This Preliminary Official Statement has been prepared for submission to prospective bidders for the bonds herein described and is in a form “deemed final” by the Corporation for purposes of SEC Rule 15¢2-12(b)(1), but

is subject to revision, amendment and completion in a final Official Statement. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to buy, nor shall there

be any sale of the bonds in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT
DATED NOVEMBER __, 2009

NEW ISSUE Rating: Moody’s (Insured): (Aa2)
BANK ELIGIBLE Moody’s (Underlying): (Baal)
(see “RATING” herein)

In the opinion of Bond Counsel, under existing law (i) interest on the Bonds will be excludible from gross
income of the holders thereof for purposes of federal income taxation and (ii) interest on the Bonds will not be a
specific item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations, all subject to the qualifications described herein under the heading “Tax Exemption. * The Bonds and
interest thereon are exempt from income taxation and ad valorem taxation by the Commonwealth of Kentucky and
political subdivisions thereof (see “Tax Exemption” herein).

$5,460,000*

CITY OF MURRAY, KENTUCKY
ELECTRIC PLANT BOARD
REFUNDING REVENUE BONDS,
SERIES 2009

Dated: Date of Issuance Due: June 1, 2010 and thereafter
on December 1, 2010-2021
as shown below

Interest on the Bonds is payable each June 1 and December 1, beginning June 1, 2010. The Bonds are
issuable in book entry form only, registered initially in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York ("DTC"). DTC will act as securities depository for the Bonds. Investors will not
receive certificates representing their interest in the Bonds purchased. Individual purchases will be made in book-
entry form only, in the denomination of $5,000 or any integral multiple thereof. Principal of and premium, if any,
on the Bonds will be payable at the principal corporate trust office of BB&T, Wilson, North Carolina, Paying Agent
and Bond Registrar. The Bonds are subject to redemption prior to maturity as described herein. Principal on the
Bonds is due on June 1, 2010 and on December 1 thereafter as follows:

Cusip# Maturity  Principal Interest Price/ Cusip#  Maturity Principal  Interest Price/

627085-- Date Amount Rate Yield 627085-- Date Amount Rate Yield
06/1/2010  $ 10,000 % % 12/1/2016  $ 485,000 % %
12/1/2010 55,000 12/1/2017 500,000
12/1/2011 425,000 12/1/2018 520,000
12/1/2012 430,000 12/1/2019 540,000
12/1/2013 440,000 12/1/2020 560,000
12/1/2014 455,000 12/1/2021 575,000

12/1/2015 465,000

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under a
financial guaranty insurance policy to be issued concurrently with the delivery of the Bonds by Assured Guaranty

Corp. See “Bond Insurance™ herein. .
ASSURED
(GUARANTY

The Bonds are offered when, as, and if issued subject to the approving legal opinion of Frost Brown Todd
LLC, Louisville, Kentucky, Bond Counsel. The Board deems this Preliminary Official Statement to be final for
purposes of the Securities and Exchange Commission Rule 15¢2-12(b)(1). It is expected that the Bonds will be
available for delivery on or about December 3, 2009.

*subject to change
J.J.B.HILLIARD, W. L. LYONS, LLC
Louisville, Kentucky
Financial Advisor



REGARDING USE OF THIS PRELIMINARY OFFICIAL STATEMENT

This Preliminary Official Statement does not constitute an offering of any security other than the
original offering of the Bonds of the Electric Plant Board of the City of Murray, Kentucky identified on
the cover page hereof. No person has been authorized by the Board to give any information or to make
any representation other than that contained in the Official Statement, and if given or made such other
information or representation must not be relied upon as having been given or authorized. This
Preliminary Official Statement does not constitute an offer to sell or the solicitation of an offer to buy,
and there shall not be any sale of the Bonds by any person in any jurisdiction in which it is unlawful to
make such offer, solicitation or sale.

The information and expressions of opinion herein are subject to change without notice and
neither the delivery of this Preliminary Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the Board since the
date hereof.

Neither the Securities and Exchange Commission nor any other federal, state or other
governmental entity or agency, except the Board, will pass upon the accuracy or adequacy of this
Preliminary Official Statement or approve the Bonds for sale.

This Preliminary Official Statement includes the front cover pages immediately preceding this
page and all Appendices hereto.

Assured Guaranty makes no representation regarding the Bonds or the advisability of investing in the
Bonds. In addition, Assured Guaranty has not independently verified, makes no representation regarding,
and does not accept any responsibility for the accuracy or completeness of this Official Statement or any
information or disclosure contained herein, or omitted herefrom, other than with respect to the accuracy
of the information regarding Assured Guaranty supplied by Assured Guaranty and presented under the
heading “Bond Insurance” and “Appendix E — Form of Financial Guaranty Insurance Policy”.
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PRELIMINARY OFFICIAL STATEMENT
Relating to the Issuance of

$5,460,000*
CITY OF MURRAY, KENTUCKY

ELECTRIC PLANT BOARD REFUNDING REVENUE BONDS,
SERIES 2009

INTRODUCTION

The purpose of this Preliminary Official Statement, which includes the cover page and
Appendices hereto, is to set forth certain information pertaining to the City of Murray, Kentucky Electric
Plant Board Refunding Revenue Bonds, Series 2009 (the “Series 2009 Bonds” or the “Bonds™).

The Bonds are being issued under and secured by the General Bond Resolution adopted by the
City of Murray, Kentucky Electric Plant Board (the "Board" and the "Issuer™), on November 23, 1998 and
the Series 2009 Bond Resolution adopted by the Board on October 26. 2009, authorizing the issuance of
and securing the Electric Plant Board Refunding Revenue Bonds (collectively, the General Bond
Resolution and the Series 2009 Bond Resolution, the “Resolution”). The Board adopted the Resolution in
order to secure the rights of those who may become holders of the Bonds, bond anticipation notes and
additional bonds that may be issued in the future to rank on an equal basis of parity to the Bonds and to
make provision for: (a) the issuance of the Board’s utility revenue bonds and revenue bond anticipation
notes, (b) providing for the security in respect of such bonds and notes, (c) protecting and enforcing the
rights and remedies of the holders thereof, (d) the custody, safeguarding and application of the Board’s
income and revenues derived from the Electric System, (e) the duties and responsibilities of Fiduciaries,
and (f) inter alia, all other necessary and desirable provisions with respect to said electric bonds, including
covenants of the Board.

The Bonds will rank on a basis of parity and equality with any other Outstanding bonds as to
security and source of payment and all Bonds shall be entitled to the benefit of the continuing pledges and
liens created by the General Bond Resolution and the Series 2009 Bond Resolution to secure the full and
final payment of the principal of or Redemption Price, if any, and interest on the Bonds and any Sinking
Fund Installments for the retirement thereof. The Bonds are special obligations of the Board, payable only
from income, revenues and funds specifically pledged by the Board for the payment of the principal of or
Redemption Price, if any, and interest on said Bonds, including the Pledged Receipts (as herein defined).
The Board has outstanding the City of Murray, Kentucky Electric Plant Board Revenue Bonds, Series
2005 in the outstanding principal amount of $5,515,000; the City of Murray, Kentucky Electric Plant
Board Revenue Bonds, Series 1998 maturing on December 1, 2010 in the outstanding principal amount of
$270,000; and the City of Murray, Kentucky Electric Plant Board Revenue Bonds, Series 1999 maturing
on December 1, 2010 in the outstanding principal amount of $85,000, that will rank on the same basis of
parity as the Bonds [see "Series 2009 Bonds" herein].

The net proceeds of the Series 2009 Bonds after paying their costs of issuance will be used to
partially refund on December 15, 2009, the City of Murray, Kentucky Electric Plant Board Revenue
Bonds, Series 1998, scheduled to mature on December 1, 2011 through December 1, 2021, in the
aggregate par amount of $4,015,000 and to refund the City of Murray, Kentucky Electric Plant Board
Revenue Bonds, Series 1999, scheduled to mature on December 1, 2011 through December 1, 2021, in
the aggregate par amount of $1,280,000, and to fund a Debt Service Reserve Fund as provided in the
Series 2009 Bond Resolution in an amount estimated to be $1,081,856.29.

*subject to change



The Bonds are special and limited obligations of the Board, organized under the provisions of
Kentucky Revised Statutes (KRS) Chapter 96, issued at the request of the Board, and do not constitute a
debt, liability or general obligation of the Board within the meaning of the Constitution and laws of the
Commonwealth of Kentucky, or a pledge of the faith and credit or the taxing power of the City of
Murray, Kentucky.

All financial and other information presented in this Preliminary Official Statement have been
provided by the Board from its records, except for information expressly attributed to other sources. The
presentation of financial and other information regarding the Board is not intended, unless specifically
stated, to indicate future or continuing trends in the financial position or other affairs of the Board. No
representation is made that past experience, as is shown by financial and other information, will
necessarily continue or be repeated in the future.

This Preliminary Official Statement should be considered in its entirety, and no one subject
discussed should be considered more or less important than any other by reason of its location in the text.
Reference should be made to laws, reports or other documents referred to in this Preliminary Official
Statement for more complete information regarding their contents. Prior to issuance and delivery of the
Bonds, copies of the General Bond Resolution and the Series 2009 Bond Resolution may be obtained at
the offices of Frost Brown Todd LLC, 400 W. Market Street, Louisville, Kentucky 40202.

AUTHORIZATION AND PURPOSE

The Board of Commissioners at their meeting of October 26, 2009, adopted the Series 2009 Bond
Resolution authorizing a Preliminary Official Statement, the Bid Form, the Official Notice of Sale and
other actions with respect to the offering for sale of the Bonds, in a principal amount of approximately
$5,460,000.

SERIES 2009 BONDS

The Series 2009 Bond Resolution authorized the issuance of approximately $5,460,000 of the
Board’s Series 2009 Bonds to be delivered on or about December 3, 2009. The net proceeds of the 2009
Series Bonds will provide funds to refund on December 15, 2009, the City of Murray, Kentucky Electric
Plant Board Revenue Bonds, Series 1998 scheduled to mature December 1, 2011 to December 1, 2021 in
the aggregate principal amount of $4,015,000 and to refund the City of Murray, Kentucky Electric Plant
Board Revenue Bonds, Series 1999 scheduled to mature December 1, 2011 to December 1, 2021 in the
aggregate principal amount of $1,280,000, and funding the Debt Service Reserve Fund as required by the
General Bond Resolution and to pay the costs of issuance of the Series 2009 Bonds.

ADDITIONAL PARITY DEBT

The Board reserves the right and privilege of issuing additional Series of Bonds from time to time
payable from the Pledged Receipts of the Electric System on a basis of parity and equality with all other
parity Bonds authorized to be issued by the Bond Resolution in order to: (a) reconstruct, repair and
improve the Board’s Electric System; (b) make, acquire, construct and install additions, extensions,
betterments, or improvements thereto; (c) acquire existing utility facilities and systems from any person,
if said facilities and systems are revenue-producing; and, (d) refund any bonds outstanding provided in
each instance that:



(i) the facility or facilities to be acquired, constructed, reconstructed or improved
from the proceeds of the additional parity Bonds is or are made an integral part of the Board’s Electric
System and its or their income and revenues are pledged as additional security for the additional parity
Bonds and the outstanding Bonds;

(i) the Board is in compliance with all covenants and undertakings in connection
with all of its Bonds then outstanding and payable from the Pledged Receipts;

(iii)  the net annual income and revenues of the Electric System for a period of twelve
(12) consecutive months of the eighteen (18) months immediately prior to the issuance of said parity
Bonds, are certified in writing by an independent firm of state-licensed Certified Public Accountants
(subject to adjustments as hereinafter provided) to have been equal to at least one and twenty hundredths
(1.20) times the average Annual Debt Service Requirement coming due in the future Bond Fiscal Years
on all Bonds outstanding payable from Pledged Receipts, together with the parity Bonds then to be
issued; and

(iv) the net annual income and revenues of the Electric System for a period of twelve
(12) consecutive months of the eighteen (18) months immediately prior to the issuance of said parity
Bonds, are certified in writing by an independent firm of state-licensed Certified Public Accountants
(subject to adjustments as hereinafter provided) to have been equal to at least one and ten hundredths
(1.10) times the average Annual Debt Service Requirement coming due in any future Bond Fiscal Year on
all Bonds and Subordinated Debt outstanding payable from Pledged Receipts, together with the parity
Bonds then to be issued.

USE OF BOND PROCEEDS

The table below shows the estimated Sources & Uses of proceeds of the Bonds, other than any
portions thereof representing accrued interest:

*Sources:
Par Amount of Bonds $
Transfer from Prior Issue
Total Sources $
*Uses:
Original Issue Discount $

Costs of Issuance
Gross Bond Insurance Premium
Deposit to Debt Reserve Fund
Underwriter’s Discount
Deposit to Current Refunding Fund
Rounding Amount
Accounting Fees

Total Uses $

*subject to change



THE BONDS
Dated Date and Payment Dates

The Bonds will be dated December 3, 2009, will bear interest from that date as described herein,
payable semiannually on June 1 and December 1 of each year commencing June 1, 2010 (each an
“Interest Payment Date”), and will mature on June 1, 2010 and thereafter on December 1, in the years and
in the principal amounts set forth on the cover page of this Preliminary Official Statement.

Registration, Payment and Transfer

The Bonds are to be issued only as fully registered Bonds in the denomination of $5,000 or any
integral multiple thereof.

The Bonds will be payable at the principal office of BB&T, Wilson, North Carolina (the “Paying
Agent” and “Registrar”) with respect to principal or premium, if any, in any coin or currency of the
United States of America which at the time of payment is legal tender for the payment of public or private
debts. All interest payments will be payable by check or draft mailed to the record date registered
Bondholders. The record dates for June 1 and December 1 interest payment dates will be the preceding
May 15 and November 15, respectively.

Each registered Bond will be transferable only upon the books of the Registrar, at the request of
the registered owner thereof or by his authorized Attorney upon surrender thereof together with an
assignment satisfactory to the appropriate Registrar duly executed by the registered owner or his duly
authorized Attorney. Upon the transfer of any such Bond, the Board will issue in the name of the
transferee a new registered Bond or Bonds of the same aggregate principal amount and maturity as the
surrendered Bond. If any Bond is mutilated, lost, stolen or destroyed, the Board will execute and cause to
be delivered a new Bond in accordance with the Resolution.

Optional Redemption

The Bonds maturing on or after December 1, 2020, will be subject to redemption prior to maturity
at the option of the Board, on any date on or after December 1, 2019, in whole or in part, in inverse order
of their maturities, with less than all of a single maturity to be selected in such manner as the Registrar
may determine, from any money available therefore, at 100% of the principal amount thereof without
premium.

The Board will mail a notice of the redemption of the Bonds determined by the Board to be
redeemed, which notice will specify the maturities of the Bonds to be redeemed, not less than thirty (30)
days before the Redemption Date to the registered owners.

SECURITY AND SOURCES OF PAYMENTS
Bond Insurance

Assured Guaranty Corp. has made a commitment to issue a financial guaranty insurance policy
relating to the Series 2009 Bonds effective as of the date of issuance of the Series 2009 Bonds, which will
guarantee the principal of and interest on the Series 2009 Bonds that shall become due for payment but
shall be unpaid by reason of Nonpayment by the City (as such terms are defined in the Insurance Policy).
A specimen policy of Bond Insurance is attached as Appendix E hereto.



Sources of Payment

Under the terms of the Resolution, the Bonds are payable from and secured by a pledge of
revenues and income derived from the ownership, operation, and use or services of the Board’s Electric
System, after the payment of all reasonable or necessary current operating and maintenance expenses of
the Board for the Electric System, as determined in accordance with generally accepted accounting
principles.

Rate Covenant

The Board covenants by the General Bond Resolution that it will at all times establish, enforce
and collect rates, rentals, and charges for services rendered and facilities constituting the Electric System,
in an amount after allowances for all operation and maintenance cost (but not including depreciation) of
1.20 times the average annual principal, interest and sinking fund requirements on all Bonds issued under
the General Bond Resolution. Issuance of additional Parity bonds is further described herein under
“GENERAL BOND RESOLUTION - Issuance of Parity Bonds.”

Debt Service Reserve

The Debt Service Reserve is pledged to and will be used for the payment of principal of, interest
on, and premium, if any, on the then outstanding bonds. Proceeds from the Bonds will be deposited in the
Debt Service Reserve in an amount equal to the Annual Debt Service Reserve Requirement.

The Resolution permits substitution of a surety bond, letter of credit or similar arrangement in
lieu of deposit of funds in a Debt Service Reserve subject to certain terms and conditions set forth in the
Resolution, including a requirement that if the bonds are rated by a rating agency, that such rating agency
certify that such arrangement will not lower the existing rating on the Bonds or, if the Bonds are then
being insured, that the Bond insurer providing such insurance approve such arrangement.

THE BONDS ARE NOT GENERAL OBLIGATIONS OF THE ISSUER BUT ARE SPECIAL
AND LIMITED OBLIGATIONS PAYABLE ONLY FROM THE SOURCES HEREIN IDENTIFIED.
THE BONDS DO NOT CONSTITUTE AN INDEBTEDNESS OR CHARGE AGAINST THE
GENERAL CREDIT OR REVENUES OF THE ISSUER OR THE CITY, AGAINST THE TAXING
POWER OF THE CITY OR AGAINST THE GENERAL CREDIT OR TAXING POWER OF THE
COMMONWEALTH OF KENTUCKY.

BOND INSURANCE
The Insurance Policy
Concurrently with the issuance of the Bonds, Assured Guaranty Corp. (“Assured Guaranty” or
the “Insurer”) will issue its financial guaranty insurance policy (the “Policy”) for the Bonds. The Policy
guarantees the scheduled payment of principal of and interest on the Bonds when due as set forth in the

form of the Policy included as an exhibit to this Official Statement.

The Policy is not covered by any insurance security or guaranty fund established under New
York, California, Connecticut or Florida insurance law.



The Insurer

Assured Guaranty is a Maryland-domiciled insurance company regulated by the Maryland
Insurance Administration and licensed to conduct financial guaranty insurance business in all fifty states
of the United States, the District of Columbia and Puerto Rico. Assured Guaranty commenced operations
in 1988. Assured Guaranty is a wholly owned, indirect subsidiary of Assured Guaranty Ltd. (“AGL"), a
Bermuda-based holding company whose shares are publicly traded and are listed on the New York Stock
Exchange under the symbol “AGO.” AGL, through its operating subsidiaries, provides credit
enhancement products to the U.S. and global public finance, structured finance and mortgage markets.
Neither AGL nor any of its shareholders is obligated to pay any debts of Assured Guaranty or any claims
under any insurance policy issued by Assured Guaranty.

Assured Guaranty’s financial strength is rated “AAA” (negative outlook) by Standard & Poor’s, a
division of The McGraw-Hill Companies, Inc. (“S&P”), “Aa2” (on review for possible downgrade) by
Moody’s Investors Service, Inc. (“Moody’s”) and “AA-" (negative outlook) by Fitch, Inc. (“Fitch”).
Each rating of Assured Guaranty should be evaluated independently. An explanation of the significance
of the above ratings may be obtained from the applicable rating agency. The above ratings are not
recommendations to buy, sell or hold any security, and such ratings are subject to revision or withdrawal
at any time by the rating agencies. Any downward revision or withdrawal of any of the above ratings
may have an adverse effect on the market price of any security guaranteed by Assured Guaranty. Assured
Guaranty does not guaranty the market price of the securities it guarantees, nor does it guaranty that the
ratings on such securities will not be revised or withdrawn.

Recent Developments

Ratings

On July 1, 2009, S&P published a Research Update in which it affirmed its “AAA” counterparty
credit and financial strength ratings on Assured Guaranty. At the same time, S&P revised its outlook on
Assured Guaranty to negative from stable. Reference is made to the Research Update, a copy of which is
available at www.standardandpoors.com, for the complete text of S&P’s comments.

On May 20, 2009, Moody’s issued a press release stating that it had placed the “Aa2” insurance
financial strength rating of Assured Guaranty on review for possible downgrade. Subsequently, in an
announcement dated July 24, 2009 entitled “Moody’s Comments on Assured’s Announcement to
Guarantee and Delist FSA Debt”, Moody’s announced that it expected to conclude its review by mid-
August 2009. Reference is made to the press release and the announcement, copies of which are available
at www.moodys.com, for the complete text of Moody’s comments.

In a press release dated October 12, 2009, Fitch announced that it had downgraded the insurer
financial strength rating of Assured Guaranty to “AA-* (negative outlook) from “AA” (ratings watch
negative). Reference is made to the press release, a copy of which is available at www.fitchratings.com,
for the complete text of Fitch’s comments.

There can be no assurance as to the outcome of Moody’s review, or as to the further action that
Fitch or S&P may take with respect to Assured Guaranty.

For more information regarding Assured Guaranty’s financial strength ratings and the risks
relating thereto, see AGL’s Annual Report on Form 10-K for the fiscal year ended December 31, 2008,
which was filed by AGL with the Securities and Exchange Commission (“SEC”) on February 26, 2009,
AGL’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2009, which was filed
by AGL with the SEC on May 11, 2009, and AGL’s Quarterly Report on Form 10-Q for the quarterly
period ended June 30, 2009, which was filed by AGL with the SEC on August 10, 2009.



Acquisition of FSA

On July 1, 2009, AGL acquired the financial guaranty operations of Financial Security Assurance
Holdings Ltd. (“FSA”), the parent of financial guaranty insurance company Financial Security Assurance
Inc. For more information regarding the acquisition by AGL of FSA, see Item 1.01 of the Current Report
on Form 8-K filed by AGL with the SEC on July 8, 20009.

Capitalization of Assured Guaranty Corp.

As of June 30, 2009, Assured Guaranty had total admitted assets of $1,950,949,811 (unaudited),
total liabilities of $1,653,306,246 (unaudited), total surplus of $297,643,565 (unaudited) and total
statutory capital (surplus plus contingency reserves) of $1,084,906,800 (unaudited) determined in
accordance with statutory accounting practices prescribed or permitted by insurance regulatory
authorities.

Incorporation of Certain Documents by Reference

The portions of the following documents relating to Assured Guaranty are hereby incorporated by
reference into this Official Statement and shall be deemed to be a part hereof:

= the Annual Report on Form 10-K of AGL for the fiscal year ended December 31, 2008
(which was filed by AGL with the SEC on February 26, 2009);

= the Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2009
(which was filed by AGL with the SEC on May 11, 2009);

= the Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2009 (which
was filed by AGL with the SEC on August 10, 2009); and

= the Current Reports on Form 8-K filed by AGL with the SEC relating to the periods
following the fiscal year ended December 31, 2008.

All consolidated financial statements of Assured Guaranty and all other information relating to
Assured Guaranty included in documents filed by AGL with the SEC pursuant to Section 13(a), 13(c), 14
or 15(d) of the Securities Exchange Act of 1934, as amended, subsequent to the date of this Official
Statement and prior to the termination of the offering of the Bonds shall be deemed to be incorporated by
reference into this Official Statement and to be a part hereof from the respective dates of filing such
consolidated financial statements.

Any statement contained in a document incorporated herein by reference or contained herein
under the heading “BOND INSURANCE-The Insurer” shall be modified or superseded for purposes of
this Official Statement to the extent that a statement contained herein or in any subsequently filed
document which is incorporated by reference herein also modifies or supersedes such statement. Any
statement so modified or superseded shall not be deemed, except as so modified or superseded, to
constitute a part of this Official Statement.

Copies of the consolidated financial statements of Assured Guaranty incorporated by reference
herein and of the statutory financial statements filed by Assured Guaranty with the Maryland Insurance
Administration are available upon request by contacting Assured Guaranty at 31 West 52" Street, New
York, New York 10019 or by calling Assured Guaranty at (212) 974-0100. In addition, the information
regarding Assured Guaranty that is incorporated by reference in this Official Statement that has been filed
by AGL with the SEC is available to the public over the Internet at the SEC’s web site at
http://www.sec.gov and at AGL’s web site at http://www.assuredguaranty.com, from the SEC’s Public
Reference Room at 450 Fifth Street, N.W., Room 1024, Washington, D.C. 20549, and at the office of the



New York Stock Exchange at 20 Broad Street, New York, New York 10005.

Assured Guaranty makes no representation regarding the Bonds or the advisability of investing in
the Bonds. In addition, Assured Guaranty has not independently verified, makes no representation
regarding, and does not accept any responsibility for the accuracy or completeness of this Official
Statement or any information or disclosure contained herein, or omitted herefrom, other than with respect
to the accuracy of the information regarding Assured Guaranty supplied by Assured Guaranty and
presented under the heading “BOND INSURANCE”.

THE CITY

The City of Murray, Kentucky is a public body corporate and politic duly created and existing as
a City and political subdivision of the Commonwealth of Kentucky (the “Commonwealth”). The City is
governed by a City Council consisting of an elected Mayor and twelve (12) elected Council members.
These twelve (12) members comprise the City Council and are elected to four (4) year terms. There is no
limitation for succession by any member of the City Council.

Demographic and economic data regarding the City is included in Appendix A.
MURRAY ELECTRIC PLANT BOARD
History

The Murray Electric System was formed in 1942, as a result of the formation of the Tennessee
Valley Authority, and the enactment of the "Little TVA Act" by the Kentucky General Assembly. This
statute gave municipals the authority to form their own public electric utility for the purpose of
distributing TVA generated power to their citizens at a not for profit status. The distribution system then
in place was purchased from the Kentucky Tennessee Light Co. Power was generated from a diesel
generator located on south L.P. Miller street.

Scope and Mission

The Murray Electric System was created to provide safe, reliable, electric power at the lowest
possible cost to the citizens of Murray, Ky. It is owned by its ratepayers, and totally funded by the
revenue generated by sale of electric power. The revenue generated by this sale is used to pay salaries,
purchase needed equipment, and to maintain and improve the electrical distribution plant. It receives no
tax subsidies from the city, but is one of the largest tax payers to the city government.

Governance

The governing board of MES is comprised of 4 local citizens appointed by the Mayor, and
approved by the City Council. These four board members serve staggered 4 year terms. The fifth
member of the board, is filled by a member of the City Council who serve a rotating one year term. The
first board of the MES was filled by the following gentlemen: F.H Graham, Chairman; Harry Fenton,
W.G. Swann, E.G. Hendon, and L.J. Hortin. Through the succeeding years many distinguished ladies and
gentlemen have served on the MES Board. The current board is made up of the following members: Dr.
Robert Etherton, Chairman; Pete Lancaster, City Council representative; Mrs. Pat McMullin, Charles
Homra, and John Weatherly. John Gregory serves as legal counsel and Secretary to the Board.



Personnel and Department Structure

The Murray Electric System is manned by a total of 41 full-time employees in five departments,
those being: Finance, Customer Service, Engineering, Operations, and Broadband. MES also maintains a
full-time tree contractor with three employees. MES utilizes part time employees to assist in meter
reading and summer employment. The department heads under the direction of General Manager-Tony
Thompson are: Finance Manager-Rob Thompson, Customer Service Manager-Dale Hughes, Engineer-
Terry McCallon, Broadband Manager-David Richardson, and Operations Superintendent-Mike Wilson.

Service Area

MES currently serves a total of over 7,900 electric, 3,690 cable television, and 3,100 internet
customers predominately within the city limits of Murray. We also serve over 1,550 telephone customers
in conjunction with a private partner. We have a service area boundary agreement with West Ky RECC
("WKRECC") who surrounds us on all sides. Under the current statutory laws, we are not able to
increase the boundaries of our electric service area, unless an agreement can be reached with WKRECC.
This could possibly change with the proposed deregulation of the electric utility industry.

Training

MES provides training for its employees through various avenues. All lineworkers progress
through an intensive eight year program of classroom and on-the-job training. MES also has a full-time
safety coordinator who provides safety training, as well as utilizes MSU safety interns, and various
seminars on safety related topics provided by the Tennessee Valley Public Power Association.

Facilities

MES owns and maintains five distribution substations. These substations contain the necessary
equipment to provide electrical power to the community. MES constantly tests and monitors this
equipment to assure reliable service. This substation equipment, along with the distribution poles and
conductors located throughout the city, represent the bulk of MES' $28 million capital assets. MES also
owns an office building, warehouse, and operations headquarters located close to downtown Murray.
These facilities house the billing collections, records, maps, and equipment necessary to the operations of
MES. MES owns and operates a state of the art Broadband telecommunications system. Through this
system we are able to provide MES and other governmental entities, high tech communications services.
These services allow MES to operate their system much more quickly and efficiently.

Equipment

MES currently maintains a fleet of over 25 vehicles that are used in the day to day activities
relative to running an electric and telecommunications utility. We also have modern communications
equipment, as well as safety, and test equipment. The MES offices also house powerful computers
needed to keep billing and other records current and updated. All of this equipment must be kept in top
condition in order to meet our customer’s needs of uninterrupted power supply, and telecommunications
services.

Future Plans
MES is currently in the process of upgrading its facilities to meet the needs of a growing

community. We are also preparing to meet the challenges of a deregulated market. For the first time,
MES may find itself competing for customers. In order to meet these challenges, MES has launched



ventures in the telecommunications business. We now provide not only electrical services, but also a
variety of telecommunications services.

Summary

The Murray Electric System has been an integral part of this community for 67 years. We have
grown as the community has grown. MES has provided services that go far beyond electricity. We have
been involved in many community oriented activities, and provided financial support for many local
organizations. We also are involved in supporting the programs of our local educational institutions.
MES is also an important member of both local and regional economic development efforts. Most of our
employees are "home grown" men and women, who have a deep love and concern for the community and
its welfare. As we head into the future, we hope that our community and customers will continue to
support us, as we continue to serve the community that owns us.

Broadband Network Division

MES has completed the design of a fully integrated hybrid fiber coax (IFC) system capable of
supporting numerous services within the electric system and throughout the municipal complex and
community. The system is a fully integrated system for the entire community. MES and the City are
taking measures to improve and provide:

= Electric services (EMS/SCADA, remote meter reading, residential load management,
industrial load management, time of use rates, etc.)

= Municipal services
= Enhanced educational services
= Business development

= Cost effective services to the community that would otherwise not be available or too
costly for many to procure

= Cost effective local and long distance telephone services for residential and commercial
customers

= |nternet and data services for residential and commercial customers
= Video entertainment services

The MES telecommunications system is based on an HFC architecture and uses a combination of
analog, SONET, and ATM technologies. The basic topology of the system consists of 3 fiber optic
backbone networks bringing fiber to within 3,000 feet of every potential user, and to the doorstep of many
commercial, educational, and municipal entities. Coaxial distribution cable will be connected from the
fiber optic network to the residential user to provide services. Municipal, educational and
commercial/industrial entities will be able to receive services in two ways, depending on the
requirements. The first method is similar to the residential user in which the services would be delivered
over fiber and/or coax cable. The second method provides additional connectivity to those users that
require high-speed dedicated digital services. In this method, the customer would be connected to the
network by fiber optics. System design has allocated fibers for the distribution of entertainment services
while other fibers connect the customer to the high speed ATM (over SONET) backbone network. This
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design allows for one of the most cost effective, efficient, and flexible methods of providing a wide
variety of services to the entire community while satisfying the specific needs of the community.

The MES data communications network is a fully redundant three-ring network that integrates the
existing LAN technologies and operating systems onto an ATM backbone network. There are three layers
to any ATM network. These levels are the Workgroup level, the Bridge/Router level, and the core ATM
Backbone level. The Workgroup level is the primary interface between the existing LANs and the ATM
network. The Router/Bridge level interfaces multiple Workgroup level entities and large locations to the
ATM backbone network. The ATM backbone network consists of one or more interconnected ATM
switches, which provides the information transport path over the backbone network. The MES fiber data
network is configured as a three-ring architecture with ATM backbone switches located at the MES office
complex, MES Southwest substation, and MES District substation. Each fiber-connected user will have
two (2) fibers connecting the facility with the nearest backbone switch. The MES fiber will terminate at a
patch panel within the subscriber's facility. The fiber within each facility will be connected to network
electronics that provide the interface between the user equipment and the MES network backbone.

The following defines the initial configuration for the ATM switches for the MES
telecommunication project. The quantity and rates of user interfaces (currently T-1) are subject to change
depending on user requirements.

= Configured with dual power supplies, fans, and cords.

= Configured with hot swappable components.

= Configured with 24 T-1 interfaces. This equates to two (2) T-1 interfaces for each facility
connected.

Each T-1 interface will consist of one pair single mode fiber.

Configured with four (4) 100BaseT Ethernet ports to support connectivity of the MES LANS.
Configured with seven (7) OC-3 single mode fiber interfaces.

Rack enclosure and associated mounting equipment.

MES has installed three (3) FORE ASX 1200 5Gbps (10 Gbps maximum) 16 slot backbone ATM
switches. A total of eight (8) slots will be populated at this time. Each slot will contain a 4 port OC-3
ATM card providing a total of 32 155 Mbps ports to be used for both backbone switch connectivity and
customer connectivity. The actual connection rate through the ports is software configurable to lower
rates if required by the customer (i.e. T-1). The remaining eight (8) network slots can be utilized for
future connectivity expansion with interfaces up to and including OC-48. The FORE ES2810 24 port
Ethernet switch has been installed at each location, providing connectivity to the MES LAN and other
local devices that require connectivity to the backbone network. The ES2810 will connect the ATM
switch through an OC-3 (155Mbps) uplink.

The lIssuer began the construction of its broadband network in July of 1999. The broadband
network is now essentially complete and in operation. This network consisting of a hybrid fiber-coaxial
plant, with ATM switching capabilities, currently supplies cable television with two way capabilities to
approximately 900 customers, with high speed cable-modem internet serving approximately 200
residential and commercial customers.

At this time Issuer offers a basic programming package for $28.95 per month. This package will
include 69 channels of programming that include some channels now offered as premium channels on the
incumbent system. The system only requires a converter box for premium channels and/or pay-per-view
events.
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The Issuer will use its network to carry all of its SCADA communications for operating the
Issuer's electric plant and distribution system. It will investigate ways to incorporate remote meter reading
capabilities into its network, both for the Issuers and other City utility requirements. This network will
also be capable of tying various agencies together into a community GIS system.

The Issuer has entered into an agreement with e-tel/Murray whereby local and long distance
telephone service will be offered to the Issuer's customers. This service featuring all of the popular calling
features of the traditional providers was initiated in 2001.

The next phase of the Issuer's broadband network system is to extend the telecommunications
facilities into the areas of the City not currently served by the Issuer with electrical power. This phase will
require an additional investment of approximately $1,000,000. This will provide additional revenue
sources for the Issuer from the sale of CATV, high-speed internet and telephone services.

GENERAL BOND RESOLUTION

The following is a summary of certain of the terms and provisions of the Resolution and is
qualified in its entirety by reference to the Resolution. The following summary supplements the
information set forth in “The Bonds” and should be read in conjunction therewith. See “Introduction” as
to the availability of copies of the Resolution.

Registration, Payment and Transfer
Form

All Bonds will be in fully registered form in denominations of $5,000 and any authorized
multiple thereof. The Board will maintain at the principal corporate trust office of the Registrar and
Paying Agent books for the registration and transfer of bonds.

Payment of Principal

Principal of and interest on the Bonds will be payable when due without deduction for the
services of the Registrar and Paying Agent. Principal of and redemption premium on any bond will be
paid to the registered owner thereof upon presentation and surrender thereof at the principal corporate
trust office of the Registrar and Paying Agent.

Payment of Interest - Regular Record Dates

The interest on any bonds which is payable, and is punctually paid or duly provided for, on any
interest payment date will be paid by check or draft mailed by the Paying Agent to the person in whose
name such bond was registered on the registration books at the close of business on the regular record
date for such interest payment date and will be mailed to such person at his address as it appears on the
registration books. The regular record date for any interest payment date is the fifteenth (15th) day of the
month next preceding the month in which the interest payment date occurs.

Exchange and Transfer

The Bonds shall be negotiable as provided by the Resolution, subject to the provisions for
registration and transfer contained in the Resolution. The Registrar shall register or cause to be registered
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therein and permit to be transferred thereon any bond entitled to registration or transfer under such
reasonable regulations as it or the Board may prescribe.

Pledge of Revenues

Bonds, together with such additional bonds ranking on a parity therewith that may be issued and
outstanding from time to time under the restrictions and provisions of the Resolution do not constitute an
indebtedness of the Board within the meaning of the Constitution of Kentucky, but are payable as to
principal, interest and premium, if any, solely from and are secured by a pledge of revenues and income
resulting from the collection of rates, rentals and charges for the services rendered by the facilities of the
Board (the “Pledged Receipts™).

“Pledged Receipts” means:
€)] the totality of Electric Revenues;

(b) shall not mean any State appropriations or Federal Grants specified for use by the
Board for capital construction purposes in connection with the Board’s Electric
System; and

(© shall also include all interest earned and gains realized on Investment Obligations
unless the General Bond Resolution specifically requires such interest carried or
gains realized to remain in a particular Fund or Account provided that any
interest or gains on funds held in escrow by a trustee for the payment of
previously outstanding bonds shall not be included.

Application of Revenues
Establishment of Funds

The Resolution establishes the following funds (the “Funds”) for the deposit and application of
revenues:

Bond Proceeds Fund

Revenue Fund

Bond and Interest Sinking Fund
Debt Service Reserve Fund
Operation and Maintenance Fund
Depreciation Fund

Surplus Account

The Resolution requires or permits investments of moneys in each Fund, consistent with the
contemplated uses of such moneys, in “Investment Obligations.” Investment Obligations are restricted to:

@ obligations of the United States and of its agencies and instrumentalities, including
obligations subject to repurchase agreements, provided that delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian and may be
accomplished through repurchase agreements reached with sources including, but not limited to, national
or state banks chartered in the Commonwealth of Kentucky;
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(b) obligations and contracts for future delivery or purchase of obligations backed by the full
faith and credit of the United States or a United States government agency, including but not limited to:

Q) United States Treasury;

(ii) Export-Import Bank of the United States;

(iii) Farmers Home Administration;

(iv) Government National Mortgage Corporation; and
(V) Merchant Marine bonds;

(©) obligations of any corporation of the United States government, including but not limited
to:

Q) Federal Home Loan Mortgage Corporation;
(i) Federal Farm Credit Banks;

(iii) Bank for Cooperatives;

(iv) Federal Intermediate Credit Banks;

(V) Federal Land Banks;

(vi) Federal Home Loan Banks;

(vii)  Federal National Mortgage Association; and
(viii)  Tennessee Valley Authority;

(d) certificates of deposit issued by or other interest-bearing accounts of any bank or savings
and loan institution which are insured by the Federal Deposit Insurance Corporation or similar entity or
which are collateralized, to the extent uninsured, by the following:

©) bonds, notes, or other obligations of or guaranteed by the United States, or those for
which the credit of the United States is pledged for the pavement of the principal and interest thereof, and
any bonds, notes, debentures or any other obligations or securities issued or guaranteed by any federal
governmental agency, presently or in the future established by an Act of Congress, as amended or
supplemented from time to time;

4] shares in a mutual funds, each of which shall have the following characteristics:

Q) the mutual fund shall be an open-end diversified investment company registered
under the Federal Investment Company Act of 1940, as amended;

(i) the management company of the investment company shall have been in
operation for at least five (5) years; and

(iii)  all of the securities in the mutual fund shall be investments described in (a) - (d)
above.
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All funds and accounts are to be marked to market on a quarterly basis by the Trustee.

Investment Obligations are deemed to be part of the Fund or account for which purchased, and
income, interest, gains and losses on investments are credited or charged to the Fund or account for which
such investments were purchased, subject, in the case of the Debt Service Reserve, that so long as the
aggregate debt service reserve requirement is being maintained, income and revenues from such Fund are
to be transferred to the Revenue Fund.

A further description of each of the Funds follows:

Bond Proceeds Fund

Under the Resolution, the Board is required to establish within the Bonds Proceeds Fund
established by the Resolution, a Cost of Issuance Account and a Construction and Acquisition Account
for each series of bonds outstanding. In addition, if bond proceeds are to be used in whole or in part for
the payment or provision therefore of outstanding debt obligations, a Refunding Account may be
established. A Refunding Account is created in the Series 2009 Bond Resolution. From the proceeds of
the sale of a series of bonds, there will be deposited in the Cost of Issuance Account the costs of issuing
the series of bonds. Moneys received by the Board from any other source, unless otherwise provided by
the Resolution, may also be deposited in the Cost of Issuance Account. So much of the remainder of the
bond proceeds as is required by the applicable series resolution (except for accrued and capitalized
interest, if any, which shall be deposited in the Interest Account, and any premium over the principal
amount of the bonds, which is applied as provided in such series resolution) shall be deposited in the
Construction and Acquisition Account. The Cost of Issuance Account and the Construction and
Acquisition constitute all the accounts within the Bond Proceeds Fund.

Moneys in the Cost of Issuance Account and the Construction and Acquisition Account shall be
applied by the appropriate depository, upon issuance of a check or other bill of exchange signed by two
members of the Board of Commissioners of the Board only for the making of disbursements and
payments required to be made by the Board for paying issuance costs and pursuant to construction and
acquisition contracts relating to the Electric System.

Revenue Fund

All moneys received by the Board as Pledged Receipts, together with income from the Debt
Service Reserve as provided in the Resolution, are required to be deposited promptly in the Revenue
Fund. Pledged Receipts are defined as the totality of (1) all electric service rates, rentals and charges
imposed by the Board, (ii) all interest earned and gains realized on investments, unless the Resolution
specifically requires such interest earned or gains realized to remain in a particular Fund or Account,
provided that any interest or gains on funds held in escrow by a trustee for the payment of previously
outstanding bonds shall not be included, and (iii) other income received by the Board, if any, from any
agency of government, both Federal and State, as representing income or operating subsidies, if any, as
distinguished from capital grants, to the extent not otherwise required to be treated and applied.

The designated depository is required to make monthly transfers from the moneys in the Revenue
Fund to the following Funds and Accounts and in the following amounts and order of priority:

Bond and Interest Sinking Fund-Interest Account. An amount, which when added to the amount

then on deposit in the Interest Account, will equal the interest on all outstanding Bonds accrued
and unpaid in respect of the next interest payment date.
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Bond and Interest Sinking Fund-Principal Account. An amount which, when added to the amount
then on deposit in the Principal Account, will equal the next Principal Installment, which is the
sum of the principal amount of outstanding Bonds maturing in the Bond Fiscal Year plus the
unsatisfied balance of any sinking fund. installment for such year.

Debt Service Reserve. An amount which, when added to sums then on deposit in the Debt Service
Reserve, will equal the maximum amount of principal and interest coming due on all Bonds
outstanding in any subsequent Bond Fiscal Year; or if such amount is insufficient, all amounts
remaining in the Revenue Fund.

Operation and Maintenance Fund. The amount required prior to the tenth day of the next month
to pay operating and maintenance costs of the Board in accordance with its annual budget,
together with such proportionate amounts as will, during the twenty-four months following the
issuance of any series of Bonds, together with sums on deposit in said Fund, equal Operation and
Maintenance Costs for one month. Operation and Maintenance Costs include salaries, operating
expenses and all other expenses of administering the Electric System, fees and expenses of the
paying agents and costs of issuance other than those paid from Bond proceeds.

Depreciation Fund. If at any time the amount of the Depreciation Fund is less than the:
Depreciation Reserve Requirement, there shall be deposited into the Depreciation Fund, on no
less than a monthly basis, an amount equal to 1/24th of such deficiency so that the balance in the
Depreciation Fund will equal the Depreciation Reserve Requirement in the month that is twenty-
four months from the moth such deficiency first existed. Thereafter such monthly payments may
cease for so long as the requirement balance in the Depreciation Fund is maintained and such
monthly payments shall resume again if at any time said balance is less than the Depreciation
Reserve Requirement and shall continue until said balance is established.

Surplus Fund. On a periodic basis, but no less frequently than annually, the revenues remaining in
the Revenue Fund at the end of the month, or, in the case of annual transfers, the preceding
calendar year, after making the required payments to other funds and accounts established by the
Resolution, including any balances to be accrued and maintained, may be transferred to the
Surplus Account.

Bond and Interest Sinking Fund

Interest Account. The Board will cause the Paying Agent to disburse moneys from the interest
Account for the purpose of paying interest on the bonds when due and payable as well as interest
on bonds to be redeemed to the extent not otherwise provided for.

Principal Account. The Board will cause the Paying Agent to disburse moneys from the Principal
Account for the purpose of paying the principal of the bonds when due and payable. In addition,
the Board may, at its option, apply amounts accumulated in the Principal Account for each
sinking fund installment (plus amounts accumulated in the Interest Account for interest on bonds
for which the sinking fund installment was established), before the forty-fifth day preceding the
due date of such sinking fund installment, to: (i) the purchase of bonds of the Series and maturity
for which the sinking fund was established at prices (including brokerage and other charges) not
exceeding the principal amount thereof plus premium, if any, payable from sinking fund
installments for such bonds when such bonds are redeemable by application of such sinking fund
installment plus unpaid interest accrued to the date of purchase; or (ii) to the redemption of such
bonds, if then redeemable by their terms at the redemption price referred to in clause (i). The
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Board is required to pay from the Principal Account the amount required to redeem such bonds as
may be necessary (after taking into account bonds purchased as aforesaid) to complete the
retirement of the principal amounts specified by any series resolution for the sinking fund
installments.

Debt Service Reserve

Amounts deposited, pursuant to the provisions of the Resolution, in the Debt Service Reserve are
to be used for the payment of principal installments of and interest on bonds as to which there would
otherwise be a default in payment. Interest earned or sums realized as a result of investment of moneys in
the Debt Service Reserve shall accrue to and be a part of the Debt Service Reserve, however, so long as
the Debt Service Reserve contains an amount equal to the aggregate debt service reserve requirement, any
such interest earned or sums realized shall be transferred, as received, to the Revenue Fund.

In lieu of the deposit of funds in the Debt Service Reserve, the Board may obtain a letter of credit,
surety bond or similar arrangement creating an irrevocable obligation of the provider thereof to pay to the
Board an amount to be used to pay debt service under certain conditions (a “Debt Service Reserve
Guaranty”). Any Debt Service Reserve Guaranty shall be considered a deposit of funds in the Debt
Service Reserve equal to the debt service reserve coverage provided by the Debt Service Reserve
Guaranty.

As conditions precedent to delivery of a Debt Service Reserve Guaranty, the Board shall obtain:
(i) a Debt Service Reserve Guaranty; (ii) an opinion of counsel addressed to the Board stating that the
delivery of such Debt Service Reserve Guaranty to the Board is authorized under the General Bond
Resolution, as amended, and complies with the terms thereof; and (iii) written evidence from a Rating
Agency, if the Bonds are rated by such Rating Agency, that the Rating Agency has reviewed the proposed
Debt Service Guaranty and that (x) the issuance of the Debt Service Reserve Guaranty to the Board and
(y) if a Debt Service Reserve Guaranty is then in effect with respect to the Debt Service Reserve, the
substitution of the proposed Debt Service Reserve Guaranty for the Debt Service Reserve Guaranty then
in effect, will not, by itself, result in a reduction or withdrawal of its rating on the bonds. If the bonds are
insured by a bond insurer, the references to Rating Agency in the prior sentence shall be read to mean
such bond insurer and the substitution of the proposed Debt Service Reserve Guaranty shall not result in
the cancellation of the bond insurance provided by such bond insurer.

Operation and Maintenance Fund

In addition to the amounts required to be transferred to the Operation and Maintenance Fund from
the Revenue Fund, there may be paid into said Fund any moneys received by the Board from any other
source, unless otherwise provided by the Resolution. The Board may withdraw moneys for the Operation
and Maintenance Fund from time to time for the purpose of paying reasonable and necessary Operation
and Maintenance Costs, and moneys so withdrawn and paid are free and clear of the pledge created by the
Resolution for the payment of the principal, premium, if any, and interest on the Bonds and any sinking
fund installments. The Board may also withdraw moneys from the Operation and Maintenance Fund for
deposit to any other Fund or Account except the Improvement, Repair and Replacement Fund. At the
Board’s discretion, amounts in the Operation and Maintenance Fund may be invested from time to time to
provide funds when needed to pay Operation and Maintenance Costs.

Depreciation Fund

The Depreciation Fund is available and is to be utilized to balance depreciation to make
unforeseen major repairs and replacements and to pay the cost of construction of additions, extensions,
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betterments and improvements of the Electric System which will either increase income and revenues or
provide a higher degree of service. In addition to any amounts required by any series resolution and the
Resolution to be set aside and deposited therein there shall be transferred and deposited to the
Depreciation Fund any other moneys: (a) received by the Board from any other source and duly ordered
to be deposited therein (unless required to be otherwise applied); (b) for which the Board has exercised a
discretion to so deposit or transfer as permitted in the Resolution; and (c) ordered to be so deposited from
the proceeds of any series of Bonds. Within ninety (90) days following the end of each calendar year, all
amounts in the Depreciation Fund in excess of $500,000 shall be expended and applied by the depository
upon written direction of the Board only for: (i) making up any deficiency in the Bond and Interest
Sinking Fund and the Debt Service Reserve; (ii) redemption of bonds; (iii) payments of principal
installments of or interest on Bonds when due; (iv) transfer to the Revenue Fund; or (v) investment in
investment obligations. To the extent that other moneys are not available for payment of principal
installments or interest on Bonds when due, all investment earnings credited to, and investments in, the
Depreciation Fund shall be sold and the proceeds deposited in the Bond and Interest Sinking Fund.

The Surplus Account shall be maintained by the Board to the appropriate depository so long as
any of the Bonds authorized or permitted to be issued by the Resolution remain outstanding; and all the
moneys deposited in the Surplus Account may be used as follows: (a) to the extent necessary from time to
time monies n the Surplus Account shall be transferred to the Bond and Interest Sinking Fund to permit
payment of all obligations payable from such Fund without drawing on the Debt Service Reserve; (b)
monies in the Surplus Account shall be used for payment of principal of and interest on any outstanding
bonds and notes issued by the Board to pay for costs of improving or extending the Electric System or
may be transferred to the appropriate Fund or Account created herein or in any Series Resolution adopted
pursuant to the Resolution to permit such payment; and (c) monies in the Surplus Account otherwise may
be used for any other lawful purpose of the Board. Sums from time to time in the Surplus Account shall
be continuously invested upon direction of the Board in Investment Obligations. The Board shall sell at
the best price obtainable, or present for redemption, any Investment Obligations purchased by it as an
investment whenever it shall be necessary in order to provide moneys to effectuate the purpose of the
Surplus Account. Any interest earned or sums realized as a result of investment of moneys in the Surplus
Account in Investment Obligations shall accrue to, and be a part of, said Surplus Account.

Redemption Provisions

The Resolution provides that, whenever bonds are to be redeemed, the Board shall give notice for
the redemption of bonds determined by the Board to be redeemed. Notice shall be given by registered
mail only, postage prepaid, at least thirty (30) days before the redemption date, addressed to the registered
holder at the address shown in the records of the Registrar. After such notice has been given, the bonds or
portions thereof so called for redemption shall become due and payable on the redemption date so
designated in an amount equal to the principal amount thereof, premium, if any, plus interest accrued and
unpaid to the redemption date. If on the redemption date, moneys for the redemption of all the bonds or
portions thereof of any Series and maturity to be redeemed, together with interest to the redemption date,
shall be held by any paying agent so to be available therefor on such date and if notice shall have been
given as aforesaid, then, from and after the redemption date, interest on such bonds or portions thereof
shall cease to accrue. If less than all outstanding bonds of a series and maturity are to be redeemed, the
Registrar shall select, in such manner as the Registrar shall determine, each $5,000 of the principal
amount of bonds to be redeemed.

Issuance of Notes, Additional Bonds and Other Obligations

The Resolution provides that the Board may issue notes in anticipation of an authorized issuance
of a series of bonds in a principal amount not to exceed the principal amount of such bonds. Notes are
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payable from any moneys of the Board available therefor and not pledged under the Resolution for the
benefit of the bonds and from the proceeds of the sale of any authorized series of bonds in anticipation of
which notes were issued. Such proceeds may be pledged for payment of the principal of the notes and
such pledge will have priority over any pledge created by the Resolution.

The Resolution provides that the Board may issue notes, bonds and other obligations having such
terms and secured by a pledge of such funds as the resolution authorizing the issue provides, but any
pledge to the holders of such notes, bonds or other obligations of a fund or account created under the
Resolution is required to be subordinated in all respects to the pledge created under the Resolution for the
benefit of the holders of bonds, except that proceeds of the sale of bonds may be pledged for the payment
of notes issued in anticipation thereof as aforesaid and additional series of bonds may be issued on a
parity with the initially issued bonds and secured equally by the revenues and assets pledged under the
Resolution and payable equally therefrom, as herein described.

Issuance of Parity Bonds

The Resolution provides that from and after the issuance of any bonds thereunder, the Resolution
shall constitute the sole and exclusive method for the issuance of any further bonds by the Board.

The Board reserves the right to issue additional series of bonds payable from the revenues of the
Board on a basis of parity and equality with all other parity bonds authorized to be issued by the
Resolution in order to: (a) reconstruct, repair and improve the Board’s electric system; (b) make, acquire,
construct and install additions, extensions, betterments or improvements thereto; (c) acquire existing
electric works and electric distributions systems from any person, if said electric works and electric
distribution systems are revenue- producing; and (d) refund any outstanding bonds. No such parity bonds
shall be issued unless: (i) the facility or facilities to be acquired, constructed, reconstructed or improved
from parity bond proceeds are made an integral part of the Board’s electric system and revenues
therefrom are pledged as additional security for all outstanding bonds and additional parity bonds; (ii) the
Board is in compliance with all covenants and undertakings in connection with all of its bonds then
outstanding and payable from the revenues and pledged receipts; (iii) the net annual income and revenues
of the Board for a period of twelve (12) consecutive months of the eighteen (18) months immediately
prior to the issuance of said parity Bonds are certified in writing by an independent firm of state-licensed
Certified Public Accountants to have been equal to at least 1.20 times the average annual debt service
requirement coming due in any future twelve (12) month period beginning July 1 and ending June 30 on
all outstanding bonds, together with the parity bonds to be issued; and (iv) the net annual income and
revenues of the Electric System for a period of twelve (12) consecutive months of the eighteen (18)
months immediately prior to the issuance of said parity Bonds, are certified in writing by an independent
firm of state licensed Certified Public Accountants (subject to adjustments as provided in the Resolution)
to have been equal to at least one and ten hundredths (1.10) times the average annual debt service
requirement coming due in any future bond fiscal year on all Bonds and subordinate debt outstanding
payable from pledged receipts, together with the parity bonds then to be issued.

The net annual income and revenues of the Electric System may be adjusted by a firm of
independent state-licensed Certified Public Accountants to reflect, for the historical period being tested,
any revision in the schedule of electric rates, rentals and charges being actually imposed and billed by the
Board at the time of issuance of parity bonds. The net annual income and revenues may also be adjusted
in writing by a consulting engineer of national recognition to take into account and reflect, for the
historical period being tested, the amount of additional net income and revenues to be realized by the
Board: (a) by virtue of the acquisition by the Board of existing and operating electric works and electric
distribution facilities; and (b) by virtue of contractual relationships between the Board and other
municipal corporations or other entities where such income and revenues are historically determinable. A
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further adjustment to the net annual income and revenues may also be made by adding an estimate of a
consulting engineer of the annual increase in operating revenues anticipated to be derived from the
extensions, additions, replacements and betterments to be financed by such additional bonds, less the
engineer’s estimate of any additional expenses of operation and maintenance.

In the event parity bonds are issued in the future, the Board is required to: (i) adjust the monthly
deposits into the Bond and Interest Sinking Fund in the manner prescribed by the Resolution to reflect the
actual debt service on the additional parity bonds; and (ii) adjust the prescribed amount to be accumulated
in the Debt Service Reserve in accordance with the provisions of the Resolution and fund from such
parity bonds said additional amount in the Debt Service Reserve, being the maximum debt service
requirement in any Bond Fiscal Year with respect to outstanding bonds of all series.

Issuance of Refunding Bonds

Bonds of one or more series may be issued to refund outstanding bonds subject to the following
provisions and limitations. A series of Refunding Bonds may be delivered only upon receipt of:

@ irrevocable instructions to the Paying Agent and Registrar in respect of the bonds to be
refunded to give due notice of redemption of all bonds to be refunded on a specified
redemption date, and

(b) irrevocable instructions to the Paying Agent and Registrar in respect of the bonds to be
refunded to give due notice provided for in the Resolution to the Holders of outstanding
bonds being refunded.

© either

Q) moneys in an amount sufficient to effect payment at the applicable principal
amount and premium, if any, of the bonds to be refunded, together with accrued
interest thereon to the date of redemption, or

(i) Defeasance Obligations, the principal of and interest on which, when due, will
provide moneys which, together with any moneys deposited with the appropriate
depository at the same time, will be sufficient to pay the principal or premium, if
any, of and interest due or to become due on the bonds to be refunded.

(d) all other documents required to be delivered to the Paying Agent in respect of the bonds
to be refunded as a condition precedent to delivery of bonds under the Resolution and any
series resolution.

In addition, the Paying Agent is required to deliver to the Board at the time of delivery of the
refunding bonds a certificate stating that it holds in trust the moneys and/or investments required to effect
the aforesaid redemption on the date specified in such series resolution.

Modification, Adoption and Requirement for Consent

The Resolution provides procedures whereby the Board may amend the Resolution by adoption
of a Supplemental Resolution.
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Amendments that may be made without the consent of the bondholders must be for purposes of
further securing the bonds, imposing further limitations on or surrendering rights of the Board or curing
ambiguities.

Series Resolutions may be adopted from time to time pursuant to compliance with the conditions
of the Resolution to provide for the issuance of one or more series of bonds and to prescribe the terms and
conditions thereof.

Amendments of the respective rights and obligations of the Board and the Bondholders may be
made with the written consent of the holders of not less than 66-2/3% in principal amount of the
outstanding Bonds affected by such amendment. No such amendment shall permit a change in the terms
of redemption or maturity of the principal of any outstanding bond or any installment of interest thereon
or a reduction in the premium payable with respect thereto or the rate of interest thereon or reduce the
percentages or otherwise affect the classes of bonds the consent of the holders of which is required to
effect such amendment.

Certain Covenants of the Board

Among other covenants made by the Board in the Resolution are those related to the following
matters:

Tax Covenant. The Board has covenanted to do and perform all acts and things permitted by law
and necessary or desirable in order to assure that interest paid by the Board on the Bonds shall, for the
purposes of Federal income taxation, be exempt from income taxation under any valid provision of law.
The Board shall not permit at any time or times any of the proceeds of the Bonds or other funds of the
Board to be used directly or indirectly to acquire any securities or obligations, the acquisition of which
would cause any Bond to be an “arbitrage bond” as defined in subsection (c) of Section 103 of the
Internal Revenue Code as then in effect (now Section 103(b)(2) and 148 of the Internal Revenue Code of
1986) and to be subject to treatment under subsection (c) (1) of such Section, as an obligation not
described in subsection (a) (1) of such Section, unless under any valid provisions of the law hereafter
enacted, the interest paid by the Board on the Bonds shall be excusable from the gross income of a
recipient thereof for Federal income tax purposes without regard to compliance with the provisions of
subsection (c) of Section 103 of the Internal Revenue Code (now Section 103(b)(2) and 148 of the
Internal Revenue Code).

In order to assure compliance with such covenant, the Board, from the date of adoption of the
Resolution, has covenanted that it shall not:

@ make any investment in connection with the Electric System that produces a
yield in excess of such applicable maximum yield as may be permitted by the
Internal Revenue Code, and

(b) invest or direct any depository to invest moneys in any such Fund or Account in
Investment Obligations that produce a vyield in excess of such applicable
maximum yield as may be permitted by the Internal Revenue Code.

The Board further covenants that prior to the issuance of any series of bonds the Board shall
certify by issuance of a certificate that on the basis of the facts, estimates and circumstances in existence
on the date of issue of such Series it is not expected that the proceeds thereof will be used in a manner that
would cause such obligations to be arbitrage bonds.
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Accounts and Reports. The Board shall keep complete and accurate books of record and accounts
relating to the Electric System, and all Funds and Accounts established by the Resolution, which are
subject at reasonable times to the inspection of the holders of an aggregate of not less than five percent
(5%) in principal amount of the bonds then outstanding or their representatives duly authorized.

General Compliance. The Board has covenanted to faithfully and punctually perform all duties
with reference to the Electric System required by the Constitution and Laws of the Commonwealth of
Kentucky, Chapter 96 and Sections 96.550 to 96.900, inclusive, of the Kentucky Revised Statutes, and by
the terms and provisions of the Resolution.

Rates and Charges. The Board has covenanted to at all times establish, enforce and collect rates,
rentals and charges for the services and facilities afforded by said Board’s works and facilities, the same
to be adequate to operate and maintain the public Utility System, provide necessary allowances for
depreciation and for extensions and additions, and to timely retire all outstanding bonds and interest
thereon. Such rates must also be adequate to accumulate and maintain all reserves as provided in the
Resolution, and to provide, after fulfillment of all contractual obligations required of the Board incident to
the bonds, including accumulation and maintenance of all reserves, and after payment of operating and
maintenance costs of the Board, 1.20 times coverage of annual principal, interest and sinking fund
requirements on all bonds. If necessary, such rates, rentals and charges must be adjusted from time to time
in order to comply with the Resolution (see “Security and Sources of Payment - Rate Covenant”).

Budgets. On or before the first day of each calendar year, so long as any bonds authorized or
permitted to be issued by the Resolution are outstanding, the Board shall adopt an annual budget of
current expenses covering its fiscal operations for the ensuing calendar year and will promptly file a copy
of each such Budget, and any amendments thereto, in the office of the Secretary of the Board. Copies of
same shall be furnished to any bondholder upon request. The Board may file amendments of the Annual
Budget for the remainder of the calendar year. The Board shall not incur current expenses in excess of the
amounts provided therefore in the annual budget as originally prepared or as amended, except upon
resolution duly adopted by the Board of Commissioners determining :hat such expenses are necessary in
order to operate and maintain the Electric System.

No Decrease in Rates, Rentals and Charges. Unless the Board is required by an electrical
supplier to make a reduction in retail rates, rentals and charges and said reduction in rates, rentals and
charges is not greater than or is equal to the reduction in wholesale rates then being paid to the electrical
supplier, the Board shall not at any time make any reduction in any prevailing schedule of rates, rentals
and charges for use of the services and facilities of the Board without first obtaining the written
determination of a Consulting Engineer of National Recognition in the Field of Electrical Engineering to
the effect that the proposed reduction will not adversely effect the ability of the Board to meet all the
requirements and covenants set forth in this General Bond Resolution.

Annual Audit. The Board has covenanted that it will, within sixty (60) days after the end of each
calendar year cause an audit to be made of the books of record and accounts pertinent to the Board, and a
report to be issued by an independent state-licensed certified public accountant reflecting in reasonable
detail the financial condition and results of operations of the Board, including the status of the several
Funds created by the Resolution, the status of required insurance and fidelity bonding as provided by the
Resolution, all in accordance with generally accepted governmental accounting principles. A copy of such
audit must be submitted to the Board of Commissioners of the Board, and a copy of same shall be filed in
the office of the Board where it will be available for public inspection.

Insurance of Facilities and Fidelity Bonding of Personnel. The Board has covenanted to keep
all buildings, machinery and equipment constituting any part of the public Utility System insured as
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provided in the Resolution, and to cause each officer or other person having custody of any moneys
administered under the provisions of the Resolution to be bonded at all times in an amount at least equal
to $25,000. The Board has further covenanted to carry public liability, vehicular insurance and property
damage insurance.

Waiver of Laws. The Board has covenanted not to insist upon or plead in any manner whatsoever,
or claim or take the benefit or advantage of, any stay or extension law not or at any time hereafter in force
which may affect the covenants and agreements contained in the Resolution or in any series resolution or
supplemental resolution or in the bonds, and all benefit or advantage of such law or laws has been
expressly waived by the Board.

Termination of Electric Services to Delinquent Users. The Board has covenanted that pursuant
to any applicable provisions of law, it will, to the maximum extent authorized by law, enforce and collect
the schedule of rates, rentals and charges imposed upon users of the Board’s works and facilities, and will
promptly cause electric service to be discontinued to any premises where such Board bill is not paid in
full.

Defaults and Remedies
The General Bond Resolution declares each of the following events to be an “Event of Default”:

@ default by the Board in the payment of any principal installment or premium, if any, on
any bond when due;

2 default by the Board in the payment of any instaliment of interest on the bonds when due;

3) failure or refusal by the Board to comply with the Act pursuant to which the Board was
created, or-default in the performance or observance of any other of the covenants,
agreements or conditions contained in the Resolution, any series resolution, any
supplemental resolution or the bonds, and such failure, refusal or default shall continue
for a period of forty-five (45) days after written notice thereof by the holder of not less
than five percent (5 %) in principal amount of the outstanding bonds.

The Resolution provides that upon the happening and continuance of any event of default, the
holders of not less than twenty-five percent (25%) in principal amount of the outstanding bonds may
proceed, in their own name, subject to certain provisions in the Resolution, to protect and enforce the
rights of the bondholders by such of the following remedies as such bondholders, being advised by
counsel, shall deem most effectual, including the following:

@ enforce by mandamus or other suit, action or proceedings at law or in equity all
rights of the bondholders, including the right to require the Board to enforce,
collect and receive electric rates, rentals and charges adequate to carry out the
covenants and agreements of the Board as to production of income, and to
require the Board to carry out any other covenant or agreement with bondholders
and to perform its duties under the Act;

(b) bring suit upon the bonds;

(© require the Board by action or suit to account as if it were the trustee of an
express trust for the holders of the bonds;
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(d) enjoin by action or suit any act or things which may be unlawful or in violation
of the rights of the holders of the bonds;

(e) by action or suit in equity, seek the appointment of a receiver who shall take
charge of and administer the affairs of the Board;

()] declare all bonds due and payable, and if all default shall be made good
(excepting acceleration provisions), then with the written consent of not less than
twenty-five percent (25%) in principal amount of the holders of outstanding
bonds, to annul such declaration and its consequences; and

(9) in the event that all bonds are declared due and payable, and a receiver is
appointed, to sell all investments and all other assets of the Board (to the extent
not theretofore set aside for redemption of bonds for which call has been made),
and to cause the receiver to take over the public utility system and operate same
in the name of the Board for the use and benefit of the bondholders.

No Individual Liability

All covenants, stipulations, promises, agreements and obligations of the Board in the Resolution
shall be deemed to be the covenants, stipulations, promises, agreements and obligations of the Board and
not of any member, officer, director or employee of the Board in his individual capacity, and no recourse
shall be had for the payment of the principal, premium, if any, or interest on the bonds or for any claims
based thereon or on the Resolution against any member, officer, director or employee of the Board or any
natural person executing the bonds.

LEGAL MATTERS

Legal matters incident of the authorization and issuance of the Bonds are subject to the approval
of Frost Brown Todd LLC, Bond Counsel, Louisville, Kentucky. The form of the approving legal opinion
of Frost Brown Todd LLC is attached hereto as Appendix F. Certain legal matters will be passed upon
for the Board by its counsel, John A. Gregory, Jr., Murray, Kentucky.

Bond Counsel has reviewed legal matters incident to those sections of the Official Statement
entitled the “The Bonds,” “Security and Sources of Payment,” “General Bond Resolution,” “Continuing
Disclosure” and “Tax Exemption,” and is of the opinion that the statements contained in such identified
sections are, as to law and legal conclusions, correct and that such sections fairly summarize the contents
of documents therein described. Bond Counsel assumes no responsibility for the accuracy or
completeness or other statements contained in the Official Statement.

ABSENCE OF MATERIAL LITIGATION

There is no controversy or litigation of any nature now pending or threatened, restraining or
enjoining the issuance, sale, execution or delivery of the Bonds; or in any way contesting or affecting the
validity of such Bonds, or any proceedings of the Board taken with respect to the issuance or sale thereof,
or the pledge or application of any moneys or security provided for the payment of the Bonds, or the due
existence or powers of the Board.
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TAX EXEMPTION

In the opinion of Bond Counsel for the Bonds, based upon an analysis of existing laws,
regulations, rulings and court decisions, interest on the Bonds is excluded from gross income for Federal
income tax purposes. Bond Counsel for the Bonds is also of the opinion that interest on the Bonds is not a
specific item of tax preference under Section 57 of the Internal Revenue Code of 1986 (the “Code”) for
purposes of the Federal individual or corporate alternative minimum taxes. Furthermore, Bond Counsel
for the Bonds is of the opinion that the Bonds and interest thereon are exempt from income taxation and
ad valorem taxation by the Commonwealth of Kentucky and any political subdivision thereof.

The Code imposes various restrictions, conditions, and requirements relating to the exclusion
from gross income for Federal income tax purposes of interest on obligations such as the Bonds. The
Board covenanted to comply with certain restrictions designated to ensure that interest on the Bonds will
not be includable in gross income for Federal income tax purposes. Failure to comply with these
covenants could result in interest on the Bonds being includable in income for Federal income tax
purposes and such inclusion could be required retroactively to the date of issuance of the Bonds. The
opinion of Bond Counsel assumes compliance with these covenants. However, Bond Counsel has not
undertaken to determine (or to inform any person) whether any actions taken (or not taken) or events
occurring (or not occurring) after the date of issuance of the Bonds may adversely effect the tax status of
the interest on the Bonds.

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

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

For example, although Bond Counsel for the Bonds is of the opinion that interest on the Bonds
will not be a specific item of tax preference for the alternative minimum tax, corporations are required to
include all tax-exempt interest in determining “adjusted current earnings” under Section 56(c) of the
Code, which may increase the amount of any alternative minimum tax owed. Receipt of tax exempt
interest, ownership or disposition of the Bonds may result in other collateral Federal, state or local tax
consequences for certain taxpayers, including without limitation, increasing the federal tax liability of
certain foreign corporations subject to the branch profits tax imposed by Section 884 of the Code,
increasing federal tax liability of certain insurance companies under Section 832 of the Code, increasing
federal tax liability and affecting the status of S Corporations subject to Sections 1362 and 1375 of the
Code, increasing the federal tax liability of certain individuals recipients of Social Security or Railroad
Retirement benefits under Section 86 of the Code and limiting the use of the Earned Income Credit under
Section 32 of the Code that might otherwise be available. Ownership of any Bonds may also result in the
limitation of interest and certain other deductions for financial institutions and certain other taxpayers,
pursuant to Section 265 of the Code. Finally, residence of the holder of the Bonds in a state other than
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Kentucky or being subject to tax in a state other than Kentucky, may result in income or other tax
liabilities being imposed by such states of their political subdivisions based on the interest or other
income from the Bonds.

QUALIFIED TAX-EXEMPT OBLIGATIONS

The Board has designated the Bonds as “qualified tax-exempt obligations” under Section 265 of
the Code.

FINANCIAL ADVISOR

Bidders are advised that J.J.B. Hilliard, W.L. Lyons, LLC has been employed as Financial
Advisor in connection with the issuance of the Bonds. Their fee for services rendered with respect to the
sale of the Bonds is contingent upon the issuance and delivery thereof. They may submit a bid for the
purchase of the Bonds at the time of the advertised public sale, either individually or as a member of a
syndicate organized to submit a bid for the purchase of the Bonds.

RATING

As noted on the cover page of this Preliminary Official Statement, Moody’s Investors Service
(“Moody’s™) has assigned a rating of “Aa2”. Such rating is conditioned upon the issuance of the Bond
Insurance by Assured Guaranty Corp. In addition, Moody’s has assigned an underlying municipal bond
rating of “Baal” with respect to the Board independent of the Bond Insurance.

Such rating reflects only the view of said organization. Any explanation of the significance of
such rating may only be obtained from Moody’s Investors Service, at the following address: Moody’s
Investors Service, Inc., 7 World Trade Center, 250 Greenwich Street, New York, New York 10007.

There can be no assurance that a rating when assigned will continue for any given period of time
or that it will not be lowered or withdrawn entirely by the rating agency if in its judgment circumstances
so warrant. Any such downward change in or withdrawal of a rating may have an adverse effect on the
marketability and/or market price of the Bonds.

The Board presently expects to furnish such rating agency with information and material that it
may request on future general obligation bond issues. However, the Board assumes no obligation to
furnish requested information and materials, and may issue debt for which a rating is not requested.
Failure to furnish requested information and materials, or the issuance of debt for which a rating is not
requested, may result in the suspension or withdrawal of the rating agency’s ratings on outstanding
general obligation bonds.

CONTINUING DISCLOSURE

In accordance with Securities and Exchange Commission Rule 15¢2-12 (the “Rule”), the Board
(the “Obligated Persons”) will agree pursuant to a Continuing Disclosure Agreement dated as of
December 1, 2009, (the ‘Disclosure Agreement”) with BB&T, Wilson, North Carolina, as disclosure
agent (the “Disclosure Agent”), to be delivered on the date of delivery of the Bonds, to cause the
following information to be provided through the Disclosure Agent:

Q) to the Electronic Municipal Market Access System ("EMMA") certain annual financial

information and operating data, including audited financial statements, generally
consistent with the information contained under the heading “The Electric System” and in
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Appendix A of this Preliminary Official Statement (the “Operating and Financial Data");
such information shall be provided on or before the 270th day following the fiscal year
ending on the preceding December 31;

(i) to EMMA, if any, notice of the occurrence of the following events, if material, with
respect to the Bonds:

(@)
(b)
(©)
(d)
(€)
(f)
(9)
(h)

()
(k)
(0

(m)

Principal and interest payment delinquencies;

Non-payment related defaults;

Unscheduled draws on debt service reserves reflecting financial difficulties;
Unscheduled draws on credit enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions or events affecting the tax-exempt status of the security;
Modifications to rights of security holders;

Bond calls, except for mandatory scheduled redemptions not otherwise
contingent upon the occurrence of an event;

Defeasances;
Release, substitution or sale of property securing repayment of the securities;
Rating changes; and

The cure, in the manner provided under the Bond Resolution, of any payment or
nonpayment related default under the Bond Resolution; and

The issuance of any Additional Bonds or other indebtedness on a parity with the
Bonds.

(iii)  to EMMA, if any, notice of a failure (of which the Obligated Persons or Disclosure Agent
has knowledge) of an Obligated Person to provide the required Annual Financial
Information on or before the date specified in the Disclosure Agreement.

The Disclosure Agreement provides bondholders, including beneficial owners of the Bonds, with
certain enforcement rights in the event of a failure by the Obligated Persons to comply with the terms
thereof; however, a default under the Disclosure Agreement does not constitute an event of default under
the Bond Resolution. The Disclosure Agreement may also be amended or terminated under certain
circumstances in accordance with the Rule as more fully described therein. Bondholders are advised that
the Disclosure Agreement should be read in its entirety for more complete information regarding its

contents.

For purposes of this transaction with respect to material events as defined under the Rule:

(@)

there are no liquidity providers applicable to the Bonds.
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CONCLUDING STATEMENT

To the extent that any statements made in this Preliminary Official Statement involve matters of
opinion or estimates, whether or not expressly stated to be such, they are made as such and not as
representations of fact or certainty, and no representation is made that any such statements have or will be
realized. Information in this Preliminary Official Statement has been derived by the Board from official
and other sources and believed by the Board to be accurate and reliable.

Information other than that obtained from official records of the Board has not been
independently confirmed or verified by the Board or the Financial Advisor.

Neither this Preliminary Official Statement nor any statement may have been or that may be
made orally or in writing is to be construed as or as part of a contract with the original purchasers or
subsequent holders of the Bonds.

This Preliminary Official Statement has been duly prepared and delivered by the Board and
executed for and on behalf of the Board by its Chairman.

MURRAY ELECTRIC PLANT BOARD

By /s/

Chairman
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APPENDIX A

City of Murray, Kentucky
Electric Plant Board
Refunding Revenue Bonds, Series 2009

Operating and Financial Data
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Operating Information (Electric System)

Average Demand (MegaWatts)

Year Average Demand
2009 51.213
2008 51.676
2007 51.682
2006 52.800
2005 51.713

Electric Customer Segment Information

2005 2006 2007 2008 2009
Residential 6,180 6,193 6,224 6,336 6,333
Gen. Power - 50kW & under 1,262 1,263 1,280 1,405 1,401
Gen. Power - over 50kW 155 153 152 162 160
Outdoor Lighting 463 467 470 452 445
Top Ten Largest Customers for 2009
Annual Annual
Sales Revenue kWh Usage
Murray State University $3,997,865 50,321,006
Briggs Stratton Corp 2,262,832 33,188,412
Dean Foods 1,949,804 27,980,781
Murray Calloway Hospital 940,289 11,530,800
Kenlake Foods 653,514 7,791,880
Wal Mart Stores 445,068 5,507,760
Calloway Bd of Education 330,080 3,274,240
Murray Water and Sewer (wastewater plant) 256,862 3,080,040
Lowes #722 243,347 2,693,160
Murray Water & Sewer (water treatment plant) 185,709 2,029,460

(The Remainder of This Page Intentionally Left Blank)
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MURRAY ELECTRIC SYSTEM
RESIDENTIAL RATES

SCHEDULE RS*

Availability

This rate shall apply only to electric service to a single-family dwelling (including its
appurtenances if served through the same meter), where the major use of electricity is for
domestic purposes such as lighting, household appliances, and the personal comfort and
convenience of those residing therein.

Character of Service

Alternating current, single-phase, 60 hertz. Power shall be delivered at a service voltage
available in the vicinity or agreed to by Distributor. Multiphase service shall be supplied
in accordance with Distributor's standard policy.

Base Charges

Customer Charge:
$11.09 per month, less Hydro Allocation Credit:
$1.71 per month=minimum monthly chg. of $9.38

Energy Charge:
8.340 cents per kW hour per month

Adjustment

The base energy charge shall be increased or decreased in accordance with the current
adjustment addendum published by TVA. In addition, the base energy charge and the
hydro allocation credit shall be increased or decreased to correspond to increases or
decreases determined by TVA in the value of the hydro generation benefit allocated to
residential customers.

Minimum Monthly Bill

The base customer charge, as reduced by the hydro allocation credit, constitutes the
minimum monthly bill for all customers served under this rate schedule except those
customers for which a higher minimum monthly bill is required under Distributor's
standard policy because of special circumstances affecting Distributor's cost of rendering
service.

*Incorporates October 2003 Environmental Adjustments and adjustments set October 2009
Adjustment Addendum.
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Payment

Bills under this rate schedule will be rendered monthly. Any amount of bill unpaid after
due date specified on bill may be subject to additional charges under Distributor's

standard policy.

Single-Point Delivery

The charges under this rate schedule are based upon the supply of service through a
single delivery and metering point, and at a single voltage.

Service is subject to Rules and Regulations of Distributor.

(The Remainder of This Page Intentionally Left Blank)
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MURRAY ELECTRIC SYSTEM
COMMERCIAL RATES

SCHEDULE GSA*

Availability

This rate shall apply to the firm power requirements (where a customer’s contract
demand is 5,000 kW or less) for electric service to commercial, industrial, and
governmental customers, and to institutional customers including, without limitation,
churches, clubs, fraternities, orphanages, nursing home, rooming or boarding houses, and
like customers. This rate shall also apply to customers to whom service is not available
under any other resale rate schedule.

Character of Service
Alternating current, single-or three-phase, 60 hertz. Power shall be delivered at a service
voltage available in the vicinity or agreed to by Distributor.

Base Charges

1. If (a) the higher of (i) the customer’s currently effective contract demand, if any, or
(ii) its highest billing demand during the latest 12-month period is not more than 50
kW and (b) customer’s monthly energy takings for any month during such period do
not exceed 15,000 kWh:

Customer Charge: $19.23 delivery point per month
Energy Charge: 9.210¢ per kWh per month.

2. If (a) the higher of (i) the customer’s currently effective contract demand or (ii) its
highest billing demand during the latest 12-month period is greater than 50 kW but
not more than 1,000 kW or (b) the customer’s billing demand is less than 50 kW and
its energy takings for any month during such period exceed 15,000 kWh:

Customer Charge: $77.97/delivery point per month

Demand Charge: First 50 kW of billing demand/month, no demand charge
Excess over 50 kW of billing demand per month, at $13.41 per kW.
Energy Charge: First 15,000 kWh per month at 9.140¢ per kWh.
Additional kwh per month at 4.865¢ per kWh.

*Incorporates October 2003, Environmental Adjustments and adjustments set out in the October
2009 Adjustment Addendum.
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3. If (a) the higher of the customer’s currently effective contract demand or (b) its
highest billing demand during the latest 12-month period is greater than 1,000 kW:

Customer Charge: $181.93 per delivery point per month.

Demand Charge: First 1,000 kW of billing demand per month at $13.56 per kW.
Excess over 1,000 kW of billing demand per month, at $14.95/kW, plus an additional
$14.95 per kW per month for each kW, if any, of the amount by which the customer’s
billing demand exceeds the higher of 2,500 kW or its contract demand.

Energy Charge: 4.964 cents per kWh per month.

Adjustment

The base demand and energy charges shall be increased or decreased in accordance with

the current Adjustment Addendum published by TVA. (In addition, such charges shall be
increased or decreased to correspond to increases or decreases determined by TVA in the
value of the hydro generation benefit allocated to residential customers.)

Determination of Demand

Distributor shall meter the demands in kW of all customers having loads in excess of 50
kW. The metered demand for any month shall be the highest average during the 30-
consecutive-minute period of the month of the load metered in kW. The measured
demand for any month shall be the higher of the highest average during any 30-
consecutive-minute period of the month of (a) the load metered in KW or (b) 85% of the
load in kKVA plus an additional 10 % for that part of the load over 5,000 kVA, and such
measured demand shall be used as the billing demand, except that the billing demand for
any month shall be used as the billing demand, except that the billing demand for any
month shall in no case be less than 30% of the higher of the currently effective contract
demand or the highest billing demand established during the preceding 12 months.

Minimum Bill

The monthly bill under this rate schedule shall not be less than the sum of (a) the base
customer charge, (b) the base demand charge, as adjusted, applied to the customer’s
billing demand, and (c) the base energy charge, as adjusted, applied to the customer’s
energy takings; provided, however, that, under 2 of the Base Charges, the monthly bill
shall in no event be less than the sum of (a) the base customer charge and (b) 20% of the
portion of the base demand charge, as adjusted, applicable to the second block (excess
over 50 kW) of billing demand, multiplied by the higher of the customer’s currently
effective contract demand or its highest billing demand established during the preceding
12 months.

Distributor may require minimum bills higher than those stated above.
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Seasonal Service

Customers who contract for service on a seasonal basis shall be limited to 2,500 kW and
shall pay the above charges, as adjusted, plus an additional seasonal use charge equal to
(1) 1.33¢/kWh per month under 1 of the Base Charges, (2) the sum of 1.33¢ per kWh for
the first 15,000 kWh per month and $4.00 per kW per month of billing demand in excess
of 50 kW under 2 of the Base Charges, and (3) $4.00 per kW per Month of billing
demand under 3 of the Base Charges. Consistent with Distributor’s standard policy, the
customer may arrange for seasonal testing of equipment during off-peak hours.

For such customers, the minimum bill provided for above shall not apply. Distributor
may require additional charges to provide recovery of costs for customer-specific
distribution facilities.

Contract Requirement

Distributor may require contracts for service provided under this rate schedule.
Customers whose demand requirements exceed 50 kW shall be required to execute
contracts and such contracts shall be for an initial term of at least 1 year. The customer
shall contract for its maximum requirements, which shall not exceed the amount of power
capable of being used by customer, and Distributor shall not be obligated to supply power
in greater amount at any time than the customer’s currently effective contract demand. If
the customer uses any power other than that supplied by Distributor under this rate
schedule, the contract may include other special provisions. The rate schedule in any
power contract shall be subject to adjustment, modification, change, or replacement from
time to time as provided under the power contract between Distributor and TVA.

Payment

Bills under this rate schedule will be rendered monthly. Any amount of bill unpaid after
due date specified on bill may be subject to additional charges under Distributor’s
standard policy.

Single-Point Delivery

The charges under this rate schedule are based upon the supply of service through a
single delivery and metering point, and at a single voltage. If service is supplied to the
same customer through more than one point of delivery or at different voltages, the
supply of service at each delivery and metering point and at each different voltage shall
be separately metered and billed.

Service is subject to Rules and Regulations of Distributor.
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Operating Information (Cable, Internet and Telephone Systems)
Broadband Subscribers

The following represents the number of subscribers for each of the Broadband Divisons
as of December 31 of the years listed.

Division 2004 2005 2006 2007 2008
Cable TV Subscribers 3,027 3,271 3,512 3,584 3,538
Internet Subscribers 2,010 2,300 2,633 2,892 2,886
Telephone Subscribers 1,825 1,813 1,799 1,785 1,738

Source: City of Murray Electric Plant Board

(The Remainder of This Page Intentionally Left Blank)
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MURRAY ELECTRIC SYSTEM

CABLE RATES

RATE CARD-MONTHLY RATES

Basic Cable Service — Channels 2-21........cccccooveiiiiiiiiie e, $10.00*
Expanded Basic Cable Service— Channels 2-70, 76-84 ...........ccccccevvvevuenne. $37.45*
Basic Digital — Basic Digital and DMX channels............cccocevvvieicveinnnnne $52.95*
Premium Digital Only — Basic Digital Cable with HBO/Cinemax Plex,

Starz Plex and DMX channels.........ccocveiviiiiiii i $73.95*
AdAItioNal QULIELS........eviiiceiei e $0.00
Premium Channels
STARZ ..ottt b e e e e et e e rreean $ 8.95*
HBO .. e e $ 8.95*
(O] 44 F- D $ 8.95*
SNOWEIMIE ...ttt b e e e s e e s st e s s sab e e s saba e s sbaeeans $ 8.95*
The MOVIE ChanNEl........cociiieii it sbee s $ 8.95*

(Requires purchase of Expanded Basic Cable Service and addressable converter)

Digital Only

HBO/CINEMAX PIBX ...ttt e et e e e e e eeeeeeeeenaee e $ 12.95*
Showtime/The MOVIE PIEX ..o, $ 12.95*
SEAIZIENCOTE PIBX ...t e et e e e e e e e e r e e nnes $ 12.95*

(Requires purchase of Basic Digital and digital converter)

Digital Basic (BDG) with DMX Channels

One Standard Digital BOX.........cccooeieiieiiineseieese e $15.50
ONe HD Digital BOX .....ccveiiiiiiiieieeic ettt $17.50
One Single DVRIHD BOX......coiiiiiiiiiieisesieese e $18.50
One DUal DVR/HD BOX ...c.voiiiiiiiiiesiesisiseseee e $22.50

(Requires purchase of Expanded Basic Cable Service)

Premium Services Packages

2 Premium ChannElS.......cuiiiiuiiiiiiic et $17.00*
S Premium ChannElS .......c.eeeiceeieiceie ettt e s ree e $24.75*
4 Premium ChannelS........ocuviiiiiiiii e $31.80*
5 Premium ChannElS .......c.eeiiceeieiiiie ettt e s ree e $36.25*

(Requires purchase of Expanded Basic and addressable converter)

*Plus franchise fee
All rates subject to change
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Digital Only

ONE MOVIE PIEX ..ottt $12.95
TWO MOVIE PIEX S ..ttt st $21.00
THIEE IMOVIE PIEX S ...oiiiieiieiesie ettt $31.50
(Requires purchase of Expanded Basic)

Pay-Per-View

Some movies are less; special events are priced per event............cccccevvvenene. $3.99*

Installation Rates
New Installation with 2 Outlets

(NEW OF EXISEING) .vevveveeriesieesieeie e e e e e e e e ste e este e sneesneeneesreesneaneeas FREE
Additonal outlets (SAME triP) ...ocviveieieieie e, $14.95/each*
Additional outlet/Relocate outlet (separate trip)

FIFSt OULIEL ... $24.95*

Any Additional outlets (separate trip)......cccccocevivereeierieernereenn $14.95/each*
Premium UPQrade .......ooveieieieie e $6.00*
Premium Upgrade Trip Charge........ccooevveieiieeneeie e seese e e $15.00*
Transfer and Reconnect Charge.........ccooveieieeiiiie e $24.95*
Service Drop in excess 0f 200 fl.......cccovvveiieiecie e, $0.75/foot*
Converter boxes
Non-addressable (With remOte)..........coevereieniniiise s $ 1.50*
Addressable (15t With remote) ........cccoviveiiiie e $ 2.50*
Additional addressable (With remote)..........cccovveiiiiiiinieieeree e $ 3.00*
Digital Only
Standard digital DOX .........ccciiiiriiieiiiee s $ 5.00*
HD only digital DOX ........cccooviiiiiiiiieicc e $ 7.00*
Single DVR/HD digital DOX.......cccooiiiiiiiiiiieeeeee e $ 8.00*
Dual DVR/HD digital BOX .....ccocoveiiiiiiiiiicececeeeeeee e $ 12.00*

General Charges for Both Internet and Cable Services

Trip Charge (Non-system problem)
During BUSINESS NOUTS.........coiiiieieccce e $30.00
After hours (AFter 4:30 PM) ....coeeieiieiesese e $50.00

*Plus franchise fee
All rates subject to change

(The Remainder of This Page Intentionally Left Blank)
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MURRAY ELECTRIC SYSTEM

HIGH SPEED INTERNET ACCESS RATES

Internet Rates for Cable Internet Access With Basic Cable Service

Residential
Tier 1 — 500 KBPS ...ooiviiiiieieieee e $ 22.45*
Tier 2 — 1,000 KDPS ...ocveiieiieieiieceeie e $ 32.95*
THEr 3= 3 MBS ittt $ 40.95*
THEr 4 — B MDPS....ociiiicece e $ 52.45*
THEr 5 = 12 IMIDPS ..ottt $ 67.49*

Additional e-mail addresses and alias e-mail addresses available at additional costs.
Configuration and/or installation of an Ethernet card (NIC) in your PC must be done prior
to final installation and will be at the customer's expense. Multiple computers also will
require additional equipment.

Residential customers who do not have Basic Cable Service need to add an additional fee
of $10.00 to the monthly charge.

Commercial

L= G R 1V o] oSSR $41.95*

THEr 2 = 3 MDPS ..ttt $ 58.45*

THEr 4 — B MDPS.....ciiiciece e e $ 81.95*

TIEr 5 = 12 IMIDPS....oieiicieiieieee et $102.45*
Optional Services
SEALIC TP AQAIESS ... e $ 5.00 per mo.
Additional E-Mail AdAreSSES........ccveiveieiieieeie e $ 1.50 per mo.

Additional e-mail addresses and alias e-mail addresses available at additional costs.
Configuration and/or installation of an Ethernet card (NIC) in your PC must be done prior
to final installation and will be at the customer's expense. Multi computers also will
require additional equipment.

Commercial customers who do not have Basic Cable Service need to add an additional
fee of $10.00 to the monthly charge.

*Plus Franchise Fee
MES reserves the right to monitor usage of bandwidth and to adjust charges accordingly.

ALL RATES SUBJECT TO CHANGE.
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City of Murray (Kentucky)
Electric Plant Board
Balance Sheet

For Year Ended June 30
2008 2007 2006 2005 2004
Current Assets
Cash $ 874,368 $ 1,335,694 $ 1,375,298 $ 948,995 $ 564,275
Certificates of Deposit 25,000 25,000 25,000 25,000 25,000
Customer Accounts Receivable 2,350,046 2,170,837 2,155,797 1,905,926 2,013,598
Dean Foods Accounts Receivable - - 16,135 138,230 253,687
Materials and Supplies 1,064,533 956,194 927,406 944,255 953,986
Other 291,065 231,692 230,560 171,721 187,162
Total Current Assets $ 4,605,012 $ 4,719,417 $ 4,730,196 $ 4,134,127 $ 3,997,708
Fixed Assets
Utility Plant in Service 30,746,146 28,593,560 27,159,335 26,113,270 25,192,955
Accumulated Depreciation (15,144,368) (13,852,761)  (12,617,288) (11,369,291) (10,291,543)
Total Fixed Assets $ 15,601,778 $ 14,740,799 $14,542,047 $ 14,743,979 $ 14,901,412
Other Assets
Unamortized Debt Discount 81,898 86,740 91,580 104,262 19,600
Unamortized Debt Expense 270,518 288,596 306,674 334,086 199,010
Restricted Assets 1,970,412 1,869,015 1,772,638 1,563,457 1,296,738
Other 5,897 9,936 11,844 16,364 21,894
Total Other Assets 2,328,725 2,254,287 2,182,736 2,018,169 1,537,242
Total Assets $ 22,535,515 $ 21,714,503 $21,454,979 $ 20,896,275 $ 20,436,362
Current Liaibilities
Accounts Payable $ 2,251,147 $ 2,048,748 $ 2,073,421 $ 1,810,083 $ 1,871,967
Current Portion of Long Term Debt 565,000 515,000 495,942 361,417 300,385
Notes Payable 400,000 - - - -
Customer Deposits 726,313 642,600 496,815 308,465 352,245
Accrued Interest--Notes and Bonds 43,229 44,821 47,385 48,973 122,370
Customer Deposits Accrued Interest 179,972 163,682 144,941 131,997 129,842
Accrued Taxes 256,511 246,483 265,883 251,385 260,792
Accrued Salaries and Wages 382,902 326,144 309,371 238,951 236,406
Other Accrued Liabilities 239,328 221,689 276,626 315,847 208,844
Total Current Liabilities $ 5,044,402 $ 4,209,167 $ 4,110,384 $ 3,467,118 $ 3,482,851
Non-Current Liabilities
Bonds Payable--Less Current Portion 11,745,000 12,310,000 12,825,000 13,295,000 7,070,000
Notes Payable--Less Current Portion - - 25,488 51,510 6,018,302
Unamortized Bond Premium 7,180 7,715 8,250 8,785 9,319
Other Long Term Liabilities 1,478 5,047 7,057 11,802 17,000
Total Non-Current Liabilities $ 11,753,658 $ 12,322,762 $12,865,795 $ 13,367,097 $ 13,114,621
Total Liabilities $ 16,798,060 $ 16,531,929 $16,976,179 $ 16,834,215 $ 16,597,472
Retained Earnings $ 5,737,455 $ 5,182,574 $ 4,478,800 $ 4,062,060 $ 3,838,890
Total Liabilities and Retained Earnings $ 22,535,515 $ 21,714,503 $21,454,979 $ 20,896,275 $ 20,436,362

Source: Audited Financial Statements of Murray Electric Plant Board.
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City of Murray (Kentucky)
Electric Plant Board
Income Statement

For Year Ended June 30

2008 2007 2006 2005 2004
Operating Revenues
Sales of Electrical Energy $ 23,607,822 $ 22,099,860 $ 20,975,107 $ 19,486,265 $ 18,423,328
Miscellaneous Service Revenue 141,693 164,201 181,244 178,694 188,670
Cable Service 2,593,943 2,401,695 2,217,277 2,005,290 1,724,196
Rent from Electric Property 133,047 130,039 128,100 125,520 122,338
Other Electric Revenue 5,568 5,683 30,345 4,881 4,651
Total Operating Revenue 26,482,073 24,801,478 23,532,073 21,800,650 20,463,183
Operating Expenses
Purchased Power 18,924,123 17,518,695 16,687,456 15,402,421 14,672,205
Operation Expenses 3,424,040 3,023,686 2,842,001 2,839,291 2,692,735
Maintenance Expenses 766,984 805,607 773,502 623,711 636,079
Depreciation 1,244,746 1,253,310 1,250,997 1,147,627 1,144,495
Taxes 1,071,266 1,012,908 1,000,462 949,217 987,407
Other Operating Expenses 2,152 2,964 12,842 14,923 4,232
Total Operating Expenses 25,433,311 23,617,170 22,567,260 20,977,190 20,137,153
Non-Operating Revenues (Expenses)
Interest Income 114,246 122,594 94,811 49,919 17,694
Interest Expense (589,920) (601,746) (613,880) (626,071) (661,396)
Amortization Expense (22,919) (22,919) (40,093) (36,916) (35,847)
Gain on Sale of Investments 4,712 21,537 11,089 12,778 19,648
Total Non-Operating Revenues (Expenses) (493,881) (480,534) (548,073) (600,290) (659,901)
Net Income (Loss) $ 554,881 $ 703,774 $ 416,740 $ 223,170 $ (333,871

Source: Audited Financial Statements of Murray Electric Plant Board

(The Remainder of This Page Intentionally Left Blank)
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APPENDIX B

City of Murray, Kentucky
Electric Plant Board
Refunding Revenue Bonds, Series 2009

Schedules of Estimated Debt Service, Estimated Net Debt Service,
Outstanding Debt, and Historical Debt Service Coverage
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City of Murray
Electric Plant Board
Refunding Revenue Bonds, Series 2009

ESTIMATED DEBT SERVICE

Date Principal Interest Total P+l Fiscal Total
6/1/2010 $10,000.00 $84,880.04 $94,880.04 $94,880.04
12/01/2010 55,000.00 85,733.75 140,733.75
6/1/2011 - 85,183.75 85,183.75 225,917.50
12/01/2011 425,000.00 85,183.75 510,183.75
6/1/2012 - 80,933.75 80,933.75 591,117.50
12/01/2012 430,000.00 80,933.75 510,933.75
6/1/2013 - 76,633.75 76,633.75 587,567.50
12/01/2013 440,000.00 76,633.75 516,633.75
6/1/2014 - 71,573.75 71,573.75 588,207.50
12/01/2014 455,000.00 71,573.75 526,573.75
6/1/2015 - 65,317.50 65,317.50 591,891.25
12/01/2015 465,000.00 65,317.50 530,317.50
6/1/2016 - 57,761.25 57,761.25 588,078.75
12/01/2016 485,000.00 57,761.25 542,761.25
6/1/2017 - 49,273.75 49,273.75 592,035.00
12/01/2017 500,000.00 49,273.75 549,273.75
6/1/2018 - 40,523.75 40,523.75 589,797.50
12/01/2018 520,000.00 40,523.75 560,523.75
6/1/2019 - 31,423.75 31,423.75 591,947.50
12/01/2019 540,000.00 31,423.75 571,423.75
6/1/2020 - 21,568.75 21,568.75 592,992.50
12/01/2020 560,000.00 21,568.75 581,568.75
6/1/2021 - 11,068.75 11,068.75 592,637.50
12/01/2021 575,000.00 11,068.75 586,068.75 586,068.75
Total $5,460,000.00 $1,353,138.79 $6,813,138.79 $6,813,138.79

J.J.B. Hilliard, W.L. Lyons, LLC

B-1




City of Murray

Electric Plant Board

ESTIMATED NET DEBT SERVICE

Series 2009
Fiscal Year  Existing Debt Total Debt
Ending 6/30 Service Principal Interest Total P+l Service
2010 $118,121.25 $10,000.00 $84,880.04 $94,880.04 $213,001.29
2011 833,526.25 55,000.00 170,917.50 225,917.50 1,059,443.75
2012 471,172.50 425,000.00 166,117.50 591,117.50 1,062,290.00
2013 471,722.50 430,000.00 157,567.50 587,567.50 1,059,290.00
2014 471,851.25 440,000.00 148,207.50 588,207.50 1,060,058.75
2015 471,408.75 455,000.00 136,891.25 591,891.25 1,063,300.00
2016 470,306.25 465,000.00 123,078.75 588,078.75 1,058,385.00
2017 468,287.50 485,000.00 107,035.00 592,035.00 1,060,322.50
2018 470,387.50 500,000.00 89,797.50 589,797.50 1,060,185.00
2019 471,801.25 520,000.00 71,947.50 591,947.50 1,063,748.75
2020 467,537.50 540,000.00 52,992.50 592,992.50 1,060,530.00
2021 467,582.50 560,000.00 32,637.50 592,637.50 1,060,220.00
2022 471,715.00 575,000.00 11,068.75 586,068.75 1,057,783.75
2023 469,918.75 - - - 469,918.75
2024 472,281.25 - - - 472,281.25
2025 468,900.00 - - - 468,900.00
2026 469,775.00 - - - 469,775.00
Total $8,006,295.00 $5,460,000.00 $1,353,138.79 $6,813,138.79 $14,819,433.79

J.J.B. Hilliard, W.L. Lyons, LLC
Public Finance
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Outstanding Debt Obligations

The following represents the outstanding debt obligations of the Electric Plant Board as of November 1, 2009.

PARITY DEBT
Issue Final Maturity Amount Issued Amount Matured Amount Qutstanding
Series 1998 Revenue Bonds (1) 2021 $ 5,800,000 $1,260,000 $ 4,540,000
Series 1999 Revenue Bonds (1) 2021 1,850,000 405,000 1,445,000
Series 2005 Revenue Bonds 2025 6,455,000 695,000 5,760,000
Total Parity Debt: $ 14,105,000 $2,360,000 $ 11,745,000

(1) Portions of this bond issue are being refunded through the issuance of the 2009 Bonds. See "Series 2009 Bonds" for
further details.

(The Remainder of This Page Intentionally Left Blank)
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City of Murray Electric Plant Board
Debt Service Coverage

FY 2004 FY 2005 FY 2006 FY 2007 FY 2008

Net Income (Loss) $  (333,871.00) $ 223,170.00 $  416,740.00 $ 703,774.00 $ 554,881.00
Add:

Depreciation $ 1,144,495.00 $ 1,147,627.00 $ 1,250,997.00 $ 1,253,310.00 $ 1,244,746.00
Amortization 35,847.00 36,916.00 40,093.00 22,919.00 22,919.00
Interest Expense 661,396.00 626,071.00 613,880.00 601,746.00 589,920.00
Net Revenues Available for Debt Service $ 1,507,867.00 $ 2,033,784.00 $ 2,321,710.00 $ 2,581,749.00 $ 2,412,466.00
Total Parity Debt Service $ 514,909.00 $ 573,507.58 $ 816,585.00 $ 1,042,285.00 $ 1,068,270.00
Coverage (Times) 2.93 3.55 2.84 2.48 2.26

Note: FY 2008 Net Revenues Available for Debt Service ($2,412,466) would provide 2.20 times debt service coverage of the combined

maximum annual debt service ($1,098,095 in Fiscal Year 2012) of the Series 1998, Series 1999, Series 2005 and Series 2009 Bond issues.

(1) Represents Series 1998, Series 1999 and Series 2005 Bond issues.

J.J.B. Hilliard, W.L. Lyons, LLC

Public Finance

(The Remainder of This Page Intentionally Left Blank)
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APPENDIX C

City of Murray, Kentucky
Electric Plant Board
Refunding Revenue Bonds, Series 2009

Demographic Information
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MURRAY, KENTUCKY

Murray, home of Murray State University, is located in extreme southwestern Kentucky.
Murray, with an estimated 2008 population of 16,557, is the county seat of Calloway
County. Murray's location places the city 119 miles northwest of Nashville, Tennessee;
227 miles southwest of Louisville, Kentucky; and 219 miles southeast of St. Louis,
Missouri.

Calloway County covers 386 square miles of gently rolling plains in Kentucky's Jackson
Purchase Region. Kentucky Lake marks the eastern boundary of the county and
Tennessee forms the southern boundary. The estimated 2009 population of Calloway
County was 36,161.

The Economic Framework

Calloway County firms employed 16,772 persons in 2008. Manufacturing firms in the
county reported 2,820 employees; transportation, trade and utilities provided 3,827 jobs;
2,872 people were employed in service occupations; informational, financial activities
and public administration accounted for 1,068 employees; and contract construction firms
provided 678 jobs.

Labor Supply

There is a current estimated labor supply of 10,910 persons available for industrial jobs in
the labor market area. In addition from 2009 through 2012, approximately 9,708 young
persons in the area will become 18 years of age and potentially available for industrial
jobs.

Transportation

Primary highways serving Murray are U.S. Highway 641, and Kentucky Highways 94
and 121, all AAA-rated (80,000-pound gross load limit) trucking highways. The
Purchase Parkway is accessible 18 miles north of Murray via U.S. 641. Interstate 24, a
major east-west highway, is 26 miles north of Murray via U.S. 641 and the Purchase
Parkway. Twenty-one common carrier trucking companies provide interstate and/or
intrastate service to Murray. Rail service is provided to Murray by the K.W.T. Railroad
and the Hardin/Southern Railroad. The Murray-Calloway County Airport, five miles
northwest of the city, has a 5,000-foot paved runway. The nearest scheduled commercial
airline service is available at Barkley Regional Airport near Paducah, 57 miles northwest
of Murray. The Nashville International Airport is 127 miles southeast of Murray.
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Power and Fuel

The Murray Electric System provides electric service to Murray. West Kentucky Rural
Electric Cooperative Corporation serves Calloway County. The source of supply by both
distributors is Tennessee Valley Authority. Murray Natural Gas System provides natural
gas to the city. The source of supply is Texas Gas Resources Corporation.

Education

Two public school systems serve Calloway County. The Murray Independent School
System and the Calloway County School System are each accredited by the Southern
Association of Colleges and Schools. Murray State University is a state-supported
institution of higher education offering undergraduate, graduate, and professional
programs in the field of business and public affairs, creative expression, environmental
sciences, human development and learning, humanistic studies, and industrial
technology. Vocational-technical education is available at the Murray Area Technology
Center, Paducah Area Technology Center, and at the West Kentucky Technical College
in Paducah, 48 miles northwest of Murray.

LOCAL GOVERNMENT
Structure

Murray is served by a mayor and 12 council members. The mayor is elected to a four-
year term and the council members serve two-year terms. Calloway County is served by
a county judge/executive and four magistrates. The judge/executive and magistrates are
elected to four-year terms.

Planning and Zoning

City agency - Murray Planning Commission

Zoning enforced - Within City of Murray

Subdivision regulations enforced - Within City and four miles beyond corporate
limits

Local codes enforced - Building and housing

Mandatory state codes enforced - Kentucky Plumbing Code, National
Electric Code, Kentucky Boiler Regulations and Standards, Kentucky
Building Code (modeled after BOCA code)

Local Fees and Licenses

The City of Murray levies a business license fee ranging from $5.50 to $440 per year.
The amount that manufacturing firms or businesses pay is defined by the number of
employees: less than 25, $82.50, 26 to 50, $165; 51 to 250, $247.50; 251 to 500, $330;
501 and above, $440.
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Property Taxes

The Kentucky Constitution requires the state to tax all classes of taxable property, and
state statutes allow local jurisdictions to tax only a few classes. All locally taxed property
IS subject to county taxes and school district taxes (either a county school district or an
independent school district). Property located inside of city limits may also be subject to
city property taxes.

Special local taxing jurisdictions (fire protection districts, watershed districts, and
sanitation districts) levy taxes within their operating areas (usually a small portion of
community or county).

Property assessments in Kentucky are at 100% fair cash value. Accounts receivable are
taxed at 85% of face value.

LABOR MARKET STATISTICS

The Murray labor market area includes Calloway County and the following additional
counties: Graves, McCracken, Marshall and Trigg, KY; and Henry, TN.

POPULATION
Area 2005 2006 2007 2008 2009
Labor Market Area 194,705 195,117 195,467 197,339 196,427
Murray 15,538 15,725 16,339 16,557 N/A
Calloway County 34,741 35,176 35,240 35,838 36,161

Notes: *Population estimates. N/A - Not Available.
Source: U.S. Department of Commerce, Bureau of the Census.

POPULATION PROJECTIONS

Area 2010 2014 2015 2020 2025
Labor Market Area N/A 197,814 N/A N/A N/A
Calloway County 35,990 N/A 37,349 38,519 39,486

Note:  Population projections are from High Growth Series forecast.

Source: University of Louisville, Urban Studies Center, State Data Center. Projections
for out-of-state labor market counties estimated by the Kentucky Cabinet for
Economic Development.
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EDUCATION

Public Schools

Murray Calloway

FY 2007-08 Independent County

Total Enrollment 1,503 3,179
Accreditation Southern Association of ~ Southern Association of

Colleges and Schools Colleges and Schools

Pupil-Teacher Ratio 14:4 14:5

High School Graduation Rate 94.17 88.71
Expenditures Per Pupil $12,157 $9,269

Vocational-Technical Training

Kentucky Tech secondary (Sec) schools, called area technology centers, are operated by
the Cabinet for Workforce Development and the postsecondary school (P/S), called
technical colleges, are governed by the Kentucky Community and Technical College
System (KCTCS). The following Kentucky Tech Schools in the surrounding area are:
Murray Area Technology Center, West Kentucky Technical College and Paducah Area
Technical Center.

Customized Training

The Kentucky Tech System, through its training and development coordinators, will
provide technical assistance and will identify and develop low-cost customized training
programs and services for both established and prospective businesses. Businesses
wanting to establish a customized training program should contact a training and
development coordinator located at the West Kentucky Technical College (502) 554-
2473,

Assessment Services

Kentucky Tech Career Connections offers to business, education and government
agencies testing packages for evaluating job applicants, selecting employees for
promotional consideration and developing training programs within the organization. A
Career Connections Assessment Center is located at the West Kentucky Technical
College (502) 554-4991.
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Adult Education Services

Adult education programs are available to adults who want to develop new academic
skills, improve basic skills or earn a high school equivalence diploma. In Murray, adult
basic education and adult literacy classes are administered through the Adult Learning
Center at Murray State University, West Kentucky Educational Cooperative, and the
Calloway County Adult Literacy Program.

Bluegrass State Skills Corporation

The Bluegrass State Skills Corporation (BSSC) was established in 1984 by the General
Assembly of The Commonwealth of Kentucky as an independent, de jure corporation to
stimulate economic development through customized business and industry specific skills
training programs. The BSSC works with business and industry and Kentucky's
educational institutions to establish programs of skills training. The BSSC is attached to
the Cabinet for Economic Development for administrative purposes, in recognition of the
relationship between economic development and skills training efforts.

The BSSC is comprised of two economic development tools: matching grants and the
newly authorized Skills Training Investment Credit Act. The BSSC grant program is
available to new, expanding and existing business and industry. Eligible training
activities include pre-employment skills training and assessment; entry level, skills
upgrade and occupational upgrade training; train-the trainer travel; and capacity-building.
The Skills Training Investment Credit Act provides credits to existing businesses for
skills upgrade training.

Colleges and Universities

Location Enroliment
Name (Miles from Murray) Fall 2008
Murray State University Murray, KY 10,022
Bethel College McKenzie, TN (34) N/A
Hopkinsville Community College Hopkinsville, KY (49) 3,235
Mid-Continent University Mayfield, KY (20) 1,636
West Ky Community & Tech College Paducah, KY (36) 6,607
University of Tennessee at Martin Martin, TN (35) N/A



FINANCIAL INSTITUTIONS

Institution Assets Deposits
Branch Banking & Trust (branch of Winston- $132,600,000 $72,900,000
Salem, NC)
Heritage Bank (branch of Hopkinsville) 767,597,000 578,880,000
The Murray Bank 171,980,000 150,289,000
MSU Federal Credit Union 13,801,000 12,266,000
Regions Bank (branch of Birmingham, AL) 141,041,717 94,744,968
US Bank, N.A. (branch of Cincinnati, OH) 237,615,000 131,445,000
Source: American Financial Directory, January-June 2008 Edition.
EXISTING INDUSTRY
Average
Firm Product Employment (1)

Pella Corporation Windows and doors manufacturer 1,000
Briggs & Stratton Corp. Lawn mower engines 645
Kenlake Foods Powdered beverages, hot cereal & salted 331

nut products
Morningstar Single serve-flavored milk in plastic 261

bottles, private packaging, nondairy

flavored creamers
Pulmo-Dose Distribute pharmaceuticals 230
Drywall Systems Plus Inc. Headquarters 95
R.T. Vanderbilt Industrial chemical additives & 64

petroleum product accelerators
S'portable Scoreboards Scoreboards; electronic display products; 55

marquees
Rudolph’s Inc. Wholesale tire distributor 49
Murray Ledger & Times Newspaper publishing & printing 24

Source: Kentucky Cabinet for Economic Development
(1) as of October 2009
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MANAGEMENT'S DISCUSSION AND ANALYSIS
Our discussion and analysis of the Electric Plant Board of the City of Murray, Kentucky's financial
performance provides an overview of the Board’s financial activities for the fiscal year ended June 30, 2008.
Please read it in conjunction with the Board’s financial statements, which begin on page 1.

FINANCIAL HIGHLIGHTS

e The Boards’ retained earnings increased by $554,881 (or 10.7%), which is the amount of the
current year net profit.

e Sales of electrical energy increased by $1,507,962 (or 6.8%). Sales from cable service
increased by $192,248 (or 8.0%).

e Operating expenses increased by $1,816,141 (or 7.7%). Of this amount, $1,405,428 was for
additional power.

USING THIS ANNUAL REPORT

This annual financial report consists of a series of financial statements. The Balance Sheet includes all
assets and liabilities using the accrual basis of accounting, which is similar to the accounting used by most
private-sector companies. The Statement of Revenues, Expenses and Changes in Retained Earnings
reports the activities of the system. Fees are charged to customers to cover all or most of the cost of
services provided. The electric division is reporting a net profit of $428,651 while the broadband division is
showing a net profit of $126,230.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2008, the Board had $30,746,146 invested in capital assets. This represents an increase of
$2,152,586 over last year.

Debt

At June 30, 2008, the Board had $12,310,000 in outstanding bonds and $400,000 in outstanding notes.
During the current year, $515,000 was paid on principal, while $548,134 of interest was paid on this debt.



CONTACTING THE BOARD’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, and creditors with a general overview of
the Board’s finances and to show the Board’s accountability for the money it receives. If you have questions
about this report or need additional financial information, contact the Finance Manager at 401 Olive Street,
Murray, Kentucky.



INDEPENDENT AUDITORS’ REPORT

Board of Directors

Electric Plant Board of the
City of Murray, Kentucky

Murray, Kentucky 42071

We have audited the accompanying financial statements of the Electric Plant Board of the City of Murray,
Kentucky as of and for the year ended June 30, 2008, as listed in the table of contents. These financial
statements are the responsibility of the Board’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Electric Plant Board of the City of Murray, Kentucky as of June 30, 2008, and the changes in
financial position and the cash flows thereof for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 25, 2008,
on our consideration of the Electric Plant Board of the City of Murray’'s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

The management’s discussion and analysis on pages i through ii, is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit the information and express no opinion on it.



Our audit was conducted for the purpose of forming an opinion on the financial statements of the Electric
Plant Board of the City of Murray, Kentucky taken as a whole. The combining financial statements and
schedules listed in the table of contents are presented for purposes of additional analysis and are not a
required part of the financial statements of the Electric Plant Board of the City of Murray, Kentucky. Such
information has been subjected to the auditing procedures applied in the audit of the financial statements
and, in our opinion, is fairly stated in all material respects, in relation to the financial statements taken as a
whole.

August 25, 2008



COMBINED FINANCIAL STATEMENTS



ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
BALANCE SHEET
JUNE 30, 2008

ASSETS
CURRENT ASSETS
Cash in banks and on hand $ 874,368
Certificates of deposit 25,000
Receivables (net of allowances for uncollectibles)
Customer 2,350,046
Materials and supplies, at average cost 1,064,533
Other current assets 291,065
Total Current Assets $ 4,605,012
FIXED ASSETS (Note 8)
Utility plant in service 30,746,146
Accumulated depreciation (15,144,368)
Total Fixed Assets 15,601,778
OTHER ASSETS
Unamortized debt discount 81,898
Unamortized debt expense 270,518
Restricted assets (Note 2) 1,970,412
Other assets 5,897
Total Other Assets 2,328,725
TOTAL ASSETS $22,535,515

See Notes to Financial Statements



LIABILITIES AND RETAINED EARNINGS

CURRENT LIABILITIES

Accounts payable $ 2,251,147
Current portion

Bonds payable 565,000
Notes payable 400,000
Customer deposits 726,313
Accrued interest

Notes 1,168

Bonds 42,061

Customer deposits 179,972
Accrued taxes 256,511
Accrued salaries and wages 382,902
Other accrued liabilities 239,328

Total Current Liabilities

NON-CURRENT LIABILITIES

Bonds payable, less current portion due (Note 3) 11,745,000
Unamortized bond premium 7,180
Other long-term liabilities 1,478

Total Non-Current Liabilities

RETAINED EARNINGS

TOTAL LIABILITIES AND
RETAINED EARNINGS

$ 5,044,402

11,753,658

5,737,455

$22,535,515




ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN RETAINED EARNINGS
YEAR ENDED JUNE 30, 2008

OPERATING REVENUES

Sales of electrical energy $23,607,822
Miscellaneous service revenue 141,693
Cable service 2,593,943
Rent from electric property 133,047
Other electric revenue 5,568
Total Operating Revenues $26,482,073

OPERATING EXPENSES

Purchased power 18,924,123
Operation expenses 3,424,040
Maintenance expenses 766,984
Depreciation 1,244,746
Taxes 1,071,266
Other operating expenses 2,152
Total Operating Expenses 25,433,311
Operating Income 1,048,762
NON-OPERATING REVENUES (EXPENSES)
Interest income 114,246
Interest expense (589,920)
Amortization expense (22,919)
Gain on sale of investments 4,712
Total Non-Operating Revenues (Expenses) (493,881)
NET INCOME 554,881
RETAINED EARNINGS, Beginning of Period 5,182,574
RETAINED EARNINGS, End of Period $ 5,737,455

See Notes to Financial Statements



ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services

Net Cash Provided by Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition and construction of capital assets
Salvage proceeds
Loan proceeds
Principal paid on bonds payable
Interest paid on bonds
Interest paid on notes
Other interest paid

Net Cash (Used) by Capital and Related
Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Proceeds from maturities of investments
Interest on investments
Gain on sale of investments
Net Cash Used by Investing Activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year
Cash and cash equivalents are included on the balance
sheet under the following captions:
Cash in banks and on hand
Certificate of deposit
Restricted assets

Total

See Notes to Financial Statements

$ 26,302,864
(21,993,161)
(2,075,822)

(2,244,856)
86,215
400,000
(515,000)
(547,750)
(384)
(54,150)

(848,768)
538,820
114,246

4,177

$ 2,233,881

(2,875,925)

(191,525)
(833,569)

2,919,724

$.2,086,155

$ 874,368
25,000
1,186,787

$.2,086,155




ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2008

RECONCILIATION OF INCOME FROM OPERATIONS TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income $1,048,762
Adjustments to reconcile operating income to net
cash provided by operating activities:

Depreciation 1,244,746

Changes in assets and liabilities —
(Increase) in accounts receivable (179,209)
(Increase) in materials and supplies (108,339)
(Increase) in prepaid and other current assets (59,373)
Decrease in other assets 4,039
Increase in accounts payable 202,399
Increase in taxes payable 10,028
Increase in other current liabilities 17,639
Increase in accrued compensated absences 56,758
(Decrease) in other liabilities (3,569)
Net Cash Provided by Operating Activities $2,233,881

See Notes to Financial Statements



NOTE 1 -

ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity — On May 13, 1942, the City of Murray entered into an agreement to
purchase from the Tennessee Valley Authority, for a base price of $255,400, the electric
distribution properties serving the City of Murray, which the Authority had acquired from the
Kentucky-Tennessee Light and Power Company. The properties were conveyed and the city
assumed control over operations of the system on June 10, 1942. The total net value of the
assets acquired, less liabilities assumed, amounted to $250,164. The balance of $67,000 due
to the city by the Kentucky-Tennessee Light and Power Company, as evidenced by a 4% lien
note, was applied against the purchase price, and the remaining funds necessary to finance the
purchase, and to furnish additional working capital, were obtained by the issue of Electric Light
and Power Revenue Bonds in the total principal amount of $200,000.

On June 15, 1942, the Murray City Council by ordinance created the Murray Electric Plant
Board to operate the electric distribution system under the provision of Sections 96.550-96.900,
inclusive, of the Kentucky Revised Statutes. The Murray Electric Plant Board, having been
appointed, entered into an agreement with the Tennessee Valley Authority, whereby the
Board's requirements for electrical energy are furnished by the Tennessee Valley Authority
under their standard power contract.

The Murray Electric Plant Board, consisting of five members, holds title to all property and has
general supervision and control of the plant. The plant operates as the Murray Electric System.
The sales agreement and power contract require that all revenues derived from the operations
of the Murray Electric System be kept separately and apart from any other funds of the city, and
prescribe in detail the disposition to be made of such revenues. The accounts are kept in
accordance with classifications and methods recommended by the Tennessee Valley Authority
and are consistent with those prescribed by the Federal Energy Regulatory Commission.

During the fiscal year ended June 30, 1999, the Murray Electric Plant Board sold bonds in the
amount of $7,650,000. The proceeds from the bond sales were used to finance the
construction of a fiberoptic/broadband communication and control system. The project became
operational in the Autumn of 2000. In addition to enhancing the capabilities of the electric
power distribution system, the completed project enables the Murray Electric Plant Board to
offer a variety of other services to its customers, including cable television service and high-
speed internet access.

Murray Electric System is wholly dependent upon the Tennessee Valley Authority for all of its
electrical power purchases.

In evaluating how to define the Murray Electric Plant Board, for financial reporting purposes,
management has considered all potential component units. The decision made to exclude the
Murray Electric Plant Board as a component unit of the City of Murray was made by applying
the criteria set forth by GAAP. The basic, but not the only, criterion for including a potential
component unit within the reporting entity is the governing body’s ability to exercise oversight
responsibility. The most significant manifestation of this ability is financial interdependency.
Other manifestations of the ability to exercise oversight responsibility include, but are not limited
to, the selection of governing authority, the designation of management, the ability to
significantly influence operations and accountability for fiscal matters. The other criterion used
to evaluate potential units for inclusion or exclusion from the reporting entity is the existence of
special financing relationships, regardless of whether the Murray Electric Plant Board is able to
exercise oversight responsibilities.
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NOTE 1 -

ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation - Fund Accounting - The accounts of the Murray Electric Plant Board are
organized on the basis of funds or account groups, each of which is considered to be a
separate set of self-balancing accounts which include its assets, liabilities, fund equity,
revenues and expenses or expenditures. The following fund is used by the Murray Electric
Plant Board:

Proprietary Fund Types:
Enterprise Fund-

The Enterprise Fund is used to account for operations that are financed and operated in a
manner similar to private business enterprises where the intent is that costs (expenses,
including depreciation) of providing electrical and broadband services to the general public on a
continuing basis are financed through user charges.

Basis of Accounting and Measurement Focus - The basis of accounting determines when
transactions and economic events are reflected in financial statements, and measurement focus
identifies which transactions and events should be recorded.

Proprietary fund types use the accrual basis of accounting and the flow of all economic
resources (measurement focus). This basis of accounting and measurement focus emphasizes
the measurement of net income similar to the approach used by commercial enterprises, and
revenues are recorded when incurred. Under this basis of accounting and measurement focus,
the Board applies (a) all GASB pronouncements and (b) FASB Statements and Interpretations,
APB Opinions, and Accounts Research Bulletins issued on or before November 30, 1989,
except those that conflict with a GASB pronouncement.

Property, Plant, and Equipment - The electric plant is stated in the accounts at the original cost
less deprecation sustained to the date of acquisition, June 10, 1942, as determined by
appraisal, plus subsequent additions at cost and less subsequent retirements and provisions for
depreciation. Retirements have been recorded at the average cost amounts at which they were
carried in the plant accounts. Provision for depreciation since the date of acquisition has been
computed by the straight-line method over the estimated service lives of the various classes of

property.

The estimated useful lives for each major class of depreciable fixed assets are as follows:

Utility Plant 12-37 years
Machinery and Equipment 3-25 years
Buildings 33 years
Vehicles 5-10 years

Materials and Supplies - Materials and supplies are stated at weighted average cost based on
annual physical counts.

Compensated Absences - Employees are allowed to accumulate up to 60 days sick leave to be
paid upon retirement or termination. Employees may carryforward to the next year one-half of
vacation days earned in one year up to a maximum of 19 days.

-8-



ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

NOTE 2- RESTRICTED FUNDS

A contingency fund amounting to $200,000 at June 30, 2008 consists of one certificate of
deposit.

Sinking Fund accounts were initiated at the time the bonds were sold. The money is held by
Bank of New York in interest-bearing accounts and securities. There was $258,925 in the
Series 1998 Sinking Fund account, $89,876 in the Series 1999 account and $191,436 in the
Series 2005 account at June 30, 2008.

Debt Service Reserve accounts were also opened with bond sales proceeds. These dollars are
also held by Bank of New York in interest-bearing accounts and securities. At June 30, 2008,
the Series 1998 Debt Service Reserve contained $907,201, and the Series 1999 account had
$322,974.

NOTE3- DEBT

The following is a summary of the Board’s notes and bonds payable transactions for the year
ended June 30, 2008:

Balance New Balance
June 30, 2007 Debt Repayments June 30, 2008
NOTES PAYABLE
Bank Note Payable $ - $400,000 $ - $__ 400,000
Totals $ - $400,000 $ - $__ 400,000
BONDS PAYABLE:
1998 Series Bonds $ 4,995,000 $ - $ 210,000 $ 4,785,000
1999 Series Bonds 1,600,000 - 75,000 1,525,000
2005 Series Bonds 6,230,000 - 230,000 6,000,000
Totals $12,825,000 $ - $_ 515,000 $12,310,000

Bonds payable at June 30, 2007 are summarized, as follows:

1998 Electric Plant Board Revenue Bonds,
dated December 21, 1998, due in annual
installments through December 1, 2021,
bearing interest rates of 4.55% to 5.00%. $ 4,785,000

1999 Electric Plant Board Revenue Bonds,
dated January 1, 1999, due in annual
installments through December 1, 2021,
bearing interest rates of 4.50% to 4.65%. 1,525,000



NOTE 3 -

NOTE 4 -

ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

DEBT (CONTINUED)
2005 Electric Plant Board Revenue Bonds,
dated April 1, 2005, due in annual
installments through December 1, 2025,
bearing interest rates of 3%-4.25%. 6,000,000
12,310,000
Less current portion due (565,000)
$11,745,000
The annual payments due for bonds are as follows:
1998 Bond Issue 1999 Bond Issue 2005 Bond Issue
Year Ending Principal Interest  Principal Interest Principal Interest TOTAL
2009 $ 245,000 $ 227,724 $ 80,000 $ 72,527 $ 240,000 $ 231,597 $ 1,096,848
2010 255,000 216,162 80,000 68,828 245,000 223,716 1,088,706
2011 270,000 203,988 85,000 65,001 255,000 215,273 1,094,262
2012 285,000 191,012 90,000 60,910 265,000 206,173 1,098,095
2013 295,000 177,309 95,000 56,539 275,000 196,722 1,095,570
2014-2018 1,715,000 651,234 550,000 206,889 1,530,000 822,241 5,475,364
2019-2023 1,720,000 177,000 545,000 56,125 1,865,000 483,555 4,846,680
2024-2026 - - - - 1,325,000 85,956 1,410,956
Total $4,785,000 $1,844,429 $1,525,000 $586,819 $6,000,000 $2,465,233 $17,206,481
CASH AND CASH EQUIVALENTS

For purposes of balance sheet classification and the statement of cash flows, the System considers
all highly liquid debt instruments purchased with a maturity of three months or less and any
certificates of deposit that do not contain material early withdrawal penalties to be cash equivalents.

Deposits are carried at cost.

balance sheet as “cash and cash equivalents”, “certificates of deposit” and “restricted assets”.

Carrying Bank
Amount Balance
Cash and cash equivalents $ 874,368 $ 891,750
Certificates of deposit 25,000 25,000
Restricted cash and CD’s 1,186,787 1,186,787
Total Deposits $2,086,155 $2,103,537
Insured (FDIC) 400,000 400,000

Uninsured:
Collateral held by pledging bank’s trust

department in Electric Plant Board’'s name 1,686,155 1,703,537
Total Deposits $2,086,155 $2,103,537
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NOTE 5 -

NOTE 6 -

NOTE 7 -

ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

INVESTMENTS

The Utility properly records its investments at cost. At June 30, 2008, the Utilities’ investments, at
cost and market, are as follows:

Cost Market
Federal National Mortgage Association (FNMA) $783,625 $783,307

These investments are guaranteed for their par value by the US government if held until their stated
maturity date. Par value of all securities held as of June 30, 2008 was $793,000.

Investments made by the Electric Plant Board are summarized below. The investments that are
represented by specific identifiable investment securities are classified as to credit risk within the
following three categories:

Category 1 Insured or registered, or securities held by the Electric Plant Board or its agent in
the Board's name

Category 2 Uninsured and unregistered, with securities held by the counterparty’s trust
department or agent in the Board’s name

Category 3 Uninsured and unregistered, with securities held by the counterparty, or by its trust
department or agent but not in the Board’s name

Category Carrying Market
1 2 3 Amount Value
U.S. Government Agencies $__- $783625 $_ - $783,625  $783,307

PENDING LEGAL PROCEEDS

Legal counsel states that the Murray Electric Plant Board is not involved in any pending litigation as
of June 30, 2008.

RETIREMENT PLAN

Effective August 1, 1988, employees of Murray Electric System became a part of the County
Employee Retirement System (CERS) through the State of Kentucky. Through June 30, 2008,
each participating employee was contributing 5.00% of his or her salary and Murray Electric System
was contributing 16.17%. Total covered wages for the period were $1,991,918. Total employer
contributions to the retirement system for the year ended June 30, 2008, was $322,093. Employee
contributions for the year ended June 30, 2008, totaled $99,596. Additional information regarding
the plan may be obtained from the separately issued financial statements of the Kentucky
Retirement System.

In addition to participation by employees in CERS, the electric system offers their employees a
deferred compensation plan created in accordance with Internal Revenue code Section 457. The
plan, available to all employees, permits a deferral of a portion of their gross earnings until future
years. The deferred compensation is not available to employees until termination, retirement, death
or unforeseeable emergency.

-11-



ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2008

NOTE 8- FIXED ASSETS

Capital asset activity for the year ended June 30, 2008, was as follows:

Balance Balance
June 30, 2007 Additions Disposals June 30, 2008
Business-type Activities:
Transmission Plant $ 512,207 - $ - $ 512,207
Distribution Plant 13,518,842 54,472 13,464,370
General Plant 2,456,824 315 31,195 2,425,944
Broadband 12,105,686 2,454,866 216,927 14,343,625
Total at historical cost 28,593,559 2,455,181 302,594 30,746,146
Less: Accumulated depreciation:

Transmission Plant 426,234 426,234
Distribution Plant 8,180,513 473,307 36,131 8,617,689
General Plant 1,503,797 82,278 21,195 1,564,880
Broadband 3,742,217 704,540 (88,808) 4,535,565

Total Accumulated
depreciation 13,852,761 1,260,125 (31,482) 15,144,368

Business-type Activities
Capital Assets, Net $14,740,798 $1,195,056 $334,076 $15,601,778

Financial Accounting Standards Board (FASB) Statement No. 34 (Capitalization of Interest Cost)
requires that interest expenditures incurred during construction of assets be capitalized. FAS-63
(Capitalization of Interest Cost in Situations Involving Certain Tax-Exempt Borrowings and Certain
Gifts and Grants) concludes that constructed assets financed with the proceeds of tax-exempt debt
(if those funds are externally restricted to finance the acquisitions of the asset or used to service
the related debt) should include capitalized interest only to the extent hat interest cost exceeds
interest earned on related interest-bearing investments acquired with proceeds of the related tax-
exempt borrowing. During the current year, no interest costs were capitalized because interest
expenditures related to constructed assets did not exceed related interest revenue.
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ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
COMBINING STATEMENT OF REVENUES AND EXPENSES
YEAR ENDED JUNE 30, 2008

ELECTRIC BROADBAND
DIVISION DIVISION COMBINED
OPERATING REVENUES
Sales of electrical energy $23,607,822 $ - $23,607,822
Miscellaneous service revenue 141,693 141,693
Cable service 2,593,943 2,593,943
Rent from electric property 133,047 133,047
Other electric revenue 5,568 5,568
Total Operating Revenue 23,888,130 2,593,943 26,482,073
OPERATING EXPENSES
Purchased power 18,924,123 18,924,123
Operation expenses 1,657,144 1,766,896 3,424,040
Maintenance expenses 560,830 206,154 766,984
Depreciation 1,168,024 76,722 1,244,746
Taxes 908,198 163,068 1,071,266
Other operating expenses 2,152 - 2,152
Total Operating Expenses 23,220,471 2,212,840 25,433,311
OPERATING INCOME 667,659 381,103 1,048,762
NON-OPERATING REVENUES (EXPENSES)
Interest income 51,606 62,640 114,246
Interest expense (277,782) (312,138) (589,920)
Amortization expense (12,832) (10,087) (22,919)
Gain on sale of investments 4,712 4,712
Total Non-Operating Revenues
(Expenses) (239,008) (254,873) (493,881)
NET INCOME $_ 428,651 $_126,230 $_ 554,881
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ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY

COMBINING SCHEDULE OF OPERATION EXPENSES

DISTRIBUTION
Supervision and engineering
Operating expense
Overhead line expense
Underground line expense
Street lighting and signal system
Meter expense
Security lights
Miscellaneous distribution expense
Rents
Programming
Total Distribution Expense

CUSTOMER SERVICES AND
INFORMATIONAL EXPENSE
Customer installation
Meter reading expense
Customer records and collection expense
Uncollectible accounts
Demonstration and selling expense
Informational and instructional advertising
Total Customer Services and
Informational Expense

SALES EXPENSE

Heat pump and water heater program
Miscellaneous sales expense
Total Sales Expense

ADMINISTRATIVE AND GENERAL EXPENSE

Administrative and general salaries
Office supplies and expense
Outside services employed
Property insurance
Injuries and damages
Employee pension and benefits
Duplicate charges
Miscellaneous general expense
Total Administrative and General
Expenses

ELECTRIC
DIVISION

$ 32,344
17,190
103,222
643

20,162
122,231
9,987
116,831
13,619

436,229

37,654
305,494
1,022
5,870
26,087

376,127

(1,540)
14,089
12,549

160,916
78,723
124,620
7,013
49,450
372,345

(38,359)
77,531

832,239

TOTAL OPERATION EXPENSES $1,657,144
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BROADBAND
DIVISION

158,219

892,084
1,050,303

78,696

111,189
4,278

44,875

239,038

82,762
76,970
54,942
8,319
16,806
212,891

36,371

489,061

$1,778,402

COMBINED

$ 32,344
17,190
261,441
643
20,162
122,231
9,987
116,831
13,619
892,084
1,486,532

78,696
37,654
416,683
5,300
5,870
70,962

615,165

(1,540)
14,089
12,549

243,678
155,693
179,562

15,332

66,256
585,236
(38,359)
113,902

1,321,300

$3,435,546
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Electric Plant Board of the City of Murray, Kentucky
Murray, Kentucky

We have audited the financial statements of the business-type activities of the Electric Plant Board of the
City of Murray, Kentucky as of and for the year ended June 30, 2008, which collectively comprise the basic
financial statements and have issued our report thereon dated August 25, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Electric Plant Board of the City of Murray, Kentucky’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Electric Plant Board of the City of Murray, Kentucky’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Electric Plant Board of the
City of Murray, Kentucky’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the Electric Plant Board of the City of Murray, Kentucky’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the Electric Plant Board
of the City of Murray, Kentucky’s financial statements that is more than inconsequential will not be
prevented or detected by the Electric Plant Board of the City of Murray, Kentucky’s internal control. We
consider deficiency 2008-1 and 2008-2 described in the accompanying Schedule of Findings and
Responses to be significant deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the Electric Plant Board of the City of Murray, Kentucky’s internal control.
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Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we believe that none of the
significant deficiencies described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Electric Plant Board of the City of Murray,
Kentucky’s financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

Electric Plant Board of the City of Murray, Kentucky’s response to the findings identified in our audit is
described in the accompanying schedule of Findings and Responses. We did not audit Electric Plant Board
of the City of Murray, Kentucky’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the audit committee, and the
Board of Directors and is not intended to be and should not be used by anyone other than these specified
parties.

August 25, 2008
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ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
SCHEDULE OF FINDINGS AND RESPONSES

YEAR ENDED JUNE 30, 2008

SUMMARY OF AUDITOR’S RESULTS

1. The auditor's report expresses an unqualified opinion on the financial statements of Electric
Plant Board of the City of Murray, Kentucky.

2. Two significant deficiencies relating to the audit of the financial statements are reported in the
“Report on Internal Control Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Governmental
Auditing Standards.” The conditions are not reported as a material weakness.

3.  No instances of noncompliance material to the financial statements of Electric Plant Board of
the City of Murray, Kentucky, which would be required to be reported in accordance with
Government Auditing Standards, were disclosed during the audit.

FINDINGS — FINANCIAL STATEMENT AUDIT

2008-1 Accounts Omitted From General Ledger

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Company Response:

Two Flex-spending checking accounts have been omitted from the
Company'’s general ledger.

All Company accounts and funds should be properly recorded and
reported in the financial statements.

Company personnel have elected to not record the related accounts in
the general ledger.

The omission of checking accounts from the general ledger could
cause the assets to be understated, and could lead to mis-application
of Company assets.

All checking accounts should be recorded in the Company’s general
ledger.

The management agrees with the finding and recommendation, and will
initiate the change.

2008-2 Financial Statement Presentation

Condition:

Criteria:

The Company’s accounting department does not have a system of
internal control over financial reporting that would allow it to prevent,
detect, and correct a significant misstatement in its financial
statements, including footnote disclosures.

Internal controls should be in place in order for the Company to be able
to prevent, detect, and correct potential misstatements in its financial
statements, as prescribed by Statement of Auditing Standards No. 112,
AU Section 325.32. A system of internal control over financial reporting
does not consist solely of controls over the proper recording of
accounting transactions. Rather, it includes controls over financial
statement preparation, including the footnote disclosures.
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ELECTRIC PLANT BOARD OF THE CITY OF MURRAY, KENTUCKY
SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED)

YEAR ENDED JUNE 30, 2008

SUMMARY OF AUDITOR’S RESULTS (CONTINUED

Cause:

Effect:

Recommendation:

Company Response:

As is common in small organizations, the Company has financial
restraints that prevent the hiring of accounting personnel with the
training required to prevent, detect, and correct a significant
misstatement in its financial statements, including footnote disclosures.

The likelihood of the Company’s financial statements containing
material misstatements is not reduced to a low level because the
Company'’s internal controls over financial reporting is not effective.

In order to correct the circumstances described, the Company may
consider the employment of a highly trained accounting person, such
as a CPA or, consider engaging a second CPA firm. In this instance,
one CPA firm would be engaged to prepare the Company'’s financial
statements in accordance with accounting principles generally
accepted in the United States and, the other firm engaged to conduct
the audit of the Company’s financial statements.

The Company will evaluate the costs versus the benefits of employing
a trained accounting professional or another CPA firm to correct this
deficiency. Management recognizes that the costs may exceed the
benefits and understands, and is willing to make a conscious decision
to accept the risk that its financial statements may contain
misstatements that could go undetected.
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APPENDIX E

City of Murray, Kentucky
Electric Plant Board
Refunding Revenue Bonds, Series 2009

Form of Financial Guaranty Insurance Policy
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ASSURED
GUARANTY

ENDURING FINANCIAL STRENGTH . . .
Financial Guaranty Insurance Policy

Issuer: Policy No.:
Obligations: Premium:
Effective Date:

Assured Guaranty Corp., a Maryland corporation (“Assured Guaranty”), in consideration of the payment of the Premium and on
the terms and subject to the conditions of this Policy (which includes each endorsement hereto), hereby unconditionally and
irrevocably agrees to pay to the trustee (the “Trustee”) or the paying agent (the “Paying Agent”) for the Obligations (as set forth
in the documentation providing for the issuance of and securing the Obligations) for the benefit of the Holders, that portion of
the Insured Payments which shall become Due for Payment but shall be unpaid by reason of Nonpayment.

Guaranty shall have Received a completed Notice of Nonpayment. If a Notice of
incomplete or does not in any instance conform to the terms and conditions of this

This Policy is non-carme
reason. This Polic
may become due i
Nonpayment.

stToss of any prepayment premium or other acceleration payment which at any time
Obligation, other than at the sole option of Assured Guaranty, nor against any risk other than

Except to the extent expressly modified by any endorsement hereto, the following terms shall have the meanings specified for
all purposes of this Policy. “Avoided Payment” means any amount previously distributed to a Holder in respect of any Insured
Payment by or on behalf of the Issuer, which amount has been recovered from such Holder pursuant to the United States
Bankruptcy Code in accordance with a final, nonappealable order of a court having competent jurisdiction that such payment
constitutes an avoidable preference with respect to such Holder. “Business Day” means any day other than (i) a Saturday or
Sunday, (ii) any day on which the offices of the Trustee, the Paying Agent or Assured Guaranty are closed, or (iii) any day on
which banking institutions are authorized or required by law, executive order or governmental decree to be closed in the City of
New York or in the State of Maryland. “Due for Payment” means (i) when referring to the principal of an Obligation, the stated
maturity date thereof, or the date on which such Obligation shall have been duly called for mandatory sinking fund redemption,
and does not refer to any earlier date on which payment is due by reason of a call for redemption (other than by mandatory
sinking fund redemption), acceleration or other advancement of maturity (unless Assured Guaranty in its sole discretion elects
to make any principal payment, in whole or in part, on such earlier date) and (ii) when referring to interest on an Obligation, the
stated date for payment of such interest. “Holder’ means, in respect of any Obligation, the person or entity who, at the time of
Nonpayment, is entitled under the terms of such Obligation to payment of principal or interest thereunder, except that Holder
shall not include the Issuer or any person or entity whose direct or indirect obligation constitutes the underlying security for the
Obligations. “Insured Payments” means that portion of the principal of and interest on the Obligations that shall become Due
for Payment but shall be unpaid by reason of Nonpayment. Insured Payments shall not include any additional amounts owing
by the Issuer solely as a result of the failure by the Trustee or the Paying Agent to pay such amount when due and payable,
including without limitation any such additional amounts as may be attributable to penalties or to interest accruing at a default
rate, to amounts payable in respect of indemnification, or to any other additional amounts payable by the Trustee or the Paying
Agent by reason of such failure. “Nonpayment” means, in respect of an Obligation, the failure of the Issuer to have provided
sufficient funds to the Trustee or the Paying Agent for payment in full of all principal and interest Due for Payment on such
Obligation. It is further understood that the term "Nonpayment" in respect of an Obligation includes any Avoided Payment.
“Receipt’ or “Received” means actual receipt or notice of or, if notice is given by overnight or other delivery service, or by
certified or registered United States mail, by a delivery receipt signed by a person authorized to accept delivery on behalf of the
person to whom the notice was given. Notices to Assured Guaranty may be mailed by registered mail or personally delivered or
telecopied to it at 1325 Avenue of the Americas, New York, New York 10019, Telephone Number: (212) 974-0100, Facsimile
Number: (212) 581-3268, Attention: Risk Management Department - Public Finance Surveillance, with a copy to the General
Counsel, or to such other address as shall be specified by Assured Guaranty to the Trustee or the Paying Agent in writing. A
Notice of Nonpayment will be deemed to be Received by Assured Guaranty on a given Business Day if it is Received prior to
12:00 noon (New York City time) on such Business Day; otherwise it will be deemed Received on the next Business Day.
“Term” means the period from and including the Effective Date until the earlier of (i) the maturity date for the Obligations, or (ii)
the date on which the Issuer has made all payments required to be made on the Obligations.
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At any time during the Term of this Policy, Assured Guaranty may appoint a fiscal agent (the “Fiscal Agent”) for purposes of this
Policy by written notice to the Trustee or the Paying Agent, specifying the name and notice address of such Fiscal Agent. From
and after the date of Receipt of such notice by the Trustee or the Paying Agent, copies of all notices and documents required to
be delivered to Assured Guaranty pursuant to this Policy shall be delivered simultaneously to the Fiscal Agent and to Assured
Guaranty. All payments required to be made by Assured Guaranty under this Policy may be made directly by Assured
Guaranty or by the Fiscal Agent on behalf of Assured Guaranty. The Fiscal Agent is the agent of Assured Guaranty only, and
the Fiscal Agent shall in no event be liable to the Trustee or the Paying Agent for any acts of the Fiscal Agent or any failure of
Assured Guaranty to deposit, or cause to be deposited, sufficient funds to make payments due under this Policy.

To the fullest extent permitted by applicable law, Assured Guaranty hereby waives, in each case for the benefit of the Holders
only, all rights and defenses of any kind (including, without limitation, the defense of fraud in the inducemsnt or in fact or any

other circumstance that would have the effect of discharging a surety, guarantor or any other p im law or in equity) that
may be available to Assured Guaranty to deny or avoid payment of its obllgatlons unde : idy ip apcordance with the
express provisions hereof. Nothing in this paragraph will be construed (i) to \s¢ impair, and Assured
Guaranty expressly reserves, Assured Guaranty’s rights and remedies, i itatign: its Nghtto assert any claim

or to pursue recovenes (based on contractual rights, securltles

authorized officer, aod to hgcorne effective and binding upon Assured Guaranty by virtue of such signature.

ASSURED GUARANTY CORP.

(SEAL)

By:
Authorized Officer

Signature attested to by:

Counsel

(Revised 07/01/09)
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Refunding Revenue Bonds, Series 2009

Form of Bond Counsel Opinion



[This Page Intentionally Left Blank]



, Kentucky

Re: $5,460,000 City of Murray (Kentucky)
Electric Plant Board Refunding Revenue Bonds, Series 2009

Dear Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the Electric Plant
Board of the City of Murray, Kentucky (the “Board”), a body politic and corporate of its
Kentucky Electric Plant Board Revenue Bonds, Series 2009, in the amount of $5,460,000 (the
“Bonds”). We have examined the law and such certified proceedings and other papers as we
deem necessary to render this opinion.

The Bonds have been issued by the Board pursuant to a general bond resolution duly
passed (the “General Bond Resolution™) and a series bond resolution (the “Series 2009 Bond
Resolution”) and in full compliance with the constitution and statutes of the Commonwealth of
Kentucky, including Sections 96.550-96.900 of the Kentucky Revised Statutes, as amended (the
“Act”), for the purpose of (i) providing funds to partially refund the City of Murray, Kentucky
Electric Plant Board Revenue Bonds, Series 1999; (ii) providing funds to partially refund the City
of Murray, Kentucky Electric Plant Board Revenue Bonds, Series 1998; (iii) to fund a debt
service reserve as provided in the General Bond Resolution; and (iv) to pay the cost of issuance
associated with the Bonds.

Based upon the foregoing, we are of the opinion that, under existing law:

1. The Board is a body politic and corporate existing pursuant to the provisions of
the Act, and the Board has the power to adopt the Bond Resolution, perform covenants and
agreements on its part contained therein, and issue the Bonds.

2. The Bond Resolution has been duly adopted by the Board and constitutes a valid
and binding obligation of the Board, enforceable upon the Board in accordance with the terms
thereof.

3. The Bonds have been duly authorized, executed and delivered by the Board and
are valid and binding special obligations of the Board, payable only from Pledged Receipts and
other assets specifically pledged by the Board as set forth and defined in the General Bond
Resolution for the payment of the principal of or redemption price, if any, and interest on said
Bonds, including the pledge receipts.

4. The interest on the Bonds (a) is excludable from gross income for federal income
tax purposes, and (b) is not an item for tax preference for purposes of the federal alternative
minimum tax imposed on individuals and corporations; however, it should be noted that for
purposes of computing the alternative minimum tax imposed on corporations (as defined for
federal income tax purposes), such interest is taken into account in determining the adjusted
current earnings. The opinions set forth in clause(a) above is subject to the conditions that the
Board comply with all requirements of the Internal Revenue Code of 1986 that must be satisfied
subsequent to the issuance of the Bonds in order that interest thereon be (or continue to be)



excluded from gross income for federal income tax purposes. Failure to comply with such
requirements could cause interest on the Bonds to be so included in gross income retroactive to
the date of issuance of the Bonds. The Board has convenanted to comply with all such
requirements. We express no opinion regarding other federal tax consequences arising with
respect to the Bonds.

5. The interest on the Bonds is exempt from Kentucky income taxes, and the
principal amount of the Bonds is exempt from ad valorem taxation by the Commonwealth of
Kentucky and all of its political subdivisions.

The Bonds have been designated as “qualified tax-exempt obligations” within the
meaning of Section 265(b) of the Internal Revenue Code of 1986.

It is to be understood that the rights of the owners of the Bonds and the enforceability of
the Bonds and the Bond Resolution may be subject to bankruptcy, insolvency, reorganization,
moratorium, or other similar laws affecting creditors’ rights heretofore or hereafter enacted to the
extent constitutionally applicable and that their enforcement may also be subject to the exercise of
judicial discretion in appropriate cases.

Sincerely,

FROST BROWN TODD LLC





