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In re:
$6,370,000 Hardin County School District Finance Corporation

School Building Refunding Revenue Bonds, Series of 2017, dated December 7, 2017
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We have served as bond counsel to the Hardin County School District Finance Corporation. In that capacity we have examined the transcript of proceedings had in connection with the issuance of $6,370,000 Hardin County School District Finance Corporation School Building Refunding Revenue Bonds, Series of 2017, dated December 7, 2017 (the "Bonds").  Said Bonds have been issued in fully registered form, both principal and interest, accrue interest from their date at the rates indicated below, payable February 1, 2018 and semi‑annually thereafter and mature as to principal on February 1 in each of the years as follows:
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The Bonds maturing on or after February 1, 2028 are subject to redemption at the option of the Corporation prior to their stated maturities on any date falling on or after August 1, 2027, in any order of maturities (less than all of a single maturity to be selected by lot), in whole or in part, upon notice of such prior redemption being given by the Paying Agent in accordance with DTC requirements not less than thirty (30) days prior to the date of redemption, upon terms of the face amount, plus accrued interest, but without redemption premium.

Notwithstanding the foregoing, the Corporation reserves the right, upon thirty (30) days notice, to call the Bonds in whole or in part on any date at par for redemption upon the total destruction by fire, lightning, windstorm or other hazard of any building constituting the Projects and apply casualty insurance proceeds to such purpose.

Said Bonds shall be in denominations in multiples of $5,000 within the same maturity. U.S. Bank National Association, Louisville, Kentucky, has been designated as the Bond Registrar and Paying Agent for the Bonds and shall remit interest semiannually to each Registered Owner of record on the fifteenth day of the month preceding the interest due date.  Principal shall be paid upon submission of matured Bond Certificates to the Paying Agent.  Upon the submission of a duly executed assignment in form satisfactory to the Bond Registrar, the Bond Registrar shall transfer ownership of Bonds within three business days of the receipt thereof without expense to Registered Owners.

The Hardin County School District Finance Corporation (the "Corporation") has been formed as a non‑profit, non‑stock corporation pursuant to the provisions of Chapter 273, Section 58.180 and Sections 162.120 through 162.300 and 162.385 of the Kentucky Revised Statutes (“KRS”) to act as an agency and instrumentality on behalf of the Board of Education of Hardin County School District (the "Board") in financing school building improvements. The affairs of the Corporation are managed by its Board of Directors; members of the Board of Education are Directors of the Corporation by virtue of their elected office. We are of the opinion that the Corporation has been legally incorporated and is authorized to do business under Kentucky law and has taken all appropriate action to legally authorize, sell, issue, and deliver the Bonds pursuant to the Bond Resolution.

The Bonds have been authorized pursuant to the Bond Resolution passed and adopted by the Corporation's Board of Directors and the provisions of KRS 162.120 through 162.300 and KRS 162.385.

Such Bonds are issued for the purpose of refunding the Corporation's outstanding School Building Revenue Bonds, Series of 2011, dated February 22, 2011, (the “2011 Bonds”) maturing February 1, 2023 and thereafter and the Corporation's outstanding School Building Revenue Bonds, Second Series of 2011, dated May 17, 2011, (the “2011B Bonds”) maturing May 1, 2023 and thereafter (collectively, the “Defeased Bonds”) by the deposit in escrow and investment in Obligations of or fully guaranteed by the United States Government, sufficient proceeds of the Bonds to pay accruing interest and retire the Defeased Bonds prior to their stated maturities on February 1, 2021 and May 1, 2021, respectively; all as more fully set forth in the Bond Resolution authorizing said Bonds and within the meaning of the decision of the Court of Appeals of Kentucky in the case of Hemplepp v. Aronberg, Ky., 369 S.W. 2d 121.
The Series 2011 Bonds maturing February 1, 2018 through February 2022 and the Series 2011B Bonds maturing May 1, 2018 through May 1, 2022 (collectively, the “Remaining Bonds”) will not be defeased and will remain payable under the 2011 Lease and 2011B Lease, respectively.

The Defeased Bonds were issued pursuant to KRS 162.120 through 162.300 and KRS 162.385 by the Corporation to finance renovations at Radcliff Middle School and renovations to Vine Grove Elementary School (the “Projects”).

From our examination of the entire transcript of proceedings, we are of the opinion that such Bonds and the interest accruing thereon, constitute valid and binding obligations and commitments of the Corporation in accordance with their terms, payable solely from the income and revenues of the school Projects referred to in the Bond Resolution authorizing such Bonds, a sufficient portion of which revenues has been pledged to be set aside for the payment of such Bonds as they severally mature and the interest accruing thereon.  Said Bonds are secured by liens upon and pledges of the revenues from the rental of the school Projects refinanced from the proceeds thereof to the Board under a certain Lease Agreement by and between said Corporation and said Board (the "2017 Lease"); provided, however, said liens and pledges are on parity with similar liens and pledges securing the Remaining Bonds (the "Parity Bonds"). By the deposit in escrow of sufficient funds to pay the Defeased Bonds prior to their respective maturities, the rights of the Registered Owners of the Defeased Bonds in and to the school Projects and the rental revenues derived therefrom securing the Defeased Bonds have been terminated.  We are of the opinion that the Lease is a legally valid and binding obligation of the Board under Kentucky law in accordance with its terms for each year in which it is renewed by the Board.  The right is reserved in the Board to terminate the Lease at the end of any rental year; provided, however, the Lease shall be automatically renewed unless the Board shall elect not to do so.

Pursuant to the provisions of KRS 157.611 through 157.640, as amended, repealed, and reenacted (the "Act"), the Kentucky School Facilities Construction Commission of the Commonwealth of Kentucky (the "Commission") has been established as an agency and instrumentality of the Commonwealth charged with the responsibility for assisting local boards of education in financing or refinancing public school building projects and undertakings in a manner which will ensure an equitable distribution of funds based upon unmet need.

The Board has entered into a certain Adjusted Agreed Participation Agreement with the Commission pursuant to the Act and the Regulations of the Commission, as the Commission has determined that the Board is entitled to continued financial assistance from the Commission in meeting the unmet need represented by the Projects and has made an Offer of Assistance to the Board to provide financial assistance through the payment of a portion of the principal and interest requirements on the Bonds (the "Adjusted Agreed Participation") and has made a continued Offer of Assistance.  Under the Adjusted Agreed Participation Agreement between the Commission and the Board, the Commission has agreed to pay an annual amount equal to approximately 21.0% of the debt service requirements for the Bonds through February 1, 2031. Under the Constitution of the Commonwealth, the legal obligation of the Commission to continue pay the annual Adjusted Agreed Participation is limited to the first biennial budget period of the Commonwealth ending June 30, 2018, but the obligation of the Commission to pay the annual Adjusted Agreed Participation shall automatically renew each two years for a period of two years unless the Commission shall give notice of its intention not to participate.  The Commission, by the execution of the Adjusted Agreed Participation Agreement, has expressed its present intention to continue to pay the Adjusted Agreed Participation in each successive biennial budget period until February 1, 2031, but such expression does not legally obligate the Commission to do so.

Under the terms of the 2017 Lease, and any renewal thereof, the Board has agreed so long as the Bonds remain outstanding, and in conformance with the intent and purpose of KRS 157.627(5) and KRS 160.160(5), in the event of a failure by the Board to pay the rentals due under the 2017 Lease, and unless sufficient funds have been transmitted to the Paying Agent, or will be so transmitted, for paying said rentals when due, the Board has granted under the terms of the 2017 Lease and Participation Agreement to the Corporation and the Commission the right to notify and request the Kentucky Department of Education to withhold from the Board a sufficient portion of any undisbursed funds then held, set aside, or allocated to the Board and to request said Department or Commissioner of Education to transfer the required amount thereof to the Paying Agent for the payment of such rentals.
Based upon existing statutes, regulations and official rulings as construed and applied as of the date the Bonds herein referred to are delivered, it is our further opinion that the receipt of interest on said Bonds is at present excludable from the gross income of the recipients thereof for present Commonwealth of Kentucky and Federal income tax purposes, and that said Bonds are exempt from present ad valorem taxation by the Commonwealth of Kentucky and all of its political subdivisions. Notwithstanding the foregoing with regard to the exclusion from gross income for Federal income tax purposes, Registered Owners are advised as follows:  (i) in the computation of the corporate minimum tax, earnings and profits may include otherwise tax‑exempt interest on the Bonds; (ii) property and casualty insurance companies may be denied certain loss reserve deductions to the extent of otherwise tax‑exempt interest on the Bonds; (iii) individuals must include interest income on the Bonds in the calculation of "modified adjusted gross income" in the determination of whether and to what extent Social Security benefits are subject to Federal income taxation; and (iv) financial institutions may treat the Bonds as "qualified tax‑exempt obligations" under the provisions of Section 265(b)(3) of the Internal Revenue Code of 1986, as amended.

The opinions expressed in this letter are based upon the law in effect on the date hereof, and may be affected by actions taken or omitted or events occurring after the date hereof, including subsequent interpretations of the applicable law by competent judicial, regulatory and administrative authorities that modify, revoke, supplement, reverse, overrule or otherwise change applicable law and current interpretations thereof, and specifically by current or future legislative proposals, which, if enacted into law, could adversely affect the tax exemption of the interest on the Refunding Bonds.  We assume no obligation to revise or supplement this opinion should such law be changed by legislative action, judicial decision, or otherwise, or to determine or to inform any person whether any such actions are taken or omitted or any such events occur.
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