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THE TOWN OF CEREDO

Water Revenue Bonds, Series 2007A
{(West Virginia DWTRE Program)

SECOND SUPPLEMENTAL RESOLUTION

SECOND SUPPLEMENTAL RESOLUTION PROVIDING FOR
THE MODIFICATION OF THE SECURITY FOR THE
WATER REVENUE BONDS, SERIES 2007A (WEST
VIRGINIA DWTRF PROGRAM), OF THE TOWN OF
CEREDO.

WHEREAS, the council (the "Governing Body") of The Town of Ceredo (the
"Issuer”} has duly and officially adopted and enacted a bond ordinance, effective June 6,
2007, as supplemented by a Supplemental Resolution adopted on June 6, 2007 (collectively,
the "Bond Ordinance"), authorizing the issuance of the Water Revenue Bonds, Series 2007 A
(West Virginia DWTRF Program), of the Issuer (the “Bonds™), in an aggregate principal
amount of $2,700,000;

WHEREAS, the Bonds were issued on June 14, 2007 and purchased by the
West Virginia Water Development Authority (the “ Authority”) on behalf of the West Virginia
DWTRF Program and;

WHEREAS, the Bonds are secured, in part, by the assets of the potable water
transmission and distribution system of the Issuer (the “System™);

WHEREAS, the City has, by ordinance and election, authorized the sale of a
portion of the System, as further described in the hereinafter defined PSC Order (the “Sale
Assets”), which sale has been approved by the Public Service Commission of West Virginia
pursuant to a Final Order entered on February 13, 2007 in Case No. 06-0437-W-PC (the
“PSC Order™);

WHEREAS, the Governing Body deems it essential and desirable that this
Second Supplemental Resolution (the "Second Supplemental Resolution™) be adopted by the
Issuer to amend the Bond Ordinance to remove the Sale Assets as security for the Bonds.
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NOW, THEREFORE, BEIT RESOLVED BY THE GOVERNING BODY OF
TOWN OF CEREDO:

Section 1. Pursuant to the Bond Ordinance and the Act, this Second
Supplemental Resolution is adopted and the Bond Ordinance is hereby modified and amended
to remove the Sale Assets as security for the Bonds, contemporaneously with the transfer of
the Sale Assets to West Virginia-American Water Company.

Section 2. This Supplemental Resolution shall be effective immediately
following adoption hercof.

[Remainder of Page Intentionally Blank]}
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Adopted this 5th day of November, 2007.

Byﬁ?//wu H//gﬂaﬂ

Its™ M or
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PUBLIC SERVICE COMMISSION

OF WEST VIRGINIA TINT AT
CaARLESTON FINAL

Entered: January 24, 2006

CASE NO. 06-~0437-W~PC

TOWN OF CEREDQO and WEST VIRGINIA-AMERICAN
WATER COMPANY

Joint petition for consent and approval of the sale of
" a portion of the Town’'s water utility assets to WVAWC
and for approval of the related purchase agreement.

RECOMMENDED DECISION

On April 6, 2006, the Town of Ceredo {Ceredo) and West Virginia-
American Water Company (WVAWC) petitioned the Commission to approve the
sale of a portion of Ceredo’s water utility assets to WVAWC.

On June 2, 2006, the City of Kenova (Kenova) petitioned to
intervene. Kenova indicated that it provided water to Ceredo pursuant to
a 40-year contract and relied heavily on the revenues generated by its

water sales. H

On July 20, 2006, John and May Peters filed a protest to the
purchase agreement. Several other protest letters have been filed
subseguently. On July 28, 2006, the Commission received a petition
signed by 203 individuals objecting to the proposed sale.

Oon August 18, 2006, the Commission granted Kenova’'s petition to
intervene, The Commission referred the matter for a decision to be
rendered on or before February 14, 2007,

By Procedural Order issued October 24, 2006, the matter was set for
hearing on December 8, 2006, and the Town of Ceredo was ordered to

publish notice of the hearing.®

The hearing was held as scheduled. Robert R. Rodecker, Esquire,
appeared on behalf of Ceredo. K. Wyatt Hanna, III, Esquire, appeared on
behalf cf Kenova. Steven N. Chambers, Esquire, appeared on behalf of
WVAWC. Meyishi Pearl Blair, Esquire, appeared on behalf of Staff.

R,

‘The notice of hearing was properly published. See publication
affidavit filed December 4, 2006.
.w-
Public Servioe Cornmission
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PUBLIC COMMENT

William Barry Mosser lives on Briarwood Drive and offered a petition
from fourteen cther residents of the Briarcliff subdivision who support
the sale of the water system to WVAWC,. (Tr., 11). Mr. Mosser believes
that WVAWC is the best option for the residents to get improved water
service. (Tr., 12). He believes WVAWC pays reasonable wages, serves more
than 600,000 customers in West Virginia, and must go through full rate
proceedings at the Public Service Commission. (Tr. 12, 13). WVAWC is
willing to phase in, over a three-year period, the rate increase to take
the new customers to the higher WVAWC rates. {(Tr. 13). Mr. Mosser
believes that the reliability of water service in Kenova is *“haphazard.”
He indicated that it is difficult to get repairs in Kenova in a timely
manner. {Tr. 14). Mr. Mosser believes that WVAWC has the capital and
resources necessary to provide reliable water service. (Tr. 14). Mr.
Mosser believes that Ceredo’s rates will be increasing soon. (Tr. 14).
He believes that if Kenova takes over the system its rates will also have
to increase. (Tr. 15). Mr. Mosser complained that Kenova provided a tap
at a bnilding he owns in Kenova eleven weeks ago and has never been back
to repair the hole in the street. (Tr. 16, 17).

Susan Brody has lived on Briarcliff Drive for nine years. (Tr. 17).
She has had trouble with the quality of her service including discolored
water. (Tr. 18). She has experienced intermittent problems with her
water pressure. {Tr. 18). She gets problems with an odor from her
faucets. {(Tr. 18). Her water-using appliances are discolored. (Tr.
18). she supports the sale of the facilities to WVAWC. (Tr. 18).

Joe Sendek has lived in Briarcliff subdivision for ten years. (Tr.
19). His water service has been inadeqguate the entire time he has lived

in the subdivision. (Tr. 19). Mr. Sendek has a pump system in his back
yard. (Tr. 19). His troubles with water service and sewer service have
never been rectified., (Tr. 20j).

John Peters said that 203 people signed a petition opposing the sale
of the facilities to WVAWC. (Tr. 20). Mr. Peters wants the transfer of
the facilities to WVAWC to be denied. (Tr. 20). He does want a larger
water line put in to improve the pressure and quality of water in the
area. (Tr. 20). Mr. Peters indicated that the neighbors invested
$14,900 in the water line serving the area. {Tr. 20, 21). They were
forced to turn over the facilities to Ceredo in the early 1990s. (Tr.
20, 21). The community installed the lines in 1959 and were paying the
same rates as Ceredo residents through 1993, but had to do all their own
maintenance. (Tr. 21). The neighbors fixed the leaks, fixed the pumps,
pought new pumps and paid the electric bills on the pumps the entire
time. (Tr. 21). Ceredo’s only expense for 34 years was reading the
meters once a month and sending a bill. (Tr. 21). Mr. Peters believes
that water pressure decreased because new customers have been added but
no new facilities have been added to serve the customers. (Tr. 23).

Benn Chambers resides at 11 Briarcliff Drive. (Tr. 23). He agrees
with the other Briarcliff residents that the sale should be approved.
(Tr. 23, 24). Mr. Chambers is concerned that the subdivision has no fire

Public Serviee Commission
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protection. (Tr. 24). Mr. Chambers has fregquently been halfway through
‘a shower when his water service stopped. (Tr. 24}.

Floyd Sowards feels the subdivision needs fire protection. (Tr.
25). He opposes Kenova purchasing the facilities. (Tr. 25). Mr.
Ssowards doubts that Kenova will lose that much money if WVAWC takes over
the system. (Tr. 25, 26).

EVIDENCE
Mose Napier has been the Mayor of Ceredo since 1963. (Tr. 28).
panny Hite filed a formal complaint against Ceredo with the Public
Service Commission in 2003. (Tr. 28). The Commission found that Ceredo

was inadequately serving the customers in the Segar Hill area (Twelvepole
customers). (Tr. 28, 29; Ceredo Ex. l}. As a result of that Commission

order, Ceredo hired an engineering firm, Terradon Corporation, to figure
out how much it would cost to solve the quality of service problems.

(Tr. 29, 30).

ceredo, before going to WVAWC, approached Kenova to see if it would
take over the troubled service area. (Tr. 31, 32; Ceredo Exs. 2 and 3).
Xenova indicated that it was not interested in taking over the customers,
but objected to any transfer of these customers to another provider as
long as Kenova had a contract to provide water service to Ceredo. (Tr.
31, 32). Kenova informed Ceredo that it was cost-prohibitive for it to
take over the customers at issue. (Tr. 35; Ceredo Ex. 5).

After Kenova declined, Ceredo decided to pursue a transaction with
WVAWC, (Tr. 35). Mr. Napier believed that it was the most cost-
effective solution to solve the problem. (Tr. 35). Mr. Napier believes
that the transfer is the best solution for not only Ceredo but also the

customers at issue. (Tr. 36).

Douglas Adkins is Ceredo’s Superintendent of Water Works. (Tr. 38).
Within the last 18 months, Ceredo has installed a pump station to try to
increase water pressure to the area. (Tr. 38). Although it has helped,
i+ has not eliminated the problems. (Tr. 38).

On July 19, 2006, Ceredo had to go on a boil water advisory bhecause
its supply of water from Kenova was lost. (Tr. 39, 40; Ceredo Ex. 6).
Mr. Adkins believes that the transfer is in the best interest of all of
the parties. (Tr. 41). He indicated that if Ceredo or Kenova had to do
+he upgrades to the system that their customers would be burdened with
the expense for the next 30 to 40 years. (Tr. 4l1). Ceredo was warned on
its most recent sanitary survey that it should consider upgrading its

water storage. (Tr. 43, 44). The current reservoir has been in use
since 1903. (Tr. 44). Ceredo has had 29 boil water advisories since
March of 2004. (Tr. 44). Ceredo’s one tank does not provide a two (2)

day storage capacity. (Tr. 45).

Terry Moran is an engineer with Potesta & Associates. {(Tr. 47).
Mr. Moran’s firm considered alternatives for providing adequate service

3
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to the Twelvepole customers. (Tr. 49, 50; Ceredo Ex, 7). Mr. Moran, at
first, concluded that WVAWC could service the customers for $2,000,000
less than Ceredo could serve the customers. (Tr. 51). When Mr, Moran
reported this to Ceredo, it decided to try to transfer the customers to
WVAWC. (Tr. 51, 52). Mr. Moran's most current estimate is that it would
cost $2,300,000 more for Ceredo to serve the customers at issue. {Tr.
54). WVAWC already has a water line and tank at a much higher elevation
than Ceredo’s storage tank. {(Tr. 55). Ceredo would have to put in
pumping stations and a tank. (Tr. 55). Ceredo also has some high
maintenance lines which break a lot and which serve the customers at
issue. {Tr. 57}.

The existing Ceredo tank holds 370,000 gallions. (Tr. 358). Mr.
Moran indicated that it was less than two days of storage and did not
comply with the current Health Department standards. (Tr. 58). Mr.

Moran believes those standards require two days of storage plus fire
protection. (Tr. 58). Ceredo needs to increase its rates from $25.22 to
$30.71 to make improvements to its system other than the improvements
necessary to serve the Twelvepole customers. (Tr. 62, 63).

Stanley E. Fink is Ceredo's town recorder. {(Tr. 70). Ceredo
published the notification that it was going to sell some of its assets
to WVAWC. (Tr. 70, 71; Ceredo Exs. 10 and 11). Ceredo properly passed
the ordinance to authorize the sale. (Tr. 72, 23; Ceredo Ex. 13).
Ceredo published notice of the special election. {(Tr. 74; Ceredo Ex.
14). The election was held, with 246 votes cast and 18 votes challenged.
Of the remaining votes, all 228 voted for the sale. (Tr. 75; Ceredo Ex.
16). Approximately 217 of the customers affected by the sale of the
assets were ineligible to vote in the election because they were not
residents of Ceredo. (Tr. 77, 78).

Michael D. Griffith is a Certified Public Accountant. (Tr. 82, 83).
Mr. Griffith indicated that Ceredo’s rates have already been set up to go
through a three step increase, with the last two steps occurring May 1,
2007, and May 1, 2008. (Tr. 85). The current Ceredo rate is $23.33 for
4,500 gallons. Effective May 1, 2007, it will increase to $28.25 and
effective May 1, 2008, it will increase to $32.00 a month. (Tr. 86).
Mr. Griffith calculates a rate of $39 1f Ceredo proceeds with the
improvements necessary to adequately serve the Twelvepole customers.
(Tr. B88). Mr. Griffith projected that Kenova will lose $2,767 as a
result of the lost revenue from sales to serve the customers at issue.
(Tr. 95). Mr. Griffith believes that Ceredo will lose $18,136.93 in lost
revenue. (Tr. 96). The Town of Ceredo’s general fund has been
subsidizing its water operations. (Tr. 927}. It has done so in the
amount of about $300,000 so far. (Tr. 97}.

The $6,000 price for the assets WVAWC was a negotiated figure
intended to cover the cost of the municipal election. (Tr. 104).

The Town of Ceredo had a $4,300,000 improvement project of which
$2,700,000 was for improvement reguired regardless of the Twelvepole

area. (Tr. 112}).
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Daniel Bickerton ig the rural business development manager for
WVAWC. (Tr. 116, 117).® Mr. Bickerton engaged in the negotiations
regarding the contract at issue. (Tr. 117, 118). WVAWC estimates the
construction cost of interconnecting its system to serve the area to be
$510,000. (Tr., 119). WVAWC has used phased-in approaches for rates in
other acquisition cases. (Tr. 121). WVAWC is committed to continuing to
improve the facilities serving the Twelvepole customers. (Tr. 124). It
intends to put the system in its small diameter main replacement program.
(Tr. 124). The system would compete with other lines in the program for
funding. (Tr. 124). WVAWC would maintain its interconnection with
Ceredo. (Tr. 125).

WYAWC has a 24-~hour customer service center. (Tr. 126). It has the
resources necessary to make timely repairs. (Tr, 126). It has a
500,000-gallon storage tank available in the area. {Tr. 126, 127).
There are 20 new unserved customers who would get service on the
interconnection line between WVAWC and the existing Twelvepole system.
(Txr. 127).

Mr. Bickerton believes that the assets to be acquired, when looking
at original cost versus depreciation, are worth in the neighborhood of
$30,000. (Tr. 132). Most of the facilities were contributed to Ceredo.
(Tr. 132). 1In addition to the facilities which the neighborhood turned
over to Ceredo, there was also a grant from the Wayne County Commission
regarding one of the extension projects. (Tr. 132, 133). Most of the
rate base is in meters and a few newer service comnnections. (Tr. 133).
Mr. Bickerton indicated that it was not WVAWC’'s intention to become a
provider of water for the rest of Ceredo. (Tr. 136, 137). WVAWC's
current 4,500 gallion rate is $40.27. (Tr. 139).

Mark Sankoff is an engineer for WVAWC. (Tr. 149%). Ceredo serves
the area at issue through a four-inch river crossing which crosses
Twelvepole Creek, (Tr. 152). The line then goes up to the current
booster station. There is an additional small booster station on Segar
Rill. There are two booster stations on Branch Hill Drive. WVAWC
already has a 500,000~-gallon tank overlooking Spring Valley High School
and a 12-inch line coming down Spring Valley Drive. (Tr. 152). WVAWC
has an 8-inch line going up Branch Road. (Tr. 153). WVAWC would remove
the existing booster stations and install pressure reducing valves. (Tr.
153). WVAWC would install about 11,000 feet of line to make the
interconnection, using 8-inch main. (Tr. 154). The distance between
existing facilities is less than two (2) miles. (Tr. 154). On one end
of the system the facilities are less than a mile apart. {Tr. 155).
WVAWC is connecting onto the existing system at two locations. {(Tr.
154).

Mr. Sankoff believes that the service reliability of the system will
be greatly increased because it will be fed by a gravity tank with

2pechnically, Mr. Bickerton works for American Water Works Service

Company which is a subsidiary and service provider for WVAWC. (Tr. 116,
117y,
5
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constant water pressure. (Tr. 155). He believes that water pressure
will be much better. (Tr. 155). WVAWC spaces it water hydrants at 2,000
feet or less apart. (Tr. 156). In the current proposal, it would
install eight hydrants in the area relatively soon. (Tr. 157). WVAWC
believes it would take nine to twelve months from the time it got a
favorable decision from the Commission to install the facilities. (Tr.
158y. WVAWC invests §1,000,000 to $2,000,000 a year statewide in
replacing undersized mains. (Tr. 159). Mr. Sankoff believes that all of
+he customers will be adeguately served after WVAWC invests $510,000 to
interconnect with the existing system. (Tr. 162).

staff believes that the interconnection as proposed by WVAWC would
provide adequate guality of service to the customers at issue. (Tx.
178).

DISCUSSION

For approximately $510,000, WVAWC can provide adequate service to
the Twelvepole customers and provide service to twenty additional homes
rhat are not currently served with public water at all. It would cost
ceredo about $2,300,000 just to provide the existing Twelvepole customers
with adequate service. Tt is not because WVAWC is that much more
efficient or smarter, but because it already has an appropriate storage
tank with the required capacity in the area.

There is no doubt that the Twelvepole customers will see a rate
increase as a result of being served by WVAWC. But the evidence was
that, after Ceredo undertook the necessary steps to upgrade the
Twelvepole portion of its system, as well as other upgrades it needed,
the rates to be charged would not be substantially different from those
charged by WVAWC. WVAWC has also agreed to phase in the increase.

Staff estimated that Kenova will 1lose approximately $11,447 in
annual revenue as the result of the loss of the load related to these
customers.’ (Staff Ex. 1l). Kenova, however, declined on two separate
occasions to serve the Twelvepole customers directly. At hearing, it
offered no evidence at all.

There is both substantial public oppoéition and substantial public
support for the transfer of the customers to WVAWC.

Given the simple economics of the situation, it would be irrational
+o insist that Ceredo continue to serve the customers. The transfer of
the facilities and customers is clearly in the public interest and should
be approved. The purchase agreement should also be approved.’

Jphe Commission cannot ensure that no party will lose money on such
sales. The Commission simply must decide if the transaction is in the

overall public interest,

‘The $6,000 purchase price was negotiated between the parties and was
intended to be an estimate of the expense Ceredo incurred in heolding the
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{l FINDINGS OF FACT

1. Danny Hite filed a formal complaint against Ceredo with the
public Service Commission in 2003. The Commission found that Ceredo was
inadeqguately serving the Twelvepole customers. As a result of that
Commission order, Ceredo hired an engineering firm, Terradon Corporation,
to figure out how much it would cost to solve the guality of service
problems. Ceredo has already installed a pump station which was part of
the engineers’ recommendations. (Tr. 28, 29, 30, 31; Ceredo Ex. 1).

2. Ceredo, before going to WVAWC, approached Kenova to see if it
would take over the troubled service area. Kenova indicated that it was
not interested in taking over the customers and that such a course of
action would be cost-prohibitive for Kenova. KXenova also rejected the
idea a second time at a later date. ({(Tr. 31, 32, 35; Ceredo Exs. 2, 3,
4, 5).

3. Terry Moran and his engineering firm considered alternatives for
providing adequate service to the customers at issue. Mr. Moran, at
first, concluded that WVAWC could service the customers for $2,000,000
less than Ceredo could serve the customers. When Mr. Moran reported this
to Ceredo, it decided to try to transfer the customers to WVAWC. Mr.
Moran’s most current estimate is that it would cost $2,300,000 more for
Ceredo to serve the customers at issue. (Tr. 47, 49, 50, 51, 52, 54;
Ceredo Ex. 7}.

4. WVAWC already has 12-inch and 8-inch water lines and a 500,000~
gallon tank at a much higher elevation than Ceredo’s storage tank. WVAWC
would remove existing booster stations and install pressure reducing
valves. WYAWC would install about 11,000 feet of 8-inch main to
interconnect. The distance between existing WVAWC facilities and Ceredo
fFacilities is less than two miles at one end and less than one mile at
the other. WVAWC plans to connect onto the existing system at two
locations. (Tr. 55, 57, 152, 153, 154, 155).

5. cCeredo currently serves the area at issue through a four-inch
river crossing which crosses Twelvepole Creek. The line then goes up
hill to the current booster station. There is an additional small

required election. There is relatively little value to the existing
facilities in the ground which are inadeguate to provide service, old,
and largely contributed. Although Kenova raises the issue of grant money
being somehow being misappropriated to private use in its briefing, the
issue was not developed at hearing. There has been no showing that any
of +the facilities cannot be turned over to WVAWC because of their
original funding. Given the obligation to serve and to provide adeqguate
service, the physical system itself is in all likelihood a net liability.
There is undoubtedly a value to the customers which is why WVAWC is a
willing participant in the transfer. The contract's terms and conditions
appear reasonable and no party is given an undue advantage over the

other.
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booster station on Segar Hill., There are two more booster stations on
Branch Hill Drive. (Tr. 152, 153, 154, 1i55).

6. The service reliability of the system will be greatly increased
when it will be fed by a gravity tank with constant water pressure as
proposed by WVAWC. The water pressure will also be much better. All of
the customers will be adequately served after WVAWC invests $510,000 to
interconnect with the existing system. (Tr. 155, 162, 178).

7. WVAWC spaces its water hydrants at 2,000 feet or less apart. In
the current proposal, WVAWC would install eight hydrants in the area
relatively soon. {Tr. 156, 157).

8. Ceredo published the notification that it was going to sell some
of its assets to WVAWC,. Ceredo properly passed the oxrdinance to
authorize the sale. Ceredo published notice of the special election,
The election was held, with 246 votes cast and 18 votes challenged. Of
the remaining votes, all 228 voted for the sale. (Tr. 23, 70, 71, 72,
74, 15, 77, 78; Ceredo Exs. 10, 11, 13, 14, 16}.

9. Michael D. Griffith, a Certified Public Accountant, calculates
a rate of $39 for 4,500 gallons of water if Ceredo proceeds with the
improvements necessary to adequately serve the Twelvepole customers.
(Tr. B2, 83, 88).

10. The $6,000 price for the assets WVAWC was a negotiated figure
intended to cover the cost of the municipal election. (Tr. 104).

11. WVAWC estimates the construction cost of interconnecting its
system to serve the area to be $510,000. (Tr. 119}.

12. WVAWC has used phased~in approaches for rates in other
acquisition cases and has agreed to do so here., (Tr, 121).

13, WVAWC is committed to continuing to improve the facilities
serving the Twelvepole Creek customers. It intends to put the system in
its small diameter main replacement program. The system would compete
with other lines in the program for funding. WVAWC would maintain its
interconnection with Ceredo. (Tr. 124, 123).

14. WVAWC has a 24-hour customer service center. I+ has the
resources necessary to make timely repairs. {(Tr. 126, 127).

15. There are 20 new unserved customers who would get service on
the interconnection line between WVAWC and the existing Twelvepole

system. (Tr. 127).

16. WVAWC believes that the assets to be acquired, when looking at
original cost versus depreciation, are worth in the neighborhood of
$30,000. Most of the facilities were contributed to¢ Ceredo. 1In addition
to the facilities the neighborhood turned over to Cerede, there was also
a grant from the Wayne County Commission regarding one of the extension
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projects. Most of the rate base is in meters and a few newer service
connections. (Tr. 132, 133).

17. Mr. Bickerton indicated that it was not WVAWC’s intention to
become a provider of water for the rest of Ceredo. (Tr. 136, 137).

18. WVAWC's current 4,500 gallon rate is $40.27. (Tr. 139).

19. Kenova presented no testimony or evidence at the hearing. (See
Tr. generally).

CONCLUSIONS OF LAW

1. The proposed transfer and the related purchase contract are in
the public interest.

2. No party is given an undue advantage under the terms of the
purchase contract and its terms and conditions are reasonable.

3. Ceredo properly completed the ordinance and election process
necessary to transfer the assets to WVAWC.

ORDER

IT IS, THEREFORE, ORDERED that the sale and transfer of the portion
of the Town of Ceredo’s existing water system east of Twelvepole Creek to
the West Virginia-American Water Company be, and hereby is, approved.

IT IS FURTHER ORDERED that the purchase agreement dated March 20,
2006, between the Town of Ceredo and the West Virginia-American Water
Company dealing with the transfer be, and hereby is, approved without
specifically approving the terms and conditions thereof.

IT IS5 FURTHER ORDERED that this case be removed from the
commisgsion’s docket of open cases

The Executive Secretary is hereby ordered to serve a copy of this
order upon the Commission by hand delivery, and upon all parties of
record by United States Certified Mail, return receipt reguested.

Leave is hereby granted to the parties to file written exceptions
supported by a brief with the Executive Secretary within fifteen (15)
days of the date this order is mailed. If exceptions are filed, the
parties filing exceptions shall certify to the Executive Secretary that
all parties of record have been served the exceptions.

If no exceptions are filed, this order shall become the order of the
Commission, without further action, five (5) days following the
expiration of the fifteen (15) day time periocd, unless it is ordered
stayed by the Commission.

9
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Any party may reguest waiver of the right to file exceptions to an
Administrative Law Judge’'s Order by filing an appropriate petition in

writing with the

proved by order of the commission, nor shall any such waiver operate to

make any Adminis

sooner than five (5) days after approval of such waiver by the

Commission.

KAG:1lc
060437ab.wpd
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Secretary. No such waiver will be effective until ap-

trative Law Judge's Order the order of the Commission

(@ oy

Keith A. George
Administrative Law Judge
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

Issued: February 5, 2007

CASE NO. 06-0437-W-PC

TOWN OF CEREDO and WEST VIRGINIA-AMERICAN

WATER COMPANY
Joint petition for consent and approval of the sale of
a portion of the Town’s water utility assets to WVAWC
and for approval of the related purchase agreement.

CORRECTIVE ORDER

On April 6, 2006, the Town of Ceredo (Ceredo) and West Virginia-
American Water Company (WVAWC) petitioned the Commission to approve the
sale of a portion of Ceredo’s water utility assets to WVAWC.

By Recommended Decision entered on January 24, 2007, the sale and
transfer of the portion of the Town of Ceredo’s existing water system
east of Twelvepole Creek to the West Virginia-American Water Company was
approved.

It has come to the attention of the Administrative Law Judge that
the date of the Order stated “January 24, 2006" instead of “January 24,
2007". This date will be corrected by this Order.

ORDER

IT IS, THEREFORE, ORDERED that the date of January 24, 2007, be
substituted and corrected for the Order entered on that date that stated

January 24, 2006.

IT IS FURTHER ORDERED that the Commission's Executive Secretary
serve a copy of this Order upon all parties to this proceeding by United
States Certified Mail, return receipt requested, and upon Commission

Staff by hand delivery.

Keith A. George
Administrative Law Judge
KAG:mal
060437ac.wpd

Public Service Comimission
of West Virginia
Charleston
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December 28, 2007

The Town of Ceredo
Water Revenue Bonds, Series 2007 A

(West Virginia DWTRF Program)

The Town of Ceredo
Ceredo, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

‘West Virginia Bureaun for Public Health
Charleston, West Virginia

Ladies and Genilemen:

We served as bond counsel in connection with the issuance by The Town of Ceredo (the
- "Issuer"), a municipal corporation and political subdivision organized and existing under the laws of the State
of West Virginia, of its $2,700,000 Water Revenue Bonds, Series 2007 A (West Virginia DWTRF Program),
dated June 14, 2007 (the "Bonds"). The Bonds were issued pursuant to an Ordinance enacted by the Issuer
on June 6, 2007, as supplemented by a Supplemental Resolution adopted by the Issuer on June 6, 2007
(collectively, the “Ordinance™) and are secured by the Net Revenues of, and have a statutory mortgage lien
on, the water transmission and distribution system {the “System™) of the Issuer.

The Issuer, by ordinance and election, has authorized the sale of a portion of the System, as
further described in the hereinafter defined PSC Order (the “Sale Assets™), which sale has been approved by
the Public Service Commission of West Virginia pursuant to a Final Order entered on February 13, 2007 in
Case No. 06-0437-W-PC (the “PSC Order™). Additionally, the Issuer adopted a Second Supplemental
Resolution on November 5, 2007, amending the Ordinance which approved the issuance of the Bonds, to
remove the Sale Assets as security for the Bonds with the consent of the Authority.

Based upon and limited expressly to our review of the foregoing documents, we do not believe
that any of the actions taken therein have negated or modified the Issuer’s due authorization, issuance,
execution and delivery of the Bonds to the Authority and the Bonds remain the valid, legally enforceable and
binding special obligations of the Issuer, payable from the Net Revenues of the System and secured by a first
lien on and pledge of the Net Revenues all in accordance with the terms of the Bonds and the Bond
Legislation. Furthermore, we are of the opinion that the Bonds continue to have a statutory mortgage lien
on the portions of the System which remain the property of the Issuer following the transfer of the Sale
Assets.

CHS28133.2
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Town of Ceredo, et.al.
Page 2

It is to be understood that the rights of the holders of the Bonds and the enforceability of the
Bonds, the Loan Agreement and the Bond Legislation, and the liens and pledges set forth therein, may be
subject to and limited by bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
creditors' rights heretofore or hereafter enacted to the extent constitutionally applicable and that their
enforcement may also be subject to the exercise of judicial discretion and the application of equitable

remedies in appropriate cases.

Very truly yours,

M YUC

STEPT JOHNS PLLC

12.28.07
138840.00001

CH928153.2







November 5, 2007

The Town of Ceredo
Water Revenue Bonds, Series 2007 A
(West Virginia DWTRF Program)

The Town of Ceredo
Ceredo, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Bureau for Public Health
Charleston, West Virginia

Ladies and Gentlemen;

Based upon the rates and charges set forth in the water rate ordinance of The
Town of Ceredo (the “Issuer™), enacted June 5, 2006, the projected operating expenses and the
anticipated customer usage as furnished to us by Potesta & Associates, Inc. for the issuance of
the Bonds {as hereinafter defined). and the reduction in customers which will oceur as a result
of the sale of a portion of the assets of the System as provided in the Final Order of the Public
Service Commission of West Virginia entered on February 13, 20647, in Case No. 06-0437-WP(C,
it is our opinion that such rates and charges will be sufficient to provide revenues which,
together with other revenues of the waterworks system of the Issuer (the "System"}, will provide
for all Operating Expenses of the System and leave a balance each year equal to at least 115%
of the maximum amount required in any year for debt service on the Water Revenue Bonds,
Series 2007 A (West Virginia DWTREF Program) (the “Bonds™), issued in the original aggregate
principal amount of $2,700,000 to the West Virginia Water Development Authority on the June

14, 2007.

Very truly yours,

il »

Michael D. Gefffith, CPA

MDG/dk
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WEST VIRGINIA
Water Development Authority

{elebroting 33 Yeors of Service 1974 - 2007

November 27, 2007

THE TOWN OF CEREDO

Water Revenue Bonds, Series 2007 A
{West Virginia DWTRF Program)

TO WHOM IT MAY CONCERN:

In reliance upon the certificate of Griffith & Associates, the independent certified public
accountants for the Issuer, stating that the coverage requirement will be met and the opinion of Steptoe
and Johnson that the sale does not have a negative impact on the security for the Bonds, the undersigned
duly authorized representative of the West Virginia Water Development Authority (the “Authority™), the
registered owner of the Series 2007 A Bonds hereinafter defined and described, hereby consents to the
sale by the Issuer of a portion of the assets of the System, as further defined in the Final Order of the
Public Service Commission of West Virginia, entered on February 13, 2007, in Case No. 06-0437-W-PC.

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

Authorized Represent%( -

180 Association Drive, Charleston, WV 25311-1217
phone (304) 558-3612 / fax (304) 558-0299
www.wvwda.org







Town of Ceredo
Town Council
Regular Session
November 5, 2007

The Town of Ceredo, Town Council, met in regular session on Monday, November 5%,
2007 at the City Hall. The Mayor called the meeting to order at 7:30 p.m. Those
present included the Mayor, Mose A. Napier; the Recorder, Stanley E. Fink; and
Councilmen Dennis Adkins, Otis Adkins, Jim Billups, and Bob Leslie. C. R. Bash was
absent.

Minutes and Treasurer’s Report

The Recorder read the minutes of the previous meeting and the Treasurer reported on
the various line items of the budget.

Region II Resolution #5

Ms. Kathy Elliott from Region II Planning and Development presented the Mayor and
Council with a Resolution for payment of the following invoices totaling $324,944.24.

Potesta and Associates $ 22,849.52
Chapman-Martin $ 94,824.72
McCoy Construction $207,270.00

On a motion by Bob Leslie and second by Dennis Adkins, Council voted to approve the
resolution as presented. All were in favor, motion carried.

Mr. Charles Crank

Mr. Crank approached Council about purchasing the two (2) 25 X 75 lots owned by the
Town in the 300 block of 1% Street, East. After discussion, it was decided to sale the
lots to Mr. Crank for $5,000. The Mayor advised Mr. Crank an heir ship would need to
be addressed on one of the lots and he would contact an attorney to advise what
needed to be done to proceed with the sale.

Sewer Board Meeting

Councilman, Otis Adkins, reported on the meeting held in Council chambers with Mayor
Ric Griffith of Kenova and members of the Northern Wayne PSD on November 1%, 2007.
Mr. Adkins advised the group of the findings expressed to the Town by Attorney James
V. Kelsh after his review of the proposed contract. He also reported that, after
discussion on the contract and service agreement from the Huntington Sanitary Board,
Mayor Griffith would have Kenova's Attorney look at the contract and have her give an
opinion as to the position Kenova should take on the matter, at which time Mayor
Griffith would call the next meeting,
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Second Supplemental Resolution

The Mayor presented Council with the Second Supplemental Resolution Providing
for the Modification of the Security for the Water Revenue Bonds Series

2007A (West Virginia DWTRF Program) of the Town of Ceredo.

On a motion by Otis Adkins and second by Dennis Adkins, Council voted to adopt the
Resolution as read. All were in favor, motion carried.

Fire Department Re-Dedication

The Mayor advised Council the Ceredo Volunteer Fire Department would be
having a re-dedication of the remodeled fire station on November 25, 2007 at
2:00 p.m. He added that an invitation requesting their attendance had been
extended to the Mayor and Council,

Salary Increase for Town Employees

“The Mayor presented Council with a proposed employee pay increase scale for
their consideration. After reviewing the proposal and on a motion by Otis Adkins
and a second by Jim Billups, Council voted to approve the proposal increase to
become effective retroactive to October 1%, 2007, Al were in favor, motion
carried. -

Street Superintendent

Mr., Marvin Jordan, Street Superintendent, presented Council with copies of
maintenance forms and equipment record sheets that he had developed-for his
computer program which would reflect data on repairs and purchases.

Adiournment

No further business was brought before the Council. The meeting adjourned at
8:27 p.m. . :

Stanley E?K, Recordér




