LOAN AGREEMENT

Dated as of July 1, 1999

between the

STATE ENVIRONMENTAL IMPROVEMENT
AND ENERGY RESOURCES AUTHORITY

and

THE RAYTOWN WATER COMPANY

Relating to

$2,470,000
Water Facilities Refonding Revenue Bonds

(The Raytown Water Company)
Series 19994

aud
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Taxable Water Facilities Revenue Bonds
(The Raytown Water Company)
Series 19998

THIS LOAN AGREEMENT HAS BEEN ASSIGNED TO, AND IS SUBJECT TO A SECURITY
INTEREST IN FAYOR OF UMB BANK, N.A., TRUSTEE UNDER AN INDENTURE OF TRUST
DATED AS OF JULY 1, 1999, AS AMENDED AND SUPPLEMENTED FROM TIME TO TIME.
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LOAN AGREEMENT

THIS LOAN AGREEMENT dated as of July 1, 1999 (this “Loan Agreement™, by and between
the STATE ENVIRONMENTAL IMPROVEMENT AND ENERGY RESOURCES AUTHORITY,
a body corporate and pohtic and » governmental instrumentality of the State of Missouri (the
“Authority”), and THE RAYTOWN WATER COMPANY, a corporation organized and existing under
the laws of the State of Missouri (the “Company™);

RECITALS:

| The Authority is suthorized and empowered, under the provisions of Sections 260.005 to
260.125, inclusive, R.8.Mo., as amended, and Appendix B(1) therero (the “Act”), o issue bonds and Joan
the proceeds thereof for any of the purposes of the Act, including the payment of “costs™ of “water
facilitics” as defined mn the Act.

i Pursuant to the Act and g regolution duly adopted by the Authority, the Authority
previously issued its $3,000,000 original principal amount of Water Facilities Revenue Bonds (The
Raytown Water Company) Series 1992 (the “Prior Bonds™), under an Indenture of Trust dated ag of
March 1, 1992 between the Authority snd BN'Y Trust Company of Missouri {(as successor to Boatmen’s
Trust Company, the “Prior Trustee™} for the purpose of making a loan to the Company, to provide funds
to firmnce the construction, scquisition and instailation of transmisgsion mains and an elevated water tank
at 9906 East 63" Street (Rear), Raytown, Missouri (the “Project”).

3 The Company has requested that the Authority make & loan o the Company for the
purpose of providing funds to refund the Prior Bonds and to pay certain related costs, all as more fully
defined and described 1 this Loan Agreement and in the below defined Indenture, in consideration of
payments by the Company which will be sufficient to pay the prineipal of, redemption premium, if any,
and the interest on the Bonds issued by the Authonity.

4, In order to provide funds to make the loan to the Company, the Authority is issuing
$2,470,000 principal amount of Water Facilities Refunding Revenue Bonds (The Raytown Water
Company) Series 1999A (the “Series 1999A Bonds™) and $200,000 principal amount of Taxable Water
Facilities Revenue Bonds (The Raytown Water Company) Series 19998 (the “Series 1999B Bonds,”
together with the Series 1999A Bonds, the “Serics 1999 Bonds™) pursuant to the Act and the Indenture of
Trisst dated as of July 1, 1999 (the “Indenture™) by and between the Authority and UMB Bank, N.A,,
Kansas City, Missouri, as Trustee (the “Trustee™); and

5. To evidence the loan, the Company is concurrently with the delivery of this Loan
Agreement issuing to the Authority its Promissory Note, Serics 1999 (the “Series 1999 Note™), in the
principa]l amount of $2,676,000, substantially in the form of Exhibit A,

6. The Authority and the Company are entering into this Loan Agreement to provide for the
loan of the proceeds of the Series 1999 Bonds to the Company and the repayment of the Series 1999
Note.



AGREEMENT:
ARTICLE I
DEFINITIONS; RULES OF CONSTRUCTION

Section 1.1.  Definitions of Words and Terms. In addition to words and terms defined in the
Indenture, the following words and tenns a5 used in this Loan Agreement have the following meanings,
unless some other meaning is plainly intended:

“Act of Insolvency”™ means:

(a) admission by a Person of insolvency or bankrupicy or its inability or failure to
pay its debts as they become due, or the making by a Person of an assigriment for the benefit of
creditors or the application for or the consent to the appointment of a trustee, custodian or
receiver for a Person or for the substantial part of its Property or a Person is generally not paying
its debts 25 such debts become due; or

{b)  appointment of » trustee, custodian or receiver for a Persen or for the substantial
part of its Property and the failure to obtain a discharge of such appointment within 60 days after
such appointment; or

{©) institution of bankruptcy, reorganization, arrengement, insolvency or liquidation
procesdings, procecdings under Title 11 of the United States Code, as amended, or other
proceeding for relief under any bankruptcy law or similar law for the relief of debtors by or
against 2 Person and the failure of the Person {o dismiss, stay or otherwise nullify the same
within 60 days after the institution thereof.

“Environmental Laws” means applicable fodersl, state, county or local stututes, laws,
regulations, rules, ordinances, codes, standards, orders, licenses and permits of any governmental
suthorities relating to ashestos, underground storage tanks and other environmental matters, including by
way of illustration and not by way of limitation, (a) the Clean Air Act, the Federal Water Pollution
Control Act of 1972, the Resource Conservation and Recovery Act of 1976, the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, the Superfund Amendments and
Reauthorization Act of 1986 and the Toxic Substances Control Act (meluding any amendments or
extensions thereof and any rules, regulations, standards or guidelines issued pursuant to any of
Environmental Laws),

“Environmental Lien” has the meaning set forth in Sectlon 5.16(b) bereof.

. “ERISA™ means the Employce Retirement Tncome Security Act of 1974, as amended, and any
successor statute of similar import, together with the regulations thercunder, in cach case as in effiect
from time to time. References 1o sections of ERISA shall be construed to slse refer to any successor
sections.

“ERISA Affilinte” means any corporation, trade or business that is, along with the Company, a
member of 2 controlled group of corporations or a controlled group of trades or businesses, as described
in sections 414{b) and 414(c}, respectively, of the Code, or section 4001 of ERISA.

“Financial Statements” means the financial statemnent or statements of the Company described
or referred to in Section 8.5.
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“Material Adverse Effect” means any material and adverse change in the financial condition of
the Company.

“Multiemployer Plan™ means “multiemployer plan” as defined in ERISA.

“Net Income” means, for any Fiscal Year, an excess of revenues over expenses, exclusive of any

extrsordinary gains or logses.

“Net Loss” means, for any Fiscal Year, an excess of expenses over revenues, exclusive of any
extraordinary gains or losses.

“Net Worth™ means, at any time, the total consolidated stockholders’ equity of the Company
and its Subsidiaries (if any) as determined in accordance with generally accepted accounting principles
consistently applied.

“PBGC” mezans the Pension Benefit Guaranty Corporation and its suceessors.

“Pension Plan” means a “pension plan,” 83 such term is defined in Section 3(2) of ERISA,
which is subject to the provisions of Title IV of ERISA and which is established or maintamned by the
Company or any ERISA Affiliate, other than a2 Multiemployer Plan,

“Subsidiary” means any corporation of which more than 50% of the issued and outstanding
securities having ordinary voting power for the clection of directors is owned or controlled, directly or
indirectly, by the Company or one or more of its subsidiarics.

“Year 2000 Compliant” means, with respect fo any Person, that all software, embedded
microchips and other computer and processing capabilities utilized by such Person, or included in any
software, products, goods or services sold or leased by such Person, arc able to correctly and properly
recognize, interpret, process, calculate, compare, sequence and manipulate data and date-sensitive
functions on and involving all calendar dates {including, without limitation, dates in and after the year
2000).

Section 1.2.  Rules of Construction.

(2) Words of the masculine gender shall be deemed and construed to include correlative
wards of the femininc and neuter genders. Unless the context otherwise indicates, words importing the
singular number shall include the plural and vice versa, and words importing persons shall include firms,
associations and corporations, including public bodies, as well as natural persons.

o All references in this instrument to designated “Articles”, “Sections” and other
subdivisions are to the designated Articles, Sections and other subdivisions of this instrument as
originally executed. The words “herein”, “hereaf” and “hereunder”™ and otber words of similar import
refer to thus Loan Agreement as a whole and not to any particular Article, Section or other subdivision
unless the context indicates otherwise.

() The table of contents hereto and the headings and captions herein are not a part of this
document.

{d) Accounting terms used herein and not otherwise defined herein or in the Indenture shall
have the meaning ascribed to them by generally aceepted accounting principles.
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(¢}  References to any particular section of the Code, the Act, any other legistation or federal
or state regulations shall be deemed to refer also to any successor section thereto or to redesignations

thercof for codification purposes.

) Whenever an item or items are listed after the word “mcleding,” the listing is not
intended to be a listing that excludes stems not listed.

ARTICLEO
REPRESENTATIONS

Section 2.1.  Representations by the Authority. The Authority represents to the Company
and the Trustes as follows: |

(a) Organization and Awhority. The Authority (1) is a governmental instrumentality and
body corporate and politic duly organized and existing under the laws of the State, and (2) has lawful
power and aunthority to enter mito, exccute and deliver this Loan Agreement and to carry out ik
obligations hereumder and to endorse and deliver the Series 1999 Note, and by all necessary corporate
action has been duly authorized to execute and deliver this Loan Agreement and the Series 1999 Note
and any other Bond Documents required 10 be executed and delivered by it m connection with the
issuance of the Series 1999 Bonds, acting by and through its duly suthorized officers.

(b)  Ne Defaults or Violations of Law. The cxecution and dehvery of this Losn Agreement,
the Series 1999 Note and any other Bond Documents by the Authority will not result in a breach of any
of the terms of, or constitute a defsult under, any indeniure, mortgage, deed of trust, lease or other
agrecioent or instrament to which the Authority is a party or by which it or any of its property is bound or
its bylaws or any of the constitutional or statutory rules or regulations applicable to the Authority or its
property.

Section 2.2.  Representations by the Company. The Company represeats to the Authority
and the Trustee as follows:

(s}  Existence. The Company is 2 corporation duly organized, legally existing and in good
stanling under the Iaws of the State and is in good standing imder the laws of all jurisdictions wherein
the business transacted by it makes such qualification nocessary; has all requisite power and authority
and ai] necessary licenses and permits to own and operate its properties and to carry on its business as
now conducted and as presenily proposed to be conducted and to enter inte those Bond Documents to
which it 15 a party and the other agreements referred 10 herein and iransactions contemplated thereby and
to carry out the provisions and conditions of those Bond Documents to which it is a party.

() Due Execution and Delivery. The Company has full power, authority and legal right to
incur the obligations provided for in, to execute and deliver and to perform and observe the terms and
provisions of, the Bond Documents to whach it is 2 party, and each of the Bond Documents to which it is
a party has been duly executed and delivered by the Company by appropriate and 2ll required action, and
the Company has obtained ali requisite consents to the transactions contemplated thereby under any
instrument to which it is 8 party, and those Bond Documents to which it is 2 party constitute the legal,
valid and binding obligations of the Company enforceable in accordance with their respective terms
except to the extent enforcement thereof may be Iimited by bankruptey, insolvency, reorganization or
other laws affecting creditors rights or principles of equity.



{c) No Breack of Other Instruments. Neither the execution and delivery of those Bond
Documents to which the Company is a party nor the compliance by the Company with the terms and
conditions of such Bond Documents, nor the consummation of the transactions contemplated thereby,
will conflict with or result in a breach of any of the terms, conditions or provisions of ifs organizational
documents or any agreement or instrument or other restriction or law, regulation, rule or order of any
governmental body or agency to which the Company is now a party or is subject, or constituie a default
thereunder, or result in the creation or imposition of a hen, charge or encumbrance of any nature
whatsoever upon any of the property or assets of the Company in violation of the terms of any such
agreement or instrument.

(d) Governmental Consent. Because the Company 1s a public utility regulated by the
Missouni Public Service Commission (the “Commussion™} pursuant to Chapters 386 and 393 of the
Missouri Revised Statutes, execution of the Bond Documents, consummation of the transactions thercin
contemnplated, and the offer, issuc, sale and delivery of the Bonds require the authorization of the
Commission. The Commission’s authorization was obtgined m the Report and Order issucd by the
Commission on April 15, 1999 in case No. WF-99-4i2. Other than recordation of the Deed of Trust and
filing of those UCC-| fipancing statements to be filed m order to perfect the security interests granted in
the Deed of Trust, no other governmental action or approval is required for the offer, issuc, sale and
delivery of the Bonds and the receipt of the loan of the proceeds of the Bonds by the Company.

() Collateral. The Company has good hitle to the Mortgaged Property, free and clear of all
hiens, pledges, mortgages, security interests, charges, claims snd other encumbrances, except for
Penmitted Encumbrances and as otherwise provided in the Bond Documents. The Monigage, if propesly
recorded and as to which appropriate UCCT financing statements have been filed and recorded, wall create
2 valid perfected security interest in favor of the Authority in the Mortgaged Property, subject 10 no other
liens or encumbrances arising by, thwough or under the Company or any other person, except as otherwise
provided in the Bond Documents.

(D  Absence of Defaults, Ete. ‘The Company is pot (i) in default under any indenture or
material contract or agreement to which it is a party, (ii) in violation of its organizational documents, (jii)
in default with respect to any order, wnt, injunction or decree of any court, or (iv) in default under any
charter, order or license of any federal or siate governmental departraent, which defanlt or violation in
any of the aforesmd cases has a Material Adverse Effect. There exists no condition, event or act which
constitutes, or after notice or lapse of time or both would constitute, an Event of Default.

()  Financial Condition. The annual financial statements of the Company for its Fiscal Year
ended December 31, 1998 and the interim financial stalements of the Company for the month ended
April 30, 1999 (including any related schedules or notes), which have been delivered to the Authority or
the Original Purchaser, have been prepared in accordance with generally accepted accounting principles,
consistently applied, and present fairly the financial condition and changes in financial position of the
Company as at the date or dates and for the period or periods stated (subject only o normal yearend
sudit adjustments with respect 1o such ynandited interim statemnents).  Since December 31, 1998, the
Compamny has not incurred any material liabilities or obligations, direct or contingent, not in the ordinary
course of business and there has not been any change mn the business, properties ar condition, finsncial or
otherwise, of the Company, except for changes arising in the ordinary course of business.

(hy  Litigation. Except as described in the Fmancial Statements or as otherwise disclosed in
writing to the Authority, at the date of this Agreement there is no litigation, legal or administrative
proceeding, investigation or other sction of any nature pending or, to the knowledge of the Company,
threatened against or affecting the Company or any Subsidiary which mvolves the possibility of any
judgment or liability not fully covered by insurance and which would have a Material Adverse Effect,

R



except for the proceedings before the Commission in the Company’s pending permanent rate case, which
is discussed under the heading “Water Rates” in Appendix A to the Official Statement.

(i) Pension and Welfare Plans. Each Pension Plan, if any, complies in all material respects
with all applicable statutes and governmental rules and regulations; no reportabie event has occurred and
is continuing with respect to any Pension Plan; neither the Company nor 2ny ERISA Affiliate has
withdrawn from any Multiemployer Plan in a “complete withdrawal™ or a “partial withdrawal” as defined
- in sections 4203 or 4205 of ERISA, respectively; no steps have been instituted by the Company to
tevminate any Pension Plan which termiration would have a Material Adverse Effect upon the Company;
no condition exists or event or transaction has occurred in comnection with any Pension Plan or
Muitieroployer Plan which could result in the Company or any ERISA Affiliate incurring any material
liability, fine or penalty. Neither the Company nor any ERISA Affiliate is a “contributing sponsor™ as
defined in Scction 4001(a}(13) of ERISA of a “single-employer plan” as defined in Section 4001(2X15)
of ERISA which has two or more contributing sponsors at least two of whom are not under common
control. Neither the Company nor any Subsidiary has any contingent linbility with respect to any
“employee weifare benefit plans,” as defined in Section 3(1) of ERISA, which covers retired employees
and their beneficiaries.

Q)] Parents, Licenses, Etc. The Company possesses all of the necessary patents, licenses,
trademarks, trademark rights, tradenames, tradename rights and copynights to conduct its businesses as
now conducted, without conflict with any patent, license, trademark, tradename or copyright of any other
Person, except as to which the failure of such possession would not have a Material Adverse Effect upon
the Company.

) Taxes. The Company has filed or caused to be filed all federal, state and local tax
retuns which are required to be filed and has paid or caused to be paid all taxes as shown on said retuns
or on any assessmendt to the extent such taxes have become due, except for taxes which are being
contested in good faith and against which reserves, in accordance with generslly accepted accounting
principles consistently applied, have been established and except for taxes with respect to which a failure
to so file retums or make payment would not have a Material Adverse Effect upon the Company. The
Company is not aware of any proposed material tax asscssments against it.

U] Compliance with Law. The Company is currently in compliance with any and all laws,
ordinances or govermmental rules and regulations to which it is subject and has obtained any and all
liceases, permits, franchizes or other governments! authorizations necessary to the ownership of its
Properties or to the conduct of its businesses, except. as to which such violation or failure to obiain would
not have a Materis] Adverse Effect upon the Company.

{m)  Environmental and Safety and Health Matters. (i) The operations of the Company and
each Subsidiary of the Company, to the best of Company’s knowledge and without heving conducted any
envirormmental studies other than & phase 1 environmental audit as to the redl property purchased with
proceeds of the Prior Bonds, comply i all material respects with (A) all applicable Environmental Laws,
and (B) all applicable occupational safety and health laws; (ii) None of the operations of the Company or
any Subsidiary are subject to any judicisl or administrative proceeding alleging the violation of any
Environmental Law or occupational safety and health law; (iii) None of the operations of the Company or
any Subsidizry is the subject of federal or state investigation evaluating whether any remedial action is
needed to respond to (A) spillage, disposal or release into the environment of any Hazardous Materiai or
other hazardous, toxic or dangerous waste, substance of constituent, or other substunces, or {B) unsafe or
unhealthful condition at any premises of the Company or any Subsidiary; (iv] Neither the Company nor
any Subsidiary of the Company has filed any notice under any Environmental Law or occupational safety
and health law indicating or reporting {(A) any past or present spillage, disposal or release o the
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environment of, or treatment, storage or disposal of, any Hazardous Material or other hazardous, toxic or
dangerous waste, substance or constifuent, or other substance or (B) any unsafe or unhealthful! condition
at any premises of the Company.

() Representations and Warranties in Other Bond Documents. The Company represents
and warrants that all of the representations and warrantics of the Company in the other Bond Documents
10 which the Company is a party were true and correct in ail material respects when made and are true
and correct in all material respects on the Closing Date,

ARTICLE It
" LOAN TO THE COMPANY; USE OF PROCEEDS

Section 3.1. Loan of Funds to the Company. Simultaneously with the execution and
delivery of this Loan Agreement, the Authority will loan the proceeds of the sale of the Series 1999
Bonds to the Company. The Company agrees to receive such loan from the Authority, for the purposes
provided herein and in the Indenture. The loan is evidenced by the Serics 1999 Note in the principal sum
of $2,670,000.

Section 3.2.  Use of Proceeds. The proceeds of the Series 1999 Bonds will be deposited with
the Trustee and applied as provided in the Indenture and in this Loan Agreement, together with other
available fumds of the Company, to refund the Prior Bonds in whole, to fund a debt service reserve and to
pay certain costs related to the issuance of the Series 1999 Bonds.

- ARTICLE IV
LOAN PAYMENTS AND OTHER PAYMENTS
Section 4.1. Loan Payments.

{a)  The Company will duly and punctually pay the principal of, prepayment penalty, if any,
and interest on the Notes on the dates and at the places and in the manner specified in the Notes and in
this Loan Agreement, according to the true intent and meaning thereof and hereof. Notwithstanding any
schedule of payments upon the Notes set forth in this Loan Agreement or in the Notes, the Company
agrees to make payments upon the Notes and be liable therefor at the times and in the amounts {including
principal, interest and redemption premium, if any) equal to the amounts to be paid as interest, premium,
if any, and principal, whether at maturity or by redemption, upon the Bonds Outstanding under the
Indenture,

(b)  To provide for the payment of the Series 1999 Note, and the principal of and interest on
the Series 1999 Bonds, subject to the prepayment requirements of Section 4.5, the Company will make
the following payments directly to the Trustee, from moneys available to the Company, for the account
of the Authority, for deposit in the Debt Service Fund, on the following dates, and otherwise as set out
below:

(1)  Duerest: On the fieenth day of each calendar month (or on the next Business
Day thercafier if the fifieenth is not a Business Day), commencing August 15, 1999, the amount
of interest to become due on the Bonds on September 1, 1999, and on the fifteenth day of each
calendar month thereafter {or on the next Business Day thereafter if the fifteenth is not a
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Business Day) commencing with the month of September, 1999, an amount which is not Jess
than one-sixth of the interest to become due on the next ensuing Interest Payment Date on the
Bonds, The Company's obligation will be reduced by the amount of the applicable credits under
Section 4.3.

(2)  Principal: On the fifteenth day of each month (or on the next Business Day
thereafter if the fifteenth is not 2 Business Day) commencing August 15, 1999 and ending on
February 15, 2000, & pro rata portion of principal due on the Bonds on March 1, 2000, and on the
fifteenth day of each month thereafter (or on the next Business Day thereafter if the fifteenth is
not 2 Business Day) commencing March 15, 2000, an amount which i not less than one-twelfth
of the next installment of principal due on the Bonds, whether by maturity, mandatory sinking
fimd redemption or otherwise. The Company’s obligation will be reduced by the amount of the
applicable credits under Section 4.3.

{c) Unpaid Loan Payments will bear interest from the due date at the annual rate of the
Prime Rate phus 2% calculated on the actual number of days elapsed and a 360-day year. Any interest
charged and collected on unpaid Loan Psyments will be deposited in the Debt Service Fund and applicd
to pay interest on overdue amounts in accordance with Section 707 of the Indenture.

(1) Any supplements to this Loan Agreement authorizing the issuance of Additional Bonds
and Additional Notes will provide for similar monthly deposits to the Debt Service Fund of amounts
sufficient to provide for the prompt payment of the principal of, premum, if any, and interest on any
Additional Bonds or Additional Notes as the same become due.

{c) It is the intent of this Section that the Company’s loan repayment obligation be in the
amounts and at the times necessary to enable the Trustee, on behalf of the Authority, to pay all amounts
payable with respect to the Bonds when due, whether as principal, premium, interest or otherwise, and
whether at maturity or by redemption or acceleration of maturity or otherwise

Section4.2.  Additional Payments. The Company agrees to make the following additional
payments:

(a) Rebate Fayments: to the Trustee, all rebate payments required under Section
148(f) of the Code and the Tax Compliance Agreement, to the extent such amounts are not
available to the Trustee in the Rebate Fund or other funds and accounts held under the Indenturs;

(b) Trustee Fees and Professioral Fees: to the Trustee and any Paying Agent,
registrars; counsel, sccountants, engincers andd other Persons, when due, all reasonable fees,
charges and expenses of such Persons for services rendered under the Indenture and under any
Bond Document and expenses incurved in the performance of such services under the Indenture
and any Bond Document for which such Persons are entitled to payment or reimbursement;

(c}  Authority Fees and Expenses: to the Authority upon demand, its regular fecs
and charges and ali reasonable expenses incurred by the Authority in relation to the fransactions
contermplated by this Loan Agreement, the Indenture and any other Bond Document which are
not otherwise required to he paid by the Company under the terms of this Loan Apreement,
including all fess and charges of the Authority as provided for under the Act and payable to the
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{d) Advances: to the Authority or the Trustee, as the case may be, the amount of all
advanees of funds made by any of them under the provisions of Section 8.8, with interest thereon
at the Prime Rate plus 2%;

(e} Debt Service Reserve Fund Deposits: to the Trustee upon demand, for deposit in
the Dbt Service Reserve Fund, monthly on the next Loan Payment date which follows the
Trustee's demand, one-sixth of any valuation deficiency in the Debt Service Reserve Fund, one-
twelfth of any deficiency for moneys withdrawn from the Debt Service Reserve Fund, or such
other amount acconding to a schedule approved by the Owners of not less than a majonty in
principal smount of Bonds then Outstanding as provided in Section 406{c} of the Indenture;

143 Repair and Replacement Fund Depogits: The Company will establish in its
custody a Repair and Replacement Fund for the operation of its water facilities. The Company
shall deposit in the Repair and Replacement Fund, the sum of $25,000 at the time of issuance of
the Series 1999 Bonds, and$10,000 on the fifteenth day of each month {or on the next Business
Day thereafier if the fifieenth day is not a Business Day), if at any time the amount on depasit in
the Repair and Replacement Fund is less than $25,000 until the amount in the Repair and
Replacernent Fund aggregates $25,000. Moneys in the Repair and Replacement Fund may be
First used by the Company to make up any deficiencies in the Debt Service Fund and the Debt
Service Reserve Fund (in that order), and the balance, so long as no Event of Default exists under
the Bond Documents, msy be withdrawn by the Company to pay the costs of repairs and
replacements to the Facilities. Any supplements to this Loan Agreement anthonizing the issuance
of Additional Bonds and Additional Notes will provide for similar monthly deposits into the
Repair and Replacement Fund amounts sufficient to increase, if necessary, the deposits to the
Repair and Replacement Fund as required by the Indenture or this Loan Agreement; and

{(g) Aitorneys Fees and Other Expenses: to the Authority and the Trustee, as
applicable, all indexmity payments required to be made under Sections 5.18 and 5.19 {such
indemmnity payments being due to the Authority or the Trustee, as applicable, upon written
demand therefor and accruing interest at the annual rate of the Prime Rate plus 2% following 60
days after notice of demand therefor).

Section 4.3.  Credits on Loan Payments.

{a) Any moncys deposited by the Trustee or the Company in the Debt Serviee Fund
(mchdmgmomysmmvedwacmadmtemstﬁumﬂmmlco{%mdmymm}depommasdc&m
the proceeds of the sale of any series of Bonds) will be credited against the obligation of the Company to
pay interest on the Notes as the same becorne due.

(b) Any moneys deposited by the Trustee or the Company in the Debt Service Fund shall be
credited against the obligaticn of the Company to pay the principal of the Notes as the same becomns due
in the order of maturity thereof, except that prepayments for purposes of making an optional deposit for
redenption will be applied to the maturitics of principal of the respective Note comesponding to the
series and maturities of the Bonds to be redeemed or purchased, delivered and cancelled from the
proceeds of such optional deposit.

{c) The principal amount of Bonds of any series and maturity purchased by the Company
and delivered to the Trustee, or piachased by the Trustee and cancelled, shall be credited against the
obligation of the Company to pay principal on the Note related to such series of Bonds so0 purchased

--{including installment payments corresponding to mandatory sinking fund payments, if any, on the
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Bonds); provided, however, that deposit of 2 Bond of one series and mahwity may not be credited against
a payment which would be used, in the normal course, to retire 2 Bond of another series and maturity.

(d) The amount of any moneys transferred by the Trustee from any other fund held under the
Indenture and deposited in the Debt Service Fund shall be credited against the obligation of the Company
{0 pay interest or principal, as the case may be, as the same become due.

Section44.  Obligations of Corporation Unconditional. The Company covenants and
sgrees with and for the express benefit of the Authority and the Owners of the Bonds that it will pay ail
Loan Payments and Additional Payments due under this Loan Agreement and perform its obligations,
covenants and agreements under this Losns Agreement, without notice or demand, and without abaternent,
deduction, set-off, coumterclaim, recoupment or defense or any right of termination or cancellation
arising from any circumstances whatsoever, whether now existing or hereafier arising, and regardless of
whether or not the Project is completed, any change in the tax or other law of the United States of
America, the State or any political subdivision of cither thereof, any change in the Authority's legat
organization or status, or any default of the Authority hereunder, and regardless of the invalidity of any
action of the Authority, and regardless of the mvalidity of any portion of this Loan Agreement, To the
extent permitted by law, the Company waives the provisions of any statute or other law now or hercafler
in effect contrary to any of its obligations, covenants or agreements under this Loan Agreement or which
releases or purports to release the Company therefrom.  Nothing in this Loan Agreement will be
construed as a waiver by the Company of any rights or claims the Company may have against the
Authority under this Loan Agreement or otherwise, but any recovery upon such rights or claims shatl be
had from the Authority scparately, it being the mtent of this Loan Agreement that the Company is
unconditionally and absolutely obligated to perform fully all of its obligations, agreements and covenants
under this Loan Agreement and the Notes for the benefit of the Owmers of the Bonds.

Section4.5. Prepayment. Whenever any Bonds have been called for redemnption under any
provision of the Indenture, the Company will prepay the applicable Note in such amount as is required to
redeem the Bonds, including the principal, redemption premium, if any, and accrved interest thereon to
the redemption date. The Company further agrees that in the event the payment of principal of and
interest on the Bonds is accelerated upon the occurrence of an Event of Default under the Bdenture, all
Loan Payments payable under Section 4.1 for the remainder of the term of this Loan Agreement will be
accelerated and prepayment will be made on the applicable Note in such amounts. Any prepayments will
be deposited in the Debt Service Fund, as required by the Indenture or this Loan Agreement or as
designated by the Company and applied by the Trustee in accordance with the provisions of the
Indentare. Any prepayment shall be credited against Loan Payments to become due on the spplicable
Note. The Company may also prepay any Note in whole or in part by providing for the payment of all or
any partion of the Bonds in accordance with Articie XI of the Indenture.

ARTICLE V
COVENANTS OF THE COMFPANY

Section 5.1.  Existence. The Company will perform all acts necessary to maintain and
preserve its existence as a corporation, in good standing, under the laws of the State and will not omit to
do anything necessary to that ead, nor will it by omission or commission do anything that will cause a
forfeiture of any substantial part of its Property.

Section 5.2.  Insurance. The Company will at all times keep its insurable Properties insured
(including reasonable co-insurance and self-insurance) to such extent and against such risks, including,
without limitation, hazard insurance, public liability insurance, business interription insurance, worker’s

-} e



compensation and other insurance required by laws, as the Company may in good faith determine (upon
which determination the Authority and the Trustes shall be entitled 1o rely) are customary with
companies of comparable size in the same or similar business. The Company will deliver to the Trustee
certificates of each insurer (or other such evidence as may be satisfactory to the Trustee) indicating the
types and amounts of such insurance. Insurance procesds from Property securing the Bonds will be
applied as provided in the Bond Documents.

Section 5.3. FPayment of Indebtedness. The Company will punctually pay and discharge,
when due {taking into account any ¢ure periods provided for hereunder), or remew or extend, any
Indebtedness heretofore or hereafier incurred by it, and discharge, perform and observe the covenants,
provisions and conditions to be performed, discharged and observed on the part of the Company, in
connection therewith.

Section54. Taxes. The Company will pay and discharge promptly all lawful taxes,
assessments and governmental charges or levies imposed upon it or upon its income or profits, or upon
any of its Property. The Company will not be required to pay any tax, assessment, cherge or levy if the
same shall not at the time be due and payable or can be paid thercafler without penalty or if the vahidity
thereof shall concurrently be contested in good faith by appropriate proceedings and if it shall have set
sside on its books reserves reasonably deemed by it adequate with respect 10 such tax, assessment, charge
or levy or if nonpayment of such item would not have a Material Adverse Effect upon the Company;
provided, that the Company will pay or cause to be paid all such taxes, assessments, charges or levies
forthwith upon the commencement of proceedings to foreclose any lien which attached as security
therefor,

Section 5.5. Flaancia! Statements. The Company will finish or cause to be furnished to
the Authority ax! the Trustee, (a) as soon a5 available but in any event within 120 days after the end of
¢ach Fiscal Year, balance sheets and statements of income and retained eamings of the Company,
reviewod by an Accountant in accordance with generally accepted accounting principles consistently
applied, and (b) such other information concerning the business affairs, properties, financial condition or
operations of the businesses of the Company as the Authornity or the Trustee from time to time may
reasonably request.

Section 5.6. Annual Certificate of Compliance. Concurrently with the fumnishing of the
financial statements pursuant to Section 5.5 ¢corresponding to the end of cach Fiscal Year, the Company
will fumnish or cause to be fimmished, to the Authority, the Trustee 2nd, at its writien request, any
Significant Bondowner, a certificate of compliance signed by the chief financial officer of the Company:
() stating that a review of the activitics of the Company has been made under that officer’s supervision
with 2 view to determining whether the Company has fulfilied all of its obligations under this Agreement
and the other Bond Documents; (b} stating that the Company has fulfitied its obligahons ander such
instnznents and that all representations made herein continue to be true and correct in all material
respects (or specifying the nature of any change), or if the Company is in Default, specifying the Default
and the nature and status thereof; (c) to the extent requested from time to time by Authority, the Trustee
or any Significant Bondowner, specifically affirming compliance in all material respects of the Company
with sny of its covenants under such instruments; and (D) containing or accompaniexd by such financial
or other details, information and material as the Authority, the Trustee or any Significant Bondowner
may reasonzbly request to evidence such compliance. ~

Section5.7. Maintenance. The Company will maintain its existence and its material rights
and franchises and maintain its Properties used in the ordinary course of its business operations (end any
‘Properties leased by or consigned to it or held under nitle retention or conditional sales and contracts) in
good and workable condition, ordinary wear and tear excepted, at all times and make all repairs,
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replacements, additions, betterments and irmprovements to Properties as are needed and proper so that the
business carried on in connection therewith may be conducted properly and efficiently at all times.

Section58.  Further Assurances. The Company will promptly cure or cause the cure of any
defects in the creation and issuance of the Notes and the execution and delivery of the Bond Documents,
including this Loan Agreement. The Company, at its expense, will promptly execute and deliver to the
Authority and the Trustee, upon written request, or cause the execution and delivery of, all such other
and further documents, agreements and instruments in compliance with or sccomplishment of the
covenants and agreements of the Company in the Bond Documents, including this Loan Agreement, or to
further evidence and more fully describe the collateral intended as security for the Note, fo comrect any
omissions in the Bond Documents, to more fully state the security obhigations set out herein or in any of
the Bond Documents, to perfect, protect or preserve any liens or security interests created pursuant to any
of the Bond Documents, or to make any recordings, file any notices or abtain any consents, all as may be
reasonably necessary or appropriate in connection therewith.

Section 5.9.  Right of Inspection. The Company agrees to permit upon reasonable advance
request an examination of the books, records, journals, accounts or other financial records of the
Company and sll physical plant operations and propertics by officers and representatives of the Authority
and the Trustec at reasonable times so long as such examination dees not unreasonably interrupt the
Company’s business operations. .

Section 5.10. Notice of Defanlts. The Company will promptly notify the Authority and the
Trustee in writing when the Company learns of the occurrence of (i) any event which constitutes an
Event of Default or a default under any of the other Bond Documents, together with a detuiled statement
by a responsible officer or designated person of the Company of the steps being taken to cure the effect
of such an Event of Default or default under any of the other Bond Documents; or (ii) any claims made
against the Company which might have a Material Adverse Effect, or any litigation filed affecting the
Company which if decided adversely would have a Metenial Adverse Effect.

Section 5.11.  Sale, Lease or Other Disposition of Property. The Company will not in any
Fiscal Year, sell, lease or otherwise dispose of any Property comprising the Facilities, except transfers of

Property:

(2) to any Person if, prior to the sale, lease or other disposition, there is delivered to
the Trustee an Officer’s Cextificate stating (1) that in the judgment of the signer the Property has
become, or within the next succeeding 24 calendar months is reasonably cxpected to become,
inadequate, obsoicte, worn out, unsuitabie, unprofitable, undesirable or unnecessary, (2) the sale,
Iease or other disposition thereof will not impair the structural soundaess, cfficiency or economic
value of the remaining Property of the Company, and (3) that any procéeds realized from such
sale, lease or other disposition arc to be applied either to acquire or enter into & Capitalized Lease
for additional Property to be used in the operstion of the Facility or deposited in the Debt Service
Fund and used to pay the principal of the Bonds at the earliest permissible date;

()  toany Person in the ordinary course of business;

() to any Person in an anm’s length transaction for value and there i delivered to
the Trustee an Officer’s Certificate stating (1) that the transfer wili not result in an Event of
Default or impair the ability of the Company to meet its obligations under the Notes, this Loan
Agreement or any other Bond Document and (2) that any proceeds realized from the sale, lease
or other disposition are to be applied either to acquire or enter into a Capitalized Lease for
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additional Property to be used in the operation of the Facilities or deposited in the Debt Service
Fund and used to pay the principal of the Bonds on their next principal payment date; or

(d) as part of a merger, consolidation, sale or conveyance permatied by Section 5.12.
Section 5.12. Merger, Consolidation, Sale, or Conveyance.

{a)  The Company will pot merge or consolidate with any other Person or sell or convey,
except as otherwise permitted in this Loan Agreement, all or substantially all of its Property to any other
Person umless:

1) tither the Company will be the surviving Person or the successor or transferce
Person shall be a Person organized and existing under the laws of the United States of America
or & state thereof, and expressly assumes in writing the due and punctual payment of the principal
of and premium, if any, and interest on all Notes according to their tenor, and the due and
punctunal performance and observance of all of the covenants and conditions of this Loan
Agreement by a Supplemental Loan Agreement satisfactory to the Authority and the Trustee,
executed and delivered by the Authority and successor or transferee Person;

(2) the Trustee has reocived sn Officer’s Certificate to the effect that immediately
after the merger, consolidation, sale or conveyance the successor or transferee Person could meet
the conditions described in this Loan Agreement for incurring one dollar of Additional
Indebtedness under Section 6.3(a){1)(A) or (B);

3 if there r¢maing unpaid any Bond which bears interest that is excludable from
grogs income for federal income tax purposcs, the Trustee has received an opinion of Bond
Counsel, in form and substance satisfactory to the Trustee, to the effect that under then existing
law the consummation of the merper, consolidation, sale or conveyance, would not cause the
interest on the Bond to become includable m gross income for federal income tax purposes;

{4) the Trustce has received an Officer’s Centificate which demonstrates and
certifies that inanediately upon such merger, consolidation, sale or conveyance the successor or
transferee Person will not, 25 a result thereof, be in default in the performance or observance of
any covenant or agreement to be performed or observed by it under this Loan Agreement, the
Indenture or any other Bond Decument; and

(63 the Trustee has received an opinion of Counsel to the effect that the sucoessor or
transferee possesses all licenses and permits to operate the Facilitieg,

(b)  Upon any assumption by the successor or transferee Person, the successor or iransferee
Persom shall succeed to and be substituted for its predecessor, with the same effect as if it had been
narned as the Cornpany.

(¢)  Changes in phrascology and form (but not in substance) may be made in any Notes
thereafier to be ssucd as may be appropriate.

{d) The Trustee may rely upon an opinjon of Counsel as conchusive evidence that any
merger, consohdation, sale or conveyance, and any assumption, comnplies with the provisions of this
Section and that it is proper for the Trustee under the provisions of this Section to consent to the
execution of the Supplemental Loan Agreement provided for in this Section,
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Section 5.13. Compliance with Security Docaments. The Company will in all material
respects observe, comply with and perform each and all of its obligations under any and all mortgages,
deeds of trust, security agreements, assignments, other instruments or documents at any time providing
collateral sccurity for the obligations of the Company hereunder.

Section 5.14. Damage, Destraction, Condemnation or Taking.

() If the Facilitics or any portion thereof are damaged or destroyed from fire or other
casualty or condermed or taken for any public or quasi-public use or title thereto is found to be defivient
(2 “casualty or condenation™) and the resulting Net Procesds are $100,000 or less, the Net Proceeds
will be paid direetly to the Company. The Company will, to the extent permstted by law, promptly
replace, repair, recenstruct and restore the Facilities to substantially the same or an improved condition
or utility value as existed prior to the damage or destruction and will to the extent necessary apply the
Net Proceeds of any insurance relating to such damage received by the Compeny to the payment or
reimbursement of the costs of such replacement, repair, reconstruction and restorstion. Aoy remaining
balance not required for said purpose shall be paid to the Trustee for deposit in the Debt Service Fund.
Net Proceeds relating to damage or destruction exceeding $100,000 will be paid directly to the Trustee.

(b)  If the Facilitics or any portion thereof are damaged or destroyed by fire or other casuvalty
and the damage or destruction is estimated to exceed $100,000, the Company agrees to promptly notify
the Authority and the Trustee of such cvent and the Company shall, within 90 days sfter such damage or
destruction, elect, one of the following two options by written notice of such election w the Trustee:

(1)  Repeoir, Restoration and Improvement. ‘The Company may elect to use all or part
of such Net Proceeds to replace, repair, veconstruct and restore the damaged fucilities or improve
the Facilities. In such event the Company shall proceed forthwith to replace, repair, reconstruct
and restore the damaged facilities to substantially the same condition or utility value as existed
prior to the casualty or condemmation andd will apply the Net Proceeds of any insurance relating
to such damage or destruction received by the Company from the Trustee to the payment or
reimbursement of the costs of such replacement, repair, reconstruction and restoration. If the
Company is not in default hereunder, any Net Proceeds of insurance relating to such damage or
destruction reccived by the Trustee shall be deposited in a separate account to be established by
the Trustee and released from time to time by the Trustee to the Company upon the receipt of:

{(A)  the Written Request of the Company specifying the expenditures made
or to be made or the indebtedness incurred in connection with such repair, reconstruction
and restoration and stating that such Net Proceeds, together with any other moneys
legally available for such purposes, will be sufficient to complete such replacement,
repair, reconstruction and restoration; and

(B} the written approval of the Written Request by sn Engineer.

(2)  Prepayment of Bonds. The Company may clect to have all or part of the Net
Proceeds payable a5 a result of casualty or condemnation applied to the redemption of the Bonds,
any Additional Bonds or any Additional Obligations if the Company provides the Authority and
the Trustee with 2 written opinion of an Engineer stating that the Property destroyed or
condemned was not essential to the use of the Facilities as a complete and operational facility
and that the Company’s Net Revenues Available for Debt Service will not be materially
adversely affected by such casualty or condemmmation. If all Outstanding Indebtedness is to be
redeemed and paid, no opinion is required and the Company, in its notice of election to the
Trustee, will direct the Trustee to apply the Net Proceeds or a specified portion thereof to the
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redemption of the Bonds in whole. If only part of the Net Proceeds is applied to the redemption
of the Bonds, then the remmining Net Proceeds shall be applied as provided under (1) above.

{c} If the Company elects the option under (1) above or is unable to obtain the opinion
required by the option under (2) above, the Company will compiete the replacement, .repair,
reconstruction, restoration and improvement of the Facilities, whether or not the Net Proceeds receyved
by the Company for such pwrposes are sufficient. Upon completion of the replacement, repair,
reconstruction and restoration, any excess Net Proceeds shali be deposited by the Trustee in the Debt
Service Fund. If the Company ¢lects to use only part of the.Net Proceeds for replacement, repair,
reconstruction and restoration of the Facilities, the remaining Net Proceeds will be applied to the
rederaption of the Bonds and in such event the Company, i its notice of election to the Trustee, wall
direct the Trustee to deposit the remaining Net proceeds in the Debt Service Fund.

{d) The Company will apply Net Proceeds solely to the purposes specified in its notice of
election. The Authority and the Trustee shall cooperate with the Company in the handiing and conduct
of any prospective or pending condermmation proceedings with respect to the Facilities or any part
thereof.

Section 5.15. Additional Covenants.
(a) Rate Covenant:

{1}  The Company will, prior to the close of each Fiscal Year, set rates and charges
for the Facilities such that the Net Revenues Availsble for Debt Service will not be less than the
sum of 125% of the Maximum Annual Debt Service on the Series 1999 Note, Additional Notes
and Additional Oblipations. If the Net Revenucs Available for Debt Service, as calculated at the
end of any Fiscal Year, is less than the rate covenant requirernent, the Company will retain a
Consultant to make recommendations te increase the anoual Debt Serviee coversge for
subsequent Fiscal Years to at least the rate covenant requirement. The Company will foliow the
recommendations of the Consultant  If the Company retains a Consultant and follows the
Consultant’s recommendations, and so long as the Net Revenues Available for Debt Service iz in
no event less than 110% of Maximizm Annual Debt Service with respect to the Series 1999 Note,
Additional Notes and -Additionel Obligations, the Company will be deemed in compliance with
this subscction (a) for the Fiscal Year even if the Maxiraum Annual Debt Service coverage is
below the rate covenant requirement. A copy of the Consultant’s report will be delivered, at the
expense of the Company, to the Original Purchaser, the Authority, the Trustee, and if requested
in writing, any Significant Bondowner.

{2) The Company will not furnish or permit 1o be fimmished by or from the Project or
the Facilities any free water or other free service of any kind. The Company will levy charges
for aii water service of any kind fumnished at the rates at the time established therefor by the

Company.

()  Resirictions on Dividends: Commencing with the close of Fiscal Year 1998, the
Company will not declare any dividends, either cash or otherwise, on any common or preferred stock or
repurchase gr otherwise acquire any of the outstanding stock of the Company or authorize eny new types,
varieties or classes of capital stock, either preferred or common, voting or non-voting, or any bonds or
debentures, subordinated or otherwise, or make any distribution of asssts 40 its sharcholders or creditors
as such, in excess of $17,548 annually unless the overall capital structure of the Company includes an
equity ratio equal to or greater than 35%. The Company agrees that dividends will not exceed 70% of
pet income in any year during the time any of the Bonds are Outstanding.
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{c}  Management: WNeal Clevenger will remain at all times effectively engaged in the
management of the Company and perform doties substantially simifar to those presently performed by
him, whether in his present capacities, by management contract or otherwise; provided, however, that he
may be succeeded by a person reasonably acceptable to the Authority and the Trustee (in making such
determination the Authority and the Trustee shall be entitled to rely upon a report of a consultant familiar
with the business of the Company, such report to be provided to the Authority and the Trustes by the
Company) if such successor is approved within 90 days after Mr. Clevenger ceases to be 50 involved in
the menagemnent of the Company.

(d) Restrictions on Transfer or Sale of Stock: The current shareholders of the Company will
not sell, pledge, encumber or otherwise dispase of any shares of the stock (or axy options or warrants to
purchase stock or other securities exchangeable for or convertible into stock) of the Company without the
consent of a majority in aggregate principal amount of the Bonds Outstanding; provided that nothing
herein shall preciude the transfer of any or all shares of stock by gift to or for the benefit of the said
sharcholders, spouses of the shareholders, or other individuals within the third degree of consanguity of
said shareholders and provided further that nothing herem shall preclude the pledge of any shares of
stock as security for the payment of the Series 1999 Note, Additional Notes and Additional Obligations;
and provided, that, as long as Neal Clevenger has voting power of more than 50% of the voting stock of
the Company, nothing herein shall preclude the transfer of any or all shares of stock among individuals
within the thind degree of consanguinity to Mr. Clevenger.

(¢) Transactions with Affiliates: The Company will not enter into any transaction with any
Affiliate except in the ordinary course of business.

(f)  Loans and Advances: The Company shall make no loans or advances (excluding trade
receivables in the ordipary course of business) to shareholders, Affiliates.or parties related to
shareholders, if the aggregate amount of said loans or advances would exceed $500,000 at any one fime.

{2) Liens: The Company will not enter into any binding agreement to, incur, create or
permit to exist any pledge, lien, charge or other encumbrance of any nature whatsoever on the Property of
the Coropany, whether now owned or hereafier acquired, other than the Bond Documents. The Company
may, however, after giving written notice to the Authority and the Trustee, at its expense and in its own
name and behalf contest in good faith any such lien or encurbrance and in such event may permit the
items s0 contested to remain undischarged and unsatisfied during the period of such contest and any
appeal therefrom unless, in the reasonable opinion of the Authority, such action may result in the lien of
any of the Bond Documents being subject to loss or forfeiture or loss of priority, in which event such lien
or encumbrance shall be promptly satisfied or seoured by posting with the Trustee or an appropriate court
of record a bond in form and amount satisfactory to the Authority.

Section 5.16. Notices. The Company will notify the Authority and the Trustee in writing of
any of the following inmnediately upon leaming of the occurrence thereof, describing the seme and, if
applicable, the steps being taken by the Person(s) affected with respect thereto:

()  Pension Plans and Welfare Plans: the occurrence of a reportable event with
respect to any Pension Plan; the filing of a Notice of mtent to terminate a Pension Plan by the
Conmpany, any ERISA Affiliate, or any other obligor, the institution of proceedings to terminate a
Pension Plan by the PBGC or any other Person to terminate any Pension Plan; the withdrawal in
8 “complete withdrawal” or 8 “partial withdrawal” as defined in Sections 4203 and 4205 of
ERISA, respectively, by the Company or any ERISA Affiliate from any Multiemployer Plan; or
the Company or any Subsidiary incur any material increase in contingent lisbility with respect to
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any “employse welfare benefit plan” as defined in Section 3(1) of ERISA which covers retired
employees and their beneficiaries; and

(b)  Environmental and Sofety and Health Matters: receipt of any notice that the
operations of the Company or any Subsichary are not in full compliance with requirements of any
applicable Environmental Law or any occupational safety and health Jaw; receipt of nofice that
the Company or any Subsidiary is subject to federal, state or local investigation evaluating
whether any remedial action is needed to respond to (i) any spillage, disposal or release into the
environment of any Hazardous Material or other hazardous, toxic or dangerous waste, substance
or constituent, or other substance, or (ii) any unsafe or unhealthful condition at any premises of
the Company or any subsidiary; or receipt of notice thet any properties or assets of the Company
or any Subsidiary are subject to an Environmenta! Lien. “Environmental Lien” means a Lien in
favor of any governmental entity for (i) any liability under any Environmental Law, or (2)
damages arising from or costs incurred by such governmental entity in response to a spillage,
disposal or release into the environment of any Hazardous Material or other hazardous, toxic or
dangerous waste, substance or constituent, or other substance.

Section §,17. Pension Plans. The Company will not permit, and not pernmt any Subsidiary to
permit, any condition to exist in connection with any Pension Plan which might constitute grounds for
the PBGC to institute proceedings to have the Pension Plan termunated or a trustee appointed to
administer such Pension Plan, and not engage in, or permit to exist or ocour, O permit any of its
Subsidianies to engage in, or permit o exist or ocour, any other condition, event or transaction with
respect to any Pension Plan which could result in the Company or any of its Subsidiaries incwring any
maierial lability, fine or penalty.

Section 5.18. Environmental and Safety and Health Indemwity. The Company indemnifies
the Authority and the Trustee, and their respective members, directors, officers, employees and agents
and agrees to hold them harmiess from and against any and all losses, liabilities, damages, injuries, costs,
expenses and claims of eny and every kind whatsoever (including, without limitation, court costs and
attomey’s fees) which at any time or from time to tme may be paid, incurred or suffered by, or asserted
against, the Authority and the Trustee, and their respective members, directors, officers, employees and
agents, for, with respect to, ar as a direot or inditeot result of the violation by the Cormpany or any of its
Subsidiaries, of any Environmental Law or occupational safety and health law; or with respect to, oras a
direct or mdirect result of (i) the presence on or under, or the escape, seepage, leakage, spillage, disposal,
discharge, emission or release from, properties utilized by the Company or any Subsidiary in the conduct
of its business into or upon any land, the atmosphere, or any watercourse, body of water or wetland, of
any Hazardous Material or other hazardous, foxic or dangerous waste, substance or constituent, or other
substance (including, without limitation, any losses, liabilitics, damages, injuries, costs, expenses or
¢laims asserted or arising under the Environmental Laws) or {if) the existence of any unsafe or
unhealthful condition on or at any premises utilized by the Company or any Subsidiary in the conduct of
its business. The provisions of and undertakings and indenmification set out in this Section will survive
satisfaction and payment of the Indebtedness and termination of this Apreement. The Company,
however, will not be lisble for any such losses, Yabilities, damages, injuries, costs, expenses or claims if
they occur after the Company is no longer the owner or operator of the affected property or after peyment
in full of the Bonds and texmination of this Agreement.

Section 5.19. General Indemuity. In addition to the payment of expenses pursuant to Section
4.2(b) and (¢), the Company will pay and indemnify and save the Authority and the Trustse, and their
respective members, directors, officers, employees and agents harmless, from and against all loss,
liability, damage or expense erising out of any and all claims, demands, expenses, penalties, fines, taxes

of any character or nature whatsoever regardless of by whom imposed, and losses of every conceivable
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kind, character and nature whatsoever including, but not limited to, claims for loss or damage to any
property or injury to or death of any person, asserted by or on bebalf of any person, firm, corporation or
governmental authority arising out of, or in any way connected with the Facilities, or the conditions,
occupancy, use, possession, conduct or management of, or any work done i or about the Facilities, The
Company also covenants and agrees at its expense to pay, and to indermify and save the Authority and
the Trustee and their respective members, directors, officers, employees and agents harmless of, from and
against, all costs, reasonable counsel fees, expenses and Habilities incurred by them or by the Company
in any action or proceeding brought by reason of any such claim, demand, expense, penalty, fine or tax,
In the cvent that any action or proceeding 15 brought against the Authority or the Trustee or their
respective members, directors, officers, employees or agents by reason of any such claim or demand, the
Company, upon netice from the Authority or the Trustee, covenants to resist and defend such action or
proceeding on demnand of the Authority or the Trustee or their respective members, direstors, officers,
employees or agents. Notwithstanding the foregoing, neither the Authority nor the Trustee nor their
respective members, directors, officers, employees and agents shall be indemmified against Lability for
damage arising out of bodily injury to persons or damage to property caused by their own negligent,
willful end malicious scts or omissions or negligent, willfial and malicious acts or omissions of their own
members, directors, officers, agents or employees. The Company also covenants snd agrees, at its
expense, to pay, and to indermmify the Authority and the Trustee from and against, all costs, expenses and
charges, including reasonable counsel] fees, mcurred in obtaining possession of the Facilities after default
of the Company, or in enforcing any covenant or agreement of the Company contained in sny Note, this
Loan Agreement, the Indeniture or sy other Bond Document to which the Company is a party.

Sectlon 5.20. No Amendment to Agreement. The Company covenants and agrees that it will
not amend or modify, in any muterial respect, or terminate the Water Purchase Agreement dated June 30,
1991 between the Company and the City of Kansas City, Missouri without the prier written consent of
the Authority and the Trustee,

Section 5.21. Continuing Disclosure. The Company will comply with and carry out all of the
provisions of the Continming Disclosure Agreement. The Company acknowledges that the Company is
the only “oblipated person” with responsibility for continuing disclosure and that the Authority has
undertaken no respansibility with respect to any reports, notices or disclosures provided or required
under the Continuing Disclosure Agreement and has no hiability to any person with respect to the Rule
(as defined in the Continuing Disclosure Agreement),

Bection522. Year 2000 Compliance. The Company and its Subsidiarics have (a) undertaken
& detailed inventory, review and assessment of all areas within their business and operstions that could be
adversely affected by the failure of the Company or any Subsidiary o be Year 2000 Compliant on a
timely basis, {(b) developed a detailed plan and timeline for becoming Year 2000 Compliant on a timely
basis and (c) to date, implemented the plan in accordance with such timetable in all material respects,
The Company reasonably anticipates that the Company and its Subsidiaries will be Year 2000 Compliant
on a timely basis, except to the extent noncomplisnce could not reasonably be expected to have o
material adverse effect on the Facilities or other assets, lisbilities, business, operations, prospects, income
arwndiﬁoﬁ(ﬁ&ndﬂmm)of&e&mmdiumm The Company is not aware
that any of the key suppliers, vendors or customers of the Company or any Subsidiary will not, on a
timely basis, be Year 2000 Cormpliant, except to the extent noncompliance could not reasonsbly be
expected to have a material adverse effect on the Facilities or other assets, liabilities, business,
operations, prospects, ncome or condition (financial or otherwise) of that Person. For purposes of this
Section, “key suppliers, vendors and customers™ refers to those suppliers, vendors and customers of the
Company or any Subsidiary, as the case may be, whose business failure could reasonably be expected to
have a Material Adverse Effect on the Facilities or other assets, liabilities, busipess, operations,
prospects, income or condition (financial or otherwise) of the Company and its Subsidiaries.
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() an Officer’s Certificate that the ratio of Net Revenues Available
for Debt Service for the most recently ended Fiscal Year was not less than 1.25
of all Qutstanding Long-Term Indebtedness (exclusive of any Qutstanding Long-
Term Indebtedness that is to be refunded or redeemed with proceeds of the
indebtedness proposed to be incurred) and the Long-Term Indebtedness
proposed to be incurred; or

(i) an Accouniant’s Certificate to the effect that for the most
recently ended Fiscal Year the Debt Service Coverage Ratio of the Company was
not less than 1.25 and a report or opinion by a Consultant to the effect that the
estimated annual Debt Service Coverage Ratie for cach of the first two full
Fiscal Years following the estimated completion of the acquisition, construction,
renovation or replacement being paid for with the procesds of the sdditonal
Long-Term Indebtedness, or immediately after Long-Term Indebtedness for
other purposes is incurred, will be not less than 1.35 after the application of the

proceeds thereof;

(2)  Refunding Indebtedness, if the maxinmum annual principal and interest payments
will not increase by more than 10% or the conditions for Long-Term Indebtedness set forth in
Section 6.3(a) have been met;

(3) Short-Term Indebtedness if immediately afier the Short-Term Indebtedness is
incurred, the principal amount of all Outstanding Short-Term Indebtedness does not exceed 15%
of the Total Operating Revenues of the Company as shown on the financial statemwents of the
Corpany for the most recent Fiscal Year; provided, however, for a period of at least 20
consecutive days within each Fiscal Year, the Company shall reduce the aggregate principal
amount of all outstanding Short-Term Indebtedness to 5% or less of its Total Operating
Revenues for the immediately preceding Fiscal Year, and if the Company fails to meet such
requirement such Indebtedness shall be considered Long.Term Indebtedness of the Company
subject to the requirements of subsection (a);

4) Short-Term Indebtedness if such Short-Term Indebtedness could be incimred
under Section 6.3{a) agsuming it was Long-Term Indebtedness.

{5) Commitroent Indebtedness;

{6} linbilities incurred pursuant to reimbursement agreements relating to letters or
lines of credit or similar credit facilities used to secure Indebtedness (or provide hiquidity support
therefor);

¢ liabilities (other than for borrowed money or rents payable umder Capital Leases)
incuwrred by the Company in the regular operations of its business;

(8) Subordinated Indebiedness;

)] Non-Recourse Indebtedness, if the principal amount of such Non-Recourse

Indebtedness to be incurred, topether with the then outstanding Non-Recourse Indebtedness
incurred pursuant to this Section, does not exceed 15% of the Book Value of the Compeny's

Property, Plant and Equipment;



{10)  Guarantics if the requirements for Long Term or Short Term Indebtedness, as
appropriate, arc met;

{11)  Capitalized Leases if Capitalized Leases could be incurred under Section 63(a)
assuming the Capitalized Leases were Long-Term Indebtedness; and

{12) Purchase Money Indebtedness if the aggregate principal amount duc on alt
Purchase Mon¢y Indebtedness then Outstanding, including the additional Purchase Money
Indebtedness, will not be greater than 15% of the Revenues of the Company as shown on the
financial statements of the Company for the most recent Fiscal Year for which financial
statements are available and reviewed by an Accoumtant.

(b}  Indebicdness may be classified and incurred under any of the abovescferenced
subsections with respect to which the tests set forth in such subsections are met. The Company may elect
to have Indebtedness that was classified and issued pursuant to one provision of this Section, reclassified
as having been incurred under another provisron of this Section, by demonstrating compliance with the
other provision assumning the Indebledness is being reissued on the date of delivery of the maierials
required to be delivered under such other provision. Thereafter the Indebtedness shall be deemed to have
been incwred under the provision with respect to which such compliance has been demonstrated until
any subsequent reclassification of such Indebtedness. .

{© The Compsny, prior to, or as soon as reasonably practicable after, incurring any
Indebtedness, will deliver to the Trustee an Officer’s Certificate which identifies the Indebtedness
mmmmﬁ&them%mnmofﬂmmgmmmwm:hﬂwmmmm
demonstrates compliance with the provisions of the applicable subsection and attaches a copy of the
instrument evidencing the Indebiedness.

Section 6.4.  Calcalation of Debt Service.

(a) Guaranties. When caleulating the principal and the Debt Service Requirements
attributable to a Guaranty that is deemed to be Indebtedness of the Company:

{)] the principal amount of Indebtedness is deemed 1o equal the principal amount of
the obligation guaranteed by the Company; and

) the Debt Service on such Indebtedness is deemed to be:

{A) 0% of the debt service requirements (calcalated in the same manner as
Debt Service of the Company) or the gusranteed obligation, if the Company has not been
called upon to make 2 payment under Guaranty within the 12 months immediately
preceding the date of the calculation, if the primary obligor’s income available for debt
service (calculated in the same manner as Net Revenues Availsble for Debt Service of
the Company) for the period of calculation was or is projected or forecasted to be at Jeast
tqual to 200% of the maximum annual debt service requirements of the primary obligor
(calculated in the same manner as Maximum Annual Debt Service of the Company).

(B)  20% of the debt service requirements {calculated in the same mammer as
Debt Sexvice of the Company) on the guaranteed obligation, if the Company has not been
called upon to make a payment under Guaranty within the 12 months immediately
preceding the date of the calculation, and the primary obligor's income available for debt
service {calculated in the same manmer as Net Revenues Available for Debt Service of
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the Company) for the period of calculation was or is projected or forecasted to be at least
equal to 125% (but less than 200%) of the maximum annual debt service requrements of
the prirnary obligor (calculated in the same manner as Maximum Annual Debt Service of

the Company); or

{C) 100% of the debt service requirements {calculated in the same manner as
Debt Service) on the guaranteed obligation, if either (i) the Company has made any
payment in respect of the debt service requirements on the guaranteed obligation within
the 12 months immediately preceding the date of the calculation, or (ii} the income
available for debt service (calculated in the same manner as Net Revenues Available for
Debt Service of the Company) of the primary obligor for the period of calculation was or
is projected or forecasied to be less than 125% of the maxirmum annual debt service
requirements of the primary obligor (calculated in the same manner as Maximum Annusl

Debst Service of the Company);

()  Long-Term Indebtedness Supported By Commitment Indebtedness. The Debt Service on
Long-Term Indebtedness, with respect to which the Company has incurred Commitment Indebtedness
that would refinance Long-Term Indebtedness for a period extending beyond its original maturity date,
may, m the discretion of the Company, be deemed to be payable in accordance with the terms of the
Cm:ﬁmtindebtﬁdn}_m‘

(¢)  Fariable Rate Indebtedness. In determining the Debt Service on any Indebtedness which
provides for interest to be payable thercon at a rate that may vary from time to time over the term thereof
in accordance with procedures provided in the instrument creating the Indebiedness and which for any
future period of titne is not susceptible of precise determination, (a) the interest rate on the Indebtedness
for any period prior to the date of calculation or for which the interest rate has been determined shall be
the actual interest rate payable during such period, and (b) for each year in which such Indebtedness is
Outstanding and for which the actual interest rate camnot be determined, the mterest rate on such
Indebtedness for the period of determination shall be deemed 10 be the higher of the average annual rate
of interest paysble on such Indebtedness during the 12 months fmimediately preceding the date of
caleulation or the current rate, or if such Indebtedness is to be incurred (or wes incurred less than 12
manths preceding such date), Gwh;gmofﬂwm:ﬁalmmwﬂ:camgemsalmteofmmmynbk
on the Indebtedness during such period immediately preceding the date of calculation.,

ARTICLE VII
TERM AND TERMINATION OF LOAN AGREEMENT

Section 7.1, Term of Loan Agreement. This Loan Agreement will be effective concurrently
with the initial delivery of the Series 1999 Bonds and shall continue in force snd effect until the principal
of, redenption premium, if any, and intrrest on the Bonds have been fully paid (or provision for their
payment has been made in accordance with Article XTI of the Indenture) together with all sums to which
the Authority and the Trustee are entitled from the Company under this Loan Agreement and the Notes.

Section 7.2.  Defeasance.

(a)  If the Company pays and discharges or provides for the payment or redemption and
discharge of the all principal of, redemption premium, if any and interest on the Notes and Bonds at the
time Outstanding as provided in the Indenture, and pays or causes to be paid all rebate amounts required
under Section 148(f) of the Code and all other sums paysble under this Agreement, or makes
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atrangements satisfactory t0 the Trustee and the Authority for payment or redemption and discharge, then
and in that case all property, rights and interest assigned or pledged by the Company will revert to the
Company, and the right, title and interest of the Authority therein will then cease, termnate and become
void; and this Loan Agreement, and the covenants of the Company contained in this Loan Agreement,
will be discharged. The Authority, in such case on demand of the Company and at the cost and expense
of the Company, will execute and deliver to the Company a proper instrument or proper instruments
acknowledging the satisfaction and termination of this Loan Agreement, and will assign and transfer or
cause to be assigned or trensferred, and will deliver or causc to be delivered to the Company, all
property, including money, then held by the Authority other than moneys deposited with the Trustee for
the payment of the principal of, redemption premium, if any or inferest on the Notes and Bonds together
with the Notes marked paid or cancelled.

{b) If the Company pays snd discharges or provides for the payment or redemption and
discharge of the whole amount of the principal of, redemption premium, if any, and interest on any
particular Note and Series of Bonds at the tme outstanding as provided in the Indenture, or makes
arrangements satisfactory to the Authority for such payment or redemption and discharge, that Note and
Series of Bonds will cease to be entitled to any lien, benefit or security under this Loan Agreement or any
other Bond Document, and all covenants, agreements and obligations of the Compeany to the owner of
such Note will then cease, terminate and become vord (provided that the rights of the Authorty and the
Trustee to indemuificatiorn: shall survive such termination). The Authority then will deliver or cause the
Trustec to deliver 10 the Company that Mote marked paid or cancelled.

ARTICLE VIII
DEFAULT AND REMEDIES

Section8.1. Events of Default. The occurrence and continuance of any of the following
eveats constitutes an “Event of Default” under this Loss Agrecment:

(a) the Company fails to mske or causc to be made, when due, any payment on the
Series 1999 Note, any Additional Note or any Additional Obligation;

(&) the Company feils to perform or observe any other covenant or provision
corntained in any of the Bond Documents and fails o remedy such default within 30 days afier
written notice thereof or, in the case of any such deéfault which, in the opinion of the Authority or
the Trustee, cannot with due diligence be cured within such 30 day period, failure of the
Company to proceed prompily to cure the seme and thereafter prosecute the curing of the same
with due diligence;

{©) the occurrence of any “default” as defined in any of the Bond Documents or the

breach of any of the terms or provisions of any of the Bond Documents, which default is
continuing beyond mny applicable cure period;

(d)  the occurrence of a Determination of Taxability;

{c) uny material warranty or representation by or on behalf of the Company
contained in this Loan Agrecment or in any of the Bond Documents or in any certificate or other
instrument fzrnished to the Authority, the Trustes or the Original Porchaser in connection with
this Loan Agreement or with any of other Bond Documents is false in asy material respect when
made;
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163 the occurrence of an Act of Insolvency with respect to the Company;

(g}  any Bond Document ceases to be in full force and effect or is be declared to be
null and void st any time for any reason;

() 2 final judgment for the payment of money m excess of $50,000 is rendered
against the Company and remains undischarged for a peniod of 30 days during which execution is
not effectively stayed;

@) the occurrence of a reportable event with respect to any Pension Plan; the filing
of a notice of intent to terminatc a Pension Plan by the Company or any ERISA Affiliate which
termination would have a Material Adverse Effect upon such obligor, the institution of
proceedings to ferminate a Pension Plan by the PBGC or any successor thereto to terminate any
Pension Plan; the withdrawal in a “complete withdrawal” or a “partial withdrawal” as defined in
Sections 4203 and 4205, respectively, by the Company or any ERISA Affiliate frorn any
Muldemployer Plan; or the Company or any Subsidiary incurs any material increase in the
contingent liability of the Company or any Subsidiary with respect to any “employee welfare
benefit plan™ (as defined in Section 3(1) of ERISA) which covers retired employees and their
beneficiaries; or

(i the institution by the Company or any ERISA Affiliate of steps to termunate any
Pension Plan if, in order to effectuate such termination, such obligor or any ERISA Affiliate
would be required to make a contribution to such Pension Plan or would incur a liability or
obligation to such Pension Plan, in excess of $250,000; or the institution by the PBGC of steps to
terminste ary Pension Plan.

Section 8.2. Remedies Upon Defanit.

(a) Upon the ocourrence and continuance of any Event of Default hereunder, the Authority
shall have the following rights and remedies, in addition to any other remedies herein or by law provided:

{1 Acceleration of Maturity; Waiver of Event of Defaudt and Rescission of
Acceleration, The Trustee, as assignee of the Authority may, by written notice to the Company,
declare the principal of the Series 1999 Note, any Additional Notes and, if deemed appropriste,
any Additional Obligations (if not then due and paysble) to be due and paysble immediately, and
upon any such declaration the principal of the Series 1999 Note, Additional Note or Additional
Obligation, as the case may be, shall become and be immediately due and payable as if all of the
sums of money paysble thereunder were originally stipulated to be paid on such accelerated
payment date, anything in the Series 1999 Note, Additional Note or Additional Obligation, as the
case may be, or in this Loan Agrocement contained to the confrary notwithstanding. This
provision, however, is subject to the condition that if, at any time after the principal of the Series
1999 Note, Additional Note or Additional Obligation has been declared and become due and
paysble and prior fo the datc of oy sale of any part of the Morigaged Property pursuant to the
Mortgage, all arrears of interest and principal then due, if any, upon the Series 1999 Note,
Additional Notes and Additional Obligations and the expenses of the Authority and the Trustse
shall be paid by the Company, and every other default in the observance or performance of any
covenant, condition or agreement contsined in this Loan Agreement, any Supplemental
Agreement, the Series 1999 Note, any Additions! Note, any Additional Obligation and the
Mortgage shall be made good, or be secured, to the satisfaction of the Trustee, or provision
deemed by the Trustee to be adequate shall be made therefor, then and in every such case the
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Trustee, by written notice to the Company, may waive the Event of Default by reason of which
the principal of the Series 1999 Note, Additional Note or Additional Obligation has been so
declared and become due and payable, and may rescind and annul such declaration and its
consequences. No waiver, rescission or annulment wall extend to or affect any subsequent Event
of Default or impair any right consequent thereon.

{2) Right to Bring Suit, Etfc. The Trustee, with or without entry, personally or by
attorney, may in its discretion without notice or demand (A) proceed to protect and enforce its
rights by & suit or suits in equity or at law, whether for damages or for the specific performance
of any covenant or agreement contained in the Series 1999 Note, any Additional Note, any
Additional Obligation, the Mortgage, this Loan Agreement or any other Bond Document, or in
aid of the execution of any power herein ar therein granted, or for any foreclosure, or for the
enforcement of any other sppropriate legal or equitable remedy, as the Trustee shall deem
effectual to protect and enforce any of its rights or duties hereunder or thersunder, (B) take all
actions necessary or appropriate to cavse the Mortgage Trustee to exercise the rights and powers
set forth in the Mortgage, or (C} avail itself of all other rights or remedies available to it.

{3}  Right to Enter, The Trustee may enter and take possession of the Project or any
part thereof without termination of this Loan Agreement and use its best efforts to lease the
Project 2s provided in the Morigage.

) If the Trustee or the Mortgage Trustee exercises any of iz rights under this Article, it
will give notice of such exercise to the Company and the Authority (i) 1 writing in the mamnner provided
in Section 10.4 and (ii} by ielephone or telegram, provided that failure to give notice by telephone or
telegram will not affect the validity of the exercise of any right or remedy under this Article.

{c) If the Trustee elects to re-lease the Project or any part thereof under the provisions of the
Mortgage, it may collect the rents from such re-lease and apply the same, first, to the payment of the
expense of entry end leasmg, and, second, to the Loan Payments payable hereunder, If the proceeds from
the ro-lease are not sufficient to pay in full the foregoing, the Company will remain and be liable
therefor. The Company promises and agrees to pay the amount of any such deficiency from time to time,
and the Trustee may at any time and from time to time sue and recover judgment for any such deficiency
or deficiencies.

Section83.  Amthority May Enforce Demand.

(@) If the Company fails to pay the principal and inmterest and other amounts payable
hereumder upon demmnd, the Authority, in its own name, shall be entitled and cmpowered to institute
such actions or proceedings at law or in equity for the collection of the amounts so due and unpaid, and
may prosecute any such action or. proceedings to judgment or final decree, and may enforce any such
judgment or final decree against the Company and collect the moneys adjudged or decreed to be payable
out of the property of the Company wherever situated, in the manner provided by law.

(b} K penmitied by law, the Authority is entitled to recover judgment as aforesaid either
before or after or dwing the pendency of any proceedings for the enforcement of the lien of the
Mortgage; and the right of the Authority to recover such jadgrent shall not be affected by any sale
hereunder or by the exercise of any other right, power or remedy for the enforcement of the provisions of
the Mortgage or the foreclosure of the licn thereof; and in casc of a sale of the Mortgaged Property and of
the epplication of the proceeds of sale, as provided in the Mortgage to the payment of the debt hereby
incurred, the Authority shall be entitled to enforce payment of and to reccive all amounts then remaining
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due and unpaid hereunder, and shall be entitled to recover judgment for any portion of the debt remaining
umpaid, with interest at the greater of the Pnme Rate or the Maximum Interest Rate.

{c) No recovery of any judgment by the Authority and no levy of any exccution under any
judgment upon the Mortgaged Property or upoh any other property, shall affect the lien of the Morigage
or of this Loan Agreement or any lien, rights, powers (including but not limited to the power of salc) or
remedies of the Authority hereunder, but such lien, rights, powers or remedies of the Authority shall
continue unimpaired 55 before.

(d)  Any moneys thus collected by the Authority under this Section shall be applied by the
Authority as provided in Section 14 of the Mortgage for the application of monieys collected from the
sale or other disposition of the Mortpaged Property, as defined therein.

Section 4. Appointment of Receiver. The Company further covenants that upon the
happening of any Event of Default and thereafier during the continuance of such Event of Default unless
the same shall have been waived as hereinbefore provided, the Trustee shall be entitled ¢ a matter of
right if it shall so elecy, (i) forthwith and without declaring the principgl of the Notes to be due and
payable, or (ii} after declaring the same to be due and payable, or (iti) upon the commencement of any
foreclosure of the Mortgage or action tv enforce the specific performance thereof or I aid thereof or
upon the commencement of any other proceedings, judicial or otherwise, io enforce any right of the
Trustee 1o institute such actions or proceedings af law or in equity for the appointment of a receiver or
recervers of the Mortgaged Property end all the earnings, revenues, rents, issues, profits and income
thereof, with such powers as the court making such appointment shall confer.

Section 8.5. Remedies Cumolative. No remedy conferred upon or reserved to the Trstee in
this Loan Agreement, the Serics 1999 Note, the Mortgage or any other document or instrument is
intended to be exclusive of any othier remedy or remedies, snd each and every such romedy shall be
camulative, and shall be in addition to ¢very other remedy given hercunder or now or hereafter existing
at law or in equity or by statute, No delay or omission of the Trustee to exercise any right or power
accraing upon any Event of Default shall impair any such right or power, or shall be construed to be a
waiver of any such Event of Default or an acquicscence thercin; and every power and remedy given by
this Loan Agreement to the Trustee may be exercised from time to time and as often as may be deemed

expedient by the Trustee,

Section 8.6. Uniform Cominercial Code, Righis of 2 Secured Creditor. During the
continuance of any default hereunder or under the Indenture or any other document or instrument
evidencing, securing or othérwise relating to the Series 1999 Note, the Notes or any Additional
Obligations, the Authority has all the rights of and remedies with regard to the Unpestricted Receivables
and Revenues available 1o a secured creditor under the Missouri Uniform Commercial Code.

Section 8.7.  Whailver of Exteaslon, Stay Laws. To the extent permitted by lew, the Company
will not during the contmuance of any event of defenlt hereunder insist upon, or plead, or in any manner
whatever claim or take any benefit or advantage of any stay or extension law wherever enacted, now or at
any time hereafler in force, which may affect the covenants and terms of performance of this Loan
Agreement; and the Cormpany bereby expressly waives all benefits or advantage of any such law or laws
and covenants pot to hinder, delay or impede the execution of any power herein granted or delegated to
the Authority, but to suffer and permit the execution of every power as though no such law or laws had
been made or enacted.

Section8.8.  Authority’s Right to Perform Company’s Covenants. In the event the
Company fails to (a) pay any tax, charge, assessment or imposition pursnant hereto, (b) remove any hen,
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encumbrance or charge pursuant hereto, {¢c) maintain the Facilities in repair pursuant to this Loan
Agreement, (d) procure the insurance required hereby or pay any insurance premium with respect thereto,
() pay any amount required to be rebated to the United States of America pursuant to the requirements
of Section [48(f) of the Code and the Tax Compliance Agreement when due, or (f} make any other
payment or perform any other act required to be performed hereunder, then and in each such case the
Authority or the Trustee may (but shall not be obligated to) remedy such default for the account of the
Company and make advances for that purpose. No performance or advance will release the Company
from any default or prejudice any rights of the Trustee or the Bondowners arising under any of the Bond
Documents in consequence of such failure. Any sums so advanced by the Authority or the Trustee will
bear interest at the Prime Rate plus 2% from the date of the advance unti! repaid. The Authority or the
Trustec has the right to enter the Facility or any portion thereof in order to effectuate the purposes of this
Section.

Section 8.9.  Right of Entry by Autherity. The duly authorized agents of the Authority shall

‘have the tight at all reasonable times to enter the Facilities, or any paris thereof, for the purpose of

inspecting the Facilitics to insure compliance with Section 5.7 and the Act.

Section 8.10. Application of Moneys Collected. Any amounts collected pursuant to action
taken under this Article shall be applied in accordance with the provimons of Article VII of the
Indentire, and, to the extent applied to the payment of amounts duc on the Bonds, shall be credited
against amounts due on the Notes,

ARTICLE IX
ASSIGNMENTS

Section 9.1.  Assignment of Secarity Interest in Unrestricted Receivables and Meortgage;
Pledge and Assignment Under the Mortgape.

(=) In order to secure the payment of the Serics 1999 Note and the pexformance of the duties
and obligations of the Company under the Serics 1999 Note, this Loan Agreement and the other Bond
Documnents, the Company pledges and assigns and pursuant to the Morigage has pledged and assigned
unto the Authority snd its sucocessors and assigns forever, and granted o security interest in, all
Unrestricted Receivables of the Company, the creation of which security interest is governed by the
Uniform Commercial Code of the State.

(b) The Company, at its own expense, will take ail necessary action to maintain and preserve
the security interest in the Unrestricted Receivables granted by this Loan Agreement and to the Personal
Property granted by the Morigage so long as any Bonds, the Series 1999 Note or any Additional Notes
are Outstanding. In addition, the Company, immediatcly after the execution and delivery of this Loan
Agreement and thercafter from time to time, will cause this Loan Agreement, the Mortgage any financing
statements in respect thereof o be filed, registered and recorded in such manner and in such places s
may be required by law in order o fully perfect and protect the security interest hereof and thereof and
from time to time will perform or cause to be performed any other act as provided by law and will
execute or cause to be executed any and all continuation statements and further instruments that may be
requesied by the Trustee for such perfection and protection. Except to the exient it is exempt therefrom,
the Company shall pay or cause to be paid all filing, registration and recording fees and all expenses
incident to the preparation, execution and acknowledgment of such instruments of perfection, and all
federal or state fees and other similar fees, duties, imposts, asscssments and charges arising out of or in

. .gomnection with the execution and delivery of this Loan Agrecment, the Mortgage and such instruments

of perfection. In the event that the Company fails 1o execute any of such instruments within 10 days after
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demand to do so, the Company does hereby make, constitute and irrevocably appoint the Trustee as its
attorney-in-fact and in its name, place and stead so to do. s

{c) Notwithstanding the security interest granted in the Company’s Unrestricted Receivables
under this Loan Agreement and the Personal Property pursuant to the Mortgsge, it is understood and
agreed that so long as the Company makes when due and payable all Loan Payments hereunder, all
payments of principal of and interest on Additional Obligations and all Additional Payments required by
the Loan Agreement, including without limitation the payments described in Sections 4.1 and 4.2, the
Company shall be entitled to utilize its Unrestricted Receivables and Revenues for its proper corporate

PUTPOSES,

@ If no Event of Default has occurred and is continuing under this Loan Agreement, the
Authority and the Trustee shall release, without the consent of any of ihe Bondowners, any of the
property subject to the lien of the Morigage upon compliance with the requirements for such release
contained in the Mortgage.

Section 9.2,  Assignment of Anthority’s Rights. Under the Indenture, the Authority will, as
additional security for the Bonds, assign, transfer, pledge and grant a security interest in certain of its
rights under the Notes and under this Loan Agreement to the Trustee. The Trustee is hereby given the
right to enforce, either jointly with the Authority or separately, the performance of the obligations of the
Company, snd the Company hereby conseuts to the same and agrees that the Trustee may enforce such
rights as provided in the Indenture and the Company will make payments required under this Loan
Agreement and by the Notes directly to the Trustee.

ARTICLEX
MISCELLANEQUS PROVISIONS

Section 10.1. Amendments, Changes apd Modifications. Subsequent to the jssuance of any
Bonds and prior to their payment in full (or provision thereof having been made in accordance with the
provisions of the Indenture), this Loan Agreement may not be amended, changed, mwdified, altered or
terminated without the writien consent of the Trustee required by the Indenture.

Section 10.2. Iustruments of Further Assarance. The Aunthority will do, execute,
acknowledge and deliver, or cause to be done, executed, acknowledped and delivered, such Supplemental
Loan Agreements, and such further acts, instruments, financing statements and other documents as the
Trustre may reasonably require for the befier assuring, pledging and assigning unto the Trustee the
property and revenues herein described, to the payment of the principal of and interest on the Bonds.
This Loan Agreement, all supplements to this Loan Agreement, the Scries 1999 Note, any Additional
Notes and all other Bond Documents and other documents, instruments or policies of insurance required
by the Trustee shall be delivered to and held by the Trustee.

Section 10.3. Payments Dae on Other Than Business Day. If any day for any payment due
under this Loan Agreement is not a Business Day, payment may be made on the next succeeding -
Business Day with the same force and effect as if mades on the date fixed for payment, and no interest
shall accrue for the period after such date.

Section 10.4. Notices. It shall be sufficient service of any notice, request, complaint, demand
or other paper required by this Loan Agreement to be given to or filed with the Authority, the Trustee,
the Company if the same is given or filed in the manner and at the addresses specified in the Indenture.
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Section 10.5. YImmunity of Officers, Directors, Employees and Members of the Authority.
No recourse shall be had for the payment of the principal of or premium or interest on any of the Notes or
for any claim based thereon or upon any representation, obligation, covenant or agreement in this Loan
Agreement contained against any past, present or future officer, member, empioyee, director or agent of
the Authority, or of any successor public or private corporation thereto, as such, either directly or through
the Authority, or any successar public or private corporation thereto, under any rule of law or equity,
statute or constitution or by the enforcement of any assessment or penalty or otherwise, and all such
lishility of any such officers, members, employeces, directors or agents as such is hereby expressly waived
and released as a condition of and consideration for the execution of this Loan Agreement and the
issuance of the Notes.

Section 10.6. No Violations of Law. Any other term or provision in this Loan Agreement to
(a) in no event will this Loan Agreement be construed as:
{1) depriving the Authority of any right or privilege; or

Q) requiring the Authority or any member, director, officer, agent,
employee, representative or advisor of the Authority to take or omit to inke, or to permit
or suffer the taking of, any action by itself or by anyone else,

which deprivation or requirement would viclate, or result in the Authority’s being in violation of
the Act or eny other applicable state or federal law; and

®) at no time and in no event will the Company permit, suffer or allow any of the
proceeds of the Notes to be transferred to any Person in violation of, or to be used in any manner
which is prohibited by, the Act or any other State or federal law.

Section 10.7. Severability. I any provision of this Loan Agreement is held invalid or
unenforceable by any court or competent jurisdiction, such bolding shall not invalidate or render
unenforceable any other provision hereof. All covenants of the Company will be given independent
effect so that, if 2 particular action or condition is prohibited by any of such covenants, the fact that it
would be permitted by an exception to, or be otherwise within the limitations of, another covenant shali
not avoid the occurrence of a Default or Event of Default if such action is taken or condition exists,

Section 10.8. Comnterparts. This Loan Agreemient is being executed In aoy number of
counterparts, each of which is an originel and all of which are identical. Each counterpart of this Loan
Agrecment is to be desmed an original hereof and all counterparts collectively are to be deemed but one
instrument.

Section 10.9. Governing Law. It is the intention of the parties hereto that this Loan
Agreement and the rights and obligations of the parties hercunder shall be governed by and coastrued and
caforced in accordance with the laws of the State.

Section 10.11. Entire Agreement. ORAL AGREEMENTS OR COMMITMENTS TO
LOAN MONEY, EXTEND CREDIT OR TO FORBEAR FROM ENFORCING REFAYMENT OF
A DEBT INCLUDING PROMISES TO EXTEND OR RENEW SUCH DEBT ARE NOT
ENFORCEABLE. TO PROTECT THE COMPANY AND THE AUTHORITY FROM
MISUNDERSTANDING OR DISAPPOINTMENT, ANY AGREEMENTS THE COMPANY AND
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THE AUTHORITY REACH COVERING SUCH MATTERS ARE CONTAINED IN THIS
WRITING, WHICH IS THE COMPLETE AND EXCLUSIVE STATEMENT OF THE
AGREEMENT BETWEEN THE AUTHORITY AND THE COMPANY, EXCEPT AS THE

~ AUTHORITY AND THE COMPANY MAY LATER AGREE IN WRITING TO MODIFY IT.

[remtainder of thiz page intentionally left blunk]
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IN WITNESS WHEREOF, the Anthority and the Company have caused this Loan Agreement
to be executed a5 of the day and year first above written.

STATE ENVIRONMENTAL IMFROVEMENT
AND ENERGY RESOURCES AUTHORITY

BYW

Chairman -
[Seal]

. ot
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THE RAYTOWN WATER COMPANY

By:
President
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EXHIBIT A
TO LOAN AGREEMENT

PROMISSORY NOTE
(SERTES 1999)

THIS PROMISSORY NOTE IS SECURED BY THAT CERTAIN DEED OF TRUST, MORTGAGE
AND SECURITY AGREEMENT DATED AS OF JULY I, 1999, FROM THE RAYTOWN WATER
COMPANY TO NORMAN E. FRETWELL, AS MORTGAGE TRUSTEE, FOR THE BENEFIT OF
THE STATE ENVIRONMENTAL IMPROVEMENT AND ENERGY RESOURCES AUTHORITY, IN
ACCORDANCE WITH THE TERMS AND CONDITIONS OF SECTION 443.055 OF THE REVISED
STATUTES OF MISSOURJ, AS AMENDED.

52,670,000 Dated as of July 1, 1999

FOR VALUE RECEIVED, the undersigned RAYTOWN WATER COMPANY (the
“Company”), promises to pay to the order of the STATE ENVIRONMENTAL IMPROVEMENT
AND ENERGY RESOURCES AUTHORITY (the “Authority”), at its office in Jefferson City,
Miseouri, or such other place as the owner hereof may designate in writing, the sum of TWO MILLION
SIX HUNDRED SEVENTY THOUSAND DOLLARS ($2,670,000), with interest thereon from the date
of delivery hereof at the rates per ammum on the outstanding principal balance hereon from time to time as
provided in the below defined Indenture. Terms not otherwise defined in this Note have the respective
raeanings as set forth in the lndenture,

The principal and interest on this Note shall be payable in instaliments at the times and in the
amounts determined as provided in Section 3.9 of the Loan Agreement dated as of July 1, 1999 (as amended
and supplemented in accordance with its terms, the “Loan Agreement™), between the Company and the
Authority (the “Loan Agreement”), with the final payment of all outstanding principal and interest on this
Note to be paid on March 1, 2008. Both principal and interest under this Note shall be payable at the
principat corporate trust office of UMB BANK, N.A., Kansas City, Missouri {the “Trustec™). This Note 18
subject to mandatory anx optional prepayment as provided in the Loan Agreement, with such prepayments
being first applied to interest and next to principal.

This Note is made pursuant to the Loan Agreement wherein, among other things, the Authority has
agreed to Joan to the Company and the Company has agreed to take 2 loan in the principal amount above,
being the proceeds from the sale of the Authority’s Water Facilities Refunding Revenue Bonds (The
Raytown Water Company) Serics 1999A and Taxable Water Facilities Revenue Bonds (The Raytown
Water Company) Series 19998 in the sggregate principal amount of $2,670,000 (the “Bonds™). The Bonds
are being issued by the Anthority pursuant to the Indenture of Trust dated as of July 1, 1999 (as amended
and supplemented in accordance with its terms, the “Indenture™). .

Upon the occurrence of any Event of Default as described in Section 8.1 of the Loan Agreement, ali
unpaid principal of and interest on this Note may be declared o be forthwith due and payable in the maumner
and with the effect provided in the Loan Agreement. Failure to exercise this option shatl not constitute a
waiver of the right to excrcise the same in the event of any subsequent occurrence of such an Event of
Default. If this Note shall be placed in the hands of an attomey or attorneys for collection, the Company
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agrees to pay, in addition to the amount due hereon, the reasonsble costs and expenses of collection,
including reasonable aftomeys’ fees.

This Note is secured by the Deed of Trust and Security Agreement dated as of July 1, 1999 (the
“Mortgage™) by the Company to Norman E. Fretwell, es Mortgage Trustee for the Authority, the terms
and provisions of each and all of the same being incorporated by reference.

The obligations of the Company to make Loan Payments and Additional Payments shall be absolute
and ynconditional, and the Company shall make such payments without abatemnent, disinution or deduction
regardless of any cause or circumstances whatsoever inclading, without limitation, any defense, set—off,
recoupment or counterclaim which the Company may have or assert against the Authority, the Trustee or
any othey Person. .

If this Note is placed in the hands of an attomey or attomeys for collection, the Company agrees to
pay, in addition to the amount due hereon, the reasonable costs and expenses of collection, including
reasonable attoreys” fees. All parties to this Note, whether principal, surety, guarantor or endorser, hereby
waive presentment for payment, demand, protest, notice or protest and notice of dishonor.

Oral agreements or commitments to loan money, extend credit or to forbear from enforciog
repayment of a debt ncluding promises to extend or renew such debt are not enforceable. To protect
you (borrower) and as (creditor) from misanderstanding or dissppointment, any agreements we
reach covering sach matters are contained in this writing, which Is the complete and exclusive
statemaent of the agreement between us, except as we may later agree in writing to modify it

This Note shall be governed by the laws of the State of Missouri.
THE RAYTOWN WATER COMPANY

[SEAL] President

ATTEST:

{Assistant) Secretary
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ENDORSEMENT

Pay to the order of UMB Bank, N.A,, as Trustee, pursuant to the Indenture of Trust dated ag of

July 1, 1999, between the undersigned and said bank, the Trustee to hold and apply all funds received under
this Note as provided in the Indenture of Trust. This assignment is without recourse against the

undexsigned.

STATE ENVIRONMENTAL EMPROVEMENT AND
ENERGY RESOURCES AUTHORITY

By:

Al






FIRST SUPPLEMENTAL LOAN AGREEMENT

Dated as of September 1, 2008
between the

STATE ENVIRONMENTAL IMPROVEMENT
AND ENERGY RESOURCES AUTHORITY

and

THE RAYTOWN WATER COMPANY

Relating to

$570,600
Water Facilities Refundlog and Improvesnent Revepue Bonds

(The Raytown Water Company)
Series 2008

%
THIS FIRST SUPPLEMENTAL LOAN AGREEMENT HAS BEEN ASSIGNED TO, AND IS
SURJECT TO A SECURITY INTEREST IN FAVOR OF UMB BANK, N.A., TRUSTEE UNDER
AN INDENTURE OF TRUST DATED AS OF JULY 1, 1999, AS AMENDED BY THE FIRST
SUPPLEMENTAL INDENTURE OF TRUST DATED AS OF SEPTEMBER 1, 2008, AS
AMENDED AND SUPPLEMENTED FROM TIME TO TIME. )
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FIRST SUPPLEMENTAL LOAN AGREEMENT

THIS FIRST SUPPLEMENTAL LOAN AGREEMENT dated as of September 1, 2008 (this
“First Supplemental Loan Agreement™), by and between the STATE ENVIRONMENTAL
IMPROVEMENT AND ENERGY RESOURCES AUTHORITY, & body corporate and politic and a
governmenial instrumentality of the State of Missouri (the “Authority”), and THE RAYTOWN
'WATER COMPANY, a corporation organized and existing under the laws of the State of Missouri (the

“Company”),
RECITALS:

1. The Authority is authorized and empowered, under the provisions of Sections 260.005 to
260.125, inclusive, R.S.Mo., as amended, and Appendix B(1) thereto (the “Act™), to issue bonds and loan
the proceeds thereof for any of the purposes of the Act, including the payment of “costs™ of “water
facilities™ as defined in the Act.

2. Pursuant to the Act and 2 resolution duly adoptad by the Anthority, the Authority
previously issued its $2,470,000 original principal amount of Water Facilitics Refunding Revenue Bonds
(The Raytown Water Company) Series 1999A (the “Prior Bonds™), under an Indenture of Trust {the
“Original Indenture”) dated as of July 1, 1999 between the Auwthority and UMB Bank, M.A. (the
“Trustee™) for the purpose of making a loan to the Company pursuant to s Loan Agreement dated as of
July 1, 1999 (the “Original Loan Agreement,” with the Original Loan Agresment as amended by this
First Supplements] Loan Agreement being the “Loan Agreement™), to provide funds fo refinance the
costs for construction, acquisition and installation of transmission mains and an clevated water tank at
%mz&“smmw),mmkbswm

3 m&mmmawd:hatﬂazﬁumoﬁ:ymknumm&ecnmpmyfmthe
purpose of providing funds to refund the Prior Bonds, to finance the costs of other improvements for the
Company and to pay certain related costs, all as more fully defined and described in this First
Supplemental Loan Agreement and in the below defined Indenture, in consideration of payments by the
Company which will be sufficicot to pay the principal of, redemption premium, if any, and the interest on
the bonds issued by the Authority.

4, In order to provide funds to make the loan to the Company, the Authority is issuing
$970,000 principal amount of Water Facilities Refunding and Improvement Revenue Bonds (The
Raytown Water Company) Series 2008 (the “Series 2008 Bonds™) pursuant to the Act and the Original
Indenture, as supplemented by the First Supplemental Indenture of Trust dated as of September 1, 2008
{the “First Supplemental Indenture,” with the Original Indenture as amended by the First Supplementai
Indenture being the “Indenture™} by and between the Authority and UMB Bank, N.A., Kansas City,
Missouri, as Trustee (the “Trustee™); and

5 To evidence the loan, the Company is concumrently with the delivery of this First
Supplements! Loan Agreement issuing to the Authority its Promissory Note, Series 2008 (the “Senes
2008 Note™), in the principal amount of $970,000, substamtially in the form of Exhibit A.

6. The Authority and the Company are cnfering into this First Supplemental Loan
Agreement to provide for the loan of the proceeds of the Series 2008 Bonds to the Company and the
repayment of the Series 2008 Note.



AGREEMENT:
ARTICLE]
DEFINITIONS; RULES OF CONSTRUCTION

Section 1.1.  Definitions of Words and Terms. Capitalized terms not otherwise defined
herein shall have the meanings set forth in the Indenture.

ARTICLEN

REPRESENTATIONS

Section 2.1.  Representations by the Authority. The Authority represents to the Company
and the Trustee as follows:

(a)  Organtzation and Authority. The Authority (1) is a governmental instrumentality and
body corporate apd politic duly organized and existing under the laws of the State, and (2) hag lawful
power and authority to enter into, execute and deliver this First Supplemental Loan Agreement and to
carry out its obhigations hereumder and to endorse and deliver the Series 2008 Note, and by all necessary
corporate action has been duly authorized to execute end deliver this First Supplemental Loan Agreement
and the Series 2008 Note and any other Bond Docurments required to be executed and delivered by it in
connection with the issuance of the Series 2008 Bonds, acting by and through its duly authorized
officers.

{b)  No Defaults or Violations of Law. The execution and delivery of this First Supplemental
Loan Agreement, the Series 2008 Note and any other Bond Documents by the Autharity will nof result in
a breach of any of the terms of, or constitute a default under, any indenture, mortgage, deed of trust, lease
or other agreement or instrument to which the Authority is a party or by which it or any of its property is
bound or its bylaws or any of the constitutional or statutory rules or regulations applicable to the
Authority or its property.

Section 2.2.  Representations by the Company. The Company represents to the Authority
and the Trustee as follows:

(2)  Existence. The Company is a corporation duly organized, legally existing and in good
standing under the laws of the State and iz in good standing under the laws of all jurisdictions wherein
the business transacted by it makes such qualification necessary; has all requisite power and suthority
and all necessary licenses and permits to own and operate its properties and to carry on its business as
now conducted and as presently proposed to be conducted and to enter into those Bond Documents to
which it is a party and the other agreements referred to herein and transactions contemplated thereby and
to carry out the provisions and conditions of those Bond Documents to which it is s party.

(b}  Due Execution and Delivery. The Company has full power, authority and legal right to
incur the obligations provided for in, 1o execute anud deliver and to perform and observe the terms and
provisions of, the Bond Documents to which it is a party, and each of the Bond Documents to which it is
a party has becn duly executed and delivered by the Company by appropriate and all required action, and
the Company has obtained all requisite consents to the transactions contemplated thereby under any
instrument to which it is a party, and those Bond Documents to which it is a party constitute the legal,
valid and binding obligations of the Company enforceable in sccordance with their respective terms
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except to the ¢xtent enforcement thereof may be limited by bankruptcy, insolvency, reorganization or
other laws affecting creditors rights or principles of equity.

(c)  No Breach of Other Instruments. Neither the execution and delivery of those Bond
Docurpents to which the Company is 2 party nor the compliance by the Company with the terms and
conditions of such Bond Documents, nor the consummation of the transactions contemplated thereby,
will conflict with or result in & breach of any of the terms, conditions or provisions of its organizational
documents or any agreement or instrument or other restriction or law, regulation, rule or order of any
governmental body or agency to which the Company is now a party or is subject, or constitute a default
thereunder, or result in the creation or imposition of a lien, charge or encumbrance of any nature
whatsoever upcn any of the property or assets of the Company in violation of the tzrms of any such
agreement or mstrument.

(d) Governmental Consent. Because the Company is a public utility regulated by the
Missouri Public Service Commussion (the “Commission™) pursuant to Chapters 386 and 393 of the
Missouri Revised Statutes, execution of the Bond Documents, consimmmstion of the transactions therein
contemplated, and the offer, issue, sale and delivery of the Series 2008 Bonds require the authorization of
the Commission. The Commission’s authorization was obtained in the Report and Order issued by the
Commission on July 22, 2008, to be effective on August 1, 2008 in casc No. WF-2008-0356. No other
governmental action or approval is required for the offer, issue, sale and delivery of the Series 2008
Bonds and the receipt of the loan of the proceeds of the Series 2008 Bonds by the Company.

{e) Collateral. The Company has good title to its Property, free and clear of all liens,
pledges, morigages, security interests, charges, claims and other sncumbrances, except for Permitted
Encumbrances and as otherwise provided in the Bond Documents.

() Absence of Defaults, Etc. The Company is not (i) in default under any indenture or
material contract or agreement to which it is a party, (ii) in violation of its organizational documents, (iii)
in default with respect to any order, writ, imjunction or decree of any court, or (iv) in default under any
charter, order or license of any feders! or state governmental department, which default or viclation in
any of the aforesaid cases has a Material Adverse Effect. There exists no condition, event or act which
constitutes, or after notice or lapse of time or both would constifute, an Event of Default.

Financial Condition. The anmual financial statemenits of the Company for its Fiscal Year
ended Degcember 31, 2007, which have been delivered 1o the Authority or the Original Purchaser, have
been prepared in accordance with gencrally accepted sccounting principles, consistently applisd, and
present fairly the Snancial condition and changes m financial position of the Company as at the date or
dates and for the period or periods stated. Since December 31, 2007, the Company has not incurred any
material Habilities or obligetions, dircet or contingent, not in the ordinary course of business and there
has not been any change in the business, properties or condition, financial or otherwise, of the Company,
except for changes arising in the ordinary course of business.

(W)  Litigation. Except as described in the Financial Statcments or as otherwise disclosed in
wnting to the. Authority, at the date of this Agreement thers is no litigation, legal or administrative
proceedmg, investigation or other action of any nature pending or, to the knowledge of the Company,
threatencd against or affecting the Company or any Subsidiary which involves the possibility of sny
Jjudgment or liability not fully covered by insurance and which would have a Material Adverse Effect.

() Pension and Welfare Plans. Each Pension Plan, if any, complies in all material respects
with sll applicable statutes and governmental rules and regulstions; no reportable event has occurred and
is continuing with respect to any Pension Plan; neither the Company nor any ERISA Affiliate has
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withdrawn from any Multiemployer Plan in 2 “complete withdrawal” or a “partial withdrawal” as defined
in sections 4203 or 4205 of ERISA, respectively; no steps have beep instituted by the Company to
terminate any Pension Plan which termination would have a Maierial Adverse Effect upon the Company;
and no condition exists or event or iransaction hag occurred in connection with any Pension Plan or
Muitiemployer Plan which could result in the Company or any ERISA Affiliate incurring any material
lability, fine or penalty. Neithier the Company nor any ERISA Affiliate is a “contributing sponsor” as
defined in Section 4001{2)}{13) of ERISA of s “single-employer plan” as defined in Section 4001(a)(15)
of ERISA which has two or more contributing sponsors at least two of whom are not under common
control, Neither the Company nor any Subsidiary has any contingent liability with respect to any
“employee welfare benefit plans,” as defined in Section 3(1) of ERISA, which covers retired employees
and their beneficianes.

G) Patents, Licenses, Etc. The Company possesses all of the necessary patents, licenses,
trademarks, trademark rights, tradenames, tradename rights and copyrights to conduct its businesses as
now conducted, without conflict with any patent, license, trademark, tradename or copyright of any other
Person, except a5 to which the failure of such possession would not have a Material Adverse Effect upon
the Company.

(3] Taxes. The Company has filed or caused to be filed all federal, state and local tax
returns which are required to be filed and has paid or caused to be paid all taxes as shown on said returns
or on any assessment 1o the extent such taxes have become due, except for taxes which are being
cantested in good faith and againgt which reserves, in accordance with generslly accepted accounting
principles consistently applied, have been cstablished and except for taxes with respect to which a failure
to so file retums or make payment would not have a Material Adverse Effect upon the Coinpany. The
Company is not aware of any proposed material tax assessments against it.

)] Complinnce with Law. The Company is currently in compliance with any and all laws,
ordinances or governmental rules and regulations to which it 15 subject and has obtained any and ail
licenses, permits, franchises or other governmental suthorizations necessary to the ownership of its
Properties or to the conduct of its businesses, except as 1o which such violation or failure to obtain would
not have a Material Adverse Effect upon the Company.

(m)  Esvironmental and Safety and Health Matters. (i) The operations of the Company and
mbSubs:dmyoftthampany 1o the best of Company's knowledge and without having conducted any
environmental studies, comply in all material respects with (A) all appliceble Environmental Lawsz, and
(B) all applicable occupational safety and health laws; (11} none of the operations of the Company or any
Subsidiary are subject to any judicial or administrative proceeding alleging the violation of any
Environmental Law or occupational safety and health law; (jii) none of the operations of the Company or
any Subsidiary is the subject of federal or state investigation evaluating whether any remedial action is
needed to respond to (A) spillage, disposal or release into the environment of any Hazardous Material or
other hazardous, toxic or dangerous waste, substance of constituent, or other substances, or (B) unsafe or
unhealthfu! condition at any premises of the Company or any Subsidiary; (iv) neither the Company nor
any Subsidiary of the Company has filed any notice under any Environmental Law or accupational safety
and health law indicating or reporting {A) any past or present spillage, disposal or release inio the
environyment of, or treatment, storage or disposal of, any Hazardous Material or other hazerdous, toxic or
dangerous waste, substance or constituent, or other substance or (B) any unsafe or unhealthful condition
at any premises of the Company.,

{n)  Representations and Warranties in Other Bond Documenis. The Company represents
and warrants that all of the representations and warranties of the Company in the other Bond Documents

4.



to which the Company is a party were true and correct in all material respects when made and are tru¢
and correct in all material respects on the Closing Date.

ARTICLE I
LOAN TO THE COMPANY; USE OF PROCEEDS

Section 3.1. Loan of Funds to the Company. Simulteneously with the execution and
delivery of this First Supplemental Loan Agreement, the Authority will loan the proceeds of the gale of
the Series 2008 Bonds to the Company. The Company agrees to receive such loan from the Authority,
for the purposes provided herein and in the Indenture. The lomm is evidenced by the Series 2008 Note in
the principal sum of $970,000,

Seetion 3.2.  Use of Proceeds; Completion of the Project. The proceeds of the Series 2008
Bonds will be deposited with the Trustee and applied as provided in the Indenture and in the Loan
Agreement, together with other available funds of the Company, to refund the Prior Bonds in wholg, to
finance and refinance the costs of the Project, to fimd 2 debt service reserve and to pay certain costs
related to the issuance of the Series 2008 Bonds.

The Company shall cause the Project to be diligently and continuously pursued and to be
completed with reasonable dispatch, and to provide (from its own funds if required) all moneys necessary
to complete the Project substantially in accordance with Exhibit B (o this First Supplemental Loan
Agreement.

The Company agrees to comply with all of the provisions set forth in the Indenture with respect
to the construction of the Project and to perform all obligations of the Company sct out in the Indenture.

Section33.  Project Documents. The Company, at its own cost and expense, shall maintain
in its files and available for inspection by the Trustee copies of the following documents at such time as
such documents become available and in any event by the time work is commenced on the portion of the
Project to which they relate:

{a) Plans and Specifications. All available preliminary and final plans and
specifications for the Project.

(b))  Construction Contracts. All architect’s and general contracior’s contracts for the
Project and all prime subcontractor’s contrects and purchase orders for any equipment
included in the Project.

{c) Licenses and Permits. Licenses and permits to construct and occupy the Project
and o operate the existing facilities of the Company, including all spprovals and other
permits for the scquisition, construction and equipping portions of the Project from any
govemnmental agency as may be necessary for such work.

(&)  Payment and Performance Bonds. Peyment and performance bonds insuring the
Company, the Authority and the Trustee as their respective interests may appear against
delays in completion of all construction contracts, against failure timely to complete the
portion of the Project financed with the proceeds of the Series 2008 Bonds in accordance
with the plans and specifications therefor, snd against claims for payment to cover labor
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end material used or reasonably required for use in the performance of the construction
contracts.

Section 3.4. Changes or Amendments to Project. The Company may make, authorize or
permit such changes or amendments in the Project as it msy reasonably determine to be necessary or
desirable; provided, however, that no such change or amendment shall be made to the Project that would
cause s material change in the cost, scope, nature, or function of the Project, unless the Company shall
file with the Trustee:

(a) an Officer's Centificats to the cffect that the Project will, after such change or
amendment, continue to constitute “water facilities™ within the meaning of the Act, and
such change or amendment will not result in any Property of the Company being used for
any purpose prohibited by the Loan Agreement or otherwise result in the Company
fiiling to comply with any provisions of the Loan Agreement; and

{b)  at the discretion of the Trustee, either (1) an opinion of Bond Counsel addresssd
to the Trustee and the Authonty to the effect that {A) such change or smendment will not
result in the interest on the Senes 2008 Bonds becoming includable in gross income for
purposes of federal income taxation, and (B) such change or amendment will not cause
the average maturity of the Bonds to exceed 120% of the average reasonably expected
economic life of the facilities financed or refinanced with proceeds of the Series 2008
Bonds, or (2) an Officer’s Certificate to the efect that the Company expects to be able to
shorten the average maturity of the Serics 2008 Bonds to not exceed 120% of the
average reasonably expected economic life of the facilities financed or refinanced with
proceeds of the Series 2008 Bonds, as recalculated in accordance with the provisions of
the Code, through the deposit to the Debt Service Fund as deseribed below in this
Section.

K any change or amendment would render materially maccurate the description of the Project in
Exhibit B to this First Supplemental Loan Agreement, there shall be delivered to the Trustee a revised
Exhibit B contsining a description of the Project that reflects such change, the accuracy of which shall
have been cextified by an Officer’s Certificate.

If any change or amendment to the Project would cause a material change in the cost, scope,
nature or function of the Project as described in this Section, the Company at the completion of the
Project shall recaleulste the average reasonably expected economic life of the Project, as completed. If
any such recalculation demonstrates that the average maturity of the Series 2008 Bonds exceeds 120% of
the average reasonably expected economic life of the facilities financed or refinanced with proceeds of
such Bonds, the Company shall instruct the Authority and the Trustee to call Series 2008 Bonds for
redemption pursusnt to the Indenture and to pay to the Trustee for deposit in the Debt Service Fund held
under the Indenture, as a prepayment of the Series 2008 Note, an amount which, when applied by the
Trustee to redeem Series 2008 Bonds, is sufficient, based on an opinion of Bond Counge] addressed to
the Trustee and the Authority, to cause the average mmturity of the Series 2008 Bonds to be no more than
120% of the average reasonably expected economic life of the' facilities financed or refinsnced with
proceeds of such Bonds. Such deposit to the Debt Service Fund shall be made at such time as will permit
the Trustee to give proper notice of redemption pursuant to the Indenture on the first date the Bonds may
be optionally redeemed.

Section 3.5. Enforcement of Contracts and Surety Bonds. In the event of a material
default of any contractor or subcontractor under any construction contract or any other contract made in
connection with the Project, or in the event of 2 material breach of warranty with respect to any

6~



materigls, workmanship or performance, the Company will prompily proceed, either separately or in
conjunction with others, to pursue diligently the remedies of the Company against the contractor or
subcontractor in default and against any surety on s bond securing the performance of such contract. Any
amounts recovered by way of damages, refunds, adjustiments or otherwise in connection with the
foregoing, after deduction of expenses incwrred in such recovery and afier reimbursement to the
Company of any amounts theretofore paid by the Company and not previously reimbursed to the
Company for correcting or remedying of the default which gave rise to the proceedings against the
contractor, subcontractor or surety, shall be paid into the Project Fund if received before the date of
completion of the Project, and otherwise shall be deposited as provided in the Indenture.

ARTICLEIV
LOAN PAYMENTS AND OTHER PAYMENTS
Section 4.1. Loan Payments.

(8)  The Company will duly and punctually pay the principal of, prepayment penalty, if any,
and interest on the Notes on the dates and at the places and in the manner specified in the Notes and in
this Loan Agreement, according to the true intent and meaning thereof and hereof. Notwithstanding any
schedule of payments upon the Notes sct forth in this Loan Agreement or in the Notes, the Company
agrees to make pryments upon the Notes and be liable therefor at the times and in the amounts (including
principal, interest and redemption prevminn, if any) equal 1o the amounts to be paid us interest, premium,
if any, and principal, whether at maturity or by redemption, upon the Bonds Outstanding under the
Indenture.

(b)Y  To provide for the payment of the Series 2008 Note, and the principal of and interest on
the Series 2008 Bonds, subject to the prepayment requirements of Section 4.5 of the Original Loan
Agreement, the Company will make the following pzyments directly to the Trustee, from moneys
available to the Company, for the account of the Autbority, for deposit in the Debt Service Fund, on the
following dates, and otherwise as set out below:

(1)  Imerest: On the fifteenth day of each calendar month (or on the next Business
Day thereafter if the fifteenth is not a Business Day), commencing October 15, 2008, a prorata
portion of the amount of interest to become due on the Bonds on December 1, 2008, and on the
fifteenth day of each calendar month thereafter (or on the next Business Day thereafier if the
fiftrenth is not & Business Day) commencing with the month of December, 2008, m: amount
which is not less than one-sixth of the interest to become due on the next casuing Interest
Payment Date on the Bonds. The Company’s obligation will be reduced by the amount of the
applicable credits under Section 4.3.

(2) Principal: On the fifteenth day of each month (or on the next Business Day
thereafler if the fifteenth is not a Business Day) commencing December 15, 2008 and ending on
November 15, 2009, a pro rata portion of principal due on the Bonds on December |, 2009, and
on the fifieenth day of each month thercafter (or on the next Business Day thercafier if the
fifieenth is not 8 Business Day) commencing December 15, 2009, an amount which is not less
than one-twelfth of the next installment of principal due on the Bonds, whether by maturity,
mandatory sinking find redemption or otherwise. The Company's obligation will be reduced by
the amount of the applicable credits under Section 4.3,

(5] Unpaid Loan Payments will bear interest from the due date at the annual rate of the
Prime Rate plus 2% calculated on the actual number of days clapsed and a 360-day year. Any intercst
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charged and collected on unpaid Loan Payments will be deposited in the Debt Service Fund and spplied
to pay interest on overdue amounts in accordance with Section 707 of the Indenture,

(4}  Any supplements to the Loan Agreement authorizing the issuance of Additional Bonds
and Additional Notes wall provide for similar monthly deposits to the Debt Service Fund of amounts
sufficient to provide for the prompt payment of the principal of, premium, if any, and interest on any
Additional Bonds or Additional Notes as the same become due.

(¢} It is the intent of this Section that the Company's loan repayment obligation be in the
amounts and at the times necessary to enable the Trustee, on behalf of the Authority, to pay all amounts
payablie with respect to the Bonds when due, whether as principal, premium, interest or otherwise, and
whether at maturity or by redemption or acceleration of maturity or otherwise

Section4.2.  Additional Payments. The Company agrees to make the following additional
payments:

(e) Rebate Payments: to the Trusiee, all rebate payments required under Section
148(f) of the Code and the Tax Complisnce Agreement, to the extent such smounts are not
gvgilable to the Trustee in the Rebate Fund or other funds snd accounts held under the Indenture:

(b) Trustee Fees and Professional Fees: to the Trustee and sny Paying Agent,
registrars; counsel, accountants, engineers and other Persons, when due, all reasonable fees,
charges and expenses of such Persons for services rendered under the Indenture and under any
Bond Document and expenses incurred in the performance of such services under the Indenture
and any Bond Document for which such Persons are entitled to paymenat or reimbursemnent;

- {e) Authority Fees and Expenses: to the Authority upon demand, its regular fees
and charges and all reasonable expenses incurred by the Authority fn relation to the transactions
contempiated by the Loan Agreement, the Indenture and any other Bond Document which sre not
otherwise required to be piaid by the Company under the terms of the Loan Agreement, including
all fees and charges of the Authority as provided for under the Act and payable to the Authority;

(d)  Advances: 1o the Authority or the Trustes, as the case may be, the amount of all
advances of funds made by any of them under the provisions of Section 8.8, with interest thereon
at the Prime Rate plus 2%;

{c) Debt Service Reserve Fund Deposits: to the Trustee upon demand, for deposit in
the Delst Service Reserve Fund, monthly on the next Loan Payment date which follows the
Trustee’s demand, one-gixth of any valuation deficiency in the Debt Service Reserve Fund, one-
twelfth of any deficiency for moneys withdrawn from the Debt Service Reserve Fund, or such
other amount according to & schedule approved by the Owners of not less than & majority in
principal amount of Bonds then Cutstanding as provided in Section 406(c) of the Original
Indenture;

()  Repair and Replacement Fund Deposits: The Company will establish m its
custody a2 Repair and Replacement Fund for the operation of its water facilities. The
shall deposit in the Repair and Replacement Fund, the sum of $25,000 at the time of issnance of
the Sexies 2008 Bonds, and $10,000 on the fifteenth day of cach month (or on the next Business
Day thereafter if the fifteenth day is not a Business Day), if at any time the amount on deposit in
the Repair and Replacement Fund is less than $25,000 until the amount in the Repair and
Replacement Fund aggregates $25,000. Moneys in the Repair and Replacement Fund may be
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first used by the Company to make up any deficiencies in the Debt Service Fund and the Debt
Service Reserve Fund (in that order), and the balance, so long a5 no Event of Default exists under
the Bond Documents, may be withdrewn by the Compeny to pay the costs of repairs and
replacements to the Facilifies. Any supplements to this Loan Agreement authorizing the issuance
of Additional Bonds and Additional Notes will provide for similar monthly deposits into the
Repair and Replacement Fund amounts sufficient to incresse, if necessary, the deposits to the
Repair and Replacement Fund as required by the Indenture or the Loan Agreement; and

® Attorneys Fees and Other Expenses: to the Authority and the Trustee, as
applicable, all indemmity payments required to be made under Sections 5.18 and 5.19 (such
indermmity payments being due to the Authority or the Trustee, as applicable, upon written
demand therefor and accruing interest at the annual rate of the Prime Rate plus 2% following 60
days after notice of demand therefor) of the Original Loan Agreement,

Section 4.3.  Credits on Loan Payments,

(2) Any moneys deposited by the Trustee or the Company in the Debt Service Fund
{including moneys received as acerued interest from the ssle of Bonds and any initial deposit mede from
the proceeds of the sale of any series of Bonds) will be credited against the obligation of the Company to
pay inierest on the Notes a5 the same become due.

(b) Any moneys deposited by the Trustee or the Company in the Debt Service Fund shall be
credited against the obligation of the Company to pay the principal of the Notes as the same become dus
in the order of maturity thereof, except thet prepayments for purposes of making an optionel deposit for
redemption will be applied to the maturities of principal of the respective Note comresponding to the
series and maturities of the Bonds to be redeemed or purchased, delivered and caneelied from the
proceeds of such optional deposit.

{c) The principal amount of Bonds of any series snd maturity purchased by the Company
and delivered to the Trustee, or purchased by the Trusiee and cancelled, shall be credited against the
obligation of the Company to pay principal on the Note related to such series of Bonds so purchased
(including nstallment payments corresponding to mandatory sinking fund payments, if any, on the
Bonds); provided, however, that deposit of a Bond of one series and maturity may not be credited against
& payment which would be used, in the normal course, to retire a Bond of another series and matority,

(dj The amount of any moneys transferred by the Trustee from any other fund held under the
Indenture end deporited in the Debt Service Fund shall be credited against the obligation of the Company
to pay interest or priacipal, as the case may be, as the same become due.

Section 44. Prepayment. Whenever any Bonds have been called for redemption under any
provision of the Indenture, the Company will prepay the spplicable Note in such amount ag is required to
redeem the Bonds, including the principal, redemption premium, if any, and accrued interest thereon to
the redemption date. The Company fixther agrees that in the event the payment of principal of and
interest on the Bonds is accelerated upon the ocourrence of an Event of Default under the Indenture, all
Loan Payments payable for the remainder of the term of the Loan Agrecment will be accelerated and
prepayment will be made on the applicable Note in such amnounts. Any prepayments will be deposited in
the Debt Service Fund, as required by the Indenture or the Loan Agreement or as designsted by the
Company and applicd by the Trustce in accordance with the provisions of the Indenture, Any
prepayment shall be credited against Loan Payments to become due on the applicable Note. The
Company may also prepay any Note in whole or in part by providing for the payment of all or any
portion of the Bonds in accordance with the Indenture,
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Section 4.5,  Assignment of Security Interest in Unrestricted Receivables and Personal
Property.

(a) In order to secure the payment of the Series 2008 Note and the performance of the duties
and obligations of the Company under the Series 2008 Note and the Loan Agreement, the Company
pledges and assigns unto the Authority and its successors and assigns forever, and grants a security
interest in, all Unrestricted Receivebles of the Company and the tangible personal property and
equipment financed with the proceeds of the Series 2008 Bonds (the “Secured Property™), the creation of
which security interest is governed by the Uniform Conmumercial Code of the State.

()  The Company, at its own expense, will take all necessary action to maintain and preserve
the security interest in the Secured Property granted by the Loan Agreement so long as any Bonds, the
Series 2008 Note, any Additionz] Notes or Additione! Obligations are Outstanding. In addition, the
Company, immediately after the execution and delivery of this First Supplemental Loan Agreement and
thereafler from time to time, will cause the Loan Agreement and any financing statements in respect
zherwftobeﬁled,regmﬁarﬁmmmmhmmmdmmhphmumybemwudbﬂw
in order to fully perfect and protect the security interest hereof and thereof arxd from time to time will
perform or cause to be performed any other act as provided by law and will execute or cause to be
executed any and all continuation statements and firther instruments that may be requested’ by the
Trustee for such perfection and protection. Except to the extent it is excmpt therefrom, the Company
shall pay or cause to be paid all filing, registration and recording fees and all expenses incident to the
preparation, execution and acknowledgment of such instruments of perfection, and all federal or state
fees and other sitnilar fees, duties, imposts, assessments and charges ariging out of or in conmection with
the execution and delivery of the Loan Agreement and such instruments of perfection. In the event that
the Company fails to execute any of such instruments within 10 days afier demand to do so, the Company
does hereby make, constitute and irrevocably appoint the Trustee as its attomey-in-fact and in its name,
place and stead so to do.

{c) Notwithstanding the security interest granted in the Secured Property under the Loan
Agreement, it is understood and agreed that so long as the Company makes when due and paysble all
Loan Payments hereunder, all payments of principal of and interest on Additional Obligations and all
Additional Payments required by the Loan Agreement, including without limitation the payments
described in Sections 4.1 and 4.2, the Company shall be entitled to utilize the Secured Property and
Revenues for its proper corporate purposes.

ARTICLE V
MISCELLANEQUS PROVISIONS

Section 5.1.  Term of First Supplemental Loap Agreement. This First Supplemental Loan
Agreement shall be effective concurrently with the initial issuance and delivery of the Series 2008 Bonds
snd shall continue in force and effect until the principal of, redemption premium, if any, and interest on
all of the Bonde heve been fully paid (or provision for their payment shall have been made in accordance
with the Indenture) together with all other sums to which the Authority and the Trustee are entitled from
the Institution under the Loan Agreement and the Series 2008 Note.

Section 5.2.  Consent of Company to First Supplemental Indenture. The Company hereby
mwnmmdamm&eexmnonanﬁdeﬁmyﬂfmmmmmmﬁ:Mm&eFm
Supplemental Indenture.



Section $3.  Applicability of the Original Loas Agreement and First Supplemental Loan
Agreement. Except as otherwise provided in this First Supplemental Loan Agreement, the provisions of
the Original Loan Agreement are hereby ratified, approved and confirmed and incorporated herein. This
First Supplements! Loan Agreernent shall be construed as having been authorized, executed and
delivered under the provisions of Section 901(e) of the Oripinal Indenture. The Authority and the
Company consent and agree to the release of the Mortgaged Property and the Mortgage as security for
the Bonds.

Seetion 8.4.  Seversbility. If any provision of this First Supplemental Loan Agreement is
held invalid or unenforceable by uny court or competent jurisdiction, such holding shall not invalidate or
render unenforceable any other provigion hereof, All covenanis of the Company will be given
mdependent effect so that, if a particular action or condition is prohibited by sny of such covenants, the
fact that it would be permitted by an exception to, or be otherwise within the limitations of, another
covenant shall not aveid the occurrence of 3 Defanlt or Event of Default if such action is taken or
condition exists.

Section 5.5. Counterparts. This First Supplemental Loan Agreement is being executed in
any number of counterparts, each of which is an original and all of which are identical. Each counterpart
of this First swmmmwmwbemmmmlmfm all counterparts
coliectively are to be deemed but one instrument.

Section 5.6. Governing Law. It is the intention of the paries hereto that this First
Supplemental Loan Agreement and the rights and obligations of the parties hereunder shall be governed
by and construed and enforced in accordance with the laws of the State.

Sectlon 5.7. Entire Agreemenat. ORAL AGREEMENTS OR COMMITMENTS TO LOAN
MONEY, EXTEND CREDIT OR TO FORBEAR FROM ENFORCING REPAYMENT OF A
DEBT INCLUDING PROMISES TO EXTEND OR RENEW SUCH DEBT ARE NOT
ENFORCEABLE. TO PROTECT THE COMPANY AND THE AUTHORITY FROM
MISUNDERSTANDING OR DISAPPOINTMENT, ANY AGREEMENTS THE COMPANY AND
THE AUTHORITY REACH COVERING SUCH MATTERS ARE CONTAINED IN THIS
WRITING, WHICH IS THE COMYLETE AND EXCLUSIVE STATEMENT OF THE
AGREEMENT BETWEEN THE AUTHORITY AND THE COMPANY, EXCEPT AS THE
AUTHORITY AND THE COMPANY MAY LATER AGREE IN WRITING TO MODIFY IT.

[Remainder of this page intentionally left blank)
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IN WITNESS WHEREOF, the Authority and the Company have caused this First
Supplemental Loan Agreement to be executed as of the day and year first above written.

STATE ENVIRONMENTAL IMPROVEMENT
AND ENERGY RESOURCES AUTHORITY

{Seal]
ATTEST;

Tofo
Secretary

First Supplementn! Loan Agrecmén
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THE RAYTOWN WATER COMPANY

o el 8. %y,

First Suppiemental Loan Agroerent
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EXHIBIT A
TO LOAN AGREEMENT

PROMISSORY NOTE
(SERIES 2008)

$976.,000 Dated as of September 1, 2008

FOR VALUE RECKIVED, the undersigned THE RAYTOWN WATER COMPANY (the
“Company™), promises to pay to the order of the STATE ENVIRONMENTAL IMPROVEMENT
AND ENERGY RESOURCES AUTHORITY (the “Authority”), at its office in Jefferson City,
Missouri, or such other place as the owner hereof may designate in writing, the sum of NINE
HUNDRED SEVENTY THOUSAND DOLLARS ($970,000), with interest thereon from the date of
delivery hereof at the rates per annum on the outstanding principal balance hereon from time to time as
provided in the below defined Indenture. Terms not otherwise defined in this Note have the respective
meamngs as set forth in the Indenture.

The principal and interest on this Note shall be payable 1n installments at the times and in the
amounts determined as provided in the Loan Agreement dated as of July 1, 1999, as amended by the First
Supplemental Loan Agreement dated as of September 1, 2008 {25 amended and supplemented in
accordance with its terms, the “Loan Agreement™), between the Company and the Authority (the “Loan
Aymﬂmﬁ&zﬂmimfofﬂlmmmmpa}mdmmtmﬂusﬂotembcpaldm
December 1, 2014, Baﬁxpﬂnczpa!mdmmmﬁerﬂns&mshaﬂbcpayab&at&epnmpalmmte
trust office of UMB BANK, N.A, Kansas City, Missouri (the “Trustee™). Ths Note is subject to
mandatory and optional prepayment as provided in the Loan Agreement, with such prepayments being first
applied to interest and next to principal.

This Note is made pursuant to the Loan Agreement wherein, among other things, the Authority has
agreed to loan to the Company and the Company has agreed to take a Joan in the principal amount sbove,
bemg the proceeds from the sale of the Authonty’s Water Fecilities Refunding and Jmprovement Revenue
Ponds (The Raytown Water Company) Series 2008 (the “Bonds™). The Bonds are being issued by the
Authority pursummt to the Indenture of Trust dated ss of July 1, 1999, asm&dbyﬂ:cl‘m
Supplemental Indenture of Trust dated as of September 1, 2008 (as amended and supplemented in
accordance with its terms, the “Indenture™).

Upon the occurrence of any Event of Default as deseribed in the Loan Agreement, all unpaid
principal of and interest on this Note may be declared to be forthwith duc and payable in the manmer and
with the effect provided in the Loan Agreement. Failure to exercise this option shall not constitute a waiver
of the right to exercise the same in the event of any subsequent occurrence of such an Event of Default. If
this Note shall be placed in the hands of an attorney or attomeys for collection, the Company agrees to pay,
in addition to the amount due hereon, the reasonable costs and expenses of collection, including reasonable
attixneys’ fees,

‘The obligations of the Company to make Loan Payments and Additional Payments shall be absolute

and unconditionsl, and the Company shall make such payments without abatement, dimimution or deduction
regardless of any cause or circumstances whatsoever including, without limitation, any defense, set—off,
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recoupment or counterclaim which the Company may have or assert against the Authority, the Trustee or
any other Person,

If thus Note is placed in the hands of an attamey or stiomeys for collection, the Company agrees to
pay, in addition to the amount due hereon, the reasonable costs and expenses of collection, including

reasonable attomeys’ fees. All parties to this Note, whether principal, surety, guarantor or endorser, hereby
waive presentment for payment, demand, protest, notice or protest and notice of dishoner.

Oral agreements or comumibnents to loan money, extend credit or to forbear from enforcing
repayment of a debt including promises to extend or reaew such debt are not enforceable. To protect

you (borrower) and us {creditor) from misunderstanding or disappointment, any agreements we
reach covering such matters are contained in this writing, which is the complete and exclusive
statement of the apreement between us, except as we may later agree in writing to modify it.

Thus Note shall be governed by the laws of the State of Missouri.

THE RAYTOWN WATER COMPANY

By:
[SEAL] President

ATTEST:

(Assistant) Secretary
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ENDORSEMENT

Pay to the order of UMB Bank, N.A, as Trustee, pursuant to the Indenture between the
undersigned and said bapk, the Trustes to hold and apply all funds received under this Note as provided in
the Indenture. This assignment is without recourse against the undersigned.

STATE ENVIRONMENTAL IMPROVEMENT AND
ENERGY RESOURCES AUTBORITY

By:

Chairman
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EXHIBIT B
TO LOAN AGREEMENT

DESCRIFTION OF THE PROJECT

The Project includes the installation of water lines, the acquisition of
vehicles and a valve exerciser,
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SECOND SUPPLEMENTAL LOAN AGREEMENT

Dated as of February 1, 2013

between the

STATE ENVIRONMENTAL IMPROVEMENT
AND ENERGY RESOURCES AUTHORITY

and

THE RAYTOWN WATER COMPANY

Relating to

$1,015,000
Water Facilities Revenue Bonds
(The Raytown Water Company)
Series 2013

THIS SECOND SUPPLEMENTAL LOAN AGREEMENT HAS BEEN ASSIGNED TO, AND IS
SUBJECT TO A SECURITY INTEREST IN FAVOR OF UMB BANK, N.A., TRUSTEE UNDER
AN INDENTURE OF TRUST DATED AS OF JULY 1, 1999, AS AMENDED BY THE FIRST
SUPPLEMENTAL INDENTURE OF TRUST PATED ASOF SEPTEMBER 1, 2008, AND THE
SECOND SUPPLEMENTAL INDENTURE OF TRUST DATED AS OF FEBRUARY 1, 2013, AS
AMENDED AND SUPPLEMENTED FROM TIME TO TIME.
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SECOND SUPPLEMENTAL LOAN AGREEMENT

THIS SECOND SUPPLEMENTAL LOAN AGREEMENT dated as of February 1, 2013 {this
“Second Supplemental Loan Agreement”), by and between the STATE ENVIRONMENTAL
IMPROVEMENT AND ENERGY RESOURCES AUTHORITY, a body corporate and politic and s
governmental instrumentality of the State of Missouri (the “Authority™), and THE RAYTOWN
WATER COMPANY, a corporation organized and existing under the laws of the State of Missouri (the
“Company”);

RECITALS:

1. The Authority is authorized and empowered, under the provisions of Sections 260.005 to
260.125, inclusive, R.5.Mo., as amended, and Appendix B(1) thereto (the “Act”), to issue bonds and loan
the proceeds thereof for any of the purposes of the Act, inciuding the payment of “costs™ of “water
facilities” as defined in the Act.

2. Pursuant to the Act and a resolution duly adopted by the Authority, the Authority
previously issued its $2,470,000 original principal amount of Water Facilities Refunding Revenue Bonds
{The Raytown Water Company) Series 1999A (the “Prior Bonds™), under an Indenture of Trust (the
“Original Indenture”) dated as of July 1, 1999 between the Authority and UMB Bank, N.A. (the
“Trustee”) for the purpose of making a loan to the Company pursuant to a Loan Agreement dated as of
July 1, 1999 (the “Original Loan Agreement”), to provide funds to refinance the costs for construction,
acquisition and installation of transmission mains and an elevated water tank at 9906 East 63™ Street

{Rear), Raytown, Missouri.

3. Pursuant to the Act and a resolution duly adopted by the Awthority, the Authority
previously issued its $970,000 principal amount of Water Facilities Refunding and Improvement
Revenue Bonds (The Raytown Water Company) Series 2008 (the “Series 2008 Bonds™), under a First
Supplemental Trust Indenture dated as of September 1, 2008 (the “First Supplemental Indenture”) for the
purpose of making a loan to the Company under the terms of a First Supplemental Loan Agreement dated
as of September 1, 2008 (the “First Supplemental Loan Agreement”), between the Authority and the
Company, to provide funds, together with other available funds of the Company, to refund the Prior
Bonds to finance and refinance the costs of the project financed with the Prior Bonds and to finance the
costs of additional transmission mains, vehicles and equipment for the Company, to fund a debt service
reserve and pay costs related to the issuance of the Series 2008 Bonds.

4. The Company has requested that the Authority make a loan to the Company for the
purpose of providing funds to finance the costs of other improvements for the Company and to pay
certain related costs, all as more fully defined and described in this Second Supplemental Loan
Agreement (with the Original Loan Agreement as amended by the First Supplemental Loan Agreement
and this Second Supplemental Loan Agreement being the “Loan Agreement”) and in the below defined
Indenture, in consideration of payments by the Company which will be sufficient to pay the principal of,
redemption premium, if any, and the interest on the bonds issued by the Authority.

5. In order to provide funds to make the loan to the Company, the Authority is issuing
$1,015,000 principal amount of Water Facilities Revenue Bonds (The Raytown Water Company) Series
2013 (the “Series 2013 Bonds™) pursuant to the Act and the Original Indenture, as supplemented by the
First Supplemental Indenture and the Second Supplemental Indenture of Trust dated as of February |,
2013 (the “Second Supplemental Indenture,” with the Original Indenture as amended by the First



Supplemental Indenture and the Second Supplemental Indenture being the “Indenture™) by and between
the Authority and UMB Bank, N.A ., Kansas City, Missouri, as Trustee (the “Trustee™); and

6. To evidence the loan, the Company is concurrently with the delivery of this Second
Supplemental Loan Agreement issuing to the Authority its Promissory Note, Series 2013 (the “Series
2013 Note”), in the principal amount of $1,015,000, substantially in the form of Exhibit A.

7. The Authority and the Company are entering into this Second Supplementai Loan
Agreement to provide for the loan of the proceeds of the Series 2013 Bonds to the Company and the
repayment of the Series 2013 Note.

AGREEMENT:
ARTICLE 1
DEFINITIONS; RULES OF CONSTRUCTION

Section 1.1.  Definitions of Words and Terms. Capitalized terms not otherwise defined
herein shall have the meanings set forth in the Indenture.

ARTICLETI
REPRESENTATIONS

Section 2.1.  Representations by the Authority. The Authority represents to the Company
and the Trustee as follows:

(a Organization and Authority. The Authority (1) is a governmental instrumentality and
body corporate and politic duly organized and existing under the laws of the State, and (2) has lawful
power and authority to enter into, execute and deliver this Second Supplemental Loan Agreement and to
carry out its obligations hereunder and to endorse and deliver the Series 2013 Note, and by all necessary
corporate action has been duly authorized to execute and deliver this Second Supplemental Loan
Agreement and the Series 2013 Note and any other Bond Documenis required to be executed and
delivered by it in connection with the issnance of the Series 2013 Bonds, acting by and through its duly
authorized officers.

{b) No Defaults or Violations of Law. The execution and delivery of this Second
Supplemental Loan Agreement, the Series 2013 Note and any other Bond Documents by the Authority
will not result in a breach of any of the terms of, or constitute a default under, any indenture, mortgage,
deed of trust, lease or other agreement or instrument to which the Authority is a party or by which it or
any of its property is bound or its bylaws or any of the constitutional or statutory rules or regulations
applicable to the Authority or its property.

Section 2.2.  Representations by the Company. The Company represents to the Authority
and the Trustee as follows:

(a) Existence. The Company is a corporation duly organized, legally existing and in good
standing under the laws of the State and is in good standing under the laws of all jurisdictions wherein
the business transacted by it makes such qualification necessary; has all requisite power and authority
and all necessary licenses and permits to own and operate its properties and to carry on its business as
now conducted and as presently proposed to be conducted and to enter into those Bond Documents to
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which it is a party and the other agreements referred to herein and transactions contemplated thereby and
to carry out the provisions and conditions of those Bond Documents to which it is a party.

(b} Due Execution and Delivery. The Company has full power, authority and legal right to
incur the obligations provided for in, to execute and deliver and to perform and observe the terms and
provisions of, the Bond Documents to which it is a party, and each of the Bond Documents to which it is
a party has been duly executed and delivered by the Company by appropriate and all required action, and
the Company has obtained all requisite consents to the transactions contemplated thereby under any
instrument to which it is a party, and those Bond Documents to which it is a party constituie the legal,
valid and binding obligations of the Company enforceable in accordance with their respective terms
except to the extent enforcement thereof may be limited by bankruptcy, insolvency, reorganization or
other laws affecting creditors rights or principles of equity.

(c) Neo Breach of Other instruments. Neither the execution and delivery of those Bond
Documents to which the Company is a party nor the compliance by the Company with the terms and
conditions of such Bond Documents, nor the consummation of the transactions contemplated thereby,
will conflict with or result in a breach of any of the terms, conditions or provisions of its organizational
documents or any agreement or instrument or other restriction or law, regulation, rule or order of any
governmental body or agency to which the Company is now a party or is subject, or constitute a default
thereunder, or result in the creation or imposition of a lien, charge or encumbrance of any nature
whatsoever upon any of the property or assets of the Company in violation of the terms of any such
agreement or instrument.

(d) Governmental Consent. Because the Company is a public utility regulated by the
Missouri Public Service Commission (the “Commission™) pursuant to Chapters 386 and 393 of the
Missouri Revised Statutes, execution of the Bond Documents, consummation of the transactions therein
contemplated, and the offer, issue, sale and delivery of the Series 2013 Bonds require the authorization of
the Commission. The Commission’s authorization was obtained in the Report and Order issued by the
Commission on September 4, 2012, to be effective on September 14, 2012, in case No. WF-2012-0413.
No other governmental action or approval is required for the offer, issue, sale and delivery of the Series
2013 Bonds and the receipt of the loan of the proceeds of the Series 2013 Bonds by the Company.

(e) Collateral. The Company has good ftitle to its Property, free and clear of all liens,
pledges, mortgages, security interests, charges, claims and other encumbrances, except for Permitted
Encumbrances and as otherwise provided in the Bond Documents.

43 Absence of Defaults, Etc. The Company is not (i) in default under any indenture or
material contract or agreement to which it is a party, (ii) in violation of its organizational docurnents, (iii)
in default with respect to any order, writ, injunction or decree of any court, or (iv) in default under any
charter, order or license of any federal or state governmental department, which default or violation in
any of the aforesaid cases has a Material Adverse Effect. There exists no condition, event or act which
constitutes, or after notice or lapse of time or both would constitute, an Event of Default.

) Financial Condition. The annual financial statements of the Company for its Fiscal Year
ended December 31, 2011, which have been delivered to the Authority and the Original Purchaser, have
been prepared in accordance with accounting principles generally accepted in the United States of
America, consistently applied, and present fairly the financial condition and changes in financial position
of the Company as at the date or dates and for the period or periods stated. Since December 31, 2011,
the Company has not incurred any material liabilities or obligations, direct or contingent, not in the
ordinary course of business and there has not been any change in the business, properties or condition,
financial or otherwise, of the Company, except for changes arising in the ordinary course of business.
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(h) Litigation. Except as described in the Financial Statements or as otherwise disclosed in
writing to the Authority and the Original Purchaser, at the date of this Agreement there is no litigation,
legal or administrative proceeding, investigation or other action of any nature pending or, to the
knowledge of the Company, threatened against or affecting the Company or any Affiliate which involves
the possibility of any judgment or liability not fully covered by insurance and which wouid have a
material adverse effect on the Company or any Affiliate.

() Pension and Welfare Flans. Each pension plan, if any, complies in all material respects
with all applicable statutes and governmental rules and regulations; no reportable event has occurred and
is continuing with respect to any pension plan; neither the Company nor any ERISA Affiliate has
withdrawn from any Multiemployer Plan in a “complete withdrawal” or a “partial withdrawal” as defined
in sections 4203 or 4205 of ERISA, respectively; no steps have been instituted by the Company to
terminate any pension plan which termination would have a material adverse effect upon the Company;
and no condition exists or event or transaction has occurred in connection with any Pension Plan or
Multiemployer Plan which could result in the Company or any ERISA Affiliate incurring any material
liability, fine or penalty. Neither the Company nor any ERISA Affiliate is a2 “contributing sponsor” as
defined in Section 4001(a)13) of ERISA of a “single-employer plan” as defined in Section 4001(a)(15)
of ERISA which has two or more confributing sponsors at least two of whom are not under common
control. Neither the Company nor any Affiliate has any contingent liability with respect to any
“employee welfare benefit plans,” as defined in Section 3(1) of ERISA, which covers retired employees
and their beneficiaries.

) Patents, Licenses, Etc. The Company possesses all of the necessary patents, licenses,
trademarks, trademark rights, tradenames, tradename rights and copyrights to conduct its businesses as
now conducted, without conflict with any patent, license, trademark, tradename or copyright of any other
Person, except as to which the failure of such possession would not have a material adverse effect upon
the Company.

(k) Taxes. The Company has filed or caused to be filed all federal, state and local tax
returns which are required to be filed and has paid or caused to be paid all taxes as shown on said returns
or on any assessinent to the extent such taxes have become due, except for taxes which are being
contested in good faith and against which reserves, in accordance with accounting principles generally
accepted in the United States of America consistently applied, have been established and except for taxes
with respect to which a failure to so file retarns or make payment would not have a materiai adverse
effect upon the Company. The Company is not aware of any proposed material tax assessments against
it.

i) Compliance with Law. The Company is currently in compliance with any and ail laws,
ordinances or governmental rules and regulations to which it is subject and has obtained any and all
licenses, permits, franchises or other governmental authorizations necessary to the ownership of its
Properties or to the conduct of its businesses, except as to which such violation or failure to obtain would
not have a material adverse effect upon the Company.

(m)  Environmental and Safety and Health Matters. (i) The operations of the Company and
each Affiliate of the Company, to the best of Company’s knowledge and without having conducted any
environmental studies, comply in all material respects with (A) all applicable environmental laws, and
(B) all applicable occupational safety and health laws; (ii) none of the operations of the Company or any
Affiliate are subject to any judicial or administrative proceeding alleging the violation of any
environmental law or occupational safety and health law; {iii) none of the operations of the Company or
any Affiliate is the subject of federal or state investigation evaluating whether any remedial action 1s
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needed to respond to (A) spillage, disposal or release into the environment of any hazardous material or
other hazardous, toxic or dangerous waste, substance of constituent, or other substances, or (B) unsafe or
unhealthful condition at any premises of the Company or any Affiliate; (iv) neither the Company nor any
Affiliate of the Company has filed any notice under any environmental law or occupational safety and
health law indicating or reporting (A) any past or present spillage, disposal or release into the
environment of, or treatment, storage or disposal of, any hazardous matenial or other hazardous, toxic or
dangerous waste, substance or constituent, or other substance or (B) any unsafe or unheaithful condition
at any premises of the Company.

{n} Representations and Warranties in Orher Bond Documents. The Company represents
and warrants that all of the representations and warranties of the Company in the other Bond Documents
to which the Company is a party were true and correct in all material respects when made and are true
and correct in all material respects on the Closing Date.

ARTICLE Il
LOAN TO THE COMPANY; USE OF PROCEEDS

Section3.1. Loan of Fuuds to the Compauny. Simultaneously with the execution and
delivery of this Second Supplemental Loan Agreement, the Authority will loan the proceeds of the sale
of the Series 2013 Bonds to the Company. The Company agrees to receive such loan from the Authority,
for the purposes provided herein and in the Indenture. The loan is evidenced by the Series 2013 Note in
the principal sum of $1,015,000.

Section 3.2.  Use of Proceeds; Completion of the Series 2013 Project. The proceeds of the
Series 2013 Bonds will be deposited with the Trustee and applied as provided in the Indenture and in the
Loan Agreement, together with other available funds of the Company, to finance and refinance the costs
of the Series 2013 Project, to fund a debt service reserve and to pay certain costs related to the issuance
of the Series 2013 Bonds.

The Company shall cause the Series 2013 Project to be diligently and continuously pursued and
to be completed with reasonable dispatch, and to provide (from its own funds if required} all moneys
necessary to complete the Series 2013 Project substantiaily in accordance with Exhihbit B to this Second
Supplemental Loan Agreement.

The Company agrees to comply with all of the provisions set forth in the Indenture with respect
to the construction of the Series 2013 Project and to perform all obligations of the Company set out int the
Indenture.

Section 33.  Project Documents. The Company, at its own cost and expense, shall maintain
in its files and available for inspection by the Trustee copies of the following documents at such time as
such documents become available and in any event by the time work is commenced on the portion of the
Series 2013 Project to which they relate:

{a) Plans and Specifications.  All available preliminary and final plans and
specifications for the Series 2013 Project.

{b) Construction Contracts. All architect’s and general contractor’s contracts for the

Series 2013 Project and all prime subcontractor’s contracts and purchase orders for any
equipment included in the Series 2013 Project.
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{c) Licenses and Permits. Licenses and permits to construct and occupy the Series
2013 Project and to operate the existing facilities of the Company, including all
approvals and other permits for the acquisition, construction and equipping portions of
the Series 2013 Project from any governmental agency as may be necessary for such
work.

(d) Payment and Performance Bonds. Payment and performance bonds insuring the
Company, the Authority and the Trustee as their respective interests may appear against
delays in completion of all construction contracts, against failure timely to complete the
portion of the Series 2013 Project financed with the proceeds of the Series 2013 Bonds
in accordance with the plans and specifications therefor, and against claims for payment
to cover labor and material used or reasonably required for use in the performance of the
construction contracts.

Section 3.4.  Changes or Amendments to Series 2013 Project. The Company may make,
authorize or permit such changes or amendments in the Series 2013 Project as it may reasonably
determine to be necessary or desirable; provided, however, that no such change or amendment shall be
made to the Series 2013 Project that would cause a material change in the cost, scope, nature, or function
of the Series 2013 Project, unless the Company shall file with the Trustee:

(a) an Officer’s Certificate to the effect that the Series 2013 Project will, after such
change or amendment, continue to constitute “water facilities” within the meaning of the
Act, and such change or amendment will not result in any Property of the Company
being used for any purpose prohibited by the Loan Agreement or otherwise result in the
Company failing to comply with any provisions of the Loan Agreement;

(b} an opinion of Bond Counsel addressed to the Trustee and the Authority to the
effect that (A) such change or amendment will not result in the interest on the Series
2013 Bonds becoming includable in gross income for purposes of federal income
taxation, and (B} such change or amendment will not cause the average maturity of the
Series 2013 Bonds to exceed 120% of the average reasonably expected econonic life of
the facilities financed or refinanced with proceeds of the Series 2013 Bonds; and

(c) an Officer’s Certificate to the effect that the Company expects to be able to
shorten the average maturity of the Series 2013 Bonds to not exceed 120% of the
average reasonably expected economic life of the facilities financed or refinanced with
proceeds of the Series 2013 Bonds, as recalculated in accordance with the provisions of
the Code, through the deposit to the Debt Service Fund as described below in this
Section.

If any change or amendment would render materially inaccurate the description of the Series
2013 Project in Exhibit B to this Second Supplemental Loan Agreement, there shall be delivered to the
Trustee a revised Exhibit B containing a description of the Series 2013 Project that reflects such change,
the accuracy of which shall have been certified by an Officer’s Certificate.

If any change or amendment to the Series 2013 Project would cause 2 material change in the cost,
scope, nature or function of the Series 2013 Project as described in this Section, the Company at the
completion of the Series 2013 Project shall recalculate the average reasonably expected economic life of
the Series 2013 Project, as completed. If any such recalculation demonstrates that the average maturity
of the Series 2013 Bonds exceeds 120% of the average reascnably expected economic life of the
facilities financed or refinanced with proceeds of such Bonds, the Company shall instruct the Authority

£



and the Trustee to call Series 2013 Bonds for redemption pursuant to the Indenture and to pay to the
Trustee for deposit in the Debt Service Fund held under the Indenture, as a prepayment of the Series
2013 Note, an amount which, when applied by the Trustee fo redeem Series 2013 Bonds, is sufficient,
based on an opinion of Bond Counsel addressed to the Trustee and the Authority, to cause the average
maturity of the Series 2013 Bonds to be no more than 120% of the average reasonably expected
economic life of the facilities financed or refinanced with proceeds of such Bonds. Such deposit to the
Debt Service Fund shall be made at such time as will permit the Trustee to give proper notice of
redemption pursuant to the Indenture on the first date the Bonds may be optionally redeemed.

Section 3.5. Enforcement of Contracis and Surety Bonds. in the event of a material
default of any contractor or subcontractor under any construction contract or any other contract made in
connection with the Series 2013 Project, or in the event of a material breach of warranty with respect to
any materials, workmanship or performance, the Company will promptly proceed, either separately or in
conjunction with others, to pursue diligently the remedies of the Company against the contractor or
subcontractor in default and against any surety on a bond securing the performance of such contract. Any
amounts recovered by way of damages, refunds, adjustments or otherwise in connection with the
foregoing, after deduction of expenses incurred in such recovery and after reimbursement to the
Company of any amounts theretofore paid by the Company and not previously reimbursed to the
Company for correcting or remedying of the default which gave rise to the proceedings against the
contractor, subcontractor or surety, shall be paid into the Project Fund if received before the date of
completion of the Series 2013 Project, and otherwise shall be deposited as provided in the Indenture.

ARTICLEIV
LOAN PAYMENTS AND OTHER PAYMENTS
Section 4.1. Loan Payments.

(a) The Company will duly and punctually pay the principal of, prepayment penalty, if any,
and interest on the Notes on the dates and at the places and in the manner specified in the Notes and in
the Loan Agreement, according to the true intent and meaning thereof and hereof. Notwithstanding any
schedule of payments upon the Notes set forth in the Loan Agreement or in the Notes, the Company
agrees to make payments upon the Notes and be liable therefor at the times and in the amounts (inchuding
principal, interest and redemption premium, if any) equal to the amounts to be paid as interest, premium,
if any, and principal, whether at maturity or by redemption, upon the Bonds Outstanding under the
Indenture.

(b) To provide for the payment of the Series 2013 Note, and the principal of and interest on
the Series 2013 Bonds, subject to the prepayment requirements of Section 4.5 of the Criginal Loan
Agreement, the Company will make the following payments directly to the Trustee, from moneys
available to the Company, for the account of the Authority, for deposit in the Debt Service Fund, on the
following dates, and otherwise as set out below:

N Interest: On the fifteenth day of each calendar month {or on the next Business
Day thereafter if the fifteenth is not a Business Day), commencing March 15, 2013, a prorata
portion of the amount of interest to become due on the Bonds on June 1, 2013, and on the
fifteenth day of each calendar month thereafter {or on the next Business Day thereafter if the
fifteenth is not a Business Day) commencing with the month of June, 2013, an amount which is
not less than one-sixth of the interest to become due on the next ensuing Interest Payment Date
on the Bonds. The Company’s obligation will be reduced by the amount of the applicable credits
under Section 4.3.
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2) Principal: On the fifteenth day of each month (or on the next Business Day
thereafier if the fifteenth is not a Business Day) commencing December 15, 2014 and ending on
November 15, 2015, a pro rata portion of principal due on the Bonds on December I, 2015, and
on the fifteenth day of each month thereafter (or on the next Business Day thereafter if the
fifteenth is not a Business Day) commencing December 15, 2615, an amount which is not less
than one-twelfth of the next installment of principal due on the Bonds, whether by maturity,
mandatory sinking fund redemption or otherwise. The Company’s obligation will be reduced by
the amount of the applicable credits under Section 4.3.

(©) Unpaid Loan Payments will bear interest from the due date at the annual rate of the
Prime Rate plus 2% calculated on the actual number of days elapsed and a 360-day year. Any interest
charged and collected on unpaid Loan Payments will be deposited in the Debt Service Fund and applied
to pay interest on overdue amounts in accordance with Section 707 of the Indenture.

(@) Any supplements to the Loan Agreement authorizing the issuance of Additional Bonds
and Additional Notes will provide for similar monthly deposits to the Debt Service Fund of amounts
sufficient to provide for the prompt payment of the principal of, premium, if any, and interest on any
Additional Bonds or Additional Notes as the same become due.

(e) It is the intent of this Section that the Company’s loan repayment obligation be in the
amounts and at the times necessary to enable the Trustee, on behalf of the Authority, to pay all amounts
payable with respect to the Bonds when due, whether as principal, premium, interest or otherwise, and
whether at maturity or by redemption or acceleration of maturity or otherwise

Section4.2.  Additional Payments. The Company agrees to make the following additional
payments:

(a) Rebate Payments: to the Trustee, all rebate payments required under Section
148(f) of the Code and the Tax Compliance Agreement, to the extent such amounts are not
available to the Trustee in the Rebate Fund or other funds and accounts held under the Indenture;

(b} Trustee Fees and Professional Fees: to the Trustee and any Paying Agent,
registrars; counsel, accountants, engineers and other Persons, when dve, all reasonable fees,
charges and expenses of such Persons for services rendered under the Indenture and under any
Bond Document and expenses incurred in the performance of such services under the Indenture
and any Bond Document for which such Persons are entitied to payment or reimbursement;

{c) Authority Fees and Expenses: to the Authority upon demand, its regular fees
and charges and all reasonable expenses incurred by the Authority in relation to the transactions
contemplated by the Loan Agreement, the Indenture and any other Bond Document which are not
otherwise required to be paid by the Company under the terms of the Loan Agreement, including
all fees and charges of the Authority as provided for under the Act and payable to the Authority;

{d) Advances: to the Authority or the Trustee, as the case may be, the amount of all
advances of funds made by any of them under the provisions of Section 8.8, with interest thereon
at the Prime Rate plus 2%;

{e) Debt Service Reserve Fund Deposits: to the Trustee upon demand, for deposit in
the Debt Service Reserve Fund, monthly on the next Loan Payment date which follows the
Trustee’s demand, one-sixth of any valuation deficiency in the Debt Service Reserve Fund, one-
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twelfth of any deficiency for moneys withdrawn from the Debt Service Reserve Fund, or such
other amount according to a schedule approved by the Owners of not less than a majority in
principal amount of Bonds then Outstanding as provided in Section 406(c) of the Qriginal
Indenture;

{f) Repair and Replacement Fund Deposits: The Company will establish in its
custody a Repair and Replacement Fund for the operation of its water facilities. The Company
shall deposit in the Repair and Replacement Fund, the sum of $25,000 at the time of issuance of
the Series 2013 Bonds, and $10,000 on the fifteenth day of each month (or on the next Business
Day thereafter if the fifteenth day is not a Business Day), if at any time the amount on deposit in
the Repair and Replacement Fund is less than $25,000 until the amount in the Repair and
Replacement Fund aggregates $25,000. Moneys in the Repair and Replacement Fund may be
first used by the Company to make up any deficiencies in the Debt Service Fund and the Debt
Service Reserve Fund (in that order), and the balance, so Jong as no Event of Default exists under
the Bond Documents, may be withdrawn by the Company to pay the costs of repairs and
replacements to the Facilities. Any supplements to this Loan Agreement authorizing the issuance
of Additional Bonds and Additional Notes will provide for similar monthly deposits into the
Repair and Replacement Fund amounts sufficient to increase, if necessary, the deposits to the
Repair and Replacement Fund as required by the Indenture or the Loan Agreement; and

(& Attorneys Fees and Other Expenses: to the Authority and the Trustee, as
applicable, all indemnity payments required to be made under Sections 5.18 and 5.19 (such
indemnity payments being due to the Authority or the Trustee, as applicable, upon written
demand therefor and accruing interest at the annual rate of the Prime Rate plus 2% following 60
days after notice of demand therefor) of the Original Loan Agreement.

Section 4.3.  Credits on Loan Payments.

{a) Any moneys deposited by the Trustee or the Company in the Debt Service Fund
(including moneys received as accrued interest from the sale of Bonds and any initial deposit made from
the proceeds of the sale of any series of Bonds) will be credited against the obligation of the Company to
pay interest on the Notes as the same become due.

)] Any moneys deposited by the Trustee or the Company in the Debt Service Fund shall be
credited against the obligation of the Company to pay the principal of the Notes as the same become due
in the order of maturity thereof, except that prepayments for purposes of making an optional deposit for
redemption will be applied to the maturities of principal of the respective Note corresponding to the
series and maturities of the Bonds to be redeemed or purchased, delivered and cancelled from the
proceeds of such optional deposit.

{c) The principal amount of Bonds of any series and maturity purchased by the Company
and delivered to the Trastee, or purchased by the Trustee and cancelled, shall be credited against the
obligation of the Company to pay principal on the Note related to such series of Bonds so purchased
(including instaliment payments corresponding to mandatory sinking fund payments, if any, on the
Bonds); provided, however, that deposit of a Bond of one series and maturity may not be credited against
a payment which would be used, in the normal course, to retire 2 Bond of apother series and maturity.

(d) The amount of any moneys transferred by the Trustee from any other fund held under the

Indenture and deposited in the Debt Sexrvice Fund shall be credited against the obligation of the Company
to pay interest or principal, as the case may be, as the same become due.

9.



Section 4.4.  Prepayment. Whenever any Bonds have been called for redemption under any
provision of the Indenture, the Company will prepay the applicable Note in such amount as is required to
redeem the Bonds, including the principal, redemption premium, if any, and accrued interest thereon to
the redemption date. The Company further agrees that in the event the payment of principal of and
interest on the Bonds is accelerated upon the occurrence of an Event of Default under the Indenture, all
Loan Payments payable for the remainder of the term of the Loan Agreement will be accelerated and
prepayment will be made on the applicable Note in such amounts. Any prepayments will be deposited in
the Debt Service Fund, as required by the Indenture or the Loan Agreement or as designated by the
Company and applied by the Trustee in accordance with the provisions of the Indenture. Any
prepayment shall be credited against Loan Payments to become due on the applicable Note. The
Company may also prepay any Note in whole or in part by providing for the payment of all or any
portion of the Bonds in accordance with the Indenture.

Section 4.5.  Assignment of Security Interest in Unrestricted Receivables and Personal
Property.

(a) In order to secure the payment of the Series 2013 Note and the performance of the duties
and obligations of the Company under the Series 2013 Note and the Loan Agreement, the Company
pledges and assigns unto the Authority and its successors and assigns forever, and grants a security
interest in, all Unrestricted Receivables of the Company and the tangible personal property and
equipment financed with the proceeds of the Bonds (the “Secured Property™), the creation of which
security interest is governed by the Uniform Commercial Code of the State.

(b) The Company, at its own expense, will take all necessary action to maintain and preserve
the security interest in the Secured Property granted by the Loan Agreement so long as any Bonds, the
Series 2013 Note, any Additional Notes or Additional Obligations are Outstanding. In addition, the
Company, immediately after the execution and delivery of this Second Supplemental Loan Agreement
and thereafter from time to time, will cause the Loan Agreement and any financing statements in respect
thereof to be filed, registered and recorded in such manner and in such places as may be required by law
in order to fully perfect and protect the security interest hereof and thereof and from time to time will
perform or cause to be performed any other act as provided by law and will execute or cause to be
executed any and all continuation statements and further instnments that may be requested by the
Trustee for such perfection and protection. Except to the extent it is exempt therefrom, the Company
shall pay or cause to be paid all filing, registration and recording fees and all expenses incident to the
preparation, execution and acknowledgment of such instruments of perfection, and all federal or state
fees and other similar fees, duties, imposts, assessments and charges arising out of or in connection with
the execution and delivery of the Loan Agreement and such instruments of perfection. In the event that
the Company fails to execute any of such instrurnents within 10 days after demand to do so, the Company
does hereby make, constitute and irrevocably appoint the Trustee as its attorney-in-fact and in its name,
place and stead so to do.

©) Notwithstanding the security interest granted in the Secured Property under the Loan
Agreement, it is understood and agreed that so long as the Company makes when due and payable all
Loan Payments hereunder, all payments of principal of and interest on Additional Obligations and all
Additional Payments required by the Loan Agreement, including without limitation the payments
described in Sections 4.1 and 4.2, the Company shall be entitled to utilize the Secured Property and
Revenues for its proper corporate purposes.

Section 4.6.  Financial Statements. The Company will furnish or cause to be fummished to
the Original Purchaser of the Series 2013 Bonds and, at the request addressed to the Company, any
Owner of Bonds of at least 25% of the principal amount of the Series 2013 Bonds then Outstanding, as
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soon as available but in any event within 120 days afier the end of each Fiscal Year, balance sheets and
statements of income and retained eamings of the Company, reviewed by an Accountant in accordance
with accounting principles generally accepted in the United States of America.

ARTICLE V
MISCELLANEOUS PROVISIONS

Section 5.1.  Term of Second Supplemental Loan Agreement. This Second Supplemental
Loan Agreement shall be effective concurrently with the initial issuance and delivery of the Series 2013
Bonds and shall continue in force and effect until the principal of, redemption premium, if any, and
interest on all of the Series 2013 Bonds have been fully paid (or provision for their payment shall have
been made in accordance with the Indenture) together with all other sums to which the Authority and the
Trustee are entitled from the Institution under the Loan Agreement and the Series 2013 Note,

Section 5.2.  Consent of Company to Second Supplemental Indenture, The Company
hereby consents and agrees to the execution and delivery of and the provisions set forth in the Second
Supplemental Indenture.

Section 5.3.  Applicability of the Original Loan Agreement, the First Supplemental Loan
Agreement and Second Supplemental Loan Agreement. Except as otherwise provided in this Second
Supplemental Loan Agreement, the provisions of the Original Loan Agreement and the First
Supplemental Loan Agreement ar¢ hereby ratified, approved and confirmed and incorporated herein.
This Second Supplernental Loan Agreement shall be construed as having been authorized, executed and
delivered under the provisions of Section 901(e) of the Original Indenture.

Section 5.4.  Severability. If any provision of this Second Supplemental Loan Agreement is
held invalid or unenforceable by any court or competent jurisdiction, such holding shall not invalidate or
render unenforceable any other provision hereof. All covenants of the Company will be given
independent effect so that, if a particular action or condition is prohibited by any of such covenants, the
fact that it would be permitted by an exception to, or be otherwise within the limitations of, another
covenant shall not avoid the occurrence of a Defanlt or Event of Default if such action is taken or
condition exists.

Section 5.5,  Counterparts. This Second Supplemental Loan Agreement is being executed in
any number of counterparts, each of which is an original and all of which are identical. Each counterpart
of this Second Supplemental Loan Agreement is to be deemed an original hereof and ail counterparts
collectively are to be deemed but one instrument.

Section 5.6. Governing Law. It is the intention of the parties hereto that this Second
Supplemental Loan Agreement and the rights and obligations of the parties hereunder shall be governed
by and construed and enforced in accordance with the laws of the State.

Section 5,7. Entire Agreement. ORAL AGREEMENTS OR COMMITMENTS TO LOAN
MONEY, EXTEND CREDIT OR TO FORBEAR FROM ENFORCING REPAYMENT OF A
DEBT INCLUDING PROMISES TO EXTEND OR RENEW SUCH DEBT ARE NOT
ENFORCEABLE. TO PROTECT THE COMPANY AND THE AUTHORITY FROM
MISUNDERSTANDING OR DISAPPOINTMENT, ANY AGREEMENTS THE COMPANY AND
THE AUTHORITY REACH COVERING SUCH MATTERS ARE CONTAINED IN THIS
WRITING, WHICH IS THE COMPLETE AND EXCLUSIVE STATEMENT OF THE
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AGREEMENT BETWEEN THE AUTHORITY AND THE COMPANY, EXCEPT AS THE
AUTHORITY AND THE COMPANY MAY LATER AGREE IN WRITING TO MODIFY IT.

Section 5.8,  Electronic Transaction. The parties agree that the transactions described herein
may be conducted and related documents may be stored by electronic means. In addition, the
transactions described herein may be conducted and related documents may be stored by electronic
means, copies, telecopies, facsimiles, ¢lectronic files and other reproductions of original executed
documents shall be deemed to be authentic and valid counterparts of such original documents for ali
purposes, including the filing of any claim, action or suit in the appropriate court of law.

[Remainder of this page intentionally left blank]
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IN WITNESS WHEREOF, the Authority and the Company have caused this Second
Supplemental Loan Agreement to be executed as of the day and year first above wriiten.

STATE ENVIRONMENTAL IMPROVEMENT
AND ENERGY RESOURCES AUTHORITY

o AL

Chairman /

[Seal}

ATTEST:

b e —

~ Secretary

Second Supplemental Loan Agreement
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THE RAYTOWN WATER COMPANY

{SEAL]

ATTEST:

Secretary '%

Second Suppiemental Loan Agreemest
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EXHIBIT A
TO LOAN AGREEMENT

PROMISSORY NOTE
(SERIES 2013)

$1,015,000 Dated as of February 13, 2013

FOR VALUE RECEIVED, the undersigned THE RAYTOWN WATER COMPANY (the
“Company™), promises to pay to the order of the STATE ENVIRONMENTAL IMPROVEMENT
AND ENERGY RESOURCES AUTHORITY (the “Authority”), at its office in Jefferson City,
Missouri, or such other place as the owner hereof may designate in writing, the sum of ONE MILLION
FIFTEEN THOUSAND DOLLARS ($1,015,000), with interest thereon from the date of delivery hereof
at the rates per annum on the cutstanding principal balance hereon from time to time as provided in the
below defined Indenture. Terms not otherwise defined in this Note have the respective meanings as set
forth in the Indenture {defined herein).

The principal and interest on this Note shall be payable in installments at the times and in the
amounts determined as provided in the Loan Agreement dated as of July 1, 1999, as amended by the First
Supplemental Loan Agreement dated as of September 1, 2008 and the Second Supplemental Loan
Agreement dated as of February 1, 2013 (as amended and supplemented in accordance with its terms, the
“Loan Agreement”), between the Company and the Authority, with the final payment of all outstanding
principal and interest on this Note to be paid on December 1, 2020. Both principal and interest under this
Note shall be payable at the payment office of UMB BANK, N.A., Kansas City, Missouri (the “Trustee™).
This Note is subject to mandatory and optional prepayment as provided in the Loan Agreement, with such
prepayments being first applied to interest and next to principal.

This Note is made pursuant to the Loan Agreement wherein, among other things, the Authority has
agreed 1o loan to the Company and the Company has agreed to take a loan in the principal amount above,
being the proceeds from the sale of the Authority’s Water Facilities Revenue Bonds (The Raytown Water
Company) Series 2013 (the “Bonds”). The Bonds are being issued by the Authority pursuant to the
Indenture of Trust dated as of July 1, 1999, as amended by the First Supplemental Indenture of Trust
dated as of September 1, 2008 and the Second Supplemental Indenture of Trust dated as of February 1,
2013 (as amended and supplemented in accordance with its terms, the “Indenture”™).

Upon the occurrence of any Event of Default as described in the Loan Agreement, all unpaid
principal of and interest on this Note may be declared to be forthwith due and payable in the manner and
with the effect provided in the Loan Agreement. Failure to exercise this option shall not constitute a waiver
of the right to exercise the same in the event of any subsequent ocenrrence of such an Event of Default.

The obligations of the Company to make Loan Payments and Additional Payments shall be absolute
and unconditional, and the Company shall make such payments without abatement, diminution or deduction
regardless of any cause or circumstances whatsoever including, without limitation, any defense, set—off,
recoupment or counterclaim which the Company may have or assert against the Authority, the Trustee or
any other Person.



If this Note is placed in the hands of an attorney or attorneys for collection, the Company agrees to
pay, in addition to the amount due hereon, the reasonable costs and expenses of collection, including
reasonable attorneys” fees. All parties to this Note, whether principal, surety, guarantor or endorser, hereby
waive presentment for payment, demand, protest, notice or protest and notice of dishonor.

Oral agreements or commitments to loan money, extend credit or to forbear from enforcing
repayment of a debt including promises to extend or renew such debt are not enforceable. To protect
you (borrower) aud us (creditor) from misunderstanding or disappointment, any agreements we
reach covering such matters are contained in this writing, which is the complete and exclusive
statement of the agreement between us, except as we may later agree in writing to modify it.

This Note shall be governed by the laws of the State of Missouri.

THE RAYTOWN WATER COMPANY

By:
[SEAL] President

ATTEST:

Secretary

Al



ENDORSEMENT

Pay to the order of UMB Bank, N.A,, as Trustee, pursuant to the Indenture between the
undersigned and said bank, the Trustee to hold and apply all funds received under this Note as provided in
the Indenture. This assignment is without recourse against the undersigned.

STATE ENVIRONMENTAL IMPROVEMENT AND
ENERGY RESOURCES AUTHORITY

By:

Chairman
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EXHIBIT B
TO LOAN AGREEMENT

DESCRIPTION OF THE SERIES 2013 PROJECT
The Series 2013 Project includes the costs of certain drinking water facilities, including the

costs of replacement and expansion of transmission mains and related facilities along 63" Street,
Raytown Road and Blue Ridge Boulevard in the City of Raytown, Missouri.
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