This Preliminary Official Statement and the information contained herein are subject to completion or amendment. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or
the solicitation of an offer to buy, and there shall not be any sale of these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the

securities laws of such jurisdiction. This Preliminary Official Statement, insofar as it contains information about the District, is deemed “final” by the District as of the date hereof for purposes of SEC Rule 15¢2-
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construed and subject to the conditions and limitations set forth herein under the caption “ TAX TREATMENT,” interest on the Series 2018
Notes is excludable from gross income for Federal income tax purposes and (ii) the Series 2018 Notes are exempt from ad valorem taxation,
and the interest thereon is exempt from income taxation, by the Commonwealth of Kentucky and all of its political subdivisions and taxing
authorities. See ““ TAX TREATMENT” herein.
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Dated: Date of Delivery
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Interest on the Series 2018 Notes is payable from their dated date at maturity on November 1, 2019.

The above-captioned notes (the "Series 2018 Notes") are being issued pursuant to the provisions of
Chapters 58, 65 and 76 of the Kentucky Revised Statutes, as amended (collectively, the "Act") and a
Subordinated Debt Resolution adopted by the District on April 26, 2010, as supplemented by a Subordinate Debt
Sale Resolution adopted by the District on August 27, 2018 (collectively, the "Note Resolution™). The Series
2018 Notes are secured by a lien on and security interest in the revenues of the District derived from the operation
of the District’s sewer and drainage system (the "System"), subject and subordinate, however, to the lien thereon
securing certain bonds and other indebtedness issued, or to be issued, under the provisions of the District’s
Revenue Bond Resolution adopted on December 7, 1992, as amended to date and as hereafter amended from
time to time (collectively, the "Bond Resolution™). See "SECURITY AND SOURCE OF PAYMENT FOR THE
SERIES 2018 NOTES" herein.

The Series 2018 Notes are fully registered notes in denominations of $5,000 or any integral multiple
thereof, without coupons. The Series 2018 Notes are issuable under a book entry system, registered in the name
of The Depository Trust Company ("DTC") or its nominee. There will be no distribution of the Series 2018
Notes to the ultimate purchasers. See "THE SERIES 2018 NOTES" - Book Entry System™ and APPENDIX E
herein. Principal and interest on the Series 2018 Notes is payable at the designated office of The Bank of New
York Mellon Trust Company, N.A, as Bond Registrar and Paying Agent (the "Paying Agent and Registrar™).

The Series 2018 Notes are not subject to redemption prior to maturity.

The Series 2018 Notes are special and limited revenue obligations of the District and do not constitute
a debt, liability or general obligation of the District, the Commonwealth of Kentucky or any political subdivision
or taxing authority thereof, including the Louisville/Jefferson County Metro Government or the County of
Jefferson, Kentucky, within the meaning of the Constitution and laws of the Commonwealth of Kentucky. See
"SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2018 NOTES" herein.

The Series 2018 Notes are offered when, as and if issued by the District and received by the
Underwriters, subject to prior sale and to withdrawal or modification of the offer without notice and subject to
the approval of legality by Wyatt, Tarrant & Combs, LLP, Louisville, Kentucky, Bond Counsel to the District.
Certain legal matters will be passed upon for the District by its General Counsel, Paula M. Purifoy, Esq. The
Series 2018 Notes are expected to be available for delivery on or about November 9, 2018.

Dated: , 2018
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REGARDING THIS OFFICIAL STATEMENT

This Official Statement, which includes the cover page, has been prepared by the Louisville and
Jefferson County Metropolitan Sewer District (the "District") in connection with the sale by the District of
$226,340,000 aggregate principal amount of its Sewer and Drainage System Subordinated Bond
Anticipation Notes, Series 2018. Information concerning the authorization, purpose, terms, conditions of
sale and sources of payment of, and security for, the Series 2018 Notes is included herein. Insofar as such
information embodies statements of opinion, or estimates, even if not so labeled, it should be regarded as
suggesting independent investigation or consultation of other sources prior to making investment decisions.
Certain information may not be the most current that is available; however, attempts were made to date and
document the sources of the information included herein.

No dealer, broker, salesman or other person has been authorized by the District to give any
information or to make any representation, other than those contained in this Official Statement, and, if
given or made, such other information or representations must not be relied upon as having been given by
the District. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy,
nor shall there be any sale of the Series 2018 Notes by any person in any jurisdiction in which it is unlawful
for such person to make such offer, solicitation or sale. The information and expressions of opinion herein
are subject to change without notice, and neither the delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change in the affairs
of the District since the date hereof.

Neither this Official Statement nor any verbal or written representations by or on behalf of the
District before sale of the Series 2018 Notes should be regarded as part of the contract with the holders
thereof from time to time.

All financial and other information presented herein has been provided by the District from its
records, except for information expressly attributed to other sources. It is intended to show recent historic
information and is not intended to indicate future or continuing trends in the financial position or other
affairs of the District. No representation is made that past experience, as might be shown by such financial
and other information, will necessarily continue or be repeated in the future.

Insofar as the statements contained in this Official Statement involve matters of opinion or
estimates, even if not expressly stated as such, such statements are made as such and not as representations
of fact or certainty, no representation is made that any of such statements have been or will be realized, and
such statements should be regarded as suggesting independent investigation or consultation of other sources
prior to the making of investment decisions. Certain information may not be current; however, attempts
were made to date and document the sources of the information included herein. Neither this Official
Statement nor any oral or written representations by or on behalf of the District preliminary to sale of the
Bonds should be regarded as part of the District's contract with the successful bidder or the holders from
time to time of the Series 2018 Notes.

References herein to provisions of Kentucky law, whether codified in the Kentucky Revised
Statutes ("KRS") or uncodified, or of the Kentucky Constitution, are references to such provisions as they
presently exist. Any of those provisions may from time to time be amended, repealed or supplemented.

As used in this Official Statement, "debt service™ means principal of and interest on the obligations
referred to, and "Commonwealth™ or "Kentucky" means the Commonwealth of Kentucky.



TABLE OF CONTENTS

Page
INTRODUGCTION .....itittittitetstesieeste ettt ste st eseste st e seabe s eseatesseseabe s eseebe e e s e ebe s a8 e e b e s eR e e b e s es e e be s e st eb e e es s et et ensebennenennenes 1
LI B ] [ PR RUSOUSUP TP 1
PUIPOSE OF the SErES 2018 NOTES ... ccueiuieiiiteite ittt sttt ettt e et b e bt bt beesees b e seesbesbeabeebeeseeneeseesaeseesaeeteaneans 1
Security and Source of Payment for the Series 2018 NOTES ........cocvieriiiieieise ettt 2
Description Of the SEriES 2018 INOTES .......ciiiiiiriei ettt bttt b ettt 2
I D Q=T U000 OO P USSP UROPRTPPURTUR 3
Parties to the I1ssuance of the SErieS 2018 NOLES .......cvcerieiiierieiire ettt sttt b e b s 3
1 1o 4V (0] G ST ol PSSR 3
Offering and Delivery of the Series 2018 NOES ........ccviiviiieieiriie sttt e e st e e sae e saeerae e esaesrens 3
DiISCIOSUIE TNFOIMALION. ...ttt b et bbbt b et b bbbt bt bt et e b e b bt et ab e et e nne e 3
AAAITIONAL INFOMMATION......eeieieiee et bbbt b e bbbt et e et e st et e nb et sb et e e bt eneenrennas 4
THE SERIES 2018 NOTES ... .oii ettt ettt et s e s st s e e s st e e eat e e s st e e anteessbeesateeanbeeanbeessbeeanteesnbeesneeennnes 4
(G- 1T | TS USRTS 4
NO EAITY REUBIMPIION ...ttt bbbk bbbkttt bbbt 5
BOOK ENEIY SYSTEIM ..ttt bbbk bbbkt b bbbt bbbt b et 5
EXCRANGE BN THANSTEE ...ttt bbbt b e btk bbbt et bttt nb et et b et 5
SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2018 NOTES........cccoe i 5
SWAPS, SUBORDINATED DEBT, AND OTHER FINANCIAL INSTRUMENTS......cccccoiiiiiiiineseseee s 7
(G- 1= - | SO PSP TP U PR URTURURRUROR 7
FIOALING-T0-FIXEA SWAD .....viiiee ettt e et e st e et e e st e e s e et s e teeste e teeseeeaeeaaeeaaeeteenteasbenneenreenres 7
(0ol 4 g g (e (o L oL g (T [ Uy o ISR 8
THE DISTRICT .ottt ettt ettt e bbb Rtk s e b e st b e st e b e b e st e bt e st e bt e st n bt neane 9
(G- 1= - | OO PO TSP T T U VRTURURRTRTON 9
Administration and Management 0f the DISIFICE ..........coiiiiiii s 9
CUSEOMET HISTOTY ...ttt et bbbtk b et b e bt b e e bt b e e b et e bt eb e e bt e b et e bt e b et et e e bt et e b 12
THE DIFAINAYJE SYSTEIM ...ttt ettt b e bbb e bt bt se e b e e bt s e e bt e b e s b e b e eb e s e eb e e b e st et e ebenb et e ebeneebeebenrereas 12
THE SERVICE AREA ... oottt ettt s e st e ettt esat e e st bt e e st e e s R bt e aaee e st beeaaeeesebeeaaeeestbeeaaeeessbeeaneeessaeenneeenes 13
RATES AND CHARGES ... .oo ittt sttt st s e s e e st e e sttt eaae e e atb e e aaee e ssbeeaaaeessbeeaneeesabeeaneeesnbeeanneesnnas 14
Wastewater Service and Drainage SErviCe ChargeS......cuiuuuiieiieiiiiesesesieetesesees e se e sesseeeesees e see e sresseeseensenseseens 14
R C=I Y LT o o 0o RS 14
L C= o L3 (0] S 15
HISTORIC AND PROJECTED REVENUES AND EXPENSES
AND CAPITAL IMPROVEMENT PROGRAM ......ccctitiiiiitiiatse ettt sttt sttt n st 16
LOUISVILLE WATER COMPANY ..ottt ittt sttt ettt es bbbttt st st seabe st eneabeneene s s 16
PLAN OF FINANCE ...ttt ettt es e be s bt ss 4484 e 8t e s a8 et e s e b e b e st e b et e s b e be st et et e e be b etenbe s ane et 17
SOUCES AN USES OF FUNUS. ... .ottt ettt sttt s et sb et s be et e e ne e st e seeebesbesbesteene e 17
DDt SEIVICE SCREAUIE ...ttt ettt sttt R et e e et e stesbesbe e st ese e e et e stesaeseeaneeneenes 18
LITIGATION INVOLVING DISTRICT .o iie ittt sttt teessae et e anae e s taeanbeeataesnbeeataennneen 19
APPROVAL OF LEGAL PROCEEDINGS.......ooiiiiiiiie ittt et e anba e taeanbesataeenbeeabaennnee s 20
LN G I 3 = AN I 1Y, = OSSP 20
GBINETAL ...ttt bbbkt a e E bR R e E R £ oA e R R e R e Re SR £ oA e oA R e R R e Rt Rt e R e e Rt eR b e e b e b ebe b e ne e 20
OFIgINAL ISSUE PrEMIUIM.......eiitiiti ettt st et et e s e et e s taeste e be e te e s teaseeaaeeaaeeabeenteenseansenseeseeesreesreeseens 21
FINANCIAL STATEMENTS ..ottt sttt sttt b et bbbttt b e bt e s e et en e s be b ene et 22
RATINGS ...ttt ettt s bt h bt s bt bRt bt 4R bt bRt Rt bR e btk s b e bR e ke e Rt e bt e b e b e b et b ene et 22
UNDERWRITING ...ttt ettt es et s et b b8 8 ke e bbb ekt e bt bbbt st b e s e et e s e nbe b ene et 22
FINANCIAL ADVISOR ..ottt sttt ettt s b b s ettt e ket e b et e e b e bt e b e e be st ebenbe b erentns 22
CONTINUING DISCLOSURE......cuttiiiieiite it se et se et s e s e e s te e st e e st e e sat e e sstaessaeeastaeasbeessseeasseesneeesnteeaneeesnseeanes 23
CONCLUDING STATEMENT ..ot iieitt ettt ettt te e sttt sae e st e e ssteesat e e sstaeasaeeaseaeasbeessteeaneeesneeesnsesaneeennseeanes 24
Appendices

Appendix A Definitions of Certain Terms and Summary of Provisions of the Bond Resolution and Note
ST ] 1111 [ o PSS A-1



Appendix B Audited Financial Statements for the Fiscal Year ended June 30, 2017 ........cccvevvvveiennne B-1

Appendix C Unaudited Interim Financial Statements for the Period ended June 30, 2018..................... C-1
Appendix D Form of Bond Counsel OPiNioN ........cccvcviiiiieieii e D-1
Appendix E BOOK-ENLrY ONIY SYSIEM......ciiiiiii ettt st saesreenaenne s E-1
Appendix F Consulting ENGINEEI™S REPOIT.........oii ittt enes F-1



[this page intentionally left blank]



$226,340,000
LOUISVILLE AND JEFFERSON COUNTY METROPOLITAN SEWER DISTRICT SEWER
AND DRAINAGE SYSTEM SUBORDINATED BOND ANTICIPATION NOTES, SERIES 2018

INTRODUCTION

The purpose of this Official Statement, which includes the cover page and appendices hereto, is to
provide certain information with respect to the issuance of the Series 2018 Notes.

This introduction is not a summary of this Official Statement. It is only a brief description of and
guide to, and is qualified by, more complete and detailed information contained in the entire Official
Statement, including the cover page and appendices hereto, and the documents summarized or described
herein. A full review should be made of the entire Official Statement. The offering of the Series 2018 Notes
to potential investors is made only by means of the entire Official Statement.

Any capitalized terms not otherwise defined in this Official Statement shall have the meaning
ascribed to them in "Appendix A — Definitions of Certain Terms and Summary of Provisions of the Bond
Resolution and Note Resolution."

The District

The Series 2018 Notes are being issued by the Louisville and Jefferson County Metropolitan Sewer
District (the "District™), a public body corporate and politic and a political subdivision of the
Commonwealth of Kentucky.

The District was created pursuant to the Act in 1946 to provide adequate sewer and drainage
facilities and service in and around the City of Louisville, Kentucky (the "City") and within Jefferson
County, Kentucky (the "County"). In 1987, the District became the sole local authority for providing flood
control and storm water drainage services in a drainage service area which included the City of Louisville,
many small incorporated areas, and portions of the unincorporated areas of the County (collectively
hereinafter referred to as the "Drainage Service Area"). Substantially all the governmental and corporate
functions of the City and the County merged effective January 6, 2003 into a single consolidated local
government known as Louisville/Jefferson County Metro Government. The consolidated local government
replaced and superseded the governments of the City and the County. The City no longer exists as an
independent legal entity.

Purpose of the Series 2018 Notes

The proceeds of the Series 2018 Notes will be used to: (i) pay the costs of issuing the Series 2018
Notes and (ii) refund and retire on November 12, 2018 the District’s outstanding Sewer and Drainage
System Subordinated Bond Anticipation Notes, Series 2017 (the "Prior Notes"). To the extent unexpected
excess proceeds from the Series 2018 Notes are received, such additional proceeds will be used to pay the
costs of improvements to the District’s sewer and drainage system (the "System"), including (a) wastewater
and drainage system expansion and improvements; (b) improvements to wastewater treatment facilities; (c)
rehabilitation of combined sewer overflow systems; (d) improvements to flood control and drainage
facilities; (e) construction of collector sewers; (f) construction and improvements of detention and retention
basins; (g) construction of interceptor sewers; (h) combined sewer overflow and sanitary overflow
abatement projects; (i) construction and improvements to force mains; (j) repairs and improvements to
pumping stations; (k) construction of regional storage facilities; and (I) miscellaneous improvements and
acquisition of equipment and mapping hardware and software (collectively, the "Series 2018 Project").



The Series 2018 Project is part of the District’s overall capital improvement program, which is
more fully described in the Consulting Engineer’s Report attached hereto as Appendix F.

Security and Source of Payment for the Series 2018 Notes

Pursuant to the provisions of Chapters 58, 65 and 76 of the Kentucky Revised Statutes, as amended
(the "Act™) and a Subordinated Debt Resolution adopted by the District on April 26, 2010, as supplemented
by a Subordinate Debt Sale Resolution adopted by the District on August 27, 2018 (collectively, the "Note
Resolution™), the District has pledged to the payment of the principal of, premium, if any, and interest on
the Series 2018 Notes as and when same shall become due and payable: (i) the proceeds of the Series 2018
Notes pending their application pursuant to the Note Resolution, (ii) the proceeds of the sale of bonds the
District expects to issue to retire the Series 2018 Notes at maturity, (iii) all Revenues, (iv) all amounts on
deposit in the Funds or Accounts established under the Bond Resolution (as hereinafter defined) or the Note
Resolution, except amounts required to be rebated to the United State Treasury, (iv) such other amounts as
may be pledged from time to time by the District as security for the Series 2018 Notes, and (vi) all proceeds
of the foregoing.

THE SERIES 2018 NOTES ARE SECURED ON A BASIS INFERIOR AND SUBORDINATE
TO BONDS AND OTHER OBLIGATIONS HERETOFORE ISSUED, OR TO BE ISSUED, AND
SECURED BY AFIRST LIEN PLEDGE ON THE PLEDGED PROPERTY PURSUANT TO THE BOND
RESOLUTION ADOPTED BY THE DISTRICT ON DECEMBER 7, 1992, AS AMENDED MARCH 4,
1993, JUNE 30, 1993, DECEMBER 14, 1994, JANUARY 25, 1996, AND FEBRUARY 24, 2003, AND
AS FURTHER SUPPLEMENTED OR AMENDED FROM TIME TO TIME (COLLECTIVELY, THE
"BOND RESOLUTION").

THE SERIES 2018 NOTES DO NOT CONSTITUTE AN INDEBTEDNESS OF THE DISTRICT,
THE COMMONWEALTH OF KENTUCKY OR ANY POLITICAL SUBDIVISION OR TAXING
AUTHORITY THEREOF, INCLUDING THE LOUISVILLE/JJEFFERSON COUNTY METRO
GOVERNMENT AND THE COUNTY OF JEFFERSON, KENTUCKY, WITHIN THE MEANING OF
THE CONSTITUTION OF THE COMMONWEALTH OF KENTUCKY. THE SERIES 2018 NOTES
ARE PAYABLE SOLELY FROM THE REVENUES OF THE SYSTEM AND THE ASSETS AND
REVENUES PLEDGED THEREFOR UNDER THE RESOLUTION, AND NEITHER THE FAITH AND
CREDIT NOR THE TAXING POWER OF THE DISTRICT, THE COMMONWEALTH OF
KENTUCKY OR ANY POLITICAL SUBDIVISION OR TAXING AUTHORITY THEREOF,
INCLUDING THE LOUISVILLE/JEFFERSON COUNTY METRO GOVERNMENT AND THE
COUNTY OF JEFFERSON, KENTUCKY, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL
OF, PREMIUM, IF ANY, AND INTEREST ON THE SERIES 2018 NOTES. THE DISTRICT HAS NO
TAXING POWER. (SEE "SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2018
NOTES," herein).

Description of the Series 2018 Notes

No Early Redemption. The Series 2018 Notes are not subject to redemption prior to their maturity
(see "THE SERIES 2018 NOTES - Redemption," herein).

Denominations. The Series 2018 Notes will be issued in principal amounts of $5,000 and integral
multiples thereof.

Book Entry. The Series 2018 Notes are issuable only as fully registered Series 2018 Notes, without
coupons. The Series 2018 Notes, when issued, will be registered in the name of Cede & Co., as nominee of
The Depository Trust Company, New York, New York, which will act as securities depository for the Series



2018 Notes. Purchasers will not receive certificates representing their ownership interest in the Series 2018
Notes purchased. So long as DTC or its nominee is the registered owner of the Series 2018 Notes, payments
of the principal of and interest due on the Series 2018 Notes will be made directly to DTC. Principal of,
redemption premium, if any, and interest on the Series 2018 Notes will be paid directly to DTC by The
Bank of New York Mellon Trust Company, N.A, as Paying Agent and Registrar (the "Paying Agent" and
"Registrar"). See "BOOK-ENTRY SYSTEM" and APPENDIX E - "Book-Entry Only System™ herein.

Interest. The Series 2018 Notes will bear interest at the rate set forth on the cover hereof, payable
at maturity on November 1, 2019. Interest will be computed on the basis of a 360-day year and twelve
thirty-day months, accrued from the date of delivery.

Tax Treatment

In the opinion of Bond Counsel, under the Internal Revenue Code (the “Code”) as presently enacted
and construed, interest, including original issue discount, if any, on the Series 2018 Notes is excludible
from gross income for Federal income tax purposes. In rendering this opinion, Bond Counsel has assumed
continuing compliance with certain covenants designed to meet the requirements of Section 103 of the
Code. Bond Counsel expresses no other opinion as to the federal tax consequences of purchasing, holding
or disposing of the Series 2018 Notes. The Series 2018 Notes are exempt from ad valorem taxation, and
the interest thereon is exempt from income taxation, by the Commonwealth of Kentucky and all of its
political subdivisions and taxing authorities.

The District has not designated the Series 2018 Notes as "qualified tax exempt obligations" under
Section 265 of the Code. See Appendix D hereto for the form of the opinion Bond Counsel proposes to
deliver in connection with the Series 2018 Notes.

Parties to the Issuance of the Series 2018 Notes

The Paying Agent and Registrar for the Series 2018 Notes is The Bank of New York Mellon Trust
Company, N.A. Legal matters incidence to the issuance of the Series 2018 Notes and with regard to the
tax-exempt status of the interest thereon are subject to the approving legal opinion of Wyatt, Tarrant &
Combs LLP, Louisville, Kentucky, Bond Counsel. Certain legal matters will be passed upon for the District
by its General Counsel, Paula M. Purifoy, Esq. The financial advisor to the District with regard to the
issuance of the Series 2018 Notes is J.J.B. Hilliard, W.L. Lyons, LLC, Louisville, Kentucky.

Authority for Issuance

Authority for the issuance of the Series 2018 Notes is provided by Chapters 58, 65 and 76 of the
Kentucky Revised Statutes (the "Act") and the Note Resolution.

Offering and Delivery of the Series 2018 Notes

The Series 2018 Notes are offered when, as and if issued by the District. The Series 2018 Notes
will be delivered on or about November 9, 2018 in New York, New York through The Depository Trust
Company (DTC).
Disclosure Information

This Official Statement speaks only as of its date, and the information contained herein is subject

to change. This Official Statement and the continuing disclosure documents of the District are intended to
be made available through one or more repositories. Copies of the basic documentation relating to the



Series 2018 Notes, including the Note Resolution and the form of the Series 2018 Notes, are available from
the District.

The District has deemed this preliminary Official Statement to be final for the purposes of
Securities and Exchange Commission Rule 15¢2-12, except for certain information on the cover page hereof
which has been omitted in accordance with the Rule and will be included in the final Official Statement.

Additional Information

Additional information concerning this Official Statement, as well as copies of the basic
documentation relating to the Series 2018 Notes, is available from J.J.B. Hilliard, W.L. Lyons, LLC,
Financial Advisor to the District, 500 West Jefferson Street, Suite 700, Louisville, Kentucky 40202,
Telephone (502) 588-1124.

Brief descriptions of the Series 2018 Notes, the security for the Series 2018 Notes, the District, the
System, the Note Resolution and the Bond Resolution are included in this Official Statement. Certain
information with respect to the District is included in the Appendices hereto. Capitalized terms not
otherwise defined herein shall have the meanings assigned to them in the Note Resolution. All summaries
herein of documents and agreements are qualified in their entirety by reference to such documents and
agreements, copies of which are available at the office of the District.

THE SERIES 2018 NOTES
General

The Series 2018 Notes are to be issued only as fully registered notes in denominations of $5,000
or any integral multiple thereof without coupons. The Series 2018 Notes will be dated their date of delivery,
will bear interest from that date as described herein, payable at maturity on November 1, 2019.

The Series 2018 Notes shall be payable at the designated office of the Paying Agent and Registrar
with respect to principal or premium, if any, in any coin or currency of the United States of America which
at the time of payment is legal tender for the payment of public or private debts. All interest will be payable
at maturity by check of the Paying Agent mailed to such registered owner who shall appear as of the close
of business on the fifteenth day (or if such day shall not be a business day, the preceding business day) of
the calendar month next preceding such maturity date on the registration books of the District maintained
by the Registrar, or if the registered owner shall be the registered owner of Series 2018 Notes in the
aggregate principal amount of $1,000,000 or more, by wire transfer, if the registered owner has requested
payment in such manner at such wire address as shall have been furnished by the registered owner on or
prior to the fifteenth day next preceding the maturity date of the Series 2018 Notes (or if such date shall not
be a business day, the next succeeding business day).

Each registered Series 2018 Note shall be transferable only upon the books of the Registrar, at the
request of the registered owner thereof or by his authorized attorney upon surrender thereof together with
an assignment satisfactory to the Registrar duly executed by the registered owner or his duly authorized
attorney. Upon the transfer of any such Series 2018 Note, the District shall issue in the name of the
transferee a new registered Series 2018 Note or Series 2018 Notes of any authorized denominations and of
the same aggregate principal amount as the surrendered Series 2018 Note. If any Series 2018 Note is
mutilated, lost, stolen or destroyed, the District will execute and deliver a new Series 2018 Note in
accordance with the Note Resolution.



No Early Redemption
The Series 2018 Notes are not subject to redemption prior to their stated maturity.
Book Entry System

The Series 2018 Notes initially will be issued solely in book entry form to be held in the book-
entry only system maintained by DTC. So long as such book-entry system is used, only DTC will receive
or have the right to receive physical delivery of Series 2018 Notes and Beneficial Owners will not be or be
considered to be, and will not have any rights as, owners or holders of the Series 2018 Notes under the Note
Resolution. For additional information about DTC and the book-entry-only system see "APPENDIX E —
Book-Entry Only System."

THE INFORMATION IN THIS SECTION AND IN APPENDIX E CONCERNING DTC AND
DTC'S BOOK-ENTRY SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE DISTRICT
BELIEVES TO BE RELIABLE, BUT THE DISTRICT TAKES NO RESPONSIBILITY FOR THE
ACCURACY THEREOF.

Exchange and Transfer

The registration of any Series 2018 Note may be transferred only upon the books of the District
kept by the Registrar, by the owner thereof, in person or by his or her attorney duly authorized in writing,
upon surrender of such Series 2018 Note at the designated office of the Registrar accompanied by a written
instrument of transfer satisfactory to the Registrar and duly executed by the owner or by his or her duly
authorized attorney. Any Bond may be exchanged at the designated office of the Registrar for new Series
2018 Notes of any authorized denominations and of the same aggregate principal amount of Series 2018
Notes as the surrendered Series 2018 Note. The Registrar will not charge for any new bond issued upon
any transfer or exchange, but may require the owner requesting such exchange to pay any tax, fee or other
governmental charge required to be paid with respect to such exchange or transfer. Neither the District nor
the Registrar is required to exchange or transfer any Bond during the period commencing on the fifteenth
day of the month preceding an interest payment date and ending on such interest payment date.

SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2018 NOTES

The Series 2018 Notes are special and limited obligations of the District payable solely from and
secured as to the payment of the principal and interest thereon, in accordance with their terms and the
provisions of the Note Resolution, solely by the Pledged Property which is defined by the Note Resolution
to be the proceeds of the sale of the Series 2018 Notes, the proceeds of the sale of bonds the District expects
to issue to retire the Series 2018 Notes at maturity, all Revenues, all amounts on deposit in the Funds or
Accounts established under the Bond Resolution or Note Resolution, except amounts required to be rebated
to the United State Treasury, such other amounts as may be pledged from time to time by the District as
security for the payment of bonds, notes or other evidences of indebtedness authenticated and delivered
pursuant to the Bond Resolution or Note Resolution, and all proceeds of the foregoing.

The Series 2018 Notes are secured by and payable solely from pledged revenues derived from the
collection of rates, rents and charges for the services rendered by the System as set forth in the Note
Resolution. The Series 2018 Notes do not constitute an indebtedness of the Louisville/Jefferson County
Metro Government or the County of Jefferson, Kentucky.

THE SERIES 2018 NOTES ARE SECURED ON A BASIS INFERIOR AND SUBORDINATE
TO BONDS AND OTHER OBLIGATIONS HERETOFORE ISSUED, OR TO BE ISSUED, AND



SECURED BY AFIRST LIEN PLEDGE ON THE PLEDGED PROPERTY PURSUANT TO THE BOND
RESOLUTION ADOPTED BY THE DISTRICT ON DECEMBER 7, 1992, AS AMENDED MARCH 4,
1993, JUNE 30, 1993, DECEMBER 14, 1994, JANUARY 25, 1996, AND FEBRUARY 24, 2003, AND
AS FURTHER SUPPLEMENTED OR AMENDED FROM TIME TO TIME (COLLECTIVELY, THE
"BOND RESOLUTION").

The District has heretofore issued its Sewer and Drainage System Revenue Bonds outstanding in
the amounts shown below (the "Outstanding Bonds"), each series of which ranks on a basis superior to the
Series 2018 Notes as to the pledge of Pledged Property.

Original Principal

Principal Amount

Series Dated Date Amount Outstanding®

Series 2009A May 15, 2009 $76,275,000 $6,640,000
Series 2009B August 15, 2009 225,770,000 52,975,000
Series 2009C November 24, 2009 180,000,000 180,000,000
Series 2010A November 30, 2010 330,000,000 330,000,000
Series 2011A August 24, 2011 263,360,000 250,565,000
Series 2013A May 23, 2013 115,790,000 115,790,000
Series 2013B May 23, 2013 119,515,000 115,550,000
Series 2013C November 27, 2013 100,000,000 99,500,000
Series 2014A November 25, 2014 80,000,000 79,850,000
Series 2015A October 21, 2015 175,000,000 173,735,000
Series 2015B October 21, 2015 81,750,000 76,685,000
Series 2016A August 30, 2016 150,000,000 149,760,000
Series 2016B August 30, 2016 28,315,000 28,095,000
Series 2016C August 30, 2016 67,685,000 67,685,000
Series 2017A August 22, 2017 175,000,000 175,000,000
Series 2017B August 29, 2017 35,725,000 34,520,000
Series 2018A May 31, 2018 60,380,000 60,380,000

Total $2,264,565,000 $1,996,730,000

(1) Asof October 1, 2018.

As provided in the Bond Resolution, Additional Bonds may be issued on a parity with the
Outstanding Bonds to finance the Cost of Acquisition and Construction of Additional Facilities upon the
satisfaction of certain conditions. The Bond Resolution further provided that Refunding Bonds may be
issued from time to time to refund outstanding obligations. The Series 2018 Notes would be inferior and
subordinate as to the pledge of the Pledged Property with respect to any such Additional Bonds or
Refunding Bonds issued on a parity with the Outstanding Bonds. The District recently issued $60,380,000
of Additional Bonds designated as its Sewer and Drainage System Revenue Refunding Bonds, Series
2018A (the “Series 2018A Bonds”) and anticipates the future issuance of Additional Bonds in connection
with the District’s Capital Improvement Program described in "Appendix F - Consulting Engineer's
Report." Furthermore, the District anticipates issuing Additional Bonds to retire the Series 2018 Notes at
maturity. For additional information relating to the conditions for the issuance of Additional Bonds see
Appendix A — Definitions of Certain Terms and Summary of Provisions of the Bond Resolution and Note
Resolution- Summary of Certain Provisions of the Bond Resolution — Additional Bonds".



SWAPS, SUBORDINATED DEBT, AND OTHER FINANCIAL INSTRUMENTS
General

The District has entered into interest rate swap agreements with two counterparties as part of the
management of its outstanding debt. Generally, each interest rate swap agreement calls for periodic net
payments from or to the District depending upon whether a specified market interest rate index is above or
below a specified fixed rate or another specified market interest rate index during that period. Each such
swap agreement allows the District, at its option, to terminate the agreement at any time. Upon any such
termination, a termination payment is to be made, calculated based on the mark-to-market value of the swap
agreement plus dealer's spread. The swap agreements provide that under certain circumstances the
counterparty to the swap agreement (but not the District) may be required to post collateral, depending upon
the credit rating of that counterparty, with the amount of collateral required based on the mark-to- market
value of the swap. The interest rate swap agreements entered into by the District provide that the
counterparties to the agreements must post collateral if their respective ratings fall below A+/A 1. The
agreements also provide the counterparties the right to terminate the agreements if the District's unenhanced
bond rating is downgraded below BBB/Baa. The District's obligations under all of its outstanding swap
agreements are unsecured and subordinate to all Bonds issued and outstanding under the Bond Resolution.
Certain provisions of the District's outstanding swap agreements are summarized below.

The Bond Resolution permits the District to issue Senior Subordinated Debt secured by Revenues
of the System, subject to the prior and senior lien on such Revenues of all Bonds issued and outstanding
under the Bond Resolution. The decision of the District from time to time whether to issue Senior
Subordinated Debt or Bonds depends, among other things, upon its assessment of market conditions at the
time of issuance.

To provide interim financing for its capital projects, the District has issued and continues to issue
as Senior Subordinated Debt under the Note Resolution the District’s Sewer and Drainage System
Subordinated Bond Anticipation Notes, including the outstanding Series 2017 Notes and the Series 2018
Notes offered hereby. Each series of such Notes has been or will be retired with the proceeds of renewal
Notes issued under the Note Resolution, including the retirement of the Series 2017 Notes with proceeds
of the Series 2018 Notes as described herein, or with the proceeds of Refunding Bonds issued under the
Bond Resolution.

The District has from time to time entered into agreements with various counterparties to provide
for the investment of amounts in various funds established under the Bond Resolution or the Note
Resolution. Generally such agreements provide for the investment of funds at a contractually fixed rate of
return to the District during their respective terms and provisions for termination, at the option of the
District, based on payment of a termination fee determined based on the mark-to-market value of the
contract plus dealer's spread.

The District reserves the right to enter into, amend, and terminate any existing or future interest
rate swap transactions or other agreements or derivative transactions, from time to time, as part of its overall
debt, investment or general management strategy. See also "APPENDIX A — Definitions of Certain Terms
and Summary of Provisions of the Bond Resolution and Note Resolution".

Floating-to-Fixed Swap
In 2001, the District entered into two forward-starting interest rate swaps (the "1999 Swaps")

pursuant to which beginning in November 2009 the District would pay a fixed rate of 4.4215% and receive
67% of the 30-day LIBOR index on a notional amount corresponding to the approximate amount needed



to refund the District's Series 1999 Bonds. The District's original strategy in entering into the 1999 Swaps
was to "lock in™ a fixed rate for the variable rate debt that could be issued in 2009 to refund the Series 1999
Bonds. In August 2009, the District decided instead to refund the Series 1999 Bonds with proceeds of its
fixed rate Series 2009B Bonds and its fixed rate Series 2009A Notes. The Series 2009A Notes were
refunded by the fixed rate Series 2010A Notes, which were currently refunded by the Series 2011A Notes,
which were then in turn refunded by the Series 2011B Notes. The Series 2011B Notes were subsequently
currently refunded by the Series 2012A Notes, which in turn were currently refunded by subsequent
sequential series of refunding notes, the latest in such series of refunding notes being the currently
outstanding Series 2017 Notes. The Series 2017 Notes are expected to be currently refunded with the
proceeds of Series 2018 Notes.

In August 2009, the District reversed that portion of the 1999 Swaps which corresponded in amount
and amortization schedule to the portion of the Series 2009B Bonds used to refund the Series 1999 Bonds.
The reversed portions of the 1999 Swaps were subsequently terminated in April 2013. The only portion of
the 1999 Swaps that remain in effect is the non-reversed portion of the 1999 Swaps, which has a termination
date of May 15, 2033 and amortizes in amounts that correspond with the expected maturity structure of a
future hypothetical bond issue the District may issue under the Bond Resolution to permanently refinance
the Series 2018 Notes. The District's expectation is that variable payments received under the non-reversed
portion of the 1999 Swaps will hedge future interest rate movements for any fixed-rate Bonds hereafter
issued under the Bond Resolution (or any other fixed rate renewal notes hereafter issued under the
Subordinated Debt Resolution) to refinance the Series 2018 Notes. See “Note 7 — Long Term Debt” in
“Appendix B -- Audited Financial Statements for the Fiscal Year ended June 30, 2017”. As of September
28, 2018 the estimated aggregate mark-to-market value of the non- reversed portion of the 1999 Swaps was
approximately negative $55,519,853.19.

Commercial Paper Program

On May 29, 2018 the District adopted a resolution (the “Program Note Resolution”) authorizing
the issuance of its Sewer and Drainage System Subordinated Program Notes (“Program Notes”™), consisting
of Commercial Paper Notes and Direct Purchase Notes, for the purpose of (i) financing the cost of
improvements or additions to the System and (ii) refinancing other Program Notes. Program Notes are
issued as Senior Subordinated Debt of the District, secured, on a parity with the Series 2018 Notes offered
by this Official Statement and any other outstanding or hereafter issued Senior Subordinated Debt of the
District, by a subordinate and junior lien on the Revenues of the System, subject to the prior and senior lien
on such Revenues of all Bonds issued and outstanding under the Bond Resolution. Program Notes (both
Commercial Paper Notes and Direct Purchase Notes) may be issued in an aggregate principal amount not
to exceed $500,000,000 at any one time outstanding.

Commercial Paper Notes may be issued and sold, at public or private sale, as taxable or tax-exempt
notes, maturing in 270 days or less (but in any event not later than July 1, 2021) as determined by the
District, and bearing interest at a rate or rates determined by the District (not in excess of 12% per annum
for taxable notes or 10% per annum for tax-exempt notes). Commercial Paper Notes are payable only from
(i) proceeds of the sale of other Commercial Paper Notes issued under the Program Note Resolution and
used to refund outstanding Commercial Paper Notes, (ii) the proceeds of Direct Purchase Notes or other
loans from the Banks (as defined below) used to refund outstanding Commercial Paper Notes, and (iii) the
proceeds of Bonds issued to pay outstanding Commercial Paper Notes.

Liquidity support for each subseries of Commercial Paper Notes issued under the Program Note
Resolution is provided by a commercial bank (each a “Bank” and collectively the “Banks”). As an
alternative to the sale of Commercial Paper Notes to investors, the Program Note Resolution authorizes
the District in its discretion to issue and sell to the Banks, as Senior Subordinated Debt of the District under



the Program Note Resolution, Direct Purchase Notes, evidencing loans from the Banks to the District.
Direct Purchase Notes shall mature (but not later than July 1, 2021) and bear interest as provided in the
respective note purchase agreement between the District and each Bank and may be issued only as tax-
exempt notes. The note purchase agreement between the District and one of the Banks provides that until
the termination of such agreement at no time shall the aggregate principal amount of Direct Purchase Notes
held by such Bank be less than $100,000.

As of October 1, 2018, there was issued and outstanding under the Program Note Resolution, in
addition to the $100,000 minimum outstanding principal amount of Direct Purchase Notes, $30,000,000
aggregate principal amount of Commercial Paper Notes with a maturity of not more than sixty days and an
interest rate not in excess of 1.70% per annum. The District projects that, in addition to the $100,000
minimum outstanding principal amount of Direct Purchase Notes, Commercial Paper Notes in the aggregate
principal amount of $125,000,000 will be issued and outstanding under the Program Note Resolution as of
the end of the District’s current fiscal year ending June 30, 2019. The District expects to issue Bonds from
time to time under the Bond Resolution to retire any Program Notes (Commercial Paper Notes or Direct
Purchase Notes) outstanding at maturity and not to be refunded with other Program Notes.

THE DISTRICT
General

The District was created and established pursuant to the Act, as a public body corporate, in 1946,
in the interest of the public health and for the purpose of providing adequate sewer and drainage facilities.
The District had complete jurisdiction, control, possession, and supervision of the then existing sewer and
drainage system in the City and the power and authority to operate, maintain, reconstruct, and improve such
system and construct additions, betterments, and extensions thereto within the limits of the District area as
defined in the Act. The District assumed jurisdiction over and administration of the then existing sewer
and drainage system in the City on November 16, 1946, pursuant to Ordinance No. 90, Series 1946, passed
by the Board of Aldermen of the City and approved by the Mayor thereof in accordance with the
requirements of the Act.

Administration and Management of the District

The business, activities, and affairs of the District are managed, controlled, and conducted by a
board (the "Board"), composed of eight members, not more than five of whom shall be affiliated with the
same political party. The members are appointed by the Mayor subject to the approval of the Council of
the Louisville/Jefferson County Metro Government (“Metro Council”). All appointments to the Board are
made for three- year terms. The present members of the Board and the expiration dates of their respective
terms are as follows:

Board Members Term Expires

Cyndi Caudill (Chair) August 31, 2020
Daniel Arbough (Vice-Chair) June 30, 2021
Andrew Bailey July 31, 2021

Jason Williams February 28, 2021

Keith Jackson August 31, 2020
John Phelps July 31, 2019

J.T. Sims August 31, 2020
Marita Willis June 30, 2019



The Board has delegated and placed the conduct of the day-to-day business affairs of the District
under the direction of an Executive Director supported by administrative, engineering, legal and business
staffs. The District's executive staff currently consists of the following individuals:

James A. “Tony” Parrott Executive Director

Chad Collier Chief Financial Officer and Secretary-Treasurer
Brian Bingham Chief of Operations

Angela Akridge Chief Engineer

John Loechle Director of Engineering

Paula M. Purifoy, Esq. General Counsel and Legal Director

Mark (Tom) Luckett One Water Chief Information Officer

David Johnson Development and Stormwater Services Director
Lynne Fleming Human Resources Director

Alex Novak Treatment Facilities Director

Marc Thomas Collections and Flood Protection Director
Michael Griffith Wastewater and Drainage Director

Charles Malcolm One Water Fleet Services Director

Lopez High Facilities Safety and Security Director

René Thomas One Water Procurement and Supplier Diversity Director

On February 26, 2018, the Board unanimously extended the employment agreement with James
Parrott to serve as Executive Director of the District through September 13, 2023. Chad Collier and Angela
Akridge have employment agreements continuing in effect through September 30, 2019.

Jacobs Engineering Group, Inc., formerly known as CH2M Hill Engineers, Inc., Louisville,
Kentucky (the "Consulting Engineers") has been retained by the District as its consulting engineering firm.
The most recent report of the Consulting Engineers is appended to this Official Statement as Appendix F.

On August 1, 2011 the Auditor of Public Accounts of the Commonwealth of Kentucky (the "State
Auditor"), an elected state official, informed the District that her office was undertaking a review and
evaluation of the oversight and operation of the District, focusing on the District's policies, internal controls,
financial activity, and other aspects of the District's operations, including specifically review of the District's
board and committee structure, policies governing the District's internal audit process and reporting to the
District's Board by its staff, and the District's policies regarding business conduct, conflicts of interest,
ethics, and procurement. The State Auditor offered to make recommendations to strengthen and improve
the District's internal controls, oversight, and operations and to ensure the transparent and efficient use of
the District's financial resources. On December 16, 2011 the State Auditor issued a report of her
examination containing recommendations for the improvement of various areas of the District's governance
and operations, including more detailed oversight by the Board of the District's investment policies,
practices, and procedures, investment portfolio, and use of interest rate swap agreements and other financial
derivatives. The District provided monthly reports to the State Auditor regarding the District's progress in
the implementation of the State Auditor's recommendations. The District has fully implemented all of the
State Auditor's recommendations.

In January, 2012 Mayor Greg Fischer of the Louisville/Jefferson County Metro Government
formed the Louisville Utilities and Public Works Advisory Group (the "Advisory Group™) to examine the
operations of the Louisville Water Company (a Kentucky corporation wholly owned as a public enterprise
by the Louisville/Jefferson County Metro Government, "Louisville Water Company", see "LOUISVILLE
WATER COMPANY" below), the District, and Metro Government's Department of Public Works & Assets
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("DPW") to determine whether synergies exist between the entities that would allow for improved service
or reduced costs. The Advisory Group engaged Black & Veatch Corporation, an experienced consultant to
the utility industry, to assist the Advisory Group's evaluation of potential business restructuring scenarios
ranging from the status quo to a full consolidation of Louisville Water Company, the District, and DPW.
On August 1, 2012 the consultant presented a final report to the Advisory Group, concluding that
operational efficiencies and savings could be achieved by gradually consolidating the operations and
governance of Louisville Water Company, the District, and DPW.

In March of 2013, the District approved a letter of intent with the Louisville Water Company setting
forth the due diligence efforts to be conducted by the parties in order to evaluate the governance, financial
and environmental implications of a potential consolidation. In April 2013, the District and the Louisville
Water Company formed due diligence teams to evaluate the Advisory Group’s recommendations and
provide recommendations to the District’s and Louisville Water Company’s respective Boards and to
Mayor Fischer. The final Report on Due Diligence Analysis and Recommendation was completed in
February 2014. As a result of those efforts, the District and the Board of Waterworks of the
Louisville/Jefferson County Metro Government (the “Board of Waterworks™) entered into an Interlocal
Cooperation Agreement (the "Original ILA") on March 11, 2014, as approved by the Kentucky Attorney
General on March 31, 2014. The Original ILA, effective through June 30, 2033 (unless earlier terminated
by either party on six months’ notice), provided for, among other items, the joint and/or cooperative
development, provision, sharing and management of certain back-office, administrative and/or support
services to include one or more of the following ("One Water"):

Information Technology Services;

Business Development Services;
Engineering Services;

Internal/External Communications Services;
Finance Services;

Risk Management Services;

Human Resources; and

Operations.

The goal of the ILA is to create coordinated teams of employees from both entities with the
capability of delivering superior customer service at lower costs than the existing two entities combined.

On August 24, 2015, the District and the Board of Waterworks entered into an Amended and
Restated Interlocal Cooperation Agreement (the "Amended ILA," and together with the Original ILA, the
"ILA"), as approved by the Kentucky Attorney General on September 17, 2015. The Amended ILA was
entered into to establish a joint administrative board known as the One Water Board and to provide for
more efficient implementation and expansion of the services provided in the Original ILA. The One Water
Board consists of two members, each from the District’s Board and the Board of Waterworks and a member
appointed by the Mayor. The One Water Board is responsible for the overall administration of the One
Water shared and/or consolidated services program.

The ILA is effective through June 30, 2035 (unless earlier terminated by either party on 180 days’
notice) and is being implemented in phases. The first phase (“Phase 1”) entails the sharing of services in
five functional groups plus one specialty area of focus. The five functional groups are procurement, fleet,
human resources, information technology, and customer service. The specialty area of focus is energy
savings.

The One Water Initiative seeks to combine or consolidate certain back-office, administrative and
support services for cost-savings and revenue opportunities. The District and Louisville Water Company
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continue as separate entities. However, One Water allows the District and Louisville Water Company to be
better stewards of their rates. For instance, One Water purchases software for both organizations to obtain
lower prices. The District and Louisville Water Company have also found savings with joint purchases in
other areas of the organization and sharing resources for a customer call center. Both organizations also
now share contracts for the procurement of parts and supplies.

Customer History

The District's wastewater sewer system customer history for the past five fiscal years is as follows:

Volume Revenue
Residential Number of Customers (million gallons) (in thousands)
FY 2014 219,132 11,203 $89,691
FY 2015 230,504 11,334 96,230
FY 2016 232,534 11,299 101,760
FY 2017 233,837 11,717 108,169
FY 2018 234,324 12,135 117,406
Commercial
FY 2014 20,588 10,805 $58,812
FY 2015 22,564 10,665 61,950
FY 2016 21,613 9,340 58,117
FY 2017 22,313 10,555 61,592
FY 2018 22,169 9,975 66,658
Industrial
FY 2014 454 3,305 $19,738
FY 2015 394 2,953 17,289
FY 2016 407 3,311 19,868
FY 2017 423 3,414 21,094
FY 2018 430 3,641 24,439

Source: Metropolitan Sewer District

The Drainage System

Under an interlocal government cooperation agreement effective January 1, 1987, the District
became the sole local authority for providing flood control and storm water drainage services in the
Drainage Service Area. The District is responsible for the operation, maintenance, replacement,
improvements and additions to existing flood control facilities and public storm water drainage facilities
within the Drainage Service Area. The stormwater drainage system is comprised of various types of
facilities to collect, convey, retain, and discharge stormwater runoff into the sewers, rivers, streams, and
creeks eventually draining into the Ohio River. These facilities include open channels, ditches, streams,
ponds, pipes, culverts, conduits, bridge structures, detention basins, retention basins, pump stations, and
other facilities.

In fiscal year 2017, the District had approximately 242,044 drainage service accounts and billed
total annual drainage charge revenues of approximately $63,868,122.

By having a single authority responsible for drainage services and a dedicated source of revenue,
the community benefits by having a more efficient, cost effective drainage service program. The District's
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consultants have developed a Storm Water Drainage Master Plan which, after public participation and
approvals by local governments, will be used by the District for implementing improvements and extensions
to the existing drainage facilities.

THE SERVICE AREA

The combined area of the former City and the County ("Louisville Metro") is located in the north-
central portion of the Commonwealth on the south bank of the Ohio River. Louisville Metro is the largest
city in Kentucky and is the core of the Louisville Metropolitan Statistical Area (MSA) which includes, in
addition to Louisville Metro, the counties of Bullitt, Oldham and Shelby, in Kentucky, and Clark, Floyd,
and Harrison, in Indiana. The Louisville MSA has exhibited a nationally familiar pattern of population
dispersion from its core urban area to the balance of Louisville Metro, and from Louisville Metro to the
adjacent counties in Kentucky and Indiana.

Annual Population Estimates

Louisville Metro® Louisville MSA®
1970 695,000 991,801
1980 684,300 1,054,368
1990 665,200 1,058,425
2000 693,604 1,161,975
2010 741,096 1,267,691
2011 746,906 1,310,945
2014 760,026 1,269,702
2015 763,623 1,278,413
2016 765,352 1,350,207
2017 771,158 1,293,953

() Source: Population Division, U.S. Census Bureau, website: www.census.gov (Jefferson County, KY)
Source: Population Division, U.S. Census Bureau, website: www.census.gov (Louisville/Jefferson County, KY-IN)

Louisville Metro possesses a diverse economic base which has exhibited the national pattern of a
shift away from manufacturing towards services. In 2016 the average per capita personal income in
Louisville-Jefferson County as reported by the U.S. Bureau of Economic Analysis was $47,361.

Louisville Metro, Kentucky
Largest Private Employers, 2018

Company Employment

United Parcel Service Inc. 21,233
Ford Motor Company 12,600
Norton Healthcare, Inc. 12,247
Humana, Inc. 12,000
Baptist Healthcare Systems, Inc. 6,786
Amazon.com LLC 6,500
GE Appliances, a Haier Company 6,000
KentuckyOne Health Inc. 6,000
The Kroger Co. 3,079
Manna Inc. 2,300
Source: Business First, July 18, 2018 edition
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RATES AND CHARGES
Wastewater Service and Drainage Service Charges

The District derives its revenue for wastewater service and drainage service from the collection of
rates, rentals and charges established in accordance with the provisions of the Act for services rendered
within the Service Area to customers served by the District's facilities. The Act provides that the District’s
Schedule of Rates, Rentals and Charges and any revision thereof shall not become final until approved by
Metro Council. The District has no power to levy ad valorem taxes upon any property for any purpose
whatsoever. Wastewater Service Rates, based on water consumed, are billed and collected by Louisville
Water Company, for the District under terms of an agreement executed in January, 2013 which recently
expired. The District and Louisville Water Company expect to have a new agreement in place by December
31, 2018. These rates are billed simultaneously with the water bill on a single statement payable in total
for both wastewater and water service rendered, and are subject to a late penalty of 5%. In the event of
nonpayment of any such wastewater rates, rentals, or charges for a period of more than 30 days after they
become due and payable, Louisville Water Company is required by law to discontinue water service. See
"LOUISVILLE WATER COMPANY,” below.

Louisville Water Company bills and collects the District's wastewater service charges. The bills
are rendered bimonthly except for larger industrial/commercial accounts which are billed monthly.
Louisville Water Company also bills and collects all of the District's drainage charges as additions to the
water/sewer billings.

The District wastewater service rates include a fixed service charge based on the size of the public
water meter serving the property plus a charge for each 1,000 gallons of water consumed on the premises.
Each customer has the option of installing private meters to record water usage which does not enter the
sewers. Industrial and commercial customers may use this option to obtain credit for water which does not
enter the sewers. Drainage service rates are charged based on measured impervious areas with one
equivalent service unit assigned for each 2,500 square feet of impervious area (residential unit).

Out of a total of 256,573 wastewater customer accounts, approximately 35 accounts have no public
water meter because they are residential accounts served by well water. Such accounts are charged a fixed
charge.

Rate Making Process

To amend its Schedule of Rates, Rentals and Charges in effect from time to time, the District adopts
and publishes a preliminary rate resolution, receives public comment for a period of 30 days, and then
adopts a final rate resolution. The Act provides that the District’s Schedule of Rates, Rentals and Charges
and any revision thereof shall not become final until approved by Metro Council. The Metro Government’s
Code of Ordinances provides that, in the event the District’s net revenues are less than 1.10 times the debt
service on the District’s outstanding revenue bonds for any consecutive six-month period, the District’s
Schedule of Rates, Rentals and Charges shall be amended in order to maintain such 1.10 debt service
coverage, provided that the aggregate of the adjustments for any 12-month period shall not generate
additional revenue from wastewater service charges in excess of 7% and that an explanation of proposed
rate increases in excess of 4% shall be delivered to the Metro Council at least 60 days prior to the approval
of the District’s Board. “Net revenues” are defined for such purpose as gross revenue from wastewater
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service charges less operating expenses and debt payments other than debt service payments on the
District’s outstanding revenue bonds.

Rate History

The following table summarizes the District's revenue and rate adjustments since 1987. Additional
revenues from the rate increases are approximate and assume constant water usage.

Annual
Additional Estimated
Date of Annual Additional Revenue Revenue EPA
Rate %Rate Revenue from %Rate from Rate Consent Decree
Increase Increase Rate Increase Increase Increase Surcharge
1/1/87* N/A 0 $8,165,000
7/1/88 4.3% (A) $1,496,000
1/1/91 6.5 (A) 2,731,000
1/1/92 45 (A) 1,973,000
12/1/92 57.1% (A) 4,879,000
8/1/94 5.0 (B) 2,337,000
8/1/95 7.0 (B) 3,516,000
8/1/96 5.0 (B) 2,703,000 4.4 (A) 604,000
8/1/97 5.0 (B) 2,772,000 45 (A) 663,000
8/1/98 5.0 (B) 2,900,000 5.0 (A) 800,000
8/1/99 5.0 (B) 3,150,000 5.0 (A) 850,000
8/1/00 5.0 (B) 3,100,000 5.0 (A) 860,000
8/1/01 5.0 (B) 3,313,000 5.0 (A) 921,000
8/1/02 6.5 (B) 4,540,000 6.5 (A) 1,326,000
8/1/03 6.5 (B) 5,012,659 6.5 (A) 1,407,505
8/1/04 6.5 (B) 5,184,032 6.5 (A) 1,526,281
8/1/05 6.5 (B) 5,655,634 6.5 (A) 1,671,724
8/1/06 6.9 (B) 6,414,405 6.9 (A) 1,957,887
8/15/07 0.0 0 0.0 0 $28,875,000(C)
8/1/08 6.5 (B) 8,017,688 6.5 (A) 2,015,401
8/1/09 6.5 (B) 8,466,545 6.5 (A) 2,095,583
8/1/10 6.5 (B) 8,683,175 6.5 (A) 2,246,123
8/1/11 6.5 (B) 9,395,795 6.5 (A) 2,417,718
8/1/12 6.5 (B) 9,705,399 6.5 (A) 2,627,897
8/1/13 5.8 (B) 9,320,500 5.8 (A) 2,710,500
8/1/14 55 (B) 9,833,128 55 (A) 2,859,578
8/1/15 55 (B) 10,373,950 55 (A) 3,016,855
8/1/16 6.9 (B) 10,733,000 6.9 (A) 3,781,000
8/1/17 6.9 (B) 11,525,000 6.9 (A) 4,342,000
8/1/18 6.9 (B) 12,258,000 6.9 (A) 4,854,000
*Initial storm water rate: $1.75 per equivalent service unit.
(A) Across the board adjustment of all rates.
(B) Composite yield of a variety of rate adjustments.
© Special surcharge of $6.95 per account per month (plus additional volume charges for some commercial and industrial customers). This

surcharge produces revenues equal to approximately 33% of total wastewater charges in the year it was instituted.

Source: Metropolitan Sewer District
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HISTORIC AND PROJECTED REVENUES AND EXPENSES
AND CAPITAL IMPROVEMENT PROGRAM

Certain historic revenues and expenses of the District for prior fiscal years and projected revenues
and expenses of the District for the current and future fiscal years, with accompanying notes, are set forth
in "Appendix F - Consulting Engineer's Report™" attached hereto. The information on projected revenues
and expenses may constitute a "forward looking statement" under federal securities law. Actual revenues,
expenses, or both could differ materially from those forecasted and there can be no assurance that such
estimates of future results will be achieved. For example, there can be no assurance that the Metro Council
will approve any proposed revision of the District’s Schedule of Rates, Rentals and Charges. In general,
important factors that could cause actual results to differ materially from the revenues or expenses presently
estimated include, but are not limited to, material changes in the size and composition of the District's
service area, unanticipated changes in law or unanticipated material litigation, efficiency of operations and
the capital construction and expenditure plans and results of the District.

The projections shown in "Appendix F — Consulting Engineer's Report™ are based, among other
things, on the District's Capital Improvement Plan in effect as of the date of such report. Except as
specifically described herein, there can be no assurance that the District will not amend or revoke the Capital
Improvement Program described in "Appendix F - Consulting Engineer's Report" or that the District will
issue or support bonds or other funding for the Capital Improvement Program in its current form or as
amended or any substitute therefor.

LOUISVILLE WATER COMPANY

The City began purchasing stock in Louisville Water Company in 1857 and had acquired
substantially all the 12,571 outstanding shares by 1870, leaving only 51 shares in the hands of individual
stockholders, this stock having been originally issued as directors' qualifying shares. By April 1907, all of
this stock had been acquired by the City.

The affairs of Louisville Water Company were conducted by directors elected by the stockholders
until passage of an act, approved March 6, 1906, creating the Board of Water Works of the City, which
since that time (initially as the City, and thereafter through its successor, the Louisville/Jefferson County
Metro Government) has had the responsibility for management and control of Louisville Water Company.

Since substantially all customers of the District are also customers of Louisville Water Company
and Louisville Water Company already has the facilities, meters, equipment, and administrative
organization for the billing and collection of charges for water service, it has proven both expedient and
economical that the billing and collection of wastewater and stormwater service charges be accomplished
simultaneously with and added as designated items on the bill rendered the water consumer for charges
covering water service. Those sewer users who are not consumers of the public water supply are billed
directly by the District.

By an agreement dated June 17, 1947, Louisville Water Company initiated billing and collection
procedures for the District and has continued to perform such services to the present under subsequent
agreements. Pursuant to a subsequent agreement with an effective date of July 13, 1976, as amended on
November 24, 1986, such billing and collection procedures were amended to include drainage service
charges. The most recent agreement, effective January 1, 2003 has expired and the District and Louisville
Water Company expect to have a new agreement in place by December 31, 2018. This agreement increases
the priority of drainage fees equivalent to water and sewer fees and includes the requirement that Louisville
Water Company discontinue water service to those consumers whose wastewater or drainage service
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accounts remain unpaid thirty (30) days after the due date and to not re-establish such service until such
time as all such service charges have been paid.

PLAN OF FINANCE

The proceeds of the Series 2018 Notes will be used to: (i) pay the costs of issuing the Series 2018
Notes and (ii) refund and retire on November 12, 2018 the Prior Notes. To the extent unexpected excess
proceeds from the Series 2018 Notes are received, such additional proceeds will be used to pay the costs of
improvements to the System.

Sources and Uses of Funds

Sources
Principal Amount of Series 2018 Notes $226,340,000
Original Issue Premium

TOTAL

Uses

Retirement of Prior Notes

Construction Fund

Costs of Issuance

Underwriter’s Discount
TOTAL

[Remainder of this page intentionally left blank.]
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Debt Service Schedule

The following table sets forth the aggregate annual debt service requirements for the District’s Outstanding Bonds, Notes and Program
Notes.

Bond Year Total Senior Lien Net Senior Lien Bond Subordinated Debt Total Net Debt
Ending Bond Debt Service Direct Payments ) Debt Service Service @ Service
2019 $135,153,366.73 ($10,305,008.70) $124,848,358.03 $11,294,661.95 $136,143,019.98
2020 135,257,500.06 (10,217,119.50) 125,040,380.56 12,874,766.64 137,915,147.20
2021 135,259,850.06 (10,217,119.50) 125,042,730.56 13,480,603.37 138,523,333.93
2022 135,256,350.04 (10,217,119.50) 125,039,230.54 13,480,603.37 138,519,833.91
2023 135,257,600.04 (10,217,119.50) 125,040,480.54 13,476,443.42 138,516,923.96
2024 130,806,600.04 (10,986,150.00) 119,820,450.04 18,715,998.81 138,536,448.85
2025 130,803,150.04 (10,986,150.00) 119,817,000.04 18,733,568.61 138,550,568.65
2026 125,925,150.04 (10,986,150.00) 114,939,000.04 25,115,162.38 140,054,162.42
2027 139,202,025.04 (10,986,150.00) 128,215,875.04 11,857,089.63 140,072,964.67
2028 131,744,675.04 (10,220,525.00) 121,524,150.04 18,563,952.28 140,088,102.32
2029 131,940,343.78 (10,220,525.00) 121,719,818.78 18,386,250.33 140,106,069.11
2030 112,270,481.28 (10,220,525.00) 102,049,956.28 38,077,941.82 140,127,898.10
2031 90,606,025.04 (10,220,525.00) 80,385,500.04 59,757,562.98 140,143,063.02
2032 90,486,575.04 (10,220,525.00) 80,266,050.04 59,998,769.97 140,264,820.01
2033 90,287,518.78 (10,220,525.00) 80,066,993.78 60,324,980.05 140,391,973.83
2034 150,752,193.78 (10,220,525.00) 140,531,668.78 - 140,531,668.78
2035 150,748,506.28 (10,220,525.00) 140,527,981.28 - 140,527,981.28
2036 150,749,887.52 (10,220,525.00) 140,529,362.52 - 140,529,362.52
2037 149,342,375.02 (10,220,525.00) 139,121,850.02 - 139,121,850.02
2038 149,339,456.26 (10,220,525.00) 139,118,931.26 - 139,118,931.26
2039 151,136,081.26 (10,220,525.00) 140,915,556.26 - 140,915,556.26
2040 149,309,286.26 (8,393,859.26) 140,915,427.00 - 140,915,427.00
2041 147,370,650.00 (6,453,125.00) 140,917,525.00 - 140,917,525.00
2042 145,299,937.50 (4,383,859.38) 140,916,078.12 - 140,916,078.12
2043 143,151,162.50 (2,233,875.00) 140,917,287.50 - 140,917,287.50
2044 75,134,037.50 - 75,134,037.50 - 75,134,037.50
2045 75,133,787.50 - 75,133,787.50 - 75,133,787.50
2046 75,134,662.50 - 75,134,662.50 - 75,134,662.50
2047 53,729,400.00 - 53,729,400.00 - 53,729,400.00
2048 24,804,000.00 - 24,804,000.00 - 24,804,000.00
$3,641,392,634.93 ($239,229,105.34) $3,402,163,529.59 $394,138,355.63 $3,796,301,885.22
Notes: (1) Due to sequestration, the federal direct payments on the Louisville and Jefferson County Metropolitan Sewer District Sewer and Drainage Sy stem Revenue
Bonds, Series 2009C Build America Bonds and Louisville and Jefferson County Metropolitan Sewer District Sewer and Drainage Sy stem Revenue Bonds,
Series 2010A Build America Bonds were reduced by 6.2% for fiscal year 2019 and 7.0% for fiscal years 2020 through 2023. For fiscal years 2024 through
2043, the federal direct payments are assumed at the original rate due on the outstanding Series 2009C BABs and 2010A BABs.
(2) Includes estimated net swap payments and interest on and projected amortization following future refinancing of the Series 2018 Notes. Does not include
the principal of the Series 2018 Notes payable at maturity.
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LITIGATION INVOLVING DISTRICT

The District has advised that there is no litigation or other legal proceeding pending or, to the
knowledge of the District, threatened to restrain or enjoin the issuance, sale or delivery of the Series 2018
Notes or the implementation of the plan of financing described herein, or in any way contesting or affecting
the validity of the Series 2018 Notes or the plan of financing described herein or any proceedings of the
District taken with respect to the issuance or sale of the Series 2018 Notes, the pledge or application of any
moneys or securities provided for the payment of the Series 2018 Notes or the existence or powers of the
District insofar as they relate to the authorization, sale and issuance of the Series 2018 Notes or such pledge
or application of moneys and securities or the implementation of the plan of financing described herein.

The District has further advised that there is no litigation or other legal proceeding pending or, to
the knowledge of the District, threatened which challenges the authority of the District to operate the System
or to collect revenues therefrom or which contests the creation, organization or existence of the District or
the title of any of its Board members or executive staff to their respective offices.

On April 10, 2009 the United States District Court for the Western District of Kentucky, Louisville
Division (the "Court"), entered an Amended Consent Decree, in Civil Action No.: 3:08-CV- 00608-CRS
(the "Amended Consent Decree"). The Amended Consent Decree amended, superseded and replaced the
original Consent Decree entered by the Court on August 12, 2005 between the Commonwealth of Kentucky,
the United States of America and the District. The Amended Consent Decree resolved all pending claims
of violations of the Federal Water Pollution Control Act, as amended by the Clean Water Act of 1977, and
the Water Quality Act of 1987 (the "Clean Water Act") pursuant to 33 U.S.C. 1251 et seq. and the
regulations promulgated thereunder.

By entering into the Amended Consent Decree the District neither admitted nor denied the alleged
violations described therein but did acknowledge that sanitary sewer overflows and unauthorized discharges
have occurred and the District accepted the obligations imposed under the Amended Consent Decree. To
date, the District has complied with all submittals and reporting requirements contained in the Amended
Consent Decree. A copy of the Amended Consent Decree is available at the offices of the District. The
District intends to perform all Capital Improvement Program and other requirements contained in the
Amended Consent Decree. The cost of the capital improvements required to be completed under the
Amended Consent Decree is currently estimated to be approximately $936 million, which costs have been
or will be financed using proceeds of the District’s Sewer and Drainage System Revenue Bonds, Series
2008, Series 2009C, Series 2010A, Series 2013C, Series 2014A, Series 2015A, Series 2016A and Series
2017A. The Amended Consent Decree contains stipulated penalties for the District’s failure to comply
with provisions contained in the Amended Consent Decree. The District has agreed to make total
expenditures under the original Consent Decree and the Amended Consent Decree for Supplemental
Environmental Projects in an amount not less than $2,250,000.

The Final Sanitary Sewer Discharge Plan and the CSO Long Term Control Plan were submitted
concurrently and certified on December 19, 2008, under the title of the Integrated Overflow Abatement
Plan (IOAP). The IOAP was accepted by the Court and incorporated by reference into the Amended
Consent Decree by an Order signed February 12, 2010, that was entered into the public record February 15,
2010.

By letter dated October 25, 2013, the United States Department of the Treasury (the "Treasury")
notified the District that the District apparently violated regulations governing the use of State and Local
Government ("SLGS") securities by impermissibly using the Treasury’s SLGS program to create a cost-
free option and invited the District to respond. The District responded by letter dated February 13, 2014.
On June 6, 2014, the Treasury issued a final agency decision stating, in effect, that the District had violated
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the regulations. The Treasury suspended the District from participating in the SLGS program for five years,
but it left open the possibility of a waiver with respect to the purchase of certain SLGS securities. The
District disagreed with the final agency decision, but elected not to contest the decision in court. By letter
dated September 3, 2015, the United States Department of Justice ("DOJ") notified the District that it "has
been investigating whether MSD’s violations of the SLGS regulations may give rise to civil monetary
liability" and that it "is considering initiating civil litigation against MSD." DOQJ invited the District to
present its position and to explore the possibility of resolving the matter without litigation, and the District
has been doing so. At this time the District cannot predict the outcome, including potential monetary
consequences, of the DOJ investigation.

The District is a defendant from time to time in various lawsuits. Although the outcome of these
lawsuits is not presently determinable, it is the opinion of the District that resolution of these matters will
not result in a material adverse effect on the operations, properties or financial condition of the District.

The District has further advised that there is no litigation or other legal proceeding (other than that
relating to the Amended Consent Decree) pending or, to the knowledge of the District, threatened against
or affecting the District or its Board wherein an unfavorable decision, ruling or finding would have a
materially adverse effect on the operations, properties or financial condition of the District.

APPROVAL OF LEGAL PROCEEDINGS

The issuance of the Series 2018 Notes is subject to the approval of Wyatt, Tarrant & Combs LLP,
Louisville, Kentucky, Bond Counsel, whose approving opinion will be delivered with the Series 2018
Notes. Certain legal matters will be passed upon for the District by its General Counsel, Paula M. Purifoy,
Esq.

Bond Counsel has reviewed legal matters incident to those sections of the Official Statement
entitled "The Series 2018 Notes," "Security and Sources of Payment for the Series 2018 Notes," "Tax
Treatment," and "Appendix A — Definitions of Certain Terms and Summary of Provisions of the Bond
Resolution and Note Resolution,” and is of the opinion that the statements contained in such sections are,
as to law and legal conclusions, correct and that such sections fairly summarize the contents of the
documents therein described. Bond Counsel assumes no responsibility for the accuracy or completeness of
other statements or financial information contained in this Official Statement.

TAX TREATMENT
General

In the opinion of Wyatt, Tarrant & Combs, LLP, Bond Counsel, (i) under the Internal Revenue
Code (the “Code”) as presently enacted and construed, interest on the Series 2018 Notes is excludable from
gross income for federal income tax purposes and (ii) the Series 2018 Notes are exempt from ad valorem
taxation, and the interest thereon is exempt from income taxation, by the Commonwealth of Kentucky and
all of its political subdivisions and taxing authorities.

A copy of the form of opinion of Bond Counsel for the Series 2018 Notes is set forth in Appendix
D, attached hereto.

The Code imposes various restrictions, conditions, and requirements relating to the qualification of
the Series 2018 Notes as so-called "tax-exempt" bonds. The District has covenanted to comply with certain
restrictions designed to ensure that interest on the Series 2018 Notes will not be includable in gross income
for federal income tax purposes. Failure to comply with these covenants could result in the Series 2018
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Notes not qualifying as "tax-exempt bonds," and thus interest on the Series 2018 Notes being includable in
the gross income of the holders thereof for federal income tax purposes. Such failure to qualify and the
resulting inclusion of interest could be required retroactively to the date of issuance of the Series 2018
Notes. The opinion of Bond Counsel assumes compliance with these covenants. However, Bond Counsel
has not undertaken to determine (or to inform any person) whether any actions taken (or not taken) or events
occurring (or not occurring) after the date of issuance of the Series 2018 Notes may adversely affect either
the federal or Kentucky tax treatment of the Series 2018 Notes.

Certain requirements and procedures contained or referred to in the Note Resolution and other
relevant documents may be changed and certain actions (including, without limitation, defeasance of the
Series 2018 Notes) may be taken or omitted under the circumstances and subject to the terms and conditions
set forth in such documents. Bond Counsel expresses no opinion as to any Series 2018 Notes or the interest
thereon if any such change occurs or action is taken or omitted upon the advice or approval of bond counsel
other than Wyatt, Tarrant & Combs, LLP.

Although Bond Counsel for the Series 2018 Notes is of the opinion that interest on the Series 2018
Notes will be excludible from gross income for federal income tax purposes and the Series 2018 Notes will
be exempt from Kentucky income tax, as described above, the ownership or disposition of, or the accrual
or receipt of interest on, the Series 2018 Notes may otherwise affect a Holder's Federal, state or local tax
liabilities. The nature and extent of these other tax consequences may depend upon the particular tax status
of the Holder or the Holder's other items of income or deduction. Bond Counsel expresses no opinions
regarding any tax consequences other than what is set forth in its opinion and each Holder or potential
Holder is urged to consult with tax counsel with respect to the effects of purchasing, holding or disposing
the Series 2018 Notes on the tax liabilities of the individual or entity.

Receipt of interest on or the ownership or disposition of Series 2018 Notes may result in other
collateral federal, state or local tax consequence for certain taxpayers. Such effects may include, without
limitation, increasing the federal tax liability of certain foreign corporations subject to the branch profits
tax imposed by Section 884 of the Code, increasing the federal tax liability of certain insurance companies
under Section 832 of the Code, increasing the federal tax liability and affecting the status of certain S
Corporations subject to Sections 1362 and 1375 of the Code, increasing the federal tax liability of certain
individual recipients of Social Security or Railroad Retirement benefits under Section 86 of the Code and
limiting the amount of the earned income credit under Section 32 of the Code that might otherwise be
available. Ownership of any of the Series 2018 Notes may also result in the limitation of interest and certain
other deductions for financial institutions and other taxpayers pursuant to Section 265 of the Code.
Residence of the Holder of Series 2018 Notes in a state other than Kentucky or being subject to tax in a
state other than Kentucky, may result in income or other tax liabilities being imposed by such states or their
political subdivisions based on the interest or other income from the Series 2018 Notes.

The District has not designated the Series 2018 Notes as "qualified tax-exempt obligations™ under
Section 265 of the Code.

Original Issue Premium

"Acquisition Premium" is the excess of the cost of a note over the stated redemption price of such
note at maturity. The Series 2018 Notes have a yield that is lower than their stated interest rate, as shown
on the cover page hereto, and are therefore being initially offered and sold to the public at an Acquisition
Premium. For federal income tax purposes, the amount of Acquisition Premium on each note the interest
on which is excludable from gross income for federal income tax purposes ("tax-exempt notes') must be
amortized and will reduce the bondholder's adjusted basis in that note. However, no amount of amortized
Acquisition Premium on tax-exempt notes may be deducted in determining a noteholder’s taxable income
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for federal income tax purposes. The amount of any Acquisition Premium paid on the Series 2018 Notes
that must be amortized during any period will be based on the "constant yield" method, using the original
bondholder's basis in such bonds and compounding semiannually. This amount is amortized ratably over
each semiannual period on a daily basis.

Holders of the Series 2018 Notes should consult their own tax advisors as to the effect of
Acquisition Premium with respect to their own tax situation and as to the treatment of Acquisition Premium
for state and local tax purposes.

FINANCIAL STATEMENTS

The financial statements of the District for the fiscal year ended June 30, 2017 included as
Appendix B of this Official Statement and an integral part of this Official Statement, have been audited by
Crowe Horwath LLP, independent auditors, as stated in their report.

The interim unaudited financial statements of the District as of June 30, 2018 are included in
Appendix C, which is an integral part of this Official Statement.

RATINGS

Moody's Investors Service, Inc. ("Moody's") and Standard & Poor's Ratings Services, a Division
of The McGraw Hill Companies, Inc. ("S&P") have assigned the ratings of " MIG 1" and "SP-1+",
respectively, to the Series 2018 Notes. Such ratings reflect only the views of the respective rating agency.
An explanation of the significance of the rating given by Moody’s may be obtained from Moody's at
Moody's Investors Service, Inc., 7 World Trade Center, 250 Greenwich Street, Public Finance Group - 23rd
Floor, New York, New York 10007, (212) 553-0300. An explanation of the rating given by S&P may be
obtained from Standard & Poor's Ratings Services at 55 Water Street, New York, New York 10041, (212)
438-2124. There is no assurance that such ratings will continue for any given period of time or that they
will not be revised downward or withdrawn entirely by a rating agency if in its judgment circumstances so
warrant. Any such downward revision or withdrawal of such a rating could have an adverse effect on the
market price of the Series 2018 Notes.

UNDERWRITING

The Series 2018 Notes are being purchased for reoffering by (the
"Underwriter"). The Underwriter has agreed to purchase the Series 2018 Notes at an aggregate purchase
price of $ (reflecting the par amount of the Series 2018 Notes, plus premium of
$ , and less underwriter's discount of $ ). The initial public offering
price, which produces the yield set forth on the cover page of this Official Statement, may be changed by
the Underwriter and the Underwriter may offer and sell the Series 2018 Notes to certain dealers (including
dealers depositing Series 2018 Notes into investment trusts) and others at prices lower than the offering
price which produces the yield set forth on the cover page.

FINANCIAL ADVISOR

J.J.B. Hilliard, W.L. Lyons, LLC has been employed as Financial Advisor to the District in
connection with the issuance of the Series 2018 Notes. The Financial Advisor's fee for services rendered
with respect to the sale of the Series 2018 Notes is contingent upon the issuance and delivery thereof. This
Official Statement was prepared and distributed by the Financial Advisor. The information set forth herein
was obtained from the District and other sources believed to be reliable, but is not guaranteed as to accuracy
or completeness by, and is not to be construed as a representation of the Financial Advisor.
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CONTINUING DISCLOSURE

In accordance with Securities and Exchange Commission Rule 15¢2-12 (the "Rule"), the District
will agree, pursuant to a Continuing Disclosure Certificate to be dated and delivered as of the date of
issuance and delivery of the Series 2018 Notes (the "Disclosure Certificate™), to cause the following
information to be provided:

(1 to the Municipal Securities Rulemaking Board (the "MSRB"), certain annual financial
information and operating data, including audited financial statements prepared in
accordance with generally accepted accounting principles as applied to governmental
units, generally consistent with the information contained under the headings "THE
DISTRICT — Customer History, " " THE DISTRICT — Rate History, " and in "Appendix
B" (the "Financial Data") of the Official Statement; such information shall be provided
on or before the January 1 following the fiscal year ending on the preceding June 30,
commencing with the fiscal year ended June 30, 2018; provided that the audited financial
statements may not be available by such date, but will be made available immediately
upon delivery thereof by the auditor to the Obligated Person;

(i) In a timely manner not in excess of ten business days after the occurrence of the event
to the MSRB, notice of the occurrence of the following events, with respect to the Series
2018 Notes:

@) Principal and interest payment delinquencies;

(b) Non-payment related defaults, if material;

(©) Unscheduled draws on debt service reserves reflecting financial difficulties;

(d) Unscheduled draws on credit enhancements reflecting financial difficulties;

(e) Substitution of credit or liquidity providers, or their failure to perform;

(f Adverse tax opinions, the issuance by the Internal Revenue Service of proposed
or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-
TEB) or other material notices or determinations with respect to the tax status
of the security, or other material events affecting the tax-exempt status of the
security;

(9) Modifications to rights of security holders, if material;

(h) Bond calls, if material, and tender offers (except for mandatory scheduled
redemptions not otherwise contingent upon the occurrence of an event);

(1) Defeasances;

() Release, substitution or sale of property securing repayment of the securities, if
material;

(K) Rating changes;

() Bankruptcy, insolvency, receivership or similar event of the obligated person

(Note: For the purposes of this event, the event is considered to occur when any
of the following occur: The appointment of a receiver, fiscal agent or similar
officer for an obligated person in a proceeding under the U.S. Bankruptcy Code
or in any other proceeding under state or federal law in which a court or
governmental authority has assumed jurisdiction over substantially all of the
assets or business of the obligated person, or if such jurisdiction has been
assumed by leaving the existing governing body and officials or officers in
possession but subject to the supervision and orders of a court or governmental
authority, or the entry of an order confirming a plan of reorganization,
arrangement or liquidation by a court or governmental authority having
supervision or jurisdiction over substantially all of the assets or business of the
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obligated person);

(m) The consummation of a merger, consolidation, or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the obligated
person, other than in the ordinary course of business, the entry into a definitive
agreement to undertake such an action or the termination of a definitive
agreement relating to any such actions, other than pursuant to its terms, if
material; and

(n) Appointment of a successor or additional trustee or the change of name of a
trustee, if material.

(i) in a timely manner, to the MSRB, notice of a failure of an obligated person to provide
the required Annual Financial Information on or before the date specified in the

Continuing Disclosure Certificate.

The Disclosure Certificate provides holders of the Series 2018 Notes, including beneficial owners
of the Series 2018 Notes, with certain enforcement rights in the event of a failure by the District to comply
with the terms thereof; however, a default under the Disclosure Certificate does not constitute an event of
default under the Note Resolution. The Disclosure Certificate may also be amended or terminated under
certain circumstances in accordance with the Rule as more fully described therein. Holders of the Series
2018 Notes are advised that the Disclosure Certificate, the form of which is obtainable from the Financial
Advisor, should be read in its entirety for more complete information regarding its contents.

For purposes of this transaction with respect to events as set forth in the Rule:
(1 there are no credit enhancements applicable to the Series 2018 Notes; and
(i) there are no liquidity providers applicable to the Series 2018 Notes.

Pursuant to outstanding continuing disclosure undertakings (the "Existing Undertakings™) the
District is required to file certain annual financial information with the MSRB by January 1 of each year.
The District has filed its annual financial information in accordance with the Existing Undertakings and, to
the best of the District’s knowledge, is in material compliance with the continuing disclosure undertaking
requirements of the Rule in connection with its outstanding obligations that are subject to such
requirements. In the past five years, the District has been made aware that there have been changes to the
credit ratings on certain obligations of the District resulting from changes to the credit rating of credit
enhancers providing bond insurance for those obligations, for which continuing disclosure event notices
were not filed. Such changes to the credit ratings were made without any formal notice of the change to the
District.

CONCLUDING STATEMENT

The foregoing summaries or descriptions of provisions of the Note Resolution and all references to
other materials not purporting to be quoted in full, are only brief outlines of certain provisions thereof and
do not purport to be complete statements of such documents and provisions. Reference is hereby made to
the complete documents, copies of which will be furnished by the District upon request, for further
information.

Any statements in this Official Statement involving matters of opinion, whether or not expressly
so stated, are intended as such and not as representations of fact. This Official Statement is not to be
construed as a contract or agreement between the District and the purchasers or holders of any of the Series
2018 Notes.
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This Official Statement has been approved by the District as of the date set forth on the cover
hereof.

LOUISVILLE AND JEFFERSON COUNTY
METROPOLITAN SEWER DISTRICT

By:
Chair

By:

Chief Financial Officer and Secretary-Treasurer
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APPENDIX A

DEFINITIONS OF CERTAIN TERMS AND SUMMARY OF PROVISIONS OF THE
BOND RESOLUTION AND NOTE RESOLUTION



DEFINITIONS OF CERTAIN TERMS AND SUMMARY OF PROVISIONS OF THE BOND
RESOLUTION AND NOTE RESOLUTION

The descriptions and summaries set forth herein are not intended to be comprehensive or
definitive, and reference is made to the Bond Resolution and the Note Resolution for the complete details
of all terms and conditions. All statements herein are qualified in their entirety by reference to the Bond
Resolution and Note Resolution. Copies of the Bond Resolution and Note Resolution are available from
the District.

Definitions

"Account" means an Account established pursuant to the Bond Resolution, including the General
Subaccount in the Note Account and the Subordinated Debt Subaccounts.

"Accountant” shall mean an independent, certified public accountant, or a firm of independent,
certified public accountants, selected by the District.

"Accountant's Certificate" means a certificate of an independent certified public accountant or
firm of accountants (who may be the accountant or firm which regularly audits the books of the District)
selected by the District.

"Accreted Value" means, with respect to any Capital Appreciation Bond, an amount equal to the
principal amount of such Capital Appreciation Bond (determined on the basis of the principal amount
per $5,000 at maturity thereof) plus the amount assuming semiannual compounding of earnings which
would be produced on the investment of such principal amount, beginning on the dated date of such
Capital Appreciation Bond and ending at the maturity date thereof, at a yield which, if produced until
maturity, will produce $5,000 at maturity. As of any Valuation Date, the Accreted Value of any Capital
Appreciation Bonds shall mean the amount set forth for such date in the Supplemental Resolution
authorizing such Capital Appreciation Bonds and as of any date other than a Valuation Date, the sum of
(a) the Accreted Value on the preceding Valuation Date and (b) the product of (1) a fraction, the
numerator of which is the number of days having elapsed from the preceding Valuation Date and the
denominator of which is the number of days from such preceding Valuation Date to the next succeeding
Valuation Date and (2) the difference between the Accredited Values for such Valuation Dates.

"Accrued Aggregate Debt Service" for any period means, as of any date of calculation and with
respect to any Series, an amount equal to the sum of the amounts of accrued Debt Service with respect
to all Series, calculating the accrued Debt Service with respect to each Series at an amount equal to the
sum of [i] interest on the Bonds of such Series accrued and unpaid and to accrue to the end of the then
current calendar month and [ii] Principal Installments due and unpaid and that portion of the Principal
Installment for such Series next due which would have accrued (if deemed to accrue in the manner set
forth in the definition of Debt Service) to the end of such calendar month. The principal and interest
portions of the Accreted Value and Appreciated Value of Capital Appreciation Bonds and Capital
Appreciation and Income Bonds, respectively, becoming due at maturity or by virtue of a Sinking Fund
Installment shall be included in the calculations of accrued and unpaid and accruing interest or Principal
Installments in such manner and during such period of time as is specified in the Supplemental Resolution
authorizing such Bonds.

"Act" means Kentucky Revised Statutes Chapters 58, 65 and 76, including particularly Sections
76.55 et seq., inclusive, and Section 56.513, as the same may be from time to time amended, and
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successor provisions.

"Act of Bankruptcy" shall mean any of the following events:

(@) The District shall (1) apply for or consent to the appointment of, or the taking
of possession by, a receiver, custodian, trustee, liquidator or the like of the District, or of all or a
substantial part of the property of any of them, (2) commence a voluntary case under the Federal
Bankruptcy Code (as now or hereafter in effect) or (3) file a petition seeking to take advantage
of any other law relating to bankruptcy, insolvency, reorganization, winding-up or composition
or adjustment of debts; or

(b) A proceeding or case shall be commenced, without the application or consent of

the District, as the case may be, in any court of competent jurisdiction, seeking (1) theliguidation,
reorganization, dissolution, winding-up, or the composition or adjustment of debts, of the
District,
(2) the appointment of a trustee, receiver, custodian, liquidator or the like of the District or of all
or any substantial part of the assets of the District, or (3) similar relief in respect of the District
under any law relating to bankruptcy, insolvency, reorganization, winding-up or composition or
adjustment of debts, and such proceeding or case shall continue undismissed, or an order,
judgment or decree approving or ordering any of the foregoing shall be entered and continue
unstayed and in effect for a period of 30 days from the commencement of such proceeding or
case.

"Additional Bonds" means Bonds authenticated and delivered upon original issuance pursuant
to the Bond Resolution and any Bonds thereafter authenticated and delivered in lieu of or in substitution
for such Bonds pursuant to the Bond Resolution.

"Affiliate" of any specified Person shall mean any other Person directly or indirectly controlling
or controlled by or under direct or indirect common control with such specified Person. For purposes of
this definition, "control™ when used with respect to any specified Person shall mean the power to direct
the management and policies of such Person, directly or indirectly, whether through the ownership of
voting securities by contract or otherwise; and the terms "controlling” and "controlled" have meanings
correlative to the foregoing.

"Agent Member" shall mean a member of, or participant in, the Securities Depository.

"Aggregate Debt Service" for any period means, as of any date of calculation and with respect
to all Bonds, the sum of the amounts of Debt Service for such period.

"Aggregate Net Debt Service" for any period means, as of any date of calculation and with
respect to all Bonds, the Aggregate Debt Service for such period, less any amounts available or expected
to be available in the ordinary course for the payment of Debt Service during such period pursuant to the
Resolution (including but not limited to interest or other income available or expected to be available for
payment of Debt Service during such period from the Reserve Account).

"Annual Budget" means the budget adopted or in effect for a particular Fiscal Year as provided
in the Resolution.

"Appreciated Value" means, with respect to any Capital Appreciation and Income Bond up to
the Interest Commencement Date, an amount equal to the principal amount of such Capital Appreciation
and Income Bond (determined on the basis of the principal amount per $5,000 at the Interest
Commencement Date thereof) plus the amount, assuming semi-annual compounding of earnings which
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would be produced on the investment of such principal amount, beginning on the dated date of such
Capital Appreciation and Income Bond and ending on the Interest Commencement Date, at a yield which,
if produced until the Interest Commencement Date, will produce $5,000 at the Interest Commencement
Date. As of any Valuation Date, the Appreciated Value of any Capital Appreciation and Income Bond
shall mean the amount set forth for such date in the Supplemental Resolution authorizing such Capital
Appreciation Bonds and as of any date other than a Valuation Date, the sum of (a) the Appreciated Value
on the preceding Valuation Date and (b) the product of (1) a fraction, the numerator of which is the
number of days having elapsed from the preceding Valuation Date and the denominator of which is the
number of days from such preceding Valuation Date to the next succeeding Valuation Date and (2) the
difference between the Appreciated Values for such Valuation Dates.

"Authorized District Representative” shall mean the Chairperson or Vice-Chairperson or
Executive Director or Director of Finance or Secretary or Treasurer of the District or such Persons as, at
the time, are designated to act in behalf of the District by written certificate furnished to the Paying Agent
and the District, containing the specimen signature of each such Person and signed on behalf of the
District.

"Authorized Denominations" shall mean $5,000 or any integral multiple thereof.

"Authorized Investments" shall mean any of the following securities, to the extent legal for
investment of the District's funds: [a] Government Obligations and, to the extent from time to time
permitted by law, [b] obligations of [i] Federal Home Loan Banks, senior debt obligations, [ii] Federal
Home Loan Mortgage Corporation, participation certificates and senior debt obligations, [iii] Student
Loan Marketing Association, senior debt obligations, [iv] Resolution Funding Corporation and [v]
Federal National Mortgage Association mortgage-backed securities and senior debt obligations; [c]
money market funds registered under the Federal Investment Company Act of 1940, whose shares are
registered under the Federal Securities Act of 1933, and having a rating by Standard and Poor's of
AAAM-G, AAAmM or AAm; [d] certificates of deposit or time deposits of any bank, any branch of any
bank, trust company or national banking association or any savings and loan association; provided,
however, that such certificates of deposit or time deposits shall be fully secured, to the extent not insured
by the Federal Deposit Insurance Corporation or the Federal Savings and Loan Insurance Corporation,
by Government Obligations in which the Note Registrar has a perfected first security interest, [e]
investment agreements (for investment of moneys held in the Construction and Acquisition Fund) or
other investments approved in writing by the Insurer, [f] commercial paper rated at the time of purchase,
"Prime-1" by Moody's and "A-1" or better by S&P, [g] bonds or notes issued by any state or municipality
which are rated by Moody's and S&P in one of the two highest rating categories assigned by such
agencies, [h] federal funds or banker acceptances with a maximum term of 1 year with a rating of "Prime-
1" or "A-3" or better by Moody's and "A-1" or "A" or better by S&P, and [i] any repurchase agreement
approved in writing by the Insurer or any repurchase agreement with a term not in excess of 30 days that
is a legal investment for public funds under state law (as determined by a written legal opinion delivered
to the District) and is with a primary dealer on the Federal Reserve reporting dealer list rated A or better
by Moody's and S&P or any bank or trust company (including the Note Registrar) rated "A" or better by
Moody's and S&P for Government Obligations or obligations described in [b] above in which the Note
Registrar shall be given a first security interest and on which no third party shall have a lien. The
underlying repurchase obligations must be valued weekly and marked to market at a current market price
plus accrued interest of at least 104% (105% if the underlying securities are Federal National Mortgage
Association Mortgage-backed securities and senior debt obligations) of the amount of the repurchase
obligations of the bank or trust company. All obligations purchased must be transferred to the Note
Registrar or a third party agent by physical delivery or by an entry made on the records of the issuer of
such obligations. Any investment in a repurchase agreement shall be considered to mature on the date
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the obligor providing the repurchase agreement is obligated to repurchase the obligations. Any
investment in obligations described in [a] and [b] above may be made in the form of an entry made on
the records of the issuer of the particular obligation.

The Note Registrar, any Paying Agent, or other custodian of funds of the District, respectively,
may trade with itself in the purchase and sale of securities for such investment and may charge its
ordinary and customary fees for such trades, including cash sweep account fees. In the absence of any
direction from the District, the Note Registrar, any Paying Agent, or other custodian of funds of
the District, respectively, shall invest all funds in sweep accounts, money market funds and similar short-
term investments, provided that all such investments shall constitute Authorized Investments.

"Authorized Newspaper" means The Bond Buyer or any other financial newspaper customarily
published at least once a day for five days (other than legal holidays) in each calendar week, printed in
the English language and of general circulation in the Borough of Manhattan, City and State of New
York.

"Authorized Officer of the District" means any person authorized by the District to perform the
act or sign the document in question.

"Board" means the Board of the District, or such board, commission or agency as may succeed
to the duties and responsibilities of such Board.

"Bond" or "Bonds" means any bonds, notes or other evidences of indebtedness (other than
Subordinated Debt), as the case may be, authenticated and delivered pursuant to the Resolution.

"Bond Counsel" means a nationally recognized municipal bond attorney or firm of municipal
bond attorneys, acceptable to the District.

"Bond Fund" means the Bond Fund established in the Resolution.

"Bondholder" or "Holder of Bonds" or "Holder" means any person who shall be the registered
owner of any Bond or Bonds. Notwithstanding this definition, with respect to any Bonds which are
registered in Book-Entry Form, the Paying Agent shall be entitled to rely upon written instructions from
a majority of the beneficial owners of the Bonds with reference to consent, if any, required from
Bondholders under the Resolution.

"Bond Register” means the form or system or document in which the ownership of Bonds is
recorded by the Bond Registrar.

"Bond Registrar” means any bank or trust company organized under the laws of any state of the
United States of America or national banking association appointed by the District to perform the duties
of Bond Registrar enumerated in the Resolution.

"Bond Resolution" shall mean the District's Sewer and Drainage System Revenue Bond
Resolution as adopted on December 7, 1992, and amended on March 4, 1993, June 30, 1993, December
14, 1994, January 25, 1996 and February 24, 2003, as the same may be further amended and
supplemented from time to time.

"Book-Entry Form" or "Book-Entry System" means, with respect to the Bonds, a form or system,
as applicable, under which (i) the ownership of beneficial interests in Bonds and bond service charges
may be transferred only through a book entry and (ii) physical Bond certificates in fully registered form
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are registered only in the name of a Securities Depository or its nominee as Holder, with the physical
Bond certificates in the custody of a Securities Depository.

"Business Day" means any day other than a Saturday, Sunday or legal holiday in the
Commonwealth or a day on which either Bond Registrar, the Paying Agent or the District is legally
authorized to close.

"Capital Appreciation Bonds" means any Bonds issued under the Resolution as to which interest
is payable only at the maturity or prior redemption of such Bonds, as further described in the Resolution.

"Capital Appreciation and Income Bonds" means any Bonds issued under the Resolution as to
which interest is deferred prior to the Interest Commencement Date, as further described in the Resolution.

"Chairperson™ means the Chairperson of the District, or such Officer of the District as may
succeed to the duties and responsibilities of the Chairperson.

"Closing Date" shall mean the date of the issuance and delivery of a series of Notes.

"Code" shall mean the Internal Revenue Code of 1986, as amended, as it applies to the Notes,
including applicable regulations and revenue rulings thereunder.

"Commonwealth" means the Commonwealth of Kentucky.

"Construction and Acquisition Fund" means the Construction and Acquisition Fund established
in the Resolution.

"Cost of Construction and Acquisition” means, with respect to a Project, the District's costs,
expenses and liabilities paid or incurred or to be paid or incurred by the District in connection with the
planning, engineering, designing, acquiring, constructing, installing and financing, of a Project and the
obtaining of all governmental approvals, certificates, permits and licenses with respect thereto, including,
but not limited to, all costs relating to the acquisition, construction and installation of a Project and the
cost of any demolitions or relocations necessary in connection therewith, any good faith or other similar
payment or deposits required in connection with the purchase of a Project, the cost of acquisition by or
for the District of real and personal property or any interests therein, and costs of the District incidental
to such construction, acquisition or installation all costs relating to injury and damage claims relating to
a Project, the cost of any indemnity or surety bonds and premiums on insurance, preliminary investigation
and development costs, engineering fees and expenses, contractors' fees and expenses, the costs of labor,
materials, equipment and utility services and supplies, legal and financial advisory fees and expenses,
interest and financing costs, including, without limitation, bank commitment, line of credit, and letter of
credit fees, bond insurance and indemnity premiums, and any other means of providing credit
enhancement or credit support, costs incurred in connection with interest rate exchanges, futures
contracts or other similar financing arrangements, fees and expenses of the Fiduciaries, including
reasonable fees and expenses of counsel to the Fiduciaries, administration and general overhead expense
and costs of keeping accounts and making reports required by the Resolution prior to or in connection
with the completion of construction of a Project, amounts, if any, required by the Resolution to be paid
into the Bond Fund to provide, among other things, for interest accruing on Bonds and to provide for the
Debt Service Reserve Requirement or to be paid into the Renewal and Replacement Account for any of
the respective purposes thereof, payment when due (whether at the maturity of principal or the due date
of interest or upon redemption or purchase) on any indebtedness of the District, including Bonds, notes
and Subordinate Debt, incurred in respect of any of the foregoing, and working capital and reserves
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therefor, and all federal, state and local taxes and payments in lieu of taxes legally required to be paid in
connection with a Project and shall include reimbursements to the District for any of the above items
theretofore paid by or on behalf of the District. It is intended that this definition of Cost of Construction
and Acquisition be broadly construed to encompass all costs, expenses and liabilities of the District
related to a Project which on the date of adoption of the Resolution or in the future shall be permitted to
be funded with the proceeds of Bonds pursuant to the provisions of the laws of the Commonwealth.

"Credit Facility” means, a letter of credit, surety bond, loan agreement, standby purchase
agreement or other credit agreement, facility or insurance or guaranty arrangement which has been rated
not lower than "A" by Moody's or S&P's, or which is issued by an entity whose unsecured long term debt
or claims paying ability is rated not lower than "A" by Moody's or S&P's, in either case, pursuant to
which the District or another person is entitled to obtain funds to pay Bonds and interest thereon tendered
to the District or a third party for payment, purchase or redemption in accordance with the Resolution.

"Debt Service" for any period means, as of any date of calculation and with respect to any Series,
an amount equal to [i] the interest accruing during such period on Bonds of such Series plus [ii] the
portion of each Principal Installment for such Series which would accrue during such period if such
Principal Installment were deemed to accrue periodically in equal amounts from the next preceding
Principal Installment due date for such Series (or, if there shall be no such preceding Principal Installment
due date, from a date one year preceding the due date of such Principal Installment or from the date of
issuance of the Bonds of such Series, whichever date is later). For Variable Interest Rate Bonds, the
annual interest rate thereon and the resulting Debt Service shall be calculated by an Authorized Officer
and evidenced by a certificate from such Authorized Officer of the District in accordance with the
following procedure: for any Variable Interest Rate Bonds Outstanding on the date such certificate is
delivered, an Authorized Officer of the District shall estimate the Debt Service on such Bonds upon
reliance upon a written estimate of such Debt Service by the District's financial advisor which estimate
shall include assumptions with respect to the interest rate or rates to be borne by such Bonds and the
amounts and due dates of the Principal Installments for such Bonds; provided, however, that the interest
rate or rates assumed to be borne by any Variable Interest Rate Bonds shall not be less than the interest
rate borne by such Variable Interest Rate Bonds at the time that an Authorized Officer of the District
delivers such certificate. The principal and interest portions of the Accreted Value and Appreciated Value
of Capital Appreciation Bonds and Capital Appreciation and Income Bonds, respectively, becoming due
at maturity or by virtue of a Sinking Fund Installment shall be included in the calculations of accrued
and unpaid and accruing interest or Principal Installments in such manner and during such period of time
as is specified in the Supplemental Resolution authorizing such Bonds.

"Debt Service Account" means the Debt Service Account of the Bond Fund.

"Debt Service Reserve Requirement” as of a particular date of computation means an amount,
computed separately for each Series of Bonds, equal to the least of [i] ten percent (10%) of the face
amount of such Series, [ii] one hundred percent (100%) of the maximum Aggregate Net Debt Service
(as of the computation date) in the current or any future Fiscal Year and [iii] one hundred twenty-five
percent (125%) of average Aggregate Net Debt Service (as of the computation date) in the current or any
future Fiscal Year. For Variable Interest Rate Bonds, the Debt Service Reserve Requirement shall be the
maximum permitted amount with interest calculated at the lesser of the 30-year Revenue Bond Index
(published by The Bond Buyer no more than two weeks prior to the date of sale of such Variable Interest
Rate Bonds) or the Maximum Interest Rate. If any Variable Interest Rate Bond shall be converted to a
fixed rate Bond for the remainder of the term thereof, and as a result thereof a nominal deficiency shall
be created in the Bond Fund, the Debt Service Reserve Requirement shall be adjusted so as to exclude
the amount of such deficiency, but the Debt Service Reserve Requirement shall be increased in each
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Fiscal Year or portion thereof after the date of such conversion by an amount equal to one hundred
percent (100%) of the nominal deficiency, until there is no longer a nominal deficiency.

"Default” shall mean any event which with the giving of notice or lapse of time, or both, would
constitute an Event of Default.

"Defaulted Interest” shall have the meaning stated in Note Resolution.

"Defeasance Obligations" means (i) cash, (ii) U.S. Treasury Certificates, Notes and Bonds
(including State and Local Government Series - "SLGS"), (iii) direct obligations of the United States
Treasury which have been stripped by the Treasury itself (CATS, TIGRS and similar securities), (iv)
interest components of obligations of the Resolution Funding Corporation in book-entry form if such
obligations have been stripped by request to the Federal Reserve Bank of New York, (v) pre-refunded
municipal bonds rated "Aaa" by Moody's and "AAA" by S&P; however, if the issue is only rated by
S&P, then the pre-refunded bonds must have been pre-refunded with cash, direct U.S. or U.S. guaranteed
obligations, or AAA rated pre-refunded municipals, (vi) obligations issued by the following agencies
which are backed by the full faith and credit of the United States: (2) direct obligations or fullyguaranteed
certificates of beneficial ownership of the U.S. Export-Import Bank (Eximbank), (b) certificates of
beneficial ownership of the Farmers Home Administration, (c) obligations of the Federal Financing
Bank, (d) participation certificates of the General Services Administration, (e) guaranteed Title XI
financings of the U.S. Maritime Administration, (f) United States guaranteed New Community
Debentures, (g) United States guaranteed public housing notes and bonds, and (h) project notes and local
authority bonds of the U.S. Department of Housing and Urban Development, and (vii) any other
investments approved in writing by the Insurer.

"District" means the Louisville and Jefferson County Metropolitan Sewer District, a public body
corporate and political subdivision, created and established pursuant to the Act.

"District Certificate” shall mean a certificate signed by an Authorized District Representative
and delivered to the Paying Agent.

"District Note" shall mean any Note registered in the name of the District or any beneficial
ownership interest in the Notes held by the District.

"District Request", "District Order" or "District Consent” shall mean, respectively, a written
request, order or consent of the District, signed by an Authorized District Representative and delivered
to the Paying Agent.

"District Resolution" shall mean a resolution or other appropriate enactment by the District
certified by the Secretary or another Authorized District Representative to have been duly adopted by
the District and to be in full force and effect on the date of such certification, and delivered to the Paying
Agent.

"Eastern Time" shall mean the prevailing time in the City of Louisville, Kentucky.

"Eligible Moneys" shall mean (a) proceeds of the sale of Notes not sold to the District or an
Affiliate of the District, (b) moneys deposited with the Paying Agent by the District (including proceeds
of Notes sold to an Affiliate of the District) for the benefit of the Noteholders for more than 183 days
during which no Act of Bankruptcy has occurred as evidenced by a certificate of the District, (¢) moneys
with respect to which the District delivers to the Paying Agent an Opinion of Counsel with nationally
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recognized expertise in bankruptcy acceptable to the Paying Agent that such payments will not constitute
a voidable transfer or preference under and pursuant to Section 547 of the Federal Bankruptcy Code
and

(d) investment income on the foregoing types of money.

"Event of Default” shall have the meaning given to such term herein under the caption "Events
of Default.”

"Extraordinary Services and Extraordinary Expenses" shall mean all reasonable services
rendered and all reasonable expenses incurred by the Paying Agent under the Resolution other than
Ordinary Services and Ordinary Expenses.

"Federal Reserve Bank" means any one of the central banks constituting the Federal Reserve
System, created by the Federal Reserve Act of 1913, as amended, in order to regulate and aid the member
banks in its respective Federal Reserve district.

"Fiduciary" or "Fiduciaries" means the Bond Registrar, the Paying Agents, or any or all of them,
as may be appropriate or any bank, trust company, national banking association, savings and loan
association, savings bank or other banking association selected by the District as a depositary of monies
and securities held under the provisions of the Resolution, and may include the Bond Registrar.

"Fiscal Year" means each twelve (12) month period commencing on July 1 and ending on the
succeeding June 30.

"Fitch" shall mean Fitch Ratings, its successors and their assigns, and if such corporation shall
be dissolved or liquidated or shall no longer perform the functions of a municipal securities rating agency,
Fitch shall be deemed to refer to any other nationally recognized municipal securities rating agency
designated by the District.

"Fund" or "Funds" means, as the case may be, each or all of the Funds established in the
Resolution.

"Government Obligations" when used with respect to Bonds shall mean (i) any direct obligations
of the United States of America (including obligations issued or held in book-entry form on the books of
the Department of the Treasury) or obligations the principal and interest on which are unconditionally
guaranteed by the United States of America, and (ii) bonds, debentures, notes or other evidences of
indebtedness issued or guaranteed by any of the following federal agencies (including stripped
obligations thereof if such obligations have been stripped by the issuing agency itself) provided such
obligations are backed by the full faith and credit of the United States of America: [1] Farmer's Home
Administration; [2] General Services Administration; [3] United States Maritime Administration -
Guaranteed Title X1 Financing; [4] Federal Financing Bank; [5] United States Department of Housing
and Urban Development; [6] U.S. Export - Import Bank; [7] Federal Housing Administration
Debentures, and [8] Government National Mortgage Association guaranteed mortgage-backed bonds and
guaranteed pass- through obligations.

"Government Obligations” when used with respect to Notes shall mean, direct general
obligations of, or obligations the prompt payment of the principal of and the interest on which are fully
and unconditionally guaranteed by, the United States of America. In addition, investments having a
maturity of seven days or less in a money market or other fund, which fund is rated by Moody's and S &
P in the highest rating category, and investments of which fund are exclusively in Government
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Obligations, shall be considered investments in Government Obligations.
"Granting Clauses™ means the granting clauses appearing at the beginning of the Resolution.

"Immediate Notice" shall mean notice (a) by telex, telecopier or telephone, or delivery by hand,
(b) promptly followed by written notice by first class mail, postage prepaid, and (c) to such address or
such telex, telecopier or telephone number as the Person receiving such notice shall have previously
furnished to the Paying Agent in writing.

"Independent"” when used with respect to any specified Person shall mean such a Person who (a)
is in fact independent; (b) does not have any direct financial interest or any material indirect financial
interest in the District or any Affiliate of the District, other than the payment to be received under a
contract for services to be performed by such Person; and (c) is not connected with the District or any
Affiliate of the District, as an official, officer, employee, promoter, underwriter, trustee, partner,
subsidiary, director or Person performing similar functions.

"Interest Payment Date" shall mean the date or dates for the payment of interest on each series
of Notes as provided in the applicable series of Notes.

"Insurer" means any nationally recognized company engaged in the business of insuring bonds
which may from time to time insure the payment of the principal of and interest on all or a portion of the
Bonds of any Series.

"Interest Commencement Date" means, with respect to any particular Capital Appreciation and
Income Bond, the date specified in the Supplemental Resolution authorizing such Bonds, (which date
must be prior to the maturity date for such Bonds) after which interest ceases to be deferred and
compounds and the interest becomes currently payable.

"Investment Securities” means any of the following securities, to the extent legal for investment
of the District's funds: [a] Government Obligations and, to the extent from time to time permitted by law,
[b] obligations of [i] Federal Home Loan Banks, senior debt obligations, [ii] Federal Home Loan
Mortgage Corporation, participation certificates and senior debt obligations, [iii] Student Loan
Marketing Association, senior debt obligations, [iv] Resolution Funding Corporation and [v] Federal
National Mortgage Association mortgage-backed securities and senior debt obligations; [c] money
market funds registered under the Federal Investment Company Act of 1940, whose shares are registered
under the Federal Securities Act of 1933, and having a rating by Standard and Poor's of AAAM-G,
AAAmM or AAm; certificates of deposit or time deposits of any bank, any branch of any bank, trust
company or national banking association or any savings and loan association; provided, however, that
such certificates of deposit or time deposits shall be fully secured, to the extent not insured by the Federal
Deposit Insurance Corporation or the Federal Savings and Loan Insurance Corporation, by Government
Obligations in which the Bond Registrar has a perfected first security interest, [e] investment agreements
(for investment of moneys held in the Construction and Acquisition Fund) or other investments approved
in writing by the Insurer, [f] commercial paper rated at the time of purchase, "Prime-1" by Moody's and
"A-1" or better by S&P, [g] bonds or notes issued by any state or municipality which are rated by Moody's
and S&P in one of the two highest rating categories assigned by such agencies, [h] federal funds or
banker acceptances with a maximum term of 1 year with a rating of "Prime-1" or "A-3" or better by
Moody's and "A-1" or "A" or better by S&P, and [i] any repurchase agreement approved in writing by
the Insurer or any repurchase agreement with a term not in excess of 30 days that is a legal investment
for public funds under state law (as determined by a written legal opinion delivered to the District) and
is with a primary dealer on the Federal Reserve reporting dealer list rated A or better by Moody's and
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S&P or any bank or trust company (including the Bond Registrar) rated "A" or better by Moody's and S
& P for Government Obligations or obligations described in [b] above in which the Bond Registrar shall
be given a first security interest and on which no third party shall have a lien. The underlying repurchase
obligations must be valued weekly and marked to market at a current market price plus accrued interest
of at least 104% (105% if the underlying securities are Federal National Mortgage Association Mortgage-
backed securities and senior debt obligations) of the amount of the repurchase obligations of the bank or
trust company. All obligations purchased must be transferred to the Bond Registrar or a third party agent
by physicaldelivery or by an entry made on the records of the issuer of such obligations. Any investment
in a repurchase agreement shall be considered to mature on the date the obligor providing the repurchase
agreement is obligated to repurchase the obligations. Any investment in obligations described in [a] and
[b] above may be made in the form of an entry made on the records of the issuer of the particular
obligation.

The Bond Registrar, any Paying Agent, other Fiduciaries, or other custodian of funds of the
District, respectively, may trade with itself in the purchase and sale of securities for such investment and
may charge its ordinary and customary fees for such trades, including cash sweep account fees. In the
absence of any direction from the District, the Bond Registrar, any Paying Agent, other Fiduciaries, or
other custodian of funds of the District, respectively, shall invest all funds in sweep accounts, money
market funds and similar short-term investments, provided that all such investments shall constitute
Investment Securities.

"Maturity" when used with respect to any Note shall mean the date on which the principal of such
Note becomes due and payable as therein provided, whether at the Stated Maturity or by declaration of
acceleration, call for redemption or otherwise.

"Maximum Interest Rate" means, with respect to any particular Variable Interest Rate Bond, an
annual rate of interest, which shall be set forth in the Supplemental Resolution authorizing such Bond,
that shall be the maximum rate of interest such Bond may at any time bear.

"Minimum Interest Rate" means, with respect to any particular Variable Interest Rate Bond, an
annual rate of interest which may (but need not) be set forth in the Supplemental Resolution authorizing
such Bond, that shall be the minimum rate of interest such Bond may at any time bear.

"Moody's" means Moody's Investors Service, Inc., a corporation organized and existing under
the laws of the State of Delaware, its successors and their assigns, if any.

"Month™ means a calendar month.

"Net Revenues" for any period shall mean Revenues, less Operating Expenses for such period.

"Noteholder"”, "Owner", "owner", "Holder" or "holder" or any similar term, when used with
reference to any of the Notes, shall mean any Person who shall be the registered owner on the records

of the Note Registrar of any then Outstanding Notes.

"Notes" shall mean the District's Subordinated Sewer and Drainage System Revenue Notes
issued pursuant to the Note Resolution.

"Note Account" shall mean the fund created in Section 5.2 of the Note Resolution.
"Note Documents" shall mean the Note Resolution and the Notes.
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"Note Register"” shall have the meaning specified in Section 2.5 of the Note Resolution.

"Note Registrar" shall mean the Paying Agent in its capacity as bond registrar, appointed and
serving in such capacity pursuant to the Note Resolution.

"Note Resolution” or "Subordinated Debt Resolution” shall mean the Subordinate Debt
Resolution adopted by the District on April 26, 2010, as amended by the Subordinate Debt Sale
Resolution adopted on August 27, 2018.

"Notice by Mail" or "notice” of any action or condition "by Mail" shall mean a written notice
meeting the requirements of the Note Resolution mailed by first-class mail, postage prepaid, to the
Holders of specified Notes at the addresses shown in the Note Register. If, because of the temporary or
permanent suspension of mail service or for any other reason, it is impossible or impracticable to mail
any such notice in the manner described, then such notification in lieu thereof as shall be made with the
approval of the Paying Agent shall constitute a sufficient notice.

"Official Statement™” shall mean the offering document for a series of Notes to be used by the
Underwriter to offer such Notes, as from time to time amended.

"Operating Expenses" means the District's reasonable, ordinary, usual or necessary current
expenses of maintenance, repair and operation of the System, determined in accordance with generally
accepted accounting principles and the enterprise basis of accounting. Operating Expenses shall include,
without limiting the generality of the foregoing, [i] expenses not annually recurring, [ii] administrative
and engineering expenses (to the extent not paid or reimbursed as a Cost of Construction and
Acquisition), payments to pension or retirement funds properly chargeable to the System, insurance
premiums, fees and expenses of Paying Agents and legal expenses, [iii] interest on, redemption premium
on, or principal of, Subordinated Debt, [iv] any other expenses required to be paid by the District under
the provisions of the Resolution or by law and [v] amounts reasonably required to be set aside in reserves
for operating items or expenses the payment of which is not then immediately required.

However, Operating Expenses do not include [i] reserves for extraordinary maintenance or
repair, or any allowance for depreciation, or any deposits or transfers to the credit of the Bond Fund or
the Renewal and Replacement Account, nor any amounts paid or required to be paid to the United States
of America pursuant to the Resolution (except to the extent such rebate amounts must be paid from
Revenues other than the investment income that generated the liability to the United States), [ii] non-
capital Costs of Acquisition and Construction or other costs, to the extent composed of non-capital
expenses, salaries, wages and fees that are necessary or incidental to capital improvements for which
debt has been issued and which may be paid from proceeds of such debt or [iii] losses from the sale,
abandonment, reclassification, revaluation or other disposition of properties of the System nor such
property items, including taxes and fuel, which are capitalized pursuant to the then existing accounting
practice of the District.

"Opinion of Counsel” means an opinion signed by an attorney or firm of attorneys of nationally
recognized standing in the field of law relating to municipal bonds (who may be counsel to the District)
selected by the District.

"Option Bonds" means Bonds which by their terms may be tendered by and at the option of the

Holder thereof for payment or purchase by the District or a third party prior to the stated maturity thereof,
or the maturities of which may be extended by and at the option of the Holder thereof
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"Ordinary Services and Ordinary Expenses" shall mean those services normally rendered and
those expenses normally incurred by a paying agent, bond registrar or trustee under instruments similar
to the Note Resolution, including all costs of administering the optional redemption provisions contained
in the Note Resolution including, but not limited to, reasonable attorneys' fees.

"Outstanding™ when used with respect to Notes shall mean, as of the date of determination, all
Notes theretofore authenticated and delivered under the Note Resolution, except:

Notes theretofore canceled by the Paying Agent or delivered to the Paying Agent for
cancellation;

@) Notes for whose payment or redemption money (which shall be Eligible Moneys
to the extent, if any, provided in the Resolution) in the necessary amount has been theretofore
deposited with the Paying Agent in trust for the Holders of such Notes, provided that, if such
Notes are to be redeemed, notice of such redemption has been duly given pursuant to the
Resolution or provision therefor satisfactory to the Paying Agent has been made;

(b) Notes in exchange for or in lieu of which other Notes have been authenticated
and delivered pursuant to the Resolution; provided, however, that in determining whether the
Holders of the requisite principal amount of Notes Outstanding have given any request, demand,
authorization, direction, notice, consent or waiver hereunder, District Notes shall be disregarded
and deemed not to be Outstanding, except that, in determining whether the Paying Agent shall
be protected in relying upon any such request, demand, authorization, direction, notice, consent
or waiver, only Notes of which the Responsible Officer of the Paying Agent located at the Paying
Agent's principal corporate trust office has actual knowledge are District Notes are disregarded:;
and

(c) For purposes of any consent, request, demand, authorization, direction, notice,
waiver or other action to be taken by the Holders of all or a specified percentage of Outstanding
Notes hereunder, all District Notes.

"Outstanding™ when used with reference to Bonds, means, as of any date, Bonds theretofore or
thereupon being authenticated and delivered under the Resolution except:

(M Bonds cancelled pursuant to the Resolution at or prior to such date;

(i) Bonds (or portion of Bonds) for the payment or redemption of which monies,
equal to the principal amount or Redemption Price thereof, as the case may be, with interest to
the date of maturity or redemption date shall be held in trust under the Resolution and set aside
for such payment or redemption (whether at or prior to the maturity or redemption date),
provided that if such bonds (or portion of Bonds) are to be redeemed, notice of such redemption
shall have been given or provision satisfactory to the District shall have been made for the giving
of such notice as provided in the Resolution;

(iii) Bonds in lieu of or in substitution for which other Bonds shall have been
authenticated and delivered pursuant to the Resolution;

(iv) Bonds deemed to have been paid as provided in the Resolution; and

(v) Option Bonds deemed tendered in accordance with the provisions of the
Supplemental Resolution authorizing such Bonds on the applicable adjustment or conversion
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date if interest thereon shall have been paid through such applicable date and the purchase price
thereof shall have been paid or amounts are available for such payment as provided in the
Resolution.

"Paying Agent" means any bank or trust company organized under the laws of any state of the
United States of America or any national banking association designated as paying agent for the Bonds
of any Series, and its successor or successors hereafter appointed in the manner provided in the
Resolution.

"Payment of the Notes" shall mean the payment in full of principal of, premium, if any, and
interest on the Notes or provisions for such payment sufficient to discharge the Note Resolution.

"Person” shall mean any natural person, corporation, limited liability company, joint venture,
cooperative, partnership, trust or unincorporated organization, government or governmental body or
agency, political subdivision or other legal entity, as in the context may be appropriate.

"Pledged Property" means and includes the following property, as and when received by or for
the account of the District, in each case pending the application or expenditure thereof in accordance
with the Resolution: [i] the proceeds of sale of Bonds, [ii] all Revenues, [iii] all amounts on deposit in
the Funds or Accounts established under the Resolution, [iv] such other amounts as may be pledged from
time to time by the District as security for the payment of Bonds and [v] all proceeds of the foregoing.

"Principal Installment™ means, as of the date of calculation and with respect to any Series, so
long as any Bonds thereof are Outstanding, [i] the principal amount of Bonds of such Series due on a
certain future date for which no Sinking Fund Installments have been established (including the principal
amount of Option Bonds tendered for payment and not purchased), [ii] the Sinking Fund Installment due
on a certain future date for Bonds of such Series and [iii] if such future dates coincide, the sum of such
principal amount and such Sinking Fund Installment.

"Prior Bonds" or "Senior Debt" shall mean any bonds, notes or other obligations issued on a
parity as to security and sources of payment pursuant to the Bond Resolution.

"Project” means a capital project of the District to be financed or refinanced with the proceeds
of any of the Notes, and with respect to the Series 2018 Notes shall mean the refunding of certain of the
District's outstanding Sewer and Drainage System Subordinated Bond Anticipation Notes, Series 2017.

"Rating Agency" shall mean Moody's, S&P and/or Fitch.

"Record Date" means a Regular Record Date or a Special Record Date.

"Redemption Date" when used with respect to any Note to be redeemed shall mean the date on
which it is to be redeemed pursuant to the Resolution.

"Redemption Price™ means, with respect to any Bond, the principal amount thereof plus the
applicable premium, if any, payable upon redemption thereof pursuant to such Bond.

"Redemption Price" when used with respect to any Note to be redeemed shall mean the price at
which it is to be redeemed.

"Refunding Bonds" means all Bonds, whether issued in one or more Series or as part of a Series,
authenticated and delivered on original issuance pursuant to the Resolution.
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"Renewal and Replacement Account” means the account of that name which is maintained
pursuant to the Resolution.

"Reserve Account" means the Reserve Account of the Bond Fund.

"Resolution™ means the Sewer and Drainage System Revenue Bond Resolution of the District
originally adopted on December 9, 1992 and amended and restated in its entirety on June 30, 1993, as
from time to time amended or supplemented.

"Responsible Officer" when used with respect to the Paying Agent shall mean the chairman or
vice-chairman of the board of directors, the chairman or vice-chairman of the executive committee of
the board of directors, the president, any vice-president, any trust officer, or any other officer of the
Paying Agent customarily performing functions similar to those performed by any of the above
designated officers and who, in any event is located at the principal corporate trust office of the Paying
Agent and shall also mean, with respect to a particular corporate trust matter any other officer to whom
such matter is referred because of his knowledge of and familiarity with the particular subject; with
respect to any signature on or authentication of Notes by the Paying Agent, the term "Responsible
Officer" shall also include any authorized signers of the Paying Agent.

"Revenue Fund" means the Revenue Fund which is maintained pursuant to the Resolution.
"Revenues" means all revenues, rates, fees, rents, charges and other operating income and receipts, as
derived by or for the account of the District from or for the operation, use or services of the System,
determined in accordance with generally accepted accounting principles and the enterprise basis of
accounting. Revenues shall include, without limiting the generality of the foregoing, [i] revenue from
capital charges recovered or reimbursed to the District, capacity charges and service connection fees, [ii]
acquisition surcharges and assessments levied by the District (regardless of whether any of the same are
allocated or designated by the District for capital expenditures) and [iii] interest or other income received
or to be received from any source, including but not limited to interest or other income received or to be
received on any monies or securities held pursuant to the Resolution. Revenues shall not include customer
deposits and contributions in aid of construction, except to the extent the same would constitute revenues
or income in accordance with generally accepted accounting principles.

"S&P" shall mean Standard & Poor's Ratings Group, a division of McGraw-Hill Financial
Services Company, a corporation organized and existing under the laws of the State of New York, its
successors and their assigns, and if such corporation shall be dissolved or liquidated or shall no longer
perform the functions of a municipal securities rating agency, S&P shall be deemed to refer to any other
nationally recognized municipal securities rating agency designated by the District.

"Secretary-Treasurer" means the Secretary-Treasurer of the District, or such officer of the
District as may succeed to the duties and responsibilities of the Secretary-Treasurer.

"Securities Exchange Act" means the Securities Exchange Act of 1934, as amended.

"Securities Depository" means any securities depository that is a “clearing corporation™ within
the meaning of the New York Uniform Commercial Code and a "clearing agency" registered pursuant to
the provisions of Section 17A of the Securities Exchange Act, operating and maintaining, with its
participants or otherwise, a Book-Entry System to record ownership of beneficial interests in bonds and
bond service charges, and to effect transfers of bonds in Book-Entry Form, and means, initially, The
Depository Trust Company (a limited purpose trust company), New York, New York.

A-15



"Securities Depository Nominee" means any nominee of a Securities Depository and shall
initially mean Cede & Co., New York, New York, as nominee of The Depository Trust Company.

"Senior Debt" or "Prior Bonds" shall mean any bonds, notes or other obligations issued on a
parity as to security and sources of payment pursuant to the Bond Resolution.

"Senior Subordinated Debt Fund" means the Senior Subordinated Debt Fund which is
maintained pursuant to the Resolution.

"Series" means all of the Bonds authenticated and delivered on original issuance and identified
pursuant to the Resolution or any Supplemental Resolution authorizing such Bonds as a separate Series
of Bond, and any Bonds thereafter authenticated and delivered in lieu of or in substitution for such Bonds
pursuant to the Resolution, regardless of variations in maturity, interest rate, Sinking Fund Installments,
or other provisions.

"Series 2018 Notes" shall mean the District's Sewer and Drainage System Subordinated Bond
Anticipation Notes, Series 2018 issued pursuant to the Note Resolution.

"Sinking Fund Instaliment" means an amount so designated which is established pursuant to the
Resolution.

""Stated Maturity" when used with respect to any Note or any instaliment of interest thereon shall
mean the date specified in such Note as the fixed date on which principal of such Note or such installment
of interest is due and payable.

"Subordinated Debt Subaccounts” shall have the meaning assigned to such term in Section 6.05
of the Note Resolution.

"Subordinated Debt" means indebtedness of the System which is subordinate to the Bonds issued
under the Resolution including the Senior Subordinated Debt.

"Supplemental Resolution™ means any resolution supplemental to or mandatory of this Resolution
adopted by the District in accordance with the Resolution.

"System™ means [i] the sewer facilities, drainage facilities and all appurtenant facilities or any
other facilities owned, operated or controlled by the District from time to time, [ii] any Project and [iii]
all improvements, additions, extensions and betterments to the foregoing which may be hereafter
acquired by the District by any means whatsoever.

"Trust Funds" shall mean all of the funds and accounts held by the Paying Agent pursuant to
Note Resolution, but otherwise excluding the Rebate Fund.

"Trust Moneys" shall have the meaning stated in the Note Resolution.

"Valuation Date" means with respect to any Capital Appreciation Bonds and Capital
Appreciation and Income Bonds, the date or dates set forth in the Supplemental Resolution authorizing
such Bonds on which specific Accreted Values or Appreciated Values are assigned to the Capital
Appreciation Bonds and Capital Appreciation and Income Bonds, as the case may be.

"Variable Interest Rate" means a variable interest rate to be borne by a Series of Bonds or any
one or more maturities within a Series of Bonds.
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"Variable Interest Rate Bonds" for any period means bonds which during such period bear a
Variable Interest Rate, provided that Bonds the interest rate on which shall have been fixed for the
remainder of the term thereof shall no longer be Variable Interest Rate Bonds.

"Vice-Chairperson" means the Vice-Chairperson of the District, or such officer of the District as
may succeed to the duties and responsibilities of the Vice-Chairperson.

SUMMARY OF PROVISIONS OF THE BOND RESOLUTION
The Pledge Affected by the Resolution.

The Bonds are special and limited obligations of the District payable, solely from and secured
as to the payment of the principal and Redemption Price thereof, and interest thereon, in accordance with
their terms and the provisions of the Resolution, solely from the Pledged Property. There are by the
Resolution pledged and assigned as security for the payment of the principal and Redemption Price of,
and interest on, the Bonds in accordance with their terms and the provisions of the Resolution, subject
only to the provisions of the Resolution permitting the application thereof for the purposes and on the
terms and conditions set forth in the Resolution, the Pledged Property.

Establishment of Funds and Accounts.
The Resolution establishes the following Funds and Accounts:
@) Construction and Acquisition Fund to be held by the District,
(b) Revenue Fund to be held by the District,

(c) Bond Fund to be held by the Paying Agent which shall consist of a Debt
Service Account and a Reserve Account,

(d) Renewal and Replacement Account to be held by the District, and
(e) Senior Subordinated Debt Fund to be held by the District.

The District may, for accounting or allocation purposes, [i] establish one or more additional
accounts or subaccounts within the Construction and Acquisition Account, the Revenue Fund, the Bond
Fund or the Renewal and Replacement Account, or [ii] to the extent not expressly prohibited by other
provisions hereof, commingle amounts between or among any or all of such Funds or Accounts, except
the Senior Subordinated Debt Fund.

Construction and Acquisition Fund.

There shall be paid into the Construction and Acquisition Fund the amounts required to be so
paid by the provisions of the Resolution, and there may be paid into the Construction and Acquisition
Fund, at the option of the District, any monies received by the District from any source, unless required
to be otherwise applied as provided by the Resolution. Amounts in the Construction and Acquisition
Fund shall be applied to pay the Cost of Construction and Acquisition in the manner provided in the
Resolution and the Supplemental Resolution authorizing a Series of Bonds to finance the Cost and
Acquisition of a Project.
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There shall be established within the Construction and Acquisition Fund a separate account for a
Project.

The proceeds of insurance, if any, maintained pursuant to the Resolution against physical loss of
or damage to the System, or of contractors' performance bonds or other assurances of completion with
respect thereof, or pertaining to the period of construction thereof, shall be paid into the appropriate
separate account in the Construction and Acquisition Fund.

The Secretary-Treasurer of the District shall make payments from the Construction and
Acquisition Fund, except payments and withdrawals pursuant to the Resolution as described in the next
paragraph, in the amounts, at the times, in the manner, and on the other terms and conditions set forth in
the Resolution. The Secretary-Treasurer or other Authorized Officer of the District shall maintain
adequate records in respect of all payments made, including [a] the particular account established within
the Construction and Acquisition Fund from which such payment is to be made, [b] the name and address
of the person, firm or corporation to whom payment is due, [c] the amount to be paid and [d] the particular
item of the Cost of Construction and Acquisition to be paid and that the cost or the obligation in the
stated amount is a proper charge against the Construction and Acquisition Fund which has not been
previously paid. The Secretary-Treasurer shall issue a check for each payment required by such
requisition or shall by interbank transfer or other method arrange to make the payment required by such
requisition.

Notwithstanding any of the provisions of the Resolution as described under this caption, except
as provided below, to the extent that other monies are not available therefor, amounts in the Construction
and Acquisition Fund shall be applied to the payment of Principal Instaliments of and interest on Bonds
when due; provided, however, that proceeds (and investment earnings thereon) from the issuance by the
District of Senior Subordinated Debt shall not be subject to the priority in favor of the Bonds created by
the Resolution, but may instead be pledged by the District as security and a source of payment first for
the Senior Subordinated Debt pursuant to the resolution or resolutions of the District authorizing such
Senior Subordinated Debt, in which event such amounts shall be applied to the payment of debt service
on the Senior Subordinated Debt when due to the extent that other monies are not available therefor, and
shall not be used to pay debt service on any Bonds if there is any Senior Subordinated Debt which remains
outstanding and unpaid.

An adequate record of the completion of construction of a Project financed in whole or in part
by the issuance of Bonds shall be maintained by an Authorized Officer of the District. The balance in the
separate account in the Construction and Acquisition Fund established therefor shall be transferred to the
Reserve Account in the Bond Fund, if and to the extent necessary to make the amount of such Account
equal to the Debt Service Reserve Requirement, and any excess amount shall be paid over or transferred
to the District for deposit in the Revenue Fund.

Application of Revenues.

All Revenues shall be promptly deposited by the District upon receipt thereof into the Revenue
Fund.

There shall be withdrawn in each month the following amounts, for deposit as set forth below
and in the order of priority set forth below.

M To the Bond Fund, (i) for credit to the Debt Service Account, the amount, if any,
required so that the balance in such Account shall equal the Accrued Aggregate Debt Service as
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of the last day of the then current month or, if interest or principal are required to be paid to
Holders of Bonds during the next succeeding month on a day other than the first day of such
month, Accrued Aggregate Debt Service as of the day through and including which such interest
or principal is required to be paid and (ii) for credit to the Reserve Account, the amount, if any,
required for such Account, after giving effect to any surety bond, insurance policy, letter of credit
or other similar obligation deposited in such Account pursuant to the Resolution, to equal one-
twelfth (1/12) of the difference between (a) the amount then in the Reserve Account immediately
preceding such deposit and (b) the actual Debt Service Reserve Requirement as of the last day
of the then current month; and

(i) To the Senior Subordinated Debt Fund the amount, if any, required to pay the
scheduled base and additional rental payments when due on the Senior Subordinated Debt and
make deposits, if any, for reserves therefor, in accordance with the provisions of, and subject to
the priorities and limitations and restrictions provided in, the Senior Subordinated Debt; and

(iii) Each month the District shall pay from the Revenue Fund such amounts as are
necessary to meet Operating Expenses for such month; and

(iv) To the Renewal and Replacement Account, a sum equal to 1/12 of the amount,
if any, provided in the Annual Budget to be deposited in the Renewal and Replacement Account
during the then current Fiscal Year; provided that, if any such monthly allocation to the Renewal
and Replacement Account shall be less than the required amount, the amount of the next
succeeding monthly payment shall be increased by the amount of such deficiency.

The balance of monies remaining in the Revenue Fund after the above required payments have
been made may be used by the District for any lawful purpose relating to the System; provided, however,
that none of the remaining monies shall be used for any purpose other than those hereinabove specified
unless all current payments and including all deficiencies in prior payments, if any, have been made in
full and unless the District shall have complied fully with all the covenants and provisions of the
Resolution.

So long as there shall be held in the Debt Service Account and the Reserve Account an amount
sufficient to pay in full all Outstanding Bonds in accordance with their terms (including principal or
applicable sinking fund Redemption Price and interest thereon), no transfers shall be required to be made
to the Bond Fund; and provided further, that any deficiency in the Reserve Account, after giving effect
to any surety bond, insurance policy or letter of credit deposited in such Account pursuant to the
Resolution as described in the fourth paragraph under the caption "Bond Fund - Reserve Account" herein,
other than a deficiency attributable to a withdrawal of amounts therefrom pursuant to the Resolution as
described in the first paragraph under the caption "Bond Fund - Reserve Account" herein, shall be cured
by depositing into the Reserve Account each month during the period commencing with the month
following the month in which the determination of the deficiency was made an amount equal to one-
twelfth (1/12th) of the deficiency, except that, if a new valuation of Investment Securities held in the
Reserve Account is made pursuant to the Resolution during the period that such deposits are required,
then the obligation of the District to make deposits during the balance of such period on the basis of the
preceding valuation shall be discharged and the deposits, if any, required to be made for the balance of
such period shall be determined under this proviso on the basis of the new valuation.

Bond Fund - Debt Service Account.

The Paying Agent, from amounts deposited therein, shall pay out of the Debt Service Account,
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[i] on or before each interest payment date for any of the Bonds, the amount required for the interest
payable on such date, [ii] no later than each Principal Installment due date, the amount required for the
Principal Installment payable on such due date and [iii] no later than any redemption date for the Bonds,
the amount required for the payment of interest on the Bonds then to be redeemed. In the case of Variable
Interest Rate Bonds, the District shall furnish the Paying Agent with a certificate setting forth the amount
to be paid on such Bonds on each interest payment date, such certificate shall be furnished on or prior to
the appropriate Record Date with respect to any interest payment date. Such amounts shall be applied by
the Paying Agents on or after the due dates thereof. The Paying Agent shall also pay out of the Debt
Service Account, from amounts deposited therein, the accrued interest included in the purchase price of
Bonds purchased for retirement.

Amounts accumulated in the Debt Service Account with respect to any Sinking Fund Instaliment
may be applied on or prior to the 40th day next preceding the due date of such Sinking Fund Installment,
to [i] the purchase of Bonds of the Series and maturity for which such Sinking Fund Installment was
established or [ii] the redemption at the applicable sinking fund Redemption Price of such Bonds, if then
redeemable by their terms. All purchases of any Bonds pursuant to the Resolution as described in this
paragraph shall be made at prices not exceeding the applicable sinking fund Redemption Price of such
Bonds plus accrued interest. The applicable sinking fund Redemption Price (or principal amount of
maturing Bonds) of any Bonds so purchased or redeemed shall be deemed to constitute part of the Debt
Service Account until such Sinking Fund Installment date, for the purpose of calculating the amount of
such Account. As soon as practicable after the 40th day preceding the due date of any such Sinking Fund
Installment, the District shall proceed to call for redemption, by giving notice as provided in the
Resolution, on such due date Bonds of the Series and maturity for which such Sinking Fund Installment
was established (except in the case of Bonds maturing on a Sinking Fund Installment date) in such
amount as shall be necessary to complete the retirement of the unsatisfied balance of such Sinking Fund
Installment. The District shall pay out of the Debt Service Account to the appropriate Paying Agents, on
or before such redemption date (or maturity date), the amount required for the redemption of the Bonds
so called for redemption (or for the payment of such Bonds then maturing), and such amount shall be
applied by such Paying Agents to such redemption (or payment).

Unless otherwise provided by the District, upon any purchase or redemption pursuant to the
Resolution of Bonds of any Series and maturity for which Sinking Fund Installments shall have been
established, there shall be credited, in increments of $5,000 to the extent practicable, toward each
succeeding Sinking Fund Installment thereafter to become due on Bonds, of the same series and maturity
(other than the Sinking Fund Installment next coming due) an amount bearing the same ratio, to the
Sinking Fund Installment, as the total principal amount of Bonds purchased or redeemed bears to the
total principal amount of all the Sinking Fund Installments to be credited. The portion of any principal
Sinking Fund Installment remaining after the deduction of any such amounts are credited toward the
same shall constitute the unsatisfied balance of such Sinking Fund Installment for the purpose of
calculation of Sinking Fund Installments due on a future date. The amount, if any, deposited in the Debt
Service Account from the proceeds of each Series of Bonds shall be set aside in such Account and applied
to the payment of interest on Bonds as provided in the Resolution or in accordance with certificates of
the District delivered pursuant to the Resolution or, if the District shall modify or amend any such
certificate by a subsequent certificate signed by an Authorized Officer of the District, then in accordance
with the most recent amended certificate.

In the event of the refunding of any Bonds, the District may withdraw from the Debt Service
Account in the Bond Fund all, or any portion of, the amounts accumulated therein with respect to Debt
Service on the Bonds being refunded and deposit such amounts with itself to be held for the payment of
the principal or Redemption Price, if applicable, and interest on the Bonds being refunded; provided that
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such withdrawal shall not be made unless (a) immediately thereafter Bonds being refunded shall be
deemed to have been paid pursuant to the Resolution as described herein under the caption "Defeasance,"
and (b) the amount remaining in the Debt Service Account in the Bond Fund, after giving effect to the
issuance of Refunding Bonds and the disposition of the proceeds thereof, shall not be less than the
requirement of such Account pursuant to the Resolution in the second paragraph under this caption. In
the event of such refunding, the District may also withdraw from the Debt Service Account in the Bond
Fund all, or any portion of, the amounts accumulated therein with respect to Debt Service on the Bonds
being refunded and deposit such amounts in any fund or Account under the Resolution; provided,
however, that such withdrawal shall not be made unless items (a) and (b) referred to hereinabove have
been satisfied and provided, further, that, at the time of such withdrawal, there shall exist no deficiency
in any Fund or Account held under the Resolution, as confirmed in writing to the Bond Registrar by the
Secretary- Treasurer.

Bond Fund - Reserve Account.

If five days prior to any interest or Principal Installment due date with respect to any Series of
Bonds payment for such interest or Principal Installment in full has not been made or provided for, the
District shall forthwith withdraw from the Reserve Account an amount not exceeding the amount
required to provide or such payment in full and deposit such amount in the Debt Service Account for
application to such payment.

Whenever the amount in the Reserve Account shall exceed the Debt Service Reserve
Requirement, after giving effect to any surety bond, insurance policy or letter of credit deposited in such
Account pursuant to the Resolution as described in the fourth paragraph under this caption, such excess
shall be deposited in the Debt Service Account.

Whenever the amount in the Reserve Account (exclusive of any surety bond, letter of credit or
insurance policy therein), together with the amount in the Debt Service Account is sufficient to pay in
full all Outstanding Bonds in accordance with their terms (including principal or applicable sinking fund
Redemption Price and interest thereon), the funds on deposit in the Reserve Account shall be transferred
to the Debt Service Account. Prior to said transfer, all investments held in the Reserve Account shall be
liquidated to the extent necessary in order to provide for the timely payment of principal and interest (or
Redemption Price) on the Bonds.

In lieu of the required transfers or deposits to the Reserve Account, the District may cause to be
deposited into the Reserve Account a surety bond or an insurance policy for the benefit of the holders of
the Bonds or a letter of credit in an amount equal to the difference between the Debt Service Reserve
Requirement and the sums then on deposit in the Reserve Account, if any, after the deposit of such surety
bond, insurance policy or letter or credit. Such difference may be withdrawn by the District and be
deposited in the Revenue Fund. The surety bond, insurance policy or letter of credit shall be payable
(upon the giving of notice as required thereunder) on any due date on which monies will be required to
be withdrawn from the Reserve Account and applied to the payment of a Principal Installment of or
interest on any Bonds and such withdrawal cannot be met by amounts on deposit in the Reserve
Account. If a disbursement is made pursuant to a surety bond, an insurance policy or a letter of credit
provided pursuant to this subsection, the District shall be obligated either (i) to reinstate the maximum
limits of such surety bond, insurance policy or letter of credit or (ii) to deposit into the Reserve Account,
funds in the amount of the disbursement made under such surety bond, insurance policy or letter of credit,
or a combination of such alternatives, as shall provide that the amount in the Reserve Account equals the
Debt Service Reserve Requirement. Any other provision under this caption to the contrary
notwithstanding, for each particular Series of Bonds or portion thereof which is insured by an Insurer,
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the right of the District under the Resolution to cause a surety bond or an insurance policy to be deposited
into the Reserve Account in lieu of the required transfers or deposits thereto shall be subject to the
condition that the District obtain the prior written consent of the Insurer as to the structure and the issuer
of such surety bond or insurance policy.

In the event of the refunding of any Bonds, the District may withdraw from the Reserve Account
in the Bond Fund all, or any portion of, the amounts accumulated therein with respect to the Bonds being
refunded and deposit such amounts with itself to be held for the payment of the principal or Redemption
Price, if applicable, and interest on the Bonds being refunded; provided that such withdrawal shall not
be made unless (a) immediately thereafter the Bonds being refunded shall be deemed to have been paid
pursuant to the Resolution as described in the second paragraph under the caption "Defeasance" herein,
and (b) the amount remaining in the Reserve Account in the Bond Fund, after giving effect to the issuance
of the Refunding Bonds and the disposition of the proceeds thereof, shall not be less than the Debt Service
Reserve Requirement.

If any withdrawals are made from the Reserve Account pursuant to the Resolution, the resulting
deficiency, if any, shall be remedied by the application of monthly payments into the Reserve Account
as set forth in the Resolution, or by transfers from the Renewal and Replacement Account or both, until
the amount on deposit in the Reserve Account is equal to the Debt Service Reserve Requirement,
whereupon such deposits shall be discontinued until such time, if any, that there is again a deficiency.

Renewal and Replacement Account.

Monies to the credit of the Renewal and Replacement Account may be applied to the cost of
major replacements, repairs, renewals, maintenance, betterments, improvements, reconstruction or
extensions of the System or any part thereof as may be determined by the Board.

If at any time the monies in the Debt Service Account, the Reserve Account and the Revenue
Fund shall be insufficient to pay the interest and Principal Installments becoming due on the Bonds, then
the District shall transfer from the Renewal and Replacement Account for deposit in the Debt Service
Account the amount necessary (or all the monies in said Fund if less than the amount necessary) to make
up such deficiency.

Any balance of monies and securities in the Renewal and Replacement Account not required to
meet a deficiency as set forth above or for any of the purposes for which the Renewal and Replacement
Account was established, may, on direction of the District, be transferred from the Renewal and
Replacement Account to the Reserve Account, if and to the extent necessary to make the amount in such
Account equal to the Debt Service Reserve Requirement, and any balance may be deposited in the Debt
Service Account or the Revenue Fund.

Senior Subordinated Debt Fund.

Subject to the provisions of the Resolution described in the next paragraph, the District shall
apply amounts in the Senior Subordinated Debt Fund to the payment of debt service or the scheduled
base and additional rental payments when due on the Senior Subordinated Debt and make deposits, if
any, for reserves therefor in accordance with the provisions of, and subject to the priorities and limitations
and restrictions provided in, the Senior Subordinated Debt.

Notwithstanding any of the other provisions of the Resolution described under this caption, if at
any time the amount on deposit in the Reserve Account shall be less than the Debt Service Reserve
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Requirement, the District shall forthwith transfer from the Senior Subordinated Debt Fund for deposit in
the Reserve Account the amount necessary (or all moneys in said Senior Subordinated Debt Fund, if
necessary) to make up such deficiency.

Amounts in the Senior Subordinated Debt Fund which the District at any time determines to be
in excess of the requirements of such fund may, at the discretion of the District, be transferred to the
Debt Service Account or the Renewal and Replacement Account.

Investments.

In making any investment in any Investment Securities with monies in any Fund or Account
established under the Resolution, the District may combine, to the extent permitted by law, or instruct
such Fiduciary to combine, such monies with monies in any other Fund or Account, but solely for
purposes of making such investment in such Investment Securities.

Monies held in the Bond Fund, the Revenue Fund, the Renewal and Replacement Account, the
Senior Subordinated Debt Fund and the Construction and Acquisition Fund shall be invested and
reinvested to the fullest extent practicable in Investment Securities, maturing not later than such times as
shall be necessary to provide monies when needed for payments to be made from such Fund or Account.
The Fiduciary, shall make all such investments of monies held by it in accordance with written
instructions from time to time received from an Authorized Officer of the District.

Interest (net of that which represents a return of accrued interest) or gain realized on investments
in such Funds and Accounts other than the Reserve Account of the Bond Fund, shall be paid into the
Revenue Fund, provided that gain realized from the liquidation of an investment shall be governed by
the provisions described below. Interest earned or gain realized on investments in the Reserve Account
shall be transferred to the Debt Service Account, provided that gain realized from the liquidation of an
investment shall be governed by the provisions of the Resolution as described in the first paragraph under
the caption "Valuation and Sale of Investments™ herein.

Nothing in the Resolution shall prevent any Investment Securities acquired as investments of or
security for funds held under the Resolution from being issued or held in book-entry form on the books
of the Department of the Treasury of the United States.

Nothing in the Resolution shall preclude any Fiduciary from investing or reinvesting monies
through its respective trust department; provided, however, that the District may, in its discretion, direct
that such monies be invested or reinvested in a manner other than through such respective trust
department.

Valuation and Sale of Investments.

Obligations purchased as an investment of monies in any Fund or Account created under the
provisions of the Resolution shall be deemed at all times to be a part of such Fund or Account. Any profit
realized from the liquidation of such investment shall be credited to such Fund or Account, and any loss
resulting from the liquidation of such investment shall be charged to the respective Fund or Account.

In computing the amount in any Fund or Account created under the provisions of the Resolution
for any purpose provided in the Resolution, investments shall be valued at the then market price (as of
the time of valuation) thereof. The accrued interest paid in connection with the purchase of an investment
shall be included in the value thereof until interest on such investment is paid. Such computation shall
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be determined on June 30 and December 31 in each Fiscal Year and at such other times as the District
shall determine.

Additional Bonds.

One or more Series of Additional Bonds may be authenticated and delivered upon original
issuance at any time or from time to time for the purpose of paying all or a portion of the Cost of
Construction and Acquisition of a Project. The proceeds, including accrued interest, of the Additional
Bonds of each Series shall be applied simultaneously with the delivery of such Bonds as provided in the
Supplemental Resolution authorizing such Series. The conditions for the issuance of Additional Bonds
to finance the Acquisition and Construction of Additional Facilities include a certificate of an Authorized
Officer of the District setting forth (A) for any period of 12 consecutive calendar months within the 24
calendar months preceding the date of the authentication and delivery, the Net Revenues for such period,
and (B) the Aggregate Net Debt Service during the same period for which Net Revenues are computed,
with respect to all Series of Bonds which were then Outstanding (excluding from Aggregate Net Debt
Service any Principal Installment or portion thereof which was paid from sources other than Net
Revenues), and showing that the amount set forth in (A) is equal to or greater than 110% of the amount
set forth in (B). The conditions for the issuance of Additional Bonds to finance the Acquisition and
Construction of Additional Facilities include a certificate of an Authorized Officer of the District setting
forth (A) for the last full Fiscal Year of 12 months (ending June 30) immediately preceding the date of
the authentication and delivery, the Net Revenues for such period, or, at the option of the District, for the
last 12 consecutive full calendar months immediately preceding the date of the authentication and
delivery, the Net Revenues for such period, and (B) the estimated maximum Aggregate Net Debt Service
in the current or any future Fiscal Year with respect to [i] all Series of Bonds which are then
Outstanding and [ii] the Additional Bonds then proposed to be authenticated and delivered (and for this
purpose all Series of Bonds Outstanding plus such proposed Additional Bonds shall be treated as a single
Series; that is, the maximum Aggregate Net Debt Service shall be computed collectively with respect to
all such Bonds, and not computed cumulatively or separately for each particular Series), and showing
that the amount setforth in (A) is equal to or greater than 110% of the amount set forth in (B). For
purposes of computing the amount set forth in (A), Net Revenues may be increased to reflect the
following amounts: [i] any increases in the rates, fees, rents and other charges for services of the System
made subsequent to the commencement of such period and prior to the date of such certificate, [ii] any
estimated increases in Net Revenues caused by any Project or Projects having been placed into use and
operation subsequent to the commencement of such period and prior to the date of such certificate, as if
such Project or Projects had actually been placed into use and operation for the entire period chosen in
(A) above and [iii] 75% of any estimated increases in Net Revenues which would have been derived
from the operation of any Project or Projects with respect to which the Cost of Construction and
Acquisition is to be paid from proceeds of the Additional Bonds proposed to be authenticated and
delivered, as if such Project or Projects had actually been placed into use and operation for the entire
period chosen in (A) above.

Refunding Bonds.

One or more Series of Refunding Bonds may be issued at any time to refund [i] Outstanding
Bonds of one or more Series or [ii] one or more maturities within a Series of any Bonds. Refunding
Bonds shall be issued in a principal amount sufficient, together with other monies available therefor, to
accomplish such refunding and to make the deposits in the Funds and Accounts under the Resolution
required by the provisions of the Supplemental Resolution authorizing such Bonds.

Refunding Bonds of each Series shall be authenticated and delivered by the Bond Registrar only
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upon satisfaction of the following conditions (in addition to the other documents required by the
Resolution) of: [i] Instructions to the Bond Registrar, satisfactory to it, to give due notice of redemption,
if applicable, of all the Bonds to be refunded on a redemption date or dates specified in such instructions,
subject to the provisions of the Resolution described hereinafter under the caption "Defeasance"; [ii] if
the Bonds to be refunded are not by their terms subject to redemption or will not be redeemed within the
next succeeding 60 days, instructions to the escrow agent described in the Resolution, satisfactory to it,
to mail the notice provided for in the Resolution described hereinafter under the caption "Defeasance” to
the Holders of the Bonds being refunded; [iii] either (a) cash (including cash withdrawn and deposited
pursuant to the Resolution as described herein under the captions "Bond Fund - Debt Service Account™
and "Bond Fund - Reserve Account,” respectively) in an amount sufficient to effect payment at the
applicable Redemption Price of the Bonds to be refunded, together with accrued interest on such Bonds
to the redemption date, which monies shall be held by the escrow agent described in the Resolution or
any one or more of the Paying Agents in a separate account irrevocably in trust for and assigned to the
respective Holders of the Bonds to be refunded or (b) Investment Securities in such principal amounts,
of such maturities, bearing such interest, and otherwise having such terms and qualifications and any
monies, as shall be necessary to comply with the provisions of the Resolution as described herein under
the caption "Defeasance", which Investment Securities and monies shall be held in trust and used only
as provided in the Resolution described hereinafter under the caption "Defeasance"; and [iv] such further
documents and monies as are required by the provisions of the Resolution or any Supplemental
Resolution adopted pursuant to the Resolution.

The proceeds, including accrued interest, of the Refunding Bonds of each Series shall be applied
simultaneously with the delivery of such Bonds for the purposes of making deposits in such Funds and
Accounts under the Resolution as shall be provided by the Supplemental Resolution authorizing such
Series of Refunding Bonds and shall be applied to the refunding purposes thereof in the manner provided
in such Supplemental Resolution.

Subordinated Debt.

The District may, at any time, or from time to time, issue debt or enter into a contract, lease,
installment sale agreement or other instrument or lend credit to or guarantee debts, claims or other
obligations of any person for any of its corporate purposes payable out of, and which may be secured by
a pledge of, such amounts as may from time to time be available for the purpose of payment thereof;
provided, however, that such pledge shall be, and shall be expressed to be, subordinate and junior in all
respects to the pledge and lien created by the Resolution as security for the Bonds.

Creation of Liens; Sale and Lease of Property.

The District shall not issue any bonds, notes, debentures or other evidences of indebtedness of
similar nature, other than the Bonds, payable out of or secured by a pledge or assignment of the Pledged
Property and shall not create or cause to be created any lien or charge on the Pledged Property; provided,
however, that nothing contained in the Resolution shall prevent the District from issuing, if and to the
extent permitted by law [i] evidences of indebtedness (a) payable out of monies in the Construction and
Acquisition Fund as part of the Cost of Construction and Acquisition of the System or (b) payable out
of, or secured by a pledge or assignment of, Revenues to be received on and after such date as the pledge
of the Pledged Property provided in the Resolution shall be discharged and satisfied as provided in the
Resolution or [ii] Subordinated Debt.

Facilities of the System shall not be sold, leased, mortgaged or otherwise disposed of, except as
follows: (A) The District may sell or exchange at any time and from time to time any property or facilities
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constituting part of the System, at such consideration as the District in its sole discretion deems
reasonable or appropriate under all the circumstances, but only if it shall determine that ownership by
the District of such property or facilities is not necessary or is not material for the purposes of the District
in the operation of the System as a whole; or (B) The District may lease or make contracts or grant
licenses for the operation of, or make arrangements for the use of, or grant easements or other rights with
respect to, any part of the System, provided that any such lease, contract, license, arrangement, easement
or right does not materially impede the operation by the District or its agents of the System and [ii] does
not materially impair or adversely affect the rights or security of the Bondholders under the Resolution.

Operation and Maintenance of System.

The District shall at all times use its best efforts to operate or cause to be operated the System
properly and in an efficient and economical manner, and shall use its best efforts to maintain, preserve
and keep the same or cause the same to be so maintained, preserved and kept, with the appurtenances
and every part and parcel thereof, in good repair, working order and condition, and shall from time to
time make or cause to be made, all necessary and proper repairs, replacements and renewals so that at all
times the operation of the System may be properly and advantageously conducted. In rendering any
report, certificate or opinion requested pursuant to the Resolution, an Authorized Officer of the District
may rely upon information, certificates, opinions or reports required to be provided by others pursuant
to the Resolution, and upon other sources which an Authorized Officer of the District considers reliable,
and other considerations and assumptions as deemed appropriate by an Authorized Officer of the District.

Annual Budget.

On or before the first day of each Fiscal Year commencing with the Fiscal Year beginning July
1, 1993, the District shall prepare and adopt an Annual Budget for operating purposes for the ensuing
Fiscal Year and will furnish copies thereof to any holder of any Bond. Said Annual Budget shall set forth
in reasonable detail the estimated Revenues and Operating Expenses and other anticipated expenditures
relating to the System for such Fiscal Year. Following the end of each fiscal quarter and at such other
times as the District shall determine, the District shall review its estimates set forth in the Annual Budget
for such Fiscal Year, and if a material change has occurred in such estimates, the District also may at any
time adopt an amended Annual Budget for the remainder of the then current Fiscal Year.

Rents, Rates, Fees and Charges.

The District shall fix, establish, maintain and collect rates, fees, rents and charges for services of
the System, which, together with other "Available Revenues" (as hereinafter defined) are expected to
produce Available Revenues which will be at least sufficient for each Fiscal Year to pay the sum of [a]
an amount equal to 110% of the Aggregate Net Debt Service for such Fiscal Year; and [b] the amount,
if any, to be paid during such Fiscal Year into the Reserve Account in the Bond Fund (other than amounts
required to be paid into such Account out of the proceeds of Bonds); and [c] all Operating Expenses for
such Fiscal Year as estimated in the Annual Budget; and [d] to the extent not included in the foregoing,
an amount equal to the debt service on the Senior Subordinated Debt, any other Subordinated Debt or
other debt of the District for such Fiscal Year computed as of the beginning of such Fiscal Year; and [e]
amounts necessary to pay and discharge all charges or liens payable out of the Available Revenues when
due and enforceable.

For purposes of the preceding paragraph, "Available Revenues" means (i) revenues from all
rates, rents and charges and other operating income derived or to be derived by the District from or for
the operation, use or services of the System, (ii) any other amounts received from any other source by
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the District and pledged by the District as security for the payment of Bonds and (iii) interest received or
to be received on any moneys or securities held pursuant to the Resolution and paid or required to be
paid into the Revenue Fund or required to be retained in the Debt Service Account in the Bond Fund or
transferred to the Debt Service Account in the Bond Fund. "Available Revenues” will exclude, however,
any interest income which is capitalized pursuant to generally accepted accounting principles and the
enterprise basis of accounting for governmental enterprises, as promulgated by the Governmental
Accounting Standards Board, and governmental grants, in-kind contributions of assets and any
assessments levied by the District to the extent that such grants, in-kind contributions and assessments
are not recognized as operating revenues, other revenues or extraordinary gains pursuant to generally
accepted accounting principles for governmental enterprises, as promulgated by the Governmental
Accounting Standards Board. Nothing herein under this caption or in the definition of "Available
Revenues" for purposes of the covenant described in the preceding paragraph, shall be construed so as
to prohibit the District from taking into account interest earned on moneys or securities held under the
Resolution, and other income available or expected to be available in the ordinary course for the payment
of Debt Service pursuant to the Resolution, in calculating Aggregate Net Debt Service on the Bonds for
any calculation period for purposes hereof or otherwise, nor prohibit the District from taking into account
interest earned on moneys or securities held under any Resolution or indenture or similar document
adopted or entered into in connection with an issuance of Subordinated Debt, and other income available
or expected to be available in the ordinary course for the payment of debt service on Subordinated Debt,
in calculating debt service payable on Subordinated Debt for any calculation period for purposes hereof
or otherwise.

Promptly upon [i] any material decrease in the Revenues anticipated to be produced by any rates,
fees, rents or charges or any later review thereof, [ii] any material increase in expenses of operation of
the System not contemplated at the time of adoption of the rates, fees, rents and charges then in effect or
any later review thereof or [iii] any other material change in the circumstances which were contemplated
at the time such rates, fees, rents and charges were most recently reviewed, but not less frequently than
once every 12 months, the District shall review the rates, fees, rents and charges so established and shall
promptly establish or revise such rates, fees, rents and charges as necessary to comply with the foregoing
requirements, provided that such rates, fees, rents and charges shall in any event produce Revenues
sufficient, together with other Revenues, if any, available therefor, to enable the District to comply with
all its covenants under the Resolution.

In estimating Aggregate Debt Service or Aggregate Net Debt Service on any Variable Interest
Rate Bonds for purposes of the first paragraph under this caption, the District shall be entitled to assume
that such Variable Interest Rate Bonds will bear such interest rate or rates as the District shall determine;
provided, however, that the interest rate or rates assumed shall not be less than the interest rate borne by
such Variable Interest Rate Bonds at the time such estimate is made.

Insurance
Maintenance of Insurance.

The District shall provide protection for the System to the extent necessary to properly conduct
the business of the System. Said protection may consist of insurance, self-insurance and indemnities.
Any insurance shall be in the form of policies or contracts for insurance with insurers of good standing,
shall be payable to the District and may provide for such deductibles, exclusions, limitations, restrictions
and restrictive endorsements customary in policies for similar coverage issued to entities operating
properties similar to the properties of the System.
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Application of Insurance Proceeds.

In the event of any loss or damage to the System covered by insurance, the District will, with
respect to each such loss, promptly repair, reconstruct or replace the parts of the System affected by such
loss or damage to the extent necessary to the proper conduct of the operation of the business of the
System, shall cause the proceeds of such insurance to be applied for that purpose to the extent required
therefor, and pending such application shall hold the proceeds of any insurance policy covering such
damage or loss in trust to be applied for that purpose to the extent required therefor. Any excess insurance
proceeds received by the District shall be transferred to the Revenue Fund.

Accounts and Reports.

The District shall keep or cause to be kept proper books of record and account (separate from all
other records and accounts) in which complete and correct entries shall be made of its transactions
relating to the System and each Fund and Account established under the Resolution and which, together
with all other books and papers of the District, including insurance policies, relating to the System, shall
at all times be subject to the inspection of the Bondholders and the Holders of an aggregate of not less
than ten percent (10%) in principal amount of the Bonds then Outstanding or their representatives duly
authorized in writing.

The District shall annually, within 180 days after the close of each Fiscal Year commencing with
the Fiscal Year ending June 30, 1993, prepare an audit for such Fiscal Year, accompanied by a certificate
of an Accountant relating to the System which shall include the following statements in reasonable detail:
a statement of assets and liabilities as of the end of such Fiscal Year; and a statement of Revenues and
Operating Expenses for such Fiscal Year. Such Certificate shall state whether or not, to the knowledge
of the signer, the District is in default with respect to any of the covenants, agreements or conditions on
its part contained in the Resolution, and if so, the nature of such default.

The reports, statements and other documents required pursuant to any provisions of the
Resolution shall be available for the inspection of Bondholders and shall be mailed to each Bondholder
who shall file a written request therefor with the District. The District may charge for such reports,
statements and other documents, a reasonable fee to cover reproduction, handling and postage.

Tax Covenants Relating to the Internal Revenue Code.

The District shall do the following with respect to Bonds which, when initially issued, are the
subject of an Opinion of Counsel to the effect that interest thereon is excluded from gross income for
Federal income tax purposes pursuant to the Internal Revenue Code of 1986 or any successor thereto (the
"Code"): [a] in order to maintain the exclusion of interest on the Bonds from gross income for Federal
income tax purposes, and for no other purpose, the District shall comply with the Code; [b] in furtherance
of the covenant contained in the preceding paragraph, the District shall make any and all payments
required to be made to the United States Department of the Treasury in connection with the Bonds
pursuant to Section 148(f) of the Internal Revenue Code; and [c] Notwithstanding any other provision of
the Resolution to the contrary, so long as necessary in order to maintain the exclusion from gross income
of interest on the Bonds for Federal income tax purposes, the covenants contained in this Section thereon,
including any payment or defeasance thereof pursuant to the Resolution as described under the caption
"Defeasance" herein.

A-28



Events of Default.

Each of the following events (being those provided by Section 76.160 of the Kentucky Revised
Statutes) is hereby declared an "event of default™; that is, if: [a] payment of the principal of any of the
Bonds is not made on the date therein specified for payment thereof, nor within thirty (30) days thereafter,
or payment of any installment of interest is not made on the date specified for such payment, nor within
thirty (30) days thereafter, or [b] default shall be made in the due and punctual observance or performance
of any of the covenants, conditions and agreements on the part of the District, in the Bonds or in the
Resolution, or in any pertinent law contained, and such default shall continue for a period of thirty (30)
days.

Rights Arising Upon Occurrence of Event of Default.

That upon the happening of any event of default specified in the Resolution as described
immediately above, the provisions of said Section 76.160 of Kentucky Revised Statutes shall become
operative, and the holder or holders of twenty percent (20%) in principal amount or more of the Bonds
then Outstanding pursuant to the Resolution may, by an instrument or instruments filed in the office of
the County Clerk of Jefferson County, Kentucky, and approved or acknowledged in the same manner as
a deed to be recorded, apply to a Judge in the Circuit Court of such County to appoint a trustee to represent
all of the Bondholders. Upon such application, such Judge shall appoint a trustee and such trustee may,
and upon the written request of the holder or holders of twenty percent (20%) in principal amount or
more of the Bonds Outstanding under the Resolution, shall, in his or its name, (a) by mandamus or other
suit, action or proceeding at law, or in equity, including mandatory injunction, enforce all rights of the
District to collect rates, rentals and other charges adequate to carry out any agreement as to, or pledge
of, the revenues and income of the District, and to require the District and its officers to carry out any
other agreement with the Bondholders and to perform its and their duties imposed by law; (b) bring suit
upon the Bonds; (c) by action or suit in equity require the District to account as if it were the trustee of
an express trust for the Bondholders; (d) by action or suit in equity enjoin any acts or things which may
be unlawful or in violation of the rights of Bondholders; (e) declare all Bonds due and payable; and (f)
pursue any other rights or remedies available at law or in equity. For any Bonds registered in Book-Entry
Form, notwithstanding the above definition of "Bondholder,"” the Paying Agent shall be entitled to rely
upon written instructions from a majority of the beneficial owners of the Bonds with reference to consent,
if any, required from Holders pursuant to the terms of the Resolution.

Any such trustee, whether or not all Bonds have been declared due and payable, shall be entitled
as of right upon application to such Court to the appointment of a receiver, who may enter upon and take
possession of the System, or any part or parts thereof, and operate and maintain the same, and collect
and receive all rentals, rates, and other charges, and other revenues and income, of the District, thereafter
arising therefrom, in the same manner as the District and its officers might do, and shall deposit all such
monies in a separate account and apply the same in such manner as such Court shall direct. In any suit,
action or proceeding, by the trustee, the fees, counsel fees and expenses of the trustee and of the receiver,
if any, shall constitute disbursements taxable as costs. All costs and disbursements allowed by the Court
shall be a first charge on any revenue and income derived from the System. Such trustee shall, in addition
to the foregoing, have and possess all of the powers necessary or appropriate for the exercise of any
functions specifically set forth herein or incident to the general representation of the Bondholders in the
enforcement and protection of their rights.

Rights of Insurer.

Any other provision of the Resolution to the contrary notwithstanding, and to the extent
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permitted by law (including the Act), for each particular Series of Bonds or portion thereof that is insured
by an Insurer, the exercise by the court appointed trustee or the Bondholders of any rights, powers or
privileges granted thereto in the Resolution shall require the written consent of the Insurer, if the Insurer
is not then in breach or default of its obligations under its insurance policy.

Bond Registrar; Paying Agents.

The Resolution permits the appointment by the District of a Bond Registrar and one or more Paying
Agents. Any Paying Agent or Bond Registrar may at any time resign and be discharged of the duties and
obligations created by the Resolution by giving at least 60 days written notice to the District and the other
Paying Agents or Bond Registrars. Any Paying Agent or Bond Registrar may be removed at any time by
an instrument filed with such Paying Agent or Bond Registrar and signed by an Authorized Officer of
the District. Any successor Paying Agent or Bond Registrar shall be appointed by the District and shall
be a bank or trust company organized under the laws of any state of the United States or a national
banking association, having capital stock, surplus and undivided earnings aggregating at least
$10,000,000, and willing and able to accept the office on reasonable and customary terms and authorized
by law to perform all the duties imposed upon it by the Resolution.

Amendments and Supplemental Resolutions.

Any modification or amendment of the Resolution and of the rights and obligations of the District
and of the Holders of the Bonds thereunder, in any particular, may be made by a Supplemental
Resolution, with the written consent given as provided in the Resolution of [i] the Holders of at least a
majority in principal amount of the Bonds Outstanding at the time such consent is given and [ii] if less
than all of the Series of Bonds then Outstanding are affected by the modification or amendment, the
Holders of at least a majority in principal amount of the Bonds of each Series so affected and Outstanding
at the time such consent is given; provided that if such modification or amendment will, by its terms, not
take effect so long as any Bonds of any specified like Series and maturity remain Outstanding, theconsent
of the Holders of such Bonds shall not be required and such Bonds shall not be deemed to be Outstanding
for the purpose of any calculation of Outstanding Bonds under this Section. No such modification or
amendment shall permit a change in the terms of redemption (including Sinking Fund Installments) or
maturity of the principal of any Outstanding Bond or of any installment of interest thereon or a reduction
in the principal amount or the Redemption Price thereof or in the rate of interest thereof without the
consent of the Holder of such Bond, or shall reduce the percentages or otherwise affect the classes of
Bonds the consent of the Holders of which is required to effect any such modification or amendment, or
shall change or modify any of the rights or obligations of any Fiduciary without its written assent thereto.
For the purpose of this caption, a Series shall be deemed to be affected by a modification or amendment
of the Resolution if the same adversely affects or diminishes the rights of the Holders of Bonds of such
Series. The District may in its sole discretion determine whether or not, in accordance with the foregoing
powers of amendment, Bonds of any particular Series or maturity would be affected by any modification
or amendment of the Resolution and any such determination shall be binding and conclusive on the
District and all Holders of Bonds.

For any one or more of the following purposes and at any time or from time to time, a
Supplemental Resolution of the District may be adopted, which, when adopted, shall be fully effective
in accordance with its terms: [1] to close the Resolution against, or provide limitations and restrictions
in addition to the limitations and restrictions contained in the Resolution on, the authentication and
delivery of Bonds or the issuance of other evidences of indebtedness; or [2] to add to the covenants and
agreements of the District in the Resolution, other covenants and agreements to be observed by the
District which are not contrary to or inconsistent with the resolutions as theretofore in effect; or [3] to
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add to the limitations and restrictions in the Resolution, other limitations and restrictions to be observed
by the District which are not contrary to or inconsistent with the Resolution as theretofore in effect; or
[4] to authorize Bonds of a Series; or [5] to authorize one or more series of Subordinated Debt; or [6] to
authorize, in compliance with all applicable law, Bonds of each Series to be issued in the form of coupon
Bonds; or [7] to authorize, in compliance with all applicable law, Bonds of each Series to be issued in
the form of Bonds issued and held in book-entry form on the books of the District or any Fiduciary
appointed for that purpose by the District; or [8] notwithstanding any other provisions of the Resolution,
to authorize Bonds of a Series having terms and provisions different than the terms and provisions
theretofore provided in the Resolution; or [9] to confirm, as further assurance, any pledge or assignment
under, and the subjection to any security interest, pledge or assignment created or to be created by, the
Resolution of the Pledged Property and Credit Facilities or other agreements; or [10] to comply with the
provisions of any federal or state securities law, including, without limitation, the Trust Indenture Act of
1939, as amended or comply with Section 103 of the Internal Revenue Code of 1986 or 1954, as
applicable, as amended, or successor provisions; or [11] to modify any of the provisions of the Resolution
in any other respect whatever, provided that [i] such modification shall be, and be expressed to be,
effective only after all Bonds of each Series Outstanding at the date of the adoption of such Supplemental
Resolution shall cease to be Outstanding and [ii] such Supplemental Resolution shall be specifically
referred to in the text of all Bonds of any Series authenticated and delivered after the date of the adoption
of such Supplemental Resolution and of Bonds issued in exchange therefore or in place thereof; or [12]
to cure any ambiguity, defect or inconsistency provided that there is no material adverse impact on
Bondholders.

Consent of the Insurer When Consent of Bondholder Required; Notice.

The Insurer, and not the registered Holders thereof, shall be deemed to be the Holder of Bonds
of any Series as to which it is the Insurer at all times for the purpose of giving any approval or consent
to the execution and delivery of any Supplemental Resolution or any amendment, change or modification
of the Resolution which, as specified in the Resolution, requires the written approval or consent of the
Holders of at least a majority in aggregate principal amount of Bonds of such Series at the time
Outstanding. In such cases where the consent of the Insurer shall be necessary pursuant to the Resolution
for the execution of a particular amendment, the District shall be required to send a copy of such
amendment to S&P's. In addition, in such cases where the consent of the Insurer shall not be necessary
pursuant to the Resolution for the execution of a particular amendment, the District shall provide the
Insurer with written notice of such amendment prior to or within a reasonable time after the execution
thereof.

Defeasance.

If the District shall pay or cause to be paid, or there shall otherwise be paid, to the Holders of all
Bonds the principal or Redemption Price, if applicable, and interest due or to become due thereon, at the
times and in the manner stipulated in the Bonds and in the Resolution, then the pledge of the Pledged
Property and all covenants, agreements and other obligations of the District to the Bondholders, shall
thereupon cease, terminate and become void and be discharged and satisfied.

Bonds or interest installments, or portions thereof, for the payment or redemption of which
monies shall have been set aside and shall be held in trust by the Paying Agents (through deposit by the
District of funds for such payment or redemption or otherwise) at the maturity or redemption date thereof
shall be deemed to have been paid within the meaning and with the effect expressed in the Resolution.
Subject to the provisions of the Resolution, any Outstanding Bonds shall prior to the maturity or
redemption date thereof be deemed to have been paid within the meaning and with the effect expressed
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in the Resolution if the following conditions are met: (a) if any of such Bonds are to be redeemed on any
date prior to their maturity, the District shall have instructed the Bond Registrar to mail as provided in
the Resolution notice of redemption of such Bonds (other than Bonds which have been purchased or
otherwise acquired by the District and delivered to the Bond Registrar as hereinafter provided prior to
the mailing of notice of redemption), (b) there shall have been deposited with an escrow agent either cash
(including amounts, if any, withdrawn and deposited pursuant to the Resolution as described herein under
the captions "Bond Fund - Debt Service Account™ and "Bond Fund - Reserve Account™) in an amount
which shall be sufficient, or Defeasance Obligations (including any Defeasance Obligations issued or
held in book-entry form on the books of the Department of the Treasury of the United States) the principal
of and the interest on which when due will provide cash which, together with any other cash on deposit
with the escrow agent, shall be sufficient, to pay when due the principal or Redemption Price, if
applicable, and interest due and to become due on the Bonds on or prior to the redemption date or maturity
date thereof; as the case may be and (c) if the Bonds are not by their terms subject to redemption within
the next succeeding 60 days, the District shall have instructed the Bond Registrar to mail a notice to the
Holders of such Bonds to be paid or redeemed, that the deposit required by (b) above has been made and
that the Bonds are deemed to have been paid in accordance with this Section and stating the maturity or
redemption date upon which monies are expected to be available for the payment.

Such escrow agent shall, as and to the extent necessary, apply amounts held by it pursuant to this
Section to the retirement of Bonds in amounts equal to the unsatisfied balances (determined as provided
in the Resolution as described herein under the caption "Bond Fund - Debt Service Account™) of any
Sinking Fund Installments with respect to such Bonds, all in the manner provided in the Resolution. The
escrow agent shall, if so directed by the District prior to the maturity or redemption date, as applicable,
of Bonds deemed to have been paid in accordance with the provisions of the Resolution described under
this caption, apply cash, redeem or sell Defeasance Obligations so deposited with such escrow agent and
apply the proceeds thereof, together with any cash on deposit with the escrow agent, to the purchase of
such Bonds (and the Bond Registrar shall immediately thereafter cancel all such Bonds so purchased and
delivered to it); provided, however, that the cash and Defeasance Obligations remaining on deposit with
such escrow agent after the purchase and cancellation shall be sufficient to pay when due the principal
or Redemption Price, as applicable, and interest due or to become due on all remaining Bonds in respect
of which such cash and Defeasance Obligations are being held by such escrow agent on or prior to the
redemption date or maturity date thereof, as the case may be. Except as otherwise provided in the
Resolution, neither Defeasance Obligations nor cash deposited with such escrow agent pursuant to the
Resolution nor principal or interest payments on any such Defeasance Obligations shall be withdrawn or
used for any purpose other than, and shall be held in trust for, the payment of the principal or Redemption
Price, as applicable, and interest on the Bonds with respect to which such cash and Defeasance
Obligations have been deposited. Any excess cash received from such principal or interest payments on
such Defeasance Obligations shall be paid over to the District as received by such escrow agent, free and
clear of any trust, lien or pledge.

Notwithstanding any of the provisions of the Resolution regarding Defeasance, no forward
supply contract shall constitute a "Defeasance Obligation™ or otherwise be used to refund all or any
portion of Bonds which are insured as to the payment of principal and interest by an Insurer, without first
obtaining the prior written consent of such Insurer.

SUMMARY OF PROVISIONS OF THE NOTE RESOLUTION

The following is a brief summary of certain provisions of the District's Subordinated Debt
Resolution adopted by the District on April 26, 2010 (the "Resolution” or the "Subordinated Debt
Resolution™) and used in this Official Statement. The summary does not purport to be comprehensive or
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definitive. All references herein to the Resolution are qualified in their entirety by reference to such
Resolution, a copy of which is available for review prior to the issuance and delivery of the Series 2018
Notes, at the office of the District and thereafter at the office of the Paying Agent. All references to the
Series 2018 Notes are qualified in their entirety by reference to the definitive form thereof and the
information with respect thereto included in the Resolution.

GENERAL COVENANTS OF THE DISTRICT.
Payment of Notes.

The District shall promptly pay when due the principal or purchase price of (whether at maturity,
upon acceleration, call for redemption or purchase or otherwise) and premium, if any, and interest on
each series of Notes at the places, on the dates and in the manner provided the Resolution and in such
Notes according to the true intent and meaning thereof; provided, however, that such obligations are not
general obligations of the District but are limited obligations payable solely from the revenues and
receipts described in the Granting Clauses to the Resolution and the other Pledged Property, all of which
are specifically pledged to such purposes in the manner and to the extent provided the Resolution. The
Notes and interest thereon shall not be deemed to constitute a debt or a pledge of the faith and credit of
the State or any political subdivision thereof, including the District. Neither the State nor any political
subdivision thereof, including the District shall be obligated to pay the principal of or interest on the
Notes or other costs incident thereto except from the revenues and receipts pledged therefor, and neither
the faith and credit nor the taxing power of the State or any political subdivision thereof, including the
District is pledged to the payment of the principal of or interest on the Notes or other costs incident
thereto.

Covenants and Representations of District.

The District shall observe and perform all covenants, conditions and agreements on its part
contained in the Resolution, in every Note executed, authenticated and delivered hereunder and in all of
its proceedings pertaining thereto. The District represents (a) that it is duly authorized under the
Constitution and laws of the State, including particularly and without limitation the Act, to issue the
Notes and to execute the Resolution; to execute the Note Purchase Agreement; and to pledge the
revenues, receipts and funds in the manner and to the extent set forth in the Resolution; (b) that all action
on its part for the issuance of the Notes and the execution and delivery of the Resolution has been duly
and effectively taken; and (c) that the Notes in the hands of the Holders thereof are and will be valid and
enforceable obligations of the District according to the terms thereof except as limited by bankruptcy
laws and usual equity principles.

Further Assurances.

The District shall do, execute, acknowledge and deliver, or cause to be done, executed,
acknowledged and delivered, such supplemental resolutions and such further acts, instruments and
transfers as the Paying Agent may reasonably require for the better assuring, transferring, conveying,
pledging and assigning to the Paying Agent of all the rights assigned by the Resolution and the revenues
and receipts pledged to the payment of the principal of, premium, if any, and interest on the Notes. The
District shall cooperate with the Paying Agent and the Noteholders in protecting the rights and security
of the Noteholders.
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Inspection of Books and Project.

All books and documents in the District's possession relating to each Project and the revenues
derived therefrom shall at all times be open to inspection by such agents as the Paying Agent or the
Holders of 25% in aggregate principal amount of Notes then Outstanding may from time to time
designate.

Priority of Notes.

The District warrants and covenants that the lien created under the Resolution with respect to
any series of Notes shall be superior in priority to all revenue debt of the District, except for the Senior
Debt.

Prohibited Activities.

The District shall not knowingly engage in any activities or take any action that might result in
(2) the income of the District derived from each Project becoming taxable to it, (b) any Note becoming
an "arbitrage bond" within the meaning of Section 148 of the Code and the regulations and rulings
thereunder, or (c) any interest on the Notes otherwise becoming includable in the gross income of the
recipients thereof under the federal income tax laws or becoming taxable under the laws of the State.

Anticipation of Issuance of Bonds.

The District covenants that each series of Notes issued under the Resolution is issued in
anticipation of the issuance by the District, prior to the maturity of such Notes whether by acceleration,
redemption, or otherwise, of Additional Bonds (within the meaning of the Bond Resolution) on a parity
with the Senior Debt under the Bond Resolution and pursuant to the Act. The District further covenants
to, in a timely fashion, do any and all things necessary for the issuance of such Additional Bonds on a
parity with the Senior Debt, to the extent necessary to pay such Notes and to the extent permitted by law.
To the extent that any Notes of a particular series issued hereunder are not paid from the Revenues of
the District as described in the Resolution, including the proceeds of the Project for which such Notes
were issued, such Notes shall be paid from the proceeds of such Senior Debt.

Tax Covenants.

The District covenants that within the meaning of Section 141 of the Code, [i] less than 10% of
the proceeds of the Notes of any series, if any, will be applied for any private business use, and the
payment of principal of or interest on less than 10% of the amount of the Notes of any series, if any, will
be secured directly or indirectly by any interest in property used for a private business use, or payments
in respect of such property, or will be derived from payments in respect of such property; [ii] at least
90% of the proceeds of the Notes of any series will be applied for a governmental use of the District; [iii]
any private business use of the Project will be related to such governmental use of the District and will
not be unrelated or disproportionate; and [iv] none of the proceeds of the Notes of any series will be used,
directly or indirectly, to make or finance loans to private Persons; and the District covenants further that
the Notes of any series will not be federally guaranteed within the meaning of Section 149(b) of the
Code.

A-34



APPLICATION OF FUNDS.
"Trust Moneys' Defined.

All moneys received by the Paying Agent to be held and applied under the Resolution, or
required to be paid to the Paying Agent and whose disposition is not elsewhere in the Resolution
otherwise specifically provided for, including but not limited to the investment income of all Trust Funds
held by the Paying Agent under the Resolution (all such moneys pending the expenditure thereof,
including but not limited to the proceeds of Notes deposited in the Subordinated Debt Subaccounts of
the Construction and Acquisition Fund and investment income thereon pending the expenditures thereof,
and all proceeds of any such moneys pending the expenditure of such proceeds, being defined as the
"Trust Moneys") shall be held by the Paying Agent as a part of the Pledged Property, and, upon the
exercise by the Paying Agent of any remedy specified in the Resolution, such Trust Moneys shall be
applied in accordance with the Resolution, except to the extent that the Paying Agent is holding in trust
moneys and/or Government Obligations for the payment of any specified Notes which are no longer
deemed to be Outstanding under the provisions of the Resolution, which moneys and/or Government
Obligations shall be applied only as provided in said Article. Prior to the exercise of any such remedy,
all or any part of the Trust Moneys shall be held, invested, withdrawn, paid or applied by the Paying
Agent, from time totime.

NOTE ACCOUNT.

@) A special trust fund is established under the Resolution with the Paying Agent
and designated as the "Note Account.” The Note Account constitutes a part of the Senior
Subordinated Debt Fund of the District pursuant to the Bond Resolution, but is maintained as a
separate special trust fund. Established within the Note Account is a General Subaccount.

There shall be credited to the General Subaccount in the Note Account, as and when received,

M each payment received by the Paying Agent under and pursuant to any
of the provisions of the Resolution which is required, or which is accompanied by
directions that such payment is, to be credited to the Note Account; and

(i) all income derived from the investment of amounts described in clause
as realized.

(b) The Paying Agent shall disburse, from time to time, sufficient moneys from the
Note Account as specified below to pay the principal of, premium if any, and the interest on, the
Notes as the same become due and payable.

(c) Funds for the payment of the principal of, premium, if any, and interest on the
Notes shall be derived from the following sources:

@ Funds for the payment of the principal of and premium, if any, on the
Notes, at Maturity, shall be disbursed by the Paying Agent from the Note
Account in the order of priority indicated below:

M Eligible Moneys in the General Subaccount in the Note

Account;
and
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(i) all other amounts in the General Subaccount in the Note
Account which were received by the Paying Agent under and pursuant to the
Resolution from the District or from any other Person or Fund, and amounts
derived from the investment of such amounts.

2 Funds for the payment of interest on the Notes shall be derived from the
following sources in the order of priority indicated below and in each case
applied to interest on Notes:

M Eligible Moneys in the General Subaccount in the Note
Account;
and

(i) all other amounts in the General Subaccount in the Note
Account which were received by the Paying Agent under and pursuant to the
Resolution from the District or from any other Person or Fund, and amounts
derived from the investment of such amounts.

(d) Upon the occurrence of an Event of Default described in clauses (d) of Section
8.1, the Paying Agent shall pay, to the extent moneys are available, to the Noteholders, in
accordance with the provisions of Section 2.2 of the Resolution, in payment of the principal of
and interest on the Notes, an amount equal to the principal of and interest on the Notes due upon
the date of acceleration of the Notes as provided in Section 8.2 of the Resolution and to the extent
of such payment, the obligations of the District under the Resolution and the Notes shall be
deemed to have been satisfied.

(e) If any Note shall not be presented for payment at Maturity, provided moneys
sufficient to pay such Note shall have been made available to the Paying Agent and are held in
the Note Account for the benefit of the Holder thereof, all liability of the District to the Holder
thereof for the payment of such Note shall forthwith cease, determine and be completely
discharged, and thereupon it shall be the duty of the Paying Agent to hold such moneys in the
Note Account, without liability to the Holder for interest thereon, for the benefit of the Holder
of such Note, who shall thereafter be restricted exclusively to such moneys for any claim of
whatever nature on the part of such Holder hereunder or on, or with respect to, such Note.

()] All moneys paid over to the Paying Agent for the account of the Note Account
shall be held in trust by the Paying Agent for the benefit of the Holders of the Notes as each is
entitled to be paid therefrom. Any moneys remaining in the Note Account after any Interest
Payment Date and after Payment of the Notes, and payment of the fees, charges and expenses of
the Paying Agent which have accrued and which will accrue and all other items required to be
paid hereunder, shall be paid to the District.

Payment Into Construction and Acquisition Fund; Use of Proceeds.

The proceeds of sale of each series of Notes shall be deposited in a separate subaccount in the

Construction and Acquisition Fund (collectively, the "Subordinated Debt Subaccounts™), each of the
Subordinated Debt Subaccounts to be designated in a manner which will distinguish it from all other
subaccounts of the Construction and Acquisition Fund and to consist of Pledged Property on which the
holders of such series of Notes shall have a first lien. The District shall use such proceeds of the Notes
only to pay costs of a Project with respect to which at the time of use the District reasonably intends to
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issue Additional Bonds on a parity with the Prior Bonds to permanently finance the Project.
Trust Moneys; Reports.

All Trust Moneys shall be trust funds and shall not be subject to lien or attachment of any creditor
of the District or the Paying Agent. Such Trust Moneys shall be held in trust and applied in accordance
with the provisions of the Resolution. The Paying Agent shall furnish to the District on at least a semi-
annual basis a statement of the moneys (including all investment activity) in each Trust Fund.

Arbitrage.

The District covenants and agrees that it will commit knowingly no act that would cause any
Notes of any series to be "arbitrage bonds" within the meaning of Section 148(a) of the Code (including
the applicable regulations thereunder). The Paying Agent covenants that it will comply with any
instructions of the District regarding investment or other use of proceeds of the Notes so as to prevent
the Notes from becoming "arbitrage bonds" but shall otherwise have no other liability or obligations with
respect to preventing the Notes from becoming "arbitrage bonds." The Paying Agent shall file a copy of
any applicable Opinion of Bond Counsel received by it with the District.

Rebate Requirements.

The District covenants and agrees to comply with any requirements to rebate moneys to the
United States of America as may be required by law. Moneys in any rebate fund established for this
purpose, including investment earnings thereon, if any, shall not be subject to the pledge of the Resolution
and shall not constitute part of any of the Funds and Accounts held under the Resolution for the benefit
and security of the Noteholders.

INVESTMENTS.
Investments.

Moneys held in any Accounts hereunder (other than Eligible Moneys) shall be invested and
reinvested in Authorized Investments maturing or subject to redemption at the option of the Holder as
needed as directed by the District in writing, or if orally, promptly confirmed in writing, or in such other
manner as is acceptable to the Paying Agent. Eligible Moneys held in any Accounts hereunder shall be
invested in Government Obligations maturing as needed as directed by the District in writing, or if orally,
promptly confirmed in writing, or in such other manner as is acceptable to the Paying Agent. All such
investments shall be held by or under the control of the Paying Agent except as may be otherwise
permitted or authorized in the Resolution, and shall be deemed at all times a part of the fund or account
in which the moneys so invested were originally held and the interest accruing thereon and any profit
realized therefrom shall be credited to and held in such fund or account and any loss resulting therefrom
shall be charged to such fund or account. The Paying Agent is directed to sell and convert to cash a
sufficient amount of such investments in any fund whenever the cash held in such fund is insufficient for
the purposes thereof Moneys held in the Subordinated Debt Subaccounts shall not be invested except as
otherwise permitted in the Resolution or in the Bond Resolution for amounts on deposit in the
Construction and Acquisition Fund.

Limitation of Liability.
@) The Paying Agent shall not be responsible for any losses on investments or from

the redemption, sale or maturity of any such investments made in accordance with the
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Resolution, and the District specifically holds the Paying Agent harmless and agrees to
indemnify the Paying Agent for any claim resulting from any losses on investments made in
accordance with the District's instructions.

(b) Notwithstanding any provision of the Resolution to the contrary, unless
otherwise specifically agreed in a separate written agreement, the Paying Agent shall not be
liable or responsible for any calculation or determination which may be required in connection
with, or for the purpose of complying with, Section 148 of the Code, or any successor statute or
any regulation, ruling or other judicial or administrative interpretation thereof, including, without
limitation, the calculation of amounts required to be paid to the United States of America or the
determination of the maximum amount which may be invested in nonpurpose obligations having
a yield higher than the yield on the Notes, or the determination as to whether any investments
are permissible under Section 148 of the Code, and the Paying Agent shall not be liable or
responsible for monitoring the compliance by the District with any of the requirements of Section
148 of the Code or any judicial or administrative interpretation thereof; it being acknowledged
and agreed that the sole obligation of the Paying Agent in this regard shall be to hold and invest
monies received by it pursuant to the terms of the Resolution and in each case pursuant to the
instructions of the District.

DISCHARGE OF LIEN.
Discharge of Lien and Security Interests.

If the District shall pay or cause to be paid in full the principal of and the interest on any series
of Notes or if the District has deposited or caused to be deposited with the Paying Agent in trust cash
and/or Government Obligations, which do not permit the redemption thereof at the option of the issuer
thereof, the principal of, premium, if any, and interest on which when due (or upon the redemption thereof
at the option of the Holder), will, without reinvestment, provide cash which, together with the cash, if
any, deposited with the Paying Agent at the same time, shall be sufficient to pay and discharge the entire
indebtedness on such series of Notes as the same become due not theretofore canceled by the Paying
Agent or delivered to the Paying Agent for cancellation, for principal and interest (and premium, if any)
which have become due and payable, or to the Maturity thereof or earlier Redemption Date and (a) has
paid or made arrangements satisfactory with the Paying Agent to pay, all fees and expenses (including,
without limitation, counsel's fees and expenses) of the Paying Agent respecting such series of Notes
which have accrued or which the Paying Agent estimates will accrue prior to the final payment of such
series of Notes in full, (b) has furnished to the Paying Agent an Opinion of Bond Counsel to the effect
that the deposit of such cash and Government Obligations is in compliance with the provisions of the
Resolution, will not adversely affect the exclusion of interest on such Notes from gross income for
purposes of Federal income taxation and that payments to the owners of such Notes will not constitute a
voidable transfer or preference under and pursuant to the Federal Bankruptcy Code as then in effect in
the event of a bankruptcy proceeding thereunder by or against the District, and (c) has made arrangements
satisfactory to the Paying Agent for the giving of notice of redemption, if any, then the lien of the
Resolution, these presents and the security interests in the Resolution with respect to such series of Notes
shall cease, determine and be void. Upon the discharge of the lien of the Resolution with respect to the
applicable series of Notes, these presents and the security interests therein ceasing, determining and being
void as provided in the preceding sentence, the Paying Agent shall, upon receipt of evidence satisfactory
to it that all conditions precedent to the satisfaction and discharge of the Resolution with respect to such
Notes have been complied with, cancel and discharge the Resolution with respect to such Notes and the
security interests therein, execute and deliver to the District such instruments in writing as shall be
required to cancel and discharge the Resolution with respect to such Notes and the security interests
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therein and apply any moneys and investments held in the Note Account with respect to such Notes in
accordance with Sections 5.2, provided that all moneys then held in the Note Account for the purpose of
paying such Notes of the applicable series which have not yet been presented for payment shall be held
thereafter in trust solely for the Holders of such Notes pending the payment thereof to such Holders. If
such Notes will not be redeemed in whole within 60 days of such discharge, the Paying Agent shall
promptly give notice of such discharge, to all Noteholders of such Notes in the manner described in
Section 3.6(a) for the giving of notices of redemption. If the lien and security interests of the Resolution
with respect to all series of Notes are discharged, the Resolution, at the request of the District, shall be
discharged and canceled.

Discharge of the Resolution.

Notwithstanding the fact that the lien of the Resolution upon the Pledged Property may have
been discharged and canceled with respect to a series of Notes, the Resolution and the rights granted and
duties imposed by the Resolution, to the extent not inconsistent with the fact that the lien upon the
Pledged Property may have been discharged and canceled with respect to one or more series of Notes,
shall nevertheless continue and subsist until the principal of, premium, if any, and the interest on, all of
the Notes shall have actually been paid in full, all amounts owed by the District to the Paying Agent shall
have been paid in full, and the Paying Agent shall have applied amounts in the Note Account and all
funds theretofore held by the Paying Agent for payment of any Notes not theretofore presented for
payment or purchase, as the case may be, which funds shall be held in trust solely for the Holders of such
Notes pending their application in accordance herewith, until such funds have been applied in accordance
herewith.

DEFAULT PROVISIONS AND REMEDIES.
Events of Default.

Each of the following events is defined as and declared to be and to constitute an "Event of
Default" hereunder with respect to the Notes of a particular series:

@) default in the due and punctual payment of any interest on any Note when the
same shall become due and payable; or

(b) default in the due and punctual payment of the principal of or premium on any
Note at its maturity or upon mandatory redemption; or

(c) the declaration of an Event of Default hereunder with regard to the Notes of any
series; or

(d) the failure of the District to observe and perform any of the covenants,
conditions, agreements, or provisions contained in the Resolution, or in the Notes, on the part of
the District to be observed or performed and the continuation thereof for thirty days after written
notice, specifying such default and requiring the same to be remedied, is given to the District by
the Paying Agent.

Acceleration.

Upon the occurrence of any Event of Default described in subsection (a), (b) or (c) of Section
8.1 of the Resolution, the Paying Agent may or the Holders of more than fifty percent (50%) in aggregate
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principal amount of the Outstanding Notes of the particular series shall, and, upon the occurrence and
continuance of an Event of Default described in subsection (d) of Section 8.1 of the Resolution, the
Paying Agent shall by notice in writing delivered to the District declare the principal of all the Notes
immediately due and payable as of the fifth Business Day following such date, whereupon the same shall
become immediately due and payable. Upon any such acceleration, the Notes and the interest thereon
shall forthwith be paid in accordance with the Resolution. Upon any declaration of acceleration
hereunder, the Paying Agent shall immediately declare the payments required to be made by the District
hereunder to be immediately due and payable.

Other Remedies.

Upon the occurrence of an Event of Default, the Paying Agent shall have the power to proceed
with any right or remedy available at law or in equity or by statute, as it may deem best, including any
suit, action or special proceeding in equity or at law for the collection of amounts due and to become due
hereunder and under the Notes or the performance of any covenant or agreement contained in the
Resolution or for the enforcement of any proper legal or equitable remedy as the Paying Agent shall
deem most effectual to protect the rights aforesaid, insofar as such may be authorized by law.

No delay or omission to exercise any right or remedy accruing upon any Event of Default shall
impair any such right or remedy or shall be construed to be a waiver of any such Event of Default or
acquiescence therein; and every such right and remedy may be exercised from time to time and as often
as may be deemed expedient.

No waiver of any Event of Default hereunder, whether by the Paying Agent or by the
Noteholders, shall extend to or affect any subsequent or other Event of Default, or impair any rights or
remedies consequent thereon.

Rights of Noteholders.

Upon the occurrence of an Event of Default and if requested so to do by the Holders of more
than fifty percent (50%) in aggregate principal amount of the Notes then Outstanding and if indemnified,
the Paying Agent shall be obligated to exercise such one or more of the rights and remedies conferred by
the Resolution as the Paying Agent, being advised by Counsel, shall deem most expedient in the interests
of the Noteholders.

Right of Noteholders to Direct Proceedings.

Except in the case of an Event of Default under Section 8.1(d) of the Resolution, the Holders of
more than fifty percent (50%) in aggregate principal amount of the Notes then Outstanding shall have
the right, at any time, by an instrument or instruments in writing executed and delivered to the Paying
Agent, to direct (as between such Noteholders and the Paying Agent) the time, method and place of
conducting all proceedings otherwise permitted to be taken in connection with the enforcement of the
terms and conditions of the Resolution, or for the appointment of a receiver or any other proceedings,
provided the Paying Agent is indemnified

Application of Moneys.
All moneys received by the Paying Agent pursuant to any right given or remedy or action taken
under the provisions of the Resolution shall, after payment of all fees and expenses of the Paying Agent,

including, without limitation, the costs and expenses of the proceedings resulting in the collection of such
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other moneys and of the related expenses, liabilities and advances incurred or made by the Paying Agent,
be deposited in the General Subaccount in the Note Account. All such other moneys shall be applied by
the Paying Agent as follows:

@) Unless the principal of all the Notes shall have become or shall have been
declared due and payable, all such moneys shall be applied:

First. to the payment to the Persons entitled thereto of all installments of interest then
due on the Outstanding Notes (other than District Notes), in the order of the maturity of the
installments of such interest and, if the amount available shall not be sufficient to pay in full any
particular installment, then to the payment of such installment ratably, according to the amounts
due on such installment, to the Persons entitled thereto, without any discrimination or privilege;

Second.to the payment to the Persons entitled thereto of the unpaid principal of any of
the Outstanding Notes which shall have become due (other than District Notes), in the order of
their due dates, with interest on such Notes at the rate last borne by the Notes from the respective
dates upon which they became due and, if the amount available shall not be sufficient to pay in
full the principal which became due on such Notes on any particular date, together with such
interest, then to the payment thereof ratably, according to the amount of principal due on such
date, to the Persons entitled thereto, without any discrimination or privilege;

Third. to the payment of the principal of and interest on the District Notes in the same
order of priority as specified in the first and second clauses.

(b) If the principal of all the Notes shall have become due or shall have been
declared due and payable, all such moneys shall be applied FIRST, to the payment of the
principal and the interest then due and unpaid on the Outstanding Notes (other than District
Notes), without preference or priority of principal over interest or of interest over principal, or
of any installment of interest over any other installment of interest, or of any such Note over any
other such Note, ratably, according to the amounts due respectively for principal and interest, to
the persons entitled thereto without any discrimination or privilege, and SECOND to the
payment of the principal of and interest on the District Notes in the same manner as specified in
this first clause.

(c) If the principal of all such Notes shall have been declared due and payable, and
if such declaration shall thereafter have been rescinded and annulled under the provisions of the
Resolution, in the event that the principal of all the Notes shall later become due or be declared
due and payable.

Such moneys shall be applied at such times, and from time to time, as the Paying Agent shall
determine, having due regard to the amount of such moneys available for application and the likelihood
of additional moneys becoming available for such application in the future. Whenever the Paying Agent
shall apply such funds, it shall fix the date (which shall be an Interest Payment Date unless it shall deem
another date more suitable or unless the principal of all of the Notes has been declared immediately due
and payable, in which case application shall be made immediately) upon which such application is to be
made and upon such date interest on the amount of principal to be paid on such dates shall cease to accrue
provided that such amount of principal is in fact paid on such date. The Paying Agent shall give such
notice to the Holders of the Notes as it may deem appropriate of the deposit with it of any such moneys
and of the fixing of any such date, and shall not be required to make payment from such moneys to the
Holder of any Notes until such Note shall be presented to the Paying Agent.
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Whenever all Notes and the interest thereon have been paid in full and all expenses and charges
of the Paying Agent have been paid, any balance remaining in the Note Account shall be disposed of in
the manner provided in the Resolution.

Rights and Remedies Vested in Paying Agent.

All rights of action and remedies (including the right to file proofs of claim) hereunder or under
any of the Notes may be enforced by the Paying Agent without the possession of any of the Notes or the
production thereof in any trial or other proceedings relating thereto and any such suit or proceeding
instituted by the Paying Agent shall be brought in its name as Paying Agent without the necessity of
joining as plaintiffs or defendants any Holders of the Notes, and any recovery of judgment shall be for
the equal benefit of the Holders of the Notes.

Rights and Remedies of Noteholders.

No Holder of any Note shall have any right to institute any suit, action or proceeding in equity
or at law for the enforcement of the Resolution, for the execution of any trust or for the appointment of
a receiver or to enforce any other right or remedy under the Resolution unless (a) a Default has occurred
of which the Paying Agent has been notified as provided in subsection (e) of Section 9.1 of the
Resolution, or of which by said subsection it is deemed to have notice, (b) such Default shall have become
an Event of Default and the Holders of more than fifty percent (50%) in aggregate principal amount of
Notes then Outstanding shall have made written request to the Paying Agent and shall have offered
reasonable opportunity to the Paying Agent either to proceed to exercise the powers in the Resolution
before granted or to institute such action, suit or proceeding in its own name, and (c) such Noteholders
have offered to the Paying Agent indemnity and the Paying Agent shall thereafter fail or refuse to exercise
the powers in the Resolution before granted, or to institute such action, suit or proceeding in its own
name. Such naotification, request and offer of indemnity are at the option of the Paying Agent to be
conditions precedent to the execution of the powers and trusts, and to any action or cause of action for
the enforcement of the Resolution, or for the appointment of a receiver or for any other right or remedy
under the Resolution; it being understood and intended that no one or more Holders of the Notes shall
have any right in any manner whatsoever to affect, disturb or prejudice the lien of the Resolution by its,
his or their action or to enforce any right or remedy, and that all proceedings at law or in equity shall be
instituted, had and maintained in the manner provided in the Resolution and for the benefit, first, of the
Holders of all Notes other than District Notes and, second, of the Holders of District Notes. Nothing in
the Resolution shall, however, affect or impair the right of any Noteholder to enforce the payment of the
principal and redemption or purchase price of, and interest on, any Note at and after the date such
payment is due, or the obligation of the District or the Paying Agent to pay the principal and redemption
or purchase price of, and interest on, each of the Notes to the respective Holders thereof at the time,
place, from the source and in the manner expressed in the Notes.

Termination of Proceedings.

If the Paying Agent shall have proceeded to enforce any right or remedy hereunder by any action
at law or in equity, by the appointment of a receiver or otherwise, and such proceedings shall have been
discontinued or abandoned for any reason, or shall have been determined adversely to the Paying Agent,
then and in every such case the District, the Paying Agent and the Noteholders shall be restored to their
former positions and rights hereunder, respectively, with respect to the Pledged Property, and all rights,
remedies and powers of the Paying Agent and the Noteholders, respectively, shall continue as if no such
proceedings had been taken.
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Waivers of Events of Default.

@) The Paying Agent shall waive any Event of Default hereunder and its
consequences upon the written request of the Holders of more than fifty percent (50%) in
aggregate principal amount of all Notes then Qutstanding, provided, however, that except as
permitted in subsection (b) below (relating to the rescission and annulment of declarations of
acceleration of the Notes), there shall not be waived:

@ any Event of Default pertaining to the payment of the principal or
redemption or purchase price of any Note at its Maturity or Redemption Date; or

2 any Event of Default pertaining to the payment when due of the interest
on any Note unless prior to such waiver, all arrears of interest and all principal or
redemption or purchase price payments in respect of which such Event of Default shall
have occurred, with interest thereon (to the extent permitted by law) for the period from
the occurrence of such Event of Default until paid in full at a rate per annum equal to the
interest rate payable on the Notes from time to time during such period in accordance
with the terms of the Notes, and all expenses of the Paying Agent in connection with
such Event of Default, shall have been paid or provided for, and in case of any such
waiver, or in case any proceeding taken by the Paying Agent on account of any such
Event of Default shall have been discontinued or abandoned or for any reason, or shall
have been determined adversely to the Paying Agent, then and in every such case the
District, the Paying Agent and the Noteholders shall be restored to their former positions
and rights hereunder, respectively, but no such waiver shall extend to or affect any
subsequent or other Event of Default, or impair any rights or remedies consequent
thereon.

The Paying Agent shall not have any discretion to waive any Event of Default hereunder and its
consequences except in the manner and subject to the terms expressed above or in subsection (b) below.

(b) If a declaration of acceleration is made then and in every such case, the Paying
Agent shall upon the written request of the Holders of more than fifty percent (50%) in principal
amount of such Notes then Outstanding rescind and annul such declaration, and the
consequences thereof, provided that at the time such declaration is rescinded and annulled:

@ no judgment or decree has been entered for the payment of any moneys
due pursuant to the Notes;

2 all arrears of interest on all of the Notes and all other sums payable
under the Notes (except as to principal of, and interest on, the Notes which have become
due and payable by reason of such declaration) shall have been duly paid; and

3 each and every Event of Default hereunder shall have been waived
pursuant to the preceding paragraph or otherwise made good or cured;

and, provided further, that no such rescission and annulment shall extend to or affect any subsequent or other Event
of Default or impair any rights or remedies consequent thereon. The Paying Agent shall not have any discretion to
rescind and annul any declaration of acceleration and its consequences except in the manner and subject to the
terms expressed in the Resolution.
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SUPPLEMENTAL RESOLUTIONS.
Supplemental Resolutions Not Requiring Consent of Noteholders.

The District may adopt, effective upon filing of a copy thereof certified by the District with the
Paying Agent and without the consent of, or notice to, any of the Noteholders, one or more supplemental
resolutions for any one or more of the following purposes, provided that in the opinion of the District the
change effected thereby is not to the prejudice of the interests of the Paying Agent or the Noteholders:

@) to cure any ambiguity or formal defect or omission in the Resolution or between
the terms and provisions of any other instrument or document executed in connection herewith
or with the issuance of the Notes;

(b) to grant to or confer upon the Noteholders, the Paying Agent or for the benefit
of the Noteholders or the Paying Agent any additional rights, remedies, powers or authorities
that may lawfully be granted to or conferred upon the Noteholders or the Paying Agent;

(©) to subject to the lien and pledge of the Resolution, additional payments,
revenues, properties or collateral including a lien, mortgage or security interest in aProject;

(d) to modify, amend or supplement the Resolution or any supplemental resolution
in such manner as to permit the qualification under the Trust Indenture Act of 1939, as amended,
or any similar Federal statute hereafter in effect or to permit the qualification of the Notes for
sale under the securities laws of any of the states of the United States of America or the Securities
Act of 1933, and, if it so determines, to add to any supplemental resolution such other terms,
conditions and provisions as may be permitted by the Trust Indenture Act of 1939, as amended,
or similar Federal statute;

(e) to evidence the appointment of a Co-Paying Agent or the succession of a new
Paying Agent;

() to effect any other supplement to the Resolution which, in the judgment of the
District, will not adversely affect the interests of the Noteholders; or

(9) to modify or supplement the Resolution in such manner as may be necessary, in
the Opinion of Bond Counsel, to comply fully with all applicable rules, rulings, policies,
procedures, regulations or other official statements promulgated or proposed by the Department
of the Treasury or the Internal Revenue Service.

Supplemental Resolutions Requiring Consent of Noteholders.

@) Exclusive of supplemental resolutions, and not otherwise, the Holders of not
less than two-thirds (2/3) in aggregate principal amount of the Notes Outstanding shall have the
right, from time to time, to consent to and approve the adoption by the District of such other
supplemental resolution or resolutions as shall be deemed necessary and desirable by the District
for the purpose of modifying, altering, amending, adding to or rescinding, in any particular, any
of the terms or provisions contained in the Resolution or in any supplemental resolution;
provided, however, that nothing in this Section contained shall permit, or be construed as
permitting, (1) an extension of the maturity date on which the principal of or the interest on any
Note is, or is to become, due and payable, (2) a reduction in the principal amount of any Note,
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premium, if any, or interest rate on any of the Notes, (3) the creation of a lien ranking prior to or
on a parity with the lien of the Resolution on the property conveyed pursuant to the Resolution
or the deprivation of such lien, (4) a privilege or priority of any Note or Notes over any other
Note or Notes, (5) the elimination of any mandatory redemption or mandatory purchase of Notes,
extension of the due date for the purchase of Notes or call for mandatory redemption or the
reduction of the purchase price or Redemption Price for the Notes or (6) a reduction in the
aggregate principal amount of the Notes required for consent to such supplemental resolution
without the consent of all Noteholders.

(b) If the District shall notify in writing the Paying Agent of the desire of the District
to adopt any such supplemental resolution for any of the purposes of this Section, the Paying
Agent shall, upon being satisfactorily indemnified with respect to expenses, cause written notice
of the proposed adoption of such supplemental resolution together with a copy of such proposed
supplemental resolution to be given by first class mail, postage prepaid, to the Holders of the
Notes at their addresses shown on the Paying Agent's books of registration. If, within 60 days
following the mailing of such notice or such longer period as shall be prescribed by the District
and specified in such notice, the Holders of not less than two-thirds (2/3) in aggregate principal
amount of the Notes Outstanding shall have consented to and approved the adoption of such
supplemental resolution as provided in the Resolution, no Holder of any Note shall have any
right to object to any of the terms and provisions contained therein, or the operation thereof, or
in any manner to question the propriety of the adoption thereof, or to enjoin or restrain the District
from adopting the same or the District or the Paying Agent from taking any action pursuant to
the provisions thereof. Upon the adoption of any such supplemental resolution as in this section
permitted and provided, and effective upon filing of a copy thereof certified by the District with
the Paying Agent, and subject to Section 10.4 of the Resolution, the Resolution shall be modified
and amended in accordance therewith.

(c) The Resolution may not be amended, changed or modified except by the

execution and delivery of a supplemental resolution entered into in accordance with the
provisions of Article X of the Resolution.
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INTRODUCTORY SECTION



October 31, 2017
To the customers and investors of Louisville and Jefferson County Metropolitan Sewer District,

As Controller of Louisville and Jefferson County Metropolitan Sewer District (MSD) it is my pleasure to present the
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2017.

Responsibility for the accuracy, completeness and fairness of the data presented herein, including all disclosures,
rests with MSD. To provide a reasonable basis fo