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Knoxville Utilities Board

Board Meeting Agenda
Thursday, January 19, 2017
Noon

Call to Order

Roll Call

Approval of Minutes
Official Action

Oath of Office for Tyvi Small
Election of 2017 Officers

Resolution 1354 — A Resolution Requesting the Council of the City of Knoxville, Tennessee to
Provide for the Issuance of Not to Exceed Twenty-Six Million Five Hundred Thousand and
No/100 Dollars ($26,500,000) in Aggregate Principal Amount of Electric System Revenue
Refunding Bonds, Series HH-2017; Issuance of Not to Exceed Nine Million Five Hundred
Thousand and No/100 Dollars ($9,500,000) in Aggregate Principal Amount of Gas System
Revenue Refunding Bonds, Series W-2017; Issuance of Not to Exceed Six Million and No/100
Dollars ($6,000,000) in Aggregate Principal Amount of Water System Revenue Refunding
Bonds, Series FF-2017; and Issuance of Not to Exceed Thirteen Million Five Hundred Thousand
and No/100 Dollars ($13,500,000) in Aggregate Principal Amount of Wastewater System
Revenue Refunding Bonds, Series 2017A

Resolution 1355 — A Resolution Authorizing and Approving the Transfer of Certain Surplus Real
Property of the Electric Division of the Knoxville Utilities Board Located at 7616 Tazewell Pike to
the County of Knox, Tennessee

President’s Report

Other Business

Public Comments

Adjournment
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Knoxville Utilities Board

January 13, 2017

Knoxville Utilities Board
445 S. Gay Street
Knoxville, Tennessee 37902-1109

Commissioners:

Staff has identified an opportunity for refinancing outstanding bonds for all four utility systems at
lower interest rates thus providing a savings in future debt service payments. The refunding
candidates represent bonds sold by KUB in 2005.

Resolution 1354 authorizes the issuance of up to $55.5 million in revenue refunding bonds,
including $26.5 million for the electric system, $13.5 million for the wastewater system, $9.5
million for the natural gas system, and $6 million for the water system. The proceeds of the
bonds will be used to retire the outstanding bonds, pay interest payments on the outstanding
bonds prior to the call date of the bonds, pay the underwriters’ discounts, and cover all issuance
costs related to the sale of the refunding bonds. Resolution 1354 also requests City Council
authorization to issue the bonds, as Council approval is required for any debt issuance with a
final maturity in excess of five years.

Based on current bond market performance, refunding bonds could be sold at rates providing a
total debt service savings of $4.5 million over the life of the bonds, net of fees, including $2.3
million for the electric system, $1 million for the wastewater system, $0.8 million for the natural
gas system, and $0.4 million for the water system. Costs related to the issuance of the
refunding bonds, including fees for the financial advisor, bond counsel, rating agencies, and
other expenses, are estimated to be approximately $425,000.

As required by state law, KUB submitted a plan of refunding for each series of proposed
refunding bonds to the Office of State and Local Finance. A copy of those refunding plans and
the corresponding reports from the Director of State and Local Finance on the plans are
attached for your information.

Resolution 1354 and the supporting City Council resolutions have also been attached for your
review. A summary of the major provisions of the resolutions is also included for your
information. | recommend approval of Resolution 1354 on first and final reading.

Respectfully submitted,

7 ltta %5

Mintha E. Roach

President and CEO



DRAFT
RESOLUTION NO. 1354

A Resolution Requesting the Council of the City of Knoxville, Tennessee to
Provide for the Issuance of Not to Exceed Twenty-Six Million Five Hundred
Thousand and No/100 Dollars ($26,500,000) in Aggregate Principal Amount of
Electric System Revenue Refunding Bonds, Series HH-2017; Issuance of Not to
Exceed Nine Million Five Hundred Thousand and No/100 Dollars ($9,500,000) in
Aggregate Principal Amount of Gas System Revenue Refunding Bonds, Series
W-2017; Issuance of Not to Exceed Six Million and No/100 Dollars ($6,000,000) in
Aggregate Principal Amount of Water System Revenue Refunding Bonds, Series
FF-2017; and Issuance of Not to Exceed Thirteen Million Five Hundred Thousand
and No/100 Dollars ($13,500,000) in Aggregate Principal Amount of Wastewater
System Revenue Refunding Bonds, Series 2017A

Whereas, by the provisions of the City Charter of the City of Knoxville,
Tennessee (the "City"), the management and operation of the City's electrical power
distribution system (the "Electric System"); the City's natural gas distribution system
(the "Gas System"); the City's water system (the "Water System"); and the City's
wastewater system (the "Wastewater System") have been placed under the jurisdiction
of the Board of Commissioners (the "Board") of the Knoxville Utilities Board ("KUB");
and

Whereas, the Board, after due investigation and consideration, deems it in the
best interest of the City for the City to issue and sell not to exceed $26,500,000 in
aggregate principal amount of Electric System Revenue Refunding Bonds, Series HH-
2017 (the "Electric Bonds") for the purpose of providing funds to refinance the
outstanding principal amount of the City's outstanding Electric System Revenue
Refunding Bonds, Series W-2005, dated August 5, 2010, maturing July 1, 2018 through
July 1, 2027, including the payment of legal, fiscal and administrative costs incident to
the issuance and sale of the Electric Bonds; and

Whereas, the Board, after due investigation and consideration, deems it in the
best interest of the City for the City to issue and sell not to exceed $9,500,000 in
aggregate principal amount of Gas System Revenue Refunding Bonds, Series W-2017
(the "Gas Bonds") for the purpose of providing funds to refinance the outstanding
principal amount of the City's Gas System Revenue Refunding Bonds, Series L-2005,
dated August 10, 2005, maturing March 1, 2018 through March 1, 2027, including the
payment of legal, fiscal and administrative costs incident to the issuance and sale of the
Gas Bonds; and

Whereas, the Board, after due investigation and consideration, deems it in the
best interest of the City for the City to issue and sell not to exceed $6,000,000 in
aggregate principal amount of Water System Revenue Refunding Bonds, Series FF-
2017 (the "Water Bonds") for the purpose of providing funds to refinance the
outstanding principal amount of the City's outstanding Water System Revenue
Refunding Bonds, Series S-2005, dated August 10, 2005, maturing March 1, 2018
through March 1, 2027, including the payment of legal, fiscal, and administrative costs
incident to the issuance and sale of the Water Bonds; and



Whereas, the Board, after due investigation and consideration, deems it in the
best interest of the City for the City to issue and sell not to exceed $13,500,000 in
aggregate principal amount of Wastewater System Revenue Refunding Bonds, Series
2017A (the "Wastewater Bonds") for the purpose of providing funds to refinance the
outstanding principal amount of the City's outstanding Wastewater System Revenue
Refunding Bonds, Series 2005B, dated August 10, 2005, maturing April 1, 2018 through
April 1, 2027, including the payment of legal, fiscal, and administrative costs incident to
the issuance and sale of the Wastewater Bonds; and

Whereas, the Board has had prepared for passage by the Council of the City a
resolution authorizing the issuance of the Electric Bonds, a copy of which is attached
hereto and made a part hereof (the "Electric Resolution"); a resolution authorizing the
issuance of the Gas Bonds, a copy of which is attached hereto and made a part hereof
(the "Gas Resolution"); a resolution authorizing the issuance of the Water Bonds, a
copy of which is attached hereto and made a part hereof (the "Water Resolution"); and
a resolution authorizing the issuance of the Wastewater Bonds, a copy of which is
attached hereto and made a part hereof (the "Wastewater Resolution").

Now, Therefore, Be it Hereby Resolved by the Board of Commissioners of
the Knoxville Utilities Board as Follows:

Section 1. The Board hereby determines and finds that it is in the best interest
of the City that the Council of the City adopt the Electric Resolution, in substantially the
form presented to this meeting with only such changes as the Chief Financial Officer of
KUB shall deem necessary, and authorize the issuance and sale of the Electric Bonds
pursuant thereto, the description of the Electric Bonds, the security therefor and the
purposes for which said Bonds are to be issued, being more fully stated in the Electric
Resolution.

Section 2. The Board hereby determines and finds that it is in the best interest
of the City that the Council of the City adopt the Gas Resolution, in substantially the
form presented to this meeting with only such changes as the Chief Financial Officer of
KUB shall deem necessary, and authorize the issuance and sale of the Gas Bonds
pursuant thereto, the description of the Gas Bonds, the security therefor and the
purposes for which said Bonds are to be issued, being more fully stated in the Gas
Resolution.

Section 3. The Board hereby determines and finds that it is in the best interest
of the City that the Council of the City adopt the Water Resolution, in substantially the
form presented to this meeting with only such changes as the Chief Financial Officer of
KUB shall deem necessary, and authorize the issuance and sale of the Water Bonds
pursuant thereto, the description of the Water Bonds, the security therefor and the
purposes for which said Bonds are to be issued, being more fully stated in the Water
Resolution.



Section 4. The Board hereby determines and finds that it is in the best interest
of the City that the Council of the City adopt the Wastewater Resolution, in substantially
the form presented to this meeting with only such changes as the Chief Financial Officer
of KUB shall deem necessary, and authorize the issuance and sale of the Wastewater
Bonds pursuant thereto, the description of the Wastewater Bonds, the security therefor
and the purposes for which said Bonds are to be issued, being more fully stated in the
Wastewater Resolution.

Section 5. As required by the State Funding Board of the State of Tennessee,
the Board has heretofore adopted a KUB Debt Management Policy. The Board hereby
finds the issuance of the Electric Bonds, Gas Bonds, Water Bonds, and Wastewater
Bonds, as proposed herein, is consistent with the KUB Debt Management Policy.

Section 6. The Board hereby formally requests the Council of the City to pass
the Electric Resolution, the Gas Resolution, the Water Resolution and the Wastewater
Resolution, and the Board does hereby adopt, ratify, approve, consent and agree to
each and every provision contained in the Electric Resolution, the Gas Resolution, the
Water Resolution and the Wastewater Resolution upon adoption.

Section 7. The Board has elected and does hereby elect that the Electric
Bonds be issued under the Electric Resolution, the Gas Bonds be issued under the Gas
Resolution, the Water Bonds be issued under the Water Resolution and the Wastewater
Bonds be issued under the Wastewater Resolution.

Section 8. The Secretary of the Board shall deliver a certified copy of this
Resolution to the Mayor and the Council of the City as formal evidence of this Board's
action in connection therewith.

Section 9. This Resolution shall take effect from and after its passage.

Celeste Herbert, Chair

Mark Walker, Board Secretary

APPROVED ON 1st
& FINAL READING:
EFFECTIVE DATE:
MINUTE BOOK 37 PAGE




Bond Resolutions for City Council Consideration and
Summary of Major Provisions in Resolutions



Resolution 1354

Summary of Provisions of City Council Bond Resolutions for the
Electric, Gas, Water, and Wastewater Systems

Section 1. Authority.

e Revenue refunding bonds will be issued pursuant to Tennessee Revenue
Bond Law and other applicable provisions of law.

Section 2. Definitions.
e Definitions used in resolution.

Section 3. Declarations.

e Declares that applicable bond issuance tests have been met so that the
refunding bonds can be issued on parity basis with other outstanding bonds
of the systems.

Section 4. Findings

e City Council finds that issuance of revenue refunding bonds will result in a
reduction of debt service over the term of the refunded bonds, effecting a cost
savings for the electric, gas, water and wastewater systems.

Section 5. Authorization and Terms of Bonds.

e Authorizes the issuance of the revenue refunding bonds for the electric, gas,
water and wastewater systems.

e States purpose of issues, which is to (i) provide funds to pay principal,

premium, and interest on refunded bonds, and (ii) pay for any legal, fiscal and

administrative costs associated with the issue and sale of the revenue
refunding bonds.

Bonds shall be fully registered without coupons.

Interest rate on bonds shall not exceed 5 percent per annum.

Interest payments shall be made semi-annually.

Provides that the final maturity date shall not be later than 2027 for each

series of refunding bonds.

e Bonds maturing on or before 2026 shall mature without option of prior
redemption. Bond maturing 2027 and thereafter shall be subject to
redemption prior to maturity.

e Provides for book-entry registration of bonds.

e Provides execution procedures for bonds.

e Provides for appointment of Registration and Paying Agent for bonds and
denotes specific duties.

e Provides for appointment of Refunding Escrow Agent for refunded bonds.




Section 6. Source of Payment.

e Declares that principal and interest on the bonds shall be payable solely from
the revenues of the issuing system and shall be issued on a parity basis with
outstanding revenue bonds.

e States those owners of the bonds shall have no recourse to the power of
taxation of the City.

Section 7. Form of Bonds.

e Provides form of actual bonds (sample form).

e Interest income from bond is exempt from all present state, county, and
municipal taxation in Tennessee, excluding inheritance, transfer, and estate
taxes.

Section 8. Pledge of Net Revenues.

e States that principal, interest, and any premiums on bonds shall be paid from
the net revenues of the issuing system on a parity basis with the system’s
outstanding revenue bonds.

Section 9. Applicability of Master Bond Resolutions.
e Declares that the bonds are issued in compliance with the issuing system’s
master bond resolution and under the authority of the master bond resolution.

Section 10. Sale of Bonds.

e Provides terms of sale of bonds.

e Bonds shall be sold at a negotiated sale or a competitive sale at a price of not
less than 98 percent of par.

e Bonds shall not be sold at a negotiated sale without the prior approval of the
KUB Board’s Audit and Finance Committee.

e KUB Board or the President and CEO of KUB, as its designee, is authorized
to sell less than the amount of the bonds authorized in the resolution and to
make any necessary adjustments to the maturity schedule in order to facilitate
the sale of the bonds, provided the final maturity date cannot be extended.

e |If the bonds are sold through a negotiated sale, the President and CEO of
KUB is authorized to execute a Bond Purchase Agreement with the
applicable underwriter.

e |If the bonds are sold through competitive public sale, the bonds shall be
awarded by the Board or the President and CEO of KUB, as its designee, to
the bidder whose bid results in the lowest true interest cost to KUB.

Section 11. Disposition of Bond Proceeds.

e Provides for disposition of bond proceeds to (i) the issuing system’s bond
fund for any accrued interest on the refunding bonds; (ii) pay the principal and
interest on the system’s refunded bonds, and (iii) to pay for issuance costs
associated with the sale of the refunding bonds.




Section 12. Discharge of Bonds.
e Provides terms for discharging bonds.

Section 13: Refunding Escrow Agreement.

e Authorizes the execution of a Refunding Escrow Agreement with a Refunding
Escrow Agent for the purpose of paying the principal and interest on the
refunded bonds.

Section 14: Notice of Refunding.
e Notice of intent to refund the applicable outstanding bonds for each system
shall be provided prior to the sale of each system’s revenue refunding bonds.

Section 15. Federal Tax Matters.

e Recognizes that purchases and owners of the revenue refunding bonds have
accepted them on, and paid a price that reflects the understanding that
interest earned on the revenue refunding bonds is exempt from federal
income taxes.

o KUB agrees that it will take no action that will jeopardize the tax-exempt
status of each system’s revenue refunding bonds.

Section 16. Official Statement.

e Provides for the preparation and distribution of a Preliminary Official
Statement and Official Statement describing the revenue refunding bonds for
each system.

Section 17. Continuing Disclosure.
e City covenants that KUB will provide annual financial disclosure information
as required by the Securities and Exchange Commission.

Section 18. Separability.

e Declares that in the event any provision(s) of the resolutions is deemed
invalid or unenforceable, all other provisions will remain valid and
enforceable.

Section 19. Repeal of Conflicting Resolutions and Effective Date.
e Repeals all conflicting resolutions.
e Declares effective date to be date of City Council approval.

Exhibit A: Form of Bond Purchase Agreement.
e Substantial form of agreement to be used in the event bonds are sold through
a negotiated sale.

Exhibit B: Form of Refunding Escrow Agreement
e Substantial form of agreement to be used with Refunding Escrow Agent(s).




A RESOLUTION SUPPLEMENTING RESOLUTION NO. 1644
ADOPTED BY THE CITY COUNCIL OF THE CITY OF
KNOXVILLE, TENNESSEE ON JANUARY 4, 1949 ENTITLED "A
RESOLUTION PROVIDING FOR THE ISSUANCE OF ELECTRIC
SYSTEM REVENUE REFUNDING BONDS" SO AS TO PROVIDE
FOR THE ISSUANCE OF NOT TO EXCEED TWENTY-SIX
MILLION FIVE HUNDRED THOUSAND AND NO/100 DOLLARS
($26,500,000) OF ELECTRIC SYSTEM REVENUE REFUNDING
BONDS, SERIES HH-2017.

RESOLUTION NO:

REQUESTED BY:

PREPARED BY:

APPROVED AS TO FORM
CORRECTNESS:

Law Director

FINANCIAL IMPACT STATEMENT:

Director of Finance

APPROVED:

APPROVED AS AN
EMERGENCY MEASURE:

MINUTE BOOK PAGE




WHEREAS, the City of Knoxville (the "City"), pursuant to a resolution entitled "A Resolution
Providing for the Issuance of Electric System Revenue Bonds," being Resolution No. 1644 of the City
Council adopted January 4, 1949 (which resolution as heretofore amended is hereinafter sometimes
referred to as "1949 Resolution"), authorized an issue of Electric System Revenue Bonds; and

WHEREAS, pursuant to the 1949 Resolution, and for the purpose of financing the cost of the
extensions and improvements of the City's electrical power distribution system (hereinafter sometimes
referred to as the "System") and the refinancing of indebtedness issued for that purpose, the City issued
Electric System Revenue Bonds, the series of which, the amount issued, and the amount outstanding as of
January 1, 2017, are as follows:

Amount Amount
Series Issued Outstanding
W-2005 $38,710,000 $27,540,000
Y-2009 $40,000,000 $ 3,600,000
Z-2010 $30,000,000 $22,615,000
AA-2012 $36,815,000 $31,310,000
BB-2012 $35,000,000 $32,550,000
CC-2013 $ 9,660,000 $ 9,035,000
DD-2014 $40,000,000 $38.625,000
EE-2015 $28,550,000 $28,275,000
FF-2015 $35,000,000 $34,325,000
GG-2016 $40,000,000 $40,000,000

WHEREAS, it is desirable that an additional series of bonds be issued to refinance the
outstanding principal amount of the City's outstanding Electric System Revenue Refunding Bonds, Series
W-2005, dated August 10, 2005, maturing July 1, 2018 and thereafter (the "Refunded Bonds"), including
the payment of legal, fiscal and administrative costs incident thereto and incident to the issuance and sale
of the bonds, pursuant to the authority of 1949 Resolution and pursuant to the authority of this resolution;
and

WHEREAS, the Board of Commissioners (the "Board") of the Knoxville Utilities Board ("KUB")
has duly adopted a resolution requesting the City Council of the City to adopt this resolution authorizing
the issuance of bonds for the purposes and in the manner hereinafter more fully stated; and

WHEREAS, the plan of refunding for the Refunded Bonds has been submitted to the State
Director of State and Local Finance (the "State Director") as required by Section 9-21-903, Tennessee
Code Annotated, as amended, and she has acknowledged receipt thereof to the City and KUB and
submitted her report thereon to the City and KUB, and such report has been provided to members of the
City Council of the City; and

WHEREAS, it is the intention of the City Council of the City to adopt this resolution for the
purpose of authorizing not to exceed $26,500,000 in aggregate principal amount of electric system
revenue refunding bonds for the purposes described above, establishing the terms of such bonds,
providing for the issuance, sale and payment of the bonds and disposition of proceeds therefrom, and
collection of revenues from the System and the application thereof to the payment of principal of,
premium, if any, and interest on said bonds.

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Knoxville, Tennessee, as
follows:



Section 1. Authority. The bonds authorized by this resolution are issued pursuant to Sections 7-
34-101 et seq. and 9-21-101 et seq., Tennessee Code Annotated, and other applicable provisions of law.

Section 2. Definitions. Capitalized terms used herein and not defined in this Section 2 shall have
the meanings ascribed to them in the 1949 Resolution (as hereinbelow defined). The following terms
shall have the following meanings in this resolution unless the text expressly or by necessary implication
requires otherwise.

(a) "Board" shall mean the Board of Commissioners of the Knoxville Utilities Board;

(b) "Bond Purchase Agreement" means a Bond Purchase Agreement, dated as of the sale of
the Series HH-2017 Bonds, entered into by and between KUB and the Underwriter, in substantially the
form of the document attached hereto as Exhibit A, subject to such changes as permitted by Section 10
hereof, as approved by the President and Chief Executive Officer of KUB, consistent with the terms of
this resolution;

(c) "Book-Entry Form" or "Book-Entry System" means a form or system, as applicable,
under which physical Bond certificates in fully registered form are issued to a Depository, or to its
nominee as Registered Owner, with the certificated Bonds being held by and "immobilized" in the
custody of such Depository, and under which records maintained by persons, other than the City, KUB or
the Registration Agent, constitute the written record that identifies, and records the transfer of, the
beneficial "book-entry" interests in those Bonds;

(d) "City" shall mean the City of Knoxville, Tennessee;

(e) "Code" shall mean the Internal Revenue Code of 1986, as amended, and any lawful
regulations promulgated or proposed thereunder;

® "Depository" means any securities depository that is a clearing agency under federal laws
operating and maintaining, with its participants or otherwise, a Book-Entry System, including, but not
limited to, DTC;

(2) "DTC" means the Depository Trust Company, a limited purpose company organized
under the laws of the State of New York, and its successors and assigns;

(h) "DTC Participant(s)" means securities brokers and dealers, banks, trust companies and
clearing corporations that have access to the DTC system;

(1) "Governing Body" shall mean the City Council of the City;
() "KUB shall mean the Knoxville Utilities Board;

(k) "1949 Resolution" shall mean Resolution No. 1644 of the Governing Body, adopted
January 4, 1949, as amended and supplemented by Resolution No. 2171 adopted February 22, 1955;
Resolution No. 3491 of the Governing Body, adopted February 21, 1967, Resolution R-317-90 of the
Governing Body adopted October 30, 1990; Resolution No. R-469-92 of the Governing Body adopted
October 13, 1992; Resolution No. R-472-93 of the Governing Body adopted October 26, 1993;
Resolution No. R-95-95 of the Governing Body adopted February 28, 1995; Resolution No. R-422-98 of
the Governing Body adopted October 20, 1998; Resolution No. R-64-01 of the Governing Body adopted
February 20, 2001; Resolution No. R-148-01 of the Governing Body adopted January 20, 2001;
Resolution No. R-480-01 of the Governing Body adopted October 30, 2001; Resolution No. R-59-04 of
the Governing Body adopted January 2, 2004, Resolution No. R-261-05 of the Governing Body adopted
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July 5, 2005, Resolution No. R-78-06 of the Governing Body adopted February 28, 2006, Resolution No.
R-251-08 of the Governing Body adopted July 29, 2008, Resolution No. R-332-2010 of the Governing
Body adopted November 2, 2010; Resolution No. R-335-2011 of the Governing Body adopted December
13, 2011, Resolution No. R-289-2012 of the Governing Body adopted October 16, 2012, Resolution No.
R-321-2012 of the Governing Body adopted November 13, 2012, Resolution No. R-213-2014 of the
Governing Body adopted June 24, 2014, Resolution No. R-81-2015 of the Governing Body adopted
March 3, 2015, Resolution No. R-129-2015 of the Governing Body adopted March 31, 2015, Resolution
No. R-214-2016 of the Governing Body adopted June 21, 2016 authorizing the issuance from time-to-
time of series of revenue bonds of the City payable from revenues of the System on a parity with any
bonds issued pursuant to its provisions;

Q) "Outstanding Bonds" shall mean the City's outstanding Electric System Revenue
Refunding Bonds, Series W-2005, dated August 10, 2005, maturing July 1, 2017 and thereafter to the
extent, if any, not refunded with the proceeds of the Series HH-2017 Bonds, the City's outstanding
Electric System Revenue Bonds, Series Y-2009, dated July 1, 2015, maturing July 1, 2017 and thereafter,
the City's outstanding Electric System Revenue Bonds, Series Z-2010 (Federally Taxable Build America
Bonds), dated December 8, 2010, maturing July 1, 2017 and thereafter, the City's outstanding Electric
System Revenue Refunding Bonds, Series AA-2012, dated April 20, 2012, maturing July 1, 2017 and
thereafter, the City's outstanding Electric System Revenue Bonds, Series BB-2012, maturing July 1, 2017
and thereafter, the City's outstanding Electric System Revenue Refunding Bonds, Series CC-2013, dated
March 15, 2013, maturing July 1, 2017 and thereafter, the City's outstanding Electric System Revenue
Bonds, Series DD-2014, dated September 18, 2014, maturing July 1, 2017 and thereafter, the City's
outstanding Electric System Revenue Refunding Bonds, Series EE-2015, dated May 1, 2015, maturing
July 1, 2017 and thereafter, the City's outstanding Electric System Revenue Bonds, Series FF-2015, dated
May 20, 2015, maturing July 1, 2017 and thereafter and the City's outstanding Electric System Revenue
Bonds, Series GG-2016, dated August 5, 2016, maturing July 1, 2017 and thereafter;

(m) "Parity Bonds" shall mean any bonds issued on a parity with the Series HH-2017 Bonds
and the Outstanding Bonds pursuant to the 1949 Resolution;

(n) "Refunded Bonds" shall mean those portions of the City's outstanding Electric System
Revenue Refunding Bonds, Series W-2005, dated August 10, 2005, maturing July 1, 2018 and thereafter
that are selected for refunding pursuant to Section 10 hereof;

(o) "Refunding Escrow Agent" shall mean the refunding escrow agent under the Refunding
Escrow Agreement as shall be designated by the President and Chief Executive Officer of KUB, or any
successor thereunder pursuant to the terms thereof;

(p) "Refunding Escrow Agreement" shall mean the Refunding Escrow Agreement, dated as
of the date of the Series HH-2017 Bonds that is authorized to be entered into by and between KUB and
the Refunding Escrow Agent in substantially the form attached hereto as Exhibit B, subject to such
changes therein as shall be permitted by Section 13 hereof;

(9 "Registration Agent" shall mean the registration and paying agent for the Series HH-2017
Bonds designated by the President and Chief Executive Officer of KUB, or any successor as designated
by the Board;

(r) "Series HH-2017 Bonds" shall mean the City's Electric System Revenue Refunding
Bonds, Series HH-2017, dated the date of their issuance or such other date as shall be determined by the
Board pursuant to Section 10 hereof, authorized to be issued by the 1949 Resolution and this resolution in
an aggregate principal amount not to exceed $26,500,000;
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(s) "State" shall mean the State of Tennessee; and

t) "Underwriter" shall mean an investment banking firm qualified to underwrite bonds such
as the Series HH-2017 Bonds in the State of Tennessee selected by the President and Chief Executive
Officer of KUB.

Section 3. Declarations. It is hereby determined that all requirements of the 1949 Resolution
have been or will have been met upon the issuance of the Series HH-2017 Bonds so that the Series HH-
2017 Bonds will be issued as Parity Bonds.

Section 4. Findings of the Governing Body. It is hereby found and determined by the Governing
Body as follows:

(a) The refunding of the Refunded Bonds as set forth herein through the issuance of the
Series HH-2017 Bonds will result in a reduction in debt service payable by the City and KUB over the
term of the Refunded Bonds, thereby effecting a cost savings to the System; and

(b) It is advantageous to the City and KUB to deposit a portion of the proceeds from the sale
of the Series HH-2017 Bonds and other funds of KUB, if any, with the Refunding Escrow Agent pursuant
to the Refunding Escrow Agreement which, together with investment income thereon, will be sufficient to
pay principal of, premium, if any, and interest on the Refunded Bonds, provided, that KUB may dispense
with the use of a Refunding Escrow Agreement to the extent permitted by Section 13 hereof.

Section 5. Authorization and Terms of the Series HH-2017 Bonds. (a) For the purpose of
providing funds for the payment of principal of and premium and interest on the Refunded Bonds to the
earliest practicable optional redemption date thereof, including the payment of legal, fiscal and
administrative costs incident thereto and incident to the issuance and sale of the Series HH-2017 Bonds as
more fully set out in Section 10 hereof, there are hereby authorized to be issued revenue bonds of the City
in the aggregate principal amount of not to exceed $26,500,000. The Series HH-2017 Bonds shall be
issued in fully registered form, without coupons, shall be known as "Electric System Revenue Refunding
Bonds, Series HH-2017" and shall be dated the date of their issuance or such other date as shall be
determined by the Board or the President and Chief Executive Officer of KUB as its designee pursuant to
Section 10 hereof. The Series HH-2017 Bonds shall bear interest at a rate or rates not to exceed five
percent (5.00%) per annum, payable semi-annually on January 1 and July 1 in each year, commencing
July 1, 2017 or such later date as is permitted pursuant to Section 10 hereof. The Series HH-2017 Bonds
shall be initially issued in $5,000 denominations or integral multiples thereof as shall be requested by the
purchaser thereof. The Series HH-2017 Bonds shall mature and be payable either serially or through
mandatory redemption on each July 1 in such years as is established by the Board or the President and
Chief Executive Officer of KUB as its designee pursuant to Section 10, provided that the final maturity
date shall not be later than July 1, 2027, and the Series HH-2017 Bonds shall not have an average
weighted maturity in excess of the average weighted maturity of the Refunded Bonds. The final maturity
schedule shall be established by the award resolution or certificate awarding the Series HH-2017 Bonds to
the successful purchaser thereof or in the Bond Purchase Agreement provided for in Section 10 if the
Series HH-2017 Bonds are sold by negotiated sale.

(b) Subject to adjustment pursuant to Section 10 hereof, the Series HH-2017 Bonds maturing
on or before July 1, 2026 shall mature without option of prior redemption. Series HH-2017 Bonds
maturing on July 1, 2026 and thereafter shall be subject to redemption prior to maturity at the option of
the City, acting through the Board, on or after July 1, 2025, as a whole or in part at any time at a
redemption price equal to the principal amount plus interest accrued to the redemption date.



If less than all the Series HH-2017 Bonds shall be called for redemption, the maturities to be
redeemed shall be selected by the Board in its discretion. If less than all the Series HH-2017 Bonds
within a single maturity shall be called for redemption, the interests within the maturity to be redeemed
shall be selected as follows:

(1) if the Series HH-2017 Bonds are being held under a Book-Entry System by DTC,
or a successor Depository, the amount of the interest of each DTC Participant in the Series HH-2017
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

(i1) if the Series HH-2017 Bonds are not being held under a Book-Entry System by
DTC, or a successor Depository, the Series HH-2017 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.

(c) Pursuant to Section 10 hereof, KUB is authorized to sell the Series HH-2017 Bonds, or
any maturities thereof, as term bonds with mandatory redemption requirements corresponding to the
maturities set forth herein or as determined by KUB. In the event any or all the Series HH-2017 Bonds
are sold as term bonds, KUB shall redeem term bonds on redemption dates corresponding to the maturity
dates set forth in the award resolution or certificate awarding the Series HH-2017 Bonds, in amounts so as
to achieve an amortization of the indebtedness approved by the Board or the President and Chief
Executive Officer of KUB as its designee. DTC, as Depository for the Series HH-2017 Bonds, or any
successor Depository for the Series HH-2017 Bonds, shall determine the interest of each Participant in the
Series HH-2017 Bonds to be redeemed using its procedures generally in use at that time. If DTC, or
another securities depository is no longer serving as Depository for the Series HH-2017 Bonds, the Series
HH-2017 Bonds to be redeemed within a maturity shall be selected by the Registration Agent by lot or
such other random manner as the Registration Agent in its discretion shall select.

At its option, to be exercised on or before the forty-fifth (45th) day next preceding any such
redemption date, KUB may (i) deliver to the Registration Agent for cancellation Series HH-2017 Bonds
to be redeemed, in any aggregate principal amount desired, and/or (ii) receive a credit in respect of its
redemption obligation under this mandatory redemption provision for any Series HH-2017 Bonds of the
maturity to be redeemed which prior to said date have been purchased or redeemed (otherwise than
through the operation of this mandatory sinking fund redemption provision) and canceled by the
Registration Agent and not theretofore applied as a credit against any redemption obligation under this
mandatory sinking fund provision. Each Series HH-2017 Bond so delivered or previously purchased or
redeemed shall be credited by the Registration Agent at 100% of the principal amount thereof on the
obligation of KUB on such payment date and any excess shall be credited on future redemption
obligations in chronological order, and the principal amount of Series HH-2017 Bonds to be redeemed by
operation of this mandatory sinking fund provision shall be accordingly reduced. KUB shall on or before
the forty-fifth (45th) day next preceding each payment date furnish the Registration Agent with its
certificate indicating whether or not and to what extent the provisions of clauses (i) and (ii) of this
subsection are to be availed of with respect to such payment and confirm that funds for the balance of the
next succeeding prescribed payment will be paid on or before the next succeeding payment date.

(d) Notice of call for redemption, whether optional or mandatory, shall be given by the
Registration Agent not less than twenty (20) 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 HH-2017 Bonds to be
redeemed by first-class mail, postage prepaid, at the addresses shown on the bond 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 redemption of any of the
Series HH-2017 Bonds for which proper notice was given. The notice may state that it is conditioned
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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 HH-2017 Bonds, all redemption notices shall
be mailed by the Registration Agent to DTC, or such successor Depository, as the registered owner of the
Series HH-2017 Bonds, as and when above provided, and neither KUB, the City, 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 or Beneficial
Owner will not affect the validity of such redemption. The Registration Agent shall mail said notices, in
the case of term bonds with mandatory redemption requirements as and when provided herein and in the
Series HH-2017 Bonds and, in the case of optional redemption, as and when directed by the Board
pursuant to written instructions from an authorized representative of the Board given at least forty-five
(45) days prior to the redemption date (unless a shorter notice period shall be satisfactory to the
Registration Agent). From and after the redemption date, all Series HH-2017 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 herein. In the case of a Conditional Redemption,
the failure of the City or KUB 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 Bonds called for
redemption and not so paid remain outstanding.

(e) The Series HH-2017 Bonds shall be executed in such manner as may be prescribed by
applicable law, in the name, and on behalf, of the City with the manual or facsimile signature of the Chair
of the Board and attested by the manual or facsimile signature of the Secretary of the Board.

() The City hereby authorizes and directs the Board to appoint a Registration Agent and
paying agent for the Series HH-2017 Bonds, and the Registration Agent so appointed is authorized and
directed to maintain Bond registration records with respect to the Series HH-2017 Bonds, to authenticate
and deliver the Series HH-2017 Bonds as provided herein, either at original issuance, upon transfer, or as
otherwise directed by the Board, to effect transfers of the Series HH-2017 Bonds, to give all notices of
redemption as required herein, to make all payments of principal and interest with respect to the Series
HH-2017 Bonds as provided herein, to cancel and destroy Series HH-2017 Bonds which have been paid
at maturity or upon earlier redemption or submitted for exchange or transfer, to furnish KUB at least
annually a certificate of destruction with respect to Series HH-2017 Bonds canceled and destroyed, and to
furnish KUB at least annually an audit confirmation of Bonds paid, Bonds outstanding and payments
made with respect to interest on the Series HH-2017 Bonds. The payment of all reasonable fees and
expenses of the Registration Agent for the discharge of its duties and obligations hereunder or under any
such agreement is hereby authorized and directed. The Board hereby delegates to the President and Chief
Executive Officer of KUB the authority to select and appoint the Registration Agent and any paying
agents for the Series HH-2017 Bonds and to select and appoint the Refunding Escrow Agent (as well as
any successors to any of the foregoing). The Chair of the Board is hereby authorized to execute and the
Secretary of the Board is hereby authorized to attest such written agreement between KUB and the
Registration Agent as they shall deem necessary or proper with respect to the obligations, duties and
rights of the Registration Agent.

(g) The Series HH-2017 Bonds shall be payable, principal and interest, in lawful money of
the United States of America at the principal corporate trust office of the Registration Agent. The
Registration Agent shall make all interest payments with respect to the Bonds on each interest payment
date directly to the registered owners as shown on the Bond registration records maintained by the
Registration Agent as of the close of business on the fifteenth day of the month next preceding the interest
payment date (the "Regular Record Date") by check or draft mailed to such owners at their addresses
shown on said Bond registration records, without, except for final payment, the presentation or surrender
of such registered Series HH-2017 Bonds, and all such payments shall discharge the obligations of KUB
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in respect of such Series HH-2017 Bonds to the extent of the payments so made. Payment of principal of
the Series HH-2017 Bonds shall be made upon presentation and surrender of such Series HH-2017 Bonds
to the Registration Agent as the same shall become due and payable. All rates of interest specified herein
shall be computed on the basis of a three hundred sixty (360) day year composed of twelve (12) months
of thirty (30) days each. In the event the Series HH-2017 Bonds are no longer registered in the name of
DTC, or a successor Depository, if requested by the Owner of at least $1,000,000 in aggregate principal
amount of the Series HH-2017 Bonds, payment of interest on such Series HH-2017 Bonds shall be paid
by wire transfer to a bank within the continental United States or deposited to a designated account if such
account is maintained with the Registration Agent and written notice of any such election and designated
account is given to the Registration Agent prior to the record date.

(h) Any interest on any Series HH-2017 Bond which is payable but is not punctually paid or
duly provided for on any interest payment date (hereinafter "Defaulted Interest") shall forthwith cease to
be payable to the registered owner on the relevant Regular Record Date; and, in lieu thereof, such
Defaulted Interest shall be paid to the persons in whose names the Series HH-2017 Bonds are registered
at the close of business on a date (the "Special Record Date") for the payment of such Defaulted Interest,
which shall be fixed in the following manner: KUB shall notify the Registration Agent in writing of the
amount of Defaulted Interest proposed to be paid on each Series HH-2017 Bond and the date of the
proposed payment, and at the same time KUB shall deposit with the Registration Agent an amount of
money equal to the aggregate amount proposed to be paid in respect of such Defaulted Interest or shall
make arrangements satisfactory to the Registration Agent for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the persons entitled to
such Defaulted Interest as in this Section provided. Thereupon, not less than ten (10) days after the
receipt by the Registration Agent of the notice of the proposed payment, the Registration Agent shall fix a
Special Record Date for the payment of such Defaulted Interest which Date shall be not more than fifteen
(15) nor less than ten (10) days prior to the date of the proposed payment to the registered owners. The
Registration Agent shall promptly notify KUB of such Special Record Date and, in the name and at the
expense of KUB, not less than ten (10) days prior to such Special Record Date, shall cause notice of the
proposed payment of such Defaulted Interest and the Special Record Date therefor to be mailed, first class
postage prepaid, to each registered owner at the address thereof as it appears in the Bond registration
records maintained by the Registration Agent as of the date of such notice. Nothing contained in this
Section or in the Series HH-2017 Bonds shall impair any statutory or other rights in law or in equity of
any registered owner arising as a result of the failure of KUB to punctually pay or duly provide for the
payment of principal of, premium, if any, and interest on the Series HH-2017 Bonds when due.

(1) The Series HH-2017 Bonds are transferable only by presentation to the Registration
Agent by the registered owner, or his legal representative duly authorized in writing, of the registered
Series HH-2017 Bond(s) to be transferred with the form of assignment on the reverse side thereof
completed in full and signed with the name of the registered owner as it appears upon the face of the
Series HH-2017 Bond(s) accompanied by appropriate documentation necessary to prove the legal
capacity of any legal representative of the registered owner. Upon receipt of the Series HH-2017 Bond(s)
in such form and with such documentation, if any, the Registration Agent shall issue a new Series HH-
2017 Bond or Series HH-2017 Bonds to the assignee(s) in $5,000 denominations, or integral multiples
thereof, as requested by the registered owner requesting transfer. The Registration Agent shall not be
required to transfer or exchange any Series HH-2017 Bond during the period commencing on a Regular
or Special Record Date and ending on the corresponding interest payment date of such Series HH-2017
Bond, nor to transfer or exchange any Series HH-2017 Bond after notice calling such Series HH-2017
Bond for redemption has been made, nor to transfer or exchange any Series HH-2017 Bond during the
period following the receipt of instructions from KUB to call such Series HH-2017 Bond for redemption;
provided, the Registration Agent, at its option, may make transfers after any of said dates. No charge
shall be made to any registered owner for the privilege of transferring any Series HH-2017 Bond,
provided that any transfer tax relating to such transaction shall be paid by the registered owner requesting
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transfer. The person in whose name any Series HH-2017 Bond shall be registered shall be deemed and
regarded as the absolute owner thereof for all purposes and neither KUB nor the Registration Agent shall
be affected by any notice to the contrary whether or not any payments due on the Series HH-2017 Bonds
shall be overdue. Series HH-2017 Bonds, upon surrender to the Registration Agent, may, at the option of
the registered owner, be exchanged for an equal aggregate principal amount of Series HH-2017 Bonds of
the same maturity in any authorized denomination or denominations. This subsection shall be applicable
only if the Series HH-2017 Bonds are no longer held by a Depository, and as long as the Series HH-2017
Bonds are held by a Depository, transfers of ownership interests in the Series HH-2017 Bonds shall be
governed by the rules of the Depository.

) Except as otherwise authorized herein, the Series HH-2017 Bonds shall be registered in
the name of Cede & Co., as nominee of DTC, which will act as the Depository for the Series HH-2017
Bonds except as otherwise provided herein. References in this Section to a Series HH-2017 Bond or the
Series HH-2017 Bonds shall be construed to mean the Series HH-2017 Bond or the Series HH-2017
Bonds that are held under the Book-Entry System. One Series HH-2017 Bond for each maturity of the
Series HH-2017 Bonds shall be issued to DTC and immobilized in its custody or a custodian of DTC.
The Bond Registrar is a custodian and agent for DTC, and the Series HH-2017 Bond will be immobilized
in its custody. A Book-Entry System shall be employed, evidencing ownership of the Series HH-2017
Bonds in authorized denominations, with transfers of beneficial ownership effected on the records of
DTC and the DTC Participants pursuant to rules and procedures established by DTC.

Each DTC Participant shall be credited in the records of DTC with the amount of such DTC
Participant's interest in the Series HH-2017 Bonds. Beneficial ownership interests in the Series HH-2017
Bonds may be purchased by or through DTC Participants. The holders of these beneficial ownership
interests are hereinafter referred to as the "Beneficial Owners." The Beneficial Owners shall not receive
the Series HH-2017 Bonds representing their beneficial ownership interests. The ownership interests of
each Beneficial Owner shall be recorded through the records of the DTC Participant from which such
Beneficial Owner purchased its Series HH-2017 Bonds. Transfers of ownership interests in the Series
HH-2017 Bonds shall be accomplished by book entries made by DTC and, in turn, by DTC Participants
acting on behalf of Beneficial Owners. SO LONG AS CEDE & CO., AS NOMINEE FOR DTC, IS THE
REGISTERED OWNER OF THE SERIES HH-2017 BONDS, THE REGISTRATION AGENT SHALL
TREAT CEDE & CO., AS THE ONLY HOLDER OF THE SERIES HH-2017 BONDS FOR ALL
PURPOSES UNDER THIS RESOLUTION, INCLUDING RECEIPT OF ALL PRINCIPAL OF,
PREMIUM, IF ANY, AND INTEREST ON THE SERIES HH-2017 BONDS, RECEIPT OF NOTICES,
VOTING AND TAKING OR NOT TAKING, OR CONSENTING TO, CERTAIN ACTIONS UNDER
THIS RESOLUTION.

Payments of principal, interest, and redemption premium, if any, with respect to the Series HH-
2017 Bonds, so long as DTC is the only owner of the Series HH-2017 Bonds, shall be paid by the
Registration Agent directly to DTC or its nominee, Cede & Co. as provided in the Letter of
Representation relating to the Series HH-2017 Bonds from the City, acting by and through KUB, and the
Registration Agent to DTC (the "Letter of Representation"). DTC shall remit such payments to DTC
Participants, and such payments thereafter shall be paid by DTC Participants to the Beneficial Owners.
Neither the City, KUB nor the Registration Agent shall be responsible or liable for payment by DTC or
DTC Participants, for sending transaction statements or for maintaining, supervising or reviewing records
maintained by DTC or DTC Participants.

In the event that (1) DTC determines not to continue to act as Depository for the Series HH-2017
Bonds or (2) to the extent permitted by the rules of DTC, the Board determines to discontinue the Book-
Entry System, the Book-Entry System with DTC shall be discontinued. If the Board fails to identify
another qualified securities depository to replace DTC, the Board shall cause the Registration Agent to



authenticate and deliver replacement Series HH-2017 Bonds in the form of fully registered Series HH-
2017 Bonds to each Beneficial Owner.

NEITHER THE CITY, KUB NOR THE REGISTRATION AGENT SHALL HAVE ANY
RESPONSIBILITY OR OBLIGATIONS TO ANY DTC PARTICIPANT OR ANY BENEFICIAL
OWNER WITH RESPECT TO (i) THE SERIES HH-2017 BONDS; (ii) THE ACCURACY OF ANY
RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT; (iii) THE PAYMENT BY DTC
OR ANY DTC PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT OF THE PRINCIPAL OF AND INTEREST ON THE SERIES HH-2017 BONDS; (iv) THE
DELIVERY OR TIMELINESS OF DELIVERY BY DTC OR ANY DTC PARTICIPANT OF ANY
NOTICE DUE TO ANY BENEFICIAL OWNER THAT IS REQUIRED OR PERMITTED UNDER
THE TERMS OF THIS RESOLUTION TO BE GIVEN TO BENEFICIAL OWNERS, (v) THE
SELECTION OF BENEFICIAL OWNERS TO RECEIVE PAYMENTS IN THE EVENT OF ANY
PARTIAL REDEMPTION OF THE SERIES HH-2017 BONDS; OR (vi) ANY CONSENT GIVEN OR
OTHER ACTION TAKEN BY DTC, OR ITS NOMINEE, CEDE & CO., AS OWNER.

If the purchaser or Underwriter certifies that it intends to hold the Series HH-2017 Bonds for its
own account, then the City may issue, acting by and through KUB, certificated Bonds without the
utilization of DTC and the Book-Entry System.

(k) In case any Series HH-2017 Bond shall become mutilated, or be lost, stolen, or destroyed,
the City, acting by and through KUB, in its discretion, shall issue, and the Registration Agent, upon
written direction from KUB, shall authenticate and deliver, a new Series HH-2017 Bond of like tenor,
amount, maturity and date, in exchange and substitution for, and upon the cancellation of, the mutilated
Series HH-2017 Bond, or in lieu of and in substitution for such lost, stolen or destroyed Series HH-2017
Bond, or if any such Series HH-2017 Bond shall have matured or shall be about to mature, instead of
issuing a substituted Series HH-2017 Bond KUB may pay or authorize payment of such Series HH-2017
Bond without surrender thereof. In every case the applicant shall furnish evidence satisfactory to KUB
and the Registration Agent of the destruction, theft or loss of such Series HH-2017 Bond, and indemnity
satisfactory to KUB and the Registration Agent; and KUB may charge the applicant for the issue of such
new Series HH-2017 Bond an amount sufficient to reimburse KUB for the expense incurred by it in the
issue thereof.

)] The Registration Agent is hereby authorized to authenticate and deliver the Series HH-
2017 Bonds to DTC, on behalf of the initial purchaser thereof, or an agent of DTC, upon receipt by KUB
of the proceeds of the sale thereof, subject to the rules of the depository, and to authenticate and deliver
Series HH-2017 Bonds in exchange for Series HH-2017 Bonds of the same principal amount delivered
for transfer upon receipt of the Series HH-2017 Bond(s) to be transferred in proper form with proper
documentation as hereinabove described. The Series HH-2017 Bonds shall not be valid for any purpose
unless authenticated by the Registration Agent by the manual signature of an authorized representative
thereof on the certificate set forth herein on the Series HH-2017 Bond form.

(m) The Registration Agent is hereby authorized to take such action as may be necessary
from time to time to qualify and maintain the Series HH-2017 Bonds for deposit with DTC, including but
not limited to, wire transfers of interest and principal payments with respect to the Series HH-2017
Bonds, utilization of electronic book entry data received from DTC in place of actual delivery of Series
HH-2017 Bonds and provision of notices with respect to Series HH-2017 Bonds registered by DTC (or
any of its designees identified to the Registration Agent) by overnight delivery, courier service, telegram,
telecopy or other similar means of communication. No such arrangements with DTC may adversely
affect the interest of any of the Beneficial Owners of the Series HH-2017 Bonds, provided, however, that
the Registration Agent shall not be liable with respect to any such arrangements it may make pursuant to
this section.
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Section 6. Source of Payment. The Series HH-2017 Bonds shall be payable solely from and be
secured by a pledge of the Net Revenues of the System as hereinafter provided and as provided in the
1949 Resolution on a parity and equality of lien with the Outstanding Bonds. The punctual payment of
principal of and interest on the Series HH-2017 Bonds, the Outstanding Bonds and any Parity Bonds shall
be secured equally and ratably by the Net Revenues of the System, without priority by reason of series,
number or time of sale and delivery. The owners of the Series HH-2017 Bonds shall have no recourse to
the power of taxation of the City.

Section 7. Form of Series HH-2017 Bonds. The Series HH-2017 Bonds shall be in substantially
the following form, the omissions to be appropriately completed when the Series HH-2017 Bonds are
prepared and delivered:

(Form of Series HH-2017 Bond)

REGISTERED REGISTERED
Number $
UNITED STATES OF AMERICA
STATE OF TENNESSEE
COUNTY OF KNOX
CITY OF KNOXVILLE

ELECTRIC SYSTEM REVENUE REFUNDING BONDS, SERIES HH-2017

Interest Rate: Maturity Date: Date of Bond: CUSIP No.:

Registered Owner:
Principal Amount:

KNOW ALL PERSONS BY THESE PRESENTS: That the City of Knoxville, a municipal
corporation lawfully organized and existing in Knox County, Tennessee (the "City"), acting by and
through the Knoxville Utilities Board ("KUB"), for value received hereby promises to pay to the
registered owner hereof, hereinabove named, or registered assigns, in the manner hereinafter provided,
the principal amount hereinabove set forth on the maturity date hereinabove set forth, or upon earlier
redemption, as set forth herein, and to pay interest (computed on the basis of a 360-day year of twelve 30-
day months) on said principal amount at the annual rate of interest hereinabove set forth from the date
hereof until said maturity date or redemption date, said interest being payable on July 1, 2017, and semi-
annually thereafter on the first day of January and July in each year until this Bond matures or is
redeemed. Both principal hereof and interest hereon are payable in lawful money of the United States of
America by check or draft at the designated corporate trust office of ,

, Tennessee, as registration agent and paying agent (the "Registration Agent"). The
Registration Agent shall make all interest payments with respect to this Bond by check or draft on each
interest payment date directly to the registered owner hereof shown on the bond registration records
maintained by the Registration Agent as of the close of business on the day which is the fifteenth (15th)
day of the month next preceding the interest payment date (the "Regular Record Date") by depositing said
payment in the United States mail, postage prepaid, addressed to such owner at such owner's address
shown on said bond registration records, without, except for final payment, the presentation or surrender
of this Bond, and all such payments shall discharge the obligations of the City and KUB to the extent of
the payments so made. Any such interest not so punctually paid or duly provided for on any interest
payment date shall forthwith cease to be payable to the registered owner on the relevant Regular Record
Date; and, in lieu thereof, such defaulted interest shall be payable to the person in whose name this Bond
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is registered at the close of business on the date (the "Special Record Date") for payment of such
defaulted interest to be fixed by the Registration Agent, notice of which shall be given to the owners of
the Bonds of the issue of which this Bond is one not less than ten (10) days prior to such Special Record
Date. Payment of principal of and premium, if any, on the Bonds shall be made when due upon
presentation and surrender of this Bond to the Registration Agent.

Except as otherwise provided herein or in the Resolution, as hereinafter defined, this Bond shall
be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York ("DTC"), which will act as securities depository for the Bonds of the series of which this Bond is
one. One Bond for each maturity of the Bonds shall be issued to DTC and immobilized in its custody or a
custodian of DTC. The Bond Registrar is a custodian and agent for DTC, and the Bond will be
immobilized in its custody. A book-entry system (the "Book-Entry System") shall be employed,
evidencing ownership of the Bonds in $5,000 denominations, or multiples thereof, with transfers of
beneficial ownership effected on the records of DTC and the DTC Participants, as defined in the
Resolution, pursuant to rules and procedures established by DTC. So long as Cede & Co., as nominee for
DTC, is the registered owner of the Bonds, the City, KUB and the Registration Agent shall treat Cede &
Co., as the only owner of the Bonds for all purposes under the Resolution, including receipt of all
principal of, premium, if any, and interest on the Bonds, receipt of notices, voting and requesting or
taking or not taking, or consenting to, certain actions hereunder. Payments of principal, maturity amounts,
interest, and redemption premium, if any, with respect to the Bonds, so long as DTC is the only owner of
the Bonds, shall be paid directly to DTC or its nominee, Cede & Co. DTC shall remit such payments to
DTC Participants, and such payments thereafter shall be paid by DTC Participants to the Beneficial
Owners, as defined in the Resolution. Neither the City, KUB, nor the Registration Agent shall be
responsible or liable for payment by DTC or DTC Participants, for sending transaction statements or for
maintaining, supervising or reviewing records maintained by DTC or DTC Participants. In the event that
(1) DTC determines not to continue to act as securities depository for the Bonds or (2) to the extent
permitted by the rules of DTC, the Board of Commissioners of KUB (the "Board") determines to
discontinue the Book-Entry System, the Book-Entry System with DTC shall be discontinued. If the
Board fails to identify another qualified securities depository to replace DTC, the Board shall cause the
Registration Agent to authenticate and deliver replacement Bonds in the form of fully registered Bonds to
each Beneficial Owner. Neither the City, KUB nor the Registration Agent shall have any responsibility or
obligations to any DTC Participant or any Beneficial Owner with respect to (i) the Bonds; (ii) the
accuracy of any records maintained by DTC or any DTC Participant; (iii) the payment by DTC or any
DTC Participant of any amount due to any Beneficial Owner in respect of the principal or maturity
amounts of and interest on the Bonds; (iv) the delivery or timeliness of delivery by DTC or any DTC
Participant of any notice due to any Beneficial Owner that is required or permitted under the terms of the
Resolution to be given to Beneficial Owners, (v) the selection of Beneficial Owners to receive payments
in the event of any partial redemption of the Bonds; or (vi) any consent given or other action taken by
DTC, or its nominee, Cede & Co., as owner.

The Bonds of the issue of which this Bond is one maturing on or before July 1, 2026 shall mature
without option of prior redemption. The Bonds maturing on July 1, 2026 and thereafter shall be subject
to redemption prior to maturity at the option of the City, acting through the Board, on or after July 1,
2025, as a whole or in part at any time at a redemption price equal to the principal amount plus interest
accrued to the redemption date.

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

(1) if the Bonds are being held under a Book-Entry System by DTC, or a successor
Depository, the amount of the interest of each DTC Participant in the Bonds to be redeemed shall
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be determined by DTC, or such successor Depository, by lot or such other manner as DTC, or
such successor Depository, shall determine; or

(i1) if the Series Bonds are not being held under a Book-Entry System by DTC, or a
successor Depository, the 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. |

[Subject to the credit hereinafter provided, the City acting by and through KUB, shall redeem
Bonds maturing on the redemption dates set forth below opposite such maturity date, in aggregate
principal amounts equal to the respective dollar amounts set forth below opposite the redemption dates at
a price of par plus accrued interest thereon to the date of redemption. DTC, as securities depository for
the series of Bonds of which this Bond is one, or any successor Depository for the Bonds, shall determine
the interest of each Participant in the Bonds to be redeemed using its procedures generally in use at that
time. If DTC, or another securities depository is no longer serving as securities depository for the Bonds,
the Bonds to be redeemed within a maturity shall be selected by the Registration Agent by lot or such
other random manner as the Registration Agent in its discretion shall select. The dates of redemption and
amount of Bonds to be redeemed on said dates are as follows:

Principal Amount
Redemption of Bonds to be
Maturity Date Redeemed

*final maturity

At its option, to be exercised on or before the forty-fifth (45th) day next preceding any such
redemption date, the City, acting through KUB, may (i) deliver to the Registration Agent for cancellation
Bonds to be redeemed, in any aggregate principal amount desired, and/or (ii) receive credit in respect of
its redemption obligation under the mandatory redemption provision for any Bonds to be redeemed which
prior to said date have been purchased or redeemed (otherwise than by mandatory redemption) and
canceled by the Registration Agent and not theretofore applied as a credit against any redemption
obligation under the mandatory redemption provision. Each Bond so delivered or previously purchased
or redeemed shall be credited by the Registration Agent at 100% of the principal amount thereof on the
obligation of KUB on such payment date and any excess shall be credited on future redemption
obligations in chronological order, and the principal amount of the Bonds to be redeemed by operation of
the mandatory redemption provision shall be accordingly reduced. KUB shall on or before the forty-fifth
(45th) day next preceding each payment date furnish the Registration Agent with its certificate indicating
whether or not and to what extent the provisions of clauses (i) and (ii) of this paragraph are to be availed
of with respect to such payment and confirm that funds for the balance of the next succeeding prescribed
payment will be paid on or before the next succeeding payment date.

Notice of call for redemption, whether optional or mandatory shall be given by the Registration
Agent on behalf of the City, but only upon direction of the Board, not fewer than twenty (20) nor more
than sixty (60) days prior to the date fixed for redemption by sending an appropriate notice to the
registered owners of the Bonds to be redeemed by first-class mail, postage prepaid, at the addresses
shown on the Bond 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 Bonds for which proper notice was given. The notice may
state that it is conditioned upon the deposit of moneys in an amount equal to the amount necessary to
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affect the redemption with the Registration Agent no later than the redemption date ("Conditional
Redemption"). From and after any redemption date, all 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 given as set forth in the Resolution, as hereafter defined. In the case of a Conditional
Redemption, the failure of the City or KUB 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 Bonds
called for redemption and not so paid remain outstanding. |

The Bonds of the issue of which this Bond is one are issuable only as fully registered Bonds,
without coupons, in the denomination of Five Thousand Dollars ($5,000) or any authorized integral
multiple thereof. At the designated corporate trust office of the Registration Agent, in the manner and
subject to the limitations, conditions and charges provided in the Resolution, fully registered Bonds may
be exchanged for an equal aggregate principal amount of fully registered Bonds of the same maturity, of
authorized denominations, and bearing interest at the same rate. The Bonds shall be numbered
consecutively from one upwards and will be made eligible for the Book-Entry System of DTC. Except as
otherwise provided in this paragraph and the Resolution, as hereinafter defined, the Bonds shall be
registered in the name of Cede & Co. as nominee of DTC. The Board may discontinue use of DTC for
Bonds at any time upon determination by the Board that the use of DTC is no longer in the best interest of
the beneficial owners of the Bonds. Upon such determination, registered ownership of the Bonds may be
transferred on the registration books maintained by the Registration Agent, and the Bonds may be
delivered in physical form to the following:

1. any successor of DTC or its nominee;

ii. any substitute depository to which the Registration Agent does not unreasonably

object, upon (a) the resignation of DTC or its successor (or any substitute depository or
its successor) from its functions as depository, or (b) a determination by the Board that DTC or its
successor (or any substitute depository or its successor) is no longer able to carry out its functions
as depository; or

iii. any person, upon (a) the resignation of DTC or its successor (or substitute
depository or its successor) from its functions as depository, or (b) termination by the Board of
the use of DTC (or substitute depository or its successor).

In the event that this Bond is no longer held in a Book-Entry System by DTC, this Bond shall be
transferable by the registered owner hereof in person or by such owner's attorney duly authorized in
writing at the principal corporate trust office of the Registration Agent set forth on the front side hereof,
but only in the manner, subject to limitations and upon payment of the charges provided in the Resolution
and upon surrender and cancellation of this Bond. Upon such transfer a new Bond or Bonds of authorized
denomination or denominations of the same maturity and interest rate for the same aggregate principal
amount will be issued to the transferee in exchange therefor. The person in whose name this Bond is
registered shall be deemed and regarded as the absolute owner thereof for all purposes and neither the
City, KUB nor the Registration Agent shall be affected by any notice to the contrary whether or not any
payments due on the Bond shall be overdue. Bonds, upon surrender to the Registration Agent, may, at
the option of the registered owner thereof, be exchanged for an equal aggregate principal amount of the
Bonds of the same maturity in authorized denomination or denominations, upon the terms set forth in the
Resolution. The Registration Agent shall not be required to transfer or exchange any Bond during the
period commencing on a Regular Record Date or Special Record Date and ending on the corresponding
interest payment date of such Bond, nor to transfer or exchange any Bond after the notice calling such
Bond for redemption has been made, nor during a period following the receipt of instructions from the
Board to call such Bond for redemption.
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This Bond is one of a total authorized issue aggregating $26,500,000 and issued by the City for
the purpose of providing funds to refinance the outstanding principal amount of the City's outstanding
Electric System Revenue Refunding Bonds, Series W-2005, dated August 10, 2005, maturing July 1,
2018 and thereafter (the "Refunded Bonds"), including the payment of legal, fiscal and administrative
costs incident thereto and costs incident to the issuance of the Bonds, under and in full compliance with
the Constitution and statutes of the State of Tennessee, including Sections 7-34-101 et seq. and Section 9-
21-101 et seq., Tennessee Code Annotated, and pursuant to Resolution No. 1644 duly adopted by the City
Council of the City on January 4, 1949, as supplemented and amended by Resolution No. 2171 duly
adopted by the City Council of the City on February 22, 1955, Resolution No. 3491 duly adopted by the
City Council of the City on February 21, 1967, Resolution No. R-317-90 duly adopted by the City
Council of the City on October 30, 1990, Resolution No. R-469-92 duly adopted by the City Council of
the City on October 13, 1992, Resolution No. R-472-93 duly adopted by the City Council of the City on
October 26, 1993, Resolution No. R-95-95 duly adopted by the City Council of the City on February 28,
1995, Resolution No. R-422-98 duly adopted by the City Council of the City on October 20, 1998,
Resolution No. R-64-01 duly adopted by the City Council of the City on February 20, 2001, Resolution
No. R-149-01 duly adopted by the City Council of the City on March 20, 2001, Resolution No. R-480-01
duly adopted by the City Council of the City on October 30, 2001, Resolution No. R-59-04 duly adopted
by the City Council of the City on March 2, 2004, Resolution No. R-261-05 duly adopted by the City
Council on July 5, 2005, Resolution No. R-78-06 duly adopted by the City Council on February 28, 2006,
Resolution No. R-251-08 duly adopted by the City Council of the City on July 29, 2008, Resolution No.
R-332-2010 duly adopted by the City Council of the City on November 2, 2010, Resolution No. R-335-
2011 duly adopted by the City Council of the City on December 13, 2011, Resolution No. R-289-2012
duly adopted by the City Council of the City on October 16, 2012, Resolution No. R-321-2012 adopted
by the City Council of the city on November 13, 2012, Resolution No. R-213-2014 adopted by the City
Council of the City on June 24, 2014, Resolution No. R-81-2015 adopted by the City Council of the City
on March 3, 2015, Resolution No. R-129-2015 adopted by the City Council of the City on March 31,
2015, Resolution No. R-214-2016 adopted by the City Council of the City on June 21, 2016 and
Resolution No. R-  -2017 adopted by the City Council of the City on , 2017 (as
supplemented and amended, the "Resolution").

This Bond, and interest hereon, are payable solely from and secured by a pledge of the income
and revenues to be derived from the operation of the electrical power distribution system of the City (the
"System"), subject only to the payment of the reasonable and necessary costs of operating, maintaining,
repairing, and insuring the System. The Bonds of the series of which this Bond is one shall enjoy
complete parity and equality of lien with the City's outstanding Electric System Revenue Refunding
Bonds, Series W-2005 to the extent not refunded with the proceeds of the Bonds, dated August 10, 2005,
maturing July 1, 2017 and thereafter, the City's outstanding Electric System Revenue Bonds, Series Y-
2009, dated July 1, 2015, maturing July 1, 2017 and thereafter, the City's outstanding Electric System
Revenue Bonds, Series Z-2010 (Federally Taxable Build America Bonds), dated December 8, 2010,
maturing July 1, 2017 and thereafter, the City's outstanding Electric System Revenue Refunding Bonds,
Series AA-2012, dated April 20, 2012, maturing July 1, 2017 and thereafter, the City's outstanding
Electric System Revenue Bonds, Series BB-2012, dated December 18, 2012, maturing July 1, 2017 and
thereafter, the City's outstanding Electric System Revenue Refunding Bonds, Series CC-2013, dated
March 15, 2013, maturing July 1, 2017 and thereafter, the City's outstanding Electric System Revenue
Bonds, Series DD-2014, dated September 18, 2014, maturing July 1, 2017 and thereafter, the City's
outstanding Electric System Revenue Refunding Bonds, Series EE-2015, dated May 1, 2015, maturing
July 1, 2017 and thereafter, the City's outstanding Electric System Revenue Bonds, Series FF-2015, dated
May 20, 2015, maturing July 1, 2017 and thereafter and the City's outstanding Electric System Revenue
Bonds, Series GG-2016, dated August 5, 2016, maturing July 1, 2017 and thereafter (collectively, the
"Outstanding Bonds"). As provided in the Resolution, the punctual payment of principal of, premium, if
any, and interest on the series of Bonds of which this Bond is one, the Outstanding Bonds, and any other
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bonds issued on a parity therewith pursuant to the terms of the Resolution shall be secured equally and
ratably by said revenues without priority by reason of series, number or time of sale or delivery. The
owner of this Bond shall have no recourse to the power of taxation of the City. The Board has
covenanted that it will fix and impose such rates and charges for the services rendered by the System and
will collect and account for sufficient revenues to pay promptly the principal of and interest on this Bond
and the issue of which it is a part, as each payment becomes due. For a more complete statement of the
revenues from which and conditions under which this Bond is payable, a statement of the conditions on
which obligations may hereafter be issued on a parity with this Bond, the general covenants and
provisions pursuant to which this Bond is issued and the terms upon which the Resolution may be
modified, reference is hereby made to the Resolution.

Under existing law, this Bond and the income therefrom are exempt from all present state, county
and municipal taxation in Tennessee except (a) Tennessee excise taxes on all or a portion of the interest
on this Bond during the period such Bond is held or beneficially owned by any organization or entity,
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 this Bond in the Tennessee
franchise tax base or any organization or entity, other than a sole proprietorship or general partnership,
doing business in the State of Tennessee.

It is hereby certified, recited, and declared that all acts, conditions and things required to exist,
happen and be performed precedent to and in the issuance of this Bond exist, have happened and have
been performed in due time, form and manner as required by law, and that the amount of this Bond,
together with all other indebtedness of either the City or KUB, does not exceed any limitation prescribed
by the constitution and statutes of the State of Tennessee.

IN WITNESS WHEREOF, the City acting by and through the Board has caused this Bond to be
signed by the Chair of the Board by her manual or facsimile signature and attested by the Secretary of the
Board by his manual or facsimile signature, all as of the date hereinabove set forth.

CITY OF KNOXVILLE
by and through the
KNOXVILLE UTILITIES BOARD

By:
Chair
ATTESTED:
Secretary
Transferable and payable at the
designated corporate trust office of:
, Tennessee

Date of Registration:

This Bond is one of the issue of Bonds issued pursuant to the Resolution hereinabove described.
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Registration Agent

By:

Authorized Representative

FORM OF ASSIGNMENT

FOR VALUE RECEIVED, the wundersigned sells, assigns, and transfers unto
, [Please insert Federal Tax Identification Number or Social Security
Number of Assignee ] whose address is
, the within bond of the City of Knoxville, Tennessee,
and does hereby irrevocably constitute and appoint , ,
Tennessee, attorney, to transfer the said bond on the records kept for registration thereof with full power
of substitution in the premises.

Dated:

NOTICE: The signature to this
assignment must correspond with
the name of the registered owner
as it appears on the face of the
within Bond in every particular,
without alteration or enlargement
or any change whatsoever.
Signature guaranteed:

NOTICE: Signature(s) must be
guaranteed by a member firm of
a Medallion Program acceptable
to the Registration Agent.

Section 8. Equality of Lien; Pledge of Net Revenues. The punctual payment of principal of,
premium, if any, and interest on the Series HH-2017 Bonds, the Outstanding Bonds and any Parity Bonds
shall be secured equally and ratably by the Net Revenues of the System without priority by reason of
series, number or time of sale or execution or delivery, and the Net Revenues of the System are hereby
irrevocably pledged to the punctual payment of such principal, premium and interest as the same become
due.

Section 9. Applicability of the 1949 Resolution. The Series HH-2017 Bonds are issued in
compliance with the 1949 Resolution so as to be on a parity with the Outstanding Bonds, and, when duly
delivered, the Series HH-2017 Bonds shall constitute a series of bonds issued under the authority of the
1949 Resolution. All recitals, provisions, covenants and agreements contained in the 1949 Resolution, as
supplemented and amended herein (except insofar as any of said recitals, provisions, covenants and
agreements necessarily relate exclusively to any series of the Outstanding Bonds) are hereby ratified and
confirmed and incorporated herein by reference and, for so long as any of the Series HH-2017 Bonds
shall be outstanding and unpaid either as to principal or interest, or until discharge and satisfaction of the
Series HH-2017 Bonds as provided in Section 12 hereof, shall be applicable to the Series HH-2017
Bonds, shall inure to the benefit of owners of the Series HH-2017 Bonds as if set out in full herein, and
shall be fully enforceable by the owner of any Series HH-2017 Bond.
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All references to "holder" or "holders" in the 1949 Resolution shall be deemed to include owners
of the Series HH-2017 Bonds, and all references to "Bonds" in the 1949 Resolution shall be deemed to
include the Series HH-2017 Bonds.

Section 10. Sale of Series HH-2017 Bonds.

(a) The Series HH-2017 Bonds or any emission thereof may be sold at negotiated sale to the
Underwriter or at public sale as determined by the President and Chief Executive Officer of KUB at a
price of not less than 98.00% of par, exclusive of original issue discount, plus accrued interest, if any,
provided, however, that no emission of Series HH-2017 Bonds may be sold at negotiated sale unless the
Audit and Finance Committee of the Board has previously approved the sale of such emission at
negotiated sale. The sale of any emission of the Series HH-2017 Bonds to the Underwriter or by public
sale shall be binding on the City and KUB, and no further action of the Board with respect thereto shall be
required.

(b) The President and Chief Executive Officer of KUB, as the designee of the Board, is
further authorized with respect to each emission of Series HH-2017 Bonds to:

(D) change the dated date to a date other than the date of issuance;

2) specify or change the series designation of the Series HH-2017 Bonds to a
designation other than "Electric System Revenue Refunding Bonds";

3) change the first interest payment date to a date other than July 1, 2017, provided
that such date is not later than twelve months from the dated date of such emission of Series HH-
2017 Bonds;

4) establish and adjust the principal and interest payment dates and determine
maturity or mandatory redemption amounts of the Series HH-2017 Bonds or any emission
thereof, provided that (A) the total principal amount of all emissions of the Series HH-2017
Bonds does not exceed the total amount of Series HH-2017 Bonds authorized herein; (B) the final
maturity date of each emission shall be not later than July 1, 2027; and (C) the debt service
schedule is substantially the same as what was presented to the State Director in connection with
requesting a report on the refunding of the Refunded Bonds;

%) modify or remove the optional redemption provisions contained herein, provided
that the premium amount to be paid in connection with any redemption provision shall not exceed
two percent (2%) of the principal amount thereof;

(6) sell the Series HH-2017 Bonds, or any emission thereof, or any maturities
thereof as term bonds with mandatory redemption requirements as determined by the Board, as it
shall deem most advantageous to KUB; and

(7 cause all or a portion of the Series HH-2017 Bonds to be insured by a bond
insurance policy issued by a nationally recognized bond insurance company to achieve the
purposes set forth herein and to serve the best interests of KUB and to enter into agreements with
such insurance company to the extent not inconsistent with this Resolution.

(c) If any emission of Series HH-2017 Bonds is sold at negotiated sale, the President and
Chief Executive Officer of KUB is authorized to execute a Bond Purchase Agreement with respect to
such emission of Series HH-2017 Bonds, providing for the purchase and sale of the Series HH-2017
Bonds, or any emission thereof. Each Bond Purchase Agreement shall be in substantially the form
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attached hereto as Exhibit A, with such changes as the President and Chief Executive Officer deems
necessary or advisable in connection with the sale of such Series HH-2017 Bonds, provided any such
changes are not inconsistent with the terms of this Section. If the Underwriter does not intend to reoffer
the Series HH-2017 Bonds to the public, then the Bond Purchase Agreement shall be conformed to reflect
such intention. The form of the Series HH-2017 Bond set forth in Section 7 hereof shall be conformed to
reflect any changes made pursuant to this Section 10.

(d) The President and Chief Executive Officer and the Chief Financial Officer of KUB, or
either of them, are authorized to cause the Series HH-2017 Bonds, in book-entry form (except as
otherwise authorized herein), to be authenticated and delivered by the Registration Agent to the
purchaser(s), and to execute, publish, and deliver all certificates and documents, including an official
statement, the Bond Purchase Agreement and closing certificates, as they shall deem necessary in
connection with the sale and delivery of each emission of the Bonds.

(e) If the Series HH-2017 Bonds are sold at public sale, the Series HH-2017 Bonds shall be
awarded by the President and Chief Executive Officer of KUB to the bidder that offers to purchase the
Bonds for the lowest true interest cost to KUB.

Section 11. Disposition of Series HH-2017 Bond Proceeds. The proceeds of the sale of the
Series HH-2017 Bonds shall be paid to KUB and used and applied by KUB as follows:

(a) All accrued interest, if any, shall be deposited to the Debt Service Fund created under the
1949 Resolution and used to pay interest on the Series HH-2017 Bonds on the first interest payment date
following delivery of the Series HH-2017 Bonds;

(b) An amount, which together with investment earnings thereon and legally available funds
of KUB, if any, will be sufficient to pay principal of, premium, if any, and interest on the Refunded
Bonds (subject to adjustments permitted by Section 10 above), shall be transferred to the Refunding
Escrow Agent under the Refunding Escrow Agreement to be deposited to the Escrow Fund established
thereunder to be held and applied as provided therein, or if no Refunding Escrow Agreement is utilized
(as permitted by Section 13 hereof), such amount shall be applied by KUB directly to refund the
Refunded Bonds; and

() The remainder shall be applied to the payment of costs of issuance relating to the Series
HH-2017 Bonds. If there are any remaining proceeds of the Series HH-2017 Bonds after application as
provided above, such remaining proceeds shall be used to pay principal and/or interest on the Series HH-
2017 Bonds.

Section 12. Discharge and Satisfaction of Series HH-2017 Bonds. If KUB, on behalf of the City,
shall pay and discharge the indebtedness evidenced by any of the Series HH-2017 Bonds or Parity Bonds
(referred to hereinafter, collectively, in this Section as the "Bonds") in any one or more of the following
ways:

(a) By paying or causing to be paid, by deposit of sufficient funds as and when required with
the Registration Agent, the principal of and interest on such Bonds as and when the same become due and
payable;

(b) By depositing or causing to be deposited with any financial institution which has trust
powers and which is regulated by and the deposits of which are insured by the Federal Deposit Insurance
Corporation or similar federal agency ("an Agent"; which Agent may be the Registration Agent), in trust
or escrow, on or before the date of maturity or redemption, sufficient money or Defeasance Obligations,
the principal of and interest on which, when due and payable, will provide sufficient moneys to pay or
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redeem such Bonds and to pay premium, if any, and interest thereon when due until the maturity or
redemption date (provided, if such Bonds are to be redeemed prior to maturity thereof, proper notice of
such redemption shall have been given or adequate provision shall have been made for the giving of such
notice); or

(c) By delivering such Bonds to the Registration Agent, for cancellation by it;

and if KUB, on behalf of the City, shall also pay or cause to be paid all other sums payable hereunder by
KUB or the City with respect to such Bonds or make adequate provision therefor, and by resolution of the
Board instruct any such Agent to pay amounts when and as required to the Registration Agent for the
payment of principal of and interest and redemption premiums, if any, on such Bonds when due, then and
in that case the indebtedness evidenced by such Bonds shall be discharged and satisfied and all covenants,
liens, pledges, agreements and obligations entered into, created, or imposed hereunder, including the
pledge of and lien on the Net Revenues of the System set forth herein, shall be fully discharged and
satisfied with respect to such Bonds and the owners thereof and shall thereupon cease, terminate and
become void.

If KUB, on behalf of the City, shall pay and discharge or cause to be paid and discharged the
indebtedness evidenced by any of the Bonds in the manner provided in either clause (a) or clause (b)
above, then the registered owners thereof shall thereafter be entitled only to payment out of the money or
Defeasance Obligations deposited as aforesaid.

Except as otherwise provided in this Section, neither Defeasance Obligations nor moneys
deposited with the Agent pursuant to this Section nor principal or interest payments on any such
Defeasance Obligations shall be withdrawn or used for any purpose other than, and shall be held in trust
for, the payment of the principal of and premium, if any, and interest on said Bonds; provided that any
cash received from such principal or interest payments on such Defeasance Obligations deposited with the
Agent, (A) to the extent such cash will not be required at any time for such purpose, shall be paid over to
KUB as received by the Agent and (B) to the extent such cash will be required for such purpose at a later
date, shall, to the extent practicable, be reinvested in Defeasance Obligations maturing at times and in
amounts sufficient to pay when due the principal and premium, if any, and interest to become due on said
Bonds on or prior to such redemption date or maturity date thereof, as the case may be, and interest
earned from such reinvestments, to the extent not needed for the payment of such principal, premium and
interest, shall be paid over to KUB, as received by the Agent. For the purposes of this Section,
Defeasance Obligations shall mean direct obligations of, or obligations, the principal of and interest on
which are guaranteed by, the United States of America, or any agency thereof, obligations of any agency
or instrumentality of the United States or any other obligations at the time of the purchase thereof are
permitted investments under Tennessee law for the purposes described in this Section, which bonds or
other obligations shall not be subject to redemption prior to their maturity other than at the option of the
registered owner thereof.

No redemption privilege shall be exercised with respect to the Series HH-2017 Bonds or any
Parity Bonds except at the option and election of the Board. The right of redemption set forth herein shall
not be exercised by any Registration Agent or Agent unless expressly so directed in writing by an
authorized representative of the Board.

Section 13. Refunding Escrow Agreement. For the purpose of providing for the payment of the
principal of, premium, if any, and interest on the Refunded Bonds, the President and Chief Executive
Officer of KUB is hereby authorized and directed to execute and the Secretary of the Board to attest on
behalf of KUB a Refunding Escrow Agreement with the Refunding Escrow Agent and to deposit with the
Refunding Escrow Agent the amounts to be used by the Refunding Escrow Agent to purchase Defeasance
Obligations as provided therein. The President and Chief Executive Officer of KUB and the Secretary of
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the Board are hereby authorized and directed to execute and deliver the Refunding Escrow Agreement on
behalf of KUB in such form as is approved by the President and Chief Executive Officer of KUB and the
Secretary of the Board, their execution thereof to constitute conclusive evidence of their approval of such
form of the Refunding Escrow Agreement. The Refunding Escrow Agent is hereby authorized and
directed to hold and administer all funds deposited in trust for the payment when due of principal of and
interest on the Refunded Bonds and to exercise such duties as set forth in the Refunding Escrow
Agreement. Notwithstanding the foregoing, the Chief Financial Officer of KUB is authorized to dispense
with the use of a Refunding Escrow Agreement and to apply proceeds of the Bonds directly to the
redemption of the Refunded Bonds if the delivery date of the Bonds is not more than thirty (30) days prior
to the redemption of the Refunded Bonds.

Section 14. Notice of Refunding. Prior to the issuance of the Series HH-2017 Bonds, notice of
the City's intention to refund the Refunded Bonds, to the extent required by applicable law, shall be given
by the registration agent for the Refunded Bonds to be mailed by first-class mail, postage prepaid, to the
registered holders thereof, as of the date of the notice, as shown on the bond registration records
maintained by such registration agent of said Refunded Bonds. The President and Chief Executive
Officer of KUB and the Secretary of the Board, or either of them, is hereby authorized and directed to
authorize the registration agent of said Refunded Bonds to give such notice on behalf of the City in
accordance with this Section.

Section 15. Federal Tax Matters. The City and KUB recognize that the purchasers and owners of
the Series HH-2017 Bonds will have accepted them on, and paid therefor a price that reflects, the
understanding that interest thereon will not be included in gross income for purposes of federal income
taxation under laws in force on the date of delivery of the Series HH-2017 Bonds. In this connection,
KUB, on behalf of the City, agrees that it shall take no action which may render the interest on any of the
Series HH-2017 Bonds includable in gross income for purposes of federal income taxation. It is the
reasonable expectation of the City and KUB that the proceeds of the Series HH-2017 Bonds will not be
used in a manner which will cause the Series HH-2017 Bonds to be "arbitrage bonds" within the meaning
of Section 148 of the Code, and to this end the said proceeds of the Series HH-2017 Bonds and other
related funds established for the purposes herein set out, shall be used and spent expeditiously for the
purposes described herein. In the event Section 148(f) of the Code shall require the payment of any
investment proceeds of the Series HH-2017 Bonds to the United States government, KUB will make such
payments as and when required by said Section 148(f) and will take such other actions as shall be
necessary or permitted to prevent the interest on the Series HH-2017 Bonds from becoming taxable. The
Chair of the Board, the Secretary of the Board, the President and Chief Executive Officer of KUB and
Chief Financial Officer of KUB, or any of them, are authorized and directed to make such certifications in
this regard in connection with the sale of the Bonds as any or all shall deem appropriate, and such
certifications shall constitute a representation and certification of the City and KUB.

Section 16. Official Statement. The President and Chief Executive Officer of KUB, or her
designee, is hereby authorized and directed to provide for the preparation and distribution of a
Preliminary Official Statement describing the Series HH-2017 Bonds. After the Series HH-2017 Bonds
have been awarded, the President and Chief Executive Officer of KUB, or her designee, shall make such
completions, omissions, insertions and changes in the Preliminary Official Statement not inconsistent
with this resolution as are necessary or desirable to complete it as a final Official Statement for purposes
of Rule 15¢2-12(e)(3) of the Securities and Exchange Commission. The President and Chief Executive
Officer of KUB, or her designee, shall arrange for the delivery to the purchaser of the Series HH-2017
Bonds of a reasonable number of copies of the Official Statement within seven business days after the
Series HH-2017 Bonds have been awarded for subsequent delivery by the purchaser to each potential
investor requesting a copy of the Official Statement and to each person to whom such purchaser and
members of his group initially sell the Series HH-2017 Bonds.
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The President and Chief Executive Officer of KUB, or her designee is authorized, on behalf of
the Board, to deem the Preliminary Official Statement and the Official Statement in final form, each to be
final as of its date within the meaning of Rule 15¢2-12(b)(1), except for the omission in the Preliminary
Official Statement of certain pricing and other information allowed to be omitted pursuant to such Rule
15¢2-12(b)(1). The distribution of the Preliminary Official Statement and the Official Statement in final
form shall be conclusive evidence that each has been deemed in final form as of its date by the Board
except for the omission in the Preliminary Official Statement of such pricing and other information.

Section 17. Continuing Disclosure. The City hereby covenants and agrees that KUB will provide
annual financial information and material event notices for the Series HH-2017 Bonds as required by
Rule 15¢2-12 of the Securities and Exchange Commission. The Chief Financial Officer of KUB is
authorized to execute at the closing of the sale of the Series HH-2017 Bonds, an agreement for the benefit
of and enforceable by the owners of the Series HH-2017 Bonds specifying the details of the financial
information and material event notices to be provided and its obligations relating thereto. Failure of KUB
to comply with the undertaking herein described and to be detailed in said closing agreement, shall not be
a default hereunder, but any such failure shall entitle the owner or owners of any of the Bonds to take
such actions and to initiate such proceedings as shall be necessary and appropriate to cause KUB to
comply with its undertaking as set forth herein and in said agreement, including the remedies of
mandamus and specific performance.

Section 18. Separability. If any section, paragraph or provision of this resolution shall be held to
be invalid or unenforceable for any reason, the invalidity or unenforceability of such section, paragraph or
provision shall not affect any of the remaining provisions of this resolution.

Section 19. Repeal of Conflicting Resolutions and Effective Date. All other resolutions and
orders, or parts thereof, in conflict with the provisions of this resolution, are, to the extent of such conflict,
hereby repealed and this resolution shall be in immediate effect from and after its adoption.
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Adopted and approved this day of ,2017.

Mayor

ATTEST:

City Recorder
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STATE OF TENNESSEE )
COUNTY OF KNOX ;

I, Will Johnson, hereby certify that I am the duly qualified and acting City Recorder of the City of
Knoxville, Tennessee, and as such official I further certify that attached hereto is a copy of excerpts from
the minutes of a regular meeting of the governing body of the City Council held on Tuesday,

, 2017; that these minutes were promptly and fully recorded and are open to public
inspection; that [ have compared said copy with the original minute record of said meeting in my official
custody; and that said copy is a true, correct and complete transcript from said original minute record
insofar as said original records relate to an amount not to exceed $26,500,000 Electric System Revenue
Refunding Bonds, Series HH-2017.

WITNESS my official signature and seal of the City of Knoxville, Tennessee, this  day of

, 2017.

City Recorder
(seal)
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EXHIBIT A

$26,500,000
CITY OF KNOXVILLE, TENNESSEE
ACTING ON BEHALF OF KNOXVILLE UTILITIES BOARD
ELECTRIC SYSTEM REVENUE REFUNDING BONDS, SERIES HH-2017

BOND PURCHASE AGREEMENT

,201

Knoxville Utilities Board
445 South Gay Street

Knoxville, Tennessee 37902
Gentlemen:

The undersigned (the "Underwriter") offers to enter into this agreement with Knoxville Utilities
Board ("KUB") which, upon your acceptance of this offer, will be binding upon you and upon us.

This offer is made subject to your acceptance of this agreement on or before 5:00 p.m., Eastern
Standard Time, on ,201 .

1. Purchase Price.

Upon the terms and conditions and upon the basis of the respective representations,
warranties and covenants set forth herein, the Underwriter hereby agrees to purchase from KUB, and
KUB hereby agrees to sell to the Underwriter, all (but not less than all) of $26,500,000 aggregate
principal amount of KUB's Electric System Revenue Refunding Bonds, Series HH-2017 (the "Bonds").

The purchase price is $ plus accrued interest and shall be paid in accordance with paragraph 6
hereof. The purchase price is equal to the par amount of the Bonds less $ original issue
discount, less $ underwriter's discount and plus accrued interest. The Bonds are to be issued

under and pursuant to, and are to be secured by the Resolution (the "Bond Resolution") adopted on

, 2017, by the City Council of the City of Knoxville (the "City") at the request of KUB.
The Bonds shall mature on the dates and shall bear interest at the rates all as described in the Official
Statement referred to in Section 3 hereof. The maturities, rates and discount at which the Bonds are being
sold are more fully described on Schedule I attached hereto.

The Bonds are being issued to provide funds to refinance the outstanding principal
amount of the City's outstanding Electric System Revenue Refunding Bonds, Series W-2005, dated
August 10, 2005, maturing July 1, 2018 and thereafter (the "Refunded Bonds"), including the payment of
legal, fiscal and administrative costs incident thereto and incident to the issuance and sale of the Bonds.

2. Public Offering.

The Underwriter intends to make an initial bona fide public offering of all of the Bonds at
not in excess of the public offering prices set forth on the cover of the Official Statement and may

A-1



subsequently change such offering price without any requirement of prior notice. The Underwriter may
offer and sell Bonds to certain dealers (including dealers depositing bonds into investment trusts) and
others at prices lower than the public offering prices stated on the cover of the Official Statement. The
Underwriter reserves the right (i) to over-allot or effect transactions that stabilize or maintain the market
prices of the Bonds at levels above those which might otherwise prevail in the open market; and (ii) to
discontinue such stabilizing, if commenced at any time without prior notice.

3. Official Statement.

(a) KUB has provided the Underwriter with information that constitutes a "deemed
final" official statement for purposes of Rule 15¢2-12 under the Securities Exchange Act of 1934 ("Rule
15¢2-12"). Concurrently with KUB's acceptance of this Bond Purchase Agreement, KUB shall deliver or
cause to be delivered to the Underwriter two copies of the Official Statement (as hereinafter defined)
relating to the Bonds dated the date hereof substantially in the same form as the Preliminary Official
Statement with only such changes as shall have been accepted by the Underwriter.

(b) Within seven (7) business days from the date hereof and within sufficient time to
accompany any confirmation requesting payment from any customers of the Underwriter, KUB shall
deliver to the Underwriter copies of the Official Statement of KUB, dated the date hereof, relating to the
Bonds, in sufficient quantity as may reasonably be requested by the Underwriter in order to comply with
Rule 15¢2-12 and any applicable rules of the Municipal Securities Rulemaking Board, in substantially the
form approved by KUB (which, together with the cover page, and all exhibits, appendices, and statements
included therein or attached thereto and any amendments and supplements that may be authorized for use
with respect to the Bonds is herein called the "Official Statement"), executed on behalf of KUB by a duly
authorized officer of KUB. You hereby authorize and approve the Official Statement and other pertinent
documents referred to in Section 6 hereof to be lawfully used in connection with the offering and sale of
the Bonds. You also acknowledge and ratify the use by the Underwriter, prior to the date hereof, of the
Preliminary Official Statement in connection with a public offering of the Bonds.

(c) If, prior to the Closing (as defined in Section 5 below) or within twenty-five (25)
days subsequent to the end of the underwriting period as such term is used for purposes of Rule 15¢2-12,
any event shall occur with respect to KUB or KUB shall receive notice of the occurrence of any other
event that might or would cause the information contained in the Official Statement to contain any untrue
statement of a material fact or to omit to state a material fact necessary in order to make the statements
made therein, in the light of the circumstances under which they were made, not misleading, KUB shall
so notify the Underwriter. KUB agrees to amend or supplement the Official Statement whenever
requested by the Underwriter when in the reasonable judgment of the Underwriter such amendment or
supplementation is required and to furnish the Underwriter with sufficient quantities of such amendment
or supplement in order to permit the Underwriter to comply with Rule 15¢2-12.

4. Representations and Warranties.

KUB hereby represents and warrants to the Underwriter that:

(a) KUB is duly existing pursuant to the Charter of the City and is authorized by
such Charter to operate and manage the System. KUB has duly authorized all necessary action to be
taken by it for: (i) the issuance and sale of the Bonds upon the terms set forth herein and in the Official
Statement; (ii) the approval of the Official Statement and the signing of the Official Statement by a duly
authorized officer; (iii) the execution, delivery and receipt of this Bond Purchase Agreement, the Bonds
and any and all such other agreements and documents as may be required to be executed, delivered and
received by KUB in order to carry out, give effect to, and consummate the transactions contemplated
hereby, by the Bonds, the Official Statement and the Bond Resolution;
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(b) When executed by the respective parties thereto, this Bond Purchase Agreement
will constitute legal, valid and binding obligation of KUB enforceable in accordance with its terms;

(c) The information and statements contained in the Preliminary Official Statement,
as of its date and as of the date hereof, did not and do not contain any untrue statement of a material fact
or omit to state any material fact which was necessary in order to make such information and statements,
in the light of the circumstances under which they were made, not misleading;

(d) The information and statements contained in the Official Statement, as of its date
and as of the Closing, are and will be correct and complete in all material respects and do not and will not
contain any untrue statement of a material fact or omit to state any material fact which is necessary in
order to make such information and statements, in the light of the circumstances under which they were
made, not misleading;

(e) KUB has complied, and will at the Closing be in compliance, in all respects with
the obligations on its part contained in the Bond Resolution and the laws of the State of Tennessee (the
"State"), including the Act;

) The City has duly adopted the Bond Resolution, and the City and KUB have (a)
duly authorized and approved the distribution of the Preliminary Official Statement, (b) duly authorized
and approved the execution and delivery of the Official Statement, (c) duly authorized and approved the
execution and delivery of, and the performance by KUB of the obligations on its part contained in, the
Bonds, the Bond Resolution and this Bond Purchase Agreement, and (d) duly authorized and approved
the consummation by it of all other transactions contemplated by this Bond Purchase Agreement and the
Official Statement;

(2) KUB is not in breach of or default under any applicable law or administrative
regulation of the State or the United States in any manner related to or affecting the transactions
contemplated hereby or in breach of or default under any applicable judgment or decree or any loan
agreement, note, resolution, ordinance, agreement or other instrument to which KUB is a party or to
which it or any of its property is otherwise subject; and the execution and delivery of this Bond Purchase
Agreement, the Bonds and the adoption of the Bond Resolution, and compliance with the provisions of
each thereof, will not conflict with or constitute a breach of or default under any law, administrative
regulation, judgment, decree, loan agreement, note, resolution, ordinance, agreement or other instrument
to which KUB is a party or to which it or any of its property is otherwise subject;

(h) Except as may be required under the securities or "blue sky" laws of any state, all
approvals, consents, authorizations and orders of, filings with or certifications by any governmental
authority, board, agency or commission having jurisdiction, which would constitute a condition precedent
to the performance by KUB of its obligations hereunder and under the Bond Resolution and the Bonds,
have been obtained,

(1) There is no action, suit, proceeding, inquiry or investigation, at law or in equity,
before or by any court, public board or body, pending or, to the knowledge of KUB, threatened against
KUB or others (a) affecting KUB or the corporate existence of KUB or the titles of its officers to their
respective offices, (b) seeking to prohibit, restrain or enjoin the sale, issuance or delivery of the Bonds or
the collection of Net Revenues pledged to pay the principal of and interest on the Bonds, or the pledge
thereof, (c) in any way contesting or affecting the transactions contemplated hereby or by the Official
Statement or by the validity or enforceability of the Bonds, the Bond Resolution or this Bond Purchase
Agreement, (d) contesting in any way the completeness or accuracy of the Preliminary Official Statement
or the Official Statement, or (¢) contesting the powers or authority of KUB for the issuance of the Bonds,
the adoption of the Bond Resolution or the execution and delivery of this Bond Purchase Agreement;
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() KUB will not take or omit to take any action that will in any way cause the
proceeds from the sale of the Bonds and other moneys of KUB to be transferred on the date of issuance of
the Bonds to be applied or result in such proceeds and other moneys being applied in a manner other than
as provided in or permitted by the Bond Resolution and consistent with the utilization described in the
Official Statement;

(k) KUB agrees reasonably to cooperate with the Underwriter and its counsel in any
endeavor to qualify the Bonds for offering and sale under the securities or "blue sky" laws of such
jurisdictions of the United States as the Underwriter may request. KUB hereby consents to the use of the
Official Statement and the Bond Resolution by the Underwriter in obtaining any qualification required;

Q) If at any time from the date of this Bond Purchase Agreement through 25 days
following the "end of the underwriting period" (as defined in Rule 15¢2-12 described below) any event
shall occur that might or would cause the Official Statement to contain any untrue statement of a material
fact or to omit to state any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading, KUB shall notify the Underwriter and if, in
the opinion of the Underwriter, such event requires the preparation and publication of a supplement or
amendment to the Official Statement, KUB will supplement or amend the Official Statement in a form
and in a manner approved by the Underwriter. If the Official Statement is so supplemented or amended
prior to the Closing, such approval by the Underwriter of a supplement or amendment to the Official
Statement shall not preclude the Underwriter from thereafter terminating this Bond Purchase Agreement,
and if the Official Statement is so amended or supplemented subsequent to the date hereof and prior to the
Closing, the Underwriter may terminate this Bond Purchase Agreement by notification to KUB at any
time prior to the Closing if, in the judgment of the Underwriter, such amendment or supplement has or
will have a material adverse effect on the marketability of the Bonds;

(m) KUB has duly authorized and approved the execution and delivery of this Bond
Purchase Agreement and the performance by KUB of the obligations on its part contained herein;

(n) KUB is not, nor has it at any time, been in default in the payment of principal of
or interest on any obligation issued or guaranteed by KUB;

(o) Any certificate signed by an authorized officer of KUB and delivered to the
Underwriter at or prior to the Closing shall be deemed a representation and warranty by KUB in
connection with this Bond Purchase Agreement to the Underwriter as to the statements made therein upon
which the Underwriter shall be entitled to rely. KUB covenants that between the date hereof and the
Closing, it will not take any action that will cause the representations and warranties made herein to be
untrue as of the Closing;

(p) The Bonds, when issued, authenticated and delivered in accordance with the
Bond Resolution and sold to the Underwriter as provided herein, will be validly issued and outstanding
special obligations of KUB entitled to the benefits of the Bond Resolution;

Q) KUB has lawful authority to operate the System, to consummate the transactions
contemplated by the Official Statement and collect revenues, fees and other charges in connection with
the System and through its Board of Commissioners, to fix the rates, fees and other charges with respect
to the System; and

(r) KUB hereby covenants and agrees to enter into a written agreement or contract,
constituting an undertaking (the "Undertaking") to provide ongoing disclosure about KUB, for the benefit
of the beneficial owners of the Bonds on or before the date of delivery of the Bonds as required under
paragraph (b)(5) of Rule 15¢2-12. The Undertaking shall be as described in the Preliminary Official
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Statement, with such changes as may be agreed in writing by the Underwriter. KUB represents that it has
complied in all respects with its obligations to provide continuing disclosure of certain information as
described in that certain Continuing Disclosure Certificate entered into in connection with the issuance of
the Bonds.

5. Delivery of, and Payment for, the Bonds.

At 10:00 a.m. on or about ,201 , or at such other time or date as shall have
been mutually agreed upon by KUB and the Underwriter, KUB will deliver, or cause to be delivered, to
the Underwriter the other documents hereinafter mentioned and, subject to the conditions contained
herein, the Underwriter will accept such delivery and pay the purchase price of the Bonds plus accrued
interest payable to the order of KUB, in federal funds or other immediately available funds by delivering
to KUB such funds by wire transfer to KUB or its designated agent except that physical delivery of the
Bonds shall be made through the facilities of the Depository Trust Company.

Payment for the Bonds shall be confirmed and delivery of the documents as aforesaid
shall be made at the offices of KUB, or such other place as may be agreed upon by the Underwriter and
KUB. Such payment and delivery is herein called the "Closing." The Bonds will be delivered as fully
registered bonds in such names and in such denominations as shall be designated in writing by the
Underwriter to KUB at Closing.

6. Certain Conditions to Underwriter's Obligations.

The obligations of the Underwriter hereunder shall be subject to (i) the performance by
KUB of its obligations to be performed hereunder, (ii) the accuracy in all material respects of the
representations and warranties of KUB herein as of the date hereof and as of the date of the Closing, and
(iii) to the following conditions:

(a) At the time of Closing, (i) the Bond Resolution shall be in full force and effect and shall
not have been amended, modified or supplemented except as may have been agreed to in writing by the
Underwriter, (ii) the proceeds of the sale of the Bonds shall be applied as described in the Official
Statement, and (iii) KUB shall have duly adopted and there shall be in full force and effect such other
resolutions as, in the opinion of Bass Berry & Sims PLC, Knoxville, Tennessee ("Bond Counsel"), shall
be necessary in connection with the transactions contemplated hereby;

(b) At or prior to the Closing, the Underwriter shall have received an executed copy of each
of the following documents:

(1 the approving opinion, dated the date of the Closing, of Bond Counsel addressed
to KUB and the Underwriter, relating to, among other things, the validity of the Bonds [and the
exclusion from gross income of the interest on the Bonds for federal and State of Tennessee
income tax purposes, ]| in substantially the form set forth as Appendix _ to the Official Statement;

2) a supplemental opinion, dated the date of the Closing, of Bond Counsel
addressed to the Underwriter in substantially the form of Exhibit A hereto;

3) an opinion, dated the date of the Closing, of Hodges, Doughty & Carson,
Knoxville, Tennessee, counsel to KUB, addressed to KUB, Bond Counsel and the Underwriter in
substantially the form of Exhibit B hereto;

4) a certificate of KUB, dated the date of the Closing and signed by a duly
authorized officer of KUB and in form and substance reasonably satisfactory to the Underwriter,
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to the effect that (i) since the execution of the Bond Purchase Agreement no material and adverse
change has occurred in the financial position of the System or results of operations of the System;
(i1)) KUB has not incurred any material liabilities secured by the Net Revenues of the System
other than in the ordinary course of business or as set forth in or contemplated by the Official
Statement; and (iii) no event affecting KUB has occurred since the date of the Official Statement
which should be disclosed in the Official Statement for the purpose for which it is to be used or
which is necessary to be disclosed therein in order to make the statements and information therein
not misleading as of the date of Closing;

%) the Official Statement executed on behalf of KUB by a duly authorized officer
thereof;

(6) the Bond Resolution and the Bonds;

(7) a certificate of a duly authorized officer of KUB, satisfactory to the Underwriter,
dated the date of Closing, stating that such officer is charged, either alone or with others, with the
responsibility for issuing the Bonds; setting forth, in the manner permitted by Section 148 of the
Internal Revenue Code of 1986, as amended (the "Code"), the reasonable expectations of KUB as
of such date as to the use of proceeds of the Bonds and of any other funds of KUB expected to be
used to pay principal or interest on the Bonds and the facts and estimates on which such
expectations are based; and stating that, to the best of the knowledge and belief of the certifying
officer, KUB's expectations are reasonable;

(®) evidence indicating a rating on the Bonds of " " by [rating agency];

) other certificates of KUB listed on a Closing Memorandum to be approved by
counsel to KUB, Bond Counsel and counsel to the Underwriter, including any certificates or
representations required in order for Bond Counsel to deliver the opinion referred to in Paragraph
6(b)(1) of this Bond Purchase Agreement; and such additional legal opinions, certificates,
proceedings, instruments and other documents as the counsel to the Underwriter or Bond Counsel
may reasonably request to evidence compliance by KUB with legal requirements, the truth and
accuracy, as of the time of Closing, of the representations of KUB contained herein and the due
performance or satisfaction by KUB at or prior to such time of all agreements then to be
performed and all conditions then to be satisfied by KUB.

All such opinions, certificates, letters, agreements and documents will be in compliance
with the provisions hereof only if they are satisfactory in form and substance to the Underwriter and
counsel to the Underwriter. KUB will furnish the Underwriter with such conformed copies or
photocopies of such opinions, certificates, letters, agreements and documents as the Underwriter may
reasonably request.

(©) The Underwriter shall have received within seven (7) business days from the date hereof
and within sufficient time to accompany any confirmation requesting payment from any customers of the
Underwriter, the Official Statement in sufficient quantity as may be reasonably requested by the
Underwriter in order to comply with Rule 15(c) 2-12.

7. Termination.

The Underwriter shall have the right to cancel its obligation to purchase the Bonds if (i)
between the date hereof and the Closing, legislation shall be enacted or recommended to the Congress or
otherwise endorsed for passage (by press release, other form of notice or otherwise) by the President of
the United States, the Treasury Department of the United States, the Internal Revenue Service or the
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Chairman or ranking minority member of the Committee on Finance of the United States Senate or the
Committee on Ways and Means of the United States House of Representatives or favorably reported for
passage to either House of the Congress by any committee of such House to which such legislation has
been referred for consideration, or a bill to amend the Internal Revenue Code (which, if enacted, would
take effect in whole or in part prior to the Closing) shall be filed in either house, or recommended for
passage by the Congress by any joint or conference committee thereof, or a decision by a court of the
United States or the United States Tax Court shall be rendered, or a ruling, regulation or statement by or
on behalf of the Treasury Department of the United States, the Internal Revenue Service or other
governmental agency shall be made or proposed to be made, with respect to the federal taxation upon
interest on obligations of the general character of the Bonds, or other action or events shall have
transpired which may have the purpose or effect, directly or indirectly of changing the federal income tax
consequences of any of the transactions contemplated in connection herewith, including the tax-exempt
status of KUB and, in the opinion of the Underwriter, materially adversely affects the market price of the
Bonds, or the market price generally of obligations of the general character of the Bonds, or (ii) there
shall exist any event which in the Underwriter's judgment either (a) makes untrue or incorrect in any
material respect any statement or information contained in the Official Statement or (b) is not reflected in
the Official Statement but should be reflected therein in order to make the statements and information
contained therein not misleading in any material respect, or (iii) there shall have occurred any outbreak of
hostilities or any national or international calamity or crisis including financial crisis, or a financial crisis
or a default with respect to the debt obligations of, or the institution of proceedings under the federal or
the state bankruptcy laws by or against the State of Tennessee or any subdivision, agency or
instrumentality of such State, the effect of which on the financial markets of the United States being such
as, in the reasonable judgment of the Underwriter, would make it impracticable for the Underwriter to
market the Bonds or to enforce contracts for the sale of the Bonds, or (iv) there shall be in force a general
suspension of trading on the New York Stock Exchange, or (v) a general banking moratorium shall have
been declared by either federal, Tennessee or New York authorities, or (vi) there shall have occurred
since the date of this Bond Purchase Agreement any material adverse change in the financial position of
the System, except for changes which the Official Statement discloses have occurred or may occur, or
(vii) legislation shall be enacted or any action shall be taken by the Securities and Exchange Commission
which, in the opinion of counsel for the Underwriter, has the effect of requiring the contemplated
distribution of the Bonds to be registered under the Securities Act of 1933, as amended, or the Bond
Resolution or any other document executed in connection with the transactions contemplated hereof to be
qualified under the Trust Indenture Act of 1939, as amended, or (viii) a stop order, ruling, regulation or
official statement by or on behalf of the Securities and Exchange Commission shall be issued or made to
the effect that the issuance, offering or sale of the Bonds, or of obligations of the general character of the
Bonds as contemplated hereby, or the offering of any other obligation which may be represented by the
Bonds is in violation of any provision of the Securities Act of 1933, as amended, the Securities Exchange
Act of 1934, as amended, or the Trust Indenture Act of 1939, as amended, or (ix) any state blue sky or
securities commission shall have withheld registration, exemption or clearance of the offering, and in the
reasonable judgment of the Underwriter the market for the Bonds is materially affected thereby.

If KUB shall be unable to satisfy any of the conditions to the obligations of the
Underwriter contained in this Bond Purchase Agreement and such condition is not waived by the
Underwriter, or if the obligations of the Underwriter to purchase and accept delivery of the Bonds shall be
terminated or canceled for any reason permitted by this Bond Purchase Agreement, this Bond Purchase
Agreement shall terminate and neither the Underwriter nor KUB shall be under further obligation
hereunder; except that the respective obligations to pay expenses, as provided in Section 11 hereof, shall
continue in full force and effect.

8. Particular Covenants.

KUB covenants and agrees with the Underwriter as follows:
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(a) KUB shall use its best efforts to furnish or cause to be furnished to the
Underwriter, without charge, as many copies of the Official Statement as the Underwriter may reasonably
request;

(b) Before revising, amending or supplementing the Official Statement, KUB shall
furnish a copy of the revised Official Statement or such amendment or supplement to the Underwriter. If
in the opinion of KUB and the Underwriter a supplement or amendment to the Official Statement is
required, KUB will supplement or amend the Official Statement in a form and in a manner approved by
the Underwriter and its counsel.

9. Survival of Representations.

All representations, warranties and agreements of KUB hereunder shall remain operative
and in full force and effect, regardless of any investigation made by or on behalf of the Underwriter and
shall survive the delivery of the Bonds.

10. Payment of Expenses.

Whether or not the Bonds are sold to the Underwriter by KUB, KUB shall pay, but only
out of the proceeds of the sale of the Bonds or other funds made available by KUB, any expenses incident
to the performance of its obligations hereunder, including but not limited to: (i) the cost of the preparation
and printing of the Official Statement and any supplements thereto, together with a number of copies
which the Underwriter deems reasonable; (ii) the cost of the preparation and printing of the definitive
Bonds; (iii) the rating agency fees; and (iv) the fees and disbursements of Counsel to KUB and Bond
Counsel and any other experts or consultants retained by KUB.

Whether or not the Bonds are sold to the Underwriter, the Underwriter shall pay (i) all
advertising expenses in connection with the public offering of the Bonds; (ii) the cost of preparing and
printing the blue sky memorandum, if any, and filing fees in connection with the aforesaid blue sky
memorandum other than the costs of preparation of the Preliminary Official Statement and the Official
Statement; and (iii) all other expenses incurred by the Underwriter in connection with its public offering
and distribution of the Bonds, including the fees and expenses of the Underwriter's counsel.

11. No Advisory or Fiduciary Role.

KUB acknowledges and agrees that (i) the purchase and sale of the Bonds pursuant to
this Bond Purchase Agreement is an arm's-length commercial transaction between KUB and the
Underwriter, (ii) in connection therewith and with the discussions, undertakings and procedures leading
up to the consummation of such transaction, the Underwriter is and has been acting solely as principal and
are not acting as the agent, advisor or fiduciary of KUB, (iii) the Underwriter has not assumed an advisory
or fiduciary responsibility in favor of KUB with respect to the offering contemplated hereby or the
discussions, undertakings and procedures leading thereto (irrespective of whether the Underwriter, or any
affiliates of the Underwriter, has provided other services or are currently providing other services to KUB
on other matters) and the Underwriter has no obligation to KUB with respect to the offering contemplated
hereby except the obligations expressly set forth in this Bond Purchase Agreement, (iv) the Underwriter
has financial and other interests that differ from those of KUB and (v) KUB has consulted its own legal,
financial and other advisors to the extent it has deemed appropriate.

KUB and the Underwriter represent and warrant that no finder or other agent has been
employed by either KUB or the Underwriter in connection with this transaction.
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12. Notices.

Any notice or other communication to be given to KUB under this Bond Purchase
Agreement may be given by delivering the same in writing at its address set forth above, and any notice
or other communication to be given to the Underwriter under this Bond Purchase Agreement may be
given by delivering the same in writing to

b b

b

13. Parties.

This Bond Purchase Agreement is made solely for the benefit of KUB and the
Underwriter (including the successors or assigns of the Underwriter) and no other person shall acquire or
have any right hereunder or by virtue hereof.

14. Governing Law.

This Bond Purchase Agreement shall be governed by and construed in accordance with
the laws of the State of Tennessee.

15. General.

This Bond Purchase Agreement may be executed in several counterparts, each of which
shall be regarded as an original and all of which will constitute one and the same instrument. The section
headings of this Bond Purchase Agreement are for convenience of reference only and shall not affect its
interpretation. This Bond Purchase Agreement shall become effective upon your acceptance hereof.

Very truly yours,

By:
Its:

Accepted and agreed to as of
the date first above written:

KNOXVILLE UTILITIES BOARD

By:

President and Chief Executive Officer
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EXHIBIT A OF BOND PURCHASE AGREEMENT
[LETTERHEAD OF BASS BERRY & SIMS PLC]

[Closing Date]

Ladies and Gentlemen:

This opinion is being rendered to you pursuant to Paragraph 6(b)(2) of the Bond Purchase
Agreement,  dated , 2017 (the "Bond Purchase Agreement"), between
(the "Underwriter"), and Knoxville Utilities Board ("KUB"),
relating to the sale by KUB of its Electric System Revenue Refunding Bonds, Series HH-2017, in the
aggregate principal amount of $26,500,000 (the "Bonds"). Terms which are used herein and not
otherwise defined shall have the meanings assigned to them in the Bond Purchase Agreement.

Of even date herewith, we have delivered our approving opinion in connection with the issuance
of the Bonds. In our capacity as Bond Counsel, we have reviewed a record of proceedings in connection
with the issuance of the Bonds and we have participated in conferences from time to time with counsel to
KUB, representatives of the Underwriter and counsel to the Underwriter, relative to the Official
Statement, dated , 2017, relating to the Bonds, and the related documents described below.
We have also examined such other agreements, documents and certificates, and have made such
investigations of law, as we have deemed necessary or appropriate in rendering the opinions set forth
below.

Based on the foregoing, we are of the opinion that, as of the date hereof:

1. The offer and sale of the Bonds to the public do not require any registration under the
Securities Act of 1933, as amended, and, in connection therewith, the Bond Resolution does not need to
be qualified under the Trust Indenture Act of 1939, as amended.

2. The statements contained in the Official Statement under the captions "Introduction" to
the extent the narrative thereunder purports to describe the terms of the Bonds and the legal authority by
which they are issued, "The Bonds," and in Appendix A to the Official Statement, insofar as such
statements purport to summarize certain provisions of the Bonds and the Bond Resolution, fairly
summarize such provisions. The statements contained in the Official Statement under the caption
"Opinion of Bond Counsel" are correct as to matters of law.

This opinion may be relied upon only by the Underwriter and by other persons to whom written
permission to rely hereon is granted by us.

Very truly yours,
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EXHIBIT B OF BOND PURCHASE AGREEMENT

, 2017

Bass Berry & Sims
900 South Gay Street, Suite 1700
Knoxville, Tennessee 37902

Ladies and Gentlemen:

Re:  City of Knoxville, Tennessee acting on behalf of the Knoxville Utilities
Board $26,500,000 Electric System Revenue Refunding Bonds,
Series HH-2017

Ladies and Gentlemen:

You have requested that the undersigned, General Counsel to the Knoxville Utilities Board of the
City of Knoxville, Tennessee ("KUB"), render this opinion in connection with the execution, delivery and
sale of the captioned bonds (the "Bonds"), the proceeds of which will be used to refinance a portion of the
outstanding principal amount of the City's outstanding Electric System Revenue Refunding Bonds, Series
W-2005, dated August 10, 2005, maturing July 1, 2018 and thereafter.

It is our opinion that KUB is duly established and validly existing pursuant to the Charter of the
City of Knoxville, Tennessee (the "Municipality"), and, pursuant to said Charter and the electrical power
distribution system of the Municipality (the "System") is under the jurisdiction, control and management
of KUB.

The undersigned does hereby certify that no litigation of any nature is now pending or, to our
knowledge, threatened

(D) seeking to restrain or enjoin the issuance, sale, execution or delivery of the Bonds;
2) seeking to restrain or enjoin the charging of sufficient rates to pay the cost of operating,
maintaining, repairing and insuring the System and to pay principal of and interest on the Bonds and all

outstanding obligations payable from the revenues of the System;

3) in any manner questioning the proceedings or authority pursuant to which the Bonds are
authorized or issued or such rates are charged;

@) in any manner questioning or relating to the validity of the Bonds;

&) contesting in any way the completeness or accuracy of the Official Statement prepared
and distributed in connection with the sale of the Bonds;
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(6) in any way contesting the corporate existence or boundaries of the Municipality, except
for various pending actions challenging past or present annexation efforts of the Municipality, which will
have no material adverse effect on the revenues of the System;

(7 contesting the title of the present officers of KUB to their respective offices; or

®) contesting the powers of KUB or the authority of KUB with respect to the Bonds, or
proceedings authorizing the Bonds, or any act to be done or document or certificate to be executed or
delivered in connection with the issuance and delivery of the Bonds.

Neither the voters of the Municipality nor its governing body nor the Board of Commissioners of
KUB have approved any special, local or private act or legislation passed by the General Assembly of the
State of Tennessee at its most recent session or any amendments to the Charter of the Municipality
affecting the power of the Municipality to issue the Bonds or pay the principal of, premium, if any, and
interest on the Bonds when due or affecting the power of the Board of Commissioners of KUB to manage
and control the System.

I hereby certify that and are the duly qualified, appointed and
acting Chair and Secretary, respectively, of the Board of Commissioners of KUB with full power to act as
such officers on behalf of KUB in connection with the execution and delivery of the Bonds.

Yours truly,
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EXHIBIT B

FORM OF REFUNDING ESCROW AGREEMENT

CITY OF KNOXVILLE, TENNESSEE
ACTING ON BEHALF OF KNOXVILLE UTILITIES BOARD
$26,500,000 ELECTRIC SYSTEM REVENUE REFUNDING BONDS, SERIES HH-2017

REFUNDING ESCROW AGREEMENT

This Refunding Escrow Agreement is made and entered into as of the day of
, 201 __, by and between Knoxville Utilities Board ("KUB") acting on behalf of the City
of Knoxville, Tennessee (the "City") and , , Tennessee (the "Agent").

WITNESSETH:

WHEREAS, the Board of Commissioners (the "Board") of KUB has determined to provide for
payment of the City's outstanding Electric System Revenue Refunding Bonds, Series W-2005, dated
August 10, 2005, maturing July 1, 2018 and thereafter (the "Refunded Bonds") by depositing in escrow
with the Agent funds that, with the investment income therefrom, will be sufficient to pay the principal of
and interest on the portion of the Refunded Bonds set forth on Exhibit A hereto; and

WHEREAS, in order to obtain the funds needed to refund the Refunded Bonds, the City has
authorized and issued its Electric System Revenue Refunding Bonds, Series HH-2017, dated
, 2017 (the "Refunding Bonds"); and

WHEREAS, a portion of the proceeds derived from the sale of the Refunding Bonds and certain
funds of KUB, if any, will be deposited in escrow with the Agent hereunder and applied to the purchase
of certain securities described herein, the principal amount thereof together with interest thereon to
mature at such times and in such amounts as shall be sufficient to pay when due all of the principal of,
premium, if any, and interest on the Refunded Bonds identified on Exhibit A; and

WHEREAS, in order to create the escrow hereinabove described, provide for the deposit of the
proceeds of the Refunding Bonds and the application thereof, and provide for the payment of the
Refunded Bonds, the parties hereto do hereby enter into this Agreement;

NOW, THEREFORE, KUB, in consideration of the foregoing and the mutual covenants herein
set forth and in order to secure the payment of the Refunded Bonds according to their tenor and effect,
does by these presents hereby grant, warrant, demise, release, convey, assign, transfer, alien, pledge, set
over and confirm, to the Agent, and to its successors hereunder, and to it and its assigns forever, in
escrow, all and singular the property hereinafter described to wit:
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DIVISION I

All right, title and interest of KUB and the City in and to $ derived from the
proceeds of the sale of the Refunding Bonds and $ derived from other funds of KUB.
DIVISION II

All right, title and interest of KUB and the City in and to the Government Securities purchased
with the funds described in Division I hereof and to all income, earnings and increment derived from or
accruing to the Government Securities.

DIVISION III

Any and all other cash or eligible investments from time to time hereafter, by delivery or by
writing of any kind, conveyed, pledged, assigned or transferred in escrow hereunder by KUB or by
anyone in its behalf to the Agent, which is hereby authorized to receive the same at any time to be held in
escrow hereunder.

DIVISION IV

Any other cash or eligible investments that is by the express provisions of this Agreement
required to be subject to the pledge hereof and any additional property that may, from time to time
hereafter, by delivery or by writing of any kind, be subject to the pledge hereof, by KUB or by anyone in
its behalf, and the Agent is hereby authorized to receive the same at any time to be held in escrow
hereunder.

TO HAVE AND TO HOLD, all and singular, the escrowed property, including all additional
property which by the terms hereof has or may become subject to this Agreement, unto the Agent, and its
successors and assigns, forever.

The escrowed property shall be held in escrow for the benefit and security of the owners from
time to time of the portion of the Refunded Bonds identified on Exhibit A; but if the principal of and
interest on the portion of the Refunded Bonds identified on Exhibit A shall be fully and promptly paid
when due in accordance with the terms hereof, then this Agreement shall be and become void and of no
further force and effect, otherwise the same shall remain in full force and effect, subject to the covenants
and conditions hereinafter set forth.

ARTICLE 1
DEFINITIONS AND CONSTRUCTION

SECTION 1.1 Definitions. In addition to words and terms elsewhere defined in this Agreement,
the following words and terms as used in this Agreement shall have the following meanings, unless some
other meaning is plainly intended:

"Agent" means , , Tennessee, its successors and
assigns;

"Agreement" means this Refunding Escrow Agreement;

"Board" means the Board of Commissioners of KUB;
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"City" means the City of Knoxville, Tennessee;

"Code" means the Internal Revenue Code of 1986, as amended, and any lawful regulations
promulgated thereunder;

"Escrow Fund" shall have the meaning ascribed to it in Section 2.1 hereof;
"Escrow Property," "escrow property" or "escrowed property" means the property, rights and
interest of KUB that are described in Divisions I through IV of this Agreement and hereinabove conveyed
in escrow to the Agent;

"Government Securities" means obligations and securities described in Section 9-21-1012,
Tennessee Code Annotated that are purchased pursuant to the terms of the Escrow Reinvestment
Agreement on this Agreement;

"KUB" means Knoxville Utilities Board, Knoxville, Tennessee;

"Refunded Bonds" means the City's Electric System Revenue Refunding Bonds, Series W-2005,
dated August 10, 2005, maturing July 1, 2018 and thereafter;

"Refunding Bonds" means the City's Electric System Revenue Refunding Bonds, Series HH-
2017, dated ,2017;

"Written Request”" means a request in writing signed by the President and Chief Executive Officer
of KUB, the Chief Financial Officer of KUB or by any other officer or official of KUB duly authorized
by KUB to act in their place.

SECTION 1.2 Construction. Words of the masculine gender shall be deemed and construed to
include correlative words of the feminine and neuter genders. Words importing the singular number shall
include the plural number and vice versa unless the context shall otherwise indicate. The word "person"
shall include corporations, associations, natural persons and public bodies unless the context shall
otherwise indicate. Reference to a person other than a natural person shall include its successors.

ARTICLE II
ESTABLISHMENT AND ADMINISTRATION OF FUNDS

SECTION 2.1 Creation of Escrow; Deposit of Funds. KUB hereby creates and establishes with
the Agent a special and irrevocable escrow composed of the Escrowed Property and hereby deposits with
the Agent and the Agent hereby acknowledges receipt of $ as described in Division |
hereof. The monies so deposited, together with investment income therefrom, is herein referred to as the
"Escrow Fund" and shall constitute a fund to be held by the Agent as a part of the Escrowed Property
created, established, and governed by this Agreement.

SECTION 2.2 Investment of Funds. The monies described in Section 2.1 hereof shall be held or
invested as follows:

(a) the amount of $ shall be used to purchase the Government
Securities described on Exhibit B attached hereto; and
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(b) the amount of $ shall be held as cash in a non-interest-bearing
account.

Except as provided in Sections 2.4 and 2.6 hereof, the investment income from the Government
Securities in the Escrow Fund shall be credited to the Escrow Fund and shall not be reinvested. The
Agent shall have no power or duty to invest any monies held hereunder or to make substitutions of
Government Securities held hereunder or to sell, transfer, or otherwise dispose of the Government
Securities acquired hereunder except as provided herein.

Section 2.3. Disposition of Escrow Funds. The Agent shall without further authorization or
direction from KUB collect the principal and interest on the Government Securities promptly as the same
shall fall due. From the Escrow Fund, to the extent that monies therein are sufficient for such purpose,
the Agent shall make timely payments to the paying agent or its successor, for the Refunded Bonds of
monies sufficient for the payment of the principal of and interest on the Refunded Bonds as the same shall
become due and payable. Amounts and dates of principal and interest payments and the name and
address of the paying agent with respect to the Refunded Bonds are set forth on Exhibit A. Payment on
the dates and to the paying agent in accordance with Exhibit A shall constitute full performance by the
Agent of its duties hereunder with respect to each respective payment. KUB represents and warrants that
the Escrow Fund, if held, invested and disposed of by the Agent in accordance with the provisions of this
Agreement, will be sufficient to make the foregoing payments. No paying agent fees, fees and expenses
of the Agent, or any other costs and expenses associated with the Refunding Bonds or the Refunded
Bonds shall be paid from the Escrow Fund, and KUB agrees to pay all such fees, expenses, and costs
from its legally available funds as such payments become due. When the Agent has made all required
payments of principal and interest on the Refunded Bonds to the paying agent as hereinabove provided,
the Agent shall transfer any monies or Government Securities then held hereunder to KUB and this
Agreement shall terminate.

Section 2.4. Excess Funds. Amounts held by the Agent, representing interest on the Government
Securities in excess of the amount necessary to make the corresponding payment of principal and/or
interest on the Refunded Bonds, shall be held by the Agent without interest and shall be applied before
any other Escrow Fund monies to the payment of the next ensuing principal and/or interest payment on
the Refunded Bonds. Upon retirement of all the Refunded Bonds, the Agent shall pay any excess
amounts remaining in the Escrow Fund to KUB.

Section 2.5. Reports. The Escrow Agent shall deliver to KUB a monthly report summarizing all
transactions relating to the Escrow Fund; and on or before the first day of August of each year shall
deliver to the Chief Financial Officer of KUB a report current as of June 30 of that year, which shall
summarize all transactions relating to the Escrow Fund effected during the immediately preceding fiscal
year of KUB and which also shall set forth all assets in the Escrow Fund as of June 30 and set forth
opening and closing balances thereof for that fiscal year.

Section 2.6 Investment of Moneys Remaining in Escrow Fund. The Agent may invest and
reinvest any monies remaining from time to time in the Escrow Fund until such time as they are needed.
Such monies shall be invested in Government Securities, maturing no later than the next interest payment
date of the Refunded Bonds, or for such periods or at such interest rates as the Agent shall be directed by
Written Request, provided, however, that KUB shall furnish the Agent, as a condition precedent to such
investment, with an opinion from nationally recognized bond counsel stating that such reinvestment of
such monies will not, under the statutes, rules and regulations then in force and applicable to obligations
issued on the date of issuance of the Refunding Bonds, cause the interest on the Refunding Bonds or the
Refunded Bonds not to be excluded from gross income for federal income tax purposes and that such
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investment is not inconsistent with the statutes and regulations applicable to the Refunding Bonds and
Refunded Bonds. Any interest income resulting from reinvestment of monies pursuant to this Section 2.6
shall be applied first to the payment of principal of and interest on the Refunded Bonds to the extent the
Escrow is or will be insufficient to retire the Refunded Bonds as set forth on Exhibit A and any excess
shall be paid to KUB to be applied to the payment of the Refunding Bonds or the expenses of issuance
thereof.

Section 2.7. Irrevocable Escrow Created. The deposit of monies, Government Securities,
matured principal amounts thereof, and investment proceeds therefrom in the Escrow Fund shall
constitute an irrevocable deposit of said monies and Government Securities for the benefit of the holders
of the Refunded Bonds, except as provided herein with respect to amendments permitted under Section
4.1 hereof. All the funds and accounts created and established pursuant to this Agreement shall be and
constitute escrow funds for the purposes provided in this Agreement and shall be kept separate and
distinct from all other funds of KUB and the Agent and used only for the purposes and in the manner
provided in this Agreement.

Section 2.8. Redemption of Refunded Bonds. The Refunded Bonds shall be redeemed as stated
on Exhibit C attached hereto.

ARTICLE III
CONCERNING THE AGENT

SECTION 3.1 Appointment of Agent. KUB hereby appoints the Agent as escrow agent under
this Agreement.

SECTION 3.2 Acceptance by Agent. By execution of this Agreement, the Agent accepts the
duties and obligations as Agent hereunder. The Agent further represents that it has all requisite power,
and has taken all corporate actions necessary to execute the escrow hereby created.

SECTION 3.3 Liability of Agent. The Agent shall be under no obligation to inquire into or be
in any way responsible for the performance or nonperformance by KUB or any paying agent of its
obligations, or to protect any of KUB's rights under any bond proceedings or any of KUB's other
contracts with or franchises or privileges from any state, county, municipality or other governmental
agency or with any person. The Agent shall not be liable for any act done or step taken or omitted to be
taken by it, or for any mistake of fact or law, or anything which it may do or refrain from doing, except
for its own gross negligence or willful misconduct in the performance or nonperformance of any
obligation imposed upon it hereunder. The Agent shall not be responsible in any manner whatsoever for
the recitals or statements contained herein or in the Refunded Bonds or in the Refunding Bonds or in any
proceedings taken in connection therewith, but they are made solely by KUB. The Agent shall have no
lien whatsoever upon any of the monies or investments in the Escrow Fund for the payment of fees and
expenses for services rendered by the Agent under this Agreement.

The Agent shall not be liable for the accuracy of the calculations as to the sufficiency of Escrow
Fund monies and Government Securities and the earnings thereon to pay the Refunded Bonds. So long as
the Agent applies any monies, the Government Securities and the interest earnings therefrom to pay the
Refunded Bonds as provided herein, and complies fully with the terms of this Agreement, the Agent shall
not be liable for any deficiencies in the amounts necessary to pay the Refunded Bonds caused by such
calculations. The Agent shall not be liable or responsible for any loss resulting from any investment
made pursuant to this Agreement and in full compliance with the provisions hereof.
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In the event of the Agent's failure to account for any of the Government Securities or monies
received by it, said Government Securities or monies shall be and remain the property of KUB in escrow
for the benefit of the holders of the Refunded Bonds, as herein provided, and if for any improper reason
such Government Securities or monies are applied to purposes not provided for herein or misappropriated
by the Agent, the assets of the Agent shall be impressed with a trust for the amount thereof until the
required application of such funds shall be made or such funds shall be restored to the Escrow Fund.

SECTION 3.4 Permitted Acts. The Agent and its affiliates may become the owner of or may
deal in the Refunding Bonds or Refunded Bonds as fully and with the same rights as if it were not the
Agent.

SECTION 3.5 Exculpation of Funds of Agent. Except as set forth in Section 3.3, none of the
provisions contained in this Agreement shall require the Agent to use or advance its own funds or
otherwise incur personal financial liability in the performance of any of its duties or the exercise of any of
its rights or powers hereunder. The Agent shall be under no liability for interest on any funds or other
property received by it hereunder, except as herein expressly provided.

SECTION 3.6 No Redemption or Acceleration of Maturity. The Agent will not pay any of the
principal of or interest on the Refunded Bonds, except as provided in Exhibit A attached hereto and will
not redeem or accelerate the maturity of any of the Refunded Bonds.

SECTION 3.7 Qualifications of Agent. There shall at all times be an Agent hereunder that shall
be a corporation or banking association organized and doing business under the laws of the United States
or any state, located in the State of Tennessee, authorized under the laws of its incorporation to exercise
the powers herein granted, having a combined capital, surplus, and undivided profits of at least
$75,000,000 and subject to supervision or examination by federal or state authority. If such corporation
or association publishes reports of condition at least annually, pursuant to law or to the requirements of
any supervising or examining authority above referred to, then for the purposes of this paragraph the
combined capital, surplus, and undivided profits of such corporation or association shall be deemed to be
its combined capital, surplus, and undivided profits as set forth in its most recent report of condition as
published. In case at any time the Agent shall cease to be eligible in accordance with the provisions of
this section, the Agent shall resign immediately in the manner and with the effect specified herein.

SECTION 3.8 Resignation of Agent. The Agent may at any time resign by giving direct written
notice to KUB and by giving the holders of the Refunded Bonds notice by first-class mail of such
resignation. Upon receiving such notice of resignation, KUB shall promptly appoint a successor escrow
agent in the manner provided in the resolution authorizing the Refunding Bonds. If no successor escrow
agent shall have been appointed and have accepted appointment within thirty (30) days after the
publication of such notice of resignation, the resigning Agent may petition any court of competent
jurisdiction located in Knox County, Tennessee, for the appointment of a successor, or any holder of the
Refunded Bonds may, on behalf of himself and others similarly situated, petition any such court for the
appointment of a successor. Such court may thereupon, after such notice, if any, as it may deem proper,
appoint a successor meeting the qualifications set forth in Section 3.7. The Agent shall serve as escrow
agent hereunder until its successor shall have been appointed and such successor shall have accepted the
appointment.

SECTION 3.9 Removal of Agent. In case at any time the Agent shall cease to be eligible in
accordance with the provisions of Section 3.8 hereof and shall fail to resign after written request therefor
by KUB or by any holder of the Refunded Bonds, or the Agent shall become incapable of acting, shall be
adjudged a bankrupt or insolvent or a receiver of the Agent or any of its property shall be appointed, or
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any public officer shall take charge or control of the Agent or its property or affairs for the purpose of
rehabilitation, conservation, or liquidation, then in any such case, the Board may remove the Agent and
appoint a successor in the manner provided in the resolution authorizing the Refunding Bonds or any such
bondholder may, on behalf of himself and all others similarly situated, petition any court of competent
jurisdiction situated in Knox County, Tennessee for the removal of the Agent and the appointment of a
successor. Such court may thereupon, after such notice, if any, as it may deem proper, remove the Agent
and appoint a successor who shall meet the qualifications set forth in Section 3.8. Unless incapable of
serving, the Agent shall serve as escrow agent hereunder until its successor shall have been appointed and
such successor shall have accepted the appointment.

The holders of a majority in aggregate principal amount of all the Refunded Bonds at any time
outstanding may at any time remove the Agent and appoint a successor by an instrument or concurrent
instruments in writing signed by such bondholders and presented, together with the successor's
acceptance of appointment, to KUB and the Agent.

Any resignation or removal of the Agent and appointment of a successor pursuant to any of the
provisions of this Agreement shall become effective upon acceptance of appointment by the successor as
provided in Section 3.10 hereof.

SECTION 3.10 Acceptance by Successor. Any successor escrow agent appointed as provided in
this Agreement shall execute, acknowledge and deliver to KUB and to its predecessor an instrument
accepting such appointment hereunder and agreeing to be bound by the terms hereof, and thereupon the
resignation or removal of the predecessor shall become effective and such successor, without any further
act, deed or conveyance, shall become vested with all the rights, powers, duties and obligations of its
predecessor, with like effect as if originally named as Agent herein; but, nevertheless, on Written Request
of KUB or the request of the successor, the predecessor shall execute and deliver an instrument
transferring to such successor all rights, powers and escrow property of the predecessor. Upon request of
any such successor, KUB shall execute any and all instruments in writing for more fully and certainly
vesting in and confirming to such successor all such rights, powers and duties. No successor shall accept
appointment as provided herein unless at the time of such acceptance such successor shall be eligible
under the provisions of Section 3.7 hereof.

Any corporation into which the Agent may be merged or with which it may be consolidated, or
any corporation resulting from any merger or consolidation to which the Agent shall be a party, or any
corporation succeeding to the business of the Agent, shall be the successor of the Agent hereunder
without the execution or filing of any paper or any further act on the part of any of the parties hereto,
anything herein to the contrary notwithstanding, provided that such successor shall be eligible under the
provisions of Section 3.7 hereof.

SECTION 3.11 Payment to Agent. KUB agrees to pay the Agent, as reasonable and proper
compensation under this Agreement, a one-time fee of $ . The Agent shall be entitled to
reimbursement of all advances, counsel fees and expenses, and other costs made or incurred by the Agent
in connection with its services and/or its capacity as Agent or resulting therefrom. In addition, KUB
agrees to pay to the Agent all out-of-pocket expenses and costs of the Agent incurred by the Agent in the
performance of its duties hereunder, including all publication, mailing and other expenses associated with
the redemption of the Refunded Bonds; provided, however, that KUB agrees, to the extent permitted by
law, to indemnify the Agent and hold it harmless against any liability (unless such liability is due to the
gross negligence or willful misconduct of the Agent) which it may incur while acting in good faith in its
capacity as Agent under this Agreement, including, but not limited to, any court costs and attorneys' fees,
and such indemnification shall be paid from available funds of KUB and shall not give rise to any claim
against the Escrow Fund.
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ARTICLE 1V
MISCELLANEOUS

SECTION 4.1 Amendments to this Agreement. This Agreement is made for the benefit of
KUB, the holders from time to time for the Refunded Bonds, and it shall not be repealed, revoked, altered
or amended without the written consent of all such holders, the Agent and KUB; provided, however, that
KUB and the Agent may, without the consent of, or notice to, such holders, enter into such agreements
supplemental to this Agreement as shall not adversely affect the rights of such holders and as shall not be
inconsistent with the terms and provisions of this Agreement, for any one or more of the following
purposes:

(a) to cure any ambiguity or formal defect or omission in this Agreement;

(b) to grant to, or confer upon, the Agent for the benefit of the holders of the
Refunded Bonds, any additional rights, remedies, powers or authority that may lawfully be
granted to, or conferred upon, such holders or the Agent; and

(©) to subject to this Agreement additional funds, securities or properties.

The Agent shall be entitled to rely exclusively upon an unqualified opinion of nationally
recognized bond counsel with respect to compliance with this Section, including the extent, if any, to
which any change, modification, addition or elimination affects the rights of the holders of the Refunded
Bonds, or that any instrument executed hereunder complies with the conditions and provisions of this
Section.

Notwithstanding the foregoing or any other provision of this Agreement, upon Written Request
and upon compliance with the conditions hereinafter stated, but only with the consent of the Provider, the
Agent shall have the power to and shall, in simultaneous transactions, sell, transfer, otherwise dispose of
or request the redemption of all or any portion of the Government Securities held hereunder and to
substitute therefor direct obligations of, or obligations the principal of and interest on which are fully
guaranteed by the United States of America, subject to the condition that such monies or securities held
by the Agent shall be sufficient to pay principal of and interest on the Refunded Bonds. KUB hereby
covenants and agrees that it will not request the Agent to exercise any of the powers described in the
preceding sentence in any manner which will cause the Refunding Bonds to be arbitrage bonds within the
meaning of Section 148 of the Code in effect on the date of such request and applicable to obligations
issued on the issue date of the Refunding Bonds. The Agent shall purchase such substituted securities
with the proceeds derived from the maturity, sale, transfer, disposition or redemption of the Government
Securities held hereunder or from other monies available. The transactions may be effected only if there
shall have been submitted to the Agent: (1) an independent verification by a nationally recognized
independent certified public accounting firm concerning the adequacy of such substituted securities with
respect to principal and the interest thereon and any other monies or securities held for such purpose to
pay when due the principal of and interest on the Refunded Bonds in the manner required by the
proceedings which authorized their issuance; and (2) an opinion from nationally recognized bond counsel
to the effect that the disposition and substitution or purchase of such securities will not, under the statutes,
rules and regulations then in force and applicable to obligations issued on the date of issuance of the
Refunding Bonds, cause the interest on the Refunding Bonds not to be exempt from Federal income
taxation. Any surplus monies resulting from the sale, transfer, other disposition or redemption of the
Government Securities held hereunder and the substitutions therefor of direct obligations of, or
obligations the principal of and interest on which is fully guaranteed by, the United States of America,
shall be released from the Escrow Fund and shall be transferred to KUB.
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SECTION 4.2 Severability. If any provision of this Agreement shall be held or deemed to be
invalid or shall, in fact, be illegal, inoperative or unenforceable, the same shall not affect any other
provision or provisions herein contained or render the same invalid, inoperative or unenforceable to any
extent whatever.

SECTION 4.3 Governing Law. This Agreement shall be governed and construed in accordance
with the laws of the State of Tennessee.

SECTION 4.4 Notices. Any notice, request, communication or other paper shall be sufficiently
given and shall be deemed given when delivered or mailed by Registered or Certified Mail, postage
prepaid, or sent by telegram as follows:

To KUB:
Chief Financial Officer
Knoxville Utilities Board
445 Gay Street
Knoxville, Tennessee 37902

To the Agent:

KUB and the Agent may designate in writing any further or different addresses to which
subsequent notices, requests, communications or other papers shall be sent.

SECTION 4.5 Agreement Binding. All the covenants, promises and agreements in this
Agreement contained by or on behalf of the parties shall bind and inure to the benefit of their respective
successors and assigns, whether so expressed or not.

SECTION 4.6 Termination. This Agreement shall terminate when all transfers and payments
required to be made by the Agent under the provisions hereof shall have been made.

SECTION 4.7 Execution by Counterparts. This Agreement may be executed in several
counterparts, all or any of which shall be regarded for all purposes as one original and shall constitute and
be but one and the same instrument.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, KUB has caused this Agreement to be signed in its name by its
President and Chief Executive Officer and attested by the Secretary of its Board of Commissioners, and
the Agent has caused this Agreement to be signed in its corporate name by its duly authorized officers, all
as of the day and date first above written.

CITY OF KNOXVILLE, TENNESSEE

by and through the
KNOXVILLE UTILITIES BOARD

By:

President and Chief Executive Officer

Secretary
Escrow Agent
By:
Title:
ATTEST:
Title:
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EXHIBIT A TO REFUNDING ESCROW AGREEMENT

Debt Service Schedule of the outstanding Electric System Revenue Refunding Bonds, Series W-2005,
dated August 10, 2005, maturing July 1, 2018 and thereafter to the Redemption Date with name and
address of the Paying Agent and Date and Amount of Redemption

Payment Principal Principal Interest Redemption Total Debt
Date Payable Redeemed Payable Premium Service
Totals:

Paying Agent: Regions Bank
Nashville, Tennessee



EXHIBIT B TO REFUNDING ESCROW AGREEMENT

Government Securities

Par Amount Interest Rate Maturity Date

Cost of Securities: $
Cash: $
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EXHIBIT C TO REFUNDING ESCROW AGREEMENT

The outstanding Electric System Revenue Refunding Bonds, Series W-2005, dated August 10,
2005, maturing July 1, 2018 and thereafter (the "Refunded Bonds") of the City of Knoxville, Tennessee
shall be redeemed as provided in this Exhibit C. The Agent is hereby authorized and directed to give the
paying agent for the Refunded Bonds notice on or before to give notice of a
redemption to the holders of said Refunded Bonds in accordance with the resolution
authorizing the issuance of said Refunded Bonds.

NOTICE OF REDEMPTION

THE CITY OF KNOXVILLE, TENNESSEE
BY AND THROUGH THE
KNOXVILLE UTILITIES BOARD

NOTICE IS HEREBY GIVEN that the City of Knoxville, Tennessee (the "City"), by and through the
Knoxville Utilities Board, has elected to and does exercise its option to call and redeem on
, all of the City's Refunded Bonds as follows:

Electric System Revenue Refunding Bonds, Series W-2005, dated August 10, 2005,
maturing July 1, 2018 and thereafter

The owners of the above-described Bonds are hereby notified to present the same to the principal
office of Regions Bank, Nashville, Tennessee, where redemption shall be made at the price of par plus
interest accrued to the redemption date. The redemption price will become due and payable on

upon each such Bond herein called for redemption and such Bonds shall not bear interest
beyond

Important Notice: Withholding of 28% of gross redemption proceeds of any payment made
within the United States may be required by the Economic Growth and Tax Relief Reconciliation Act of
2003 (the "Act"), unless the Paying Agent has the correct taxpayer identification number (social security
or employer identification number) or exemption certificate of the payee. Please furnish a properly
completed W-9 or exemption certificate or equivalent when presenting your securities.

REGIONS BANK
as Registration and Paying Agent

21034615.3

B-13



A RESOLUTION SUPPLEMENTING RESOLUTION NO. R-25-88
ADOPTED BY THE CITY COUNCIL OF THE CITY OF
KNOXVILLE, TENNESSEE ON FEBRUARY 9, 1988 ENTITLED "A
RESOLUTION PROVIDING FOR THE ISSUANCE OF GAS
SYSTEM REVENUE BONDS" SO AS TO PROVIDE FOR THE
ISSUANCE OF NOT TO EXCEED NINE MILLION FIVE HUNDRED
THOUSAND AND NO/100 DOLLARS ($9,500,000) OF GAS
SYSTEM REVENUE REFUNDING BONDS, SERIES W-2017.

RESOLUTION NO:

REQUESTED BY:

PREPARED BY:

APPROVED AS TO FORM
CORRECTNESS:

Law Director

FINANCIAL IMPACT STATEMENT:

Director of Finance

APPROVED:

APPROVED AS AN
EMERGENCY MEASURE:

MINUTE BOOK PAGE




WHEREAS, the City of Knoxville (the "City"), pursuant to a resolution entitled "A Resolution
Providing for the Issuance of Gas System Revenue Bonds," being Resolution No. R-25-88 of the City
Council adopted February 9, 1988 (which resolution as heretofore amended is hereinafter sometimes
referred to as "Resolution No. R-25-88"), authorized an issue of Gas System Revenue Bonds; and

WHEREAS, pursuant to Resolution No. R-25-88, and for the purpose of financing the cost of the
extensions and improvements of the City's gas distribution system (hereinafter sometimes referred to as
the "System") and the refinancing of indebtedness issued for that purpose, the City issued Gas System
Revenue Bonds, the series of which, the amount issued, and the amount outstanding as of January 1,

2017, are as follows:

Amount Amount
Series Issued Outstanding
L-2005 $13,985,000 $10,020,000
N-2007 $12,000,000 $ 550,000
P-2010 $12,000,000 $12,000,000
Q-2012 $24,920,000 $22,645,000
R-2012 $10,000,000 $ 9,400,000
S-2013 $11,530,000 $11,430,000
T-2013 $25,000,000 $24.,400,000
U-2015 $11,780,000 $11,680,000
V-2016 $12,000,000 $12,000,000

WHEREAS, it is desirable that an additional series of bonds be issued to refinance the
outstanding principal amount of the City's outstanding Gas System Revenue Refunding Bonds, Series L-
2005, dated August 10, 2005, maturing March 1, 2018 and thereafter (the "Refunded Bonds"), including
the payment of legal, fiscal and administrative costs incident thereto and incident to the issuance and sale
of the bonds, pursuant to the authority of Resolution No. R-25-88 and pursuant to the authority of this
resolution; and

WHEREAS, the Board of Commissioners (the "Board") of the Knoxville Utilities Board ("KUB")
has duly adopted a resolution requesting the City Council of the City to adopt this resolution authorizing
the issuance of bonds for the purposes and in the manner hereinafter more fully stated; and

WHEREAS, the plan of refunding for the Refunded Bonds has been submitted to the State
Director of State and Local Finance (the "State Director") as required by Section 9-21-903, Tennessee
Code Annotated, as amended, and she has acknowledged receipt thereof to the City and KUB and
submitted her report thereon to the City and KUB, and such report has been provided to members of the
City Council of the City; and

WHEREAS, it is the intention of the City Council of the City to adopt this resolution for the
purpose of authorizing not to exceed $9,500,000 in aggregate principal amount of gas system revenue
refunding bonds for the purposes described above, establishing the terms of such bonds, providing for the
issuance, sale and payment of the bonds and disposition of proceeds therefrom, and collection of revenues
from the System and the application thereof to the payment of principal of, premium, if any, and interest
on said bonds.

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Knoxville, Tennessee, as
follows:

Section 1. Authority. The bonds authorized by this resolution are issued pursuant to Sections 7-
34-101 et seq. and 9-21-101 et seq., Tennessee Code Annotated, and other applicable provisions of law.
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Section 2. Definitions. Capitalized terms used herein and not defined in this Section 2 shall have
the meanings ascribed to them in the 1988 Resolution (as hereinbelow defined). The following terms
shall have the following meanings in this resolution unless the text expressly or by necessary implication
requires otherwise.

(a) "Board" shall mean the Board of Commissioners of the Knoxville Utilities Board,

(b) "Bond Purchase Agreement" means a Bond Purchase Agreement, dated as of the sale of
the Series W-2017 Bonds, entered into by and between KUB and the Underwriter, in substantially the
form of the document attached hereto as Exhibit A, subject to such changes as permitted by Section 10
hereof, as approved by the President and Chief Executive Officer of KUB, consistent with the terms of
this resolution;

(©) "Book-Entry Form" or "Book-Entry System" means a form or system, as applicable,
under which physical Bond certificates in fully registered form are issued to a Depository, or to its
nominee as Registered Owner, with the certificated Bonds being held by and "immobilized" in the
custody of such Depository, and under which records maintained by persons, other than the City, KUB or
the Registration Agent, constitute the written record that identifies, and records the transfer of, the
beneficial "book-entry" interests in those Bonds;

(d) "City" shall mean the City of Knoxville, Tennessee;

(e) "Code" shall mean the Internal Revenue Code of 1986, as amended, and any lawful
regulations promulgated or proposed thereunder;

® "Depository" means any securities depository that is a clearing agency under federal laws
operating and maintaining, with its participants or otherwise, a Book-Entry System, including, but not
limited to, DTC;

(2) "DTC" means the Depository Trust Company, a limited purpose company organized
under the laws of the State of New York, and its successors and assigns;

(h) "DTC Participant(s)" means securities brokers and dealers, banks, trust companies and
clearing corporations that have access to the DTC system;

(1) "Governing Body" shall mean the City Council of the City;
) "KUB shall mean the Knoxville Utilities Board;
(k) "1988 Resolution" shall mean Resolution No. R-25-88 of the Governing Body, adopted

February 9, 1988, as supplemented and amended by Resolution No. R-59-88 adopted March 22, 1988,
Resolution No. R-227-91 of the Governing Body adopted June 25, 1991, Resolution No. R-471-92
adopted October 13, 1992 (as amended by Resolution No. R-5-93 of the Governing Body adopted
January 5, 1993), Resolution No. R-475-93 of the Governing Body adopted October 26, 1993, Resolution
No. R-22-97 of the Governing Body adopted January 14, 1997, Resolution No. R-421-98 of the
Governing Body adopted October 20, 1998, Resolution No. R-66-01 of the Governing Body adopted
February 20, 2001, Resolution No. R-150-01 of the Governing Body adopted March 20, 2001, Resolution
No. R-479-01 of the Governing Body adopted October 30, 2001, Resolution No. R-58-04 of the
Governing Body adopted March 2, 2004, Resolution No. R-262-05 of the Governing Body adopted July
5, 2005, Resolution No. R-79-06 of the Governing Body adopted February 28, 2006, Resolution No. R-
345-07 of the Governing Body adopted August 28, 2007, Resolution No. R-132-10 of the Governing
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Body adopted May 4, 2010, Resolution No. R-333-2010 of the Governing Body adopted November 2,
2010, Resolution No. R-336-2011 of the Governing Body adopted December 13, 2011, Resolution No. R-
290-2012 of the Governing Body adopted October 16, 2012, Resolution No. R-322-2012 of the
Governing Body adopted November 13, 2012, Resolution No. R-242-2013 of the Governing Body
adopted July 23, 2013, Resolution No. R-82-2015 of the Governing Body adopted March 3, 2015 and
Resolution No. R-315-2016 of the Governing Body adopted June 21, 2016 authorizing the issuance from
time-to-time of series of revenue bonds of the City payable from revenues of the System on a parity with
any bonds issued pursuant to its provisions;

)] "Outstanding Bonds" shall mean the City's outstanding Gas System Revenue Refunding
Bonds, Series L-2005, dated August 10, 2005, maturing March 1, 2017 and thereafter to the extent, if any,
not refunded with the proceeds of the Series W-2017 Bonds, the City's outstanding Gas System Revenue
Refunding Bonds, Series N-2007, dated November 1, 2007, maturing March 1, 2017 and thereafter, the
City's outstanding Gas System Revenue Bonds, Series P-2010 (Federally Taxable Build America Bonds),
dated December 8, 2010, maturing March 1, 2017 and thereafter, the City's outstanding Gas System
Revenue Refunding Bonds, Series Q-2012, dated April 20, 2012, maturing March 1, 2017 and thereafter,
the City's outstanding Gas System Revenue Bonds, Series R-2012, dated December 18, 2012, maturing
March 1, 2017 and thereafter, the City's outstanding Gas System Revenue Refunding Bonds, Series S-
2013, dated March 15, 2013, maturing March 1, 2017 and thereafter, the City's outstanding Gas System
Revenue Bonds, Series T-2013, dated October 1, 2013, maturing March 1, 2017 and thereafter, the City's
outstanding Gas System Revenue Refunding Bonds, Series U-2015, dated May 1, 2015, maturing March
1, 2017 and thereafter and the City's outstanding Gas System Revenue Bonds, Series V-2016, dated
August 5, 2016, maturing March 1, 2017 and thereafter;

(m) "Parity Bonds" shall mean any bonds issued on a parity with the Series W-2017 Bonds
and the Outstanding Bonds pursuant to the 1988 Resolution;

(n) "Refunded Bonds" shall mean those portions of the City's outstanding Gas System
Revenue Refunding Bonds, Series L-2005, dated August 10, 2005, maturing March 1, 2017 and thereafter
that are selected for refunding pursuant to Section 10 hereof;

(o) "Refunding Escrow Agent" shall mean the refunding escrow agent under the Refunding
Escrow Agreement as shall be designated by the President and Chief Executive Officer of KUB, or any
successor thereunder pursuant to the terms thereof;

(p) "Refunding Escrow Agreement" shall mean the Refunding Escrow Agreement, dated as
of the date of the Series W-2017 Bonds that is authorized to be entered into by and between KUB and the
Refunding Escrow Agent in substantially the form attached hereto as Exhibit B, subject to such changes
therein as shall be permitted by Section 13 hereof;

)] "Registration Agent" shall mean the registration and paying agent for the Series W-2017
Bonds designated by the President and Chief Executive Officer of KUB, or any successor as designated
by the Board;

(r) "Series W-2017 Bonds" shall mean the City's Gas System Revenue Refunding Bonds,
Series W-2017, dated the date of their issuance or such other date as shall be determined by the Board
pursuant to Section 10 hereof, authorized to be issued by the 1988 Resolution and this resolution in an
aggregate principal amount not to exceed $9,500,000;

(s) "State" shall mean the State of Tennessee; and



() "Underwriter" shall mean an investment banking firm qualified to underwrite bonds such
as the Series W-2017 Bonds in the State of Tennessee selected by the President and Chief Executive
Officer of KUB.

Section 3. Declarations. It is hereby determined that all requirements of the 1988 Resolution
have been or will have been met upon the issuance of the Series W-2017 Bonds so that the Series W-2017
Bonds will be issued as Parity Bonds.

Section 4. Findings of the Governing Body. It is hereby found and determined by the Governing
Body as follows:

(a) The refunding of the Refunded Bonds as set forth herein through the issuance of the
Series W-2017 Bonds will result in a reduction in debt service payable by the City and KUB over the
term of the Refunded Bonds, thereby effecting a cost savings to the System; and

(b) It is advantageous to the City and KUB to deposit a portion of the proceeds from the sale
of the Series W-2017 Bonds and other funds of KUB, if any, with the Refunding Escrow Agent pursuant
to the Refunding Escrow Agreement which, together with investment income thereon, will be sufficient to
pay principal of, premium, if any, and interest on the Refunded Bonds, provided, that KUB may dispense
with the use of a Refunding Escrow Agreement to the extent permitted by Section 13 hereof.

Section 5. Authorization and Terms of the Series W-2017 Bonds. (a) For the purpose of
providing funds for the payment of principal of and premium and interest on the Refunded Bonds to the
carliest practicable optional redemption date thereof, including the payment of legal, fiscal and
administrative costs incident thereto and incident to the issuance and sale of the Series W-2017 Bonds as
more fully set out in Section 10 hereof, there are hereby authorized to be issued revenue bonds of the City
in the aggregate principal amount of not to exceed $9,500,000. The Series W-2017 Bonds shall be issued
in fully registered form, without coupons, shall be known as "Gas System Revenue Refunding Bonds,
Series W-2017" and shall be dated the date of their issuance or such other date as shall be determined by
the Board or the President and Chief Executive Officer of KUB as its designee pursuant to Section 10
hereof. The Series W-2017 Bonds shall bear interest at a rate or rates not to exceed five percent (5.00%)
per annum, payable semi-annually on March 1 and September 1 in each year, commencing September 1,
2017 or such later date as is permitted pursuant to Section 10 hereof. The Series W-2017 Bonds shall be
initially issued in $5,000 denominations or integral multiples thereof as shall be requested by the
purchaser thereof. The Series W-2017 Bonds shall mature and be payable either serially or through
mandatory redemption on each March 1 in such years as is established by the Board or the President and
Chief Executive Officer of KUB as its designee pursuant to Section 10, provided that the final maturity
date shall not be later than March 1, 2027 and the Series W-2017 Bonds shall not have an average
weighted maturity in excess of the average weighted maturity of the Refunded Bonds. The final maturity
schedule shall be established by the award resolution or certificate awarding the Series W-2017 Bonds to
the successful purchaser thereof or in the Bond Purchase Agreement provided for in Section 10 if the
Series W-2017 Bonds are sold by negotiated sale.

(b) Subject to adjustment pursuant to Section 10 hereof, the Series W-2017 Bonds maturing
on or before March 1, 2026 shall mature without option of prior redemption. Series W-2017 Bonds
maturing on March 1, 2027 and thereafter shall be subject to redemption prior to maturity at the option of
the City, acting through the Board, on or after March 1, 2026, as a whole or in part at any time at a
redemption price equal to the principal amount plus interest accrued to the redemption date.

If less than all the Series W-2017 Bonds shall be called for redemption, the maturities to be
redeemed shall be selected by the Board in its discretion. If less than all the Series W-2017 Bonds within



a single maturity shall be called for redemption, the interests within the maturity to be redeemed shall be
selected as follows:

(1) if the Series W-2017 Bonds are being held under a Book-Entry System by DTC,
or a successor Depository, the amount of the interest of each DTC Participant in the Series W-2017 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

(i1) if the Series W-2017 Bonds are not being held under a Book-Entry System by
DTC, or a successor Depository, the Series W-2017 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.

(©) Pursuant to Section 10 hereof, KUB is authorized to sell the Series W-2017 Bonds, or
any maturities thereof, as term bonds with mandatory redemption requirements corresponding to the
maturities set forth herein or as determined by KUB. In the event any or all the Series W-2017 Bonds are
sold as term bonds, KUB shall redeem term bonds on redemption dates corresponding to the maturity
dates set forth in the award resolution or certificate awarding the Series W-2017 Bonds, in amounts so as
to achieve an amortization of the indebtedness approved by the Board or the President and Chief
Executive Officer of KUB as its designee. DTC, as Depository for the Series W-2017 Bonds, or any
successor Depository for the Series W-2017 Bonds, shall determine the interest of each Participant in the
Series W-2017 Bonds to be redeemed using its procedures generally in use at that time. If DTC, or
another securities depository is no longer serving as Depository for the Series W-2017 Bonds, the Series
W-2017 Bonds to be redeemed within a maturity shall be selected by the Registration Agent by lot or
such other random manner as the Registration Agent in its discretion shall select.

At its option, to be exercised on or before the forty-fifth (45th) day next preceding any such
redemption date, KUB may (i) deliver to the Registration Agent for cancellation Series W-2017 Bonds to
be redeemed, in any aggregate principal amount desired, and/or (ii) receive a credit in respect of its
redemption obligation under this mandatory redemption provision for any Series W-2017 Bonds of the
maturity to be redeemed which prior to said date have been purchased or redeemed (otherwise than
through the operation of this mandatory sinking fund redemption provision) and canceled by the
Registration Agent and not theretofore applied as a credit against any redemption obligation under this
mandatory sinking fund provision. Each Series W-2017 Bond so delivered or previously purchased or
redeemed shall be credited by the Registration Agent at 100% of the principal amount thereof on the
obligation of KUB on such payment date and any excess shall be credited on future redemption
obligations in chronological order, and the principal amount of Series W-2017 Bonds to be redeemed by
operation of this mandatory sinking fund provision shall be accordingly reduced. KUB shall on or before
the forty-fifth (45th) day next preceding each payment date furnish the Registration Agent with its
certificate indicating whether or not and to what extent the provisions of clauses (i) and (ii) of this
subsection are to be availed of with respect to such payment and confirm that funds for the balance of the
next succeeding prescribed payment will be paid on or before the next succeeding payment date.

(d) Notice of call for redemption, whether optional or mandatory, shall be given by the
Registration Agent not less than twenty (20) 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 W-2017 Bonds to be
redeemed by first-class mail, postage prepaid, at the addresses shown on the bond 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 redemption of any of the
Series W-2017 Bonds for which proper notice was given. The 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
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successor Depository, is the registered owner of the Series W-2017 Bonds, all redemption notices shall be
mailed by the Registration Agent to DTC, or such successor Depository, as the registered owner of the
Series W-2017 Bonds, as and when above provided, and neither KUB, the City, 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 or Beneficial
Owner will not affect the validity of such redemption. The Registration Agent shall mail said notices, in
the case of term bonds with mandatory redemption requirements as and when provided herein and in the
Series W-2017 Bonds and, in the case of optional redemption, as and when directed by the Board
pursuant to written instructions from an authorized representative of the Board given at least forty-five
(45) days prior to the redemption date (unless a shorter notice period shall be satisfactory to the
Registration Agent). From and after the redemption date, all Series W-2017 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 herein. In the case of a Conditional Redemption,
the failure of the City or KUB 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 Bonds called for
redemption and not so paid remain outstanding.

(e) The Series W-2017 Bonds shall be executed in such manner as may be prescribed by
applicable law, in the name, and on behalf, of the City with the manual or facsimile signature of the Chair
of the Board and attested by the manual or facsimile signature of the Secretary of the Board.

() The City hereby authorizes and directs the Board to appoint a Registration Agent and
paying agent for the Series W-2017 Bonds, and the Registration Agent so appointed is authorized and
directed to maintain Bond registration records with respect to the Series W-2017 Bonds, to authenticate
and deliver the Series W-2017 Bonds as provided herein, either at original issuance, upon transfer, or as
otherwise directed by the Board, to effect transfers of the Series W-2017 Bonds, to give all notices of
redemption as required herein, to make all payments of principal and interest with respect to the Series
W-2017 Bonds as provided herein, to cancel and destroy Series W-2017 Bonds which have been paid at
maturity or upon earlier redemption or submitted for exchange or transfer, to furnish KUB at least
annually a certificate of destruction with respect to Series W-2017 Bonds canceled and destroyed, and to
furnish KUB at least annually an audit confirmation of Bonds paid, Bonds outstanding and payments
made with respect to interest on the Series W-2017 Bonds. The payment of all reasonable fees and
expenses of the Registration Agent for the discharge of its duties and obligations hereunder or under any
such agreement is hereby authorized and directed. The Board hereby delegates to the President and Chief
Executive Officer of KUB the authority to select and appoint the Registration Agent and any paying
agents for the Series W-2017 Bonds and to select and appoint the Refunding Escrow Agent (as well as
any successors to any of the foregoing). The Chair of the Board is hereby authorized to execute and the
Secretary of the Board is hereby authorized to attest such written agreement between KUB and the
Registration Agent as they shall deem necessary or proper with respect to the obligations, duties and
rights of the Registration Agent.

(2) The Series W-2017 Bonds shall be payable, principal and interest, in lawful money of the
United States of America at the principal corporate trust office of the Registration Agent. The
Registration Agent shall make all interest payments with respect to the Bonds on each interest payment
date directly to the registered owners as shown on the Bond registration records maintained by the
Registration Agent as of the close of business on the fifteenth day of the month next preceding the interest
payment date (the "Regular Record Date") by check or draft mailed to such owners at their addresses
shown on said Bond registration records, without, except for final payment, the presentation or surrender
of such registered Series W-2017 Bonds, and all such payments shall discharge the obligations of KUB in
respect of such Series W-2017 Bonds to the extent of the payments so made. Payment of principal of the
Series W-2017 Bonds shall be made upon presentation and surrender of such Series W-2017 Bonds to the
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Registration Agent as the same shall become due and payable. All rates of interest specified herein shall
be computed on the basis of a three hundred sixty (360) day year composed of twelve (12) months of
thirty (30) days each. In the event the Series W-2017 Bonds are no longer registered in the name of DTC,
or a successor Depository, if requested by the Owner of at least $1,000,000 in aggregate principal amount
of the Series W-2017 Bonds, payment of interest on such Series W-2017 Bonds shall be paid by wire
transfer to a bank within the continental United States or deposited to a designated account if such
account is maintained with the Registration Agent and written notice of any such election and designated
account is given to the Registration Agent prior to the record date.

(h) Any interest on any Series W-2017 Bond which is payable but is not punctually paid or
duly provided for on any interest payment date (hereinafter "Defaulted Interest") shall forthwith cease to
be payable to the registered owner on the relevant Regular Record Date; and, in lieu thereof, such
Defaulted Interest shall be paid to the persons in whose names the Series W-2017 Bonds are registered at
the close of business on a date (the "Special Record Date") for the payment of such Defaulted Interest,
which shall be fixed in the following manner: KUB shall notify the Registration Agent in writing of the
amount of Defaulted Interest proposed to be paid on each Series W-2017 Bond and the date of the
proposed payment, and at the same time KUB shall deposit with the Registration Agent an amount of
money equal to the aggregate amount proposed to be paid in respect of such Defaulted Interest or shall
make arrangements satisfactory to the Registration Agent for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the persons entitled to
such Defaulted Interest as in this Section provided. Thereupon, not less than ten (10) days after the
receipt by the Registration Agent of the notice of the proposed payment, the Registration Agent shall fix a
Special Record Date for the payment of such Defaulted Interest which Date shall be not more than fifteen
(15) nor less than ten (10) days prior to the date of the proposed payment to the registered owners. The
Registration Agent shall promptly notify KUB of such Special Record Date and, in the name and at the
expense of KUB, not less than ten (10) days prior to such Special Record Date, shall cause notice of the
proposed payment of such Defaulted Interest and the Special Record Date therefor to be mailed, first class
postage prepaid, to each registered owner at the address thereof as it appears in the Bond registration
records maintained by the Registration Agent as of the date of such notice. Nothing contained in this
Section or in the Series W-2017 Bonds shall impair any statutory or other rights in law or in equity of any
registered owner arising as a result of the failure of KUB to punctually pay or duly provide for the
payment of principal of, premium, if any, and interest on the Series W-2017 Bonds when due.

(1) The Series W-2017 Bonds are transferable only by presentation to the Registration Agent
by the registered owner, or his legal representative duly authorized in writing, of the registered Series W-
2017 Bond(s) to be transferred with the form of assignment on the reverse side thereof completed in full
and signed with the name of the registered owner as it appears upon the face of the Series W-2017
Bond(s) accompanied by appropriate documentation necessary to prove the legal capacity of any legal
representative of the registered owner. Upon receipt of the Series W-2017 Bond(s) in such form and with
such documentation, if any, the Registration Agent shall issue a new Series W-2017 Bond or Series W-
2017 Bonds to the assignee(s) in $5,000 denominations, or integral multiples thereof, as requested by the
registered owner requesting transfer. The Registration Agent shall not be required to transfer or exchange
any Series W-2017 Bond during the period commencing on a Regular or Special Record Date and ending
on the corresponding interest payment date of such Series W-2017 Bond, nor to transfer or exchange any
Series W-2017 Bond after notice calling such Series W-2017 Bond for redemption has been made, nor to
transfer or exchange any Series W-2017 Bond during the period following the receipt of instructions from
KUB to call such Series W-2017 Bond for redemption; provided, the Registration Agent, at its option,
may make transfers after any of said dates. No charge shall be made to any registered owner for the
privilege of transferring any Series W-2017 Bond, provided that any transfer tax relating to such
transaction shall be paid by the registered owner requesting transfer. The person in whose name any
Series W-2017 Bond shall be registered shall be deemed and regarded as the absolute owner thereof for
all purposes and neither KUB nor the Registration Agent shall be affected by any notice to the contrary
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whether or not any payments due on the Series W-2017 Bonds shall be overdue. Series W-2017 Bonds,
upon surrender to the Registration Agent, may, at the option of the registered owner, be exchanged for an
equal aggregate principal amount of Series W-2017 Bonds of the same maturity in any authorized
denomination or denominations. This subsection shall be applicable only if the Series W-2017 Bonds are
no longer held by a Depository, and as long as the Series W-2017 Bonds are held by a Depository,
transfers of ownership interests in the Series W-2017 Bonds shall be governed by the rules of the
Depository.

() Except as otherwise authorized herein, the Series W-2017 Bonds shall be registered in the
name of Cede & Co., as nominee of DTC, which will act as the Depository for the Series W-2017 Bonds
except as otherwise provided herein. References in this Section to a Series W-2017 Bond or the Series
W-2017 Bonds shall be construed to mean the Series W-2017 Bond or the Series W-2017 Bonds that are
held under the Book-Entry System. One Series W-2017 Bond for each maturity of the Series W-2017
Bonds shall be issued to DTC and immobilized in its custody or a custodian of DTC. The Bond Registrar
is a custodian and agent for DTC, and the Series W-2017 Bond will be immobilized in its custody. A
Book-Entry System shall be employed, evidencing ownership of the Series W-2017 Bonds in authorized
denominations, with transfers of beneficial ownership effected on the records of DTC and the DTC
Participants pursuant to rules and procedures established by DTC.

Each DTC Participant shall be credited in the records of DTC with the amount of such DTC
Participant's interest in the Series W-2017 Bonds. Beneficial ownership interests in the Series W-2017
Bonds may be purchased by or through DTC Participants. The holders of these beneficial ownership
interests are hereinafter referred to as the "Beneficial Owners." The Beneficial Owners shall not receive
the Series W-2017 Bonds representing their beneficial ownership interests. The ownership interests of
each Beneficial Owner shall be recorded through the records of the DTC Participant from which such
Beneficial Owner purchased its Series W-2017 Bonds. Transfers of ownership interests in the Series W-
2017 Bonds shall be accomplished by book entries made by DTC and, in turn, by DTC Participants acting
on behalf of Beneficial Owners. SO LONG AS CEDE & CO., AS NOMINEE FOR DTC, IS THE
REGISTERED OWNER OF THE SERIES W-2017 BONDS, THE REGISTRATION AGENT SHALL
TREAT CEDE & CO., AS THE ONLY HOLDER OF THE SERIES W-2017 BONDS FOR ALL
PURPOSES UNDER THIS RESOLUTION, INCLUDING RECEIPT OF ALL PRINCIPAL OF,
PREMIUM, IF ANY, AND INTEREST ON THE SERIES W-2017 BONDS, RECEIPT OF NOTICES,
VOTING AND TAKING OR NOT TAKING, OR CONSENTING TO, CERTAIN ACTIONS UNDER
THIS RESOLUTION.

Payments of principal, interest, and redemption premium, if any, with respect to the Series W-
2017 Bonds, so long as DTC is the only owner of the Series W-2017 Bonds, shall be paid by the
Registration Agent directly to DTC or its nominee, Cede & Co. as provided in the Letter of
Representation relating to the Series W-2017 Bonds from the City, acting by and through KUB, and the
Registration Agent to DTC (the "Letter of Representation"). DTC shall remit such payments to DTC
Participants, and such payments thereafter shall be paid by DTC Participants to the Beneficial Owners.
Neither the City, KUB nor the Registration Agent shall be responsible or liable for payment by DTC or
DTC Participants, for sending transaction statements or for maintaining, supervising or reviewing records
maintained by DTC or DTC Participants.

In the event that (1) DTC determines not to continue to act as Depository for the Series W-2017
Bonds or (2) to the extent permitted by the rules of DTC, the Board determines to discontinue the Book-
Entry System, the Book-Entry System with DTC shall be discontinued. If the Board fails to identify
another qualified securities depository to replace DTC, the Board shall cause the Registration Agent to
authenticate and deliver replacement Series W-2017 Bonds in the form of fully registered Series W-2017
Bonds to each Beneficial Owner.



NEITHER THE CITY, KUB NOR THE REGISTRATION AGENT SHALL HAVE ANY
RESPONSIBILITY OR OBLIGATIONS TO ANY DTC PARTICIPANT OR ANY BENEFICIAL
OWNER WITH RESPECT TO (i) THE SERIES W-2017 BONDS; (ii)) THE ACCURACY OF ANY
RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT; (iii) THE PAYMENT BY DTC
OR ANY DTC PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT OF THE PRINCIPAL OF AND INTEREST ON THE SERIES W-2017 BONDS; (iv) THE
DELIVERY OR TIMELINESS OF DELIVERY BY DTC OR ANY DTC PARTICIPANT OF ANY
NOTICE DUE TO ANY BENEFICIAL OWNER THAT IS REQUIRED OR PERMITTED UNDER
THE TERMS OF THIS RESOLUTION TO BE GIVEN TO BENEFICIAL OWNERS, (v) THE
SELECTION OF BENEFICIAL OWNERS TO RECEIVE PAYMENTS IN THE EVENT OF ANY
PARTIAL REDEMPTION OF THE SERIES W-2017 BONDS; OR (vi) ANY CONSENT GIVEN OR
OTHER ACTION TAKEN BY DTC, OR ITS NOMINEE, CEDE & CO., AS OWNER.

If the purchaser or Underwriter certifies that it intends to hold the Series W-2017 Bonds for its
own account, then the City may issue, acting by and through KUB, certified Bonds without the utilization
of DTC and the Book-Entry System.

(k) In case any Series W-2017 Bond shall become mutilated, or be lost, stolen, or destroyed,
the City, acting by and through KUB, in its discretion, shall issue, and the Registration Agent, upon
written direction from KUB, shall authenticate and deliver, a new Series W-2017 Bond of like tenor,
amount, maturity and date, in exchange and substitution for, and upon the cancellation of, the mutilated
Series W-2017 Bond, or in lieu of and in substitution for such lost, stolen or destroyed Series W-2017
Bond, or if any such Series W-2017 Bond shall have matured or shall be about to mature, instead of
issuing a substituted Series W-2017 Bond KUB may pay or authorize payment of such Series W-2017
Bond without surrender thereof. In every case the applicant shall furnish evidence satisfactory to KUB
and the Registration Agent of the destruction, theft or loss of such Series W-2017 Bond, and indemnity
satisfactory to KUB and the Registration Agent; and KUB may charge the applicant for the issue of such
new Series W-2017 Bond an amount sufficient to reimburse KUB for the expense incurred by it in the
issue thereof.

Q)] The Registration Agent is hereby authorized to authenticate and deliver the Series W-
2017 Bonds to DTC, on behalf of the initial purchaser thereof, or an agent of DTC, upon receipt by KUB
of the proceeds of the sale thereof, subject to the rules of the depository, and to authenticate and deliver
Series W-2017 Bonds in exchange for Series W-2017 Bonds of the same principal amount delivered for
transfer upon receipt of the Series W-2017 Bond(s) to be transferred in proper form with proper
documentation as hereinabove described. The Series W-2017 Bonds shall not be valid for any purpose
unless authenticated by the Registration Agent by the manual signature of an authorized representative
thereof on the certificate set forth herein on the Series W-2017 Bond form.

(m) The Registration Agent is hereby authorized to take such action as may be necessary
from time to time to qualify and maintain the Series W-2017 Bonds for deposit with DTC, including but
not limited to, wire transfers of interest and principal payments with respect to the Series W-2017 Bonds,
utilization of electronic book entry data received from DTC in place of actual delivery of Series W-2017
Bonds and provision of notices with respect to Series W-2017 Bonds registered by DTC (or any of its
designees identified to the Registration Agent) by overnight delivery, courier service, telegram, telecopy
or other similar means of communication. No such arrangements with DTC may adversely affect the
interest of any of the Beneficial Owners of the Series W-2017 Bonds, provided, however, that the
Registration Agent shall not be liable with respect to any such arrangements it may make pursuant to this
section.

Section 6. Source of Payment. The Series W-2017 Bonds shall be payable solely from and be
secured by a pledge of the Net Revenues of the System as hereinafter provided and as provided in the
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1988 Resolution on a parity and equality of lien with the Outstanding Bonds. The punctual payment of
principal of and interest on the Series W-2017 Bonds, the Outstanding Bonds and any Parity Bonds shall
be secured equally and ratably by the Net Revenues of the System, without priority by reason of series,
number or time of sale and delivery. The owners of the Series W-2017 Bonds shall have no recourse to
the power of taxation of the City.

Section 7. Form of Series W-2017 Bonds. The Series W-2017 Bonds shall be in substantially the
following form, the omissions to be appropriately completed when the Series W-2017 Bonds are prepared
and delivered:

(Form of Series W-2017 Bond)

REGISTERED REGISTERED
Number $
UNITED STATES OF AMERICA
STATE OF TENNESSEE
COUNTY OF KNOX
CITY OF KNOXVILLE

GAS SYSTEM REVENUE REFUNDING BONDS, SERIES W-2017

Interest Rate: Maturity Date: Date of Bond: CUSIP No.:

Registered Owner:
Principal Amount:

KNOW ALL PERSONS BY THESE PRESENTS: That the City of Knoxville, a municipal
corporation lawfully organized and existing in Knox County, Tennessee (the "City"), acting by and
through the Knoxville Utilities Board ("KUB"), for value received hereby promises to pay to the
registered owner hereof, hereinabove named, or registered assigns, in the manner hereinafter provided,
the principal amount hereinabove set forth on the maturity date hereinabove set forth, or upon earlier
redemption, as set forth herein, and to pay interest (computed on the basis of a 360-day year of twelve 30-
day months) on said principal amount at the annual rate of interest hereinabove set forth from the date
hereof until said maturity date or redemption date, said interest being payable on September 1, 2017, and
semi-annually thereafter on the first day of March and September in each year until this Bond matures or
is redeemed. Both principal hereof and interest hereon are payable in lawful money of the United States
of America by check or draft at the designated corporate trust office of ,

, Tennessee, as registration agent and paying agent (the "Registration Agent"). The
Registration Agent shall make all interest payments with respect to this Bond by check or draft on each
interest payment date directly to the registered owner hereof shown on the bond registration records
maintained by the Registration Agent as of the close of business on the day which is the fifteenth (15th)
day of the month next preceding the interest payment date (the "Regular Record Date") by depositing said
payment in the United States mail, postage prepaid, addressed to such owner at such owner's address
shown on said bond registration records, without, except for final payment, the presentation or surrender
of this Bond, and all such payments shall discharge the obligations of the City and KUB to the extent of
the payments so made. Any such interest not so punctually paid or duly provided for on any interest
payment date shall forthwith cease to be payable to the registered owner on the relevant Regular Record
Date; and, in lieu thereof, such defaulted interest shall be payable to the person in whose name this Bond
is registered at the close of business on the date (the "Special Record Date") for payment of such
defaulted interest to be fixed by the Registration Agent, notice of which shall be given to the owners of
the Bonds of the issue of which this Bond is one not less than ten (10) days prior to such Special Record
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Date. Payment of principal of and premium, if any, on the Bonds shall be made when due upon
presentation and surrender of this Bond to the Registration Agent.

Except as otherwise provided herein or in the Resolution, as hereinafter defined, this Bond shall
be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York ("DTC"), which will act as securities depository for the Bonds of the series of which this Bond is
one. One Bond for each maturity of the Bonds shall be issued to DTC and immobilized in its custody or a
custodian of DTC. The Bond Registrar is a custodian and agent for DTC, and the Bond will be
immobilized in its custody. A book-entry system (the "Book-Entry System") shall be employed,
evidencing ownership of the Bonds in $5,000 denominations, or multiples thereof, with transfers of
beneficial ownership effected on the records of DTC and the DTC Participants, as defined in the
Resolution, pursuant to rules and procedures established by DTC. So long as Cede & Co., as nominee for
DTC, is the registered owner of the Bonds, the City, KUB and the Registration Agent shall treat Cede &
Co., as the only owner of the Bonds for all purposes under the Resolution, including receipt of all
principal of, premium, if any, and interest on the Bonds, receipt of notices, voting and requesting or
taking or not taking, or consenting to, certain actions hereunder. Payments of principal, maturity amounts,
interest, and redemption premium, if any, with respect to the Bonds, so long as DTC is the only owner of
the Bonds, shall be paid directly to DTC or its nominee, Cede & Co. DTC shall remit such payments to
DTC Participants, and such payments thereafter shall be paid by DTC Participants to the Beneficial
Owners, as defined in the Resolution. Neither the City, KUB, nor the Registration Agent shall be
responsible or liable for payment by DTC or DTC Participants, for sending transaction statements or for
maintaining, supervising or reviewing records maintained by DTC or DTC Participants. In the event that
(1) DTC determines not to continue to act as securities depository for the Bonds or (2) to the extent
permitted by the rules of DTC, the Board of Commissioners of KUB (the "Board") determines to
discontinue the Book-Entry System, the Book-Entry System with DTC shall be discontinued. If the
Board fails to identify another qualified securities depository to replace DTC, the Board shall cause the
Registration Agent to authenticate and deliver replacement Bonds in the form of fully registered Bonds to
each Beneficial Owner. Neither the City, KUB nor the Registration Agent shall have any responsibility or
obligations to any DTC Participant or any Beneficial Owner with respect to (i) the Bonds; (ii) the
accuracy of any records maintained by DTC or any DTC Participant; (iii) the payment by DTC or any
DTC Participant of any amount due to any Beneficial Owner in respect of the principal or maturity
amounts of and interest on the Bonds; (iv) the delivery or timeliness of delivery by DTC or any DTC
Participant of any notice due to any Beneficial Owner that is required or permitted under the terms of the
Resolution to be given to Beneficial Owners, (v) the selection of Beneficial Owners to receive payments
in the event of any partial redemption of the Bonds; or (vi) any consent given or other action taken by
DTC, or its nominee, Cede & Co., as owner.

The Bonds of the issue of which this Bond is one maturing on or before March 1, 2025 shall
mature without option of prior redemption. The Bonds maturing on March 1, 2026 and thereafter shall be
subject to redemption prior to maturity at the option of the City, acting through the Board, on or after
March 1, 2025, as a whole or in part at any time at a redemption price equal to the principal amount plus
interest accrued to the redemption date.

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

(1) if the Bonds are being held under a Book-Entry System by DTC, or a successor
Depository, the amount of the interest of each DTC Participant in the 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
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(i1) if the Series Bonds are not being held under a Book-Entry System by DTC, or a
successor Depository, the 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. |

[Subject to the credit hereinafter provided, the City acting by and through KUB, shall redeem
Bonds maturing on the redemption dates set forth below opposite such maturity date, in aggregate
principal amounts equal to the respective dollar amounts set forth below opposite the redemption dates at
a price of par plus accrued interest thereon to the date of redemption. DTC, as securities depository for
the series of Bonds of which this Bond is one, or any successor Depository for the Bonds, shall determine
the interest of each Participant in the Bonds to be redeemed using its procedures generally in use at that
time. If DTC, or another securities depository is no longer serving as securities depository for the Bonds,
the Bonds to be redeemed within a maturity shall be selected by the Registration Agent by lot or such
other random manner as the Registration Agent in its discretion shall select. The dates of redemption and
amount of Bonds to be redeemed on said dates are as follows:

Principal Amount
Redemption of Bonds to be
Maturity Date Redeemed

*final maturity

At its option, to be exercised on or before the forty-fifth (45th) day next preceding any such
redemption date, the City, acting through KUB, may (i) deliver to the Registration Agent for cancellation
Bonds to be redeemed, in any aggregate principal amount desired, and/or (ii) receive credit in respect of
its redemption obligation under the mandatory redemption provision for any Bonds to be redeemed which
prior to said date have been purchased or redeemed (otherwise than by mandatory redemption) and
canceled by the Registration Agent and not theretofore applied as a credit against any redemption
obligation under the mandatory redemption provision. Each Bond so delivered or previously purchased
or redeemed shall be credited by the Registration Agent at 100% of the principal amount thereof on the
obligation of KUB on such payment date and any excess shall be credited on future redemption
obligations in chronological order, and the principal amount of the Bonds to be redeemed by operation of
the mandatory redemption provision shall be accordingly reduced. KUB shall on or before the forty-fifth
(45th) day next preceding each payment date furnish the Registration Agent with its certificate indicating
whether or not and to what extent the provisions of clauses (i) and (ii) of this paragraph are to be availed
of with respect to such payment and confirm that funds for the balance of the next succeeding prescribed
payment will be paid on or before the next succeeding payment date.

Notice of call for redemption, whether optional or mandatory, shall be given by the Registration
Agent on behalf of the City, but only upon direction of the Board, not fewer than twenty (20) nor more
than sixty (60) days prior to the date fixed for redemption by sending an appropriate notice to the
registered owners of the Bonds to be redeemed by first-class mail, postage prepaid, at the addresses
shown on the Bond 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 Bonds for which proper notice was given. The 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"). From and after any redemption date, all 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
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has been duly given as set forth in the Resolution, as hereafter defined. In the case of a Conditional
Redemption, the failure of the City or KUB 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 Bonds
called for redemption and not so paid remain outstanding. |

The Bonds of the issue of which this Bond is one are issuable only as fully registered Bonds,
without coupons, in the denomination of Five Thousand Dollars ($5,000) or any authorized integral
multiple thereof. At the designated corporate trust office of the Registration Agent, in the manner and
subject to the limitations, conditions and charges provided in the Resolution, fully registered Bonds may
be exchanged for an equal aggregate principal amount of fully registered Bonds of the same maturity, of
authorized denominations, and bearing interest at the same rate. The Bonds shall be numbered
consecutively from one upwards and will be made eligible for the Book-Entry System of DTC. Except as
otherwise provided in this paragraph and the Resolution, as hereinafter defined, the Bonds shall be
registered in the name of Cede & Co. as nominee of DTC. The Board may discontinue use of DTC for
Bonds at any time upon determination by the Board that the use of DTC is no longer in the best interest of
the beneficial owners of the Bonds. Upon such determination, registered ownership of the Bonds may be
transferred on the registration books maintained by the Registration Agent, and the Bonds may be
delivered in physical form to the following:

1. any successor of DTC or its nominee;

ii. any substitute depository to which the Registration Agent does not unreasonably

object, upon (a) the resignation of DTC or its successor (or any substitute depository or
its successor) from its functions as depository, or (b) a determination by the Board that DTC or its
successor (or any substitute depository or its successor) is no longer able to carry out its functions
as depository; or

iil. any person, upon (a) the resignation of DTC or its successor (or substitute
depository or its successor) from its functions as depository, or (b) termination by the Board of
the use of DTC (or substitute depository or its successor).

In the event that this Bond is no longer held in a Book-Entry System by DTC, this Bond shall be
transferable by the registered owner hereof in person or by such owner's attorney duly authorized in
writing at the designated corporate trust office of the Registration Agent set forth on the front side hereof,
but only in the manner, subject to limitations and upon payment of the charges provided in the Resolution
and upon surrender and cancellation of this Bond. Upon such transfer a new Bond or Bonds of authorized
denomination or denominations of the same maturity and interest rate for the same aggregate principal
amount will be issued to the transferee in exchange therefor. The person in whose name this Bond is
registered shall be deemed and regarded as the absolute owner thereof for all purposes and neither the
City, KUB nor the Registration Agent shall be affected by any notice to the contrary whether or not any
payments due on the Bond shall be overdue. Bonds, upon surrender to the Registration Agent, may, at
the option of the registered owner thercof, be exchanged for an equal aggregate principal amount of the
Bonds of the same maturity in authorized denomination or denominations, upon the terms set forth in the
Resolution. The Registration Agent shall not be required to transfer or exchange any Bond during the
period commencing on a Regular Record Date or Special Record Date and ending on the corresponding
interest payment date of such Bond, nor to transfer or exchange any Bond after the notice calling such
Bond for redemption has been made, nor during a period following the receipt of instructions from the
Board to call such Bond for redemption.

This Bond is one of a total authorized issue aggregating $9,500,000 and issued by the City for the
purpose of providing funds to refinance the outstanding principal amount of the City's outstanding Gas
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System Revenue Refunding Bonds, Series L-2005, dated August 10, 2005, maturing March 1, 2018 and
thereafter (the "Refunded Bonds"), including the payment of legal, fiscal and administrative costs incident
thereto and costs incident to the issuance of the Bonds, under and in full compliance with the Constitution
and statutes of the State of Tennessee, including Sections 7-34-101 et seq. and Section 9-21-101 et seq.,
Tennessee Code Annotated, and pursuant to Resolution No. R-25-88 duly adopted by the City Council of
the City on February 9, 1988, as supplemented and amended by Resolution No. R-59-88 duly adopted by
the City Council of the City on March 22, 1988, Resolution No. R-227-91 duly adopted by the City
Council of the City on June 25, 1991, Resolution No. R-471-92 duly adopted by the City Council of the
City on October 13, 1992 (as amended by Resolution No. R-5-93 duly adopted by the City Council of the
City on January 5, 1993), Resolution No. R-475-93 duly adopted by the City Council of the City on
October 26, 1993, Resolution No. R-22-97 duly adopted by the City Council of the City on January 14,
1997, Resolution No. R-421-98 duly adopted by the City Council of the City on October 20, 1998,
Resolution No. R-66-01 duly adopted by the City Council of the City on February 20, 2001, Resolution
No. R-150-01 duly adopted by the City Council of the City on March 20, 2001, Resolution No. R-479-01
duly adopted by the City Council of the City on October 30, 2001, Resolution No. R-58-04 duly adopted
by the City Council of the City on March 2, 2004, Resolution No. R-262-05 duly adopted by the City
Council of the City on July 5, 2005, Resolution No. R-79-06 duly adopted by the City Council of the City
on February 28, 2006, Resolution No. R-345-07 duly adopted by the City Council of the City on August
28, 2007, Resolution No. R-132-10 duly adopted by the City Council of the City on May 4, 2010,
Resolution No. R-333-2010, duly adopted by the City Council of the City on November 2, 2010,
Resolution No. R-336-2011, duly adopted by the City Council of the City on December 13, 2011,
Resolution No. R-290-2012 duly adopted by the City Council of the City on October 16, 2012, Resolution
No. R-322-2012 duly adopted by the City Council of the City on November 13, 2012, Resolution No. R-
242-2013 duly adopted by the City Council of the City on July 23, 2013, Resolution No. R-82-2015 duly
adopted by the City Council of the City on March 3, 2015, Resolution No. R-315-2016 duly adopted by
the City Council of the City on June 21, 2016 and Resolution No. R-  -2017, duly adopted by the City
Council of the City on , 2017 (as supplemented and amended, the "Resolution™).

This Bond, and interest hereon, are payable solely from and secured by a pledge of the income
and revenues to be derived from the operation of the gas distribution system of the City (the "System"),
subject only to the payment of the reasonable and necessary costs of operating, maintaining, repairing,
and insuring the System. The Bonds of the series of which this Bond is one shall enjoy complete parity
and equality of lien with the City's outstanding Gas System Revenue Refunding Bonds, Series L-2005,
dated August 10, 2005, maturing March 1, 2017 and thereafter to the extent not refunded with the
proceeds of the Bonds, the City's outstanding Gas System Revenue Refunding Bonds, Series N-2007,
dated November 1, 2007, maturing March 1, 2017 and thereafter, the City's Gas System Revenue Bonds,
Series P-2010 (Federally Taxable Build America Bonds), dated December 8, 2010, maturing March 1,
2017 and thereafter, the City's outstanding Gas System Revenue Refunding Bonds, Series Q-2012, dated
April 20, 2012, maturing March 1, 2017 and thereafter, the City's outstanding Gas System Revenue
Bonds, Series R-2012, dated December 18, 2012, maturing March 1, 2017 and thereafter, the City's
outstanding Gas System Revenue Refunding Bonds, Series S-2013, dated March 15, 2013, maturing
March 1, 2017 and thereafter, the City's outstanding Gas System Revenue Bonds, Series T-2013, dated
October 1, 2013, maturing March 1, 2017 and thereafter, the City's outstanding Gas System Revenue
Refunding Bonds, Series U-2015, dated May 1, 2015, maturing March 1, 2017 and thereafter and the
City's outstanding Gas System Revenue Bonds, Series V-2016, dated August 5, 2016, maturing March 1,
2017 and thereafter (collectively, the "Outstanding Bonds"). As provided in the Resolution, the punctual
payment of principal of, premium, if any, and interest on the series of Bonds of which this Bond is one,
the Outstanding Bonds, and any other bonds issued on a parity therewith pursuant to the terms of the
Resolution shall be secured equally and ratably by said revenues without priority by reason of series,
number or time of sale or delivery. The owner of this Bond shall have no recourse to the power of
taxation of the City. The Board has covenanted that it will fix and impose such rates and charges for the
services rendered by the System and will collect and account for sufficient revenues to pay promptly the
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principal of and interest on this Bond and the issue of which it is a part, as each payment becomes due.
For a more complete statement of the revenues from which and conditions under which this Bond is
payable, a statement of the conditions on which obligations may hereafter be issued on a parity with this
Bond, the general covenants and provisions pursuant to which this Bond is issued and the terms upon
which the Resolution may be modified, reference is hereby made to the Resolution.

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

It is hereby certified, recited, and declared that all acts, conditions and things required to exist,
happen and be performed precedent to and in the issuance of this Bond exist, have happened and have
been performed in due time, form and manner as required by law, and that the amount of this Bond,
together with all other indebtedness of either the City or KUB, does not exceed any limitation prescribed
by the constitution and statutes of the State of Tennessee.

IN WITNESS WHEREOF, the City acting by and through the Board has caused this Bond to be
signed by the Chair of the Board by her manual or facsimile signature and attested by the Secretary of the
Board by his manual or facsimile signature, all as of the date hereinabove set forth.

CITY OF KNOXVILLE
by and through the
KNOXVILLE UTILITIES BOARD

By:
Chair
ATTESTED:
Secretary
Transferable and payable at the
designated corporate trust office of:
, Tennessee

Date of Registration:

This Bond is one of the issue of Bonds issued pursuant to the Resolution hereinabove described.

Registration Agent

By:

Authorized Representative
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FORM OF ASSIGNMENT

FOR VALUE RECEIVED, the undersigned sells, assigns, and transfers unto
, [Please insert Federal Tax Identification Number or Social Security
Number of Assignee ] whose address is
, the within bond of the City of Knoxville, Tennessee,
and does hereby irrevocably constitute and appoint , ,
Tennessee, attorney, to transfer the said bond on the records kept for registration thereof with full power
of substitution in the premises.

Dated:

NOTICE: The signature to this
assignment must correspond with
the name of the registered owner
as it appears on the face of the
within Bond in every particular,
without alteration or enlargement
or any change whatsoever.
Signature guaranteed:

NOTICE: Signature(s) must be
guaranteed by a member firm of
a Medallion Program acceptable
to the Registration Agent.

Section 8. Equality of Lien; Pledge of Net Revenues. The punctual payment of principal of,
premium, if any, and interest on the Series W-2017 Bonds, the Outstanding Bonds and any Parity Bonds
shall be secured equally and ratably by the Net Revenues of the System without priority by reason of
series, number or time of sale or execution or delivery, and the Net Revenues of the System are hereby
irrevocably pledged to the punctual payment of such principal, premium and interest as the same become
due.

Section 9. Applicability of the 1988 Resolution. The Series W-2017 Bonds are issued in
compliance with the 1988 Resolution so as to be on a parity with the Outstanding Bonds, and, when duly
delivered, the Series W-2017 Bonds shall constitute a series of bonds issued under the authority of the
1988 Resolution. All recitals, provisions, covenants and agreements contained in the 1988 Resolution, as
supplemented and amended herein (except insofar as any of said recitals, provisions, covenants and
agreements necessarily relate exclusively to any series of the Outstanding Bonds) are hereby ratified and
confirmed and incorporated herein by reference and, for so long as any of the Series W-2017 Bonds shall
be outstanding and unpaid either as to principal or interest, or until discharge and satisfaction of the Series
W-2017 Bonds as provided in Section 12 hereof, shall be applicable to the Series W-2017 Bonds, shall
inure to the benefit of owners of the Series W-2017 Bonds as if set out in full herein, and shall be fully
enforceable by the owner of any Series W-2017 Bond.

All references to "holder" or "holders" in the 1988 Resolution shall be deemed to include owners
of the Series W-2017 Bonds, and all references to "Bonds" in the 1988 Resolution shall be deemed to
include the Series W-2017 Bonds.
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Section 10. Sale of Series W-2017 Bonds.

(a) The Series W-2017 Bonds or any emission thereof may be sold at negotiated sale to the
Underwriter or at public sale as determined by the President and Chief Executive Officer of KUB at a
price of not less than 98.00% of par, exclusive of original issue discount, plus accrued interest, if any,
provided, however, that no emission of Series W-2017 Bonds may be sold at negotiated sale unless the
Audit and Finance Committee of the Board has previously approved the sale of such emission at
negotiated sale. The sale of any emission of the Series W-2017 Bonds to the Underwriter or by public
sale shall be binding on the City and KUB, and no further action of the Board with respect thereto shall be
required.

(b) The President and Chief Executive Officer of KUB, as the designee of the Board, is
further authorized with respect to each emission of Series W-2017 Bonds to:

(1) change the dated date to a date other than the date of issuance;

2) specify or change the series designation of the Series W-2017 Bonds to a
designation other than "Gas System Revenue Refunding Bonds";

3) change the first interest payment date to a date other than September 1, 2017,
provided that such date is not later than twelve months from the dated date of such emission of
Series W-2017 Bonds;

4) establish and adjust the principal and interest payment dates and determine
maturity or mandatory redemption amounts of the Series W-2017 Bonds or any emission thereof,
provided that (A) the total principal amount of all emissions of the Series W-2017 Bonds does not
exceed the total amount of Series W-2017 Bonds authorized herein; (B) the final maturity date of
each emission shall be not later than March 1, 2027; and (C) the debt service schedule is
substantially the same as what was presented to the State Director in connection with requesting a
report on the refunding of the Refunded Bonds;

(&) modify or remove the optional redemption provisions contained herein, provided
that the premium amount to be paid in connection with any redemption provision shall not exceed
two percent (2%) of the principal amount thereof;

(6) sell the Series W-2017 Bonds, or any emission thereof, or any maturities thereof
as term bonds with mandatory redemption requirements as determined by the Board, as it shall
deem most advantageous to KUB; and

7 cause all or a portion of the Series W-2017 Bonds to be insured by a bond
insurance policy issued by a nationally recognized bond insurance company to achieve the
purposes set forth herein and to serve the best interests of KUB and to enter into agreements with
such insurance company to the extent not inconsistent with this Resolution.

() If any emission of Series W-2017 Bonds is sold at negotiated sale, the President and
Chief Executive Officer of KUB is authorized to execute a Bond Purchase Agreement with respect to
such emission of Series W-2017 Bonds, providing for the purchase and sale of the Series W-2017 Bonds,
or any emission thereof. Each Bond Purchase Agreement shall be in substantially the form attached
hereto as Exhibit A, with such changes as the President and Chief Executive Officer deems necessary or
advisable in connection with the sale of such Series W-2017 Bonds, provided any such changes are not
inconsistent with the terms of this Section. If the Underwriter does not intend to reoffer the Series W-
2017 Bonds to the public, then the Bond Purchase Agreement shall be conformed to reflect such
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intention. The form of the Series W-2017 Bond set forth in Section 7 hereof shall be conformed to reflect
any changes made pursuant to this Section 10.

(d) The President and Chief Executive Officer and the Chief Financial Officer of KUB, or
either of them, are authorized to cause the Series W-2017 Bonds, in book-entry form (except as otherwise
authorized herein), to be authenticated and delivered by the Registration Agent to the purchaser(s), and to
execute, publish, and deliver all certificates and documents, including an official statement, the Bond
Purchase Agreement and closing certificates, as they shall deem necessary in connection with the sale and
delivery of each emission of the Bonds.

(e) If the Series W-2017 Bonds are sold at public sale, the Series W-2017 Bonds shall be
awarded by the President and Chief Executive Officer of KUB to the bidder that offers to purchase the
Bonds for the lowest true interest cost to KUB.

Section 11. Disposition of Series W-2017 Bond Proceeds. The proceeds of the sale of the Series
W-2017 Bonds shall be paid to KUB and used and applied by KUB as follows:

(a) All accrued interest, if any, shall be deposited to the Debt Service Fund created under the
1988 Resolution and used to pay interest on the Series W-2017 Bonds on the first interest payment date
following delivery of the Series W-2017 Bonds;

(b) An amount, which together with investment earnings thereon and legally available funds
of KUB, if any, will be sufficient to pay principal of, premium, if any, and interest on the Refunded
Bonds (subject to adjustments permitted by Section 10 above), shall be transferred to the Refunding
Escrow Agent under the Refunding Escrow Agreement to be deposited to the Escrow Fund established
thereunder to be held and applied as provided therein, or if no Refunding Escrow Agreement is utilized
(as permitted by Section 13 hereof), such amount shall be applied by KUB directly to refund the
Refunded Bonds; and

(c) The remainder shall be applied to the payment of costs of issuance relating to the W-2017
Bonds. If there are any remaining proceeds of the Series W-2017 Bonds after application as provided
above, such remaining proceeds shall be used to pay principal and/or interest on the Series W-2017
Bonds.

Section 12. Discharge and Satisfaction of Series W-2017 Bonds. If KUB, on behalf of the City,
shall pay and discharge the indebtedness evidenced by any of the Series W-2017 Bonds or Parity Bonds
(referred to hereinafter, collectively, in this Section as the "Bonds") in any one or more of the following
ways:

(a) By paying or causing to be paid, by deposit of sufficient funds as and when required with
the Registration Agent, the principal of and interest on such Bonds as and when the same become due and
payable;

(b) By depositing or causing to be deposited with any financial institution which has trust
powers and which is regulated by and the deposits of which are insured by the Federal Deposit Insurance
Corporation or similar federal agency ("an Agent"; which Agent may be the Registration Agent), in trust
or escrow, on or before the date of maturity or redemption, sufficient money or Defeasance Obligations,
the principal of and interest on which, when due and payable, will provide sufficient moneys to pay or
redeem such Bonds and to pay premium, if any, and interest thereon when due until the maturity or
redemption date (provided, if such Bonds are to be redeemed prior to maturity thereof, proper notice of
such redemption shall have been given or adequate provision shall have been made for the giving of such
notice); or
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(c) By delivering such Bonds to the Registration Agent, for cancellation by it;

and if KUB, on behalf of the City, shall also pay or cause to be paid all other sums payable hereunder by
KUB or the City with respect to such Bonds or make adequate provision therefor, and by resolution of the
Board instruct any such Agent to pay amounts when and as required to the Registration Agent for the
payment of principal of and interest and redemption premiums, if any, on such Bonds when due, then and
in that case the indebtedness evidenced by such Bonds shall be discharged and satisfied and all covenants,
liens, pledges, agreements and obligations entered into, created, or imposed hereunder, including the
pledge of and lien on the Net Revenues of the System set forth herein, shall be fully discharged and
satisfied with respect to such Bonds and the owners thereof and shall thereupon cease, terminate and
become void.

If KUB, on behalf of the City, shall pay and discharge or cause to be paid and discharged the
indebtedness evidenced by any of the Bonds in the manner provided in either clause (a) or clause (b)
above, then the registered owners thereof shall thereafter be entitled only to payment out of the money or
Defeasance Obligations deposited as aforesaid.

Except as otherwise provided in this Section, neither Defeasance Obligations nor moneys
deposited with the Agent pursuant to this Section nor principal or interest payments on any such
Defeasance Obligations shall be withdrawn or used for any purpose other than, and shall be held in trust
for, the payment of the principal of and premium, if any, and interest on said Bonds; provided that any
cash received from such principal or interest payments on such Defeasance Obligations deposited with the
Agent, (A) to the extent such cash will not be required at any time for such purpose, shall be paid over to
KUB as received by the Agent and (B) to the extent such cash will be required for such purpose at a later
date, shall, to the extent practicable, be reinvested in Defeasance Obligations maturing at times and in
amounts sufficient to pay when due the principal and premium, if any, and interest to become due on said
Bonds on or prior to such redemption date or maturity date thereof, as the case may be, and interest
earned from such reinvestments, to the extent not needed for the payment of such principal, premium and
interest, shall be paid over to KUB, as received by the Agent. For the purposes of this Section,
Defeasance Obligations shall mean direct obligations of, or obligations, the principal of and interest on
which are guaranteed by, the United States of America, or any agency thereof, obligations of any agency
or instrumentality of the United States or any other obligations at the time of the purchase thereof are
permitted investments under Tennessee Law for the purposes described in this Section, which bonds or
other obligations shall not be subject to redemption prior to their maturity other than at the option of the
registered owner thereof.

No redemption privilege shall be exercised with respect to the Series W-2017 Bonds or any Parity
Bonds except at the option and election of the Board. The right of redemption set forth herein shall not be
exercised by any Registration Agent or Agent unless expressly so directed in writing by an authorized
representative of the Board.

Section 13. Refunding Escrow Agreement. For the purpose of providing for the payment of the
principal of, premium, if any, and interest on the Refunded Bonds, the President and Chief Executive
Officer of KUB is hereby authorized and directed to execute and the Secretary of the Board to attest on
behalf of KUB a Refunding Escrow Agreement with the Refunding Escrow Agent and to deposit with the
Refunding Escrow Agent the amounts to be used by the Refunding Escrow Agent to purchase Defeasance
Obligations as provided therein. The President and Chief Executive Officer of KUB and the Secretary of
the Board are hereby authorized and directed to execute and deliver the Refunding Escrow Agreement on
behalf of KUB in such form as is approved by the President and Chief Executive Officer of KUB and the
Secretary of the Board, their execution thereof to constitute conclusive evidence of their approval of such
form of the Refunding Escrow Agreement. The Refunding Escrow Agent is hereby authorized and
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directed to hold and administer all funds deposited in trust for the payment when due of principal of and
interest on the Refunded Bonds and to exercise such duties as set forth in the Refunding Escrow
Agreement. Notwithstanding the foregoing, the Chief Financial Officer of KUB is authorized to dispense
with the use of a Refunding Escrow Agreement and to apply proceeds of the Bonds directly to the
redemption of the Refunded Bonds if the delivery date of the Bonds is not more than thirty (30) days prior
to the redemption of the Refunded Bonds.

Section 14. Notice of Refunding. Prior to the issuance of the Series W-2017 Bonds, notice of the
City's intention to refund the Refunded Bonds, to the extent required by applicable law, shall be given by
the registration agent for the Refunded Bonds to be mailed by first-class mail, postage prepaid, to the
registered holders thereof, as of the date of the notice, as shown on the bond registration records
maintained by such registration agent of said Refunded Bonds. The President and Chief Executive
Officer of KUB and the Secretary of the Board, or either of them, is hereby authorized and directed to
authorize the registration agent of said Refunded Bonds to give such notice on behalf of the City in
accordance with this Section.

Section 15. Federal Tax Matters. The City and KUB recognize that the purchasers and owners of
the Series W-2017 Bonds will have accepted them on, and paid therefor a price that reflects, the
understanding that interest thereon will not be included in gross income for purposes of federal income
taxation under laws in force on the date of delivery of the Series W-2017 Bonds. In this connection,
KUB, on behalf of the City, agrees that it shall take no action which may render the interest on any of the
Series W-2017 Bonds includable in gross income for purposes of federal income taxation. It is the
reasonable expectation of the City and KUB that the proceeds of the Series W-2017 Bonds will not be
used in a manner which will cause the Series W-2017 Bonds to be "arbitrage bonds" within the meaning
of Section 148 of the Code, and to this end the said proceeds of the Series W-2017 Bonds and other
related funds established for the purposes herein set out, shall be used and spent expeditiously for the
purposes described herein. In the event Section 148(f) of the Code shall require the payment of any
investment proceeds of the Series W-2017 Bonds to the United States government, KUB will make such
payments as and when required by said Section 148(f) and will take such other actions as shall be
necessary or permitted to prevent the interest on the Series W-2017 Bonds from becoming taxable. The
Chair of the Board, the Secretary of the Board, the President and Chief Executive Officer of KUB and
Chief Financial Officer of KUB, or any of them, are authorized and directed to make such certifications in
this regard in connection with the sale of the Bonds as any or all shall deem appropriate, and such
certifications shall constitute a representation and certification of the City and KUB.

Section 16. Official Statement. The President and Chief Executive Officer of KUB, or her
designee, is hereby authorized and directed to provide for the preparation and distribution of a
Preliminary Official Statement describing the Series W-2017 Bonds. After the Series W-2017 Bonds
have been awarded, the President and Chief Executive Officer of KUB, or her designee, shall make such
completions, omissions, insertions and changes in the Preliminary Official Statement not inconsistent
with this resolution as are necessary or desirable to complete it as a final Official Statement for purposes
of Rule 15¢2-12(e)(3) of the Securities and Exchange Commission. The President and Chief Executive
Officer of KUB, or her designee, shall arrange for the delivery to the purchaser of the Series W-2017
Bonds of a reasonable number of copies of the Official Statement within seven business days after the
Series W-2017 Bonds have been awarded for subsequent delivery by the purchaser to each potential
investor requesting a copy of the Official Statement and to each person to whom such purchaser and
members of his group initially sell the Series W-2017 Bonds.

The President and Chief Executive Officer of KUB, or her designee is authorized, on behalf of
the Board, to deem the Preliminary Official Statement and the Official Statement in final form, each to be
final as of its date within the meaning of Rule 15¢2-12(b)(1), except for the omission in the Preliminary
Official Statement of certain pricing and other information allowed to be omitted pursuant to such Rule
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15¢2-12(b)(1). The distribution of the Preliminary Official Statement and the Official Statement in final
form shall be conclusive evidence that each has been deemed in final form as of its date by the Board
except for the omission in the Preliminary Official Statement of such pricing and other information.

Section 17. Continuing Disclosure. The City hereby covenants and agrees that KUB will provide
annual financial information and material event notices for the Series W-2017 Bonds as required by Rule
15¢2-12 of the Securities and Exchange Commission. The Chief Financial Officer of KUB is authorized
to execute at the closing of the sale of the Series W-2017 Bonds, an agreement for the benefit of and
enforceable by the owners of the Series W-2017 Bonds specifying the details of the financial information
and material event notices to be provided and its obligations relating thereto. Failure of KUB to comply
with the undertaking herein described and to be detailed in said closing agreement, shall not be a default
hereunder, but any such failure shall entitle the owner or owners of any of the Bonds to take such actions
and to initiate such proceedings as shall be necessary and appropriate to cause KUB to comply with its
undertaking as set forth herein and in said agreement, including the remedies of mandamus and specific
performance.

Section 18. Separability. If any section, paragraph or provision of this resolution shall be held to
be invalid or unenforceable for any reason, the invalidity or unenforceability of such section, paragraph or
provision shall not affect any of the remaining provisions of this resolution.

Section 19. Repeal of Conflicting Resolutions and Effective Date. All other resolutions and
orders, or parts thereof, in conflict with the provisions of this resolution, are, to the extent of such conflict,
hereby repealed and this resolution shall be in immediate effect from and after its adoption.
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Adopted and approved this day of ,2017.

Mayor

ATTEST:

City Recorder
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STATE OF TENNESSEE )
COUNTY OF KNOX g
I, Will Johnson, hereby certify that I am the duly qualified and acting City Recorder of the City of
Knoxville, Tennessee, and as such official I further certify that attached hereto is a copy of excerpts from
the minutes of a regular meeting of the governing body of the City Council held on Tuesday,
, 2017; that these minutes were promptly and fully recorded and are open to public
inspection; that [ have compared said copy with the original minute record of said meeting in my official
custody; and that said copy is a true, correct and complete transcript from said original minute record
insofar as said original records relate to an amount not to exceed $9,500,000 Gas System Revenue
Refunding Bonds, Series W-2017.
WITNESS my official signature and seal of the City of Knoxville, Tennessee, this  day of

, 2017.

City Recorder
(seal)
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EXHIBIT A

$9,500,000
CITY OF KNOXVILLE, TENNESSEE
ACTING ON BEHALF OF KNOXVILLE UTILITIES BOARD
GAS SYSTEM REVENUE REFUNDING BONDS, SERIES W-2017

BOND PURCHASE AGREEMENT

,201

Knoxville Utilities Board

445 South Gay Street
Knoxville, Tennessee 37902

Gentlemen:

The undersigned (the "Underwriter") offers to enter into this agreement with Knoxville Utilities
Board ("KUB") which, upon your acceptance of this offer, will be binding upon you and upon us.

This offer is made subject to your acceptance of this agreement on or before 5:00 p.m., Eastern
Standard Time, on ,201

1. Purchase Price.

Upon the terms and conditions and upon the basis of the respective representations,
warranties and covenants set forth herein, the Underwriter hereby agrees to purchase from KUB, and
KUB hereby agrees to sell to the Underwriter, all (but not less than all) of $9,500,000 aggregate principal
amount of KUB's Gas System Revenue Refunding Bonds, Series W-2017 (the "Bonds"). The purchase

price is $ plus accrued interest and shall be paid in accordance with paragraph 6 hereof. The
purchase price is equal to the par amount of the Bonds less $ original issue discount, less
$ underwriter's discount and plus accrued interest. The Bonds are to be issued under and

pursuant to, and are to be secured by the Resolution (the "Bond Resolution") adopted on

2017, by the City Council of the City of Knoxville (the "City") at the request of KUB. The Bonds shall
mature on the dates and shall bear interest at the rates all as described in the Official Statement referred to
in Section 3 hereof. The maturities, rates and discount at which the Bonds are being sold are more fully
described on Schedule I attached hereto.

The Bonds are being issued to provide funds to refinance the outstanding principal
amount of the City's outstanding Gas System Revenue Refunding Bonds, Series L-2005, dated August 10,
2005, maturing March 1, 2018 and thereafter (the "Refunded Bonds"), including the payment of legal,
fiscal and administrative costs incident thereto and incident to the issuance and sale of the Bonds.

2. Public Offering.

The Underwriter intends to make an initial bona fide public offering of all of the Bonds at
not in excess of the public offering prices set forth on the cover of the Official Statement and may
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subsequently change such offering price without any requirement of prior notice. The Underwriter may
offer and sell Bonds to certain dealers (including dealers depositing bonds into investment trusts) and
others at prices lower than the public offering prices stated on the cover of the Official Statement. The
Underwriter reserves the right (i) to over-allot or effect transactions that stabilize or maintain the market
prices of the Bonds at levels above those which might otherwise prevail in the open market; and (ii) to
discontinue such stabilizing, if commenced at any time without prior notice.

3. Official Statement.

(a) KUB has provided the Underwriter with information that constitutes a "deemed
final" official statement for purposes of Rule 15¢2-12 under the Securities Exchange Act of 1934 ("Rule
15¢2-12"). Concurrently with KUB's acceptance of this Bond Purchase Agreement, KUB shall deliver or
cause to be delivered to the Underwriter two copies of the Official Statement (as hereinafter defined)
relating to the Bonds dated the date hereof substantially in the same form as the Preliminary Official
Statement with only such changes as shall have been accepted by the Underwriter.

(b) Within seven (7) business days from the date hereof and within sufficient time to
accompany any confirmation requesting payment from any customers of the Underwriter, KUB shall
deliver to the Underwriter copies of the Official Statement of KUB, dated the date hereof, relating to the
Bonds, in sufficient quantity as may reasonably be requested by the Underwriter in order to comply with
Rule 15¢2-12 and any applicable rules of the Municipal Securities Rulemaking Board, in substantially the
form approved by KUB (which, together with the cover page, and all exhibits, appendices, and statements
included therein or attached thereto and any amendments and supplements that may be authorized for use
with respect to the Bonds is herein called the "Official Statement"), executed on behalf of KUB by a duly
authorized officer of KUB. You hereby authorize and approve the Official Statement and other pertinent
documents referred to in Section 6 hereof to be lawfully used in connection with the offering and sale of
the Bonds. You also acknowledge and ratify the use by the Underwriter, prior to the date hereof, of the
Preliminary Official Statement in connection with a public offering of the Bonds.

(c) If, prior to the Closing (as defined in Section 5 below) or within twenty-five (25)
days subsequent to the end of the underwriting period as such term is used for purposes of Rule 15¢2-12,
any event shall occur with respect to KUB or KUB shall receive notice of the occurrence of any other
event that might or would cause the information contained in the Official Statement to contain any untrue
statement of a material fact or to omit to state a material fact necessary in order to make the statements
made therein, in the light of the circumstances under which they were made, not misleading, KUB shall
so notify the Underwriter. KUB agrees to amend or supplement the Official Statement whenever
requested by the Underwriter when in the reasonable judgment of the Underwriter such amendment or
supplementation is required and to furnish the Underwriter with sufficient quantities of such amendment
or supplement in order to permit the Underwriter to comply with Rule 15¢2-12.

4. Representations and Warranties.

KUB hereby represents and warrants to the Underwriter that:

(a) KUB is duly existing pursuant to the Charter of the City and is authorized by
such Charter to operate and manage the System. KUB has duly authorized all necessary action to be
taken by it for: (i) the issuance and sale of the Bonds upon the terms set forth herein and in the Official
Statement; (ii) the approval of the Official Statement and the signing of the Official Statement by a duly
authorized officer; (iii) the execution, delivery and receipt of this Bond Purchase Agreement, the Bonds
and any and all such other agreements and documents as may be required to be executed, delivered and
received by KUB in order to carry out, give effect to, and consummate the transactions contemplated
hereby, by the Bonds, the Official Statement and the Bond Resolution;

A-2



(b) When executed by the respective parties thereto, this Bond Purchase Agreement
will constitute legal, valid and binding obligation of KUB enforceable in accordance with its terms;

(c) The information and statements contained in the Preliminary Official Statement,
as of its date and as of the date hereof, did not and do not contain any untrue statement of a material fact
or omit to state any material fact which was necessary in order to make such information and statements,
in the light of the circumstances under which they were made, not misleading;

(d) The information and statements contained in the Official Statement, as of its date
and as of the Closing, are and will be correct and complete in all material respects and do not and will not
contain any untrue statement of a material fact or omit to state any material fact which is necessary in
order to make such information and statements, in the light of the circumstances under which they were
made, not misleading;

(e) KUB has complied, and will at the Closing be in compliance, in all respects with
the obligations on its part contained in the Bond Resolution and the laws of the State of Tennessee (the
"State"), including the Act;

) The City has duly adopted the Bond Resolution, and the City and KUB have (a)
duly authorized and approved the distribution of the Preliminary Official Statement, (b) duly authorized
and approved the execution and delivery of the Official Statement, (c) duly authorized and approved the
execution and delivery of, and the performance by KUB of the obligations on its part contained in, the
Bonds, the Bond Resolution and this Bond Purchase Agreement, and (d) duly authorized and approved
the consummation by it of all other transactions contemplated by this Bond Purchase Agreement and the
Official Statement;

(2) KUB is not in breach of or default under any applicable law or administrative
regulation of the State or the United States in any manner related to or affecting the transactions
contemplated hereby or in breach of or default under any applicable judgment or decree or any loan
agreement, note, resolution, ordinance, agreement or other instrument to which KUB is a party or to
which it or any of its property is otherwise subject; and the execution and delivery of this Bond Purchase
Agreement, the Bonds and the adoption of the Bond Resolution, and compliance with the provisions of
each thereof, will not conflict with or constitute a breach of or default under any law, administrative
regulation, judgment, decree, loan agreement, note, resolution, ordinance, agreement or other instrument
to which KUB is a party or to which it or any of its property is otherwise subject;

(h) Except as may be required under the securities or "blue sky" laws of any state, all
approvals, consents, authorizations and orders of, filings with or certifications by any governmental
authority, board, agency or commission having jurisdiction, which would constitute a condition precedent
to the performance by KUB of its obligations hereunder and under the Bond Resolution and the Bonds,
have been obtained,

(1) There is no action, suit, proceeding, inquiry or investigation, at law or in equity,
before or by any court, public board or body, pending or, to the knowledge of KUB, threatened against
KUB or others (a) affecting KUB or the corporate existence of KUB or the titles of its officers to their
respective offices, (b) seeking to prohibit, restrain or enjoin the sale, issuance or delivery of the Bonds or
the collection of Net Revenues pledged to pay the principal of and interest on the Bonds, or the pledge
thereof, (c) in any way contesting or affecting the transactions contemplated hereby or by the Official
Statement or by the validity or enforceability of the Bonds, the Bond Resolution or this Bond Purchase
Agreement, (d) contesting in any way the completeness or accuracy of the Preliminary Official Statement
or the Official Statement, or (¢) contesting the powers or authority of KUB for the issuance of the Bonds,
the adoption of the Bond Resolution or the execution and delivery of this Bond Purchase Agreement;
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() KUB will not take or omit to take any action that will in any way cause the
proceeds from the sale of the Bonds and other moneys of KUB to be transferred on the date of issuance of
the Bonds to be applied or result in such proceeds and other moneys being applied in a manner other than
as provided in or permitted by the Bond Resolution and consistent with the utilization described in the
Official Statement;

(k) KUB agrees reasonably to cooperate with the Underwriter and its counsel in any
endeavor to qualify the Bonds for offering and sale under the securities or "blue sky" laws of such
jurisdictions of the United States as the Underwriter may request. KUB hereby consents to the use of the
Official Statement and the Bond Resolution by the Underwriter in obtaining any qualification required;

Q) If at any time from the date of this Bond Purchase Agreement through 25 days
following the "end of the underwriting period" (as defined in Rule 15¢2-12 described below) any event
shall occur that might or would cause the Official Statement to contain any untrue statement of a material
fact or to omit to state any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading, KUB shall notify the Underwriter and if, in
the opinion of the Underwriter, such event requires the preparation and publication of a supplement or
amendment to the Official Statement, KUB will supplement or amend the Official Statement in a form
and in a manner approved by the Underwriter. If the Official Statement is so supplemented or amended
prior to the Closing, such approval by the Underwriter of a supplement or amendment to the Official
Statement shall not preclude the Underwriter from thereafter terminating this Bond Purchase Agreement,
and if the Official Statement is so amended or supplemented subsequent to the date hereof and prior to the
Closing, the Underwriter may terminate this Bond Purchase Agreement by notification to KUB at any
time prior to the Closing if, in the judgment of the Underwriter, such amendment or supplement has or
will have a material adverse effect on the marketability of the Bonds;

(m) KUB has duly authorized and approved the execution and delivery of this Bond
Purchase Agreement and the performance by KUB of the obligations on its part contained herein;

(n) KUB is not, nor has it at any time, been in default in the payment of principal of
or interest on any obligation issued or guaranteed by KUB;

(o) Any certificate signed by an authorized officer of KUB and delivered to the
Underwriter at or prior to the Closing shall be deemed a representation and warranty by KUB in
connection with this Bond Purchase Agreement to the Underwriter as to the statements made therein upon
which the Underwriter shall be entitled to rely. KUB covenants that between the date hereof and the
Closing, it will not take any action that will cause the representations and warranties made herein to be
untrue as of the Closing;

(p) The Bonds, when issued, authenticated and delivered in accordance with the
Bond Resolution and sold to the Underwriter as provided herein, will be validly issued and outstanding
special obligations of KUB entitled to the benefits of the Bond Resolution;

()] KUB has lawful authority to operate the System, to consummate the transactions
contemplated by the Official Statement and collect revenues, fees and other charges in connection with
the System and through its Board of Commissioners, to fix the rates, fees and other charges with respect
to the System; and

(r) KUB hereby covenants and agrees to enter into a written agreement or contract,
constituting an undertaking (the "Undertaking") to provide ongoing disclosure about KUB, for the benefit
of the beneficial owners of the Bonds on or before the date of delivery of the Bonds as required under
paragraph (b)(5) of Rule 15¢2-12. The Undertaking shall be as described in the Preliminary Official
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Statement, with such changes as may be agreed in writing by the Underwriter. KUB represents that it has
complied in all respects with its obligations to provide continuing disclosure of certain information as
described in that certain Continuing Disclosure Certificate entered into in connection with the issuance of
the Bonds.

5. Delivery of, and Payment for, the Bonds.

At 10:00 a.m. on or about ,201 , or at such other time or date as shall have
been mutually agreed upon by KUB and the Underwriter, KUB will deliver, or cause to be delivered, to
the Underwriter the other documents hereinafter mentioned and, subject to the conditions contained
herein, the Underwriter will accept such delivery and pay the purchase price of the Bonds plus accrued
interest payable to the order of KUB, in federal funds or other immediately available funds by delivering
to KUB such funds by wire transfer to KUB or its designated agent except that physical delivery of the
Bonds shall be made through the facilities of the Depository Trust Company.

Payment for the Bonds shall be confirmed and delivery of the documents as aforesaid
shall be made at the offices of KUB, or such other place as may be agreed upon by the Underwriter and
KUB. Such payment and delivery is herein called the "Closing." The Bonds will be delivered as fully
registered bonds in such names and in such denominations as shall be designated in writing by the
Underwriter to KUB at Closing.

6. Certain Conditions to Underwriter's Obligations.

The obligations of the Underwriter hereunder shall be subject to (i) the performance by
KUB of its obligations to be performed hereunder, (ii) the accuracy in all material respects of the
representations and warranties of KUB herein as of the date hereof and as of the date of the Closing, and
(iii) to the following conditions:

(a) At the time of Closing, (i) the Bond Resolution shall be in full force and effect and shall
not have been amended, modified or supplemented except as may have been agreed to in writing by the
Underwriter, (ii) the proceeds of the sale of the Bonds shall be applied as described in the Official
Statement, and (iii) KUB shall have duly adopted and there shall be in full force and effect such other
resolutions as, in the opinion of Bass, Berry & Sims PLC, Knoxville, Tennessee ("Bond Counsel"), shall
be necessary in connection with the transactions contemplated hereby;

(b) At or prior to the Closing, the Underwriter shall have received an executed copy of each
of the following documents:

(1 the approving opinion, dated the date of the Closing, of Bond Counsel addressed
to KUB and the Underwriter, relating to, among other things, the validity of the Bonds [and the
exclusion from gross income of the interest on the Bonds for federal and State of Tennessee
income tax purposes, ] in substantially the form set forth as Appendix _ to the Official Statement;

2) a supplemental opinion, dated the date of the Closing, of Bond Counsel
addressed to the Underwriter in substantially the form of Exhibit A hereto;

3) an opinion, dated the date of the Closing, of Hodges, Doughty & Carson,
Knoxville, Tennessee, counsel to KUB, addressed to KUB, Bond Counsel and the Underwriter in
substantially the form of Exhibit B hereto;

4) a certificate of KUB, dated the date of the Closing and signed by a duly
authorized officer of KUB and in form and substance reasonably satisfactory to the Underwriter,
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to the effect that (i) since the execution of the Bond Purchase Agreement no material and adverse
change has occurred in the financial position of the System or results of operations of the System;
(i1)) KUB has not incurred any material liabilities secured by the Net Revenues of the System
other than in the ordinary course of business or as set forth in or contemplated by the Official
Statement; and (iii) no event affecting KUB has occurred since the date of the Official Statement
which should be disclosed in the Official Statement for the purpose for which it is to be used or
which is necessary to be disclosed therein in order to make the statements and information therein
not misleading as of the date of Closing;

&) the Official Statement executed on behalf of KUB by a duly authorized officer
thereof;

(6) the Bond Resolution and the Bonds;

(7) a certificate of a duly authorized officer of KUB, satisfactory to the Underwriter,
dated the date of Closing, stating that such officer is charged, either alone or with others, with the
responsibility for issuing the Bonds; setting forth, in the manner permitted by Section 148 of the
Internal Revenue Code of 1986, as amended (the "Code"), the reasonable expectations of KUB as
of such date as to the use of proceeds of the Bonds and of any other funds of KUB expected to be
used to pay principal or interest on the Bonds and the facts and estimates on which such
expectations are based; and stating that, to the best of the knowledge and belief of the certifying
officer, KUB's expectations are reasonable;

() evidence indicating a rating on the Bonds of " " by [rating agency];

) other certificates of KUB listed on a Closing Memorandum to be approved by
counsel to KUB, Bond Counsel and counsel to the Underwriter, including any certificates or
representations required in order for Bond Counsel to deliver the opinion referred to in Paragraph
6(b)(1) of this Bond Purchase Agreement; and such additional legal opinions, certificates,
proceedings, instruments and other documents as the counsel to the Underwriter or Bond Counsel
may reasonably request to evidence compliance by KUB with legal requirements, the truth and
accuracy, as of the time of Closing, of the representations of KUB contained herein and the due
performance or satisfaction by KUB at or prior to such time of all agreements then to be
performed and all conditions then to be satisfied by KUB.

All such opinions, certificates, letters, agreements and documents will be in compliance
with the provisions hereof only if they are satisfactory in form and substance to the Underwriter and
counsel to the Underwriter. KUB will furnish the Underwriter with such conformed copies or
photocopies of such opinions, certificates, letters, agreements and documents as the Underwriter may
reasonably request.

(©) The Underwriter shall have received within seven (7) business days from the date hereof
and within sufficient time to accompany any confirmation requesting payment from any customers of the
Underwriter, the Official Statement in sufficient quantity as may be reasonably requested by the
Underwriter in order to comply with Rule 15(c) 2-12.

7. Termination.

The Underwriter shall have the right to cancel its obligation to purchase the Bonds if (i)
between the date hereof and the Closing, legislation shall be enacted or recommended to the Congress or
otherwise endorsed for passage (by press release, other form of notice or otherwise) by the President of
the United States, the Treasury Department of the United States, the Internal Revenue Service or the
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Chairman or ranking minority member of the Committee on Finance of the United States Senate or the
Committee on Ways and Means of the United States House of Representatives or favorably reported for
passage to either House of the Congress by any committee of such House to which such legislation has
been referred for consideration, or a bill to amend the Internal Revenue Code (which, if enacted, would
take effect in whole or in part prior to the Closing) shall be filed in either house, or recommended for
passage by the Congress by any joint or conference committee thereof, or a decision by a court of the
United States or the United States Tax Court shall be rendered, or a ruling, regulation or statement by or
on behalf of the Treasury Department of the United States, the Internal Revenue Service or other
governmental agency shall be made or proposed to be made, with respect to the federal taxation upon
interest on obligations of the general character of the Bonds, or other action or events shall have
transpired which may have the purpose or effect, directly or indirectly of changing the federal income tax
consequences of any of the transactions contemplated in connection herewith, including the tax-exempt
status of KUB and, in the opinion of the Underwriter, materially adversely affects the market price of the
Bonds, or the market price generally of obligations of the general character of the Bonds, or (ii) there
shall exist any event which in the Underwriter's judgment either (a) makes untrue or incorrect in any
material respect any statement or information contained in the Official Statement or (b) is not reflected in
the Official Statement but should be reflected therein in order to make the statements and information
contained therein not misleading in any material respect, or (iii) there shall have occurred any outbreak of
hostilities or any national or international calamity or crisis including financial crisis, or a financial crisis
or a default with respect to the debt obligations of, or the institution of proceedings under the federal or
the state bankruptcy laws by or against the State of Tennessee or any subdivision, agency or
instrumentality of such State, the effect of which on the financial markets of the United States being such
as, in the reasonable judgment of the Underwriter, would make it impracticable for the Underwriter to
market the Bonds or to enforce contracts for the sale of the Bonds, or (iv) there shall be in force a general
suspension of trading on the New York Stock Exchange, or (v) a general banking moratorium shall have
been declared by either federal, Tennessee or New York authorities, or (vi) there shall have occurred
since the date of this Bond Purchase Agreement any material adverse change in the financial position of
the System, except for changes which the Official Statement discloses have occurred or may occur, or
(vii) legislation shall be enacted or any action shall be taken by the Securities and Exchange Commission
which, in the opinion of counsel for the Underwriter, has the effect of requiring the contemplated
distribution of the Bonds to be registered under the Securities Act of 1933, as amended, or the Bond
Resolution or any other document executed in connection with the transactions contemplated hereof to be
qualified under the Trust Indenture Act of 1939, as amended, or (viii) a stop order, ruling, regulation or
official statement by or on behalf of the Securities and Exchange Commission shall be issued or made to
the effect that the issuance, offering or sale of the Bonds, or of obligations of the general character of the
Bonds as contemplated hereby, or the offering of any other obligation which may be represented by the
Bonds is in violation of any provision of the Securities Act of 1933, as amended, the Securities Exchange
Act of 1934, as amended, or the Trust Indenture Act of 1939, as amended, or (ix) any state blue sky or
securities commission shall have withheld registration, exemption or clearance of the offering, and in the
reasonable judgment of the Underwriter the market for the Bonds is materially affected thereby.

If KUB shall be unable to satisfy any of the conditions to the obligations of the
Underwriter contained in this Bond Purchase Agreement and such condition is not waived by the
Underwriter, or if the obligations of the Underwriter to purchase and accept delivery of the Bonds shall be
terminated or canceled for any reason permitted by this Bond Purchase Agreement, this Bond Purchase
Agreement shall terminate and neither the Underwriter nor KUB shall be under further obligation
hereunder; except that the respective obligations to pay expenses, as provided in Section 10 hereof, shall
continue in full force and effect.

8. Particular Covenants.

KUB covenants and agrees with the Underwriter as follows:
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(a) KUB shall use its best efforts to furnish or cause to be furnished to the
Underwriter, without charge, as many copies of the Official Statement as the Underwriter may reasonably
request;

(b) Before revising, amending or supplementing the Official Statement, KUB shall
furnish a copy of the revised Official Statement or such amendment or supplement to the Underwriter. If
in the opinion of KUB and the Underwriter a supplement or amendment to the Official Statement is
required, KUB will supplement or amend the Official Statement in a form and in a manner approved by
the Underwriter and its counsel.

9. Survival of Representations.

All representations, warranties and agreements of KUB hereunder shall remain operative
and in full force and effect, regardless of any investigation made by or on behalf of the Underwriter and
shall survive the delivery of the Bonds.

10. Payment of Expenses.

Whether or not the Bonds are sold to the Underwriter by KUB, KUB shall pay, but only
out of the proceeds of the sale of the Bonds or other funds made available by KUB, any expenses incident
to the performance of its obligations hereunder, including but not limited to: (i) the cost of the preparation
and printing of the Official Statement and any supplements thereto, together with a number of copies
which the Underwriter deems reasonable; (ii) the cost of the preparation and printing of the definitive
Bonds; (iii) the rating agency fees; and (iv) the fees and disbursements of Counsel to KUB and Bond
Counsel and any other experts or consultants retained by KUB.

Whether or not the Bonds are sold to the Underwriter, the Underwriter shall pay (i) all
advertising expenses in connection with the public offering of the Bonds; (ii) the cost of preparing and
printing the blue sky memorandum, if any, and filing fees in connection with the aforesaid blue sky
memorandum other than the costs of preparation of the Preliminary Official Statement and the Official
Statement; and (iii) all other expenses incurred by the Underwriter in connection with its public offering
and distribution of the Bonds, including the fees and expenses of the Underwriter's counsel.

11. No Advisory or Fiduciary Role.

KUB acknowledges and agrees that (i) the purchase and sale of the Bonds pursuant to
this Bond Purchase Agreement is an arm's-length commercial transaction between KUB and the
Underwriter, (ii) in connection therewith and with the discussions, undertakings and procedures leading
up to the consummation of such transaction, the Underwriter is and has been acting solely as principal and
are not acting as the agent, advisor or fiduciary of KUB, (iii) the Underwriter has not assumed an advisory
or fiduciary responsibility in favor of KUB with respect to the offering contemplated hereby or the
discussions, undertakings and procedures leading thereto (irrespective of whether the Underwriter, or any
affiliates of the Underwriter, has provided other services or are currently providing other services to KUB
on other matters) and the Underwriter has no obligation to KUB with respect to the offering contemplated
hereby except the obligations expressly set forth in this Bond Purchase Agreement, (iv) the Underwriter
has financial and other interests that differ from those of KUB and (v) KUB has consulted its own legal,
financial and other advisors to the extent it has deemed appropriate.

KUB and the Underwriter represent and warrant that no finder or other agent has been
employed by either KUB or the Underwriter in connection with this transaction.

12. Notices.
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Any notice or other communication to be given to KUB under this Bond Purchase
Agreement may be given by delivering the same in writing at its address set forth above, and any notice
or other communication to be given to the Underwriter under this Bond Purchase Agreement may be
given by delivering the same in writing to ,

b

b

13. Parties.

This Bond Purchase Agreement is made solely for the benefit of KUB and the
Underwriter (including the successors or assigns of the Underwriter) and no other person shall acquire or
have any right hereunder or by virtue hereof.

14. Governing Law.

This Bond Purchase Agreement shall be governed by and construed in accordance with
the laws of the State of Tennessee.

15. General.

This Bond Purchase Agreement may be executed in several counterparts, each of which
shall be regarded as an original and all of which will constitute one and the same instrument. The section
headings of this Bond Purchase Agreement are for convenience of reference only and shall not affect its
interpretation. This Bond Purchase Agreement shall become effective upon your acceptance hereof.

Very truly yours,

By:
Its:

Accepted and agreed to as of
the date first above written:

KNOXVILLE UTILITIES BOARD

By:

President and Chief Executive Officer

A-9



EXHIBIT A TO BOND PURCHASE AGREEMENT
[LETTERHEAD OF BASS BERRY & SIMS PLC]

[Closing Date]

Ladies and Gentlemen:

This opinion is being rendered to you pursuant to Paragraph 6(b)(2) of the Bond Purchase
Agreement, dated , 201 (the "Bond Purchase Agreement"), between
(the "Underwriter"), and Knoxville Utilities Board ("KUB"),
relating to the sale by KUB of its Gas System Revenue Refunding Bonds, Series W-2017, in the
aggregate principal amount of $9,500,000 (the "Bonds"). Terms which are used herein and not otherwise
defined shall have the meanings assigned to them in the Bond Purchase Agreement.

Of even date herewith, we have delivered our approving opinion in connection with the issuance
of the Bonds. In our capacity as Bond Counsel, we have reviewed a record of proceedings in connection
with the issuance of the Bonds and we have participated in conferences from time to time with counsel to
KUB, representatives of the Underwriter and counsel to the Underwriter, relative to the Official
Statement, dated , 201 , relating to the Bonds, and the related documents described below.
We have also examined such other agreements, documents and certificates, and have made such
investigations of law, as we have deemed necessary or appropriate in rendering the opinions set forth
below.

Based on the foregoing, we are of the opinion that, as of the date hereof:

1. The offer and sale of the Bonds to the public do not require any registration under the
Securities Act of 1933, as amended, and, in connection therewith, the Bond Resolution does not need to
be qualified under the Trust Indenture Act of 1939, as amended.

2. The statements contained in the Official Statement under the captions "Introduction" to
the extent the narrative thereunder purports to describe the terms of the Bonds and the legal authority by
which they are issued, "The Bonds," and in Appendix A to the Official Statement, insofar as such
statements purport to summarize certain provisions of the Bonds and the Bond Resolution, fairly
summarize such provisions. The statements contained in the Official Statement under the caption
"Opinion of Bond Counsel" are correct as to matters of law.

This opinion may be relied upon only by the Underwriter and by other persons to whom written
permission to rely hereon is granted by us.

Very truly yours,
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EXHIBIT B TO BOND PURCHASE AGREEMENT

,201

Bass Berry & Sims
900 South Gay Street, Suite 1700
Knoxville, Tennessee 37902

Ladies and Gentlemen:

Re: City of Knoxville, Tennessee acting on behalf of the Knoxville Utilities
Board $9,500,000 Gas System Revenue Refunding Bonds,
Series W-2017

Ladies and Gentlemen:

You have requested that the undersigned, General Counsel to the Knoxville Utilities Board of the
City of Knoxville, Tennessee ("KUB"), render this opinion in connection with the execution, delivery and
sale of the captioned bonds (the "Bonds"), the proceeds of which will be used to refinance a portion of the
outstanding principal amount of the City's outstanding Gas System Revenue Refunding Bonds, Series L-
2005, dated August 10, 2005, maturing March 1, 2018 and thereafter.

It is our opinion that KUB is duly established and validly existing pursuant to the Charter of the
City of Knoxville, Tennessee (the "Municipality"), and, pursuant to said Charter and the natural gas
distribution system of the Municipality (the "System") is under the jurisdiction, control and management
of KUB.

The undersigned does hereby certify that no litigation of any nature is now pending or, to our
knowledge, threatened

(1) seeking to restrain or enjoin the issuance, sale, execution or delivery of the Bonds;
2) seeking to restrain or enjoin the charging of sufficient rates to pay the cost of operating,
maintaining, repairing and insuring the System and to pay principal of and interest on the Bonds and all

outstanding obligations payable from the revenues of the System;

3) in any manner questioning the proceedings or authority pursuant to which the Bonds are
authorized or issued or such rates are charged;

4 in any manner questioning or relating to the validity of the Bonds;

®)) contesting in any way the completeness or accuracy of the Official Statement prepared
and distributed in connection with the sale of the Bonds;
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(6) in any way contesting the corporate existence or boundaries of the Municipality, except
for various pending actions challenging past or present annexation efforts of the Municipality, which will
have no material adverse effect on the revenues of the System;

(7 contesting the title of the present officers of KUB to their respective offices; or

®) contesting the powers of KUB or the authority of KUB with respect to the Bonds, or
proceedings authorizing the Bonds, or any act to be done or document or certificate to be executed or
delivered in connection with the issuance and delivery of the Bonds.

Neither the voters of the Municipality nor its governing body nor the Board of Commissioners of
KUB have approved any special, local or private act or legislation passed by the General Assembly of the
State of Tennessee at its most recent session or any amendments to the Charter of the Municipality
affecting the power of the Municipality to issue the Bonds or pay the principal of, premium, if any, and
interest on the Bonds when due or affecting the power of the Board of Commissioners of KUB to manage
and control the System.

I hereby certify that and are the duly qualified, appointed and
acting Chair and Secretary, respectively, of the Board of Commissioners of KUB with full power to act as
such officers on behalf of KUB in connection with the execution and delivery of the Bonds.

Yours truly,
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EXHIBIT B
FORM OF REFUNDING ESCROW AGREEMENT
CITY OF KNOXVILLE, TENNESSEE
ACTING ON BEHALF OF KNOXVILLE UTILITIES BOARD
$9,500,000 GAS SYSTEM REVENUE REFUNDING BONDS, SERIES W-2017

REFUNDING ESCROW AGREEMENT

This Refunding Escrow Agreement is made and entered into as of the day of
, 201 __, by and between Knoxville Utilities Board ("KUB") acting on behalf of the City
of Knoxville, Tennessee (the "City") and , , Tennessee (the "Agent").

WITNESSETH:

WHEREAS, the Board of Commissioners (the "Board") of KUB has determined to provide for
payment of the City's outstanding Gas System Revenue Refunding Bonds, Series L-2005, dated August
10, 2005, maturing March 1, 2018 and thereafter (the "Refunded Bonds") by depositing in escrow with
the Agent funds that, with the investment income therefrom, will be sufficient to pay the principal of and
interest on the portion of the Refunded Bonds set forth on Exhibit A hereto; and

WHEREAS, in order to obtain the funds needed to refund the Refunded Bonds, the City has
authorized and issued its Gas System Revenue Refunding Bonds, Series W-2017, dated ,
2017 (the "Refunding Bonds"); and

WHEREAS, a portion of the proceeds derived from the sale of the Refunding Bonds and certain
funds of KUB, if any, will be deposited in escrow with the Agent hereunder and applied to the purchase
of certain securities described herein, the principal amount thereof together with interest thereon to
mature at such times and in such amounts as shall be sufficient to pay when due all of the principal of,
premium, if any, and interest on the Refunded Bonds identified on Exhibit A; and

WHEREAS, in order to create the escrow hereinabove described, provide for the deposit of the
proceeds of the Refunding Bonds and the application thereof, and provide for the payment of the
Refunded Bonds, the parties hereto do hereby enter into this Agreement;

NOW, THEREFORE, KUB, in consideration of the foregoing and the mutual covenants herein
set forth and in order to secure the payment of the Refunded Bonds according to their tenor and effect,
does by these presents hereby grant, warrant, demise, release, convey, assign, transfer, alien, pledge, set
over and confirm, to the Agent, and to its successors hereunder, and to it and its assigns forever, in
escrow, all and singular the property hereinafter described to wit:

DIVISION 1
All right, title and interest of KUB and the City in and to $ derived from the
proceeds of the sale of the Refunding Bonds and $ derived from other funds of KUB.

B-1



DIVISION II

All right, title and interest of KUB and the City in and to the Government Securities purchased
with the funds described in Division I hereof and to all income, earnings and increment derived from or
accruing to the Government Securities.

DIVISION III

Any and all other cash or eligible investments from time to time hereafter, by delivery or by
writing of any kind, conveyed, pledged, assigned or transferred in escrow hereunder by KUB or by
anyone in its behalf to the Agent, which is hereby authorized to receive the same at any time to be held in
escrow hereunder.

DIVISION IV

Any other cash or eligible investments that is by the express provisions of this Agreement
required to be subject to the pledge hereof and any additional property that may, from time to time
hereafter, by delivery or by writing of any kind, be subject to the pledge hereof, by KUB or by anyone in
its behalf, and the Agent is hereby authorized to receive the same at any time to be held in escrow
hereunder.

TO HAVE AND TO HOLD, all and singular, the escrowed property, including all additional
property which by the terms hereof has or may become subject to this Agreement, unto the Agent, and its
successors and assigns, forever.

The escrowed property shall be held in escrow for the benefit and security of the owners from
time to time of the portion of the Refunded Bonds identified on Exhibit A; but if the principal of and
interest on the portion of the Refunded Bonds identified on Exhibit A shall be fully and promptly paid
when due in accordance with the terms hereof, then this Agreement shall be and become void and of no
further force and effect, otherwise the same shall remain in full force and effect, subject to the covenants
and conditions hereinafter set forth.

ARTICLE 1
DEFINITIONS AND CONSTRUCTION

SECTION 1.1 Definitions. In addition to words and terms elsewhere defined in this Agreement,
the following words and terms as used in this Agreement shall have the following meanings, unless some

other meaning is plainly intended:

"Agent" means , , Tennessee, its successors and assigns;

"Agreement" means this Refunding Escrow Agreement;
"Board" means the Board of Commissioners of KUB;
"City" means the City of Knoxville, Tennessee;

"Code" means the Internal Revenue Code of 1986, as amended, and any lawful regulations
promulgated thereunder;

"Escrow Fund" shall have the meaning ascribed to it in Section 2.1 hereof;
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"Escrow Property," "escrow property" or "escrowed property” means the property, rights and
interest of KUB that are described in Divisions I through IV of this Agreement and hereinabove conveyed
in escrow to the Agent;

"Government Securities" means obligations and securities described in Section 9-21-1012,
Tennessee Code Annotated that are purchased pursuant to the terms of the Escrow Reinvestment
Agreement on this Agreement;

"KUB" means Knoxville Utilities Board, Knoxville, Tennessee;

"Refunded Bonds" means the City's Gas System Revenue Refunding Bonds, Series L-2005, dated
August 10, 2005, maturing March 1, 2018 and thereafter;

"Refunding Bonds" means the City's Gas System Revenue Refunding Bonds, Series W-2017,
dated , 2017,

"Written Request" means a request in writing signed by the President and Chief Executive Officer
of KUB, the Chief Financial Officer of KUB or by any other officer or official of KUB duly authorized
by KUB to act in their place.

SECTION 1.2 Construction. Words of the masculine gender shall be deemed and construed to
include correlative words of the feminine and neuter genders. Words importing the singular number shall
include the plural number and vice versa unless the context shall otherwise indicate. The word "person"
shall include corporations, associations, natural persons and public bodies unless the context shall
otherwise indicate. Reference to a person other than a natural person shall include its successors.

ARTICLE II
ESTABLISHMENT AND ADMINISTRATION OF FUNDS

SECTION 2.1 Creation of Escrow; Deposit of Funds. KUB hereby creates and establishes with
the Agent a special and irrevocable escrow composed of the Escrowed Property and hereby deposits with
the Agent and the Agent hereby acknowledges receipt of $ as described in Division |
hereof. The monies so deposited, together with investment income therefrom, is herein referred to as the
"Escrow Fund" and shall constitute a fund to be held by the Agent as a part of the Escrowed Property
created, established, and governed by this Agreement.

SECTION 2.2 Investment of Funds. The monies described in Section 2.1 hereof shall be held or
invested as follows:

(a) the amount of $ shall be used to purchase the Government
Securities described on Exhibit B attached hereto; and

(b) the amount of $ shall be held as cash in a non-interest-bearing
account.

Except as provided in Sections 2.4 and 2.6 hereof, the investment income from the Government
Securities in the Escrow Fund shall be credited to the Escrow Fund and shall not be reinvested. The
Agent shall have no power or duty to invest any monies held hereunder or to make substitutions of
Government Securities held hereunder or to sell, transfer, or otherwise dispose of the Government
Securities acquired hereunder except as provided herein.
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Section 2.3. Disposition of Escrow Funds. The Agent shall without further authorization or
direction from KUB collect the principal and interest on the Government Securities promptly as the same
shall fall due. From the Escrow Fund, to the extent that monies therein are sufficient for such purpose,
the Agent shall make timely payments to the paying agent or its successor, for the Refunded Bonds of
monies sufficient for the payment of the principal of and interest on the Refunded Bonds as the same shall
become due and payable. Amounts and dates of principal and interest payments and the name and
address of the paying agent with respect to the Refunded Bonds are set forth on Exhibit A. Payment on
the dates and to the paying agent in accordance with Exhibit A shall constitute full performance by the
Agent of its duties hereunder with respect to each respective payment. KUB represents and warrants that
the Escrow Fund, if held, invested and disposed of by the Agent in accordance with the provisions of this
Agreement, will be sufficient to make the foregoing payments. No paying agent fees, fees and expenses
of the Agent, or any other costs and expenses associated with the Refunding Bonds or the Refunded
Bonds shall be paid from the Escrow Fund, and KUB agrees to pay all such fees, expenses, and costs
from its legally available funds as such payments become due. When the Agent has made all required
payments of principal and interest on the Refunded Bonds to the paying agent as hereinabove provided,
the Agent shall transfer any monies or Government Securities then held hereunder to KUB and this
Agreement shall terminate.

Section 2.4. Excess Funds. Amounts held by the Agent, representing interest on the Government
Securities in excess of the amount necessary to make the corresponding payment of principal and/or
interest on the Refunded Bonds, shall be held by the Agent without interest and shall be applied before
any other Escrow Fund monies to the payment of the next ensuing principal and/or interest payment on
the Refunded Bonds. Upon retirement of all the Refunded Bonds, the Agent shall pay any excess
amounts remaining in the Escrow Fund to KUB.

Section 2.5. Reports. The Escrow Agent shall deliver to KUB a monthly report summarizing all
transactions relating to the Escrow Fund; and on or before the first day of August of each year shall
deliver to the Chief Financial Officer of KUB a report current as of June 30 of that year, which shall
summarize all transactions relating to the Escrow Fund effected during the immediately preceding fiscal
year of KUB and which also shall set forth all assets in the Escrow Fund as of June 30 and set forth
opening and closing balances thereof for that fiscal year.

Section 2.6 Investment of Moneys Remaining in Escrow Fund. The Agent may invest and
reinvest any monies remaining from time to time in the Escrow Fund until such time as they are needed.

Such monies shall be invested in Government Securities, maturing no later than the next interest payment
date of the Refunded Bonds, or for such periods or at such interest rates as the Agent shall be directed by
Written Request, provided, however, that KUB shall furnish the Agent, as a condition precedent to such
investment, with an opinion from nationally recognized bond counsel stating that such reinvestment of
such monies will not, under the statutes, rules and regulations then in force and applicable to obligations
issued on the date of issuance of the Refunding Bonds, cause the interest on the Refunding Bonds or the
Refunded Bonds not to be excluded from gross income for federal income tax purposes and that such
investment is not inconsistent with the statutes and regulations applicable to the Refunding Bonds and
Refunded Bonds. Any interest income resulting from reinvestment of monies pursuant to this Section 2.6
shall be applied first to the payment of principal of and interest on the Refunded Bonds to the extent the
Escrow is or will be insufficient to retire the Refunded Bonds as set forth on Exhibit A and any excess
shall be paid to KUB to be applied to the payment of the Refunding Bonds or the expenses of issuance
thereof.

B-4



Section 2.7. Irrevocable Escrow Created. The deposit of monies, Government Securities,
matured principal amounts thereof, and investment proceeds therefrom in the Escrow Fund shall
constitute an irrevocable deposit of said monies and Government Securities for the benefit of the holders
of the Refunded Bonds, except as provided herein with respect to amendments permitted under Section
4.1 hereof. All the funds and accounts created and established pursuant to this Agreement shall be and
constitute escrow funds for the purposes provided in this Agreement and shall be kept separate and
distinct from all other funds of KUB and the Agent and used only for the purposes and in the manner
provided in this Agreement.

Section 2.8. Redemption of Refunded Bonds. The Refunded Bonds shall be redeemed as stated
on Exhibit C attached hereto.

ARTICLE III
CONCERNING THE AGENT

SECTION 3.1 Appointment of Agent. KUB hereby appoints the Agent as escrow agent under
this Agreement.

SECTION 3.2 Acceptance by Agent. By execution of this Agreement, the Agent accepts the
duties and obligations as Agent hereunder. The Agent further represents that it has all requisite power,
and has taken all corporate actions necessary to execute the escrow hereby created.

SECTION 3.3 Liability of Agent. The Agent shall be under no obligation to inquire into or be
in any way responsible for the performance or nonperformance by KUB or any paying agent of its
obligations, or to protect any of KUB's rights under any bond proceedings or any of KUB's other
contracts with or franchises or privileges from any state, county, municipality or other governmental
agency or with any person. The Agent shall not be liable for any act done or step taken or omitted to be
taken by it, or for any mistake of fact or law, or anything which it may do or refrain from doing, except
for its own gross negligence or willful misconduct in the performance or nonperformance of any
obligation imposed upon it hereunder. The Agent shall not be responsible in any manner whatsoever for
the recitals or statements contained herein or in the Refunded Bonds or in the Refunding Bonds or in any
proceedings taken in connection therewith, but they are made solely by KUB. The Agent shall have no
lien whatsoever upon any of the monies or investments in the Escrow Fund for the payment of fees and
expenses for services rendered by the Agent under this Agreement.

The Agent shall not be liable for the accuracy of the calculations as to the sufficiency of Escrow
Fund monies and Government Securities and the earnings thereon to pay the Refunded Bonds. So long as
the Agent applies any monies, the Government Securities and the interest earnings therefrom to pay the
Refunded Bonds as provided herein, and complies fully with the terms of this Agreement, the Agent shall
not be liable for any deficiencies in the amounts necessary to pay the Refunded Bonds caused by such
calculations. The Agent shall not be liable or responsible for any loss resulting from any investment
made pursuant to this Agreement and in full compliance with the provisions hereof.

In the event of the Agent's failure to account for any of the Government Securities or monies
received by it, said Government Securities or monies shall be and remain the property of KUB in escrow
for the benefit of the holders of the Refunded Bonds, as herein provided, and if for any improper reason
such Government Securities or monies are applied to purposes not provided for herein or misappropriated
by the Agent, the assets of the Agent shall be impressed with a trust for the amount thereof until the
required application of such funds shall be made or such funds shall be restored to the Escrow Fund.
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SECTION 3.4 Permitted Acts. The Agent and its affiliates may become the owner of or may
deal in the Refunding Bonds or Refunded Bonds as fully and with the same rights as if it were not the
Agent.

SECTION 3.5 Exculpation of Funds of Agent. Except as set forth in Section 3.3, none of the
provisions contained in this Agreement shall require the Agent to use or advance its own funds or
otherwise incur personal financial liability in the performance of any of its duties or the exercise of any of
its rights or powers hereunder. The Agent shall be under no liability for interest on any funds or other
property received by it hereunder, except as herein expressly provided.

SECTION 3.6 No Redemption or Acceleration of Maturity. The Agent will not pay any of the
principal of or interest on the Refunded Bonds, except as provided in Exhibit A attached hereto and will
not redeem or accelerate the maturity of any of the Refunded Bonds.

SECTION 3.7 Qualifications of Agent. There shall at all times be an Agent hereunder that shall
be a corporation or banking association organized and doing business under the laws of the United States
or any state, located in the State of Tennessee, authorized under the laws of its incorporation to exercise
the powers herein granted, having a combined capital, surplus, and undivided profits of at least
$75,000,000 and subject to supervision or examination by federal or state authority. If such corporation
or association publishes reports of condition at least annually, pursuant to law or to the requirements of
any supervising or examining authority above referred to, then for the purposes of this paragraph the
combined capital, surplus, and undivided profits of such corporation or association shall be deemed to be
its combined capital, surplus, and undivided profits as set forth in its most recent report of condition as
published. In case at any time the Agent shall cease to be eligible in accordance with the provisions of
this section, the Agent shall resign immediately in the manner and with the effect specified herein.

SECTION 3.8 Resignation of Agent. The Agent may at any time resign by giving direct written
notice to KUB and by giving the holders of the Refunded Bonds notice by first-class mail of such
resignation. Upon receiving such notice of resignation, KUB shall promptly appoint a successor escrow
agent in the manner provided in the resolution authorizing the Refunding Bonds. If no successor escrow
agent shall have been appointed and have accepted appointment within thirty (30) days after the
publication of such notice of resignation, the resigning Agent may petition any court of competent
jurisdiction located in Knox County, Tennessee, for the appointment of a successor, or any holder of the
Refunded Bonds may, on behalf of himself and others similarly situated, petition any such court for the
appointment of a successor. Such court may thereupon, after such notice, if any, as it may deem proper,
appoint a successor meeting the qualifications set forth in Section 3.7. The Agent shall serve as escrow
agent hereunder until its successor shall have been appointed and such successor shall have accepted the
appointment.

SECTION 3.9 Removal of Agent. In case at any time the Agent shall cease to be eligible in
accordance with the provisions of Section 3.8 hereof and shall fail to resign after written request therefor
by KUB or by any holder of the Refunded Bonds, or the Agent shall become incapable of acting, shall be
adjudged a bankrupt or insolvent or a receiver of the Agent or any of its property shall be appointed, of
any public officer shall take charge or control of the Agent or its property or affairs for the purpose of
rehabilitation, conservation, or liquidation, then in any such case, the Board may remove the Agent and
appoint a successor in the manner provided in the resolution authorizing the Refunding Bonds or any such
bondholder may, on behalf of himself and all others similarly situated, petition any court of competent
jurisdiction situated in Knox County, Tennessee for the removal of the Agent and the appointment of a
successor. Such court may thereupon, after such notice, if any, as it may deem proper, remove the Agent
and appoint a successor who shall meet the qualifications set forth in Section 3.8. Unless incapable of
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serving, the Agent shall serve as escrow agent hereunder until its successor shall have been appointed and
such successor shall have accepted the appointment.

The holders of a majority in aggregate principal amount of all the Refunded Bonds at any time
outstanding may at any time remove the Agent and appoint a successor by an instrument or concurrent
instruments in writing signed by such bondholders and presented, together with the successor's
acceptance of appointment, to KUB and the Agent.

Any resignation or removal of the Agent and appointment of a successor pursuant to any of the
provisions of this Agreement shall become effective upon acceptance of appointment by the successor as
provided in Section 3.10 hereof.

SECTION 3.10 Acceptance by Successor. Any successor escrow agent appointed as provided in
this Agreement shall execute, acknowledge and deliver to KUB and to its predecessor an instrument
accepting such appointment hereunder and agreeing to be bound by the terms hereof, and thereupon the
resignation or removal of the predecessor shall become effective and such successor, without any further
act, deed or conveyance, shall become vested with all the rights, powers, duties and obligations of its
predecessor, with like effect as if originally named as Agent herein; but, nevertheless, on Written Request
of KUB or the request of the successor, the predecessor shall execute and deliver an instrument
transferring to such successor all rights, powers and escrow property of the predecessor. Upon request of
any such successor, KUB shall execute any and all instruments in writing for more fully and certainly
vesting in and confirming to such successor all such rights, powers and duties. No successor shall accept
appointment as provided herein unless at the time of such acceptance such successor shall be eligible
under the provisions of Section 3.7 hereof.

Any corporation into which the Agent may be merged or with which it may be consolidated, or
any corporation resulting from any merger or consolidation to which the Agent shall be a party, or any
corporation succeeding to the business of the Agent, shall be the successor of the Agent hereunder
without the execution or filing of any paper or any further act on the part of any of the parties hereto,
anything herein to the contrary notwithstanding, provided that such successor shall be eligible under the
provisions of Section 3.7 hereof.

SECTION 3.11 Payment to Agent. KUB agrees to pay the Agent, as reasonable and proper
compensation under this Agreement, a one-time fee of $ . The Agent shall be entitled to
reimbursement of all advances, counsel fees and expenses, and other costs made or incurred by the Agent
in connection with its services and/or its capacity as Agent or resulting therefrom. In addition, KUB
agrees to pay to the Agent all out-of-pocket expenses and costs of the Agent incurred by the Agent in the
performance of its duties hereunder, including all publication, mailing and other expenses associated with
the redemption of the Refunded Bonds; provided, however, that KUB agrees, to the extent permitted by
law, to indemnify the Agent and hold it harmless against any liability (unless such liability is due to the
gross negligence or willful misconduct of the Agent) which it may incur while acting in good faith in its
capacity as Agent under this Agreement, including, but not limited to, any court costs and attorneys' fees,
and such indemnification shall be paid from available funds of KUB and shall not give rise to any claim
against the Escrow Fund.

ARTICLE 1V
MISCELLANEOUS

SECTION 4.1 Amendments to this Agreement. This Agreement is made for the benefit of
KUB, the holders from time to time for the Refunded Bonds, and it shall not be repealed, revoked, altered
or amended without the written consent of all such holders, the Agent and KUB; provided, however, that
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KUB and the Agent may, without the consent of, or notice to, such holders, enter into such agreements
supplemental to this Agreement as shall not adversely affect the rights of such holders and as shall not be
inconsistent with the terms and provisions of this Agreement, for any one or more of the following
purposes:

(a) to cure any ambiguity or formal defect or omission in this Agreement;

(b) to grant to, or confer upon, the Agent for the benefit of the holders of the
Refunded Bonds, any additional rights, remedies, powers or authority that may lawfully be
granted to, or conferred upon, such holders or the Agent; and

(c) to subject to this Agreement additional funds, securities or properties.

The Agent shall be entitled to rely exclusively upon an unqualified opinion of nationally
recognized bond counsel with respect to compliance with this Section, including the extent, if any, to
which any change, modification, addition or elimination affects the rights of the holders of the Refunded
Bonds, or that any instrument executed hereunder complies with the conditions and provisions of this
Section.

Notwithstanding the foregoing or any other provision of this Agreement, upon Written Request
and upon compliance with the conditions hereinafter stated, but only with the consent of the Provider, the
Agent shall have the power to and shall, in simultaneous transactions, sell, transfer, otherwise dispose of
or request the redemption of all or any portion of the Government Securities held hereunder and to
substitute therefor direct obligations of, or obligations the principal of and interest on which are fully
guaranteed by the United States of America, subject to the condition that such monies or securities held
by the Agent shall be sufficient to pay principal of and interest on the Refunded Bonds. KUB hereby
covenants and agrees that it will not request the Agent to exercise any of the powers described in the
preceding sentence in any manner which will cause the Refunding Bonds to be arbitrage bonds within the
meaning of Section 148 of the Code in effect on the date of such request and applicable to obligations
issued on the issue date of the Refunding Bonds. The Agent shall purchase such substituted securities
with the proceeds derived from the maturity, sale, transfer, disposition or redemption of the Government
Securities held hereunder or from other monies available. The transactions may be effected only if there
shall have been submitted to the Agent: (1) an independent verification by a nationally recognized
independent certified public accounting firm concerning the adequacy of such substituted securities with
respect to principal and the interest thereon and any other monies or securities held for such purpose to
pay when due the principal of and interest on the Refunded Bonds in the manner required by the
proceedings which authorized their issuance; and (2) an opinion from nationally recognized bond counsel
to the effect that the disposition and substitution or purchase of such securities will not, under the statutes,
rules and regulations then in force and applicable to obligations issued on the date of issuance of the
Refunding Bonds, cause the interest on the Refunding Bonds not to be exempt from Federal income
taxation. Any surplus monies resulting from the sale, transfer, other disposition or redemption of the
Government Securities held hereunder and the substitutions therefor of direct obligations of, or
obligations the principal of and interest on which is fully guaranteed by, the United States of America,
shall be released from the Escrow Fund and shall be transferred to KUB.

SECTION 4.2 Severability. If any provision of this Agreement shall be held or deemed to be
invalid or shall, in fact, be illegal, inoperative or unenforceable, the same shall not affect any other
provision or provisions herein contained or render the same invalid, inoperative or unenforceable to any
extent whatever.
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SECTION 4.3 Governing Law. This Agreement shall be governed and construed in accordance
with the laws of the State of Tennessee.

SECTION 4.4 Notices. Any notice, request, communication or other paper shall be sufficiently
given and shall be deemed given when delivered or mailed by Registered or Certified Mail, postage
prepaid, or sent by telegram as follows:

To KUB:
Chief Financial Officer
Knoxville Utilities Board
445 Gay Street
Knoxville, Tennessee 37902

To the Agent:

KUB and the Agent may designate in writing any further or different addresses to which
subsequent notices, requests, communications or other papers shall be sent.

SECTION 4.5 Agreement Binding. All the covenants, promises and agreements in this
Agreement contained by or on behalf of the parties shall bind and inure to the benefit of their respective
successors and assigns, whether so expressed or not.

SECTION 4.6 Termination. This Agreement shall terminate when all transfers and payments
required to be made by the Agent under the provisions hereof shall have been made.
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SECTION 4.7 Execution by Counterparts. This Agreement may be executed in several
counterparts, all or any of which shall be regarded for all purposes as one original and shall constitute and
be but one and the same instrument.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, KUB has caused this Agreement to be signed in its name by its
President and Chief Executive Officer and attested by the Secretary of its Board of Commissioners, and
the Agent has caused this Agreement to be signed in its corporate name by its duly authorized officers, all
as of the day and date first above written.

CITY OF KNOXVILLE, TENNESSEE

by and through the
KNOXVILLE UTILITIES BOARD

By:

President and Chief Executive Officer

Secretary
Escrow Agent
By:
Title:
ATTEST:
Title:




EXHIBIT A TO REFUNDING ESCROW AGREEMENT

Debt Service Schedule of the refunded Gas System Revenue Refunding Bonds, Series L-2005, dated
August 10, 2005, maturing March 1, 2018 and thereafter to the Redemption Date with name and address
of the Paying Agent and Date and Amount of Redemption

Payment Principal Principal Interest Redemption Total Debt
Date Payable Redeemed Payable Premium Service
Totals:

Paying Agent: Regions Bank
Nashville, Tennessee
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EXHIBIT B TO REFUNDING ESCROW AGREEMENT

Government Securities

Par Amount Interest Rate Maturity Date

Cost of Securities: $
Cash: $
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EXHIBIT C TO REFUNDING ESCROW AGREEMENT

The outstanding Gas System Revenue Refunding Bonds, Series L-2005, dated August 10, 2005,
maturing March 1, 2018 and thereafter (the "Refunded Bonds") of the City of Knoxville, Tennessee shall
be redeemed as provided in this Exhibit C. The Agent is hereby authorized and directed to give the
paying agent for the Refunded Bonds notice on or before to give notice of a
redemption to the holders of said Refunded Bonds in accordance with the resolution
authorizing the issuance of said Refunded Bonds.

NOTICE OF REDEMPTION

THE CITY OF KNOXVILLE, TENNESSEE
BY AND THROUGH THE
KNOXVILLE UTILITIES BOARD

NOTICE IS HEREBY GIVEN that the City of Knoxville, Tennessee (the "City"), by and through the
Knoxville Utilities Board, has elected to and does exercise its option to call and redeem on
, all of the City's outstanding bonds as follows:

Gas System Revenue Refunding Bonds, Series L-2005, dated August 10, 2005,
maturing March 1, 2018 and thereafter

The owners of the above-described Bonds are hereby notified to present the same to the principal
office of Regions Bank, Nashville, Tennessee, where redemption shall be made at the price of par plus
interest accrued to the redemption date. The redemption price will become due and payable on

upon each such Bond herein called for redemption and such Bonds shall not bear interest
beyond

Important Notice: Withholding of 28% of gross redemption proceeds of any payment made
within the United States may be required by the Economic Growth and Tax Relief Reconciliation Act of
2003 (the "Act"), unless the Paying Agent has the correct taxpayer identification number (social security
or employer identification number) or exemption certificate of the payee. Please furnish a properly
completed W-9 or exemption certificate or equivalent when presenting your securities.

REGIONS BANK
as Registration and Paying Agent

21098109.3
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RESOLUTION SUPPLEMENTING RESOLUTION NO. R-129-90
ADOPTED BY THE CITY COUNCIL OF THE CITY OF
KNOXVILLE, TENNESSEE ON MAY 15, 1990 PROVIDING FOR
THE ISSUANCE OF NOT TO EXCEED THIRTEEN MILLION FIVE
HUNDRED THOUSAND AND NO/100 DOLLARS ($13,500,000) OF
WASTEWATER SYSTEM REVENUE REFUNDING BONDS,
SERIES 2017A.

RESOLUTION NO:

REQUESTED BY:

PREPARED BY:

APPROVED AS TO FORM
CORRECTNESS:

Law Director

FINANCIAL IMPACT STATEMENT:

Director of Finance

APPROVED:

APPROVED AS AN
EMERGENCY MEASURE:

MINUTE BOOK PAGE




WHEREAS, the City of Knoxville (the "City"), pursuant to Resolution No. R-129-90 of the City
Council adopted May 15, 1990 (which resolution as heretofore amended is hereinafter sometimes referred
to as "the 1990 Resolution"), authorized the issuance of series of Wastewater System Revenue Bonds; and

WHEREAS, pursuant to the 1990 Resolution, and for the purpose of financing the cost of the
extensions and improvements of the City's wastewater system (hereinafter sometimes referred to as the
"System") and the refinancing of indebtedness issued for that purpose, the City issued Wastewater System
Revenue Bonds, the series of which, the amount issued and the amount outstanding as of January 1, 2017,

are as follows:

Amount Amount
Series Issued Outstanding
2005B $ 21,850,000 $ 14,635,000
2008 $ 45,000,000 $ 6,550,000
2010 $ 30,000,000 $ 30,000,000
2010C $ 70,000,000 $ 64,500,000
2012A $ 17,070,000 $ 14,595,000
2012B $ 65,000,000 $ 62,350,000
2013A $113,340,000 $111,715,000
2014A $ 30,000,000 $ 29,200,000
2015A $129,825,000 $129,360,000
2015B $ 30,000,000 $ 29,425,000
2016 $ 20,000,000 $ 20,000,000

WHEREAS, it is desirable that an additional series of bonds be issued to refinance the
outstanding principal amount of the City's outstanding Wastewater System Revenue Refunding Bonds,
Series 2005B, dated August 10, 2005, maturing April 1, 2018 and thereafter (the "Refunded Bonds"),
including the payment of legal, fiscal and administrative costs incident thereto and incident to the
issuance and sale of the bonds, pursuant to the authorization contained in the 1990 Resolution and this
resolution; and

WHEREAS, the Board of Commissioners (the "Board") of the Knoxville Utilities Board ("KUB")
has duly adopted a resolution requesting the City Council of the City to adopt this resolution authorizing
the issuance of bonds for the purposes and in the manner hereinafter more fully stated; and

WHEREAS, the plan of refunding for the Refunded Bonds has been submitted to the State
Director of State and Local Finance (the "State Director") as required by Section 9-21-903, Tennessee
Code Annotated, as amended, and she has acknowledged receipt thereof to the City and KUB and
submitted her report thereon to the City and KUB, and such report has been provided to members of the
City Council of the City; and

WHEREAS, it is the intention of the City Council of the City to adopt this resolution for the
purpose of authorizing not to exceed $13,500,000 in aggregate principal amount of wastewater system
revenue refunding bonds for the purposes described above, establishing the terms of such bonds,
providing for the issuance, sale and payment of the bonds and disposition of proceeds therefrom, and
collection of revenues from the wastewater system of the City and the application thereof to the payment
of principal of, premium, if any, and interest on said bonds.

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Knoxville, Tennessee, as
follows:



Section 1. Authority. The bonds authorized by this resolution are issued pursuant to Sections 7-
34-101 et seq. and 9-21-101 et seq., Tennessee Code Annotated, and other applicable provisions of law.

Section 2. Definitions. Capitalized terms used herein and not defined in this Section 2 shall have
the meanings ascribed to them in the 1990 Resolution (as hereinbelow defined). The following terms
shall have the following meanings in this resolution unless the text expressly or by necessary implication
requires otherwise.

(a) "Board" shall mean the Board of Commissioners of the Knoxville Utilities Board;

(b) "Bond Purchase Agreement" means a Bond Purchase Agreement, dated as of the sale of
the Series 2017A Bonds, entered into by and between KUB and the Underwriter, in substantially the form
of the document attached hereto as Exhibit A, subject to such changes as permitted by Section 10 hereof,
as approved by the President and Chief Executive Officer of KUB, consistent with the terms of this
resolution;

(c) "Book-Entry Form" or "Book-Entry System" means a form or system, as applicable,
under which physical Bond certificates in fully registered form are issued to a Depository, or to its
nominee as Registered Owner, with the certificated Bonds being held by and "immobilized" in the
custody of such Depository, and under which records maintained by persons, other than the City, KUB or
the Registration Agent, constitute the written record that identifies, and records the transfer of, the
beneficial "book-entry" interests in those Bonds;

(d) "City" shall mean the City of Knoxville, Tennessee;

(e) "Code" shall mean the Internal Revenue Code of 1986, as amended, and any lawful
regulations promulgated or proposed thereunder;

® "Depository" means any securities depository that is a clearing agency under federal laws
operating and maintaining, with its participants or otherwise, a Book-Entry System, including, but not
limited to, DTC;

(2) "DTC" means the Depository Trust Company, a limited purpose company organized
under the laws of the State of New York, and its successors and assigns;

(h) "DTC Participant(s)" means securities brokers and dealers, banks, trust companies and
clearing corporations that have access to the DTC system;

(1) "Governing Body" shall mean the City Council of the City;
() "KUB" shall mean the Knoxville Utilities Board;

(k) "1990 Resolution" shall mean Resolution No. R-129-90 of the Governing Body, adopted
May 15, 1990, as supplemented and amended by Resolution No. R-130-90 adopted May 15, 1990,
Resolution No. R-473-93 of the Governing Body, adopted October 26, 1993, Resolution No. R-5-98 of
the Governing Body, adopted January 27, 1998, Resolution No. R-67-01 of the Governing Body, adopted
February 20, 2001, Resolution No. R-148-01 of the Governing Body, adopted March 20, 2001,
Resolution No. R-481-01 of the Governing Body, adopted October 30, 2001, Resolution No. R-56-04 of
the City Council of the City, adopted March 2, 2004, Resolution No. R-264-05 of the City Council of the
City, adopted July 5, 2005, Resolution No. R-247-07 of the City Council of the City, adopted August 28,
2007, Resolution No. R-252-08 of the City Council of the City, adopted July 29, 2008, Resolution No.
11-S of the City Council of the City, adopted December 15, 2009, Resolution No. R-134-10 of the City

3



Council of the City, adopted May 4, 2010, Resolution No. R-334-2010 of the City Council of the City,
adopted November 2, 2010, Resolution No. R-338-2011 of the City Council of the City, adopted
December 13, 2011, Resolution No. R-291-2012 of the City Council of the City, adopted October 16,
2012, Resolution No. R-324-2012 of the City Council of the City, adopted November 13, 2012,
Resolution No. R-212-2014 of the City Council of the City, adopted June 24, 2014, Resolution No. R-84-
2015 of the City Council of the City, adopted March 3, 2015, Resolution No. R-128-2015 of the City
Council of the City, adopted March 31, 2015 and Resolution No. R-317-2016 of the City Council of the
City, adopted June 21, 2016 authorizing the issuance from time-to-time of series of revenue bonds of the
City payable from revenues of the System on a parity with any bonds issued pursuant to its provisions;

0)) "Outstanding Bonds" shall mean the City's outstanding Wastewater System Revenue
Refunding Bonds, Series 2005B, dated August 10, 2005, maturing April 1, 2017 and thereafter to the
extent, if any, not refunded with the proceeds of the Series 2017A Bonds, its outstanding Wastewater
System Revenue Bonds, Series 2008, dated December 23, 2008, maturing April 1, 2017 and thereafter, its
outstanding Wastewater System Revenue Bonds, Series 2010 (Federally Taxable Build America Bonds),
dated February 20, 2010, maturing April 1, 2043 and thereafter, its outstanding Wastewater System
Revenue Bonds, Series 2010C (Federally Taxable Build America Bonds), dated December 8, 2010,
maturing April 1, 2017 and thereafter, its outstanding Wastewater System Revenue Refunding Bonds,
Series 2012A, dated April 20, 2012, maturing April 1, 2017 and thereafter, its outstanding Wastewater
System Revenue Bonds, Series 2012B, dated December 18, 2012, maturing April 1, 2017 and thereafter,
its outstanding Wastewater System Revenue Refunding Bonds, Series 2013A, dated March 15, 2013,
maturing April 1, 2017 and thereafter, its outstanding Wastewater System Revenue Bonds, Series 2014A,
dated September 18, 2014, maturing April 1, 2017 and thereafter, its outstanding Wastewater System
Revenue Refunding Bonds, Series 2015A, dated May 1, 2015, maturing April 1, 2017 and thereafter, and
its outstanding Wastewater System Revenue Bonds, Series 2015B, dated May 20, 2015, maturing April 1,
2017 and thereafter and its outstanding Wastewater System Revenue Bonds, Series 2016, dated August 5,
2016, maturing April 1, 2017 and thereafter;

(m) "Parity Bonds" shall mean any bonds issued pursuant to the 1990 Resolution on a parity
with the Series 2017A Bonds and the Outstanding Bonds;

(n) "Refunded Bonds" shall mean those portions of the City's outstanding Wastewater
System Revenue Refunding Bonds, Series 2005B, dated August 10, 2005, maturing April 1, 2018 and
thereafter that are selected for refunding pursuant to Section 10 hereof;

(o) "Refunding Escrow Agent" shall mean the refunding escrow agent under the Refunding
Escrow Agreement as shall be designated by the President and Chief Executive Officer of KUB, or any
successor thereunder pursuant to the terms thereof;

(p) "Refunding Escrow Agreement" shall mean the Refunding Escrow Agreement, dated as
of the date of the Series 2017A Bonds that is authorized to be entered into by and between KUB and the
Refunding Escrow Agent in substantially the form attached hereto as Exhibit B, subject to such changes
therein as shall be permitted by Section 13 hereof;

()] "Registration Agent" shall mean the registration and paying agent for the Series 2017A
Bonds designated by the President and Chief Executive Officer of KUB, or any successor as designated
by the Board;

(r) "Series 2017A Bonds" shall mean the City's Wastewater System Revenue Refunding
Bonds, Series 2017A, issued pursuant to this resolution, to be dated the date of their issuance, or such
other date as shall be determined by the Board pursuant to Section 9 hereof, authorized to be issued by the
1990 Resolution and this resolution in an aggregate principal amount not to exceed $13,500,000;
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(s) "State" shall mean the State of Tennessee; and

() "Underwriter" shall mean an investment banking firm qualified to underwrite bonds such
as the Series 2017A Bonds in the State of Tennessee selected by the President and Chief Executive
Officer of KUB.

Section 3. Declarations. It is hereby determined that all requirements of the 1990 Resolution
have been or will have been met upon the issuance of the Series 2017A Bonds so that the Series 2017A
Bonds will be issued as Parity Bonds.

Section 4. Findings of the Governing Body. It is hereby found and determined by the Governing
Body as follows:

(a) The refunding of the Refunded Bonds as set forth herein through the issuance of the
Series 2017A Bonds will result in a reduction in debt service payable by the City and KUB over the term
of the Refunded Bonds, thereby effecting a cost savings to the System; and

(b) It is advantageous to the City and KUB to deposit a portion of the proceeds from the sale
of the Series 2017A Bonds and other funds of KUB, if any, with the Refunding Escrow Agent pursuant to
the Refunding Escrow Agreement which, together with investment income thereon, will be sufficient to
pay principal of, premium, if any, and interest on the Refunded Bonds, provided, that KUB may dispense
with the use of a Refunding Escrow Agreement to the extent permitted by Section 13 hereof.

Section 5. Authorization and Terms of the Series 2017A Bonds. (a) For the purpose of
providing funds for the payment of principal of and premium and interest on the Refunded Bonds to the
earliest practicable optional redemption date thereof, including the payment of legal, fiscal and
administrative costs incident thereto and incident to the issuance and sale of the Series 2017A Bonds as
more fully set out in Section 10 hereof, there are hereby authorized to be issued revenue bonds of the City
in the aggregate principal amount of not to exceed $13,500,000. The Series 2017A Bonds shall be issued
in fully registered form, without coupons, shall be known as "Wastewater System Revenue Refunding
Bonds, Series 2017A" and shall be dated the date of their issuance or such other date as shall be
determined by the Board or the President and Chief Executive Officer of KUB as its designee pursuant to
Section 10 hereof. The Series 2017A Bonds shall bear interest at a rate or rates not to exceed five percent
(5.00%) per annum, payable semi-annually on April 1 and October 1 in each year, commencing October
1, 2017 or such later date as is permitted pursuant to Section 10 hereof. The Series 2017A Bonds shall be
initially issued in $5,000 denominations or integral multiples thereof as shall be requested by the
purchaser thereof. The Series 2017A Bonds shall mature and be payable either serially or through
mandatory redemption on each April 1 in such years as is established by the Board or the President and
Chief Executive Officer of KUB as its designee pursuant to Section 10, provided that the final maturity
date shall not be later than April 1, 2027, and the Series 2017A Bonds shall not have an average weighted
maturity in excess of the average weighted maturity of the Refunded Bonds. The final maturity schedule
shall be established by the award resolution or certificate awarding the Series 2017A Bonds to the
successful purchaser thereof or in the Bond Purchase Agreement provided for in Section 10 if the Series
2017A Bonds are sold by negotiated sale.

(b) Subject to adjustment pursuant to Section 10 hereof, the Series 2017A Bonds maturing
on or before April 1, 2026 shall mature without option of prior redemption. Series 2017A Bonds
maturing on April 1, 2027 and thereafter shall be subject to redemption prior to maturity at the option of
the City, acting through the Board, on or after April 1, 2026, as a whole or in part at any time at a
redemption price equal to the principal amount plus interest accrued to the redemption date.



If less than all of the Series 2017A Bonds shall be called for redemption, the maturities to be
redeemed shall be selected by the Board in its discretion. If less than all of the Series 2017A Bonds
within a single maturity shall be called for redemption, the interests within the maturity to be redeemed
shall be selected as follows:

(1) if the Series 2017A Bonds are being held under a Book-Entry System by DTC, or
a successor Depository, the amount of the interest of each DTC Participant in the Series 2017A
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

(i1) if the Series 2017A Bonds are not being held under a Book-Entry System by
DTC, or a successor Depository, the Series 2017A 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.

(c) Pursuant to Section 10 hereof, KUB is authorized to sell each the Series 2017A Bonds, or
any maturities thereof, as term bonds with mandatory redemption requirements corresponding to the
maturities set forth herein or as determined by KUB. In the event any or all of the Series 2017A Bonds
are sold as term bonds, KUB shall redeem term bonds on redemption dates corresponding to the maturity
dates set forth in the award resolution or certificate awarding the Series 2017A Bonds, in amounts so as to
achieve an amortization of the indebtedness approved by the Board or the President and Chief Executive
Officer of KUB as its designee. DTC, as Depository for the Series 2017A Bonds, or any successor
Depository for the Series 2017A Bonds, shall determine the interest of each Participant in the Series
2017A Bonds to be redeemed using its procedures generally in use at that time. If DTC, or another
securities depository is no longer serving as Depository for the Series 2017A Bonds, the Series 2017A
Bonds to be redeemed within a maturity shall be selected by the Registration Agent by lot or such other
random manner as the Registration Agent in its discretion shall select.

At its option, to be exercised on or before the forty-fifth (45th) day next preceding any such
redemption date, KUB may (i) deliver to the Registration Agent for cancellation Series 2017A Bonds to
be redeemed, in any aggregate principal amount desired, and/or (ii) receive a credit in respect of its
redemption obligation under this mandatory redemption provision for any Series 2017A Bonds of the
maturity to be redeemed which prior to said date have been purchased or redeemed (otherwise than
through the operation of this mandatory sinking fund redemption provision) and canceled by the
Registration Agent and not theretofore applied as a credit against any redemption obligation under this
mandatory sinking fund provision. Each Series 2017A Bond so delivered or previously purchased or
redeemed shall be credited by the Registration Agent at 100% of the principal amount thereof on the
obligation of KUB on such payment date and any excess shall be credited on future redemption
obligations in chronological order, and the principal amount of Series 2017A Bonds to be redeemed by
operation of this mandatory sinking fund provision shall be accordingly reduced. KUB shall on or before
the forty-fifth (45th) day next preceding each payment date furnish the Registration Agent with its
certificate indicating whether or not and to what extent the provisions of clauses (i) and (ii) of this
subsection are to be availed of with respect to such payment and confirm that funds for the balance of the
next succeeding prescribed payment will be paid on or before the next succeeding payment date.

(d) Notice of call for redemption, whether optional or mandatory, shall be given by the
Registration Agent not less than twenty (20) 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 2017A Bonds to be
redeemed by first-class mail, postage prepaid, at the addresses shown on the bond 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 redemption of any of the
Series 2017A Bonds for which proper notice was given. The notice may state that it is conditioned upon
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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 2017A Bonds, all redemption notices shall be
mailed by the Registration Agent to DTC, or such successor Depository, as the registered owner of the of
Series 2017A Bonds, as and when above provided, and neither KUB, the City, 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 or Beneficial Owner will
not affect the validity of such redemption. The Registration Agent shall mail said notices, in the case of
term bonds with mandatory redemption requirements as and when provided herein and in the Series
2017A Bonds and, in the case of optional redemption, as and when directed by the Board pursuant to
written instructions from an authorized representative of the Board given at least forty-five (45) days prior
to the redemption date (unless a shorter notice period shall be satisfactory to the Registration Agent).
From and after the redemption date, all Series 2017A 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 herein. In the case of a Conditional Redemption, the failure of the
City or KUB 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 Bonds called for redemption and
not so paid remain outstanding.

(e) The Series 2017A Bonds shall be executed in such manner as may be prescribed by
applicable law, in the name, and on behalf, of the City with the manual or facsimile signature of the Chair
of the Board and attested by the manual or facsimile signature of the Secretary of the Board.

) The City hereby authorizes and directs the Board to appoint a Registration Agent and
paying agent for the Series 2017A Bonds, and the Registration Agent so appointed is authorized and
directed to maintain Bond registration records with respect to the Series 2017A Bonds, to authenticate and
deliver the Series 2017A Bonds as provided herein, either at original issuance, upon transfer, or as
otherwise directed by the Board, to effect transfers of the Series 2017A Bonds, to give all notices of
redemption as required herein, to make all payments of principal and interest with respect to the Series
2017A Bonds as provided herein, to cancel and destroy Series 2017A Bonds which have been paid at
maturity or upon earlier redemption or submitted for exchange or transfer, to furnish KUB at least
annually a certificate of destruction with respect to Series 2017A Bonds canceled and destroyed, and to
furnish KUB at least annually an audit confirmation of Bonds paid, Bonds outstanding and payments
made with respect to interest on the Series 2017A Bonds. The payment of all reasonable fees and
expenses of the Registration Agent for the discharge of its duties and obligations hereunder or under any
such agreement is hereby authorized and directed. The Board hereby delegates to the President and Chief
Executive Officer of KUB the authority to select and appoint the Registration Agent and any paying
agents for the Series 2017A Bonds and to select and appoint the Refunding Escrow Agent (as well as any
successors to any of the foregoing). The Chair of the Board is hereby authorized to execute and the
Secretary of the Board is hereby authorized to attest such written agreement between KUB and the
Registration Agent as they shall deem necessary or proper with respect to the obligations, duties and
rights of the Registration Agent.

(g) The Series 2017A Bonds shall be payable, principal and interest, in lawful money of the
United States of America at the principal corporate trust office of the Registration Agent. The
Registration Agent shall make all interest payments with respect to the Series 2017A Bonds on each
interest payment date directly to the registered owners as shown on the Bond registration records
maintained by the Registration Agent as of the close of business on the fifteenth day of the month next
preceding the interest payment date (the "Regular Record Date") by check or draft mailed to such owners
at their addresses shown on said Bond registration records, without, except for final payment, the
presentation or surrender of such Series 2017A Bonds, and all such payments shall discharge the
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obligations of KUB in respect of such Series 2017A Bonds to the extent of the payments so made.
Payment of principal of the Series 2017A Bonds shall be made upon presentation and surrender of such
registered Series 2017A Bonds to the Registration Agent as the same shall become due and payable. All
rates of interest specified herein shall be computed on the basis of a three hundred sixty (360) day year
composed of twelve (12) months of thirty (30) days each. In the event the Series 2017A Bonds are no
longer registered in the name of DTC, or a successor Depository, if requested by the Owner of at least
$1,000,000 in aggregate principal amount of the Series 2017A Bonds, payment of interest on such Series
2017A Bonds shall be paid by wire transfer to a bank within the continental United States or deposited to
a designated account if such account is maintained with the Registration Agent and written notice of any
such election and designated account is given to the Registration Agent prior to the record date.

(h) Any interest on any Series 2017A Bond which is payable but is not punctually paid or
duly provided for on any interest payment date (hereinafter "Defaulted Interest") shall forthwith cease to
be payable to the registered owner on the relevant Regular Record Date; and, in lieu thereof, such
Defaulted Interest shall be paid to the persons in whose names the Series 2017A Bonds are registered at
the close of business on a date (the "Special Record Date") for the payment of such Defaulted Interest,
which shall be fixed in the following manner: KUB shall notify the Registration Agent in writing of the
amount of Defaulted Interest proposed to be paid on each Series 2017A Bond and the date of the
proposed payment, and at the same time KUB shall deposit with the Registration Agent an amount of
money equal to the aggregate amount proposed to be paid in respect of such Defaulted Interest or shall
make arrangements satisfactory to the Registration Agent for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the persons entitled to
such Defaulted Interest as in this Section provided. Thereupon, not less than ten (10) days after the
receipt by the Registration Agent of the notice of the proposed payment, the Registration Agent shall fix a
Special Record Date for the payment of such Defaulted Interest which Date shall be not more than fifteen
(15) nor less than ten (10) days prior to the date of the proposed payment to the registered owners. The
Registration Agent shall promptly notify KUB of such Special Record Date and, in the name and at the
expense of KUB, not less than ten (10) days prior to such Special Record Date, shall cause notice of the
proposed payment of such Defaulted Interest and the Special Record Date therefor to be mailed, first class
postage prepaid, to each registered owner at the address thereof as it appears in the Bond registration
records maintained by the Registration Agent as of the date of such notice. Nothing contained in this
Section or in any of the Series 2017A Bonds shall impair any statutory or other rights in law or in equity
of any registered owner arising as a result of the failure of KUB to punctually pay or duly provide for the
payment of principal of, premium, if any, and interest on any of the Series 2017A Bonds when due.

(1) The Series 2017A Bonds are transferable only by presentation to the Registration Agent
by the registered owner, or his legal representative duly authorized in writing, of the registered Series
2017A Bond(s) to be transferred with the form of assignment on the reverse side thereof completed in full
and signed with the name of the registered owner as it appears upon the face of the Series 2017A Bond(s)
accompanied by appropriate documentation necessary to prove the legal capacity of any legal
representative of the registered owner. Upon receipt of the Series 2017A Bond(s) in such form and with
such documentation, if any, the Registration Agent shall issue a new Series 2017A Bond or Series 2017A
Bonds to the assignee(s) in $5,000 denominations, or integral multiples thereof, as requested by the
registered owner requesting transfer. The Registration Agent shall not be required to transfer or exchange
any Series 2017A Bond during the period commencing on a Regular or Special Record Date and ending
on the corresponding interest payment date of such Series 2017A Bond, nor to transfer or exchange any
Series 2017A Bond after notice calling such Series 2017A Bond for redemption has been made, nor to
transfer or exchange any Series 2017A Bond during the period following the receipt of instructions from
KUB to call such Series 2017A Bond for redemption; provided, the Registration Agent, at its option, may
make transfers after any of said dates. No charge shall be made to any registered owner for the privilege
of transferring any Series 2017A Bond, provided that any transfer tax relating to such transaction shall be
paid by the registered owner requesting transfer. The person in whose name any Series 2017A Bond shall
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be registered shall be deemed and regarded as the absolute owner thereof for all purposes and neither
KUB nor the Registration Agent shall be affected by any notice to the contrary whether or not any
payments due on the Series 2017A Bonds shall be overdue. Series 2017A Bonds, upon surrender to the
Registration Agent, may, at the option of the registered owner, be exchanged for an equal aggregate
principal amount of Series 2017A Bonds of the same maturity in any authorized denomination or
denominations. This subsection shall be applicable only if the Series 2017A Bonds are no longer held by
a Depository, and as long as the Series 2017A Bonds are held by a Depository, transfers of ownership
interests in the Series 2017A Bonds shall be governed by the rules of the Depository.

() Except as otherwise authorized herein, the Series 2017A Bonds shall be registered in the
name of Cede & Co., as nominee of DTC, which will act as the Depository for the Series 2017A Bonds
except as otherwise provided herein. References in this Section to a Series 2017A Bond or the Series
2017A Bonds shall be construed to mean the Series 2017A Bond or the Series 2017A Bonds that are held
under the Book-Entry System. One Bond for each maturity of the Series 2017A Bonds shall be issued to
DTC and immobilized in its custody or a custodian of DTC. The Bond Registrar is a custodian and agent
for DTC, and the Series 2017A Bond will be immobilized in its custody. A Book-Entry System shall be
employed, evidencing ownership of the Series 2017A Bonds in authorized denominations, with transfers
of beneficial ownership effected on the records of DTC and the DTC Participants pursuant to rules and
procedures established by DTC.

Each DTC Participant shall be credited in the records of DTC with the amount of such DTC
Participant's interest in the Series 2017A Bonds. Beneficial ownership interests in the Series 2017A
Bonds may be purchased by or through DTC Participants. The holders of these beneficial ownership
interests are hereinafter referred to as the "Beneficial Owners." The Beneficial Owners shall not receive
the Series 2017A Bonds representing their beneficial ownership interests. The ownership interests of
each Beneficial Owner shall be recorded through the records of the DTC Participant from which such
Beneficial Owner purchased its Series 2017A Bonds. Transfers of ownership interests in the Series
2017A Bonds shall be accomplished by book entries made by DTC and, in turn, by DTC Participants
acting on behalf of Beneficial Owners. SO LONG AS CEDE & CO., AS NOMINEE FOR DTC, IS THE
REGISTERED OWNER OF THE SERIES 2017A BONDS, THE REGISTRATION AGENT SHALL
TREAT CEDE & CO., AS THE ONLY HOLDER OF THE SERIES 2017A BONDS FOR ALL
PURPOSES UNDER THIS RESOLUTION, INCLUDING RECEIPT OF ALL PRINCIPAL OF,
PREMIUM, IF ANY, AND INTEREST ON THE SERIES 2017A BONDS, RECEIPT OF NOTICES,
VOTING AND TAKING OR NOT TAKING, OR CONSENTING TO, CERTAIN ACTIONS UNDER
THIS RESOLUTION.

Payments of principal, interest, and redemption premium, if any, with respect to the Series 2017A
Bonds, so long as DTC is the only owner of the Series 2017A Bonds, shall be paid by the Registration
Agent directly to DTC or its nominee, Cede & Co. as provided in the Letter of Representation relating to
the Series 2017A Bonds from the City, acting by and through KUB, and the Registration Agent to DTC
(the "Letter of Representation"). DTC shall remit such payments to DTC Participants, and such payments
thereafter shall be paid by DTC Participants to the Beneficial Owners. Neither the City, KUB nor the
Registration Agent shall be responsible or liable for payment by DTC or DTC Participants, for sending
transaction statements or for maintaining, supervising or reviewing records maintained by DTC or DTC
Participants.

In the event that (1) DTC determines not to continue to act as Depository for the Series 2017A
Bonds or (2) to the extent permitted by the rules of DTC, the Board determines to discontinue the Book-
Entry System, the Book-Entry System with DTC shall be discontinued. If the Board fails to identify
another qualified securities depository to replace DTC, the Board shall cause the Registration Agent to
authenticate and deliver replacement Series 2017A Bonds in the form of fully registered Series 2017A
Bonds to each Beneficial Owner.



NEITHER THE CITY, KUB NOR THE REGISTRATION AGENT SHALL HAVE ANY
RESPONSIBILITY OR OBLIGATIONS TO ANY DTC PARTICIPANT OR ANY BENEFICIAL
OWNER WITH RESPECT TO (i) THE SERIES 2017A BONDS; (ii)) THE ACCURACY OF ANY
RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT; (iii) THE PAYMENT BY DTC
OR ANY DTC PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT OF THE PRINCIPAL OF AND INTEREST ON THE SERIES 2017A BONDS; (iv) THE
DELIVERY OR TIMELINESS OF DELIVERY BY DTC OR ANY DTC PARTICIPANT OF ANY
NOTICE DUE TO ANY BENEFICIAL OWNER THAT IS REQUIRED OR PERMITTED UNDER
THE TERMS OF THIS RESOLUTION TO BE GIVEN TO BENEFICIAL OWNERS, (v) THE
SELECTION OF BENEFICIAL OWNERS TO RECEIVE PAYMENTS IN THE EVENT OF ANY
PARTIAL REDEMPTION OF THE SERIES 2017A BONDS; OR (vi) ANY CONSENT GIVEN OR
OTHER ACTION TAKEN BY DTC, OR ITS NOMINEE, CEDE & CO., AS OWNER.

If the purchaser or Underwriter certifies that it intends to hold the Series 2017A Bonds for its own
account, then the City may issue, acting by and through KUB, certified Bonds without the utilization of
DTC and the Book-Entry System.

(k) In case any Series 2017A Bond shall become mutilated, or be lost, stolen, or destroyed,
the City, acting by and through KUB, in its discretion, shall issue, and the Registration Agent, upon
written direction from KUB, shall authenticate and deliver, a new Series 2017A Bond of like tenor,
amount, maturity and date, in exchange and substitution for, and upon the cancellation of, the mutilated
Series 2017A Bond, or in lieu of and in substitution for such lost, stolen or destroyed Series 2017A Bond,
or if any such Series 2017A Bond shall have matured or shall be about to mature, instead of issuing a
substituted Series 2017A Bond KUB may pay or authorize payment of such Series 2017A Bond without
surrender thereof. In every case the applicant shall furnish evidence satisfactory to KUB and the
Registration Agent of the destruction, theft or loss of such Series 2017A Bond, and indemnity satisfactory
to KUB and the Registration Agent; and KUB may charge the applicant for the issue of such new Series
2017A Bond an amount sufficient to reimburse KUB for the expense incurred by it in the issue thereof.

)] The Registration Agent is hereby authorized to authenticate and deliver the Series 2017A
Bonds to DTC, on behalf of the initial purchaser thereof, or an agent of DTC, upon receipt by KUB of the
proceeds of the sale thereof and, subject to the rules of the Depository, to authenticate and deliver Series
2017A Bonds in exchange for Series 2017A Bonds of the same principal amount delivered for transfer
upon receipt of the Series 2017A Bond(s) to be transferred in proper form with proper documentation as
hereinabove described. The Series 2017A Bonds shall not be valid for any purpose unless authenticated
by the Registration Agent by the manual signature of an authorized representative thereof on the
certificate set forth herein on the Series 2017A Bond form.

(m) The Registration Agent is hereby authorized to take such action as may be necessary
from time to time to qualify and maintain the Series 2017A Bonds for deposit with DTC, including but
not limited to, wire transfers of interest and principal payments with respect to the Series 2017A Bonds,
utilization of electronic book entry data received from DTC in place of actual delivery of Series 2017A
Bonds and provision of notices with respect to Series 2017A Bonds registered by DTC (or any of its
designees identified to the Registration Agent) by overnight delivery, courier service, telegram, telecopy
or other similar means of communication. No such arrangements with DTC may adversely affect the
interest of any of the Beneficial Owners of the Series 2017A Bonds, provided, however, that the
Registration Agent shall not be liable with respect to any such arrangements it may make pursuant to this
section.

Section 6. Source of Payment. The Series 2017A Bonds shall be payable solely from and be
secured by a pledge of the Net Revenues of the System as hereinafter provided and as provided in the
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1990 Resolution on a parity and equality of lien with the Outstanding Bonds. The punctual payment of
principal of and interest on the Series 2017A Bonds, the Outstanding Bonds, and any Parity Bonds shall
be secured equally and ratably by the Net Revenues of the System without priority by reason of series,
number or time of sale and delivery. The owners of the Series 2017A Bonds shall have no recourse to the
power of taxation of the City.

Section 7. Form of Series 2017A Bonds. The Series 2017A Bonds shall be in substantially the
following form, the omissions to be appropriately completed when the Series 2017A Bonds are prepared
and delivered:

(Form of Series 2017A Bond)

REGISTERED REGISTERED
Number $
UNITED STATES OF AMERICA
STATE OF TENNESSEE
COUNTY OF KNOX
CITY OF KNOXVILLE
WASTEWATER SYSTEM REVENUE REFUNDING BONDS,
SERIES 2017A

Interest Rate: Maturity Date: Date of Bond: CUSIP No.

Registered Owner:
Principal Amount:

KNOW ALL PERSONS BY THESE PRESENTS: That the City of Knoxville, a municipal
corporation lawfully organized and existing in Knox County, Tennessee (the "City"), acting by and
through the Knoxville Utilities Board ("KUB"), for value received hereby promises to pay to the
registered owner hereof, hereinabove named, or registered assigns, in the manner hereinafter provided,
the principal amount hereinabove set forth on the maturity date hereinabove set forth, or upon earlier
redemption, as set forth herein, and to pay interest (computed on the basis of a 360-day year of twelve 30-
day months) on said principal amount at the annual rate of interest hereinabove set forth from the date
hereof until said maturity date or redemption date, said interest being payable on October 1, 2017, and
semi-annually thereafter on the first day of April and October in each year until this Bond matures or is
redeemed. Both principal hereof and interest hereon are payable in lawful money of the United States of
America by check or draft at the designated corporate trust office of ,

, Tennessee, as registration agent and paying agent (the "Registration Agent"). The
Registration Agent shall make all interest payments with respect to this Bond by check or draft on each
interest payment date directly to the registered owner hereof shown on the bond registration records
maintained by the Registration Agent as of the close of business on the day which is the fifteenth (15th)
day of the month next preceding the interest payment date (the "Regular Record Date") by depositing said
payment in the United States mail, postage prepaid, addressed to such owner at such owner's address
shown on said bond registration records, without, except for final payment, the presentation or surrender
of this Bond, and all such payments shall discharge the obligations of the City and KUB to the extent of
the payments so made. Any such interest not so punctually paid or duly provided for on any interest
payment date shall forthwith cease to be payable to the registered owner on the relevant Regular Record
Date; and, in lieu thereof, such defaulted interest shall be payable to the person in whose name this Bond
is registered at the close of business on the date (the "Special Record Date") for payment of such
defaulted interest to be fixed by the Registration Agent, notice of which shall be given to the owners of
the Bonds of the issue of which this Bond is one not less than ten (10) days prior to such Special Record
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Date. Payment of principal of and premium, if any, on the Bonds shall be made when due upon
presentation and surrender of this Bond to the Registration Agent.

Except as otherwise provided herein or in the Resolution, as hereinafter defined, this Bond shall
be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York ("DTC"), which will act as securities depository for the Bonds of the series of which this Bond is
one. One Bond for each maturity of the Bonds shall be issued to DTC and immobilized in its custody or a
custodian of DTC. One Bond for each maturity of the Bonds shall be issued to DTC and immobilized in
its custody or a custodian of DTC. The Bond Registrar is a custodian and agent for DTC, and the Bond
will be immobilized in its custody. A book-entry system (the "Book-Entry System") shall be employed,
evidencing ownership of the Bonds in $5,000 denominations, or multiples thereof, with transfers of
beneficial ownership effected on the records of DTC and the DTC Participants, as defined in the
Resolution, pursuant to rules and procedures established by DTC. So long as Cede & Co., as nominee for
DTC, is the registered owner of the Bonds, the City, KUB and the Registration Agent shall treat Cede &
Co., as the only owner of the Bonds for all purposes under the Resolution, including receipt of all
principal of, premium, if any, and interest on the Bonds, receipt of notices, voting and requesting or
taking or not taking, or consenting to, certain actions hereunder. Payments of principal, maturity amounts,
interest, and redemption premium, if any, with respect to the Bonds, so long as DTC is the only owner of
the Bonds, shall be paid directly to DTC or its nominee, Cede & Co. DTC shall remit such payments to
DTC Participants, and such payments thereafter shall be paid by DTC Participants to the Beneficial
Owners, as defined in the Resolution. Neither the City, KUB, nor the Registration Agent shall be
responsible or liable for payment by DTC or DTC Participants, for sending transaction statements or for
maintaining, supervising or reviewing records maintained by DTC or DTC Participants. In the event that
(1) DTC determines not to continue to act as securities depository for the Bonds or (2) to the extent
permitted by the rules of DTC, the Board of Commissioners of KUB (the "Board") determines to
discontinue the Book-Entry System, the Book-Entry System with DTC shall be discontinued. If the
Board fails to identify another qualified securities depository to replace DTC, the Board shall cause the
Registration Agent to authenticate and deliver replacement Bonds in the form of fully registered Bonds to
each Beneficial Owner. Neither the City, KUB nor the Registration Agent shall have any responsibility or
obligations to any DTC Participant or any Beneficial Owner with respect to (i) the Bonds; (ii) the
accuracy of any records maintained by DTC or any DTC Participant; (iii) the payment by DTC or any
DTC Participant of any amount due to any Beneficial Owner in respect of the principal or maturity
amounts of and interest on the Bonds; (iv) the delivery or timeliness of delivery by DTC or any DTC
Participant of any notice due to any Beneficial Owner that is required or permitted under the terms of the
Resolution to be given to Beneficial Owners, (v) the selection of Beneficial Owners to receive payments
in the event of any partial redemption of the Bonds; or (vi) any consent given or other action taken by
DTC, or its nominee, Cede & Co., as owner.

The Bonds of the issue of which this Bond is one maturing on or before April 1, 2026 shall
mature without option of prior redemption. The Bonds maturing on April 1, 2027 and thereafter shall be
subject to redemption prior to maturity at the option of the City, acting through the Board, on or after
April 1, 2026, as a whole or in part at any time at a redemption price equal to the principal amount plus
interest accrued to the redemption date.

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

(1) if the Bonds are being held under a Book-Entry System by DTC, or a successor
Depository, the amount of the interest of each DTC Participant in the 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
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(i1) if the Series Bonds are not being held under a Book-Entry System by DTC, or a
successor Depository, the 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. |

[Subject to the credit hereinafter provided, the City acting by and through KUB, shall redeem
Bonds maturing on the redemption dates set forth below opposite such maturity date, in aggregate
principal amounts equal to the respective dollar amounts set forth below opposite the redemption dates at
a price of par plus accrued interest thereon to the date of redemption. DTC, as securities depository for the
series of Bonds of which this Bond is one, or any successor Depository for the Bonds, shall determine the
interest of each Participant in the Bonds to be redeemed using its procedures generally in use at that time.
If DTC, or another securities depository is no longer serving as securities depository for the Bonds, the
Bonds to be redeemed within a maturity shall be selected by the Registration Agent by lot or such other
random manner as the Registration Agent in its discretion shall select. The dates of redemption and
amount of Bonds to be redeemed on said dates are as follows:

Principal Amount
Redemption of Bonds to be
Maturity Date Redeemed

*final maturity

At its option, to be exercised on or before the forty-fifth (45th) day next preceding any such
redemption date, the City, acting through KUB, may (i) deliver to the Registration Agent for cancellation
Bonds to be redeemed, in any aggregate principal amount desired, and/or (ii) receive credit in respect of
its redemption obligation under the mandatory redemption provision for any Bonds to be redeemed which
prior to said date have been purchased or redeemed (otherwise than by mandatory redemption) and
canceled by the Registration Agent and not theretofore applied as a credit against any redemption
obligation under the mandatory redemption provision. Each Bond so delivered or previously purchased
or redeemed shall be credited by the Registration Agent at 100% of the principal amount thereof on the
obligation of KUB on such payment date and any excess shall be credited on future redemption
obligations in chronological order, and the principal amount of the Bonds to be redeemed by operation of
the mandatory redemption provision shall be accordingly reduced. KUB shall on or before the forty-fifth
(45th) day next preceding each payment date furnish the Registration Agent with its certificate indicating
whether or not and to what extent the provisions of clauses (i) and (ii) of this paragraph are to be availed
of with respect to such payment and confirm that funds for the balance of the next succeeding prescribed
payment will be paid on or before the next succeeding payment date.

Notice of call for redemption, whether optional or mandatory shall be given by the Registration
Agent on behalf of the City, but only upon direction of the Board, not fewer than twenty (20) nor more
than sixty (60) days prior to the date fixed for redemption by sending an appropriate notice to the
registered owners of the Bonds to be redeemed by first-class mail, postage prepaid, at the addresses
shown on the Bond 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 Bonds for which proper notice was given. The 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
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Redemption"). From and after any redemption date, all 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 given as set forth in the Resolution, as hereafter defined. In the case of a Conditional
Redemption, the failure of the City or KUB 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 Bonds
called for redemption and not so paid remain outstanding. |

The Bonds of the issue of which this Bond is one are issuable only as fully registered Bonds,
without coupons, in the denomination of Five Thousand Dollars ($5,000) or any authorized integral
multiple thereof. At the designated corporate trust office of the Registration Agent, in the manner and
subject to the limitations, conditions and charges provided in the Resolution, fully registered Bonds may
be exchanged for an equal aggregate principal amount of fully registered Bonds of the same maturity, of
authorized denominations, and bearing interest at the same rate. The Bonds shall be numbered
consecutively from one upwards and will be made eligible for the Book-Entry System of DTC. Except as
otherwise provided in this paragraph and the Resolution, as hereinafter defined, the Bonds shall be
registered in the name of Cede & Co. as nominee of DTC. The Board may discontinue use of DTC for
Bonds at any time upon determination by the Board that the use of DTC is no longer in the best interest of
the beneficial owners of the Bonds. Upon such determination, registered ownership of the Bonds may be
transferred on the registration books maintained by the Registration Agent, and the Bonds may be
delivered in physical form to the following:

1. any successor of DTC or its nominee;

il. any substitute depository to which the Registration Agent does not unreasonably
object, upon (a) the resignation of DTC or its successor (or any substitute depository or its
successor) from its functions as depository, or (b) a determination by the Board that DTC or its
successor (or any substitute depository or its successor) is no longer able to carry out its functions
as depository; or

iii. any person, upon (a) the resignation of DTC or its successor (or substitute
depository or its successor) from its functions as depository, or (b) termination by the Board of
the use of DTC (or substitute depository or its successor).

In the event that this Bond is no longer held in a Book-Entry System by DTC, this Bond shall be
transferable by the registered owner hereof in person or by such owner's attorney duly authorized in
writing at the principal corporate trust office of the Registration Agent set forth on the front side hereof,
but only in the manner, subject to limitations and upon payment of the charges provided in the
Resolution, and upon surrender and cancellation of this Bond. Upon such transfer a new Bond or Bonds
of authorized denomination or denominations of the same maturity and interest rate for the same
aggregate principal amount will be issued to the transferee in exchange therefor. The person in whose
name this Bond is registered shall be deemed and regarded as the absolute owner thereof for all purposes
and neither the City, KUB nor the Registration Agent shall be affected by any notice to the contrary
whether or not any payments due on the Bond shall be overdue. Bonds, upon surrender to the
Registration Agent, may, at the option of the registered owner thereof, be exchanged for an equal
aggregate principal amount of the Bonds of the same maturity in authorized denomination or
denominations, upon the terms set forth in the Resolution. The Registration Agent shall not be required
to transfer or exchange any Bond during the period commencing on a Regular Record Date or Special
Record Date and ending on the corresponding interest payment date of such Bond, nor to transfer or
exchange any Bond after the notice calling such Bond for redemption has been made, nor during a period
following the receipt of instructions from the Board to call such Bond for redemption.
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This Bond is one of a total authorized issue aggregating $13,500,000 and issued by the City for
the purpose of providing funds to refinance the outstanding principal amount of the City's outstanding
Wastewater System Revenue Refunding Bonds, Series 2005B, dated August 10, 2005, maturing April 1,
2018 and thereafter (the "Refunded Bonds"), including the payment of legal, fiscal and administrative
costs incident thereto and costs incident to the issuance of the Bonds, under and in full compliance with
the constitution and statutes of the State of Tennessee, including Sections 7-34-101 et seq. and Section 9-
21-101 et seq., Tennessee Code Annotated, and pursuant to Resolution No. R-129-90 duly adopted by the
City Council of the City on May 15, 1990, as supplemented and amended by Resolution No. R-130-90
duly adopted by the City Council of the City on May 15, 1990, Resolution No. R-473-93 duly adopted by
the City Council on October 26, 1993, Resolution No. R-5-98 duly adopted by the City Council on
January 27, 1998, Resolution No. R-67-01 duly adopted by the City Council on February 20, 2001,
Resolution No. R-148-01 duly adopted by the City Council on March 20, 2001, Resolution No. R-481-01
duly adopted by the City Council on October 30, 2001, Resolution No. R-56-04 duly adopted by the City
Council on March 2, 2004, Resolution R-264-05 duly adopted by the City Council on July 5, 2005,
Resolution No. R-347-07 duly adopted by the City on August 28, 2007, Resolution No. R-252-08 duly
adopted by the City Council on July 29, 2008, Resolution No. 11-S duly adopted by the City Council on
December 15, 2009, Resolution No. R-134-10 duly adopted by the City Council on May 4, 2010,
Resolution No. R-334-2010 duly adopted by the City Council on November 2, 2010, Resolution No. R-
338-2011 duly adopted by the City Council on December 13, 2011, Resolution No. R-324-2012 duly
adopted by the City Council on November 13, 2012, Resolution No. R-212-2014, duly adopted by the
City Council on June 24, 2014, Resolution No. R-84-2015 duly adopted by the City Council on March 3,
2015, Resolution No. R-128-2015 duly adopted by the City Council on March 31, 2015 and Resolution
No. R-317-2016 of the City Council of the City, adopted June 21, 2016 and Resolution No. R-  -2017
duly adopted by the City Council on , 2017 (as supplemented and amended, the
"Resolution").

This Bond, and interest hereon, are payable solely from and secured by a pledge of the income
and the revenues to be derived from the operation of the System, subject to the payment of the reasonable
and necessary costs of operating, maintaining, repairing, and insuring the System. The Bonds of the
series of which this Bond is one shall enjoy complete parity and equality of lien with the City's
outstanding Wastewater System Revenue Refunding Bonds, Series 2005B, dated August 10, 2005,
maturing April 1, 2017 and thereafter to the extent not refunded by the proceeds of the Bonds, the City's
outstanding Wastewater System Revenue Bonds, Series 2008, dated December 23, 2008, maturing April
1, 2017 and thereafter, the City's outstanding Wastewater System Revenue Bonds, Series 2010 (Federally
Taxable Build America Bonds), dated February 10, 2010, maturing April 1, 2043 and thereafter, the
City's outstanding Wastewater System Revenue Bonds, Series 2010C (Federally Taxable Build America
Bonds), dated December 8, 2010, maturing April 1, 2017 and thereafter, the City's outstanding
Wastewater System Revenue Refunding Bonds, Series 2012A, dated April 20, 2012, maturing April 1,
2017 and thereafter, the City's outstanding Wastewater System Revenue Refunding Bonds, Series 2013A,
dated March 15, 2013, maturing April 1, 2017 and thereafter, the City's outstanding Wastewater System
Revenue Bonds, Series 2014A, dated September 18, 2014, maturing April 1, 2017 and thereafter, the
City's outstanding Wastewater System Revenue Refunding Bonds, Series 2015A, dated May 1, 2015,
maturing April 1, 2017 and thereafter, the City's outstanding Wastewater System Revenue Bonds, Series
2015B, dated May 20, 2015, maturing April 1, 2017 and thereafter and the City's outstanding Wastewater
System Revenue Bonds, Series 2016, dated August 5, 2016, maturing April 1, 2017 and thereafter
(collectively the "Outstanding Bonds") and any bonds or other obligations hereafter issued on a parity
therewith. As provided in the Resolution, the punctual payment of principal of, premium, if any, and
interest on the series of Bonds of which this Bond is one, the Outstanding Bonds and any other bonds
issued on a parity therewith pursuant to the terms of the Resolution shall be secured equally and ratably
by said revenues without priority by reason of series, number or time of sale or delivery. The owner of
this Bond shall have no recourse to the power of taxation of the City. The Board has covenanted that it
will fix and impose such rates and charges for the services rendered by the System and will collect and
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account for sufficient revenues to pay promptly the principal of and interest on this Bond and the issue of
which it is a part, as each payment becomes due. For a more complete statement of the revenues from
which and conditions under which this Bond is payable, a statement of the conditions on which
obligations may hereafter be issued on a parity with this Bond, the general covenants and provisions
pursuant to which this Bond is issued and the terms upon which the Resolution may be modified,
reference is hereby made to the Resolution.

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

It is hereby certified, recited, and declared that all acts, conditions and things required to exist,
happen and be performed precedent to and in the issuance of this Bond exist, have happened and have
been performed in due time, form and manner as required by law, and that the amount of this Bond,
together with all other indebtedness of either the City or KUB, does not exceed any limitation prescribed
by the constitution and statutes of the State of Tennessee.

IN WITNESS WHEREOF, the City acting by and through the Board has caused this Bond to be
signed by the Chair of the Board by her manual or facsimile signature and attested by the Secretary of the
Board by his manual or facsimile signature, all as of the date hereinabove set forth.

CITY OF KNOXVILLE
by and through the
KNOXVILLE UTILITIES BOARD

By:
Chair
ATTESTED:
Secretary
Transferable and payable at the
designated corporate trust office of:
, Tennessee

Date of Registration:

This Bond is one of the issue of Bonds issued pursuant to the Resolution hereinabove described.

Registration Agent

By:

Authorized Representative
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FORM OF ASSIGNMENT

FOR VALUE RECEIVED, the undersigned sells, assigns, and transfers unto
, [Please insert Federal Tax Identification Number or Social Security

Number of  Assignee ] whose address is
, the within bond of the City of Knoxville, Tennessee,
and does hereby irrevocably constitute and appoint , attorney, to

transfer the said bond on the records kept for registration thereof with full power of substitution in the
premises.

Dated:

NOTICE: The signature to this
assignment must correspond with
the name of the registered owner
as it appears on the face of the
within Bond in every particular,
without alteration or enlargement
or any change whatsoever.
Signature guaranteed:

NOTICE: Signature(s) must be
guaranteed by a member firm of
a Medallion Program acceptable
to the Registration Agent.

Section 8. Equality of Lien; Pledge of Net Revenues. The punctual payment of principal of,
premium, if any, and interest on the Outstanding Bonds, the Series 2017A Bonds authorized herein, and
any Parity Bonds shall be secured equally and ratably by the Net Revenues of the System without priority
by reason of series, number or time of sale or execution or delivery, and the Net Revenues of the System
are hereby irrevocably pledged to the punctual payment of such principal, premium and interest as the
same become due.

Section 9. Applicability of the 1990 Resolution. The Series 2017A Bonds are issued in
compliance with the 1990 Resolution so as to be on a parity with the Outstanding Bonds, and, when duly
delivered, the Series 2017A Bonds shall constitute a series of bonds issued under the authority of the
1990 Resolution. All recitals, provisions, covenants and agreements contained in the 1990 Resolution, as
supplemented and amended herein (except insofar as any of said recitals, provisions, covenants and
agreements necessarily relate exclusively to any series of the Outstanding Bonds) are hereby ratified and
confirmed and incorporated herein by reference and, for so long as any of the Series 2017A Bonds shall
be Outstanding and unpaid either as to principal or interest, or until discharge and satisfaction of the
Series 2017A Bonds as provided in Section 12 hereof, shall be applicable to the Series 2017A Bonds,
shall inure to the benefit of owners of the Series 2017A Bonds as if set out in full herein, and shall be
fully enforceable by the owner of any Series 2017A Bond.

All references to "holder" or "holders" in the 1990 Resolution shall be deemed to include owners
of the Series 2017A Bonds, and all references to "Bonds" in the 1990 Resolution shall be deemed to
include the Series 2017A Bonds.
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Section 10. Sale of Series 2017A Bonds.

(a) The Series 2017A Bonds or any emission therecof may be sold at negotiated sale to the
Underwriter or at public sale as determined by the President and Chief Executive Officer of KUB at a
price of not less than 98.00% of par, exclusive of original issue discount, plus accrued interest, if any,
provided, however, that no emission of Series 2017A Bonds may be sold at negotiated sale unless the
Audit and Finance Committee of the Board has previously approved the sale of such emission at
negotiated sale. The sale of any emission of the Series 2017A Bonds to the Underwriter or by public sale
shall be binding on the City and KUB, and no further action of the Board with respect thereto shall be
required.

(b) The President and Chief Executive Officer of KUB, as the designee of the Board, is
further authorized with respect to each emission of Series 2017A Bonds to:

(D change the dated date to a date other than the date of issuance;

2) specify or change the series designation of the Series 2017A Bonds to a
designation other than "Wastewater System Revenue Refunding Bonds";

3) change the first interest payment date to a date other than October 1, 2017,
provided that such date is not later than twelve months from the dated date of such emission of
Series 2017A Bonds;

4) establish and adjust the principal and interest payment dates and determine
maturity or mandatory redemption amounts of the Series 2017A Bonds or any emission thereof,
provided that (A) the total principal amount of all emissions of the Series 2017A Bonds does not
exceed the total amount of Series 2017A Bonds authorized herein; (B) the final maturity date of
each emission shall be not later than April 1, 2027; and (C) the debt service schedule is
substantially the same as what was presented to the State Director in connection with requesting a
report on the refunding of the Refunded Bonds;

%) modify or remove the optional redemption provisions contained herein, provided
that the premium amount to be paid in connection with any redemption provision shall not exceed
two percent (2%) of the principal amount thereof;

(6) sell the Series 2017A Bonds, or any emission thereof, or any maturities thereof
as term bonds with mandatory redemption requirements as determined by the Board, as it shall
deem most advantageous to KUB; and

(7 cause all or a portion of the Series 2017A Bonds to be insured by a bond
insurance policy issued by a nationally recognized bond insurance company to achieve the
purposes set forth herein and to serve the best interests of KUB and to enter into agreements with
such insurance company to the extent not inconsistent with this Resolution.

(©) If any emission of Series 2017A Bonds is sold at negotiated sale, the President and Chief
Executive Officer of KUB is authorized to execute a Bond Purchase Agreement with respect to such
emission of Series 2017A Bonds, providing for the purchase and sale of the Series 2017A Bonds, or any
emission thereof. Each Bond Purchase Agreement shall be in substantially the form attached hereto as
Exhibit A, with such changes as the President and Chief Executive Officer deems necessary or advisable
in connection with the sale of such Series 2017A Bonds, provided any such changes are not inconsistent
with the terms of this Section. If the Underwriter does not intend to reoffer the Series 2017A Bonds to
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the public, then the Bond Purchase Agreement shall be conformed to reflect such intention. The form of
the Series 2017A Bond set forth in Section 7 hereof shall be conformed to reflect any changes made
pursuant to this Section 10.

(d) The President and Chief Executive Officer and the Chief Financial Officer of KUB, or
either of them, are authorized to cause the Series 2017A Bonds, in book-entry form (except as otherwise
authorized herein), to be authenticated and delivered by the Registration Agent to the purchaser(s), and to
execute, publish, and deliver all certificates and documents, including an official statement, the Bond
Purchase Agreement and closing certificates, as they shall deem necessary in connection with the sale and
delivery of each emission of the Bonds.

(e) If the Series 2017A Bonds are sold at public sale, the Series 2017A Bonds shall be
awarded by the President and Chief Executive Officer of KUB to the bidder that offers to purchase the
Bonds for the lowest true interest cost to KUB.

Section 11. Disposition of Series 2008 Bond Proceeds. The proceeds of the sale of the Series
2017A Bonds shall be paid to KUB and used and applied by KUB as follows:

(a) All accrued interest, if any, shall be deposited to the Debt Service Fund created under the
1990 Resolution and used to pay interest on the Series 2017A Bonds on the first interest payment date
following delivery of the Series 2017A Bonds;

(b) An amount, which together with investment earnings thereon and legally available funds
of KUB, if any, will be sufficient to pay principal of, premium, if any, and interest on the Refunded
Bonds (subject to adjustments permitted by Section 10 above), shall be transferred to the Refunding
Escrow Agent under the Refunding Escrow Agreement to be deposited to the Escrow Fund established
thereunder to be held and applied as provided therein, or if no Refunding Escrow Agreement is utilized
(as permitted by Section 13 hereof), such amount shall be applied by KUB directly to refund the
Refunded Bonds; and

(©) The remainder shall be applied to the payment of costs of issuance relating to the Series
2017A Bonds. If there are any remaining proceeds of the Series 2017A Bonds after application as
provided above, such remaining proceeds shall be used to pay principal and/or interest on the Series
2017A Bonds.

Section 12. Discharge and Satisfaction of Series 2017A Bonds. The Series 2017A Bonds may be
defeased, discharged and satisfied at any time as provided in Article XII of the 1990 Resolution.

Section 13. Refunding Escrow Agreement. For the purpose of providing for the payment of the
principal of, premium, if any, and interest on the Refunded Bonds, the President and Chief Executive
Officer of KUB is hereby authorized and directed to execute and the Secretary of the Board to attest on
behalf of KUB the Refunding Escrow Agreement with the Refunding Escrow Agent and to deposit with
the Refunding Escrow Agent the amounts to be used by the Refunding Escrow Agent to purchase
Defeasance Obligations as provided therein. The President and Chief Executive Officer of KUB and the
Secretary of the Board are hereby authorized and directed to execute and deliver the Refunding Escrow
Agreement on behalf of KUB in such form as is approved by the President and Chief Executive Officer of
KUB and the Secretary of the Board, their execution thereof to constitute conclusive evidence of their
approval of such form of the Refunding Escrow Agreement. The Refunding Escrow Agent is hereby
authorized and directed to hold and administer all funds deposited in trust for the payment when due of
principal of and interest on the Refunded Bonds and to exercise such duties as set forth in the Refunding
Escrow Agreement. Notwithstanding the foregoing, the Chief Financial Officer of KUB is authorized to
dispense with the use of a Refunding Escrow Agreement and to apply proceeds of the Bonds directly to
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the redemption of the Refunded Bonds if the delivery date of the Bonds is not more than thirty (30) days
prior to the redemption of the Refunded Bonds.

Section 14. Notice of Refunding. Prior to the issuance of the Series 2017A Bonds, notice of the
City's intention to refund the Refunded Bonds, to the extent required by applicable law, shall be given by
the registration agent for the Refunded Bonds to be mailed by first-class mail, postage prepaid, to the
registered holders thereof, as of the date of the notice, as shown on the bond registration records
maintained by such registration agent of said Refunded Bonds. The President and Chief Executive
Officer of KUB and the Secretary of the Board, or either of them, is hereby authorized and directed to
authorize the registration agent of said Refunded Bonds to give such notice on behalf of the City in
accordance with this Section.

Section 15. Federal Tax Matters. The City and KUB recognize that the purchasers and owners of
the Series 2017A Bonds will have accepted them on, and paid therefor a price that reflects, the
understanding that interest thereon will not be included in gross income for purposes of federal income
taxation under laws in force on the date of delivery of the Series 2017A Bonds. In this connection, KUB,
on behalf of the City, agrees that it shall take no action which may render the interest on any of the Series
2017A Bonds includable in gross income for purposes of federal income taxation. It is the reasonable
expectation of the City and KUB that the proceeds of the Series 2017A Bonds will not be used in a
manner which will cause the Series 2017A Bonds to be "arbitrage bonds" within the meaning of Section
148 of the Code, and to this end the said proceeds of the Series 2017A Bonds and other related funds
established for the purposes herein set out, shall be used and spent expeditiously for the purposes
described herein. In the event Section 148(f) of the Code shall require the payment of any investment
proceeds of the Series 2017A Bonds to the United States government, KUB will make such payments as
and when required by said Section 148(f) and will take such other actions as shall be necessary or
permitted to prevent the interest on the Series 2017A Bonds from becoming taxable. The Chair of the
Board, the Secretary of the Board, the President and Chief Executive Officer of KUB and Chief Financial
Officer of KUB, or any of them, are authorized and directed to make such certifications in this regard in
connection with the sale of the Bonds as any or all shall deem appropriate, and such certifications shall
constitute a representation and certification of the City and KUB.

Section 16. Official Statement. The President and Chief Executive Officer of KUB, or her
designee, is hereby authorized and directed to provide for the preparation and distribution of a
Preliminary Official Statement describing the Series 2017A Bonds. After the Series 2017A Bonds have
been awarded, the President and Chief Executive Officer of KUB, or her designee, shall make such
completions, omissions, insertions and changes in the Preliminary Official Statement not inconsistent
with this resolution as are necessary or desirable to complete it as a final Official Statement for purposes
of Rule 15¢2-12(e)(3) of the Securities and Exchange Commission. The President and Chief Executive
Officer of KUB, or her designee, shall arrange for the delivery to the purchaser of the Series 2017A
Bonds of a reasonable number of copies of the Official Statement within seven business days after the
Series 2017A Bonds have been awarded for subsequent delivery by the purchaser to each potential
investor requesting a copy of the Official Statement and to each person to whom such purchaser and
members of his group initially sell the Series 2017A Bonds.

The President and Chief Executive Officer of KUB, or her designee, is authorized, on behalf of
the Board, to deem the Preliminary Official Statement and the Official Statement in final form, each to be
final as of its date within the meaning of Rule 15¢2-12(b)(1), except for the omission in the Preliminary
Official Statement of certain pricing and other information allowed to be omitted pursuant to such Rule
15¢2-12(b)(1). The distribution of the Preliminary Official Statement and the Official Statement in final
form shall be conclusive evidence that each has been deemed in final form as of its date by the Board
except for the omission in the Preliminary Official Statement of such pricing and other information.
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Section 17. Continuing Disclosure. The City hereby covenants and agrees that KUB will provide
annual financial information and material event notices for the Series 2017A Bonds as required by Rule
15¢2-12 of the Securities and Exchange Commission. The Chief Financial Officer of KUB is authorized
to execute at the closing of the sale of the Series 2017A Bonds, an agreement for the benefit of and
enforceable by the owners of the Series 2017A Bonds specifying the details of the financial information
and material event notices to be provided and its obligations relating thereto. Failure of KUB to comply
with the undertaking herein described and to be detailed in said closing agreement, shall not be a default
hereunder, but any such failure shall entitle the owner or owners of any of the Bonds to take such actions
and to initiate such proceedings as shall be necessary and appropriate to cause KUB to comply with its
undertaking as set forth herein and in said agreement, including the remedies of mandamus and specific
performance.

Section 18. Separability. If any section, paragraph or provision of this resolution shall be held to
be invalid or unenforceable for any reason, the invalidity or unenforceability of such section, paragraph or
provision shall not affect any of the remaining provisions of this resolution.

Section 19. Repeal of Conflicting Resolutions and Effective Date. All other resolutions and
orders, or parts thereof, in conflict with the provisions of this resolution, are, to the extent of such conflict,
hereby repealed and this resolution shall be in immediate effect from and after its adoption.
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Adopted and approved this day of ,2017.

Mayor

ATTEST:

City Recorder
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STATE OF TENNESSEE )
COUNTY OF KNOX ;

I, Will Johnson, hereby certify that I am the duly qualified and acting City Recorder of the City of
Knoxville, Tennessee, and as such official I further certify that attached hereto is a copy of excerpts from
the minutes of a regular meeting of the governing body of the City Council held on , 2017,
that these minutes were promptly and fully recorded and are open to public inspection; that I have
compared said copy with the original minute record of said meeting in my official custody; and that said
copy is a true, correct and complete transcript from said original minute record insofar as said original
records relate to an amount not to exceed $13,500,000 Wastewater Revenue Refunding Bonds, Series
2017A.

WITNESS my official signature and seal of the City of Knoxville, Tennessee, this day of

, 2017.

City Recorder
(seal)
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EXHIBIT A

$13,500,0000
CITY OF KNOXVILLE, TENNESSEE
ACTING ON BEHALF OF KNOXVILLE UTILITIES BOARD
WASTEWATER SYSTEM REVENUE REFUNDING BONDS, SERIES 2017A

BOND PURCHASE AGREEMENT

,2017

Knoxville Utilities Board
445 South Gay Street

Knoxville, Tennessee 37902
Gentlemen:

The undersigned (the "Underwriter") offers to enter into this agreement with Knoxville Utilities
Board ("KUB") which, upon your acceptance of this offer, will be binding upon you and upon us.

This offer is made subject to your acceptance of this agreement on or before 5:00 p.m., Eastern
Standard Time, on ,2017.

1. Purchase Price.

Upon the terms and conditions and upon the basis of the respective representations,
warranties and covenants set forth herein, the Underwriter hereby agrees to purchase from KUB, and
KUB hereby agrees to sell to the Underwriter, all (but not less than all) of $13,500,0000 aggregate
principal amount of KUB's Wastewater System Revenue Refunding Bonds, Series 2017A (the "Bonds").

The purchase price is § plus accrued interest and shall be paid in accordance with paragraph 6
hereof. The purchase price is equal to the par amount of the Bonds less $ original issue
discount, less $ underwriter's discount and plus accrued interest. The Bonds are to be issued

under and pursuant to, and are to be secured by the Resolution (the "Bond Resolution") adopted on

, 2017, by the City Council of the City of Knoxville (the "City") at the request of KUB.
The Bonds shall mature on the dates and shall bear interest at the rates all as described in the Official
Statement referred to in Section 3 hereof. The maturities, rates and discount at which the Bonds are being
sold are more fully described on Schedule I attached hereto.

The Bonds are being issued to provide funds to refinance the outstanding principal
amount of the City's outstanding Wastewater System Revenue Refunding Bonds, Series 2005B, dated
August 10, 2005, maturing April 1, 2018 and thereafter ("Refunded Bonds"), including the payment of
legal, fiscal and administrative costs incident thereto and incident to the issuance and sale of the Bonds.

2. Public Offering.

The Underwriter intends to make an initial bona fide public offering of all of the Bonds at
not in excess of the public offering prices set forth on the cover of the Official Statement and may
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subsequently change such offering price without any requirement of prior notice. The Underwriter may
offer and sell Bonds to certain dealers (including dealers depositing bonds into investment trusts) and
others at prices lower than the public offering prices stated on the cover of the Official Statement. The
Underwriter reserves the right (i) to over-allot or effect transactions that stabilize or maintain the market
prices of the Bonds at levels above those which might otherwise prevail in the open market; and (ii) to
discontinue such stabilizing, if commenced at any time without prior notice.

3. Official Statement.

(a) KUB has provided the Underwriter with information that constitutes a "deemed
final" official statement for purposes of Rule 15¢2-12 under the Securities Exchange Act of 1934 ("Rule
15¢2-12"). Concurrently with KUB's acceptance of this Bond Purchase Agreement, KUB shall deliver or
cause to be delivered to the Underwriter two copies of the Official Statement (as hereinafter defined)
relating to the Bonds dated the date hereof substantially in the same form as the Preliminary Official
Statement with only such changes as shall have been accepted by the Underwriter.

(b) Within seven (7) business days from the date hereof and within sufficient time to
accompany any confirmation requesting payment from any customers of the Underwriter, KUB shall
deliver to the Underwriter copies of the Official Statement of KUB, dated the date hereof, relating to the
Bonds, in sufficient quantity as may reasonably be requested by the Underwriter in order to comply with
Rule 15¢2-12 and any applicable rules of the Municipal Securities Rulemaking Board, in substantially the
form approved by KUB (which, together with the cover page, and all exhibits, appendices, and statements
included therein or attached thereto and any amendments and supplements that may be authorized for use
with respect to the Bonds is herein called the "Official Statement"), executed on behalf of KUB by a duly
authorized officer of KUB. You hereby authorize and approve the Official Statement and other pertinent
documents referred to in Section 6 hereof to be lawfully used in connection with the offering and sale of
the Bonds. You also acknowledge and ratify the use by the Underwriter, prior to the date hereof, of the
Preliminary Official Statement in connection with a public offering of the Bonds.

(c) If, prior to the Closing (as defined in Section 5 below) or within twenty-five (25)
days subsequent to the end of the underwriting period as such term is used for purposes of Rule 15¢2-12,
any event shall occur with respect to KUB or KUB shall receive notice of the occurrence of any other
event that might or would cause the information contained in the Official Statement to contain any untrue
statement of a material fact or to omit to state a material fact necessary in order to make the statements
made therein, in the light of the circumstances under which they were made, not misleading, KUB shall
so notify the Underwriter. KUB agrees to amend or supplement the Official Statement whenever
requested by the Underwriter when in the reasonable judgment of the Underwriter such amendment or
supplementation is required and to furnish the Underwriter with sufficient quantities of such amendment
or supplement in order to permit the Underwriter to comply with Rule 15¢2-12.

4. Representations and Warranties.

KUB hereby represents and warrants to the Underwriter that:

(a) KUB is duly existing pursuant to the Charter of the City and is authorized by
such Charter to operate and manage the System. KUB has duly authorized all necessary action to be
taken by it for: (i) the issuance and sale of the Bonds upon the terms set forth herein and in the Official
Statement; (ii) the approval of the Official Statement and the signing of the Official Statement by a duly
authorized officer; (iii) the execution, delivery and receipt of this Bond Purchase Agreement, the Bonds
and any and all such other agreements and documents as may be required to be executed, delivered and
received by KUB in order to carry out, give effect to, and consummate the transactions contemplated
hereby, by the Bonds, the Official Statement and the Bond Resolution;
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(b) When executed by the respective parties thereto, this Bond Purchase Agreement
will constitute legal, valid and binding obligation of KUB enforceable in accordance with its terms;

(c) The information and statements contained in the Preliminary Official Statement,
as of its date and as of the date hereof, did not and do not contain any untrue statement of a material fact
or omit to state any material fact which was necessary in order to make such information and statements,
in the light of the circumstances under which they were made, not misleading;

(d) The information and statements contained in the Official Statement, as of its date
and as of the Closing, are and will be correct and complete in all material respects and do not and will not
contain any untrue statement of a material fact or omit to state any material fact which is necessary in
order to make such information and statements, in the light of the circumstances under which they were
made, not misleading;

(e) KUB has complied, and will at the Closing be in compliance, in all respects with
the obligations on its part contained in the Bond Resolution and the laws of the State of Tennessee (the
"State"), including the Act;

) The City has duly adopted the Bond Resolution, and the City and KUB have (a)
duly authorized and approved the distribution of the Preliminary Official Statement, (b) duly authorized
and approved the execution and delivery of the Official Statement, (c) duly authorized and approved the
execution and delivery of, and the performance by KUB of the obligations on its part contained in, the
Bonds, the Bond Resolution and this Bond Purchase Agreement, and (d) duly authorized and approved
the consummation by it of all other transactions contemplated by this Bond Purchase Agreement and the
Official Statement;

(2) KUB is not in breach of or default under any applicable law or administrative
regulation of the State or the United States in any manner related to or affecting the transactions
contemplated hereby or in breach of or default under any applicable judgment or decree or any loan
agreement, note, resolution, ordinance, agreement or other instrument to which KUB is a party or to
which it or any of its property is otherwise subject; and the execution and delivery of this Bond Purchase
Agreement, the Bonds and the adoption of the Bond Resolution, and compliance with the provisions of
each thereof, will not conflict with or constitute a breach of or default under any law, administrative
regulation, judgment, decree, loan agreement, note, resolution, ordinance, agreement or other instrument
to which KUB is a party or to which it or any of its property is otherwise subject;

(h) Except as may be required under the securities or "blue sky" laws of any state, all
approvals, consents, authorizations and orders of, filings with or certifications by any governmental
authority, board, agency or commission having jurisdiction, which would constitute a condition precedent
to the performance by KUB of its obligations hereunder and under the Bond Resolution and the Bonds,
have been obtained,

(1) There is no action, suit, proceeding, inquiry or investigation, at law or in equity,
before or by any court, public board or body, pending or, to the knowledge of KUB, threatened against
KUB or others (a) affecting KUB or the corporate existence of KUB or the titles of its officers to their
respective offices, (b) seeking to prohibit, restrain or enjoin the sale, issuance or delivery of the Bonds or
the collection of Net Revenues pledged to pay the principal of and interest on the Bonds, or the pledge
thereof, (c) in any way contesting or affecting the transactions contemplated hereby or by the Official
Statement or by the validity or enforceability of the Bonds, the Bond Resolution or this Bond Purchase
Agreement, (d) contesting in any way the completeness or accuracy of the Preliminary Official Statement
or the Official Statement, or (¢) contesting the powers or authority of KUB for the issuance of the Bonds,
the adoption of the Bond Resolution or the execution and delivery of this Bond Purchase Agreement;
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() KUB will not take or omit to take any action that will in any way cause the
proceeds from the sale of the Bonds and other moneys of KUB to be transferred on the date of issuance of
the Bonds to be applied or result in such proceeds and other moneys being applied in a manner other than
as provided in or permitted by the Bond Resolution and consistent with the utilization described in the
Official Statement;

(k) KUB agrees reasonably to cooperate with the Underwriter and its counsel in any
endeavor to qualify the Bonds for offering and sale under the securities or "blue sky" laws of such
jurisdictions of the United States as the Underwriter may request. KUB hereby consents to the use of the
Official Statement and the Bond Resolution by the Underwriter in obtaining any qualification required;

Q) If at any time from the date of this Bond Purchase Agreement through 25 days
following the "end of the underwriting period" (as defined in Rule 15¢2-12 described below) any event
shall occur that might or would cause the Official Statement to contain any untrue statement of a material
fact or to omit to state any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading, KUB shall notify the Underwriter and if, in
the opinion of the Underwriter, such event requires the preparation and publication of a supplement or
amendment to the Official Statement, KUB will supplement or amend the Official Statement in a form
and in a manner approved by the Underwriter. If the Official Statement is so supplemented or amended
prior to the Closing, such approval by the Underwriter of a supplement or amendment to the Official
Statement shall not preclude the Underwriter from thereafter terminating this Bond Purchase Agreement,
and if the Official Statement is so amended or supplemented subsequent to the date hereof and prior to the
Closing, the Underwriter may terminate this Bond Purchase Agreement by notification to KUB at any
time prior to the Closing if, in the judgment of the Underwriter, such amendment or supplement has or
will have a material adverse effect on the marketability of the Bonds;

(m) KUB has duly authorized and approved the execution and delivery of this Bond
Purchase Agreement and the performance by KUB of the obligations on its part contained herein;

(n) KUB is not, nor has it at any time, been in default in the payment of principal of
or interest on any obligation issued or guaranteed by KUB;

(o) Any certificate signed by an authorized officer of KUB and delivered to the
Underwriter at or prior to the Closing shall be deemed a representation and warranty by KUB in
connection with this Bond Purchase Agreement to the Underwriter as to the statements made therein upon
which the Underwriter shall be entitled to rely. KUB covenants that between the date hereof and the
Closing, it will not take any action that will cause the representations and warranties made herein to be
untrue as of the Closing;

(p) The Bonds, when issued, authenticated and delivered in accordance with the
Bond Resolution and sold to the Underwriter as provided herein, will be validly issued and outstanding
special obligations of KUB entitled to the benefits of the Bond Resolution;

()] KUB has lawful authority to operate the System, to consummate the transactions
contemplated by the Official Statement and collect revenues, fees and other charges in connection with
the System and through its Board of Commissioners, to fix the rates, fees and other charges with respect
to the System; and

(r) KUB hereby covenants and agrees to enter into a written agreement or contract,
constituting an undertaking (the "Undertaking") to provide ongoing disclosure about KUB, for the benefit
of the beneficial owners of the Bonds on or before the date of delivery of the Bonds as required under
paragraph (b)(5) of Rule 15¢2-12. The Undertaking shall be as described in the Preliminary Official
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Statement, with such changes as may be agreed in writing by the Underwriter. KUB represents that it has
complied in all respects with its obligations to provide continuing disclosure of certain information as
described in that certain Continuing Disclosure Certificate entered into in connection with the issuance of
the Bonds.

5. Delivery of, and Payment for, the Bonds.

At 10:00 a.m. on or about ,20  , or at such other time or date as shall have
been mutually agreed upon by KUB and the Underwriter, KUB will deliver, or cause to be delivered, to
the Underwriter the other documents hereinafter mentioned and, subject to the conditions contained
herein, the Underwriter will accept such delivery and pay the purchase price of the Bonds plus accrued
interest payable to the order of KUB, in federal funds or other immediately available funds by delivering
to KUB such funds by wire transfer to KUB or its designated agent except that physical delivery of the
Bonds shall be made through the facilities of the Depository Trust Company.

Payment for the Bonds shall be confirmed and delivery of the documents as aforesaid
shall be made at the offices of KUB, or such other place as may be agreed upon by the Underwriter and
KUB. Such payment and delivery is herein called the "Closing." The Bonds will be delivered as fully
registered bonds in such names and in such denominations as shall be designated in writing by the
Underwriter to KUB at Closing.

6. Certain Conditions to Underwriter's Obligations.

The obligations of the Underwriter hereunder shall be subject to (i) the performance by
KUB of its obligations to be performed hereunder, (ii) the accuracy in all material respects of the
representations and warranties of KUB herein as of the date hereof and as of the date of the Closing, and
(iii) to the following conditions:

(a) At the time of Closing, (i) the Bond Resolution shall be in full force and effect and shall
not have been amended, modified or supplemented except as may have been agreed to in writing by the
Underwriter, (ii) the proceeds of the sale of the Bonds shall be applied as described in the Official
Statement, and (iii) KUB shall have duly adopted and there shall be in full force and effect such other
resolutions as, in the opinion of Bass, Berry & Sims PLC, Knoxville, Tennessee ("Bond Counsel"), shall
be necessary in connection with the transactions contemplated hereby;

(b) At or prior to the Closing, the Underwriter shall have received an executed copy of each
of the following documents:

(1 the approving opinion, dated the date of the Closing, of Bond Counsel addressed
to KUB and the Underwriter, relating to, among other things, the validity of the Bonds [and the
exclusion from gross income of the interest on the Bonds for federal and State of Tennessee
income tax purposes, ]| in substantially the form set forth as Appendix _ to the Official Statement;

2) a supplemental opinion, dated the date of the Closing, of Bond Counsel
addressed to the Underwriter in substantially the form of Exhibit A hereto;

3) an opinion, dated the date of the Closing, of Hodges, Doughty & Carson,
Knoxville, Tennessee, counsel to KUB, addressed to KUB, Bond Counsel and the Underwriter in
substantially the form of Exhibit B hereto;

4) a certificate of KUB, dated the date of the Closing and signed by a duly
authorized officer of KUB and in form and substance reasonably satisfactory to the Underwriter,
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to the effect that (i) since the execution of the Bond Purchase Agreement no material and adverse
change has occurred in the financial position of the System or results of operations of the System;
(i1)) KUB has not incurred any material liabilities secured by the Net Revenues of the System
other than in the ordinary course of business or as set forth in or contemplated by the Official
Statement; and (iii) no event affecting KUB has occurred since the date of the Official Statement
which should be disclosed in the Official Statement for the purpose for which it is to be used or
which is necessary to be disclosed therein in order to make the statements and information therein
not misleading as of the date of Closing;

&) the Official Statement executed on behalf of KUB by a duly authorized officer
thereof;

(6) the Bond Resolution and the Bonds;

(7) a certificate of a duly authorized officer of KUB, satisfactory to the Underwriter,
dated the date of Closing, stating that such officer is charged, either alone or with others, with the
responsibility for issuing the Bonds; setting forth, in the manner permitted by Section 148 of the
Internal Revenue Code of 1986, as amended (the "Code"), the reasonable expectations of KUB as
of such date as to the use of proceeds of the Bonds and of any other funds of KUB expected to be
used to pay principal or interest on the Bonds and the facts and estimates on which such
expectations are based; and stating that, to the best of the knowledge and belief of the certifying
officer, KUB's expectations are reasonable;

(®) evidence indicating a rating on the Bonds of " " by [rating agency];

) other certificates of KUB listed on a Closing Memorandum to be approved by
counsel to KUB, Bond Counsel and counsel to the Underwriter, including any certificates or
representations required in order for Bond Counsel to deliver the opinion referred to in Paragraph
6(b)(1) of this Bond Purchase Agreement; and such additional legal opinions, certificates,
proceedings, instruments and other documents as the counsel to the Underwriter or Bond Counsel
may reasonably request to evidence compliance by KUB with legal requirements, the truth and
accuracy, as of the time of Closing, of the representations of KUB contained herein and the due
performance or satisfaction by KUB at or prior to such time of all agreements then to be
performed and all conditions then to be satisfied by KUB.

All such opinions, certificates, letters, agreements and documents will be in compliance
with the provisions hereof only if they are satisfactory in form and substance to the Underwriter and
counsel to the Underwriter. KUB will furnish the Underwriter with such conformed copies or
photocopies of such opinions, certificates, letters, agreements and documents as the Underwriter may
reasonably request.

(©) The Underwriter shall have received within seven (7) business days from the date hereof
and within sufficient time to accompany any confirmation requesting payment from any customers of the
Underwriter, the Official Statement in sufficient quantity as may be reasonably requested by the
Underwriter in order to comply with Rule 15(c) 2-12.

7. Termination.

The Underwriter shall have the right to cancel its obligation to purchase the Bonds if (i)
between the date hereof and the Closing, legislation shall be enacted or recommended to the Congress or
otherwise endorsed for passage (by press release, other form of notice or otherwise) by the President of
the United States, the Treasury Department of the United States, the Internal Revenue Service or the
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Chairman or ranking minority member of the Committee on Finance of the United States Senate or the
Committee on Ways and Means of the United States House of Representatives or favorably reported for
passage to either House of the Congress by any committee of such House to which such legislation has
been referred for consideration, or a bill to amend the Internal Revenue Code (which, if enacted, would
take effect in whole or in part prior to the Closing) shall be filed in either house, or recommended for
passage by the Congress by any joint or conference committee thereof, or a decision by a court of the
United States or the United States Tax Court shall be rendered, or a ruling, regulation or statement by or
on behalf of the Treasury Department of the United States, the Internal Revenue Service or other
governmental agency shall be made or proposed to be made, with respect to the federal taxation upon
interest on obligations of the general character of the Bonds, or other action or events shall have
transpired which may have the purpose or effect, directly or indirectly of changing the federal income tax
consequences of any of the transactions contemplated in connection herewith, including the tax-exempt
status of KUB and, in the opinion of the Underwriter, materially adversely affects the market price of the
Bonds, or the market price generally of obligations of the general character of the Bonds, or (ii) there
shall exist any event which in the Underwriter's judgment either (a) makes untrue or incorrect in any
material respect any statement or information contained in the Official Statement or (b) is not reflected in
the Official Statement but should be reflected therein in order to make the statements and information
contained therein not misleading in any material respect, or (iii) there shall have occurred any outbreak of
hostilities or any national or international calamity or crisis including financial crisis, or a financial crisis
or a default with respect to the debt obligations of, or the institution of proceedings under the federal or
the state bankruptcy laws by or against the State of Tennessee or any subdivision, agency or
instrumentality of such State, the effect of which on the financial markets of the United States being such
as, in the reasonable judgment of the Underwriter, would make it impracticable for the Underwriter to
market the Bonds or to enforce contracts for the sale of the Bonds, or (iv) there shall be in force a general
suspension of trading on the New York Stock Exchange, or (v) a general banking moratorium shall have
been declared by either federal, Tennessee or New York authorities, or (vi) there shall have occurred
since the date of this Bond Purchase Agreement any material adverse change in the financial position of
the System, except for changes which the Official Statement discloses have occurred or may occur, or
(vii) legislation shall be enacted or any action shall be taken by the Securities and Exchange Commission
which, in the opinion of counsel for the Underwriter, has the effect of requiring the contemplated
distribution of the Bonds to be registered under the Securities Act of 1933, as amended, or the Bond
Resolution or any other document executed in connection with the transactions contemplated hereof to be
qualified under the Trust Indenture Act of 1939, as amended, or (viii) a stop order, ruling, regulation or
official statement by or on behalf of the Securities and Exchange Commission shall be issued or made to
the effect that the issuance, offering or sale of the Bonds, or of obligations of the general character of the
Bonds as contemplated hereby, or the offering of any other obligation which may be represented by the
Bonds is in violation of any provision of the Securities Act of 1933, as amended, the Securities Exchange
Act of 1934, as amended, or the Trust Indenture Act of 1939, as amended, or (ix) any state blue sky or
securities commission shall have withheld registration, exemption or clearance of the offering, and in the
reasonable judgment of the Underwriter the market for the Bonds is materially affected thereby.

If KUB shall be unable to satisfy any of the conditions to the obligations of the
Underwriter contained in this Bond Purchase Agreement and such condition is not waived by the
Underwriter, or if the obligations of the Underwriter to purchase and accept delivery of the Bonds shall be
terminated or canceled for any reason permitted by this Bond Purchase Agreement, this Bond Purchase
Agreement shall terminate and neither the Underwriter nor KUB shall be under further obligation
hereunder; except that the respective obligations to pay expenses, as provided in Section 10 hereof, shall
continue in full force and effect.

8. Particular Covenants.

KUB covenants and agrees with the Underwriter as follows:
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(a) KUB shall use its best efforts to furnish or cause to be furnished to the
Underwriter, without charge, as many copies of the Official Statement as the Underwriter may reasonably
request;

(b) Before revising, amending or supplementing the Official Statement, KUB shall
furnish a copy of the revised Official Statement or such amendment or supplement to the Underwriter. If
in the opinion of KUB and the Underwriter a supplement or amendment to the Official Statement is
required, KUB will supplement or amend the Official Statement in a form and in a manner approved by
the Underwriter and its counsel.

9. Survival of Representations.

All representations, warranties and agreements of KUB hereunder shall remain operative
and in full force and effect, regardless of any investigation made by or on behalf of the Underwriter and
shall survive the delivery of the Bonds.

10. Payment of Expenses.

Whether or not the Bonds are sold to the Underwriter by KUB, KUB shall pay, but only
out of the proceeds of the sale of the Bonds or other funds made available by KUB, any expenses incident
to the performance of its obligations hereunder, including but not limited to: (i) the cost of the preparation
and printing of the Official Statement and any supplements thereto, together with a number of copies
which the Underwriter deems reasonable; (ii) the cost of the preparation and printing of the definitive
Bonds; (iii) the rating agency fees; and (iv) the fees and disbursements of Counsel to KUB and Bond
Counsel and any other experts or consultants retained by KUB.

Whether or not the Bonds are sold to the Underwriter, the Underwriter shall pay (i) all
advertising expenses in connection with the public offering of the Bonds; (ii) the cost of preparing and
printing the blue sky memorandum, if any, and filing fees in connection with the aforesaid blue sky
memorandum other than the costs of preparation of the Preliminary Official Statement and the Official
Statement; and (iii) all other expenses incurred by the Underwriter in connection with its public offering
and distribution of the Bonds, including the fees and expenses of the Underwriter's counsel.

11. No Advisory or Fiduciary Role.

KUB acknowledges and agrees that (i) the purchase and sale of the Bonds pursuant to this Bond
Purchase Agreement is an arm's-length commercial transaction between KUB and the Underwriter, (ii) in
connection therewith and with the discussions, undertakings and procedures leading up to the
consummation of such transaction, the Underwriter is and has been acting solely as principal and are not
acting as the agent, advisor or fiduciary of KUB, (iii) the Underwriter has not assumed an advisory or
fiduciary responsibility in favor of KUB with respect to the offering contemplated hereby or the
discussions, undertakings and procedures leading thereto (irrespective of whether the Underwriter, or any
affiliates of the Underwriter, has provided other services or are currently providing other services to KUB
on other matters) and the Underwriter has no obligation to KUB with respect to the offering contemplated
hereby except the obligations expressly set forth in this Bond Purchase Agreement, (iv) the Underwriter
has financial and other interests that differ from those of KUB and (v) KUB has consulted its own legal,
financial and other advisors to the extent it has deemed appropriate.

KUB and the Underwriter represent and warrant that no finder or other agent has been employed
by either KUB or the Underwriter in connection with this transaction.

12. Notices.
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Any notice or other communication to be given to KUB under this Bond Purchase
Agreement may be given by delivering the same in writing at its address set forth above, and any notice
or other communication to be given to the Underwriter under this Bond Purchase Agreement may be
given by delivering the same in writing to ,

b

b

13. Parties.

This Bond Purchase Agreement is made solely for the benefit of KUB and the
Underwriter (including the successors or assigns of the Underwriter) and no other person shall acquire or
have any right hereunder or by virtue hereof.

14. Governing Law.

This Bond Purchase Agreement shall be governed by and construed in accordance with
the laws of the State of Tennessee.

15. General.

This Bond Purchase Agreement may be executed in several counterparts, each of which
shall be regarded as an original and all of which will constitute one and the same instrument. The section
headings of this Bond Purchase Agreement are for convenience of reference only and shall not affect its
interpretation. This Bond Purchase Agreement shall become effective upon your acceptance hereof.

Very truly yours,

By:
Its:

Accepted and agreed to as of
the date first above written:

KNOXVILLE UTILITIES BOARD

By:
President and Chief Executive Officer
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EXHIBIT A TO BOND PURCHASE AGREEMENT
[LETTERHEAD OF BASS BERRY & SIMS PLC]

[Closing Date]

Ladies and Gentlemen:

This opinion is being rendered to you pursuant to Paragraph 6(b)(2) of the Bond Purchase
Agreement, dated , 2017 (the "Bond Purchase Agreement"), between
(the "Underwriter"), and Knoxville Utilities Board ("KUB"),
relating to the sale by KUB of its Wastewater System Revenue Refunding Bonds, Series 2017A, in the
aggregate principal amount of $13,500,0000 (the "Bonds"). Terms which are used herein and not
otherwise defined shall have the meanings assigned to them in the Bond Purchase Agreement.

Of even date herewith, we have delivered our approving opinion in connection with the issuance
of the Bonds. In our capacity as Bond Counsel, we have reviewed a record of proceedings in connection
with the issuance of the Bonds and we have participated in conferences from time to time with counsel to
KUB, representatives of the Underwriter and counsel to the Underwriter, relative to the Official
Statement, dated , 2017, relating to the Bonds, and the related documents described below.
We have also examined such other agreements, documents and certificates, and have made such
investigations of law, as we have deemed necessary or appropriate in rendering the opinions set forth
below.

Based on the foregoing, we are of the opinion that, as of the date hereof:

1. The offer and sale of the Bonds to the public do not require any registration under the
Securities Act of 1933, as amended, and, in connection therewith, the Bond Resolution does not need to
be qualified under the Trust Indenture Act of 1939, as amended.

2. The statements contained in the Official Statement under the captions "Introduction" to
the extent the narrative thereunder purports to describe the terms of the Bonds and the legal authority by
which they are issued, "The Bonds," and in Appendix A to the Official Statement, insofar as such
statements purport to summarize certain provisions of the Bonds and the Bond Resolution, fairly
summarize such provisions. The statements contained in the Official Statement under the caption
"Opinion of Bond Counsel" are correct as to matters of law.

This opinion may be relied upon only by the Underwriter and by other persons to whom written
permission to rely hereon is granted by us.

Very truly yours,
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EXHIBIT B TO BOND PURCHASE AGREEMENT

,2017

Bass Berry & Sims
900 South Gay Street, Suite 1700
Knoxville, Tennessee 37902

Ladies and Gentlemen:

Re:  City of Knoxville, Tennessee acting on behalf of the Knoxville Utilities
Board $13,500,000 Wastewater System Revenue Refunding Bonds,
Series 2017A

Ladies and Gentlemen:

You have requested that the undersigned, General Counsel to the Knoxville Utilities Board of the
City of Knoxville, Tennessee ("KUB"), render this opinion in connection with the execution, delivery and
sale of the captioned bonds (the "Bonds"), the proceeds of which will be used to refinance the outstanding
principal amount of the City's outstanding Wastewater System Revenue Refunding Bonds, Series 2005B,
dated August 10, 2005, maturing April 1, 2018 and thereafter.

It is our opinion that KUB is duly established and validly existing pursuant to the Charter of the
City of Knoxville, Tennessee (the "Municipality"), and, pursuant to said Charter and the wastewater

system of the Municipality (the "System") is under the jurisdiction, control and management of KUB.

The undersigned does hereby certify that no litigation of any nature is now pending or, to our
knowledge, threatened

(1) seeking to restrain or enjoin the issuance, sale, execution or delivery of the Bonds;
2) seeking to restrain or enjoin the charging of sufficient rates to pay the cost of operating,
maintaining, repairing and insuring the System and to pay principal of and interest on the Bonds and all

outstanding obligations payable from the revenues of the System;

3) in any manner questioning the proceedings or authority pursuant to which the Bonds are
authorized or issued or such rates are charged;

4) in any manner questioning or relating to the validity of the Bonds;

%) contesting in any way the completeness or accuracy of the Official Statement prepared
and distributed in connection with the sale of the Bonds;
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(6) in any way contesting the corporate existence or boundaries of the Municipality, except
for various pending actions challenging past or present annexation efforts of the Municipality, which will
have no material adverse effect on the revenues of the System;

(7 contesting the title of the present officers of KUB to their respective offices; or

(8) contesting the powers of KUB or the authority of KUB with respect to the Bonds, or
proceedings authorizing the Bonds, or any act to be done or document or certificate to be executed or
delivered in connection with the issuance and delivery of the Bonds.

Neither the voters of the Municipality nor its governing body nor the Board of Commissioners of
KUB have approved any special, local or private act or legislation passed by the General Assembly of the
State of Tennessee at its most recent session or any amendments to the Charter of the Municipality
affecting the power of the Municipality to issue the Bonds or pay the principal of, premium, if any, and
interest on the Bonds when due or affecting the power of the Board of Commissioners of KUB to manage
and control the System.

I hereby certify that and are the duly qualified, appointed and
acting Chair and Secretary, respectively, of the Board of Commissioners of KUB with full power to act as
such officers on behalf of KUB in connection with the execution and delivery of the Bonds.

Yours truly,
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EXHIBIT B

FORM OF REFUNDING ESCROW AGREEMENT

CITY OF KNOXVILLE, TENNESSEE
ACTING ON BEHALF OF KNOXVILLE UTILITIES BOARD
$13,500,000 WASTEWATER SYSTEM REVENUE REFUNDING BONDS, SERIES 2017A

REFUNDING ESCROW AGREEMENT

This Refunding Escrow Agreement is made and entered into as of the day of
, 201 __, by and between Knoxville Utilities Board ("KUB") acting on behalf of the City
of Knoxville, Tennessee (the "City") and , , Tennessee (the "Agent").

WITNESSETH:

WHEREAS, the Board of Commissioners (the "Board") of KUB has determined to provide for payment
of the City's outstanding Wastewater System Revenue Refunding Bonds, Series 2005B, dated August 10,
2005, maturing April 1, 2018 and thereafter (the "Refunded Bonds") by depositing in escrow with the
Agent funds that, with the investment income therefrom, will be sufficient to pay the principal of and
interest on the portion of the Refunded Bonds set forth on Exhibit A hereto; and

WHEREAS, in order to obtain the funds needed to refund the Refunded Bonds, the City has
authorized and issued its Wastewater System Revenue Refunding Bonds, Series 2017A, dated
, 2017 (the "Refunding Bonds"); and

WHEREAS, a portion of the proceeds derived from the sale of the Refunding Bonds and certain
funds of KUB, if any, will be deposited in escrow with the Agent hereunder and applied to the purchase
of certain securities described herein, the principal amount thereof together with interest thereon to
mature at such times and in such amounts as shall be sufficient to pay when due all of the principal of,
premium, if any, and interest on the Refunded Bonds identified on Exhibit A; and

WHEREAS, in order to create the escrow hereinabove described, provide for the deposit of the
proceeds of the Refunding Bonds and the application thereof, and provide for the payment of the
Refunded Bonds, the parties hereto do hereby enter into this Agreement;

NOW, THEREFORE, KUB, in consideration of the foregoing and the mutual covenants herein
set forth and in order to secure the payment of the Refunded Bonds according to their tenor and effect,
does by these presents hereby grant, warrant, demise, release, convey, assign, transfer, alien, pledge, set
over and confirm, to the Agent, and to its successors hereunder, and to it and its assigns forever, in
escrow, all and singular the property hereinafter described to wit:
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DIVISION I

All right, title and interest of KUB and the City in and to $ derived from the
proceeds of the sale of the Refunding Bonds and $ derived from other funds of KUB.
DIVISION II

All right, title and interest of KUB and the City in and to the Government Securities purchased
with the funds described in Division I hereof and to all income, earnings and increment derived from or
accruing to the Government Securities.

DIVISION III

Any and all other cash or eligible investments from time to time hereafter, by delivery or by
writing of any kind, conveyed, pledged, assigned or transferred in escrow hereunder by KUB or by
anyone in its behalf to the Agent, which is hereby authorized to receive the same at any time to be held in
escrow hereunder.

DIVISION IV

Any other cash or eligible investments that is by the express provisions of this Agreement
required to be subject to the pledge hereof and any additional property that may, from time to time
hereafter, by delivery or by writing of any kind, be subject to the pledge hereof, by KUB or by anyone in
its behalf, and the Agent is hereby authorized to receive the same at any time to be held in escrow
hereunder.

TO HAVE AND TO HOLD, all and singular, the escrowed property, including all additional
property which by the terms hereof has or may become subject to this Agreement, unto the Agent, and its
successors and assigns, forever.

The escrowed property shall be held in escrow for the benefit and security of the owners from
time to time of the portion of the Refunded Bonds identified on Exhibit A; but if the principal of and
interest on the portion of the Refunded Bonds identified on Exhibit A shall be fully and promptly paid
when due in accordance with the terms hereof, then this Agreement shall be and become void and of no
further force and effect, otherwise the same shall remain in full force and effect, subject to the covenants
and conditions hereinafter set forth.

ARTICLE I
DEFINITIONS AND CONSTRUCTION

SECTION 1.1 Definitions. In addition to words and terms elsewhere defined in this Agreement,
the following words and terms as used in this Agreement shall have the following meanings, unless some

other meaning is plainly intended:

"Agent" means , , Tennessee, its successors and assigns;

"Agreement" means this Refunding Escrow Agreement;
"Board" means the Board of Commissioners of KUB;

"City" means the City of Knoxville, Tennessee;
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"Code" means the Internal Revenue Code of 1986, as amended, and any lawful regulations
promulgated thereunder;

"Escrow Fund" shall have the meaning ascribed to it in Section 2.1 hereof;
"Escrow Property," "escrow property" or "escrowed property" means the property, rights and
interest of KUB that are described in Divisions I through IV of this Agreement and hereinabove conveyed
in escrow to the Agent;

"Government Securities" means obligations and securities described in Section 9-21-1012,
Tennessee Code Annotated that are purchased pursuant to the terms of the Escrow Reinvestment
Agreement on this Agreement;

"KUB" means Knoxville Utilities Board, Knoxville, Tennessee;

"Refunded Bonds" means the City's Wastewater System Revenue Refunding Bonds, Series
2005B, dated August 10, 2005, maturing April 1, 2018 and thereafter;

"Refunding Bonds" means the City's Wastewater System Revenue Refunding Bonds, Series
2017A, dated ,2017;

"Written Request" means a request in writing signed by the President and Chief Executive Officer
of KUB, the Chief Financial Officer of KUB or by any other officer or official of KUB duly authorized
by KUB to act in their place.

SECTION 1.2 Construction. Words of the masculine gender shall be deemed and construed to
include correlative words of the feminine and neuter genders. Words importing the singular number shall
include the plural number and vice versa unless the context shall otherwise indicate. The word "person"
shall include corporations, associations, natural persons and public bodies unless the context shall
otherwise indicate. Reference to a person other than a natural person shall include its successors.

ARTICLE II
ESTABLISHMENT AND ADMINISTRATION OF FUNDS

SECTION 2.1 Creation of Escrow; Deposit of Funds. KUB hereby creates and establishes with
the Agent a special and irrevocable escrow composed of the Escrowed Property and hereby deposits with
the Agent and the Agent hereby acknowledges receipt of $ as described in Division |
hereof. The monies so deposited, together with investment income therefrom, is herein referred to as the
"Escrow Fund" and shall constitute a fund to be held by the Agent as a part of the Escrowed Property
created, established, and governed by this Agreement.

SECTION 2.2 Investment of Funds. The monies described in Section 2.1 hereof shall be held or
invested as follows:

(a) the amount of $ shall be used to purchase the Government
Securities described on Exhibit B attached hereto; and
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(b) the amount of $ shall be held as cash in a non-interest-bearing
account.

Except as provided in Sections 2.4 and 2.6 hereof, the investment income from the Government
Securities in the Escrow Fund shall be credited to the Escrow Fund and shall not be reinvested. The
Agent shall have no power or duty to invest any monies held hereunder or to make substitutions of
Government Securities held hereunder or to sell, transfer, or otherwise dispose of the Government
Securities acquired hereunder except as provided herein.

Section 2.3. Disposition of Escrow Funds. The Agent shall without further authorization or
direction from KUB collect the principal and interest on the Government Securities promptly as the same
shall fall due. From the Escrow Fund, to the extent that monies therein are sufficient for such purpose,
the Agent shall make timely payments to the paying agent or its successor, for the Refunded Bonds of
monies sufficient for the payment of the principal of and interest on the Refunded Bonds as the same shall
become due and payable. Amounts and dates of principal and interest payments and the name and
address of the paying agent with respect to the Refunded Bonds are set forth on Exhibit A. Payment on
the dates and to the paying agent in accordance with Exhibit A shall constitute full performance by the
Agent of its duties hereunder with respect to each respective payment. KUB represents and warrants that
the Escrow Fund, if held, invested and disposed of by the Agent in accordance with the provisions of this
Agreement, will be sufficient to make the foregoing payments. No paying agent fees, fees and expenses
of the Agent, or any other costs and expenses associated with the Refunding Bonds or the Refunded
Bonds shall be paid from the Escrow Fund, and KUB agrees to pay all such fees, expenses, and costs
from its legally available funds as such payments become due. When the Agent has made all required
payments of principal and interest on the Refunded Bonds to the paying agent as hereinabove provided,
the Agent shall transfer any monies or Government Securities then held hereunder to KUB and this
Agreement shall terminate.

Section 2.4. Excess Funds. Amounts held by the Agent, representing interest on the Government
Securities in excess of the amount necessary to make the corresponding payment of principal and/or
interest on the Refunded Bonds, shall be held by the Agent without interest and shall be applied before
any other Escrow Fund monies to the payment of the next ensuing principal and/or interest payment on
the Refunded Bonds. Upon retirement of all the Refunded Bonds, the Agent shall pay any excess
amounts remaining in the Escrow Fund to KUB.

Section 2.5. Reports. The Escrow Agent shall deliver to KUB a monthly report summarizing all
transactions relating to the Escrow Fund; and on or before the first day of August of each year shall
deliver to the Chief Financial Officer of KUB a report current as of June 30 of that year, which shall
summarize all transactions relating to the Escrow Fund effected during the immediately preceding fiscal
year of KUB and which also shall set forth all assets in the Escrow Fund as of June 30 and set forth
opening and closing balances thereof for that fiscal year.

Section 2.6 Investment of Moneys Remaining in Escrow Fund. The Agent may invest and
reinvest any monies remaining from time to time in the Escrow Fund until such time as they are needed.

Such monies shall be invested in Government Securities, maturing no later than the next interest payment
date of the Refunded Bonds, or for such periods or at such interest rates as the Agent shall be directed by
Written Request, provided, however, that KUB shall furnish the Agent, as a condition precedent to such
investment, with an opinion from nationally recognized bond counsel stating that such reinvestment of
such monies will not, under the statutes, rules and regulations then in force and applicable to obligations
issued on the date of issuance of the Refunding Bonds, cause the interest on the Refunding Bonds or the
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Refunded Bonds not to be excluded from gross income for federal income tax purposes and that such
investment is not inconsistent with the statutes and regulations applicable to the Refunding Bonds and
Refunded Bonds. Any interest income resulting from reinvestment of monies pursuant to this Section 2.6
shall be applied first to the payment of principal of and interest on the Refunded Bonds to the extent the
Escrow is or will be insufficient to retire the Refunded Bonds as set forth on Exhibit A and any excess
shall be paid to KUB to be applied to the payment of the Refunding Bonds or the expenses of issuance
thereof.

Section 2.7. Irrevocable Escrow Created. The deposit of monies, Government Securities,
matured principal amounts therecof, and investment proceeds therefrom in the Escrow Fund shall
constitute an irrevocable deposit of said monies and Government Securities for the benefit of the holders
of the Refunded Bonds, except as provided herein with respect to amendments permitted under Section
4.1 hereof. All the funds and accounts created and established pursuant to this Agreement shall be and
constitute escrow funds for the purposes provided in this Agreement and shall be kept separate and
distinct from all other funds of KUB and the Agent and used only for the purposes and in the manner
provided in this Agreement.

Section 2.8. Redemption of Refunded Bonds. The Refunded Bonds shall be redeemed as stated
on Exhibits C-1. C-2 and C-3 attached hereto.

ARTICLE III
CONCERNING THE AGENT

SECTION 3.1 Appointment of Agent. KUB hereby appoints the Agent as escrow agent under
this Agreement.

SECTION 3.2 Acceptance by Agent. By execution of this Agreement, the Agent accepts the
duties and obligations as Agent hereunder. The Agent further represents that it has all requisite power,
and has taken all corporate actions necessary to execute the escrow hereby created.

SECTION 3.3 Liability of Agent. The Agent shall be under no obligation to inquire into or be
in any way responsible for the performance or nonperformance by KUB or any paying agent of its
obligations, or to protect any of KUB's rights under any bond proceedings or any of KUB's other
contracts with or franchises or privileges from any state, county, municipality or other governmental
agency or with any person. The Agent shall not be liable for any act done or step taken or omitted to be
taken by it, or for any mistake of fact or law, or anything which it may do or refrain from doing, except
for its own gross negligence or willful misconduct in the performance or nonperformance of any
obligation imposed upon it hereunder. The Agent shall not be responsible in any manner whatsoever for
the recitals or statements contained herein or in the Refunded Bonds or in the Refunding Bonds or in any
proceedings taken in connection therewith, but they are made solely by KUB. The Agent shall have no
lien whatsoever upon any of the monies or investments in the Escrow Fund for the payment of fees and
expenses for services rendered by the Agent under this Agreement.

The Agent shall not be liable for the accuracy of the calculations as to the sufficiency of Escrow
Fund monies and Government Securities and the earnings thereon to pay the Refunded Bonds. So long as
the Agent applies any monies, the Government Securities and the interest earnings therefrom to pay the
Refunded Bonds as provided herein, and complies fully with the terms of this Agreement, the Agent shall
not be liable for any deficiencies in the amounts necessary to pay the Refunded Bonds caused by such
calculations. The Agent shall not be liable or responsible for any loss resulting from any investment
made pursuant to this Agreement and in full compliance with the provisions hereof.
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In the event of the Agent's failure to account for any of the Government Securities or monies
received by it, said Government Securities or monies shall be and remain the property of KUB in escrow
for the benefit of the holders of the Refunded Bonds, as herein provided, and if for any improper reason
such Government Securities or monies are applied to purposes not provided for herein or misappropriated
by the Agent, the assets of the Agent shall be impressed with a trust for the amount thereof until the
required application of such funds shall be made or such funds shall be restored to the Escrow Fund.

SECTION 3.4 Permitted Acts. The Agent and its affiliates may become the owner of or may
deal in the Refunding Bonds or Refunded Bonds as fully and with the same rights as if it were not the
Agent.

SECTION 3.5 Exculpation of Funds of Agent. Except as set forth in Section 3.3, none of the
provisions contained in this Agreement shall require the Agent to use or advance its own funds or
otherwise incur personal financial liability in the performance of any of its duties or the exercise of any of
its rights or powers hereunder. The Agent shall be under no liability for interest on any funds or other
property received by it hereunder, except as herein expressly provided.

SECTION 3.6 No Redemption or Acceleration of Maturity. The Agent will not pay any of the
principal of or interest on the Refunded Bonds, except as provided in Exhibit A attached hereto and will
not redeem or accelerate the maturity of any of the Refunded Bonds.

SECTION 3.7 Qualifications of Agent. There shall at all times be an Agent hereunder that shall
be a corporation or banking association organized and doing business under the laws of the United States
or any state, located in the State of Tennessee, authorized under the laws of its incorporation to exercise
the powers herein granted, having a combined capital, surplus, and undivided profits of at least
$75,000,000 and subject to supervision or examination by federal or state authority. If such corporation
or association publishes reports of condition at least annually, pursuant to law or to the requirements of
any supervising or examining authority above referred to, then for the purposes of this paragraph the
combined capital, surplus, and undivided profits of such corporation or association shall be deemed to be
its combined capital, surplus, and undivided profits as set forth in its most recent report of condition as
published. In case at any time the Agent shall cease to be eligible in accordance with the provisions of
this section, the Agent shall resign immediately in the manner and with the effect specified herein.

SECTION 3.8 Resignation of Agent. The Agent may at any time resign by giving direct written
notice to KUB and by giving the holders of the Refunded Bonds notice by first-class mail of such
resignation. Upon receiving such notice of resignation, KUB shall promptly appoint a successor escrow
agent in the manner provided in the resolution authorizing the Refunding Bonds. If no successor escrow
agent shall have been appointed and have accepted appointment within thirty (30) days after the
publication of such notice of resignation, the resigning Agent may petition any court of competent
jurisdiction located in Knox County, Tennessee, for the appointment of a successor, or any holder of the
Refunded Bonds may, on behalf of himself and others similarly situated, petition any such court for the
appointment of a successor. Such court may thereupon, after such notice, if any, as it may deem proper,
appoint a successor meeting the qualifications set forth in Section 3.7. The Agent shall serve as escrow
agent hereunder until its successor shall have been appointed and such successor shall have accepted the
appointment.
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SECTION 3.9 Removal of Agent. In case at any time the Agent shall cease to be eligible in
accordance with the provisions of Section 3.8 hereof and shall fail to resign after written request therefor
by KUB or by any holder of the Refunded Bonds, or the Agent shall become incapable of acting, shall be
adjudged a bankrupt or insolvent or a receiver of the Agent or any of its property shall be appointed, or
any public officer shall take charge or control of the Agent or its property or affairs for the purpose of
rehabilitation, conservation, or liquidation, then in any such case, the Board may remove the Agent and
appoint a successor in the manner provided in the resolution authorizing the Refunding Bonds or any such
bondholder may, on behalf of himself and all others similarly situated, petition any court of competent
jurisdiction situated in Knox County, Tennessee for the removal of the Agent and the appointment of a
successor. Such court may thereupon, after such notice, if any, as it may deem proper, remove the Agent
and appoint a successor who shall meet the qualifications set forth in Section 3.8. Unless incapable of
serving, the Agent shall serve as escrow agent hereunder until its successor shall have been appointed and
such successor shall have accepted the appointment.

The holders of a majority in aggregate principal amount of all the Refunded Bonds at any time
outstanding may at any time remove the Agent and appoint a successor by an instrument or concurrent
instruments in writing signed by such bondholders and presented, together with the successor's
acceptance of appointment, to KUB and the Agent.

Any resignation or removal of the Agent and appointment of a successor pursuant to any of the
provisions of this Agreement shall become effective upon acceptance of appointment by the successor as
provided in Section 3.10 hereof.

SECTION 3.10 Acceptance by Successor. Any successor escrow agent appointed as provided in
this Agreement shall execute, acknowledge and deliver to KUB and to its predecessor an instrument
accepting such appointment hereunder and agreeing to be bound by the terms hereof, and thereupon the
resignation or removal of the predecessor shall become effective and such successor, without any further
act, deed or conveyance, shall become vested with all the rights, powers, duties and obligations of its
predecessor, with like effect as if originally named as Agent herein; but, nevertheless, on Written Request
of KUB or the request of the successor, the predecessor shall execute and deliver an instrument
transferring to such successor all rights, powers and escrow property of the predecessor. Upon request of
any such successor, KUB shall execute any and all instruments in writing for more fully and certainly
vesting in and confirming to such successor all such rights, powers and duties. No successor shall accept
appointment as provided herein unless at the time of such acceptance such successor shall be eligible
under the provisions of Section 3.7 hereof.

Any corporation into which the Agent may be merged or with which it may be consolidated, or
any corporation resulting from any merger or consolidation to which the Agent shall be a party, or any
corporation succeeding to the business of the Agent, shall be the successor of the Agent hereunder
without the execution or filing of any paper or any further act on the part of any of the parties hereto,
anything herein to the contrary notwithstanding, provided that such successor shall be eligible under the
provisions of Section 3.7 hereof.

SECTION 3.11 Payment to Agent. KUB agrees to pay the Agent, as reasonable and proper
compensation under this Agreement, a one-time fee of $ . The Agent shall be entitled to
reimbursement of all advances, counsel fees and expenses, and other costs made or incurred by the Agent
in connection with its services and/or its capacity as Agent or resulting therefrom. In addition, KUB
agrees to pay to the Agent all out-of-pocket expenses and costs of the Agent incurred by the Agent in the
performance of its duties hereunder, including all publication, mailing and other expenses associated with
the redemption of the Refunded Bonds; provided, however, that KUB agrees, to the extent permitted by
law, to indemnify the Agent and hold it harmless against any liability (unless such liability is due to the
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gross negligence or willful misconduct of the Agent) which it may incur while acting in good faith in its
capacity as Agent under this Agreement, including, but not limited to, any court costs and attorneys' fees,
and such indemnification shall be paid from available funds of KUB and shall not give rise to any claim
against the Escrow Fund.

ARTICLE 1V
MISCELLANEOUS

SECTION 4.1 Amendments to this Agreement. This Agreement is made for the benefit of
KUB, the holders from time to time for the Refunded Bonds, and it shall not be repealed, revoked, altered
or amended without the written consent of all such holders, the Agent and KUB; provided, however, that
KUB and the Agent may, without the consent of, or notice to, such holders, enter into such agreements
supplemental to this Agreement as shall not adversely affect the rights of such holders and as shall not be
inconsistent with the terms and provisions of this Agreement, for any one or more of the following
purposes:

(a) to cure any ambiguity or formal defect or omission in this Agreement;

(b) to grant to, or confer upon, the Agent for the benefit of the holders of the
Refunded Bonds, any additional rights, remedies, powers or authority that may lawfully be
granted to, or conferred upon, such holders or the Agent; and

(©) to subject to this Agreement additional funds, securities or properties.

The Agent shall be entitled to rely exclusively upon an unqualified opinion of nationally
recognized bond counsel with respect to compliance with this Section, including the extent, if any, to
which any change, modification, addition or elimination affects the rights of the holders of the Refunded
Bonds, or that any instrument executed hereunder complies with the conditions and provisions of this
Section.

Notwithstanding the foregoing or any other provision of this Agreement, upon Written Request
and upon compliance with the conditions hereinafter stated, but only with the consent of the Provider, the
Agent shall have the power to and shall, in simultaneous transactions, sell, transfer, otherwise dispose of
or request the redemption of all or any portion of the Government Securities held hereunder and to
substitute therefor direct obligations of, or obligations the principal of and interest on which are fully
guaranteed by the United States of America, subject to the condition that such monies or securities held
by the Agent shall be sufficient to pay principal of and interest on the Refunded Bonds. KUB hereby
covenants and agrees that it will not request the Agent to exercise any of the powers described in the
preceding sentence in any manner which will cause the Refunding Bonds to be arbitrage bonds within the
meaning of Section 148 of the Code in effect on the date of such request and applicable to obligations
issued on the issue date of the Refunding Bonds. The Agent shall purchase such substituted securities
with the proceeds derived from the maturity, sale, transfer, disposition or redemption of the Government
Securities held hereunder or from other monies available. The transactions may be effected only if there
shall have been submitted to the Agent: (1) an independent verification by a nationally recognized
independent certified public accounting firm concerning the adequacy of such substituted securities with
respect to principal and the interest thereon and any other monies or securities held for such purpose to
pay when due the principal of and interest on the Refunded Bonds in the manner required by the
proceedings which authorized their issuance; and (2) an opinion from nationally recognized bond counsel
to the effect that the disposition and substitution or purchase of such securities will not, under the statutes,
rules and regulations then in force and applicable to obligations issued on the date of issuance of the
Refunding Bonds, cause the interest on the Refunding Bonds not to be exempt from Federal income
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taxation. Any surplus monies resulting from the sale, transfer, other disposition or redemption of the
Government Securities held hereunder and the substitutions therefor of direct obligations of, or
obligations the principal of and interest on which is fully guaranteed by, the United States of America,
shall be released from the Escrow Fund and shall be transferred to KUB.

SECTION 4.2 Severability. If any provision of this Agreement shall be held or deemed to be
invalid or shall, in fact, be illegal, inoperative or unenforceable, the same shall not affect any other
provision or provisions herein contained or render the same invalid, inoperative or unenforceable to any
extent whatever.

SECTION 4.3 Governing Law. This Agreement shall be governed and construed in accordance
with the laws of the State of Tennessee.

SECTION 4.4 Notices. Any notice, request, communication or other paper shall be sufficiently
given and shall be deemed given when delivered or mailed by Registered or Certified Mail, postage
prepaid, or sent by telegram as follows:

To KUB:

Chief Financial Officer
Knoxville Utilities Board
445 Gay Street

Knoxville, Tennessee 37902

To the Agent:

KUB and the Agent may designate in writing any further or different addresses to which
subsequent notices, requests, communications or other papers shall be sent.

SECTION 4.5 Agreement Binding. All the covenants, promises and agreements in this
Agreement contained by or on behalf of the parties shall bind and inure to the benefit of their respective
successors and assigns, whether so expressed or not.

SECTION 4.6 Termination. This Agreement shall terminate when all transfers and payments
required to be made by the Agent under the provisions hereof shall have been made.

SECTION 4.7 Execution by Counterparts. This Agreement may be executed in several
counterparts, all or any of which shall be regarded for all purposes as one original and shall constitute and
be but one and the same instrument.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, KUB has caused this Agreement to be signed in its name by its
President and Chief Executive Officer and attested by the Secretary of its Board of Commissioners, and
the Agent has caused this Agreement to be signed in its corporate name by its duly authorized officers, all
as of the day and date first above written.

CITY OF KNOXVILLE, TENNESSEE

by and through the
KNOXVILLE UTILITIES BOARD

By:

President and Chief Executive Officer

Secretary
Escrow Agent
By:
Title:
ATTEST:
Title:
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EXHIBIT A TO REFUNDING ESCROW AGREEMENT

Debt Service Schedule of the refunded Wastewater System Revenue Refunding Bonds, Series 2005B,
dated August 10, 2005, maturing April 1, 2018 and thereafter to the Redemption Date with name and
address of the Paying Agent and Date and Amount of Redemption

Payment Principal Principal Interest Redemption Total Debt
Date Payable Redeemed Payable Premium Service
Totals:

Paying Agent: Regions Bank
Nashville, Tennessee



EXHIBIT B TO REFUNDING ESCROW AGREEMENT

Government Securities

Par Amount Interest Rate Maturity Date

Cost of Securities: $
Cash: $
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EXHIBIT C TO REFUNDING ESCROW AGREEMENT

The outstanding Wastewater System Revenue Refunding Bonds, Series 2005B, dated August 10,
2005, maturing April 1, 2018 and thereafter (the "Refunded Bonds") of the City of Knoxville, Tennessee
shall be redeemed as provided in this Exhibit C. The Agent is hereby authorized and directed to give the
paying agent for the Refunded Bonds notice on or before to give notice of a
redemption to the holders of said Refunded Bonds in accordance with the resolution
authorizing the issuance of said Refunded Bonds.

NOTICE OF REDEMPTION

THE CITY OF KNOXVILLE, TENNESSEE
BY AND THROUGH THE
KNOXVILLE UTILITIES BOARD

NOTICE IS HEREBY GIVEN that the City of Knoxville, Tennessee (the "City"), by and through the
Knoxville Utilities Board, has elected to and does exercise its option to call and redeem on
, all of the City's outstanding bonds as follows:

Wastewater System Revenue Refunding Bonds, Series 2005B, dated August 10, 2005,
maturing April 1, 2018 and thereafter

The owners of the above-described Bonds are hereby notified to present the same to the principal
office of Regions Bank, Nashville, Tennessee, where redemption shall be made at the price of par plus
interest accrued to the redemption date. The redemption price will become due and payable on

upon each such Bond herein called for redemption and such Bonds shall not bear interest
beyond

Important Notice: Withholding of 28% of gross redemption proceeds of any payment made
within the United States may be required by the Economic Growth and Tax Relief Reconciliation Act of
2003 (the "Act"), unless the Paying Agent has the correct taxpayer identification number (social security
or employer identification number) or exemption certificate of the payee. Please furnish a properly
completed W-9 or exemption certificate or equivalent when presenting your securities.

REGIONS BANK
as Registration and Paying Agent
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A RESOLUTION SUPPLEMENTING RESOLUTION NO. 2075
ADOPTED BY THE CITY COUNCIL OF THE CITY OF
KNOXVILLE, TENNESSEE ON APRIL 20, 1954 ENTITLED "A
RESOLUTION PROVIDING FOR THE ISSUANCE OF WATER
REVENUE BONDS" SO AS TO PROVIDE FOR THE ISSUANCE OF
NOT TO EXCEED SIX MILLION AND NO/100 DOLLARS
($6,000,000) OF WATER SYSTEM REVENUE REFUNDING
BONDS, SERIES FF-2017.

RESOLUTION NO:

REQUESTED BY:

PREPARED BY:

APPROVED AS TO FORM

CORRECTNESS:

Law Director

FINANCIAL IMPACT STATEMENT:

Director of Finance

APPROVED:

APPROVED AS AN

EMERGENCY MEASURE:

MINUTE BOOK




WHEREAS, the City of Knoxville (the "City"), pursuant to a resolution entitled "A Resolution
Providing for the Issuance of Water Revenue Bonds," being Resolution No. 2075 of the City Council
adopted April 20, 1954 (which resolution as heretofore amended is hereinafter sometimes referred to as
"Resolution No. 2075"), authorized an issue of Water Revenue Bonds; and

WHEREAS, pursuant to Resolution No. 2075, and for the purpose of financing the cost of the
extensions and improvements of the City's water distribution system (the "System") and the refinancing of
indebtedness issued for that purpose, the City issued Water Revenue Bonds, the series of which, the
amount issued, and the amount outstanding as of January 1, 2017 are as follows:

Amount Amount
Series Issued Outstanding
S-2005 $ 8,865,000 $ 6,295,000
T-2007 $25,000,000 $ 750,000
U-2009 $25,000,000 $ 2,750,000
W-2011 $25,000,000 $22,800,000
X-2012 $10,050,000 $ 8,665,000
Y-2013 $ 9,285,000 $ 8,970,000
Z-2013 $25,000,000 $23,675,000
AA-2014 $ 8,000,000 $ 7,725,000
BB-2015 $23,005,000 $22,835,000
CC-2015 $20,000,000 $19.650,000
DD-2016 $25,000,000 $25,000,000
EE-2016 $20,875,000 $20,875,000

WHEREAS, it is desirable that an additional series of bonds be issued to refinance the
outstanding principal amount of the City's outstanding Water System Revenue Refunding Bonds, Series
S-2005, dated August 10, 2005, maturing March 1, 2018 and thereafter (the "Refunded Bonds"),
including the payment of legal, fiscal and administrative costs incident thereto and incident to the
issuance and sale of the bonds, pursuant to the authority of Resolution No. 2075 and pursuant to the
authority of this resolution; and

WHEREAS, the Board of Commissioners (the "Board") of the Knoxville Utilities Board ("KUB")
has duly adopted a resolution requesting the City Council of the City to adopt this resolution authorizing
the issuance of bonds for the purposes and in the manner hereinafter more fully stated; and

WHEREAS, the plan of refunding for the Refunded Bonds has been submitted to the State
Director of State and Local Finance (the "State Director") as required by Section 9-21-903, Tennessee
Code Annotated, as amended, and she has acknowledged receipt thereof to the City and KUB and
submitted her report thereon to the City and KUB, and such report has been provided to members of the
City Council of the City; and

WHEREAS, it is the intention of the City Council of the City to adopt this resolution for the
purpose of authorizing not to exceed $6,000,000 in aggregate principal amount of water revenue
refunding bonds for the purposes described above, establishing the terms of such bonds, providing for the
issuance, sale and payment of the bonds and disposition of proceeds therefrom, and collection of revenues
from the System and the application thereof to the payment of principal of, premium, if any, and interest
on said bonds.

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Knoxville, Tennessee, as
follows:
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Section 1. Authority. The bonds authorized by this resolution are issued pursuant to Sections 7-
34-101 et seq. and 9-21-101 et seq., Tennessee Code Annotated, and other applicable provisions of law.

Section 2. Definitions. Capitalized terms used herein and not defined in this Section 2 shall have
the meanings ascribed to them in the 1954 Resolution (as hereinbelow defined). The following terms
shall have the following meanings in this resolution unless the text expressly or by necessary implication
requires otherwise.

(a) "Board" shall mean the Board of Commissioners of the Knoxville Utilities Board;

(b) "Bond Purchase Agreement" means a Bond Purchase Agreement, dated as of the sale of
the Series FF-2017 Bonds, entered into by and between KUB and the Underwriter, in substantially the
form of the document attached hereto as Exhibit A, subject to such changes as permitted by Section 10
hereof, as approved by the President and Chief Executive Officer of KUB, consistent with the terms of
this resolution;

() "Book-Entry Form" or "Book-Entry System" means a form or system, as applicable,
under which physical Bond certificates in fully registered form are issued to a Depository, or to its
nominee as Registered Owner, with the certificated Bonds being held by and "immobilized" in the
custody of such Depository, and under which records maintained by persons, other than the City, KUB or
the Registration Agent, constitute the written record that identifies, and records the transfer of, the
beneficial "book-entry" interests in those Bonds;

(d) "City" shall mean the City of Knoxville, Tennessee;

(e) "Code" shall mean the Internal Revenue Code of 1986, as amended, and any lawful
regulations promulgated or proposed thereunder;

® "Depository" means any securities depository that is a clearing agency under federal laws
operating and maintaining, with its participants or otherwise, a Book-Entry System, including, but not
limited to, DTC;

(2) "DTC" means the Depository Trust Company, a limited purpose company organized
under the laws of the State of New York, and its successors and assigns;

(h) "DTC Participant(s)" means securities brokers and dealers, banks, trust companies and
clearing corporations that have access to the DTC system;

(1) "Governing Body" shall mean the City Council of the City;
() "KUB" shall mean the Knoxville Utilities Board;

(k) "1954 Resolution" shall mean Resolution No. 2075 of the Governing Body, adopted
April 20, 1954, as amended and supplemented by Resolution No. 3633 of the Governing Body adopted
March 19, 1968; Resolution No. R-26-88, adopted February 9, 1988; Resolution No. R-318-90, adopted
October 30, 1990; Resolution No. R-470-92, adopted October 13, 1992; Resolution No. R-474-93,
adopted October 26, 1993; Resolution No. R-8-98, adopted January 27, 1998; Resolution No. R-65-01
adopted February 20, 2001; Resolution No. R-151-01, adopted March 20, 2001; Resolution No. R-482-
01, adopted October 30, 2001; Resolution No. R-57-04, adopted March 2, 2004, Resolution No. R-263-
05, adopted July 5, 2005, Resolution No. R-346-07, adopted August 28, 2007, Resolution No. R-211-09,
adopted June 30, 2009, Resolution No. R-133-10 adopted May 4, 2010, Resolution No. R-285-2011
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adopted October 4, 2011, Resolution No. R-337-2011 adopted December 13, 2011, Resolution No. R-
323-2012 adopted November 13, 2012, Resolution No. R-243-2013 adopted July 23, 2013, Resolution
No. R-214-2014 adopted June 24, 2014, Resolution No. R-83-2015 adopted March 3, 2015, Resolution
No. R-127-2015 adopted March 31, 2015, Resolution No. R-127-2015 adopted March 31, 2015 and
Resolution No. R-316-2016 adopted June 21, 2016, and Resolution No. R-318-2016, adopted June 21,
2016 authorizing the issuance from time-to-time of series of revenue bonds of the City payable from
revenues of the System on a parity with any bonds issued pursuant to its provisions;

Q) "Outstanding Bonds" shall mean the City's outstanding Water System Revenue
Refunding Bonds, Series S-2005, dated August 10, 2005, maturing March 1, 2017 and thereafter to the
extent not refunded by the Series FF-2017 Bonds, the City's outstanding Water System Revenue Bonds,
Series T-2007, dated November 1, 2007, maturing March 1, 2017, the City's outstanding Water System
Revenue Bonds, Series U-2009, dated November 12, 2009, maturing March 1, 2017 and thereafter, the
City's outstanding Water System Revenue Bonds, Series W-2011, dated December 1, 2011, maturing
March 1, 2017 and thereafter, the City's outstanding Water System Revenue Refunding Bonds, Series X-
2012, dated April 20, 2012, maturing March 1, 2017 and thereafter, the City's outstanding Water System
Revenue Refunding Bonds, Series Y-2013, dated March 15, 2013, maturing March 1, 2017 and thereafter,
the City's outstanding Water System Revenue Bonds, Series Z-2013, dated October 1, 2013, maturing
March 1, 2017 and thereafter, the City's outstanding Water System Revenue Bonds, Series AA-2014,
dated September 18, 2014, maturing March 1, 2017 and thereafter, the City's outstanding Water System
Revenue Refunding Bonds, Series BB-2015, dated May 1, 2015, maturing March 1, 2017 and thereafter,
the City's outstanding Water System Revenue Bonds, Series CC-2015, dated May 20, 2015, maturing
March 1, 2017 and thereafter, the City's outstanding Water System Revenue Bonds, Series DD-2016,
dated August 5, 2016, maturing March 1, 2017 and thereafter and the City's outstanding Water System
Revenue Refunding Bonds, Series EE-2016, dated August 5, 2016, maturing March 1, 2018 and
thereafter;

(m) "Parity Bonds" shall mean any bonds issued on a parity with the Series FF-2017 Bonds
and the Outstanding Bonds pursuant to the 1954 Resolution;

(n) "Refunded Bonds" shall mean those portions of the City's outstanding Water System
Revenue Refunding Bonds, Series S-2005, dated August 10, 2005, maturing March 1, 2018 and thereafter
that are selected for refunding pursuant to Section 10 hereof;

(o) "Refunding Escrow Agent" shall mean the refunding escrow agent under the Refunding
Escrow Agreement as shall be designated by the President and Chief Executive Officer of KUB, or any
successor thereunder pursuant to the terms thereof;

(p) "Refunding Escrow Agreement" shall mean the Refunding Escrow Agreement, dated as
of the date of the Series FF-2017 Bonds that is authorized to be entered into by and between KUB and the
Refunding Escrow Agent in substantially the form attached hereto as Exhibit B, subject to such changes
therein as shall be permitted by Section 13 hereof;

(9 "Registration Agent" shall mean the registration and paying agent for the Series FF-2017
Bonds designated by the President and Chief Executive Officer of KUB, or any successor as designated
by the Board;

(r) "Series FF-2017 Bonds" shall mean the City's Water System Revenue Refunding Bonds,
Series FF-2017, dated the date of their issuance, or such other date as shall be determined by the Board
pursuant to Section 10 hereof, authorized to be issued by the 1954 Resolution and this resolution in an
aggregate principal amount not to exceed $6,000,000;
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(s) "State" shall mean the State of Tennessee; and

) "Underwriter" shall mean an investment banking firm qualified to underwrite bonds such
as the Series FF-2017 Bonds in the State of Tennessee selected by the President and Chief Executive
Officer of KUB.

Section 3. Declarations. It is hereby determined that all requirements of the 1954 Resolution
have been or will have been met upon the issuance of the Series FF-2017 Bonds so that the Series FF-
2017 Bonds will be issued as Parity Bonds.

Section 4. Findings of the Governing Body. It is hereby found and determined by the Governing
Body as follows:

(a) The refunding of the Refunded Bonds as set forth herein through the issuance of the
Series FF-2017 Bonds will result in a reduction in debt service payable by the City and KUB over the
term of the Refunded Bonds, thereby effecting a cost savings to the System; and

(b) It is advantageous to the City and KUB to deposit a portion of the proceeds from the sale
of the Series FF-2017 Bonds and other funds of KUB, if any, with the Refunding Escrow Agent pursuant
to the Refunding Escrow Agreement which, together with investment income thereon, will be sufficient to
pay principal of, premium, if any, and interest on the Refunded Bonds, provided, that KUB may dispense
with the use of a Refunding Escrow Agreement to the extent permitted by Section 13 hereof.

Section 5. Authorization and Terms of the Series FF-2017 Bonds. (a) For the purpose of
providing funds for the payment of principal of and premium and interest on the Refunded Bonds to the
earliest practicable optional redemption date thereof, including the payment of legal, fiscal and
administrative costs incident thereto and incident to the issuance and sale of the Series FF-2017 Bonds as
more fully set out in Section 10 hereof, there are hereby authorized to be issued revenue bonds of the City
in the aggregate principal amount of not to exceed $6,000,000. The Series FF-2017 Bonds shall be issued
in fully registered form, without coupons, shall be known as "Water System Revenue Refunding Bonds,
Series FF-2017" and shall be dated the date of their issuance or such other date as shall be determined by
the Board or the President and Chief Executive Officer of KUB as its designee pursuant to Section 10
hereof. The Series FF-2017 Bonds shall bear interest at a rate or rates not to exceed five percent (5.00%)
per annum, payable semi-annually on March 1 and September 1 in each year, commencing September 1,
2017 or such later date as is permitted pursuant to Section 10 hereof. The Series FF-2017 Bonds shall be
initially issued in $5,000 denominations or integral multiples thereof as shall be requested by the
purchaser thereof. The Series FF-2017 Bonds shall mature and be payable either serially or through
mandatory redemption on each March 1 in such years as is established by the Board or the President and
Chief Executive Officer of KUB as its designee pursuant to Section 10, provided that the final maturity
date shall not be later than March 1, 2027, and the Series FF-2017 Bonds shall not have an average
weighted maturity in excess of the average weighted maturity of the Refunded Bonds. The final maturity
schedule shall be established by the award resolution or certificate awarding the Series FF-2017 Bonds to
the successful purchaser thereof or in the Bond Purchase Agreement provided for in Section 10 if the
Series FF-2017 Bonds are sold by negotiated sale.

(b) Subject to adjustment pursuant to Section 10 hereof, the Series FF-2017 Bonds maturing
on or before March 1, 2026 shall mature without option of prior redemption. Series FF-2017 Bonds
maturing on March 1, 2027 and thereafter shall be subject to redemption prior to maturity at the option of
the City, acting through the Board, on or after March 1, 2026, as a whole or in part at any time at a
redemption price equal to the principal amount plus interest accrued to the redemption date.



If less than all the Series FF-2017 Bonds shall be called for redemption, the maturities to be
redeemed shall be selected by the Board in its discretion. If less than all the Series FF-2017 Bonds within
a single maturity shall be called for redemption, the interests within the maturity to be redeemed shall be
selected as follows:

(1) if the Series FF-2017 Bonds are being held under a Book-Entry System by DTC,
or a successor Depository, the amount of the interest of each DTC Participant in the Series FF-
2017 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

(i1) if the Series FF-2017 Bonds are not being held under a Book-Entry System by
DTC, or a successor Depository, the Series FF-2017 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.

(c) Pursuant to Section 10 hereof, KUB is authorized to sell the Series FF-2017 Bonds, or
any maturities thereof, as term bonds with mandatory redemption requirements corresponding to the
maturities set forth herein or as determined by KUB. In the event any or all the Series FF-2017 Bonds are
sold as term bonds, KUB shall redeem term bonds on redemption dates corresponding to the maturity
dates set forth in the award resolution or certificate awarding the Series FF-2017 Bonds, in amounts so as
to achieve an amortization of the indebtedness approved by the Board or the President and Chief
Executive Officer of KUB as its designee. DTC, as Depository for the Series FF-2017 Bonds, or any
successor Depository for the Series FF-2017 Bonds, shall determine the interest of each Participant in the
Series FF-2017 Bonds to be redeemed using its procedures generally in use at that time. If DTC, or
another securities depository is no longer serving as Depository for the Series FF-2017 Bonds, the Series
FF-2017 Bonds to be redeemed within a maturity shall be selected by the Registration Agent by lot or
such other random manner as the Registration Agent in its discretion shall select.

At its option, to be exercised on or before the forty-fifth (45th) day next preceding any such
redemption date, KUB may (i) deliver to the Registration Agent for cancellation Series FF-2017 Bonds to
be redeemed, in any aggregate principal amount desired, and/or (ii) receive a credit in respect of its
redemption obligation under this mandatory redemption provision for any Series FF-2017 Bonds of the
maturity to be redeemed which prior to said date have been purchased or redeemed (otherwise than
through the operation of this mandatory sinking fund redemption provision) and canceled by the
Registration Agent and not theretofore applied as a credit against any redemption obligation under this
mandatory sinking fund provision. Each Series FF-2017 Bond so delivered or previously purchased or
redeemed shall be credited by the Registration Agent at 100% of the principal amount thereof on the
obligation of KUB on such payment date and any excess shall be credited on future redemption
obligations in chronological order, and the principal amount of Series FF-2017 Bonds to be redeemed by
operation of this mandatory sinking fund provision shall be accordingly reduced. KUB shall on or before
the forty-fifth (45th) day next preceding each payment date furnish the Registration Agent with its
certificate indicating whether or not and to what extent the provisions of clauses (i) and (ii) of this
subsection are to be availed of with respect to such payment and confirm that funds for the balance of the
next succeeding prescribed payment will be paid on or before the next succeeding payment date.

(d) Notice of call for redemption, whether optional or mandatory, shall be given by the
Registration Agent not less than twenty (20) 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 FF-2017 Bonds to be
redeemed by first-class mail, postage prepaid, at the addresses shown on the bond 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 redemption of any of the
Series FF-2017 Bonds for which proper notice was given. The notice may state that it is conditioned
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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 FF-2017 Bonds, all redemption notices shall
be mailed by the Registration Agent to DTC, or such successor Depository, as the registered owner of the
Series FF-2017 Bonds, as and when above provided, and neither KUB, the City, 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 or Beneficial
Owner will not affect the validity of such redemption. The Registration Agent shall mail said notices, in
the case of term bonds with mandatory redemption requirements as and when provided herein and in the
Series FF-2017 Bonds and, in the case of optional redemption, as and when directed by the Board
pursuant to written instructions from an authorized representative of the Board given at least forty-five
(45) days prior to the redemption date (unless a shorter notice period shall be satisfactory to the
Registration Agent). From and after the redemption date, all Series FF-2017 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 herein. In the case of a Conditional Redemption,
the failure of the City or KUB 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 Bonds called for
redemption and not so paid remain outstanding.

(e) The Series FF-2017 Bonds shall be executed in such manner as may be prescribed by
applicable law, in the name, and on behalf, of the City with the manual or facsimile signature of the Chair
of the Board and attested by the manual or facsimile signature of the Secretary of the Board.

) The City hereby authorizes and directs the Board to appoint a Registration Agent and
paying agent for the Series FF-2017 Bonds, and the Registration Agent so appointed is authorized and
directed to maintain Bond registration records with respect to the Series FF-2017 Bonds, to authenticate
and deliver the Series FF-2017 Bonds as provided herein, either at original issuance, upon transfer, or as
otherwise directed by the Board, to effect transfers of the Series FF-2017 Bonds, to give all notices of
redemption as required herein, to make all payments of principal and interest with respect to the Series
FF-2017 Bonds as provided herein, to cancel and destroy the Series FF-2017 Bonds which have been paid
at maturity or upon earlier redemption or submitted for exchange or transfer, to furnish KUB at least
annually a certificate of destruction with respect to Series FF-2017 Bonds canceled and destroyed, and to
furnish KUB at least annually an audit confirmation of Bonds paid, Bonds outstanding and payments
made with respect to interest on the Series FF-2017 Bonds. The payment of all reasonable fees and
expenses of the Registration Agent for the discharge of its duties and obligations hereunder or under any
such agreement is hereby authorized and directed. The Board hereby delegates to the President and Chief
Executive Officer of KUB the authority to select and appoint the Registration Agent and any paying
agents for the Series FF-2017 Bonds and to select and appoint the Refunding Escrow Agent (as well as
any successors to any of the foregoing). The Chair of the Board is hereby authorized to execute and the
Secretary of the Board is hereby authorized to attest such written agreement between KUB and the
Registration Agent as they shall deem necessary or proper with respect to the obligations, duties and
rights of the Registration Agent.

(2) The Series FF-2017 Bonds shall be payable, principal and interest, in lawful money of the
United States of America at the principal corporate trust office of the Registration Agent. The
Registration Agent shall make all interest payments with respect to the Bonds on each interest payment
date directly to the registered owners as shown on the Bond registration records maintained by the
Registration Agent as of the close of business on the fifteenth day of the month next preceding the interest
payment date (the "Regular Record Date") by check or draft mailed to such owners at their addresses
shown on said Bond registration records, without, except for final payment, the presentation or surrender
of such registered Series FF-2017 Bonds, and all such payments shall discharge the obligations of KUB in
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respect of such Series FF-2017 Bonds to the extent of the payments so made. Payment of principal of the
Series FF-2017 Bonds shall be made upon presentation and surrender of such Series FF-2017 Bonds to
the Registration Agent as the same shall become due and payable. All rates of interest specified herein
shall be computed on the basis of a three hundred sixty (360) day year composed of twelve (12) months
of thirty (30) days each. In the event the Series FF-2017 Bonds are no longer registered in the name of
DTC, or a successor Depository, if requested by the Owner of at least $1,000,000 in aggregate principal
amount of the Series FF-2017 Bonds, payment of interest on such Series FF-2017 Bonds shall be paid by
wire transfer to a bank within the continental United States or deposited to a designated account if such
account is maintained with the Registration Agent and written notice of any such election and designated
account is given to the Registration Agent prior to the record date.

(h) Any interest on any Series FF-2017 Bond which is payable but is not punctually paid or
duly provided for on any interest payment date (hereinafter "Defaulted Interest") shall forthwith cease to
be payable to the registered owner on the relevant Regular Record Date; and, in lieu thereof, such
Defaulted Interest shall be paid to the persons in whose names the Series FF-2017 Bonds are registered at
the close of business on a date (the "Special Record Date") for the payment of such Defaulted Interest,
which shall be fixed in the following manner: KUB shall notify the Registration Agent in writing of the
amount of Defaulted Interest proposed to be paid on each Series FF-2017 Bond and the date of the
proposed payment, and at the same time KUB shall deposit with the Registration Agent an amount of
money equal to the aggregate amount proposed to be paid in respect of such Defaulted Interest or shall
make arrangements satisfactory to the Registration Agent for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the persons entitled to
such Defaulted Interest as in this Section 5 provided. Thereupon, not less than ten (10) days after the
receipt by the Registration Agent of the notice of the proposed payment, the Registration Agent shall fix a
Special Record Date for the payment of such Defaulted Interest which Date shall be not more than fifteen
(15) nor less than ten (10) days prior to the date of the proposed payment to the registered owners. The
Registration Agent shall promptly notify KUB of such Special Record Date and, in the name and at the
expense of KUB, not less than ten (10) days prior to such Special Record Date, shall cause notice of the
proposed payment of such Defaulted Interest and the Special Record Date therefor to be mailed, first class
postage prepaid, to each registered owner at the address thereof as it appears in the Bond registration
records maintained by the Registration Agent as of the date of such notice. Nothing contained in this
Section 5 or in the Series FF-2017 Bonds shall impair any statutory or other rights in law or in equity of
any registered owner arising as a result of the failure of KUB to punctually pay or duly provide for the
payment of principal of, premium, if any, and interest on the Series FF-2017 Bonds when due.

(1) The Series FF-2017 Bonds are transferable only by presentation to the Registration Agent
by the registered owner, or his legal representative duly authorized in writing, of the registered Series FF-
2017 Bond(s) to be transferred with the form of assignment on the reverse side thereof completed in full
and signed with the name of the registered owner as it appears upon the face of the Series FF-2017
Bond(s) accompanied by appropriate documentation necessary to prove the legal capacity of any legal
representative of the registered owner. Upon receipt of the Series FF-2017 Bond(s) in such form and with
such documentation, if any, the Registration Agent shall issue a new Series FF-2017 Bond or Series FF-
2017 Bonds to the assignee(s) in $5,000 denominations, or integral multiples thereof, as requested by the
registered owner requesting transfer. The Registration Agent shall not be required to transfer or exchange
any Series FF-2017 Bond during the period commencing on a Regular or Special Record Date and ending
on the corresponding interest payment date of such Series FF-2017 Bond, nor to transfer or exchange any
Series FF-2017 Bond after notice calling such Series FF-2017 Bond for redemption has been made, nor to
transfer or exchange any Series FF-2017 Bond during the period following the receipt of instructions
from KUB to call such Series FF-2017 Bond for redemption; provided, the Registration Agent, at its
option, may make transfers after any of said dates. No charge shall be made to any registered owner for
the privilege of transferring any Series FF-2017 Bond, provided that any transfer tax relating to such
transaction shall be paid by the registered owner requesting transfer. The person in whose name any
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Series FF-2017 Bond shall be registered shall be deemed and regarded as the absolute owner thereof for
all purposes and neither KUB nor the Registration Agent shall be affected by any notice to the contrary
whether or not any payments due on the Series FF-2017 Bonds shall be overdue. Series FF-2017 Bonds,
upon surrender to the Registration Agent, may, at the option of the registered owner, be exchanged for an
equal aggregate principal amount of Series FF-2017 Bonds of the same maturity in any authorized
denomination or denominations. This subsection shall be applicable only if the Series FF-2017 Bonds are
no longer held by a Depository, and as long as the Series FF-2017 Bonds are held by a Depository,
transfers of ownership interests in the Series FF-2017 Bonds shall be governed by the rules of the
Depository.

() Except as otherwise authorized herein, the Series FF-2017 Bonds shall be registered in
the name of Cede & Co., as nominee of DTC, which will act as the Depository for the Series FF-2017
Bonds except as otherwise provided herein. References in this Section 5 to a Series FF-2017 Bond or the
Series FF-2017 Bonds shall be construed to mean the Series FF-2017 Bond or the Series FF-2017 Bonds
that are held under the Book-Entry System. One Bond for each maturity of the Series FF-2017 Bonds
shall be issued to DTC and immobilized in its custody or a custodian of DTC. The Bond Registrar is a
custodian and agent for DTC, and the Series FF-2017 Bond will be immobilized in its custody. A Book-
Entry System shall be employed, evidencing ownership of the Series FF-2017 Bonds in authorized
denominations, with transfers of beneficial ownership effected on the records of DTC and the DTC
Participants pursuant to rules and procedures established by DTC.

Each DTC Participant shall be credited in the records of DTC with the amount of such DTC
Participant's interest in the Series FF-2017 Bonds. Beneficial ownership interests in the Series FF-2017
Bonds may be purchased by or through DTC Participants. The holders of these beneficial ownership
interests are hereinafter referred to as the "Beneficial Owners." The Beneficial Owners shall not receive
the Series FF-2017 Bonds representing their beneficial ownership interests. The ownership interests of
each Beneficial Owner shall be recorded through the records of the DTC Participant from which such
Beneficial Owner purchased its Series FF-2017 Bonds. Transfers of ownership interests in the Series FF-
2017 Bonds shall be accomplished by book entries made by DTC and, in turn, by DTC Participants acting
on behalf of Beneficial Owners. SO LONG AS CEDE & CO., AS NOMINEE FOR DTC, IS THE
REGISTERED OWNER OF THE SERIES FF-2017 BONDS, THE REGISTRATION AGENT SHALL
TREAT CEDE & CO., AS THE ONLY HOLDER OF THE SERIES FF-2017 BONDS FOR ALL
PURPOSES UNDER THIS RESOLUTION, INCLUDING RECEIPT OF ALL PRINCIPAL OF,
PREMIUM, IF ANY, AND INTEREST ON THE SERIES FF-2017 BONDS, RECEIPT OF NOTICES,
VOTING AND TAKING OR NOT TAKING, OR CONSENTING TO, CERTAIN ACTIONS UNDER
THIS RESOLUTION.

Payments of principal, interest, and redemption premium, if any, with respect to the Series FF-
2017 Bonds, so long as DTC is the only owner of the Series FF-2017 Bonds, shall be paid by the
Registration Agent directly to DTC or its nominee, Cede & Co. as provided in the Letter of
Representation relating to the Series FF-2017 Bonds from the City, acting by and through KUB, and the
Registration Agent to DTC (the "Letter of Representation"). DTC shall remit such payments to DTC
Participants, and such payments thereafter shall be paid by DTC Participants to the Beneficial Owners.
Neither the City, KUB nor the Registration Agent shall be responsible or liable for payment by DTC or
DTC Participants, for sending transaction statements or for maintaining, supervising or reviewing records
maintained by DTC or DTC Participants.

In the event that (1) DTC determines not to continue to act as Depository for the Series FF-2017
Bonds or (2) to the extent permitted by the rules of DTC, the Board determines to discontinue the Book-
Entry System, the Book-Entry System with DTC shall be discontinued. If the Board fails to identify
another qualified securities depository to replace DTC, the Board shall cause the Registration Agent to



authenticate and deliver replacement Series FF-2017 Bonds in the form of fully registered Series FF-2017
Bonds to each Beneficial Owner.

NEITHER THE CITY, KUB NOR THE REGISTRATION AGENT SHALL HAVE ANY
RESPONSIBILITY OR OBLIGATIONS TO ANY DTC PARTICIPANT OR ANY BENEFICIAL
OWNER WITH RESPECT TO (i) THE SERIES FF-2017 BONDS; (ii)) THE ACCURACY OF ANY
RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT; (iii) THE PAYMENT BY DTC
OR ANY DTC PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT OF THE PRINCIPAL OF AND INTEREST ON THE SERIES FF-2017 BONDS; (iv) THE
DELIVERY OR TIMELINESS OF DELIVERY BY DTC OR ANY DTC PARTICIPANT OF ANY
NOTICE DUE TO ANY BENEFICIAL OWNER THAT IS REQUIRED OR PERMITTED UNDER
THE TERMS OF THIS RESOLUTION TO BE GIVEN TO BENEFICIAL OWNERS, (v) THE
SELECTION OF BENEFICIAL OWNERS TO RECEIVE PAYMENTS IN THE EVENT OF ANY
PARTIAL REDEMPTION OF THE SERIES FF-2017 BONDS; OR (vi) ANY CONSENT GIVEN OR
OTHER ACTION TAKEN BY DTC, OR ITS NOMINEE, CEDE & CO., AS OWNER.

If the purchaser or Underwriter certifies that it intends to hold the Series FF-2017 Bonds for its
own account, then the City may issue, acting by and through KUB, certificated Bonds without the
utilization of DTC and the Book-Entry System.

(k) In case any Series FF-2017 Bond shall become mutilated, or be lost, stolen, or destroyed,
the City, acting by and through KUB, in its discretion, shall issue, and the Registration Agent, upon
written direction from KUB, shall authenticate and deliver, a new Series FF-2017 Bond of like tenor,
amount, maturity and date, in exchange and substitution for, and upon the cancellation of, the mutilated
Series FF-2017 Bond, or in lieu of and in substitution for such lost, stolen or destroyed Series FF-2017
Bond, or if any such Series FF-2017 Bond shall have matured or shall be about to mature, instead of
issuing a substituted Series FF-2017 Bond KUB may pay or authorize payment of such Series FF-2017
Bond without surrender thereof. In every case the applicant shall furnish evidence satisfactory to KUB
and the Registration Agent of the destruction, theft or loss of such Series FF-2017 Bond, and indemnity
satisfactory to KUB and the Registration Agent; and KUB may charge the applicant for the issue of such
new Series FF-2017 Bond an amount sufficient to reimburse KUB for the expense incurred by it in the
issue thereof.

)] The Registration Agent is hereby authorized to authenticate and deliver the Series FF-
2017 Bonds to DTC, on behalf of the initial purchaser thereof, or an agent of DTC, upon receipt by KUB
of the proceeds of the sale thereof and, subject to the rules of the Depository, and to authenticate and
deliver Series FF-2017 Bonds in exchange for Series FF-2017 Bonds of the same principal amount
delivered for transfer upon receipt of the Series FF-2017 Bond(s) to be transferred in proper form with
proper documentation as hereinabove described. The Series FF-2017 Bonds shall not be valid for any
purpose unless authenticated by the Registration Agent by the manual signature of an authorized
representative thereof on the certificate set forth herein on the Series FF-2017 Bond form.

(m) The Registration Agent is hereby authorized to take such action as may be necessary
from time to time to qualify and maintain the Series FF-2017 Bonds for deposit with DTC, including but
not limited to, wire transfers of interest and principal payments with respect to the Series FF-2017 Bonds,
utilization of electronic book entry data received from DTC in place of actual delivery of Series FF-2017
Bonds and provision of notices with respect to Series FF-2017 Bonds registered by DTC (or any of its
designees identified to the Registration Agent) by overnight delivery, courier service, telegram, telecopy
or other similar means of communication. No such arrangements with DTC may adversely affect the
interest of any of the Beneficial Owners of the Series FF-2017 Bonds, provided, however, that the
Registration Agent shall not be liable with respect to any such arrangements it may make pursuant to this
Section 5.
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Section 6. Source of Payment. The Series FF-2017 Bonds shall be payable solely from and be
secured by a pledge of the Net Revenues of the System as hereinafter provided and as provided in the
1954 Resolution on a parity and equality of lien with the Outstanding Bonds. The punctual payment of
principal of and interest on the Series FF-2017 Bonds, the Outstanding Bonds and any Parity Bonds shall
be secured equally and ratably by the Net Revenues of the System without priority by reason of series,
number or time of sale and delivery. The owners of the Series FF-2017 Bonds shall have no recourse to
the power of taxation of the City.

Section 7. Form of Series FF-2017 Bonds. The Series FF-2017 Bonds shall be in substantially
the following form, the omissions to be appropriately completed when the Series FF-2017 Bonds are
prepared and delivered:

(Form of Series FF-2017 Bond)

REGISTERED REGISTERED
Number $
UNITED STATES OF AMERICA
STATE OF TENNESSEE
COUNTY OF KNOX
CITY OF KNOXVILLE

WATER SYSTEM REVENUE REFUNDING BOND, SERIES FF-2017

Interest Rate: Maturity Date: Date of Bond: CUSIP No.:

Registered Owner:
Principal Amount:

KNOW ALL PERSONS BY THESE PRESENTS: That the City of Knoxville, a municipal
corporation lawfully organized and existing in Knox County, Tennessee (the "City"), acting by and
through the Knoxville Utilities Board ("KUB"), for value received hereby promises to pay to the
registered owner hereof, hereinabove named, or registered assigns, in the manner hereinafter provided,
the principal amount hereinabove set forth on the maturity date hereinabove set forth, or upon earlier
redemption, as set forth herein, and to pay interest (computed on the basis of a 360-day year of twelve 30-
day months) on said principal amount at the annual rate of interest hereinabove set forth from the date
hereof until said maturity date or redemption date, said interest being payable on September 1, 2017, and
semi-annually thereafter on the first day of March and September in each year until this Bond matures or
is redeemed. Both principal hereof and interest hereon are payable in lawful money of the United States
of America by check or draft at the designated corporate trust office of ,

, Tennessee, as registration agent and paying agent (the "Registration Agent"). The
Registration Agent shall make all interest payments with respect to this Bond by check or draft on each
interest payment date directly to the registered owner hereof shown on the bond registration records
maintained by the Registration Agent as of the close of business on the day which is the fifteenth (15th)
day of the month next preceding the interest payment date (the "Regular Record Date") by depositing said
payment in the United States mail, postage prepaid, addressed to such owner at such owner's address
shown on said bond registration records, without, except for final payment, the presentation or surrender
of this Bond, and all such payments shall discharge the obligations of the City and KUB to the extent of
the payments so made. Any such interest not so punctually paid or duly provided for on any interest
payment date shall forthwith cease to be payable to the registered owner on the relevant Regular Record
Date; and, in lieu thereof, such defaulted interest shall be payable to the person in whose name this Bond
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is registered at the close of business on the date (the "Special Record Date") for payment of such
defaulted interest to be fixed by the Registration Agent, notice of which shall be given to the owners of
the Bonds of the issue of which this Bond is one not less than ten (10) days prior to such Special Record
Date. Payment of principal of and premium, if any, on the Bonds shall be made when due upon
presentation and surrender of this Bond to the Registration Agent.

Except as otherwise provided herein or in the Resolution, as hereinafter defined, this Bond shall
be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York ("DTC"), which will act as securities depository for the Bonds of the series of which this Bond is
one. One Bond for each maturity of the Bonds shall be issued to DTC and immobilized in its custody or a
custodian of DTC. The Bond Registrar is a custodian and agent for DTC, and the Bond will be
immobilized in its custody. A book-entry system (the "Book-Entry System") shall be employed,
evidencing ownership of the Bonds in $5,000 denominations, or multiples thereof, with transfers of
beneficial ownership effected on the records of DTC and the DTC Participants, as defined in the
Resolution, pursuant to rules and procedures established by DTC. So long as Cede & Co., as nominee for
DTC, is the registered owner of the Bonds, the City, KUB and the Registration Agent shall treat Cede &
Co., as the only owner of the Bonds for all purposes under the Resolution, including receipt of all
principal of, premium, if any, and interest on the Bonds, receipt of notices, voting and requesting or
taking or not taking, or consenting to, certain actions hereunder. Payments of principal, maturity amounts,
interest, and redemption premium, if any, with respect to the Bonds, so long as DTC is the only owner of
the Bonds, shall be paid directly to DTC or its nominee, Cede & Co. DTC shall remit such payments to
DTC Participants, and such payments thereafter shall be paid by DTC Participants to the Beneficial
Owners, as defined in the Resolution. Neither the City, KUB, nor the Registration Agent shall be
responsible or liable for payment by DTC or DTC Participants, for sending transaction statements or for
maintaining, supervising or reviewing records maintained by DTC or DTC Participants. In the event that
(1) DTC determines not to continue to act as securities depository for the Bonds or (2) to the extent
permitted by the rules of DTC, the Board of Commissioners of KUB (the "Board") determines to
discontinue the Book-Entry System, the Book-Entry System with DTC shall be discontinued. If the
Board fails to identify another qualified securities depository to replace DTC, the Board shall cause the
Registration Agent to authenticate and deliver replacement Bonds in the form of fully registered Bonds to
each Beneficial Owner. Neither the City, KUB nor the Registration Agent shall have any responsibility or
obligations to any DTC Participant or any Beneficial Owner with respect to (i) the Bonds; (ii) the
accuracy of any records maintained by DTC or any DTC Participant; (iii) the payment by DTC or any
DTC Participant of any amount due to any Beneficial Owner in respect of the principal or maturity
amounts of and interest on the Bonds; (iv) the delivery or timeliness of delivery by DTC or any DTC
Participant of any notice due to any Beneficial Owner that is required or permitted under the terms of the
Resolution to be given to Beneficial Owners, (v) the selection of Beneficial Owners to receive payments
in the event of any partial redemption of the Bonds; or (vi) any consent given or other action taken by
DTC, or its nominee, Cede & Co., as owner.

The Bonds of the issue of which this Bond is one maturing on or before March 1, 2026 shall
mature without option of prior redemption. The Bonds maturing on March 1, 2027 and thereafter shall be
subject to redemption prior to maturity at the option of the City, acting through the Board, on or after
March 1, 2026, as a whole or in part at any time at a redemption price equal to the principal amount plus
interest accrued to the redemption date.

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

(1) if the Bonds are being held under a Book-Entry System by DTC, or a successor
Depository, the amount of the interest of each DTC Participant in the Bonds to be redeemed shall
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be determined by DTC, or such successor Depository, by lot or such other manner as DTC, or
such successor Depository, shall determine; or

(i1) if the Series Bonds are not being held under a Book-Entry System by DTC, or a
successor Depository, the 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. |

[Subject to the credit hereinafter provided, the City acting by and through KUB, shall redeem
Bonds maturing on the redemption dates set forth below opposite such maturity date, in aggregate
principal amounts equal to the respective dollar amounts set forth below opposite the redemption dates at
a price of par plus accrued interest thereon to the date of redemption. DTC, as securities depository for
the series of Bonds of which this Bond is one, or any successor Depository for the Bonds, shall determine
the interest of each Participant in the Bonds to be redeemed using its procedures generally in use at that
time. If DTC, or another securities depository is no longer serving as securities depository for the Bonds,
the Bonds to be redeemed within a maturity shall be selected by the Registration Agent by lot or such
other random manner as the Registration Agent in its discretion shall select. The dates of redemption and
amount of Bonds to be redeemed on said dates are as follows:

Principal Amount
Redemption of Bonds to be
Maturity Date Redeemed

*final maturity

At its option, to be exercised on or before the forty-fifth (45th) day next preceding any such
redemption date, the City, acting through KUB, may (i) deliver to the Registration Agent for cancellation
Bonds to be redeemed, in any aggregate principal amount desired, and/or (ii) receive credit in respect of
its redemption obligation under the mandatory redemption provision for any Bonds to be redeemed which
prior to said date have been purchased or redeemed (otherwise than by mandatory redemption) and
canceled by the Registration Agent and not theretofore applied as a credit against any redemption
obligation under the mandatory redemption provision. Each Bond so delivered or previously purchased
or redeemed shall be credited by the Registration Agent at 100% of the principal amount thereof on the
obligation of KUB on such payment date and any excess shall be credited on future redemption
obligations in chronological order, and the principal amount of the Bonds to be redeemed by operation of
the mandatory redemption provision shall be accordingly reduced. KUB shall on or before the forty-fifth
(45th) day next preceding each payment date furnish the Registration Agent with its certificate indicating
whether or not and to what extent the provisions of clauses (i) and (ii) of this paragraph are to be availed
of with respect to such payment and confirm that funds for the balance of the next succeeding prescribed
payment will be paid on or before the next succeeding payment date.

Notice of call for redemption, whether optional or mandatory, shall be given by the Registration
Agent on behalf of the City, but only upon direction of the Board, not fewer than twenty (20) nor more
than sixty (60) days prior to the date fixed for redemption by sending an appropriate notice to the
registered owners of the Bonds to be redeemed by first-class mail, postage prepaid, at the addresses
shown on the Bond 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 Bonds for which proper notice was given. The 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
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Redemption"). From and after any redemption date, all 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 given as set forth in the Resolution, as hereafter defined. In the case of a Conditional
Redemption, the failure of the City or KUB 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 Bonds
called for redemption and not so paid remain outstanding. |

The Bonds of the issue of which this Bond is one are issuable only as fully registered Bonds,
without coupons, in the denomination of Five Thousand Dollars ($5,000) or any authorized integral
multiple thereof. At the designated corporate trust office of the Registration Agent, in the manner and
subject to the limitations, conditions and charges provided in the Resolution, fully registered Bonds may
be exchanged for an equal aggregate principal amount of fully registered Bonds of the same maturity, of
authorized denominations, and bearing interest at the same rate. The Bonds shall be numbered
consecutively from one upwards and will be made eligible for the Book-Entry System of DTC. Except as
otherwise provided in this paragraph and the Resolution, as hereinafter defined, the Bonds shall be
registered in the name of Cede & Co. as nominee of DTC. The Board may discontinue use of DTC for
Bonds at any time upon determination by the Board that the use of DTC is no longer in the best interest of
the beneficial owners of the Bonds. Upon such determination, registered ownership of the Bonds may be
transferred on the registration books maintained by the Registration Agent, and the Bonds may be
delivered in physical form to the following:

1. any successor of DTC or its nominee;

1. any substitute depository to which the Registration Agent does not unreasonably
object, upon (a) the resignation of DTC or its successor (or any substitute depository or its
successor) from its functions as depository, or (b) a determination by the Board that DTC or its
successor (or any substitute depository or its successor) is no longer able to carry out its functions
as depository; or

iii. any person, upon (a) the resignation of DTC or its successor (or substitute
depository or its successor) from its functions as depository, or (b) termination by the Board of
the use of DTC (or substitute depository or its successor).

In the event that this Bond is no longer held in a Book-Entry System by DTC, this Bond shall be
transferable by the registered owner hereof in person or by such owner's attorney duly authorized in
writing at the principal corporate trust office of the Registration Agent set forth on the front side hereof,
but only in the manner, subject to limitations and upon payment of the charges provided in the Resolution
and upon surrender and cancellation of this Bond. Upon such transfer a new Bond or Bonds of authorized
denomination or denominations of the same maturity and interest rate for the same aggregate principal
amount will be issued to the transferee in exchange therefor. The person in whose name this Bond is
registered shall be deemed and regarded as the absolute owner thereof for all purposes and neither the
City, KUB nor the Registration Agent shall be affected by any notice to the contrary whether or not any
payments due on the Bond shall be overdue. Bonds, upon surrender to the Registration Agent, may, at
the option of the registered owner thereof, be exchanged for an equal aggregate principal amount of the
Bonds of the same maturity in authorized denomination or denominations, upon the terms set forth in the
Resolution. The Registration Agent shall not be required to transfer or exchange any Bond during the
period commencing on a Regular Record Date or Special Record Date and ending on the corresponding
interest payment date of such Bond, nor to transfer or exchange any Bond after the notice calling such
Bond for redemption has been made, nor during a period following the receipt of instructions from the
Board to call such Bond for redemption.
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This Bond is one of a total authorized issue aggregating $6,000,000 and issued by the City for the
purpose of providing funds to refinance the outstanding principal amount of the City's outstanding Water
System Revenue Refunding Bonds, Series S-2005, dated August 10, 2005, maturing March 1, 2018 and
thereafter (the "Refunded Bonds"), including the payment of legal, fiscal and administrative costs incident
thereto and costs incident to the issuance of the Bonds, under and in full compliance with the Constitution
and statutes of the State of Tennessee, including Sections 7-34-101 et seq. and Sections 9-21-101 et seq.,
Tennessee Code Annotated, and pursuant to Resolution No. 2075 duly adopted by the City Council of the
City on April 20, 1954, as amended and supplemented by Resolution No. 3633 duly adopted by the City
on March 19, 1968, Resolution No. R-26-88 duly adopted by the City on February 9, 1988, Resolution
No. R-318-90 duly adopted by the City on October 30, 1990, Resolution No. R-470-92 duly adopted by
the City on October 13, 1992, Resolution No. R-474-93 duly adopted by the City on October 26, 1993,
Resolution No. R-8-98 duly adopted by the City on January 27, 1998, Resolution No. R-65-01 duly
adopted by the City on February 20, 2001, Resolution No. R-151-01 duly adopted by the City on March
20, 2001, Resolution No. R-482-01 duly adopted by the City on October 30, 2001, Resolution No. R-57-
04 duly adopted by the City on March 2, 2004, Resolution No. R-263-05 duly adopted by the City on July
5, 2005, Resolution No. R-346-07 duly adopted by the City on August 28, 2007, Resolution No. R-211-
09 duly adopted by the City on June 30, 2009, Resolution No. R-133-210, duly adopted by the City
Council of the City on May 4, 2010, Resolution No. R-285-2011, duly adopted by the City Council of the
City on October 4, 2011, Resolution No. R-337-2011, duly adopted by the City Council of the City on
December 13, 2011, Resolution No. R-323-2012 duly adopted by the City on November 13, 2012,
Resolution No. R-243-2013 duly adopted by the City on July 23, 2013, Resolution No. R-214-2014 duly
adopted by the City on June 24, 2014, Resolution No. R-83-2015 duly adopted by the City on March 3,
2015, Resolution No. R-127-2015 duly adopted by the City on March 31, 2015, Resolution No. R-316-
2016 duly adopted by the City on June 21, 2016, Resolution No. R-318-2016 duly adopted by the City on
June 21, 2016 and Resolution No. R-  -2017 duly adopted by the City on , 2017 (as
supplemented and amended, the "Resolution").

This Bond, and interest hereon, are payable solely from and secured by a pledge of the income
and revenues to be derived from the operation of the water distribution and treatment system of the City
(the "System"), subject only to the payment of the reasonable and necessary costs of operating,
maintaining, repairing, and insuring the System. The Bonds of the series of which this Bond is one shall
enjoy complete parity and equality of lien with the City's outstanding Water System Revenue Refunding
Bonds, Series S-2005, dated August 10, 2005, maturing March 1, 2017 and thereafter to the extent not
refunded by the Bonds, the City's outstanding Water System Revenue Bonds, Series T-2007, dated
November 1, 2007, maturing March 1, 2017, the City's outstanding Water System Revenue Bonds, Series
U-2009, dated November 12, 2009, maturing March 1, 2017 and thereafter, the City's outstanding Water
System Revenue Bonds, Series W-2011, dated December 1, 2011, maturing March 1, 2017 and thereafter,
the City's outstanding Water System Revenue Refunding Bonds, Series X-2012, dated April 20, 2012,
maturing March 1, 2017 and thereafter, the City's outstanding Water System Revenue Refunding Bonds,
Series Y-2013, dated March 15, 2013, maturing March 1, 2017 and thereafter, the City's outstanding
Water System Revenue Bonds, Series Z-2013, dated October 1, 2013, maturing March 1, 2017 and
thereafter, the City's outstanding Water System Revenue Bonds, Series AA-2014, dated September 18,
2014, maturing March 1, 2017 and thereafter, and the City's outstanding Water System Revenue
Refunding Bonds, Series BB-2015, dated May 1, 2015, maturing March 1, 2017 and thereafter, the City's
outstanding Water System Revenue Bonds, Series CC-2015, dated May 20, 2015, maturing March 1,
2017 and thereafter, the City's outstanding Water System Revenue Bonds, Series DD-2016, dated August
5, 2016, maturing March 1, 2017 and thereafter and the City's outstanding Water System Revenue
Refunding Bonds, Series EE-2016, dated August 5, 2016, maturing March 1, 2017 and thereafter
(collectively the "Outstanding Bonds"). As provided in the Resolution, the punctual payment of principal
of, premium, if any, and interest on the series of Bonds of which this Bond is one, the Outstanding Bonds
and any other bonds issued on a parity therewith pursuant to the terms of the Resolution shall be secured
equally and ratably by said revenues without priority by reason of series, number or time of sale or
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delivery. The owner of this Bond shall have no recourse to the power of taxation of the City. The Board
has covenanted that it will fix and impose such rates and charges for the services rendered by the System
and will collect and account for sufficient revenues to pay promptly the principal of and interest on this
Bond and the issue of which it is a part, as each payment becomes due. For a more complete statement of
the revenues from which and conditions under which this Bond is payable, a statement of the conditions
on which obligations may hereafter be issued on a parity with this Bond, the general covenants and
provisions pursuant to which this Bond is issued and the terms upon which the Resolution may be
modified, reference is hereby made to the Resolution.

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

It is hereby certified, recited, and declared that all acts, conditions and things required to exist,
happen and be performed precedent to and in the issuance of this Bond exist, have happened and have
been performed in due time, form and manner as required by law, and that the amount of this Bond,
together with all other indebtedness of either the City or KUB, does not exceed any limitation prescribed
by the constitution and statutes of the State of Tennessee.

IN WITNESS WHEREOF, the City acting by and through the Board has caused this Bond to be
signed by the Chair of the Board by her manual or facsimile signature and attested by the Secretary of the
Board by his manual or facsimile signature, all as of the date hereinabove set forth.

CITY OF KNOXVILLE
by and through the
KNOXVILLE UTILITIES BOARD
By:
Chair
ATTESTED:
Secretary
Transferable and payable at the
designated corporate trust office of:
, Tennessee

Date of Registration:

This Bond is one of the issue of Bonds issued pursuant to the Resolution hereinabove described.

Registration Agent

By:
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Authorized Representative
FORM OF ASSIGNMENT
FOR VALUE RECEIVED, the undersigned sells, assigns, and transfers unto

, [Please insert Federal Tax Identification Number or Social Security
Number of Assignee ] whose address is

, the within bond of the City of Knoxville, Tennessee,
and does hereby irrevocably constitute and appomt
Tennessee, attorney, to transfer the said bond on the records kept for registration thereof w1th full power
of substitution in the premises.

Dated:

NOTICE: The signature to this
assignment must correspond with
the name of the registered owner
as it appears on the face of the
within Bond in every particular,
without alteration or enlargement
or any change whatsoever.
Signature guaranteed:

NOTICE: Signature(s) must be

guaranteed by a member firm of
a Medallion Program acceptable
to the Registration Agent.

Section 8. Equality of Lien; Pledge of Net Revenues. The punctual payment of principal of,
premium, if any, and interest on the Series FF-2017 Bonds, the Outstanding Bonds and any Parity Bonds
shall be secured equally and ratably by the Net Revenues of the System without priority by reason of
series, number or time of sale or execution or delivery, and the Net Revenues of the System are hereby
irrevocably pledged to the punctual payment of such principal, premium and interest as the same become
due.

Section 9.  Applicability of the 1954 Resolution. The Series FF-2017 Bonds are issued in
compliance with the 1954 Resolution so as to be on a parity with the Outstanding Bonds, and, when duly
delivered, the Series FF-2017 Bonds shall constitute a series of bonds issued under the authority of the
1954 Resolution. All recitals, provisions, covenants and agreements contained in the 1954 Resolution, as
supplemented and amended herein (except insofar as any of said recitals, provisions, covenants and
agreements necessarily relate exclusively to any series of the Outstanding Bonds) are hereby ratified and
confirmed and incorporated herein by reference and, for so long as any of the Series FF-2017 Bonds shall
be outstanding and unpaid either as to principal or interest, or until discharge and satisfaction of the Series
FF-2017 Bonds as provided in Section 12 hereof, shall be applicable to the Series FF-2017 Bonds, shall
inure to the benefit of owners of the Series FF-2017 Bonds as if set out in full herein, and shall be fully
enforceable by the owner of any Series FF-2017 Bond.

All references to "holder" or "holders" in the 1954 Resolution shall be deemed to include owners
of the Series FF-2017 Bonds, and all references to "Bonds" in the 1954 Resolution shall be deemed to
include the Series FF-2017 Bonds.
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Section 10. Sale of Series FF-2017 Bonds.

(a) The Series FF-2017 Bonds or any emission thereof may be sold at negotiated sale to the
Underwriter or at public sale as determined by the President and Chief Executive Officer of KUB at a
price of not less than 98.00% of par, exclusive of original issue discount, plus accrued interest, if any,
provided, however, that no emission of Series FF-2017 Bonds may be sold at negotiated sale unless the
Audit and Finance Committee of the Board has previously approved the sale of such emission at
negotiated sale. The sale of any emission of the Series FF-2017 Bonds to the Underwriter or by public
sale shall be binding on the City and KUB, and no further action of the Board with respect thereto shall be
required.

(b) The President and Chief Executive Officer of KUB, as the designee of the Board, is
further authorized with respect to each emission of Series FF-2017 Bonds to:

(1) change the dated date to a date other than the date of issuance;

2) specify or change the series designation of the Series FF-2017 Bonds other than
"Water System Revenue Refunding Bonds, Series FF-2017";

3) change the first interest payment date to a date other than September 1, 2017,
provided that such date is not later than twelve months from the dated date of such emission of
Series FF-2017 Bonds;

4) establish and adjust the principal and interest payment dates and determine
maturity or mandatory redemption amounts of the Series FF-2017 Bonds or any emission thereof,
provided that (A) the total principal amount of all emissions of the Series FF-2017 Bonds does
not exceed the total amount of Series FF-2017 Bonds authorized herein; (B) the final maturity
date of each emission shall be not later than March 1, 2027; and (C) the debt service schedule is
substantially the same as what was presented to the State Director in connection with requesting a
report on the refunding of the Refunded Bonds;

&) modify or remove the optional redemption provisions contained herein, provided
that the premium amount to be paid in connection with any redemption provision shall not exceed
two percent (2%) of the principal amount thereof;

(6) sell the Series FF-2017 Bonds, or any emission thereof, or any maturities thereof
as term bonds with mandatory redemption requirements as determined by the Board, as it shall
deem most advantageous to KUB; and

(7 cause all or a portion of the Series FF-2017 Bonds to be insured by a bond
insurance policy issued by a nationally recognized bond insurance company to achieve the
purposes set forth herein and to serve the best interests of KUB and to enter into agreements with
such insurance company to the extent not inconsistent with this resolution.

() If any emission of Series FF-2017 Bonds is sold at negotiated sale, the President and
Chief Executive Officer of KUB is authorized to execute a Bond Purchase Agreement with respect to
such emission of Series FF-2017 Bonds, providing for the purchase and sale of the Series FF-2017 Bonds,
or any emission thereof. Each Bond Purchase Agreement shall be in substantially the form attached
hereto as Exhibit A, with such changes as the President and Chief Executive Officer deems necessary or
advisable in connection with the sale of such Series FF-2017 Bonds, provided any such changes are not
inconsistent with the terms of this Section 10. If the Underwriter does not intend to reoffer the Series FF-
2017 Bonds to the public, then the Bond Purchase Agreement shall be conformed to reflect such
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intention. The form of the Series FF-2017 Bond set forth in Section 7 hereof shall be conformed to reflect
any changes made pursuant to this Section 10.

(d) The President and Chief Executive Officer and the Chief Financial Officer of KUB, or
either of them, are authorized to cause the Series FF-2017 Bonds, in book-entry form (except as otherwise
authorized herein), to be authenticated and delivered by the Registration Agent to the purchaser(s), and to
execute, publish, and deliver all certificates and documents, including an official statement, the Bond
Purchase Agreement and closing certificates, as they shall deem necessary in connection with the sale and
delivery of each emission of the Bonds.

(e) If the Series FF-2017 Bonds are sold at public sale, the Series FF-2017 Bonds shall be
awarded by the President and Chief Executive Officer of KUB to the bidder that offers to purchase the
Bonds for the lowest true interest cost to KUB.

Section 11. Disposition of Series FF-2017 Bond Proceeds. The proceeds of the sale of the Series
FF-2017 Bonds shall be paid to KUB and used and applied by KUB as follows:

(a) All accrued interest, if any, shall be deposited to the Debt Service Fund created under the
1954 Resolution and used to pay interest on the Series FF-2017 Bonds on the first interest payment date
following delivery of the Series FF-2017 Bonds;

(b) An amount, which together with investment earnings thereon and legally available funds
of KUB, if any, will be sufficient to pay principal of, premium, if any, and interest on the Refunded
Bonds (subject to adjustments permitted by Section 10 above), shall be transferred to the Refunding
Escrow Agent under the Refunding Escrow Agreement to be deposited to the Escrow Fund established
thereunder to be held and applied as provided therein, or if no Refunding Escrow Agreement is utilized
(as permitted by Section 13 hereof), such amount shall be applied by KUB directly to refund the
Refunded Bonds; and

(c) The remainder shall be applied to the payment of costs of issuance relating to the Series
FF-2017 Bonds. If there are any remaining proceeds of the Series FF-2017 Bonds after application as
provided above, such remaining proceeds shall be used to pay principal and/or interest on the Series FF-
2017 Bonds.

Section 12. Discharge and Satisfaction of Series FF-2017 Bonds. If KUB, on behalf of the City,
shall pay and discharge the indebtedness evidenced by any of the Series FF-2017 Bonds or Parity Bonds
(referred to hereinafter, collectively, in this Section 12 as the "Bonds") in any one or more of the
following ways:

(a) By paying or causing to be paid, by deposit of sufficient funds as and when required with
the Registration Agent, the principal of and interest on such Bonds as and when the same become due and
payable;

(b) By depositing or causing to be deposited with any financial institution which has trust
powers and which is regulated by and the deposits of which are insured by the Federal Deposit Insurance
Corporation or similar federal agency ("an Agent"; which Agent may be the Registration Agent), in trust
or escrow, on or before the date of maturity or redemption, sufficient money or Defeasance Obligations,
the principal of and interest on which, when due and payable, will provide sufficient moneys to pay or
redeem such Bonds and to pay premium, if any, and interest thereon when due until the maturity or
redemption date (provided, if such Bonds are to be redeemed prior to maturity thereof, proper notice of
such redemption shall have been given or adequate provision shall have been made for the giving of such
notice); or
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(c) By delivering such Bonds to the Registration Agent, for cancellation by it;

and if KUB, on behalf of the City, shall also pay or cause to be paid all other sums payable hereunder by
KUB or the City with respect to such Bonds or make adequate provision therefor, and by resolution of the
Board instruct any such Agent to pay amounts when and as required to the Registration Agent for the
payment of principal of and interest and redemption premiums, if any, on such Bonds when due, then and
in that case the indebtedness evidenced by such Bonds shall be discharged and satisfied and all covenants,
liens, pledges, agreements and obligations entered into, created, or imposed hereunder, including the
pledge of and lien on the Net Revenues of the System set forth herein, shall be fully discharged and
satisfied with respect to such Bonds and the owners thereof and shall thereupon cease, terminate and
become void.

If KUB, on behalf of the City, shall pay and discharge or cause to be paid and discharged the
indebtedness evidenced by any of the Bonds in the manner provided in either clause (a) or clause (b)
above, then the registered owners thereof shall thereafter be entitled only to payment out of the money or
Defeasance Obligations deposited as aforesaid.

Except as otherwise provided in this Section 12, neither Defeasance Obligations nor moneys
deposited with the Agent pursuant to this Section 12 nor principal or interest payments on any such
Defeasance Obligations shall be withdrawn or used for any purpose other than, and shall be held in trust
for, the payment of the principal of and premium, if any, and interest on said Bonds; provided that any
cash received from such principal or interest payments on such Defeasance Obligations deposited with the
Agent, (A) to the extent such cash will not be required at any time for such purpose, shall be paid over to
KUB as received by the Agent and (B) to the extent such cash will be required for such purpose at a later
date, shall, to the extent practicable, be reinvested in Defeasance Obligations maturing at times and in
amounts sufficient to pay when due the principal and premium, if any, and interest to become due on said
Bonds on or prior to such redemption date or maturity date thereof, as the case may be, and interest
earned from such reinvestments, to the extent not needed for the payment of such principal, premium and
interest, shall be paid over to KUB, as received by the Agent. For the purposes of this Section 12,
Defeasance Obligations shall mean direct obligations of, or obligations, the principal of and interest on
which are guaranteed by, the United States of America, or any agency thereof, obligations of any agency
or instrumentality of the United States or any other obligations at the time of the purchase thereof are
permitted investments under Tennessee Law for the purposes described in this Section 12, which bonds or
other obligations shall not be subject to redemption prior to their maturity other than at the option of the
registered owner thereof.

No redemption privilege shall be exercised with respect to the Series FF-2017 Bonds or any
Parity Bonds except at the option and election of the Board. The right of redemption set forth herein shall
not be exercised by any Registration Agent or Agent unless expressly so directed in writing by an
authorized representative of the Board.

Section 13. Refunding Escrow Agreement. For the purpose of providing for the payment of the
principal of, premium, if any, and interest on the Refunded Bonds, the President and Chief Executive
Officer of KUB is hereby authorized and directed to execute and the Secretary of the Board to attest on
behalf of KUB a Refunding Escrow Agreement with the Refunding Escrow Agent and to deposit with the
Refunding Escrow Agent the amounts to be used by the Refunding Escrow Agent to purchase Defeasance
Obligations as provided therein. The President and Chief Executive Officer of KUB and the Secretary of
the Board are hereby authorized and directed to execute and deliver the Refunding Escrow Agreement on
behalf of KUB in such form as is approved by the President and Chief Executive Officer of KUB and the
Secretary of the Board, their execution thereof to constitute conclusive evidence of their approval of such
form of the Refunding Escrow Agreement. The Refunding Escrow Agent is hereby authorized and
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directed to hold and administer all funds deposited in trust for the payment when due of principal of and
interest on the Refunded Bonds and to exercise such duties as set forth in the Refunding Escrow
Agreement. Notwithstanding the foregoing, the Chief Financial Officer of KUB is authorized to dispense
with the use of a Refunding Escrow Agreement and to apply proceeds of the Bonds directly to the
redemption of the Refunded Bonds if the delivery date of the Bonds is not more than thirty (30) days prior
to the redemption of the Refunded Bonds.

Section 14. Notice of Refunding. Prior to the issuance of the Series FF-2017 Bonds, notice of
the City's intention to refund the Refunded Bonds, to the extent required by applicable law, shall be given
by the registration agent for the Refunded Bonds to be mailed by first-class mail, postage prepaid, to the
registered holders thereof, as of the date of the notice, as shown on the bond registration records
maintained by such registration agent of said Refunded Bonds. The President and Chief Executive
Officer of KUB and the Secretary of the Board, or either of them, is hereby authorized and directed to
authorize the registration agent of said Refunded Bonds to give such notice on behalf of the City in
accordance with this Section 14.

Section 15. Federal Tax Matters. The City and KUB recognize that the purchasers and owners of
the Series FF-2017 Bonds will have accepted them on, and paid therefor a price that reflects the
understanding that interest thereon will not be included in gross income for purposes of federal income
taxation under laws in force on the date of delivery of the Series FF-2017 Bonds. In this connection,
KUB, on behalf of the City, agrees that it shall take no action which may render the interest on any of the
Series FF-2017 Bonds includable in gross income for purposes of federal income taxation. It is the
reasonable expectation of the City and KUB that the proceeds of the Series FF-2017 Bonds will not be
used in a manner which will cause the Series FF-2017 Bonds to be "arbitrage bonds" within the meaning
of Section 148 of the Code, and to this end the said proceeds of the Series FF-2017 Bonds and other
related funds established for the purposes herein set out, shall be used and spent expeditiously for the
purposes described herein. In the event Section 148(f) of the Code shall require the payment of any
investment proceeds of the Series FF-2017 Bonds to the United States government, KUB will make such
payments as and when required by said Section 148(f) and will take such other actions as shall be
necessary or permitted to prevent the interest on the Series FF-2017 Bonds from becoming taxable. The
Chair of the Board, the Secretary of the Board, the President and Chief Executive Officer of KUB and
Chief Financial Officer of KUB, or any of them, are authorized and directed to make such certifications in
this regard in connection with the sale of the Bonds as any or all shall deem appropriate, and such
certifications shall constitute a representation and certification of the City and KUB.

Section 16. Official Statement. The President and Chief Executive Officer of KUB, or her
designee, is hereby authorized and directed to provide for the preparation and distribution of a
Preliminary Official Statement describing the Series FF-2017 Bonds. After the Series FF-2017 Bonds
have been awarded, the President and Chief Executive Officer of KUB, or her designee, shall make such
completions, omissions, insertions and changes in the Preliminary Official Statement not inconsistent
with this resolution as are necessary or desirable to complete it as a final Official Statement for purposes
of Rule 15¢2-12(e)(3) of the Securities and Exchange Commission. The President and Chief Executive
Officer of KUB, or her designee, shall arrange for the delivery to the purchaser of the Series FF-2017
Bonds of a reasonable number of copies of the Official Statement within seven business days after the
Series FF-2017 Bonds have been awarded for subsequent delivery by the purchaser to each potential
investor requesting a copy of the Official Statement and to each person to whom such purchaser and
members of his group initially sell the Series FF-2017 Bonds.

The President and Chief Executive Officer of KUB, or her designee, is authorized, on behalf of
the Board, to deem the Preliminary Official Statement and the Official Statement in final form, each to be
final as of its date within the meaning of Rule 15¢2-12(b)(1), except for the omission in the Preliminary
Official Statement of certain pricing and other information allowed to be omitted pursuant to such Rule
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15¢2-12(b)(1). The distribution of the Preliminary Official Statement and the Official Statement in final
form shall be conclusive evidence that each has been deemed in final form as of its date by the Board
except for the omission in the Preliminary Official Statement of such pricing and other information.

Section 17. Continuing Disclosure. The City hereby covenants and agrees that KUB will provide
annual financial information and material event notices for the Series FF-2017 Bonds as required by Rule
15¢2-12 of the Securities and Exchange Commission. The Chief Financial Officer of KUB is authorized
to execute at the closing of the sale of the Series FF-2017 Bonds, an agreement for the benefit of and
enforceable by the owners of the Series FF-2017 Bonds specifying the details of the financial information
and material event notices to be provided and its obligations relating thereto. Failure of KUB to comply
with the undertaking herein described and to be detailed in said closing agreement, shall not be a default
hereunder, but any such failure shall entitle the owner or owners of any of the Bonds to take such actions
and to initiate such proceedings as shall be necessary and appropriate to cause KUB to comply with its
undertaking as set forth herein and in said agreement, including the remedies of mandamus and specific
performance.

Section 18. Separability. If any section, paragraph or provision of this resolution shall be held to
be invalid or unenforceable for any reason, the invalidity or unenforceability of such section, paragraph or
provision shall not affect any of the remaining provisions of this resolution.

Section 19. Repeal of Conflicting Resolutions and Effective Date. All other resolutions and
orders, or parts thereof, in conflict with the provisions of this resolution, are, to the extent of such conflict,
hereby repealed and this resolution shall be in immediate effect from and after its adoption.
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Adopted and approved this  day of ,2017.

Mayor
ATTEST:

City Recorder
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STATE OF TENNESSEE )
COUNTY OF KNOX ;

I, Will Johnson, hereby certify that I am the duly qualified and acting City Recorder of the City of
Knoxville, Tennessee, and as such official I further certify that attached hereto is a copy of excerpts from
the minutes of a regular meeting of the governing body of the City Council held on Tuesday,

, 2017; that these minutes were promptly and fully recorded and are open to public
inspection; that [ have compared said copy with the original minute record of said meeting in my official
custody; and that said copy is a true, correct and complete transcript from said original minute record
insofar as said original records relate to an amount not to exceed $6,000,000 Water System Revenue
Refunding Bonds, Series FF-2017.

WITNESS my official signature and seal of the City of Knoxville, Tennessee, this  day of

, 2017.

City Recorder
(seal)
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EXHIBIT A

$6,000,000
CITY OF KNOXVILLE, TENNESSEE
ACTING ON BEHALF OF KNOXVILLE UTILITIES BOARD
WATER SYSTEM REVENUE REFUNDING BONDS, SERIES FF-2017

BOND PURCHASE AGREEMENT

,2017

Knoxville Utilities Board

445 South Gay Street
Knoxville, Tennessee 37902

Ladies and Gentlemen:

The undersigned (the "Underwriter") offers to enter into this agreement with Knoxville Utilities
Board ("KUB") which, upon your acceptance of this offer, will be binding upon you and upon us.

This offer is made subject to your acceptance of this agreement on or before 5:00 p.m., Eastern
Standard Time, on ,2017.

1. Purchase Price.

Upon the terms and conditions and upon the basis of the respective representations,
warranties and covenants set forth herein, the Underwriter hereby agrees to purchase from KUB, and
KUB hereby agrees to sell to the Underwriter, all (but not less than all) of $6,000,000 aggregate principal
amount of KUB's Water System Revenue Refunding Bonds, Series FF-2017 (the "Bonds"). The purchase

price is $ plus accrued interest and shall be paid in accordance with paragraph 6 hereof. The
purchase price is equal to the par amount of the Bonds less $ original issue discount, less
$ underwriter's discount and plus accrued interest. The Bonds are to be issued under and

pursuant to, and are to be secured by the Resolution (the "Bond Resolution") adopted on

2017, by the City Council of the City of Knoxville (the "City") at the request of KUB. The Bonds shall
mature on the dates and shall bear interest at the rates all as described in the Official Statement referred to
in Section 3 hereof. The maturities, rates and discount at which the Bonds are being sold are more fully
described on Schedule I attached hereto.

The Bonds are being issued to provide funds to refinance the outstanding principal
amount of the City's outstanding Water System Revenue Refunding Bonds, Series S-2005, dated August
10, 2005, maturing March 1, 2018 and thereafter (the "Refunded Bonds"), including the payment of legal,
fiscal and administrative costs incident thereto and incident to the issuance and sale of the Bonds.

2. Public Offering.

The Underwriter intends to make an initial bona fide public offering of all of the Bonds at
not in excess of the public offering prices set forth on the cover of the Official Statement and may
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subsequently change such offering price without any requirement of prior notice. The Underwriter may
offer and sell Bonds to certain dealers (including dealers depositing bonds into investment trusts) and
others at prices lower than the public offering prices stated on the cover of the Official Statement. The
Underwriter reserves the right (i) to over-allot or effect transactions that stabilize or maintain the market
prices of the Bonds at levels above those which might otherwise prevail in the open market; and (ii) to
discontinue such stabilizing, if commenced at any time without prior notice.

3. Official Statement.

(a) KUB has provided the Underwriter with information that constitutes a "deemed
final" official statement for purposes of Rule 15¢2-12 under the Securities Exchange Act of 1934 ("Rule
15¢2-12"). Concurrently with KUB's acceptance of this Bond Purchase Agreement, KUB shall deliver or
cause to be delivered to the Underwriter two copies of the Official Statement (as hereinafter defined)
relating to the Bonds dated the date hereof substantially in the same form as the Preliminary Official
Statement with only such changes as shall have been accepted by the Underwriter.

(b) Within seven (7) business days from the date hereof and within sufficient time to
accompany any confirmation requesting payment from any customers of the Underwriter, KUB shall
deliver to the Underwriter copies of the Official Statement of KUB, dated the date hereof, relating to the
Bonds, in sufficient quantity as may reasonably be requested by the Underwriter in order to comply with
Rule 15¢2-12 and any applicable rules of the Municipal Securities Rulemaking Board, in substantially the
form approved by KUB (which, together with the cover page, and all exhibits, appendices, and statements
included therein or attached thereto and any amendments and supplements that may be authorized for use
with respect to the Bonds is herein called the "Official Statement"), executed on behalf of KUB by a duly
authorized officer of KUB. You hereby authorize and approve the Official Statement and other pertinent
documents referred to in Section 6 hereof to be lawfully used in connection with the offering and sale of
the Bonds. You also acknowledge and ratify the use by the Underwriter, prior to the date hereof, of the
Preliminary Official Statement in connection with a public offering of the Bonds.

(c) If, prior to the Closing (as defined in Section 5 below) or within twenty-five (25)
days subsequent to the end of the underwriting period as such term is used for purposes of Rule 15¢2-12,
any event shall occur with respect to KUB or KUB shall receive notice of the occurrence of any other
event that might or would cause the information contained in the Official Statement to contain any untrue
statement of a material fact or to omit to state a material fact necessary in order to make the statements
made therein, in the light of the circumstances under which they were made, not misleading, KUB shall
so notify the Underwriter. KUB agrees to amend or supplement the Official Statement whenever
requested by the Underwriter when in the reasonable judgment of the Underwriter such amendment or
supplementation is required and to furnish the Underwriter with sufficient quantities of such amendment
or supplement in order to permit the Underwriter to comply with Rule 15¢2-12.

4. Representations and Warranties.

KUB hereby represents and warrants to the Underwriter that:

(a) KUB is duly existing pursuant to the Charter of the City and is authorized by
such Charter to operate and manage the System. KUB has duly authorized all necessary action to be
taken by it for: (i) the issuance and sale of the Bonds upon the terms set forth herein and in the Official
Statement; (ii) the approval of the Official Statement and the signing of the Official Statement by a duly
authorized officer; (iii) the execution, delivery and receipt of this Bond Purchase Agreement, the Bonds
and any and all such other agreements and documents as may be required to be executed, delivered and
received by KUB in order to carry out, give effect to, and consummate the transactions contemplated
hereby, by the Bonds, the Official Statement and the Bond Resolution;
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(b) When executed by the respective parties thereto, this Bond Purchase Agreement
will constitute legal, valid and binding obligation of KUB enforceable in accordance with its terms;

(c) The information and statements contained in the Preliminary Official Statement,
as of its date and as of the date hereof, did not and do not contain any untrue statement of a material fact
or omit to state any material fact which was necessary in order to make such information and statements,
in the light of the circumstances under which they were made, not misleading;

(d) The information and statements contained in the Official Statement, as of its date
and as of the Closing, are and will be correct and complete in all material respects and do not and will not
contain any untrue statement of a material fact or omit to state any material fact which is necessary in
order to make such information and statements, in the light of the circumstances under which they were
made, not misleading;

(e) KUB has complied, and will at the Closing be in compliance, in all respects with
the obligations on its part contained in the Bond Resolution and the laws of the State of Tennessee (the
"State"), including the Act;

) The City has duly adopted the Bond Resolution, and the City and KUB have (a)
duly authorized and approved the distribution of the Preliminary Official Statement, (b) duly authorized
and approved the execution and delivery of the Official Statement, (c) duly authorized and approved the
execution and delivery of, and the performance by KUB of the obligations on its part contained in, the
Bonds, the Bond Resolution and this Bond Purchase Agreement, and (d) duly authorized and approved
the consummation by it of all other transactions contemplated by this Bond Purchase Agreement and the
Official Statement;

(2) KUB is not in breach of or default under any applicable law or administrative
regulation of the State or the United States in any manner related to or affecting the transactions
contemplated hereby or in breach of or default under any applicable judgment or decree or any loan
agreement, note, resolution, ordinance, agreement or other instrument to which KUB is a party or to
which it or any of its property is otherwise subject; and the execution and delivery of this Bond Purchase
Agreement, the Bonds and the adoption of the Bond Resolution, and compliance with the provisions of
each thereof, will not conflict with or constitute a breach of or default under any law, administrative
regulation, judgment, decree, loan agreement, note, resolution, ordinance, agreement or other instrument
to which KUB is a party or to which it or any of its property is otherwise subject;

(h) Except as may be required under the securities or "blue sky" laws of any state, all
approvals, consents, authorizations and orders of, filings with or certifications by any governmental
authority, board, agency or commission having jurisdiction, which would constitute a condition precedent
to the performance by KUB of its obligations hereunder and under the Bond Resolution and the Bonds,
have been obtained,

(1) There is no action, suit, proceeding, inquiry or investigation, at law or in equity,
before or by any court, public board or body, pending or, to the knowledge of KUB, threatened against
KUB or others (a) affecting KUB or the corporate existence of KUB or the titles of its officers to their
respective offices, (b) seeking to prohibit, restrain or enjoin the sale, issuance or delivery of the Bonds or
the collection of Net Revenues pledged to pay the principal of and interest on the Bonds, or the pledge
thereof, (c) in any way contesting or affecting the transactions contemplated hereby or by the Official
Statement or by the validity or enforceability of the Bonds, the Bond Resolution or this Bond Purchase
Agreement, (d) contesting in any way the completeness or accuracy of the Preliminary Official Statement
or the Official Statement, or (¢) contesting the powers or authority of KUB for the issuance of the Bonds,
the adoption of the Bond Resolution or the execution and delivery of this Bond Purchase Agreement;
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() KUB will not take or omit to take any action that will in any way cause the
proceeds from the sale of the Bonds and other moneys of KUB to be transferred on the date of issuance of
the Bonds to be applied or result in such proceeds and other moneys being applied in a manner other than
as provided in or permitted by the Bond Resolution and consistent with the utilization described in the
Official Statement;

(k) KUB agrees reasonably to cooperate with the Underwriter and its counsel in any
endeavor to qualify the Bonds for offering and sale under the securities or "blue sky" laws of such
jurisdictions of the United States as the Underwriter may request. KUB hereby consents to the use of the
Official Statement and the Bond Resolution by the Underwriter in obtaining any qualification required;

Q) If at any time from the date of this Bond Purchase Agreement through 25 days
following the "end of the underwriting period" (as defined in Rule 15¢2-12 described below) any event
shall occur that might or would cause the Official Statement to contain any untrue statement of a material
fact or to omit to state any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading, KUB shall notify the Underwriter and if, in
the opinion of the Underwriter, such event requires the preparation and publication of a supplement or
amendment to the Official Statement, KUB will supplement or amend the Official Statement in a form
and in a manner approved by the Underwriter. If the Official Statement is so supplemented or amended
prior to the Closing, such approval by the Underwriter of a supplement or amendment to the Official
Statement shall not preclude the Underwriter from thereafter terminating this Bond Purchase Agreement,
and if the Official Statement is so amended or supplemented subsequent to the date hereof and prior to the
Closing, the Underwriter may terminate this Bond Purchase Agreement by notification to KUB at any
time prior to the Closing if, in the judgment of the Underwriter, such amendment or supplement has or
will have a material adverse effect on the marketability of the Bonds;

(m) KUB has duly authorized and approved the execution and delivery of this Bond
Purchase Agreement and the performance by KUB of the obligations on its part contained herein;

(n) KUB is not, nor has it at any time, been in default in the payment of principal of
or interest on any obligation issued or guaranteed by KUB;

(o) Any certificate signed by an authorized officer of KUB and delivered to the
Underwriter at or prior to the Closing shall be deemed a representation and warranty by KUB in
connection with this Bond Purchase Agreement to the Underwriter as to the statements made therein upon
which the Underwriter shall be entitled to rely. KUB covenants that between the date hereof and the
Closing, it will not take any action that will cause the representations and warranties made herein to be
untrue as of the Closing;

(p) The Bonds, when issued, authenticated and delivered in accordance with the
Bond Resolution and sold to the Underwriter as provided herein, will be validly issued and outstanding
special obligations of KUB entitled to the benefits of the Bond Resolution;

()] KUB has lawful authority to operate the System, to consummate the transactions
contemplated by the Official Statement and collect revenues, fees and other charges in connection with
the System and through its Board of Commissioners, to fix the rates, fees and other charges with respect
to the System; and

(r) KUB hereby covenants and agrees to enter into a written agreement or contract,
constituting an undertaking (the "Undertaking") to provide ongoing disclosure about KUB, for the benefit
of the beneficial owners of the Bonds on or before the date of delivery of the Bonds as required under
paragraph (b)(5) of Rule 15¢2-12. The Undertaking shall be as described in the Preliminary Official
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Statement, with such changes as may be agreed in writing by the Underwriter. KUB represents that it has
complied in all respects with its obligations to provide continuing disclosure of certain information as
described in that certain Continuing Disclosure Certificate entered into in connection with the issuance of
the Bonds.

5. Delivery of, and Payment for, the Bonds.

At 10:00 a.m. on or about ,20  , or at such other time or date as shall have
been mutually agreed upon by KUB and the Underwriter, KUB will deliver, or cause to be delivered, to
the Underwriter the other documents hereinafter mentioned and, subject to the conditions contained
herein, the Underwriter will accept such delivery and pay the purchase price of the Bonds plus accrued
interest payable to the order of KUB, in federal funds or other immediately available funds by delivering
to KUB such funds by wire transfer to KUB or its designated agent except that physical delivery of the
Bonds shall be made through the facilities of the Depository Trust Company.

Payment for the Bonds shall be confirmed and delivery of the documents as aforesaid
shall be made at the offices of KUB, or such other place as may be agreed upon by the Underwriter and
KUB. Such payment and delivery is herein called the "Closing." The Bonds will be delivered as fully
registered bonds in such names and in such denominations as shall be designated in writing by the
Underwriter to KUB at Closing.

6. Certain Conditions to Underwriter's Obligations.

The obligations of the Underwriter hereunder shall be subject to (i) the performance by
KUB of its obligations to be performed hereunder, (ii) the accuracy in all material respects of the
representations and warranties of KUB herein as of the date hereof and as of the date of the Closing, and
(iii) to the following conditions:

(a) At the time of Closing, (i) the Bond Resolution shall be in full force and effect and shall
not have been amended, modified or supplemented except as may have been agreed to in writing by the
Underwriter, (ii) the proceeds of the sale of the Bonds shall be applied as described in the Official
Statement, and (iii) KUB shall have duly adopted and there shall be in full force and effect such other
resolutions as, in the opinion of Bass Berry & Sims PLC, Knoxville, Tennessee ("Bond Counsel"), shall
be necessary in connection with the transactions contemplated hereby;

(b) At or prior to the Closing, the Underwriter shall have received an executed copy of each
of the following documents:

(1 the approving opinion, dated the date of the Closing, of Bond Counsel addressed
to KUB and the Underwriter, relating to, among other things, the validity of the Bonds [and the
exclusion from gross income of the interest on the Bonds for federal and State of Tennessee
income tax purposes, ]| in substantially the form set forth as Appendix _ to the Official Statement;

2) a supplemental opinion, dated the date of the Closing, of Bond Counsel
addressed to the Underwriter in substantially the form of Exhibit A hereto;

3) an opinion, dated the date of the Closing, of Hodges, Doughty & Carson,
Knoxville, Tennessee, counsel to KUB, addressed to KUB, Bond Counsel and the Underwriter in
substantially the form of Exhibit B hereto;

4) a certificate of KUB, dated the date of the Closing and signed by a duly
authorized officer of KUB and in form and substance reasonably satisfactory to the Underwriter,
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to the effect that (i) since the execution of the Bond Purchase Agreement no material and adverse
change has occurred in the financial position of the System or results of operations of the System;
(i1)) KUB has not incurred any material liabilities secured by the Net Revenues of the System
other than in the ordinary course of business or as set forth in or contemplated by the Official
Statement; and (iii) no event affecting KUB has occurred since the date of the Official Statement
which should be disclosed in the Official Statement for the purpose for which it is to be used or
which is necessary to be disclosed therein in order to make the statements and information therein
not misleading as of the date of Closing;

%) the Official Statement executed on behalf of KUB by a duly authorized officer
thereof;

(6) the Bond Resolution and the Bonds;

(7) a certificate of a duly authorized officer of KUB, satisfactory to the Underwriter,
dated the date of Closing, stating that such officer is charged, either alone or with others, with the
responsibility for issuing the Bonds; setting forth, in the manner permitted by Section 148 of the
Internal Revenue Code of 1986, as amended (the "Code"), the reasonable expectations of KUB as
of such date as to the use of proceeds of the Bonds and of any other funds of KUB expected to be
used to pay principal or interest on the Bonds and the facts and estimates on which such
expectations are based; and stating that, to the best of the knowledge and belief of the certifying
officer, KUB's expectations are reasonable;

(®) evidence indicating a rating on the Bonds of " " by [rating agency];

) other certificates of KUB listed on a Closing Memorandum to be approved by
counsel to KUB, Bond Counsel and counsel to the Underwriter, including any certificates or
representations required in order for Bond Counsel to deliver the opinion referred to in Paragraph
6(b)(1) of this Bond Purchase Agreement; and such additional legal opinions, certificates,
proceedings, instruments and other documents as the counsel to the Underwriter or Bond Counsel
may reasonably request to evidence compliance by KUB with legal requirements, the truth and
accuracy, as of the time of Closing, of the representations of KUB contained herein and the due
performance or satisfaction by KUB at or prior to such time of all agreements then to be
performed and all conditions then to be satisfied by KUB.

All such opinions, certificates, letters, agreements and documents will be in compliance
with the provisions hereof only if they are satisfactory in form and substance to the Underwriter and
counsel to the Underwriter. KUB will furnish the Underwriter with such conformed copies or
photocopies of such opinions, certificates, letters, agreements and documents as the Underwriter may
reasonably request.

(©) The Underwriter shall have received within seven (7) business days from the date hereof
and within sufficient time to accompany any confirmation requesting payment from any customers of the
Underwriter, the Official Statement in sufficient quantity as may be reasonably requested by the
Underwriter in order to comply with Rule 15(c) 2-12.

7. Termination.

The Underwriter shall have the right to cancel its obligation to purchase the Bonds if (i)
between the date hereof and the Closing, legislation shall be enacted or recommended to the Congress or
otherwise endorsed for passage (by press release, other form of notice or otherwise) by the President of
the United States, the Treasury Department of the United States, the Internal Revenue Service or the
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Chairman or ranking minority member of the Committee on Finance of the United States Senate or the
Committee on Ways and Means of the United States House of Representatives or favorably reported for
passage to either House of the Congress by any committee of such House to which such legislation has
been referred for consideration, or a bill to amend the Internal Revenue Code (which, if enacted, would
take effect in whole or in part prior to the Closing) shall be filed in either house, or recommended for
passage by the Congress by any joint or conference committee thereof, or a decision by a court of the
United States or the United States Tax Court shall be rendered, or a ruling, regulation or statement by or
on behalf of the Treasury Department of the United States, the Internal Revenue Service or other
governmental agency shall be made or proposed to be made, with respect to the federal taxation upon
interest on obligations of the general character of the Bonds, or other action or events shall have
transpired which may have the purpose or effect, directly or indirectly of changing the federal income tax
consequences of any of the transactions contemplated in connection herewith, including the tax-exempt
status of KUB and, in the opinion of the Underwriter, materially adversely affects the market price of the
Bonds, or the market price generally of obligations of the general character of the Bonds, or (ii) there
shall exist any event which in the Underwriter's judgment either (a) makes untrue or incorrect in any
material respect any statement or information contained in the Official Statement or (b) is not reflected in
the Official Statement but should be reflected therein in order to make the statements and information
contained therein not misleading in any material respect, or (iii) there shall have occurred any outbreak of
hostilities or any national or international calamity or crisis including financial crisis, or a financial crisis
or a default with respect to the debt obligations of, or the institution of proceedings under the federal or
the state bankruptcy laws by or against the State of Tennessee or any subdivision, agency or
instrumentality of such State, the effect of which on the financial markets of the United States being such
as, in the reasonable judgment of the Underwriter, would make it impracticable for the Underwriter to
market the Bonds or to enforce contracts for the sale of the Bonds, or (iv) there shall be in force a general
suspension of trading on the New York Stock Exchange, or (v) a general banking moratorium shall have
been declared by either federal, Tennessee or New York authorities, or (vi) there shall have occurred
since the date of this Bond Purchase Agreement any material adverse change in the financial position of
the System, except for changes which the Official Statement discloses have occurred or may occur, or
(vii) legislation shall be enacted or any action shall be taken by the Securities and Exchange Commission
which, in the opinion of counsel for the Underwriter, has the effect of requiring the contemplated
distribution of the Bonds to be registered under the Securities Act of 1933, as amended, or the Bond
Resolution or any other document executed in connection with the transactions contemplated hereof to be
qualified under the Trust Indenture Act of 1939, as amended, or (viii) a stop order, ruling, regulation or
official statement by or on behalf of the Securities and Exchange Commission shall be issued or made to
the effect that the issuance, offering or sale of the Bonds, or of obligations of the general character of the
Bonds as contemplated hereby, or the offering of any other obligation which may be represented by the
Bonds is in violation of any provision of the Securities Act of 1933, as amended, the Securities Exchange
Act of 1934, as amended, or the Trust Indenture Act of 1939, as amended, or (ix) any state blue sky or
securities commission shall have withheld registration, exemption or clearance of the offering, and in the
reasonable judgment of the Underwriter the market for the Bonds is materially affected thereby.

If KUB shall be unable to satisfy any of the conditions to the obligations of the
Underwriter contained in this Bond Purchase Agreement and such condition is not waived by the
Underwriter, or if the obligations of the Underwriter to purchase and accept delivery of the Bonds shall be
terminated or canceled for any reason permitted by this Bond Purchase Agreement, this Bond Purchase
Agreement shall terminate and neither the Underwriter nor KUB shall be under further obligation
hereunder; except that the respective obligations to pay expenses, as provided in Section 11 hereof, shall
continue in full force and effect.

8. Particular Covenants.

KUB covenants and agrees with the Underwriter as follows:
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(a) KUB shall use its best efforts to furnish or cause to be furnished to the
Underwriter, without charge, as many copies of the Official Statement as the Underwriter may reasonably
request;

(b) Before revising, amending or supplementing the Official Statement, KUB shall
furnish a copy of the revised Official Statement or such amendment or supplement to the Underwriter. If
in the opinion of KUB and the Underwriter a supplement or amendment to the Official Statement is
required, KUB will supplement or amend the Official Statement in a form and in a manner approved by
the Underwriter and its counsel.

9. Survival of Representations.

All representations, warranties and agreements of KUB hereunder shall remain operative
and in full force and effect, regardless of any investigation made by or on behalf of the Underwriter and
shall survive the delivery of the Bonds.

10. Payment of Expenses.

Whether or not the Bonds are sold to the Underwriter by KUB, KUB shall pay, but only
out of the proceeds of the sale of the Bonds or other funds made available by KUB, any expenses incident
to the performance of its obligations hereunder, including but not limited to: (i) the cost of the preparation
and printing of the Official Statement and any supplements thereto, together with a number of copies
which the Underwriter deems reasonable; (ii) the cost of the preparation and printing of the definitive
Bonds; (iii) the rating agency fees; and (iv) the fees and disbursements of Counsel to KUB and Bond
Counsel and any other experts or consultants retained by KUB.

Whether or not the Bonds are sold to the Underwriter, the Underwriter shall pay (i) all
advertising expenses in connection with the public offering of the Bonds; (ii) the cost of preparing and
printing the blue sky memorandum, if any, and filing fees in connection with the aforesaid blue sky
memorandum other than the costs of preparation of the Preliminary Official Statement and the Official
Statement; and (iii) all other expenses incurred by the Underwriter in connection with its public offering
and distribution of the Bonds, including the fees and expenses of the Underwriter's counsel.

11. No Advisory or Fiduciary Role.

KUB acknowledges and agrees that (i) the purchase and sale of the Bonds pursuant to this Bond
Purchase Agreement is an arm's-length commercial transaction between KUB and the Underwriter, (ii) in
connection therewith and with the discussions, undertakings and procedures leading up to the
consummation of such transaction, the Underwriter is and has been acting solely as principal and are not
acting as the agent, advisor or fiduciary of KUB, (iii) the Underwriter has not assumed an advisory or
fiduciary responsibility in favor of KUB with respect to the offering contemplated hereby or the
discussions, undertakings and procedures leading thereto (irrespective of whether the Underwriter, or any
affiliates of the Underwriter, has provided other services or are currently providing other services to KUB
on other matters) and the Underwriter has no obligation to KUB with respect to the offering contemplated
hereby except the obligations expressly set forth in this Bond Purchase Agreement, (iv) the Underwriter
has financial and other interests that differ from those of KUB and (v) KUB has consulted its own legal,
financial and other advisors to the extent it has deemed appropriate.

KUB and the Underwriter represent and warrant that no finder or other agent has been employed
by either KUB or the Underwriter in connection with this transaction.
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12. Notices.

Any notice or other communication to be given to KUB under this Bond Purchase
Agreement may be given by delivering the same in writing at its address set forth above, and any notice
or other communication to be given to the Underwriter under this Bond Purchase Agreement may be
given by delivering the same in writing to

b b

b

13. Parties.

This Bond Purchase Agreement is made solely for the benefit of KUB and the
Underwriter (including the successors or assigns of the Underwriter) and no other person shall acquire or
have any right hereunder or by virtue hereof.

14. Governing Law.

This Bond Purchase Agreement shall be governed by and construed in accordance with
the laws of the State of Tennessee.

15. General.

This Bond Purchase Agreement may be executed in several counterparts, each of which
shall be regarded as an original and all of which will constitute one and the same instrument. The section
headings of this Bond Purchase Agreement are for convenience of reference only and shall not affect its
interpretation. This Bond Purchase Agreement shall become effective upon your acceptance hereof.

Very truly yours,

By:
Its:

Accepted and agreed to as of
the date first above written:

KNOXVILLE UTILITIES BOARD

By:
President and Chief Executive Officer
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EXHIBIT A TO BOND PURCHASE AGREEMENT
[LETTERHEAD OF BASS BERRY & SIMS PLC]

[Closing Date]

Ladies and Gentlemen:

This opinion is being rendered to you pursuant to Paragraph 6(b)(2) of the Bond Purchase
Agreement, dated , 2017 (the "Bond Purchase Agreement"), between
(the "Underwriter"), and Knoxville Utilities Board ("KUB"),
relating to the sale by KUB of its Water System Revenue Refunding Bonds, Series FF-2017, in the
aggregate principal amount of $6,000,000 (the "Bonds"). Terms which are used herein and not otherwise
defined shall have the meanings assigned to them in the Bond Purchase Agreement.

Of even date herewith, we have delivered our approving opinion in connection with the issuance
of the Bonds. In our capacity as Bond Counsel, we have reviewed a record of proceedings in connection
with the issuance of the Bonds and we have participated in conferences from time to time with counsel to
KUB, representatives of the Underwriter and counsel to the Underwriter, relative to the Official
Statement, dated , 2017, relating to the Bonds, and the related documents described below.
We have also examined such other agreements, documents and certificates, and have made such
investigations of law, as we have deemed necessary or appropriate in rendering the opinions set forth
below.

Based on the foregoing, we are of the opinion that, as of the date hereof:

1. The offer and sale of the Bonds to the public do not require any registration under the
Securities Act of 1933, as amended, and, in connection therewith, the Bond Resolution does not need to
be qualified under the Trust Indenture Act of 1939, as amended.

2. The statements contained in the Official Statement under the captions "Introduction" to
the extent the narrative thereunder purports to describe the terms of the Bonds and the legal authority by
which they are issued, "The Bonds," and in Appendix A to the Official Statement, insofar as such
statements purport to summarize certain provisions of the Bonds and the Bond Resolution, fairly
summarize such provisions. The statements contained in the Official Statement under the caption
"Opinion of Bond Counsel" are correct as to matters of law.

This opinion may be relied upon only by the Underwriter and by other persons to whom written
permission to rely hereon is granted by us.

Very truly yours,
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EXHIBIT B TO BOND PURCHASE AGREEMENT

, 2017

Bass Berry & Sims
900 South Gay Street, Suite 1700
Knoxville, Tennessee 37902

Re: City of Knoxville, Tennessee acting on behalf of the Knoxville Utilities
Board $6,000,000 Water System Revenue Refunding Bonds,
Series FF-2017

Ladies and Gentlemen:

You have requested that the undersigned, General Counsel to the Knoxville Utilities Board of the
City of Knoxville, Tennessee ("KUB"), render this opinion in connection with the execution, delivery and
sale of the captioned bonds (the "Bonds"), the proceeds of which will be used to refinance a portion of the
City's outstanding Water System Revenue Refunding Bonds, Series S-2005, dated August 10, 2005,
maturing March 1, 2018 and thereafter.

It is our opinion that KUB is duly established and validly existing pursuant to the Charter of the
City of Knoxville, Tennessee (the "Municipality"), and, pursuant to said Charter and the water system of

the Municipality (the "System") is under the jurisdiction, control and management of KUB.

The undersigned does hereby certify that no litigation of any nature is now pending or, to our
knowledge, threatened

(D) seeking to restrain or enjoin the issuance, sale, execution or delivery of the Bonds;
2) seeking to restrain or enjoin the charging of sufficient rates to pay the cost of operating,
maintaining, repairing and insuring the System and to pay principal of and interest on the Bonds and all

outstanding obligations payable from the revenues of the System;

3) in any manner questioning the proceedings or authority pursuant to which the Bonds are
authorized or issued or such rates are charged;

@) in any manner questioning or relating to the validity of the Bonds;

®)] contesting in any way the completeness or accuracy of the Official Statement prepared
and distributed in connection with the sale of the Bonds;

(6) in any way contesting the corporate existence or boundaries of the Municipality, except

for various pending actions challenging past or present annexation efforts of the Municipality, which will
have no material adverse effect on the revenues of the System;
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(7 contesting the title of the present officers of KUB to their respective offices; or

(8) contesting the powers of KUB or the authority of KUB with respect to the Bonds, or
proceedings authorizing the Bonds, or any act to be done or document or certificate to be executed or
delivered in connection with the issuance and delivery of the Bonds.

Neither the voters of the Municipality nor its governing body nor the Board of Commissioners of
KUB have approved any special, local or private act or legislation passed by the General Assembly of the
State of Tennessee at its most recent session or any amendments to the Charter of the Municipality
affecting the power of the Municipality to issue the Bonds or pay the principal of, premium, if any, and
interest on the Bonds when due or affecting the power of the Board of Commissioners of KUB to manage
and control the System.

I hereby certify that and are the duly qualified, appointed and
acting Chair and Secretary, respectively, of the Board of Commissioners of KUB with full power to act as
such officers on behalf of KUB in connection with the execution and delivery of the Bonds.

Yours truly,
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EXHIBIT B
FORM OF REFUNDING ESCROW AGREEMENT
CITY OF KNOXVILLE, TENNESSEE
ACTING ON BEHALF OF KNOXVILLE UTILITIES BOARD
$6,000,000 WATER SYSTEM REVENUE REFUNDING BONDS, SERIES FF-2017

REFUNDING ESCROW AGREEMENT

This Refunding Escrow Agreement is made and entered into as of the day of
, 2017, by and between Knoxville Utilities Board ("KUB") acting on behalf of the City of
Knoxville, Tennessee (the "City") and , , Tennessee (the "Agent").

WITNESSETH:

WHEREAS, the Board of Commissioners (the "Board") of KUB has determined to provide for
payment of the City's outstanding Water System Revenue Refunding Bonds, Series S-2005, dated August
10, 2005, maturing March 1, 2018 and thereafter (the "Refunded Bonds") by depositing in escrow with
the Agent funds that, with the investment income therefrom, will be sufficient to pay the principal of and
interest on the portion of the Refunded Bonds set forth on Exhibit A hereto; and

WHEREAS, in order to obtain the funds needed to refund the Refunded Bonds, the City has
authorized and issued its Water System Revenue Refunding Bonds, Series FF-2017, dated
, 2017 (the "Refunding Bonds"); and

WHEREAS, a portion of the proceeds derived from the sale of the Refunding Bonds and certain
funds of KUB, if any, will be deposited in escrow with the Agent hereunder and applied to the purchase
of certain securities described herein, the principal amount thereof together with interest thereon to
mature at such times and in such amounts as shall be sufficient to pay when due all of the principal of,
premium, if any, and interest on the Refunded Bonds identified on Exhibit A; and

WHEREAS, in order to create the escrow hereinabove described, provide for the deposit of the
proceeds of the Refunding Bonds and the application thereof, and provide for the payment of the
Refunded Bonds, the parties hereto do hereby enter into this Agreement;

NOW, THEREFORE, KUB, in consideration of the foregoing and the mutual covenants herein
set forth and in order to secure the payment of the Refunded Bonds according to their tenor and effect,
does by these presents hereby grant, warrant, demise, release, convey, assign, transfer, alien, pledge, set
over and confirm, to the Agent, and to its successors hereunder, and to it and its assigns forever, in
escrow, all and singular the property hereinafter described to wit:

DIVISION 1
All right, title and interest of KUB and the City in and to $ derived from the
proceeds of the sale of the Refunding Bonds and $ derived from other funds of KUB.
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DIVISION II

All right, title and interest of KUB and the City in and to the Government Securities purchased
with the funds described in Division I hereof and to all income, earnings and increment derived from or
accruing to the Government Securities.

DIVISION III

Any and all other cash or eligible investments from time to time hereafter, by delivery or by
writing of any kind, conveyed, pledged, assigned or transferred in escrow hereunder by KUB or by
anyone in its behalf to the Agent, which is hereby authorized to receive the same at any time to be held in
escrow hereunder.

DIVISION IV

Any other cash or eligible investments that is by the express provisions of this Agreement
required to be subject to the pledge hereof and any additional property that may, from time to time
hereafter, by delivery or by writing of any kind, be subject to the pledge hereof, by KUB or by anyone in
its behalf, and the Agent is hereby authorized to receive the same at any time to be held in escrow
hereunder.

TO HAVE AND TO HOLD, all and singular, the escrowed property, including all additional
property which by the terms hereof has or may become subject to this Agreement, unto the Agent, and its
successors and assigns, forever.

The escrowed property shall be held in escrow for the benefit and security of the owners from
time to time of the portion of the Refunded Bonds identified on Exhibit A; but if the principal of and
interest on the portion of the Refunded Bonds identified on Exhibit A shall be fully and promptly paid
when due in accordance with the terms hereof, then this Agreement shall be and become void and of no
further force and effect, otherwise the same shall remain in full force and effect, subject to the covenants
and conditions hereinafter set forth.

ARTICLE 1
DEFINITIONS AND CONSTRUCTION

SECTION 1.1 Definitions. In addition to words and terms elsewhere defined in this Agreement,
the following words and terms as used in this Agreement shall have the following meanings, unless some

other meaning is plainly intended:

"Agent" means , , Tennessee, its successors and assigns;

"Agreement" means this Refunding Escrow Agreement;
"Board" means the Board of Commissioners of KUB;
"City" means the City of Knoxville, Tennessee;

"Code" means the Internal Revenue Code of 1986, as amended, and any lawful regulations
promulgated thereunder;

"Escrow Fund" shall have the meaning ascribed to it in Section 2.1 hereof;
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"Escrow Property," "escrow property" or "escrowed property” means the property, rights and
interest of KUB that are described in Divisions I through IV of this Agreement and hereinabove conveyed
in escrow to the Agent;

"Government Securities" means obligations and securities described in Section 9-21-1012,
Tennessee Code Annotated that are purchased pursuant to the terms of the Escrow Reinvestment
Agreement on this Agreement;

"KUB" means Knoxville Utilities Board, Knoxville, Tennessee;

"Refunded Bonds" means the City's Water System Revenue Refunding Bonds, Series S-2005,
dated August 10, 2005, maturing March 1, 2018 and thereafter;

"Refunding Bonds" means the City's Water System Revenue Refunding Bonds, Series FF-2017,
dated , 2017,

"Written Request" means a request in writing signed by the President and Chief Executive Officer
of KUB, the Chief Financial Officer of KUB or by any other officer or official of KUB duly authorized
by KUB to act in their place.

SECTION 1.2 Construction. Words of the masculine gender shall be deemed and construed to
include correlative words of the feminine and neuter genders. Words importing the singular number shall
include the plural number and vice versa unless the context shall otherwise indicate. The word "person"
shall include corporations, associations, natural persons and public bodies unless the context shall
otherwise indicate. Reference to a person other than a natural person shall include its successors.

ARTICLE II
ESTABLISHMENT AND ADMINISTRATION OF FUNDS

SECTION 2.1 Creation of Escrow; Deposit of Funds. KUB hereby creates and establishes with
the Agent a special and irrevocable escrow composed of the Escrowed Property and hereby deposits with
the Agent and the Agent hereby acknowledges receipt of $ as described in Division |
hereof. The monies so deposited, together with investment income therefrom, is herein referred to as the
"Escrow Fund" and shall constitute a fund to be held by the Agent as a part of the Escrowed Property
created, established, and governed by this Agreement.

SECTION 2.2 Investment of Funds. The monies described in Section 2.1 hereof shall be held or
invested as follows:

(a) the amount of $ shall be used to purchase the Government
Securities described on Exhibit B attached hereto; and

(b) the amount of $ shall be held as cash in a non-interest-bearing
account.

Except as provided in Sections 2.4 and 2.6 hereof, the investment income from the Government
Securities in the Escrow Fund shall be credited to the Escrow Fund and shall not be reinvested. The
Agent shall have no power or duty to invest any monies held hereunder or to make substitutions of
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Government Securities held hereunder or to sell, transfer, or otherwise dispose of the Government
Securities acquired hereunder except as provided herein.

Section 2.3. Disposition of Escrow Funds. The Agent shall without further authorization or
direction from KUB collect the principal and interest on the Government Securities promptly as the same
shall fall due. From the Escrow Fund, to the extent that monies therein are sufficient for such purpose,
the Agent shall make timely payments to the paying agent or its successor, for the Refunded Bonds of
monies sufficient for the payment of the principal of and interest on the Refunded Bonds as the same shall
become due and payable. Amounts and dates of principal and interest payments and the name and
address of the paying agent with respect to the Refunded Bonds are set forth on Exhibit A. Payment on
the dates and to the paying agent in accordance with Exhibit A shall constitute full performance by the
Agent of its duties hereunder with respect to each respective payment. KUB represents and warrants that
the Escrow Fund, if held, invested and disposed of by the Agent in accordance with the provisions of this
Agreement, will be sufficient to make the foregoing payments. No paying agent fees, fees and expenses
of the Agent, or any other costs and expenses associated with the Refunding Bonds or the Refunded
Bonds shall be paid from the Escrow Fund, and KUB agrees to pay all such fees, expenses, and costs
from its legally available funds as such payments become due. When the Agent has made all required
payments of principal and interest on the Refunded Bonds to the paying agent as hereinabove provided,
the Agent shall transfer any monies or Government Securities then held hereunder to KUB and this
Agreement shall terminate.

Section 2.4. Excess Funds. Amounts held by the Agent, representing interest on the Government
Securities in excess of the amount necessary to make the corresponding payment of principal and/or
interest on the Refunded Bonds, shall be held by the Agent without interest and shall be applied before
any other Escrow Fund monies to the payment of the next ensuing principal and/or interest payment on
the Refunded Bonds. Upon retirement of all the Refunded Bonds, the Agent shall pay any excess
amounts remaining in the Escrow Fund to KUB.

Section 2.5. Reports. The Escrow Agent shall deliver to KUB a monthly report summarizing all
transactions relating to the Escrow Fund; and on or before the first day of August of each year shall
deliver to the Chief Financial Officer of KUB a report current as of June 30 of that year, which shall
summarize all transactions relating to the Escrow Fund effected during the immediately preceding fiscal
year of KUB and which also shall set forth all assets in the Escrow Fund as of June 30 and set forth
opening and closing balances thereof for that fiscal year.

Section 2.6 Investment of Moneys Remaining in Escrow Fund. The Agent may invest and
reinvest any monies remaining from time to time in the Escrow Fund until such time as they are needed.
Such monies shall be invested in Government Securities, maturing no later than the next interest payment
date of the Refunded Bonds, or for such periods or at such interest rates as the Agent shall be directed by
Written Request, provided, however, that KUB shall furnish the Agent, as a condition precedent to such
investment, with an opinion from nationally recognized bond counsel stating that such reinvestment of
such monies will not, under the statutes, rules and regulations then in force and applicable to obligations
issued on the date of issuance of the Refunding Bonds, cause the interest on the Refunding Bonds or the
Refunded Bonds not to be excluded from gross income for federal income tax purposes and that such
investment is not inconsistent with the statutes and regulations applicable to the Refunding Bonds and
Refunded Bonds. Any interest income resulting from reinvestment of monies pursuant to this Section 2.6
shall be applied first to the payment of principal of and interest on the Refunded Bonds to the extent the
Escrow is or will be insufficient to retire the Refunded Bonds as set forth on Exhibit A and any excess
shall be paid to KUB to be applied to the payment of the Refunding Bonds or the expenses of issuance
thereof.
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Section 2.7. Irrevocable Escrow Created. The deposit of monies, Government Securities,
matured principal amounts thereof, and investment proceeds therefrom in the Escrow Fund shall
constitute an irrevocable deposit of said monies and Government Securities for the benefit of the holders
of the Refunded Bonds, except as provided herein with respect to amendments permitted under Section
4.1 hereof. All the funds and accounts created and established pursuant to this Agreement shall be and
constitute escrow funds for the purposes provided in this Agreement and shall be kept separate and
distinct from all other funds of KUB and the Agent and used only for the purposes and in the manner
provided in this Agreement.

Section 2.8. Redemption of Refunded Bonds. The Refunded Bonds shall be redeemed as stated
on Exhibit C attached hereto.

ARTICLE III
CONCERNING THE AGENT

SECTION 3.1 Appointment of Agent. KUB hereby appoints the Agent as escrow agent under
this Agreement.

SECTION 3.2 Acceptance by Agent. By execution of this Agreement, the Agent accepts the
duties and obligations as Agent hereunder. The Agent further represents that it has all requisite power,
and has taken all corporate actions necessary to execute the escrow hereby created.

SECTION 3.3 Liability of Agent. The Agent shall be under no obligation to inquire into or be
in any way responsible for the performance or nonperformance by KUB or any paying agent of its
obligations, or to protect any of KUB's rights under any bond proceedings or any of KUB's other
contracts with or franchises or privileges from any state, county, municipality or other governmental
agency or with any person. The Agent shall not be liable for any act done or step taken or omitted to be
taken by it, or for any mistake of fact or law, or anything which it may do or refrain from doing, except
for its own gross negligence or willful misconduct in the performance or nonperformance of any
obligation imposed upon it hereunder. The Agent shall not be responsible in any manner whatsoever for
the recitals or statements contained herein or in the Refunded Bonds or in the Refunding Bonds or in any
proceedings taken in connection therewith, but they are made solely by KUB. The Agent shall have no
lien whatsoever upon any of the monies or investments in the Escrow Fund for the payment of fees and
expenses for services rendered by the Agent under this Agreement.

The Agent shall not be liable for the accuracy of the calculations as to the sufficiency of Escrow
Fund monies and Government Securities and the earnings thereon to pay the Refunded Bonds. So long as
the Agent applies any monies, the Government Securities and the interest earnings therefrom to pay the
Refunded Bonds as provided herein, and complies fully with the terms of this Agreement, the Agent shall
not be liable for any deficiencies in the amounts necessary to pay the Refunded Bonds caused by such
calculations. The Agent shall not be liable or responsible for any loss resulting from any investment
made pursuant to this Agreement and in full compliance with the provisions hereof.

In the event of the Agent's failure to account for any of the Government Securities or monies
received by it, said Government Securities or monies shall be and remain the property of KUB in escrow
for the benefit of the holders of the Refunded Bonds, as herein provided, and if for any improper reason
such Government Securities or monies are applied to purposes not provided for herein or misappropriated
by the Agent, the assets of the Agent shall be impressed with a trust for the amount thereof until the
required application of such funds shall be made or such funds shall be restored to the Escrow Fund.
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SECTION 3.4 Permitted Acts. The Agent and its affiliates may become the owner of or may
deal in the Refunding Bonds or Refunded Bonds as fully and with the same rights as if it were not the
Agent.

SECTION 3.5 Exculpation of Funds of Agent. Except as set forth in Section 3.3, none of the
provisions contained in this Agreement shall require the Agent to use or advance its own funds or
otherwise incur personal financial liability in the performance of any of its duties or the exercise of any of
its rights or powers hereunder. The Agent shall be under no liability for interest on any funds or other
property received by it hereunder, except as herein expressly provided.

SECTION 3.6 No Redemption or Acceleration of Maturity. The Agent will not pay any of the
principal of or interest on the Refunded Bonds, except as provided in Exhibit A attached hereto and will
not redeem or accelerate the maturity of any of the Refunded Bonds.

SECTION 3.7 Qualifications of Agent. There shall at all times be an Agent hereunder that shall
be a corporation or banking association organized and doing business under the laws of the United States
or any state, located in the State of Tennessee, authorized under the laws of its incorporation to exercise
the powers herein granted, having a combined capital, surplus, and undivided profits of at least
$75,000,000 and subject to supervision or examination by federal or state authority. If such corporation
or association publishes reports of condition at least annually, pursuant to law or to the requirements of
any supervising or examining authority above referred to, then for the purposes of this paragraph the
combined capital, surplus, and undivided profits of such corporation or association shall be deemed to be
its combined capital, surplus, and undivided profits as set forth in its most recent report of condition as
published. In case at any time the Agent shall cease to be eligible in accordance with the provisions of
this Section 3.7, the Agent shall resign immediately in the manner and with the effect specified herein.

SECTION 3.8 Resignation of Agent. The Agent may at any time resign by giving direct written
notice to KUB and by giving the holders of the Refunded Bonds notice by first-class mail of such
resignation. Upon receiving such notice of resignation, KUB shall promptly appoint a successor escrow
agent in the manner provided in the resolution authorizing the Refunding Bonds. If no successor escrow
agent shall have been appointed and have accepted appointment within thirty (30) days after the
publication of such notice of resignation, the resigning Agent may petition any court of competent
jurisdiction located in Knox County, Tennessee, for the appointment of a successor, or any holder of the
Refunded Bonds may, on behalf of himself and others similarly situated, petition any such court for the
appointment of a successor. Such court may thereupon, after such notice, if any, as it may deem proper,
appoint a successor meeting the qualifications set forth in Section 3.7. The Agent shall serve as escrow
agent hereunder until its successor shall have been appointed and such successor shall have accepted the
appointment.

SECTION 3.9 Removal of Agent. In case at any time the Agent shall cease to be eligible in
accordance with the provisions of Section 3.8 hereof and shall fail to resign after written request therefor
by KUB or by any holder of the Refunded Bonds, or the Agent shall become incapable of acting, shall be
adjudged a bankrupt or insolvent or a receiver of the Agent or any of its property shall be appointed, or
any public officer shall take charge or control of the Agent or its property or affairs for the purpose of
rehabilitation, conservation, or liquidation, then in any such case, the Board may remove the Agent and
appoint a successor in the manner provided in the resolution authorizing the Refunding Bonds or any such
bondholder may, on behalf of himself and all others similarly situated, petition any court of competent
jurisdiction situated in Knox County, Tennessee for the removal of the Agent and the appointment of a
successor. Such court may thereupon, after such notice, if any, as it may deem proper, remove the Agent
and appoint a successor who shall meet the qualifications set forth in Section 3.8. Unless incapable of
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serving, the Agent shall serve as escrow agent hereunder until its successor shall have been appointed and
such successor shall have accepted the appointment.

The holders of a majority in aggregate principal amount of all the Refunded Bonds at any time
outstanding may at any time remove the Agent and appoint a successor by an instrument or concurrent
instruments in writing signed by such bondholders and presented, together with the successor's
acceptance of appointment, to KUB and the Agent.

Any resignation or removal of the Agent and appointment of a successor pursuant to any of the
provisions of this Agreement shall become effective upon acceptance of appointment by the successor as
provided in Section 3.10 hereof.

SECTION 3.10 Acceptance by Successor. Any successor escrow agent appointed as provided in
this Agreement shall execute, acknowledge and deliver to KUB and to its predecessor an instrument
accepting such appointment hereunder and agreeing to be bound by the terms hereof, and thereupon the
resignation or removal of the predecessor shall become effective and such successor, without any further
act, deed or conveyance, shall become vested with all the rights, powers, duties and obligations of its
predecessor, with like effect as if originally named as Agent herein; but, nevertheless, on Written Request
of KUB or the request of the successor, the predecessor shall execute and deliver an instrument
transferring to such successor all rights, powers and escrow property of the predecessor. Upon request of
any such successor, KUB shall execute any and all instruments in writing for more fully and certainly
vesting in and confirming to such successor all such rights, powers and duties. No successor shall accept
appointment as provided herein unless at the time of such acceptance such successor shall be eligible
under the provisions of Section 3.7 hereof.

Any corporation into which the Agent may be merged or with which it may be consolidated, or
any corporation resulting from any merger or consolidation to which the Agent shall be a party, or any
corporation succeeding to the business of the Agent, shall be the successor of the Agent hereunder
without the execution or filing of any paper or any further act on the part of any of the parties hereto,
anything herein to the contrary notwithstanding, provided that such successor shall be eligible under the
provisions of Section 3.7 hereof.

SECTION 3.11 Payment to Agent. KUB agrees to pay the Agent, as reasonable and proper
compensation under this Agreement, a one-time fee of $ . The Agent shall be entitled to
reimbursement of all advances, counsel fees and expenses, and other costs made or incurred by the Agent
in connection with its services and/or its capacity as Agent or resulting therefrom. In addition, KUB
agrees to pay to the Agent all out-of-pocket expenses and costs of the Agent incurred by the Agent in the
performance of its duties hereunder, including all publication, mailing and other expenses associated with
the redemption of the Refunded Bonds; provided, however, that KUB agrees, to the extent permitted by
law, to indemnify the Agent and hold it harmless against any liability (unless such liability is due to the
gross negligence or willful misconduct of the Agent) which it may incur while acting in good faith in its
capacity as Agent under this Agreement, including, but not limited to, any court costs and attorneys' fees,
and such indemnification shall be paid from available funds of KUB and shall not give rise to any claim
against the Escrow Fund.

ARTICLE 1V
MISCELLANEOUS

SECTION 4.1 Amendments to this Agreement. This Agreement is made for the benefit of
KUB, the holders from time to time for the Refunded Bonds, and it shall not be repealed, revoked, altered
or amended without the written consent of all such holders, the Agent and KUB; provided, however, that
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KUB and the Agent may, without the consent of, or notice to, such holders, enter into such agreements
supplemental to this Agreement as shall not adversely affect the rights of such holders and as shall not be
inconsistent with the terms and provisions of this Agreement, for any one or more of the following
purposes:

(a) to cure any ambiguity or formal defect or omission in this Agreement;

(b) to grant to, or confer upon, the Agent for the benefit of the holders of the
Refunded Bonds, any additional rights, remedies, powers or authority that may lawfully be
granted to, or conferred upon, such holders or the Agent; and

(c) to subject to this Agreement additional funds, securities or properties.

The Agent shall be entitled to rely exclusively upon an unqualified opinion of nationally
recognized bond counsel with respect to compliance with this Section 4.1, including the extent, if any, to
which any change, modification, addition or elimination affects the rights of the holders of the Refunded
Bonds, or that any instrument executed hereunder complies with the conditions and provisions of this
Section 4.1.

Notwithstanding the foregoing or any other provision of this Agreement, upon Written Request
and upon compliance with the conditions hereinafter stated, but only with the consent of the Provider, the
Agent shall have the power to and shall, in simultaneous transactions, sell, transfer, otherwise dispose of
or request the redemption of all or any portion of the Government Securities held hereunder and to
substitute therefor direct obligations of, or obligations the principal of and interest on which are fully
guaranteed by the United States of America, subject to the condition that such monies or securities held
by the Agent shall be sufficient to pay principal of and interest on the Refunded Bonds. KUB hereby
covenants and agrees that it will not request the Agent to exercise any of the powers described in the
preceding sentence in any manner which will cause the Refunding Bonds to be arbitrage bonds within the
meaning of Section 148 of the Code in effect on the date of such request and applicable to obligations
issued on the issue date of the Refunding Bonds. The Agent shall purchase such substituted securities
with the proceeds derived from the maturity, sale, transfer, disposition or redemption of the Government
Securities held hereunder or from other monies available. The transactions may be effected only if there
shall have been submitted to the Agent: (1) an independent verification by a nationally recognized
independent certified public accounting firm concerning the adequacy of such substituted securities with
respect to principal and the interest thereon and any other monies or securities held for such purpose to
pay when due the principal of and interest on the Refunded Bonds in the manner required by the
proceedings which authorized their issuance; and (2) an opinion from nationally recognized bond counsel
to the effect that the disposition and substitution or purchase of such securities will not, under the statutes,
rules and regulations then in force and applicable to obligations issued on the date of issuance of the
Refunding Bonds, cause the interest on the Refunding Bonds not to be exempt from Federal income
taxation. Any surplus monies resulting from the sale, transfer, other disposition or redemption of the
Government Securities held hereunder and the substitutions therefor of direct obligations of or obligations
the principal of and interest on which is fully guaranteed by the United States of America shall be
released from the Escrow Fund and shall be transferred to KUB.

SECTION 4.2 Severability. If any provision of this Agreement shall be held or deemed to be
invalid or shall, in fact, be illegal, inoperative or unenforceable, the same shall not affect any other
provision or provisions herein contained or render the same invalid, inoperative or unenforceable to any
extent whatever.
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SECTION 4.3 Governing Law. This Agreement shall be governed and construed in accordance
with the laws of the State of Tennessee.

SECTION 4.4 Notices. Any notice, request, communication or other paper shall be sufficiently
given and shall be deemed given when delivered or mailed by Registered or Certified Mail, postage
prepaid, or sent by telegram as follows:

To KUB:
Chief Financial Officer
Knoxville Utilities Board
445 Gay Street
Knoxville, Tennessee 37902

To the Agent:

KUB and the Agent may designate in writing any further or different addresses to which
subsequent notices, requests, communications or other papers shall be sent.

SECTION 4.5 Agreement Binding. All the covenants, promises and agreements in this
Agreement contained by or on behalf of the parties shall bind and inure to the benefit of their respective
successors and assigns, whether so expressed or not.

SECTION 4.6 Termination. This Agreement shall terminate when all transfers and payments
required to be made by the Agent under the provisions hereof shall have been made.

SECTION 4.7 Execution by Counterparts. This Agreement may be executed in several
counterparts, all or any of which shall be regarded for all purposes as one original and shall constitute and
be but one and the same instrument.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, KUB has caused this Agreement to be signed in its name by its
President and Chief Executive Officer and attested by the Secretary of its Board of Commissioners, and
the Agent has caused this Agreement to be signed in its corporate name by its duly authorized officers, all
as of the day and date first above written.

CITY OF KNOXVILLE, TENNESSEE

by and through the
KNOXVILLE UTILITIES BOARD

By:

President and Chief Executive Officer

Secretary
Escrow Agent
By:
Title:
ATTEST:
Title:
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EXHIBIT A TO REFUNDING ESCROW AGREEMENT

Debt Service Schedule of the refunded Water System Revenue Refunding Bonds, Series S-2005, dated
August 10, 2005, maturing March 1, 2018 and thereafter to the Redemption Date with name and address
of the Paying Agent and Date and Amount of Redemption

Payment Principal Principal Interest Redemption Total Debt
Date Payable Redeemed Payable Premium Service
Totals:

Paying Agent: Regions Bank
Nashville, Tennessee
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EXHIBIT B TO REFUNDING ESCROW AGREEMENT

Government Securities

Par Amount Interest Rate Maturity Date

Cost of Securities: $
Cash: $



EXHIBIT C TO REFUNDING ESCROW AGREEMENT

The outstanding Water System Revenue Refunding Bonds, Series S-2005, dated August 10, 2005,
maturing March 1, 2018 and thereafter (the "Refunded Bonds") of the City of Knoxville, Tennessee shall
be redeemed as provided in this Exhibit C. The Agent is hereby authorized and directed to give the
paying agent for the Refunded Bonds notice on or before to give notice of a
redemption to the holders of said Refunded Bonds in accordance with the resolution
authorizing the issuance of said Refunded Bonds.

NOTICE OF REDEMPTION

THE CITY OF KNOXVILLE, TENNESSEE
BY AND THROUGH THE
KNOXVILLE UTILITIES BOARD

NOTICE IS HEREBY GIVEN that the City of Knoxville, Tennessee (the "City"), by and through the
Knoxville Utilities Board, has elected to and does exercise its option to call and redeem on
, 2017, all of the City's outstanding bonds as follows:

Water System Revenue Refunding Bonds, Series S-2005, dated August 10, 2005,
maturing March 1, 2018 and thereafter

The owners of the above-described Bonds are hereby notified to present the same to the principal
office of Regions Bank, Nashville, Tennessee, where redemption shall be made at the price of par plus
interest accrued to the redemption date. The redemption price will become due and payable on

upon each such Bond herein called for redemption and such Bonds shall not bear interest
beyond

Important Notice: Withholding of 28% of gross redemption proceeds of any payment made
within the United States may be required by the Economic Growth and Tax Relief Reconciliation Act of
2003 (the "Act"), unless the Paying Agent has the correct taxpayer identification number (social security
or employer identification number) or exemption certificate of the payee. Please furnish a properly
completed W-9 or exemption certificate or equivalent when presenting your securities.

REGIONS BANK
as Registration and Paying Agent

21098466.3
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Refunding Plans and Reports from Office of State
and Local Finance



STATE OF TENNESSEE
COMPTROLLER OF THE TREASURY
OFFICE OF STATE AND LOCAL FINANCE

JAMES K. POLK STATE OFFICE BUILDING
505 DEADERICK STREET, SUITE 1600
NASHVILLE, TENNESSEE 37243-1402

PHONE (615) 401-7872
FAX (615) 741-5986

January 10, 2017

Honorable Madeline Rogero, Mayor
and Honorable City Council

City of Knoxville

P.O. Box 1631

Knoxville, TN 37901

Dear Mayor Rogero and Members of the Council:

This letter and report, and the plan of refunding (the “Plan™), are to be posted on the website of the City
of Knoxville (the “City”). Please provide a copy of this report to each member of the Council and present
it at the next meeting of the City Council.

This letter acknowledges receipt of the City’s request dated January 5, 2017, to review the Plan for the
issuance of a maximum of $26,500,000 Electric System Revenue Refunding Bonds, Series HH-2017,
(the “Refunding Bonds”) to current refund an estimated $25,525,000 Electric System Revenue
Refunding Bonds, Series W-2005 (the “Refunded Bonds™).

Pursuant to the provisions of Tennessee Code Annotated Title 9 Chapter 21, a plan must be submitted
to our Office for review. The information presented in the Plan includes the assertions of the City and
may not reflect either current market conditions or market conditions at the time of sale.

Balloon Indebtedness

The proposed structure of the Refunding Bonds does not appear to be balloon indebtedness. However,
as of the date of this letter, the balloon indebtedness statute would not be applicable because the proposed
debt to be issued is secured solely by a revenue pledge and the City has some amount of long-term
revenue indebtedness outstanding that is rated AA+/Aal or better. As long as the City maintains a rating
at AA+/Aal or better, the City will not be subject to the requirements of T.C.A. § 9-21-134 concerning
balloon indebtedness.

Financial Professionals

The City has identified Cumberland Securities Company, Inc. as its municipal advisor. Municipal
advisors have a fiduciary responsibility to the City. Underwriters have no fiduciary responsibility to the



Letter to the City of Knoxville — Electric System Revenue Refunding Bonds
January 10, 2017
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City. They represent the interests of their firm and are not required to act in the City’s best interest
without regard to their own or other interests. The Plan was prepared by the City with the assistance of
its municipal advisor.

City’s Proposed Refunding Objective
The City indicated the purpose of the refunding is for net present value debt service savings.
Compliance with the City’s Debt Management Policy

The City provided a copy of its debt management policy, and within forty-five (45) days of issuance of
the debt approved in this letter, is required to submit a Report on Debt Obligation that indicates that this
debt complies with its debt policy. If the City amends its policy, please submit the amended policy to
this office.

Report of the Review of a Plan of Refunding

The enclosed report does not constitute approval or disapproval for the proposed plan or a determination
that a refunding is advantageous or necessary nor that any of the outstanding obligations should be called
for redemption on the first or any subsequent available redemption date or remain outstanding until their
respective dates of maturity. This letter and the enclosed report do not address the compliance with
federal tax regulations and are not to be relied upon for that purpose. The City should discuss these
issues with a bond counsel.

This report is effective for a period of one hundred twenty (120) days. If the refunding has not been
completed during this time, a supplemental plan of refunding must be submitted to this Office. At that
time we will issue a report thereon pursuant to the statutes. In lieu of submitting a supplemental plan, a
statement. may be submitted to our Office after the 120-day period has elapsed stating that the
information contained in the current plan of refunding remains valid. Such statement must be submitted
by either the Chief Executive Officer or the Chief Financial Officer of the local government. We will
acknowledge receipt of such statement and will issue our letter confirming that this refunding report
remains valid for an additional 120-day period. However, with regard to the report currently being issued
by this Office, during the initial 120-day period or any subsequent 120-day period no refunding reports
will be issued relating to the debt obligations indicated herein as being refunded unless the Chief
Executive Officer or the Chief Financial Officer notifies our Office that the plan of refunding which has
been submitted is no longer valid.

We recognize that the information provided in the plan submitted to our Office is based on preliminary
analysis and estimates, and that actual results will be determined by market conditions at the time of sale
of the debt obligations. However, if it is determined prior to the issuance of these obligations that the.
actual results will be significantly different from the information provided in the plan which has been
submitted, and the local government determines to proceed with the issue, our Office should
subsequently be notified by either the Chief Executive Officer or the Chief Financial Officer of the local
government regarding these differences, and that the local government was aware of the differences and
determined to proceed with the issuance of the debt obligations. Notification to our Office will be
necessary only if there is an increase or decrease of greater than fifteen percent (15%) in any of the
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following: (1) the principal amount of the debt obligations issued; (2) the costs of issuance; (3) the
cumulative savings or loss with regard to any refunding proposal. We consider this notification
necessary to ensure that this Office and officials of the local government are aware of any significant
changes that occur with regard to the issuance of the proposed indebtedness.

Report On Debt Obligation

We are enclosing the Report on Debt Obligation. The form must be completed for all debt issued.
Pursuant to T.C.A. § 9-21-151, this form is to be completed and filed with the governing body of the
City no later than forty-five days after the issuance of this debt, with a copy (including attachments, if
any) filed with the Director of the Office of State and Local Finance by mail to the address on this
letterhead or by email to stateandlocalfinance.publicdebtform(@cot.tn.gov. No public entity may enter
into additional debt if it has failed to file the Report on Debt Obligation. A fillable PDF of Form CT-
0253 can be found at http://www.comptroller.tn.gov/sl/pubdebt.asp.

If you should have any questions or we may be of assistance, please feel free to call.

Sincerely,

W . |

Sandra Thompson
Director of the Office of State & Local Finance

cc! Mr. Jim Arnette, Director of Local Government Audit, COT
Ms. Mintha Roach, President and CEO, Knoxville Utilities Board
Mr. Joseph Ayres, Cumberland Securities Company, Inc.
Mr. Scott Gibson, Cumberland Securities Company, Inc.
Mr. Mark Mamantov, Bass Berry & Sims

Enclosures: Report of the Director of the Office of State & Local Finance
Report on Debt Obligation



REPORT OF THE DIRECTOR OF THE OFFICE OF STATE AND LOCAL FINANCE
CONCERNING THE PROPOSED ISSUANCE
BY THE CITY OF KNOXVILLE, TENNESSEE OF
ELECTRIC SYSTEM REVENUE REFUNDING BONDS, SERIES HH-2017

The City of Knoxville (the “City”) submitted a plan of refunding (the “Plan”), as required by T.C.A. § 9-21-
903 regarding an issuance of a maximum of $26,500,000 Electric System Revenue Refunding Bonds, Series
HH-2017, (the “Refunding Bonds”) to current refund an estimated $25,525,000 Electric System Revenue
Refunding Bonds, Series W-2005 (the “Refunded Bonds™).

"The Plan was prepared with the assistance of the-City’s municipal advisor, Cumberland Securities Company,
Inc. An evaluation of the preparation, support, and underlying assumptions of the Plan has not been
performed by this Office. This letter and report provide no assurances of the reasonableness of the undetlying
assumptions. This report must be presented to the governing body prior to the adoption of a refunding bond
resolution. The Refunding Bonds may be issued with a structure different to that of the Plan. The City
provided a copy of its. debt management policy.

Balloon Indebtedness.

The proposed structure of the Refunding Bonds does not appear to be balloon indebtedness. However, as of
the date of this letter, the balloon indebtedness statute would not.be applicable because the proposed debt to
be issued is. secured solely by a revenue pledge and the City has some amount of long-term revenue
indebtedness outstanding that is rated AA+/Aal or better. As long as the City maintains a rating at AA+/Aal
or better, the City will not be subject to the requirements of T.C.A. § 9-21-134 concerning balloon
indebtedness.

City’s Proposed Refunding Objective
The City indicated the purpose of the refunding is for net present value debt service savings.
Refunding Analysis

The results of the refunding are based on the.assumption that $26,200,000 Refunding Bonds will be
sold by competitive sale and priced at par.
The City will transfer $274,802 from prior issue debt service funds to fund the transaction.
The estimated net present value savings are $1,958,773, or approximately 7.67% of the refunded
principal of $25,525,000.

e The refunding generates savings by reducing the average coupon of the Refunded Bonds.from 4.38%
to an average coupon of 2.54% for the Refunding Bonds.

e The final maturity of the Refunding Bonds does not extend beyond the final maturity of the Refunded
Bonds.

e Estimated cost of issuance of the Refunding Bonds is $423,281 or $16.16 per $1,000 of ‘the par
amount. See Table 1 for individual costs of issuance. ,



Table 1

Costs of Issuance of Refunding Bonds

Amount Price per $1,000 bond

Underwriter's Discount (TBD by competitive sale) S 278,780.79 ) 10.64
Municipal Advisor (Cumberland Securities Company, Inc.) 42,500.00 1.62
Bond Counsel (Bass Berry & Sims) 36,000.00 1.38
Rating Agency Fees 49,500.00 1.89
Other Costs 16,500.00 0.63
Total Cost of Issuance $ 423,280.79 $ 16.16

The City has identified Cumberland Securities Company, Inc. as its municipal advisor. Municipal advisors have
a fiduciary responsibility to you, the issuer. Underwriters have no fiduciary responsibility to you. They represent
the interests of their firm.

This report of the Office of State and Local Finance does not constitute approval or disapproval by the Office for
the Plan or a determination that a refunding is advantageous or necessary nor that any of the refunded obligations
should be called for redemption on the first or any subsequent available redemption date or remain outstanding
until their respective dates of maturity. This report is based on information as presented in the Plan by the City.
The assumptions included in the City’s Plan may not reflect either current market conditions or market conditions
at the time of sale.

If all of the Refunded Bonds are not refunded as a part of the Refunding Bonds, and the City wishes to refund
them in a subsequent bond issue, then a new plan will have to be submitted to this Office for review.

Sandra Thompso.n ;

Director of the Office of State and Local Finance
Date: January 10, 2017



KUB

Knoxville Utilities Board

January 5, 2017

Ms. Sandra Thompson

Director of Office of State and Local Finance
Suite 1600, James K. Polk Building

505 Deaderick Street

Nashville, TN. 37243-1402

Re: Knoxville Utilities Board / City of Knoxville, Tennessee - Electric System

Dear Ms. Thompson:

The Knoxville Utilities Board (“KUB”) of the City of Knoxville, Tennessee (the “City”) is
pleased to enclose for your consideration a report entitied "Plan of Refunding” dated January
5, 2017. This report is being delivered to you to comply with Chapter 34, Title 7 and Chapter
21, Title © Tennessee Code Annotated.

Entity Information: :
(A)KUB, governed by a Board of Commissioners, on behalf of the City of

Knoxville, Tennessee, governed by the City Council, pursuant to the
City’s Charter, KUB has full legal authority and controls all aspects of the
issuance of the proposed refunding debt.

(B) Madeline Rogero, Mayor
P.O. Box 1631 Knoxville, TN 37901

Mintha Roach, KUB President and CEO
445 South Gay Street Knoxville, TN 37902

Mark Walker, KUB CFO (865) 594-7418
445 South Gay Street Knoxville, TN 37902

E-Mail address: mintha.roach@kub.org and mark.walker@kub.org

(C) Contacts for additional information:
Financial Advisor: Cumberland Securities Company, Inc. (865-988-2663)
Joe Ayres: joe.ayres@cumberlandsecurities.com and
Scott P. Gibson: scott.gibson@cumberlandsecurities.com

Bond Counsel: Bass, Berry & Sims (865-521-0365)
Mark Mamantov: mmamantov@bassberry.com

Electricity = Gas * Water - Wastewater

P.O. Box 59017 « Knoxville, TN 37950-9017 - (865) 524-2911 » www.kub.org



Timing Information:
(A) January 31, 2017 regularly scheduled City Council Meeting

Specific Request for:
(A) KUB on behalf of the City hereby requests a Report from the Office of State
and Local Finance on the enclosed Plan of Refunding pursuant to Chapter
34, Title 7 and Chapter 21, Title 9 Tennessee Code Annotated.

The City, acting by and through KUB, is proposing to refinance the following outstanding
obligations: Electric System Revenue Refunding Bonds, Series W-2005, dated August 10,
2005, maturing July 1, 2018 through July 1, 2027 in the outstanding principal amount of
$25,525,000 (the “Series W-2005 Bonds”).

The enclosed Plan of Refunding outlines the projected structure based upon current market
conditions. To maximize flexibility the City's bond resolution will be drafted to authorize the
refunding of all or any portion of the above referenced debt. Therefore, the final structure and
sizing could vary from the enclosed request based on the final structure of the proposed

Bonds.

The City Council is scheduled to meet on Tuesday, January 31, 2017 to discuss the Plan of
Refunding and other documents related to this refinancing plan.

If you have any questions or need any additional information with respect to this financing,
please do not hesitate to contact me or our Financial Advisor, Mr. Joe Ayres or Mr. Scott P.
Gibson at Cumberland Securites Company, Inc. (865-988-2663) at your earliest
convenience.

Very truly yours,

Mintha Roach

President and CEO

c: Mayor Madeline Rogero
Mr. Joe Ayres
Mr. Mark Mamantov

Enclosure



Plan of Refunding — Electric System
Knoxuville Utilities Board / City of Knoxville, Tennessee

A) Identification of Key Professionals (including financial advisors, bond counsel,
underwriters, or lenders) who have provided advice or proposals on which the Entity
relied to prepare the Plan):

1. Underwriter: Determined at Competitive Public Sale
2. Bond Counsel: Bass, Berry & Sims
3. Financial Advisor: Cumberland Securities Company, Inc.

B) Purpose(s) of Refunding, including parameters:
1. Cost Savings: include a projection of the savings and amortization schedules for
both refunding and refunded debt: ‘
a. See attached Preliminary Refunding Analysis page 1.
2. Restructuring: provide a comparison of existing and proposed structures,
describing why debt is being restructured:
a. N/A . _
3. . Covenant change: Clearly describe covenant to be eliminated or revised and any
change in the structure:
a. N/A
4. Reduction or elimination of risk: describe risk to be reduced or eliminated:
a. The proposed refunded bonds are fixed rate and will be refunded with fixed
rate bonds, therefore, there will be no change in risk.

C) Statement that the proposed refunding complies with the Entity’s adopted debt
management policy and a description of how the transaction is consistent with the
policy, including any savings threshold. If there is no adopted policy or the transaction is
not consistent, the Entity shall provide a detailed explanation.

1. KUB adopted a debt management- policy on November 17, 2011 and amended the
policy on September 20, 2012. The proposed structure does have savings in excess
of 3% and does not extend debt past the original life of the issue which is consistent
with the KUB debt management policy. Additionally, the proposed debt is
traditional fixed rate debt and is the preferred form of debt under KUB’s debt
management policy.



D) Other Information

1. Amortization schedules for both (proposed) refunding and (outstanding) debt to
be refunded,
a. Proposed refunding debt schedule: See attached Preliminary Refunding
Analysis pages 3.
b. Outstanding debt schedule(s): See attached Preliminary Refunding Analysis
page 2.

As well as the following:

2. Refunding Debt:
a. Maximum size to be authorized by the governing body, identifying all
outstanding debt that could be included in the refunding:
i. Maximum size authorized by governing body = $26,500,000. To
refund the Electric System Revenue Refunding Bonds, Series W-2005,
dated August 10, 2005, maturing July 1, 2018 through July 1, 2027 in
the outstanding principal amount of $25,525,000 (the “Series W-
2005 Bonds”).
b. Anticipated Size = $26,200,000
c. Anticipated final maturity and weighted average maturity. If the final
maturity is extended beyond the fiscal year of final maturity of debt to be
refunded or the weighted average maturity is increased, list the projects as
required below for refunded debt: |
i. Final Maturity = 7/1/2027 (Same as refunded Debt)
ii. Weighted Average Maturity = 5.811 Years (Less Than Refunded
Debt

d. Estimated Breakdown of Costs of Issuance: See attached Prelimina-ry
Refunding Analysis page 6.

e. Estimated Sources and Uses of Funds: See attached Preliminary Refunding
Analysis page 4.

3. Refunded Debt: Information must be provided with respect to each debt issue to
be refunded; (if all currently outstanding debt will not be refunded, identify
maturities that are candidates for refunding).

a. Name of issue, type of debt, original terms, including whether the debt is

federally tax-exempt or taxable.
2



i. Electric System Revenue Refunding Bonds, Series W-2005, dated
August 10, 2005, maturing July 1, 2018 through July 1, 2027 in the
outstanding principal amount of $25,525,000 (the “Series W-2005
Bonds”). The Series W-2005 Bonds are tax-exempt, fixed-rate debt,
with a final maturity on July 1, 2027.

b. Date of issue and copy of CT-0253 filed.

i. Date of Issue = August 10, 2005. The CT-0253 was filed with the
Office of State and Local Finance in connection with the issue of the
Series W-2005 Bonds.

c. Date of authorization by the governing body.
i. The Series W-2005 Bonds were authorized by the City’s governing body
on July 05, 2005. -
d. Whether bank-qualified or under other small issuer exception.
i. No
e. Projects funded with proceeds of issue and remaining average life of
projects (if final maturity or weighted average maturity of debt is
extended).

i. The purpose of the Series W-2005 Bonds being refunded were used
to advance refund the Electric Revenue Bonds, Series U-2001, dated
December 1, 2001 (the “Series U-2001 Bonds”) maturing July 1, 2011
and thereafter on the July 1, 2010 redemption date at par plus
accrued interest. The Series U-2001 Bonds provide funds to péy the
costs of the construction, renovation, extension and improvements
to the System; and to pay costs incident to the issuance and sale of
Bonds. The average life of the proposed refunding bonds will not be
longer than the average remaining life of the assets financed.

f. Derivative product, if any, and copy of Report of Compliance:
i. There is no derivative agreement associated with the Series W-2005

Bonds.
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~ Preliminary
Refunding Analysis
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Prepared By:
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Independent Financial Advisors
P.O. Box 24508
Knoxville, Tennessee 37933
Telephone: (865) 988-2663
Facsimile: (865) 988-1863

CUMBERLAND SECURITIES
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Estimated Savings Analysis
$26,200,000

City of Knoxville, Tennessee / Knoxville Utilities Board
Electric System Revenue Refunding Bonds, Series HH-2017

Estimated Savings Analysis

Date Principal Coupon Interest Total P+I Refunded D/S Estimated Savings
06/30/2017 - - - - - (274,801.56)
06/30/2018 440,000.00 1.250% 427,013.56 867,013.56 1,099,206.26 232,192.70
06/30/2019 2,335,000.00 1.500% 581,342.50 2,916,342.50 3,152,306.26 235,963.76
06/30/2020 2,380,000.00 1.750% 543,005.00 2,923,005.00 3,155,340.63 232,335.63
06/30/2021 2,420,000.00 1.900% 499,190.00 2,919,190.00 © 3,153,353.13 234,163.13
06/30/2022 .2,465,000.00 2.100% 450,317.50 2,915,317.50 3,151,068.76 235,751.26
06/30/2023 2,520,000.00 2.300% 395,455.00 2,915,455.00 3,148,218.76 232,763.76
06/30/2024 2,580,000.00 2.400% 335,515.00 2,915,515.00 3,149,293.76 233,778.76
06/30/2025 2,645,000.00 2.600% 270,170.00 2,915,170.00 3,148,903.13 233,733.13
06/30/2026 2,725,000.00 2.700% 198,997.50 2,923,997.50 3,153,262.50 229,265.00
06/30/2027 2,800,000.00 2.800% 123,010.00 2,923,010.00 3,155,200.00 232,190.00
06/30/2028 2,890,000.00 2.900% 41,905.00 2,931,905.00 3,154,412.50 222,507.50

Total $26,200,000.00 - $3,865,921.06 $30,065,921.06 $32,620,565.69 $2,279,843.07
Net Present Value Benefit $1,958,773.09
Net PV Benefit / $25,525,000 RefUnded PrNCIPAL...........voemirsemeieeeeeneceieesescssas s sesasssemsssasssssssssssassassssassssssssasasesasase s ssens st ansssssssnsess 7.674%
Dated 4/15/2017
First Coupon Date........ccovevurrccnnnenes R T S VS VPSS SRS 7/01/2017
Weighted AVErage MAtULILY...........ccoruerureescusimsesssssmmsssmsasasesssss s s sssssesssasss st s sase ssnssssssssas 5.811 Years
Bond Yield for Arbitrage Purposes.... S R : ks 2.5290826%
AVETAZE COUPON. ..o nuoasiiusiuiisnssinssiasainassass tsasssssonsoss sss 445088 s04F8H 444211 8R4 A SE LS TR SR AT e st 1 e 2.5393411%
PN Year DIOEES: .. ..o ooisivmsinsmmisnsvisssniosssnssssssiins cxisins Sodinatainsns st st eraan s s nsspasnsas senhens 14 omt b RAS IS s R s a2 anns s eSS - $152,241.11
True Interest Cost (TIC) : 2.7191110%
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$38,710,000
Knoxville Utilities Board
Electric System Revenue Refunding Bonds, Series W-2005

Debt Service To Maturity And To Call

Refunded
Date Refunded Bonds Interest D/S To Call Principal Coupon Interest Refunded D/S
04/15/2017 - - - - - - -
07/01/2017 25,525,000.00 549,603.13 26,074,603.13 - 4.000% 549,603.13 549,603.13
01/01/2018 - - - - - 549,603.13 549,603.13
07/01/2018 - - - 2,095,000.00  4.000% 549,603.13 2,644,603.13
01/01/2019 - - - - - 507,703.13 507,703.13
07/01/2019 - - - 2,185,000.00 4.125% 507,703.13 2,692,703.13
01/01/2020 - - - - - 462,637.50 462,637.50
07/01/2020 - - - 2,275,000.00 4.125% 462,637.50 2,737,637.50
01/01/2021 - - - - - 415,715.63 415,715.63
07/01/2021 - - - 2,370,000.00 4.250% 415,715.63 2,785,715.63
01/01/2022 - - - - - 365,353.13 365,353.13
07/01/2022 - - - 2,470,000.00 4.250% 365,353.13 2,835353.13
01/01/2023 - = - - - 312,865.63 312,865.63
07/01/2023 - - - 2,580,000.00 4.375% 312,865.63 2,892,865.63
01/01/2024 - - - - - 256,428.13 256,428.13
07/01/2024 - - & 2,695,000.00 4.375% 256,428.13 2,951,428.13
01/01/2025 - - - - - 197,475.00 197,475.00
07/01/2025 - - - 2,820,000.00 4.375% 197,475.00 3,017,475.00
01/01/2026 - - - - - 135,787.50 135,787.50
07/01/2026 - - - 2,950,000.00 4.500% 135,787.50 3,085,787.50
01/01/2027 - - - - - 69,412.50 69,412.50
07/01/2027 - - - 3,085,000.00 4.500% 69,412.50 3,154,412.50
Total $25,525,000.00 $549,603.13 $26,074,603.13 $25,525,000.00 - $7,095,565.69 $32,620,565.69
Yield Statistics
Base date for Avg. Life & Avg. Coupon CalCULALON. .........ccuvvmiiniresiesiisisssesissesissa s es s s st e 4/15/2017
Average Life S T e R T A b R AR B v Vs N 6.065 Years
Average Coupon....... i e R A A T RN R S S S SRR Ry S RS PSHRES 4.3781791%
Weighted Average Maturity (PAr BasiS).........c.coccveusemrmremsrersssriinssrasmissssissssesssssssestas st ss st s s s r s s s e s et sanes 6.065 Years
Refunding Bond Information
Refunding DAted IIALE. ... .. .. cocorurreesreiesssssssesmassessanssvosssmsssasassassasasmssessassesssssssss sss s essasss s ibasasbsssasssgasissssansnssssanssssssnssssdismshnasssesnsee 4/15/2017
RefUNAIng DEHVEIYIDALE...........ccoceruiiiisensimsisessinsisissssrssssmmstssasssasassssssemsanss 131 4848104418408 4 821888 RS s s s e R SRS R T et s 4/15/2017

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



$26,200,000

City of Knoxville, Tennessee / Knoxville Utilities Board
Electric System Revenue Refunding Bonds, Series HH-2017

Estimated Debt Service

Estimated Debt Service
Date Principal Coupon Interest Total P+1 Fiscal Total

04/15/2017 5 - - - -
07/01/2017 440,000.00 1.250% 127,586.06 567,586.06 -
01/01/2018 - - 299.427.50 299,427.50 -
06/30/2018 - - - - 867,013.56
" .07/01/2018 2,335,000.00 1.500% 299.427.50 2,634,427.50 -
01/01/2019 - - 281,915.00 281,915.00 -
06/30/2019 - - - - 2,916,342.50
07/01/2019 2,380,000.00 1.750% 281,915.00 2,661,915.00 -
01/01/2020 - - 261,090.00 261,090.00 -
06/30/2020 - - - - 2,923,005.00
07/01/2020 2,420,000.00 1.900% 261,090.00 2,681,090.00 -
01/01/2021 - - 238,100.00 238,100.00 -
06/30/2021 - - - - 2,919,190.00
07/01/2021 2,465,000.00 2.100% 238,100.00 2,703,100.00 -
01/01/2022 - - 212,217.50 212,217.50 -
06/30/2022 - - - - 2,915,317.50
07/01/2022 2,520,000.00 2.300% 212,217.50 2,732,217.50 -
01/01/2023 - - 183,237.50 183,237.50 -
06/30/2023 - - - - 2,915,455.00
07/01/2023 2,580,000.00 2.400% 183,237.50 2,763,237.50 -
01/01/2024 - - 152,277.50 152,277.50 -
06/30/2024 - - - - 2,915,515.00
07/01/2024 2,645,000.00 2.600% 152,277.50 2,797,277.50 -
01/01/2025 - - 117,892.50 117,892.50 : -
06/30/2025 - - - - 2,915,170.00
07/01/2025 2,725,000.00 2.700% 117,892.50 2,842 .892.50 -
01/01/2026 - - 81,105.00 81,105.00 -
06/30/2026 - - ' - - 2,923,997.50
07/01/2026 2,800,000.00 2.800% §1,105.00 2,881,105.00 -
01/01/2027 - - 41,905.00 41,905.00 -
06/30/2027 - - - - 2,923,010.00
07/01/2027 2,890,000.00 2.900% 41,905.00 2,931,905.00 -
06/30/2028 - - - - 2,931,905.00
Total $26,200,000.00 - $3,865,921.06 $30,065,921.06 -

Date And Term Structure
T o o i M S G o AR X RSN AR gt Y B AR SMS AL SN AR MRS s RS o smn o n Sre B bATEETUAY 4/15/2017
FRESE COUPOR IDIALE........recerrssronssessemsessmmsmss biomasssisissassmosissasasss sinsmbessenss s §6504845 408448441 4481430 08 en b e e aEa a8 A ae bbb s s nnbss st e 7/01/2017
Frequency Of INtEreSt PAYINEILS. .........covuruieeiuinernsissessessessesemssase s s st £ L08R £ S0 R4 SRS e e s s 2 Per Year
First Serial Maturity DAe..........c.ciiiioiieieriiesiiaitissiasc s iesaes e s st easssse st seresssssaeaes Sraassaressansseaa s e 4e s FE e LSS0 L SRS LR s e 7/01/2017

Yield Statistics

AVETBEE COUPOIL ...c.couvsurmssassssemsaemsessebusassesssssasassossssssessnssssas s s5FsE 8814444581588 48 42441580401 AP LRSS s s 2.5393411%
Weighted Average Maturity 5.811 Years
Bond Year Dollars $152,241.11
Bond Yield fOr Arbitrage PUIPOSES......c.coieieciiecuriasesiisssssssessssessasssssssmsessssssesssmsesss et s 450854441844 SR s b2 RS RS e eans 2.5290826%
True INErest GOt (TIC)...uummumimciimtnatonitansasuscs sssries s 54 o8y ey o5y S0 64T e S ST A s 2.7191110%

Cumberland Securities Company, Inc.

Tennessee Public Finance - SPG



Estimated Sources & Uses

$26,200,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Electric System Revenue Refunding Bonds, Series HH-2017

Estimated Sources & Uses

Dated 04/15/2017 | Delivered 04/15/2017

Estimated Sources Of Funds

Par Amount 0f Bonds..........ooocoovveeeeiseeeeaseessesssssssesaens S e R e s $26,200,000.00
Translers Trom Prioe Tosue Do bt S arwioe PSS A S T e i it 274,801.56
Estimated Total Sources $26,474,801.56
Estimated Uses Of Funds

Estimated Total Underwriter's Discount (Final Discount determined when bids are calculated®).............. — 278,780.79
Estimated Costs 0f [SSUAINCE..........coverrieueeeireeeesrcisaesiesressessenssnsesaeennas .. SO 144,500.00
Estimated Deposit to Current Refunding Fund : T e 26,051,520.77
Total Uses. $26,474,801.56

* Bids are award based on the lowest True Interest Cost (TIC).

True Interest Cost is a method of computing the interest expense to the issuer of bonds, true interest cost is defined as the rate, compounded semi-
annually, necessary to discount the amounts payable on the respective principal and interest payment dates to the purchase price received for the new
issue of bonds. Purchase price is affected by the amount of underwriter's discount the buyer utilizes.

Competitive Public Sale provides for open bid process. Every underwriter (Wiley Brothers, Southwest Securities,
Duncan-Williams, FTN Financial Capital Markets, Raymond James & Associates, Robert W. Baird, Hutchinson,
Shockey, Erley & Co., Sterne, Agee & Leach, Bank of America Merrill Lynch, Vining-Sparks, PNC Capital Markets,
SunTrust Banks, Wells Fargo Bank, Goldman Sachs, Stifel Nicolaus, UBS Financial Services, KeyBanc Capital
Markets, Citigroup Global Markets, Piper Jaffray, William Blair & Company, Mesirow Financial, J.P. Morgan, Morgan
Stanley, Barclays Capital, BOSC Inc., RBC Capital Markets, Guggenheim Securities, Janney Montgomery Scott, etc.)
will have an opportunity to submit a bid. The bonds will be awarded to the firm that has the lowest True
Interest Cost (the lowest financing cost to KUB) '

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



$26,200,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Electric System Revenue Refunding Bonds, Series HH-2017

Estimated Current Refunding Escrow

Estimated Current Refunding Escrow

Date Principal Rate Interest Receipts Disbursements Cash Balance
04/15/2017 = - - 0.77 - 0.77
07/01/2017 26,051,520.00 0.420% 23,082.36 26,074,602.36 26,074,603.13 -

Total $26,051,520.00 .- $23,082.36 $26,074,603.13 . $26,074,603.13 -
Investment Parameters
Investment Model [PV, GIC, OF SECUMEES].........vvuuurerureceeeeseeisseessisiss s bbb s s Securities
Default inVeStMENt YIEld LALZEL. ..........vcruueisiosisiinsissicmassasssassss s s s sess s s s Unrestricted
Cash Deposit S r U W— Y 0.77
Cost of Investments Purchased With BONG PIOCEEMS..........covevereereicrcsccsmsnssissssassmssessssstensstsastasssesssssssnssssssssasms st sasssessasessasissssssasassasase 26,051,520.00
Total Cost OFf IIVESIMIEIES. .. ..ot usiiinmiseriesess st ata ol asirsasatstsban vata s sinds banns Sheim o mmmaams Siacaassas s ss b sba b BRSSO S SR e b O RSN S S e we AR $26,051,520.77
Target Cost of Investments at bond YIEld............oweeivereuiiieeiissiisis s e $25,936,625.51
Actual positive or (REgative) ArBItTAZE. .........ovureusereeieeeseni sttt (114,895.26)
VAL €0 RECEIPE. ..o cusucvansonimsensinssonsasissbesvosssss bosssshssassass assssas sesssanss s FS3S1 351 b2 48 48470 44 o SR A e R e S asonses 0.4199516%
Yield fOr ArDItrage PUIPOSES. .......ccereeevermssisssstsusssasessssasssssssssessssssssass st cse s s 2.5290826%
State and Local Government Series (SLGS) FALES fOr.........ccooueuiiiinsornininiesssirsresdericsens s s e nass 11/30/2016

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



Estimated Detail Costs Of Issuance

$26,200,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Electric System Revenue Refunding Bonds, Series HH-2017

Estimated Detail Costs Of Issuance

Dated 04/15/2017 | Delivered 04/15/2017

ESTIMATED COSTS OF ISSUANCE DETAIL

Financial Advisor. $42,500.00
A COUIENGE POrs. s st e st o o S e el e e Do sa i 0 R T e P $2,500.00
Bond Counsel L ———— $36,000.00
Trustee & Counsel Fees S T e e S $1,200.00
Rating Agency Fee - Moodys........ T T . $24,500.00
Rating Agency Fee - S&P 2 R e e R SR e e $25,000.00
POS/Official Statement S e S e e : $6,405.00
Advertising, A R R TSN S AN S W NSO ST SR . $1,400.00
IVISCEIIAMEOUS. .....vvcenrrersessessssnmsssssssermmsssmsessamssssessassessossesssssesass 4144 4445484441404 RS8R0 AR AR A1 $4,995.00
ESTIMATED TOTAI $144,500.00

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



STATE OF TENNESSEE
COMPTROLLER OF THE TREASURY
OFFICE OF STATE AND LOCAL FINANCE

JAMES K. POLK STATE OFFICE BUILDING
505 DEADERICK STREET, SUITE 1600
NASHVILLE, TENNESSEE 37243-1402

PHONE (615) 401-7872
FAX (615) 741-5986

January 10, 2017

- Honorable Madeline Rogero, Mayor
and Honorable City Council

City of Knoxville

P.O. Box 1631

Knoxville, TN 37901

Dear Mayor Rogero and Members of the Council:

This letter and report, and the plan of refunding (the “Plan”), are to be posted on the website of the City
of Knoxville (the “City”). Please provide a copy of this report to each member of the Council and present
it at the next meeting of the City Council.

This letter acknowledges receipt of the City’s request dated January 5, 2017,to review the Plan for the
issuance of a maximum of $9,500,000 Gas System Revenue Refunding Bonds, Series W-2017, (the
“Refunding Bonds”) to current refund an estimated $9,295,000 Gas System Revenue Refunding Bonds,
Series L-2005 (the “Refunded Bonds™).

Pursuant to the provisions of Tennessee Code Annotated Title 9 Chapter 21, a plan must be submitted
to our Office for review. The information presented in the Plan includes the assertions of the City and
may not reflect either current market conditions or market conditions at the time of sale.

Balloon Indebtedness

The proposed structure of the Refunding Bonds does not appear to be balloon indebtedness. However,
as of the date of this letter, the balloon indebtedness statute would not be applicable because the proposed
debt to be issued is secured solely by a revenue pledge and the City has some amount of long-term
revenue indebtedness outstanding that is rated AA+/Aal or better. As long as the City maintains a rating
at AA+/Aal or better, the City will not be subject to the requirements of T.C.A. § 9-21-134 concerning
balloon indebtedness.

Financial Professionals

The City has identified Cumberland Securities Company, Inc. as its municipal advisor. Municipal
advisors have a fiduciary responsibility to the City. Underwriters have no fiduciary responsibility to the



Letter to the City of Knoxville —Gas System Revenue Refunding Bonds
January 10, 2017
Page 2

City. They represent the interests of their firm and are not required to act in the City’s best interest
without regard to their own or other interests. The Plan was prepared by the City with the assistancé of
its municipal advisor:

City’s Proposed Refunding Objective
The City indicated the purpose of the refunding is for net present value debt service savings.
Compliancé with the City’s Debt Management Policy

The City provided a copy of its debt management policy, and within forty-five (45) days of issuance of
the debt approved in this letter, is required to submit a Report on Debt Obligation that indicates that this
debt complies with its debt policy. If the City amends its policy, please submit the amended policy to
this office.

Report of the Review of a Plan of Refunding

The enclosed report.does not constitute approval or disapproval for the proposed plan or a determination
that a refunding is advantageous or necessary nor that any of the outstanding obligations should be called
for redemption on the first or any subsequent-available redemption date or remain outstanding until their
respective dates of maturity. This letter and the enclosed report do not address the. compliance with
federal tax regulations and are not to be relied upon for that purpose. The City should discuss these
issues with a bond counsél.

This report is effective for a period of one hundred twenty (120) days. If the refunding has not been
completed during this time, a supplemental plan of refunding must be submitted to this Office. At that
time we will issue a report thereon pursuant to the statutes. In lieu of submitting a supplemental plan, a
statement may be submitted to our Office after the 120-day period has elapsed stating that thé
information contained in the current plan of refunding remains valid. Such statement must be submitted
by either the Chief Executive Officer or the Chief Financial Officer of the local government. We will
acknowledge receipt of such statement and will issue. our letter confirming that this refunding report
remains valid for an additional 120-day period. However, with regard to the report currently being issued
by this Office, during the initial 120-day period or'any subsequent 120-day period no refunding reports
will be issued relating to the debt obligations indicated herein as being refunded unless the Chief
Executive Officer or the Chief Financial Officer notifies our Office that the plan of refunding which has
been submitted is.no longer valid. '

We recognize that the information provided in the plan submitted to our Office is based on preliminary
analysis and estimates, and that actual results will be determined by market conditions at the time of sale
of the debt obligations. However, if it is determined prior to the issuance of these obligations that the
actual results will be. significantly different from the information provided in the plan which has been
submitted, and the local govemment determines to proceed with the issue, our Office should
subsequently be notified by either the Chief Executive Officer orthe Chief Financial Officer of the local
government regarding these differences, and; that the local government was aware of the differences and
determined to proceed with the issuance of the debt obligations. Notification to our Office will be
necessary only if there is an increase or decrease of greater than fifteen percent (15%) in any of the
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following: (1) the principal amount of the debt obligations issued: (2) the costs of issuance; (3) the
cumulative savings or loss with regard to any refunding proposal. We consider this notification
necessary to ensure that this Office and officials of the local government are aware of any significant
changes that occur with regard to the issuance of the proposed indebtedness.

Report On Debt Obligation

We are enclosing the Report on Debt Obligation. The form must be completed for all debt issued.
Pursuant to T.C.A. § 9-21-151, this form is to be completed and filed with the governing body of the
City no later than forty-five days after the issuance of this debt, with a copy (including attachments, if
any) filed with the Director of the Office of State and Local Finance by mail to the address on this
letterhead or by email to stateandlocalfinance.publicdebtform@cot.tn.gov. No public entity may enter
into additional debt if it has failed to file the Report on Debt Obligation. A fillable PDF of Form CT-
0253 can be found at http://www.comptroller.tn.gov/sl/pubdebt.asp.

If you should have any questions or we may be of assistance, please feel free to call.

Sincerely,

Clandithor oo

Sandra Thompson
Director of the Office of State & Local Finance

cc:  Mr. Jim Amette, Director of Local Government Audit, COT
Ms. Mintha Roach, President and CEO, Knoxville Utilities Board
Mr. Joseph Ayres, Cumberland Securities Company, Inc.
Mr. Scott Gibson, Cumberland Securities Company, Inc.
Mr. Mark Mamantov, Bass Berry & Sims

Enclosures: Report of the Director of the Office of State & Local Finance
Report on Debt Obligation



REPORT OF THE DIRECTOR OF THE OFFICE OF STATE AND LOCAL FINANCE
CONCERNING THE PROPOSED ISSUANCE
BY THE CITY OF KNOXVILLE, TENNESSEE OF
GAS SYSTEM REVENUE REFUNDING BONDS, SERIES W-2017

The City of Knoxville (the “City”) submitted a pian of refunding (the “Plan™), as required by T.C.A. § 9-21-
903 regarding an issuance of a maximum of $9,500,000 Gas System Revenue Refunding Bonds, Series W-
2017, (the “Refunding Bonds”) to-current refund an estimated $9,295,000 Gas System Revenue Refunding
Bonds, Series L-2005 (the “Refunded Bonds™).

_ The Plan was prepared with the assistance of the City’s municipal advisor, Cumberland Securities Company,
Inc. An evaluation of the preparation, support, and underlying assumptions of the Plan has not been
performed by this Office. This letter and report provide no assurances of the reasonableness of the underlying
assumptions. This report must be presented to the governing body prior to the adoption of a refunding bond
resolution, The Refunding Bonds may be issued with a structure different to that of the Plan. The City
provided a'copy of its:debt management policy.

Balloon Indebtedness

The proposed structure. of the Refiinding Bonds does not appear to be balloon indebtedness. However, as.of
the date of this letter, the balloon indebtedness statute would not be applicable because the proposed debt to
be issued is secured solely by a revenue pledge and the City has some amount of long-term revenue
indebtedness outstanding that is rated AA+/Aal or better. Aslong as the City maintains a rating at AA+/Aal
or better, the City will not be subject to the requirements of T.C.A. § 9-21-134 concerning balloon
indebtedness.

City’s Proposed Refunding Objective
The City indicated the purpose of the refunding is for net present value debt service savings.
Refunding Analysis

e The results of the refunding are based on the assumption that $9,435,000 Refunding Bonds will be
' sold by competitive sale and priced at par.

The City will transfer $97,237 from prior issue debt service funds to fund the transaction.

e The estimated net present value savings are $691,233, or approximately 7.44% of the refunded
principal of $9,295,000.

e The refunding generates savings by reducing the average coupon of the Refunded Bonds from 4.36%
to an average coupon of 2.55% for the Refunding Bonds.

e The final maturity.of the Refunding Bonds does not extend beyond the final maturity of the Refunded
Bonds.

e Estimated cost of issuance of the Refunding Bonds is $187,512 or $19.87 per $1,000 of the par
amount. See Table 1 for individual costs of issuance.



Table 1

Costs of Issuance of Refunding Bonds

Amount Price per $1,000 bond
Underwriter's Discount (TBD by competitive sale) $ 97,561.77 S 10.34
Municipal Advisor (Cumberland Securities Company, Inc.) 22,000.00 2.33
Bond Counsel (Bass Berry & Sims) 20,000.00 2.12
Rating Agency Fees 34,000.00 3.60
Other Costs 13,950.00 1.48
Total Cost of Issuance $ 187,511.77 S 19.87

The City has identified Cumberland Securities Company, Inc. as its municipal advisor. Municipal advisors have
a fiduciary responsibility to you, the issuer. Underwriters have no fiduciary respons:b:hty to you. They represent
the interests of their firm.

This report of the Office of State and Local Finance does not constitute approval or disapproval by the Office for
the Plan or a determination that a refunding is advantageous or necessary nor that any of the refunded obligations
should be called for redemption on the first or any subsequent available redemption date or remain outstanding
until their respective dates of maturity. This report is based on information as presented in the Plan by the City.
The assumptions included in the City’s Plan may not reflect either current market conditions or market conditions
at the time of sale.

If all of the Refunded Bonds are not refunded as a part of the Refunding Bonds, and the City wishes to refund
them in a subsequent bond issue, then a new plan will have to be submitted to this Office for review.

Sandra Thompson Lﬂw\

Director of the Office of State and Local Finance
Date: January 10, 2017



KUB

Knoxville Utilities Board

January 5, 2017

Ms. Sandra Thompson _
Director of Office of State and Local Finance
Suite 1600, James K. Polk Building

505 Deaderick Street

Nashville, TN. 37243-1402

Re: Knoxville Utilities Board / City of Knoxville, Tennessee - Gas System

Dear Ms. Thompson:

The Knoxville Utilities Board (“KUB”) of the City of Knoxville, Tennessee (the “City”) is
pleased to enclose for your consideration a report entitled "Plan of Refunding" dated January
5, 2017. This report is being delivered to you to comply with Chapter 34, Title 7 and Chapter
21, Title 9 Tennessee Code Annotated.

Entity Informatlon
(A)KUB, governed by a Board of Commissioners, on behalf of the City of

Knoxville, Tennessee, governed by the City Councll pursuant to the
City’s Charter, KUB has full legal authority and controls all aspects of the
issuance of the proposed refunding debt.

(B) Madeline Rogero, Mayor
P.O. Box 1631 Knoxville, TN 37901

Mintha Roach, KUB President and CEO
445 South Gay Street Knoxville, TN 37902

Mark Walker, KUB CFO (865) 594-7418
445 South Gay Street Knoxville, TN 37902

E-Mail address; mintha.roach@kub.org and mark.walker@kub.org

(C)Contacts for additional information:
Financial Advisor: Cumberland Securities Company, Inc. (865-988-2663)
Joe Ayres: joe.ayres@cumberlandsecurities.com and
Scott P. Gibson: scott.gibson@cumberlandsecurities.com

Bond Counsel: Bass, Berry & Sims (865-521-0365)
Mark Mamantov: mmamantov@bassberry.com

Electricity = Gas « Water » Wastewater

P.O. Box 59017 « Knoxville, TN 37950-9017 » (865) 524-2911 = www.kub.org



Timing Information:
(A) January 31, 2017 regularly scheduled City Council Meeting

Specific Request for:
(A) KUB on behalf of the City hereby requests a Report from the Office of State
and Local Finance on the enclosed Plan of Refunding pursuant to Chapter
34, Title 7 and Chapter 21, Title 9 Tennessee Code Annotated.

The City, acting by and through KUB, is proposing to refinance the following outstanding
obligations: Gas System Revenue Refunding Bonds, Series L-2005, dated August 10, 2005,
maturing March 1, 2018 through March 1, 2027 in the outstanding principal amount of

$9,295,000 (the “Series L-2005 Bonds”).

The enclosed Plan of Refunding outlines the projected structure based upon current market
conditions. To maximize flexibility the City’s bond resolution will be drafted to authorize the
refunding of all or any portion of the above referenced debt. Therefore, the final structure and
sizing could vary from the enclosed request based on the final structure of the proposed

Bonds.

The City Council is scheduled to meet on Tuesday, January 31, 2017 to discuss the Plan of
Refunding and other documents related to this refinancing plan.

If you have any questions or need any additional information with respect to this financing,
please do not hesitate to contact me or our Financial Advisor, Mr. Joe Ayres or Mr. Scott P.
Gibson at Cumberland Securites Company, Inc. (865-988-2663) at your earliest
convenience. .

Very truly yours,

Mintha Roach

President and CEO

cc. Mayor Madeline Rogero
Mr. Joe Ayres
Mr. Mark Mamantov

Enclosure



Plan of Refunding - Gas System
Knoxville Utilities Board / City of Knoxville, Tennessee

A) ldentification of Key Professionals (including financial advisors, bond counsel,
underwriters, or lenders) who have provided advice or proposals on which the Entity
relied to prepare the Plan):

1. Underwriter: Determined at Competitive Public Sale
2. Bond Counsel: Bass, Berry & Sims
3. Financial Advisor: Cumberland Securities Company, Inc.

B) Purpose(s) of Refunding, including parameters:
1. Cost Savings: include a projection of the savings and amortization schedules for
both refunding and refunded debt:
a. See attached Preliminary Refunding Analysis page 1.
2. Restructuring: provide a comparison of existing and proposed structures,
describing why debt is being restructured:
“a. N/A
3. Covenant change: Clearly describe covenant to be eliminated or revised and any
change in the structure:
a. N/A
4. Reduction or elimination of risk: describe risk to be reduced or eliminated:
a. The proposed refunded bonds are fixed rate and will be refunded with fixed
rate bonds, therefore, there will be no change in risk.

C) Statement that the proposed refunding complies with the Entity’s adopted debt
management policy and a description of how the transaction is consistent with the
policy, including any savings threshold. If there is no adopted policy or the transaction is
not consistent, the Entity shall provide a detailed explanation. |

1. KUB adopted a debt management policy on November 17, 2011 and amended the
policy on September 20, 2012. The proposed structure does have savings in excess
of 3% and does not extend debt past the original life of the issue which is consistent
with the KUB debt management poiiéy. Additionally, the proposed debt is
traditional fixed rate debt and is the preferred form of debt under KUB’'s debt

management policy.



D) Other Information

1. Amortization schedules for both (probosed) refunding and (outstanding) debt to
be refunded,

a.

Proposed refunding debt schedule: See attached Preliminary Refunding
Analysis pages 3.

b. Outstanding debt schedule(s): See attached Preliminary Refunding Analysis

page 2.

As well as the following:

2. Refunding Debt:

d.

Maximum size to be authorized by the governing body, identifying all
outstanding debt that could be included in the refunding:
i. Maximum size authorized by governing body = $9,500,000. To
refund the Gas System Revenue Refunding Bonds, Series L-2005,
dated August 10, 2005, maturing March 1, 2018 through March 1,
2027 in the outstanding principal amount of $9,295,000 (the “Series
L-2005 Bonds”).

Anticipated Size = $9,435,000

c. Anticipated final maturity and weighted average maturity. If the final

maturity is extended beyond the fiscal year of final maturity of debt to be
refunded or the weighted average maturity is increased, list the projects as
required below for refunded debt:
i. Final Maturity = 3/1/2027 (Same as refunded Debt)
ii. Weighted Average Maturity = 5.551 Years (Less Than Refunded
Debt

Estimated Breakdown of Costs of Issuance: See attached Preliminary
Refunding Analysis page 5.

Estimated Sources and Uses of Funds: See attached Preliminary Refunding
Analysis page 4.

3. Refunded Debt: Information must be provided with respect to each debt issue to
be refunded; (if all currently outstanding debt will not be refunded, identify
maturities that are candidates for refunding).

d.

Name of issue, type of debt, original terms, including whether the debt is

federally tax-exempt or taxable.
2



i. Gas System Revenue Refunding Bonds, Series L-2005, dated August
10, 2005, maturing March 1, 2018 through March 1, 2027 in the
outstanding principal amount of $9,295,000 (the “Series L-2005
Bonds”). The Series L-2005 Bonds are tax-exempt, fixed-rate debt,
with a final maturity on March 1, 2027.

b. Date of issue and copy of CT-0253 filed.

i. Date of Issue = August 10, 2005. The CT-0253 was filed with the
Office of State and Local Finance in connection with the issue of the
Series L-2005 Bonds.

c. Date of authorization by the governing body.
i. The Series L-2005 Bonds were authorized by the City’s governing body

on July 05, 2005.

d. Whether bank-qualified or under other small issuer exception.
i. No
e. Projects funded with proceeds of issue and remaining average life of
projects (if final maturity or weighted average maturity of debt is
extended).

i. The purpose of the Series L-2005 Bonds being refunded were used to
advance refund the Gas Revenue Bonds, Series J-2001, dated
December 1, 2001 (the “Series J-2001 Bonds”) maturing March 1,
2011 and thereafter on the March 1, 2010 redemption date at par
plus accrued interest. The Series J-2001 Bonds provide funds to pay
the costs of the construction, renovation, extension and
improvements to the System; and to pay costs incident to the
issuance and sale of Bonds. The average life of the proposed
refunding bonds will not be longer than the average remaining life of
the assets financed.

f. Derivative product, if any, and copy of Report of Compliance:
i. There is no derivative agreement associated with the Series L-2005

Bonds.
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Estimated Savings Analysis
$9,435,000

City of Knoxville, Tennessee / Knoxville Utilities Board
Gas System Revenue Refunding Bonds, Series W-2017

Estimated Savings Analysis
Estimated
Date Principal Coupon Interest Total P+ Refunded D/S Savings

06/30/2017 - - - - - (97,236.66)
06/30/2018 885,000.00 1.500% 192,228.94 1,077,228.94 1,166,840.00 89.611.06
06/30/2019 870,000.00 1.750% 205,720.00 1,075,720.00 1,167,640.00 91,920.00
06/30/2020 885,000.00 1.900% 190,495.00 1,075,495.00 1,166,865.00 91,370.00
06/30/2021 900,000.00 2.100% 173,680.00 . 1,073,680.00 1,164,515.00 90,835.00
06/30/2022 925,000.00 2.300% 154,780.00 1,079,780.00 1,170,590.00 90,810.00
06/30/2023 945,000.00 2.400% 133,505.00 1,078,505.00 1,168,052.50 89,547.50
06/30/2024 965,000.00 2.600% 110,825.00 1,075,825.00 1,162,890.00 87,065.00
06/30/2025 " 995,000.00 2.700% 85,735.00 1,080,735.00 1,166,240.00 85,505.00
06/30/2026 1,015,000.00 2.800% 58,870.00 1,073,870.00 1,161,140.00 87,270.00
06/30/2027 1,050,000.00 2.900% 30,450.00 1,080,450.00 1,169,280.00 88,830.00
Total $9,435,000.00 - $1,336,288.94 $10,771,288.94 $11,664,052.50 $795,526.90

Net Present Value Benefit $691,233.05
Net PV Benefit / $9,295,000 Refunded Principal 7.437%
Dated i A R S R AR S 411572017
First Coupon Date A AT T VAT P I st e 9/01/2017
WEIZhted AVETAZE IMAIIIILY. ......oooeieeeeememiesiniessersesssessss s ss s RS 5.551 Years
Bond Yield for Arbitrage Purposes 2.5417263%
Average Coupon e s T S Ao s oA A R 2.5515413%
Bond Year Dollars.... SR B R R TR A F e Dy iops s s s ey B $52,371.83
True Interest Cost (TIC)........cccurieueens 2.7401813%

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



$13,985,000
Knoxville Utilities Board
Gas System Revenue Refunding Bonds, Series L-2005

Debt Service To Maturity And To Call

Refunded
Date Refunded Bonds Interest D/S To Call Principal Coupon Interest Refunded D/S
04/15/2017 9,295,000.00 49,724.89 9,344,724.89 - - - -
09/01/2017 - . = - - - 203,420.00 203,420.00
03/01/2018 - - - 760,000.00 4.500% 203,420.00 963,420.00
09/01/2018 - - - ) - - 186,320.00 186,320.00
03/01/2019 - - - 795,000.00 4.500% 186,320.00 981,320.00
09/01/2019 : - - - - 168,432.50 168,432.50
03/01/2020 - - - 830,000.00 4.500% 168,432.50 998,432.50
09/01/2020 - - - - - 149,757.50 149,757.50
03/01/2021 - - - 865,000.00 4.500% 149,757.50 1,014,757.50
09/01/2021 - - - - - 130,295.00 130,295.00
03/01/2022 - - - 910,000.00 4.125% 130,295.00 1,040,295.00
09/01/2022 - - - - - 111,526.25 111,526.25
03/01/2023 - - - 945,000.00 4.250% 111,526.25 1,056,526.25
09/01/2023 - - - - - 91,445.00 91,445.00
03/01/2024 - - - . 980,000.00 4.250% 91,445.00 1,071,445.00
09/01/2024 - - - - - 70,620.00 70,620.00
03/01/2025 - - - 1,025,000.00 4.400% 70,620.00 1,095,620.00
09/01/2025 - - - - - 48,070.00 48,070.00
03/01/2026 - - - 1,065,000.00 4.400% 48,070.00 1,113,070.00
09/01/2026 - - - - - 24,640.00 24,640.00
03/01/2027 - . - 1,120,000.00 - 4.400% 24,640.00 1,144,640.00
Total $9,295,000.00 $49,724.89 $9,344,724.89 $9,295,000.00 - $2,369,052.50 $11,664,052.50
Yield Statistics
Base date for Avg. Life & Avg. Coupon Calculation...................... 4/15/2017
AVEIAGE LfE........coeeeemcreeacceetsasssasasssasessasesssnneresmms basmsrsnnssess semsases e rm s £ A S 44 £ 4444548 044500800 42 AR e s et s 5.727 Years
Average COUPON........coinimiirmnrnimsessssssnessssnens P e s 4.3572677%
Weighted Average Maturity (Par BASIS)..........cccccumimismiusessmiasssimmmsiasmssesisnsssesessssssiesssmssissssssssantses st ssgas st s enamsssssmssssasasnassasssess 5.727 Years
Refunding Bond Information
Refunding Dated Date.............ooooevesciscsssesssessssessoeee - S ST W 1. SO o) i 4/152017
Refunding Delivery Date 1Y ST U U RS -2 F Py CHiert P P Tyt e e 4/15/2017

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



Estimated Debt Service

$9,435,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Gas System Revenue Refunding Bonds, Series W-2017

Estimated Debt Service
Date Principal Coupon Interest Total P+l Fiscal Total

04/15/2017 - - - - -
09/01/2017 - - 82,731.44 82,731.44 -
03/01/2018 885,000.00 1.500% 109,497.50 994,497.50 . -
06/30/2018 - - - - 1,077,228.94
09/01/2018 - - 102,860.00 102,860.00 -
03/01/2019 870,000.00 1.750% 102,860.00 972,860.00 -
06/30/2019 : = - - - 1,075,720.00
09/01/2019 . = - 95,247.50 95,247.50 -
03/01/2020 885,000.00 1.900% 95,247.50 980,247.50 -
06/30/2020 - - - - 1,075,495.00
09/01/2020 - - 86,840.00 86,840.00 -
03/01/2021 900,000.00 2.100% 86,840.00 986,840.00 -
06/30/2021 - - - - 1,073,680.00
09/01/2021 - - 77,390.00 77,390.00 -
03/01/2022 925,000.00 2.300% 77,390.00 1,002,390.00 -
06/30/2022 - - - ‘ - 1,079,780.00
09/01/2022 - - 66,752.50 66,752.50 -
03/01/2023 945,000.00 2.400% 66,752.50 1,011,752.50 -
06/30/2023 - - - - 1,078,505.00
09/01/2023 - - 55,412.50 55,412.50 -
03/01/2024 965,000.00 2.600% 55,412.50 1,020,412.50 =
06/30/2024 - - - - 1,075,825.00
09/01/2024 = = - 42.867.50 42.867.50 ' -
03/01/2025 995,000.00 2.700% 42,867.50 1,037,867.50 R -
06/30/2025 - Co- - - 1,080,735.00
09/01/2025 - ; - 29.435.00 29,435.00 ’ -
03/01/2026 1,015,000.00 2.800% 29,435.00 - 1,044,435.00 -
06/30/2026 - - - - 1,073,870.00
09/01/2026 - - 15,225.00 15,225.00 -
03/01/2027 1,050,000.00 2.900% 15,225.00 1,065,225.00 -
06/30/2027 . - - - 1,080,450.00
Total $9.435,000.00 - $1,336,288.94 $10,771,288.94 B

Date And Term Structure
B R T Ry prne 4/15/2017
First Coupon Date.... v S T T S oo Pon 9/01/2017
Frequency of Interest Payments.......... 2 Per Year
First Serial Maturity Date 3/01/2018

Yield Statistics

Average Coupon...........ce.... 2.5515413%
Weighted Average Maturity.. 5.551 Years
Bond Year Doars. .z $52,371.83
2.5417263%

Bond Yield for Arbitrage PUrposes. .......cocoovocovcvinenns

e Iberest Cost TTTEY st oo e e e o e e o A o A e SRS i A RS 2.7401813%

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



Estimated Sources & Uses

$9,435,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Gas System Revenue Refunding Bonds, Series W-2017

Estimated Sources & Uses

Dated 04/15/2017 | Delivered 04/15/2017

Estimated Sources Of Funds

Par Amount of BONS: ...coviiiiiiinininim i i s $9,435,000.00
Transfers from Prior Issue Debt Service Funds 97,236.66
Estimated Total Sources §9,532,236.66
Estimated Uses Of Funds _

Estimated Total Underwriter's Discount (Final Discount determined when bids are calculated®)..........ccccoooeneeee. 97,561.77
Bstimated Costs OF ISSUBNECE. ... oo iuturimiimiiiis i s sosiss et csshosnsiuive 89.950.00
Estimated Deposit to Current Refunding Fund 9,344,724.89
Total Uses $9,532,236.66

* Bids are award based on the lowest True Interest Cost (TIC).

True Interest Cost is a method of computing the interest expense to the issuer of bonds, true interest cost is defined as the rate, compounded semi-
annually, necessary to discount the amounts payable on the respective principal and interest payment dates to the purchase price received for the new
issue of bonds. Purchase price is affected by the amount of underwriter's discount the buyer utilizes.

Competitive Public Sale provides for open bid process. Every underwriter (Wiley Brothers, Southwest Securities,
Duncan-Williams, FTN Financial Capital Markets, Raymond James & Associates, Robert W. Baird, Hutchinson,
Shockey, Erley & Co., Sterne, Agee & Leach, Bank of America Merrill Lynch, Vining-Sparks, PNC Capital Markets,
SunTrust Banks, Wells Fargo Bank, Goldman Sachs, Stifel Nicolaus, UBS Financial Services, KeyBanc Capital
Markets, Citigroup Global Markets, Piper Jaffray, William Blair & Company, Mesirow Financial, J.P. Morgan, Morgan
Stanley, Barclays Capital, BOSC Inc., RBC Capital Markets, Guggenheim Securities, Janney Montgomery Scott, etc.)
will have an opportunity to submit a bid. The bonds will be awarded to the firm that has the lowest True

Interest Cost (the lowest financing cost to KUB)

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



Estimated Detail Costs Of Issuance

$9,435,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Gas System Revenue Refunding Bonds, Series W-2017

Estimated Detail Costs Of Issuance

Dated 04/15/2017 | Delivered 04/15/2017

ESTIMATED COSTS OF ISSUANCE DETAIL

Fiianetal AdVIS0T o ammmasmvenmmmssesmsmm e gemmn L T $22,000.00
TR0 CITIISEL. ... cssmiminsommimsmasbxmsmas s ioms b e iAo RN SR AR SRR AR S RS enor s o Smnns Soms SRR P S T SR s P e e $20,000.00
Trustee & Conmsel Fres:: .o st sy s s o ol ot e e i e i i s s aiis $1,200.00
Rating Agency Fee - Moody's.... S——— D . S, $16,000.00
Rating Agency Fee - S&P........ $18,000.00
POS/Official STAteMENL............c.cvruerecerveaserecrcmreecsesseasssseesieesens A Tt L AL $6,355.00
Advertising D oS e o e e st R R $1,400.00
IR RTINS . s oeions s s S5 5 350550405 S i 44 A S S Y 5 VA FO A S S R $4,995.00
ESTIMATED TOTAL $89,950.00

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG
5



STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
OFFICE OF STATE AND LOCAL FINANCE
JAMES K. POLK STATE OFFICE BUILDING
505 DEADERICK STREET, SUITE 1600
NASHVILLE, TENNESSEE 37243-1402
PHONE (615) 401-7872
FAX (615) 741-5986

January 10, 2017

Honorable Madeline Rogero, Mayor
and Honorable City Council

City of Knoxville

P.O. Box 1631

Knoxville, TN 37901

Dear Mayor Rogero and Members of the Council:

This letter and report, and the plan of refunding (the “Plan™), are to be posted on the website of the City
of Knoxville (the “City”). Please provide a copy of this report to each member of the Council and present
it at the next meeting of the City Council.

This letter acknowledges receipt of the City’s request dated January 5, 2017, to review the Plan for the
issuance of a maximum of $6,000,000 Water System Revenue Refunding Bonds, Series FF-2017, (the
“Refunding Bonds”) to current refund an estimated $5,830,000 Water System Revenue Refunding
Bonds, Series S-2005 (the “Refunded Bonds™).

Pursuant to the provisions of Tennessee Code Annotated Title 9 Chapter 21, a plan must be submitted
to our Office for review. The information presented in the Plan includes the assertions of the City and
may not reflect either current market conditions or market conditions at the time of sale.

Balloon Indebtedness

The proposed structure of the Refunding Bonds does not appear to be balloon indebtedness. However,
as of the date of this letter, the balloon indebtedness statute would not be applicable because the proposed
debt to be issued is secured solely by a revenue pledge and the City has some amount of long-term
revenue indebtedness outstanding that is rated AA+/Aal or better. As long as the City maintains a rating
at AA+/Aal or better, the City will not be subject to the requirements of T.C.A. § 9-21-134 concerning
balloon indebtedness.

Financial Professionals

The City has identified Cumberland Securities Company, Inc. as its municipal advisor. Municipal
advisors have a fiduciary responsibility to the City. Underwriters have no fiduciary responsibility to the



Letter to the City of Knoxville — Water System Revenue Refunding Bonds
January 10, 2017
Page 2

City. They represent the interests of their firm and are not.required to act in the City’s best interest
without regard to their own or other interests. The Plan was prepared by the City with the assistance of
its municipal advisor.

City’s Proposed Refunding Objective
The City indicated the purpose of the refunding is for net present value debt service savings.
Compliance with the City’s Debt Management Policy

The City provided a copy of its debt management policy, and within forty-five (45) days of issuance of
the debt approved in this letter, is required to submit a Report on Debt Obligation that indicates that this
debt complies with its debt policy. If the City amends its policy, please submit the amended policy to
this office.

Report of the Review of a Plan of Refunding

The enclosed report does not constitute approval or disapproval for the proposed plan or a determination
that a refunding is advantageous or necessary nor that any of the outstanding obligations should be called
for redemption on the first or any subsequent available redemption date or remain outstanding until their
respective dates of maturity. This letter and the enclosed report do not address the compliance with
federal tax regulations and are not to be relied upon for that purpose. The City should discuss these
issues with a bond counsel.

This report is effective for a period of one hundred twenty (120) days. If the refunding has not been
completed during this time, a supplemental plan of refunding must be submitted to this Office. At that
time we will issue a report thereon pursuant to the statutes. In lieu of submitting a supplemental plan, a
statement may be submitted to our Office after the 120-day period has elapsed stating that the
information contained in the current plan of refunding remains valid. Such statement must be submitted
by either the Chief Executive Officer or the Chief Financial Officer of the local government. We will
acknowledge receipt of such statement and will issue our letter confirming that this refunding report
remains valid for an additional 120-day period. However, with regard to the report currently being issued
by this Office, during the initial 120-day period or any subsequent 120-day period no refunding reports
will be issued relating to the debt obligations indicated herein as being refunded unless the Chief
Executive Officer or the Chief Financial Officer notifies our Office that the plan of refunding which has
been submitted is no longer valid.

We recognize that the information provided in the plan submitted to our Office is based on preliminary
analysis and estimates, and that actual results will be determined by market conditions at the time of sale
of the debt obligations. However, if it is determined prior to the issuance. of these obligations that the
actual results will be significantly different from the information provided in the plan which has been
submitted, and the local government determines to proceed with the issue, our Office should
subsequently be notified by either the Chief Executive Officer or the Chief Financial Officer of the local
government regarding these differences, and that the local government was aware of the differences and
determined to proceed with the issuance of the debt obligations. Notification to our Office will be
necessary only if there is an increase or decrease of greater than fifteen percent (15%) in any of the
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following: (1) the principal amount of the debt obligations issued; (2) the costs of issuance; (3) the
cumulative savings or loss with regard to any refunding proposal. We consider this notification
necessary to ensure that this Office and officials of the local government are aware of any significant
changes that occur with regard to the issuance of the proposed indebtedness.

Report On Debt Obligation

We are enclosing the Report on Debt Obligation. The form must be completed for all debt issued.
Pursuant to T.C.A. § 9-21-151, this form is to be completed and filed with the governing body of the
City no later than forty-five days after the issuance of this debt, with a copy (including attachments, if
any) filed with the Director of the Office of State and Local Finance by mail to the address on this
letterhead or by email to stateandlocalfinance.publicdebtform@cot.tn.gov. No public entity may enter
into additional debt if it has failed to file the Report on Debt Obligation. A fillable PDF of Form CT-
0253 can be found at http://www.comptroller.tn.gov/sl/pubdebt.asp.

If you should have any questions or we may be of assistance, please feel free to call.
Sincerely,

Sandra Thompsof[%

Director of the Office of State & Local Finance

cc: Mr. Jim Arnette, Director of Local Government Audit, COT
Ms. Mintha Roach, President and CEO, Knoxville Utilities Board
Mr. Joseph Ayres, Cumberland Securities Company, Inc.
Mr. Scott Gibson, Cumberland Securities Company, Inc.
Mr. Mark Mamantov, Bass Berry & Sims

Enclosures: Report of the Director of the Office of State & Local Finance
Report on Debt Obligation



REPORT OF THE DIRECTOR OF THE OFFICE OF STATE AND LOCAL FINANCE
CONCERNING THE PROPOSED ISSUANCE
BY THE CITY OF KNOXVILLE, TENNESSEE OF
WATER SYSTEM REVENUE REFUNDING BONDS, SERIES FF-2017

The City of Knoxville (the “City”) submitted a plan of refunding (the “Plan”), as required by T.C.A. § 9-21-
903 regarding an issuance of a maximum of $6,000,000 Water System Revenue Refunding Bonds; Series
FF-2017, (the “Refunding Bonds”) to current refund an estimated. $5,830,000 Water System Revenue
Refunding Bonds, Series $-2005 (the “Refunded Bonds™).

The Plan was prepared with the assistance of the City’s municipal advisor, Cumberland Securities Company,
Inc. An evaluation of the preparation, support, and underlying assumptions of the Plan has not been
performed by this Office. This letter and report provide no assurances of the reasonableness of the underlying
assumptions. This report must be presented to the governing body prior to the adoption of a refunding bond
resolution. The Refunding Bonds may be issued with a structure different to that of the Plan. The City
provided a copy of its debt management policy.

Balloon Indebtedness

The proposed structure of the Refunding Bonds does not appear to be balloon indebtedness. However, as of
the date of this letter, the balloon indebtedness statute would not be applicable because the proposed debt to
be issued is secured solely by a revenue pledge and the City has some amount of long-term revenue.
indebtedness outstanding that is rated AA+/Aal or better. As long asthe City maintains a rating at AA+/Aal
or better, the City will not be subject to the requirements of T.C.A. § 9-21-134 concerning balloon
indebtedness.

City’s Proposed Refunding Objective
The City indicated the purpose of the refunding is for net present value debt service savings.
Refunding Analysis’

e The results of the refunding are based on the assumption that $5,950,000 Refunding Bonds will be
sold by competitive sale and priced at par.
The City will transfer $60,773. from prior issue debt service funds to fund the transaction.
The -estimated net present value savings are $363,574, or approximately 6.24% of the refunded
principal of $5,830,000.

o The refunding generates savings by reducing the average coupon of the Refunded Bonds from 4.24%
to an average coupon of 2.55% for the Refunding Bonds.

e The final maturity of the Refunding Bonds does not extend beyond the final maturity of the Refunded
Bonds. _

e Estimated cost of issuance of the Refunding Bonds is $150,917 or $25.36 per $1,000 of the par
amount.. See Table 1 for individual costs of issuance.



Table 1

Costs of Issuance of Refunding Bonds

Amount Price per $1,000 bond
Underwriter's Discount (TBD by competitive sale) S 63,417.23 S 10.66
Municipal Advisor (Cumberland Securities Company, Inc.) 20,000.00 3.36
Bond Counsel (Bass Berry & Sims) 20,000.00 3.36
Rating Agency Fees 34,000.00 571
Other Costs 13,500.00 2.27

Total Cost of Issuance $ 150,917.23 S 25.36

The City has identified Cumberland Securities Company, Inc. as its municipal advisor. Municipal advisors have
a fiduciary responsibility to you, the issuer. Underwriters have no fiduciary responsibility to you. They represent
the interests of their firm.

This report of the Office of State and Local Finance does not constitute approval or disapproval by the Office for
the Plan or a determination that a refunding is advantageous or necessary nor that any of the refunded obligations
should be called for redemption on the first or any subsequent available redemption date or remain outstanding
until their respective dates of maturity. This report is based on information as presented in the Plan by the City.
The assumptions included in the City’s Plan may not reflect either current market conditions or market conditions
at the time of sale.

If all of the Refunded Bonds are not refunded as a part of the Refunding Bonds, and the City wishes to refund
them in a subsequent bond issue, then a new plan will have to be submltted to this Office for review.

Sandra Thompson J

Director of the Office of State and Local Finance
Date: January 10, 2017



KUB

Knoxville Utilities Board

January 5, 2017

Ms. Sandra Thompson

Director of Office of State and Local Finance
Suite 1600, James K. Polk Building

505 Deaderick Street -

Nashville, TN. 37243-1402

Re: Knoxville Utilities Board / City of Knoxville, Tennessee - Water System

Dear Ms. Thompson:

The Knoxville Utilities Board (“KUB”) of the City of Knoxville, Tennessee (the “City”) is
pleased to enclose for your consideration a report entitled "Plan of Refunding" dated January
5, 2017. This report is being delivered to you to comply with Chapter 34, Title 7 and Chapter
21, Title 9 Tennessee Code Annotated.

Entity Information:
(A)KUB, governed by a Board of Commissioners, on behalf of the City of

Knoxville, Tennessee, governed by the City Council, pursuant to the
City’s Charter, KUB has full legal authority and controls all aspects of the
issuance of the proposed refunding debt.

(B) Madeline Rogero, Mayor

P.O. Box 1631 Knoxville, TN 37901

Mintha Roach, KUB President and CEO
445 South Gay Street Knoxville, TN 37902

Mark Walker, KUB CFO (865) 594-7418
445 South Gay Street Knoxville, TN 37902

E-Mail address: mintha.roach@kub.org and mark.walker@kub.org

(C)Contacts for additional information:

Financial Advisor: Cumberland Securities Company, Inc. (865-988-2663)
Joe Ayres: joe.ayres@cumberlandsecurities.com and
Scott P. Gibson: scott.gibson@cumberlandsecurities.com

Bond Counsel: Bass, Berry & Sims (865-521-0365)
Mark Mamantov: mmamantov@bassberry.com

Electricity < Gas * Water » Wastewater

P.O. Box 59017 « Knoxville, TN 37950-9017 < (865) 524-2911 » www.kub.org



Timing Information:
(A) January 31, 2017 regularly scheduled City Council Meeting

Specific Request for:
(A) KUB on behalf of the City hereby requests a Report from the Office of State
and Local Finance on the enclosed Plan of Refunding pursuant to Chapter
34, Title 7 and Chapter 21, Title © Tennessee Code Annotated.

The City, acting by and through KUB, is proposing to refinance the following outstanding
obligations: Water System Revenue Refunding Bonds, Series S-2005, dated August 10,
2005, maturing March 1, 2018 through March 1, 2027 in the outstanding principal amount of
$5,830,000 (the “Series S-2005 Bonds”). :

The enclosed Plan of Refunding outlines the projected structure based upon current market
conditions. To maximize flexibility the City’s bond resolution will be drafted to authorize the
refunding of all or any portion of the above referenced debt. Therefore, the final structure and
sizing could vary from the enclosed request based on the final structure of the proposed
Bonds.

The City Council is scheduled to meet on Tuesday, January 31, 2017 to discuss the Plan of
Refunding and other documents related to this refinancing plan.

If you have any questions or need any additional information with respect to this financing,
please do not hesitate to contact me or our Financial Advisor, Mr. Joe Ayres or Mr. Scott P.
Gibson at Cumberland Securites Company, Inc. (865-988-2663) at your earliest
convenience.

Very truly yours,

Mintha Roach

President and CEO

¢: Mayor Madeline Rogero
Mr. Joe Ayres ©
Mr. Mark Mamantov

Enclosure



Plan of Refunding — Water System

Knoxuville Utilities Board / City of Knoxville, Tennessee

A) Identification of Key Professionals (including financial advisors, bond counsel,

B)

0

underwriters, or lenders) who have provided advice or proposals on which the Entity
relied to prepare the Plan):

1. Underwriter: Determined at Competitive Public Sale

2. Bond Counsel: Bass, Berry & Sims

3. Financial Advisor: Cumberland Securities Company, Inc.

Purpose(s) of Refunding, including parameters:
1. Cost Savings: include a projection of the savings and amortization schedules for
both refunding and refunded debt: :
a. See attached Preliminary Refunding Analysis page 1.
2. Restructuring: provide a comparison of existing and proposed structures,
describing why debt is being restructured:
a. N/A
3. Covenant change: Clearly describe covenant to be eliminated or revised and any
change in the structure:
a. N/A
4. Reduction or elimination of risk: describe risk to be reduced or eliminated:
a. The proposed refunded bonds are fixed rate and will be refunded with fixed
rate bonds, therefore, there will be no change in risk.

Statement that the proposed refunding complies with the Entity’s adopted debt

management policy and a description of how the transaction is consistent with the

policy, including any savings threshold. If there is no édopted policy or the transaction is
not consistent, the Entity shall provide a detailed explanation. '

1. KUB adopted a debt managerﬁent policy on November 17, 2011 and amended the

~ policy on September 20, 2012. The proposed structure does have savings in excess

of 3% and does not extend debt past the original life of the issue which is consistent

with the KUB debt management policy. Additionally, the proposed debt is

traditional fixed rate debt and is the preferred form of debt under KUB’s debt

management policy.

D) Other Information



1. Amortization schedules for both (proposed) refunding and (outstanding) debt to
be refunded,
a. Proposed refunding debt schedule: See attached Preliminary Refunding
Analysis pages 3.
b. Outstanding debt schedule(s): See attached Preliminary Refunding Analysis
page 2.

As well as the following:

2. Refunding Debt: _
" a. Maximum size to be authorized by the governing body, identifying all
outstanding debt that could be included in the refunding:
i. Maximum size authorized by governing body = $6,000,000. To
refund the Water System Revenue Refunding Bonds, Series S-2005,
dated August 10, 2005, maturing March 1, 2018 through March 1,
2027 in the outstanding principal amount of $5,830,000 (the “Series
S-2005 Bonds”).
b. Anticipated Size = 55,950,000
c. Anticipated final maturity and weighted average maturity. If the final
maturity is extended beyond the fiscal year of final maturity of debt to be
refunded or the weighted average maturity is increased, list the projects as
required below for refunded debt:
i. Final Maturity = 3/1/2027 (Same as refunded Debt)
ii. Weighted Average Maturity = 5.553 Years (Less Than Refunded

Debt)

d. Estimated Breakdown of Costs of Issuance: See attached Preliminary
Refunding Analysis page 5. '

e. Estimated Sources and Uses of Funds: See attached Preliminary Refunding
Analysis page 4.

3. Refunded Debt: Information must be provided with respect to each debt issue to
be refunded; (if all currently outstanding debt will not be refunded, identify
maturities that are candidates for refunding).

a. Name of issue, type of debt, original terms, including whether the debt is
federally tax-exempt or taxable.
i. Water System Revenue Refunding Bonds, Series S$-2005, dated
August 10, 2005, maturing March 1, 2018 through March 1, 2027 in
2,



the outstanding principal amount of $5,830,000 (the “Series S-2005
Bonds”). The Series S-2005 Bonds are tax-exempt, fixed-rate debt,
with a final maturity on March 1, 2027.

b. Date of issue and copy of CT-0253 filed.

i. Date of Issue = August 10, 2005. The CT-0253 was filed with the
Office of State and Local Finance in connection with the issue of the
Series S-2005 Bonds.

c. Date of authorization by the governing body.
i. The Series S-2005 Bonds were authorized by the City’s governing body

on July 05, 2005.

d. Whether bank-qualified or under other small issuer exception.
i. No
e. Projects funded with proceeds of issue and remaining average life of
projects (if final maturity or weighted average maturity of debt is
extended).

i. The purpose of the Series S-2005 Bonds being refunded were used to
advance refund the Water Revenue Bonds, Series P-2001, dated
December 1, 2001 (the “Series P-2001 Bonds”) maturing March 1,
2011 and thereafter on the March 1, 2010 redemption date at par
plus accrued interest. The Series P-2001 Bonds provide funds to pay
the costs of the construction, renovation, extension and
improvements to -the System; and to pay costs incident to the
issuance and sale of Bonds. The average life of the proposed
refunding bonds will not be longer than the average remaining life of
the assets financed.

f. Derivative product, if any, and copy of Report of Compliance:
i.. There is no derivative agreement associated with the Series S-2005

" Bonds.
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Estimated Savings Analysis
$5,950,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Water System Revenue Refunding Bonds, Series FF-2017

Estimated Savings Analysis

Estimated
Date Principal Coupon Interest Total P+ Refunded D/S Savings
06/30/2017 - - - - - (60,772.61)
06/30/2018 560,000.00 1.500% 121,245.25 681,245.25 729,271.26 48,026.01
06/30/2019 545,000.00 1.750% 129,727.50 674,727.50 724,871.26 50,143.76
06/30/2020 555,000.00 1.900% 120,190.00 675,190.00 724,871.26 49,681.26
06/30/2021 570,000.00 2.100% 109,645.00 679,645.00 - 728,421.26 48,776.26
06/30/2022 585,000.00 2.300% 97,675.00 . 682,675.00 730,940.00 48265.00 -
06/30/2023 595,000.00 - 2.400% 84,220.00 679,220.00 727,427.50 48.207.50
06/30/2024 610,000.00 2.600% 69,940.00 679,940.00 727,352.50 47.412.50
06/30/2025 625,000.00 2.700% 54,080.00 679,080.00 726,215.00 47,135.00
06/30/2026 640,000.00 2.800% 37,205.00 677,205.00 723,695.00 46,490.00
06/30/2027 665,000.00 2.900% 19,285.00 684,285.00 730,100.00 45,815.00
Total $5,950,000.00 - $843212.75 $6,793,212.75 $7,273,165.04 $419,179.68
Net Present Value Benefit $363.574.18
Net PV Benefit/ $5,830,000 Refunded Principal 6.236%
Dated iy e 4/152017
First Coupon Date 9/01/2017
Weighted Average Maturity. . R RS S e S 5.553 Years
Bond Yield for Arbitrage Purposes........ccooeceieeciicninnnns 2.5420708%
Average Coupon e e T s S RS G R 2.5518822%
Bond Year Dollars ..o ummunrmsepnmmssssmss $33,042.78
True Interest Cost (TIC). e reneen 2.7404413%

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



$8,865,000
Knoxville Utilities Board
Water System Revenue Refunding Bonds, Series S-2005

Debt Service To Maturity And To Call

Refunded
Date Refunded Bonds Interest D/S To Call Principal Coupon Interest Refunded D/S
04/15/2017 5,830,000.00 29,855.38 5,859,855.38 - - - -
09/01/2017 - - - < - 122,135.63 122,135.63
03/01/2018 - - - 485,000.00  4.000% 122,135.63 607,135.63
09/01/2018 - : - - - - 112,435.63 112,435.63
03/01/2019 - - - 500,000.00 4.000% 112,435.63 612,435.63
09/01/2019 - - - - - 102,435.63 102,435.63
03/01/2020 - - - 520,000.00 4.125% 102,435.63 622,435.63
09/01/2020 - - - - - 91,710.63 91,710.63
03/01/2021 - - - 545,000.00  4.125% 91,710.63 636,710.63
09/01/2021 - - - - - 80,470.00 80,470.00
03/01/2022 - - - 570,000.00 4.125% 80,470.00 650,470.00
09/01/2022 - - - - - 68,713.75 68,713.75
03/01/2023 - - - 590,000.00  4.250% 68,713.75 658,713.75
09/01/2023 - - - - - 56,176.25 56,176.25
03/01/2024 - - - 615,000.00 4.250% 56,176.25 671,176.25
09/01/2024 - - - - - 43,107.50 43,107.50
03/01/2025 - - - 640,000.00 4.300% 43,107.50 683,107.50
09/01/2025 - - - - - 29,347.50 29,347.50
03/01/2026 - = - 665,000.00  4.300% 29,347.50 694,347.50
09/01/2026 - - - - - 15,050.00 15,050.00
03/01/2027 - - - 700,000.00 4.300% 15,050.00 ~ 715,050.00
Total $5,830,000.00 $29,855.38  §$5,859,855.38 $5,830,000.00 - $1,443,165.04 $7,273,165.04
Yield Statistics
Base date for Avg. Life & Avg. Coupon Calculation.........c..ovuevuiniciinieciiciininininens 4/15/2017
AVEIREE AR s s 5.714 Years
AVETAZE COUPONL......orvrceeerreurrusstesssassansasasessssmre s s oo s E AR R0 4.2425877%
Weighted Average Maturity (Par Basis)..... R R TR s S 5.714 Years
Refunding Bond Information
Rl DAt TN sttt st e s 3584 R AR OTARGRS N 4/15/2017
Refunding DERVETY DALe...........ocuvimmiuicrmimmiemisssesssessssissess s smssss s amssesssamsasss s s sss s s sesassasssesss . 4/15/2017

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



Estimated Debt Service
$5,950,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Water System Revenue Refunding Bonds, Series FF-2017

Estimated Debt Service

Date Principal Coupon Interest Total P+I Fiscal Total
04/15/2017 - - - - -
09/01/2017 - - 52,181.50 52,181.50 -
03/01/2018 560,000.00 1.500% 69,063.75 629,063.75 -
06/30/2018 - - - - 681,245.25
09/01/2018 = i . 64,863.75 . 64,863.75 T s
03/01/2019 545,000.00 1.750% 64,863.75 609,863.75 -
06/30/2019 - - - - 674,727.50
09/01/2019 - - 60,095.00 60,095.00 -
03/01/2020 555,000.00 1.900% 60,095.00 615,095.00 -
06/30/2020 - - - - 675,190.00
09/01/2020 - - 54,822.50 54,822.50 -
03/01/2021 570,000.00 2.100% 54,822.50 624,822.50 -
06/30/2021 - - - - 679,645.00
09/01/2021 - - 48,837.50 48,837.50 -
03/01/2022 585,000.00 2.300% : 48,837.50 633,837.50 -
06/30/2022 - - - ' - 682,675.00
09/01/2022 - - 42,110.00 42,110.00 -
03/01/2023 595,000.00 2.400% 42,110.00 637,110.00 -
06/30/2023 - - - - 679,220.00
09/01/2023 - - 34,970.00 34,970.00 -
03/01/2024 610,000.00 2.600% 34,970.00 -644,970.00 -
06/30/2024 - - - - 679,940.00
09/01/2024 - - ! - : 27,040.00 27,040.00 - -
03/01/2025 - 625,000.00 2.700% 27,040.00 652,040.00 -
06/30/2025 - - - - 679,080.00
09/01/2025 - - 18,602.50 -~ 18,602.50 : -
03/01/2026 640,000.00 2.800% 18,602.50 658,602.50 -
06/30/2026 - - - - 677,205.00
09/01/2026 - - 9,642.50 9,642.50 -
03/01/2027 665,000.00 2.900% 9,642.50 674,642.50 -
06/30/2027 - - - - 684,285.00

Total $5,950,000.00 - $843,212.75 $6,793,212.75 -
Date And Term Structure
DA ccoiiiisisstsmsssmmsissmivonspispassss sy 4/15/2017
First Coupon Date... 9/01/2017
Frequency of Interest Payments 2 Per Year
TFATSE SEHA] MALIIIEY DAL, ...ouooeeecsecesecsuuiomsiomsacmasssemssssssisssessesssesss sresssasssss a4 s AL AR 2SS 08 3/01/2018
Yield Statistics
Average Coupon e e e e e N R AR AR N AR 2.5518822%
Weighted Average Maturify..........ccccooieereiernsseisesessssccnnrnns 5.553 Years
Bond Year Dollars..........ccooeoreeurrnne $33,042.78
Bond Yield for Arbitrage PUIPOSES.........ccccciiimmimimmminimmsasssssisssassassensunnsssasasnsninssinsines s S SR e 2.5420708%
2.7404413%

TEUE INEETESE COSE {TTC). oo ruoierrmureueissessensessemsessessssasassesss sS850 048 SR 000

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



Estimated Sources & Uses
$5,950,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Water System Revenue Refunding Bonds, Series FF-2017

Estimated Sources & Uses

Dated 04/15/2017 | Delivered 04/15/2017

Estimated Sources Of Funds

Par AMOUNE OF BOMAS........ooooceeceiee et cecee e et re e e s seesas s cieses bt bbbt s ssis s e s e crnaes $5,950,000.00
Transfers from Prior Issue Debt Service Funds ; P P S B LS R 60,772.61
Estimated Total Sources $6,010,772.61
Estimated Uses Of Funds

Estimated Total Underwriter's Discount (Final Discount determined when bids are calculated®)........ccommmmsssiosnans 63,417.23
Fstjmated_ COSES OF ISSUANEE. .. ... ... coviensessmssesessssasssnsnssassasas sassasssssssssasasmensasemesesmsas simsssmsssaets sEebEebesrssesssas shess ba RERLESRE RS E SRS RS RS m e e R s s n s 87,500.00
Estimated Deposit to Current Refunding Fund..............oooviiiiiiminimisss s seanaees : ' 5,859,855.38
Total Uses $6,010,772.61

* Bids are award based on the lowest True Interest Cost (TIC).

True Interest Cost is a method of computing the interest expense to the issuer of bonds, true interest cost is defined as the rate, compounded semi-
annually, necessary to discount the amounts payable on the respective principal and interest payment dates to the purchase price received for the new
issue of bonds. Purchase price is affected by the amount of underwriter's discount the buyer utilizes.

Competitive Public Sale provides for open bid process. Every underwriter (Wiley Brothers, Southwest Securities,
Duncan-Williams, FTN Financial Capital Markets, Raymond James & Associates, Robert W. Baird, Hutchinson,
Shockey, Erley & Co., Sterne, Agee & Leach, Bank of America Merrill Lynch, Vining-Sparks, PNC Capital Markets,
SunTrust Banks, Wells Fargo Bank, Goldman Sachs, Stifel Nicolaus, UBS Financial Services, KeyBanc Capital
Markets, Citigroup Global Markets, Piper Jaffray, William Blair & Company, Mesirow Financial, J.P. Morgan, Morgan
Stanley, Barclays Capital, BOSC Inc., RBC Capital Markets, Guggenheim Securities, Janney Montgomery Scott, etc.)
will have an opportunity to submit a bid. The bonds will be awarded to the firm that has the lowest True

Interest Cost (the lowest financing cost to KUB)

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



Estimated Detail Costs Of Issuance

$5,950,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Water System Revenue Refunding Bonds, Series FF-2017

Estimated Detail Costs Of Issuance

Dated 04/15/2017 | Delivered 04/15/2017

ESTIMATED COSTS OF ISSUANCE DETAIL

A S TET RSO vz v o v s e L e S o B T R P s $20,000.00
BOTA COUMSEL ..ot eeeeeeeeeeeesesessesesseseeseenemssssesseassasssesees sasasesesaeeee semsseane s e s sesssabemsseehsshensasastmmeasmsssnsss aesamsssamnssereshomsememsamesmmsessamssnsaneen $20,000.00
THustee B CONSEIFBES. ..........ocovmrnesiensmsasmesieanessasssssansassssasusssusssssssensasmassasnsssesssasssns sasssnsases $1,200.00
Raling Agency Boe:= D00y S st i s .. $16,000.00
Rating Agency Fee - S&P ; 8 S R SO S A S ST S A SR B SRR $18,000.00
POS/Official Statement IR S—— L W S ST W S ) | SO U $5,905.00
Advertising P e e e e et . $1,400.00
I DT B I oo o B B o e e e L R A T S P T $4,995.00
ESTIMATED TOTAIL $87,500.00

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG
5



STATE OF TENNESSEE
COMPTROLLER OF THE TREASURY
OFFICE OF STATE AND LOCAL FINANCE

JAMES K. POLK STATE OFFICE BUILDING
505 DEADERICK STREET, SUITE 1600
NASHVILLE, TENNESSEE 37243-1402

PHONE (615) 401-7872
FAX (615) 741-5986

January 10, 2017

Honorable Madeline Rogero, Mayor
and Honorable City Council 2
City of Knoxville
P.O. Box 1631
Knoxville, TN 37901

Dear Mayor Rogero and Members of the Council:

This letter and report, and the plan of refunding (the “Plan”), are to be posted on the website of the City
of Knoxville (the “City™). Please provide a copy of this report to each member of the Council and present
it at the next meeting of the City Council.

This letter acknowledges receipt of the City’s request dated January 5, 2017, to review the Plan for the
issuance of a maximum of $13,500,000 Wastewater System Revenue Refunding Bonds, Series U-2017,
(the “Refunding Bonds™) to current refund an estimated $13,165,000 Wastewater System Revenue
Refunding Bonds, Series 2005B (the “Refunded Bonds™).

Pursuant to the provisions of Tennessee Code Annotated Title 9 Chapter 21, a plan must be submitted
to our Office for review. The information presented in the Plan includes the assertions of the City and
may not reflect either current market conditions or market conditions at the time of sale.

Balloon Indebtedness

The proposed structure of the Refunding Bonds does not appear to be balloon indebtedness. However,
as of the date of this letter, the balloon indebtedness statute would not be applicable because the proposed
debt to be issued is secured solely by a revenue pledge and the City has some amount of long-term
revenue indebtedness outstanding that is rated AA+/Aal or better. As long as the City maintains a rating
at AA+/Aal or better, the City will not be subject to the requirements of T.C.A. § 9-21-134 concefning
balloon indebtedness.

Financial Professionals

The City has identified Cumberland Securities Company, Inc. as its municipal advisor. Municipal
advisors have a fiduciary responsibility to the City. Underwriters have no fiduciary responsibility to the



Letter to the City of Knoxville — Wastewater System Revenue Refunding Bonds
January 10,2017
Page 2

City. They represent the interests of their firm and are not required to act in the City’s best interest
without regard to their own or other interests. The Plan was prepared by the City with the assistance of
its municipal advisor.

City’s Proposed Refunding Objective
The City indicated the purpose of the refunding is for net present value debt service savings.
Compliance with the City’s Debt Management Policy

The City provided a copy of its debt management policy, and within forty-five (45) days of issuance of
the debt approved in this:letter; is required to submit a Report on Debt Obligation that indicates that this
debt complies with its debt policy. If the City amends its policy, please submit the amended policy to
this office.

Report of the Review of a Plan of Refunding

The enclosed report does not.constitute.approval or disapproval for the proposed plan or a determination
that a refunding is advantageous or necessary nor that any of the outstanding obligations should be called
for redemption on the first or any subsequent available redemption date.or rethain outstanding until their
respective dates of maturity. This letter and the enclosed report do not address the compliance with
federal tax regulations and are not to be relied upon for that purpose. The City should discuss these
issues with a bond counsel.

This report is effective for a period of one hundred twenty (120) days. If the refunding has not been -
completed during this time, a supplemental plan of refunding must be submitted to this Office. At that
time we will issue a report thereon pursuant to the statutes. In lieu of submitting a supplemental plan, a
statement may be submitted to our Office after the 120-day period has elapsed stating that the
information contained in the current plan of refunding remains valid. Such statement must be submitted
by either the Chief Executive Officer or the Chief Financial Officer of the local government. We will
acknowledge receipt of such statement and will issue our letter confirming that this refunding report
remains valid foran additional 120-day period. However, with regard to the report currently being issued
by this Office, during the initial 120-day period or any subsequent 120-day period no refunding reports
will be issued relating to the debt obligations indicated herein as being refunded unless the Chief
Executive Officer or the Chief Financial Officer notifies our Office that the plan of refunding which has
been submitted is no longer valid.

We recognize that the information provided in the plan submitted to our Office is based on preliminary
analysis and estimates, and that actual results will be determined by market conditions at the time of sale
of the debt obligations. However, if it is determined prior to the issuance of these obligations that the
acfual results will be significantly different from the information provided in the plan which has been
submitted, and the local government determines. to proceed with the issue, our Office should
subsequently be notified by either the Chief Executive Officer or the Chief Financial Officer of the local
government regarding these differences, and that the local government was aware of the differences and
determined to proceed with the issuance of the debt obligations. Notification to our Office will be
necessary only if there is an increase or decrease of greater than fifteen percent (15%) in any of the
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following: (1) the principal amount of the debt obligations issued; (2) the costs of issuance; (3) the
cumulative savings or loss with regard to any refunding proposal. We consider this notification
necessary to ensure that this Office and officials of the local government are aware of any significant
changes that occur with regard to the issuance of the proposed indebtedness.

Report On Debt Obligation

We are enclosing the Report on Debt Obligation. The form must be completed for all debt issued.
Pursuant to T.C.A. § 9-21-151, this form is to be completed and filed with the governing body of the
City no later than forty-five days after the issuance of this debt, with a copy (including attachments, if
any) filed with the Director of the Office of State and Local Finance by mail to the address on this
letterhead or by email to stateandlocalfinance.publicdebtform@cot.tn.gov. No public entity may enter
into additional debt if it has failed to file the Report on Debt Obligation. A fillable PDF of Form CT-
0253 can be found at http://www.comptroller.tn.gov/sl/pubdebt.asp.

If you should have any questions or we may be of assistance, please feel free to call.

Sincerely,

shindiioT oy

Sandra Thompson
Director of the Office of State & Local Finance

ee: Mr. Jim Armette, Director of Local Government Audit, COT
Ms. Mintha Roach, President and CEO, Knoxville Utilities Board
Mr. Joseph Ayres, Cumberland Securities Company, Inc.
Mr. Scott Gibson, Cumberland Securities Company, Inc.
Mr. Mark Mamantov, Bass Berry & Sims

Enclosures: Report of the Director of the Office of State & Local Finance
Report on Debt Obligation



REPORT OF THE DIRECTOR OF THE OFFICE OF STATE AND LOCAL FINANCE
CONCERNING THE PROPOSED ISSUANCE
BY THE CITY OF KNOXVILLE, TENNESSEE OF
WASTEWATER SYSTEM REVENUE REFUNDING BONDS, SERIES U-2017

The City of Knoxville (the “City”) submitted a plan of refunding (the “Plan”), as required by T.C.A. § 9-21-
903 regarding an issuance of a maximum of $13,500,000 Wastewater System Revenue Refunding Bonds,
Series U-2017, (the “Refunding Bonds™) to current refund an estimated $13,165,000 Wastewater System
Revenue Refunding Bonds, Series 2005B (the “Refunded Bonds™).

The Plan was prepared with the assistance of the City’s municipal advisor, Cumberland Securities Company,
Inc. An evaluation of the preparation, support, and underlying assumptions of the Plan has not been
performed by this Office. This letter and report provide no assurances of the reasonableness of the underlying
assumptions. This report must be presented to the governing body prior to the adoption of a refunding bond
resolution. The Refunding Bonds may be issued with a structure different to that of the Plan. The City
provided a copy of its debt management policy.

Balloon Indebtedness

The proposed structure of the Refunding Bonds does not appear to be balloon indebtedness. However, as of
the date of this letter, the balloon indebtedness statute would not be applicable because the proposed debt to
be issued is secured solely by a revenue pledge and the City has some amount of long-term revenue
indebtedness outstanding that is rated AA+/Aal or better. As long as the City maintains a rating at AA+/Aal
or better, the City will not be subject to the requirements of T.C.A. § 9-21-134 concerning balloon
indebtedness.

City’s Proposed Refunding Objective
The City indicated the purpose of the refunding is for net present value debt service savings.
Refunding Analysis

e The results of the refunding are based on the assumption that $13,425,000 Refunding Bonds will be
sold by competitive sale and priced at par. ;

e The estimated net present value savings are $872,247, or approximately 6.63% of the refunded
principal of $13,165,000.

e The refunding generates savings by reducing the average coupon of the Refunded Bonds from 4.32%
to an average coupon of 2.39% for the Refunding Bonds.

e The final maturity of the Refunding Bonds does not extend beyond the final maturity of the Refunded
Bonds.

e Estimated cost of issuance of the Refunding Bonds is $238,168 or $17.74 per $1,000 of the par
amount. See Table 1 for individual costs of issuance.



Table 1

Costs of Issuance of Refunding Bonds

Amount Price per $1,000 bond

Underwriter's Discount (TBD by competitive sale) $ 134,668.36 S 10.03
Municipal Advisor (Cumberland Securities Company, Inc.) 26,000.00 1.94
Bond Counsel (Bass Berry & Sims) 20,000.00 1.49
Rating Agency Fees 44,000.00 3.28
Other Costs 13,500.00 1.00

Total Cost of Issuance $ 238,168.36 S 17.74

The City has identified Cumberland Securities Company, Inc. as its municipal advisor. Municipal advisors have
a fiduciary responsibility to you, the issuer. Underwriters have no fiduciary responsibility to you. They represent
the interests of their firm.

This report of the Office of State and Local Finance does not constitute approval or disapproval by the Office for
the Plan or a determination that a refunding is advantageous or necessary nor that any of the refunded obligations
should be called for redemption on the first or any subsequent available redemption date or remain outstanding
until their respective dates of maturity. This report is based on information as presented in the Plan by the City.
The assumptions included in the City’s Plan may not reflect either current market conditions or market conditions
at the time of sale.

If all of the Refunded Bonds are not refunded as a part of the Refunding Bonds, and the City wishes to refund
them in a subsequent bond issue, then a new plan will have to be submitted to this Office for review.

Sandra Thompson ;

Director of the Office of State and Local Finance
Date: January 10, 2017



KUB

Knoxville Utilities Board

January 5, 2017

Ms. Sandra Thompson

Director of Office of State and Local Finance
Suite 1600, James K. Polk Building

505 Deaderick Street -

Nashville, TN. 37243-1402

Re: Knoxville Utilities Board / City of Knoxville, Tennessee - Wastewater System

Dear Ms. Thompson:

The Knoxville Utilities Board (“KUB”) of the City of Knoxville, Tennessee (the “City”) is
pleased to enclose for your consideration a report entitled "Plan of Refunding” dated January
5, 2017. This report is being delivered to you to comply with Chapter 34, Title 7 and Chapter
21, Title 9 Tennessee Code Annotated.

Entity Information:
(A)KUB, governed by a Board of Commissioners, on behalf of the City of

Knoxville, Tennessee, governed by the City Council, pursuant to the
City’s Charter, KUB has full legal authority and controls all aspects of the
issuance of the proposed refunding debt.

(B) Madeline Rogero, Mayor
P.O. Box 1631 Knoxville, TN 37901

Mintha Roach, KUB President and CEO
445 South Gay Street Knoxville, TN 37902

Mark Walker, KUB CFO (865) 594-7418
445 South Gay Street Knoxville, TN 37902

E-Mail address: mintha.roach@kub.org and mark.walker@kub.org

(C) Contacts for additional information:
Financial Advisor: Cumberland Securities Company, Inc. (865-988-2663)
Joe Ayres: joe.avres@cumberlandsecurities.com and
Scott P. Gibson: scott.gibson@cumberiandsecurities.com

Bond Counsel: Bass, Berry & Sims (865-521-0365)
Mark Mamantov: mmamantov@bassberry.com

Electricity = Gas « Water « Wastewater

P.O. Box 59017 = Knoxville, TN 37950-9017 - (865) 524-2911 « www.kub.org



Timing Information:
(A) January 31, 2017 regularly scheduled City Council Meeting

Specific Request for:
(A) KUB on behalf of the City hereby requests a Report from the Office of State

and Local Finance on the enclosed Plan of Refunding pursuant to Chapter
34, Title 7 and Chapter 21, Title © Tennessee Code Annotated.

The City, acting by and through KUB, is proposing to refinance the following outstanding
obligations: Wastewater System Revenue Refunding Bonds, Series 2005B, dated August 10,
2005, maturing April 1, 2018 through April 1, 2027 in the outstanding principal amount of
$13,165,000 (the “Series 2005B Bonds”).

The enclosed Plan of Refunding outlines the projected structure based upon current market

conditions. To maximize flexibility the City’s bond resolution will be drafted to authorize the

refunding of all or any portion of the above referenced debt. Therefore, the final structure and

gizindg could vary from the enclosed request based on the final structure of the proposed
onds.

The City Council is scheduled to meet on Tuesday, January 31, 2017 to discuss the Plan of
Refunding and other documents related to this refinancing plan.

If you have any questions or need any additional information with respect to this financing,
please do not hesitate to contact me or our Financial Advisor, Mr. Joe Ayres or Mr. Scott P.
Gibson at Cumberland Securites Company, Inc. (865-988-2663) at your earliest
convenience.

Very truly yourw/
Mintha Roach
President and CEO
c¢: Mayor Madeline Rogero
Mr. Joe Ayres
Mr. Mark Mamantov

Enclosure



Plan of Refunding — Wastewater System

Knoxville Utilities Board / City of Knoxville, Tennessee

A) Identification of Key Professionals (including financial advisors, bond counsel,

B)

underwriters, or lenders) who have provided advice or proposals on which the Entity
relied to prepare the Plan):

1. Underwriter: Determined at Competitive Public Sale

2. Bond Counsel: Bass, Berry & Sims

3. Financial Advisor: Cumberland Securities Company, Inc.

Purpose(s) of Refunding, including parameters:
1. Cost Savings: include a projection of the savings and amortization schedules for
both refunding and refunded debt:
a. See attached Preliminary Refunding Analysis page 1.
2. Restructuring: provide a comparison of existing and proposed structures,
describing why debt is being restructured:
a. N/A
3. Covenant change: Clearly describe covenant to be eliminated or revised and any
change in the structure:
a. N/A
4. Reduction or elimination of risk: describe risk to be reduced or eliminated:
a. The proposed refunded bonds are fixed rate and will be refunded with fixed
rate bonds, therefore, there will be no change in risk.

C) Statement that the proposed refunding complies with the Entity’s adopted debt

management policy and a description of how the transaction is consistent with the
policy, including any savings threshold. If there is no adopted policy or the transaction is
not consistent, the Entity shall provide a detailed explanation.

1. KUB adopted a debt management policy on November 17, 2011 and amended the
policy on September 20, 2012. The proposed structure does have savings in excess
of 3% and does not extend debt past the original life of the issue which is consistent
with the KUB debt management policy. Additionally, the proposed debt is
traditional fixed rate debt and is the preferred form of debt under KUB’s debt
management policy.



D) Other Information

1. Amortization schedules for both (proposed) refunding and (outstanding) debt to
be refunded,
a. Proposed refunding debt schedule: See attached Preliminary Refunding
Analysis pages 3.
b. Outstanding debt schedule(s): See attached Preliminary Refunding Analysis
page 2.

As well as the following:

2. Refunding Debt:
a. Maximum size to be authorized by the governing body, identifying all
outstanding debt that could be included in the refunding:

i. Maximum size authorized by governing body = $13,500,000. To
refund the Wastewater System Revenue Refunding Bonds, Series
2005B, dated August 10, 2005, maturing April 1, 2018 through April
1, 2027 in the outstanding principal amount of $13,165,000 (the
“Series 2005B Bonds”).

b. Anticipated Size = 513,425,000

c. Anticipated final maturity and weighted average maturity. If the final
maturity is extended beyond the fiscal year of final maturity of debt to be
refunded or the weighted average maturity is increased, list the projects as
required below for refunded debt:

i. Final Maturity = 4/1/2027 (Same as refunded Debt)

ii. Weighted Average Maturity = 4.530 Years (Less Than Refunded
Debt :

d. Estimated Breakdown of Costs of Issuance: See attached Preliminary
Refunding Analysis page 5.

e. Estimated Sources and Uses of Funds: See attached Preliminary Refunding
Analysis page 4.

3. Refunded Debt: Information must be provided with respect to each debt issue to
be refunded; (if all currently outstanding debt will not be refunded, identify
maturities that are candidates for refunding).

a. Name of issue, type of debt, original terms, including whether the debt is
federally tax-exempt or taxable.
2



i. Wastewater System Revenue Refunding Bonds, Series 2005B, dated
August 10, 2005, maturing April 1, 2018 through April 1, 2027 in the
outstanding principal amount of $13,165,000 (the “Series 2005B
Bonds”). The Series 2005B Bonds are tax-exempt, fixed-rate debt,
with a final maturity on April 1, 2027.

b. Date of issue and copy of CT-0253 filed.

i. Date of Issue = August 10, 2005. The CT-0253 was filed with the
Office of State and Local Finance in connection with the issue of the
Series 2005B Bonds.

c. Date of authorization by the governing body.
i. The Series 2005B Bonds were authorized by the City’s governing body on

July 05, 2005.

d. Whether bank-qualified or under other small issuer exception.
i. No
e. Projects funded with proceeds of issue and remaining average life of
projects (if final maturity or weighted average maturity of debt is
extended).

i. The purpose of the Series 2005B Bonds being refunded were used to
advance refund the (i) Wastewater Revenue Bonds, Series 2001A,
dated December 1, 2001 (the “Series 2001A Bonds”) maturing April
1, 2011 and thereafter on the April 1, 2010 redemption date at par
plus accrued interest. The Series 2001A Bonds provide funds to pay
the costs of the construction, renovation, extension and
improvements to the System; and to pay costs incident to the
issuance and sale of Bonds; and (ii) Wastewater Revenue Refunding
and Improvement Bonds, Series 1998, dated March 1, 1998 (the
“Series 1998 Bonds”) maturing April 1, 2008 and thereafter on the
April 1, 2007 redemption date at par plus accrued interest. The
Series 1998 Bonds provide funds to pay the costs of the constructibn,
renovation, extension and improvements to the System; and to pay
costs incident to the issuance and sale of Bonds. The average life of
the proposed refunding bonds will not be longer than the average
remaining life of the assets financed.

f. Derivative product, if any, and copy of Report of Compliance:
i. There is no derivative agreement associated with the Series 2005B
Bonds.



Knoxville Utilities Board
of the
City of Knoxville, Tennessee

Preliminary
Refunding Analysis
Wastewater System

As of January 02, 2017

Prepared By:

Cumberland Securities Company, Inc.
Independent Financial Advisors
P.O. Box 24508
Knoxville, Tennessee 37933
Telephone: (865) 988-2663
Facsimile: (865) 988-1863
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Preliminary Refunding Analysis

Table of Contents
REPORT PAGE
Wastewater System
Wastewater System Revenue Refunding Bonds, Series 2017A - Estimated Savings..........ccoeveiieiniciniresirsiennen. 1
Wastewater System Revenue Refunding Bonds, Series S-2005 - Call REPOIL.....c.oocooivivriniierinrnicrinicceesvesiiesieees 2
Wastewater System Revenue Refunding Bonds, Series 2017A - Estimated Debt Service Schedule..............ccooe. 3

Wastewater System Revenue Refunding Bonds, Series 2017A - Estimated Sources and Uses of Funds
Wastewater System Revenue Refunding Bonds, Series 2017A - Estimated COL........cooeviveicieiiceiescececreees

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



$13,425,000

Estimated Savings Analysis

City of Knoxville, Tennessee / Knoxville Utilities Board
Wastewater System Revenue Refunding Bonds, Series 2017A

Estimated Savings Analysis

Estimated
Date Principal Coupon Interest Total P+I Refunded D/S Savings

06/30/2017 - - - - = -
06/30/2018 1,710,000.00 1.500% 278,006.19 1,988,006.19 2,086,385.00 98.378.81
06/30/2019 1,730,000.00 1.750% 263,605.00 1,993,605.00 2,093,860.00 100,255.00
06/30/2020 1,755,000.00 1.900% 233,330.00 1,988,330.00 2,088,066.26 99.736.26
06/30/2021 1,790,000.00 2.100% 199,985.00 1,989,985.00 2,088,556.26 98.571.26
06/30/2022 1,830,000.00 2.300% 162,395.00 - 1,992,395.00 2,090,243.76 97,848.76
06/30/2023 1,875,000.00 2.400% 120,305.00 1,995,305.00 2,092,843.76 97,538.76
06/30/2024 655,000.00 2.600% 75,305.00 730,305.00 825,593.76 95,288.76
06/30/2025 675,000.00 2.700% 58,275.00 733,275.00 830,187.50 96,912.50
06/30/2026 695,000.00 2.800% 40,050.00 735,050.00 833,250.00 98,200.00
06/30/2027 710,000.00 2.900% 20,590.00 730,590.00 829,781.26 99,191.26
Total $13,425,000.00 - $1,451,846.19 $14,876,846.19 $15,858,767.56 $981,921.37

Net Present Value Benefit $872.246.62
Net PV Benefit /513,165,000 R einded PrillCIPAL. ..o rsss corssseiiss isssssssivans s sirssess s eH55rs 55 s vses s mmseao e s s sisynsemmpasasas 6.625%
Datediisnnasnanns 4/15/2017
T L B0 it o R B e o S B AR o T G S A P A e i 10/01/2017
Weighted Average Maturity. 4.530 Years
Bond Yield for Arbitrage Purposes 2.3770556%
B A O IO Lt e L P e OV T oo e s s MmN SR s 2.3873977%
T B T ]| R T, L $60,812.92
B T TS = a1 (0 U 2.6158266%

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



$21,850,000

Knoxville Utilities Board

Wastewater System Revenue Refunding Bonds, Series 2005B

Debt Service To Maturity And To Call

Refunded
Date Refunded Bonds Interest D/S To Call Principal Coupon Interest Refunded D/S
04/15/2017 13,165,000.00 21,831.64 13,186,831.64 - - -
10/01/2017 - - - - 280,692.50 280,692.50
04/01/2018 - - - 1,525,000.00  4.100% 280,692.50 1,805,692.50
10/01/2018 - - - - - -249.430.00 249.430.00
04/01/2019 - - - 1,595,000.00 4.125% 249.,430.00 1.844.430.00
10/01/2019 - - - - 216,533.13 216,533.13
04/01/2020 - - - 1,655,000.00  4.200% 216,533.13 1,871,533.13
10/01/2020 - - - - 181,778.13 181,778.13
04/01/2021 - - - 1,725,000.00  4.250% 181,778.13 1,906,778.13
10/01/2021 - - - - 145,121.88 145,121.88
04/01/2022 - - - 1,800,000.00  4.300% 145,121.88 1,945,121.88
10/01/2022 - - - - 106,421.88 106,421.88
04/01/2023 - - - 1,880,000.00 4.375% 106,421.88 1,986,421.88
10/01/2023 - - - - 65,296.88 65,296.88
04/01/2024 - - - 4.375% 65,296.88 760,296.88
10/01/2024 - - - - 50,093.75 50,093.75
04/01/2025 - - - 4.375% 50,093.75 780,093.75
10/01/2025 - - - - 34,125.00 34,125.00
04/01/2026 - - - 4.375% 34,125.00 799,125.00
10/01/2026 - - - - 17,390.63 17,390.63
04/01/2027 - - - 4.375% 17,390.63 812,390.63
Total $13,165,000.00 $21,831.64 $13,186,831.64 $13,165,000.00 - $2,693,767.56 $15,858,767.56
Yield Statistics

Base date for Avg. Life & Avg, Coupon CalCUlAtiON..........ccouiiriemrerriesrersresesensessressssassessresressesssmsessesssessssassssmnssssssesssnssenssssnsssssesees 4/15/2017
ANVETEIETTE, . vusvavmsusrsssronsansinss iosis i sonsions Bes sy iesasw s puemore oSS SR o8 AT P 45 WA O A i S S T 4 SRS S A S 4.701 Years
AVETAZE COUPOTL.....ceieicitecaie ittt d st b et b bbb R bbb bt et et b £ e s oo h e h 4ottt b et e s b et eb s et en e sn et st eneaa e 43173713%
Weighted Averape: WIatimity (P Bas ) s s st o s a5 e s s s i v 4.701 Years

Refunding Bond Information
RN IOt IR oo et s i e S S S S e o e R et " 4/15/2017
4/15/2017

R O TS VTN TIAEC oo simmna umasmanins om0 S T S S G 4R B R AR S s e R

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



$13,425,000

City of Knoxville, Tennessee / Knoxville Utilities Board
Wastewater System Revenue Refunding Bonds, Series 2017A

Estimated Debt Service

Estimated Debt Service

Date Principal Coupon Interest Total P+I Fiscal Total
04/15/2017 - - - - -
10/01/2017 - - 133,378.69 133,378.69 -
04/01/2018 1,710,000.00 1.500% 144,627.50 1,854,627.50 #
06/30/2018 - - - - 1,988.006.19
10/01/2018 - - 131,802.50 131,802.50 -
04/01/2019 1,730,000.00 1.750% 131,802.50 1,861,802.50 -
06/30/2019 - - - - 1,993,605.00
10/01/2019 - - 116,665.00 116,665.00 -
04/01/2020 1,755,000.00 1.900% 116,665.00 1,871,665.00 -
06/30/2020 - - - - 1,988,330.00
10/01/2020 - - 99,992.50 99,992.50 -
04/01/2021 1,790,000.00 2.100% 99,992.50 1,889,992.50 -
06/30/2021 - - - - 1,989,985.00
10/01/2021 - - 81,197.50 81,197.50 -
04/01/2022 1,830,000.00 2.300% 81,197.50 1,911,197.50 =
06/30/2022 - - - - 1,992,395.00
10/01/2022 - - 60,152.50 60,152.50 -
04/01/2023 1,875,000.00 2.400% 60,152.50 1,935,152.50 -
06/30/2023 - - - - 1,995,305.00
10/01/2023 - - 37,652.50 37,652.50 -
04/01/2024 655,000.00 2.600% 37,652.50 692,652.50 -
06/30/2024 - - - - 730,305.00
10/01/2024 - - 29,137.50 29,137.50 -
04/01/2025 675,000.00 2.700% 29,137.50 704,137.50 -
06/30/2025 - - - - 733,275.00
10/01/2025 - - 20,025.00 20,025.00 -
04/01/2026 695,000.00 2.800% 20,025.00 715,025.00 -
06/30/2026 - - - - 735,050.00
10/01/2026 - - 10,295.00 10,295.00 "
04/01/2027 710,000.00 2.900% 10,295.00 720,295.00 B
06/30/2027 - - - - 730,590.00

Total $13,425,000.00 - T $1,451,846.19 $14,876,846.19 )
Date And Term Structure
Dated... 4/15/2017
First Coupon Daxc s 10/01/2017
Frequency of [ntcrcst Payments 2 Per Year
BitstSerial Maturity, DAl s i i S S e e e T N o et e A e VAT 4/01/2018
Yield Statistics
AVETAZE COUPOML..cuiuiieieiieestsseseiss st es e et esssesseesesssestaseseaesase st esessasseseseass et s assesesssbe s s ese e s et s s eEessse e s bt e s e s en e an s ee et ee 2.3873977%
Weighted Average Matur:ty ____________________________________________________________________________________________________________________________________________________________________ 4.530 Years
Bond Year Dollars... ” $60,812.92
Bond Yield for Arbltrage Purposes..... . 2.3770556%
TUE TNHETESE COSE (TIC)...vvv.vvvveerreessseesesssssesssssesesssssssesssesesessssseessssssesssssssseessssseessssssesssssseeessssssseesssssesssssessessssssessssssesesssssseseensseeenss 2.6158266%

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



Estimated Sources & Uses
$13,425,000
City of Knoxville, Tennessee / Knoxville Utilities Board
Wastewater System Revenue Refunding Bonds, Series 2017A

Estimated Sources & Uses

Dated 04/15/2017 | Delivered 04/15/2017

Estimated Sources Of Funds
Par AOUNE OF BOIA S i i i i i b sk (94 eamiw s FESF 4455 sramssomms s assessepesssns s sassnsemssnanseRsnss sepenpapassesssstpanses spsnmssnesaseossensnse 13429, (H00:00
Transters from:Prioc Is3ue Debt Semvice FUnAS. .o i i i i s s s L s e i -

Estimated Total Sources $13,425,000.00
Estimated Uses Of Funds

Estimated Total Underwriter's Discount (Final Discount determined when bids are calculated™®)......................c.... 134,668.36
ESHMAtEd COSES OF ISSUAMCE..........ovoiiveeiceccs et eese st saesesssee et s ssessssesesesseseesesseeeseasensaseeaeseeeeseeeeemseeebeeseesaeensseseee e seeeneesses 103,500.00
Estimated Deposit to Current Refanding Findi.iiii i s i it sbissidoision 13,186,831.64
Total Uses §13,425,000.00

* Bids are award based on the lowest True Interest Cost (TIC).

True Interest Cost is a method of computing the interest expense to the issuer of bonds, true interest cost is defined as the rate, compounded semi-
annually, necessary to discount the amounts payable on the respective principal and interest payment dates to the purchase price received for the new
issue of bonds. Purchase price is affected by the amount of underwriter's discount the buyer utilizes.

Competitive Public Sale provides for open bid process. Every underwriter (Wiley Brothers, Southwest Securities,
Duncan-Williams, FTN Financial Capital Markets, Raymond James & Associates, Robert W. Baird, Hutchinson,
Shockey, Erley & Co., Sterne, Agee & Leach, Bank of America Merrill Lynch, Vining-Sparks, PNC Capital Markets,
SunTrust Banks, Wells Fargo Bank, Goldman Sachs, Stifel Nicolaus, UBS Financial Services, KeyBanc Capital
Markets, Citigroup Global Markets, Piper Jaffray, William Blair & Company, Mesirow Financial, J.P. Morgan, Morgan
Stanley, Barclays Capital, BOSC Inc., RBC Capital Markets, Guggenheim Securities, Janney Montgomery Scott, etc.)
will have an opportunity to submit a bid. The bonds will be awarded to the firm that has the lowest True
Interest Cost (the lowest financing cost to KUB)

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



$13,425,000

Estimated Detail Costs Of Issuance

City of Knoxville, Tennessee / Knoxville Utilities Board
Wastewater System Revenue Refunding Bonds, Series 2017A

Estimated Detail Costs Of Issuance

Dated 04/15/2017 | Delivered 04/15/2017

ESTIMATED COSTS OF ISSUANCE DETAIL

A T AL VAR i sioniinsvonivamsnsis o s ks phas ssmsisms o hs a3 OS5 650 s s G0 LS SR S BB S S mom Wi SRS ms A FH A AR AR
BONA COUNMSEL ...ttt ve s e e een e esaen e ems s s e st e4 s 88t en 2t ee e840t H8 04§42 e et e e b e a e n s

Trustee & Counsel Fees..........

RalinE AZENCY Pet: MIO0MY St st v s shs s e o s v cvis s ass ros o sw s s ashs s s Fe o WAt som s A B 2

Ratitie: AgCNCY TOE: - SEEP.iuomisnsiiusnssusmmmsusesmomessasiinmissuss i eoms svsasin 4455 S0T4588TE 45080 T0a8 To548e 4444 054 64958 E64S 505 34 RS S A4S K3 S R 4SRN S oS

POS/Official Statement...
Advertising..................
INISCRIIANBONS vt i s e el

ESTIMATED TOTAI

$26,000.00
$20,000.00
$1,200.00
$21,000.00
$23,000.00
$5,905.00
$1,400.00
$4.995.00

$103,500.00

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



KUB

Knoxville Utilities Board

January 13, 2017

Knoxville Utilities Board
445 S. Gay Street
Knoxville, Tennessee 37902-1109

Commissioners:

KUB has been approached by Knox County (“County”) with a request to transfer
a .509 acre tract to the County, for public use to widen the roadway to improve
the entrance to Gibbs Middle School.

The .509 acre site is located at 7616 Tazewell Pike and is adjacent to KUB’s
Gibbs Electric Substation. KUB owns approximately 6 acres at this site, including
the .509 acres desired by the County. The .509 acre site is along the roadway
and is not needed for the operation of the electric system or any other KUB utility
system. Pursuant to KUB’s Procurement Guidelines, | have determined the 0.509
acre site is surplus real property.

Based on a recent appraisal of the property, the fair market value is $24,500. The
appraised value has been reviewed and approved by County staff. Pursuant to
state law and the Procurement Guidelines, public advertisement and competitive
bidding is not required for the transfer of the property.

Resolution 1355 authorizes the transfer of the 0.509 acres of property to Knox
County for the appraised value of $24,500. | recommend its approval on first and
final reading.

Respectfully submitted,

Prtta Seonel_

Mintha E. Roach
President and CEO



DRAFT

RESOLUTION NO. 1355

A Resolution Authorizing and Approving the Transfer of Certain Surplus Real
Property of the Electric Division of the Knoxville Utilities Board Located at 7616
Tazewell Pike to the County of Knox, Tennessee

Whereas, the Electric Division of the Knoxville Utilities Board (“KUB”) holds title
to certain real estate, located at 7616 Tazewell Pike, Knoxville, Tennessee, where
KUB’s Gibbs Electric Substation is located, and being all of CLT Map 021, Parcel 75, as
identified on the final plat of record, as prepared by Cannon & Cannon, Inc., recorded in
the Knox County Register of Deed’s Office at Instrument No. 200707100003121,
consisting of approximately 6 acres of land and appurtenances; and

Whereas, the County of Knox (the “County) seeks to widen the roadway to
improve the entrance to the Gibbs Middle School and has requested KUB transfer a
portion of the Property, approximately .509 acres in size and outside the footprint of the
Gibbs Electric Substation as shown on the drawing marked as Exhibit A and described
in the legal description marked as Exhibit B (the “Property”) to the County to assist in
improving roadway access; and

Whereas, KUB, pursuant to Article XI, sections 1106(D) and (T) of the Charter of
the City of Knoxville and Section VIl of the KUB Procurement Procedures, has the
authority, subject to the applicable provisions of any bonds or contracts, to transfer title
of real property or any right or interest in such property in connection with the operation
of its electric system; and

Whereas, KUB, pursuant to T.C.A. § 7-52-103(a)(6), has the authority, subject to
the applicable provisions of any bonds or contracts, to dispose of real property or any
right or interest in such property in connection with the operation of its electric system;
and

Whereas, pursuant to T.C.A. § 12-9-110, public advertising and competitive
bidding is not required for the transfer of the surplus property where it will be used for a
public purpose; and

Whereas, the County will pay KUB the appraised value of the Property in
exchange for the transfer of the Property to the County; and

Whereas, the Property is not useful and necessary for the continued operation of
the KUB electric utility substation substantially as it now exists, and has no potential use
by any other KUB system; and



Whereas, pursuant to Section VII of the KUB Procurement Procedures, the
President and CEO has determined that the Property is not needed by the electric
system or any other KUB system; and

Whereas, the bond resolutions for the KUB Electric Division authorize the
disposal of property of the electric system which the KUB Board of Commissioners (the
“‘Board”) determines to be no longer necessary and useful in the operation thereof.

Now, Therefore, Be it Hereby Resolved by the Board of Commissioners of
the Knoxville Utilities Board:

Section 1. That the Property is not useful and necessary to the continued safe,
efficient and economic operation of the KUB electric system, nor is it needed for the
operation of any other KUB system.

Section 2. Thatitis in the best interest of KUB and the Electric Division to
transfer the Surplus Property to the County.

Section 3. That the President and Chief Executive Officer or her authorized
designee be, and hereby is, authorized and directed to transfer the Property to the
County for the appraised value of $24,500 and to execute any and all documents
necessary to complete the transfer.

Section 4. That the proceeds of the transfer shall be placed into the accounts
of the Electric Division.

Section 5. That this Resolution shall take effect upon its passage.

Celeste Herbert, Chair

Mark Walker, Board Secretary

APPROVED ON 1st
& FINAL READING:
EFFECTIVE DATE:
MINUTE BOOK 37 PAGE







Resolution No. 1355
Exhibit B

Legal Description of Property to be Transferred to Knox County

Situated in District Number Eight of Knox County, Tennessee, without the corporate
limits of the City of Knoxville and being a portion of Knox County Property Assessor’s
Parcel Identification CLT Map 021, Parcel 75 of record in Instrument No.
20070710003121 in the Knox County Register of Deeds Office, and being more
particularly described as follows:

Beginning on a point at the existing eastern right-of-way line of S.R. 131, 6.83 feet left of
Centerline Station 526+58.82;

Thence with the existing eastern right-of-way line of S.R. 131, the following four (4)
calls:

North 05 deg. 39 min. 08 sec. West 48.28 feet to a point;

North 07 deg. 21 min. 43 sec. West 401.29 feet to a point;

North 09 deg. 01 min. 03 sec. West 209.47 feet to a point;

North 77 deg. 47 min. 22 sec. East 4.78 feet to a point; 17.26 feet right of Centerline
Station 533+18.06, corner to Gibbs School;

Thence leaving the existing eastern right-of-way line of S.R. 131 and within the southern
line of Gibbs School, N 77 deg. 47 min. 22 sec. East 37.74 feet to a point at the
proposed eastern right -of-way line of S.R. 131, said point being located 55.00 feet right
of Centerline Station 533+18.69;

Thence leaving the southern line of Gibbs School and with the proposed eastern right-
of-way line of S.R 131, the following three (3) calls:

South 16 deg. 20 min. 37 sec. West 32.38 feet to a point;

South 10 deg. 07 min. 05 sec. East 361.22 feet to a point;

South 04 deg. 33 min. 21 sec. East 266.91 feet to a point in the northern line of
Weddington, said point being located 22.00 feet right of Centerline Station 526+65.33;

Thence leaving the proposed eastern right-of-way line of S.R. 131 and with the northern
line of Weddington, South 71 deg. 56 min. 12 sec. West 17.60 feet to a point at the
existing eastern right-of-way line of S.R. 131, said point being located 4.84 feet right of
Centerline Station 526+61.46;

Thence leaving the northern line of Weddington and with the existing eastern right-of-
way line of S.R. 131, South 71 deg. 56 min. 12.sec West 11.96 feet to the point of
BEGINNING.



Containing 22,172 square feet +/- or 0.5509 acres, more or less, according to the
survey prepared by Robert G. Lusby, Cannon & Cannon, Inc., Tennessee License
Number 1332, dated April 14, 2016, and bearing project number 00263-0079.

Being a portion of the same property conveyed to Knoxville Utilities Board by Quitclaim
Deed from City of Knoxville dated May 1, 2007, of record in Instrument No. 20070710-
0003121 in the Knox County Register of Deeds Office.



Knoxville Utilities Board
Board Meeting
Minutes
Thursday, December 15, 2016, Noon

Call to Order

The Knoxville Utilities Board met in regular session in the Larry A. Fleming Board
Room at 445 S. Gay Street, on Thursday, December 15, 2016, pursuant to the
public notice published in the January 2, 2016, edition of the News Sentinel.
Chair Thompson called the meeting to order at 12:00 p.m.

Roll Call

Commissioners Present: Jerry Askew, Kathy Hamilton, Celeste Herbert, Sara
Pinnell, Nikitia Thompson, Eston Williams, and John Worden

Commissioners Absent: None

Approval of Minutes

The Minutes of the November 17, 2016, Board Meeting were approved as
distributed upon a motion by Commissioner Askew and seconded by
Commissioner Pinnell.

Old Business

Resolution 1351, Amending the Rate Schedules of the Gas Division,
Providing for a Rate Schedule for Compressed Natural Gas Vehicle (CNGV)
Fuel, By Amending Section 2 of Resolution No. 1060, as Heretofore
Amended

President Roach advised Commissioners the construction of KUB’s new
Compressed Natural Gas station is complete and in service. The station will open
to the public on January 1, 2017. She recognized John Williams, Manager and
Assistant to the CFO, to present the new CNG rate for consideration on second
and final reading.

President Roach recommended adoption of Resolution 1351 on second and final
reading. Her written recommendation is included in Attachment 1.
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December 15, 2016

Upon a motion by Commissioner Williams and a second by Commissioner
Herbert, Resolution 1351 (Attachment 1) was adopted by a roll call vote on
second and final reading. The following Commissioners voted “aye”: Askew,
Hamilton, Herbert, Pinnell, Thompson, Williams, and Worden. No Commissioner
voted “nay”.

President’s Report
Ten-Year Financial Discussion

President Roach reminded Commissioners that much of the September and
October meetings were spent discussing Century Il and its funding, looking back
at the last 10 years and then looking forward to Century Il and how to fund it for
the next 10 years. She recognized Mark Walker, Senior Vice President and Chief
Financial Officer, to summarize the ten-year plans for each utility system,
including planned system investments and proposed funding for the system
investments.

KUB Volunteers in Sevier County and Employee Excellence Awards

President Roach recognized Susan Edwards, Senior Vice President and Chief
Administrative Officer to provide details of KUB'’s recent volunteer efforts in
Sevier county. Ms. Edwards advised Commissioners that Sevier County
experienced devastating fires a few weeks ago. With anything of this magnitude,
assistance from surrounding counties is necessary and Ms. Edwards advised the
Board that several KUB crews were sent to provide assistance with electric
system restoration and that in excess of one hundred KUB employees were
using their volunteer time to assist Sevier County in its efforts.

Ms. Edwards provided an overview of the Employee Excellence Awards program
and recognized Kendall Stiles, Manager of Customer Support, who presented a
Customer Service award to Tim Cox; Jamie Davis, Manager of Underground
Construction, who presented a Customer Service award to members of the
Beverly Acres Crew; Terry Martin and Robert Langston; Gabriel Bolas, Manager
of Overhead Construction, who presented an Innovation award to certain
members of the Bundled Roller Design Team; Doug Collins and Rex Wilson;
Brooke Sinclair, Manager of Safety, Security and Technical Service, who
presented an Innovation award to a certain member of the Bulb Recycling
Project; Mike Rose; Bob Colwick, Engineer, who presented an Innovation award
to certain members of the Chemical Reduction Team; Craig Livesay and Chris
Wyrick; Mark Kenner, Manager of Information Services and Business Processes,
who presented a Cost Savings Award to certain members of the Hyperion
Software Team; Pam Martin and Melissa Reynolds; Billie Jo McCarley, Manager
of Plants, who presented a Cost Savings award to certain members of the
Kuwahee Pump Refurbishment Team; Craig Livesay, Tracy Hubbs, Marcus
Atkins, and Rick Walker; and Derwin Hagood, Vice President of Plant
Operations, who presented the Board Chair Awards to Jake Self and Thomas
Marks.
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December 15, 2016

New Business

Resolution 1353, A Resolution of the Knoxville Utilities Board Concerning
Eston Williams, who is Concluding Service as a Commissioner

Chair Thompson offered Resolution 1353 for the Board’s consideration
recognizing Eston Williams for his service to the KUB Board of Commissioners.
Bill Coley, Board’s General Counsel, read Resolution 1353.

President Roach recommended adoption of Resolution 1353 on first and final
reading.

Upon motion by Commissioner Worden and second by Commissioner
Herbert, Resolution 1353 (Attachment 2) was adopted by acclamation and a
unanimous voice vote.

Commissioner Williams thanked the Board, President Roach and the Senior
Management Team for all they do. But most importantly, he thanked the
employees, who he described as KUB'’s greatest asset.

Remarks Regarding Bill EImore’s Retirement

President Roach observed that this was Bill EImore’s, Executive Vice President
and COOQ, last Board Meeting before retiring on January 6, 2017. On behalf of
the Board, Chair Thompson thanked Mr. EImore for his service to KUB and
wished him well in his retirement.

Other Business

Commissioner Askew, Chair of the Board’s Nominating Committee announced
that the Committee met today to nominate a slate of officers for 2017. The
following individuals were nominated: Celeste Herbert, Chair; John Worden, Vice-
Chair; and Mark Walker, Secretary. He also announced that the election of
officers would be conducted in January 2017, as required by the Charter

Adjournment

There being nothing further to come before the Board, Chair Thompson declared
the meeting adjourned at 1:00 p.m.

Nikitia Thompson, Chair

Mark Walker, Board Secretary
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Attachments

Attachment 1 | Recommendation Letter and Resolution 1351, Amending Page(s)
the Rate Schedules of the Gas Division, Providing for a Rate | 7713 - 7717
Schedule for Compressed Natural Gas Vehicle (CNGV)
Fuel, By Amending Section 2 of Resolution No. 1060, as
Heretofore Amended

Attachment 2 | Resolution 1353, A Resolution of the Knoxville Utilities 7718 — 7719

Board Concerning Eston Williams, who is Concluding
Service as a Commissioner
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UE

Knoxville Utilities Board

December 9, 2016

Knoxville Utilities Board
445 S. Gay Street
Knoxville, Tennessee 37902-1109

Commissioners:

As you will recall, at last month’s meeting the Board adopted on first reading Resolution 1351,
amending KUB'’s rate schedules for the Gas Division to include a rate for the sale of
compressed natural gas (CNG).

The compressed natural gas vehicle (CNGV) fuel rate will provide for the appropriate cost
recovery of station costs, natural gas commodity cost, and state and federal taxes and
transaction fees, as applicable. If approved, the CNGV rate will be effective January 1, 2017 in
preparation for the opening of KUB’s public CNG fueling station.

As the CNGV fuel rate is a new rate offering for KUB, two readings are required. | recommend
adoption of Resolution 1351 on second and final reading.

Respectfully submitted,
Mintha E. Roach
President and CEO
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RESOLUTION NO. 1351

A Resolution Amending the Rate Schedules of the Gas Division, Providing for a
Rate Schedule for Compressed Natural Gas Vehicle (CNGV) Fuel, By Amending
Section 2 of Resolution No. 1060, as Heretofore Amended

Whereas, the Knoxville Utilities Board of Commissioners (“Board”) previously
adopted Resolution No. 1060, as heretofore amended, providing rate schedules for the
Gas Division of the Knoxville Utilities Board (“KUB”); and

Whereas, compressed natural gas (“CNG”) is recognized as a desirable
alternative transportation fuel for powering vehicles through a cleaner burning and
primarily domestically produced fuel; and

Whereas, KUB intends to expand the size of its CNG fleet over the next ten
years; and

Whereas, KUB’s existing CNG fueling station is aging and in need of significant
upgrades; and

Whereas, the Board has determined that it is in the best interest of KUB and its
customers to provide a CNG fueling station to meet the needs of KUB’s expanding CNG
fleet and encourage the use of CNG as an alternative transportation fuel for the public;
and

Whereas, the Board has previously appropriated expenditures for the
construction of a new CNG fueling station with additional capacity available for public
use; and

Whereas, in accordance with Section 1107(L) of the Charter of the City of
Knoxville, KUB has provided the required public notice of not less than five (5) days
prior to a meeting of the Board when a rate schedule change is to be considered.

Now, Therefore, Be it Hereby Resolved by the Board of Commissioners of
the Knoxville Utilities Board:

Section 1. That the Gas Division Rate Schedules as set forth in Section 2 of
Resolution No. 1060, as heretofore amended, be amended to include a rate schedule for
CNGYV, as set forth in Exhibit A to this Resolution, to be effective January 1, 2017.

Section 2. That the rate under this rate schedule shall be calculated monthly.
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Section 3. That the rate calculated in accordance with the CNGV rate schedule
shall be effective no later than the fifth business day of the applicable month.

Nikitia Thompson/s
Nikitia Thompson, Chair

Mark Walker/s
Mark Walker, Board Secretary

APPROVED ON 1st

READING: 11-17-16
APPROVED ON 2"
READING: 12-15-16

EFFECTIVE DATE: _12-15-16
MINUTE BOOK 37 PAGE _7714-7717
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EXHIBIT A

KUB

Knoxville Utilities Board

Knoxville Utilities Board
Gas Division

RATE SCHEDULE CNGV

Compressed Natural Gas Vehicle Fuel

Availability
Service under Rate Schedule CNGV is available to any vehicle served at KUB owned

CNG filling stations. This fuel is solely for use by the customer for fueling commercial or
personal vehicles and is not intended for re-sale.

Definitions

“‘CNG” — compressed natural gas being used solely for the fueling of Environmental
Protection Agency (EPA) approved commercial or personal vehicles utilizing natural gas
as a fuel source.
“CNG WACOG?” - for the purpose of this rate schedule the “CNG WACOG” shall mean
the projected weighted average cost of gas for the applicable month per therm of
natural gas, as determined in accordance with the Purchased Gas Adjustment adopted
by the KUB Board, multiplied by the gas gallon equivalent factor of an industry
recognized standard, as determined by KUB in its sole discretion.

Rate

Base Rate $1.3282 per Gas Gallon Equivalent (GGE)
Plus

All applicable state and federal taxes and applicable transaction fees.

Monthly Rate Adjustment

The CNGV rate shall be subject to adjustment on a monthly basis in accordance with
the CNG WACOG and any changes in state and federal taxes and applicable
transaction fees.
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Discount Pricing

In order to incent the public acquisition and use of CNG vehicles and fuel, the President
and CEO, or his or her designee, is authorized to enter into agreements with eligible
customers providing for discounts to the CNGV rate in accordance with the following
criteria:

Monthly CNG Use GGE Rate Discount
2,500 - 10,000 GGE $0.10
10,001 - 20,000 GGE $0.15
20,001 - 30,000 GGE $0.20
30,001 GGE or more $0.25

The terms and conditions of a discount pricing arrangement shall be established in a
contract between KUB and the customer.

Rules and Requlations

Service is subject to Rules and Regulations of KUB.
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RESOLUTION 1353

A Resolution of the Knoxville Utilities Board Concerning Eston Williams, Who is
Concluding Service as a Commissioner

Whereas, Eston Williams became a member of this Board in March 2008 and
has now served faithfully for eight years; and

Whereas, during his tenure, Commissioner Williams has been an advocate for
Project Help, an emergency assistance program for people who need temporary help
with their utility bills and;

Whereas, he encouraged KUB to consider offering a gift card program to allow
individuals to help family members, friends and others in need to pay their utility bills;
and

Whereas, Commissioner Williams recognized the need to eliminate the root
cause associated with ongoing emergency energy assistance and supported the
implementation of Round It Up, a pilot program which allows customers to round up
their monthly utility bills to the next whole dollar to provide funding for low-income home
weatherization; and

Whereas, since his first year on the Board, Commissioner Williams has been a
strong proponent of conservation and environmental stewardship and he supported
KUB in the achievement of several award-winning programs such as TVA's
EnergyRight Solutions and Renewable Energy awards for strong customer participation,
the Sierra Club’s Sustainable Energy Leader, and the National Biosolids’ Partnership
Platinum level award; and

Whereas, Commissioner Williams was an advocate for customers, recognizing
the balance between the needs of business and residential customers, the need to
invest in the system and the need to manage costs; and

Whereas, Commissioner Williams demonstrated leadership in the support of
long-term funding plans for KUB’s Century Il and PACE 10 infrastructure programs,
including the approval of bond issues and rate increases to balance the cost of needed
system improvements over both current and future KUB customers; and

Whereas, this funding is allowing for the timely replacement of water and gas
mains, overhead and underground electric lines, power poles and equipment at
substations and is already benefitting customers through increased system reliability;
and

Whereas, during his tenure, KUB’s high-quality bond ratings were upgraded by

both Moody’s Investors Service and Standard & Poor’s, including a historically high AAA
rating for KUB’s water system bonds by Standard & Poor’s; and
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Whereas, during his tenure, Commissioner Williams has been an advocate for
TeenWork, an award-winning 21-year-old program partnership with Austin East Magnet
High School which provides school-to-work experience for high school juniors and;

Whereas, during his tenure 245 students have participated in the TeenWork
program and there are currently 10 former TeenWorkers employed full time at KUB in a
range of jobs; and

Whereas, Commissioner Williams has further distinguished himself and KUB
through his involvement with the East Tennessee Quality Growth Forum, CHARACTER
COUNTS!, Men of Service and serving as Vice President of the Knoxville Industrial
Development Board and the President of 100 Black Men of Greater Knoxuville all
associations focused on making positive contributions in our communities; and

Whereas, in addition to his active role as a Commissioner during his tenure, he
served as Vice Chair of the Board, as well as Chair of the Nominating Committee; and

Now, Therefore, Be It Hereby Resolved by the Board of Commissioners of
the Knoxville Utilities Board:

Section 1. That this Board hereby gratefully acknowledges and commends
Eston Williams for his dedicated service to KUB, its employees, customers, and our
community.

Section 2. That the Board recognizes Commissioner Williams’ effective service
and that the Board genuinely regrets that his time on the KUB Board of Commissioners
has concluded.

Section 3. That this Resolution shall take effect from and after its passage and
that a copy shall be provided to Commissioner Williams.

Nikitia Thompson/s Sara Pinnell/s

Nikitia Thompson, Chair Sara Pinnell, Vice Chair

Jerry Askew/s Kathy Hamilton/s

Jerry Askew, Commissioner Kathy Hamilton, Commissioner
Celeste Herbert/s John Worden/s

Celeste Herbert, Commissioner John Worden, Commissioner

APPROVED ON 1st

& FINAL READING: __12-15-16
EFFECTIVE DATE: 12-15-16
MINUTE BOOK 37 PAGE_7718-7719
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