OFFICIAL STATEMENT
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Book-Entry Only

In the opinion of Bond Counsel, based on existing law, interest on the Series 2020 Bonds will be included in gross income for federal
income tax purposes. For an explanation of certain tax consequences under federal law which may result from the ownership of the Series
2020 Bonds, see the discussion under the heading “Tax Matters™ herein. Under existing law, the Series 2020 Bonds and the income
therefrom will be exempt from all state, county and municipal taxation in the State of Tennessee, except Tennessee franchise and excise
taxes. (See “Tax Matters™ herein).
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Dated: Date of Delivery Due: June 1, as shown below

Jackson Energy Authority (the “Authority”) will issue its Wastewater System Revenue Refunding Bonds, Series 2020
(Federally Taxable) (the “Series 2020 Bonds™) as fully registered bonds, without coupons, in denominations of $5,000 or any
integral multiple thereof and will bear interest at the annual rates shown below. Interest on the Series 2020 Bonds will be
payable semi-annually on June 1 and December 1, commencing June 1, 2021. Principal of and interest on the Series 2020
Bonds will be payable at the corporate trust office of U.S. Bank National Association, Nashville, Tennessee, as Paying Agent
and Registration Agent, provided that interest may be paid by check or draft mailed by the Registration Agent to each
registered owner as of the record date.

The Bonds are being issued pursuant to a Master Resolution dated November 21, 2002, as amended (the “Master
Resolution”), and a Supplemental Resolution dated November 24, 2020 (the “Supplemental Resolution”; together with the
Master Resolution, the “Resolution™). The Series 2020 Bonds are a limited revenue obligation of the Authority payable
solely from and secured by a pledge of the Net Revenues of the Authority’s wastewater system (the “System”) on parity with
other Senior Lien Revenue Obligations of the Authority which may be issued in the future under the Master Resolution and
the following outstanding Senior Lien Revenue Obligations: the Wastewater System Revenue Refunding Bonds, Series 2017
and the Revolving Fund Loan Agreements with the Tennessee Local Development Authority. See “SECURITY AND
SOURCES OF PAYMENT OF THE SERIES 2020 BONDS” herein.

The Series 2020 Bonds are not obligations of the State of Tennessee, or any of its political subdivisions, other than the
Authority, nor is the State of Tennessee, or any of its political subdivisions, other than the Authority, liable for the payment
of the principal of or interest on the Series 2020 Bonds. The Resolution does not grant to owners of the Series 2020 Bonds
any mortgage on or security interest in any real or personal property of the Authority other than the lien on the Net Revenues
of the System. The Authority has no taxing power.

The Series 2020 Bonds are subject to optional redemption on June 1, 2029 and thereafter at a price of par, as set forth herein.
The Series 2020 Bonds are payable on June 1 of each year as follows:

Maturity Maturity
Date Amount Rate Yield Date Amount Rate Yield
2021 $ 160,000 0.200%  0.200% 2027 $1,680,000 1.000%  1.000%
2022 335,000 0.250 0.250 2028 1,700,000 1.100 1.100
2023 335,000 0.350 0.350 2029 1,720,000 1.250 1.250
2024 1,650,000 0.500 0.500 2030 1,740,000 1.400 1.400
2025 1,665,000 0.650 0.650 2031 1,765,000 1.500 1.500
2026 1,670,000 0.850 0.850 2032 1,800,000 1.600 1.600

The Series 2020 Bonds are offered when, as and if issued and received by the Underwriter, subject to the approval of legality
by Bass, Berry & Sims PLC, Nashville, Tennessee, Bond Counsel. Certain legal matters will be passed upon for the Authority
by its General Counsel, Teresa Cobb Esq., Jackson, Tennessee. Stephens Inc. is serving as Municipal Advisor to the
Authority. It is expected that the Series 2020 Bonds in book-entry form will be available for delivery through The Depository
Trust Company on or about December 17, 2020.

December 8, 2020



For purposes of compliance with Rule 15¢2-12 of the Securities and Exchange Commission, this document,
as the same may be supplemented or amended (collectively, the “Official Statement”) by the Jackson Energy
Authority (Tennessee) (the “Authority™), is an Official Statement with respect to the Series 2020 Bonds described
herein that is deemed final by the Authority as of the date hereof (or of any such supplement or amendment). It is
subject to completion with certain information to be established at the time of the sale of the Series 2020 Bonds as
permitted by Rule 15¢2-12 of the Securities and Exchange Commission.

No dealer, broker, salesman or other person has been authorized by the Authority or by Stephens Inc. (the
“Municipal Advisor”) to give any information or make any representations other than those contained in this
Official Statement and, if given or made, such information or representations with respect to the Authority or the
Series 2020 Bonds must not be relied upon as having been authorized by the Authority or the Municipal Advisor.
This Official Statement does not constitute an offer to sell, or solicitation of an offer to buy, any securities other than
the securities offered hereby to any person in any jurisdiction where such offer or solicitation of such offer would be
unlawful.

This Official Statement should be considered in its entirety and no one factor should be considered more or
less important than any other by reason of its position in this Official Statement. Where statutes, reports or other
documents are referred to herein, reference should be made to such statutes, reports or other documents for more
complete information regarding the rights and obligations of parties thereto, facts and opinions contained therein and
the subject matter thereof.

The information and expressions of opinion in this Official Statement are subject to change without notice
and neither the delivery of this Official Statement nor any sale made under it shall, under any circumstances, create
any implication that there has been no change in the affairs of the Authority since the date as of which information is
given in this Official Statement.

In making an investment decision investors must rely on their own examination of the Authority and
the terms of the offering, including the merits and risks involved. No registration statement relating to the
Series 2020 Bonds has been filed with the Securities and Exchange Commission or with any state securities
agency. The Series 2020 Bonds have not been approved or disapproved by the Commission or any state
securities agency, nor has the Commission or any state securities agency passed upon the accuracy or
adequacy of this Official Statement. Any representation to the contrary is a criminal offense.



Jackson Energy Authority (Tennessee)
Wastewater System Revenue Refunding Bonds, Series 2020 (Federally Taxable)

Dated December 17, 2020

Maturity June 1 Amount Rate Yield CUSIP No.**
2021 $160,000 0.200% 0.200% 46873P BH3
2022 335,000 0.250% 0.250% 46873P BJ9
2023 335,000 0.350% 0.350% 46873P BK6
2024 1,650,000 0.500% 0.500% 46873P BL4
2025 1,665,000 0.650% 0.650% 46873P BM2
2026 1,670,000 0.850% 0.850% 46873P BNO
2027 1,680,000 1.000% 1.000% 46873P BP5
2028 1,700,000 1.100% 1.100% 46873P BQ3
2029 1,720,000 1.250% 1.250% 46873P BR1
2030 1,740,000 1.400% 1.400% 46873P BS9
2031 1,765,000 1.500% 1.500% 46873P BT7
2032 1,800,000 1.600% 1.600% 46873P BU4

™ These CUSIP numbers have been assigned by Standard & Poor’s CUSIP Service Bureau, a Division of The McGraw Hill
Companies, Inc., and are included solely for the convenience of the Bondholders. Neither the Underwriter nor the Authority is
responsible for the selection or use of these CUSIP numbers, nor is any representation made as to their correctness on the Series
2020 Bonds or as indicated herein. The CUSIP number for a specific maturity is subject to being changed after the issuance of
the Series 2020 Bonds as a result of various subsequent actions, including, but not limited to, a refunding in whole or in part of
such maturity or as a result of the procurement of secondary market portfolio insurance or other similar enhancement by investors
that is applicable to all or a portion of certain maturities of the Series 2020 Bonds.
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Summary Statement

This Summary is expressly qualified by the entire Official Statement, which should be viewed in its entirety by
potential investors.

ISSUER.............oeeeiieeeeeeeeeven .. Jackson Energy Authority (Tennessee) (the “Authority™).

ISSUE....oo e $16,220,000 Wastewater System Revenue Refunding Bonds, Series
2020 (Federally Taxable) (the “Series 2020 Bonds”).

PURPOSE ..ottt Refund the Authority’s outstanding Wastewater System Revenue
Bonds, Series 2012 and pay costs incident to the issuance and sale of
the Series 2020 Bonds.

SETTLEMENT DATE......cccoviirirnee, December 17, 2020.

INTEREST DUE......ccoeiiiiieievecieaene Each June 1 and December 1, commencing June 1, 2021.
PRINCIPAL DUE.......c.ccccoeveiievnein June 1, 2021 through June 1, 2032, as set forth on the cover.
OPTIONAL REDEMPTION ............... The Series 2020 Bonds maturing on or after June 1, 2030 shall be

subject to redemption at the option of the Authority on and after June
1, 2029 at the price of par.

SECURITY oot The Series 2020 Bonds are payable solely from and secured by a
senior lien upon and pledge of the Net Revenues of the System on
parity with other Senior Lien Revenue Obligations of the Authority
pursuant to the provisions of the Resolution (capitalized terms having
the meanings ascribed herein). The Series 2020 Bonds are not
obligations of the State of Tennessee, or any of its political
subdivisions, other than the Authority, nor is the State of Tennessee,
or any of its political subdivisions, other than the Authority, liable for
the payment of the principal of or interest on the Series 2020 Bonds.
The Resolution does not grant to owners of the Series 2020 Bonds any
mortgage on or security interest in any real or personal property of the
Authority. The Authority has no taxing power.

RATING ..ot “Aa3” by Moody’s Investors Service, Inc. (“Moody’s”) based on
documents and other information provided by the Authority. The
rating reflects only the view of Moody’s and neither the Authority, the
Municipal Advisor nor the Underwriter make any representations as to
the appropriateness of such rating.

There is no assurance that such rating will continue for any given
period of time or that it will not be lowered or withdrawn. Any such
downward change in or withdrawal of the rating may have an adverse
effect on the secondary market price of the Series 2020 Bonds. Any
explanation of the significance of the rating may be obtained from
Moody’s. See “Rating” herein.

Vi



TAX MATTERS. ..., Interest on the Series 2020 Bonds is includable in the gross income of
the holders thereof for federal income tax purposes. For an
explanation of certain tax consequences under federal law which may
result from the ownership of the Series 2020 Bonds, see the discussion
under the heading “Tax Matters” herein. Under existing law, the
Series 2020 Bonds and the income therefrom will be exempt from all
state, county and municipal taxation in the State of Tennessee, except
Tennessee franchise and excise taxes. (See “Tax Matters” herein).

TRUSTEE, BOND REGISTRAR,
PAYING AGENT AND ESCROW

AGENT ..o U.S. Bank National Association, Nashville, Tennessee.
MUNICIPAL ADVISOR ......ccccoveeveeee. Stephens Inc., Nashville, Tennessee.
UNDERWRITER .....ccooviviieeceve Piper Sandler & Co., Chicago, Illinois
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$16,220,000
Jackson Energy Authority (Tennessee)
Wastewater System Revenue Refunding Bonds, Series 2020 (Federally Taxable)
INTRODUCTION

The purpose of this Official Statement, which includes the cover page and the Appendices hereto, is to
furnish certain information in connection with the sale by Jackson Energy Authority (the “Authority”) of
$16,220,000 in aggregate principal amount of its Wastewater System Revenue Refunding Bonds, Series 2020
(Federally Taxable) (the “Series 2020 Bonds”). Capitalized terms used but not defined herein shall have the
meanings assigned to them in the Resolution (hereinafter defined). (See Appendix A - Summary of Certain
Provisions of the Resolution.)

This introduction is not a summary of this Official Statement and is intended only for quick reference. It is
only a brief description of and guide to, and is qualified in its entirety by reference to, more complete and detailed
information contained in the entire Official Statement, including the cover page and the Appendices hereto, and the
documents summarized or described herein. A full review should be made of the entire Official Statement and of the
documents summarized or described herein, if necessary. The offering of the Series 2020 Bonds to potential
investors is made only by means of the entire Official Statement, including the Appendices hereto. No person is
authorized to detach this Introduction from the Official Statement or to otherwise use it without the entire Official
Statement, including the Appendices hereto.

The Authority, the issuer of the Series 2020 Bonds, is a political subdivision of the State of Tennessee
created by the laws of the State of Tennessee, including Chapter No. 55 of the Tennessee Private Acts of 2001, as
amended (the “Act”). The Authority owns and operates a wastewater system (the “System”), serving the City of
Jackson, Tennessee. See Appendix B and Appendix C.

The Series 2020 Bonds are being issued in accordance with the Constitution of the State of Tennessee and
laws of the State of Tennessee, including, but not limited to the Act, and pursuant to a Master Resolution of the
Board of Directors (the “Governing Body”) of the Authority dated November 21, 2002, as amended (the “Master
Resolution™), and a Supplemental Resolution dated November 24, 2020 (the “Supplemental Resolution”; together
with the Master Resolution, the “Resolution™). A summary of certain provisions of the Resolution is attached hereto
as Appendix A.

Audited financial statements for the Authority’s fiscal year ended June 30, 2020 are attached hereto as
Appendix D, certain statistical and demographic information regarding the Authority is attached hereto as Appendix
B and certain demographic and economic information of the City of Jackson is attached hereto as Appendix C.

This Official Statement and the Appendices hereto contain brief descriptions of, among other matters, the
Authority, the Series 2020 Bonds, and the security and sources of payment for the Series 2020 Bonds. Such
descriptions and information do not purport to be comprehensive or definitive. The summaries of various
constitutional provisions, statutes, the Resolution, and other documents are intended as summaries only and are
qualified in their entirety by reference to such documents, and references herein to the Series 2020 Bonds are
qualified in their entirety to the form thereof included in the Resolution. Copies of the Resolution and other
documents and information are available, upon request and upon payment to the Authority of a charge for copying,
mailing and handling, from Jim Ferrell, President, Jackson Energy Authority, 250 North Highland Avenue, Jackson,
Tennessee 38301.



PLAN OF FINANCING

The Series 2020 Bonds are being issued for the purpose of (i) refunding the Authority’s outstanding
Wastewater System Revenue Bonds, Series 2012 (the “Refunded Bonds™); and (ii) paying the costs of issuing the
Series 2020 Bonds. Pursuant to a Refunding Escrow Agreement between the Authority and U.S. Bank National
Association, Nashville, Tennessee (the “Escrow Agent”), a portion of the proceeds of the Series 2020 Bonds,
excluding amounts to pay issuance costs, will be used to purchase United States Treasury Obligations or such other
obligations permitted under Tennessee law (the “Escrow Investments”). The Escrow Investments purchased with a
portion of the proceeds of the Series 2020 Bonds will be held in a separate fund established by the Escrow Agent
with the principal amount of the Escrow Investments and the interest earned thereon being sufficient to pay principal
of and interest on the Refunded Bonds to their earliest redemption date following delivery of the Series 2020 Bonds.
Neither the principal of nor the interest on the Escrow Investments will be available for payment of the Series 2020
Bonds. The Escrow Agent will give the paying agent for the Refunded Bonds irrevocable directions to redeem the
Refunded Bonds on June 1, 2022, their earliest optional redemption date.

Estimated Sources and Uses of Funds

The sources and uses of funds in connection with the issuance of the Series 2020 Bonds are estimated
below.

Sources of Funds:

Par Amount of Series 2020 Bonds $16,220,000.00
Total Sources of Funds $16,220,000.00
Uses of Funds:
Deposit to Refunding Escrow Fund $15,989,236.49
Costs of Issuance® $230,763.51
Total Uses of Funds $16,220,000.00

@ Includes legal and accounting fees, underwriter’s fees, municipal advisory fees, rating agency fees, printing, and other costs of issuance.

Verification of Mathematical Calculations

Public Finance Partners LLC, Minneapolis, Minnesota (the “Verification Agent”), will deliver to the
Authority, on or before the settlement date of the Series 2020 Bonds, its verification report indicating that it has
verified the mathematical accuracy of the mathematical computations of the adequacy of the cash and the maturing
principal of and interest on the Escrow Investments to pay, when due, the principal of, premium, if any, and interest
on the Refunded Bonds.

The verification performed by the Verification Agent will be solely based upon data, information and
documents provided to it by the Authority and its representatives. The Verification Agent’s report of its verification
will state that it has no obligation to update the report because of events occurring, or data or information coming to
its attention, subsequent to the date of the report.



DESCRIPTION OF THE SERIES 2020 BONDS
General

The Series 2020 Bonds are dated as of the date of their delivery, and bear interest from such date at the
rates per annum set forth on the cover page of this Official Statement (computed on the basis of a 360-day year of
twelve 30-day months). Interest on the Series 2020 Bonds is payable on each June 1 and December 1, commencing
June 1, 2021.

Payment of the principal of and interest on the Series 2020 Bonds will be made by the Registration Agent
directly to Cede & Co., as nominee of DTC, and will subsequently be disbursed to DTC Participants and thereafter
to Beneficial Owners of the Series 2020 Bonds. See “Book-Entry Only Bonds.”

When not in book-entry form, interest on the Series 2020 Bonds will be paid by check or draft on the
Registration Agent, and will be mailed on the date due by first class mail to the registered owners of record as of the
15th day of the calendar month (the “Regular Record Date”) immediately preceding the applicable Interest Payment
Date, at the address shown on the registration books of the Authority maintained by the Registration Agent. When
not in book-entry form, the principal of and redemption premium (if any) on the Series 2020 Bonds will be paid
upon the presentation and surrender of the Series 2020 Bonds at the principal corporate trust office of the
Registration Agent.

Any interest on any Series 2020 Bond that is payable but is not punctually paid or duly provided for on an
Interest Payment Date (the “Defaulted Interest”) will cease to be payable to the registered owner on the relevant
Regular Record Date; and, in lieu thereof, such Defaulted Interest will be paid by the Authority to the persons in
whose names the Series 2020 Bonds are registered at the close of business on a date (the “Special Record Date”) for
the payment of such Defaulted Interest, which date will be fixed in the following manner: the Authority will notify
the Registration Agent of the amount of Defaulted Interest proposed to be paid on each Series 2020 Bond and the
date of the proposed payment. Thereupon, not less than ten days after the receipt by the Registration Agent of the
notice of the proposed payment, the Registration Agent will fix a Special Record Date for the payment of such
Defaulted Interest, which date will be not more than 15 nor less than 10 days prior to the date of the proposed
payment to the registered owners. The Registration Agent will promptly notify the Authority of such Special
Record Date, and in the manner and at the expense of the Authority, not less than ten days prior to such Special
Record Date, will cause notice of the proposed payment of such Defaulted Interest and the Special Record Date to
be mailed, first-class postage prepaid, to each registered owner at the address thereof as it appears in the registration
records maintained by the Registration Agent as to the date of such notice.

Denominations, Registration, Transfers and Exchanges

The Series 2020 Bonds will be issued in fully registered form in the denomination of $5,000 each or
integral multiples thereof. The Series 2020 Bonds will be registered as to principal and interest on the registration
books kept by the Registration Agent. The registered owner thereof shall be treated as the absolute owner thereof
for all purposes, including payment, and payment to the registered owner thereof shall satisfy all liability thereon to
the extent of sums so paid.

When in book-entry form, Series 2020 Bonds held by DTC or Cede & Co., as its nominee, on behalf of the
Beneficial Owners thereof, are transferable upon delivery to DTC or Cede & Co., as its nominee, of an assignment
executed by the Beneficial Owner or the Beneficial Owner's duly authorized attorney. See “Book-Entry Only
Bonds.”

When not in book-entry form, ownership of any Series 2020 Bond will be transferable upon surrender
thereof to the Registration Agent, together with an assignment duly executed by the registered owner or his attorney,
in such form as shall be satisfactory to the Registration Agent. Upon any such transfer of ownership, the
Registration Agent will cause to be authenticated and delivered a new Series 2020 Bond or Series 2020 Bonds
registered in the name of the transferee in the authorized denomination in the same aggregate principal amount and
interest rate as the Series 2020 Bonds surrendered for such transfer. When not in book-entry form, the Series 2020
Bonds may be exchanged for a like principal amount of Series 2020 Bonds of the same interest rate of other



authorized denominations. For every exchange or registration of transfer, the Registration Agent, may charge an
amount sufficient to reimburse it for any tax or other governmental charge required to be paid with respect to such
exchange or registration or transfer, but no other charge may be made to the owner for any exchange or registration
of transfer of the Series 2020 Bonds.

Optional Redemption

The Series 2020 Bonds maturing on or after June 1, 2030 are subject to redemption prior to maturity at the
option of the Authority on or after June 1, 2029, in whole or in part at any time, at a redemption price equal to 100%
of the principal amount thereof, plus accrued interest to the redemption date.

If less than all the Series 2020 Bonds shall be called for redemption, the maturities to be redeemed shall be
selected by the Board of Directors of the Authority in its discretion. If less than all of the Series 2020 Bonds within
a single maturity shall be called for redemption, the interests within the maturity to be redeemed shall be selected as
follows:

0] if the Series 2020 Bonds are being held under a Book-Entry System by DTC, or a successor
Depository, the Series 2020 Bonds to be redeemed shall be determined by DTC, or such successor
Depository, by lot or such other manner as DTC, or such successor Depository, shall determine; or

(i) if the Series 2020 Bonds are not being held under a Book-Entry System by DTC, or a successor
Depository, the Series 2020 Bonds within the maturity to be redeemed shall be selected by the
Registration Agent by lot or such other random manner as the Registration Agent in its discretion
shall determine.

Notice of Redemption

Notice of call for redemption, whether optional or mandatory, shall be given by the Registration Agent not
less than thirty (30) nor more than sixty (60) days prior to the date fixed for redemption by sending an appropriate
notice to the registered owners of the Series 2020 Bonds to be redeemed by first-class mail, postage prepaid, at the
addresses shown on the registration records of the Registration Agent as of the date of the notice; but neither failure
to mail such notice nor any defect in any such notice so mailed shall affect the sufficiency of the proceedings for the
redemption of any of the Series 2020 Bonds for which proper notice was given. An optional redemption notice may
state that it is conditioned upon the deposit of moneys in an amount equal to the amount necessary to affect the
redemption with the Registration Agent no later than the redemption date (“Conditional Redemption™). As long as
DTC, or a successor Depository, is the registered owner of the Series 2020 Bonds, all redemption notices shall be
mailed by the Registration Agent to DTC, or such successor Depository, as the registered owner of the Series 2020
Bonds, as and when above provided, and neither the Authority nor the Registration Agent shall be responsible for
mailing notices of redemption to DTC Participants or Beneficial Owners. Failure of DTC, or any successor
Depository, to provide notice to any DTC Participant will not affect the validity of such redemption. From and after
any redemption date, all Series 2020 Bonds called for redemption shall cease to bear interest if funds are available at
the office of the Registration Agent for the payment thereof and if notice has been duly provided as set forth in the
Resolution. In the case of a Conditional Redemption, the failure of the Authority to make funds available in part or
in whole on or before the redemption date shall not constitute an event of default, and the Registration Agent shall
give immediate notice to the Depository or the affected Bondholders that the redemption did not occur and that the
Series 2020 Bonds called for redemption and not so paid remain outstanding.

Book-Entry Only System

Except as otherwise provided in the Detailed Notice of Sale, the Depository Trust Company (“DTC”), New
York, NY, will act as securities depository for the Series 2020 Bonds. The Series 2020 Bonds will be issued as fully-
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may
be requested by an authorized representative of DTC. One fully-registered Series 2020 Bond certificate will be
issued for each maturity of the Series 2020 Bonds, in the aggregate principal amount of such maturity, and will be
deposited with DTC.



DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity, corporate and
municipal debt issues, and money market instrument from over 100 countries that DTC’s participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales
and other securities transactions in deposited securities through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants of
DTC and Members of the National Securities Clearing Corporation, Fixed Income Clearing Corporation, and
Emerging Markets Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the
New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers
and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest
rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of Series 2020 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Series 2020 Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Security (“Beneficial Owner™) is in turn to be recorded on the Direct and Indirect Participants’
records. Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners
are, however, expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Series 2020 Bonds are to be accomplished by entries made on
the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interests in Securities, except in the event that use of the book-entry
system for the Series 2020 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2020 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co. or such other name as may be requested by an
authorized representative of DTC. The deposit of Series 2020 Bonds with DTC and their registration in the name of
Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no knowledge of the
actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to
whose accounts such Series 2020 Bonds are credited, which may or may not be the Beneficial Owners. The Direct
and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Series 2020 Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to
be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the Series
2020 Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series 2020
Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the Series 2020 Bonds will be made to Cede
& Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to



credit Direct Participants’” accounts, upon DTC’s receipt of funds and corresponding detail information from Issuer
or Agent on payable date in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case
with securities held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC nor its nominee, Agent, or Issuer, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and
dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of
DTC) is the responsibility of County or Agent, disbursement of such payments to Direct Participants will be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Series 2020 Bonds
at any time by giving reasonable notice to the Authority or Registration Agent. Under such circumstances, in the
event that a successor securities depository is not obtained, Series 2020 Bond certificates are required to be printed
and delivered.

The Authority may decide to discontinue use of the system of book-entry-only transfers through DTC (or a
successor securities depository). In that event, Security certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that Authority believes to be reliable, but the Authority takes no responsibility for the accuracy thereof.

THE AUTHORITY AND THE REGISTRATION AGENT HAVE NO RESPONSIBILITY OR
OBLIGATION TO PARTICIPANTS, OR TO ANY BENEFICIAL OWNER WITH RESPECT TO (I) THE
ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY PARTICIPANT; (II) THE
PAYMENT BY DTC OR ANY PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE
PRINCIPAL OF OR INTEREST ON THE SERIES 2020 BONDS; (I11) THE DELIVERY OR TIMELINESS
OF DELIVERY BY ANY PARTICIPANT OR ANY NOTICE TO ANY BENEFICIAL OWNER WHICH IS
REQUIRED OR PERMITTED UNDER THE TERMS OF THE RESOLUTION TO BE GIVEN TO
BONDHOLDERS; OR (IV) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC OR CEDE &
CO. AS BONDHOLDER.

SECURITY AND SOURCES OF PAYMENT OF THE SERIES 2020 BONDS

Neither the full faith and credit nor the taxing power of the State of Tennessee or any political subdivision
thereof, including the Authority, is pledged to the payment of the Series 2020 Bonds. The Series 2020 Bonds are
limited obligations of the Authority and are payable solely from the Net Revenues (as described below and as
defined in Appendix A hereto) of the System on parity with other Senior Lien Revenue Obligations of the Authority.
The Series 2020 Bonds do not constitute a charge, lien or encumbrance upon any other property of the Authority.

Pledge of Net Revenues

Under the terms of the Resolution, the Series 2020 Bonds are secured by a senior pledge of and lien on the
Net Revenues of the System on parity with other Senior Lien Revenue Obligations of the Authority which may be
issued in the future under the Master Resolution and the following outstanding Senior Lien Revenue Obligations:
the Wastewater System Revenue Refunding Bonds, Series 2017 and the Revolving Fund Loan Agreements with the
Tennessee Local Development Authority. Generally, Net Revenues means all revenues of the System, from
whatever source, minus System operating expenses other than depreciation, amortization and interest expense. See
Appendix A for a more detailed definition of Net Revenues. See Appendix B for information regarding the
Authority, the Authority's service area and the System, and “SCHEDULE of LONG-TERM DEBT” for information
regarding the Authority's debt service obligations.

Flow of Funds

Pursuant to the Resolution, the Authority has agreed to deposit all revenues derived from the operation of
the System into the Revenue Fund. Monies in the Revenue Fund shall be applied from time to time to the following



purposes and, prior to the occurrence and continuation of an Event of Default, in the order of priority determined by
the Authority, in its sole discretion:

. To pay Operating Expenses; and

. To pay debt service on obligations of the Authority; and

. To fund debt service reserves, if applicable (the Authority has not established a debt service
reserve for the Series 2020 Bonds); and

. To pay amounts with respect to any Other System Obligations, which do not have a lien on
revenues of the Authority; and

. For transfer to a renewal and extension fund for the System; and

. To any other legal purpose.

See Appendix A for a more detailed description of the Revenue Fund and flow of funds.
Rate Covenant

The Authority covenants in the Master Resolution to continuously control, operate, and maintain the
System in an efficient and economical manner and on a revenue producing basis and shall at all times prescribe, fix,
maintain, and collect rates, fees, and other charges for the services and facilities furnished by the System fully
sufficient at all times:

(a) for 100% of the Operating Expenses and for the accumulation in the Revenue Fund of a reasonable reserve
therefor, in an amount, if any, as shall be determined from time to time by the Authority; and

(b) such that Net Revenues in each Fiscal Year:

(1) will equal at least 120% of the Debt Service Requirement on all Senior Lien Revenue
Obligations and 100% of the Debt Service Requirement on all other Revenue Obligations
then Outstanding for such Fiscal Year and any Termination Payments due during such
Fiscal Year which are secured by a lien on the Pledged Revenues;

2 will enable the Authority to make all required payments, if any, into the Debt Service
Reserve Account and the Rebate Fund and on any Contract or Other System Obligation;

3) will enable the Authority to accumulate an amount to be held in the Renewal and
Extension Fund, which in the judgment of the Authority is adequate to meet the costs of
major renewals, replacements, repairs, additions, betterments, and improvements to the
Wastewater System necessary to keep the same in good operating condition or as is
required by any governmental agency having jurisdiction over the Wastewater System;

4) will remedy all deficiencies in required payments into any of the funds and accounts
mentioned in the Resolution from prior Fiscal Years; and

(5) will permit the Authority to comply with the terms of any agreement that the Authority
has entered into to purchase or sell wastewater;

For purposes of (a), (b)(1) and (2) each category of Net Revenues shall be compared to the required payments with
respect to, or for accounts related to, related Operating Expenses, Revenue Obligations, Contracts and Other System
Obligations.

If the Authority fails to prescribe, fix, maintain, and collect rates, fees, and other charges, or to revise such
rates, fees, and other charges, in accordance with the provisions of this section in any Fiscal Year, but the Authority
in the next Fiscal Year has promptly taken all available measures to revise such rates, fees and other charges as
advised by a Consulting Engineer or Financial Advisor retained by the Authority to review the operations of the
Wastewater System there shall be no Event of Default until at least the end of such next Fiscal Year and only then if
Net Revenues are less than the amount required by this section.



Under the provisions of the Act, the Authority may change its rates upon approval by its Board without the
necessity of review or approval by any other municipality, the state or any commission or authority. Notice of any
rate change must be announced in the local newspaper at least thirty (30) days prior to the effective date. If during
such period, protests against the change are filed with the Board of Directors of the Authority by 1% of the users,
then the proposed rates shall not go into effect unless approved by the City Council of the City of Jackson. The
foregoing requirements and limitations, however, do not limit or restrict the power of the Authority to raise rates to
comply with the Authority’s covenants (including, without limitation, the rate covenant) in the Resolution because
the Act provides that, in connection with the issuance of bonds and in order to secure the payment of its bonds, the
Authority shall have power to make such covenants and to do all things as may be necessary or convenient or
desirable in order to secure its bonds or which in the absolute direction of the Board of Directors, tend to make the
bonds more marketable, notwithstanding that such covenants, acts and things may restrict or interfere with the
exercise of the powers otherwise provided in the Act. The Authority has never received a protest from the requisite
number of users of the System that would require the rate increase to be approved by the City Council.

Bond Fund and Reserve Fund

Pursuant to the Resolution the Authority will establish for the Series 2020 Bonds a subaccount in the
Interest Account and a subaccount in the Principal Account of the Sinking Fund. The Resolution requires the
Authority to make deposits into such subaccounts necessary to pay scheduled debt service on the Series 2020 Bonds
on or before the due date therefor. The funds on deposit in said subaccounts will be used to pay the principal of and
interest on the Series 2020 Bonds as the same become due.

The Authority is not required under the Resolution to establish a subaccount of the Debt Service Reserve
Account for any Revenue Obligations issued thereunder, and any such subaccount shall only be established if
required by the Supplemental Resolution authorizing the issuance of such Revenue Obligations. Under the
Supplemental Resolution pursuant to which the Series 2020 Bonds are issued, there is no Debt Service Reserve
Requirement for the Series 2020 Bonds.

Additional Senior Lien Revenue Obligations; Subordinate Lien Obligations

The Authority may, from time to time, issue additional Senior Lien Revenue Obligations under the terms of
the Resolution. Senior Lien Revenue Obligations will have a lien on the Net Revenues of the System on a parity
with the lien on the Net Revenues of the System securing the Series 2020 Bonds. See Appendix A for the
conditions under which such Parity Bonds may be issued. The Authority may not issue bonds payable from or
secured by a lien on the Net Revenues senior to that securing the payment of the Series 2020 Bonds. The following
are the outstanding Senior Lien Revenue Obligations as of the date of issuance of the Series 2020 Bonds: the
Wastewater System Revenue Refunding Bonds, Series 2017 and the Revolving Fund Loan Agreements with the
Tennessee Local Development Authority. See “SCHEDULE OF LONG-TERM DEBT” herein for additional
information regarding the Authority's debt service obligations.

The Resolution permits the Authority to issue Subordinate Lien Obligations without having to satisfy the
tests described above for additional Senior Lien Revenue Obligations. As of the date of issuance of the Series 2020
Bonds, there are no Subordinate Lien Obligations.

Events of Defaults and Remedies

The Authority has not previously experienced any defaults with respect to the payment of principal of or
interest on any of its bonds, notes or other debt obligations.

If, as a result of an event of default, any other Senior Lien Revenue Obligations shall have been
accelerated, then the holders of not less than 50% in aggregate principal amount of the Series 2020 Bonds then
outstanding shall have the right to cause acceleration of the Series 2020 Bonds by the Authority (at a purchase or
redemption price equal to 100% of the principal amount outstanding plus accrued interest to the mandatory purchase
or redemption date) on a schedule commensurate with the acceleration of such other Senior Lien Revenue
Obligations.



For a detailed description of the events and defaults and remedies relating to the Series 2020 Bonds see
Appendix A hereto.

Additional Borrowing Plans

The Authority currently anticipates funding most of the anticipated wastewater system capital
improvements over the next five years with internal operating revenues. It is possible the Authority will apply for
approximately $5 million in low cost State Revolving Fund loans for certain wastewater treatment plant
improvements. No additional borrowing has been approved or is planned at this time

LEGAL MATTERS
Pending Litigation

The Authority, like other similar bodies, is subject to a variety of suits and proceedings arising in the
ordinary conduct of its affairs. The Authority, after reviewing the current status of all pending and threatened
litigation with its counsel believes that, while the outcome of litigation cannot be predicted, the final settlement of
all lawsuits which have been filed and of any actions or claims pending or threatened against the Authority or its
officials in such capacity are adequately covered by insurance or sovereign immunity or will not have a material
adverse effect upon the financial position or results of operations of the Authority.

There is no litigation now pending or, to the knowledge of the Authority, threatened which restrains or
enjoins the issuance or delivery of the Series 2020 Bonds, the use of Net Revenues for the payment of the Series
2020 Bonds, or the use of the proceeds of the Series 2020 Bonds or which questions or contests the validity of the
Series 2020 Bonds or the proceedings and authority under which they are to be issued. Neither the creation,
organization, or existence of the Authority, nor the title of the present members or other officials of the Authority to
their respective offices, is being contested or questioned.

Opinions of Bond Counsel

Legal matters incident to the authorization, validity, and issuance of the Series 2020 Bonds are subject to
the approving opinion of Bass, Berry & Sims PLC, Nashville, Tennessee, Bond Counsel. The form of opinion of
Bond Counsel is attached to this Official Statement as Appendix E. Copies of the opinion will be available at the
time of the initial delivery of the Series 2020 Bonds. Certain legal matters will be passed upon for the Authority by
its General Counsel, Teresa Cobb Esqg., Jackson, Tennessee.

TAX MATTERS

State Taxes

Under existing law, the Series 2020 Bonds and the income therefrom are exempt from all present state,
county and municipal taxes in Tennessee except (a) Tennessee excise taxes on interest on the Series 2020 Bonds
during the period the Series 2020 Bonds are held or beneficially owned by any organization or entity, or other than a
sole proprietorship or general partnership doing business in the State of Tennessee, and (b) Tennessee franchise
taxes by reason of the inclusion of the book value of the Series 2020 Bonds in the Tennessee franchise tax base of
any organization or entity, other than a sole proprietorship or general partnership, doing business in the State of
Tennessee.



Federal

Disclaimer. Any discussion of the tax issues relating to the Series 2020 Bonds in this Official Statement
was written to support the promotion or marketing of the Series 2020 Bonds. Such discussion was not intended or
written to be used, and it cannot be used, by any person for the purpose of avoiding any tax penalties that may be
imposed on such person. Each investor should seek advice with respect to the Series 2020 Bonds based on its
particular circumstances from an independent tax advisor.

General. The following is a summary of certain anticipated United States federal income tax consequences
of the purchase, ownership and disposition of the Series 2020 Bonds. The summary is based upon the provisions of
the Code, the regulations promulgated thereunder and the judicial and administrative rulings and decisions now in
effect, all of which are subject to change. The summary generally addresses Bonds held as capital assets and does
not purport to address all aspects of federal income taxation that may affect particular investors in light of their
individual circumstances or certain types of investors subject to special treatment under the federal income tax laws,
including but not limited to financial institutions, insurance companies, dealers in securities or currencies, those
holding such bonds as a hedge against currency risks or as a position in a "straddle™ for tax purposes, or those whose
functional currency is not the United States dollar. Potential purchasers of the Series 2020 Bonds should consult
their own tax advisors in determining the federal, state or local tax consequences to them of the purchase, ownership
and disposition of the Series 2020 Bonds.

Interest on the Series 2020 Bonds is not excluded from gross income for federal income tax purposes.
Purchasers other than those who purchase Bonds in the initial offering at their stated principal amounts will be
subject to federal income tax accounting rules affecting the timing and/or characterization of payments received with
respect to such Series 2020 Bonds. In general, interest paid on the Series 2020 Bonds, accrual of original issue
discount and market discount, if any, will be treated as ordinary income to an owner of Bonds and, after adjustment
for the foregoing, principal payments will be treated as a return of capital.

Original Issue Discount. The following summary is a general discussion of certain federal income tax
consequences of the purchase, ownership and disposition of Series 2020 Bonds issued with original issue discount
("Discount Bonds™). A Discount Bond will be treated as having original issue discount if the excess of its "stated
redemption price at maturity” (defined below) over its issue price (defined as the initial offering price at which a
substantial amount of the Discount Bonds of the same maturity have first been sold to the public, excluding bond
houses and brokers) equals or exceeds one quarter of one percent of such Discount Bond's stated redemption price at
maturity multiplied by the number of complete years to its maturity. A Discount Bond's "stated redemption price at
maturity" is the total of all payments provided by the Discount Bond that are not payments of "qualified stated
interest.” Generally, the term "qualified stated interest” includes stated interest that is unconditionally payable in
cash or property (other than debt instruments of the issuer) at least annually at a single fixed rate. In general, the
amount of original issue discount includable in income by the initial holder of a Discount Bond is the sum of the
"daily portions" of original issue discount with respect to such Discount Bond for each day during the taxable year
in which such holder held such Discount Bond. The daily portion of original issue discount on any Discount Bond is
determined by allocating to each day in any "accrual period" a ratable portion of the original issue discount allocable
to that accrual period. An accrual period may be of any length, and may vary in length over the term of a Discount
Bond, provided that each accrual period is not longer than one year and each scheduled payment of principal or
interest occurs at the end of an accrual period. The amount of original issue discount allocable to each accrual period
is equal to the difference between (i) the product of the Discount Bond's adjusted issue price at the beginning of such
accrual period and its yield to maturity (determined on the basis of compounding at the close of each accrual period
and appropriately adjusted to take into account the length of the particular accrual period) and (ii) the amount of any
qualified stated interest payments allocable to such accrual period. The "adjusted issue price” of a Discount Bond at
the beginning of any accrual period is the sum of the issue price of the Discount Bond plus the amount of original
issue discount allocable to all prior accrual periods minus the amount of any prior payments on the Discount Bond
that were not qualified stated interest payments. Under these rules, holders will have to include in income
increasingly greater amounts of original issue discount in successive accrual periods. Holders utilizing the accrual
method of accounting may generally, upon election, include all interest (including stated interest, acquisition
discount, original issue discount, de minimis original issue discount, market discount, de minimis market discount,
and unstated interest, as adjusted by any amortizable. bond premium or acquisition premium) on the Discount Bond
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by using the constant yield method applicable to original issue discount, subject to certain limitations and
exceptions.

Market Discount. Any owner who purchases a Series 2020 Bond at a price which includes market
discount in excess of a prescribed de minimis amount (i.e., at a purchase price that is less than its adjusted issue
price in the hands of an original owner) will be required to recharacterize all or a portion of the gain as ordinary
income upon receipt of each scheduled or unscheduled principal payment or upon other disposition. In particular,
such owner will generally be required either (a) to allocate each such principal payment to accrued market discount
not previously included in income and to recognize ordinary income to that extent and to treat any gain upon sale or
other disposition of such a Bond as ordinary income to the extent of any remaining accrued market discount (under
this caption) or (b) to elect to include such market discount in income currently as it accrues on all market discount
instruments acquired by such owner on or after the first day of the taxable year to which such election applies. The
Code authorizes the Treasury Department to issue regulations providing for the method for accruing market discount
on debt instruments the principal of which is payable in more than one installment. Until such time as regulations
are issued by the Treasury Department, certain rules described in the legislative history of the Tax Reform Act of
1986 will apply. Under those rules, market discount will be included in income either (a) on a constant interest basis
or (b) in proportion to the accrual of stated interest. An owner who acquires a Series 2002 Bond at a market discount
also may be required to defer, until the maturity date of such Series 2020 Bond or the earlier disposition in a taxable
transaction, the deduction of a portion of the amount of interest that the owner paid or accrued during the taxable
year on indebtedness incurred or maintained to purchase or carry a Series 2002 Bond in excess of the aggregate
amount of interest (including original issue discount) includable in such owner's gross income for the taxable year
with respect to such Series 2020 Bond. The amount of such net interest expense deferred in a taxable year may not
exceed the amount of market discount accrued on the Series 2020 Bond for the days during the taxable year on
which the owner held the Series 2020 Bond and, in general, would be deductible when such market discount is
includable in income. The amount of any remaining deferred deduction is to be taken into account in the taxable
year in which the Series 2020 Bond matures or is disposed of in a taxable transaction. In the case of a disposition in
which gain or loss is not recognized in whole or in part, any remaining deferred deduction will be allowed to the
extent gain is recognized on the disposition. This deferral rule does not apply if the Series 2020 Bondowner elects to
include such market discount in income currently as described above.

Bond Premium. A purchaser who purchases a Series 2020 Bond at a cost greater than its then principal
amount (or, in the case of a Bond issued with original issue premium, at a price in excess of its adjusted issue price)
will have amortizable bond premium. If the holder elects to amortize the premium under Section 171 of the Code
(which election will apply to all bonds held by the holder on the first day of the taxable year to which the election
applies, and to all bonds thereafter acquired by the holder), such a purchaser must amortize the premium using
constant yield principles based on the purchaser's yield to maturity. Amortizable bond premium is generally treated
as an offset to interest income, and a reduction in basis is required for amortizable bond premium that is applied to
reduce interest payments. Purchasers of any Series 2020 Bonds who acquire such Series 2020 Bonds at a premium
(or with acquisition premium) should consult with their own tax advisors with respect to the determination and
treatment of such premium for federal income tax purposes and with respect to state and local tax consequences of
owning such Bonds.

Sale or Redemption of Bonds. A bondowner's tax basis for a Series 2020 Bond is the price such owner
pays for the Series 2020 Bond plus the amount of any original issue discount and market discount previously
included in income, reduced on account of any payments received (other than "qualified stated interest" payments)
and any amortized bond premium. Gain or loss recognized on a sale, exchange or redemption of a Bond, measured
by the difference between the amount realized and the basis of the Series 2020 Bond as so adjusted, will generally
give rise to capital gain or loss if the Series 2020 Bond is held as a capital asset (except as discussed above under "-
Market Discount™). The legal defeasance of Bonds may result in a deemed sale or exchange of such Series 2020
Bonds under certain circumstances; owners of such Bonds should consult their tax advisors as to the Federal income
tax consequences of such an event.

Backup Withholding. A bondowner may, under certain circumstances, be subject to "backup
withholding" (currently the rate of this withholding obligation is 24%, but the rate may change in the future) with
respect to interest or original issue discount on the Series 2020 Bonds. This withholding generally applies if the
owner of a Bond (a) fails to furnish the Registration Agent or other payor with its taxpayer identification number;
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(b) furnishes the Registration Agent or other payor an incorrect taxpayer identification number; (c) fails to report
properly interest, dividends or other "reportable payments” as defined in the Code; or (d) under certain
circumstances, fails to provide the Registration Agent or other payor with a certified statement, signed under penalty
of perjury, that the taxpayer identification number provided is its correct number and that the holder is not subject to
backup withholding. Backup withholding will not apply, however, with respect to certain payments made to
bondowners, including payments to certain exempt recipients (such as certain exempt organizations) and to certain
Nonresidents. Owners of the Series 2020 Bonds should consult their tax advisors as to their qualification for
exemption from backup withholding and the procedure for obtaining the exemption. Backup withholding is not an
additional tax. Any amount paid as backup withholding would be credited against the Series 2020 Bondholder's U.S.
federal income tax liability, provided that the requisite information is timely provided to the Internal Revenue
Service. The amount of "reportable payments" for each calendar year and the amount of tax withheld, if any, with
respect to payments on the Series 2020 Bonds will be reported to the Series 2020 Bondowners and to the Internal
Revenue Service.

Nonresident Borrowers. Under the Code, interest and original issue discount income with respect to
Bonds held by nonresident alien individuals, foreign corporations or other non-United States persons.
("Nonresidents™) generally will not be subject to the United States withholding tax (or backup withholding) if the
Authority (or other who would otherwise be required to withhold tax from such payments) is provided with an
appropriate statement that the beneficial owner of the Series 2020 Bond is a Nonresident. Notwithstanding the
foregoing, if any such payments are effectively connected with a United States trade or business conducted by a
Nonresident bondowner, they will be subject to regular United States income tax, but will ordinarily be exempt from
United States withholding tax.

ERISA. The Employees Retirement Income Security Act of 1974, as amended ("ERISA"), and the Code
generally prohibit certain transactions between a qualified employee benefit plan under ERISA or tax-qualified
retirement plans and individual retirement accounts under the Code (collectively, the "Plans") and those who, with
respect to a Plan, are fiduciaries or other "parties in interest" within the meaning of ERISA or "disqualified persons"
within the meaning of the Code. All fiduciaries of Plans, in consultation with their advisors, should carefully
consider the impact of ERISA and the Code on an investment in any Bonds.

CONTINUING DISCLOSURE

The Authority will at the time the Series 2020 Bonds are delivered execute a Continuing Disclosure
Agreement under which it will covenant for the benefit of holders and beneficial owners of the Series 2020 Bonds to
provide certain financial information and operating data relating to the Authority and the System by not later than
twelve months after the end of each fiscal year commencing with the fiscal year ending June 30, 2020 (the “Annual
Report”), and to provide notice of the occurrence of certain enumerated events. All continuing disclosure filings
will be made with the Municipal Securities Rulemaking Board (“MSRB”) at www.emma.msrb.org and any State
Information Depository (“SID”). If the Authority is unable to provide the Annual Report to the MSRB and the SID,
if any, by the date set forth above for the filing of the Annual Report, notice of such failure shall be sent to the
MSRB and the SID, if any, on or before such date. The specific nature of the information to be contained in the
Annual Report or the notices of enumerated events is set forth in the form of Continuing Disclosure Agreement
attached hereto as Appendix F. These covenants have been made in order to assist the Underwriter in complying
with Securities and Exchange Commission Rule 15¢2-12(b), as it may be amended from time to time (the “Rule”).

In the past five years, the Authority has not failed to comply in any material respect with any previous
undertakings with regard to the Rule.

RATING

Moody’s Investors Service, Inc. (the “Rating Agency”) has assigned the Series 2020 Bonds a rating of
“Aa3”. An explanation of the significance of such rating may be obtained from the Rating Agency. This rating is
not a recommendation to buy, sell or hold the Series 2020 Bonds. Generally, rating agencies base their ratings on
information and materials furnished to the agencies and on investigations, studies and assumptions by the agencies.
There is no assurance that this rating will be maintained for any given period of time or that this rating will not be
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revised downward or withdrawn entirely by the Rating Agency if, in such agency's judgment, circumstances so
warrant. Any such downward revision or withdrawal of this rating may have an adverse effect on the market price
of the Series 2020 Bonds. Neither the Authority, the Municipal Advisor nor the Underwriter has undertaken any
responsibility to oppose any revision or withdrawal of the rating.

MUNICIPAL ADVISOR

Stephens Inc. is serving as Municipal Advisor to the Authority in connection with the issuance of the
Bonds. Stephens Inc., in its capacity as Municipal Advisor, has relied on the opinion of Bond Counsel and has not
verified and does not assume any responsibility for the information, covenants and representations contained in any
of the legal documents with respect to the federal or state income tax status of the Bonds or the possible impact of
any present, pending or future actions taken by any legislative or judicial bodies. The information set forth herein
has been obtained from the District and other sources believed to be reliable, but has not been independently verified
by Municipal Advisor.

The Municipal Advisor’s fee for services rendered with respect to the sale of the Bonds is contingent upon
the issuance and delivery of the Bonds.

The Municipal Advisor has reviewed the information in this Official Statement in accordance with, and as
part of, its responsibilities to the Authority and, as applicable, to investors under the federal securities laws as
applied to the facts and circumstances of this transaction, but the Municipal Advisor does not guarantee the accuracy
or completeness of such information.

UNDERWRITING

Piper Sandler & Co., Chicago, lllinois, acting for and on behalf of itself and such other securities dealers as
it may designate, will purchase the Series 2020 Bonds for an aggregate purchase price of $16,103,761.67, which is
par, less $116,238.33 underwriter’s discount.

The Underwriter may offer and sell the Series 2020 Bonds to certain dealers (including dealer banks and
dealers depositing the Series 2020 Bonds into investment trusts) and others at prices different from the public
offering prices stated on the cover page of this Official Statement. Such initial public offering prices may be
changed from time to time by the Underwriter.

INDEPENDENT AUDITORS

The financial statements of the Authority as of June 30, 2020 and for the year then ended, attached hereto
as Appendix D, have been audited by Alexander Thompson Arnold PLLC, Jackson, Tennessee, independent
auditors, as stated in their report thereon and are included in reliance upon the authority of such firm as independent
auditors.

MISCELLANEOUS

Use of the words “shall” or “will” in this Official Statement in summaries of documents to describe future
events or continuing obligations is not intended as a representation that such event or obligation will occur but only
that the document contemplates or requires such event to occur or obligation to be fulfilled.

Any statements made in this Official Statement involving estimates or matters of opinion, whether or not so
expressly stated, are set forth as such and not as representations of fact, and no representation is made that any of the
estimates or matters of opinion will be realized. Neither this Official Statement nor any statement which may have
been made orally or in writing is to be construed as a contract with the owners of the Series 2020 Bonds.
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AUTHORIZATION OF AND CERTIFICATION CONCERNING OFFICIAL STATEMENT

The Official Statement has been authorized by the Board of Directors of the Authority. Concurrently with
the delivery of the Series 2020 Bonds, the undersigned will furnish an Agreement to the effect that nothing has come
to the undersigned's attention which would lead the undersigned to believe that this Official Statement contained, as
of the date of delivery of the Series 2020 Bonds, any untrue statement of a material fact or omitted to state a material
fact which should be included herein for the purposes for which this Official Statement is intended to be used or
which is necessary to make the statements contained herein, in light of the circumstances under which they were
made, not misleading.

Jim Ferrell, President
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SUMMARY OF RESOLUTION

The following briefly summarizes certain terms and provisions of the Master Resolution—\Wastewater
System Revenue Obligations adopted by the Authority on November 21, 2002, as amended September 25, 2014 and
as supplemented by a Supplemental Resolution dated November 24, 2020 in connection with the Series 2020
Wastewater System Revenue Refunding Bonds (the “Resolution”). This summary is not a complete explanation of
the terms and conditions of the Resolution. Investors should refer to the Resolution for a complete statement of the
terms, provisions and conditions thereof.

DEFINITIONS

"Accreted Value" means, with respect to each Compound Interest Bond, the principal amount of such
Compound Interest Bond, plus, on the date of calculation, the interest accrued thereon to such date compounded at
the interest rate thereof on each compounding date contained in such Compound Interest Bond, and, with respect to
any calculation on a date other than a compounding date, the Accreted Value means the Accreted Value as of the
preceding compounding date plus interest on such amount from such compounding date to the date of calculation at
a rate equal to the interest rate on such Compound Interest Bond.

"Acquired System" means any other Wastewater system or facility, including any distribution, general or
transmission facility, acquired by the Authority pursuant to State law.

"Additional Interest" means, for any period during which any Pledged Bonds are owned by a Credit Issuer
pursuant to a Credit Facility or Credit Facility Agreement, the amount of interest accrued on such Pledged Bonds at
the Pledged Bond Rate less the amount of interest which would have accrued during such period on an equal
principal amount of Bonds at the Bond Rate.

"Additional Obligations™" means Revenue Obligations issued pursuant to the Master Resolution.

"Annual Budget" means the annual budget of the Authority relating to the System (which shall specify all
costs, obligations, and expenses properly allocable to the System), as amended or supplemented in accordance with
established procedures of the Authority, adopted or in effect for a particular Fiscal Year.

"Authority” means Jackson Energy Authority, a Tennessee governmental entity and public corporation.

"Authority Act" means Chapter 55 of the Tennessee Private Acts of 2001, as amended.

"Balloon Date" means any Principal Maturity Date or Put Date for Balloon Obligations in a Balloon Year.

“Balloon Obligations” means any Revenue Obligations 25% or more of the original principal amount of
which (i) is due in any 12-month period or (ii) may, at the option of the holders thereof, be required to be redeemed,
prepaid, purchased directly or indirectly by the Authority, or otherwise paid in any 12-month period; provided that,
in calculating the principal amount of such Revenue Obligations due or required to be redeemed, prepaid, purchased,
or otherwise paid in any 12-month period, such principal amount shall be reduced to the extent that all or any
portion of such amount is required to be redeemed or amortized prior to such 12-month period.

“Balloon Year” means any 12-month period in which more than 25% of the original principal amount of
related Balloon Obligations mature or are subject to mandatory redemption or could, at the option of the holders
thereof, be required to be redeemed, prepaid, purchased directly or indirectly by the Authority, or otherwise paid.

"Beneficial Owner" shall have the meaning specified in Section 2.10 of the Resolution.

"Beneficiaries" means the holders of any Revenue Obligations and the parties to Contracts.

"Bond Counsel" means any firm of nationally recognized bond counsel experienced in matters relating to
tax-exempt financing retained by the Authority.
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"Bondholder" or "holder" means the registered owner or the holder of one or more Revenue Obligations.

"Bond Rate" means the rate of interest per annum payable on specified Revenue Obligations other than
Pledged Bonds.

"Bond Register" means the registration books maintained and to be maintained by the Bond Registrar.

"Bond Registrar" means any bank or trust company designated as such by the Authority with respect to any
of the Bonds. Such Bond Registrar shall perform the duties required of the Bond Registrar in the Resolution.

"Bonds" means any revenue bonds or notes authorized by and authenticated and delivered pursuant to the
Resolution.

"Book Value" means the value of the real property and the personal property comprising the System, net of
accumulated depreciation and amortization, as reflected in the most recent audited financial statements of the
System which have been prepared in accordance with generally accepted accounting principles.

The term "category" or "category of Revenues” means an objectively definable portion of Revenues related
to a particular type of service, activity or facility, including the categories of General Revenues, Released Revenues
and Special Purpose Revenues and subcategories within such categories. A "category of Revenues,” unless
otherwise determined by the Authority, includes Investment Earnings or other moneys in funds or amounts derived
from such portion of Revenues.

"Code" means the Internal Revenue Code of 1986, as amended, and any applicable regulations thereunder.

"Commitment," when used with respect to Balloon Obligations, means a binding written commitment from
a financial institution, surety, or insurance company to refinance such Balloon Obligations on or prior to any
Balloon Date thereof, including without limitation any Credit Facility for such Balloon Obligations.

"Compound Interest Bonds" means Bonds that bear interest which is calculated based on periodic
compounding, payable only at maturity or earlier redemption.

"Conditional Redemption™ means an optional redemption described in Section 3.05 of the Resolution.

"Conduit Bonds" means bonds, notes or other obligations issued by a Conduit Issuer to provide proceeds to
be loaned by the Conduit Issuer to the Authority pursuant to a Loan Agreement.

"Conduit Issuer" means a governmental entity or instrumentality of any governmental entity that issues
Conduit Bonds at the request of the Authority.

"Consulting Engineer" means (i) an engineering firm or individual engineer employed by the Authority
with substantial experience in advising utilities similar to the System operated by the Authority as to the
construction and maintenance of the System and in the projection of relative costs of expansion in the System or (ii)
an engineer or engineers who are employees of the Authority whose reports or projections are certified by a
Financial Adviser.

"Contracts" means all Credit Facility Agreements, including any related Reimbursement Obligations, all
agreements with respect to Reserve Account Credit Facilities, including any related Reimbursement Obligations and
all Qualified Hedge Agreements.

"Contract Payments Account" means the Contract Payments Account within the Sinking Fund established
in Article V.

"Costs," with respect to any Project, means the total cost, paid or incurred, to study, plan, design, finance,
acquire, construct, reconstruct, install or otherwise implement the Project, including improvements to another
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Project, and shall include, but shall not be limited to, the following costs and expenses relating to such Project and
the reimbursement to the Authority for any such items previously paid by the Authority:

(i the cost of all lands, real or personal properties, rights, easements and franchises
acquired,;

(ii) the cost of all financing charges and interest prior to, during construction and after;

(iii) the cost of the acquisition, construction, reconstruction, implementation or installation of
any Project;

(iv) the cost of engineering, architectural, planning, development, and supervisory services,
fiscal agents' and legal expenses, plans and specifications, and other expenses necessary or incident to
determining the feasibility or practicability of any Project, administrative expenses, and such other
expenses as may be necessary or incident to any financing with proceeds of Revenue Obligations;

(V) the cost of placing any Project in operation;

(vi) the cost of condemnation of property necessary for construction implementation and
operation;

(vii) the costs of issuing any Revenue Obligations to finance or to refinance any Project;

(viii)  any other costs which may be incident to any Project prior to completion and
implementation; and

(ix) interest on the Revenue Obligations during the construction and installation of any
Project and for up to six (6) months thereafter; and

(x) any other costs permitted by the Authority Act.

"Credit Facility" means any letter of credit, insurance policy, guaranty, surety bond, standby bond purchase
agreement, line of credit, revolving credit agreement, or similar obligation, arrangement, or instrument issued by a
bank, insurance company, or any entity that is used by the Authority to perform one or more of the following tasks:
(i) enhancing the Authority's credit by assuring owners of any of the Revenue Obligations that principal of and
interest on such Revenue Obligations will be paid promptly when due; (ii) providing liquidity for the owners of
Revenue Obligations through undertaking to cause Revenue Obligations to be bought from the owners thereof when
submitted pursuant to an arrangement prescribed by a Supplemental Resolution; or (iii) remarketing any Revenue
Obligations so submitted to the Credit Issuer (whether or not the same Credit Issuer is remarketing the Revenue
Obligations). The term Credit Facility shall not include a Reserve Account Credit Facility.

"Credit Facility Agreement” means an agreement between the Authority and a Credit Issuer pursuant to
which the Credit Issuer issues a Credit Facility and may include a related Reimbursement Obligation. The term
Credit Facility Agreement shall not include an agreement with respect to a Reserve Account Credit Facility.

"Credit Issuer" means any issuer of a Credit Facility then in effect for all or part of the Revenue
Obligations. The term Credit Issuer shall not include any Reserve Account Credit Facility Provider. Whenever in
the Resolution the consent of the Credit Issuer is required, such consent shall only be required from the Credit Issuer
whose Credit Facility is issued with respect to the Revenue Obligations for which the consent is required.

"Current Interest Bonds" means those Bonds which are not Compound Interest Bonds.
"Debt Service Requirement" means the total principal and interest coming due, whether at maturity or upon

mandatory redemption (less any amount of interest that is capitalized and payable with the proceeds of debt on
deposit with the Authority or the Trustee), in any specified period, provided:
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(M If any Revenue Obligations Outstanding or proposed to be issued shall bear interest at a
Variable Rate, including Hedged Obligations if the interest thereon calculated as set forth below is
expected to vary and Revenue Obligations secured by a Credit Facility if the interest thereon calculated as
set forth below is expected to vary, the interest coming due in any specified future period shall be
determined as if the Variable Rate in effect at all times during such future period equaled, at the option of
the Authority either (1) the average of the actual Variable Rates which were in effect (weighted according
to the length of the period during which each such Variable Rate was in effect) for the most recent 12-
month period immediately preceding the date of calculation for which such information is available (or
shorter period if such information is not available for a 12-month period), or (2) the current average annual
fixed rate of interest on securities of similar quality having a similar maturity date as certified by a
Financial Adviser.

(i) If any Compound Interest Bonds are Outstanding or proposed to be issued, the total
principal and interest coming due in any specified period shall be determined in accordance with the
Supplemental Resolution of the Authority authorizing such Compound Interest Bonds.

(iii) With respect to any Revenue Obligations secured by a Credit Facility, the Debt Service
Requirement therefor shall include (1) any commission or commitment fee obligations with respect to such
Credit Facility, (2) the outstanding amount of any Reimbursement Obligation and interest thereon, (3) any
Additional Interest owed on Pledged Bonds, and (4) any remarketing agent fees; provided if (a) the Credit
Facility requires the Credit Issuer to make all interest payments on the Revenue Obligations, (b) the
Reimbursement Obligation provides for payments by the Authority or the Credit Issuer based on levels of,
or changes or differences in, interest rates, currency exchange rates, or stock or other indices, and (c) the
Credit Issuer, upon the execution of the Credit Facility Agreement, would qualify as a Qualified Hedge
Provider if the Credit Facility Agreement were to be construed as a Hedge Agreement and the related
Revenue Obligations as Hedged Obligations, then interest on such Revenue Obligations shall be calculated
by adding (x) the amount of interest payable on such Revenue Obligations pursuant to their terms and (y)
the amount of payments for interest to be made by the Authority under the Credit Facility Agreement, and
subtracting (z) the amounts payable by the Credit Issuer to the Authority or as interest on such Revenue
Obligations as specified in the Credit Facility Agreement; but only to the extent the Credit Issuer is not in
default under the Credit Facility and if such default has occurred and is continuing, interest on such
Revenue Obligations shall be calculated as if there were no Credit Facility. In determining the amounts
described in this paragraph for any future period, the Authority (A) may assume that any Credit Facility
presently in effect will remain in effect even if such Credit Facility has an expiration date prior to the
maturity of the related Revenue Obligations and (B) may assume that the current payments relating to the
Credit Facility will remain in effect or may estimate such payments in the future provided that the
Authority obtains a certificate from a Financial Adviser that such estimates are reasonable.

(iv) With respect to any Hedged Obligations, the interest on such Hedged Obligations during
any Hedge Period and for so long as the provider of the related Hedge Agreement has not defaulted on its
payment obligations thereunder shall be calculated by adding (x) the amount of interest payable by the
Authority on such Hedged Obligations pursuant to their terms and (y) the amount of Hedge Payments
payable by the Authority under the related Hedge Agreement and subtracting (z) the amount of Hedge
Receipts payable by the provider of the related Hedge Agreement at the rate specified in the related Hedge
Agreement; provided, however, that to the extent that the provider of any Hedge Agreement is in default
thereunder, the amount of interest payable by the Authority on the related Hedged Obligations shall be the
interest calculated as if such Hedge Agreement had not been executed. In determining the amount of
Hedge Payments or Hedge Receipts that are not fixed throughout the Hedge Period (i.e., which are
variable), payable or receivable for any future period, such Hedge Payments or Hedge Receipts for any
period of calculation (the "Determination Period™) shall be computed by assuming that the variables
comprising the calculation (e.g., indices) applicable to the Determination Period are equal to the average of
the actual variables which were in effect (weighted according to the length of the period during which each
such variable was in effect) for the most recent 12-month period immediately preceding the date of
calculation for which such information is available (or shorter period if such information is not available
for a 12-month period).
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(v) For the purpose of calculating the Debt Service Requirement on Balloon Obligations (1)
which are subject to a Commitment or (2) which do not have a Balloon Year commencing within 12
months from the date of calculation or (3) which are issued in anticipation of the issuance of Bonds that are
not Balloon Obligations, at the option of the Authority, the actual principal and interest on such Balloon
Obligations shall be included in the Debt Service Requirement, subject to the other assumptions contained
herein, or such Balloon Obligations shall be assumed to be amortized in substantially equal annual amounts
to be paid for principal and interest over an assumed amortization period of 20 years at an assumed interest
rate (which shall be the interest rate certified by a Financial Adviser to be the interest rate at which the
Authority could reasonably expect to borrow the same amount by issuing Bonds with the same priority of
lien as such Balloon Obligations and with a 20-year term); provided, however, that if the maturity of such
Balloon Obligations (taking into account the term of any Commitment) is in excess of 20 years from the
date of issuance, then such Balloon Obligations shall be assumed to be amortized in substantially equal
annual amounts to be paid for principal and interest over an assumed amortization period of years equal to
the number of years from the date of issuance of such Balloon Obligations to maturity (including the
Commitment) and at the interest rate applicable to such Balloon Obligations. For the purpose of
calculating the Debt Service Requirement on Balloon Obligations not described in the preceding sentence,
the principal payable on such Bonds during the Balloon Year shall be calculated as if paid on the Balloon
Date.

(vi) The principal of and interest on Revenue Obligations, amounts for interest under a Credit
Facility and Hedge Payments shall be excluded from the determination of Debt Service Requirement to the
extent that the same were or are expected to be paid with amounts on deposit on the date of calculation (or
proceeds of Revenue Obligations to be deposited on the date of issuance of proposed Revenue Obligations)
in a fund under the Resolution.

(vii) With respect to a Revenue Obligation that is a Loan Agreement, the Debt Service
Requirement shall be calculated in a manner consistent with the calculation of the Debt Service
Requirement on other Revenue Obligations and shall include payments under the Loan Agreement which
consist of principal, interest, payments made in connection with a Hedge Agreement entered into by a
Conduit Issuer in connection with the Conduit Bonds, fees and expenses of any letter of credit, insurance
policy, guaranty, surety bond, standby bond purchase agreement, line of credit, revolving credit agreement,
remarketing agreement, legal fees and expenses, trustee fees, fees and expenses of the Conduit Issuer, fees
and expenses of any administration, rating agency fees, rebate and similar obligations of the Conduit Issuer
with respect to the Conduit Bonds, but excluding any Termination Payments to be made in connection with
a Hedge Agreement entered into by a Conduit Issuer.

"Debt Service Reserve Account"” means the Debt Service Reserve Account within the Sinking Fund

established in Article IV.

"Debt Service Reserve Requirement” means an amount determined from time to time by the Authority as a

reasonable reserve, if any, for the payment of principal of and interest on Revenue Obligations for which a
subaccount in the Debt Service Reserve Account is created or added to pursuant to a Supplemental Resolution.

"Defeasance Obligations” means Government Obligations and such other investments that are from time to

time permitted by applicable law to be used by the Authority to provide for the payment of Revenue Obligations in
connection with the refunding of such Revenue Obligations.

"Depository"” means any depository of a fund established under the Resolution selected in the discretion of

the Authority.

"DTC" means The Depository Trust Company, New York, New York, or its nominee, or its successors and

assigns, or any other depository performing similar functions under the Resolution.

"Event of Default" means any of the events defined as such in Article VII.
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"Financial Adviser" means an investment banking or financial advisory firm, commercial bank, or any
other Person who or which is retained by the Authority for the purpose of passing on questions relating to the
availability and terms of specified types of Revenue Obligations or the financial condition or operation of the
System and is actively engaged in and, in the good faith opinion of the Authority, has a favorable reputation for skill
and experience in providing financial advisory services of the type with respect to which the Financial Adviser has
been retained.

"Finance Officer" means the Chief Financial Officer of the Authority or such other official that serves as
the chief financial officer of the Authority.

"Fiscal Year" means the 12-month period used by the Authority for its general accounting purposes, as it
may be changed from time to time; currently, July 1 to the following June 30.

"Fitch" means Fitch Ratings, a subsidiary, or, if entity is dissolved or liquidated or otherwise ceases to
perform securities rating services, such other nationally recognized securities rating agency as may be designated in
writing by the Authority.

"Forecast Period" means a period beginning with the first Fiscal Year beginning after the later of (i) the
Fiscal Year in which any proposed Additional Obligations are to be issued or (ii) the Fiscal Year in which any
Project to be financed with the proceeds of any proposed Additional Obligations is, in the judgment of the
Authority, expected to be completed and ending on the last day of the fifth (5th) Fiscal Year thereafter.

"General Revenue Account™ means the General Revenue Account within the Revenue Fund established in
Article IV.

"General Revenue Obligations" means Revenue Obligations secured by a Senior Lien on General
Revenues.

"General Revenue Facilities" means the System, but not including all Special Purpose Facilities and
Released Revenue Facilities.

"General Revenues™" means all Revenues other than Released Revenues and Special Revenues.
"Governing Body" means the Board of Directors of the Authority.

"Government Obligations" means (i) direct obligations of the United States of America for the full and
timely payment of which the full faith and credit of the United States of America is pledged or (ii) obligations issued
by a person controlled or supervised by and acting as an instrumentality of the United States of America, the full and
timely payment of the principal of and the interest on which is fully and unconditionally guaranteed as a full faith
and credit obligation of the United States of America (including any securities described in (i) or (ii) issued or held
in book-entry form on the books of the Department of the Treasury of the United States of America), which
obligations, in either case, (y) are not subject to redemption or prepayment prior to maturity except at the option of
the holder of such obligations and (z) may include U.S. Treasury Trust Receipts.

"Hedge Agreement” means, without limitation, (i) any contract known as or referred to or which performs
the function of an interest rate swap agreement, currency swap agreement, forward payment conversion agreement,
or futures contract; (ii) any contract providing for payments based on levels of, or changes or differences in, interest
rates, currency exchange rates, or stock or other indices; (iii) any contract to exchange cash flows or payments or
series of payments; (iv) any type of contract called, or designed to perform the function of, interest rate floors,
collars, or caps, options, puts, or calls, to hedge or minimize any type of financial risk, including, without limitation,
payment, currency, rate, or other financial risk; and (v) any other type of contract or arrangement that the Authority
determines is to be used, or is intended to be used, to manage or reduce the cost of any Revenue Obligations, to
convert any element of any Revenue Obligations from one form to another, to maximize or increase investment
return, to minimize investment return risk, or to protect against any type of financial risk or uncertainty.
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"Hedged Obligations" means any Revenue Obligations for which the Authority shall have entered into a
Qualified Hedge Agreement.

"Hedge Payments" means amounts payable by the Authority pursuant to any Hedge Agreement, other than
Termination Payments, fees, expenses, and indemnity payments.

"Hedge Payments Account” means the Hedge Payments Account within the Sinking Fund established in
Acrticle V.

"Hedge Period" means the period during which a Hedge Agreement is in effect.

"Hedge Receipts" means amounts payable by any provider of a Hedge Agreement pursuant to such Hedge
Agreement, other than Termination Payments, fees, expenses, and indemnity payments.

"Independent Certified Public Accountant" means a certified public accountant, or a firm of certified public
accountants, who or which are "independent” as that term is defined in Rule 101 and related interpretations of the
Code of Professional Ethics of the American Institute of Certified Public Accountants, of recognized standing, who
or which does not devote their full time to the Authority (but who or which may be regularly retained by the
Authority).

"Interest Payment Date" means each date on which interest is to become due on any Revenue Obligations,
as established in the Supplemental Resolution for such Revenue Obligations.

"Interest Account" means the Interest Account within the Sinking Fund established in Article 1V.

"Investment Earnings" means all interest received on and profits derived from investments made with
Revenues or any other moneys in the funds and accounts established under Article IV or Article XII of the Master
Resolution.

"Letter of Representations" means a Blanket Issuer Letter of Representations, between the Authority and
DTC.

“Loan Agreement” means any agreement or contract entered into by the Authority whereby another
governmental entity or instrumentality of a governmental entity agrees to advance funds to the Authority and the
Authority agrees to repay those funds with interest and all costs associated with the Loan Agreement and any bonds,
notes or other obligations issued to fund the Loan Agreement.

"Master Resolution” means this Master Resolution adopted on November 21, 2002 by the Authority.

"Moody's" means Moody's Investors Service, Inc. or, if such corporation is dissolved or liquidated or
otherwise ceases to perform securities rating services, such other nationally recognized securities rating agency as
may be designated in writing by the Authority.

"Net General Revenues" means Net Revenues that are General Revenues.
"Net Revenues" means, for each category of Revenues, Revenues net of related Operating Expenses.

"Operating Expenses” means and shall include but not be limited to, expenses for ordinary repairs,
removals and replacements of the System, salaries and wages, employees' health, hospitalization, pension and
retirement expenses, fees for services, materials and supplies, rents, administrative and general expenses (including
legal, engineering, accounting and financial advisory fees and expenses and costs of other consulting or technical
services not funded with proceeds of Revenue Obligations), insurance expenses, taxes and other governmental
charges, the imposition or amount of which is not subject to control of the Authority, any payments made by the
Authority during any fiscal year to purchase Wastewater for distribution and sale during or after the end of that
fiscal year, and other payments made under any Wastewater supply contract or commodity swap or other hedging
mechanism, and any principal or interest payments made by the Authority during any fiscal year on bonds, notes or
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other obligations, including loan agreements, issued or entered into for the purpose of financing the purchase of
Wastewater, and to the extent so provided by the resolution authorizing such bonds, notes or obligations and to the
extent not inconsistent with generally accepted accounting principles. Operating Expenses do not include
depreciation or obsolescence charges or reserves therefore, amortization of intangibles or other bookkeeping entries
of a similar nature, on Revenue Obligations or Contracts of the Authority, on behalf of the Authority, payable from
Net Revenues of the System, costs or charges made therefor, capital additions, replacements, betterments, extensions
or improvements to or retirement from the System which under generally accepted accounting principles are
properly chargeable to the capital account or the reserve for depreciation, and do not include losses from the sale,
abandonment, reclassification, revaluation or other disposition of any properties of the System, nor such property
items, including taxes and fuels, which are capitalized pursuant to the then existing accounting practices of the
Authority or expenses of an Acquired System if revenues of the Acquired System are not included in Revenues at
the election of the Authority.

"Other System Obligations" means obligations of any kind, including but not limited to, revenue bonds,
capital leases, Hedge Agreements which are not Qualified Hedge Agreements, installment purchase agreements, or
notes (but excluding Revenue Obligations and Contracts), incurred or issued by the Authority to finance or refinance
the cost of acquiring, constructing, reconstructing, improving, bettering, or extending any part of the System or any
other cost relating to the System, which do not have a lien on any category of Revenues.

"Outstanding™ means, when used in reference to the Revenue Obligations, all Revenue Obligations that
have been duly authenticated and/or delivered under the Resolution, with the exception of (a) Revenue Obligations
in lieu of which other Revenue Obligations have been issued under agreement to replace lost, mutilated, stolen, or
destroyed obligations, (b) Bonds surrendered by the owners in exchange for other Bonds under the Supplemental
Resolution, and (c) Revenue Obligations for the payment of which provision has been made in accordance with
Article IX. In determining the amount of Compound Interest Bonds Outstanding under the Resolution, the Accreted
Value of such Compound Interest Bonds at the time of determination shall be used.

The term "parity" or "parity secured" when applied to two or more series of Revenue Obligations means
each such Revenue Obligation has a lien of equal rank on the same category of Revenues.

"Paying Agent" shall mean the paying agent with respect to any Revenue Obligations issued hereunder.

"Permitted Investments" means obligations selected by the Authority in which the Authority is permitted to
invest moneys pursuant to applicable law.

"Person™ or "person" means any individual, corporation, partnership, limited liability company, joint
venture, association, joint stock company, trust, unincorporated organization, body, government, or agency or
political subdivision thereof.

"Pledged Bond" means any Revenue Obligation purchased and held by a Credit Issuer pursuant to a Credit
Facility Agreement. A Revenue Obligation shall be deemed a Pledged Bond only for the actual period during which
such Revenue Obligation is owned by a Credit Issuer pursuant to a Credit Facility Agreement.

"Pledged Bond Rate" means the rate of interest payable on Pledged Bonds, as may be provided in a Credit
Facility or Credit Facility Agreement.

"Pledged Revenues” means all Net Revenues and all moneys paid or required to be paid into, and all
moneys and securities on deposit from time to time in, the funds and accounts specified in the Resolution, but
excluding (i) amounts in the Revenue Fund required to be used to pay Operating Expenses and (ii) any amounts
required in the Resolution to be set aside pending, or used for, rebate to the United States government pursuant to
Section 148(f) of the Code, including, but not limited to, amounts in the Rebate Fund.

"President and CEO" means the President of the Authority.
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The term "principal™ means the principal amount of any Revenue Obligations and includes the Accreted
Value of any Compound Interest Bonds. All references to principal shall be construed as if they were also
references to Accreted Value with respect to Compound Interest Bonds.

"Principal Maturity Date” means each date on which principal is to become due on any Revenue
Obligations, by maturity or mandatory sinking fund redemption, as established in the Supplemental Resolution for
such Revenue Obligations.

"Principal Account” means the Principal Account within the Sinking Fund established in Article 1V.

"Project” means the construction of improvements and extensions to and the equipping of improvements to
the System, in whole or in part, and the acquisition of all property, real and personal, related thereto, with the
proceeds of any Revenue Obligations.

"Project Fund" means the Authority's System Project Fund established in Article V.

"Put Date" means any date on which a holder may elect to have Balloon Obligations redeemed, prepaid,
purchased directly or indirectly by the Authority, or otherwise paid.

"Qualified Hedge Agreement” means any Hedge Agreement with a Qualified Hedge Provider.

"Qualified Hedge Provider" means an entity whose senior unsecured long term obligations, financial
program rating, counterparty rating, or claims paying ability, or whose payment obligations under the related Hedge
Agreement are absolutely and unconditionally guaranteed or insured or collateralized by an entity whose senior
unsecured long term obligations, financial program rating, counterparty rating, or claims paying ability, are rated
either (i) at least as high as the second highest Rating category of each Rating Agency (ignoring any gradations
within a Rating category), but, if there is no Credit Facility with respect to the related Hedged Obligations, in no
event lower than any Rating on the related Hedged Obligations at the time of execution of the Hedge Agreement, or
(i) in any such lower Rating categories which each Rating Agency indicates in writing to the Authority will not, by
itself, result in a reduction or withdrawal of its Rating on the related Hedged Obligations that is in effect prior to
entering into the Hedge Agreement. An entity's status as a "Qualified Hedge Provider" is determined only at the
time the Authority enters into a Hedge Agreement with such entity and will not be redetermined with respect to that
Hedge Agreement.

"Rating" means a rating in one of the categories by a Rating Agency, disregarding pluses, minuses, and
numerical gradations.

"Rating Agencies" or "Rating Agency" means Fitch, Moody's, and Standard & Poor's or any successors
thereto and any other nationally recognized credit rating agency then maintaining a rating on any Revenue
Obligations at the request of the Authority. If at any time a particular Rating Agency does not have a rating
outstanding with respect to the relevant Revenue Obligations, then a reference to Rating Agency or Rating Agencies
shall not include such Rating Agency.

"Rebate Fund" means the Rebate Fund, established in Article IV.
"Record Date" shall mean the 15" day of the calendar month next preceding any Interest Payment Date.

"Reimbursement Obligation" means the obligation of the Authority to directly reimburse any Credit Issuer
for amounts paid by such Credit Issuer under a Credit Facility, whether or not such obligation to so reimburse is
evidenced by a promissory note or other similar instrument. The term Reimbursement Obligation includes
obligations pursuant to a Credit Facility Agreement either to make payments for interest based on levels of, or
changes or differences in, interest rates, currency exchange rates, or stock or other indices, in return for the Credit
Issuer's fixed obligations under the Credit Facility or to make fixed payments for interest in return for the Credit
Issuer's payments based on such variables.
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The term "related" means, when used to refer to Revenue Obligations, subaccounts, category of Revenues
or liens, the item modified by such term has a definite relationship to the subject as described in the Resolution. The
term "related" means, when used to refer to Operating Expenses, (i) for Released Revenue Obligations or Released
Revenues, Operating Expenses with respect to Released Revenue Facilities, (ii) for Special Purpose Revenue
Obligations or Special Purpose Revenues, Operating Expenses with respect to Special Purpose Facilities, and (iii)
for General Revenue Obligations or General Revenues, all Operating Expenses of the System less Operating
Expenses with respect to Related Revenue Facilities and Special Purpose Facilities.

"Released Revenue Account” means the Released Revenue Account within the Revenue Fund established
in Article V.

"Released Revenue Facilities" means the portion of the System with respect to which Released Revenues
arise or from which they are generated.

"Released Revenue Obligations" means Revenue Obligations secured by a Senior Lien on one or more
categories of Released Revenues.

"Released Revenues" means particular categories of Revenues which would otherwise be General
Revenues but have been identified in accordance with the Resolution and therefore do not constitute a part of
General Revenues, until the Authority has acted to include such categories of Revenues within General Revenues.

"Renewal and Extension Fund" means any System Renewal and Extension Fund established pursuant to
Article IV.

"Reserve Account Credit Facility” means any letter of credit, insurance policy, line of credit, surety bond,
or similar obligation, arrangement or instrument issued by a bank, insurance company, or other financial institution,
together with any substitute or replacement therefor, if any, complying with the provisions of the Resolution,
thereby fulfilling all or a portion of a Debt Service Reserve Requirement, if any.

"Reserve Account Credit Facility Provider" means any provider of a Reserve Account Credit Facility.

"Resolution" means the Resolution as it may from time to time be modified, supplemented, or amended by
Supplemental Resolutions.

"Revenue Fund" means the Revenue Fund established in Article V.

"Revenue Obligations” means any revenue bonds, notes or other obligations authorized by and
authenticated and delivered or any loan agreement executed and delivered pursuant to the Resolution.

"Revenues" means (i) all revenues, rentals, income, receipts, accounts receivable and money derived from
the ownership and operation of the System, received by the Authority, Investment Earnings and all other income
earned and accreted from, and deferred gain from, securities and other investments and amounts earned on amounts
deposited in funds and accounts under the Resolution or otherwise maintained with respect to the System, computed
in accordance with generally accepted accounting principles (excluding any investment earnings from construction
or improvement funds created for the deposit of Revenue Obligation proceeds pending use, to the extent such
income is applied to the purposes for which the Revenue Obligations were issued, and funds created to refund any
outstanding obligations payable from Revenues of the System), and (ii) all gifts, grants, reimbursements or
payments received from governmental units or public agencies for the benefit of the System which are (y) not
restricted by law or the payor to application for a particular purpose and (z) otherwise lawfully available for
payment of Revenue Obligations or Contracts. The term "Revenues™ also does not include proceeds of insurance so
long as such proceeds are to be paid to a party separate from the Authority, in respect of a liability or are to be used
to repair or replace portions of the System and extraordinary gains from the sale of assets or similar one-time
sources of income.

"Senior Lien" means a lien on one or more categories of Revenues that entitles the Beneficiaries of such
lien to have a claim on such Revenues prior to any other Person and ahead of the use of such Revenues for any

A-10



purpose other than payment of Operating Expenses; provided one or more series of Revenue Obligations, Contracts
and related Beneficiaries may have parity Senior Liens on the same categories of Revenues pursuant to the terms of
the Resolution.

"Senior Lien Revenue Obligations” means General Revenue Obligations and Released Revenue
Obligations but not Subordinate Lien Obligations provided "Senior Lien Obligations” also includes Additional
Senior Lien Obligations issued in compliance with Section 5.02 of the Master Resolution and obligations secured by
a Senior Lien pursuant to Section 5.02(c) of the Master Resolution.

"Sinking Fund" means the Sinking Fund established in Article V.

"Special Purpose Facilities" means facilities which (i) will not result, upon completion or acquisition, in a
material reduction in Net General Revenues in the judgment of the Board of the Authority, (ii) will not be of such a
type or design that the subsequent closing thereof will materially impair the general operations of the System and
(iii) the Authority has designated in a Supplemental Resolution, as "Special Purpose Facilities" and may include an
Acquired System.

"Special Purpose Revenue Account" means the Special Purpose Revenue Account within the Revenue
Fund established in Article IV.

"Special Purpose Revenue Obligations" means Obligations secured by a Senior Lien on Special Purpose
Revenues.

"Special Purpose Revenues" means Revenues arising from or generated by one or more Special Purpose
Facilities. At the election of the Authority, Special Purpose Revenues shall include all fees, notes, rates, charges and
income received from an Acquired System.

"Standard and Poor's" or "S&P" means Standard & Poor's Ratings Services, a division of The McGraw-Hill
Companies, Inc., or, if such corporation is dissolved or liquidated or otherwise ceases to perform securities rating
services, such other nationally recognized securities rating agency as may be designated in writing by the Authority.

""State" means the State of Tennessee.
"Subordinate Lien" means a lien on one or more categories of Revenues which is not a Senior Lien.

"Subordinate Lien Obligations" means Revenue Obligations which only have a Subordinate Lien and
obligations secured by a Subordinate Lien pursuant to Section 5.03(g) of the Master Resolution.

"Supplemental Resolution™ means a resolution supplemental to the Master Resolution (which itself may be
supplemented by one or more resolutions) to be adopted prior to and authorizing the issuance and delivery of any
series of Revenue Obligations. Such a resolution as supplemented shall establish or shall establish a method or
procedure for establishing the date or dates of the pertinent series of Revenue Obligations, the schedule of maturities
of such Revenue Obligations, whether any such Revenue Obligations will be Compound Interest Bonds, the rate or
rates of interest to be borne thereby (or a range thereof), whether fixed or variable, the interest payment dates for
such Revenue Obligations, the terms and conditions, if any, under which such Revenue Obligations may be made
subject to redemption (mandatory or optional) prior to maturity, the form of such Revenue Obligations, the liens
relating to such Revenue Obligations, the Contracts, if any, relating to such Revenue Obligations, and such other
details as the Authority may determine.

"System” means the complete Wastewater system and facilities of the Authority, including, without
limitation, all Wastewater treatment plants, pumping stations, tanks and distribution facilities of the Authority,
together with all Wastewater system properties of every nature hereafter owned by the Authority, including all
improvements and extensions made by the Authority while the Revenue Obligations remain outstanding, and
including all real and personal property of every nature comprising part of or used or useful in connection with the
Wastewater system, all administrative and operational support facilities, and including all appurtenances, contracts,
leases, franchises and other intangibles; provided, however, at the election of the Authority, an Acquired System
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may be included within the System as defined herein and become a part thereof or, at the election of the Authority,
not become a part of the System but be operated as a separate and independent system by the Authority with the
continuing right, upon the election of the Authority, to incorporate such separately Acquired System within the
System.

"Tax-Exempt Bonds" means any Revenue Obligations the interest on which has been determined, in an
unqualified opinion of Bond Counsel, to be excludable from the gross income of the owners thereof for federal
income tax purposes.

"Termination Payments” means an amount payable by the Authority or a Qualified Hedge Provider upon
termination of a Hedge Agreement and similar payments made by a Conduit Issuer under a Loan Agreement.

"Trustee" means a bank or trust company designated as such by the Authority with respect to the Revenue
Obligations issued hereunder. Such Trustee shall perform the duties required of the Trustee in the Resolution and
any Supplemental Resolution authorizing Revenue Obligations.

"U.S. Treasury Trust Receipts" means receipts or certificates which evidence an undivided ownership
interest in the right to the payment of portions of the principal of or interest on obligations described in clauses (i) or
(if) of the term Government Obligations, provided that such obligations are held by a bank or trust company
organized under the laws of the United States acting as custodian of such obligations, in a special account separate
from the general assets of such custodian.

“Variable Rate” means a rate of interest applicable to the Revenue Obligations, other than a fixed rate of
interest which applies to a particular maturity of Revenue Obligations so long as that maturity of Revenue
Obligations remains Outstanding.

PLEDGED REVENUES AND FLOW OF FUNDS
Pledge of Revenues; Limited Obligations; Contract Liens

(@) All Pledged Revenues shall be and are hereby pledged to the prompt payment of the principal of,
premium, if any, and interest on the Revenue Obligations, obligations treated as Senior Lien Revenue Obligations or
Subordinate Lien Obligations pursuant to the Resolution and the obligations under the Contracts; provided:

Q) General Revenues shall secure only (A) General Revenue Obligations, (B) Subordinate
Lien Obligations which have a lien on General Revenues, and (C) any Contracts with respect to such
General Revenue Obligations;

2 Released Revenues shall secure only (A) the related Released Revenue Obligations, (B)
Subordinate Lien Obligations which have a lien on any related Released Revenues, (C) any Contracts with
respect to such Released Revenue Obligations, and (D) separate agreements pursuant to Section 5.05 of the
Resolution;

?3) Special Purpose Revenues shall secure only (A) the related Special Purpose Revenue
Obligations, (B) Subordinate Lien Obligations which have a lien on any related Special Purpose Revenues,
and (C) any Contracts with respect to such Special Purpose Revenue Obligations; and

4 A Contract may have a Senior Lien or a Subordinate Lien on a related category of
Revenues, or no lien at all on Revenues, but (A) no Contract shall have a lien on Revenues that is senior to
the lien on the category of Revenues securing the Revenue Obligations related to the Contract, and (B) the
lien of the Contract shall be on parity with the lien of the related Revenue Obligations only to the extent of
the payment of principal of, premium, if any, and interest on such Revenue Obligations is made through
such Contract as evidenced by Reimbursement Obligations or through a Qualified Hedge; provided other
amounts due on a Contract may be secured by a lien ranking immediately thereafter with the effect set forth
in the Resolution. The provisions of this clause (4) shall not apply to Termination Payments.
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(5) A Termination Payment may have a Subordinate Lien on a related category of Revenues
or no lien at all on Revenues, but no Termination Payment shall have a lien on Revenues that is senior to
the lien on the category of Revenues securing the Revenue Obligations related to the Termination Payment.

Pledged Revenues shall immediately be subject to the lien of this pledge for the benefit of the Beneficiaries
without any physical delivery thereof or further act, and the lien of this pledge shall be valid and binding against the
Authority and against all other persons having claims against the Authority, whether such claims shall have arisen in
tort, contract, or otherwise, and regardless of whether such persons have notice of the lien of this pledge. This
pledge shall rank superior to all other pledges which may hereafter be made of any Pledged Revenues. The lien of
this pledge does not secure any obligation of the Authority other than the Revenue Obligations, obligations treated
as Senior Lien Revenue Obligations or Subordinate Lien Obligations pursuant to the Resolution and the Contracts.

(b) The Revenue Obligations and related Contracts shall be limited obligations of the Authority as
provided therein payable solely from the particular Revenues pledged thereto. The Revenue Obligations and the
interest thereon and related Contracts shall not constitute a debt of any municipality, the State, or any political
subdivision thereof other than the Authority and shall not constitute an indebtedness within the meaning of any
constitutional or statutory provision whatsoever. The Authority has no authority to levy any taxes to pay the
Revenue Obligations or the Contracts. Neither the members of the Governing Body nor any person executing the
Revenue Obligations shall be liable personally on the Revenue Obligations by reason of the issuance thereof or on
the Contracts by reason of the execution thereof.

(© Other System Obligations (other than obligations treated as Senior Lien Revenue Obligations or
Subordinate Lien Obligations pursuant to the Resolution) are not secured by a lien on any category of Revenues, but
such obligations, prior to an Event of Default, may be paid from Revenues as described in the Resolution.

Funds, Accounts and Subaccounts

The following funds, accounts, and subaccounts are established in the Resolution, and the moneys deposited in such
funds, accounts, and subaccounts shall be held in trust for the purposes set forth in the Resolution:

(a) Wastewater System Revenue Fund, to be held by the Authority, and within the Revenue Fund:
(1) General Revenue Account.
2) Released Revenue Account.
?3) Special Purpose Revenue Account.

(b) Wastewater System Sinking Fund, to be held by the Authority, and within the Sinking Fund:

Q) Interest Account, with further subaccounts therein for each series of Revenue
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue
Obligations if all such series of Revenue Obligations share exactly the same lien status on the
same categories of Revenues.

(2) Hedge Payments Account, with further subaccounts therein for each series of Revenue
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue
Obligations if all such series share exactly the same lien status on the same categories of Revenues
and are secured in parity by the same or identical Qualified Hedge Agreements with the same
provider.

3) Contract Payments Account, with further subaccounts therein for each series of Revenue
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue
Obligations if all such series of Revenue Obligations share exactly the same lien status on the
same categories of Revenues and are secured in parity by the same or identical Contracts with the
same provider.
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4) Principal Account, with further subaccounts therein for each series of Revenue
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue
Obligations if all such series of Revenue Obligations share exactly the same lien status on the
same categories of Revenues.

(5) Loan Repayment Account, with further subaccounts therein for each series of Revenue
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue
Obligations if all such series of Revenue Obligations share exactly the same lien status on the
same category of Revenues.

(6) Debt Service Reserve Account, with a subaccount for each series of Revenue Obligations
which has a Debt Service Reserve Requirement; provided a subaccount therein may be utilized for
more than one series of Revenue Obligations if all such series of Revenue Obligations are
specified in the related Supplemental Resolutions to share a pledge of such account and have a
combined Debt Service Reserve Requirement.

(7 Termination Payment Account, with further subaccounts therein for each series of
Revenue Obligations; provided a subaccount therein may be utilized for more than one
Termination Payment if all such Termination Payments share exactly the same lien status on the
same category of Revenues and are secured on parity by the same or identical Qualified Hedge
Agreements with the same provider.

(c)  Wastewater System Renewal and Extension Fund, if one is created by the Authority, to be held by
the Authority.

(d)  Wastewater System Rebate Fund, to be held by the Authority.
()  Wastewater System Project Fund, to be held by the Authority.

Each account listed above shall be held within the fund under which it is created. Each subaccount listed
above shall be held within the account under which it is created. The Authority reserves the right, in its sole
discretion, to create additional subaccounts or to abolish any subaccounts within any account from time to time.

Revenue Fund

All Revenues shall be deposited to the Revenue Fund established hereunder from time to time as and when received.
The amounts deposited shall be immediately allocated to the account within the Revenue Fund designated therefor:
General Revenues other than Special Purpose Revenues and Released Revenues to the General Revenue Account;
Released Revenues to the Released Revenue Account; and Special Purpose Revenues to the Special Purpose
Revenue Account. Moneys in the Revenue Fund shall be applied from time to time to the following purposes and,
prior to the occurrence and continuation of an Event of Default, in the order of priority determined by the Authority,
in its sole discretion: (a) to pay Operating Expenses; (b) to deposit into the Sinking Fund the amounts required by
the Resolution and to pay to any party to a Contract the amounts due thereon, including Additional Interest,
continuing commission or commitment fees, remarketing agent fees and repayment of amounts equivalent to
principal on related Bonds; (c) to deposit into the Debt Service Reserve Account the amounts required, if any, by the
Resolution; (d) to deposit into the Rebate Fund the amounts required by the Resolution; (€) to pay any amounts
required to be paid with respect to any Other System Obligations; (f) for transfer to the Renewal and Extension
Fund, if any; and (g) for any other lawful purpose; provided the following strictures shall be applicable for purposes
of such use of funds:

(1) For Operating Expenses, (A) amounts in the Released Revenue Account shall be used only for
Operating Expenses of Released Revenue Facilities, (B) amounts in the Special Purpose Revenue
Account shall be used for Operating Expenses of Special Purpose Revenue Facilities, and (C) Operating
Expenses related to General Revenues shall be paid first from amounts in the General Revenue Account;
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(2)  For deposits to the Sinking Fund, the Debt Service Reserve Account or the Rebate Fund, (A)
amounts in the Released Revenue Account shall be used only for deposits to subaccounts relating to
Revenue Obligations which have a lien on any Released Revenues or for other purposes pursuant to the
Resolution, (B) amounts in the Special Purpose Revenue Account shall be for deposits to subaccounts
relating to Revenue Obligations having a lien on Special Purpose Revenues, and (C) deposits to
subaccounts relating to Revenue Obligations which have a lien on General Revenues shall be made first
from amounts in the General Revenue Account;

(3) For any payments on a Contract, amounts may be drawn only from the account or accounts
relating to the revenues securing the Revenue Obligations related to such Contract, only in accordance
with the strictures of (2) and, unless otherwise provided in the related Supplemental Resolution because a
Credit Facility is intended to be drawn on for payments on Revenue Obligations, only after all payments
then due with respect to the related Revenue Obligations have been made;

(4) For any payments with respect to any Other System Obligations, (A) if such Other System
Obligations relate to Released Revenue Facilities, then from the Released Revenue Account; (B) if such
Other System Obligations relate to Special Purpose Revenue Facilities, from the Special Purpose
Revenue Account, and (C) otherwise, first from the General Revenue Account;

(5) No payments may be made to a subaccount of the Sinking Fund related to Subordinate Lien
Obligations or Termination Payments unless all required payments have been made to other subaccounts
with respect to Revenue Obligations, or Contracts related to Revenue Obligations, which have a lien on a
category of Revenues ahead of or in parity with the lien of such Subordinate Lien Obligations or
Termination Payments and no payments may be made with respect to any Other System Obligations
unless all required payments have been made to each subaccount with respect to Revenue Obligations
and on all Contracts; provided if required by the terms thereof, obligations treated as Senior Lien
Revenue Obligations or Subordinate Lien Obligations pursuant to the Resolution shall be paid with the
other Senior Lien Revenue Obligations or Subordinate Lien Obligations;

(6) If at any time the amounts in any subaccount of the Sinking Fund are less than the amounts
required by the Resolution, and there are not on deposit in any Renewal and Extension Fund available
moneys sufficient to cure any such deficiency, then the Authority shall withdraw from subaccounts
related to Subordinate Lien Obligations or Termination Payments (taking such amounts first from
subaccounts related to Subordinate Lien Obligations or Termination Payments, pro rata,) and deposit in
such subaccount of the Sinking Fund, as the case may be, the amount necessary (or all the moneys in
such funds and accounts, if less than the amount required) to make up such deficiency.
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Sinking Fund

(@  General. Sufficient moneys shall be paid in periodic installments from the Revenue Fund into the
Interest Account, the Hedge Payments Account, the Principal Account, the Loan Repayment Account and the
Termination Payment Account for the purpose of paying the Revenue Obligations as they become due and payable
and for the purpose of making payments under Contracts.

(b) Interest Account. Unless otherwise provided in a Supplemental Resolution, on or before each
Interest Payment Date for a series of Revenue Obligations, the Authority shall deposit in the related subaccount of
the Interest Account an amount which, together with any other moneys already on deposit therein and available to
make such payment, is not less than the interest (excluding Additional Interest) coming due on such Revenue
Obligations on such Interest Payment Date. Moneys in the related subaccount of the Interest Account shall be used
solely to pay interest (excluding Additional Interest) on the Revenue Obligations when due or to pay
Reimbursement Obligations for Credit Facilities under which the Credit Issuer makes all interest payments on the
Revenue Obligations. The Authority shall also deposit and continue to deposit all Hedge Receipts under related
Qualified Hedge Agreements and any payments from a Credit Issuer under a Credit Facility Agreement in the
related subaccount of the Interest Account from time to time as and when received.

(c) Hedge Payments Account and Contract Payments Account. Unless otherwise provided in a
Supplemental Resolution or a Hedge Agreement, on or before each payment date for Hedge Payments under
Qualified Hedge Agreements, the Authority shall deposit in the related subaccount of the Hedge Payments Account
an amount which, together with any Hedge Receipts on deposit in the Interest Account and other moneys already on
deposit therein and available to make such payment, is not less than such Hedge Payments coming due on such
payment date. Moneys in the related subaccount of the Hedge Payments Account shall be used solely to pay Hedge
Payments under Qualified Hedge Agreements when due. Unless otherwise provided in a Supplemental Resolution
or a Contract, on or before each payment date for amounts, other than for Reimbursement Obligations, due on
Contracts other than Qualified Hedge Agreements, including Additional Interest, continuing commission or
commitment fees and remarketing fees, the Authority shall deposit in the related subaccount of the Contract
Payments Account an amount which, together with any other moneys already on deposit therein and available to
make such payment, is not less than the amount coming due on such payment date. Moneys in the related
subaccount of the Contract Payments Account shall be used solely for such payments when due.

(d)  Principal Account. Unless otherwise provided in a Supplemental Resolution, on or before each
Principal Maturity Date for a series of Revenue Obligations, the Authority shall deposit in the related subaccount of
the Principal Account an amount which, together with any other moneys already on deposit therein and available to
make such payment, is not less than the principal coming due on such Revenue Obligations on such Principal
Maturity Date. Moneys in the related subaccount of the Principal Account shall be used solely for the payment of
principal of the Revenue Obligations as the same shall become due and payable at maturity or upon redemption or to
pay Reimbursement Obligations for Credit Facilities under which the Credit Issuer makes all principal payments on
the Revenue Obligations.

(e) Loan Repayment Account. Unless otherwise provided in a Supplemental Resolution, on or before
each loan repayment date for a Loan Agreement, the Authority shall deposit in the related subaccount of the Loan
Repayment Account an amount which, together with moneys already on deposit therein and available to make such
payments is not less than all payments due under a Loan Agreement other than principal, interest and Termination
Payments. Moneys in the Loan Repayment Account shall be used solely for such payments.

()] Termination Payment Account. Unless otherwise provided in a Supplemental Resolution, on or
before each payment date for a Termination Payment, the Authority shall deposit in the related subaccount of the
Termination Payment Account an amount which, together with any Termination Payments received by the Authority
on deposit in the Termination Payment Account and other monies already deposited therein available to make such
payment, is not less than such Termination Payment becoming due on such payment date. Monies in the related
subaccount of the Termination Payment Account shall be used solely to pay Termination Payments under Qualified
Hedge Agreements when due.
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(9)  Further Payments. No further payments need be made into a subaccount of the Interest Account
or the Principal Account whenever the amount available in such subaccount of the Interest Account and the related
subaccount of the Principal Account, if added to the amount then in the related subaccount of the Debt Service
Reserve Account, if any (without taking into account any amount available to be drawn on any applicable Reserve
Account Credit Facility), is sufficient to retire all the Revenue Obligations then Outstanding and Contracts to which
such subaccounts relate and to pay all unpaid interest accrued and to accrue prior to such retirement. No moneys in
any subaccount of the Interest Account or the Principal Account shall be used or applied to the optional purchase or
redemption of or prepayment of Revenue Obligations prior to maturity unless: (i) provision shall have been made for
the payment of all of the Revenue Obligations to which such subaccount relates and all other Revenue Obligations
having a parity or higher ranking lien on any category of Revenues securing such Revenue Obligations; or (ii) the
Revenue Obligations to which such subaccount relates are Senior Lien Revenue Obligations and such moneys are
applied to the purchase and cancellation of such Revenue Obligations which are subject to mandatory redemption on
the next mandatory redemption date, which falls due within 12 months, such Revenue Obligations are purchased at a
price not more than would be required for mandatory redemption, and such Revenue Obligations are canceled upon
purchase and credited against the redemption otherwise to be made on such mandatory redemption date; or (iii) the
Revenue Obligations to which such subaccount relates are Senior Lien Revenue Obligations and such moneys are
applied to the purchase and cancellation of such Revenue Obligations at a price less than the amount of principal
which would be payable on such Revenue Obligations, together with interest accrued through the date of purchase,
and such Revenue Obligations are canceled upon purchase; or (iv) the Revenue Obligations to which such
subaccount relates are Senior Lien Revenue Obligations and such moneys are in excess of the then required balance
of the related subaccount in the Interest Account or the Principal Account and are applied to redeem or prepay a part
of such Revenue Obligations on the next succeeding redemption date for which the required notice of redemption
may be given.

(h)  Debt Service Reserve Account. There shall be deposited into the same or separate subaccount of
the Debt Service Reserve Account the amounts specified, if any, in Supplemental Resolutions with respect to the
first series of Revenue Obligations and any Additional Obligations. The Authority shall not be required hereby to
establish a subaccount of the Debt Service Reserve Account for any Revenue Obligations, and any such subaccount
shall only be established if required by the Supplemental Resolution authorizing the issuance of the Revenue
Obligations. After the issuance of any Additional Obligations, any increase in the amount of the Debt Service
Reserve Requirement resulting from the issuance of Additional Obligations which also are secured by an existing
subaccount of the Debt Service Reserve Account shall be accumulated, to the extent not covered by deposits from
proceeds of Revenue Obligations or funds on hand or as otherwise provided in the Supplemental Resolution
authorizing the issuance of the first series of Revenue Obligations secured by such subaccount, over a period not
exceeding 61 months from date of delivery of such Additional Obligations in monthly deposits from the Revenue
Fund, none of which is less than 1/60 of the amount to be accumulated. The balance of each subaccount of the Debt
Service Reserve Account shall be maintained at an amount equal to the Debt Service Reserve Requirement for the
related Revenue Obligations (or such lesser amount that is required to be accumulated in such subaccount of the
Debt Service Reserve Account in connection with the periodic accumulation to the Debt Service Reserve
Requirement after the issuance of Additional Obligations or upon the failure of the Authority to provide a substitute
Reserve Account Credit Facility in certain events). There shall be transferred from the Revenue Fund on a pro rata
basis (1) to each subaccount of the Debt Service Reserve Account the amount necessary to restore the amount of
cash and securities in such subaccount of the Debt Service Reserve Account to an amount equal to the difference
between (a) the Debt Service Reserve Requirement for the related Revenue Obligations (or such lesser monthly
amount that is required to be deposited into the Debt Service Reserve Account after the issuance of Additional
Obligations or upon the failure of the Authority to provide a substitute Reserve Account Credit Facility in certain
events), and (b) the portion of the required balance of such subaccount of the Debt Service Reserve Account
satisfied by means of a Reserve Account Credit Facility, and (2) to any Reserve Account Credit Facility Provider the
amount necessary to reinstate any Reserve Account Credit Facility which has been drawn down. Notwithstanding
anything herein to the contrary, a subaccount in the Debt Service Reserve Account that secures General Revenue
Obligations shall only be funded with General Revenues, a subaccount in the Debt Service Reserve Account that
secures Special Purpose Revenue Obligations shall only be funded with related Special Purpose Revenues, and a
subaccount in the Debt Service Reserve Account that secures Released Revenue Obligations shall only be funded
with related Released Revenues. No Revenues shall be used to fund a subaccount in the Debt Service Reserve
Account to secure Subordinate Lien Obligations if an Event of Default has occurred hereunder with respect to the
related category of Revenue Obligations. Whenever for any reason the amount in the related subaccounts of the
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Interest Account or the Principal Account is insufficient to pay all interest or principal falling due on any Revenue
Obligations, the Authority shall make up any deficiency by transfers from the Renewal and Extension Fund, if any.
Whenever, on the date that such interest or principal is due on any Revenue Obligations, there are insufficient
moneys in the related subaccounts of the Interest Account or the Principal Account available to make such payment,
the Authority shall, without further instructions, apply so much as may be needed of the moneys in the related
subaccount, if any, of the Debt Service Reserve Account to prevent default in the payment of such interest or
principal, with priority to interest payments. Whenever by reason of any such application or otherwise the amount
remaining to the credit of the related subaccount of the Debt Service Reserve Account is less than the amount then
required to be in such subaccount of the Debt Service Reserve Account, such deficiency shall be remedied by
monthly deposits from the related account or accounts of the Revenue Fund, to the extent funds are available in the
related account or accounts of the Revenue Fund for such purpose after all required transfers set forth above have
been made.

Renewal and Extension Fund

The Authority may deposit, in its sole discretion, funds in a Renewal and Extension Fund created by the Authority,
which may be created by the Authority in its sole discretion. All sums accumulated and retained in the Renewal and
Extension Fund shall be used first to prevent default in the payment of interest on or principal of any General
Revenue Obligations when due and then shall be applied by the Authority from time to time, as and when the
Authority shall determine, to the following purposes and, prior to the occurrence and continuation of an Event of
Default, in the order of priority determined by the Authority in its sole discretion: (a) for the purposes for which
moneys held in the Revenue Fund may be applied under the Resolution, (b) to pay any amounts which may then be
due and owing under any Hedge Agreement (including fees, expenses, and indemnity payments) and any
Termination Payments due under a Hedge Agreement or Loan Agreement, (c) to pay any governmental charges and
assessments against the System or any part thereof which may then be due and owing, (d) to make acquisitions,
betterments, extensions, repairs, or replacements or other capital improvements (including the purchase of
equipment) to the System deemed necessary by the Authority (including payments under contracts with vendors,
suppliers, and contractors for the foregoing purposes), and (e) to acquire Revenue Obligations (other than Special
Purpose Revenue Obligations) by redemption or by purchase in the open market prior to their respective maturities,
and when so used for such purposes the moneys shall be withdrawn from the Renewal and Extension Fund and
deposited into the related subaccounts of the Interest Account and the Principal Account for the Revenue
Obligations to be so redeemed or purchased.

Deposits and Security of Funds and Accounts

All moneys in the funds and accounts established under the Resolution shall be held by the Authority in one or more
Depositories qualified for use by the Authority. Uninvested moneys shall, at least to the extent not guaranteed by
the Federal Deposit Insurance Corporation, be secured to the fullest extent required by the laws of the State for the
security of public funds.

Investment of Funds and Accounts

Moneys in the funds and accounts established under the Resolution shall be invested and reinvested in Permitted
Investments and containing such maturities as are deemed suitable by the Authority.

Investment Earnings in each fund and account (except the Debt Service Reserve Account) shall be retained therein.
Investment Earnings from the investment of moneys in each subaccount of the Debt Service Reserve Account shall
be retained in such subaccount of the Debt Service Reserve Account at all times if the balance (taking into account
the current market value of the investments held in the Debt Service Reserve Account) is less than the respective
Debt Service Reserve Requirement; thereafter and at all times if the balance of such subaccount of the Debt Service
Reserve Account is equal to or greater than the respective Debt Service Reserve Requirement (taking into account
the current market value of the investments held in the Debt Service Reserve Account), such Investment Earnings
shall be deposited in the related subaccount of the Interest Account.
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The Supplemental Resolution authorizing the issuance of any Revenue Obligations may specify maturity limitations
and different allocations of Investment Earnings on investments of moneys in the funds and accounts relating to
such Revenue Obligations.

Moneys in each of such funds shall be accounted for as a separate and special fund apart from all other funds,
provided that investments of moneys therein may be made in a pool of investments together with other moneys of
the Authority so long as sufficient Permitted Investments in such pool, not allocated to other investments of
contractually or legally limited duration, are available to meet the requirements of the foregoing provisions.

Valuation of Investments

All investments made for any fund, account or subaccount under the Resolution shall, for purposes of the
Resolution, be valued at fair market value on the last day of Fiscal Year.

Application of Excess in Sinking Fund

Whenever at the end of each Fiscal Year the amount of moneys in any account or subaccount of the Sinking Fund,
including the Debt Service Reserve Account, exceeds the amount then currently required to be held therein, the
excess shall be transferred to the related account in the Revenue Fund.

ADDITIONAL REVENUE OBLIGATIONS
No Revenue Obligations Except as Permitted in the Resolution

No Revenue Obligations may be issued and no other obligations, except Contracts, which are secured by any interest
in or lien on Pledged Revenues may be entered into except pursuant to the Resolution; provided, however, the
Authority may issue an initial series of Senior Lien Revenue Obligations pursuant to a Supplemental Resolution
without meeting the requirements of the Master Resolution.

Additional Senior Lien Revenue Obligations

The Resolution permits the issuance of additional Senior Lien Revenue Obligations on parity with other Senior Lien
Revenue Obligations for the following purposes and under the following conditions:

(i)  Any portion or all of a series of Senior Lien Revenue Obligations may be refunded at maturity, upon
redemption in accordance with their terms, or upon payment, prepayment or redemption with the
consent of the owners of such Senior Lien Revenue Obligations, and the refunding Revenue
Obligations so issued shall constitute Senior Lien Revenue Obligations secured on a parity with any
Revenue Obligations secured on a parity with the refunded Revenue Obligations, if all of the
following conditions are satisfied:

D the Authority shall have obtained a report from the Independent Certified Public Accountant
or a Financial Advisor demonstrating that the refunding will reduce the total debt service
payments on Outstanding Senior Lien Revenue Obligations, including payments on related
Contracts, which are parity secured with the Revenue Obligations to be refunded on a present
value basis; or

2 as an alternative to, and in lieu of, satisfying the requirements of (1), all Outstanding Senior
Lien Revenue Obligations which are secured on a parity with the Revenue Obligations to be
refunded are being refunded under arrangements which immediately result in making
provision for the payment of such Revenue Obligations; and

3 requirements of (ii)(2), (5), and (6) below are met with respect to such refunding Revenue
Obligations.

(if) Additional Senior Lien Revenue Obligations may also be issued on a parity with Outstanding Senior
Lien Revenue Obligations pursuant to a Supplemental Resolution, and the Revenue Obligations so
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issued shall be secured on a parity with Outstanding Senior Lien Revenue Obligations, if the
following conditions are satisfied:

o))

O]

©)

There shall have been procured and filed with the Authority either:

(A) a report by a Financial Advisor or a certificate by the President and Chief Executive
Officer of the Authority to the effect that the historical related Net Revenues for either (i) a
period of 12 consecutive months of the most recent 18 consecutive months prior to the
issuance of the proposed Additional Obligations or (ii) the most recent audited Fiscal
Year, were equal to at least 120% of the average annual Debt Service Requirement on all
related Senior Lien Revenue Obligations which will be Outstanding immediately after the
issuance of the proposed Additional Obligations and secured on a parity therewith, in the
then current and each succeeding Fiscal Year, provided, however, (xX) the report or
certificate may contain pro forma adjustments to historical related Net Revenues equal to
100% of the increased annual amount attributable to any revision in the schedule of rates,
fees, and charges for the services and facilities furnished by the System, imposed prior to
the date of delivery of the proposed Additional Obligations and not fully reflected in the
historical related Net Revenues actually received during such historical period used; (y) if
the Authority has a contract to purchase or otherwise acquire an Acquired System that will
become part of the System, the historical Net Revenues may be adjusted to include the
anticipated Net Revenues from the Acquired System; and (z) if the Authority has entered
into a contract to furnish services of the System that is not fully reflected in the historical
Net Revenues of the System, such historical Net Revenues may be adjusted to include the
anticipated Net Revenues from such contract; or

(B) a report by a financial advisor to the effect that (1) in each Fiscal Year of the Forecast
Period the forecasted related Net Revenues (which forecast can take into account any
planned increase in the rates, fees and charges for the services and facilities furnished by
the System and any revenues projected to be received from any Acquired Systems as to
which the Authority has entered into a contract to purchase or otherwise acquire) are
expected to equal at least 120% of the Debt Service Requirement during such period on all
related Senior Lien Revenue Obligations which will be Outstanding immediately after the
issuance of the proposed Additional Obligations and secured on a parity therewith, or (2)
the forecasted related Net Revenues (which forecast can take into account any planned
increases in the rates, fees and charges for the services and facilities furnished by the
System and any revenues projected to be received from any Acquired Systems as to which
the Authority has entered into a contract to purchase or otherwise acquire) are expected to
equal at least 120% of the average annual Debt Service Requirement for such Forecast
Period on all related Senior Lien Revenue Obligations which will be Outstanding
immediately after the issuance of the proposed Additional Obligations and secured on a
parity therewith.

The Authority shall have received, at or before issuance of the Additional Obligations, a report
from a Financial Adviser or a certificate of the President and Chief Executive Officer of the
Authority, or his designee, to the effect that the payments required to be made into each account
or subaccount of the Sinking Fund have been made and the balance in each account or
subaccount of the Sinking Fund is not less than the balance required by the Resolution as of the
date of issuance of the proposed Additional Obligations.

The Supplemental Resolution authorizing the proposed Additional Obligations must require (i)
that the amount to be accumulated and maintained in the subaccount of the Debt Service
Reserve Account for Senior Lien Revenue Obligations which are to be secured on a parity with
such Additional Obligations, if any, be increased to not less than 100% of the Debt Service
Reserve Requirement, if any, computed on a basis which includes all Senior Lien Revenue
Obligations which will be Outstanding and secured on a parity with the Additional Obligations
immediately after the issuance of the proposed Additional Obligations and (ii) that the amount
of such increase be deposited in such subaccount prior to or at the end of the period and at least
as fast as the rate specified in the prior resolutions for the System.
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(4) The Supplemental Resolution authorizing the proposed Additional Obligations must require the
proceeds of such proposed Additional Obligations to be used to make capital improvements to
or capital acquisitions for the System, to fund interest on the proposed Additional Obligations,
to refund other obligations issued for such purposes, for any other legal purpose under
applicable law as evidenced by an opinion of Bond Counsel, and/or to pay expenses incidental
thereto and to the issuance of the proposed Additional Obligations.

(5) The Secretary of the Authority shall have certified, by written certificate dated as of the date of
issuance of the Additional Obligations, that the Authority is in compliance with all requirements
of the applicable resolutions.

(6) The Authority, shall have received an opinion of Bond Counsel, dated as of the date of issuance
of the Additional Obligations, to the effect that the supplemental resolution authorizing the
issuance of Additional Obligations has been duly adopted by the Authority.

Obligations which would be Other System Obligations (as defined in the Resolution) but for the existence of a
Senior Lien on a category of Revenues securing such obligations may be issued and so secured, and thereafter will
be treated as Senior Lien Revenue Obligations, if all of the conditions of (B)(2) through (6) above are satisfied
treating such obligations as Additional Obligations and the issuance and security documents therefore as
supplemental resolutions.

Additional Subordinate Lien Obligations

€) Revenue Obligations also may be issued on a Subordinate Lien basis pursuant to a
Supplemental Resolution or a resolution otherwise adopted by the Authority payable from moneys which
would otherwise be available for any other lawful purpose, and the Revenue Obligations so issued shall
constitute Subordinate Lien Obligations, if (1) the Supplemental Resolution authorizing the Subordinate
Lien Obligations shall provide that such Subordinate Lien Obligations shall be junior and subordinate in
lien and right of payment (A) directly, to any Outstanding Senior Lien Revenue Obligations or Senior Lien
Revenue Obligations issued in the future which have a Senior Lien on a category of Revenues as to which
such proposed Additional Obligations have a Subordinate Lien; and (2) the Authority shall have received a
report from a Financial Adviser, or a certificate of the President and CEO of the Authority, or his designee,
to the effect that the payments required to be made into each account or subaccount of the Sinking Fund
have been made and the balance in each account or subaccount of the Sinking Fund is not less than the
balance required by the resolution for Senior Lien Revenue Obligations as of the date of issuance of any
Subordinate Lien Obligations.

(b) In the event of any insolvency or bankruptcy proceedings, and any receivership,
liquidation, reorganization, or other similar proceedings in connection therewith, relative to the Authority
or to its creditors, as such, or to its property, and in the event of any proceedings for voluntary liquidation,
dissolution, or other winding up of the Authority, whether or not involving insolvency or bankruptcy, the
owners of all Senior Lien Revenue Obligations then Outstanding and parties to related Contracts shall be
entitled to receive payment in full of all principal and interest due on all such Senior Lien Revenue
Obligations, all other payments due under Loan Agreements, which Loan Agreements are Senior Lien
Obligations and all payments due under related Contracts (other than Termination Payments) in accordance
with the provisions of the Resolution before the owners of any Subordinate Lien Obligations or
Termination Payments having a Subordinate Lien on a category of Revenues as to which such Senior Lien
Revenue Obligations have a Senior Lien or related Contracts are entitled to receive any payment from the
Pledged Revenues or the amounts held in the funds and accounts created under the Resolution on account
of principal of, premium, if any, or interest on the Subordinate Lien Obligations or related Contracts or
Termination Payments.

(c) If any Event of Default shall have occurred and be continuing (under circumstances when
the provisions of paragraph (b) shall not be applicable), the owners of all Senior Lien Revenue Obligations
then Outstanding and parties to related Contracts shall be entitled to receive payment in full of all principal
and interest then due on all such Senior Lien Revenue Obligations, all other payments due under Loan
Agreements, which Loan Agreements are Senior Lien Obligations, and all payments due on related
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Contracts (other than Termination Payments) before the owners of the Subordinate Lien Obligations or
parties to Contracts related to Subordinate Lien Obligations or which are subordinate to Senior Lien
Revenue Obligations or Termination Payments are entitled to receive any payment from the Pledged
Revenues or the amounts held in the funds and accounts created under the Resolution of principal of,
premium, if any, or interest on the Subordinate Lien Obligations or payments under related Contracts or
Termination Payments.

(d) No owner of Senior Lien Revenue Obligations or party to any related Contract shall be
prejudiced in its right to enforce subordination of the Subordinate Lien Obligations and related Contracts
and Termination Payments by any act or failure to act on the part of the Authority.

(e The obligations of the Authority to pay to the owners of the Subordinate Lien Obligations
the principal of, premium, if any, and interest thereon in accordance with their terms and to pay parties to
related Contracts in accordance with the terms of the related Contracts shall be unconditional and absolute.
Nothing in the Resolution shall prevent the owners of the Subordinate Lien Obligations or parties to related
Contracts or a party entitled to a Termination Payment having a Subordinate Lien from exercising all
remedies otherwise permitted by applicable law or under the Resolution or the related Contracts upon
default thereunder, subject to the rights contained in the Resolution of the owners of Senior Lien Revenue
Obligations and parties to related Contracts to receive cash, property, or securities otherwise payable or
deliverable to the owners of the Subordinate Lien Obligations, parties to related Contracts or a party
entitled to a Termination Payment having a Subordinate Lien, and any Supplemental Resolution
authorizing Subordinate Lien Obligations may provide that, insofar as a trustee or paying agent for the
Subordinate Lien Obligations is concerned, the foregoing provisions shall not prevent the application by
such trustee or paying agent of any moneys deposited with such trustee or paying agent for the purpose of
the payment of or on account of the principal or premium, if any, and interest on such Subordinate Lien
Obligations, payments under related Contracts or a party entitled to a Termination Payment having a
Subordinate Lien if such trustee or paying agent did not have knowledge at the time of such application that
such payment was prohibited by the foregoing provisions.

)] Any series of Subordinate Lien Obligations and related Contracts or any Termination
Payment secured by a Subordinate Lien may have such rank or priority with respect to any other series of
Subordinate Lien Obligations and related Contracts or any Termination Payment secured by a Subordinate
Lien as may be provided in the Supplemental Resolution or other resolution authorizing such series of
Subordinate Lien Obligations and may contain such other provisions as are not in conflict with the
provisions of the Resolution.

(9) Obligations which would be Other System Obligations but for the existence of a
Subordinate Lien on a category of Revenues securing such obligations may be issued and so secured, and
thereafter will be treated as Subordinate Lien Obligations, if all of the conditions of 503(a) through (c) are
satisfied treating such obligations as Subordinate Lien Obligations and the issuance and security documents
therefor as Supplemental Resolutions

Additional Special Purpose Revenue Obligations

Additional Special Purpose Revenue Obligations may be issued after compliance with any requirements therefor set
forth in any Supplemental Resolution related to such Special Purpose Obligations or Outstanding Special Purpose
Obligations which will be secured on a parity with such Additional Special Purpose Obligations.

Released Revenues; Securitizations

(@) A separable category or portion of revenues, income, receipts and money relating to a definable service, facility
or program of the System may be withdrawn from General Revenues and thereafter treated as Released Revenues
for all purposes, including the security for Released Revenue Obligations, if the following conditions are met:

(1) Filing of a report of a Financial Adviser or a certificate of the President and CEO of the Authority,
or his designee, with the Trustee to the effect that historical Net General Revenues, determined by
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excluding the category of Revenues proposed to become Released Revenues, for the most recent audited
Fiscal Year prior to the date of such report were equal to at least 120% of the average annual Debt Service
Requirement on all General Revenue Obligations which will be Outstanding after the category of Revenues
becomes Released Revenues;

(2) Filing of a resolution of the Board of the Authority stating the Authority's intent to release such
category of Revenues with the Trustee accompanied by a written certificate of the President and CEO of
the Authority, or his designee, certifying the Authority is in compliance with all requirements of the
Resolution; and

3) The report described in (1) above or a separately filed report of an Independent Certified Public
Accountant states that there are sufficient internal accounting and fiscal operations management practices
in place at the System to provide an adequate basis for the additional accounting and related procedures
required as a result of the release of revenues from General Revenues and the subsequent treatment thereof
as Released Revenues.

(b) Upon compliance with subsection (a), Released Revenues may be sold, leased or loaned to a related or unrelated
Person in a securitization or other similar transaction.

Accession of Subordinate Lien Obligations and Related Contracts to Senior Lien Status

By proceedings authorizing Subordinate Lien Obligations or a lien permitted by the Resolution, the Authority may
provide for the accession of such Subordinate Lien Obligations and related Contracts to the status of complete parity
with any Senior Lien Revenue Obligations and related Contracts with a lien on the same category of Revenues if, as
of the date of accession, the conditions of the Resolution are satisfied, on a basis that includes all Outstanding Senior
Lien Revenue Obligations with a lien on the same category of Revenues and such Subordinate Lien Obligations, and
if on the date of accession:

€)] The subaccount of the Debt Service Reserve Account, if any, relating to the Senior Lien Revenue
Obligations secured by such Debt Service Reserve subaccount, if any, contains an amount equal to the Debt
Service Reserve Requirement computed on a basis that includes all Outstanding Senior Lien Revenue
Obligations with a lien on the same category of Revenues and Debt Service Reserve subaccount, if any, and
such Subordinate Lien Obligations; and

(b) The subaccounts of the Interest Account, the Principal Account, the Hedge Payments Account, the
Contract Payments Account, the Termination Payment Account and the Loan Repayment Account contain
the amounts, if any, which would have been required to be accumulated therein on the date of accession if
the Subordinate Lien Obligations had originally been issued as Senior Lien Revenue Obligations with a lien
on the same category of Revenues.

Adoption of Proceedings

The Authority shall adopt a Supplemental Resolution authorizing the issuance of any Additional Obligations and,
except for the first Supplemental Resolution, reciting that the requirements of this paragraph have been satisfied, and
shall set forth in such proceedings, among other things, the security therefor, the date or dates such Additional
Obligations shall bear and the rate or rates of interest, interest payment date or dates, maturity date or dates, and
redemption provisions with respect to such Additional Obligations and any other matters applicable to such
Additional Obligations as the Authority may deem advisable. Any such Supplemental Resolution shall restate and
reaffirm, by reference, all of the applicable terms, conditions, and provisions of the Resolution not modified by the
Supplemental Resolution.

Proceedings Authorizing Additional Obligations

No Supplemental Resolution authorizing the issuance of Additional Obligations as permitted under this paragraph
shall conflict with the terms and conditions of the Resolution, except to the extent that the Supplemental Resolution
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is adopted for one of the purposes set forth in the Resolution and complies with the provisions of the Resolution for
the adoption of Supplemental Resolutions without the consent of holders of the Revenue Obligations.

Applicability to Additional Obligations

The provisions of the Resolution shall be construed as including and being applicable to any future series of
Revenue Obligations, and any such Revenue Obligations shall be treated, unless otherwise specifically stated, just as
if they had been issued pursuant to the terms of the Master Resolution and the first Supplemental Resolution.

Credit Facilities and Hedge Agreements

(a) In connection with the issuance of any Revenue Obligations, the Authority may obtain or cause to be obtained
one or more Credit Facilities providing for payment of all or a portion of the principal of, premium, if any, or
interest due or to become due on such Revenue Obligations, providing for the purchase of such Revenue Obligations
by the Credit Issuer, or providing funds for the purchase of such Revenue Obligations by the Authority. In
connection therewith, the Authority shall enter into Credit Facility Agreements with such Credit Issuers providing
for, among other things, (i) the payment of fees and expenses to such Credit Issuers for the issuance of such Credit
Facilities; (ii) the terms and conditions of such Credit Facilities and the Revenue Obligations affected thereby; and
(iii) the security, if any, to be provided for the issuance of such Credit Facilities. The Authority may secure any
Credit Facility by an agreement providing for the purchase of the Revenue Obligations secured thereby with such
adjustments to the rate of interest, method of determining interest, maturity, or redemption provisions as are
specified by the Authority, in the applicable Supplemental Resolution. The Authority may in a Credit Facility
Agreement agree to directly reimburse such Credit Issuer for amounts paid under the terms of such Credit Facility,
together with interest thereon; provided, however, that no Reimbursement Obligation shall be created for purposes
of the Resolution until amounts are paid under such Credit Facility. Any such Reimbursement Obligation shall be
deemed to be a part of the Revenue Obligations to which the Credit Facility relates which gave rise to such
Reimbursement Obligation, and references to principal and interest payments with respect to such Revenue
Obligations shall include principal and interest (except for Additional Interest and principal amortization
requirements with respect to the Reimbursement Obligation that are more accelerated than the amortization
requirements for the related Revenue Obligations, without acceleration) due on the Reimbursement Obligation
incurred as a result of payment of such Revenue Obligations with the Credit Facility. All other amounts payable
under the Credit Facility Agreement (including any Additional Interest and principal amortization requirements with
respect to the Reimbursement Obligation that are more accelerated than the amortization requirements for the related
Revenue Obligations, without acceleration) shall be fully subordinate to the payment of debt service on the related
class of Revenue Obligations. Any such Credit Facility shall be for the benefit of and secure such Revenue
Obligations or portion thereof as specified in the applicable Supplemental Resolution. Notwithstanding the other
provisions hereof, the Authority's obligations under a Credit Facility which requires the Credit Issuer to make all
interest payments due on the Revenue Obligations may be secured to the extent of such amounts by a pledge of, and
lien on, the Pledged Revenues on a parity with the lien created by the Resolution to secure the related Revenue
Obligations, or may be wholly or partially subordinate in lien and right of payment to the payment of the Revenue
Obligations, as determined by the Authority.

(b) In connection with the issuance of any Revenue Obligations or at any time thereafter so long as such Revenue
Obligations remain Outstanding, the Authority may enter into Hedge Agreements with Qualified Hedge Providers,
and no other providers, with respect to any Revenue Obligations. The Authority shall authorize the execution,
delivery, and performance of each Qualified Hedge Agreement in a Supplemental Resolution, in which it shall
designate the related Hedged Obligations. The Authority's obligation to pay Hedge Payments on a Qualified Hedge
Agreement may be secured by a pledge of, and lien on, the Pledged Revenues on a parity with the lien created by the
Resolution to secure the related Hedged Obligations (other than Termination Payments), or may be wholly or
partially subordinate in lien and right of payment to the payment of the Revenue Obligations, as determined by the
Authority; provided, that the Authority's obligation to pay Termination Payments may be secured by a pledge of,
and lien on, the Pledged Revenues to the same extent as Subordinate Lien Obligations.
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Other Obligations

The Authority expressly reserves the right, at any time, to adopt one or more other bond resolutions and reserves the
right, at any time, to issue any other obligations not secured by the amounts pledged under the Resolution

GENERAL COVENANTS
Rate Covenant

The Authority shall continuously own, and the Authority shall continuously control, operate, and maintain
the System in an efficient and economical manner and on a revenue producing basis and shall at all times prescribe,

fix, maintain, and collect rates, fees, and other charges for the services and facilities furnished by the System fully
sufficient at all times:

€)) for 100% of the Operating Expenses and for the accumulation in the Revenue Fund of a
reasonable reserve therefor, in an amount, if any, as shall be determined from time to time by the Authority;
and
(b) such that Net Revenues in each Fiscal Year:

Q) will equal at least 120% of the Debt Service Requirement on all Senior Lien Revenue

Obligations and 100% of the Debt Service Requirement on all other Revenue Obligations then
Outstanding for such Fiscal Year and any Termination Payments due during such Fiscal Year
which are secured by a lien on the Pledged Revenues;

2 will enable the Authority to make all required payments, if any, into any Debt Service
Reserve Account and the Rebate Fund and on any Contract or Other System Obligation;

3) will enable the Authority to accumulate an amount to be held in the Renewal and
Extension Fund, which in the judgment of the Authority is adequate to meet the costs of major
renewals, replacements, repairs, additions, betterments, and improvements to the System,
necessary to keep the same in good operating condition or as is required by any governmental
agency having jurisdiction over the System;

4) will remedy all deficiencies in required payments into any of the funds and accounts
mentioned in the Resolution from prior Fiscal Years; and

(5) will permit the Authority to comply with the terms of any agreement that the Authority
has entered into to purchase or sell Wastewater;

If the Authority fails to prescribe, fix, maintain, and collect rates, fees, and other charges, or to revise such
rates, fees, and other charges, as provide above in any Fiscal Year, but the Authority in the next Fiscal Year has
promptly taken all available measures to revise such rates, fees and other charges as advised by a Consulting
Engineer or Financial Adviser retained by the Authority to review the operations of the System, there shall be no
Event of Default until at least the end of such next Fiscal Year and only then if Net Revenues are less than the
amount required by this section.

The rates, fees, and other charges shall be classified in a reasonable manner to cover users of the services
and facilities furnished by the System so that, as nearly as practicable, such rates, fees, and other charges shall be
uniform in application to all users falling within any reasonable class.

Maintenance of the System in Good Condition

The Authority covenants that it has and will continue to enforce reasonable rules and regulations governing the
System and the operation thereof, that all compensation, salaries, fees, and wages paid by it in connection with the
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operation, maintenance, and repair of the System will be reasonable, and that no more persons will be employed by
it than are necessary, that it will operate the System in an efficient and economical manner and will at all times
maintain the System in good repair and in sound operating condition, that it will make all necessary repairs,
renewals, and replacements to the System, and that it will comply with all valid acts, rules, regulations, orders, and
directions of any legislative, executive, administrative, or judicial body applicable to the System and the Authority's
operation thereof.

Insurance

With respect to the System, the Authority will carry adequate public liability, fidelity, and property insurance, such
as is maintained by similar Systems as the System; provided, the Authority shall not be required to insure beyond
the limits of immunity provided by Sections 29-20-101 et seq., Tennessee Code Annotated, as amended, and
provided further, the Authority may self-insure against any risks that its Governing Body deems appropriate
provided the Authority maintains adequate reserves, in such amounts as the Authority determines is reasonable, for
such self insurance.

The Authority, without in any way limiting the generality of the following, shall: (a) require each construction
contractor and each subcontractor to furnish a bond, or bonds, of such type and in amounts adequate to assure the
faithful performance of their contracts and the payment of all bills and claims for labor and material arising by virtue
of such contracts; and (b) require each construction contractor or the subcontractor to maintain at all times until the
completion and acceptance of the Project adequate compensation insurance for all of their employees and adequate
public liability and property damage insurance for the full and complete protection of Authority from any and all
claims of every kind and character which may arise by virtue of the operations under their contracts, whether such
operations be by themselves or by anyone directly or indirectly for them, or under their control.

All such policies shall be for the benefit of and made payable to the Authority and shall be on deposit with the
Authority.

All moneys received for losses under any such insurance policies, except public liability policies, are hereby pledged
by the Authority, as security for the Revenue Obligations until and unless such proceeds are paid out in making
good the loss or damage in respect of which such proceeds are received, either by repairing the property damaged or
replacing the property destroyed or by depositing the same in the Renewal and Extension Fund. Adequate provision
for making good such loss and damage shall be made within 120 days from the date of the loss, insurance proceeds
not used in making such provision shall be deposited in the Renewal and Extension Fund on the expiration of such
120-day period. Such insurance proceeds shall be payable to the Authority by appropriate clause to be attached to or
inserted in the policies.

No Sale, Lease, or Encumbrance; Exceptions

Unless consent is given by the holders of at least a majority of the aggregate principal amount of the Revenue
Obligations and by any Credit Issuer, the Authority will not sell, lease, mortgage, or in any manner dispose of the
System, or any part thereof, including any and all extensions and additions that may be made thereto, or any facility
necessary for the operation thereof except as may be set forth herein; provided, however, the use of any of the
System facilities may at any time be permanently abandoned or the System or any portion of the System or of the
System facilities sold or otherwise disposed of, provided that:

©) All covenants and undertakings in connection with all Revenue Obligations then outstanding and
payable from the Revenues of the System are in compliance and any required reserve funds have been fully
established and contributions thereto are current;

(b) After the abandonment, sale or other disposal of all or a portion of the System, (i) provision is
made for the payment of all the outstanding Revenue Obligations or (ii) the remaining Revenues of the System after
such sale shall be sufficient to pay principal of, premium, if any, and interest on the remaining Revenue Obligations
and sufficient to be in compliance with the covenants set forth herein as certified by a Consulting Engineer or
Financial Adviser;
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(© The abandonment, sale or disposition is for the purpose of disposing of facilities which are no
longer necessary or no longer useful to the operation of the System or it is otherwise in the best interests of the
Authority to dispose of all or a part of the System as determined by the Governing Body of the Authority; and

(d) The Authority receives an opinion of nationally recognized bond counsel to the effect that the
disposition of the System or any portion thereof and use of the proceeds therefrom will not adversely affect the
exclusion of interest on the Revenue Obligations from gross income of the holders thereof for purposes of federal
income taxation.

This provision is not intended to prohibit the lease purchase of equipment or facilities of the System hereafter to be
put in service or to prohibit the transfer or exchange of service areas to provide for more efficient operation of the
System so long as the Authority is in full compliance with the covenants set forth herein immediately following such
transfer or exchange.

In addition to the transfers permitted above, the Authority shall have the right to sell, lease, transfer or
otherwise dispose of the System as a whole or substantially as a whole, to any municipal corporation, county,
political subdivision, governmental corporation or governmental agency (each of which shall be included within the
term "Transferee" as used herein), provided the transferee thus acquiring the System from the Authority will assume
the performance of and be bound by all of the Authority's obligations to the holders of the Revenue Obligations to
make the payments into the funds required by the resolutions authorizing the Revenue Obligations and the
Resolution and to pay the principal of, premium, if any, and interest on the Revenue Obligations as provided in the
covenants and provisions of the Resolution.

Notwithstanding anything elsewhere herein provided, nothing contained herein shall prevent the Authority
from combining any or all of the Authority’s utility systems into a single unified operation (the "Combined System")
and commingling the revenues of the systems so combined in the Combined System without keeping separate
accounts of the funds of each of such systems, provided payments from the funds of the Combined System are
required to be made into the Sinking Fund created hereunder from time to time in amounts sufficient to comply with
provisions thereof and in amounts sufficient to pay the principal of and interest on the Revenue Obligations as such
principal and interest becomes due. General Revenue Obligations (“Parity Combined System Obligations™) payable
from General Revenues of the Combined System may be thereafter issued on a parity with Outstanding Revenue
Obligations provided at the time of the issuance of any such Parity Combined System Obligations, the terms and
conditions of Article V have been met with respect to the issuance of such Parity Combined System Obligations.

No Impairment of Rights

The Authority shall not enter into any contract or contracts, nor take any action, the results of which might
materially impair the rights of the holders of any Revenue Obligations.

Books and Accounts

The Authority shall keep proper books and accounts in compliance with applicable laws and regulations, if any, and
shall cause such books and accounts to be audited for each Fiscal Year by an independent certified public accountant
or firm of independent certified public accountants. A copy of each annual audit report showing in reasonable detail
the financial condition of the System at the close of the Fiscal Year, the income and expenses for such Fiscal Year,
including the transactions relating to any and all funds and accounts created pursuant to the Resolution, shall be
available to any Bondholder upon request.

Enforcement of Charges and Connections

The Authority shall compel the prompt payment of rates, fees, and charges imposed for service connected with the
System, and to that end will vigorously enforce all of the provisions of any resolution or ordinance of the Authority
having to do with the same, and all of the rights and remedies permitted the Authority under law. The Authority
expressly covenant and agree that such charges will be enforced and promptly collected to the full extent permitted
by law.
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Payments

All payments falling due on the Revenue Obligations and related Contracts shall be made by the Authority, from the
Pledged Revenues or, at the Authority's option, other legally available revenues to the owners thereof when due in
full, and all reasonable and authorized charges made by the Bond Registrar, the Trustee and the Paying Agent shall
be paid by the Authority, when due.

No Loss of Lien on Revenues

The Authority shall not do, or omit to do, or permit to be done or to be omitted any matter or thing whatsoever
whereby the lien of the Resolution on the Pledged Revenues or any part thereof might or could be lost or impaired.

Annual Budget

The Authority agrees to adopt an Annual Budget for the System for each Fiscal Year in compliance with the rate
covenant stated above.

DEFAULTS AND REMEDIES
Definition of Events of Default

Each of the following events is defined as and declared to be and to constitute an "Event of Default" under the
Resolution:

@ a failure to pay the principal or redemption price of any Senior Lien Revenue Obligation when the
same shall become due and payable, either at maturity or by proceedings for redemption or otherwise; or

(b) a failure to pay any installment of interest on any Senior Lien Revenue Obligation when and as
such installment of interest shall become due and payable; or

(c) a court of competent jurisdiction shall enter an order, judgment, or decree appointing a receiver of
the System or any of the funds or accounts established under an applicable resolution, or approving a petition
seeking reorganization of the Authority under the federal bankruptcy laws or any other applicable law or statute of
the United States of America or the State of Tennessee, and such order, judgment, or decree shall not be vacated or
set aside or stayed within 60 days from the date of the entry thereof; or

(d) the Authority shall fail to perform any of the other covenants, conditions, agreements, and
provisions contained in any Senior Lien Revenue Obligations or in the applicable resolution on the part of the
Authority to be performed, and such failure shall continue for 90 days after written notice specifying such failure
and requiring it to be remedied shall have been given to the Authority by the Trustee or by the owners of not less
than or any Credit Issuer securing not less than twenty-five percent (25%) in aggregate principal amount of the
Outstanding Senior Lien Revenue Obligations; provided, however, if the failure stated in such notice can be
corrected, but not within such 90 day period, the Authority shall have 180 days after such written notice to cure such
default if corrective action is instituted by the Authority within such 90 day period and diligently pursued until the
failure is corrected; or; or

(e) a default by the Authority under a Hedge Agreement related to a series of Bonds; or

()] an Event of Default under any supplemental resolution relating to Senior Lien Revenue
Obligations shall occur;

provided if the Event of Default relates solely to Revenue Obligations related to a particular category of Revenues

and no other event has occurred which, with the lapse of time or the delivery of notice or both, could become an
Event of Default with respect to any other Revenue Obligations then Outstanding, such Event of Default shall be
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deemed to apply solely to the related Revenue Obligations and Contracts and the provisions of the resolution shall
otherwise remain in full force and effect with respect to all other Revenue Obligations and related Contracts.

Remedies

Upon the occurrence of an Event of Default, the Trustee shall have the power to proceed with any right or remedy
available at law or in equity or by statute, as it may deem best, including any suit, action or special proceeding in
equity or at law for the collection of amounts due and to become due hereunder and under the Senior Lien Revenue
Bonds or the performance of any covenant or agreement contained in the applicable resolution or for the
enforcement of any proper legal or equitable remedy as the Trustee shall deem most effectual to protect the rights
aforesaid, insofar as such may be authorized by law. The rights specified in each resolution are to be cumulative to
all other available rights, remedies or powers.

Without limiting the foregoing, upon the request of the holders of not less than twenty-five percent (25%) of the
Outstanding Senior Lien Revenue Obligations, the Trustee shall, in addition to all other remedies and rights upon or
hereunder, have the right, by appropriate proceedings in any court of competent jurisdiction to obtain the
appointment of a receiver for the System, which receiver may enter upon and take possession of the System, operate
and maintain the System, fix rates and collect all revenues arising therefrom in his full a manner and to the same
extent as the Authority itself might do. The receiver shall deposit all moneys collected by him in a separate account
or accounts and shall dispose of such revenues in accordance with the terms and conditions of the resolutions
authorizing Senior Lien Revenue Obligations and the applicable resolution and as the court shall direct.

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

No waiver of any Event of Default hereunder, whether by the Trustee, any Credit Issuer, the Insurer or by the
Bondholders, shall extend to or affect any subsequent or other Event of Default, or impair any rights or remedies
consequent thereon.

Rights of Bondholders

Upon the occurrence of an Event of Default and if requested so to do by the Holders of more than fifty percent
(50%) in aggregate principal amount of the Senior Lien Revenue Obligations then Outstanding and if indemnified
for its costs and expenses, the Trustee, subject to the rights of Bondholders to direct proceedings in accordance with
the applicable resolution, shall be obligated to exercise such one or more of the rights and remedies conferred by the
applicable provisions of such resolution as the Trustee, being advised by counsel, deems most expedient in the
interests of the Bondholders.

Right of Bondholders to Direct Proceedings

Anything in a resolution to the contrary notwithstanding, the Holders of more than fifty percent (50%) in aggregate
principal amount of the Senior Lien Revenue Obligations then Outstanding under such resolution shall have the
right, at any time, by an instrument or instruments in writing executed and delivered to the Trustee, to direct (as
between such Bondholders and the Trustee) the time, method and place of conducting all proceedings otherwise
permitted to be taken in connection with the enforcement of the terms and conditions of such resolution, or for the
appointment of a receiver or any other proceedings under such resolution, provided the Trustee is indemnified as
provided in such resolution.

Remedies Cumulative
No remedy conferred upon or reserved to the holders of any Revenue Obligations is intended to be exclusive of any

other remedy or remedies, and each and every such remedy shall be cumulative and shall be in addition to every
other remedy given under the Resolution or now or hereafter existing at law or in equity or by statute.
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Waiver of Default

No delay or omission of any holder of any Revenue Obligations to exercise any right or power accruing upon any
Event of Default shall impair any such right or power or shall be construed to be a waiver of any such Event of
Default, or an acquiescence therein, and every power and remedy given by the Resolution to the holders of any
Revenue Obligations may be exercised from time to time and as often as may be deemed expedient.

Application of Moneys After Default

If an Event of Default occurs and shall not have been remedied, the Authority or a receiver appointed for the
purpose shall apply all Pledged Revenues in the following order:

€)) To the payment of the reasonable and proper expenses of the receiver and the Trustee under the
resolution, if related to a particular series and therefore to a particular category of Revenues, first from such category
and second from other categories of Revenues in amounts as determined by the receiver or the Trustee, and if not so
related to a particular series or category of Revenues, then from all Revenues as determined by the Receiver or the
Trustee;

(b) Within each category of Revenues, to the payment of all reasonable and necessary related
Operating Expenses;

(© Then, within each category of Revenues, to the payment of the interest and principal or
redemption price then due on the related Senior Lien Revenue Obligations and payments under related Contracts
(other than Termination Payments), as follows:

Q) Unless the principal of all the Senior Lien Revenue Obligations related to such category
of Revenues shall have become due and payable due to the maturity thereof, all such moneys shall be
applied as follows:

FIRST: to the payment to the persons entitled thereto of all installments of interest then due on the
Senior Lien Revenue Obligations and Hedge Payments then due if such Hedge Payments are on a parity
with Senior Lien Revenue Obligations, in the order of the maturity of such installments (with interest on
defaulted installments of interest at the rate or rates borne by the Senior Lien Revenue Obligations with
respect to which such interest is due, but only to the extent permitted by law), and, if the amount available
shall not be sufficient to pay in full any particular installment and such Hedge Payments, then to the
payment ratably, according to the amounts due on such installment and such Hedge Payments, to the
persons entitled thereto, without any discrimination or preference. If some of the Senior Lien Revenue
Obligations and Hedge Payments which have parity with Senior Lien Revenue Obligations bear interest
payable at different intervals or upon different dates and if at any time moneys from the Debt Service
Reserve Account securing such Revenue Obligations and Hedge Payments which have parity with Senior
Lien Revenue Obligations must be used to pay any such interest and Hedge Payments, the moneys in any
subaccount of the Debt Service Reserve Account shall be applied (to the extent necessary) to the payment
of all interest and Hedge Payments falling due on the dates upon which such interest and Hedge Payments
is payable to and including the date six months after the date of application of such moneys. After such
period, (1) moneys in any subaccount of the Debt Service Reserve Account securing such Revenue
Obligations plus any other moneys available in the Interest Account shall be set aside for the payment of
interest on Senior Lien Revenue Obligations of each class (a class consisting of all Senior Lien Revenue
Obligations payable as to interest on the same dates) pro rata among Senior Lien Revenue Obligations of
the various classes on a daily basis so that there shall accrue to each owner of a Senior Lien Revenue
Obligation throughout each Fiscal Year the same proportion of the total interest payable to such owner of a
Senior Lien Revenue Obligation as shall so accrue to every other owner of a Senior Lien Revenue
Obligation during such Fiscal Year., and (2) moneys in any subaccount of the Debt Service Reserve
Account securing Hedge Payments which have parity with Senior Lien Revenue Obligations plus any other
moneys available in the Hedge Payments Account shall be set aside for the payment of Hedge Payments
which have parity with Senior Lien Revenue Obligations of each class (a class consisting of all such Hedge
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Payments payable on the same dates) pro rata among such Hedge Payments of the various classes on a
daily basis so that there shall accrue to each person entitled to such a Hedge Payment throughout each
Fiscal Year the same proportion of the total Hedge Payments to such person entitled to such a Hedge
Payment as shall so accrue to every other person entitled to such a Hedge Payment during such Fiscal Year.
As to any Compound Interest Bond which is a Senior Lien Revenue Obligation, such interest shall accrue
on the Accreted Value of such Senior Lien Revenue Obligation and be set aside on a daily basis until the
next compounding date for such Senior Lien Revenue Obligations, whereupon it shall be paid to the owner
of such Senior Lien Revenue Obligation as interest on a defaulted obligation and only the unpaid portion of
such interest (if any) shall be treated as principal of such Senior Lien Revenue Obligation.

SECOND: to the payment to the persons entitled thereto of the unpaid principal of any of the
Senior Lien Revenue Obligations which shall have become due at maturity or upon mandatory redemption
prior to maturity (other than Senior Lien Revenue Obligations called for redemption for the payment of
which moneys are held), in the order of their due dates, with interest upon such Senior Lien Revenue
Obligations from the respective dates upon which they became due, and, if the amount available shall not
be sufficient to pay in full Senior Lien Revenue Obligations due on any particular date, together with such
interest, then to the payment first of such interest, ratably according to the amount of such interest due on
such date, and then to the payment of such principal, ratably according to the amount of such principal due
on such date, to the persons entitled thereto without any discrimination or preference. If some of the Senior
Lien Revenue Obligations mature (including mandatory redemption prior to maturity as a maturity) upon a
different date or dates and if at any time moneys from the Debt Service Reserve Account must be used to
pay any such principal falling due, the moneys in the Debt Service Reserve Account not required to pay
interest under paragraph first above shall be applied to the extent necessary to the payment of all principal
falling due prior to the date 12 months after the date of application of such moneys. After such period,
moneys in the Debt Service Reserve Account not required to pay interest plus any other moneys available
in the Principal Account shall be set aside for the payment of principal of Senior Lien Revenue Obligations
of each class (a class consisting of all Senior Lien Revenue Obligations payable as to principal on the same
date) pro rata among Senior Lien Revenue Obligations of the various classes which mature or must be
redeemed pursuant to mandatory redemption prior to maturity throughout each Fiscal Year in such
proportion of the total principal payable on each such Senior Lien Revenue Obligation as shall be equal
among all classes of Senior Lien Revenue Obligations maturity or subject to mandatory redemption within
such Fiscal Year.

THIRD: to the payment of the redemption premium on and the principal of any Senior Lien
Revenue Obligations called for optional redemption pursuant to their terms.

2 If the principal of all the Senior Lien Revenue Obligations shall have become due and
payable, all such moneys shall be applied

FIRST: to the payment of the principal and interest then due and unpaid upon the Senior Lien
Revenue Obligations, with interest thereon as aforesaid, and due and unpaid payments under related
Contracts (excluding Termination Payments) and due and unpaid payments under Loan Agreements other
than principal and interest (excluding Termination Payments), without preference or priority of principal
over interest or payments on Contracts and other payments on Loan Agreements (excluding Termination
Payments) or of interest over principal or payments on Contracts and other payments on Loan Agreements,
or of payments on Contracts (excluding Termination Payments) over principal or interest, or of any
installment of interest over any other installment of interest, or of any Senior Lien Revenue Obligation over
any other Senior Lien Revenue Obligations, or of any such payment under a Contract and other payments
on Loan Agreements (excluding Termination Payments) over any other such payment under a Contract and
other payments on Loan Agreements (excluding Termination Payments), ratably, according to the amounts
due respectively for principal, interest, and payments under Contracts and other payments on Loan
Agreements (excluding Termination Payments), to the persons entitled thereto without any discrimination
or preference, and

SECOND: to the payment of other obligations of the Authority, including Subordinate Lien
Obligations and Termination Payments, as may be provided in a Supplemental Resolution.
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Rights and Remedies Vested in Trustee

All rights of action and remedies under a resolution or under any of the Senior Lien Revenue Obligations may be
enforced by the Trustee without the possession of any of the Senior Lien Revenue Obligations or the production
thereof in any trial or other proceedings relating thereto and any such suit or proceeding instituted by the Trustee
shall be brought in its name as Trustee without the necessity of joining as plaintiffs or defendants any Holders of the
Senior Lien Revenue Obligations or any Credit Issuer, and any recovery of judgment shall, subject to the terms of
the applicable resolution, be for the equal benefit of the Holders of the Senior Lien Revenue Obligations issued
pursuant thereto, or any Credit Issuer as their interests appear.

Rights and Remedies of Bondholders

No Holder of any Senior Lien Revenue Obligation shall have any right to institute any suit, action or proceeding in
equity or law for the enforcement of the resolution pursuant to which such Senior Lien Revenue Obligation was
issued, for the execution of any trust hereof or for the appointment of a receiver or to enforce any other right or
remedy thereunder, unless (a) a Default has occurred of which the Trustee has been notified in the manner
prescribed, or of which it is deemed to have notice, (b) such Default shall have become an Event of Default and the
Holders of more than fifty percent (50%) in aggregate principal amount of Senior Lien Revenue Obligations issued
pursuant thereto and then outstanding shall have made written request to the Trustee and shall have offered
reasonable opportunity to the Trustee either to proceed to exercise the powers hereinbefore granted or to institute
such action, suit or proceeding in its own name, and (c) such Bondholders have offered to the Trustee indemnity as
provided in the applicable resolution and the Trustee shall thereafter fail or refuse to exercise the powers herein
before granted, or to institute such action, suit or proceeding in its own name. Such notification, request and offer of
indemnity are declared in every case at the option of the Trustee to be conditions precedent to the execution of the
powers and trusts of such resolution, and to any action or cause of action for the enforcement of such resolution, or
for the appointment of a receiver or for any other right or remedy under the applicable resolution; it being
understood and intended that no one or more Holders of the Senior Lien Revenue Obligations shall have any right in
any manner whatsoever to affect, disturb or prejudice the lien of a resolution by its, his or their action or to enforce
any right or remedy thereunder except in the manner provided in such resolution, and that all proceedings at law or
in equity shall be instituted, had and maintained in the manner therein provided and for the benefit, first, of the
Holders of all Senior Lien Revenue Obligations issued pursuant to such resolution and, second, of the Bank and the
Insurer. Nothing contained in a resolution shall, however, affect or impair the right of any Bondholder to enforce the
payment of the principal and redemption or purchase price of, and interest on, any Senior Lien Revenue Obligation
at and after the date such payment is due, or the obligation of the Authority or the Trustee to pay the principal and
redemption or purchase price of, and interest on, each of the Senior Lien Revenue Obligations issued thereunder to
the respective Holders thereof at the time, place, from the source and in the manner expressed in the Senior Lien
Revenue Obligations.

Termination of Proceedings

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

Waivers of Events of Default
The Trustee shall waive any Event of Default under the applicable resolution and its consequences upon receipt of
the written request of the Holders of more than fifty percent (50%) in aggregate principal amount of all Senior Lien

Revenue Obligations then Outstanding thereunder, provided, however, there shall not be waived:

(i any Event of Default pertaining to the payment of the principal or redemption price of any Senior
Lien Revenue Obligation at its maturity or Redemption Date; or
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(i) any Event of Default pertaining to the payment when due of the interest on any Senior Lien
Revenue Obligation unless prior to such waiver, all arrears of interest and all principal or redemption price payments
in respect of which such Event of Default shall have occurred, with interest thereon, (to the extent permitted by law)
for the period from the occurrence of such Event of Default until paid in full at a rate per annum equal to the interest
rate payable on the Senior Lien Revenue Obligations from time to time during such period in accordance with the
terms of the Senior Lien Revenue Obligations, and all expenses of the Trustee in connection; with such Event of
Default, shall have been paid or provided for, and in case of any such waiver, or in case any proceeding taken by the
Trustee on account of any such Event of Default shall have been discontinued or abandoned or for any reason, or
shall have been determined adversely to the Trustee, then and in every such case the Authority, the Trustee, any
Credit Issuer, the Insurer and the Bondholders shall be restored to their former positions and rights hereunder,
respectively, but no such waiver shall extend to or affect any subsequent or other Event of Default, or impair any
rights or remedies consequent thereon.

TRUSTEE
Acceptance of Duties

With respect to the Senior Lien Revenue Obligations issued hereunder, the Trustee by participating in the closing of
the initial series of Senior Lien Revenue Obligations, shall be deemed to have accepted the duties imposed upon it
hereby, and to have agreed to perform said duties, but only upon and subject to the following express terms and
conditions:

@) The Trustee, prior to the occurrence of an Event of Default and after the curing of all
Events of Default which may have occurred undertakes to perform such duties and only such duties as are
specifically set forth in the Resolution, and no implied agreements or obligations shall be read into the
Resolution against the Trustee. In case an Event of Default has occurred and is continuing, the Trustee
shall exercise such of the rights and powers vested in it by the Resolution and use the same degree of care
and skill in their exercise as a prudent corporate trustee would exercise or use under the circumstances.

(b) The Trustee may execute any of the trusts or powers hereof and perform any of its duties
by or through attorneys, agents, receivers or employees but shall be answerable for the conduct of the same
in accordance with the standard specified in subsection (a) above, and shall be entitled to advice of counsel
concerning all matters relating to its duties hereunder, and may in all cases pay reasonable compensation to
all such attorneys, agents, receivers and employees as may reasonably be employed in connection with the
trusts hereof. The Trustee may act upon the opinion or advice of any attorney (who may be the attorney or
attorneys for the Authority), approved by the Trustee in the exercise of reasonable care. The Trustee shall
not be responsible for any loss or damage resulting from any action or non-action in good faith in reliance
upon such opinion or advice.

(c) The Trustee shall not be responsible for any recital herein, or in the Senior Lien Revenue
Obligations (except with respect to the authentication certificate of the Trustee endorsed on the Senior Lien
Revenue Obligations), or for the recording or rerecording, filing or re-filing of the Resolution or any other
document, or for the validity of the execution or approval hereof by the Authority or of any supplements
hereto or instruments of further assurance, or for the sufficiency of the security for the Senior Lien Revenue
Obligations, or for the value of or title in and to the Pledged Revenues or any part of the Pledged Revenues
or otherwise as to the maintenance of the security hereof, and the Trustee shall not be bound to ascertain or
inquire as to the performance or observance of any agreements or conditions on the part of the Authority
except as hereinafter set forth.

(d) Except to the extent herein specifically provided, the Trustee shall not be accountable for
the use of the proceeds of any of the Senior Lien Revenue Obligations. The Trustee, in its individual
capacity, may in good faith buy, sell, own, hold or deal in any of the Revenue Obligations issued
hereunder, and may join in any action which any Bondholder may be entitled to take with like effect as if
such Person did not act in any capacity hereunder. The Trustee, in its individual capacity, either as
principal or agent, may also engage in or be interested in any financial or other transaction with any Credit
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Issuer, and may act as depository, paying agent or agent for any committee or body of Bondholders in
connection with any other resolution or similar agreement to which the Authority or any Credit Issuer is a
party and hold any bonds secured thereby or other obligations of the Authority as freely as if such Person
did not act in any capacity hereunder.

(e) Except as is otherwise provided in subsection (a) above:

(1 The Trustee shall be protected in acting upon opinions of Counsel and upon any
notice, request, consent, certificate, order, affidavit, letter, telegram or other paper or document
believed to be genuine and correct and to have been signed or sent by the proper Person or
Persons. Any action taken by the Trustee, pursuant hereto upon the request, authority or consent
of the Bond Registrar acting at the direction of any Person who at the time of making such request
or giving such authority or consent is the Holder of any Senior Lien Revenue Obligation, shall be
conclusive and binding upon all future Holders of the same Senior Lien Revenue Obligation and
upon Senior Lien Revenue Obligations issued in exchange therefor or in place thereof. The
Trustee may conclusively rely upon a certificate furnished by any Credit Issuer as to amounts
owing with respect to any Credit Facility.

(i) As to the existence or non-existence of any fact or as to the sufficiency or
validity of any instrument, paper or proceeding, the Trustee shall be entitled to rely upon a
certificate or the Authority as sufficient evidence of the facts therein contained and prior to the
occurrence of an Event of Default of which the Trustee has been notified as provided in subsection
(e)(iv) of this Section, or of which by said subsection it is deemed to have notice, shall also be at
liberty to accept a similar certificate to the effect that any particular dealing, transaction or action
is necessary or expedient, but may at its discretion secure such further evidence deemed necessary
or advisable, but shall in no case be bound to secure the same. The Trustee may accept a
certificate of the Authority to the effect that a resolution in the form therein set forth has been
adopted as conclusive evidence that such resolution has been adopted and is in full force and
effect.

(iii) The right of the Trustee to do things enumerated herein shall not be construed as
a duty and the Trustee shall not be answerable for other than its gross negligence or willful
misconduct.

(iv) Unless a Responsible Officer of the Trustee shall be specifically notified in
writing of an Event of Default by the Authority, any Credit Issuer or by the Holders of more than
fifty percent (50%) in aggregate principal amount of Outstanding Senior Lien Revenue
Obligations, the Trustee shall not be required to take notice or be deemed to have notice of any
Default hereunder except failure to pay the principal or redemption price of or interest on the
Senior Lien Revenue Obligations when due. All notices or other instruments required to be
delivered to the Trustee must, in order to be effective, be delivered at the principal corporate trust
office of the Trustee, and in the absence of such notice so delivered the Trustee may conclusively
assume there is no Default except as aforesaid. In the event that any payment referred to above is
not paid when due, the Trustee shall give Immediate Notice to the Authority and any Credit Issuer
that such payment has not been made and shall immediately confirm such notice by registered or
certified mail to the Authority and any Credit Issuer.

()] The Trustee shall not be required to give any bond or surety in respect of the execution of
the said trusts and powers or otherwise in respect of the premises.

(9) Notwithstanding anything elsewhere herein contained, the Trustee shall have the right,
but shall not be required, to demand, in respect of the authentication of any Senior Lien Revenue
Obligations, the taking of any action reasonably within the purview hereof, as a condition of such action by
the Trustee.
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(h) Before taking any action hereunder (other than acting on a Credit Facility) at the request
or direction of any Bondholder, the Trustee may require that satisfactory security or indemnity be furnished
by the Holders of the Senior Lien Revenue Obligations for the reimbursement of all expenses to which it
may be put and to protect it against all liability, except liability which is adjudicated to have resulted from
the gross negligence or willful misconduct of the Trustee, by reason of any action so taken.

(i) All moneys received by the Trustee or the Bond Registrar for the Senior Lien Revenue
Obligations shall, until used or applied or invested as herein provided, be held in trust for the purposes for
which they were received but need not be segregated from other funds except to the extent required herein
or by law.

()] No provision of the Resolution shall require the Trustee to expend or risk its own funds
or otherwise incur any financial liability in the performance of any of its duties hereunder, or in the exercise
of any of its rights or powers, if it shall have reasonable grounds for believing that repayment of such funds
or adequate security or indemnity against such risk or liability is not reasonably assured to it.

(9] The Trustee shall be entitled to pay any amount to a Credit Issuer required hereunder
upon written notice from the Credit Issuer that such amount is due and owed by the Authority to the Credit
Issuer pursuant to the Resolution, a Credit Facility or other related documents, and the Trustee shall have
no obligation to determine whether such amount is in fact owed to the Credit Issuer.

Fees, Charges and Expenses of Trustee

The Authority shall pay and/or reimburse the Trustee reasonable compensation for its Ordinary Services rendered
hereunder.

Notice by Trustee and Authority

@) If a Default occurs of which the Trustee is required by the Resolution to take notice or if
notice of a Default be given as in the Resolution provided, then the Trustee shall give written notice thereof
by first-class mail, postage prepaid, to any Credit Issuer, the Authority and the Holders of all Senior Lien
Revenue Obligations then Outstanding of the applicable series.

(b) At any time that any series of Senior Lien Revenue Obligations are rated by a Rating
Agency or the Authority, shall promptly give notice to such Rating Agency, at such address as the Rating
Agency shall have furnished to the Authority of:

0] any change in the identity of the Trustee,
(i) any amendments or supplements of the Resolution or the Senior Lien Revenue
Obligations,

(iii) any redemption of all the Senior Lien Revenue Obligations or any mandatory
purchase of all the Senior Lien Revenue Obligations,

(iv) any amendment, renewal, substitution, termination or expiration of any Credit
Facility; and

(v) any other information that the Rating Agency may reasonably request.

Successor Trustee

Any corporation or association into which the Trustee may be converted or merged, or with which it may be
consolidated, or to which it may sell or transfer its trust business and assets as a whole or substantially as a whole, or
any corporation or association resulting from any such conversion, merger, consolidation, sale or transfer to which it
is a party, ipso facto, shall be and become successor Trustee hereunder and vested with all the trusts, powers of
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discretions, immunities, privileges and all other matters as was its predecessor, without the execution or filing of any
instrument or any further act, deed or conveyance on the part of any Person, anything herein to the contrary
notwithstanding.

Resignation by the Trustee

The Trustee and any successor Trustee may at any time resign from the trusts hereby created by giving written
notice by first-class mail, postage prepaid, to the Authority, any Credit Issuer and to each Bondholder, but such
resignation shall take effect only upon the appointment of a successor Trustee; provided, however, that if a successor
Trustee shall not have been appointed within 30 days from the date of such notice of resignation, the resigning
Trustee may petition any court of competent jurisdiction for the appointment of a successor Trustee.

Removal of the Trustee

The Trustee may be removed at any time, by an instrument or concurrent instruments in writing delivered to the
Trustee and to the Authority and any Credit Issuer, and signed by the Authority or the Holders of more than fifty
percent (50%) in aggregate principal amount of the outstanding Senior Lien Revenue Obligations; provided,
however, that such removal shall take effect only upon the appointment of a successor Trustee as provided in the
Resolution and provided further if the removal is by the Authority, that there shall not then exist an Event of Default
under the Resolution.

Appointment of Successor Trustee; Temporary Trustee

If the Trustee shall resign, be removed, be dissolved, be in course of dissolution or liquidation, or shall otherwise
become incapable of acting hereunder or in case it shall be taken under the control of any public officer, officers or a
receiver appointed by a court, a successor may be appointed by the Authority (if no Event of Default has occurred
and is continuing) or by the Holders of more than fifty percent (50%) of the principal amount of the Outstanding
Senior Lien Revenue Obligations (if an Event of Default has occurred and is continuing), by an instrument or
concurrent instruments in writing signed by such Holders, or by their attorneys-in-fact, duly authorized; provided,
nevertheless, that in case of such event pursuant to which the Holders are entitled to appoint a successor, the
Authority shall appoint a temporary Trustee to serve until a successor Trustee shall be appointed, and any such
temporary Trustee shall immediately and without further act be superseded by the Trustee so appointed by such
Bondholders. Every such Trustee appointed pursuant to the provisions of this paragraph shall be, if there be such an
institution willing, qualified and able to accept the trusts upon reasonable and customary terms in good standing, a
bank or trust company having a combined capital surplus and undivided profits of not less than $25,000,000.

Concerning Any Successor Trustee

Every successor Trustee appointed hereunder shall execute, acknowledge and deliver to its predecessor and also to
the Authority, any Credit Issuer and each Bondholder an instrument in writing accepting such appointment
hereunder and specifying its principal corporate trust office for the purpose of the Resolution, and thereupon such
successor, without any further act, deed or conveyance, shall become fully vested with all the estates, properties,
rights, powers, trusts, duties and obligations of its predecessor; but such predecessor shall, nevertheless, on the
written request of the Authority, or of its successor, execute and deliver an instrument transferring to such successor
Trustee all the estates, properties, rights, powers and trusts of such predecessor hereunder; and every predecessor
Trustee shall deliver all securities and moneys held by it as Trustee hereunder to its successor. Should any
instrument in writing from the Authority be required by any successor Trustee in order to more fully and certainly
vest in such successor the estates, properties, rights, powers and trusts hereby vested or intended to be vested in the
predecessor any and all such instruments in writing shall, on request, be executed, acknowledged and delivered by
the Authority. The resignation of any Trustee and the instrument or instruments removing any Trustee and
appointing a successor hereunder, together with all other instruments provided for in this paragraph, shall be filed
and/or recorded by the successor Trustee wherever required by applicable law or to continue the perfection of any
lien or security interest created hereby.
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Co-Trustee

(@) In the event the Trustee determines at any time that it is necessary or desirable to appoint one or more co-trustees
to exercise any of the rights, powers or remedies granted to the Trustee hereunder, the Trustee, with the consent of
the Authority as long as an Event of Default has not occurred, may appoint an additional Person or additional
Persons to act as co-trustee or co-trustees hereunder by executing an instrument of appointment for each such co-
trustee and by delivering such instrument of appointment to the co-trustee so appointed, the Authority. Any such
instrument of appointment shall confer such rights, powers, duties and obligations hereunder as the Trustee may
deem necessary or desirable upon the co-trustee as joint tenant (or, if required by applicable law, as tenant-in-
common) with the Trustee, except to the extent that, under applicable law, the Trustee is incompetent or unqualified
to exercise any of such rights, powers, duties and obligations, then such rights, powers, duties and obligations may
be conferred upon, and be exercised and performed solely by, the co-trustee so appointed. If any written instrument
shall be requested from the Authority by the co-trustee so appointed to more fully and certainly vest in such co-
trustee such rights, powers, duties and obligations, such instrument or instruments shall be executed, acknowledged
and delivered by the Authority.

(b) The Trustee, at any time by an instrument in writing delivered to a co-trustee and the Authority, may, with or
without cause, remove such co-trustee. In the event any co-trustee shall become incapable of acting, shall resign, or
shall be removed, all the properties, rights, powers, duties and obligations of such co-trustee, so far as permitted by
law, shall vest in and be exercised by the Trustee until the appointment by the Trustee of a successor to such co-
trustee.

Paying Agent

The Authority hereby appoints the Trustee as the Paying Agent and, in addition, may designate separate and
additional paying agents to undertake any portion of the duties and obligations of the Paying Agent hereunder. If
any Paying Agent other than the Trustee is designated hereunder, the Trustee will make payments to such Paying
Agent, with the funds provided for in the Resolution, sufficient to make timely payments of principal, premium and
interest on the Revenue Obligations. Any Paying Agent shall designate to the Authority, the Trustee, any Credit
Issuer and each Bondholder the principal office of the Paying Agent and, except for the Trustee, signify its
acceptance of the duties and obligations imposed upon it hereunder by a written instrument of acceptance delivered
to the Authority and the Trustee under which such Paying Agent will agree, if applicable:

@) to hold all sums held by it for the payment of the principal of, premium, if any, purchase price or interest on
the Revenue Obligations in trust for the benefit of Bondholders until such sums shall be paid to such Bondholders or
otherwise disposed of as herein provided;

(b) to keep such books and records as shall be consistent with prudent industry practice, to make such books
and records available for inspection by the Authority and the Trustee at all reasonable times; and

(c) upon the request of the Trustee, to forthwith deliver to the Trustee all sums so held in trust by it.

The Authority shall cooperate with the Trustee and the Paying Agent to cause the necessary arrangements to be
made and to be thereafter continued whereby funds derived from the sources specified herein will be made available
to the Paying Agent for the payment when due of the principal of, premium, if any, and interest on the Revenue
Obligations, or for the payment of the purchase price of the Revenue Obligations.

DEFEASANCE

Provision for Payment

Except as otherwise set forth in the Supplemental Resolution authorizing Revenue Obligations, all or any portion of
the Revenue Obligations for the payment, prepayment or redemption of which sufficient moneys or sufficient

Defeasance Obligations shall have been deposited with the Trustee or an escrow agent selected by the Authority
(whether upon or prior to the maturity or the redemption date of such Revenue Obligations) shall be deemed to be
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paid and no longer Outstanding under the Resolution; provided, however, that if such Revenue Obligations are to be
redeemed prior to the maturity thereof, notice of such redemption shall have been duly given as provided in the
Resolution or firm and irrevocable arrangements shall have been made for the giving of such notice. Defeasance
Obligations shall be considered sufficient for purposes of this section only: (i) if such Defeasance Obligations are
not callable by the issuer of the Defeasance Obligations prior to their stated maturity, and (ii) if such Defeasance
Obligations fall due and bear interest in such amounts and at such times as will assure sufficient cash (whether or
not such Defeasance Obligations are redeemed by the Authority pursuant to any right of redemption) to pay
currently maturing interest and to pay principal and redemption premiums, if any, when due on the Revenue
Obligations without rendering the interest on any Tax-Exempt Bonds includable in gross income of any owner
thereof for federal income tax purposes.

The Authority may at any time surrender to the Bond Registrar for cancellation by it any Bonds previously
authenticated and delivered under the Resolution which the Authority may have acquired in any manner whatsoever.
All such Bonds, upon such surrender and cancellation, shall be deemed to be paid and retired.

Release of Pledge

If all Revenue Obligations and obligations secured by a lien on a category of Revenues have been paid or provision
for payment thereof made pursuant to the Resolution and the related Supplemental Resolution, then at the option of
the Authority, the terms and provisions of the Resolution relating solely to such category of Revenues may be
determined as void and of no further force or effect; provided the other terms and provisions of the Resolution shall
remain in effect until the election of the Authority, after payment or provision for payment of all Revenue
Obligations and obligations secured by a lien created pursuant to the Resolution on any Revenues.

SUPPLEMENTAL RESOLUTIONS
Supplemental Resolutions Not Requiring Consent of Bondholders

The Authority may adopt one or more Supplemental Resolutions which thereafter shall form a part of the prior
applicable resolutions, for the following purposes:

€)] to add to the covenants and agreements in the Resolution other covenants and agreements
thereafter to be observed or to surrender, restrict, or limit any right or power reserved in such Resolution to
or conferred upon the Authority (including but not limited to the right to issue Additional Obligations);

(b) to make such provisions for the purpose of curing any ambiguity, or of curing, correcting,
or supplementing any defective provision contained in the Resolution;

(© to subject to the lien and pledge of the Resolution additional revenues, receipts,
properties, or other collateral;

(d) to evidence the appointment of successors to the Trustee;

(e) to modify, amend, or supplement the Resolution in such manner as to permit the
qualification of the Resolution under the Trust Indenture Act of 1939 or any federal statute hereinafter in
effect, and similarly to add to the Resolution such other terms, conditions, and provisions as may be
permitted or required by such Trust Indenture Act of 1939 or any similar federal statute;

(f to make any modification or amendment of the Resolution required in order to make any
Revenue Obligations eligible for acceptance by DTC or any similar holding institution or to permit the
issuance of any Revenue Obligations or interests therein in book-entry form;

(9) to modify any of the provisions of the Resolution in any respect if such modification shall

not become effective until after all the Outstanding Revenue Obligations immediately prior to the effective
date of such Supplemental Resolution shall cease to be Outstanding and if any Revenue Obligations issued
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contemporaneously with or after the effective date of such Supplemental Resolution shall contain a specific
reference to the modifications contained in such subsequent proceedings;

(h) to modify the provisions of the Resolution with respect to the disposition of any moneys
remaining in the Project Fund upon the completion of any Project or to revise, enlarge or reduce the
definition or description of any particular Project;

(1 to create additional subaccounts or to abolish any subaccounts within any account;

()] to modify the Resolution to permit the qualification of any Revenue Obligations for offer
or sale under the securities laws of any state in the United States of America;

(K) to modify the Resolution in connection with the issuance of Additional Obligations or
Subordinate Lien Obligations permitted to be issued under the Resolution prior to such modification, and
such modification may deal with any subjects and make any provisions relating to the Additional
Obligations, Subordinate Lien Obligations which the Authority deems necessary or desirable for that
purpose; provided that no such modification shall have a material adverse effect upon the security for the
Obligations other than that implicit in the authorization of Additional Obligations and shall not affect the
restrictions applicable to the issuance of Additional Obligations;

M to make such modifications in the provisions of the Resolution as may be deemed
necessary by the Authority to accommodate the issuance of Revenue Obligations which (i) are Compound
Interest Senior Lien Revenue Obligations (including, but not limited to, provisions for determining the
Debt Service Requirement for such Compound Interest Senior Lien Revenue Obligations and for treatment
of Accreted Value in making such determination) or (ii) bear interest at a Variable Rate;

(m) to make such modifications as are necessary to permit the combination of the System
with the other utility systems operated by the Authority for purposes of collecting and accounting for
revenues; or

(n) to modify any of the provisions of the Resolution in any respect (other than a
modification requiring the unanimous written consent of the holders); provided that for (i) any Outstanding
Revenue Obligations which are assigned a Rating and which are not secured by a Credit Facility providing
for the payment of the full amount of principal and interest to be paid thereon, each Rating Agency shall
have given written notification to the Authority that such modification will not cause the then applicable
Rating on any Revenue Obligations to be reduced or withdrawn, and (ii) any Outstanding Revenue
Obligations which are secured by Credit Facilities providing for the payment of the full amount of the
principal and interest to be paid thereon, each Credit Issuer shall have consented in writing to such
modification.

Any Supplemental Resolution authorized by the provisions above may be adopted by the Authority without
the consent of or notice to the owners of any of the Revenue Obligations (except as otherwise set forth in such
Supplemental Resolution) at the time Outstanding. Any such Supplemental Resolution may modify the provisions
of the Resolution in such a manner, and to such extent and containing such provisions, as the Authority may deem
necessary or desirable to effect any of the purposes stated above. As used above, the term "modify" shall mean
"modify, amend, or supplement” and the term "modification" shall mean "modification, amendment, or
supplement.” Modifications to any Loan Agreement shall also be made only in conformance with any additional
provisions required by such Loan Agreement. The Authority may agree in any Supplemental Resolution authorizing
Revenue Obligations not to exercise its right to modify the Resolution pursuant to any of the provisions above
without the consent of a requisite number of holders of the Revenue Obligations being issued.

Supplemental Resolutions Requiring Consent of Bondholders
With the consent of the owners of not less than a majority in aggregate principal amount of the Outstanding Revenue

Obligations of each class (senior and subordinate), voting separately by class, of each series of Revenue Obligations
related to an affected category of Revenues or related Revenue Obligations, the Authority may from time to time
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and at any time adopt a Supplemental Resolution for the purpose of adding any provisions to or changing in any
manner or eliminating any of the provisions of the Resolution or of any Supplemental Resolution; provided,
however, that no such Supplemental Resolution shall: (a) extend the maturity date or due date of any mandatory
sinking fund redemption with respect to any Revenue Obligations Outstanding under the Resolution; (b) reduce or
extend the time for payment of principal of, redemption premium, or interest on any Revenue Obligations
Outstanding under the Resolution; (c) reduce any premium payable upon the redemption of any Revenue
Obligations under the Resolution or advance the date upon which any Revenue Obligations may first be called for
redemption prior to its stated maturity date; (d) give to any Revenue Obligation or Revenue Obligations (or related
Contracts) a preference over any other Revenue Obligation or Revenue Obligations (or related Contracts) not
already permitted by the Resolution; (e) permit the creation of any lien or any other encumbrance on the Pledged
Revenues having a lien equal to or prior to the lien created under the Resolution for the Senior Lien Revenue
Obligations; (f) reduce the percentage of owners of Revenue Obligations required to approve any such Supplemental
Resolution; or (g) deprive the owners of the Revenue Obligations of the right to payment of the Revenue
Obligations or from the Pledged Revenues, without, in each case, the consent of the owners of all the Revenue
Obligations then Outstanding of the category of Revenue Obligations affected thereby. No amendment may be made
which affects the rights or duties of any Credit Issuer securing any of the Revenue Obligations or any Qualified
Hedge Provider under any Hedge Agreement without its written consent.

Insurer is Deemed Holder

Any provision of the Resolution granting or expressly recognizing rights to the Insurer may not be
amended without the written consent of the Insurer. The Insurer's consent shall be required, in addition to the
consent of the holders of the Senior Lien Revenue Obligations, for any supplemental resolution, any other
amendment to the Resolution or any action that requires the consent of the owners of the Senior Lien Revenue
Obligations. Upon the occurrence and continuance of an Event of Default under the Resolution, the Insurer shall be
entitled to control and direct the enforcement of all rights and remedies granted to owners of the Senior Lien
Revenue Obligations or to the Trustee. If at any time the maturity of the Senior Lien Revenue Obligations may be
accelerated pursuant to the terms of the Resolution, the maturity of Senior Lien Revenue Obligations insured by the
Insurer shall not be accelerated without the consent of the Insurer. If the Insurer defaults in its payment obligations
under the Insurance Policy and such default is continuing, the Insurer shall not be entitled to exercise any rights or to
otherwise demand any right to consent to or direct any action under the Resolution.

Amounts paid by the Insurer under the Insurance Policy shall not be deemed paid and shall remain
Outstanding and continue to be due and owing until paid by the Authority in accordance with the Resolution. The
Insurer shall, to the extent it makes any payment of principal of or interest on the Senior Lien Revenue Obligations,
become subrogated to the rights of the recipients of such payments in accordance with the terms of the Insurance
Policy. No Resolution shall be discharged unless all amounts due or to become due to the Insurer with respect to the
Senior Lien Revenue Obligations issued pursuant thereto have been paid, in full or duly provided for.

Resolution a Contract

The provisions of the Resolution constitute a contract between the Authority and the registered owners of the Senior
Lien Revenue Obligations and after the issuance of such Senior Lien Revenue Obligations, no change, variation or
alteration of any kind in the provisions of such resolution shall be made in any manner until such time as such
Senior Lien Revenue Obligations and interest due thereon shall have been paid in full except as permitted in such
resolution.
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APPENDIX B

GENERAL AND FINANCIAL INFORMATION
ON THE JACKSON ENERGY AUTHORITY
WASTEWATER SYSTEM

History and Organization

The Jackson Energy Authority (the “Authority”) was chartered in 2001 as a governmental authority
and public corporation pursuant to Chapter No. 55 of the Tennessee Private Acts of 2001, cited as the
Jackson Energy Authority Act. The Authority was created as a separate legal entity for the purpose of, but
not limited to, the planning, acquiring, constructing, improving, furnishing, equipping, financing, owning,
operating, and maintaining electric, gas, water, wastewater, and telecommunications utilities systems within
or outside the corporate limits of the City of Jackson, Tennessee. The Authority was formed as the successor
to the Jackson Utility Division, a municipal utility that was chartered in 1959 to provide electric, gas, water
and wastewater services. The Wastewater Division (the “System”) was originally created by the City of
Jackson in 1890 when the City of Jackson passed a wastewater ordinance requiring residents to connect to
the public sewage system. The Authority is an independently chartered entity, separate from the City of
Jackson.

Service Area

The Authority supplies electric, gas, water, wastewater, cable, internet, and telephone service in the
City of Jackson and portions of Madison County. Although each system’s service area differs in size, the
combined service area of all utilities covers approximately 75% of the county. The Wastewater System
serves over 29,800 customers within the City of Jackson and certain outlying areas.

Management

The Authority is governed, pursuant to the provisions of its private act, by a Board of Directors
appointed by the City Council of the City of Jackson. The members of the Board serve staggered terms of
five years each. The Board elects a Chair and a Vice Chair annually, whose terms begin July 1 of each
year. The Authority’s Board employs a President/CEO to oversee all of the operations of the Authority.
James F. Ferrell was appointed by the Board as President/CEO in April 2011.

The Board of Directors
The present members of the Board and their terms of office are as follows:

Monte Jones, Chair, was appointed to the Authority’s Board of Directors in February 2013.
Reappointed in 2017, his current term expires June 30, 2022. Mr. Jones is the Community President of
Commercial Bank and Trust Company, in Jackson, TN. He has 30 years of banking experience, including
prior positions as the West Tennessee Community President and Retail Banking Executive for Regions
Bank in Jackson. He currently serves on the boards of the City of Jackson Community Redevelopment
Agency, the Jackson Chamber of Commerce, the Jackson Arts Council, and the Jackson Revenue Finance
Corporation.

Pam Finney, Vice-Chair, was appointed to the Authority’s Board of Directors in 2010. She was
reappointed by the City Council in 2015 and 2020, and her current term of office expires on June 30,
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2025. Mrs. Finney was employed by the Jackson-Madison County School System for nearly 40 years, as
both a teacher and an administrator. She served as the Assistant Superintendent for Curriculum and
Instruction for the 15 years prior to her retirement. Mrs. Finney was a member of the Old Hickory Rotary
Club for many years and remains very active in the Jackson community.

Howard Bond was appointed to the Authority’s Board of Directors in 2006. He was reappointed
in 2008, 2013, and 2018. His current term of office expires on June 30, 2023. Mr. Bond has been an
Insurance and Financial Services Representative with State Farm Insurance for over 25 years. He is a
Registered Representative with a license to sell Securities and is also a Certified Banker. He currently
serves on the Health, Education and Housing Facilities Board of the City of Jackson.

Dennis Henderson was appointed to the Authority’s Board of Directors in 2016 and reappointed
in 2019. His current term of office expires on June 30, 2024. He served as President/CEO of TLM
Associates, an architecture and engineering firm based in Jackson, for more than 20 years until his
retirement in 2015. He remains active in the community and currently serves on the CORP (Children on
the Right Path) Board of Directors.

Dr. Logan Hampton was appointed to the Authority’s Board of Directors in 2017, and his term of
office expires on June 30, 2021. Dr. Hampton was named the 10th President of Lane College in Jackson,
TN, in June of 2014. Active in the college, community and church, Dr. Hampton serves on the Board of
Directors for National Association of Independent Colleges and Universities (NAICU), the General
Connectional Board of the Christian Methodist Episcopal Church and the West Tennessee Healthcare
Foundation. Dr. Hampton is an ordained elder and served twenty-four years as a pastor in the Arkansas
Region of the First Episcopal District.

Officers
The following are officers of the Authority:

James (Jim) F. Ferrell, President and Chief Executive Officer, is responsible for overseeing the
day-to-day operations of the Authority’s electric, gas, water, wastewater, and telecommunications
divisions. Mr. Ferrell was appointed as President/CEO of the Jackson Energy Authority in April 2011. He
was previously the Chief Operating Officer and the Senior Vice President of the Authority’s Electric
Division. In addition, Mr. Ferrell has served the company as Project Engineer, Electric System Engineer,
Supervisor of Operations, and Vice President of Operations. He is a graduate of the University of Tennessee
with a B. S. in Electrical Engineering and earned his MBA from the University of Tennessee at Martin. He
is a Registered Professional Engineer. Mr. Ferrell is currently Chairman of the Board of The Tennergy
Corporation, a subsidiary of Jackson Energy Authority and other utilities, which provides energy
acquisition services to its clients. He has served on various industry-related committees of the American
Public Power Association, the Seven States Power Corporation, the Tennessee Valley Public Power
Association, the Tennessee Municipal Electric Power Association, the Western District Managers
Association, and the West Tennessee Industrial Association.

Nancy Nanney, Senior Vice President and Chief Financial Officer, is responsible for the
financial oversight of the Authority. Mrs. Nanney has served in this position since 2006. Previously, Mrs.
Nanney held the position of Vice President and Chief Financial Officer for The Tennergy Corporation. She
has also served as Controller for Trinity Christian Academy. Mrs. Nanney received a Bachelor of Science
Degree in Accounting from the University of Tennessee and a Master of Business Administration degree
from the University of Memphis. Mrs. Nanney currently serves on a number of boards and is a member of
various utility organizations.
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Stephen (Steve) B. Raper, Senior Vice President, Water and Wastewater Divisions, is
responsible for the operation and expansion of the Water and Wastewater Divisions. He has served as the
Senior Vice President of the Water and Wastewater Divisions since 2006. With almost 30 years of
experience with the Authority, he has served several areas including Water & Wastewater Project Engineer,
W & WW Superintendent, Manager of Purchasing & Stores, Manager of Distribution, and VP of Customer
Service and VP of Business Development. Mr. Raper earned a Bachelor of Science Degree in Engineering
Technology from the University of Tennessee and attended the Fogelman College of Business and
Economics at the University of Memphis. He holds Operator licenses for both Water and Wastewater
Systems for the State of Tennessee. He was appointed by Gov. Bill Haslam in 2016 to the Tennessee
Underground Utility Damage Enforcement Board. He has served as Chairman of the Tennessee Gas
Association’s Customer Service Committee, Chair of the American Public Power Association’s Customer
Accounting group, and is a current member of the Tennessee Industrial Development Council. He has also
served as President of the Jackson Downtown Development Council and on the Board of Directors and the
Executive Committee of the Chamber of Commerce.

Rowland Fisher, Assistant Senior Vice President, Water and Wastewater Divisions, oversees
the operation and expansion of the Water and Wastewater Divisions. He has over 28 years of service at the
Authority and has previously served as Water and Wastewater System Engineer, Vice President of
Customer Service, and Vice President of Engineering. Mr. Fisher is a registered professional engineer in
the State of TN and has Grade Il Water and Wastewater Operator state licenses. He earned his Bachelor of
Science degree in Civil Engineering from the University of Tennessee at Knoxville and his MBA from the
University of Tennessee at Martin. He is involved with many community projects and non-profits in the
Jackson area.

Teresa Cobb, General Counsel, is responsible for advising the Authority and staff concerning all
legal obligations and privileges, as well as performing other legal services for the Authority. She has served
as the Authority’s Legal Counsel since 2003. Prior to coming to the Authority, Ms. Cobb practiced in the
areas of Workers’ Compensation, Employment Litigation, Municipal Law and Rule 31 Mediation, in the
firm of Spragins, Barnett, and Cobb from 1991 until 2003. She is a graduate of the University of Memphis
and a graduate of the Cecil C. Humphreys School of Law. She is a member of the American, Tennessee,
and Jackson-Madison County Bar Associations and a member of the Jackson-Madison County Lawyers
Association for Women. Ms. Cobb served on the District 7, Tennessee Bar Examination Interview
Committee for four years.

Employee Relations

The Authority employs 365 full-time employees, with the Wastewater Division accounting for 63
full-time equivalent employees. Being a non-union organization, the Authority’s management places great
emphasis on its employee relations. Examples of this emphasis include the Employee Health Plan Benefits
Committee, the Retirement Plan Administrative Committee, and numerous training and education
programs. The Employee Health Plan Benefits Committee and the Retirement Plan Administrative
Committee were established to ensure open, two-way communication between management and
employees. These committees meet on a periodic basis to discuss important issues related to health benefits
and pension (or retirement).

The Authority provides numerous training opportunities for its employees. These opportunities
include monthly safety meetings, supervisory training, computer classes, customer service training, as well
as other specialized training courses. The Authority also funds a continuing education program which
allows employees to earn college credits toward a degree. The Authority offers career mapping and job
shadowing as well as apprenticeship programs. These training and education programs ensure a qualified
and capable work force.
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Insurance

The Authority maintains an all-risk property insurance policy with an aggregate blanket liability
limit of $200,000,000 and a $10,000 deductible. Liability limits are less and deductibles more for certain
types of losses. The Authority also maintains equipment breakdown coverage with an aggregate limit of
$50,000,000 and a $10,000 deductible.

As a Tennessee governmental authority and public corporation, the Authority has sovereign or
limited immunity from tort claims under the Tennessee Governmental Tort Liability Act (T.C.A. Title 29,
Chapter 20) which sets statutory caps on claims of injury or death due to the negligence of the Authority’s
employees. The statutory limits for bodily injury claims, including death, are $300,000 per person and
$700,000 per accident. The Tort Liability Act allows governmental entities to purchase insurance or to
self-insure for the Covered Claims.

The Authority maintains general liability insurance coverage of $750,000 aggregate, with a
$250,000 deductible. It also maintains excess general liability insurance coverage of $2,250,000 and
excess umbrella liability coverage of $5,000,000, with no separate deductible from general liability.
Other liability policies are maintained for pollution ($8,000,000 aggregate with a $100,000 deductible per
occurrence), and automobile liability coverage ($1,000,000 with no deductible). Public officials policies,
including employment practices liability and fiduciary liability, are maintained with coverages of
$5,000,000 each, a combined aggregate limit of $11,000,000 that includes $1,000,000 in additional
defense costs and retentions of $35,000 (except $25,000 for fiduciary liability).

The Authority maintains a workers’ compensation insurance policy providing statutory limits of
liability coverage with no deductible. The policy includes employer’s liability coverage with a
$1,000,000 limit of liability. In addition, the Authority carries other types of insurance typically carried
by similar businesses. Additional policies include commercial crime, cyber / media / breach response
coverage, business travel accident coverage, and directors’ public officials bonds.

Pension Plan — Defined Benefit

All of the Authority’s full-time employees hired prior to January 1, 2014, are participants in the
Jackson Energy Authority Retirement Plan (Plan). The retirement plan is a single-employer defined benefit
pension plan which is administered by the Jackson Energy Authority Retirement Plan Administrative
Committee. Aetna Life Insurance Company is the disbursing agent for benefits, and First Horizon Bank of
Memphis serves as Plan Trustee. Each eligible employee entered the plan on the first month following the
later of attainment of age twenty-one or the date he was credited with one year of service for vesting as an
eligible employee. Retirement Plan participation was frozen effective December 31, 2013.

The Plan provides for normal retirement at age sixty-five (65), early retirement after attainment of
age fifty-five (55) and completion of five years of vesting service, delayed retirement beyond normal
retirement age and disability retirement upon total and permanent disability after completion of five years
of vesting service. For participants hired on and after January 1, 2009, the early retirement age is age sixty
(60); additionally, there is a required contribution of 2% of each participant’s salary.

Upon the death of the participant, survivor benefits may be provided depending on the retirement
benefit chosen. The Plan provides an annuity for the surviving spouse of active participants. Article 8 of
the Plan document assigns the authority to establish and amend benefit provisions to the Authority’s Board
of Directors. The Plan issues a stand-alone financial report, which is audited by Alexander, Thompson,
Arnold, PLLC.
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The Authority currently engages Aon Hewitt to perform an annual actuarial study. The Authority
annually funds the actuarially required contribution. For the year ended June 30, 2020, the Authority’s
required contribution was $7.4 million, which includes 8.28% employee portion paid by the employer. In
addition to the required contribution, the Authority made a discretionary contribution of $1.5 million to the
Plan. Approximately 16% of the contribution amount is allocable to the Wastewater Division. The actuarial
study uses a discount rate of 7.25%, which will be reduced to 7.0% for FY 2021. The unfunded liability is
amortized using a flat dollar amortization over a closed, decreasing period. The current period as of July
1, 2020, is 21 years. Liability gains and losses are amortized over expected future service. Asset gains and
losses are amortized over five years. There are 241 active plan participants.

The following table shows the components of the Authority’s annual pension benefit cost for the
year ended June 30, the amount actually contributed to the plan, and the changes in the Authority’s net
pension obligation:

Schedule of Changes Net Pension Liability and Related Ratios

(All Divisions)
2018 2019 2020
Total Pension Liability
Service Cost $ 2,425,007 $ 2,661,358 $ 2,495,165
Interest Cost 11,341,447 12,589,204 13,292,605
Transfers (Tennergy) @ 7,468,091 - -
Changes of Benefit Terms - - -
Differences Between Expected and Actual Experience 1,451,527 490,277 62,477
Changes of Assumptions 1,530,055 4,196,883 4,222,221
Benefit Payments, Including Refunds of Member Contributions (6,941,247) (8,037,285) (8,553,361)
Net Change in Total Pension Liability 17,274,880 11,900,437 11,519,108
Total Pension Liability (Beginning) 155,877,650 173,152,530 185,052,967
Total Pension Liability (Ending) $ 173,152,530 $ 185,052,967 $ 196,572,075
Plan Fiduciary Net Position
Contributions - Employer $ 7,389,084 $ 14,642,435 $ 7,726,375
Contributions - 8.28% Member 1,548,157 1,586,282 1,291,435
Contributions - 2% Member 42,070 43,565 44,865
Net Investment Income 6,979,057 5,931,821 8,410,282
Benefit Payments, Including Refunds of Member Contributions (6,941,247) (8,037,285) (8,553,361)
Administrative Expense (85,435) (101,657) (101,926)
Transfers (Tennergy) 4,962,701 - -
Other - - -
Net Change in Plan Fiduciary Net Position 13,894,387 14,065,161 8,817,670
Plan Fiduciary Net Position (Beginning) 97,081,412 110,975,799 125,040,960
Plan Fiduciary Net Position (Ending) $ 110,975,799 $ 125,040,960 $ 133,858,630
The Authority's Net Pension Liability $ 62,176,731 $ 60,012,007 $ 62,713,445
Net Position as a % of Pension Liability 64.09% 67.57% 68.10%
Covered Employee Payroll $ 20,801,069 $ 21,336,221 $ 17,857,525
The Authority's Pension Liability as a % of Covered-Employee Payroll 298.91% 281.27% 351.19%

(MThe Authority absorbed the remaining employees of the Tennergy Corporation in 2018 and consequently inherited the assets and
liability of the Pension Plan, shown in the preceding chart as “Transfers (Tennergy)”.



While the Net Pension Liability remained fairly constant from 2018 to 2020, the Total Pension
Liability increased from $173 million to $197 million. Interest costs and assumption changes accounted
for the majority of the increase.

Pension Plan — Defined Contribution

In December 2013, the defined benefit Plan was closed to new participants. The Jackson Energy
Authority Matching Contribution Plan was established effective January 1, 2014 to provide certain benefits
for individuals hired or rehired as full-time employees after December 31, 2013. The Matching Plan is a
defined contribution plan under IRS Code Section 401(a) which provides for benefits based solely on the
amount contributed to each participant’s account and any income, expenses, gains or losses which may be
allocated to such account. The Plan is administered by the Jackson Energy Authority Retirement Plan
Administrative Committee and currently covers 129 active participants. Voya National Trust serves as Plan
Trustee.

Normal retirement age is age sixty-five (65). Upon the death of the participant, survivor benefits
may be provided depending on the retirement benefit chosen.

Each plan year, matching and discretionary contributions may be made by Jackson Energy
Authority at its sole discretion. Contribution levels are established and may be amended by the Jackson
Energy Authority Board of Directors pursuant to the plan document. For the 2020 plan year, the matching
contribution will be equal to one hundred percent (100%) of an eligible participant’s salary deferral, not to
exceed four percent (4%) of compensation, made to the Jackson Energy Authority Deferred Compensation
Plan. Forthe 2020 plan year, the discretionary contribution will be a percentage of the eligible participant’s
compensation based on the participant’s periods of credited service. For periods less than 5 years, the
discretionary contribution will be two percent (2%) of compensation; for periods of 5-9 years the
discretionary contribution will be three percent (3%); and for periods of 10 years or more the discretionary
contribution will be four percent (4%).

For the year ending 2020, the Authority recognized $370,449 in pension expense related to the
discretionary and matching provisions outlined in the defined contribution plan.

Other Post-Employment Benefits

In addition to providing pension benefits, the Authority provides certain medical, dental, and life
insurance benefits for retired employees. By Board resolution, the Authority established the Voluntary
Employees Beneficiary Association Trust (VEBAT) in 2008, with a private trust company as the trustee.
The trust was established to allow the Authority to fund these Other Post-Employment Benefits (OPEB)
costs associated with retiree health benefits and life insurance.

The Authority has an actuarial valuation report prepared annually to determine the annual OPEB
cost. This cost is calculated based on the annual required contribution, determined in accordance with the
parameters of GASB Statement 45. A discount rate of 5.75 percent was used in the calculations. The
annual required contribution represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial liabilities over a period not to exceed
thirty (30) years. The unfunded liability is amortized as a level percent of pay over a closed, decreasing
period. The current period as of July 1, 2020 is 17 years. Approximately 16% of the annual OPEB cost is
allocable to the Wastewater Division.
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The following table shows the components of the Authority’s annual OPEB cost for the year ended
June 30, the amount actually contributed to the plan, and changes in the Authority’s net OPEB obligation:

Schedule of Changes Net OPEB L.iability and Related Ratios

Total OPEB Liability
Service Cost
Interest Cost
Changes of Benefit Terms
Differences Between Expected and Actual Experience
Changes of Assumptions
Benefit Payments

Transfers (Tennergy) @
Net Change in Total OPEB Liability
Total OPEB Liability (Beginning)

Total OPEB Liability (Ending)

Plan Fiduciary Net Position
Contributions - Employer
Contributions - Retirees
Net Investment Income
Gross Benefit Payments
Administrative Expense
Transfers (Tennergy)
Other
Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position (Beginning)
Plan Fiduciary Net Position (Ending)

The Authority's Net OPEB Liability
Net Position as a % of OPEB Liability
Covered Employee Payroll

Net OPEB Liability as a % of Covered-Employee Payroll

(All Divisions)

2018 2019 2020
$ 1,900,374 $ 1,833,801 $ 969,719
4,736,954 5,076,740 3,965,906
(7,406,305) (19,977,707) -
2,288,377 (440,726) 755,147
2,977,707 (2,899,542) (9,942,279)
(1,981,381) (1,901,423) (2,197,408)
3,406,908 - -
5,922,634 (18,308,857) (6,448,915)
81,472,124 87,394,758 69,085,901
$ 87,394,758 $  69,085901 $ 62,636,986
$ 3,239,495 $ 8,738,280 $ 6,471,290
323,897 428,075 570,155
(48,566) 1,505,210 2,819,284
(2,305,278) (2,329,498) (2,767,563)
(35,611) (44,698) (45,355)
3,068,317 - -
4,242,254 8,297,378 7,047,811
17,492,386 21,734,640 30,032,018
$ 21734640 $ 30,032,018 $ 37,079,829
$  65660,118 $ 39,053,883 $  25557,157
24.87% 43.47% 59.20%
$ 23626338 $ 25095008 $ 20,056,659
277.91% 155.62% 127.42%

@The Authority absorbed the remaining employees of the Tennergy Corporation in 2018 and consequently inherited the assets and
liability of the OPEB Plan, shown in the preceding chart as “Transfers (Tennergy)”.

The Authority’s Net OPEB Liability decreased substantially from 2018 to 2020. The drop from
$66 million to $26 million was primarily due to benefit changes that were made to the Jackson Energy

Authority Medical plan.

Cybersecurity

The Authority utilizes various computer systems and network technology to perform many of its
vital operations. Such operations often include the storage and transmission of sensitive information which
may be the target of cyberattacks. Prevention and early detection are paramount in minimizing substantial
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interruptions to utility services and operations, and reduce subjectivity to legal action. The Authority has
taken multiple steps to prevent cyberattacks and reduce risk.

In 2018, the Authority engaged in a multi-year agreement with a cybersecurity firm to assess and
improve the overall security posture of the Authority. This firm’s risk-based approach provided an
assessment, a business impact analysis, and a framework for a security roadmap. One of the
recommendations was the establishment of the Information Systems Steering Committee, which reports
directly to senior management. Using the committee’s recommendations, the Authority has instituted
various policies and ongoing risk-mitigation procedures to protect its network infrastructure including:

. Continuous employee training

. Physical access and wireless network security

. Regular operating system and software updates

. Multi-factor authentication

. Intrusion detection and prevention implementation
. Penetration testing and firewall reviews

The Authority has no knowledge of any successful cybersecurity breach or related attack.
Attempted cyber-security attacks, whether anonymous or targeted, occur on a periodic frequency that is not
uncommon to organizations of similar characteristics.

In addition, the Authority maintains breach response insurance to include first party loss, liability,
eCrime and criminal reward coverage for cybersecurity incidents. This insurance also provides coverage
for legal, forensic and public relations / crisis management following a breach.



GENERAL AND BACKGROUND
WASTEWATER DIVISION

Wastewater System

The Wastewater System serves a total of 64 square miles, of which 55 square miles are in the City
of Jackson and 9 square miles are outside the city limits. The System serves over 29,800 customers, of
which close to 27,100 are in the City and slightly more than 2,700 are outside the city limits. The System
is composed of approximately 520 miles of sewer pipelines and interceptors, 100 sewage lift (pumping)
stations, and two major wastewater treatment plants: the Miller Avenue Plant and the Middle Fork Plant.
The Authority does not operate a combined storm water and wastewater system, as the City’s storm system
is separate from the Wastewater System.

The System is divided into two drainage basins, the South Fork of the Forked Deer River and the
Middle Fork of the Forked Deer River, each of which includes lateral and trunk sewers, interceptors, and
pumping stations. The Miller Avenue Plant serves the South Fork of the Forked Deer River, and the Middle
Fork Plant serves the Middle Fork of the Forked Deer River. The combined design capacity of both
treatment plants is 23.4 million gallons per day (MGD).

The Miller Avenue Wastewater Treatment Plant was originally built in 1966 and consisted of a 7.0
MGD trickling filter, two primary clarifiers, two high rate trickling filters, and two secondary clarifiers, and
a chlorinated disinfection system. In 1988, improvements were made to the Miller Avenue Plant which
were designed to increase the average design capacity to 17.4 MGD and the peak hydraulic flow to 42
MGD. These improvements used the existing trickling filter facilities and added a Schreiber aeration
process. The plant improvements consisted of adding a raw wastewater pumping station with three first-
stage and three second-stage screw pumps, three bar screens, two grease and grit removal basins, two
aeration basins, four final clarifiers, and a chlorine contact basin. Other on-site treatment facilities consist
of a gravity sludge thickener, primary and secondary digesters, a pumping station, drying beds, and sludge
dewatering facilities including six belt filter presses. In 2011, the 24-year old Schreiber aeration system
was replaced with a fixed aeration fine bubble system. Since then other improvements to the Plant have
included the replacement of three blowers, automated controls and monitoring system, piping and valves.

The original concept of the Middle Fork Plant was a modular design that could be expanded as
system loads required. Construction of the first 4.0 MGD section of the plant began in 2001 with the second
section of an additional 2.0 MGD being completed in 2009. The Middle Fork Wastewater Treatment Plant
utilizes the “sequential batch reactor” activated sludge process for secondary treatment provided in a single
tank with influent wastewater addition, settling and effluent withdrawal taking place in a batch type process.
Wastewater enters the wet well and is pumped by submersible pumps to the top of the headworks.
Preliminary treatment is provided by two self-cleaning mechanically cleaned filter screens and by one
aerated grit removal unit. There is no separate primary treatment in the Middle Fork Wastewater Treatment
Plant. Secondary treatment is provided by a Cyclical Activated Sludge (CAS) process, which is a
sequencing batch type activated sludge process. The Middle Fork Wastewater Treatment Plant utilizes three
identical CAS basins, which offer a capacity for complete secondary treatment of flows up to 6.0 MGD.
Disinfection is provided by chlorination. Post aeration is provided by one (1) cascade aeration chamber
which discharges over a series of steps. All plant effluent is discharged through a 3,576 foot long, 42-inch
diameter outfall line between the plant and receiving stream, the Middle Fork of the Forked Deer River.
Waste sludge is pumped to the Miller Avenue Wastewater Treatment Plant and processed with sludge from
the Miller Avenue facility.

B-9



Annual flows through the System for the twelve months ended June 30, 2020, were 4.56 billion
gallons. Average daily flow through the System was 12.5 million gallons per day. Table | summarizes the
plant flows and design capacities for the System’s wastewater treatment plants, and Table 1l summarizes
the System’s customers.

Table I
Wastewater System
Miller Avenue and Middle Fork Treatment Plants
Millions of Gallons Incoming Daily

Design Average Daily Flow (FY)
Capacity 2016 2017 2018 2019 2020
Miller Ave Plant 17.4 8.2 8.1 9.9 10.3 9.6
Middle Fork Plant 6.0 3.1 2.8 2.4 2.2 2.9
FLOW (MGD) 23.4 11.3 10.9 12.3 12.5 125
Table Il

Wastewater System
Number of Customers

Fiscal Number of
Year Customers
2016 28,557
2017 29,237
2018 29,399
2019 29,557
2020 29,853

Security of Existing Facilities

The System’s wastewater treatment plants are isolated facilities operated by the Authority’s
employees. Both the Miller Avenue Plant and the Middle Fork Plant are protected by camera surveillance,
security alarms, motion detectors, fencing and security gates. The plants are manned during the day and
remotely monitored 24/7 by the Authority’s system dispatch operators.

Both the Miller Avenue Plant and the Middle Fork Plant have chlorine and sulfur dioxide on site,
which are hazardous materials requiring protections defined under OSHA. The Authority operates under a
safety program which is in compliance with OSHA’s Process Safety Management of Highly Hazardous
Chemicals standard to appropriately store, handle, and process these materials. Each plant site has dedicated
areas specifically designed for these materials, including separate tank storage and monitoring and control
rooms. The Authority only accepts delivery of chlorine by truck in one-ton cylinders. Each plant maintains
onsite storage of less than 2,500 pounds of chlorine.
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Laboratory Facilities

All laboratory facilities are consolidated into the Miller Avenue Wastewater Treatment Plant. The
lab is equipped to perform a variety of laboratory tests on wastewater to ensure quality assurance based on
methods and standards required by the Environmental Protection Agency (EPA). The Authority maintains
a highly trained staff and includes a chemist who directs daily operational activities and lab procedures.
The Authority operates within a set of Wastewater System Use Regulations approved by the State of
Tennessee Department of Environment and Conservation (TDEC). These regulations include an industrial
pre-treatment program and a grease program for commercial and industrial customers.

Regulatory Environmental Considerations

The two wastewater treatment plants presently discharge their effluents under National Pollution
Discharge Elimination System (NPDES) permits granted and enforced by the State of Tennessee. The
permit regulations and discharge limits were promulgated by EPA under the Clean Water Act. The Miller
Avenue plant and the Middle Fork plant are each within NPDES permitted limits as specified on the
annually reissued permits. Both plants are operated and maintained by Grade 1V State Certified Operators.

The Authority has not been issued any consent decrees and has a good record of compliance with
EPA and TDEC for collection systems and treatment systems. The Authority is taking a proactive, phased
approach in compliance with the EPA’s Capacity, Management, Operation, and Maintenance (CMOM)
program. As a result, the Authority does not anticipate a consent decree being issued.

As part of a proactive approach, the Authority entered into a professional services agreement in
2010 to conduct a flow monitoring study of the wastewater collection system. Areas needing rehabilitation
were identified and prioritized. The study identified sub-basins which have the greatest rainfall inflow and
infiltration (“1&I"). Elimination of inflow and infiltration of ground water and rain into the wastewater
collection system remains a high priority for the Authority. In January 2016, the Authority contracted with
an independent engineering firm to focus on evaluating and improving the next 10% of the collection
systems as part of an ongoing program to reduce sanitary system overflows (SSO’s), reduce &I, and
rehabilitate the sewer collection system. Since 2016, the Authority has invested over $7,600,000 in
collection system rehabilitation and approximately $3,900,000 in treatment plant improvements.

Wastewater Rates

Under the provisions of the Private Act, the Authority may change its rates upon approval by its
Board without the necessity of review or approval by any other municipality, the state or any commission
or authority. Notice of any rate change must be announced in the local newspaper at least thirty (30) days
prior to the effective date. If during such period, protests against the change are filed with the Board of
Directors by 1% of the users, then the proposed rates shall not go into effect unless approved by the City
Council of the City of Jackson. The foregoing requirements and limitations, however, do not limit or restrict
the power of the Authority to raise rates to comply with the Authority’s covenants (including, without
limitation, the rate covenant) in the Resolution because the Private Act provides that, in connection with
the issuance of bonds and in order to secure the payment of its bonds, the Authority shall have power to
make such covenants and to do all things as may be necessary or convenient or desirable in order to secure
its bonds or which in the absolute direction of the Board of Directors, tend to make the bonds more
marketable, notwithstanding that such covenants, acts and things may restrict or interfere with the exercise
of the powers otherwise provided in the Private Act. The Authority has never received a protest from the
requisite number of users of the System that would require the rate increase to be approved by the City
Council.
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The Wastewater Division has implemented retail rate changes as necessary to maintain a self-
supporting system, providing for the operations and maintenance of the System, debt service payments,
partial funding of capital improvements, and a sufficient working capital level. The Authority annually
prepares a five-year financial forecast which includes projected rate adjustments. The Wastewater Division
has implemented rate increases in three of the past five years as follows: 4.9% in October 2016, 4.9% in
October 2017, and 2.5% in October 2018.

The following table shows the Wastewater Division’s average rate compared to certain Tennessee
peers:

Table 111
Wastewater Division
Peer Comparison

(as of October 2020)

Name Rate*
Memphis $ 31.57
JEA $38.31
Murfreesboro $ 42.54
Johnson City $ 44.73
Nashville $ 45.12
Franklin $ 48.34
Clarksville $ 51.00
Chattanooga $ 56.02
Knoxville $92.29

* Based on 5,700 gallon average

Source: Utilities’ posted rates via website
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A summary of the current rate schedules of the Wastewater Division is as follows:

Table IV
Wastewater Division
Summary of Retail Rates

RESIDENTIAL WASTEWATER RATE SCHEDULE RI
Customer Charge: $7.76

Wastewater Charge:

$0.536 per 100 gallons

RESIDENTIAL WASTEWATER RATE SCHEDULE RO
Customer Charge: $8.24

Wastewater Charge:

$0.536 per 100 gallons

GENERAL SERVICE WASTEWATER RATE SCHEDULE GI
Customer Charge: $26.78

Wastewater Charge:

First 500,000 gallons per month at $0.580 per 100 gallons

Next 500,000 gallons per month at $0.526 per 100 gallons

Excess over 1,000,000 gallons per month at $0.362 per 100 gallons

Surcharge:

Carbonaceous Biochemical Oxygen Demand (CBOD) over 450 mg/l....$0.1879 per pound
Suspended Solids (SS) over 500 Mg/l........ooevieiiiie i $0.1486 per pound
Fats, Oil and Grease (FOG) over 100 mg/l..........cooiieiiiiiiiiiciiienen, $0.1486 per pound

GENERAL SERVICE WASTEWATER RATE SCHEDULE GO
Customer Charge: $29.90

Wastewater Charge:

First 500,000 gallons per month at $0.580 per 100 gallons

Next 500,000 gallons per month at $0.526 per 100 gallons

Excess over 1,000,000 gallons per month at $0.362 per 100 gallons

Surcharge:

Carbonaceous Biochemical Oxygen Demand (CBOD) over 450 mg/l....$0.1879 per pound
Suspended Solids (SS) over 500 Mg/l........co.vvieiiii i $0.1486 per pound
Fats, Oil and Grease (FOG) over 100 mg/l..........coveviiiiiieiiiine e, $0.1486 per pound
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Historical and Projected System Use

The following table shows historical figures for the population for the City of Jackson, the county
of Madison, the State of Tennessee, and the United States:

Table V
Wastewater Division
Population Information

Percent of Change

Year Jackson Madison Co.  Tennessee United States Years Jackson Madison Co. Tennessee U.S.

1980 49,258 74,546 4,591,120 226,546,805

1990 48,949 77,982 4,877,185 245,807,873 1980-1990 -0.63% 4.61% 6.23% 8.50%
2000 59,643 91,837 5,689,283 284,620,441 1990-2000 21.85% 17.77% 16.65% 15.79%
2010 65,211 98,294 6,346,105 308,745,538 2000-2010 9.34% 7.03% 11.54% 8.48%

Source: U. S. Bureau of the Census

The following tables detail the number of customers of the Wastewater Division in each general
category, the million gallons sold to each category of customers, and the revenues in each general category.

Table VI
Wastewater Division
Customer Numbers by Class

Fiscal Residential Residential Commercial Commercial
Year Inside City Outside City Inside City Outside City Total
2011 22,759 2,125 2,792 137 27,813
2012 22,952 2,167 2814 139 28,072
2013 23,306 2,398 2,806 143 28,653
2014 23,275 2,295 2,779 161 28,510
2015 23,109 2,251 2,806 155 28,321
2016 23,251 2,319 2,829 158 28,557
2017 23,779 2,438 2,857 163 29,237
2018 23,852 2,488 2,886 173 29,399
2019 23,958 2,535 2,897 167 29,557
2020 24,188 2,600 2,901 164 29,853
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Table VII

Woastewater Division
Million Gallons Sold

Fiscal Residential Residential Commercial Commercial
Year Inside City Outside City Inside City Outside City Total
2011 1,431,715 126,545 1,360,736 42,364 2,961,360
2012 1,410,388 126,877 1,430,959 43,014 3,011,238
2013 1,396,325 124,200 1,394,179 45,350 2,960,054
2014 1,340,721 126,621 1,350,465 43,363 2,861,170
2015 1,327,129 123,330 1,312,052 52,803 2,815,314
2016 1,351,835 127,906 1,340,538 51,040 2,871,319
2017 1,359,972 122,087 1,336,309 46,970 2,865,338
2018 1,385,322 130,661 1,324,187 61,102 2,901,272
2019 1,342,205 128,703 1,296,198 77,067 2,844,173
2020 1,370,976 136,108 1,253,696 78,828 2,839,608
Table VIII
Wastewater Division
Revenue
Fiscal Residential Residential Commercial Commercial
Year Inside City Outside City Inside City Outside City Total
2011 $ 7,211,826 3 790,947 $ 5,952,610 $ 278,987 $ 14,234,370
2012 7,700,910 850,042 6,610,429 302,500 15,463,881
2013 7,729,710 852,616 6,590,886 317,853 15,491,065
2014 7,718,024 900,723 6,602,571 306,584 15,527,902
2015 7,719,960 919,363 6,488,026 368,825 15,496,175
2016 8,253,101 993,212 6,782,037 363,434 16,391,784
2017 8,724,500 1,001,844 7,038,175 363,642 17,128,162
2018 9,346,225 1,130,786 7,319,055 458,644 18,254,710
2019 9,523,503 1,169,711 7,407,107 553,515 18,653,837
2020 9,793,653 1,241,524 7,193,666 555,653 18,784,496
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The following table shows the usage and sales of the Wastewater Division’s ten largest customers
in order of total dollar sales generated for fiscal year 2020. These ten top customers represented 12.74%
of the total wastewater sales dollars.

Table IX
Wastewater Division
Largest Customers by Yearly Revenue
Fiscal Year 2020

Annual % of

Consumption Sales Total

Customer (Gallons) (Dollars) Sales
Kellogg Company 198,409,500 $ 752,920 3.85%
Jackson Mad Co Gen Hospital 133,385,600 552,475 2.82%
Owen Corning Fiberglass 46,088,500 212,337 1.09%
Gerdau Ameristeel 38,808,000 206,200 1.05%
Union University 25,207,900 158,877 0.81%
Delta Faucet Company 36,790,000 156,394 0.80%
Pinnacle Foods 34,388,700 147,229 0.75%
Sunshine Corp. (Cherry Grove) 17,406,200 118,577 0.61%
Vorteq Coil Finishers (Wismarq) 19,385,200 101,288 0.52%
Equistar (Lyondell Basell) 20,323,200 86,295 0.44%
TOTAL 570,192,800 2,492,592 12.74%

The Authority prepares an Annual Budget and a Five-Year Plan for the Wastewater Division
which includes forecasted sales, operating and maintenance costs, and capital expenditures. The Five-
Year Plan also includes forecasting the projected number of customers and the unit sales for the next five
years, as shown in the following table.

Table X
Wastewater Division
Projected Customers and Sales

Fiscal
Year Number of Customers MGal Sales
2021 29,850 2,779,931
2022 29,999 2,852,605
2023 30,148 2,860,442
2024 30,296 2,869,031
2025 30,445 2,878,879

Source: Jackson Energy Authority, Wastewater Division 2021-2025 Five Year Plan, July 2020
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Engineering, Construction and Maintenance

The Wastewater Division engineering staff oversees all engineering designs. The licensed
engineering staff prepares plans for service to new customers, maintains adequate service to existing
customers, and prepares short-range plans to accommodate future system growth and customer additions.
Wastewater engineering consultants may be used from time to time for large projects and to supplement
resource needs during times of high construction activity.

System Improvements and Additions

The Wastewater Division prepares a Budget and a Five-Year Plan, both of which include a plan for
capital spending. The Budget and Five-Year Plan detail the system improvements and additions to be
performed in each year and a projected cost of the work. In addition, the Budget and Five-Year Plan project
the sources of funding required to finance each project. The Budget and Five-Year Plan are presented to
the Board of Directors annually. The table below shows the capital expenditures projected for the fiscal
years 2021-2025 and a brief description of the projects. As shown below, the total capital expenditures
projected for the fiscal years 2021-2025 is $34,535,000.

Table XI
Wastewater Division
Projected Capital Expenditures

(Amounts in Thousands)

Description FY 21 FY 22 FY 23 FY 24 FY 25 Totals
Miller Avenue WWTP Improvements $ 4,124 3% 140 $ 140 $ 89 $ 89 $ 4,582
Middle Fork WWTP Improvements 175 139 89 90 89 582
Vehicles and Equipment 1,257 1,404 1,814 1,668 1,791 7,934
Collection System Rehabilitation 250 535 2,050 2,015 2,030 6,880
Biosolids Master Plan - 200 350 2,425 2,750 5,725
Collection System Expansions 620 640 595 565 515 2,935
Fairgrounds-Highland Collection System Rehab 2,524 - - - - 2,524
Lift Stations 800 30 330 30 330 1,520
Miscellaneous 413 249 240 265 246 1,413
Industrial Park System Expansions - 440 - - - 440
Totals $ 10,163 $ 3,777 $ 5,608 $ 7,147 $ 7,840 $ 34535

Source: Adapted from Jackson Energy Authority, Wastewater Division 2021-2025 Five Year Plan, July 2020

Miller Avenue Wastewater Treatment Plant. Expenditures include upgrades and replacements
of aging treatment plant equipment and replacement of two screw pumps with submersible pumps.

Middle Fork Wastewater Treatment Plant. Expenditures include replacement of two aging
screw pumps with submersible pumps.

Vehicles and Equipment. Includes the purchase of new and replacement fleet vehicles and
equipment necessary for sewer system maintenance and installation.

Collection System Rehabilitation. Expenditures include rehabilitation and replacement of

existing sewer pipes, interceptors, forced mains and other sewer installations in prioritized areas as part of
the ongoing program to reduce sanitary sewer system overflows and system inflow and infiltration.
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Bio-solids Master Plan. Expenditures include expanding the sludge handling facilities with a
sludge dryer.

Collection System Expansions. These expenditures allow for installations and replacements of
sewer mains within the service territory.

Fairgrounds-Highland Collection System Rehabilitation. Expenditures include interceptor
rehabilitation/replacement in this area.

Lift Station Rehabilitation. Expenditures include repair and replacement of Bells Hwy lift station
and other lift station repairs.

Miscellaneous. Expenditures for building upgrades and improvements, computer and software
upgrades and purchases and office furniture, fixtures and equipment.

Industrial Park System Expansions. This includes system expansions to support the
development of sites for new or relocated industries into the Industrial Park area.

Capital Financing Plans

The Authority funds capital spending through operating revenues and long term borrowing. Since
fiscal year 2013, the Authority has utilized federal grants and low-interest rate State loans in lieu of issuing
bonds for capital improvements.

The Authority received funding through a community development block grant in the amount of
$13.375 million, with the Wastewater Fund receiving almost $12.3 million of that amount. As of June 30,
2020, the Fund had received over $5.8 million from the grant. The Authority has until June 30, 2021, to
complete the grant work.

Beginning in FY 2014 and projected to continue through FY 2021, the Wastewater Fund has
utilized low-interest rate loans from the State of Tennessee Revolving Fund (SRF) loan program in the
amount of $24.5 million. A total of seven loans have been approved, three of which included principal
forgiveness. These SRF loans have a lien on the Net Revenues of the Wastewater Division on parity with
the lien of other senior lien revenue bonds issued, including the Series 2017 Wastewater Bonds. As of June
30, 2020, the Authority had drawn almost $21.3 million in loans and received approximately $1 million in
principal forgiveness from the program.

The following table lists approved SRF loan amounts and terms. An administrative fee of eight
basis points (.08%) is payable monthly on disbursed funds. Each loan has a 20-year term from the date of
the first principal repayment. Principal repayments are required to begin following disbursement of 90%
of the project loan. As of June 30, 2020, principal repayments had commenced on five loans. Interest only
on the amount disbursed was being paid on two loans.
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Table XII
Wastewater Division

SRF Loans
Loan Date Approved Interest Maturity Principal Loan Funds Disbursed
Number Approved Amount Rate Date Forgiveness as of June 30, 2020

CWO0 2013-313 9/27/2012 $ 2,150,000 0.34% 1/20/2035 $ 531,050 $ 1,618,950
SRF 2013-314 9/27/2012* $ 8,953,352 0.34%  3/20/2037 % - $ 8,952,326
CG2 16-363 10/29/2015% $ 2,000,000 1.43% 5/20/2037 % - $ 1,992,380
CG3 16-361 4/7/2016 $ 4,000,000 1.17% 2/20/2038 $ 200,000 $ 3,800,000
CG4 16-362 4/7/2016 * $ 4,000,000 1.17% 6/20/2040 $ 280,000 $ 3,611,570
CG2 16-368 6/9/2016 * $ 2,000,000 1.25% 9/20/2040 % - $ 19,000
SRF 17-383 3/21/2017° $ 1,400,000 1.55% 11/20/2038 $ - $ 1,296,258
Totals $ 24,503,352 $ 1,011,050 $ 21,290,484

1 Original issue $5,000,000. Added $3,953,352 in October 2013 for a new total issue amount of $8,953,352, of which $1,026 was not used.

2 Total amount approved was $2,000,000, of which $7,620 was not used.
3 Total amount approved was $4,000,000, of which $116,591 remains available for draws as of June 30, 2020.

“ Total amount approved was $2,000,000, of which $1,981,000 remains available for draws as of June 30, 2020.
® Total amount approved was $1,400,000, of which $103,742 was not used.

Over the next five years, the Authority anticipates additional borrowing to fund Phase II
improvements at the Miller Avenue Wastewater Treatment Plant for a bio-solids drying project. This would
include installation of a bio-solids drying field to reduce permitted sludge waste at a cost of $5,725,000.
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FINANCIAL DETAILS
Operating Results

Below is a summary of operations for the Wastewater Division for the fiscal years ending June 30,
2016, through June 30, 2020. The information in the following table has been derived from the audited
financial statements of the Wastewater Division for the fiscal years 2016 through 2020.

Wastewater Division
Schedule of Revenues, Expenditures & Changes in Net Assets
Fiscal Year Ended June 30
(Amounts in thousands)

2016 2017 2018 2019 2020
Operating Revenue 17,487 18,167 19,288 19,647 19,505
Operating Expenses
Pumping Expenses 370 356 413 431 394
Treatment and Disposal 3,290 3,260 3,135 2,919 2,955
Transmission and Distribution 1,498 1,422 1,687 1,700 1,668
Customer Accounts Expense 927 912 993 926 848
Administrative and General Expense 4,454 4,385 3,279 1,706 4,229
Provision for Depreciation 4,025 3,990 4,095 4,390 4,268
Taxes, Payroll 264 261 258 254 250
Tax Equivalent 176 180 187 198 206
Total Operating Expenses 15,004 14,766 14,047 12,524 14,818
Income from Operations 2,483 3,400 5,241 7,123 4,687
Non-operating Revenue (Expenses)
Non-operating Income 1,166 1,564 638 350 326
Non-operating Expense (1,895) (1,986) (1,453) (1,028) (1,017)
Total Non-operating Revenue (Expense) (729) (422) (815) (678) (691)
Income before Contributions 1,754 2,978 4,426 6,445 3,996
Capital Contributions 185 441 1,539 4,014 1,887
Change in Net Assets 1,939 3,419 5,965 10,459 5,883
Net Assets - Beginning of Year 78,193 80,132 75,604 81,754 92,246
Net Assets - End of Year 80,132 83,551 81,569 92,213 98,129
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Assets
Utility Plant (Net of Depreciation)
Construction in Progress
Restricted Funds
Current Assets
Other Non-Current Assets
Deferred Outflows

Total Assets

Liabilities
Long-Term Debt
Current Liabilities
Other Non-Current Liabilities
Deferred Inflows/Outflows
Total Liabilities

Net Assets

Total Liabilities and Net Assets

Wastewater Division
Statement of Net Assets

Fiscal Year Ended June 30

(Amounts in thousands)

2016 2017 2018 2019 2020
106,250 113,745 112,879 115,715 115,260
8,856 9,274 11,979 12,201 14,105
23,294 26,059 2,060 2,111 2,239
9,087 10,217 12,523 16,054 17,051
394 437 2,790 2,761 4,794
8,046 7,282 6,354 6,177 5,105
155,927 167,014 148,585 155,019 158,554
48,896 48,808 21,972 20,247 18,498
768 3,278 4,638 4,597 4,484
20,895 27,820 40,405 37,492 35,698
5,235 3,555 - 470 1,745
75,794 83,461 67,015 62,806 60,425
80,133 83,553 81,570 92,213 98,129
155,927 167,014 148,585 155,019 158,554
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Wastewater Division
Schedule of Long-Term Debt
Excluding Refunded Series 2012 Bonds

Years Ended Series 2017 Bonds Series 2020 Bonds Notes Payable Total
June 30, Principal Interest Principal Interest Principal Interest Principal Interest Debt Service
2021 1,530,000 203,500 160,000 78,461 1,072,338 187,387 2,762,338 469,348 3,231,686
2022 1,610,000 125,000 335,000 171,913 1,103,376 183,778 3,048,376 480,691 3,529,067
2023 1,695,000 42,375 335,000 171,075 1,112,564 173,702 3,142,564 387,152 3,529,716
2024 - - 1,650,000 169,903 1,121,815 163,539 2,771,815 333,442 3,105,257
2025 - - 1,665,000 161,652 1,131,211 153,265 2,796,211 314,917 3,111,128
2026 - - 1,670,000 150,830 1,140,682 142,879 2,810,682 293,709 3,104,391
2027 - - 1,680,000 136,635 1,150,264 132,370 2,830,264 269,005 3,099,269
2028 - - 1,700,000 119,835 1,159,967 121,749 2,859,967 241,584 3,101,551
2029 - - 1,720,000 101,135 1,169,748 111,027 2,889,748 212,162 3,101,910
2030 - - 1,740,000 79,635 1,179,663 100,170 2,919,663 179,805 3,099,468
2031 - - 1,765,000 55,275 1,189,677 89,224 2,954,677 144,499 3,099,176
2032 - - 1,800,000 28,800 1,199,803 78,130 2,999,803 106,930 3,106,733
2033 - - - - 1,210,053 66,923 1,210,053 66,923 1,276,976
2034 - - - - 1,220,402 55,603 1,220,402 55,603 1,276,005
2035