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FLATWOODS-CANOE RUN
PUBLIC SERVICE DISTRICT (WEST VIRGINIA)

A RESOLUTION AUTHORIZING THE ISSUANCE OF WATER
REVENUE BONDS, SERIES 2009 A (BANK QUALIFIED), OF
THE DISTRICT IN THE AGGREGATE PRINCIPAL AMOUNT OF
NOT MORE THAN $2,300,000, THE PROCEEDS OF WHICH
SHALL BE EXPENDED TO FINANCE THE ACQUISITION AND
CONSTRUCTION ~ OF . CERTAIN ADDITIONS AND
IMPROVEMENTS TO THE  DISTRICT’'S  EXISTING
WATERWORKS TREATMENT AND DISTRIBUTION SYSTEM
AND TO PAY COSTS IN CONNECTION THEREWITH;
PROVIDING FOR THE RIGHTS AND REMEDIES OF, AND THE
SECURITY FOR, THE REGISTERED OWNERS OF SUCH
BONDS; AUTHORIZING A BOND PURCHASE AGREEMENT,
AN OFFICIAL STATEMENT, A CONTINUING DISCLOSURE
AGREEMENT AND OTHER DOCUMENTS; AUTHORIZING THE
SALE AND PROVIDING FOR THE TERMS AND PROVISIONS
OF SUCH BONDS AND ADOPTING OTHER PROVISIONS WITH
RESPECT TO SUCH BONDS.

WHEREAS, Flatwoods-Canoe Run Public Service District (the “Issuer”) is a public
service district and a public corporation and political subdivision of the State of West Virginia in Braxton '
County of said State;

WHEREAS, the Issuer presently owns and operates a public waterworks treatment and
distribution system (the “System”) in Braxton County;

WHEREAS, under the provisions of Chapter 16, Article 13A of the West Virginia Code
of 1931, as amended (the “Act”), the Issuer is authorized and empowered to issue revenue bonds for the
purpose of financing the acquisition and construction of additions and improvements to the System;

WHEREAS, there are outstanding obligations of the Issuer which will rank on a parity
with the Series 2009 A Bonds as to liens, pledge and source of and security for payment, being the (i)
Water Revenue Bonds, Series 1996 A (United States Department of Agriculture), dated June 12, 1996,
issued in the original aggregate principal amount of $240,000 (the “Series 1996 A Bonds™); (ii) Water
Refunding Revenue Bonds, Series 1996 B (United States Department of Agriculture), dated June 12,
1996, issued in the original aggregate principal amount of $70,000 (the “Series 1996 B Bonds™); (iii)
Water Revenue Bonds, Series 1998 B (West Virginia Infrastructure Fund), dated September 24, 1998,
issued in the original aggregate principal amount of $890,000 (the “Series 1998 B Bonds™); (iv) Water
Revenue Bonds, Series 2001 (Bluefield Area Extension Project), dated October 18, 2001, issued in the
original aggregate principal amount of $2,240,000 (the “Series 2001 Bonds™); (v) Water Revenue Bonds,
Series 2005 A (West Virginia Infrastructure Fund), dated December 8, 2005, issued in the original
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aggregate principal amount of $5,085,825 (the “Series 2005 A Bonds™); and (vi) Water Revenue Bonds,
Series 2007 A (West Virginia Infrastructure Fund), dated April 24, 2007, issued in the original aggregate
principal amount of $1,014,000 (the “Series 2007 A Bonds”). The Series 1996 A Bonds, the Series 1996
B Bonds, the Series 1998 B Bonds, the Series 2001 Bonds, the Series 2005 B Bonds and the Series 2007
A Bonds are collectively referred to as the “Prior Bonds.”

WHEREAS, the Issuer has determined and hereby determines that it is in the best interest
of the residents of Braxton County that its Series 2009 A Bonds be sold to the Original Purchaser (as
hereinafter defined) thereof pursuant to the terms and provisions of a bond purchase agreement (the
“Bond Purchase Agreement”) between the Issuer and the Original Purchaser, hereinafter defined;

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF FLATWOODS-CANOE
RUN PUBLIC SERVICE DISTRICT:
ARTICLE I
DEFINITIONS; STATUTORY AUTHORITY; FINDINGS
Section 1.01. Definitions. All capitalized terms used in this Resolution and not

otherwise defined in the recitals or in the text hereof shall have the meanings specified below, unless the
context expressly requires otherwise:

~ “Act” means Chapter 16, Article 13A of the West Virginia Code of 1931, as amended
and in effect on the date of delivery of the Series 2009 A Bonds.

“ Authorized Newspaper” means a financial journal or newspaper of general circulation in
the City of New York, New York, printed in the English language and customarily published on each
business day of the Registrar, whether or not published on Saturdays, Sundays or legal holidays, and so
long as so published, shall include The Bond Buyer and Redemption Digest.

“Authorized Officer” means the Chairman of the Governing Body of the Issuer or any
Acting Chairman duly selected by the Governing Body.

“Bond Commission” means the West Virginia Municipal Bond Comumission or any other
agency of the State of West Virginia which succeeds to the functions of the Bond Commission.

“Bond Counsel” shall mean any law firm having a national reputation in the field of
municipal law whose opinions are generally accepted by purchasers of municipal bonds, appointed by the
Issuer, and shall initially mean Steptoe & Johnson PLLC, Charleston, West Virginia.

“Bondholder,” “Holder of the Bonds,” “Owner of the Bonds” or any similar term means
any person who shall be the registered owner of any outstanding Bond.

“Bond Register” means the books of the Issuer maintained by the Registrar for the
registration and transfer of Bonds.
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“Bond Year” means the 12-month period beginning on the anniversary of the Closing
Date in each year and ending on the day prior to the anniversary date of the Closing Date in the following
year, or such other period as shall be determined by the Issuer, except that the first Bond Year shall begin
on the Closing Date.

“Bonds” means, collectively, the Series 2009 A Bonds, the Prior Bonds, and any
additional parity Bonds hereafter issued within the terms, restrictions and conditions contained herein.

“Business Day” means any day other than a Saturday, Sunday or a day on which national .
banking associations or West Virginia banking corporations are authorized by law to remain closed.

“Certificate of Authentication and Registration” means the Certificate of Authentication
and Registration on the Series 2009 A Bonds in substantially the form set forth in EXHIBIT A - SERIES
2009 A BOND FORM, attached hereto. '

“Chairman” means the Chairman of the Governing Body of the Issuer.

“Closing Date™ means the date upon which there is an exchange of the Series 2009 A
Bonds for the proceeds representing the original purchase prices thereof.

“Code” shall mean the Internal Revenue Code of 1986, as amended and supplemented
from time to time, and Regulations thereunder.

“Construction Fund” means the Construction Fund created by Section 4.01 hereof.

“Consulting Engineers” means any qualified engineer or engineers or firm or firms of
engineers that shall at any time now or hereafter be retained by the Issuer as Consulting Engineers for the
System, or portion thereof.

“Costs™ or similar terms mean those costs described in Section 1.03 hereof to be a part
of the costs of acquisition and construction of the Project.

“Costs of Issuance Fund” means the Costs of Issuance Fund created by Section 4.01
hereof.

~“Depository Bank” means the bank or banks to be designated as such in the
Supplemental Resolution, and any other bank or national banking association located in the State of West
Virginia, eligible under the laws of the State of West Virginia to receive deposits of state and municipal
funds and insured by the FDIC that may hereafter be appointed by the Issuer as Depository Bank.

“DTC” means the Depository Trust Company, New York, New York, or its successor
thereof.

“DTC-eligible” means, with respect to the Series 2009 A Bonds, meeting the
qualifications prescribed by the Depository Trust Company, New York, New York.
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“Bvent of Default” means any occurrence or event specified in Section 7.01.

“EDIC” means the Federal Deposit Insurance Corporation or any successor to the
functions of the FDIC.

“Fiscal Year” means each 12-month period beginning on July 1 and ending on the
succeeding June 30. :

“Governing Body” or “Board” means the public service board of the Issuer, as it may
now or hereafter be constituted. ’

“Government Obligations” means direct obligations of, or obligations the timely
payment of the principal of and interest on which is guaranteed by, the United States of America.

“Grogs Revenues” means the aggregate gross operating and non-operating revenues of
the System, as hereinafier defined, determined in accordance with generally accepted accounting
principles, after deduction of prompt payment discounts, if any, and reasonable provision for uncollectible
accounts; provided, that “Gross Revenues” does not include any gains from the sale or other disposition
of, or from any increase in the value of, capital assets (including Qualified Investments, as hereinafter
defined), any Tap Fees, as hereinafter defined.

“Independent Certified Public Accountant” means any certified public accountant or
firm of certified public accountants that shall at any time hereafter be retained by the Issuer to prepare an
independent annual or special audit of the accounts of the System or for any purpose except keeping the
accounts of the System in the normal operation of its business and affairs.

“Issuer” means Flatwoods-Canoe Run Public Service District, a public service district
"and public corporation and political subdivision of the State of West Virginia, in Braxton County of said
State, and, unless the context clearly indicates otherwise, includes the Governing Body of the Issuer.

“Net Proceeds” means the face amount of the Series 2009 A Bonds, plus accrued
interest and premium, if any, less original issue discount, if any, and less proceeds deposited in the Series
2009 A Bonds Reserve Account. For purposes of the Private Business Use limitations set forth herein,
the term Net Proceeds shall include any amounts resulting from the investment of proceeds of the Series
2009 A Bonds, without regard to whether or not such investment is made in tax-exempt obligations.

“Net Revenues” means the balance of the Gross Revenues, remaining after deduction of
Operating Expenses, as hereinafter defined.

“Nonpurpose Investment” means any investment property which is acquired with the
gross proceeds of the Series 2009 A Bonds and is not acquired in order to carry out the governmental
purpose of the Series 2009 A Bonds. ’

“Operating Expenses” means the reasonable, proper and necessary costs of repair,
maintenance and operation of the System and includes, without limiting the generality of the foregoing,
administrative, engineering, legal, auditing and insurance expenses, other than those capitalized as part of
the costs, fees and expenses of the Authority, fiscal agents, the Depository Bank, the Registrar and the
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Paying Agent (all as herein defined), other than those capitalized as part of the costs, payments to pension
or retirement funds, taxes and such other reasonable operating costs and expenses as should normally and
regularly be included under generally accepted accounting principles; provided, that “Operating
Expenses” does not include payments on account of the principal of or redemption premium, if any, or
interest on the Bonds, charges for depreciation, losses from the sale or other disposition of, or from any
decrease in the value of, capital assets, amortization of debt discount or such miscellaneous deductions as
are applicable to prior accounting periods. '

“Original Purchaser” means Crews & Associates, Inc., Charleston, West Virginia, as the
purchaser of the Series 2009 A Bonds directly from the Issuer, or, if the Issuer and such  Original
Purchaser do not agree to the purchase of the Series 2009 A Bonds with interest rates and other terms
allowable under the Act, such other person or persons, firm or firms, bank or banks, corporation. or
corporations or such other entity or entities as shall purchase the Series 2009 A Bonds directly from the
Issuer, as determined by a resolution supplemental hereto; provided, that the Original Purchaser and the
Issuer shall agree to the purchase of the Series 2009 A Bonds, as hereinafter defined, including the exact
principal amount thereof and interest rate or rates thereon as fixed by said supplemental resolution to be
adopted by the Issuer at the time of approval of such sale of said Series 2009 A Bonds.

“Qutstanding,” when used with reference to the Series 2009 A Bonds and as of any
particular date, describes all Bonds theretofore and thereupon being issned and delivered except (a) any
Bond canceled by the registrar for such Bond at or prior to said date; (b) any Bond for the payment of
which monies, equal to its principal amount, with interest to the date of maturity, shall be held in trust
under this Resolution and set aside for such payment (whether upon or prior to maturity); (c) any Bond
deemed to have been paid as provided by Section 9.01; and (d) with respect to determining the number or
percentage of Bondholders or Bonds for the purpose of consents, notices and the like, any Bond registered
to the Issuer. Notwithstanding the foregoing, in the event that a Bond Insurer has paid principal of and/or
interest on any Bond, such Bond shall be deemed to be Outstanding until such time as a Bond Insurer has
been reimbursed in full.

‘ “Paying Agent,” initially, the West Virginia Municipal Bond Commission and any other
paying agent or other entity designated as such for the Series 2009 A Bonds in the Supplemental
Resolution, and any successor thereto appointed in accordance with Section 8.12 hereof.

“Prior Bonds” means, collectively, the Series 1996 A Bonds, the Series 1996 B Bonds,
the Series 1998 B Bonds, the Series 2001 Bonds, the Series 2005 A Bonds and the Series 2007 A Bonds,
as herein defined.

“Prior Resolutions” means the bond resolutions as supplemented, of the Issuer
~ authorizing the Prior Bonds.

“Private Business Use” means nse directly or indirectly in a trade or business carried on
by a natural person, including all persons “related” to such person within the meaning of Section
144(a)(3) of the Code, or in any activity carried on by a person other than a natural person, including all
persons “related” to such person within the meaning of Section 144(a)(3) of the Code, excluding,
however, use by a state or local governmental unit and use as a member of the general public. All of the
foregoing shall be determined in accordance with the Code, including, without limitation, giving due
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regard to “incidental use,” if any, of the proceeds of the issue and/or proceeds used for “qualified
improvements,” if any.

“Purchase Price,” for the purpose of computation of the Yield of the Series 2009 A
Bonds, has the same meaning as the term “issue price” in Sections 1273(b) and 1274 of the Code, and, in
general, means the initial offering price of the Series 2009 A Bonds to the public (not including bond
houses and brokers, or similar persons or organizations acting in the capacity of underwriters or
wholesalers), at which price a substantial amount of the Series 2009 A Bonds of each maturity is sold or,
if the Series 2009 A Bonds are privately placed, the price paid by the first buyer of the Series 2009 A
Bonds or the acquisition cost of the first buyer. “Purchase Price,” for purposes of computing Yield of
Nonpurpose Investments, means the fair market value of the Nonpurpose Investments on the date of use
of Gross Proceeds of the Series 2009 A Bonds for acquisition thereof, or if later, on the date that
Investment Property constituting a Nonpurpose Investment becomes a Nonpurpose Investment of the
Series 2009 A Bonds. :

“Qualified Investments” means and includes any of the following, unless otherwise set
forth in the Supplemental Resolution:

(a) Government Obligations;

(b) Government Obligations which have been stripped of their unmatured
interest coupons, interest coupons stripped from Government Obligations, and receipts
or certificates evidencing payments from Government Obligations or interest coupons
stripped from Government Obligations;

(¢} Bonds, debentures, notes or other evidences of indebtedness issued by any
of the following agencies: Banks for Cooperatives; Federal Intermediate Credit Banks;
Federa! Home Loan Bank System; Export-Import Bank of the United States; Federal
Land Banks; Government National Mortgage Association; Tennessee Valley Authority;
or Washington Metropolitan Area Transit Authority;

(d) Any bond, debenture, note, participation certificate or other similar
obligations issued by the Federal National Mortgage Association to the extent such
obligation is guaranteed by the Government National Mortgage Association or issued
by any other federal agency and backed by the full faith and credit of the United States
of America;

(e) Time accounts (including accounts evidenced by time certificates of
deposit, time deposits or other similar banking arrangements) which, to the extent not
insured by the FDIC, shall be secured by a pledge of Government Obligations,
provided, that said Government Obligations pledged either must mature as nearly as
practicable coincident with the maturity of said time accounts or must be replaced or
increased so that the market value thereof is always at least equal to the principal
amount of said time accounts;
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() Money market funds or similar funds whose only assets are investments of
the type described in paragraphs (a) through (e) above;

(g) Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (e) above, with banks or national banking
associations which are members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York, provided, that said
investments securing said repurchase agreements either must mature as nearly as
practicable coincident with the maturity of said repurchase agreements or must be
replaced or increased so that the market value thereof is always at ieast equal to the
principal amount of said repurchase agreements, and provided further that the holder of
such repurchase agreement shall have a prior perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such collateral; and such
collatera]l must be free of all claims by third parties;

(h) The West Virginia “consolidated fund” managed by the West Virginia
Board of Treasury Investments pursuant to Chapter 12, Article 6C of the West Virginia
Code of 1931, as amended; and

(i) Obligations of states or political subdivisions or agencies thereof, the
interest on which is exempt from federal income taxation, and which are rated at least
»A” by Moody’s Investors Service, Inc. or Standard & Poor’s Corporation.

“Record Date” means the day of the month which shall be so stated in the Series 2009 A
Bonds, regardless of whether such day is a Saturday, Sunday or legal holiday.

“Redemption Date” means the date fixed for redemption of any Bonds of the Issuer
called for redemption.

“Redemption Price” means the price at which any Bonds of the Issuer may be called for
redemption and includes the principal of and interest on such Bonds to be redeemed, plus the interest and
premium, if any, required to be paid to effect such redemption.

“Registrar” means the bank to be designated in the Supplemental Resolution as the
Registrar for the Series 2009 A Bonds, and any successor thereto appointed in accordance with Section
8.08 hereof.

“Regulations” means temporary and permanent reguiations promulgated under the Code,
and includes applicable regulations promulgated under the Internal Revenue Code of 1954.

“Renewal and Replacement Fund” means the Renewal and Replacement Fund created by
the Prior Resolutions and continued hereby.

“Reserve Accounts” means the respective Reserve Accounts established for the Series
2009 A Bonds and the Prior Bonds. ‘
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“Resolution” means this Resolution and all orders and resolutions supplemental hereto or
amendatory hereof.

“Revenue Fund” means the Revenue Fund created by the Prior Resolutions and continued
hereby.

“Secretary” means the Secretary of the Governing Body of the Issuer.

“Series 1996 A Bonds” means the Issuer’s Water Revenue Bonds, Series 1996 A (United
States Department of Agriculture), dated June 12, 1996, issued in the original aggregate principal amount
of $240,000. ‘

“Qeries 1996 B Bonds” means the Issuer’s Water Refunding Revenue Bonds, Series 1996
B (United States Department of Agriculture), dated June 12, 1996, issued in the original aggregate
principal amount of $70,000.

“Series 1998 B Bonds” means the Issuer’s Water Revenue Bonds, Series 1998 B (West
Virginia Infrastructure Fund), dated September 24, 1998, issued in the original aggregate principal
amount of $890,000.

“Series 2001 Bonds” means the Issuer’s Water Revenue Bonds, Series 2001 (Biuefield
Area Extension Project), dated October 18, 2001, issued in the original aggregate principal amount of
$2,240,000.

“Series 2005 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2005 A (West
Virginia Infrastructure Fund), dated December 8, 2005, issued in the original aggregate principal amount
of $5,085,825.

“Series 2007 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2007 A (West
Virginia Infrastructure Fund), dated April 24, 2007, issued in the original aggregate principal amount of
$1,014,000.

“Series 2009 A Bonds” means the Water Revenue Bonds, Series 2009 A (Bank
Qualified), of the Issuer, originally authorized to be issued pursuant to this Resolution.

“Series 2009 A Bonds Construction Fund” means the Series 2009 A Bonds Construction
Fund created by Section 4.02 hereof.

“Series 2009 A Bonds Redemption Account” means the Series 2009 A Bonds
Redemption Account created by Section 4.02 hereof.

“Qaries 2009 A Bonds Reserve Account” means the Series 2009 A Bonds Reserve
Account created by Section 4.02 hereof,
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“Series 2009 A Bonds Reserve Requirement” means, as of any date of calculation, the
lesser of (i) 10% of the original stated principal amount of the Series 2009 A Bonds; (ii) the maximum
amount of principal and interest which will become due on the Series 2009 A Bonds in any year; or (iii)
125% of the average amount of principal and interest which will become due on the Series 2009 A Bonds.

“Series 2009 A Bonds Sinking Fund” means the Series 2009 A Bonds Sinking Fund
created by Section 4.02 hereof.

“Sinking Funds” means, coilectively, the respective Sinking Funds established for the
Series 2009 A Bonds and the Prior Bonds.

“State” means the State of West Virginia.

“Supplemental Resolution” means any resolution amendatory hereof or supplemental
hereto and, when preceded by the article “the,” refers specificaily to the Supplemental Resolution to be
adopted by the Issuer following adoption of this Resolution, setting forth the final amounts, maturities,
interest rates and other terms of the Series 2009 A Bonds and authorizing the sale of the Series 2009 A
Bonds to the Original Purchaser and setting forth provisions specific to the Bond Tnsurer, if any;
provided, that any provision intended to be included in the Supplemental Resolution and not so included
may be contained in any other Supplemental Resolution.

“Surplus Revenues” means the Net Revenues not required by this Resolution to be set
aside and held for the payment of or security for the Bonds or any other obligations of the Issuer,
including, without limitation, the Renewal and Replacement Fund, the Sinking Funds and the Reserve
Accounts.

“System” means the complete public waterworks system of the Issuer, as presently
existing in its entirety or any integral part thereof, and all waterworks facilities owned by the Issuer and
all facilities and other property of every nature, real or personal, now or hereafter owned, held or used in
connection with the waterworks system, and shall include any additions, improvements and extensions
thereto hereafter constructed or acquired for the System from any sources whatsoever.

“Term Bonds” means Bonds subject to mandatory sinking fund redemption, as described
by Section 3.06 hereof.

Words importing singular number shall include the plural number in each case and vice
versa; words importing persons shall include firms and corporations and vice versa; and words importing
the masculine gender shall include the feminine and neuter genders and vice versa; and any requirement
for execution or attestation of the Bond or any certificate or other document by the Chairman or the
Secretary shall mean that such Bond, certificate or other document may be executed or attested by an
Acting Chairman or Acting Secretary.

Additional terms and phrases are defined in this Resolution as they are used. Accounting

terms not specifically defined herein shall be given meaning in accordance with generally accepted
accounting principles.
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The terms “herein,” “hereunder,” “hereby,” “hereto,” “hereof” and any similar terms
refer to this Resolution; and the term “hereafter” means after the date of adoption of this Resolution.

Articles, sections and subsections mentioned by number only are the respective articles,
sections and subsections of this Resolution so numbsred.

Section 1.02.  Authority for this Resolution. This Resolution is adopted pursuant to the
provisions of the Act and other applicable provisions of law.

Section 1.03.  Findings. The Governing Body hereby finds and determines as follows:

_ A. The Issuer is a public corporation and public service district of the State of West
Virginia in Braxton County of said State.

B. The Issuer presently owns and operates a public waterworks treatment and
distribution system. However, it is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer that there be acquired and constructed certain additions, betterments and
improvements to the System, consisting improvements and modifications to upgrade the waterworks
treatment and distribution system, increase capacity from 0.75 million gallons per day (MGD) to 1.5
MGD, upgrading the flocculation and sedimentation processes, providing a new filtration system,
providing new chemical feed systems, constructing additional clearwell storage, constructing a new
operations building and construction of new solids collection and pumping facilities (collectively, the
“Project”) (the existing public waterworks facilities of the Issuer, the Project and any further
improvements or extensions thereto are herein called the “System”), in accordance with the plans and
specifications prepared by the Consulting Engineers, which plans and specifications have heretofore been
filed with the Issuer.

C. It is deemed necessary for the Issuer to issue its Water Revenue Bonds, Series 2009
A (Bank Qualified), in the total aggregate principal amount of not more than $2,300,000 to permanently
finance a portion of the costs of acquisition and construction of the Project. Said costs shall be deemed to
include the cost of all property rights, easements and franchises deemed necessary or convenient therefor;
interest, if any, upon the Series 2009 A Bonds prior to and during acquisition or construction and for a
period not exceeding 6 months after completion of acquisition and construction of the Project; amounts
which may be deposited in the Series 2009 A Bonds Reserve Account; underwriter’s discount,
engineering and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility or
practicability of the enterprise; administrative expense; commitment fees; premiums for municipal bond
insurance, reserve account insurance or reserve account surety bonds; letter of credit fees; discount; initial
fees for the services of registrars, paying agents, depositories or trustees or other costs in connection with
the sale of the Series 2009 A Bonds and such other expenses as may be necessary or incidental to the
financing herein authorized; the acquisition and construction of the Project and the placing of same in
operation; and the performance of the things herein required or permitted, in connection with any thereof,
provided, that reimbursement to the Issuer for any amounts expended by it for allowable costs prior to the
issuance of the Series 2009 A Bonds or the repayment of indebtedness incurred by the Issuer for such
purposes shall be deemed Costs of the Project, as hereinafter defined.
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D. The period of usefulness of the System after completion of the Project is not less
than 40 years.

E. It is in the best interests of the Issuer that the Series 2009 A Bonds be sold to the
Original Purchaser pursuant to the terms and provisions of a bond purchase agreement or bond purchase
agreements to be entered into by and between the Issuer and the Original Purchaser, as shall be approved
by supplemental resolution of the Issuer.

- F. The Series 2009 A Bonds shall be issued on a parity with one another and the Prior
Bonds with respect to liens, pledge and source of and security for. payment and in all other respects. The
Issuer has met the coverage requirements for issuance of parity bonds set forth in the Prior Bonds and the
resolutions authorizing the Prior Bonds and has substantially complied with all other parity requirerients,
except to the extent that noncompliance with any such other parity requirements is not of a material
nature. Prior to the issuance of the Series 2009 A Bonds, the Issuer will obtain (i) the certificate of an
Independent Certified Public Accountant stating that the coverage and parity tests of the Prior Bonds have
been met; and (ii) where necessary, the written consent of the Holders of the Prior Bonds to the issuance
of the Series 2009 A Bonds on a parity with the Prior Bonds. Other than the Prior Bonds, there are no
outstanding bonds or obligations of the Issuer which are secured by revenues or assets of the System. The
Tssuer is in compliance with the covenants of the Prior Bonds and the Prior Resolutions.

G. The Series 2009 A Bonds and the Certificate of Authentication and Registration to
be endorsed thereon are to be in substantially the form set forth in EXHIBIT A - Series 2009 A BOND
FORM attached hereto and incorporated herein by reference, with necessary and appropriate variations,
omissions and insertions as permitted or required by this Resolution or a Supplemental Resolution or as
deemed necessary by the Registrar or the Issuer.

H. All things necessary to make the Series 2009 A Bonds, when authenticated by the
Registrar and issued as in this Resolution provided, the valid, binding and legal special obligations of the
Issuer according to the import thereof, and to validly pledge and assign those funds pledged hereby to the
payment of the principal of and interest on the Series 2009 A Bonds, will be timely done and duly
performed.

I The adoption of this Resolution, and the execution and issuance of the Series 2009
A Bonds, subject to the terms thereof, will not result in any breach of, or constitute a defauit under, any
instrument to which the Issuer is a party or by which it may be bound or affected.

Section 1.04. Resolution Constitutes Contract. In consideration of the acceptance of
the Series 2009 A Bonds by those who shall own or hold the same from time to time, this Resolution shall
be deemed to be and shall constitute a contract between the Issuer and such Bondholders, and the
covenants and agreements herein set forth to be performed by the Issuer shall be for the equal benefit,
protection and security of such Bondholders of any and all of such Series 2009 A Bonds, all of which
shall be of equal rank and without preference, priority or distinction between any one Bond and any other
Bond, by reason of priority of issuance or otherwise, except as expressly provided therein and herein.
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ARTICLE 11

ACQUISITION AND CONSTRUCTION OF PROJECT

Section 2.01. Authorization of Acqguisition_and Construction of Project. There is
hereby authorized and ordered the acquisition and construction of the Project at an estimated cost of not
more than $2,300,000. The proceeds of the Series 2009 A Bonds hereby authorized shall be applied as
provided herein.

ARTICLE II

THE BONDS

Section 3.01. Form and Payment of Bonds. No Bond shall be issued pursuant to this
Resolution except as provided in this Article III. Any Bonds issued pursuant to this Resolution after the
issuance of the Series 2009 A Bonds, as hereinafter provided, may be issued only as fully registered
Bonds without coupons, in the denomination of $5,000 or any integral multiple thereof for any year of
maturity. All Bonds shall be dated as of the date provided in a Supplemental Resolution. The Series
2009 A Bonds shali bear interest from the interest payment date next preceding the date of authentication
or, if authenticated after the Record Date but prior to the applicable interest payment date or on such
interest payment date, from such interest payment date or, if no interest on such Series 2009 A Bonds has
been paid, from the date thereof; provided however, that, if, as shown by the records of the Registrar,
interest on such Series 2009 A Bonds shall be in default, Bonds issued in exchange for Series 2009 A
Bonds surrendered for transfer or exchange shall bear interest from the date to which interest has been
paid in full on the initial Serjes 2009 A Bonds surrendered. '

The principal of and the premium, if any, on the Series 2009 A Bonds shall be payable in
any coin or currency which, on the respective date of such payment, is legal tender for the payment of
public and private debts under the laws of the United States of America upon surrender at the principal
office of the Paying Agent. Interest on the Series 2009 A Bonds shall be paid by check or draft made
payable and mailed to the Holder thereof at his address as it appears in the Bond Register at the close of
business on the Record Date, ot, if requested, in the case of a Registered Owner of $500,000 or more of
the Series 2009 A Bonds, by wire transfer to a domestic bank account specified in writing at least 5 days
prior to such interest payment date by such Registered Owner.

In the event any Series 2009 A Bond is redeemed in part, such bond shall be surrendered
to and canceled by the Registrar, and the Issuer shall execute, and the Registrar shall authenticate and
deliver to the Holder thereof, another Bond in the principal amount of said Series 2009 A Bond then
Outstanding.

Section 3.02. Execution of Bonds. The Series 2009 A Bonds shall be executed in the

name of the Issuer by the Chairman, by his or her manual or facsimile signature, and the seal of the Issuer
shall be affixed thereto or imprinted thereon and attested by the Secretary by his or her manual or
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facsimile signature; provided, that, all such signatures and the seal may be by facsimile. In case any one
or more of the officers who shall have signed or sealed any of the Series 2009 A Bonds shall cease to be
such officer of the Issuer before the Series 2009 A Bonds so signed and sealed have been actually sold
and delivered, such Series 2009 A Bonds may nevertheless be sold and delivered as herein provided and
may be issued as if the person who signed or sealed such Series 2009 A Bonds had not ceased to hold
such office. Any Series 2009 A Bonds may be signed and sealed on behalf of the Issuer by such person
as at the actual time of the execution of such Series 2009 A Bonds shall hold the proper office in the
Issuer, although at the date of such Series 2009 A Bonds such person may not have held such office or
may not have been so authorized.

‘ Section 3.03. Authentication and Registration.. No Series 2009 A Bond shall be
valid or obligatory for any purpose or entitled to any security ot benefit under this Resolution unless and
until the Certificate of Authentication and Registration on such Series 2009 A Bond, substantially in the
form set forth in EXHIBIT A - Series 2009 A BOND FORM attached hereto and incorporated herein by
reference, shall have been duly manually executed by the Registrar. Amy such manually execuied
Certificate of Authentication and Registration upon any such Serjes 2009 A Bond shall be conclusive
evidence that such Bond has been authenticated, registered and delivered under this Resolution. The
Certificate of Authentication and Registration on any Series 2009 A Bond shall be deemed to have been
executed by the Registrar if signed by an authorized officer of the Registrar, but it shall not be necessary
that the same officer sign the Certificate of Authentication and Registration on all of the Series 2009 A
Bonds issued hereunder.

Section 3.04. Negotiability and Registration. Subject to the requirements for transfer
set forth below, the Series 2009 A Bonds shall be, and have all of the qualities and incidents of,
negotiable instruments under the Uniform Commercial Code of the State, and each successive Holder, in
accepting any of said Series 2009 A Bonds, shall be conclusively deemed to have agreed that such Series
7009 A Bonds shall be and have all of the qualities and incidents of negotiable instruments under the
Uniform Commercial Code of the State, and each successive Holder shall further be conclusively deemed
to have agreed that said Series 2009 A Bonds shall be incontestable in the hands of a bona fide holder for
value.

So long as any of the Series 2009 A Bonds remain Outstanding, the Registrar shall keep
and maintain books for the registration and transfer of the Series 2009 A Bonds. Series 2009 A Bonds
shall be transferable only by transfer of registration upon the Bond Register by the registered owner
thereof in person or by his attorney or legal representative duly authorized in writing, wupon surrender
thereof, together with a written instrument of transfer satisfactory fo the Registrar duly executed by the
registered owner or such duly authorized attorney or legal representative. Upon transfer of a Series 2009
A Bond, there shall be issued at the option of the Holder or the transferee another Series 2009 A Bond of
the aggregate principal amount equal to the unpaid amount of the transferred Bond and of the same series,
interest rate and maturity of said transferred Series 2009 A Bond.

Upon surrender thereof at the office of the Registrar with a written instrument of transfer
satisfactory to the Registrar and duly executed by the registered owner or his attorney or legal
representative duly authorized in writing, Seties 2009 A Bonds may at the option of the Holder thereof be
exchanged for an equal aggregate principal amount of Series 2009 A Bonds of the same series, maturity
and interest rate, in any authorized denominations.
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In all cases in which the privilege of transferring or exchanging a Series 2009 A Bond is
exercised, Bonds shall be delivered in accordance with the provisions of this Resolution. All Series 2009
A Bonds surrendered in any such transfer or exchange shall forthwith be canceled by the Registrar.
Transfers of Series 2009 A Bonds, the initial exchange of Series 2009 A Bonds and exchanges of Series
2009 A Bonds in the event of partial redemption of fully registered Series 2009 A Bonds shall be made by
the Registrar without charge to the Holder or the transferee thereof, except as provided below. For other
exchanges of Series 2009 A Bonds, the Registrar may impose a service charge. For every such transfer or
exchange of bonds, the Registrar may make a charge sufficient to reimburse its office for any tax or other
governmental charge required to be paid with respect to such transfer or exchange, and such tax or
governmental charge, and such service charge for exchange other than the initial exchange or in the event
of partial redemption, shall be paid by the person requesting such transfer or exchange as a condition
precedent to the exercise of the privilege of making such transfer or exchange. The Registrar shall not be
obliged to make any such transfer or exchange of Series 2009 A Bonds that have been called for
redemption.

Section 3.05. Bonds Mutilated, Destroved, Stolen or Lost. In case any Series 2009 A
Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may execute, in its discretion, and
the Registrar shail authenticate, register and deliver any new Series 2009 A Bond of like series, maturity
and principal amount as the Series 2009 A Bond, so mutilated, destroyed, stolen or lost, in exchange and
upon surrender and cancellation of, such mutiiated Bond, or in lieu of and substitution for the Series 2009
A Bond destroyed, stolen or ost, and upon the Holder’s furnishing the Issuer and the Registrar proof of
his ownership thereof and that said Series 2009 A Bond has been destroyed, stolen or lost and satisfactory
indemnity and complying with such other reasonable regulations and conditions as the Issuer or the
Registrar may prescribe and paying such expenses as the Issuer or the Registrar may incur. The name of
the Bondholder listed in the Bond Register shall constitute proof of ownership. All Series 2009 A Bonds
so surtendered shall be submitted to and canceled by the Registrar, and evidence of such cancellation
shall be given to the Issuer. If such Series 2009 A Bond shall have matured or be about to mature, instead
of issuing a substitute Bond, the Issuer, by and through the Registrar, may pay the same, upon being
indemnified as aforesaid, and, if such Series 2009 A Bond be lost, stolen or destroyed, without surrender
therefor.

Any such duplicate Series 2009 A Bonds issued pursuant to this section shall constitute
original, additional contractual obligations on the part of the Issuer, whether or not the lost, stolen or
destroyed Series 2009 A Bonds be at any time found by any one, and such duplicate Series 2009 A Bonds
shall be entitled to equal and proportionate benefits and rights as to lien and source of and security for
payment from the Revenues pledged herein with all other Bonds issued hereunder.

Section 3.06. Term Bonds. In the event Term Bonds are issued pursuant to this
Resolution, the following provisions shall apply:

A. The amounts to be deposited, apportioned and set apart by the Issuer from the
Revenue Fund and into the Series 2009 A Bonds Redemption Account in accordance with Subsection
4.03A(2) shall include (after credit as provided below) on the first of each month, beginning on the first
day of that month which is 12 months prior to the first mandatory Redemption Date of said Term Bonds,
a sum equal to 1/12th of the amount required to redeem the principal amount of such Term Bonds which
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are to be redeemed as of the next ensuing mandatory Redemption Date, which amounts and dates, if any,
with respect to the Series 2009 A Bonds shall be set forth in the Supplemental Resolution relating thereto.

B. At its option, to be exercised on or before the 60th day next preceding any such
mandatory Redemption Date, the Issuer may (a) deliver to the Registrar for cancellation such Term Bonds
in any aggregate principal amount desired or (b) receive a credit in respect of its mandatory redemption .
obligation for any such Term Bonds which prior to said date have been redeemed (otherwise than
pursuant to this section) and canceled by the Registrar and not theretofore applied as a credit against any
such mandatory redemption obligation. Each Term Bond so delivered or previously redeemed shall be
credited by the Registrar at 100% of the principal amount thereof against the obligation of the Issuer on
such mandatory Redemption Date, and Term Bonds delivered in excess of such mandatory redemption
obligation shall be credited against future snandatory redemption obligations i the order directed by the
Issuer, and the principal amount of such Term Bonds to be redeemed pursuant to mandatory sinking fund
redemption shall be accordingly reduced.

C. The Issuer shall on or before the 60th day next preceding each mandatory
Redemption Date furnish the Registrar and the Bond Commission with its certificate indicating whether
and to what extent the provisions of (a) and (b) of the preceding paragraph are to be utilized with respect
to such mandatory redemption payment and stating, in the case of the credit provided for in (b) of the
preceding paragraph, that such credit has not theretofore been applied against any mandatory redemption
obligation.

D. After said 60th day but prior to the date on which the Registrar selects the Term
Bonds to be redeemed, the Bond Commission may use the monies in the Series 2009 A Bonds
Redemption Account to purchase Term Bonds at a price less than the par value thereof and accrued
interest thereon. The Bond Commission shall advise the Issuer and the Registrar of any Term Bonds so
purchased, and they shall be credited by the Registrar at 100% of the principal amount thereof against the
obligation of the Issuer on such mandatory Redemption Date, and any excess shall be credited against
future mandatory redemption obligations in the order directed by the Issuer, and the principal amount of
such Term Bonds to be redeemed pursuant to mandatory sinking fund redemption shall be accordingly
reduced.

E. The Registrar shall call for redemption, in the manner provided herein, an aggregate
principal amount of such Term Bonds, at the principal amount thereof plus interest accrued to the
Redemption Date (interest to be paid from the Series 2009 A Bonds Sinking Fund, as will exhaust as
nearly as practicable such Series 2009 A Bonds Redemption Account payment designated to be made in
accordance with paragraph (A) of this section. Such redemption shall be by random selection made on
the 45th day preceding the mandatory Redemption Date, in such manner as may be determined by the
Registrar. For purposes of this section, “Term Bonds™ shall include any portion of a fully registered Term
Bond, in integrals of $5,000.
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Section 3.07.  Notice of Redemption. Unless waived by any Holder of the Series 2009
A Bonds to be redeemed, official notice of any redemption shall be given by the Registrar on behalf of the
Issuer by mailing a copy of an official redemption notice by registered or certified mail at least 30 days
and not more than 60 days prior to the date fixed for redemption to the Bond Insurer, if any the Original
Purchaser and the registered owner of the Series 2009 A Bond or Bonds to be redeemed at the address
shown on the Bond Register or at such other address as is furnished in writing by such registered owner to
the Bond Registrar.

So long as DTC (as CEDE & CO.) is the registered Owner of the Series 2009 A Bonds,
the Registrar shall send all notices of redemption to DTC and shall verify that DTC has received notice.
Copies of all redemption notices relating to optional redemption of the Series 2009 A Bonds shall also be
sent to registered securities depositories.

All official notices of redemption shall be dated and shall state:
(1) The Redemption Date;
{(2) The Redemption Price;

(3) If less than all outstanding Series 2009 A Bonds are to be redeemed, the
identification (and, in the case of partial redemption, the respective principal amounts) of the Series 2009
A Bonds, as appropriate, to be redeemed;

(4) That on the Redemption Date the Redemption Price and mterest accrued will become
due and payable upon each such Series 2009 A Bond or portion thereof called for redemption, and that
interest thereon shall cease to accrue from and after said date;

(5) The place where such Series 2009 A Bonds are to be surrendered for payment of the
Redemption Price, which place of payment shall be the principal office of the Registrar; and

(6) Such other information, if any, as shall be required for DTC-eligible Series 2009 A
Bonds.

If funds sufficient to redeem all Series 2009 A Bonds called for optional redemption have
not been deposited with the Paying Agent at the time of mailing any notice of optional redemption, such
notice shall also state that such optional redemption is subject to the deposit of such monies with the
Paying Agent on or before the Redemption Date. If such monies are not so deposited, the Registrar shall
notify all holders of Series 2009 A Bonds called for redemption of such fact.

Official notice of redemption having been given as aforesaid, the Series 2009 A Bonds or
portions of Series 2009 A Bonds so to be redeemed shall, on the Redemption Date, become due and
payable at the Redemption Price therein specified, and from and after such date (unless the Issuer shall
default in the payment of the Redemption Price) such Series 2009 A Bonds or portions of Series 2009 A
Bonds shall cease to bear interest. Upon surrender of such Series 2009 A Bonds for redemption in
accordance with said notice, such Series 2009 A Bonds shall be paid by the Registrar at the Redeniption
Price. Installments of interest due on or prior to the Redemption Date shall be payable as herein provided

CH4966530.2



for payment of interest. Upon surrender for any partial redemption of any Series 2009 A Bond, there
shall be prepared for the registered owner a new Rond or Bonds of the same maturity in the amount of the
unredeemed principal of such Series 2009 A Bond. All Series 2009 A Bonds which have been redeemed
shall be canceled and destroyed by the Bond Registrar and shall not be reissued.

Failure to receive such notice or any defect therein or in the mailing thereof shall not
affect the validity of proceedings for the redemption of Series 2009 A Bonds, and failure to mail or
otherwise send such notice shall not affect the validity of proceedings for the redemption of any portion
of Series 2009 A Bonds for which there was no such failure.

Section 3.08.  Persons Treated as Owners. The Issuer, the Registrar and any agent of
the Issuer or the Registrar may treat the person in whose name any Series 2009 A Bond is registered as
the owner of such Bond for the purpose of receiving payment of the principal of, and interest on, such
Bond and for all other purposes, whether or not such Bond is overdue.

Section 3.09. Temporary Bonds. Until Bonds of any series in definitive form are ready
for delivery, the Issuer may execute and the Registrar shall authenticate, register, if applicable, and
deliver, subject to the same provisions, limitations and conditions set forth in this Articie I, one or more
printed, lithographed or typewritten Bonds in temporary form, substantially in the form of the definitive
Bonds of such series, with appropriate omissions, variations and insertions, and in authorized
denominations. Until exchanged for Bonds in definitive form, such Bonds in temporary form shall be
entitled to the lien and benefit created under this Resolution. Upon the presentation and surrender of any
Bond or Bonds in temporary form, the Issuer shall, without unreasonable delay, prepare, execute and
deliver to the Registrar, and the Registrar shall authenticate, register, if applicable, and deliver, in
exchange therefor, a Bond or Bonds in definitive form. Such exchange shall be made by the Registrar
without making any charge therefor to the Holder of such Bond in temporary form.

Section 3.10.  Authorization of Bonds. For the purposes of paying costs of acquisition
and construction of the Project, funding the Series 2009 A Bonds Reserve Account, paying capitalized
interest on the Series 2009 A Bonds and paying costs in connection therewith, there shall be issued the
Series 2009 A Bonds of the Issuer, in an aggregate principal amount of not more than $2,300,000. The
Series 2009 A shall be designated “Water Revenue Bonds, Series 2009 A (Bank Qualified)” and shall be
issued in fully registered form, in the denomination of $5,000 or any integral multiple thereof for any year
of maturity, not exceeding the aggregate principal amount of Series 2009 A Bonds maturing in the year of
maturity for which the denomination is to be specified. The Series 2009 A Bonds shall be numbered from
R-1 consecutively upward, The Series 2009 A Bonds shall be dated; shall be in such aggregate principal
amount; shall bear interest at such rate or rates, not exceeding the then legally permissible rate, payable
semiannually on such dates; shall mature on such dates and in such amounts; shall be subject to such
mandatory and optional redemption provisions; and shall have such other terms, all as the Issuer shall
prescribe herein and in the Supplemental Resolution.
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Section 3.11.  Book Entry System for Bonds. A. The Series 2009 A Bonds shall each
initially be issued in the form of one fully-registered bond for the aggregate principal amount of the Series
2009 A Bonds, respectively, of each maturity, registered in the name of CEDE & CO., as nominee of
DTC. Except as provided in paragraph E below, all of the Series 2009 A Bonds shall be registered in the
registration books kept by the Registrar in the name of CEDE & CO., as nominee of DTC; provided that
if DTC shall request that the Series 2009 A Bonds be registered in the name of a different nominee, the
Registrar shall exchange all or any portion of the Series 2009 A Bonds registered in the name of such
nominee or nominees. No person other than DTC or its nominee shall be entitled to receive from the
Issuer or the Registrar either a Series 2009 A Bond, or any other evidence of ownership of the Series 2009
A Bonds, or any right to receive any payment in respect thereof unless DTC or its nominee shall transfer
record ownership of all or any portion of the Series 2009 A Bonds on the registration books maintained
by the Registrar, in connection with discontinuing the book entry system as provided in paragraph E
below.

B. At or prior to settlement for the Series 2009 A Bonds, the Issuer and the Registrar
shall execute or signify their approval of a representation letter addressed to DTC in a form satisfactory to
DTC (the “Representation Letter”). Any successor Registrar shall, in its written acceptance of its duties
under this Resolution, agree to take amy actions necessary from time to time to comply with the
requirements of the Representation Letter.

C. So long as the Series 2009 A Bonds or any portion thereof are registered in the name
of DTC or any nominee thereof, all payments of the principal or Redemption Price of or interest on such
Series 2009 A Bonds shall be made to DTC or its nominee at the addresses set forth in the Representation
Letter in New York Clearing House or equivalent next day funds on the dates provided for such payments
to be made to any Bondholder under this Resolution. Each such payment to DTC or its nominee shali be
valid and effective to fully discharge all liability of the Issuer and the Registrar with respect to the
principal or Redemption Price of or interest on the Series 2009 A Bonds to the extent of the sum or sums
so paid. In the event of the redemption of less than all of the Series 2009 A Bonds Outstanding of any
maturity, the Registrar shall not require surrender by DTC of the Series 2009 A Bonds so redeemed, but
DTC may return such Series 2009 A Bonds and make an appropriate notation on the Series 2009 A Bonds
certificate as to the amount of such partial redemption; provided that DTC shall deliver to the Registrar,
upon request, a written confirmation of such partial redemption. The records maintained by the Registrar
shall be conclusive as to the amount of the Series 2009 A Bonds of such maturity which have been
redeemed.

D. The Issuer, the Paying Agent and the Registrar may treat DTC as the sole and
exclusive owner of the Series 2009 A Bonds registered in its name or the name of its nominee for the
purposes of payment of the principal or Redemption Price of or interest on the Series 2009 A Bonds,
selecting the Series 2009 A Bonds, or portions thereof, to be redeemed, giving any notice permitted or
required to be given to Bondholders under this Resolution, registering the transfer of Series 2009 A
Bonds, obtaining any consent or other action to be taken by Bondholders and for all other purposes
whatsoever; and neither the Issuer nor the Registrar shall be affected by any notice to the contrary.
Neither the Issuer nor the Registrar shall have any responsibility or obligation to any direct or indirect
participant in DTC, any person claiming a beneficial ownership interest in the Series 2009 A Bonds under
ot through DTC or any such participant, or any other person which is not shown on the registration books
of the Registrar as being a Bondholder with respect to (i) the Series 2009 A Bonds, (ii) the accuracy of
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any records maintained by DTC or any such participant, (iii) the payment by DTC or any such participant
of any amount in respect of the principal or Redemption Price of or interest on the Series 2009 A Bonds,
(iv) any notice which is permitted or required to be given to Bondholders under this Resolution, (v) the
selection by DTC or any such participant of any person to receive payment in the event of a partial
redemption of the Series 2009 A Bonds, or (vi) any consent given or other action taken by DTC as
Bondholder.

E. The book entry system for registration of the ownership of the Series 2009 A Bonds
may be discontinued at any time if either: (i) DTC determines to resign as securities depository for the
Series 2009 A Bonds; or (ii) the Issuer determines that continuation of the system of book entry transfers
through DTC (or through a successor securities depository) is not in the best interest of the beneficial
owners of the Series 2009 A Bonds. In either of such events (unless in the case described in clause (it)
above, the [ssuer appoints a successor securities depository), the Series 2009 A Bonds shall be delivered
in registered certificate form to such persons, and in such maturities and principal amounts, as may be
designated by DTC, but without any liability on the part of the Issuer or the Registrar for the accuracy of
such designation. Whenever DTC requests the Issuer and the Registrar to do so, the Issuer and the
Registrar shall cooperate with DTC in taking appropriate action after reasonable notice to arrange for
another securities depository to maintain custody of certificates gvidencing the Series 2009 A Bonds.

Section 3.12. Delivery of Bonds. The Issuer shall execute and deliver the Series 2009
A Bonds to the Registrar, and the Registrar shall authenticate, register and deliver the Series 2009 A
Bonds fo the Original Purchaser upon receipt of the documents set forth below:

(1) A list of the names in which the Series 2009 A Bonds are to be registered upon
original issuance, together with such taxpayer identification and other information as the Registrar
may reasonably require;

(2) A request and authorization to the Registrar on behalf of the Issuer, signed by an
Authorized Officer, to authenticate and deliver the Series 2009 A Bonds to the Original Purchaser;

(3) Copies of this Resolution and the Supplemental Resolution certified by the Secretary;

(4) The unqualified approving opinion upon the Series 2009 A Bonds by Bond Counsel;
and

(5) A copy of such other documents, certifications and verifications as the Original
Purchaser may reasonably require.

Section 3.13. Form of Bonds. The definitive Series 2009 A Bonds shall be in
substantially the form set forth in EXHIBIT A - SERIES 2009 A BOND FORM attached hereto and
incorporated herein by reference, with such necessary and appropriate omissions, insertions and variations
as are approved by those officers executing such Series 2009 A Bonds on behalf of the Issuer and
execution thereof by such officers shall constitute conclusive evidence of such approval, and the
definitive Series 2000 A Bonds shall have the form of the opinion of Steptoe & Johnson PLLC, as Bond
Counsel, attached thereto or printed on the reverse thereof.
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Section 3.14.  Disposition of Proceeds of Bonds.

Upon the issuance and delivery of the Series 2009 A Bonds, the Issuer shall forthwith
deposit the proceeds thereof as follows:

1. All interest accrued on the Series 2009 A Bonds from the date thereof to the
date of delivery thereof shall be deposited in the Series 2009 A Bonds Sinking Fund and
applied to payment of interest on the Series 2009 A Bonds at the first interest payment
date. - -

2. An amount of the proceeds of the Series 2009 A Bonds equal to the Series
2009 A Bonds Reserve Requirement shall be remitted to the Bond Commission for
deposit in the Series 2009 A Bonds Reserve Account, provided that, to the extent the
Series 2009 A Bonds Reserve Requirement is satisfied in whole or in part from a reserve
account letter of credit, surety bond or other credit facility, proceeds of the Series 2000 A
Bonds shall be used to purchase said reserve account letter of credit, surety bond or other
credit facility and proceeds of the Series 2009 A Bonds shall be deposited in the Series
2009 A Bonds Reserve Account only to the extent needed to satisfy the balance of the
Series 2009 A Bonds Reserve Requirement.

3. An amount of the proceeds of the Series 2009 A Bonds which shall be
sufficient to pay the costs of issuance of the Series 2009 A Bonds shall be deposited with
the Depository Bank in the Costs of Issuance Fund and shall be drawn out, used and
applied by the Issuer solely to pay costs of issuance of the Series 2009 A Bonds. All
such costs of issuance shall be paid within 60 days of the Closing Date. Monies not to be
applied immediately to pay such costs of issuance may be invested in accordance with
this Resolution, subject however, to applicable yield restrictions as may be in effect under
the Code. If for any reason such proceeds, or any part thereof, are not necessary for, or
are not applied to such purpose within 6 months after the Closing Date, such unapplied
proceeds shall be transferred by the Issuer to the Series 2009 A Bonds Construction
Fund.

4. The balance of proceeds of the Series 2009 A Bonds, not used for any of the
purposes set forth above, shall be deposited in the Series 2009 A Bonds Construction
Fund and shall be drawn out, used and applied by the Issuer solely to pay the costs of
acquisition and construction of the Project and disbursed as provided in Section 3.15
hereof.
Section 3.15. Disbursements from the Series 2009 A Bonds Construction Fund.
Disbursements from the Series 2009 A Bonds Construction Fund, except for payment of Costs of
Issuance of the Series 2009 A Bonds in excess of the monies available in the Costs of Issuance Fund
which shall be made upon request of the Issuer, shall be made only for acquisition and construction of the
Project, including all necessary engineering and other professional services relating thereto. Pending such
application, monies in the Series 2009 A Bonds Construction Fund, including any accounts therein, shali
be invested and reinvested in Qualified Investments at the written direction of the Issuer.
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Section 3.16. Designation of Series 2009 A Bonds as “Qualified Tax-Exempt
Obligations.” The Issuer hereby designates the Series 2009 A Bonds as “gualified tax-exempt
obligations™ for purposes of Section 265(b)(3)(B) of the Code and covenants that the Series 2009 A
Bonds do not constifute private activity bonds as defined in Section 141 of the Code, and that not more
than $10,000,000 aggregate principal amount of obligations the interest on which .is excludable {under
Section 103(a) of the Code) from gross income for federal income tax purposes (excluding, however,
obligations issued to currently refund any obligation of the Issuer to the extent the amount of the
refunding obligation does not exceed the amount of the refunded obligation and private activity bonds, as
defined in Section 141 of the Code, other than qualified 501(c)(3) bonds as defined in Section 145 of the
Code), including the Series 2009 Bonds, have been or shall be issued by the Issuer, including all
subordinate entities of the Issuer, during the calendar year 2009, all as determined in accordance with the
Code.

ARTICLE IV

FUNDS AND ACCOUNTS; SYSTEM REVENUES
AND APPLICATION THEREOF

Section 4.01.  Establishment of Funds and Accounts with Depository Bank. Pursuant
to this Article IV, the following special funds or accounts are hereby created with (or continued if
previously established), and shall be held by, the Depository Bank, segregated and apart from all other
funds or accounts of the Depository Bank and the Issuer and from each other:

(1) Revenue Fund (established by the Prior Resolutions);

(2) Renewal and Replacement Fund (established by the Prior Resolutions);

(3) Series 2009 A Bonds Construction Fund;

(4) Series 2009 A Bonds Costs of Issuance Fund;

(5) Rebate Fund; and

(6) Cost of Issuance Fund.

Section 4.02.  Establishment of Funds and Accounts with Bond Commission. Pursuant
to this Article IV, the following special funds or accounts are hereby created (or continued if created by

Prior Resolution) with and shall be held by, the Bond Commission, separate and apart from all other
funds or accounts of the Bond Commission and the Issuer and from each other:

(1) Series 1996 A Bonds Reserve Account (established by the Prior Resolutions)

{2) Series 1996 B Bonds Reserve Account (established by the Prior Resolutions)
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(5)
(6)
(N
(8)
&)
(10)
(11)
(12)
(13)

(14)

Series 1998 B Bonds Sinking Fund (established by the Prior Resolutions)
Series 1998 B Bonds Reserve Account {established by the Prior Resolutions)
Series 2001 Bonds Sinking Fund (established by the Prior Resolutions)
Series 2001 Bond Reserve Account (established by the Prior Resolutions)
Series 2005 A Bonds Sinking Fund (established by the Prior Resolutions)
Series 2005 B Bonds Reserve Account (established by the Prior Resolutions)
Series 2005 B Bonds Sinking Fund (established by the Prior Resolutions)
Series 2007 A Bonds Sinking Fund (established by the Prior Resolutions),
Series 2007 A Bonds Reserve Account (established by the Prior Resolutions)
Series 2009 A Bonds Sinking Fund;

Within the Series 2009 A Bonds Sinking Fund, the Series 2009 A
Bonds Redemption Account; and

Series 2009 A Bonds Reserve Account.

Section 4.03.  System Revenues and Application Thereof. So long as any of the Bonds

shall be Outstanding and unpaid, the Issuer covenants as follows:

A. The entire Gross Revenues derived from the operation of the System shall be
deposited upon receipt by the Issuer in the Revenue Fund. The Revenue Fund shall constitute a trust fund
for the purposes provided in this Resolution and shall be kept separate and distinct from all other funds of
the Tssuer and the Depository Bank and used only for the purposes and in the manner herein provided.

(1) The Issuer shall first each month pay from the Revenue Fund the Operating
Expenses of the System.

(2) The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously remit to (i) the National Finance Office the amounts
required to pay interest on the Series 1996 A Bonds and Series 1996 B Bonds; (ii) to the
Commission the amounts required by the Prior Resolution to pay interest on the Series 1998
B Bonds and Series 2001 Bonds; and (iii) to the Commission commencing 6 months prior to
the first interest payment date on the Series 2009 A Bonds, for deposit in the Series 2009 A
Bonds Sinking Fund, a sum equal to 1/6th of the amount of interest which will become due
on the Series 2009 A Bonds on the next ensuing semiannual interest payment date; provided
that, in the event the period to elapse between the date of such initial deposit in the Series
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2009 A Bonds Sinking Fund and the next ensuing semiannual interest payment date is less
than or greater than 6 months, then such monthly payments shall be increased or decreased
. proportionately to provide, 1 month prior to the next ensuing serniannual interest payment
date, the required amount of interest coming due on such date; and provided further that, the
initial amount required to be transferred from the Revenue Fund and deposited in the Series
2009 A Bonds Sinking Fund shall be reduced by the amount of accrued interest on the
Series 2009 A Bonds deposited therein and subsequent amounts required to be transferred
from the Revenue Fund and deposited in the Series 2009 A Bonds Sinking Fund shall be
reduced by the amount of any earnings credited to the Series 2009 A Bonds Sinking Fund.

(3) The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously remit to (i) the National Finance Office the amounts
required by Prior Resolution to pay principal on the Series 1996 A Bonds and Series 1996 B
Bonds; (ii) to the Commission the amounts required by Prior Resolution to pay principal on
the Series 1998 B Bonds, Series 2001 Bonds, Series 2005 A Bonds and Series 2007 A
Bonds; and (iii) to the Commission commencing 12 months prior to the first principal
payment date or mandatory Redemption Date of the Series 2009 A Bonds, for deposit in the
Series 2000 A Bonds Sinking Fund, and in the Series 2009 A Bonds Redemption Account
sherein in the case of Term Bonds which are to be redeemed, a sum equal to 1/12th of the
amount of principal which will mature or be redeemed and become due on the Series 2009
A Bonds on the next ensuing principal payment date or mandatory Redemption Date,
provided that, in the event the period to elapse between the date of such initial deposit in the
Series 2009 A Bonds Sinking Fund and the next ensuing annual principal payment date or
mandatory Redemption Date is less than or greater than 12 months, then such monthly
payments shall be increased or decreased proportionately to provide, 1 month prior to the
next ensuing annual principal payment date or mandatory Redemption Date, the required
amount of principal coming due on such date, and provided further, that the amount of such
deposits shall be reduced by the amount of any earnings credited to the Series 2009 A
Bonds Sinking Fund and not previously credited pursuant to the preceding paragraph.

(4) The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously remit to the Commission (i) for deposit in the respective
Reserve Accounts, the amounts required under the Prior Resolutions to fund the respective
reserve requirements for the Prior Bonds; and (i) for deposit in the Series 2009 A Bonds
Reserve Account, an amount sufficient to remedy any decrease in value of the Series 2009
A Bonds Reserve Account below the Series 2009 A Bonds Reserve Requirement or any
withdrawal from the Series 2009 A Bonds Reserve Account, beginning with the first full
calendar month following the date on which (a) the valuation of investments in the Series
2009 A Bonds Reserve Account results in a determination that the amount of monies and
the value of the Qualified Investments deposited to the credit of the Series 2009 A Bonds
Reserve Account is less than the Series 2009 A Bonds Reserve Requirement, or (b) any
amount is withdrawn from the Series 2009 A Bonds Reserve Account for deposit into the
Series 2009 A Bonds Sinking Fund. To the extent Net Revenues and any other legally
available funds are available therefor, the amount so deposited shall be used to restore the
amount of monies on deposit in the Series 2009 A Bonds Reserve Account to an amount
equal to the Series 2009 A Bonds Reserve Requirement to the full extent that such Net
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Revenues are available; provided, that no payments shall be required to be made into the
Series 2009 A Bonds Reserve Account whenever and as long as the amount deposited
therein shall be equal to the Series 2009 A Bonds Reserve Requirement.

(5) The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and remit to the Depository Bank for deposit in the Renewal and
Replacement Fund, a sum equal to 2 1/2% of the Gross Revenues each month (as previously
set forth in the Prior Resolutions and not in addition thereto), exclusive of any payments for
account of any Reserve Account. All funds in the Renewal and Replacement Fund shall be
kept apart from all other funds of the Issuer or of the Depository Bank and shali be invested
and reinvested in accordance with Article V hereof. Withdrawals and disbursements may
be made from the Renewal and Replacement Fund for replacements, repairs, improvements
or extensions to the System; provided, that any deficiencies in any Reserve Account {except
to the extent such deficiency exists because the required payments into such account have
not, as of the date of determination of a deficiency, funded such account to the maximum
extent required hereof) shall be promptly eliminated with monies from the Renewal and
Replacement Fund.

Monies in the Series 2009 A Bonds Sinking Fund shall be used only for the purposes of
paying principal of and interest on the Series 2009 A Bonds as the same shall become due, whether by
maturity of redemption prior to maturity. Amounts in the Series 2009 A Bonds Reserve Account shall be
used only for the purpose of making payments of principal of and interest on the Series 2009 A Bonds
when due, when amounts in the Series 2009 A Bonds Sinking Fund are insufficient therefor and for no
other purpose.

The Issuer shall not be required to make any further payments into the Series 2009 A
Bonds Sinking Fund or the Serjes 2009 A Bonds Reserve Account when the aggregate amount of funds
therein are at least equal to the aggregate principal amount of Series 2009 A Bonds issued pursuant to this
Resolution then Outstanding, plus the amount of interest due or thereafter to become due on the Series
2009 A Bonds then Outstanding.

As and when additional Bonds ranking on a parity with the Series 2009 A Bonds are
issued, provision shall be made for additional payments into the respective sinking fund sufficient to pay
the interest on such additional parity Bonds and accomplish retirement thereof at or before maturity and to
accumulate a balance in the respective reserve account in an amount equal to the requirements therefor.

The payments into the Series 2009 A Bonds Sinking Fund shall be made on the first day
of each month, except that, when the first day of any month shall be a Saturday, Sunday or legal holiday,
then such payments shall be made on the next succeeding business day, and all such payments shall be
remitted to the Bond Commission with appropriate instructions as to the custody, use and application
thereof consistent with the provisions of this Resolution.

The Issuer shall restore any withdrawals from the Series 2009 A Bonds Reserve Account
which have the effect of reducing the assets therein below the Series 2009 A Bonds Reserve Requirement,
from the first Net Revenues available after all required payments have been made in full in the order set
forth above.
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Principal, interest or reserve payments, whether for a deficiency or otherwise, shall be
made on a parity and pro rata, with respect to the Prior Bonds and the Series 2009 A Bonds, in accordance
with the respective principal amounts then Outstanding.

The Bond Commission is hereby designated as the fiscal agent for the administration of
the Series 2009 A Bonds Sinking Fund and the Series 2009 A Bonds Reserve Account created hereunder,
and all amounts required for said accounts shall be remitted to the Bond Commission from the Revenue
Fund by the Issuer at the times provided herein.

‘ B. Whenever all of the required and provided transfers and payments from the Revenue
Fund into the sevefal special funds, as hereinbefore provided; are current and there remains in the
Revenue Fund a balance in excess of the estimated amounts required to be so transferred and paid into
such funds during the foliowing month or such other period as required by law, such excess shall be
considered Surplus Revenues. Surplus Revenues may be used for any lawful purpose of the System.

C. The Issuer shall remit from the Revenue Fund to the Bond Commission, the
Registrar, the Paying Agent or the Depository Bank, on such dates as the Bond Commission, the
Registrar, the Paying Agent or the Depository Bank, as the case may be, shall require, such additional
sums as shall be necessary to pay any charges and fees then due.

D. The monies in excess of the sum insured by the maximum amounts insured by FDIC
in all funds and accounts shall at all times be secured, to the full extent thereof in excess of such insured
sum, by Qualified Investments as shall be eligible as security for deposits of state and municipal funds
under the laws of the State.

E. If on any monthly payment date the Net Revenues are insufficient to place the
required amount in any of the funds and accounts as hereinabove provided, the deficiency shall be made
up in the subsequent payments in addition to the payments which would otherwise be required to be made
into the funds and accounts on the subsequent payment dates; provided, however, that the priority of
curing deficiencies in the funds and accounts herein shall be in the same order as payments are to be made
pursuant to this Section 4.03, and the Net Revenues shall be applied to such deficiencies before being
applied to any other payments hereunder.

F. All remittances made by the Issuer to the Bond Commission shall clearly identify the
fund or account into which each amount is to be deposited.

G. The Gross Revenues of the System shall only be used for purposes of the System.
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ARTICLE V

INVESTMENTS; NON-ARBITRAGE;
REBATES OF EXCESS INVESTMENT EARNINGS

Section 5.01. Investments. The Issuer shall invest and reinvest, and shall instruct the
Bond Commission and the Depository Bank to invest and reinvest, any monies held as a part of the funds
and accounts created by this Resolution in Qualified Investnents fo the fullest extent possible under
applicable laws, this Resolution, the need for such monies for the purposes set forth herein and the
specific restrictions and provisions set forth in this section.

Except as provided below, any investment shall be held in and at all times deemed a part
of the fund or account in which such monies were originally held, and the interest accruing thereon and
any profit or loss realized from such investment shall be credited or charged to the appropriate fund or
account. The Issuer shall sell and reduce to cash a sufficient amount of such investments whenever the
cash balance in any fund or account is insufficient to make the payments required from such fund or
account, regardless of the loss on such liquidation. The Issuer may make any and all investments
permitted by this section through the bond department of the Depository Bank. The Depository Bank
shall not be responsible for any losses from such investments, other than for its own negligence or willful
misconduct,

The following specific provisions shall apply with respect to any investments made under
this section:

(A) Qualified Investments acquired for the Series 2009 A Bonds Reserve Account
shall mature or be subject to retirement at the option of the holder within not more than 5
years from the date of such investment.

(B) The Issuer shall, or shall cause the Bond Commission to annually transfer
from the Series 2009 A Bonds Reserve Account, pro rata, to the Series 2009 A Bonds
Sinking Fund, any earnings on the monies deposited therein and any other funds in excess
of the requirement therefor; provided, however, that there shall at all times remain on
deposit in the Series 2009 A Bonds Reserve Account an amount at least equal to the Series
2009 A Bonds Reserve Requirement.

(C) In computing the amount in any fund or account, Qualified Investments shall
be valued at the lower of the cost or the market price, exclusive of accrued interest.
Valuation of all funds and accounts shall occur annually, except in the event of a withdrawal
from the Series 2009 A Bonds Reserve Account, whereupon such account shall be valued
immediately after such withdrawal. If amounts on deposit in the Series 2009 A Bonds
Reserve Account shall, at any time, be less than the Series 2009 A Bonds Reserve
Requirement, such deficiency shall be made up from the first available Net Revenues in the
order set forth in Section 4.03 hereof.
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(D) All amounts representing accrued and capitalized interest shall be held by the
Bond Commission, pledged solely to the payment of interest on the Series 2009 A Bonds
and invested only in Government Obligations maturing at such times and in such amounts
as are necessary to match the interest payments to which they are pledged.

(E) Notwithstanding the foregoing, all monies deposited in the Series 2009 A
Bonds Sinking Fund may be invested by the Bond Commission in the West Virginia
“consolidated fund” managed by the West Virginia Board of Treasury Investments pursuant
to Chapter 12, Article 6C of the West Virginia Code of 1931, as amended.

Section 5.02. Arbitrage. The Issuer covenants that (i) it will restrict the use of the .
proceeds of the Series 2009 A Bonds in such manner and to such extent as may be necessary, so that the
Series 2009 A Bonds will not constitute “arbitrage bonds” under Section 148 of the Code and Regulations
prescribed thereunder, and (ii) it will take all actions that may be required of it (including, without
implied limitation, the timely filing of a federal information return with respect to the Series 2009 A
Bonds) so that the interest on the Series 2009 A Bonds will be and remain excluded from gross income
for federal income tax purposes, and will not take any actions which would adversely affect such
exclusion. ‘

Section 5.03. Tax Certificate and Rebate. A. The Issuer shall deliver a certificate of
arbitrage, a tax certificate or other similar certificate to be prepared by nationally recognized bond counsel
or tax counsel relating to payment of arbitrage rebate and other tax matters as a condition to issuance of
the Series 2009 A Bonds. In addition, the Issuer covenants to comply with all Regulations from time to
time in effect and applicable to the Series 2009 A Bonds as may be necessary in order to fully comply
with Section 148(f) of the Code, and covenants to take such actions, and refrain from taking such actions,
as may be necessary to fully comply with such Section 148(f) of the Code and such Regulations,
regardless of whether such actions may be contrary to any of the provisions of this Resolution.

B. The Issuer shall calculate, annually, the rebatable arbitrage, determined in accordance
with Section 148(f) of the Code. Upon completion of each such annual calculation, the Issuer shall
deposit, or cause to be deposited, in the Rebate Fund such sums as are necessary to cause the aggregate
amount on deposit in the Rebate Fund to equal the sum determined to be subject to rebate to the United
States, which, notwithstanding anything herein to the contrary, shall be paid from investment earnings on
the underlying fund or account established hereunder and on which such rebatable arbitrage was earned or
from other lawfully available sources. Notwithstanding anything herein to the contrary, the Rebate Fund
shall be held free and clear of any len or pledge hereunder and used only for payment of rebatable
arbitrage to the United States. The Issuer shall pay, or cause to be paid, to the United States, from the
Rebate Fund, the rebatable arbitrage in accordance with Section 148(f) of the Code and such Regulations.
In the event that there are any amounts remaining in the Rebate Fund following all such payments
required by the preceding sentence, the Depository Bank shali pay said amounts to the Issuer to be used
for any lawful purpose of the System. The Issuer shall remit payments to the United States in the time
and at the address presctibed by the Regulations as the same may be from time to time in effect, with such
reports and statements as may be prescribed by such Regulations. In the event that, for any reason,
amounts in the Rebate Fund are insufficient to make the payments to the United States which are
required, the Issuer shall assure that such payments are made by the Issuer to the United States, on a
timely basis, from any funds lawfully available therefor. The Issuer at its expense, may provide for the
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employment of independent attorneys, accountants or consultants compensated on such reasonable basis
as the Issuer may deem appropriate in order to assure compliance with this Section 5.03. The Issuer shall
keep and retain, or cause to be kept and retained, records of the determinations made pursuant to this
Section 5.03 in accordance with the requirements of Section 148(f) of the Code and such Regulations. In
the event the Issuer fails to make such rebates as required, the Issuer shall pay any and all penalties and
the required amounts, from lawfully available sources, and obtain a waiver from the Internal Revenue
Service, if necessary, in order to maintain the exclusion of interest on the Series 2009 A Bonds from gross
income for federal income tax purposes.

Section 5.04. Continuing Disclosure Agreement. The Issuer shall deliver a continuing
disclosure agreement or certificate in form acceptable to the Original Purchaser sufficient to ensure
compliance with SEC Rule 15¢2-12, as it may be amended from time to time.

ARTICLE Vi

ADDITIONAL COVENANTS OF THE ISSUER

Section 6.01. Covenants Binding and Irrevocable. All the covenants, agreements and
provisions of this Resolution shall be and constitute valid and legally binding covenants of the Issuer and
shall be enforceable in any court of competent jurisdiction by any Holder or Holders of the Series 2009 A
Bonds, as prescribed by Article VII In addition to the other covenants, agreements and provisions of this
Resolution, the Issuer hereby covenants and agrees with the Holders of the Series 2009 A Bonds, as
hereinafter provided in this Article VI. All such covenants, agreements and provisions shall be
irrevocable, except as provided herein, as long as any of the Series 2009 A Bonds, or the interest thereon,
are QOutstanding and unpaid.

Section 6.02. Bonds not to be Indebtedness of the Issuer. The Series 2009 A Bonds
shall not be or constitute an indebtedness of the Issuer within the meaning of any of the provisions or
limitations of the constitution but shall be payable solely from the Net Revenues of the System, the
monies in the Series 2009 A Bonds Sinking Fund and all accounts therein, the unexpended proceeds of
the Series 2009 A Bonds or monies in the Series 2009 A Bonds Construction Fund, all as herein provided.
No Holder or Holders of the Series 2009 A Bonds issued hereunder shall ever have the right to compel
the exercise of the taxing power of the Issuer, if any, to pay the Series 2009 A Bonds, or the interest
thereon.
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Section 6.03. Bonds Secured by Pledge of Net Revenues. The payment of the debt
service of al} of the Series 2009 A Bonds issued hereunder shall be secured forthwith equally and ratably
with each other by a first lien on the Net Revenues derived from the System, on a parity with the lien on
the Net Revenues in favor of the Holders of the Prior Bonds. The Net Revenues derived from the System,
in an amount sufficient to pay the interest on and principal of the Prior Bonds and Series 2009 A Bonds
herein authorized, and to make the payments into the Series 2009 A Bonds Sinking Fund, the Series 2009
A Bonds Reserve Account, and all other payments provided for in this Resolution and Prior Resolutions,
are hereby irrevocably pledged in the manner provided in this Resolution to the payment of the interest on
and principal of the Series 2009 A Bonds herein authorized as the same become due and for the other
purposes provided in this Resolution.

Section 6.04. Rates. Equitable rates or charges for the use of and service rendered by
the System have been established all in the manner and form required by law, and copies of such rates and
charges so established will be continuously on file with the Secretary, which copies will be open to
inspection by all interested parties. The schedule of rates and charges shall at all times be adequate to
produce Gross Revenues from said System sufficient to pay Operating Expenses and to make the
prescribed payments into the funds created hereunder. Such schedule of rates and charges shall be
changed and readjusted whenever necessary so that the aggregate of the rates and charges will be
sufficient for such purposes. In order to assure full and continuous performance of this covenant, with a
margin for contingencies and temporary unanticipated reduction in income and revenues, the Issuer
hereby covenants and agrees that the schedule of rates or charges from time to time in effect shall be
sufficient, together with other revenues of the System (i) to provide for all Operating Expenses of the
System and (ii) to leave a balance each year equal to at least 115% of the maximum amount required in
any fiscal year for payment of principal of and interest on the Series 2009 A Bonds and all other
obligations secured by a lien on or payable from such revenues on a parity with or subordinate to the
Series 2009 A Bonds, including the Prior Bonds. In any event, subject to any requirements of law, the
Issuer shall not reduce the rates or charges for services set forth in the current rate order.

The Issuer shall require that each annual audit contain a statement of the auditor that the
Issuer either is or is not in compliance with rate covenant contained in this Section 6.04. In the event that
any audit contains a statement that the Issuer is not in compliance with the rate covenant contained in this
Section 6.04, the Issuer hereby covenants that it shali, within sixty (60) days of receiving the audit report,
file a request with the Public Service Commission of West Virginia for a rate increase sufficient to
comply with the above-mentioned rate requirement.

Section 6.05. Completion of Project; Operation apnd Maintenance. The Issuer will
complete the Project as promptly as possible. The Issuer will maintain the System in good condition and
will operate the same as a revenue-producing enterprise in an efficient and economical manner, making
such expenditures for equipment and for renewal, repair and replacement as may be proper for the
economical operation and maintenance thereof from the Revenues of said System in the manner provided
in this Resolution.

The Issuer will obtain all permits required by state and federal laws for the acquisition
and construction of the Project and all orders and approvals from the Public Service Commission of West
Virginia necessary for the acquisition and construction of the Project and the operation of the System.
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Section 6.06. Sale of the System. So long as the Prior Bonds are outstanding, the
Issuer shall not sell, mortgage; lease or otherwise dispose of the System, or any part thereof, except as
provided in the Prior Resolutions. Additionally, so long as the Series 2009 A Bonds are outstanding and
except as otherwise required by law, the System may not be sold, mortgaged, leased or otherwise
disposed of except as a whole, or substantially as a whole, and only if the net proceeds to be realized shall
be sufficient to pay fully all the Bonds Outstanding, or to effectively defease this Resolution in
accordance with Article IX hereof. The proceeds from any such sale, mortgage, lease or other disposition
of the System shall, with respect to the Series 2009 A Bonds, immediately be remitted to the Bond
Commission for deposit in the Series 2009 A Bonds Sinking Fund and the Issuer shall direct the Bond
Commission to apply such proceeds to the payment of principal of and interest on the Series 2009 A
Bonds. Any balance remaining after the payment of the Series 2009 A Bonds and interest thereon shall
be remitted to the Issuer by the Bond Commission unless necessary for the payment of other obligations -
of the Issuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby reserves the
right to sell, lease or otherwise dispose of any of the property comprising a part of the System hereinafier
determined in the manner provided herein to be no longer necessary, useful or profitable in the operation
thereof. Prior to any such sale, lease or other disposition of such property, if the amount to be received
therefor, together with all other amounts received during the same Fiscal Year for such sales, leases or
other dispositions of such properties, is not in excess of $500,000, the Issuer shall, by resolution,
determine that such property comprising a part of the System is no longer necessary, useful or profitable
in the operation thereof and may then provide for the sale of such property. The proceeds of any such
sale shall be deposited in the Renewal and Replacement Fund. If the amount to be received from such
sale, lease or other disposition of said property, together with all other amounts received during the same
Fiscal Year for such sales, leases or other dispositions of such properties, shall be in excess of $500,000
but not in excess of $1,000,000, the Issuer shall first, determine upon consultation with the Consulting
Engineers that such property comprising a part of the System is no longer necessary, useful or profitable
in the operation thereof and may then, if it be so advised, by resolution duly adopted, authorize such sale,
lease or other disposition of such property upon public bidding. The proceeds derived from any such sale,
lease or other disposition of such property, aggregating during such Fiscal Year in excess of $500,000 and
not in excess of $1,000,000, shall with the written consent of the Authority, be remitted by the Issuer to
the Bond Commission for deposit in the Sinking Funds and shall be applied only to the purchase of Bonds
of the last matirities then Outstanding at prices not greater than the par value thereof plus 3% of such par
value or otherwise into the Renewal and Replacement Fund. Such payment of such proceeds into the
Sinking Funds or the Renewal and Replacement Fund shall not reduce the amounts required to be paid
into said funds by other provisions of this Resolution. No sale, lease or other disposition of the properties
of the System shall be made by the Issuer if the proceeds to be derived therefrom, together with all other
amounts received during the same Fiscal Year for such sales, leases, or other dispositions of such
properties, shall be in excess of $1,000,000 and insufficient to pay all Bonds then Outstanding without the
prior approval and consent in writing of the Holders, or their duly authorized representatives, of over 50%
in amount of the Bonds then Outstanding. The Issuer shall prepare the form of such approval and consent
for execution by the then Holders of the Bonds for the disposition of the proceeds of the sale, lease or
other disposition of such properties of the System.
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Section 6.07. Issuance of Other Obligations Payable Out of Revenues and General
Covenant Against Encumbrances. The Issuer shall not issue any obligations whatsoever payable from the
revenues of the System which rank prior to, or equally, as to lien on and source of and security for
payment from such revenues with the Series 2009 A Bonds, except as provided in Section 6.08 herein.
All obligations issued by the Issuer after the issuance of the Series 2009 A Bonds and payable from the
revenues of the System, except such additional parity Bonds, shall contain an express statement that such
obligations are junior and subordinate, as to lien on, pledge and source of and security for payment from
such revenues and in all other respects, to the Series 2009 A Bonds; provided, that no such subordinate
obligations shall be issued unless all payments required to be made into all funds and accounts set forth
herein have been made and are current at the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be created,
any debt, lien, pledge, assignment, encumbrance or any other charge having priority over or being on a
parity with the lien of the Series 2009 A Bonds, and the interest thereon, if any, upon any or ali of the
income and revenues of the System pledged for payment of the Series 2009 A Bonds and the interest
thereon, if any, in this Resolution, or upon the System or any part thereof.

Section 6.08.  Additional Parity Bonds. So long as the Prior Bonds are outstanding, the
limitations on the issuance of parity obligations set forth in the Prior Resolutions shall be applicable. In
addition, no Parity Bonds, payable out of the revenues of the System, shall be issued after the issuance of
the Series 2009 A Bonds pursuant to this Resolution, except under the conditions and in the manner
herein provided (unless less restrictive than the provisions of the Prior Resolutions).

All Parity Bonds issued hereunder shall be on a parity in all respects with the Series 2009
A Bonds. ‘

No such Parity Bonds shall be issued except for the purpose of financing the costs of the
acquisition or construction of extensions and improvements to the System or refunding any series of
Bonds, or both such purposes.

So long as the Series 2009 A Bonds are outstanding, no Parity Bonds shall be issued at
any time, however, unless there has been procured and filed with the Secretary a written statement by an
Independent Certified Public Accountant reciting the conclusion that the Net Revenues actually derived,
subject to the adjustments hereinafter provided for, from the System during any 12 consecutive months,
within the 18 months immediately preceding the date of the actual issuance of such Parity Bonds, plus the
estimated average increased annual Net Revenues to be received in each of the 3 succeeding years after
the completion of the improvements to be financed by such Parity Bonds, if any, shall not be less than
115% of the largest aggregate amount that will mature and become due in any succeeding Fiscal Year for
principal of and interest, if any, on the following:

(1) The Bonds then Outstanding;

(2)  Any Parity Bonds theretofore issued pursuant to the provisions
contained in this Resolution then Outstanding; and

(3)  The Parity Bonds then proposed to be issued.
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The “estimated average increased annual Net Revenues to be received in each of the 3
succeeding years,” as that term is used in the computation provided in the above paragraph, shall refer
only to the increased Net Revenues estimated to be derived from (a) the improvements to be financed by
such Parity Bonds and (b) any increase in rates adopted by the Issuer, the period for appeal of which has
expired prior to the date of issuance of such additional Parity Bonds, and shall not exceed the amount to
be stated in a certificate of the Independent Certified Public Accountants, which shall be filed in the office
of the Secretary prior to the issuance of such Parity Bonds.

The Net Revenues actually derived from the System during the 12-consecutive-month
period hereinabove referred to may be adjusted by adding to such Net Revenues such additional Net
Revenues which would have been received, in the opinion of the Independent ‘Certified Public
Accountant, on account of increased rates, rentals, fees and charges for the System adopted by the Issuer,
the period for appeal of which has expired prior to 1ssuance of such Parity Bonds.

All covenants and other provisions of this Resolution (except as to details of such Parity
Bonds inconsistent herewith) shall be for the equal benefit, protection and security of the Holders of the
Bonds and the Holders of any Parity Bonds subsequently issued from time to time within the limitations
of and in compliance with this section. Bonds issued on a parity, regardless of the time or times of their
issuance, shall rank equally with respect to their lien on the revenues of the System and their source of
and security for payment from said revenues, without preference of any Bond of one series over any other
Bond of the same series. The Issuer shall comply fully with all the increased payments into the various
funds and accounts created in this Resolution required for and on account of such Parity Bonds, in
addition to the payments required for Bonds theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other obligations
subsequently issued, the lien of which on revenues of the System is subject to the prior and superior liens
of the Series 2009 A Bonds on such revenues. The Issuer shall not issue any obligations whatsoever
payable from revenues of the System, or any part thereof, which rank prior to or, except in the manner
and under the conditions provided in this section, equally, as to lien on and source of and security for
payment from such revenues, with the Series 2009 A Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments into the
respective funds and accounts provided for in this Resolution with respect to the Bonds then Outstanding,
and any other payments provided for in this Resolution, shall have been made in full as required to the
date of delivery of such Parity Bonds, and the Issuer shall then be in full compliance with all the
covenants, agreements and terms of this Resolution.

Section 6.09  Insurance and Bonds. The Issuer hereby covenants and agrees, that so
long as the Series 2009 A Bonds remain Outstanding, the Issuer will, as an Operating Expense, procure,
carry and maintain insurance and bonds and worker’s compensation coverage with a reputable insurance
carrier or carriers or bonding company or companies covering the following risks and in the following
amounts:

A. FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND EXTENDED
COVERAGE INSURANCE, on all above-ground insurable portions of the System in an amount equal to
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the actual cost thereof. In time of war the Issuer will also carry and maintain insurance to the extent
available against the risks and hazards of war. The proceeds of all such insurance policies shall be placed
in the Renewal and Replacement Fund and used only for the repairs and restoration of the damaged and
destroyed properties or for the other purposes provided herein for the Renewal and Replacement Fund.

B. PUBLIC LIABILITY INSURANCE, with limits of not less than $1,000,000. per
occurrence to protect the Issuer from claims for bodily injury and/or death and not less than $500,000 per
occurrence from claims for damage to property of others which may arise from the operation of the
System, and insurance with the same limits to protect the Issuer from claims arising out of operation or
ownership of motor vehicles of or for the System. ‘ o

C. WORKER’S COMPENSATION COVERAGE FOR ALL EMPLOYEES OF OR
FOR THE SYSTEM ELIGIBLE THEREFOR; AND PERFORMANCE AND PAYMENT OR
COMPLETION BONDS, such bonds to be in the amounts of not less than 100% of the amount of any
construction contract and to be required of each contractor dealing directly with the Issuer and such
payment bonds will be filed with the Clerk of the County Commission of the County in which such work
is to be performed prior to commencement of construction of any additions, extensions or improvements
for the System in compliance with West Virginia Code, Section 38-2-39.

D. FLOOD INSURANCE, if the facilities of the System are or will be located in
designated special flood or mudslide-prone areas and to the extent available at reasonable cost to the
Issuer.

E. BUSINESS INTERRUPTION INSURANCE, to the extent available at reasonable
cost to the Issuer.

F. FIDELITY BONDS will be provided as to every officer, member and employee of
the Issuer or the Governing Body having custody of the revenues or of any other funds of the System, in
an amount at least equal to the total funds in the custody of any such person at any one time.

Section 6.10. No Free Services. The Issuer will not render or cause to be rendered any
free services of any nature by the System, nor will any preferential rates be established for users of the
same class; and, in the event the Issuer or any department, agency, instrumentality, officer or employee
thereof shall avail himself or themselves of the facilities or services provided by the System or any part
thereof, the same rates, fees or charges applicable to other customers receiving like services under similar
circumstances shall be charged the Issuer and any such department, agency, instrumentality, officer or
employee. The revenues so received shall be deemed to be revenues derived from the operation of the
System and shall be deposited and accounted for in the same manner as other revenues derived from such
operation of the System.

Section 6.11  Enforcement of Collections. The Issuer will diligently enforce and
collect all fees, rates, rentals or other charges for the services and facilities of the System, and take all
steps, actions and proceedings for the enforcement and collection of such fees, rentals or other charges
which shall become delinquent to the full extent permitted or authorized by the Act, the rules and
regulations of the Public Service Commission of West Virginia and other laws of the State of West
Virginia.
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Whenever any fees, rates, rentals or other charges for the services and facilities of the
System shall remain unpaid for a period of 20 days after the same shall become due and payable the user
of the services and facilities shall be delinquent until such time as all such rates and charges are fully paid
and to the extent authorized by the laws of the State and the rules and regulations of the Public Service
Commission of West Virginia, all delinguent rates, rentals and other changes, if not paid, when due, shall
become a lien on the premises served by the System. The Issuer further covenants and agrees that, it will,
1o the full extent permitted by law and the rules and regulations promulgated by the Public Service
Commission of West Virginia, discontinue and shut off the services and facilities of the System to all
delinquent users of services and facilities of the System and will not restore such services of the System
until all billing for charges for the services and facilities of the System, plus reasonable interest and
penalty charges for the restoration of service, has been fully paid.

Section 6.12.  No Competing Franchise. To the extent legally allowable, the Issuer will
not grant or cause, consent to or allow the granting of any franchise or permit to any person, firm,
corporation or body, or agency or instrumentality whatsoever for the providing of any services which
would compete with services provided by the System.

Section 6.13. Books and Records. The Issuer will keep books and records of the
System, which shall be separate and apart from all other books, records and accounts of the Issuer, in
which complete and correct entries shall be made of all transactions relating to the System, and any
Holder of 2 Series 2009 A Bond shall have the right at all reasonable times to inspect the System, and all
parts thereof, and all records, accounts and data of the Issuer relating thereto.

The accounting system for the System shall follow current generally accepted accounting
principles, to the extent allowable under and in accordance with the rules and regulations of the Public
Service Commission of West Virginia and the Act. Separate control accounting records shall be
maintained by the Issuer. Subsidiary records as may be required shall be kept in the manner, on the
forms, in the books and along with other bookkeeping records as prescribed by the Issuer. The Issuer
shall prescribe and ipstitute the manner by which subsidiary records of the accounting system which may
be installed remote from the direct supervision of the Issuer shall be reported to such agent of the Issuer
as it shall direct.

The Issuer shall file with the Original Purchaser and any Bond Insurer, if any, and shall
mail to any Bondholder requesting the same, an annual report within 30 days following the date of receipt
of the final audit containing a balance sheet, statement of revenues, expenses, and changes in retained
earnings, and statement of cash flows, as prescribed by generally accepted accounting principles.

The Issuer shall also file with the Original Purchaser and any Bond Insurer, and mail to
any Bondholder requesting the same, an annual report containing the following:

(A) A statement of Gross Revenues, Operating Expenses, and Net
Revenues derived from the System.

(B) A statement of account balances in all funds and accounts provided for
herein and status of said funds.
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The Issuer shall also, at least once a year, cause the books, records and accounts of the
System to be completely audited by an Independent Certified Public Accountant in compliance with
OMB Circular 128 or any successor thereto and the Single Audit Act, shall mail upon request, and make
avajlable generally, the report of said Independent Certified Public Accountant, or a summary thereof, to
any Holder or Holders of Bonds issued pursuant to this Resolution and shall file said report with the
Original Purchaser.

Section 6.14.  Operating Budget. The Issuer shail annually, at least 45 days preceding
the beginning of each Fiscal Year, or at such earlier date, prepare and adopt by resolution a detailed
budget of the estimated revenues and expenditures for operation and maintenance of the System during
the succeeding Fiscal Year. No expenditures for the operation and maintenance of the System shall be
made in any Fiscal Year in excess of the amounts provided therefor in such budget without a written
finding and recommendation by a registered professional engineer, which finding and recommendation
shall state in detail the purpose of and necessity for such increased expenditures for the operation and
maintenance of the System, and no such increased expenditures shall be made until the Issuer shall have
approved such finding and recommendation by a resolution duly adopted. No increased expenditures in
excess of 10% of the amount of such budget shall be made except upon the further certificate of such a
registered professional engineer that such increased expenditures are necessary for the continued
operation of the System. The Issuer shall mail copies of such annual budget and all resolutions
authorizing increased expenditures for operation and maintenance to the Original Purchaser and shall
make available such budgets and all resolutions authorizing increased expenditures for operation and
maintenance of the System at all reasonable times to the Original Purchaser, the Bond Insurer, if any, and
to any Bondholder or anyone acting for and in behalf of such Bondholder who requests the same.

Section 6.15. Connections. To the extent permitted by the laws of the State and the
rules and regulations of the Public Service Commission of West Virginia, the Issuer shall require every
owner, tenant or occupant of any house, dwelling or building intended to be served by the System to
connect thereto.

Section 6.16.  Statutory Mortgage Lien. For the further protection of the Holders of the
Series 2009 A Bonds, a statutory mortgage lien upon the System is granted and created by the Act, which
statutory mortgage lien is hereby recognized and declared to be valid and binding, shall take effect
immediately upon delivery of the Series 2009 A Bonds, pro rata, and shall be on a parity with the
statutory mortgage lien in favor of the Holders of the Prior Bonds.

Section 6.17. Tax Covenants. The Issuer hereby further covenants and agrees as

follows:

A. PRIVATE BUSINESS USE LIMITATION. The Issuer shall assure that (i) not in
excess of 10% of the Net Proceeds of the Series 2009 A Bonds are used for Private Business Use if, in
addition, the payment of more than 10% of the principal or 10% of the interest due on the Series 2009 A
Bonds during the term thereof is, under the terms of the Series 2009 A Bonds or any underlying
arrangement, directly or indirectly, secured by any interest in property used or to be used for a Private
Business Use or in payments in respect of property used or to be used for a Private Business Use or is to
be derived from payments, whether or not to the Issuer, in respect of property or borrowed money used or
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to be used for a Private Business Use; and (ii) in the event that both (A) in excess of 5% of the Net
Proceeds of the Series 2009 A Bonds are used for a Private Business Use, and (B) an amount in excess of
5% of the principal or 5% of the interest due on the Series 2009 A Bonds during the term thereof is, under
the terms of the Series 2009 A Bonds or any underlying arrangement, directly or indirectly, secured by
any interest in property used or to be used for said Private Business Use or in payments in respect of
property used or to be used for said Private Business Use or is to be derived from payments, whether or
not to the Issuer, in respect of property or borrowed money used or to be used for said Private Business
Use, then said excess over said 5% of Net Proceeds of the Series 2009 A Bonds used for a Private
Business Use shall be used for a Private Business Use related to the governmental use of the System, or if
the Series 2009 A Bonds are for the purpose of financing more than one project, a portion of the System,
and shall not exceed the proceeds used for the governmental use of that portion of the System to which
such Private Business Use is related.

B. PRIVATE LOAN LIMITATION. The Issuer shall assure that not in excess of the
lesser of 5% of the Net Proceeds of the Series 2009 A Bonds or $5,000,000 are used, directly or
indirectly, to make or finance a loan (other than loans constituting Nonpurpose investments) to persons
other than state or local government units.

C. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not take any action or
permit or suffer any action to be taken if the result of the same would be to cause the Series 2009 A
Bonds to be directly or indirectly “federally guaranteed” within the meaning of Section 149(b) of the
Code and Regulations promulgated thereunder.

D. INFORMATION RETURN. The lIssuer will file all statements, instruments and
returns necessary to assure the tax-exempt status of the Series 2009 A Bonds and the interest thereon,
including without limitation, the information return required under Section 149(e) of the Code.

E. FURTHER ACTIONS. The Issuer will take all actions that may be required of it so
that the interest on the Series 2009 A Bonds will be and remain excludable from gross income for federal
income tax purposes, and will not take any actions which would adversely affect such exclusion.

Section 6.18 Financial Guaranty Insurance Policy. The Issuer may apply for a Financial
Guaranty Insurance Policy for the Series 2009 A Ronds. In the event a Financial Guaranty Insurance
Policy is obtained, additional covenants and provisions of the Issuer may be required by the Bond Insurer
as a condition to insuring the Series 2009 A Bonds. These additional covenants and provisions shall be
set forth in a Supplemental Resolution, shall apply to the Series 2009 A Bonds, and shall be controlling in
the event any other provisions of this Resolution may be in conflict therewith.
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ARTICLE VII

PEFAULTS AND REMEDIES

Section 7.01. Events of Default. Each of the following events shall constitute an
“Byent of Default” with respect to the Series 2009 A Bonds:

(A) If default occurs in the due and punctual payment of the principal of or interest
on the Series 2009 A Bonds;

(B)If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part in this Resolution or any Supplemental Resolution or in
the Series 2009 A Bonds contained, and such default shall have continued for a period of 30
days after written notice specifying such default and requiring the same to be remedied shall
have been given to the Issuer by any Bondholder or any Bond Insurer;

(C) If the Issuer files a petition seeking reorganization or arrangement under the
federal bankruptcy laws or any other applicable law of the United States of America; or

(D) If default occurs with respect to the Prior Bonds or the Prior Resolutions.

The Issuer must cure any covenant default within 30 days after notice of the default, and
failure to pay principal of or interest on the Bonds shall be an immediate event of default.

No waivers shall be granted by any party to the Bond documents without the prior written
consent of the Bond Insurer, if any.

Section 7.02.  Enforcement. Upon the happening and continuance of any Event of
Default, any Bondholder or any Bond Insurer may exercise any available remedy and bring any
appropriate action, suit or proceeding to enforce his rights and, in particular:

(A)  Bring suit for any unpaid principal or interest then due;

(B) By mandamus or other appropriate proceeding enforce all rights of the
Bondholders, including the right to require the Issuer to perform its duties
under the Act and this Resolution;

(C)  Bring suit upon the Series 2009 A Bonds;

(D) By action at law or bill in equity require the Issuer fo account as if it
were the trustee of an express trust for the Bondholders; and

(E) By action or bill in equity enjoin any acts in violation of this Resolution
or the rights of the Bondholders.

CH4966530.2



No remedy by the terms of this Resolution conferred upon or reserved to the Bondholders
is intended to be exclusive of any other remedy, but each and every such remedy shall be cumulative and
shall be in addition to any other remedy given to the Bondbolders hereunder or now or hereafter existing

_at law or by statute. All rights and remedies of the Holders of the Series 2009 A Bonds shall be on a
parity with one another and also on parity with those of the Holders of the Prior Bonds.

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

No waiver of any default or Event of Default hereunder by the Bondholders shall extend
to or shall affect any subsequent default or Bvent of Default or shall impair any rights or remedies
conseguent thereto,

Section 7.03.  Appointment of Receiver. If there be any Event of Default existing and
continuing, any Bondholder or any Bond Insurer shall, in addition to all other remedies or rights, have the
right by appropriate legal proceedings to obtain the appointment of a receiver to administer the System on
behalf of the Issuer, with power to charge rates, rentals, fees and other charges sufficient to provide for
the payment of the principal of and interest on the Bonds, the deposits into the funds and accounts hereby
established as herein provided and the payment of Operating Expenses of the System and to apply such
rates, rentals, fees, charges or other Revenues in conformity with the provisions of this Resolution and the
Act.

The receiver so appointed shall forthwith, directly or by his agents and attorneys, enter
into and upon and take possession of all facilities of the System and shall hold, operate, maintain, manage
and control such facilities, and each and every part thereof, and in the name of the Issuer exercise all the
rights and powers of the Issuer with respect to said facilities as the Issuer itself might do.

Whenever all that is due upon the Series 2009 A Bonds issued pursuant to this Resolution
and interest thereon and under any covenants of this Resolution for reserve, sinking or other funds and
accounts and upon any other obligations and interest thereon having a charge, lien or encumbrance upon
the Revenues of the System shall have been paid and made good, and all defauits under the provisions of
this Resolution shall have been cured and made good, possession of the System shall be surrendered to
the Issuer upon the entry of an order of the court to that effect. Upon any subsequent default, any
Bondholder shall have the same right to secure the further appointment of a receiver upon any stich
subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon him, shall
be under the direction and supervision of the court making such appointment, shall at all times be subject
to the orders and decrees of such court and may be removed thereby and a successor receiver appointed in
the discretion of such court. Nothing herein contained shall limit or restrict the jurisdiction of such court
to enter such other and further orders and decrees as such court may deem necessary or appropriate for the
exercise by the receiver of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System in the name
of the Issuer and for the joint protection and benefit of the Issuer and the Holders of the Series 2009 A
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Bonds issued pursuant to this Resolution. Such receiver shall have no power to sell, assign, mortgage or
- otherwise dispose of any assets of any kind or character belonging or pertaining to the System, but the
authority of such receiver shall be limited to the possession, operation and maintenance of the System, for
the sole purpose of the protection of both the Issuer and the Bondholders, and the curing and making good
of any default under the provisions of this Resolution, and the title to and ownership of said System shall
remain in the Issuer, and no court shall have any jurisdiction to enter any order or decree permitting or
requiring such receiver to sell, mortgage or otherwise dispose of any assets of the System.

Notwithstanding any other provision of this Resolution, in determining whether the rights
of Bondholders will be adversely affected by any action taken pursuant to the terms and provisions of this
Resolution, any trustee or Bondholder’s committee shall consider the effect on the Bondholders as if no
Financial Guaranty Insurance Policy were then in effect.

Section 7.04. Restoration of Issuer and Bondholder. In case any Bondholder shall
have proceeded to enforce any right under this Resolution by the appointment of a receiver, by entry or
otherwise, and such proceedings shall have been discontinued or abandoned for any reason, or shall have
been determined adversely, then and in every such case the Issuer and such Bondholder shall be restored
to their former positions and rights hereunder, and all rights and remedies of such Bondholder shall
continue as if no such proceedings had been taken.

ARTICLE VIIX

REGISTRAR AND PAYING AGENT

Section 8.01. Appointment of Registrar. The Registrar for the Series 2009 A Bonds
shall be appointed pursuant to the Suppiemental Resolution. The Issuer is hereby authorized and directed
to enter into an agreement with the Registrar, the substantial form of which agreement is to be approved
by Supplemental Resolution.

Section 8.02.  Responsibilities of Registrar. The recitals of fact in the Series 2009 A
Ronds shall be taken as statements of the Issuer, and the Registrar shall not be responsible for their
accuracy. The Registrar shall not be deemed to make any representation as to, and shall not incur any
liability on account of, the validity of the execution of any Series 2009 A Bonds by the Issuer.
Notwithstanding the foregoing, the Registrar shall be responsible for any representation in its Certificate
of Authentication on the Series 2009 A Bonds. The Registrar and any successor thereto shall agree to
perform all the duties and responsibilities spelled out in this Resolution and any other duties and
responsibilities incident thereto, all as provided by said agreement described in Section 8.01.

Section 8.03.  Evidence on Which Registrar May Act. Except as otherwise provided
by Section 10.02, the Registrar shall be protected in acting upon any notice, resolution, request, consent,
order, certificate, opinion or other document believed by it to be genuine and to have been signed or
presented by the proper party or parties. Whenever the Registrar shall deem it necessary or desirable that
a fact or matter be proved or established prior to taking or suffering any action, such fact or matter, unless
other evidence is specifically prescribed, may be deemed to be conclusively proved and established by a
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certificate of an Authorized Officer of the Issuer, but in its discretion the Registrar may instead accept
other evidence of such fact or matter.

* Section 8.04.  Compensation and Expenses. The Issuer shall pay to the Registrar from
time to time reasonable compensation for all services, including the transfer of registration of Bonds, the
first exchange of Bonds and the exchange of Bonds in the event of partial redemption, incurred in the
performance of its duties hereunder.

Section 8,05,  Certain Permitted Acts. The Registrar may become the owner of or
may deal in Series 2009 A Bonds as fully and with the same rights it would have if it were not Registrar.
To the extent permitted by law, the Registrar may act as depository for, and permit any of its officers or
directors to act as a member of, or in any other capacity with respect to, any committee formed to protect
the rights of Bondholders or effect or aid in any reorganization growing out of the enforcement of the
Series 2009 A Bonds or this Resolution, whether or not any such committee shall represent the Holders of
a majority in principal amount of the Series 2009 A Bonds Outstanding,.

. Section 8.06. Resignation of Registrar. The Registrar may at any time resign and be
discharged of its duties and obligations under this Resolution by giving net less than 60 days® written
notice to the Issuer and publishing in an Authorized Newspaper notice (or mailing such notice to each
Bondholder in the event all Series 2009 A Bonds are fully registered), specifying the date when such
resignation shall take effect, within 20 days after the giving of such written notice. A copy of such notice
shall also be mailed to each owner of a fully registered Bond or a coupon Bond registered as to principal
(other than to bearer). Such resignation shall take effect upon the day specified in such notice unless a
successor shall have been previously appointed by the Issuer or bondholders, in which event such
resignation shall take effect immediately.

Section 8.07. Removal. The Registrar may be removed at any time by the Issuer or
by the HMolders of a majority in principal amount of the Series 2009 A Bonds then Outstanding by an
instrument or concutrent instruments in writing signed and duly acknowledged by the Issuer or by such
Bondholders or their attorneys duly authorized in writing and delivered to the Issuer, as the case may be.
Copies of each such instrument shall be deliversd by the Issuer to the Registrar.

Section 8.08. Appointment of Successor. In case at any time the Registrar shall
resign or shall be removed or shall become incapable of acting, or shall be adjudged bankrupt or
insolvent, or if a receiver, liquidator or conservator of the Registrar or of its property shall be appointed,
or if any public officer or court shall take charge or control of the Registrar or of its property or affairs, a
successor may be appointed by the Holders of a majority in principal amount of the Series 2009 A Bonds
then Outstanding by an instrument or concurrent instruments in writing signed by such Bondholders or
their attorneys duly authorized in writing and delivered to the Issuer and such successor Registrar,
notification thereof being given to the predecessor Registrar. Pending such appointment, the Issuer shall
forthwith appoint a Registrar to fill such vacancy until a successor Registrar shall be appointed by such
Bondholders. The Issuer shall publish in an Authorized Newspaper (or mail to each Bondholder in the
event all Series 2009 A Bonds are fully registered) notice of any such appointment within 20 days after
the effective date of such appointment. A copy of such notice shall also be mailed to each owner of a
fully registered Bond or a coupon Bond registered as to principal (other than to bearer). Any successor
Registrar appointed by the Issuer shall, immediately and without further act, be superseded by a Registrar
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appointed by such Bondholders. If in a proper case no appointment of a successor Registrar shall be
made within 45 days after the Registrar shall have given to the Issuer written notice of resignation or after
the occurrence of any other event requiring such appointment, the Registrar or any Bondholder may apply
to any court of competent jurisdiction to appoint a successor. Amny Registrar appointed under the
provisions of this section shall be a bank, trust company or national banking association authorized to
perform the duties imposed upon it by this Resolution.

Section 8.09.  Transfer of Rights and Property to Successor. Any predecessor
Registrar or Paying Agent shall pay over, assign and deliver any monies, books and records held by it to
its successor. : '

Section 8.10. Merger or Consolidation. Any company ‘info which the Registrar may
be merged or converted or with which it may be consolidated or any company resulting from any merger,
conversion or consolidation to which it shall be a party, or any company to which the Registrar or any
public officer or court may sell or transfer all or substantially all of its corporate trust business, shall be
the successor to such Registrar without the execution or filing of any paper or the performance of any
further act; provided, however, that such company shall be a bank, frust company ot national banking
association meeting the requirements set forth in Section 8.08.

Section 8.11.  Adoption of Authentication. In case any of the Series 2009 A Bonds
shall have been authenticated but not delivered, any successor Registrar may adopt a Certificate of
Authentication and Registration executed by any predecessor Registrar and deliver such Bonds so
authenticated, and, in case any Series 2009 A Bonds shall have been prepared but not authenticated, any
successor Registrar may authenticate such Bonds in the name of the predecessor Registrar or in its own
name.

Section 8.12.  Paying Agent. The Bond Commission shall serve as the Paying Agent.
Any alternate Paying Agent must be a bank, trust company or national banking association authorized to
perform the duties imposed upon it by this Resolution. Such alternate Paying Agent shall signify its
acceptance of the duties and obligations imposed upon it pursuant hereto by executing and delivering to
the Issuer a written acceptance thereof. Any successor Paying Agent shall take such actions as may be
necessary to ensure that the Bonds shall be and remain DTC-eligible.

Each Paying Agent shail be entitled to payment and reimbursement for reasonable fees
for its services rendered hereunder and all advances, counsel fees and other expenses reasonably and
necessarily made or incurred by such Paying Agent in connection with such services solely from monies
available therefor.

Any bank, trust company or national banking association with or into which any Paying
Agent may be merged or consolidated, or to which the assets and business of such Paying Agent may be
sold, shall be deemed the successor of such Paying Agent for the purposes of this Resolution. If the
position of Paying Agent shall become vacant for any reason, the Issuer shall, within 30 days thereafter,
appoint a bank, trust company or national banking association located in the same city as such Paying
Agent to fill such vacancy; provided, however, that, if the Issuer shall fail to appoint such Paying Agent
within said period, the Bond Commission, a court of competent jurisdiction or a majority of the
Bondholders may make such appointment.
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The Paying Agent shall enjoy the same protective provisions in the performance of its
duties hereunder as are specified in this Article VIII with respect to the Registrar, insofar as such
provisions may be applicable.

Notice of the appointment of successor or additional Paying Agents or fiscal agents shall
be given in the same manner as provided by Section 8.08 hereof with respect to the appointment of a
successor Registrar.

All monies received by the Paying Agent shall, until used or applied as provided in this
Resolution, be held in trust for the purposes for which they were received.

ARTICLE IX
DEFEASANCE; DISCHARGE OF PLEDGE OF RESOLUTION

Section 9.01.  Defeasance; Discharge of Pledge of Resolution. If the Issuer shall pay
or cause to be paid, or there shall otherwise be paid, to the Holders of all Series 2009 A Bonds the
principal of and interest due or to become due thereon, at the times and in the manner stipulated therein
and in this Resolution, then this Resolution and the pledges of the Net Revenues and other monies and
securities pledged hereunder, and all covenants, agreements and other obligations of the Issuer on behalf
of the Holders of the Series 2009 A Bonds made hereunder, shal} thereupon cease, terminate and become
void and be discharged and satisfied, except as may be necessary to assure the exclusion of interest on the
Series 2009 A Bonds from gross income for federal income tax purposes.

The Series 2009 A Bonds for the payment of which either monies in an amount which
shall be sufficient, or securities the principal of and the interest on which, when due, will provide monies
which, together with the monies, if any, deposited with the Paying Agent at the same or earlier time, shall
be sufficient, to pay as and when due the respective principal of and interest on the Series 2009 A Bonds
shall be deemed to have been paid within the meaning and with the effect expressed in the first paragraph
of this section. All Series 2009 A Bonds shall, prior to the maturity thereof, be deemed to have been paid
within the meaning and with the effect expressed in the first paragraph of this section if there shall have
been deposited with the Bond Commission or an escrow trustee either monies in an amount which shall
be sufficient, or securities the principal of and the interest on which, when due, will provide monies
which, together with the monies, if any, deposited with the Bond Commission or said escrow trustee at
the same or earlier time shall be sufficient, to pay when due the principal of, any redemption premium on
and interest due and to become due on the Series 2009 A Bonds on and prior to the maturity date thereof,
or if the Issuer irrevocably determines to redeem any of the Series 2009 A Bonds prior to the maturity
thereof, on and prior to said Redemption Date. Neither securities nor monies deposited with the Bond
Commission or an escrow trustee pursuant to this section nor principal or interest payments on any such
securities shall be withdrawn or used for any purpose other than, and shall be held in trust for, the
payment of the principal of and interest on the Series 2009 A Bonds; provided, that any cash received
from such principal, redemption premium, if any, and interest payments on such securities deposited with
the Bond Commission or said escrow trustee, if not then needed for such purpose, shall, to the extent
practicable, be reinvested in securities maturing at times and in amounts sufficient to pay when due the
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principal of and redemption premium, if any, and interest to become due on the Series 2009 A Bonds on
and prior to such maturity or Redemption Dates thereof, and interest earned from such reinvestments shall
be paid over to the Issuer as received by the Bond Commission or said escrow trustee, free and clear of
any trust, lien or pledge. For the purpose of this section, securities shall mean and include only
Government Obligations, as such term is limited by the provisions in Section 1.01 hereof or such
additional securities as shall be set forth in the Supplemental Resolution.

ARTICLE X
MISCELLANEOUS

Section 10.01. Amendment of Resolution. Prior to issuance of the Series 2009 A
Bonds, this Resolution may be amended or supplemented in any way by the Supplemental Resolution.
All provisions required by the Bond Insurer, if any, shall be set forth in the Supplemental Resolution and
to the extent they constitute an amendment or modification of the Resolution, shall be controlling.
Following issuance of the Series 2009 A Bonds, this Resolution and any Supplemental Resolution may be
amended or modified without the consent of any Bondholder or other person, so long as such amendment
or modification is not materially adverse to any Bondholder, as determined by an opinion of Bond
Counsel. In the event any of the Series 2009 A Bonds are insured, no such amendment or modification
which adversely affects the security for such Series 2009 A Bonds or the rights of any Bond Insurer for
such Series 2009 A Bonds may be effected without the written consent of such Bond Insurer. No
materially adverse amendment or modification to this Resolution, or of any Supplemental Resolution,
may be made without the written consent of the Holders of 60% in aggregate principal amount of the
Series 2009 A Bonds then Qutstanding and affected thereby and such Bond Insurer, which must be filed
with the Issuer before any such modification or amendment may be made. No such medification or
amendment shall extend the maturity of or reduce the interest rate on, or otherwise alter the terms of
payment of the principal of or interest on, any Series 2009 A Bonds without the express written consent
of the Holder of each Series 2009 A Bond so affected, nor reduce the percentage of Series 2009 A Bonds
required for consent to any such modification or amendment.

Section 10.02. Evidence of Signatures of Bondholders and Ownership of Bonds. Any
request, consent, revocation of consent or other instrument which this Resolution may require or permit to
be signed and executed by Bondholders may be in one or more instruments of similar tenor, and shall be
signed or executed by such Bondholders in person or by their attorneys duly authorized in writing. Proof
of the execution of any such instrument, or of an instrument appointing or authorizing any such attorney,
shall be sufficient for any purpose of this Resolution if made in the following manner, or in any other
manner satisfactory to the Issuer or the Registrar, as the case may be, which may nevertheless in its
discretion require further or other proof in cases where it deems the same desirable:

A. The fact and date of the execution by any Bondholder or his attorney of any such
instrument may be proved (i) by the certificate of a notary public or other officer authorized to take
acknowledgments of deeds to be recorded in the jurisdiction in which he purports to act that the person
signing such instrument acknowledged to him the execution thereof, or by the affidavit of a witness of
such execution, duly sworn to before such a notary public or other officer or (ii) by the certificate, which
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need not be acknowledged or verified, of an officer of a bank, a trust company or a financial firm or
corporation satisfactory to the Issuer or the Registrar, as the case may be, that the person signing such
instrument acknowledged to such bank, trust company, firm or corporation the execution thereof,

B. The authority of a person or persons to execute any such instrument on behalf of a
corporate Bondholder may be established without further proof if such instrument is signed by a person
purporting to be the president or treasurer or a vice-president or an assistant treasurer of such corporation
with a corporate seal affixed, and is attested by a person purporting to be its secretary or assistant
secrefary.

C. The amount of fully registered Bonds held by a person executing any instrument as a
Bondholder, the date of his holding such Bonds and the numbers and other identification thereof, shall be
confirmed by the Bond Register.

Any request, consent or other instrument executed by the Holder of any Bond shall bind
all future Holders and owners of such Bond in respect of anything done or suffered to be done hereunder
by the Issuer or the Registrar in accordance therewith.

Section 10.03.  Preservation and Inspection of Documents. To the extent allowable
under law, all reports, certificates, statements and other documents received by the Registrar under the
provisions of this Resolution shall be retained in its possession and shall be available at all reasonable
times for the inspection of the Issuer or any Bondholder, and their agents and their representatives, but
any such reports, certificates, statements or other documents may, at the election of the Registrar, be
destroyed or otherwise disposed of at any time after such date as the pledge created by this Resolution
shall be discharged as provided in Section 9.01.

Section 10.04. Cancellation of Bonds. All Bonds purchased or paid shall, if
surrendered to the Issuer, be canceled and delivered to the Registrar, or, if surrendered to the Registrar, be
canceled by it. No such Bonds shall be deemed Outstanding under this Resolution and no Bonds shall be
issued in lieu thereof. All such Bonds shall be canceled and upon order of the lssuer shall be destroyed,
and a certificate evidencing such destruction shall be delivered to the Issuer.

Section 10.05.  Failure to Present Bonds. Anything in this Resolution to the contrary
notwithstanding, any monies held by the Bond Commission or a Paying Agent in trust for the payment
and discharge of any of the Bonds which remain unclaimed for 1 year after the date on which such Bonds
have become due and payable, whether by maturity or upon call for redemption, shall at the written
request of the Issuer be paid by the Bond Commission or said Paying Agent to the Issuer as its absolute
property and free from trust, and the Bond Commission or said Paying Agent shall thereupon be released
and discharged with respect thereto, and the Holders of such Bonds shall fook only to the Issuer for the
payment of such Bonds; provided, however, that, before making any such payment to the Issuer, the
Registrar, if so advised by the Bond Commission, or said Paying Agent shall send to the Holder, at the
address listed on the Bond Register, by certified mail, a notice that such monies remain unclaimed and
that, after a date named in said notice, which date shall be not less than 30 days after the date of such
notice is mailed, the balance of such monies then unclaimed will be returned to the Issuer. If any of said
Bonds is a coupon Bond, the Registrar or said Paying Agent shall also publish such notice, not less than
30 days prior to the date such monies will be returned to the Issuer, in an Authorized Newspaper.
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Section 10.06.  Notices, Demands and Requests. Unless otherwise expressly provided,
all notices, demands and requests to be given or made hereunder to or by the Issuer, the Registrar, the
Paying Agent, the Depository Bank, the Original Purchaser shall be in writing and shall be properly made
if sent by United States mail, postage prepaid, and addressed as follows or if hand-delivered to the
individual to whom such notice, demand or request is required to be directed as indicated below:

ISSUER

Flatwoods-Canoe Run Public Service District
P.O.Box 677

Sutton, West Virginia 26601-0677

Attention: Chairman

REGISTRAR AND PAYING AGENT

[Name(s) and address(es) to be set forth in Supplemental Resolution]

DEPOSITORY BANK

[Name and address to be set forth in Supplemental Resolution]
ORIGINAL PURCHASER

Crews & Associates, Inc.

First Security Center

521 President Clinton Ave., Suite 800
Little Rock, Arkansas 72201
Attention: Senior Vice President

Any party listed above may change such address listed for it at any time upon written notice of change
sent by United States mail, postage prepaid, to the other parties. '

Section 10.07.  No Personal Liability. No member of the Issuer or officer or employee
of the Issuer shall be individually or personally liable for the payment of the principal of or the interest on
any Bond, but nothing herein contained shall relieve any such member, official or employee from the
performance of any official duty provided by law or this Resolution.

Section 10.08. Law Applicable. The laws of the State shall govern the construction of
this Resolution and of all Bonds issued hereunder.

Section 10.09.  Parties Interested Herein. Nothing in this Resolution expressed or
implied is intended or shall be construed to confer upon, or give to, any person or corporation, other than
the Issuer, the Registrar, the Paying Agent, the Holders of the Series 2009 A Bonds and the Original
Purchaser, any right, remedy or claim under or by reason of this Resolution. All the covenants,
stipulations, promises and agreements contained in this Resolution by and on behalf of the Issuer shall be
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for the sole and exclusive benefit of the Issuer, the Registrar, the Paying Agent, the Holders of the Series
2009 A Bonds and the Original Purchaser.

Section 10.10.  Severability of Invalid Provisions. If any section, paragraph, clause or
provision of this Resolution shall be held invalid, such invalidity shall not affect any of the remaining
provisions of this Resolution.

Section 10.11.  Table of Contents and Headings. The Table of Contents and headings
of the articles, sections and subsections hereof are for convenience only and shall neither control nor
affect in any way the meaning or construction of any of the provisions hereof.

Section 10.12.  Conflicting Provisions Repealed. All orders, resolutions or parts
thereof in confliet with the provisions of this Resolution, are, to the extent of such conflict, hereby
repealed; provided that, in the event of any conflict between this Resolution and the resolutions
authorizing the Prior Bonds, the resolutions authorizing the Prior Bonds shall control, unless less
restrictive, so long as the Prior Bonds are Outstanding.

Section 10.13.  Covenant of Due Procedure, Etc. The Issuer covenants that all acts,
conditions, things and procedures required fo exist, to happen, to be performed or to be taken precedent to
and in the adoption of this Resolution do exist, have happened, have been performed and have been taken
in regular and due time, form and mammer as required by and in full compliance with the laws and
Constitution of the State of West Virginia applicable thereto; and that the Chairman, Secretary and
members of the Governing Body were at all times when any actions in connection with this Resolution
occurred and are duly in office and duly qualified for such office.

Section 10.14. Effective Date. This Resolution shall take effect immediately upon
adoption. ‘
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Adopted this 10th day of August, 2009.

AL A

“Chairman
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CERTIFICATION

Certified a true, correct and complete copy of a Resolution duly adopted by the Public
Service Board of Flatwoods-Canoe Run Public Service District on the 10th day of August, 2009.

Dated this 21st day of August, 2009.

[SEAL]

Secretary -

09.02.08
29212000004
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EXHIBIT A - SERIES 2009 A BONDS FORM

Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New
York corporation (“DTC™), to Issuer or its agent for registration of transfer, exchange, or payment, and
any Bond issued is registered in the name of Cede & Co. or in such other name as is requested by an
authorized representative of DTC (and any payment is made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the
registered owner hereof, Cede & Co., has an interest herein.

No. R- $

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

(WEST VIRGINIA)

WATER REVENUE BOND, SERIES 2009 A BONDS (BANK QUALIFIED)

INTEREST RATE MATURITY DATE BOND DATE CUSIP NO.

REGISTERED OWNER:

PRINCIPAL AMOUNT:

KNOW ALL MEN BY THESE PRESENTS: That FLATWOODS-CANOE RUN PUBLIC
SERVICE DISTRICT (WEST VIRGINIA), a public service district and public corporation and political
subdivision of the State of West Virginia in Braxton County of said State (the “Issuer™), for value
received, hereby promises to pay, solely from the special funds provided therefor, as hereinafter set forth,
to the Registered Owner specified above, or registered assigns (the “Registered Owner”), on the Maturity
Date specified above, the Principal Amount specified above and solely from such special funds also to
pay interest on said Principal Amount from the Interest Payment Date (as hereinafter defined) preceding
the date of authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but
prior to the applicable Interest Payment Date or on said Interest Payment Date, from said Interest
Payment Date or, if no interest has been paid, from the Bond Date specified above, or, if and to the extent
that the Issuer shall default in the payment of interest on any Interest Payment Date, then this Bond shall
bear interest from the most recent Interest Payment Date to which interest has been paid ot duly provided
for, and in which case any Bond surrendered for transfer or exchange shall be dated as of the Interest
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Payment Date to which interest has been paid in full, at the Interest Rate per annum specified above,
semiannually, on 1 and 1, in each year, beginning
1, 2009 (each an “Interest Payment Date™), until maturity or unti} the date fixed for
redemption if this Bond is called for prior redemption and payment on such date is provided for.
Capitalized terms used and not defined herein shall have the meanings ascribed thereto in the hereinafter
described Resolution.

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be payable
by check or draft mailed by , , West Virginia, as
paying agent (in such capacity, the “Paying Agent”), to the Registered Owner hereof as of the applicable
Record Date {each < 15 and , 15) or, in the event of a default in the
payment of Bonds, that special record date to be fixed by the hereinafter named Registrar by notice given
to the Registered Owners not less than 10 days prior to said special record date at the address of such
Registered Owner as it appears on the registration books of the Issuer maintained by
, , West Virginia, as registrar (in such capacity,
the “Registrar”), or, at the option of any Registered Owner of at least $500,000 in aggregate principal
amount of Bonds, by wire transfer in immediately available funds to a domestic bank account specified in
writing by the Registered Owner to the Paying Agent at least 5 days prior to such Record Date. Principal
and premium, if any, shall be paid when due upon presentation and surrender of this Bond for payment at
the principal corporate trust office of the Paying Agent, in , West Virginia.

This Bond is one of an issue of a series of bonds, in the aggregate principal amount of
$ designated “Flatwoods-Canoe Run Public Service District Water Revenue Bonds, Series
2009 A (Bank Qualified)” (the “Bonds”), of like tenor and effect, except as to number, denomination,
date of maturity and interest rate, dated , 2009, the proceeds of which are to be used,
together with other funds of the Issuer, (i) to pay the costs of acquisition and construction of certain
additions, betterments and improvements to the System; (i) to fund a Reserve Account for the Series
2009 A Bonds (as hereinafter defined); and (jii) to pay certain costs of issuance of the Series 2009 A
Bonds and related costs. The Bonds are issued under the authority of and in full compliance with the
Constitution and statutes of the State of West Virginia, including particularly Chapter 16, Article 13A of
the West Virginia Code of 1931, as amended (the “Act™), and a resolution duly adopted by the Issuer on
2009, and supplemented by a supplemental parameters resolution duly adopted by the
Issuer on 2009 (hereinafter collectively referred to as the “Resolution™), and is subject to
all the terms and conditions of the Resolution. The Resolution provides for the issuance of additional
bouds under certain conditions, and such bonds would be entitled to be paid and secured equally and
ratably from and by the funds and revenues and other security provided for the Bonds under the
Resolution. Reference is hereby made to the Resolution, as the same may be amended and supplemented
from time to time, for a description of the rights, limitations of rights, obligations, duties and immunities
of the Issuer, the Registrar, the Paying Agent, the Registered Owners of the Bonds and the Registered
Owners of any subsequently issued additional bonds. Executed counterparts or certified copies of the
Resolution are on file at the office of the Issuer.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL RESPECTS, WITH THE
FOLLOWING OUTSTANDING WATER REVENUE BONDS OF THE ISSUER: (I) WATER
REVENUE BONDS, SERIES 1996 A (UNITED STATES DEPARTMENT OF AGRICULTURE),
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DATED JUNE 12, 1996, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$240,000 (THE “SERIES 1996 A BONDS™); (I) WATER REFUNDING REVENUE BONDS, SERIES
1996 B (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JUNE 12, 1996, ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $70,000 (THE “SERIES 1996 B
BONDS™); (Ii) WATER REVENUE BONDS, SERIES 1998 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED SEPTEMBER 24, 1998, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $890,000 (THE “SERIES 1998 B BONDS”); (IV) WATER
REVENUE BONDS, SERIES 2001 (BLUEFIELD AREA EXTENSION PROJECT), DATED
OCTOBER 18, 2001, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$2,240,000 (THE “SERIES 2001 BONDS™); (V) WATER REVENUE BONDS, SERIES 2005 A (WEST
VIRGINIA INFRASTRUCTURE FUND), DATED DECEMBER 8, 2005, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $5,085,825 (THE “SERIES 2005 A BONDS”), AND (V1)
WATER REVENUE BONDS, SERIES 2007 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED APRIL 24, 2007, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$1,014,000 (THE “SERIES 2007 A BONDS”).

The Series 1996 A Bonds, the Series 1996 B Bonds, the Series 1998 B Bonds, the Series
2001 Bonds, the Series 2005 A Bonds and the Series 2007 A Bonds are collectively referred to as the
“Prior Bonds.”

This Bond is additionally secured, but only to the extent described in the Statement of
Insurance printed on the Bonds, by a policy of financial guaranty bond insurance issued by

The Bonds of this issue are subject to redemption prior fo their stated maturity dates, as
provided in the Resolution and as set forth in the following lettered paragraphs:

(A) Optional Redemption. The Bonds are not subject to optional redemption prior
to . At the option of the Issuer, the Bonds will be subject to redemption prior to
maturity on and after , as a whole at any time and in part on any Interest

5
Payment Date, in inverse order of maturity and by random selection within maturities if less than all of
any maturity, at a redemption price (expressed as a percentage of the principal amount) set forth below,
plus interest accrued to the date fixed for redemption:

Period During Which Redeemed Redemption
(Dates Inclusive) Price
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(B) Mandatory__ Sinking Fund  Redemption. The Bonds maturing on
, are subject to mandatory sinking fund
redemption prior to maturing on of the years and in the principal amounts set forth
below, at the redemption price of 100% of the principal amount of each Bond so called for redemption
plus interest accrued to the date fixed for redemption:

Bonds Maturing

Year Principal Amount
Bonds Maturing

Year ( ) Principal Amount

Bonds Maturing

Year ) Principal Amount
Bonds Maturing

Year ( ) Principal Amount
Bonds Maturing,

Year ( ) Principal Amount

* Final Maturity

In the event of any redemption of less than all outstanding Bonds, Bonds shall be selected
for redemption by lot or in such other manner deemed appropriate by the Paying Agent. If less than all
the Bonds are to be redeemed, the Bonds to be redeemed shall be identified by reference to the Series
designation, date of issue, CUSIP numbers and Maturity Dates.

Notice of any redemption of this Bond, unless waived, shall be given by the‘PayEng

Agent on behalf of the Issuer by mailing an official redemption notice by registered or certified mail at
least 30 days and not more than 60 days prior to the date fixed for redemption to the Registered Owner of
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the Bond or Bonds to be redeemed at the address shown on the Bond Register or at such other address as
is furnished in writing by such Registered Owner to the Registrar. A copy of such notice of redemption
shall also be mailed to the Registrar. Notice of redemption having been given as aforesaid, the Bonds or
portions of Bonds so to be redeemed shall, on the Redemption Date, become due and payable at the
redemption price therein specified, and from and after such date (unless the Issuer shall default in the
payment of the redemption price) such Bonds or portions of Bonds shall cease to bear interest.

Failure to receive such notice or any defect therein or in the mailing thereof shall not
affect the validity of proceedings for the redemption of this Bond.

This Bond is payable only from and secured by a pledge of the Net Revenues (as defined
in the Resolution) to be derived from the operation of the System, on a parity with the pledge of Net
Revenues in favor of the holders of the Prior Bonds, and from monies in the reserve account created
under the Resolution for the Bonds (the “Series 2009 A Bonds Reserve Account”) and unexpended
proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the principal of and interest on all
bonds which may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged for
such purpose. This Bond does not constitute an indebtedness of the Issuer within the meaning of any of
the provisions or limitations of the constitution, nor shall the Issuer be obligated to pay the same, except
from said special fund provided from the Net Revenues, the monies in the Series 2009 A Bonds Reserve
Account and unexpended proceeds of the Bonds. Pursuant to the Resolution, the Issuer has covenanted
and agreed to establish and maintain just and equitable rates and charges for the use of the System and the
services rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at least 120% of the maximum amount payable in any fiscal year for principal
of and interest, if any, on the Bonds and all other obligations secured by a lien on or payable from such
revenues on a parity with ot subordinate to the Bonds, including the Prior Bonds.

All monies received from the sale of this Bond except for accrued interest thereon shall
be applied solely to pay costs of acquisition and construction of certain additions, betterments and
improvements to the System, fund a reserve account for the Series 2009 A Bonds and pay costs of
issuance hereof, and there shalf be, and hereby is, created and granted a lien upon such monies, until so
applied, in favor of the registered owner of this Bond.

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 do 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 obligations of said Issuer, does not exceed any limit
prescribed by the Constitution or statutes of the State of West Virginia, and that a sufficient amount of the
Net Revenues of the System has been pledged to and will be set aside into said special fund by said Issuer
for the prompt payment of the principal of and interest on the Bonds of which this Bond is one.

This Bond, under the provisions of the Act is and has all the qualities and incidents of, a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may be
transferred only upon the surrender hereof at the office of the Registrar and otherwise as provided by the
Resolution.
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This Bond is, under the Act, exempt from taxation by the State of West Virginia, and the
other taxing bodies of the State.

This Bond has been designated a “qualified tax-exempt obligation” within the meaning of
Section 265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.

This Bond shall not be entitled to any benefit under the Resolution, or become valid or
obligatory for any purpose, until the certificate of authentication and registration hereon shall have been

signed by the Registrar.

All provisions of the Resolution and the statutes under which this Bond is issued shall be
deemed to be a part of the contract evidenced by this Bond to the same extent as if written fully herein.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, FLATWOODS-CANOE RUN PUBLIC SERVICE
DISTRICT (WEST VIRGINIA) has caused this Bond to be signed by its Chairman, and its corporate seal
to be imprinted hereon and attested by its Secretary, and has cansed this Bond to be dated as of the Bond

Date specified above.

[SEAL]
(Manual or Facsimile Signature)
Chairman

ATTEST:

{(Manual or Facsimile Signature)
Secretary
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the fully registered Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner on the date set forth below.
Attached hereto is the complete text of the opinion of Steptoe & Johnson PLLC, bond counsel, signed
originals of which are on file with the Registrar, delivered and dated on the date of the original delivery of
and payment for the Bonds:;

Dated: , , 2009,

as Registrar

By

Its Authorized Officer
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(Form of)
ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED, the undetsigned hereby sells, assigns and transfers unto
the within Bond and does hereby irrevocably constitute and appoint
to transfer the said Bond on the books kept for
registration thereof with full power of substitution in the premises.

Dated: , 2009,

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

{Authorized Officer)

NOTICE: The Assignor’s sagna‘mre to this Assignment must correspond with the name
as it appears upon the face of the within Bond in every particular, without alteration or any change
whatever.
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SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL ~ RESOLUTION PROVIDING
PARAMETERS AS TO DATES, AMOUNTS,
MATURITIES, INTEREST RATES, REDEMPTION
PROVISIONS, PURCHASE PRICE AND OTHER
DETAILS AS TO THE WATER REVENUE BONDS,
SERIES = 2009 A. (BANK QUALIFIED) OF
FLATWOODS-CANOE RUN PUBLIC SERVICE
DISTRICT; AUTHORIZING AND APPROVING A
BOND PURCHASE AGREEMENT, A COMMITMENT
FOR MUNICIPAL BOND
INSURANCE, A CONTINUING DISCLOSURE-
AGREEMENT, A REGISTRAR AGREEMENT, AN
OFFICIAL STATEMENT, AND OTHER
INSTRUMENTS RELATING TO THE BONDS
APPOINTING A REGISTRAR, PAYING AGENT, AND
DEPOSITORY BANK; AND MAKING OTHER
PROVISIONS AS TO THE BONDS.

WHEREAS, Flatwoods-Cance Run Public Service District (the
“Issuer”), in the County of Braxton, State of West Virginia, is a public service district
and public corporation of said State, the governing body of which is this public service
board (the “Governing Body™);

WHEREAS, the Governing Body duly adopted on August 10, 2009, a
resolution (the “Resolution”™) entitled: :

A RESOLUTION AUTHORIZING THE ISSUANCE OF
WATER REVENUE BONDS, SERIES 2009 A (BANK
QUALIFIED), OF THE DISTRICT IN THE
AGGREGATE PRINCIPAL AMOUNT OF NOT MORE
THAN $2,300,000, THE PROCEEDS OF WHICH
SHALL BE EXPENDED TO FINANCE THE
ACQUISITION AND CONSTRUCTION OF CERTAIN
ADDITIONS AND IMPROVEMENTS 7TO THE
DISTRICT’S EXISTING WATERWORKS
TREATMENT AND DISTRIBUTION SYSTEM AND
TO PAY COSTS IN CONNECTION THEREWITH;
PROVIDING FOR THE RIGHTS AND REMEDIES OF,
AND THE SECURITY FOR, THE REGISTERED
OWNERS OF SUCH BONDS; AUTHORIZING A
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BOND PURCHASE AGREEMENT, AN OFFICIAL
STATEMENT, A CONTINUING DISCLOSURE
AGREEMENT AND  OTHER  DOCUMENTS;
AUTHORIZING THE SALE AND PROVIDING FOR
THE TERMS AND PROVISIONS OF SUCH BONDS
AND ADOPTING OTHER PROVISIONS WITH
RESPECT TO SUCH BONDS.

WHEREAS, capitalized terms used herein and ot otherwise defined herein
shall have the meanings set forth in the Resolution when used herein,

WHEREAS, the Resolution provided for the issuance by the Issuer of its
Water Revenue Bonds, Series 2009 A (Bank Qualified) in the aggregate principal amount
of not more than $2,300,000 (the “Series 2009 A Bonds™), for the purposes of paying a
portion of the costs of acquisition and construction of additions, betterments and
improvements to the System capitalizing interest on the Series 2009 A Bonds, funding a
reserve account for the Series 2009 A Bonds and paying costs of issuance thereof, all in
accordance with Chapter 16, Article 13A of the West Virginia Code of 1931, as amended
(the “Act™;

WHEREAS, the Resolution further provided that the exact dates, amounts,
maturities, interest rates, redemption provisions, purchase price and other terms of the
Series 2000 A Bonds should be established by a supplemental resolution, that a Registrar,
Paying Agent and Depository Bank be designated, that a Bond Purchase Agreement, a
Continning Disclosure Agreement, a Registrar Agreement and an Official Statement be
approved and that other matters pertaining to the Series 2009 A Bonds be provided for by
a supplemental resolution of the Governing Body, that additional covenants and
provisions relating to the Bonds be provided therein, and that other matters pertaining to
the Series 2009 A Bonds be provided for by a supplemental resolution of this Board;

WHEREAS, the Series 2009 A Bonds are proposed to be purchased by Crews
& Associates, Inc., (the “Original Purchaser”), pursuant to a Bond Purchase Agreement
between the Original Purchaser and the Issuer, to be dated the date of execution thereof
and in genera) form attached hereto and incorporated herein by reference (the “Bond
Purchase Agreement’);

WHEREAS, the Governing Body wishes to delegate to the Chairman the
authority to approve, within the parameters set forth herein and in the Resolution, the final
terms and provisions of all documents relating to the Series 2009 A Bonds (the “Bond
Documents™), without the requirement of further official action by this Board; and

WHEREAS, the Governing Body deems it essential and desirable that this
Supplemental Resolution be adopted, that the Bond Purchase Agreement, the Continuing
Disclosure Agreement and the Registrar Agreement hereinafter provided for be entered

2
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into by the Issuer, that the Official Statement relating to the Series 2009 A Bonds,
hereinafter described, be approved, that the Issuer’s Chairman be authorized to enter into
the Bond Purchase Agreement within the parameters hereby approved by the Board, and
that other matters relating to the Series 2009 A Bonds be herein provided for, all in
accordance with said Resolution,

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY
OF FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT:

Section ]. Pursuant to the Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the Series
2009 A Bonds. The Series 2009 A Bonds shall be issued in the aggregate principal
amount not to exceed $2,300,000, bear interest at a rate not to exceed 8% payable
semiannually as shown on the Certificate of Determinations shall mature in 30 years as
shown on the Certificate of Determinations, shall be dated such date, upon original
issuance, shall mature in such principal amounts on such dates, shall be subject to such
redemption provisions, all as shall subsequently be approved by the Chairman; and shall
be substantially in the form set forth in the Resolution, provided however, that the specific
terms of the Series 2009 A Bonds shall be as determined by the Chairman at the time of
the execution of the Bond Purchase Agreement and as approved by the Chairman in the
Certificate of Series 2009 A Bonds Determinations attached hereto as EXHIBIT A, All
other provisions relating to the Series 2009 A Bonds shall be as provided in the
Resolution, and the Series 2009 A Bonds shall be in substantially the form provided in the
Resolution.

Section 2. The Bond Purchase Agreement by and between the Original
Purchaser and the lIssuer, substantiaily in the form submitted to this meeting, and the
execution and delivery (in multiple counterparts) by the Chairman thereof shall be and the
same are hereby authorized, approved, and directed. The Chairman shall execute the
Bond Purchase Agreement on behalf of the District with such changes, insertions and
omissions as may be approved by the Chairman. The execution of the Bond Purchase
Agreement by the Chairman shall be conclusive evidence of any approval required by this
Section, and authorization of any action required by the Bond Purchase Agreement
relating to the issuance and sale of the Series 2009 A Bonds, including the payment of all
necessary fees and expenses in connection therewith.

Section 3.  The Continuing Disclosure Agreement by and between the Issuer
and the Original Purchaser, to be dated as of the date of delivery of the Series 2009 A
Bonds, substantially in the form submitted to this meeting, and the execution and delivery
(in multiple counterparts) by the Chairman thereof shall be and the same are hereby
authorized, approved and directed. The Chairman shall execute and deliver the
Continuing Disclosure Agreement with such changes, insertions and omissions as may be
approved by the Chairman. The execution of the Continuing Disclosure Agreement by
the Chairman shall be conclusive evidence of any approval required by this Section.

Section 4. The Official Statement to be substantially in the form attached
hereto (with such changes, insertions and omissions as may be necessary or advisable in
the opinion of the Chairman), and the distribution of counterparts or copies thereof by the
Original Purchaser are hereby approved. The Chairman shall execute and deliver the
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Official Statement with such changes, insertions and omissions as may be approved by
the Chairman. The execution of the Official Statement by the Chairman shall be
conclusive evidence of any approval required by this Section, The certificate of the Issuer
relating to compliance with SEC Rule 15¢2-12 and the execution and delivery thereof by
the Chairman is hereby ratified and approved.

Section 5. The Registrar Agreement by and between the Issuer and the
Registrar designated herein, to be dated as of the date of delivery of the Series 2009 A
Bonds, substantially in the form submitted to this meeting, shall be and the same is hereby
approved. The Chairman shall execute and deliver the Registrar Agreement with such
changes, insertions and omissions as may be approved by the Chairman. The execution
of the Registrar Agreement by the Chairman shall be conclusive evidence of any approval
required by this Section.

Section 6. The firm of Steptoe & Johnson PLLC, Charleston,
West Virginia, is hereby appointed bond counsel to the Issuer in connection with the
issuance of the Series 2009 A Bonds.

Section 7.  The Issuer does hereby appoint and designate United Bank, Inc.,
Charleston, West Virginia for the purpose of serving in the capacity of Registrar.

Section 8. The Issuer does hereby appoint and designate the Bank of
Gassaway as the depository Bank.

Section 9.  The Issuer does hereby appoint and designate the West Virginia
Municipal Bond Commission for the purpose of serving in the capacity of Paying Agent.

Section 10. The notice addresses for the Registrar, Paying Agent and
Original Purchaser shall be as follows:

REGISTRAR

United Bank, Inc.
Charleston, West Virginia

PAYING AGENT

West Virginia Municipal Bond Commission
#8 Capitol Street, Suite 500

Charleston, West Virginia 25301

Attention: Executive Director

ORIGINAL PURCHASER

Crews & Associates, Inc.

300 Sumimers Street, Suite 930
Charleston, West Virginia 25301
Attention: Public Finance
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Section 11. The Chairman and Secretary are hereby authorized and directed
to execute and deliver such other documents and certificates, including a tax and arbitrage
certificate, required or desirable in connection with the Series 2009 A Bond issue to the
end that the Series 2009 A Bonds may be delivered on a timely basis to the Original
Purchaser pursuant to the Bond Purchase Agreement.

Section 12. The financing of the project with proceeds of the Series 2009 A
Bonds is in the public interest, serves a public purpose of the Issuer and will promote the

health, welfare and safety of the residents of the Issuer.

Section 13. This Supplemental Resolution shall be effective immediately.

Remainder of Page Intentionaily Left Blank]



Adopted this 10th day of August, 2009,

2807 S Ao

Chairman

CH4966588.1
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CERTIFICATION

Certified a true, correct and complete copy of a Supplemental Resolution duly
adopted by the Public Service Board of FLATWOODS-CANOE RUN PUBLIC
SERVICE DISTRICT on the 10th day of August, 2009,

Dated this 21st day of August, 2009,

[SEAL] (/
Secretary 7

08.14.08
262120.66004
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EXHIBIT A
FORM OF CERTIFICATE OF SERIES 2009 A BONDS DETERMINATIONS

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 A (BANK QUALIFIED)

'CERTIFICATE OF DETERMINATIONS

The undersigned, Eldred Drake, Chairman of Flatwoods-Canoe Run Public
Service District (the “Issuer”), in accordance with the Supplemental Parameters Resolution
adopted by the Public Service Board of the Issuer on August 21, 2009 (the “Supplemental
Parameters Resolution”), with respect to the Issuer’s Water Revenue Bonds, Series 2000 A
(the “Series 2009 A Bonds™), hereby finds and determines as follows:

1. The Series 2009 A Bonds shall be dated the date of closing thereon
(estimated to be August 21, 2009) and shall bear interest on and
of each year commencing , 2009,

2. The Series 2009 A Bonds shall be issued in the aggregate principal amount
of $ , at a true interest cost of %. Such interest rates do not
exceed 8%, being the maximum interest rate authorized by the Supplemental Parameters
Resolution.

3. The Series 2009 A Bonds shall mature in the amounts and on the dates and
shall be subject to mandatory sinking fund redemption in the amounts and on the dates set
forth on Schedule ! attached hereto and incorporated herein.

4, The Series 2009 A Bonds shall bear interest at the rates and produce the
yields set forth on Schedule 1 attached hereto and incorporated herein.

5. The Series 2009 A Bonds shall be subject to optional and mandatory
redemption as set forth on Schedule 2 attached hereto and incorporated herein.

6. The Series 2009 A Bonds shall be sold to Crews & Associates, Inc., (the
“Underwriter”), pursuant to the terms of the Bond Purchase Agreement by and between the

Underwriter and the Issuer, at an aggregate putchase price of § (representing
par value less an Underwriter’s discount of § and a net original issue
discount of $ ).




7. The forms of the Bond Purchase Agreement, the Continuing Disclosure
Agreement, the Registrar Agreement and Official Statement aftached hereto are hereby
approved.

The undersigned hereby certifies that the foregoing terms and conditions of the
Series 2009 A Bonds are within the parameters prescribed by the Supplemental Parameters
Resolution, and the Series 2009 A Bonds thay be issued with such terms and conditions as
authorized by the Supplemental Parameters Resolution.

[Remainder of Page Intentionally Left Blank]



WITNESS my signature this 21st day of August, 2009.

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

By:

Its: Chairman

CH4966588.1



Schedule 1

SERIES 2009 A BOND TERMS

Mandatory Sinking Fund Redemption and Maturity

Maturity Date or
Sinking Fund  Principal Interest Price or
Bond No. (December 1} Amount Rate Yield CUSIP No.
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CH4966588.1

Schedule 2

Redemption Provisions;

Optional Redemption

The Series 2009 A Bonds maturing on or after ,20 , are
subject to redemption on or after ' , 20, at the option of
the Board, in whole at any time or in part on any interest payment date, from
any moneys available for such purpose, at the applicable Redemption Price
(expressed as a percentage of principal amount to be so redeemed) set forth
in the table below, plus interest, if any, accrued to the date fixed for

redemption:

Redemption Period Redemption Price
,20 __ and thereafter  100%

Tn the event of such optional redemption, the Board may direct the maturity
or maturities of the Bonds and the amounts thereof to be redeemed,
provided that the Bonds will be redeemed in whole multiples of $5,000 in
principal amount and in the minimum principal amount of §$50,000.



CERTIFICATE OF DETERMINATIONS

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 A (BANK QUALIFIED)

CERTIFICATE OF DETERMINATIONS

The undersigned, Eldred. Drake, Chairman of Flatwoods-Canoe Run Public
Service District (the “Issuer™), in accordance with the Supplemental Parameters Resolution
adopted by the Public Service Board of the Issuer on August 10, 2009 (the “Supplemental
Parameters Resolution”), with respect to the Issuer’s Water Revenue Bonds, Series 2009 A
(the “Series 2009 A Bonds”), hereby finds and determines as follows:

1. The Series 2009 A Bonds shall be dated the date of closing thereon
(estimated to be August 21, 2009) and shall bear interest on March 1 and September 1 of
ecach year commencing March 1, 2010

2. The Series 2009 A Bonds shall be issued in the aggregate principal amount
of $2,175,000, at a true interest cost of 6.1781121%. Such interest rates do not exceed 8%,
being the maximum interest rate authorized by the Suppiemental Parameters Resolution.

3. The Series 2009 A Bonds shali mature in the amounts and on the dates and
shall be subject to mandatory sinking fund redemption in the amounts and on the dates set
forth on Schedule 1 attached hereto and incorporated herein.

4, The Series 2009 A Bonds shall bear interest at the rates and produce the
yields set forth on Schedule 1 attached hereto and incorporated herein.

5. The Series 2009 A Bonds shall be subject to optional and mandatory
redemption as set forth on Schedule 2 attached hereto and incorporated herein.

6. The Series 2009 A Bonds shall be sold to Crews & Associates, Inc., (the
“(nderwriter’”), pursuant to the terms of the Bond Purchase Agreement by and between the
Underwriter and the Issuer, at an aggregate purchase price of $2,086,252 (representing par
value less an Underwriter's discount of $38,062.50 and a net original issue discount of
$50,685.50).

7. The forms of the Bond Purchase Agreement, the Continuing Disclosure
Agreement, the Registrar Agreement and Official Statement attached hereto are hereby
approved.

The undersigned hereby certifies that the foregoing terms and conditions of the
Series 2009 A Bonds are within the parameters prescribed by the Supplemental Parameters
Resolution, and the Series 2009 A Bonds may be issued with such terms and conditions as
authorized by the Supplemental Parameters Resolution.



WITNESS my signature this 21st day of August, 2009.

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

o Ul £l
ts: Chairman




Bond No,

R-1
R-2
R-3
R-4

Schedule 1

SERIES 2009 A BOND TERMS

Mandatory Sinking Fund Redemption and Maturity

Maturity Date or

Sinking Fund  Principal Interest Price or
{(December 1)  Amount Rate Yield

9/01/2019 $335,000 5.250% 5.250%
9/01/2024 $290,000 5.500% 5.500%
9/01/2029 $380,000 5.500% 5.750%

9/01/2039 $1,170,000 6.000% 6.250%

CUSIP No.

33886A AAS
33886A AB3
33886A ACI
33886A ADY



Schedule 2

Redemption Provisions:

Optional Redemption
The Series 2009 A Bonds maturing on or after ,20  , are
subject to redemption on or after , 20, at the option of

the Board, in whole at any time or in part on any interest payment date, from
any moneys available for such purpose, at the applicable Redemption Price
(expressed as a percentage of principal amount to be so redeemed) set forth
in the table below, plus interest, if any, acerued to the date fixed for
redemption:

Redemption Period Redemption Price
,20 _ and thereafter 100%

In the event of such optional redemption, the Board may direct the maturity
or maturities of the Bonds and the amounts thereof to be redeemed,
provided that the Bonds will be redeemed in whole multiples of $5,000 in
principal amount and in the minimum principal amount of $50,000.



$2,175,000

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT (WEST VIRGINIA)
Water Revenue Bonds, Series 2009 A (Bank Qualified)

CROSS-RECEIPT FOR BONDS AND BOND PROCEEDS

On the 21st day of August, 2009, the undersigned, Gregory B. Isaacs, Senior Managing
Director of Crews & Associates, Inc. (the "Underwriter™, for and on behalf of the Underwriter, and the
Chairman of Flatwoods-Canoe Run Public Service District (the "Issuer™), for and on behalf of the Issuer,
hereby certify as follows: ‘

1. On the 21st day of August, 2009, in Charleston, West Virginia, the Underwriter
received the entire original issue of $2,175,000 in aggregate principal amount of the Flatwoods-Canoe
Run Public Service District (West Virginia) Water Revenue Bonds, Series 2009 A (Bank Qualified) (the
"Series 2009 A Bonds™). The Bonds, as so received on original issuance, are in various denominations,
are all dated August 21,2009, and are numbered from R-1, upward in order of maturity, and are
registered in the name of "CEDE & CO."

2. At the time of such i‘eceipt of the Bonds, they had been executed by the
Chairman of the Issuer by his manual signature, and the official seal of the Issuer had been impressed
upon each Bond and attested by the Secretary of the Issuer by his manual signature, and had been
authenticated by an authorized officer of United Bank, Inc., as Registrar.

3. The Issuer has received and hereby acknowledges receipt from the Underwriter,
as the original purchaser of the Bonds, the proceeds of the Bonds, as follows:

Par Amount $2,175,000.00

Less: Underwriter's Discount ($38,062.50)

Net Original Issue Discount ($50.685.50)
Total $2.086,252.00

Payment for the Bonds was made in immediately available funds (federal funds wire) in
the amount of $2,086,252.

CH4966505.1
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WITNESS our respective signatures as of the day and year first stated above.

CREWS & ASSOCIATES, INC.

Its: Senior Managing Director

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

0t L L

its: Chairman




$2,175,000

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT (WEST VIRGINIA)
Water Revenue Bonds. Series 2009 A (Bank Qualified)

DIRECTION TO AUTHENTICATE AND DELIVER BONDS

United Bank, Inc., as Registrar
Charleston, West Virginia

Ladies and Gentlemen:

On the 21st day of August, 2009, there are delivered to you herewith as Registrar for the
above-captioned Bonds:

1. Bonds Nos. R-1 through R-4, inclusive, constituting the entire original issue of
the Flatwoods-Canoe Run Public Service District Water Revenue Bonds, Series 2009 A (Bank Qualified),
dated August 21, 2009, in the aggregate principal amount of $2,175,000, (the "Bonds"), executed by the
Chairman and Secretary of Flatwoods-Canoe Run Public Service District (the "Issuer") and bearing the
official seal of the Issuer. The Bond is authorized to be issued under and pursuant to a Resolution
adopted by the Issuer on August 10, 2009, as supplemented by a Supplemental Resolution adopted by the
Issuer on August 10, 2009, (collectively, the "Resolution").

2. Copies of the Resolution, certified by the Secretary of the Issuer.

3. A list of the names in which the Bonds are to be registered upon original
issuance, together with taxpayer identification and other information as requested by you.

4. A signed, unqualified approving opinion of Steptoe & Johnson PLLC, as bond
counsel.

You are hereby requested and authorized, pursuant to Section 3.12 of the Resolution, to
authenticate, register and deliver the Bonds to the Depository Trust Company, New York, New York, for
the account of Crews & Associates, Inc., as the original purchaser thereof.

CH4966612.1




Dated as of the day and year first stated above.

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

its: Chairman

08.14.08
29212004004
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Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New
York corporation (“DTC™), to Issuer or its agent for registration of transfer, exchange, or payment, and
any Bond issued is registered in the name of Cede & Co. or in such other name as is requested by an
authorized tepresentative of DTC (and any payment is made o Cede & Co. or to such other eatity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the
registered owner hereof, Cede & Co., has an interest herein.

No. R-1 $335,000

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)
WATER REVENUE BOND, SERIES 2009 A BONDS (BANK QUALIFIED)

INTEREST RATE MATURITY DATE BOND DATE CUSIP NO,

5.25% Septetnber 1, 2019 August 21,2009 33886A AAS

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: THREE HUNDRED AND THIRTY FIVE THOUSAND
DOLLARS ($335,000)

KNOW ALL MEN BY THESE PRESENTS: That FLATWOODS-CANOE RUN PUBLIC
SBRVICE DISTRICT (WEST VIRGINIA), a public service district and public corporation and political
subdivision of the State of West Virginia in Braxton County of said State (the “Issuer™), for value
received, hereby promises to pay, solely fiom the special funds provided therefor, as hereinafter set forth,
to the Registered Owner specified above, or registered assigns (the “Registered Owner™), on the Maturity
Date specified above, the Principal Amount specified above and solely from such special funds also to
pay interest on said Principal Amount from the Interest Payment Date (as hereinafter defined) preceding
the date of authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but
prior to the applicable Interest Payment Date or on said Inferest Payment Date, from said Interest
Payment Date or, if no interest has been paid, from the Bond Date specified above, or, if and to the extent
that the Issuer shall defauit in the payment of interest on any Interest Payment Date, then this Bond shall
bear interest from the most recent Interest Payment Date to which interest has been paid or duly provided



for, and in which case any Bond surrendered for transfer or exchange shall be dated as of the Interest
Payment Date to which interest has been paid in full, at the Interest Rate per annum specified above,
semiannually, on March | and September 1, in each year, beginning March 1, 2010 (each an “Interest
Payment Date™), until maturity or until the date fixed for redemption if this Bond is called for prior
redemption and payment on such date is provided for. Capitalized terms used and not defined herein shali
have the meanings ascribed thereto in the hereinafier described Resolution.

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be payable
by check or draft mailed by the West Virginia Municipal Bond Commission, Charleston, West Virginia,
as paying agent (in such capacity, the “Paying Agent™), to the Registered Owner hereof as of the
applicable Record Date (each February 15 and August 15) or, in the event of a defauit in the payment of
Bonds, that special record date to be fixed by the hereinafter named Registrar by notice given to the
Registered Owners not less than 10 days prior to said special record date at the address of such Registered
Owner as it appears on the registration books of the Issuer maintained by United bank, Inc., Charleston
West Virginia, as registrar (in such capacity, the “Registrar”), or, at the option of any Registered Owner
of at least $500,000 in aggregate principal amount of Bonds, by wire transfer in immediately available
funds to a domestic bank account specified in writing by the Registered Qwner to the Paying Agent at
least 5 days prior to such Record Date. Principal and premium, if any, shall be paid when due upon
presentation and surrender of this Bond for payment at the principal corporate trust office of the Paying
Agent, in Charleston, West Virginia.

This Bond is one of an issue of a series of bouds, in the aggregate principal amount of
$2,175,000 designated “Flatwoods-Canoe Run Public Service District Water Revenue Bonds, Series 2009
A (Bank Qualified)” (the “Bonds”), of like tenor and effect, except as to number, denominatjon, date of
maturity and interest rate, dated August 21, 2009, the proceeds of which are to be used, together with
other funds of the Issuer, (i) to pay the costs of acquisition and construction of certain additions,
betterments and improvements to the System; (ii) to fund a Reserve Account for the Series 2009 A Bonds
(as hereinafter defined); and (iii) to pay certain costs of issuance of the Series 2009 A Bonds and related
costs. The Bonds are issued under the authority of and in full compliance with the Caonstitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the “Act™), and a resolution duly adopted by the Issuer on August 10, 2009,
and supplemented by a supplemental parameters resolution duly adopted by the Issuer on August 10,
2009 (hereinafter collectively referred to as the “Resolution”™), and is subject to all the terms and
conditions of the Resolution. The Resolution provides for the Issuance of additional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equaily and ratably from and by the
funds and revenues and other security provided for the Bonds under the Resolution. Reference is hereby
made to the Resolution, as the same may be amended and supplemented from time fo time, for a
description of the rights, limitations of rights, obligations, duties and immunities of the Issuer, the
Registrar, the Paying Agent, the Registered Owners of the Bonds and the Registered Owners of any
subsequently issued additional bonds. Executed counterparts or certified copies of the Resolution are on
file at the office of the Issuer.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL RESPECTS, WITH THE
FOLLOWING OUTSTANDING WATER REVENUE BONDS OF THE ISSUER: {I) WATER
REVENUE BONDS, SERIES 1996 A (UNITED STATES DEPARTMENT OF AGRICULTURE}),



DATED JUNE 12, 1996, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$240,000 (THE “SERIES 1996 A BONDS™); (1) WATER REFUNDING REVENUE BONDS, SERIES
1996 B (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JUNE 12, 1996, ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $70,000 (THE “SERIES 1996 B
BONDS”), (III) WATER REVENUE BONDS, SERIES 1998 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED SEPTEMBER 24, 1998, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $890,000 (THE “SERIES 1998 B BONDS™); (JV) WATER
REVENUE BONDS, SERIES 2001 (BLUEFIELD AREA EXTENSION PROJECT), DATED
OCTORER 18, 2001, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$2,240,000 (THE “SERIES 2001 BONDS”); (V) WATER REVENUE BONDS, SERIES 2005 A (WEST
VIRGINIA INFRASTRUCTURE FUND), DATED DECEMBER 8, 2005, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $5,085,825 (THE “SERIES 2005 A BONDS™); AND (VD)
WATER REVENUE BONDS, SERIES 2007 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED APRIL 24, 2007, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$1,014,000 (THE “SERIES 2007 A BONDS™).

The Series 1996 A Bonds, the Series 1996 B Bonds, the Series 1998 Bl Bonds, the Series
2001 Bonds, the Series 2005 A Bonds and the Series 2007 A Bonds are collectively referred to as the
“Prior Bonds.”

The Bonds of this issue are subject to redemption priot to their stated maturity dates, as
provided in the Resolution and as set forth in the following lettered paragraphs:

(A) Optional Redemption. The Bonds are not subject to optional redemption prior
to September 1, 2016. At the option of the Issuer, the Bonds will be subject to redemption prior to
maturity on and after September 1, 2016 as a whole in part, in inverse order of maturity and by random
selection within maturities if less than all of any maturity, at a redemption price equal to the principal
amount thereof, plus interest accrued to the date fixed for redemption:

B) Mandatory Sinking Fund Redemption, The Bonds maturing on the dates set
forth below, are subject to mandatory sinking fund redemption prior to maturing on September | of the
years and in the principal amounts set forth below, at the redemption price of 100% of the principal
amount of each Bond so called for redemption pius interest accrued to the date fixed for redemption:

Ronds Maturing Septemmber 1, 2019

Year Principal Amount
2012 $35,000
2013 $35,000
2014 540,000
2015 $40,000
2016 $45,000
2017 $45,000
2018 545,000

2019 (maturity) $56,000



Bonds Maturing, Ségtember 1,.2024

Year Principal Amount
2020 £50,000 -
2021 $55,000
2022 360,000
2023 $60,000
2024 (maturity) $65,000

Bonds Maturing September 1, 2029

Year Principal Amount
2025 $70,000
2026 $70,000
2027 575,000
2028 $80,000
2029 (maturity) $85,000

BRonds Maturine September 1, 2039

Year Pringipal Amount
2030 - § 90,000
2031 $ 95,000
2032 $100,000
2033 $105,600
2034 $110,000
2035 $120,000
2036 $125,000
2037 $135,000
2038 $140,000
2039 (maturity) $150,000

In the event of any redemption of less than all outstanding Bonds, Bonds shall be selected
for redemption by lot or in such other manner deemed appropriate by ihe Paying Agent. If less than all
the Bonds are to be redeemed, the Bonds to be redeemed shall be identified by reference to the Series
designation, date of issue, CUSIP numbers and Maturity Dates.

Notice of any redemption of this Bond, unless waived, shall be given by the Paying
Agent on behalf of the Issuer by mailing an official redemption notice by registered or certified mail at
least 30 days and not more than 60 days prior to the date fixed for redemption to the Registered Owner of
the Bond or Bonds to be redeemed at the address shown on the Bond Register or at such other address as
is furnished in writing by such Registered Owner to the Registrar. A copy of such notice of redemption
shall also be mailed to the Registrar. Notice of redemption having been given as aforesaid, the Bonds or
portions of Bonds so fo be redeemed shall, on the Redemption Date, become due and payable at the




redemption price therein specified, and from and after such date (unless the Issuer shall default in the
payment of the redemption price) such Bonds or portions of Bonds shall cease to bear interest.

Faifure to receive such notice or any defect therein or in the mailing thereof shall not
affect the validity of proceedings for the redemption of this Bond.

This Bond is payable only from and secured by a pledge of the Net Revenues {as defined
in the Resolution) to be derived from the operation of the System, on a parity with the pledge of Net
Revenues in favor of the holders of the Prior Bonds, and from monies in the reserve account created
under the Resolution for the Bonds (the “Series 2009 A Bonds Reserve Account”) and unexpended
proceeds of the Bonds. Such Net Revenues shail be sufficient to pay the principal of and interest on-all
bonds which may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged for
such purpose. This Bond does not constitute an indebtedness of the Issuer within the meaning of any of
the provisions or limitations of the constitution, nor shall the Issuer be obligated to pay the same, except
from said special fund provided from the Net Revenues, the monies in the Series 2009 A Bonds Reserve
Account and unexpended proceeds of the Bonds. Pursuant to the Resolution, the Issuer has covenanted
and agreed to establish and maintain just and equitable rates and charges for the use of the System and the
services rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and to leave &
balance each year equal to at least 120% of the maximum amount payable in any fiscal year for principal
of and interest, if any, on the Bonds and all other obligations secured by a lien on or payable from such
revenues on a parity with or subordinate to the Bonds, including the Prior Bonds.

All monies received from the sale of this Bond except for accrued interest thereon shall
be applied solely to pay costs of acquisition and construction of certain additions, betterments and
improvements to the System, fund a reserve account for the Series 2009 A Bonds and pay costs of
issuance hereof, and there shall be, and hereby is, created and granted a lien upon such monies, until so
applied, in favor of the registered owner of this Bond.

IT 1S 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 do 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 obligations of said Issuer, does not exceed any limit
prescribed by the Constitution or statutes of the State of West Virginia, and that a sufficient amount of the
Net Revenues of the System has been pledged to and will be set aside into said special fund by said Issuer
for the prompt payment of the principal of and interest on the Bonds of which this Bond is one.

This Bond, under the provisions of the Act is and has all the gualities and incidents of, a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may be
transferred only upon the surrender hereof at the office of the Registrar and otherwise as provided by the
Resolution. '

This Bond is, under the Act, exempt from taxation by the State of West Virginia, and the
other taxing bodies of the State.



This Bond has been designated a “qualified tax-exempt obligation” within the meaning of
Section 265(b)(3)(B) of the Internal Revenue Code of 1686, as amended.

This Bond shall not be entitled to any benefit under the Resolution, or become valid or
obligatory for any purpose, until the certificate of authentication and registration hereon shali have been
signed by the Registrar.

All provisions of the Resolution and the statutes under which this Bond is issued shall be
deemed to be a part of the contract evidenced by this Bond fo the same extent as if written fully herein.

{Remainder of Page Intentionally Left Blank]



IN WITNESS WHEREOF, FLATWOODS-CANOE RUN PUBLIC SERVICE
DISTRICT (WEST VIRGINIA) has caused this Bond to be signed by its Chairman, and its corporate seal
to be imprinted hereon and attested by its Secretary, and has caused this Bond to be dated as of the Bond
Date specified above.

[SEAL)

e W W

Chairman

ATTEST:

o W/’;«f/

Secretary




CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the fully registered Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner on the date set forth below.
Attached hereto is the complete text of the opinion of Steptoe & Johnson PLLC, bond counsel, signed
originals of which are on file with the Registrar, delivered and dated on the date of the original delivery of

and payment for the Bonds.

Dated: August 21, 2009,

UNITED BANK, INC,
as Registrar

By J&JMM aﬁéa’;:w’/‘

Its Authorized Officer <~




(Form of}

ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
the within Bond and does hereby irrevocably constitute and appoint
to transfer the said Bond on the books kept for
registration thereof with full power of substitution in the premises.

Dated: , 2009,

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor’s signature to this Assignment must correspond with the name
as it appears upon the face of the within Bond in every particular, without alteration or any change
whatever.



Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New
York corporation (“DTC”), to Issuer or its agent for registration of transfer, exchange, or payment, and
any Bond issued is registered in the name of Cede & Co. or in such other name as is requested by an
authorized representative of DTC (and any payment is made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the
registered owner hereof, Cede & Co., has an interest herein,

No. R-2 $290,000
UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)

WATER REVENUE BOND, SERIES 2009 A BONDS (BANK QUALIFIED)

INTEREST RATE MATURITY DATE BOND DATE CUSIP NQ.,

5.500% September 1, 2024 August 21, 2009 33886A AB3

REGISTERED OWNER: CEDE & CO,

PRINCIPAL AMOUNT: TWO HUNDRED AND NINETY THOUSAND
DOLLARS ($290,000)

KNOW ALL MEN BY THESE PRESENTS: That FLATWOODS-CANOE RUN PUBLIC
SERVICE DISTRICT (WEST VIRGINIA), & public service district and public corporation and political
subdivision of the State of West Virginia in Braxton County of said State (the “Issuer™), for value
received, hereby promises to pay, solely from the special funds provided therefor, as hereinafter set forth,
to the Registered Owner specified above, or registered assigns (the “Registered Owner™), on the Maturity
Date specified above, the Principal Amount specified above and solely from such special funds also to
pay interest on said Principal Amount from the Interest Payment Date (as hereinafter defined) preceding
the date of authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but
prior to the applicable Interest Payment Date or on said Interest Payment Date, from said Interest
Payment Date or, if no interest has been paid, {rom the Bond Date specified above, or, if and to the extent
that the Issuer shall default in the payment of interest on any Interest Payment Date, then this Bond shall
bear interest from the most recent Interest Payment Date to which interest has been paid or duly provided



for, and in which case any Bond surrendered for transfer or exchange shall be dated as of the Interest
Payment Date to which interest has been paid in full, at the Interest Rate per annum specified above,
semiannualtly, on March 1 and September 1, in each year, beginning March 1, 2010 (each an “interest
Payment Date®), until maturity or until the date fixed for redemption if this Bond is called for prior
redemption and payment on such date is nrovided for. Capitalized terms used and not defined herein shall
have the meanings ascribed thereto in the hereinafter described Resolution.

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be payable
by check or draft mailed by the West Virginia Municipal Bond Comimission, Charleston, West Virginia,
as paying agent (in such capacity, the “Paying Agent”), to the Registered Owner hereof as of the
applicable Record Date (each February 15 and August 15) or, in the event of a default in the payment of
Bonds, that special record date to be fixed by the hereinafter named Registrar by notice given to the
Registered Owners not less than 10 days prior to said special record date at the address of such Registered
Owner as it appears on the registration bocks of the Issuer maintained by United bank, Inc., Charleston
West Virginia, as registrar (in such capacity, the “Registrar’™), or, at the option of any Registered Owner
of at least $500,000 in aggregate principal amount of Bonds, by wire transfer in immediately available
funds to a domestic bank account specified in writing by the Registered Owner to the Paying Apent at
least 5 days prior to such Record Date. Principal and premium, if any, shall be paid when due upon
presentation and surrender of this Bond for payment at the principal corporate trust office of the Paying
Agent, in Charleston, West Virginia.

This Bond is one of an issue of a series of bonds, in the aggregate principal amount of
$2,175,000 designated “Flatwoods-Canoe Run Public Service District Water Revenue Bonds, Series 2009
A {Bank Qualified)” (the “Bonds™), of like tenor and effect, except as to number, denomination, date of
maturity and interest rate, dated August 21, 2009, the proceeds of which are to be used, together with
other funds of the Issuer, (i) to pay the costs of acquisition and construction of certain additions,
betterments and improvements to the System; (i) to fund a Reserve Account for the Series 2009 A Bonds
{as hereinafter defined); and (iii) to pay certain costs of issuance of the Series 2009 A Bonds and related
costs. The Bonds are issued under the authority of and in full compliance with the Constitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the “Act”™), and a resolution duly adopted by the Issuer on August 10, 2009,
and supplemented by a supplemental parameters resolution duly adopted by the Issuer on August 10,
2000 (hereinafter collectively referred to as the “Resolution”), and is subject to all the terms and
conditions of the Resolution. The Resolution provides for the issuance of additional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Resolution. Reference is hereby
made to the Resolution, as the same may be amended and supplemented from time te time, for a
description of the rights, limitations of rights, obligations, duties and immunities of the Issuer, the
Registrar, the Paying Agent, the Registered Owners of the Bonds and the Registered Owners of any
subsequently issued additional bonds. Executed counterparts or certified copies of the Resolution are on
file at the office of the Issuer.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL RESPECTS, WITH THE
FOLLOWING OUTSTANDING WATER REVENUE BONDS OF THE ISSUER: (I) WATER
REVENUE BONDS, SERIES 1996 A (UNITED STATES DEPARTMENT OF AGRICULTURE),



DATED JUNE 12, 1996, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$240,000 (THE “SERIES 1996 A BONDS™); (If) WATER REFUNDING REVENUE BONDS, SERIES
1996 B (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JUNE 12, 1996, ISSUED
[N THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $70,000 (THE “SERIES 1996 B
BONDS™); () WATER REVENUE BONDS, SERIES 1998 B {(WEST VIRGINIA
INFRASTRUCTURE FUND), DATED SEPTEMBER 24, 1998, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $890,000 (THE “SERIES 1998 B BONDS”); (IV) WATER
REVENUE BONDS, SERIES 2001 (BLUEFIELD AREA EXTENSION PROJECT), DATED
OCTOBER 18, 2001, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$2,240,000 (THE “SERIES 2001 BONDS™); (V) WATER REVENUE BONDS, SERIES 2005 A (WEST
VIRGINIA INFRASTRUCTURE FUND), DATED DECEMRBER 8, 2005, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $5,085,825 (THE “SERIES 2005 A BONDS”); AND (VD)
WATER REVENUE BONDS, SERIES 2007 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED APRIL 24, 2007, ISSUED IN THE, ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$1,014,000 (THE “SERIES 2007 A BONDS”).

The Series 1996 A Bonds, the Series 1996 B Bonds, the Series 1998 B Bonds, the Series
2001 Bonds, the Series 2005 A Bonds and the Series 2007 A Bonds ate collectively referred to as the
“Prior Bonds.”

The Bonds of this issue are subject to redemption prior to their stated maturity dates, as
provided in the Resolution and as set forth in the following lettered paragraphs:

(A) Optional Redemption. The Bonds are not subject to optional redemption prior
fo September 1, 2016. At the option of the Issuet, the Bonds will be subject to redemption prior to
maturity on and after September 1, 2016 as a whole in part, in inverse order of maturity and by random
selection within maturities if less than ali of any maturity, at a redemption price equal to the principal
amount thereof, plus interest accrued to the date fixed for redemption:

(B) Mandatory Sinking Fund Redemption. The Bonds maturing on the dates set
forth below, are subject to mandatory sinking fund redemption prior to maturing on September 1 of the
years and in the principal amounts set forth below, at the redemption price of 100% of the principal
amount of each Bond so called for redemption plus interest accrued to the date fixed for redemption:

Bonds Maturing September 1, 2019

Year Principal Amount
2012 $35,000
2013 $35,000
2014 540,000
2015 $40.0600
2016 $45,000
2017 £45,000
2018 $45,000

2019 (maturity) $50,000



Bonds Maturing September 1, 2024

Year Principal Amount
2020 $50,000
2021 $55,000
2022 $60,0600
2023 $60,000
2024 {maturity) $£65,000

Bonds Maturing September 1, 2029

Year Prineipal Amount
2025 $70,000
2026 $70,000
2027 $75,000
2028 $80,000
2029 (maturity) $85,000

Bonds Maturing September 1. 2039

Year Principal Amourit
2030 % 90,000
2031 $ 95,000
T 2032 $100,000
2033 $105,000
2034 £110,000
2035 $126,0600
2036 $125,000
2037 $135,000
2038 $140,000
2039 (maturity) $150,000

In the event of any redemption of less than all outstanding Bonds, Bonds shall be selected
for redemption by lot or in such other manner deemed appropriate by the Paying Agent. If less than all
the Bonds are to be redeemed, the Bonds to be redeemed shall be identified by reference to the Series
designation, date of issue, CUSIP numbers and Maturity Dates.

Notice of any redemption of this Bond, unless waived, shall be given by the Paying
Agent on behalf of the Issuer by mailing an official redemption notice by registered or certified mail at
least 30 days and not more than 60 days priot to the date fixed for redemption to the Registered Owner of
the Bond or Bonds to be redeemed at the address shown on the Bond Register or at such other address as
is furnished in writing by such Registered Owner to the Registrar. A copy of such notice of redemption
shall also be mailed to the Registrar. Notice of redemption having been given as aforesaid, the Bonds or
portions of Bonds so to be redeemed shall, on the Redemption Date, become due and payable at the



redemption price therein specified, and from and after such date (unless the Issuer shall default in the
payment of the redemption price) such Bonds or portions of Bonds shall cease to bear interest.

Failure to receive such notice or any defect therein or in the mailing thereof shall not
affect the validity of proceedings for the redemption of this Bond.

This Bond is payable only from and secured by a pledge of the Net Revenues (as defined
in the Resolution) to be derived from the operation of the System, on a parity with the pledge of Net
Revenues in favor of the holders of the Piior Bonds, and from monies in the reserve account created
under the Resolution for the Bonds (the “Series 2009 A Bonds Reserve Account”) and unexpended
proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the principal of and interest on all
bonds which may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged for
such purpose, This Bond does not constitute an indebtedness of the Issuer within the meaning of any of
the provisions or limitations of the constitution, nor shall the Issuer be obligated to pay the same, except
from said special fund provided from the Net Revenues, the monies in the Series 2009 A Bonds Reserve
Account and unexpended proceeds of the Bonds. Pursuant to the Resolution, the Issuer has covenanted
and agreed to establish and maintain just and equitable rates and charges for the use of the System and the
services rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonabie expenses of operation, repair and maintenance of the System, and to feave a
balance each year equal to at Jeast 120% of the maximum amount payable in any fiscal year for principal
of and interest, if any, on the Bonds and all other obligations secured by a lien on or payable from such
revenues on a parity with or subordinate to the Bonds, including the Prior Bonds.

All monies received from the sale of this Bond except for accrued interest thereon shali
be applied solely to pay costs of acquisition and construction of certain additions, betterments and
improvements to the System, fund a reserve account for the Series 2009 A Bonds and pay costs of
issuance hereof, and there shall be, and hereby is, created and granted a lien upon such monies, until so
applied, in favor of the registered owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that ail acts, conditions and
things required to exist, happen and be performed precedent to and in the issuance of this Bond do 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 obligations of said Issuer, does not exceed any limit
prescribed by the Constitution or statutes of the State of West Virginia, and that a sufficient amount of the
Net Revenues of the System has been pledged to and will be set aside into said special fund by said Issuer
for the prompt payment of the principal of and interest on the Bonds of which this Bond is one.

This Bond, under the provisions of the Act is and has all the qualities and incidents of, a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may be
transferred only upon the surrender hereof at the office of the Registrar and otherwise as provided by the
Resolution.

This Bond is, under the Act, exempt from taxation by the State of West Virginia, and the
other taxing bodies of the State.



This Bond ha§ beer: designated a “qualified tax-exempt obligation” within the meaning of
Section 265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.

_ This Bond shall not be entitled to any benefit under the Resolution, or become valid or
obligatory for any purpose, until the certificate of authentication and registration hereon shall have been

signed by the Registrar,

All provisions of the Resolution and the statutes under which this Bond is issued shall be
. deemed to be a part of the contract evidenced by this Bond to the same extent as if written fully herein.

[Remainder of Page Intentionally Left Blank]



IN WITNESS WHEREOF, FLATWOODS-CANOE RUN PUBLIC SERVICE
DISTRICT (WEST VIRGINIA) has caused this Bond to be signed by its Chairman, and its corporate seal
to0 be imprinted liereon and attested by its Secretary, and has caused this Bond to be dated as of the Bond
Date specified above.

[SEAL]

2y L7 S L

Chairman

ATTEST:

Secrefary % §




CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the fully registered Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner on the date set forth below.
Attached hereto is the complete text of the opinion of Steptoe & Johnson PLLC, bond counsel, signed
originals of which are on file with the Registrar, delivered and dated on the date of the original delivery of

and payment for the Bonds.

Dated: August 21, 2009.

UNITED BANEK, INC,
as Registrar

By . &jww /p%swﬁ

Tts’ Authorized Officer <




{Form of)

ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto

‘ the within Bond and does hereby irrevocably constitute and appoint
to transfer the said Bond on the books kept for
registration thereof with full power of substitution in the premises.

Dated: , 2009,

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor’s stgnatu;e to this Assignment must correspond with the name
as it appears upon the face of the within Boad in every particular, without alteration or any change
whatever,



Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New
York corporation (“DTC”), to Issuer or its agent for registration of transfer, exchange, or payment, and
any Bond issued is registered in the name of Cede & Co. or in such other name as is requested by an
authorized representative of DTC (and any payment is made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the
registered owner hereof, Cede & Co., has an interest herein,

No. R-3 $380,000

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)
WATER REVENUE BOND, SERIES 2009 A BONDS (BANK QUALIFIED)

INTEREST RATE MATURITY DATE BOND DATE CUSIP NO.

5.500% September 1, 2029 August 21,2009  33886A ACI

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: THREE HUNDRED AND EIGHTY THOUSAND
DOLLARS ($380,000}

KNOW ALL MEN BY THESE PRESENTS: That FLATWOODS-CANOE RUN PUBLIC
SERVICE DISTRICT (WEST VIRGINIA), a public service district and public corporation and political
subdivision of the State of West Virginia in Braxton County of said State (the “Issuer™), for value
received, hereby promises to pay, solely from the special funds provided therefor, as hereinafter set forth,
to the Registered Owner specified above, or registered assigns (the “Registered Owner™), on the Maturity
Date specified above, the Principal Amount specified above and solely from such special funds also to
pay interest on said Principal Amount from the Interest Payment Date (as hereinafter defined) preceding
the date of authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but
prior to the applicable Interest Payment Date or on said Interest Payment Date, from said Interest
Payment Date or, if no interest has been paid, from the Bond Date specified above, or, if and to the exfent
that the Issuer shall default in the payment of interest on any Interest Payment Date, then this Bond shall
bear interest from the most recent Interest Payment Date to which interest has been paid or duly provided



for, and in which case any Bond surrendered for transfer or exchange shall be dated as of the Interest
Payment Date to which interest has been paid in full, at the Interest Rate per annuin specified above,
semiannually, on March 1 and September 1, in each year, beginning March 1, 2010 (each an “Interest
Payment Date™), until maturity or untii the date fixed for redemption if this Bond is called for prior
redemption and paynient on such date is provided for. Capitalized terms used and not defined herein shall
have the meanings ascribed thereto in the hereinafter described Resojution,

Interest accruing on this Bond on and prior to the Maturity Date hereof shali be payable
by check or draft mailed by the West Virginia Municipal Bond Commission, Charleston, West Virginia,
as paying agent {in such capacity, the “Paying Agent™, to the Registered Owner hereof as of the
applicable Record Date (each February 15 and August 15) or, in the event of a default in the payment of
Bonds, that special record date to be fixed by the hereinafter named Registrar by notice given to the
Registered Owners not less than L0 days prior to said special record date at the address of such Registered
Owner as it appears on the registration books of the Issuer maintained by United bank, Inc., Charleston
West Virginia, as registrar (in such capacity, the “Registrar”), or, at the option of any Registered Owner
of at least $500,000 in aggregate principal amount of Bonds, by wire transfer in immediately available
funds to a domestic bank account specified in writing by the Registered Owner to the Paying Apgent at
jeast 5 days prior to such Record Date. Principal and premium, if any, shall be paid when due upon
presentation and surrender of this Bond for payment at the principal corporate trust office-of the Paying
Agent, in Charleston, West Virginia.

This Bond is one of an issue of a series of bonds, in the aggregate principal amount of
$2,175,000 designated “Flatwoods-Canoe Run Public Service District Water Revenue Bonds, Series 2009
A (Bank Qualified)” (the “Bonds”), of like tenor and effect, except as to number, denomination, date of
maturity and interest rate, dated August 21, 2009, the proceeds of which are to be uvsed, together with
other funds of the Issuer, (i) to pay the costs of acquisition and construction of certain additions,
betterments and improvements to the System; (ii} to fund a Reserve Account for the Series 2009 A Bonds
(as hereinafter defined); and (iii) to pay certain costs of issuance of the Series 2009 A Bonds and related
costs. The Bonds are issued under the authority of and in full compliance with the Constitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the “Act”™), and a resolution duly adopted by the Issuer on August 10, 2009,
and supplemented by a supplemental parameters resolution duty adopted by the Issuer on August 10,
2009 (hereinafter collectively referred to as the “Resolution™), and is subject to all the terms and
conditions of the Resolution. The Resolution provides for the issuance of additional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Resolution. Reference is hereby
made to the Resolution, as the same may be amended and supplemented from time to time, for a
description of the rights, limitations of rights, obligations, duties and immunities of the Issuer, the
Registrar, the Paying Agent, the Registered Owners of the Bonds and the Registered Owners of any
subsequently issued additional bonds. Executed counterparts or certified copies of the Resolution are on
file at the office of the Issuer.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL RESPECTS, WITH THE
FOLLOWING OUTSTANDING WATER REVENUE BONDS OF THE ISSUER: () WATER
REVENUE BONDS, SERIES 1996 A (UNITED STATES DEPARTMENT OF AGRICULTURE),



DATED JUNE 12, 1996, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$240,000 (THE “SERIES 1996 A BONDS”); (II) WATER REFUNDING REVENUE BONDS, SERIES
1996 B (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JUNE 12, 1996, ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $70,000 (THE “SERIES 1996 B
BONDS™); (II) WATER REVENUE BONDS, SERIES 1998 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED SEPTEMBER 24, 1998, [SSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $890,000 (THE “SERIES 1998 B BONDS™; (IV) WATER
REVENUE BONDS, SERIES 2001 (BLUEFIELD AREA EXTENSION PROIJECT), DATED
OCTOBER 18, 2001, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$2,240,000 (THE “SERIES 2001 BONDS™); (V) WATER REVENUE BONDS, SERIES 2005 A {(WEST
VIRGINIA INFRASTRUCTURE FUND), DATED DECEMBER 8, 2005, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $5,085,825 (THE “SERIES 2005 A BONDS™); AND (VD)
WATER REVENUE BONDS, SERIES 2007 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED APRIL 24, 2007, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$1,014,000 (THE “SERIES 2007 A BONDS").

The Serics 1996 A Bonds, the Series 1996 B Bonds, the Series 1998 B Bonds, the Series
2001 Bonds, the Series 2005 A Bonds and the Series 2007 A Bonds are collectively referred to as the
“Prior Bonds.”

The Bonds of this issue are subject to redemption prior to their stated maturity dates, as
provided in the Resolution and as set forth in the following lettered paragraphs:

{A) Optional Redemption. The Bonds are not subject to optional redemption prior
to September 1, 2016. At the option of the Issuer, the Bonds will be subject to redemption priot to
maturity on and after September 1, 2016 as a whole in patt, in inverse order of maturity and by random
selection within maturities if less than all of any maturity, at a redemption price equal to the principal
amount thereof, plus interest accrued to the date fixed for redemption:

) Mandatory Sinking Fund Redemption. The Bonds maturing on the dates set
forth below, are subject to mandatory sinking fund redemption prior to maturing on September 1 of the
years and in the principal amounts set forth below, at the redemption price of 100% of the principal
amount of each Bond so called for redemption plus interest acerued to the date fixed for redemption:

Bonds Maturing September 1, 2019

Year Principal Amount
2012 $35,000
2013 £35,000
2014 $40,000
2015 $40,000
2016 $45,000
2017 , $45,000
2018 $45,000

2019 {maturity) $50,000



Bonds Maturing September 1, 2024

Year Principal Amount
2020 $50,000
2021 $55,000
2022 $60,000
2023 $60,000
2024 (maturity) $65,000

Bonds Maturing September 1, 2029

Year Principal Amount
2025 $70,000
2026 $70,000
2027 $75,000
2028 $80,000
2029 (maturity) $85,000

Bonds Maturing September 1, 2039

Year Principal Amount
2030 $ 90,000
2031 $ 95,000
2032 - $100,000
2033 $105,000
2034 $110,000
2035 $120,000
2036 $125,000
2037 $135,000
2038 $140,000
2039 (maturity) $150,000

In the event of any redemption of less than all outstanding Bonds, Bonds shall be selected
for redemption by lot or in such other manner deemed appropriate by the Paying Agent. 1f less than all
the Bonds are to be redeemed, the Bonds to be redeemed shall be identified by reference to the Series
designation, date of issue, CUSIP numbers and Maturity Dates.

Notice of any redemption of this Bond, unless waived, shall be given by the Paying
Agent on behalf of the Issuer by mailing an official redemption notice by registered or certified mail at
least 30 days and not more than 60 days prior to the date fixed for redemption to the Registered Owner of
the Bond or Bonds to be redeemed at the address shown on the Bond Register or at such other address as
is furnished in writing by such Registered Owner to the Registrar, A copy of such notice of redemption
shall also be mailed to the Registrar. Notice of redemption having been given as aforesaid, the Bonds or
portions of Bonds so to be redeemed shail, on the Redemption Date, become due and payable at the



redemption price therein specified, and from and after such date (uniess the Issuer shail default in the
payment of the redemption price) such Bonds or portions of Bonds shall cease to bear interest.

Failure to receive such notice or any defect therein or in the mailing thereof shall not
affect the validity of proceedings for the redemption of this Bond.

This Bond is payable only from and secured by a pledge of the Net Revenues (as defined
in the Resolution) to be derived from the operation of the System, on a parity with the pledge of Net
Revenues in favor of the holders of the Prior Bonds, and from monies in the reserve account created
under the Resolution for the Bonds (the “Series 2009 A Bonds Reserve Account”) and unexpended
proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the principal of and interest on all
bonds which may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged for
such purpose. This Bond does not constitute an indebtedness of the Issuer within the meaning of any of
the provisions or limitations of the constitution, nor shall the Issuer be obligated to pay the same, except
from said special fund provided from the Net Revenues, the monies in the Series 2009 A Bonds Reserve
Account and unexpended proceeds of the Bonds. Pursuant to the Resolution, the Issuer has covenanted
and agreed to establish and maintain just and equitable rates and charges for the use of the System and the
services rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at Jeast 120% of the maximum amount payable in any fiscal year for principal
of and interest, if any, on the Bonds and all other obligations secured by 2 lien on or payable from such
revenues on a parity with or subordinate to the Bonds, including the Prior Bonds.

All monies received from the sale of this Bond except for accrued interest thereon shall
be applied solely to pay costs of acquisition and construction of certain additions, betterments and
improvements to the System, fund a reserve account for the Series 2009 A Bonds and pay costs of
issuance hereof, and there shall be, and hereby is, created and granted a lien upon such monies, until so
applied, in favor of the registered owner of this Bond.

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 do 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 obligations of said Issuer, does not exceed any limit
prescribed by the Constitution or statutes of the State of West Virginia, and that a suffieient amount of the
Net Revenues of the System has been pledged to and will be set aside into said special fund by said Issuet
for the prompt payment of the principal of and interest on the Bonds of which this Bond is one.

This Bond, under the provisions of the Act is and has all the qualities and incidents of, a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may be
transferred only upon the surrender hereof at the office of the Registrar and otherwise as provided by the
Resolution.

This Bond is, under the Act, exempt from taxation by the State of West Virginig, and the
other taxing bodies of the State.



This Bond has been designated a “qualified tax-exempt obligation” within the meaning of
Section 265(b)(3)B) of the Internal Revenue Code of 1986, as amended.

This Bond shall not be entitled to any benefit under the Reselution, or become valid or
obligatory for any purpose, unti] the certificate of authentication and registration hereon shall have been

signed by the Registrar.

All provisions of the Resolution and the statutes under which this Bond is issued shall be
deemed to be a part of the contract evidenced by this Bond to the same extent as if written fully herein.

[Remainder of Page Intentionally Left Blank]



' IN WITNESS WHEREOF, FLATWOODS-CANOE RUN PUBLIC SERVICE
DISTRICT (WEST VIRGINIA) has caused this Bond fo be signed by its Chairman, and its corporate seal
to be imprinted hereon and attested by its Secretary, and has caused this Bond to be dated as of the Bond
Date specified above.

[SEAL)

ey V7S Lo

Chairman

(/Zy@é/
/4

Secretar}”/



CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the fully registered Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner on the date set forth below.
Attached hereto is the complete text of the opinion of Steptoe & Johnson PLLC, bond counsel, signed
originals of which are on file with the Registrar, delivered and dated on the date of the original delivery of
and payment for the Bonds. '

Dated: August 21, 2009,

UNITED BANK, INC,
as Registrar

By «./ W) /J’*ﬂ“‘;ﬂ@ e

Its Authorized Officer




(Form of)

ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
the within Bond and does hereby irrevocably constitute and appoint
to transfer the said Bond on the books kept for
registration thereof with full power of substitution in the premises.

Dated: , 2009,

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

{Authorized Officer)

NOTICE: The Assignor’s signature to this Assignment must correspond with the name
as it appears upon the face of the within Bond in every particular, without alteration or any change
whatever,



Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New
York corporation (“D'TC™), to Issuer or its agent for registration of transfer, exchange, or payment, and
any Bond issued is registered in the name of Cede & Co. or in such other name as is requested by an
authorized representative of DTC (and any payment is made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the
registered owner hereof, Cede & Co., has an interest herein.

No. R-4 ' $1.170,000

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)
WATER REVENUE BOND, SERIES 2009 A BONDS (BANK QUALIFIED)

INTEREST RATE MATURITY DATE BOND DATE CUSIP NO.

6.000% September 1, 2039 August 21,2009 33886A AD?Y

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: ONE MILLION ONE HUNDRED AND SEVENTY THOUSAND
DOLLARS (§1,170,000)

KNOW ALL MEN BY THESE PRESENTS: That FLATWOODS-CANOE RUN PUBLIC
SERVICE DISTRICT (WEST VIRGINIA), & public service district and public corporation and political
subdivision of the State of West Virginia in Braxton County of said State (the “Issuer”), for value
received, hereby promises to pay, solely from the special funds provided therefor, as hereinafter set forth,
to the Registered Owner specified above, or registered assigns (the “Registered Owner”), on the Maturity
Date specified above, the Principal Amount specified above and solely from such special funds also to
pay interest on said Principal Amount from the Interest Payment Date (as hereinafter defined) preceding
the date of authentication hereof or, if authenticated after the Record Date (as hereinafier defined) but
ptior to the applicable Interest Payment Date or on said Interest Payment Date, from said Interest
Payment Date or, if no interest has been paid, from the Bond Date specified above, or, if and to the extent
that the Issuer shall default in the payment of interest on any Interest Payment Date, then this Bond shal!
bear interest from the most recent Interest Payment Date to which interest has been paid or duly provided



for, and in which case any Bond surrendered for transfer or exchange shall be dated as of the Interest
Payment Date to which interest has been paid in full, at the Interest Rate per annum specified above,
semianntally, on March | and September 1, in each year, beginning March 1, 2010 (each an “Interest
Payment Date™), until maturity or until the date fixed for redemption if this Bond is called for prior
redemption and payment on such date is provided for. Capitalized terms used and not defined herein shall
have the meanings aseribed thereto in the hereinafter described Resolution.

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be payable
by check or draft mailed by the West Virginia Municipal Bond Commission, Charleston, West Virginia,
as paying agent {in such capacity, the “Paying Agent”}, fo the Registered Owner hereof as of the
applicable Record Date (each February 15 and August 15) or, in the event of a default in the payment of
Bonds, that special record date to be fixed by the hereinafter named Registrar by notice given to the
Registered Owners not less than 10 days prior to said special record date at the address of such Registered
Owner as it appears on the registration books of the Issuer maintained by United bank, Inc., Charleston
West Virginia, as registrar (in such capacity, the “Registrar’”), or, at the option of any Registered Owner
of at least $500,000 in aggregate principal amount of Bonds, by wire transfer in immediately available
funds to a domestic bank account specified in writing by the Registered Owner to the Paying Agent at
least 5 days prior to such Record Date. Principal and premium, if any, shall be paid when due upon
presentation and surrender of this Bond for payment at the principal corporate trust office of the Paying
Agent, in Charleston, West Virginia.

This Bond is one of an issue of a series of bonds, in the aggregate principal amount of
$2.175,000 designated “Flatwoods-Canoe Run Public Service District Water Revenue Bonds, Series 2009
A (Bank Qualified)” (the “Bonds”), of like tenor and effect, except as to number, denomination, date of
maturity and interest rate, dated August 21, 2009, the proceeds of which are to be used, together with
other funds of the Issuer, (i) to pay the costs of acquisition and construction of certain additions,
betterments and improvements to the System; (ii) to fund a Reserve Account for the Series 2009 A Bonds
(as hersinafter defined); and (iii) to pay certain costs of issuance of the Series 2009 A Bonds and related
costs. The Bonds are issued under the authority of and in full compliance with the Constitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the “Act”), and a resolution duly adopted by the Issuer on August 10, 2009,
and supplemented by a supplemental parameters resolution duly adopted by the Issuer on August 10,
2009 (hereinafter collectively referred to as the “Resolution”), and is subject to al! the terms and
conditions of the Resolution. The Resolution provides for the issuance of additional bonds under certain
condifions, and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Resolution. Reference is hereby
made to the Resolution, as the same may be amended and supplemented from time to time, for a
description of the rights, limitations of rights, obligations, duties and ummunities of the Issuer, the
Registrar, the Paying Agent, the Registered Owners of the Bonds and the Registered Owners of any
subsequently issued additional bonds. Executed counterparts or certified copies of the Resolution art on
file at the office of the Issuer.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL RESPECTS, WITH THE
FOLLOWING OUTSTANDING WATER REVENUE BONDS OF THE ISSUER: (I) WATER
REVENUE BONDS, SERIES 1996 A (UNITED STATES DEPARTMENT OF AGRICULTURE),



DATED JUNE 12, 1996, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$240,000 (THE “SERIES 1996 A BONDS™); (II) WATER REFUNDING REVENUE BONDS, SERIES
1996 B (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JUNE 12, 1996, ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $70,000 (THE “SERIES 1996 B
BONDS™); () WATER REVENUE BONDS, SERIES 1998 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED SEPTEMBER 24, 1998, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $890,000 (THE “SERIES 1998 B BONDS”); (IV) WATER
REVENUE BONDS, SERIES 2001 (BLUEFIELD AREA EXTENSION PROJECT), DATED
OCTOBER 18, 2001, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$2,240,000 (THE “SERIES 2001 BONDS”); (V) WATER REVENUE BONDS, SERIES 2005 A (WEST .
VIRGINIA INFRASTRUCTURE FUND), DATED DECEMBER 8, 2005, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $5,085,825 (THE “SERIES 2005 A BONDS”); AND (VI}
WATER REVENUE BONDS, SERIES 2007 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED APRIL 24, 2007, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$1,014,000 (THE “SERIES 2007 A BONDS”).

The Series 1996 A Bonds, the Series 1996 B Bonds, the Series 1998 B Bonds, the Series
2001 Bonds, the Series 2005 A Bonds and the Series 2007 A Bonds are collectively referred o as the
“Prior Bonds.”

The Bonds of this issue are subject to redemption prior to their stated maturity dates, as
provided in the Resolution and as set forth in the following lettered paragraphs:

(A) Optional Redemption. The Bonds are not subject to optional redemption prior
to September 1, 2016. At the option of the Issuer, the Bonds will be subject to redemption prior to
maturity on and after September 1, 2016 as a whole in part, in inverse order of maturity and by random
selection within maturities if less than all of any maturity, at a redemption price equal to the principal
amount thereof, plus interest accrued to the date fixed for redemption:

{B) Mandatory Sinking Fund Redemption. The Bonds maturing on the dates set
forth below, are subject to mandatory sinking fund redemption prior to maturing on September 1 of the
years and in the principal amounts set forth below, at the redemption price of 100% of the principal
amount of each Bond so called for redemption pius interest accrued to the date fixed for redemption:

Bonds Maturing September 1, 2019

Year Principal Ameunt
2012 $35,000
2013 $35,000
2014 - $40,000
2015 $40,000
2016 $45,000
2017 $45,000
2018 $45,000

2019 (maturity) $50,000



Bonds Maturing September 1, 2024

Year, Principal Amount
2020 . $50,000
2021 $55,000
2022 360,000
2023 $60,000
2024 {(maturity) $65,000

Bonds Maturing September i, 2029

Year Principal Amount
2025 $70,060
2026 $70,000
2027 $75,000
2028 $80,000
2029 {maturity) 585,000

Bonds Maturing September i, 2039

Year Principal Amount
2030 $ 90,000
2031 $ 95,000
2032 $100,000
2033 $105,000
2034 $110,060
2035 $120,000
2036 $125,000
2037 $135,000
2038 $140,000

2039 (maturity) : $150,000

_ In the event of any redemption of less than all outstanding Bonds, Bonds shall be selected
for redemption by lot or in such other manner deemed appropriate by the Paying Agent. If less than all
the Bonds are to be redeemed, the Bonds to be redeemed shall be identified by reference to the Series
designation, date of issue, CUSIP numbers and Maturity Dates.

Notice of any redemption of this Bond, unless waived, shall be given by the Paying
Agent on behalf of the Issuer by mailing an official redemption notice by registered or certified mail at
least 30 days and not more than 60 days prior to the date fixed for redemption to the Registered Owner of
the Bond or Bonds to be redeemed at the address shown on the Bond Register or af such other address as
is furnished in writing by such Registered Owner to the Registrar. A copy of such notice of redemption
shall also be mailed to the Registrar. Notice of redemption having been given as aforesaid, the Bonds or
portions of Bonds so to be redeemed shall, on the Redemption Date, become due and payable at the



redemption price therein specified, and from and after such date (unless the Issuer shall default in the
payment of the redemption price) such Bonds or portions of Bonds shall cease to bear interest.

Failure to receive such notice or any defect therein or in the mailing thereof shall not
affect the validity of proceedings for the redemption of this Bond.

This Bond is payable only from and secured by a pledge of the Net Revenues (as defined
in the Resolution) to be derived from the operation of the System, on a parity with the pledge of Net
Revenues in favor of the holders of the Prior Bonds, and from monies in the reserve account created
under the Resolution for the Bonds (the “Series 2009 A Bonds Reserve Account”) and unexpended
procéeds of the Bonds. ' Such Net Revenues shall be sufficient to pay the principal of and interest on all
bonds which may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged for
such purpose. This Bond does not constitute an indebtedness of the Issuer within the meaning of any of
the provisions or limitations of the constitution, nor shali the Issuer be obligated to pay the same, except
from said special fund provided from the Net Revenues, the monies in the Series 2009 A Bonds Reserve
Account and unexpended proceeds of the Bonds. Pursuant to the Resolution, the Issuer has covenanted
and agreed 1o establish and maintain just and equitable rates and charges for the use of the System and the
services rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at [east 120% of the maximum amount payable in any fiscal year for principal
of and interest, if any, on the Bonds and al other obligations secured by a lien on or payable from such
reventes on a parity with or subordinate to the Bonds, including the Prior Bonds.

All monies received from the sale of this Bond except for accrued interest thereon shall
be applied solely to pay costs of acquisition and construction of certain additions, betterments and
improvements {o the System, fund a reserve account for the Series 2009 A Bonds and pay costs of
issuance hereof, and there shall be, and hereby is, created and granted a lien upon such monies, untii 50
applied, in favor of the registered owner of this Bond. :

IT 1S 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 do 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 obligations of said Issuer, does not exceed any limit
prescribed by the Constitution or statutes of the State of West Virginia, and that a sufficient amount of the
Net Revenues of the System has been pledged to and will be set aside into said special fund by said Issuer
for the prompt payment of the principal of and interest on the Bonds of which this Bond is one.

This Bond, under the provisions of the Act is and has all the qualities and incidents of, a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may be
transferred only upon the surrender hereof at the office of the Registrar and otherwise as provided by the
Resolution.

"This Bond is, under the Act, exempt from taxation by the State of West Virginia, and the
other taxing bodies of the State.



This Bond has been designated a “qualified tax-exempt obligation” within the meaning of
Section 265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.

This Bond shall not be entitled to any benefit under the Resolution, or become valid or
obligatory for any purpose, until the certificate of authentication and registration hereon shall have been
signed by the Registrar.

All provisions of the Resolution and the statutes under which this Bond is issued shall be
deemed to be a part of the contract evidenced by this Bond to the same extent as if written fully herein.

[Remainder of Page Intentionaliy Left Blank]



IN WITNESS WHEREOF, FLATWOODS-CANOE RUN PUBLIC SERVICE '

DISTRICT (WEST VIRGINIA) has caused this Bond fo be signed by its Chairman, and its corporate seal
to be imprinted hereon and attested by its Secretary, and has caused this Bond to be dated as of the Bond

Date specified above.

[SEAL]

L L Nod

Chalrman

ATTEST:

o7

Secretary



CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the fully registered Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner on the date set forth below.
Attached hereto is the complete text of the opinion of Steptoe & Johnson PLLC, bond counsel, signed
otiginals of which are on file with the Registrar, delivered and dated on the date of the original delivery of

and payment for the Bonds.

Dated: August 21, 2009.

UNITED BANK, INC,
as Registrar

By .. )Mm&%

Its Kuthorized Officer




(Form of)

ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
the within Bond and does heréby irrevocably constitute and appoint
1o transfer the said Bond on the books kept for
registration thereof with full power of substitution in the premises.

Dated: | , 2009,

SIGNATURE GUARANTEED:

{Banlk, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor’s signature to this Assignment must correspond with the name
as it appears upon the face of the within Bond in every particular, without alteration or any change
whatever.



PUBLIC SERVICE COMMISSION OF WEST VIRGINIA

Case No.: 08-0165-PWD-CN
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

Application for a certificate of convenience and
necessity to construct certain improvements {0
its water treatment plant..

STATE OF WEST VIRGINIA
COUNTY OF KANAWHA, TO-WIT:

AFFIDAVIT

-1, Todd Dingess, CPA, after making an oath of affirmation to tell the truth, say that, I
have reviewed the Recommended Decision of the Public Service Commission of West Virginia
in Case No. 08-0165-PWD-CN dated December 11, 2008 approving a U.S. Economic
Development Authority grant in the amount of $1,600,000, 2 Weyerhauser Grant of $700,000
and a private bond issue of $2,618,492 and, based upon all the information that has been
provided to me, to date, I am of the opinion that the rates and charges for the Town (i) are not
affected by the revised funding consisting of a U.S. Economic Development Authority grant in
the amount of $2,693,500, a Weyerhauser Grant of $700,000 and a private bond issue of
$2,175,000; and (ii) will be sufficient to provide revenues which, together with other revenues
of the System, will allow me to provide the CPA certification required for the issuance of the
Bonds.

- This Affidavit is executed on the 18th day of August, 2009.

Tddd Dingess, CPA
Smith Cochran & Hicks

AT
Taken, subscribed and sworn to before me this I% day of August, 2009.
My commission expires \DJXS[ 12 .

M OD&MZ),@?Q/@M

Notary Public

OFFICIAL SEAL

NOTARY PUBLIC |
_STATE OF WEST VIRGINIA
o} BETH A. VanBIBBER ¢

K SMITH, COCHRAN & HICKS, PLLC. §

§ 405 CARITOL STREEY, SUNTE 08
CHARLESTON, WV 25301 ¢
" My commission explies December 14, 2015

A N iy

R R R e
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

Entered: December 11, 2008 iy

CASE NO. 08-0165-PWD-CN

FLATWOODS-CANOE RUN PUBLIC SERVICE

DISTRICT, a public utility, Sutton, Braxton County.
Application for a certificate of convenience and
necesgity to construct certain improvements to
its water treatment plant.

RECOMMENDED DECISION

On February 15, 2008, Flatwoods-Canoe Run Public Service Digtrict
(District) filed an application, duly verified, for a certificate of
convenience and necessity to construct certain improvements and
modifications to upgrade its water treatment plant’s capacity from 0.75
million gallons per day (MGD) to 1.5 MGD. The proposed improvements and
modifications will include upgrading the raw water intake and pumping
gystem, upgrading the flocculation and sedimentation processes, providing
a new filtration system, providing new chemical feed systems,
constructing additional clearwell storage, constructing a new operations
building and construction of new solideg collection and pumping
facilitiea. The proposed project will be financed by a grant from the
Economic Development Agency (EDA) in the amount of 31,600,000, a
Weyerhauser Grant in the amount of 700,000 and a private bond issue in
rhe amount of $2,618,492. The District proposed an interim 27.25%
increase in rates to meet current operation and maintenance costs and to
pay its existing bonded indebtedness and, upon completion of its proposed
project, an additional rate increase of 14.40%. A Rule 42 Exhibit for
the vyear ended June 30, 2007, prepared by 8mith, Cochran & Hicks,
P.L.L.C., Certified Public Accountants, was attached to the certificate
application. The District has one resale customer, namely, the Birch
River Public Service District (Birch River PSD).

By Order dated February 15, 2008, the District was directed to
provide notice of the filing of the application by publishing a copy of
said Order once in a newspaper, duly gualified by the Secretary of State,
published and of general circulation in Braxton County, West Virginia,
making due zreturn to the Commission of proper certification of
publication immediately after publication. The Notice directed that
anyone desiring to make an objection to the certificate application must
do =06, in writing, within thirty (30) days after publication of said
Notice. It was further provided that failure to timely protest or
intervene could affect one’s right to protest, including any associated
rate increase, or to participate in future proceedings. The Notice
further provided that, if no protests were received within the thirty-day
period, the Commission could wailve formal hearing and grant the

Public Service Commission
of West Virginia
Charleston




certificate application based upon the evidence submitted with the
application and the Commission’s review thereof.

On February 21, 2008, the West Virginia Water Development Authority
(WDAY, by counsel, filed a Petition to Intervene. In support of its
Petition, the WDA stated that:

(1) It is a state agency which holds water revenue bonds ©f the
Digtrict and that, at the present time, there are deficiencies
in the water revenue bond accounts held by the West Virginia
Muniicipal Bond Commission; -and

(2) The WDA wishes to be made a party in this proceeding 8o
that it can be assured that any Order from the Commission
regarding the District’s rates takes into account the WDA's
interests as bondholder of the District and the bond
defigiencies. According to the WDA, no other party in this
matter has an interest so similar to that of the WDA that the
WDA’s interests would be protected without its presence in'this
case. : .

On March 3, 2008, Staff Attorney Cassius H. Toon filed an Initial
Joint 8taff Memorandum to which was attached an Initial Internal
Memorandum dated February 27, 2008, prepared by Susan L. Brown, Utilities
Analyst III, Water and Wastewater Divigion, and Sylvie Steranka,
Technical Analyst I, Engineering Division. Staff reported that it was
continuing its investigation into the District’s certificate application
and would file its final recommendation herein in a timely nanner. In
the interim, referral of this matter to the Division of Administrative
Law Judges for further disposition was recommended.

Oon March 12, 2008, the District filed an affidavit of publication
reflecting that, in compliance with the Commigsion’s February 15, 2008
Order, the Notice of Filing had been published on February 26 and March
4, 2008, in the Braxton Citizeng! News, a newspaper duly qualified by the

Secretary of State, published and of general circulation. in Braxton

County, West Virginia.

Also on March 12, 2008, counsel for the WDA filed a satatus of
accounts report from the Municipal Bond Commiseion dated March 10, 2008;
reflecting that the District had a pond deficiency of $95,605.15 in its
water bond accounts.

On March 13, 2008, the District filed a Request for Emergency Rate

Relief. Due to its cash flow deficit, the District reguested that the
interim rates set forth in its certificate filing be implemented on an
emergency basis, subject to refund, until a complete financial analysis
can be completed by Commission Staff. The District stated that the
emergency increased water rates were necessary for its continued
viability and that, without the immediate implementation of those
‘nereased rates, its financial condition would continue to detericrate.

On March 19, 2008, the District filed an affidavit of publication
reflecting that, in compliance with the Commigsion’s February 15, 2008
Order, the Notice of Filing had been published on February 28 and March
7, 2008, in The Braxton Democrat-Central, a newspaper duly gualified by
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the Secretary of State, published and of general circulation in Braxton
County, West Virginia.

on March 24, 2008, Mr. Toon filed an Interim Joint graff Memorandum
fo which was attached an Interim Internal Memorandum dated March 19,
2008, prepared by Ms. Brown and Mg. Steranka. Rased on the District’'s
§203,613 going-level cash flow deficit, Commission Staff recommended that
a 27.25% emergency interim rate increase be granted, spubject to refund.
A cash flow analysis for the fiscal year ending June 30, 2007, including
the Staff-recommended emergency rate increase, was attached to the Staff
Memorandum. Commission Staff's recommended interim rates will resgult in
a minimum monthly bill of §22.10, based on Z,000 gallons of water used
per month, and an average bill of $40.43, based on 4,500 gallons of water
used per month. The Staff-recommended emergency interim rates will
produce a cash flow surplus of $68,104 with a debt service coverage
factor of 137.65%. A Staff-recommended emergency interim tariff was
attached to the Staff Memorandum as Attachment 2.

On Maréh 2%, 2008, the District, by counsel, filed a letter setting
forth that it was in full agreement with the recommendations set forth in
Commission Staff’s Interim Joint Staff Memorandum.

On April 1, 2008, the Birch River PSD filed a Petition to Intervene.
In support of the Petition to Intervene, the Birch River PSD gtated that:

(1) It is a resgale water customer of the Diatrict} and

(2} The Birch River PSD wishes to be made a party in this
proceeding so that it can be assured that the resale rate
increase, and any resulting Order from the Commission, takes
into account the interest of the Birch River PSD’s ratepayers.
According to the Birch River PSD, no other party in this matter
has an interest so similar to that of the Birch River PSD that
its interests would be protected without its presence in this
case.

Also on April 1, 2008, the WDA, by counsel, filed a letter stating
that it did not object to the interim rates recommended by Commission
staff. However, the WDA went on to request that the recommended interim
rates include a surcharge to begin reducing the District’s bond

deficiencies.

On April 2, 2008, the District filed a Form of Certificate of
Posting, Publication and Mailing to Water Customers and Resale Customers
of the Flatwoods-Canoe Run Public Service District’s Change in Tariff.

on April 3, 2008, the District filed a letter setting forth its
opposition to the WDA's reguest that a surcharge be included in the
interim rates recommended by Commission Staff.

Oon April 4, 2008, Mr. Toon filed Staff’'s Response to West Virginia
Water Development Authority’'s Request for Surcharge. Commigsion Staff
gtated that:

(1) The WDA’s wTeguest for inclusion of a surcharge in
Commission staff’s recommended rates contained no proposed
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surcharge, no total amount of delinguency, nor a time line for
bringing the delinguency current; and

(2} Commigesion Staff had insufficient information to address
the reguest for a surcharge.

On April 4, 2008, Mr. Toon filed Commigsion Staff’s First Set of
Interrogatories, Data Request or Reguests for Information directed to the
WDA.

On April 18, 2008, the WDA, by counsel, filed a letter stating that
it was withdrawing its reguest that a surcharge be included in the Staff-
recommended rates. The WDA also provided a Municipal Bond Commission
Status of Accounts as of April 7, 2008, which indicated a deficiency for
the District of $114,318.77. Also included was a calculation of the
impact upon the District’s bond deficiencies of a $1.00 per thousand

gallons of water used surcharge.

By Interim Recommended Decision dated April 22, 2008 (Final May 12,
2008), an interim across-the-board rate increase of 27.25% was approved,
subject to refund, and the staff-recommended interim rates, as get forth
in Appendix A attached thereto, were approved for use by the District on
and after the date said Order became final, provided that the District
could not charge those rates until it had fulfilled the publication
requirement get forth in said Order. The Interim Recommended Decision
also granted intervenor status to the Water Development Authority and the
Rirch River Public Service District.

Ori April 29, 2008, Rosa L. O’'Neal and William B. O'Neal filed a
letter setting forth their opposition to the granting of a right-of-way
or easement to the District for installation of a sewer line.

On May 6, 2008, the District filed an affidavit of publication
reflecting that the Notice of Interim Rate Increase had been published on
April 29, 2008, in the Braxton Citizens' News, a newspaper duly qualified
by the Secretary of State, published and of general circulation in
Braxton County, West Virginia.

Also on May 6, 2008, Mx. Toon filed Commission Staff’s First Set of
Interrogatories, Data Request or Requests for information directed to the
District. '

on May 9, 2008, the District filed its Responses to Commission
ataff’s Pirst Set of Interrogatories, Data Reguest or Requests for
Information.

On May 15, 2008, Mr. Toon filed a Motion to the Administrative Law
Judge to Extend Staff Report Due Date. 1In support of sald motion for a
fifteen (15) day extension of the Staff Report. due date, Mr. Toon stated
that:

(1) Commission Technical Staff needed an additional fifteen
(15) days to evaluate the information supplied by the District
in its Responses to Commission Staff’s First Set of
Interrogatories, Data Reguest or Requests for Information filed
on May 9, 2008; and

e
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(2) No party will be prejudiced by a fifteen (15) day extension
of the Staff Report due date.

pursuant to Commission policy, the final substantive recommendation in
this case was due on May 15, 2008.

By Procedural Order dated May 19, 2008, the gtaff Report due date oI
May 15, 2008, was extended until May 30, 2008.

On May 30, 2008, Mr. Toon filed a Further Joint Staff Memorandum to
which was attached an Interim Internal Memorandum dated May 30, 2008,
prepared by Nathan Nelson, Utilities Analyst II, Water and Wastewater
Division, and Ms. Steranka. Commigeion Staff reported that the
District’s request for non-project-related rates prompted it to conduct

‘a further review of the District’s case history. Specifically, in Case
No. 04-0233-PWD-CN (Final January 27, 2005), the District was directed to

operate under the rates approved therein for a period of six (6) months
and then file for a rate review to determine whether a rate adjustment
was required. The District’s rate filing was to include a class cost of
service study to justify the proposed rates and rate structure. The
project approved in Case No. 04-0233-PWD-CN was substantially completed
on November 6, 2006, and, although the District had been operating under
the rates approved in the certificate case for over a year, nO rate
review had been sought by the District. Thug, with this certificate
filing and reguest for a non-project-related rate increase, a class cost
of service study was necessary. Given this requirement, Commission Staff
reported that it would not be able to file its £final report and
recommaendations as directed by the Procedural Order entered herein on May
19, 2008.

On June 5, 2008, the District filed a Motion to Toll Statutory Time
Period requesting a sixty-day tolling of the statutory deadline to afford

Commission Staff sufficient time to complete a class cost of service
study.

On June 12, 2008, Mr. Toon filed Commission Staff’s Second Set of
Interrogatories, Data Request or Requests for tnformation directed to the
Digtrict.

On June 17, 2008, Mr. Frank H. Henderson filed a letter of protest.
Mr. Henderson stated that he and many residents of Braxton County were on
fixed incomes and could not continue to pay their rising vtility bills.
Accordingly, Mr. Henderson requested that the Disgtrict’'s requested rate
increase be denied.

By Commisgion Order dated June 18, 2008, the District’'s motion for
an extension of the statutory deadline was granted and said deadline was
tolled for sixty (60) days from November 11, 2008, to January 9, 2009.
The Administrative Law Judge’s decision due date of September 12, 2008,
was extended until November 12, 2008, and Commission Staff was directed
to file itz final recommendations herein within sixty (60} days of the
entry of said Order.

on July 31, 2008, the District filed a Motion to Extend the
Administrative Law Judge’s Decision Date and the Deadline for the Filing
of the Staff’s Class Cost of Service Study and Recommendation in this
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proceeding. In support of said motion, the District stated that it had
been informed that Commission Staff would not be able to complete the
required class cost of service study by the Commission-established
deadline and that an additional thirty (30) days would be reguired to
complete said study and file a final report herein.

By Commigsion Order dated August 6, 2008, the statutory due date in
this proceeding was tolled for an additional thirty (30) days from
January 9, 2008, to February 6, 2009. The Administrative Law Judge’s
decision due date of November 12, 2008, was extended until December 12,
2008, and Commisgsion Staff was Qirected to file itg final recommendations
herein on or before September 16, 2008.

On August 21, 2008, the District filed its Responsge to Commigsion’s
Staff’s Second Set of Interrogatories, Data Request or Requests for
Information. :

On August 27, 2008, the District filed a copy of its Monthly
Operational Report for August 2006.

On September 17, 2008, Mr. Toon filed a Further Joint Staff
Memorandum to which was attached an Interim Internal Memorandum dated
September 16, 2008, prepared by Mr. Nelson and Ms. Steranka. Commission
staff reported that it was in the process of compiling its final report
in this matter and anticipated filing ite final recommendations within

one (1) week.

On September 30, 2008, Mr. Toon filed a Pinal Joint Staff Memorandum
to which was attached a Staff Report dated September 30, 2008, prepared
by Mr. Nelson and Ms, Steranka. Commission Staff recommended approval of
the District’s proposed project to expand the treatment of its water
treatment plant and proposed financing. Commission Staff also
recommended a two (2) step increase in rates with the gtraff-Recommended
No. 1 Rates addressing going-level increases, while the gtaff-Recommended
No. 2 Rates will address all increases associated with the certificate
project at issue in this proceeding. Additionally, Commission Staff
recommended a surcharge of $0.14 per 1,000 gallons per month to eliminate
the District’s deficiency in its accounts with the WDA, said surcharge to
cerminate when the deficiency is eliminated or upon the expiration of
twelve (12) months from the date of a final Commission Order in this
proceeding, whichever occurs first.

On October 2, 2008, counsel for the WDA filed a letter reguesting
that the surcharge be kept in place until the deficiency ig satisfied,
without any time limitation, and that it also be included in the post-
construction tariff in the event that the deficiency is not cured when
that tariff takes effect.

On October 10, 2008, the Birch River PSD filed a letter stating that
Commission Staff’s Final Joint Staff Memorandum was being reviewed by its
accountant and that it would file ite response. to that Final Joint Staff
Memorandum as soon as possible.

By Procedural Order issued on October 30, 2008, this matter was set
for hearing on Tuesday, November 18, 2008, commencing at 10:00 a.m., in
the Sutton Community Building, Upstairs Conference Room, 450 Fourth

W‘WM
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Street, Sutton, West Virginia. The District wag directed to give notice
to its customers of the hearing and Staff-recommended increased rates and
charges by publishing a copy of the Notice of Hearing and Staff-
Recommended Rates, attached thereto as Appendix A, once in a newspaper,
duly gualified by the BSecretary of gtate, published and of general
circulation in Braxton County, West Virginia, making due return to the
commission of proper certification of publication within ten (10) days of
I the date of publication, but, in any event, no later than November 18,
2008, at the hearing.

On November 7, 2008, counsel for the WDA filed a letter stating
that, as a result of recent payments, the District’s account deficiencies
witrh the WDA had been corrected and, thereéfore, the $0.14 pexr 1,000
gallons per month surcharge recommended by Commissgion Staff was
unnecessary. The letter concluded by stating that, gince the WDA's
account payment issue with the District had been resolved, a WDA
representative would not be attending the November 18, 2008 hearing.

_ On November 13, 2008, coungel for the Birch River pgD filed a letter
stating that the Birch River PSD had no objections to the Staff-
recommended rates and charges and would not be sending a representative
| to the November 18, 2008 hearing.

Also on November 13, 2008, the District filed an affidavit of
publication reflecting that the Notice of Hearing and Staff-Recommended
Rates had been published on November 11, 2008, in the Braxton Citizens’
News, a newspaper, duly qualified by the Secretary of State, published
and of general circulation in Braxton County, West Virginia.

on November 17, 2008, the District filed an affidavit of publication
reflecting that the Notice of Hearing and Staff-Recommended Rates had
been published on November 7, 2008, in The Braxton Democrat-Central, &
newspaper, duly gualified by the Secretary of State, published and of
general circulation in Braxton County, West Virginia.

The hearing convened on Tuesday, November 18, 2008, ag scheduled.
Appearing on behalf of the District was H. Wyatt Hanna, Esquire. Mr.
Toon appeared on behalf of Commisaion Staff. Commission Staff introduced
cne (1) exhibit. No members of the public attended the hearing. (See,
Tr. pp. 6 and 11).

The transcript of the November 18, 2608 hearing, consgisting of
sleven (11) pages and a court reporter’s certificate, was filed with the
Commigsion on Novemper 24, 2008.

EVIDENCE

The District’s proposed project to upgrade its watex rreatment plant
and increase capacity from 0.75 MGD to 1.5 MGD will include replacement
of the raw water screens with new screens that will allow a water intake
of 1,050 gallons per minute (GPM). Existing vertical turbine pumps will
be replaced with two (2) larger turbine units capable of pumping 1,050
2pM of water to the plant. Discharge piping will be modified and located )

.

in a new wvalve wvault. The District’s flocculation and sedimentation

n processes will also be upgraded. To keep costs down, the first
T Sl S B e T e s S
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flocculation basin will be reused and retrofitted with new eguipment to
allow for the increased flow rate. The existing pre-settling basin will
he converted to the second flocculation basin. Under normal conditions,
the flow will be split to ensure a minimum detention time of 30 minutes
in each basin. The velocity of water out of the basins will be
maintained at lees than 1.5 feet per second to allow effluent
flocculation. The existing 8" static mixer will be reused and two (2)
new sedimentation basins will be built with 262.5 sqguare feet of tube
settler. Each basin will have a mechanical sludge removal system and a
drain to the lagoon. New chemical feed systems and chemical storage will
pe included in a new pre-engineered metal building. Sodium permanganate
will be used primarily for manganese removal, which is not possible with
the present plant. Fluoride will also be fed into the finished water to
improve the health of the residerts. The new building will also include
a new lab, office, bathroom and control room. The high service pump well
and new clearwell will be located under the buillding. To decrease

overall costs, the new clearwell will be connected to the existing:

clearwell resulting in a total clearwell capacity of 100,000 gallons.
only a gingle 525 GPM turbine pump will be added to the existing vertical

turbine pumps. The existing lagoon system will be replaced with &
smaller lagoon and a submersible pump station that will pump the
wastewater to the wastewater treatment plant. (See, Staff Ex. No. 1,

Letter of Transmittal).

The project is estimated to cost approximately £4,918,452. The
proposed project will be financed by an EDA grant in the amount of
81,600,000, a Weyerhauser grant in the amount of 4700,000 and a private
bond issue in the amount of $2,618,492. The $4,918,492 total estimated
cost of the project is broken down as follows, to wit:

Construction $3,544,084
Construction Contingencies 354,408
Engineering . 205,000
Inspection 160,000
Legal 30,000
Accounting 20,000
Administration-Region VII 75,000
Permits ‘ 5,000
Project Contingencies ' 51,000
Office Building 75,000
Funded Regerve 130,000
Capitalized Interest 108,000
Underwriters Fee & Coungel 90,500
Regigtrar Fees 500
Bond Counsel 30,000
Estimated total project cost $4,918,492

Commission Engineering Staff noted that the construction and project
costs are based on estimates, since the project has not yet been bid, and
the actual construction costs will likely increase once the bids are
opened. The District was aware of this possibility and itg manager had
mentioned to Commission Engineering Staff that modification to the lagoon
and construction of the sludge pumping station would be considered as
deductive alternatives, if necessary. (See, Staff Ex. No. 1, Letter of
Transmittal) .
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Commigsion Engineering Staff went on to report that the combined
construction and project contingencies represent 9.1% of the total
project cost and that the engineering and inspection costs represent 7.4%
of the total project cost and 10.3% of the construction cost. The
construction cost represents 72% of the total project cost. Commission
Engineering S8Staff was of the opinion that the foregoing costs are
reasonable. It was also noted by Commission Engineering Staff that the
District’s operation and maintenance costs (0&M) are not expected to
increase as a result of the proposed project and that customer density
and cost per customer were not calculated gince the proposed project
involves permanent upgrades and improvements to an existing system
without the addition of new customers. (See, Staff Ex. No. 1, Letter of
Transmittal) .

Commission Staff reported that, according to the District, all
necessary permits have been applied for; NPDES Permit No. 17,787 covering
the expansion and upgrade of the District's existing water treatwment
plant had been issued by the State of West Virginia Department of
Environmental Health Services on November 26, 2007; the West Virginia
Bureau for Public Health, Environmental Engineering Division, had
reviewed the project plane and specifications and had approved the design
documents; and Commiesion Engineering Staff had also completed a review
of the plans, specifications and other technical documents provided by
the District which revealed no conflict with the applicable provisions of
the Commigsion’s Rules and Requlations for the Government of Watexr
Utilities (Water Ruies) concerning engineering reguirements. (See, Staff
Ex. No. 1, Letter of Transmittal). '

Commission Engineering Staff went on to report that the Digtrict’s
water treatment plant is currently operating 18 to 20 hours per day and
that the Department of Health had recommended that water treatment plants
producing less than 3 MGD take steps to increase their capacity when
their cperations exceed 14 to 16 hours per day. The District’s June 2007
Annual Report reflected that a total 200,203 gallons of water had been
pumped in the preceding year. Since that report, about 100 new customers
have been added and requests to provide water service for an additional
945 customers have been received. Additionally, several commercial
developments are also being planned which could increase the District’s
commercial load by 10%. With a projected population growth of 12%, and
a peak demand factor of 1.33, it was estimated that the District’'s peak
daily water production will reach 1,035,000 gallons. Also, some of the
District’s existing treatment equipment and steel structures have
exceeded their useful life and require excessive mailntenance.
Accordingly, Commission Engineering Staff was of the opinion that the
proposed project is necessary and appropriate given the District’s need
to continue providing safe, potable water Lo its existing customers and
to meet the water service demands of new customers now and in the future.
(See, Staff Ex. No. 1, Letter of Transmittal).

Commission Financial Staff reported that the District currently
operates its water office out of the same building as its water plant.
The Digtrict’s water operations employs eight (8) field workers, one (1)
office worker and a manager. According to Commiggion Financial Staff,
the Digtrict maintains appropriate checking and savings accounts with its
books and records maintained by an independent boockkeeper.
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At the time of the preparation of 8taff Ex. No. 1, the District was
delinguent 4in its payments to the WDA, and Commission Staff had
recommended a surcharge of $0.14 per 1,000 gallons per month to ragolve
the arrearage. However, the District has, subsequent to the preparation
of staff Ex. No. 1, corrected the deficiency to the WDA and, therefore,
the $0.14 per 1,000 gallons per month surcharge recommended by Commission
Staff is unnecessary. (See, Staff Ex. No. 1, Letter of Transmittal; WDA
letter filed November 7, 2008; Tr. p. 8).

The District’s current long-term debt consists of the following:

Annual Date of
Debt BHolder Payment Maturity
1996 Rural Util. Service A s 18,015 ' 2036
1996 Rural Util. Sexvice B 4,068 2036
1998 WV Water Dev. Auth. 28,625 2038
2001 Private Bond Issue 153,668 2041
2008 WVIJDC 132,964 2045

2007 WVIJDC ‘ 26,684 ' 2047

runds were provided for continued funding of the debt gervice reserves
for the 2001 Private Bond issue and the WVIJDC loans. (Bee, Staff Ex.
No. 1, Letter of Transmittal).

The District requested a two-step rate increase. The Phase I rate
will go into effect immediately and will address the current costs of the
Digtrict. The Phase II rates will go into effect upon substantial
completion of the District’s proposed project to upgrade its water
treatment plant. Therefore, Commission Staff provided for a two-step
increase in rates. The Staff-recommended No. 1 Rates addressed going-

level increases, while the staff-recommended No. 2 Rates addressed

increases associated with the District’s proposed water treatment plant
upgrades project. (See, Staff Ex. No. 1, Letter of Transmittal).

Based upon the Class Cost of Service Study No. 1 performed Dby
Commission Staff, rates and charges were developed which were deemed to
be fair and equitable to the respective customer classes. The Staff-
recommended No. 1 Rates will result in a minimum bill of $23.38 based on
2,000 gallons of water used per menth and an average bill of $43.38 based
on 4,500 gallons of water used per month. The 8taff-recommended No. 1
Rates will produce a cash flow surplus of $83.00 with a debt service
coverage factor of 122.85%. The Staff-recommended No. 2 Rates will
result in a minimum bill of $27.50 based on 2,000 gallons of water used
per month and an average bill of $52.03 based on 4,500 gallons of water
used per month. The Staff-recommended No. 2 Rates will produce a cash
flow surplus of $218.00 with a debt service coverage factor of 115.76%,
Commission Staff also recommended that the funding for the District’s
proposed water treatment plant upgrades, consisting of an EDA grant in
the amount of 81,600,000, a Weyerhauser Grant of $700,000 and a private
bond issue of $2,618,492, through Crews and Associates at an interest
rate of 5.25% for a term of 30 years, be approved. Staff noted that
commitment letters for all funding sources had been received. (5ee,
staff Ex. No. 1, Stmt. D, Sched.’s 7 and 8, S8tmt. H; and Letter of
Transmittal) .

H
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The District concurred with the increased rates and charges
recommended by Commission Staff. (See, Trang. p. 9).

DISCUSSION

The rates recommended by Commission Staff in this case to address
the District’s current costs of operation appear to bé reasgcnable and
were designed to cover the District’s O0&M expenses, meet all of the
District’s debt service regquirements and, accordingly, will be approved.
Additionally, based upon a review of the District’s certificate
application and Commission Staff’s written recommendations set forth in
Staff Ex. No. 1, it is clear that the District’s proposed upgrade project
is needed to continue providing safe, potable water to its exigting
customers and to meet the water service demands of new customers now and
in the future. Accordingly, the District’'s certificate application will
be approved. ' .

The financing for the proposed upgrade project, consisting of an EDA
grant in the amount of 1,600,000, a Weyerhauser Grant of $700,000 and a
private bond issue of 52,618,452, through Crews and Associates, at an
interest rate of 5.25% for a term of 30 years, are reasonable and will be
approved. The Staff-recommended project rate increase will provide
sufficient, but not more than sufficient, revenue to cover the District’s
O&M expenses and all of the District’'s debt ‘service requirements and will
be approved.

FINDINGS OF FACT

1. On February 15, 2008, the Flatwoods-Canoe Run Public Service
Digtrict filed an applicaticon for a certificate of convenience and
necessity to construct certain improvements and meodifications to upgrade
its water treatment plant’'s capacity from 0.75 million gallons per day to

‘1.5 million gallons per day. The proposed project will be financed by an

EDA Grant in the amount of $1,600,000, a Weyerhauser Grant in the amount
of $700,000 and a private bond issue in the amount of 82,618,492, {8See,
February 15, 2008 filing).

2. The District proposed an interim 27.25% increase in rates to
meet current operations and maintenance costs and to pay its existing
bonded indebtedness and, upon completion of its proposed project, an
additional rates increase of 14.04%. (See, February 15, 2008 filing) .

3. The Water Development Authority filed a petition to intervene
stating that it held water revenue bonds of the Digtrict which were then
deficient and that it had a legal interest in this proceeding to ensure
that the Commissgion sets rates which take into account the WDA's
interests as a bondholder of the District and the bond deficiencies.
(See, February 21, 2008 filing).

4, Oon March 12 and 19, 2008, the District filed affidavits of
publication reflecting that, in compliance with the Commigsion’s February
15, 2008 Order, the Notice of Filing had been published on February 26
and March 4, 2008, in the Braxton Citizens' News, and on February 28 and
March 7, 2008, in The Braxton Democrate-Central, newspapers duly
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gqualified by the Secretary of State, published and of general circulation

in Braxton County, West Virginia. (8ee, affidavits filed March 12 and
1¢, 2008).
5. The Birch River Public Service District filed a petition to

intervene, stating that, as a resale water customer of the District, it
had a legal interest in thisg proceeding to ensure that any order issued
in this matter regarding the District’s resale rates takes into account
the interegts of the Birch River PSD. (S8ee, April 1, 2008 filing).

6. The District Ffiled a - Form of Cextificate of Pogting,
publication and Mailing to Water Customers and Resale Customers of the
Flatwoods-Canoe Run Public Service District’s Change in Tariff. (See,
April 2, 2008 filing). ‘

7. By Interim Recommended Decision dated April 22, 2008, final May
12, -2008, an interim across-the-board rate increase of 27.25% was
approved, subject to refund, and the Staff-recommended interim rates, as
set forth in Appendix A attached thereto, were approved for use by the
Nistrict on and after the date said Order became final, provided that the
District could not charge those rates until it had fulfilled the
publication requirement set forth in said Order. The Interim Recommended
Decision alse granted intervenor status to the Water Development
authority and the Birch River Public Service District. {(See, April 22,
2008 Interim Recommended Decision) .

8. Commission Staff reported that the District’s water treatment
plant was currently operating 18 to 20 nours per day and that the
Department of BHealth had recommended that water treatment plants
producing less than 3 MGD take steps TO increase their capacity when
their operations exceed 14 to 16 hours per day. Additionally, since the
District’s last annual report, about 100 new customers have been added,
and requests to provide water service for an additional 945 customers
have been received, in addition to several commercial developments being
planned which could increase the District’s sgommercial load by 10%.
(gee, Staff Ex. No. 1, Letter of Transmittal).

9. Commigsion Staff recommended that the District be granted a
certificate of convenience and necesgity to perform the water treatment
plant upgrades at issue herein, and that the project financing consisting
of an EDA grant in the amount of $1,600,000, a Weyerhauser Grant in the
amount of $700,000 and a private bond issue of 52,618,492, through Crews
and Asgociates at an interest rate of 5.25% for a term of 30 years, be
approved. {See, Staff Ex. No. 1, Letter of Transmittal) .

10. After review and investigation, to address current going-level
revenue requirements, Commission Staff recommended rates which will
regult in a minimum bill of $23.38 based on 2,000 gallons of water used
per month and an average bill of $43.38 based on 4,500 gallons of water
uged per month. The Staff-recommended going-level rates will produce a
cash flow surplus of $83.00, with a debt service coverage factor of
122.85%. (See, Staff Ex. No. 1, Stmt. D., gched. 7, Stmt. H; and Letter
of Transmittal}.

11. After review and investigation, to address increases associated
with the District’s proposed water treatment plant upgrades project,
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Commission Staff recommended rates which will result in a minimum bill of
$27.50 based on 2,000 gallons of water usged per month and an average bill
of 852,03 based on 4,500 gallens of water used per month. The Staff-
. recommended project rates will produce a cash flow gurplus of $218.00,
with a debt service coverage factor of 115.76%. (8ee, Staff Ex., No. 1,
gtmt. D., Sched. 8, Stmt. H; and Letter of Transmittal) .

12. On November 7, 2008, counsel for the WDA filed a letter stating
that, as a result of recent payments, the District’s account deficiencies
with the WDA had been corrected, and, therefore, a proposed 30.14 per
1,000 gallonsg per month surcharge was unnecessary. (See, Letter filed
November 7, 2008).

12. On November 13, 2008, counsel for the Birch River PSD filed a
letter stating that the Birch River PSD had no objection to the Staff-
recommended rates and charges. (See, Letter filed November 13, 2008).

14. The District concurred with the recommendations and the

increased rates and charges recommended DY Commission Staff. (Bee,
Trans. p. 92).

CONCLUSIONS OF LAW

1. The public convenience and necessity reguire the issuance of a
certificate of convenience and necessity to the Flatwoods-Canoe Run
public Service District to construct certain improvements and
modificatione to upgrade its water treatment plant’s capacity from 0.75
MGD to 1.5 MGD.

2. It is reasonable to approve the financing for the project,
which consists of an EDA grant in the amount of $1,600,000, & Weyerhauser
Grant of $700,000 and a private bond issue of $2,618,492, through Crews
and Associates at an interest rate of 5.25% for a term of 30 Vears.

3. Under the particular facts and circumstances of this case, and
considering the recommendations of Commigsion Staff, it ig reasonable and
appropriate to approve the staff-recommended No. 1 rates, attached hereto
as Appendix A, for all services rendered by the District on and after the
date that this Recommended Decision becomes final.

4. Under the particular facts and circumstances of this casge, and
congidering the recommendations of Commisgion staff, it is reasonable and
appropriate to approve the Staff-recommended No. 2 rates, attached hereto
as Appendix B, to become effective for all gervices rendered by the
District on and after the date of substantial completion of the subject
water treatment plant upgrade project.

CRDER

IT IS, THEREFORE, ORDERED that the application filed herein on
February 15, 2008, by the Flatwoods-Canoe Run Public Service District for
a certificate of convenience and necessity to construct certain
improvements and modifications to upgrade its water treatment plant’s

Public Service Commission
of West Virginia
Charlesion
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capacity from 0.75 million gallone per day te 1.5 million gallons per day
be, and hereby is, approved.

IT I8 FURTHER ORDERED that the financing for the project, consisting
of an Economic Development Agency grant in the amount of $1,600,000, a
Weyerhauser Grant of $700,000 and a private bond issue of $2,618,492 be
and they hereby are, approved. .

IT TS FURTHER ORDERED that the Staff-recommended increased rates and
charges, attached hereto as Appendix A, be, and hereby are, approved for
use by the Flatwoods-Canoe Run Public Service Distriet for all services
rendered on and after the date that this Recommended Decision becomes
final.

T 18 FURTHER ORDERED that the Staff-recommended rates and charges,
attached hereto as Appendix B, be, and hereby are, approved for use by
the Platwoods-Canoe Run Public Service District for all services rendered
by the District on and after the date of aubstantial completion of the
project certificated herein. -

IT IS FURTHER ORDERED that the Flatwoods-Canoe Run Public Service
District file an original and at least five (5) copies of a revised
tariff reflecting the rates set forth in Appendix A within thirty (30)
days of the date that this Recommended Decision becomes a final order of
the Commigsion. Additionally, the District shall file an original and at
least five (5) copies of a revised tariff for the rates set forth in
Appendix B within thirty (30) days of the date of substantial completion
of the project certificated herein.

_ T TS FURTHER ORDERED that the Flatwoods-Canoe Run Public Service
District be, and hereby 1s, directed to aubmit a certificate of
substantial completion of the project from its engineer as soon as it
becomeg available.

IT TS FURTHER ORDERED that the Flatwoods-Cance Run Public Service
District be, and hereby is, directed to file a copy of the engineer’s
certified tabulation of bids for the project within ten (10) days of the
opening date.

IT IS FURTHER ORDERED that, if there are any changes in the plans
and/or scope of the project or if a change in financing affects rates,
rhe Flatwoods-Canoe Run Public Service District shall obtain Commission
approval of such changes prior to commencing construction.

TT IS FURTHER ORDERED that, if there are any changes in the project
costs that do not affect rates, the Flatwoods~Canoe Run Public Service
District shall file herein an affidavit duly executed by its accountant
verifying that the District’s rates and charges are not affected.

IT IS FURTHER ORDERED that, if this project reqguires the use of
Division of Highways’ rights-of-way, the Flatwoods-Canoe Run Public
Service District comply with all rules and regulations of the Divigion of
Highways regarding the use of those rightg-of-way. .

IT IS FURTHER ORDERED that this matter be, and hereby is, removed
from the Commission’sg docket of open cases.
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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 recelipt requested.

Léave is hereby granted to the parties to file written exceptions
gsupported by a brief with the Executive Secretary of the Commission
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 said exceptions.

T no exceptions are so filed this order shall become the order of .

the Commission, without further action or order, five (5) days following
the expiration of the aforesaid fifteen (15) day time period, unless it
ig. ordered stayed or postponed by the Commission. ‘

Any party may request waiver of the right to file exceptions to an
Administrative Law Judge's order by £iling an appropriate petition in
writing with the Secretary. No such waiver will be effective until
approved by crder of the Commigsion, nor shall any such walver operate to
make any Administrative Law Judge’s Order or Decision the order oI the
Commission sooner than five (5) days after approval of such waiver by the
Commission.

S (T

hn P. Carter
Administrative Law Judge

JPC:cdk
080l65ac.wpd
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APPENDIX A
Sheet 1 of 2

FLATWOODS CANOE RUN PUBLIC SERVICE DISTRICT
CASE NO. 08-0165-PWD-CN
APPROVED RATES 1 ‘

APPLICABILIEY
Applicable within the entire territory gerved.

AVAILABILITY .
Available for general domestic, commercial, industrial and sales for
resale water service. :

RATES (customers with metered water supply) ‘

First 2,000 gallonas used per month '$11.69 per 1,000 -gallons
Next 28,000 gallons used per month - § 8.00 per 1,000 gallons
A1l Over 30,000 gallons used per month § 4.25 per 1,000 gallons

MINIMUM CHARGE
No minimum bill will be rendered for less than the following per
month according to meter size: :

5/8-inch meter 3 23.38 per month
3/4-inch meter s 35,07 pexr month

1 -inch meter $ 58.45 per month
1-1/2-inch meter & 116.90 per month
~inch meter $ 187.04 per month
-inch meter § 374.08 per month
-inch meter $ 584.50 per month

$

-inch meter 1,169.00 per month

o W

INDUSTRIAL RATE
$5.74 per 1,000 gallong used per month

WATER SALES FOR _RESALE

' "1l water for resale to Birch River Public Service District will be
billed in accordance with the approved rate of $4.11 per 1,000 gallons
used pexr month. ‘ :

DELAYED PAYMENT PENALTY '

The above schedule is net. On all accounts not paid in full when
due, ten percent (10%) charge will be added to the net current amount
unpaid. The delayed payment penalty 1ig not interest and is only to be’
collected once for each bill where it is appropriate.

RECONNECTION

$£20.00 '

To be charged whenever the supply of water ig turned off for
violatione of rules, non-payment of bills or fraudulent use of water.

Public Service Comimission
of West Virginia
Charleston
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TAP FEE
The following charge is to be made whenever the utility installs a

new tap to serve an applicant.

A tap fee of $200.00 will be charged to all customers who apply for
service outside of a certificate proceeding before the Commission for
each new tap to the service.

RETURNED CHECK CHARGE

A gervice charge egqual to the actual bank fee assessed to the
District up to & maximum of $25.00 will be imposged upon any customer
whose check for payment of charges is returned by the bank due to
insufficient funds.

LEAK ADJUSTMENT . : .

$0.94 per 1,000 galions is to be used when the bill reflects unusual
consumption which can be attributed to eligible water leakage on the
customer's side of the meter. This rate shall be applied to all such
unusual congumption above the customer's higtorical average usage.

SCHEDULE T1

FIRFE PROTHECTION SCHEDULE

AVAILABILITY OF SHERVICH
Available for private fire protection service.

RATE

Where connections, hydrants, sprinklers, etc., on private
property are maintained by consumer:

Per Month:

5-inch Service Line with hydrants, sprinklers,

and/or hose connections g 2.50
3-inch Service Line with hydrants, sprinklers,
and/or hose connections $ 5.65
4-inch Service Line with hydrants, sprinklers,
and/or hose connections $ 9.90
6-inch Service Line with hydrants, sprinklers,
and/or hose connections $ 25.10
g~inch Service Line with hydrants, gprinklers,
and/or hose connections $ 41.15
10-inch Service Line with hydrants, gprinklers,
and/or hoge connections $ 73.00
12-inch Service Line with hydrants, sprinklers,
and/or hose connections $102.25

DELAYED PAYMENT PENALTY
The above schedule is net. On all accounts not paid in full when

due, ten percent (10%) charge will be added to the net current amcount
unpaid. The delayed payment penalty is not interest and is only to be
collected once for each bill where it is appropriate.

—— -
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FLATWOODS CANOE RUN PUBLIC SERVICE DISTRICT
CASE NO. 08-0165-PWD-CN
APPROVED RATES 2.

APPLICARILITY
Applicable within the entire territory served.

AVATLABILITY
Available for general domestic, commercial, indugtrial and sales forxr
resale water service. ‘

RATES (customers with metered water supply)
Tirst - 2,000 gallons used per month £13.75 per 1,000 gallens
Next 28,000 gallons used per month - $ 9.81 per 1,000 gallons
All Over 30,000 gallens used per month $ 4.50 per 1,000 gallons

MINIMUM CHARGE
No minimum bill will. be rendered for less than the following pex
month according to meter size:

27.50 per wmonth
41.25 per wmonth
1 -inch wmeter £8.75 per month
-1/2-inch meter 137.50 per month

5/8-inch meter g
$
8
$
-inch meter § 220.00 per month
$
$
s

3/4~inch meter

-inch meter 440.00 per month
-inch meter 687.50 per month
-inch meter 1,375.00 per month

O W DD

INDUSTRIAL RATE
$6.00 per 1,000 gallons used per month

WATER SALES FOR RESALE

" R11 water for resale to Birch River Public Service District will be
billed in accordance with the approved rate of $4.51 per 1,000 gallons
used per month. o

DELAYED PAYMENT PENALTY

The above schedule is net. ©On all accounts not paid in full when
due, ten percent (10%) charge will be added to the net current amount
unpaid. The delayed payment penalty is not interest and is only to be

collected once for each bill where it is appropriate.

RECONNECTION

$20.00 _

To be charged whenever the supply of water is turned off for
violations of rules, non-payment of bills or fraudulent use of water.

Public Bervice Commission
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TAP: FEE
The following charge is to be made whenever the utility installs a
new tap to serve an applicant.

2 tap fee of $200.00 will be charged to all customers who apply for
service outside of a certificate proceeding before the Commigsion for
each new tap to the service.

RETURNED CHECK CHARGE

A gervice charge egual to the actual bank fee asgessed to the
Digtrict up to a maximum of $25.00 will be imposed upon any customer
whose check for payment of charges is returned Dby the bank due to
insufficient funds. '

LEAK ADJUSTMENT , _

$0.94 per 1,000 gallons is to be used when the bill reflects unusual
consumption which can be attributed to eligible water leakage on the
customer's side of the meter. This rate shall be applied to all such
unusual consumption above the customexr's higtorical average usage.

SCHEDULE II

FIRE PROTECTION SCHEDULE

AVAILABILITY OF SERVICE
Available for private fire protection service.

RATE
Wwhere connections, hydrants, sprinklers, etc., on private
property are maintained by consumer: :

Paer Month:

2-inch Service Line with hydrants, sprinklers

}
and/or hose connections $ 2.50
3-inch Service Line with hydrants, sprinklers,
‘and/or hose connections § 5.65
4-inch Service Line with hydrants, sprinklers,
and/or hose connections $ $.90
6-inch Service Line with hydrants, sprinklers,
and/or hose connections g 25.10
g8-inch Service Line with hydrants, sprinklers, ,
and/or hose cornections 8 41.15
10-inch Service Line with hydrants, sprinklers,
and/or hose connections § 73.00
12-inch Service Line with hydrants, sprinklers,
and/or hose connections $102.25

DELAYED PAYMENT PENALTY

The above schedule is net. On all accounts not paid in full when
due, ten percent (10%) charge will be added to the net current amount
unpaid. The delayed payment penalty is not interest and is only to be
collected once for each bill where it is appropriate.

. s s
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Braripn County, 1

L John . Jordam Clerk of the County Commission of Bresion Counry,

West Virginiz, do beesby carcify that the foregoing writng i o trua copy from the records it my oifice,
tg-4 b

the terne sppessing i Generel Order _ Beok No_ 20 .at page Na

Ocoeber

Glven under my hend ind the sexl of said Commission
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e - u--ﬁn:.‘-.h TONTY, WS ST,
ib;','u“(‘g-’”é '7?# ¢‘;"/35?4
o 26 20 IN THE WTTER OF $YE ELCBENT OF NE

FLATSENE - CASE LM PUBLIC SERVICE
DISTRICT,

WEREAS, on the 15th dey of Yerch, on 1§ own =ONICH, 3t onw

of izs ﬁéﬂln? msetings, uanimksly sustained ity cwn motion, Lo enlarpe '
the Flatweods-Canse R Pbile Servics Bistrict, dreing |7 necesisry, feks
sible and propav o 8¢ enlaTpe 1E4d Flotwooels Cerme B Puslic Service Uis-
trict, d slso @ itz oen EStian ORIERD the Clerk of this Crsmisyion 1o
neve published ot least tnce & potice of & public hearing in & nevspeper
‘a{ gensrelld.mluim ts Travtea Cmaty, Yest Yirginis, and (o post in 2t
jeast flw, (51,':::::‘4‘9{::#& pleces in the prorosed enlavgesmnt of 12id e
1ir servics district 4 comy uf suid motics, statiag, in paTy and in subsYance,
that tha ;x.biicf bs&ri.ng_bffom this Comaiztion would be hetd &t the Towm of
Sottdn, in the Courtroan of the Clreuit Cowrt of Waxton Tounty, Vst Vir-
ginte, in the Courthauss of Brayuom Coemty, Mest Virgindz, & Truarsday

the 1lth doy of Mpril, 1985, st T30 stclock, 7K., for the psarposs of hearing
pey and all persans residing lx, or saing or having say interesl L0
property in such prgosed enlarpement of paid pblic servica distvicr, for
or agiinst its enlarpument; and T c88d hearing said Comsssion would con-
sider and determize the feesibilily of the enjarpement of said public ser-
len district, fnd would dtersint shether or ot the canstruTtlon or sl
sition by porchede or othelwise, aed mminvonsnes, operition, LEpToVeEATI,
end exvangion m?'wca mxi: service properties by suh aniarpesent of satd
mblic tervice dstrict w11 bw conducive o the preaeTVaTion of public
Bealth, ctmfort end coerenlence of sy ares.

WERERS, the Ciark of this Commlspion causad to be pblished in e B
tom Citdend Mewen in The Lszus 9f ¥arch 28, 128f, the following ¥otlce, newely:

K11 paTEON reeiding 8, sming oy hiving sy Lararesl in progarey

LEIEn

Sying i thin tha EERN drtex of Wally, 1 the dagis arial Diseriet
of Salt Lck, womt tha Tomn of BAraeills, md The Msgisrarisl DEevrict



of Otte?, axcent Uhese jortlons Nk included n the Mowndaries of the

Suger Craek Pbllc Serrice Hatrict, la Ouwar Districr, jutiuaat v va
provistans of Cuprer 16, Sreiek 184, Soctias 2 ¢f the Codw of Yest Yir.
ginia, & mmended, sre haredy Matifisd md advised that e Conty tae
nissien of m‘mm West Virginiz, om 113 oenn motion, &tered o

b

March 15, 1965, progosed 1o enlirge the present Flatwoods-Ouree B b
e Service District to inlude md b g follows:

%231 of the Megisterial District of Holly; g1l of tha Magls-

eprial Digtriey of 5alt Lick, mrospt W.TM of Boravilie; wnd 211 Of
the Mugistarinl Dizrricy of Octer, sxzept thosd partions now included

(s the bondaries of thy SupaT Cresk Buslic Servics Blstrict Wi et
rreice, bur 811 of said Flapemods -Corom Ran Pblic Service Dlstrier
Rall be confined within Brecton County, ¥est Vivginde ™, wd that
Geder hes Baen eatared by said Conty Comdssion floitg Tearsdsy, fordd 11
1985, et 71X olcisck, P, in the Courtroas of the Civeule (st of
trerus County, Yest Virginda, iy the Brarum (oumty Cogthoxs, & tha
dmvy, thee md plass tar g pblic hesring Wpon the quegtics of the piveoss
" pnlavpememt of satd mbllc szrrien datriet to feclods the aforeseld tarvl
tory, &t vhich mewting you WY stseed Lf you wa desire.

Thix the 15th day. of Werck, 1323,

Pt etk ~
Crmsd ns lon oi}mnm forinty ,
wrginie.

CerTil he REALY -
Yol
{312y

WEREAY, & copy of seid Notice wag Guly posted fa 3t least five

(5}, cosmpicasy places U the propased enlergemel of tald pilic sarvicy
dsreict) s,

W,m&mﬂmimemnamﬂm.ms
s 13 etoleck, rx.mmwwafmummwa{mm
Mﬁw,nmwmmemmmaw.Msm
g 13 oiclock, ?ﬂ.,Mmen&mmm sxid pblie bearisg

Sor the Teoscaa KROTERENE( T The TessamS srated tn said Yotlon wd tor -

memwwmwmumwmmwmmum
wirgininy e,



R N

WERELS, thg Comgmisiicn hegrd all parsomm for e ggRiMET the
entsrpammat of sald Flatwosds Cazoe ha Raslic Servies District, i Trd ide rod
the fessibility of the eniavpement of sald Tigericr, and the Betiar mplicabls
1 the mostiesnt of the sald public serdce diztriet, tud, oftay vy
cwmgiderarion this Comispion is of the opindon that seid preposed enlivgemsne
of said pitlle sarnica Hetriet ghoud be enlarged mnd clested, U2 traation ‘
and enlorpement 9f yuch enlavgémsmt of s5id pablic servies dlyeries being
fusgible and being cmdxive o the presarvution of mésiic hesl th, woafort
ard trmvenierss of nzfn' presm; o,
SERERS, on oral ‘protest vas wada by Charles Semirzar, My of
tha fowm of Durmsville, egelnet said projosed snlarguRant of :tin'k m."uc
Service District fnsefar as Ltwould pffect the Townr of Romaville end (ra
water system and requasted that 2 Sy of Bansville not be restrictsd
ts {ts corporete 1lmits and o Include other ress srosd Bunsvilla, eluding,
bt mot 1izited t6, the ares 2 md Including Orlznds, the =¥es o Glmey,
the avea to tnd includlng Csam, and the ered sdjecmt theTeTs, &d to axted
fress the Town of Buveville back w8 the Gilmer County lina, &nd baing Ut Erea
below Burnsvilley &nd,

wEmEas, seid mtﬁ'mg tnd bearing was sdimoosd umtil & repuer
poting of this Cosmelscion of Eridey, dpril 13, 19€5, oF §:80 o'clock, AJL,
to esiter o orter mmtims duoring itz seid remuar seusion om April 15. 1585,
crantizg Use enlirgeest of seid phile sarvice dizerices and,

‘ wmEsg, this Cosmizyion Bet i ons of its regular petsios o
Priday, Apeil 18, 1985, stsrting st $:00 stclotk, AL, =4 el thrss, (5.
memdaty baling pewsent, m;‘mttazmlmin&immmditmagmmt
WWMW@MWW!MWWH;M-WMMR
Sarvies Dlstrict, im falt Lick District, braxton (mecy, Ut Virgalx, eod
mtmmmamamtmwwm 1 be ppreesble to The
ofEicials of the Towd of Bursevills nd aspacielly Carles Sreitzer, fhen Mays
of the Toex of Bursorills, which e Later domwe ma Seprmsber 11, 1855, by
Crtrles Swealtist, mwlmg the Tonem of Burserille, t2d JativeT J._Jm,
reprysiag, ha. Flatwole Came R RAUS Service Ratrict, wdich e
me&dw.mmmmmm throet win patisd with ved
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4., Hne pLACSS TRATWE Lo Gumlgretd the bueasries hartent 15 by e

wasliged, wd the Benaville tres 1o be excluded shall bo w0 follow:

Pelloring the Tandery lizsg betwwen the lantle of lards e
Cilasr, with ¥rexuwem CoAmey, ond suarting (a the Towwm of Village of Drlonds,
wdjolning e Larts Tounty e, theres folloring 011 Croek, to the Condliens:
of Pogay Run and o1 Creat, & fesigrated on suid @y, Thence la & sz.‘mr;r
- direction ta ths bacisatsty of Wlauley R, wd to the Ruwville ea Sitw,
thecc & struight line ra Herked o 3aid mep 15 tha confhamcs of Patty's
| un and Salt Lick Creak; thance Northerly 1o the Villege of Cem, & surisd

-

e sald mep, thanas slong with the right fork = merred o daid mep,

the backstars. e.—fmlfpmhm mfalxmwmzmwmm
an perxed of uié memp, thence with Highwey Moo 3w the Gy Dmaty
ting, &nd being st o7 Best Toler Kotk et the Giner Tousty lins; aod the thpe
mabers of the Comwirslmvoted wsnizossly to s tain 1£1d mticn for the
el ergement of sald ?:.;:Iic Servize Dizrric.;:. sald wres shell mot Slude we
Burnsville Arnd b warked sl dosipmsted om said =%

It i5, terafory, CREIED thet thare be, nd beraby i, cracced
e gnlargoseny of the Flatwoods-Cieog Fan Réilic Sopvice Dlstricti that te
serritory @ b mbracsd vithin peid enlavpesst, within® the pald Mstsicr,
wy inciichs Bl to be ss fulloes!

w131 of the Megisterizl Bistrict of Holly: u:ﬂmﬁmmm
Matriet of SaIt Lick, emept te Runeville Aree se desipetsd rod mrked
mwsmaadmmwnmsfmmmwmw@m
of the Bseville Bigtrict shall b the bundary liss betwewm Irsum Lonty
wmmumﬁmmm,mmmswwmmmW
Vilisge of Orlmds, mjmmuuhmwum,mﬁnmm
Crosk, wm@m«mmmmm,mmw@.mmd
B, mmawxyam%w:nxuwmm mtd o bhe
Wﬂ%mﬁw,wgnm@tIMMmmmdmmmmﬂt
wm'ammm:mm.mwwmmwwﬁ&mm
m&mm&m,mumudmmm;ﬁrkmwmmuﬂm.
mmmdmsmmmmm:mauzum w8
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skt on sald mmp, WGwocs vith Rlghey ¥, 3 @ tha Glisey County lioms,

g being 86 or tesy Tolat Rerk 4r the Clleew Cousmy il eich ares ull

v exclided from the FlatsoedsLinoo W Pslic Zervice District, 22 thows on

seid map and the boeederisa pevked ln red; &nd the Fhowoods Cancs B Balsc

Savvice District ghall alse {rclude Um pagisterizl Mhavrict of Otter, e
-~ thpga poriios nov Lncludsd in the boundaries of the Suger Cresk Rblic Samic

Matrict, withia Ovtar Dstrice, but ell of 231d Flatwoodz-lmow A Pohiic -

Servics Datrict shell be coafined within braxton (manty , West Yirginia,*

that sald Flavweds -Caoe Ra mislic Servica District shall have all such

Wn,@mgm&mwmmwmmzm 8f the Stats of Vs

Viw 50 tmds b provided tarefor Lo the eld DletTict end 1n the

tereiieey ia this enlrgesent of stid pisiic service diaTvitt.

Btarod this '78“@; oA Hth e o , 19886

-

wmmmmwmm
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L Johp 0. Jordsp

Clerk of the County Coumizrisg of Braxwn Counry,
W ert Vf:"‘yni&, 6{1 W mf)’ &t ﬁlﬁ furegax’.ng Wﬁﬁn[ it & trug copy from the rm in my oifice,

.
the sme np?emng = Dasd Book Ne_.. 828 .t page No 314 .
Given under my hand and the seal of wid Commission thit e Zfth day of
o ;
1930 . -
Cletk
" . .c-‘ ™ ';:,f
cruatire o) U0, BATOR, waf — RGP 1), 0018 * . ..,"”'“ -
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AEEYRep T

$TATE SF WIST VIRGINIAL

ameerTe F 3RAXTOM. TOAWIT:

7 This .da.y personally zppeated before the undersignes NeTan
suktic 1n and fer zhe staze and county aforesald, Jenbver § znes
whe, being by me first duly swern, upen nig sach deposes and $2¥s

L. thaw He (& an attorney at lav practicing In Suzian,
Rraxzon County, West Virginia.

2. That ke wa$ the coungsl oo Canoe Run Public Sarprize
tgerier From apd including zil~"vhe calendar vear 1968 ‘o and
ncluding Janvsry 2, L968.

3, That he was coumsel te Flaowoods Publiz Servics
biscrice from snd insluding all the. calendzr ywar 1987 wo and
including January 2, L1968,

G, That he has been counssl to Flarwoodsg-Canos Run Publiz

cervice District from and tncluding January 2. 1968, to cthe <ata
hereof.
5. Thaet, 48 such counsel, he astisted in the crestiaen ef
Canoes Run Publlc Service pisetricn and Flatwoods Public &ervice
hierrice, the consalidation of Cance Run Public Sarvice biscrigr and
rlarwneds Public Service District 2s ons public service discrict knesm
25 Flzrwoods-Cance Run Public Service plserier and che enlargement ol
flacwoods -Canoae Run Public Service Disurice.

4. Thar, to cthe berc of his Ynovledge, Lnformanion anc
belief, cthe petitions filed in connection with tha creation of both
Canoa Run Public Servics Disceict and Flacussds Publie Service
plyvriet contsined the signaturses of the reguived number of Legatl
vorers rasident within and owning real proparty dithin che Liwivs of
she respactive public servics districuy.

7. That all netices required to be posted znd/or pub Lished
under Chaptar 1&, arcicle 134, Seccion 2 of the West Virginla Code of
1931, as amended, and the ocher zpplizable provisioas of law, as In
efFect at the velsvant time of gloes, in connection wich the ereation
of both Canos Run Public Service Diguricc and Flacwoods Publle Secvice

2t



W

v
£

serice. the comgolidation 6f Canoe Run Public Service Digcrias ams
azwvoods Public Service Distriat as ohe publie service diszrizz ®nevT

Flarwoodf-Canoe Run Publlc Service disrrics and the enlargement z¥
atwosds-Canoe Run Public Service Bigrrice were posted and/3r
blished in accordance with such vequivemencs of law.

Taken. subscribed and swern To before os thix lach day of

Novesber, L350,

My commission explres: &géﬁg;n-ﬁp; F o
: Notary Public ’ 4
L1/13/%9¢ £
FORE.GG3 4
29212/88002 ]
b
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AT THF. BECGULAR MEETING OF THE
COMMON COUNRCIL OF THE TOWN OF
SUYTTON, WEST VIRGINIA, RELD ON
+HURSDAY, JANUARY 23, 1868, AT

C T THE COMMUNITY BUILDING, ITS
’REXJULAR MEETING PLACE

Counclimen __ © g, W, Humnhrevs . .

{ move that the following Resolution be adopted by the Commen
Counctl of the [nwas of Sutton, Wegt Virginle, znd thei the Counell waive

sny further readlags of the propoisd Rezolution, the Hezolution belng

s follows:

"i.w 1t Ordsined And Resolved By The Common Council Of The
Tawn (] Sutfon:

The Uommon Councll of ths Town of Sutten hereby regalves
thet the boumdsries of, and within, the cerporate limits of the Towns of
Sutten shall be forthwith tncﬁ:de&d withln the bounduries of the Fistwouds-
Canage Pun P*uhuc_Servica District, and the Common Council of the Tows of
Sutton heraby consems to the ferthwith tnclu.swc of she bwlx;dar{ex of, aed
the bounderies of

within, the gorporale Umits of the Town of Sutton within

the Flatwoods-CUance Rup Public Service Distriet, "

Coungilman 3. W. Stoneking .

{ second the motion




After due deliberation and discusslon it was voted unanimousty

.

“to mee:&iue.f. and forthwith sdopt the proposed regalution in lta contlrety,

there being prexent at sald voting the fellowing perzana, narmely:

R

U L o __Ho’iccmh , Meyor of the Town of Sniten,
R. W, Cn t]::':p' : ., Reeerder of the Town of Suttos,
and ___C. . lumphrays ot L B S LT
— J. 0. Logar : N
zod : , members of thy Common |

*

Counclt of the Town of Sulton, 211 of whom voted in the affirmative to

ndopt szid proponed resclution i its entirety withou! amy change thereal of
tharein; agd urther &t gald time zil of said perzons voted in the alfifmative
to walve #nd to dispense with any reading or rzedinFe nf seid proposed

resalution.
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the Town of $utccn:/hereby certify that the forsaoing Mespiutisn
was duly adontéd by unanimous affirmative vote of the memoers
of the Comnc; Councxl of the Town of Sutten, west Yirginia, and
the affirmative vote of szid Mayor and Recorder of sald Town

of Sutton. West Virginis, at a regular meeting neid of said

mu npicipal council cf the Town ¢f Sutton, on ;he_zird_day of

January, L90%. :

TOWN OF SUTTUN : //

BY: /—"C" ‘f -‘rmﬁ s {!‘/
"Tts Recm‘rder

f
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rd




AT THE RFGULAR MEETING OF THE
COMMON COUNCIL OF THE TOWN OF
GASSAWAY, WEST VIRGINIA, BELD
OM THURSDAY, JANUARY 23, 1pg9,

- AT THE COMMERITY BUILDING, IT3
REGULAR MEETING FLACE

Councilman ___ Harry F, Ever .

s

{ move that the following Resolutise ba sdopted by the Comrmod

Cognell of the Towy of Gaspawsy, West Vierginia, wpd that ke Counsil

wrive any further resdingy sf the proposed Hesoletion, the Resalytion

being 2g follows: . .

-

r

“la 1t Ordalned And Regolved By The Common Counell Of The

Town Uf Gazdr wry
Tn= Lomman Council of the Toen of Gassaway hareby resolves

that the boundaring of, gnd within, the corpursie timitg ol the Town of

Gangaeny shnll ho fogthwith included withln e beandaries of the Flatwoods~

Canoe Hun [ ubiic Service District, snd the Common Councit of the Towa of

Gazssway herehy conzents to the forthwilh inclusion of the boundaries of, and

within, the cornerate limits of the Town rf Gessawsy within tivg Bavadaries af

the Flatwoads+Cnoos Rea Publle Service PDistrict, -

Councilman floward tleckler o

[ z4cand the motion



Aftep dus deliberation and discusslos It w18 voted oarnlmoaaly
to {mmediately and forthwith sdopt the proposed resolution in ity entirey,

there belag present at sxid voting the followiag persons, neemely:

timon |, Cole, Jr. ., Mgyour of the Town of Ceagaway,
Sarah 5. Hopking __, Recerdar of the Town of Gersgwiy,
and -**“LQ“M id'....\.’kl’::; I Haryy F. Xver —
‘ Olon Livele . Jagk B. Phillinc
znd : , mebers of the Commeaor

e

Council of the Town of Grpsaway, EIl of whem veted A the afflrmativea to
adopt said proposed sepolusion ln its entirety withouol any cherge theresi or
therein; aud further et seid time eil of zald persons voted it the sifirmailve

o waive and 1o digpense witi a0y resdlng or readings of said propased

resolintion.
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CERTIELCATLON

1, égégﬁ& A éz AJ¢3$£),‘A, v, Recarder af the
vown of Cassaway, hereby certify shat the foregolng Resolution
was duly adopted Uy unanimous effirmative vote of the members
Wf the Comaaa Council of the Town of Gassiwey, Xest Virginia,
and the alfirmative voto of sald Mayor and Recorder of said

a _
Town of faasaway, West Virginia, at a geguler meeting held of

gald municipsl counctl of the Tewn of Gazsawvay, on the 21rd

b r s -
-
LY

day of January, 1869.

TOWN OF GASSAWAY

By: ﬁ%&klgﬁﬁu =
I3 agarder
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{ CovdFinued from minsdie of June |, 2001 mat&%m\j) @/ 38’#3

elso was 10 advertise for the same position for:the replacement of Johnsie J ames’
working out of state and is not able'to attend the meetiags,

Konkel to theFlatwoods Canoe Rim PSD Board of Direciors to fulfilt the ter '

On motion of Comtissioner Fack, seconded by Commissioner Chapman, unanimously approved the minutes
of the May, 2007 Commission meetings.

On motion of Commissioner Chapman, seconded by Commissioner Jack, unanimously approved adjournment
at 10:15 am until June 15, 2007 at 9:00 am.

§8; Joha DD, Jordan
Joln D. ¥ordan, Clerk
Braxton County Commission

BRAXTON COUNTY COMMISSION MEETING
JUNE 15, 2667

The Braxton County Commission convened in reguiar séssion on Friday, June 15, 2007 at 9:00 am
with the following present: Teresa Frame, President; L. Michael Chapman and David L. Jack, Sr.,
Commissioners; Jobn D. Jordan, Clerk; Edith Tichner, Allison (fiven, Citizens News; Joan Bias,
Braxton Democrat; Fred Thompson, Derick Long, Robert Flint, Larry Emge, ‘William C. Martin, Dan
Dotson, Bvelyn Post, Joha Tinney.

The meeting began with the Pledge of Allegiance.

Bvelyn Post, representing Little Birch River waterline extension, appeared before the Comumnission
to request the Commisston approve the Dunn Bngineering proposal for the extension of a waterline
from Littte Birch to new Route 19 i the amount of $38,000. Afler discussion, on motion of
Commissioner Jack, seconded by Commissioner Chapman, unanimously approved signing the
proposal and the money is to be paid out of the $50,000 donated by the coal company for the project.

Larty Emge, Police Chief of the Tows of Suiton, and Robert Flint appeared before the Commission
and requested assistance in getting electrical power o the towns stage at the ball fields on Stonewall
Street. Mr. Flint stated he had a prelimipary estimaie of $10,000 to insiall the upgraded power.
Commission President Frame stated the she would contact the power company to get a firm estimare
before they would sonsider the request. ’

Fred Thompson, OES Director, appeared before the Commission o give an update on the site
preparation for the BMS/911 building. He explained that the contractor is willing to continue the site
preparation at an hourly rate for his equipment and the cost would be approximately $15,000 to
$20,000 in addition to the original $10,00¢ allocated for the project due to ihe increase of acreage
the courity received. After discussion, on motion of Commissioner Jack, seconded by Compiissioner
Chapman, agreed to an additional $10,000 for the project after which the Commission would
reevaluate the progress.

On motion of Commisgioner Chapman, seconded by Commissioner JTack, unanimously approved the
short form settlements submitted by Tamera Facemire, Fiduciary Supervisor.

On motien of Commissioner Cliapman, seconded by Commissioner Jack approved ihe erroneous
assessments for John G and Naoni R. Morrison as it should have been assessed as farm use,

On motion of Commissioner Jack, seconded by Commissioner Chapran, unanimously approved the
following Purchase Order:
2204 - Inkearts.com ~ 911 Mapping and Addressing - Printer Cartridge - $284.00

On motion of Commissioner Chapman, seconded by Commissioner Jack, unanimously approved
accepling the private road name request of Westfall Drive, first road of off Canoe Run Road, for a
two week comment period,

On motion of Commissioner Chapman, seconded by Commissioner Jack, unanimously approved to
advertise for interested persons to serve on the Alrport Authority Board,



el
. BRAXTON COUNTY COMMISSION MEETING
August 3, 2007

The Braxton County Commission convened i regular session on Friday, August 3, 2007 at 9:00 am with the
foliowing present: Teresa Frame, President; Michael Chapman, Commissioner; Joha B, Jordan, Clerk; Edith
Tickner, Amber Kelly, Braxton Citizens News; Joan Bias, Braxton Democrat; Evelyn Post, Leigh Ann
Singleton, Robert and Helen Traugh, William C. Martin,

The meeting began with the Pledge of Allegiance

Ewvefyn Post appeared before the Commission to request a donation of $1,947.69 10 purchase a fire hydrant
to be placed near the new Senior Center being constructed. On motion of Commissioner Chapman, seconded
by Commissioner Jack, unanimously approved her request and to be paid out of Coat Severance Fund,

Rob Hamil, Animal Control Officer, appeared before the Commission to discuss the contract with Central WV
Animal Hospital for the spaying and neutering adopiable animals. No action was taken at this time pending
" further review of the contract hy the Commissios.

On motion of Comemissioner Chapman, seconded by Commissioner Jack, unanimousty approved the probate
appointments for the month of July, 2007 as appointed by Fohn I), Jordan, Clerk, invacation of the regular term
of court.

On motion of Commissioner Jack, seconded by Commissioner Chapman, unanimously approved the list of
€rYONeUSs assessme:zts, exoneration reflind requests and credit on taxes as submitted by Assessor Larry Clifton.

After discussion.on the appointment 10 the FCR PSD Board a. miotion was thade by Commissiozer Chapman
to appoint Lee Fisher to the Board and the motior died forlack of a second Commissioner Cha,pman then made
‘a motion 1o appoint Roy Huffman' 1o the BCR PSD Board and: this' motion aiso"died for lack of & second.
Commissioner Jack theri made. a motzon o appomt John beson 10, the FCR BSD! Board, seconded by
Commissioner Frame and the vote was a3 ‘follows: For the motion, Comn’ussxonels Jack and Frame, against the
motian, Commissioner Ghapman:

On motion of Commissioner Jack, seconded by Commissioner Chapmar, approved the elevating of Samantha
K. Frame from part time status to full time status as a dispatcher for the B-911 Center. Commissioner Frame
abistained from voting as Ms. Frame is her daugliter,

On motion of Commissioner Chapman, seconded by Commissioner Jack, unanimously approved the signing of
a Pro Office Grant in the amount of $12,300 to place a depuly in the school system.

On motion of Commissioner Chapman, seconded by Commissioner Jack, unanimously approved upgrading the
Law Enforcement cell telephones. :

The agenda items purchasing a surphus truck for the Animat Control Office and upgrading of the electric at the
Fhint ball fields for the Little League and the Town of Sutton amphitheater was tabled until the next commission
meeting.

Commission President Teresa Frame requested that the $1,000 for JAKES program that was budgeted be
released. She also discussed the funding for the Rosedale and Little Birch waterline extensions. She also
informed the Commission and those in attendance the audit of the recycling center has been compieted.

On motion of Commissioner Jack, seconded by Commissioner Chapman, unanimously approved the minutes
of the July, 2007 Commigsion meetings.

On motion of Commissioner Jack, seconded by Commissioner Chapman, unanimously approved adjournment
at 9:50 am until August 17, 2007 at ©:00 am,

88; Johp D, Jordan
John D. Jordan, Clerk
Braxton County Commission




BRAXTON COUNTY COMMISSION MEETING
April 4, 2008

The Braxton County Commission convened in reguler session on Friday, April 4, 2008 at 9:00 am
with the following present: L. Michael Chapman, President; Teresa Frame and David L. Jack 8¢,
Commissioners; John P, Jordan, Clerk; Edith Tichner; Ed Given, Citizens News; Joan Bias,
Braxton Democrat; Fred Thompson, Cornie Harper, Kandy Dennison, William C. Marfin, Danny
Cogar.

The meeting began with the Pledge of Allegiance.

Connie Harper, of Erbacon Road, appeared before the Commission to discuss extending the
waterline one half mile as a self help project. She state that seven fo eight houses would be
serviced by the extension. Commission President Chapman requested a cost estimate for the
project. Ske informed him the information would be forthcoming, Commissioner Chapman then
requested the Clerk to place the request on the April 18, 2008 agenda for discussion.

Kandy Dennison appeared before the Commission requesting them to declare the month of April
as Sexual Assault and Child Abuse Awareness month. On motion of Commigsioner Frame,
seconded by Commissioner Chapman unanimously approved her reguest and signed the
proclamation she presenited. -~ -

William C. Martin, Prosecuting Adtorney, appeared before the Commission to request permission
to hire temporary assistant prosecutors, on an as needed basis, until a full time replacement could
be found. On motion of Commissioner Frame, seconded by Commissioner Chapman, unanimously
approved his request.

Danny Cogar appeared before the Commission to speak in favor of keeping a PRO. Officer in the
high school and middle schoot. He had read where federal funding for the program had been cut
and urged everyone to contact their federal representatives and push to have the funding
reinstated. 3

On motion of Commissioner Frame, seconded by Comumissioner Jack, inanimously approved the
probate appointments for the month of March, 2008 as appointed by Jokn D. Jordan, Clerk in
vacation of the regular term of court.

On motion of Commissioner Frame, seconded by Commissioner Fack, unanimously approved the
following Purchase Order request:
22329 - Casto & Harris - Co. Clerk - Recording books - § 966.25

On ;;r;qiiqa‘@f Q@Mi;sidﬁef_Frj&;pe,‘“secQ;;_ggd ‘by Commissioner Jack, unanimousty approved the
reappointment’of Eldred Drake to-the Flatwoods Canoe’Run PSD for another'term.™

On motion of Commissioner Frame, seconded by Commissioner Jack, unanimously approved
signing a resohution designating the Braxton County Development Authority as the Jead Economic
Drevelopment Agency for Braxton County.

On motion of Commissioner Frame, seconded by Commissioner Jack, unanimously approved the
refund of the purchase price and ta%es in the amount of $1,004.29 to Mike Ross, Inc. and Waco
01t & Gas. The oil and gas was an erroneous assessment. '

On motion of Commissioner Frame, seconded by Commissioner Jack, unanimously approved
signing a Law Eaforcement Mutual Assistance Agreement with Harrison County requested by
Sheriff Howard Carpenter.

On motion of Commissioner Jack, seconded by Commissioner Frame, unanimously approved -
issuing a Hillbily Express Proclamalion protesting the effeots of high diesel fuel cost.

On mo_tion of Commissioner Frame, seconded by Commissioner Jack, unanimously approved
increaging the reimbursement mileage rate from forty five and one half cents to forty five cents,

On motion of Commissioner Frame, seconded by Commissicner Jack, unanimously approved
recessing at 10:10 arm until April 15, 2008 at 9:00 am for a statuatory meeting approving the levy.

58: John D. Jordan
Johe D. Jordan, Clerk
Braxton Countv Commission




OATH OF OFFICE

STATE OF WEST VIRGINIA,

COUNTY OF BRAXTON, TO-WIT:

l, JAMES KONKEL . do solemnly swear fhat | will
& support the Constifufion of the United States and the Consﬁfu‘ﬁon of :‘hé
Y State of West Virginia, and that | will faithfully discharge the dufies o.f the
\ - office of FCRPSD BOARD ' “‘to the bast of my
skill and judgment SO HELP ME GOD.

| % Ve

S:gnaiure of Affiant

Subscub@d and swom to before me in my said C oumy G‘]l(d

tils (_‘zl:ﬁ; day of fu s &Oﬁ)‘? \_h\

JOHH T JORDAM
SR Loty LhaRIe M .
Ingiriment Hy 2007014607 o
Bate Fevorded 08A07/2067

Bocument Tyea 000

Rook-Pome 315G

RecAPrasarue $0.00 8.0 =

STATE OF WEST G{N} Braston Coy z‘mnmlsszcn Clevk’s Office QQ ! Z J 4 {
The foregoing —}L,\,\ (?_SB , together with the certificate of .

its acknowledgment, was this day ;mcssa Jied insald office and admlﬁaé o record.
Teste: q%\}kﬂ\m meJSC
I I '

STATE OF WV COUNTY OF BHATOH, lo-wil.

1, Jukn 01, dnrdan, County Glerk, do herehy eartiy fhut (i Imogu’::i:iﬂ
trug and accurate touy o} e reeord it my oficy sﬁ m«m

Kottt

Boak Ho ___alpage i D~ ukeuinam ths reoids
Given undar my hagd Ulﬁw_»(d uum ‘ %

TR CERE



STATE OF WEST VIRGINIA

COUNTY OF BRAXTON, TO-WIT:

I Eldred P. Drake , do solemnly swear

that T will support the Constitution of the Unifed States and the
Constifution of the State of West Virginia, and that I will faithfully
e discharge the duties of the office of Flatwoods=Canoe Run PSD Board Member {0

the best of my skill and judgment SO HELP ME GOD.

MOW& e

Signature afAj’fant

Subscribed and sworn fo before me in my said County and State this

Yuan Simesfrd

B K Lqut.wrd
5201 Replete Road

b Hacker Valley, WV 26282 J
SR My Comntlasion Bxpien July 15, 2017

SO B R

PRARTON Downty 91034287 P
Instrunant #o 3 %
mn‘e F‘Ml ﬁef! (411. T

STATE OF WEST VIRGINIA, Braxton County Commission Clerl’s Office _apzil 19, 2008
The foregoing Qath Of Office, together with the certificate of its acknowledgment, was this day
presented in said office and admitted to recorded.

Teste: QJ&P!\M (\ QU’M'GLGM ‘]SL
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STATE OF WEST VIRGINIA

COUNTY OF BRAXTON, TO-WIT:

I Johw ¥. Gibson , do solemnly swear
that I will support the Comstitulion of the Uniled Stafes and the
Constitution of the State of West Virginda, and that I will faithfully
dischar ge the duties of the office of _¥Flatwoods Canoe Run Public Sexvice fp

District
the best of my skill and judgment SO HELP ME GOD.

( ‘2{—;:(“ K\V/Z@@:&-——/
/

Signature of Affiant

N

Subscribed and sworn to before me in my said County and State this

20th day of August , 2007

Notary Seal
y: V&%I

& State of West Virginia,
% County of Braxton, to-wit:
¢
g

The foregoing writing was acimowledged before
me this the 20th day of AugusL, 2007, by
oclh ‘ﬂ Jobn L. Gibson

. i’lcad
Hacl(ar\v’micy W 26202
My Cornmiesion Expires July 15, 2017

JE B 3RO o
HRTT ﬂaﬁﬂi? DzREe0) BH My Commission Expires: July 15, 2017.

Trstrument Mo 200703248 .
e Rm:ﬂrr.im /201067 %\Wm};[( KMM ad, Notary
b

fooumant Tyea 000
fog-fn 3168
Rec/Fresarve $0.80 .40

STATE OF WEST VIRGINIA, Braxton County Commission Clerlc’s Office _swgust 20, 2007
The foregoing Oath Of Office, together with the certificate of its acknowledgment, was this day
presented in said office and admitted to recorded.

Teéte: (3@9\%,\ QUWLGA\ (f 5L




RULES OF PROCEDURE

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

ARTICLE]

NAME AND PLACE OF BUSINESS

Secton 1. Name: FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT.

. Section 2. The principal office-of this Public Service Districe will be located at Post
Office Box 677, Sutton, Braxton County, West Virginia.

Section 3. The Cormmon Seal of the District shall consist of 2 concentric circles
between which circles shall be inscribed Flatwoods-Canoe Run Public Service District, and in the center

"seal" as follows:

Section 4t The fiscal year of the District shall begin on July 1 of each year and shall end
on the following June 30.
ARTICLETI
PURPOSE

This District is organized exclusively for the purposes set forth in Chapter 16, Article 13A
of the Code of West Virginia of 1931, as amended (the "Agt™),

CLG86S24.2



ARTICLE Il
MEMBERSHIP

Section 1. The members of the Public Service Board of this District
shall be those persons appoimied by The County Commission of Braxton County,
West Virginia, or otherwise appointed pursuant to the Act, who shall serve for such terms
as may be specified in the order of the County Coramission or otherwise,

Section 2. ‘Should any member of the Public Service Board resign or
otherwise become legally disqualified to serve as a member of the Public Service Board, the
Secretary shall immediately noiify the County Cornmission or other entity provided vader the
Act and request the appointment of a gualified person to fill such vacancy. Prior to the end
of the term of any member of the Public Service Board, the Secretary shall notify the County
Commission or other entity provided under the Act of the pending termination and reqguest
the County Cormumission or other entity provided under the Act w0 enier an order of
appointment or re-appoiatment io maimtain a fully quatified membership of the Public Service
Board.

ARTICLE TV

MEETINGS OF THE PUBLIC SERVICE BOARD

Section 1. The members of the Public Service Board of this District
shall hold regutar monthly meetings on the third Wednesday of each monith, at such place and
hour as the mersbers shall determine from time to time. If the day stated shall fali on a legal
holiday, the meeting shall be held on the following day. Special meetings of the Public
Service Board may be-called at any time by the Chairman or by a quorumm of the Board.

Section 2, At any meeting of the Public Service Board of the District,
2 members shall constitote A quorum. Each member of the Public Service Board shall have
one vote at any membership meeting and if a quorum is not present, those present may
adjourn the meeting to a later date. "

Section 3. Unless otherwise agreed, notice to members of regular
meetings shall not be required. Unless otherwise waived, notice of each speclal meeting of
the mermbership shall be given to all members by the Secretary by fax, telephone, mail or
other satisfaciory means at least 3 days before the date fixed for such special meeting, The
notice of any special meeting shall state briefty the purposes of such meeting and the nature
of the business to be transacted thereat, and no business other than that stated in the notice
or incidental fhereto shall be transacted at any such special meeting,

CLORS924.2 . 2



PUBLIC NQTICE OF MEETINGS

Section 4. Pursuant to Section 3, Article 9A, Chapter & of the
West Virginia Code of 1931, as amended {1999 Revision), notice of the date, time, place and
agenda of all regularly scheduied meetings of such Public Service Board, and the date, time,
place and purpose of all special meetings of such Public Service Board, shall be mmde
available, in advance, to the pubiic and news media {except in the event.of an emergency
requiring immediate action) as follows:

A.  Regular Meetings. A notice shall be posted and maintained by the -
Secretary of the Public Service Board of the Public Service District at the front
door or bulletin board of the Braxton County Courthouse and at the front door
or bulletin board of the place fixed for regular meetings of the Public Service
Board of the date, time and place fixed and entered of record by the Public
Service Board for the holding of regularly scheduled meetings. In addition, a
copy of the agenda for each regularly scheduled meeting shall be posted at the
same locations by the Secretary of the. Public Service Board not less ihan
72 hours before such regular meeting is to be held. If a particular regularly
scheduled meeting is cancelled or postponed, a notice of such cancellation or
posiponement shall be posted at the same locations as soon a8 feasible after
cuch cancellation or postponement has been determined.

B.  Special Meetings. A motice shall be posted by the Secretary of the
Public Service Board at the front door or bulletin board of the Braxton County
Courthonse and at the front door or bulletin board of the place fixed for the
regular meetings of the Public Service Board not less than 72 hours before a
specislly scheduled meeting is to be held, stating the date, time, place and
purpose for which such special meeting shall be held. If the special meeting is
cancelled, a notice of such cancellation shail be posted at the same locations as
soon as feasible after such cancellation has been determined.

ARTICLE V

OFFICERS

Section 1. The officers of the Public Service Board shall bea
C'hairrnan, a Secretary and 3 Treasurer. The Chairman shall be elected from the members
of the Public Service Board. The Secretary and Treasurer need not be members of the Public
Service Board, and may be the same persen.

Seotion 2, The officers of the Public Service Board shall be elected

each vear by the members at the first meeting held in such year. The officers 50 elecied shall
serve until the next annua! election by the membership and until thelr successors are duly

CLIB6SI4.2 3



elected and qualified. Any vacancy occurring among the officers shall be filled by the
members of the Public Service Board at a regular or special meeting, Persons selected 1o fill
vacancies shall serve until the following January meeting of the Board when their successors
shall be elected as heteinabove provided.

ARTICLE VI

DUTIES OF OFFICERS

Section 1.  When present, the Chairman shall preside as Chairman at
al] meetings of the Public Service Board. The Chairman shall, together with the Secretary,
sign the minutes of all meetings at which he or she shall preside. The Chalrman shall attend
generally to the executive business of the Board and exercise such powers as may be
conferred by the Board, by these Rules of Procedure, of as prescribed by law. The.
Chairman shall execute, and if necessary, acknowledge for record, any deeds, deeds of trust,
coniracts, notes, bonds, agreements or other papers necessary, requisits, proper oI
convenient to be executed by or on behalf of the Board when and if directed by the members
of the Board. ‘ ’

Section 2, The Secretary shall keep a record of all proceedings of the
Board which shall be available for inspection as other public records. The Secretary shail,
together with the Chairman, sign the minutes of the meetings at which he or she is present.
The Secretary shall have charge of the mimute book, be the custodian of the Common Seal
of the District and al] deeds and other writings and papers of the Board. The Secretary shall
also perform such other duties as he or she may have under taw by virtue of the office or a8
may be conferred from time to time by the members of the Board, these Rules of Procedure
or as prescribed by law,

‘ Section 3. The Treasurer shall be the lawful custodian of all funds of .
the District and shall disburse funds of the District on orders anthorized or approved by the
Board. The Treasurer shall keep or cause to be kept proper and accurate books of accounts
and proper receipts and vouchers for all disbursements made by or through him and shalt
prepare and submit such reports and statements of the financial condition of the Board as the
members may from tine to time prescribe. He shall perform such other duties as may be
required of him by law or as may be conferred upon hirs by the members of the Board, these
Rules of Procedure or as prescribed by Iew,

Sectiond. Ifthe Chalrman, Secretary or Treasurer is absent from any
meeting, the remaining members of the Board shall select a temporary chairman, secrelary
or treasarer, as necessary, who shall have all of the powers of the absent officer during such
period of absence.

CLO86924.2 4



ARTICLE VI

AMENDMENTS TQ RULES OF PROCEDURE

These Ruies of Procedure may be aliered, changed, amended, repealed
or added to at any regular or special meeting of the Board by a majority vote of the entive
Board, or at any regular or special meeting of the members when a quorum is present in
person and & majority of those present voie for the amendment; but no such change,
alteration, amendment, repeal or addition shall be made at any special meeting unkess notice
of the intention to propose such change, alteration, amendment, repeal of addition and & clear
statement of the substance thereof be included in the written notice calling such meeting.

These Rules of Procedure shall replace any and all previous rules of
procedure, bylaws or similar rules heretofore adopted by the District.

Adopted this 16th day of November, 2003,

Q5706105
292120.60001
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FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

BOARD MINUTES
January 16,@;&)@&@' )
C T 2R

The January 16, 2007 reguiar meeﬁng of the Flatwoods-Canoe Run P'ubiic Service
District (FCRPSD) in the conference room at the District's Water Plant at the east end of Main
Street, Sutton, West Virginia. The meeting was called to order at approximately 10:00 a.m.

PRESENT:

Tldred Drake, FCRPSD Board Member

James Konkel, FCRPSD, Board Member

John Gibson, FCRPSD, Bpard Mernber.

H. Wyatt Hanna, IlI, Attorney for FCRPSD

Todd.Dingess, Smith, Cochran & Hicks

Steven J. Sanders, FCRPSD General Manager

Terri Frame, County Commissioner

Fred Hypes, Dunn Engineering, Inc. . L
Michael Gioulis

Ackn.owledg ement of those present: ..
The Chairman acknowledged those present.
Public Commenis: |

Michael Gioulis presented his revised design of the remnodeting of the Stewart building.

A motion was made by Commissioner Konkel and seconded by Commissioner Gibson o
advertise for bids for the remodeling of the Stewart building when Mr. Gloulls is ready. Motion
carried. ' ‘

..Election.of Officers:

sidriction was made by Gol

YT C d seconded by Commissioner Konkel to
elect Eldred Drake Chairman for the ‘

carried.

__ A motion was made by Commissioner Konkel and seconded by Commissioner Gibson 0
slect JERF Gibson Treasurer and James Konkel as Secretary. Motion carried.

APPROVAL OF MINUTES:

A motion was made by Commissioner Gibson and seconded by Commissioner Konkel to
approve the minutes of December 18, 2007. Motion carried.

SEWER AGENDA:
Sewer Plant Upgrade:

The sewer plant upgrade was discussed by Frad Hypes.



_ A motion was made by Commissioner Konkel and seconded by Commissioner Gibson to
advertise for proposals for engineering service for ihe CSO's.  Motion carried.

Approval of Bills:

A motion was made by Commissioner Gibson and seconded by Commissioner Konkel to
approve the payment of the sewer bills. Motion carried. !

WATER AGENDA:
Worrison Ridge/Poplar Ridge:
Discussion was had on phase two of the Morrison Ridge and Poplar Ridge projects.

A motion was made by Commissioner Gibson and seconded by Commissioner Konkel for
Fred Hypes to get permission from the infrastructure council to use some of the surpius rhoney
for telemetry. Motion carried. '

Watet Plant Upgradé:

The water treatment plant upgrade was discussed.
L ittle Birch Waterline Extension: |

Fred Hypes discussed the Little Birch Waterfine Extension.
APPROVAL OF BILLS:

A motion was made by Commissiener Gibson and seconded by Commissioner Konkel to
approve the payment of bills, Motion carried.

Review of 2007:

Steve Sanders presented a review of the progress the District has had for the year 2007
and then discussed the projects for the new year of 2008.

Holiday Schedule:
The Holiday schedule for employees was discussed.
A motion was made by Commissioner Drake and seconded by Commissioner Konkel to

accept the holiday schedule the County Commission has for the employees of FCRPSD, and {o
enter it as an amendment fo the Employee’s handbook. Motion carried.

Payroll and Futute Meefings:

A motion was made by Commissioner Gibson and seconded by Commissioner Konkel o
change the monthly mestings of FCRPSD fo the 1% and 15" of each month and to authorize
Wyatt Hanna to send a leiter to the Department of Labor reguesting permission to change payroli
to the 15" and last day of the month. Motion carried.



Adjou rnment:

Commissioner Konkel made a motion seconded by Commissioner Drake to adjourn unti
January 30, 2008 at 10:00 a.m. Moticn carried.

Do Dt @ p o

Board Chairman Board Secrefary




FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2009 A

EXCERPT OF MINUTES ON ADOPTION OF BOND RESOLUTIONS,
SUPPLEMENTAL RESOLUTIONS, DRAW RESOLUTION

The undersigned SECRETARY of the Public Service Board of Flatwoods
Canoe Run Public Service District hereby certifies that the following is a true and correct
excerpt of the minutes of a special meeting of the said Public Service Board:

ok dok ook oK

The Public Service Board of Flatwoods-Canoe Run Public Service District
met, pursuant to notice duly posted, on the 10th day of August, 2009, in Sutton,
West Virginia.

PRESENT: Chairman — Eldred Drake

Treasurer — John Gibson
Secretary - Scott Ratliff

Eldred Drake, Chairman, presided, and Scott Ratliff, acted as Secretary. The
Chairman announced that a quorum of members was present and that the meeting was open
for any business properly before it.

Thereupon, the Chairman presented a proposed Bond Resolution in writing
entitled: '

A RESOLUTION AUTHORIZING THE ISSUANCE
OF WATER REVENUE BONDS, SERIES 2009 A
(BANK QUALIFIED), OF THE DISTRICT IN THE
AGGREGATE PRINCIPAL AMOUNT OF NOT MORE
THAN $2,000,000, THE PROCEEDS OF WHICH
SHALL BE EXPENDED TO FINANCE THE
ACQUISITION AND CONSTRUCTION OF CERTAIN
ADDITIONS AND IMPROVEMENTS TO THE
DISTRICT’S EXISTING WATERWORKS
TREATMENT AND DISTRIBUTION SYSTEM AND
TO PAY COSTS IN CONNECTION THEREWITH;
PROVIDING FOR THE RIGHTS AND REMEDIES
OF, AND THE SECURITY FOR, THE REGISTERED

12



OWNERS OF SUCH BONDS; AUTHORIZING A
BOND PURCHASE AGREEMENT, AN OFFICIAL
STATEMENT, A CONTINUING DISCLOSURE
AGREEMENT AND OTHER  DOCUMENTS;
AUTHORIZING THE SALE AND PROVIDING FOR
THE TERMS AND PROVISIONS OF SUCH BONDS
AND ADOPTING OTHER PROVISIONS WITH
RESPECT TO SUCH BONDS.

and caused the same to be read and there was discussion. Thereupon, on motion duly made
by John Gibson and seconded by Scott Ratliff, it was unanimously ordered that the. said
Bond Resolution be adopted and be in full force and effect on and from the date hereof. '

Thereupon, the Chairman then presented a proposed Supplemental Parameters
Resolution in writing entitled:

SUPPLEMENTAL RESOLUTION PROVIDING
PARAMETERS AS TO DATES, AMOUNTS,
MATURITIES, INTEREST RATES, REDEMPTION
PROVISIONS, PURCHASE PRICE AND OTHER
DETAILS AS TO THE WATER REVENUE BONDS,
SERIES 2009 A (BANK QUALIFIED) OF FLATWOODS-
CANOE RUN PUBLIC SERVICE DISTRICT;
AUTHORIZING AND APPROVING A BOND
PURCHASE AGREEMENT, A COMMITMENT FOR
MUNICIPAL BOND . INSURANCE, A CONTINUING
DISCLOSURE  AGREEMENT, A REGISTRAR
AGREEMENT, AN OFFICIAL STATEMENT, AND
OTHER INSTRUMENTS RELATING TO THE BONDS
APPOINTING A REGISTRAR, PAYING AGENT, AND
DEPOSITORY BANK, AND MAKING OTHER
PROVISIONS AS TO THE BONDS

and caused the same to be read and there was discussion. Thereupon, upon motion duly
made by John Gibson and seconded by Scott Ratliff, it was unanimously ordered that the
said Supplemental Parameters Resolution be adopted and be in full force and effect on and
from the date hereof.

Next, the Chairman presented a proposed Draw Resolution for the approval of
invoices. Thereupon, on motion duly. made by Scott Ratliff and seconded by Tohn Konkle,
it was unanimously ordered that the said Draw Resolution be adopted.

Next, the Chairman presented a proposed Supplemental Resolution for the
authorization of extension of the Sewer BAN. Thereupon, on motion duly made by John



Gibson and seconded by Scott Ratliff, it was unanimously ordered that the sald Resolution
be adopted.

Next, the Chairman presented a an application to USDA for parity consent for
the borrowing on the sewer project. Thereupon, on motion duly made by John Gibson and
seconded by Scott Ratliff, it was unanimously ordered that the said application be approved.

ook ok H ok Rk E

There being no further business to come before the meeting; on motion duly
made and seconded, it was unanimously ordered that the meeting adjourn.

[Remainder of Page Intentionally Blank]



CERTIFICATION

I hereby certify that the foregoing is a true copy of the minutes of Flatwoods-
Canoe Run Public Service District and that such actions remain in full force and effect and
have not been amended, rescinded, superseded, repealed or changed.

Secretary

292120.00004



FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2009 A

EXCERPT OF MINUTES ON ADOPTION OF,
SUPPLEMENTAIL RESOLUTION

. The undersighed SECRETARY of the Public Service Board of Flatwoods
Canoe Run Public Service District hereby certifies that the following is a true and correct
excerpt of the minutes of a special meeting of the said Public Service Board:

ok EE L Aok

The Public Service Board of Flatwoods-Canoe Run Public Service District
met, pursuant to notice duly posted, on the 17th day of August, 2009, in Sutton,
West Virginia.

PRESENT: Chairman ~ Eldred Drake
Treasurer — John Gibson
Secretary — Scott Ratliff

Eldred Drake, Chairman, presided, and Scott Ratliff, acted as Secretary. The
Chairman announced that a quorum of members was present and that the meeting was open
for any business properly before it.

Thereupon, the Chairman then presented a proposed Supplemental Parameters
Resolution in writing entitled:

SUPPLEMENTAL RESOLUTION PROVIDING
PARAMETERS AS TO DATES, AMOUNTS,
MATURITIES, INTEREST RATES, REDEMPTION
PROVISIONS, PURCHASE PRICE AND OTHER
DETAILS AS TO THE WATER REVENUE BONDS,
SERIES 2009 A (BANK QUALIFIED) OF FLATWOODS-
CANOE RUN PUBLIC SERVICE DISTRICT;
AUTHORIZING AND APPROVING A BOND
PURCHASE AGREEMENT, A COMMITMENT FOR
MUNICIPAL BOND INSURANCE, A CONTINUING
DISCLOSURE AGREEMENT, A REGISTRAR
AGREEMENT, AN OFFICIAL STATEMENT, AND
OTHER INSTRUMENTS RELATING TO THE BONDS
APPOINTING A REGISTRAR, PAYING AGENT, AND



DEPOSITORY BANK; AND MAKING OTHER
PROVISIONS AS TO THE BONDS

and caused the same to be read and there was discussion. Thereupon, upon motion duly
made and seconded, it was unanimously ordered that the said Supplemental Parameters
Resolution be adopted and be in full force and effect on and from the date hereof.

% kR 5 o Ak

There being no further business to come before the meeting, on motion duly
made and seconded, it was unanimously ordered that the meeting adjourn.

fRemainder of Page Intentionally Blank]



CERTIFICATION

I hereby certify that the foregoing is a true copy of the minutes of Flatwoods-
Canoe Run Public Service District and that such actions remain in full force and effect and
have not been amended, rescinded, superseded, repealed or changed.

Secretary

292120.00004



Chase Tower, Eighth Floor Writer's Contact Information
STEPTOE & PO. Box 1588
OHNSON Charleston, WV 25326-1588
] (304) 353-8000 {304) 353-8180 Fax

PLLC

ATTORNEYS AT LAW www.steptoe-johnson.com

August 21, 2009

Fiatwoods—Caﬁoe_Run Public Service District (West Virginia)
Water Revenue Bonds, Series 2009 A (Bank Qualified)

Flatwoods-Cance Run Public Service District West Virginia Water Development Authority
Sutton, West Virginia Charleston, West Virginia

Crews & Associates, Inc.
Charleston, West Virginia

1.adies and Gentlemen:

We have examined a record of proceedings relating to the issuance by
Flatwoods-Canoe Run Public Service District (West Virginia) (the “Issuer”) of its $2,175,000
in aggregate principal amount Water Revenue Bonds, Series 2009 A (Bank Qualified) (the
“Series 2009 A Bonds™).

The Series 2009 A Bonds are issued under the authority of and in full
compliance with the Constitution and statutes of the State of West Virginia, including
particularly, Chapter 16, Article 13A of the West Virginia Code of 1931, as amended (the
“Act”) and a Bond Resolution duly adopted by the Issuer on August 10, 2009, as supplemented
by a Supplemental Parameters Resolution duly adopted by the Issuer on August 10, 2009
(collectively, the “Resolution”) and are subject to all the terms and conditions of the
Resolution. All capitalized terms used herein and not otherwise defined shall have the
meanings ascribed thereto in the Resolution.

The Series 2009 A Bonds are issued in fully registered form, are dated August

21, 2009, upon original issuance, mature on September 1, 2039 in years and amounts and bear
interest payable each March 1 and September 1, commencing March 1, 2010, as follows:

Maturity Date . Principal Interest

Bond No, {December 1}  Amount Rate - CUSIP No.

R-1 9/01/2019 $335,000 5.250% 33886A AAS
R-2 9/01/2024 $290,000 ~  5500%  33886A AB3
R-3 9/01/2029 $380,000 5.500% 33886A AC1

R-4 T 9/01/2039 $1,170,000 6.000% 33886A AD9

The Series 2009 A Bonds are subject to optional and mandatory sinking fund redemption
prior to maturity on the dates, in the amounts and at the redemption prices set forth in the Resolution.

TERRALEX:

T Thoets Nepreh ¥ nfrpendens L Firm
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Flatwoods-Canos Run Public Service D:stnct el al
August 21,2009
Page AR '

The Series 2009-A Bonds are issued for'the purposes of (i) paying a portion of the costs
of acquisition.and construction of certain additicis, bettermenis and improvements to the System; (ii)
funding the Series' 20069 A Bonds Reserve account; (iif) cap:talmng the interest due on the Series 2009 A
Bonds to September 1, 2011; and (iv) paying the costs of issuance of the Series 2009 A Bonds.

The Series 2009 A Bonds have been sold to Crews & Associdtes, Inc. {the “Purchaser™),
pursuant to a Bond Purchase Agreement dated ‘Auagust 17, 2009, and accept«,d by the Issuer (the
“Purc‘}ase Agrecme*;t” ).

Asto questlons of fact material to our opinion, we have relied upon representaticns of the

Isqtsel the Purchaser and other entities contained in the Resolution, the Tax and NonmAsztrag&, Certificate

and the Continting Disclosure Agreement and in the certified. proceedings and other certifications of
oertam officials furm_,hed to us without unde“takmo 10 venfv the same by mdependent investigation.

- Based upou the foregoing, and assuming compliance thh the covenants of the fssuer, the
Purchaser and: other entities pertaining to tax matters set forth in the Resolution, the Tax and
"'\Ion—A'rbltragu Certificate and the Continuing Disclosure Agreement and with cer’iain certificates
delivered in connection with the issuance of the Ser:es 2009 A Bonds, we are ﬁt the opimon under
existing 1aw that: :

} The Issuer is a duly Lreatn,d and \aandiy eX.lstmg pubhc setvice district and public
cotporation under and pursuant to the laws of the State of West Virginia, with full power and authority to
adopt the Resolution, enter into the Continuing Disclosure: Agreemert and the Purchase Agreement,
perform its obligations under the terms and provisions thereof and to issue and sell the Sertes 2009 A
Bonds; all under the provisions of the Act and other applfcabﬂe prowsnons of law.

2. The Issuer, through its governing body, has legally and effectively adopted the
Resolution, has authorized, executed and delivered the Purchase Agreement and the Coentinuing
Disclosure Agreement and has issued and delivered the Series 2009 A Bonds to the Purchaser pursuant to .
the Purchase Agreement. The Resolution is in full force and effect as of the date hereof.

3. Assuming due authorization, execution and delivery by the other parties thereto, the
Purchase Agreement and the Contmumg Disclosure Agreement constitute valid, legal, binding and
enforceable instruments of the Issuer in accordance with their respective terms; and the Series 2009 A
Bonds, subject to the terms thereof, constitute valid and legally enforceable limited obligations of the
Issuer, payable and enforceable in accordance with their terms and the terms of the Resolution, and are
entitled to the benefits of the Resolution and the Act.

4. Under existing laws, regulations, published rulings and judicial decisions of the
United States of America, as presently written and applied, the interest on the Series 2009 A Ronds
(including origmai issue discount properly allocable 1o owners of the Series 2009 A Bonds) is excludable
from gross income of the owners thereof for federal income tax purposes and is not an item of tax
prefetencé for purposes of the federal alternative minimum tax imposed upon individuals and
corporations. In addition, interest on the Series 2009 A Bonds is not taken into account in determining
adjusted current earnings for purposes of computing the alternative minimum tax on corperaticns.
Ownership of tax-exempt obligations, including the Series 2009 A Bonds, may result in collateral federal

CH4966753 2



Flatwoods-Canoe Run Public Service D1st1m et al

August 21, 2009
Page 3

income tax consequences to certain taxpayers, including without limitation, financial institutions, property
and casualty insurance companies, individual recipients of Social Security or Railroad Retirement
benefits, anid taxpayers who may be deemed to have incurred or continued indebtednéss to pur chase or
carry such obhg,atmns We offer no opinion as to such collateral tax consequences. Prospective
parchasexs of the Series 2009 A Bonds should consult their own tax advisors as o such consequences.
The opinions set forth -above are subject to the condition that the Issuer comply, on a continuing basis,
with all requirements of the Internal Revenue Code of 1986, as amended, and regulations thereunder (the
“(‘ode”) that must be satisfied subsequent to issuance of the Series 2009 A Bonca for interest thereon to
be or continie to be excludable from gross income for federal income tax purpows and ali certifications,
covenants and representations which may affect the excludability from gross income of the interest on the
Series 2009 A Bonds set forth in the Resolution, and the Tax and Non-Arbitrage Certificate. Failure to
comply with-such Code provisions or such certifications, covenants and repr esentations could cause the
interest on the: Series 2000 A’ ‘Bonds to be includable in gross income retrodctive to the date of issuance of
the Seriés 2009 A Ronds. 'We express no opinion regarding other federal tax couscquances ar :smg wn")

‘“espec,t to the” Sex ies 20(}9 A Bonds except as expressiv set forth in paragraph 5.

5: U'lder the Ac‘t the Qenes 2009 A Bonds are exempt- ‘"rom taxation by the State of
West Virginia and the other faxing bodies of the State, and the interest on the Series 2009 A-Bonds is
exempt from pelsonal and corporate net income taxes imposed directly thereon by the State of West
Virginia ‘

6. The Series 2009 A Bonds are exempted securities within the meaning of Section 3(a)2)
of the Securities Act of 1933, as amended, and-the West Virginia Uniform Securities Act, as aménded,
and it is not necessary, in connection with the public offering and sale of the Series 2909 A Bonds, to
register any securities under said Securities Acts. '

7. The Series 2009 A Bonds have been duly authorized, issued, executed and delivered by
the Tssuer and are valid, legally enforceable and binding special obligations of the Issuer, payable from
the Net Revenues of the System referred to in the Resolution and secured by a first lien on and pledge of
the Net Revenues of the System, on a parity with the Issuer’s: (i) Water Revenue Bonds, Series 1996 A
(United States Department of Agriculture), dated June 12, 1996, issued in the original aggregate principal
amount of $240,000; (if) Water Refunding Revenue Bonds, Series 1996 B {United States Department of
Agrlcultu:e), dated June 12, 1996, issued in the original aggregate principal amount of $70,600; (iii)
Water Revenue Bonds, Series 1998 B (West Virginia Infrastructure Fund), dated September 24, 1993,
issued in the original aggregate principal amount of $890,000; (iv) Water Revenue Bonds, Series 200!

(Bluefield Area Extension Project), dated October 18, 2001, issued in the originaI aggregate principal .

amount of $2,240,000; (v) Water Revenue Bonds, Series 2005 A (West Virginia Infrastructure Fund),
dated December 8, 2003, issued in the original aggregate pnnc;pai amount of $5,085,825; and, (vi) Water
Revenue Bonds, Series ,;00/ A (West Virginia Infrastructure Fuhd), dated April 24, 2007, issued in the
original aggregaté principal amount of $1,014, 00(} aIi in accordance w1th the terms of the Series 2{)09 A
Boxds and the Resolution. :

8. The Issuer has demgnaied the Series 2009 A Bonds as quahhed tax-exempt obhgatlom
for the purposes of ! Lction 265(b)(3) of the Code. .

CH4%66753.2



Flatwoods-Cance Run Public Service District, et al.
August 21, 2009 -
Page 4

It is to be understood that the rights of the holders of the Series 2009 A Bonds and ‘#:h_e
euforceability. of liens, pledges, rights or remedies with respect to the Series 2005 A Bonds,
Resolution,  the Cont;numv Disclosure Agreement and the Purchase Agreement are subject to-any
applicable bani{rupic:y, reorganization, insolvency, roratorium or other similar laws heretofore or
hereafier enacted affecting creditors’ rights or remedies generally, and that their enforcement. may also be
subject to the application of p"blm policy, general principles of equity and the exercise of judicial
discretion in appropriate cases.

: We have examined the executed and authenticated Bond Wos. R-1 through R-4 of said
1ssue,-and in ' our opmlon. said Series 2009 A Bonds are in proper form and have been duly executed and

authenczcatﬁd

Very truly yours,

vl 18.09
29212000004
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GOODWIN & GOODWIN, LLp

200 SUMMERS STREET, SUITE 1500
CHARLESTON. WEST VIRCINIA 25301-1678

P Q. Box 2107
201 THIRD STREET CHARLESTON, WEST VIRGINIA 25328-2107 PO. Box 349
PARKERSBURG, WEST VIRCINIA 26101 500 CHURCH STREET
(B304 ABB-2345 TELEPHONE (3044 346-7000 RapLEY, WEST VIRCINIA 25271
TELECOMER {304) 344-9602 (304} 372-2651

www.goodwingoodwin.com

August 21, 2009

Crews & Associates, Inc.
Charleston, West Virginia

Re: $2,175,000 Flatwoods-Canoe Run Public Service District
Water Revenue Bonds, Series 2009 A (Bank Qualified)

Ladies and Gentlemen:

We have acted as counsel to you (the “Underwriter”) in connection with the issuance and
sale by the Flatwoods-Canoe Run Public Service District (the “City”) of its Water Revenue Bonds, Series
2009 A (Bank Qualified), in the aggregate principal amount of $2,175,000 (the “Series 2009 A Bonds™).
In connection with rendering this opinion, we have examined the Official Statement dated August 17,
2009, the Bond Purchase Agreement dated August 17, 2009 (the “Purchase Agreement”), and Rule 15¢2-
12 of the Securities and Exchange Commission promulgated under the Securities Exchange Act of 1934,
as amended (the “Rule”). Capitalized terms used but not defined herein shall have the meanings set forth
in the Purchase Agreement.

Based upon the foregoing review, we are of the opinion that you are not required to
comply with the requirements of paragraph (b)(5) of the Rule.

Without having undertaken to determine independently the accuracy or completeness of
the statements contained in the Official Statement, but on the basis of our conferences with
representatives of the District, counsel for the District, Bond Counsel and the Underwriter, and our
examination of certain documents referred to in the Official Statement, nothing has come to our attention
that would lead us to believe that the Official Statement (excluding therefrom the financial and statistical
data included in the Official Statement, including Appendix B thereto as to which we express no opinion)
contains any untrue statement of a material fact or omits to state a material fact necessary in order to make
the statements made therein, in light of the circumstances under which they were made, not misleading.

This opinion is solely for the benefit of, and may be relied upon only by, the Underwriter;
and it is not to be used, circulated, quoted or otherwise referred to for any other purpose, except that a
copy hereof may be included in the transcript of closing documents pertaining to the delivery of the Series
2009 A Bonds.

Respectfully submitted,

o F & oo | LA
GOODWIN & GOODWIN, LLP



H. Wyatt Hanna 111
Attorney at Law

H. Wyatt Hanna, III WV State Bar No. 1579

P. O. Box 8070 « South Charleston, West Virginia 25303
(304) 744-3150 « Fax (304) 744-3157

Auvgust 21, 2008

Flatwoods-Canoe Run PSD
Sutton, WV

Crews & Asgsoclates, Inc.
Charleston, WV

Steptoe & Johngon PLLC
Charleston, WV

RE: Flatwoods-Canoe Run Public Service District
(West Virginia)
Water Revenue Ronds, Serieg 20092 A {Bank
Qualified)
52,175,000

Ladies and Gentlemen:

I have acted as counsel for Flatwoods-Canoe Run Public Service
District {the "District®) and have acted as such in connection with
the sale of the above-referenced Bonds (the "Series 2009 A Bonds"),
which are being delivered and sold pursuant to a Bond Purchase
Agreement dated as of August 17, 2009 (the “Purchase Agreement").
between Crewsg & Associates, Inc., ({the ‘Underwriter®) and the
District. Any capitalized term used herein and not defined shall
have the meaning assigned to it in the Purchase Agreement.

in this connection, I have reviewed and examined certain
proceedings and documents with respect to the Series 2009 A Bonds,
any such records, certificates and other documents as 1 have
considered necessary or appropriate for the purposes of this
opinion, the Constitution and the laws of the State of West
Virginia, specifically Chapter 16, Article 13A of the Code of West
Virginia, 1931, as amended (collectively, the “Act"), the Resclution
of the District relating to the Series 2009 A Bonds adopted on
August 10, 2009, as supplemented by a Supplemental Parameters
Resolution adopted August 10, 2009 (collectively, the "Resolution®),
the Continuing Disclosure Agreement (the ‘Undertaking®), the
Purchase Agreement, the Official Statement dated August 21, 20009,
with respect to the issuance and offering of the Series 2009 A
Bonds (collectively, the "Official Statement “) and a closing
certificate of the District. Based on such review and such other
congiderations of law and fact as I believe to be relevant, T am of
the opinion that:
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1. The District is a public service district and a public
corporation and political subdivision of the State of West
Virginia. The District is authorized by the laws of the State
of West Virginia, as provided by the Act, to enter intc and
perform itg obligations under the Resolution, the Undertaking
and the Purchase Agreement.

2. The District has full power and authority to consummate all
transactions contemplilated by the Series 2009 A Bonds, the
Purchase Agreement, the Undertaking and any and all other
agreements relating thereto, to which the District is a party.

3. The District has duly authorized all action necessary to be
taken by it or on its behalf for (I) the acquisition and
construction of the Proiect; (ii) the execution and delivery
of the Undertaking and the Purchase Agreement; (iii) the
approval of the distribution of the Official Statement; (iv)
the ratification of the actions of the District and the
igsuance and delivery of the Series 2009 A Bonds upon the
terms set forth in the Resgolution; and (v) the carrying out,
giving effect to and consummation of the transactions
contemplated thereby.

4. The Undertaking and the Purchase Agreement have been duly and
validly authorized, executed and delivered by the District and
the same are in full force and effect as of the date hereof
and are valid and legally binding obligaticns of the District,
enforceable against the District in accordance with thelr
respective terms, except to the extent the enforceability
thereof may be limited by bankruptcy, ingclvency,
reorganization, moratorium or similar laws relating to or
affecting creditors' rights generally.

5. The Resolution has been duly adopted at meetings of the
governing body (Board) of the District whichwere called and
held pursuant to law and in accordance with all applicable
open meetings laws and at which a quorum was present and
acting at the time of the enactment of the Resolution.

6. The execution and delivery by the District of the Undertaking
and the Purchase Agreement and the performance of its
obligations thereunder do not and will not result in a
violation of any provision of, or in default under, the West
Virginia statutes organizing and governing the District or, to
the best of my knowledge after diligent inguiry and review of
the District's records, any agreement or other instrument to
which the District is a party or by which it or its properties
are bound.
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10,

11.

All actions necessary to be taken by the District have been
taken, and no additional approval, authorization, consent or
other order of the District or any public board or body is
legally required to allow the District to enter into and
perform its obligations under the Purchase Agreement or as
described in the Official Statement.

The District is not in violation of any provision cf, or in
default under, West Virginia statutes organizing and governing
the District.

There are no legal or governmental actionsg, proceedings,
inquiries or investigations pending or threatened by
governmental authorities or to which the District is a party
or of which any property of the District is subject, except as
degcribed in the Official Statement, which, 1f determined
adversely to the District, would individually or in the
aggregate (i) materially and adversely affect the validity or
the enforceability of the Series 2009 A Bonds, the Undertaking
or the Purchase Agreement, (ii) otherwise materially or
adversely affect the ability of the District to comply with
its obligaticns under the Purchase Agreement, or (iii)
materially and adversely affect the transactions contemplated
by the Official Statement to be engaged in by the District.

All approvals, consents, authorizations, resoclutions and
orders of or filings or registrations with any governmental
authority, legislative body, board, agency or commission
having Jjurisdiction which would constitute conditions
precedent to, or the absence o0f which would materially
adversely affect, the due performance by the District of its
obligations under the Resolution, the Series 2009 A bonds or
the Purchase Agreement, have been duly obtained and are in
full force and effect, except for such approvals, consents and
orders as may be required under the Blue Sky or securities
laws of any state in connection with the offering and sale of
the Series 2009 A Bonds, ag to which no opinion is hereby
expressed.

The Resolution createg a legally valid and binding pledge of,
and lien and charge upon, the security, for payment of the
principal of, premium, if any, and interest on the Series 2009
A Bonds as the same become due and for the other purposes
provided in the Resolution, subject only to the provisions of
the Resolution permitting application thereof on the terms and
conditions get forth in the Resolution.
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12.

The statements and information contained in the Official
Statement under the captions, “THE SYSTEM®, “LITIGATION" and
"CONTINUING DISCLOSURE " and Appendix A do not contain any
untrue statement of a material fact or omit to state a
material fact necessgary to make such statements, in light of
the circumstances under which they were made, not misleading
in any material respect.

I hereby congent to the references made to me in the Cfficial

Statement.

Very truly your ?

H. Wyatt Hanna, II1T



$2,175,000
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT (WEST VIRGINIA}

Water Revenue Bonds. Series 2009 A (Bank Qualified)

GENERAL CERTIFICATE OF ISSUER AND ATTORNEY ON:

1. TERMS

2. NO LITIGATION

3. GOVERNMENTAL APPROVALS AND BIDDING

4. PUBLIC SERVICE COMMISSION APPROVAL

5. LLAND AND RIGHTS OF WAY

6. CONTRACTORS’ INSURANCE, ETC. :

7. AWARD OF SERIES 2009 A BONDS; SIGNATURES

8. DELIVERY AND PAYMENT

9. CERTIFICATION OF DOCUMENTS

10. NO ADVERSE FINANCIAL CHANGE INDEBTEDNESS
11. MEETINGS, ETC.

12. INCUMBENCY AND OFFICIAL NAME

13. RATES

4. OFFICIAL STATEMENT CERTIFICATION

15, CERTIFICATIONS UNDER BOND PURCHASE AGREEMENT

SECTION 6(c)(iv) AND SECTION 6(c)(viii);
16. DESIGNATION OF REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK
17.  PRIVATE USE OF FACILITIES
18.  NO FEDERAL GUARANTY
19.  IRS INFORMATION RETURN
20.  SPECIMEN SERIES 2009 A BONDS
21.  RELIANCE OF BOND COUNSEL
22.  USE OF SERIES 2009 A BOND PROCEEDS
3. EXECUTION OF COUNTERPARTS

We, the undersigned CHAIRMAN and SECRETARY of Flatwoods-Canoe
Run Public Service District, West Virginia (the “Issuer”) and the undersigned ATTORNEY
for the Issuer, hereby certify, on this the 21st day of August, 2009, in connection with the
$2,175,000 aggregate principal amount of the Flatwoods-Canoe Run Public Service District
(West Virginia) Water Revenue Bonds, Series 2009 A (Bank Qualified) (the “Series 2009 A
Bonds™), as follows:

1. TERMS: All capitalized words and terms used in this General
Certificate and not otherwise defined herein shall have the same meanings set forth in the
bond resolution of the Issuer duly adopted August 10, 2009, as supplemented by a
supplemental parameters resolution duly adopted August 10, 2009 (collectively, the “Bond
Legislation™), and the Bond Purchase Agreement dated August 17, 2009 (the “Bond
Purchase Agreement”), by and between the Issuer and the Underwriter.
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2. NO.LITIGATION: No controversy or litigation of any nature is
now pending or threatened, restraining, enjoining, or affecting in any manner the issuance
and delivery of the Series 2009 A Bonds, or the collection of the Net Revenues of the
System or the pledge thereof to the payment of the principal of and interest on the Series
2009 A Bonds, nor in any manner questioning the proceedings and authority by which the
Issuer authorized the issuance and sale of the Series 2009 A Bonds, nor in any manner
affecting the validity or enforceability of the Series 2009 A Bonds, the Bond Legislation, the
Undertaking, Agreement or the Bond Purchase Agreement or any agreement or instrument
relating thereto, used or contemplated by the Bond Purchase Agreement or any provisions
made or authorized for the payment of the Series 2009 A Bonds; nor in any manner
questioning the valid existence of the Issuer or the authority or titles of the Chairman,
Secretary and the members of the public service board of the Issuer to their respective
offices; nor in any manner questioning any proceeding, procedure, action or thing foliowed,
taken or done in connection with the issuance, sale and delivery of the Series 2009 A Bonds
which are not set forth in the Official Statement relating to the Series 2009 A Bonds.

3. GOVERNMENTAL APPROVALS AND BIDDING: All
applicable approvals and certificates required by Jaw for acquisition and construction of the
Project, operation of the System and issuance of the Series 2009 A Bonds have been
obtained, or will be obtained prior to construction, and, to the extent such approvals and
certificates have been obtained as of the date hereof, remain in full force and effect.
Competitive bids for construction of the Project will be solicited in accordance with Chapter
5, Article 22, Section 1 of the Official West Virginia Code of 1931, as amended.

4 PUBLIC SERVICE COMMISSION APPROVAL: The Pubiic
Service Commission of West Virginia has approved the acquisition and construction of the
Project and the issuance of the Series 2009 A Bonds by Recommended Decision dated
December 11, 2008 which became a Final Order on December 31, 2008 in Case No. 08-
0165-PWD-CN. The time for appeal of such Final Order has expired prior to the date
hereof.

5. LAND AND RIGHTS-OF-WAY: All land in fee simple and ail
rights-of-way and easements necessary for the construction of the Project and operation and
maintenance of the System have been acquired or can and will be acquired by purchase, or,
if necessary, by condemnation by the Issuer and are adequate for such purposes and are not
or will not be subject to any liens, encumbrances, reservations or exceptions which would
adversely affect or interfere in any way with the use thereof for such purposes. The costs
thereof, including costs of any properties which may have to be acquired by condemnation
are, in the opinion of all the undersigned, within the ability of the Issuer to pay for the same
without jeopardizing the security of or payments on the Series 2009 A Bonds.

6. CONTRACTORS’ INSURANCE, ETC.: All contractors will be
required to maintain Worker's Compensation, public liability and property damage
insurance, and builder’s risk insurance where applicable, with commercially reasonable
limits. All insurance for the System required by the Ordinance is in full force and effect.
The System is not presently covered by policies of flood or business interruption insurance,
but will be if such coverages are available at reasonable cost.

7. AWARD OF SERIES 2009 A BONDS; SIGNATURES: The
Series 2009 A Bonds were awarded to Crews & Associates, Inc. (the “Underwriter”)
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pursuant to the terms of the Bond Purchase Agreement by and between the Underwriter and
the Issuer, at an aggregate purchase price of $2,086,252 (representing par value less an
Underwriter’s discount of $38,062.50 and a net original issue discount of $50,685.50).
There is no accrued interest on the Series 2009 A Bonds.

As of the date hereof, the Series 2009 A Bonds were duly signed by the
manual signature of the Chairman of the Issuer, and the official seal of the Issuer, which seal
is impressed upon this Certificate, was impressed thereon and attested by the manual
signature of the Secretary of the Issuer. ‘

3. DELIVERY AND PAYMENT: The undersigned Chairman did, on
the date hereof, deliver to the Underwriter, the entire issue of the Series 2009 A Bonds, in
various denominations and numbered R-1 to R-4, inclusive. At the time of delivery of the
Series 2009 A Bonds, there was paid to the Issuer (or others, on behalf of the Issuer) the
agreed price therefor as follows:

Par Amount $2,175,000.00
Less: Underwriter’s Discount (38,062.50)
Net Original Issue Discount ~ (50,685.50)
Total Purchase Price | $2.086,252.00

9. CERTIFICATION OF DOCUMENTS:  There are delivered
herewith true, correct and complete copies of the following documents, all of which remain
in full force and effect and have not been amended, modified, supplemented, rescinded or
repealed unless changed by the terms of other documents listed below:

Bond Resolution

Supplemental Resolution

Public Service Commission Orders

County Commission Orders Relating to Creation of District

County Commission Orders Appointing Current Boardmembers

Oaths of Office of Current Boardmembers

Rules of Procedure
Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resolution and Supplemental Resolution
Official Statement
Bond Purchase Agreement

Continuing Disclosure Agreement
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Consent of West Virginia Water Development Authority
Consent of United States Department of Agriculture

10. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS:
There has been no adverse change in the financial condition of the Issuer or the System of
the Issuer since August 21, 2009. There are outstanding obligations of the Issuer which will
rank on a parity with the Series 2009 A Bonds as to liens, pledge and source of and security
for payment, being the (i) Water Revenue Bonds, Series 1996 A {(United States Department
of Agriculture), dated June 12, 1996, issued in the original aggregate principal amount of
$240,000 (the “Series 1996 A Bonds™); (i) Water Refunding Revenue Bonds, Series 1996 B
(United States Department. oft Agriculture), dated June 12, 1996, issued in the original
aggregate principal amount of $70,000 (the “Series 1996 B Bonds”); (iii) Water Revenue
Bonds, Séries 1998 B (West Virginia Infrastructure Fund), dated September 24, 1998,
issued in the original aggregate principal amount of $890,000 (the “Series 1998 B Bonds™);
(iv) Water Revenue Bonds, Series 2001 (Bluefield Area Extension Project), dated October
18, 2001, issued in the original aggregate principal amount of $2,240,000 (the “Series 2001
Bonds™); (v) Water Revenue Bonds, Series 2005 A (West Virginia Infrastructure Fund),
dated December 8, 2005, issued in the original aggregate principal amount of $5,085,825
(the “Series 2005 A Bonds™); and (vi) Water Revenue Bonds, Series 2007 A (West Virginia
Infrastructure Fund), dated April 24, 2007, issued in the original aggregate principal amount
of $1,014,000 (the “Series 2007 A Bonds”). The Series 1996 A Bonds, the Series 1996 B
Bonds, the Series 1998 B Bonds, the Series 2001 Bonds, the Series 2005 A Bonds and the
Series 2007 A Bonds are collectively referred to as the “Prior Bonds.”

11. MEETINGS, ETC.: All actions, resolutions, orders and agreements
taken by and entered into by or on behalf of the Issuer in any way connected with the
issuance of the Series 2009 A Bonds and/or operation of the System, inctuding without
limitation the imposition of rates and charges, were authorized or adopted at meetings of the
public service board of the Issuer duly and regularly called and held pursuant to the rules of
procedure of the public service board of the Issuer and all applicable statuies, including
without limitation Chapter 6, Article 9A of the Official West Virginia Code of 1931, as
amended, and a quorum of duly appointed, qualified and acting members of the public
service board was present and acting at all times during all such meetings. All notices
required to be posted or published were duly posted and published.

12. INCUMBENCY AND OFFICIAL NAME: The proper corporate
title of the Issuer is “Flatwoods-Canoe Run Public Service District.” The Issuer is a public
service district and public corporation duly created by The County Commission of Braxton
County and presently existing under the laws of, and a public corporation and political
subdivision of, the State of West Virginia. The governing body of the Issuer is its Public
Service Board, consisting of 3 duly appointed, qualified and acting members whose names
and dates of commencement and termination of current terms of office are as follows:
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Date of Date of

Commencement Termination
Name of Office of Office
John Gibson August 3, 2007 June 30, 2013
Eldred Drake April 4, 2008 June 30,2014
Scott Ratliff June 1, 2007 June 30, 2013

The names of the duly elected and/or appointed, qualified and acting
officers of the Public Service Board of the Issuer for the calendar year 2009 are as follows:

Chairman — Eldred Drake
Treasurer — John Gibson
Secretary — Scott Rathiff

The duly appointed and acting counsel to Issuer is Wyatt Hanna, I,
Esquire of South Charleston, West Virginia.

13. RATES: The rates for the System, as approved by the Public
Service Commission of West Virginia, by Recommended Decision entered on December
11, 2008 which became a Final Order on December 3 1, 2008, in Case No. 08-0165-PWD-
CN, are in full force and effect.

14. OFFICIAL STATEMENT CERTIFICATION: At and since the
date of the Official Statement nothing has come to the attention of any signer hereof which
would lead any such signer to believe that the Official Statement contains an untrue
statement of a material fact or omits to state a material fact necessary in order to make the
statements therein, in the light of the circumstances under which they were made, not
misleading.

15. CERTIFICATIONS UNDER BOND PURCHASE AGREEMENT
SECTION 6(c)(iv) AND SECTION 6(c)(viii): In addition to the foregoing, the undersigned
hereby certify, as of the date hereof, that: (i) the Issuer has duly performed all of its
obligations to be performed at or prior to the Closing and that each of its representations and
warranties contained in the Bond Purchase Agreement are true as of the Closing, (ii) the
Issuer has authorized, by all necessary action, the execution, delivery, receipt and due
performance of the Series 2009 A Bonds, the Bond Legislation, the Undertaking, and any
and all such other agreements and documents as may be required to be executed, delivered
and received by the Issuer in order to carry out, give effect to and consummate the
transactions contemplated hereby and by the Official Statement, (iii) to our knowledge no
litigation is pending, or to our knowledge threatened, to restrain or enjoin the issuance or
sale of the Series 2009 A Bonds or in any way affecting any authority for or the validity of
the Series 2009 A Bonds, the Bond Legislation or the Issuer’s existence or powers or the
Issuer’s right to use the proceeds of the Series 2009 A Bonds as set forth herein, (iv) the
execution, delivery, receipt and due performance of the Series 2009 A Bonds, the Bond
Legislation, the Undertaking and the other agreements contemplated by the Bond Purchase
Agreement and by the Official Statement under the circumstances contemplated thereby and
the Issuer’s compliance with the provisions thereof will not conflict with or constitute on its
part a breach of or a default under any existing law, court or administrative regulation,
decree or order or any agreement, indenture, mortgage, lease or other instrument to which it
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is subject or by which it is or may be bound, (v) the statements and information contained in
the Official Statement under the captions, “THE SYSTEM,” “LITIGATION” and
“CONTINUING DISCLOSURE” and Appendix A do not contain any untrue statement of a
material fact or omit to state a material fact necessary to make such statements, in light of
the circumstances under which they were made, not misleading in any material respect, and
(vi) the Issuer is obligated by the Undertaking established in the Continuing Disclosure
Agreement and is in full compliance with all of its prior written continuing disclosure
undertakings entered into pursuant to the provisions of Rule 15¢2-12(b)(5).

16. DESIGNATION OF REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK: The Issuer hereby confirms the appointment of UNITED BANK,
INC., Charleston, West Virginia, as Registrar, the West Virginia Municipal Bond
Commission, Charleston; West Virginia, as Paying Agent and Depository Bank, however,
costs of issuance for the Series 2009 A Bonds will be deposited with Bank of Gassaway,
Sutton, West Virginia.

17. PRIVATE USE OF FACILITIES: The Issuer shall at all times
take, and refrain from taking, and shall not fail to take, any and all actions necessary in order
to assure the initial and continued tax-exempt status of the Series 2009 A Bonds and the
interest thereon. Less than 10% of the proceeds of the Series 2009 A Bonds will be used,
directly or indirectly, for any private business use, and less than 10% of the payment of
principal of, or the interest on, such issue, under the terms of such issue or any underlying
arrangement, is, directly or indirectly, secured by any interest in property used or to be used
for a private business use, payments in respect of such property, or to be derived from
payments (whether or not to the Issuer) in respect of property, or borrowed money, used or
to be used for a private business use. None of the proceeds of the Series 2009 A Bonds will
be used, directly or indirectly, for any private business use which is not related to the
governmental use of the proceeds of the Series 2009 A Bonds, including the
disproportionate related business use of the proceeds of the Series 2009 A Bonds, and none
of the payment of principal of or interest on, or the interest on, such issue, under the terms
of any underlying arrangement, is, directly or indirectly, secured by any interest in property
used, or to be used for a private business use, payments in respect of such property or to be
derived from payments (whether or not to the Issuer) in respect of property, or borrowed
money, used or to be used for a private business use with respect to such private business
use, whick is not related to any government use of such proceeds, including the
disproportionate business use of the issue of the Series 2009 A Bonds. None of the
proceeds of the issue of the Series 2009 A Bonds will be used, directly or indirectly, to
make or finance loans to persons other than governmental units. For purposes of this
paragraph, private business use means use, directly or indirectly, in a trade or business
carried on by any person other than a governmental unit, other than use as a member of the
general public. All of the foregoing shall be determined in accordance with and within the
meaning of the Internal Revenue Code of 1986, as amended, including any successor
provisions and rules and regulations thereunder.

18. NO FEDERAL GUARANTY: The Series 2009 A Bonds are not,
in whole or part, and will not be, directly or indirectly, federally guaranteed within the
meaning of Section 149(b) of the Code.

19. IRS INFORMATION RETURN: On the date hereof, the
undersigned Chairman did officially sign a properly completed IRS Form 8038-G for the
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Series 2009 A Bonds and will cause such executed Form 8038-G to be filed in a timely
manner with the Internal Revenue Service Center, Ogden, Utah. The information set forth
in such Form 8038-G is true, correct and complete in all respects.

20. SPECIMEN SERIES 2009 A BONDS: Delivered concurrently
herewith are true and accurate specimens of the Series 2009 A Bonds.

21 RELIANCE OF BOND COUNSEL: The undersigned acknowledge
that it is intended that interest on the Series 2009 A Bonds be exempt from federal income
tax in the hands of the owners thereof, that the firm of Steptoe & Johnson PLLC is rendering
opinions on the date hereof to said effect and with respect to other matters, and that, in
rendering said opinions, said firm is relying, among other things, upon the statements made
herein. Said firm is entitled to rely upon such statements. :

22, USE OF SERIES 2009 A BOND PROCEEDS: The proceeds of
the Series 2009 A Bonds will be used to pay a portion of the costs of acquisition and
construction of the Project, fund a reserve account for the Series 2009 A Bonds capitalize
interest on the Series 2009 A Bonds, or to pay costs of issuance of the Series 2009 A Bonds
and other costs in connection with the issuance of the Series 2009 A Bonds.

23. EXECUTION OF COUNTERPARTS: This Certificate may be
executed in counterparts, and all counterparts shall be deemed to be the Certificate.

[Remainder of Page Intentionally Left Blank]
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WITNESS our signatures and the official corporate seal of the
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT on the day and year first
written above.

[CORPORATE SEAL]

- Signature Official Title
%/ % 46974-/43 Chairman
/ @ Secret
) A7 y %/ ecretary

Attorney

292120.00004
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WITNESS our signatures and the official corporate seal of the
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT on the day and year first
written above,

[CORPORATE SEAL]
Signature : Official Title

Chairman

Secretary

T it 7 S
¥ : i ' ' Attorney

9212000004

14966646, 1



$2,175,000
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT (WEST VIRGINIA)

Water Revenue Bonds, Series 2009 A (Bank Qualified)

TAX AND NON-ARBITRAGE CERTIFICATE

The undersigned, Chairman of Flatwoods-Cance Run Public Service District (the
“Issuer™), on this 21st day of August, 2009, being the official of the Issuer duly charged with the
responsibility for the issuance of the $2,175,000 Water Revenue Bonds, Series 2009 A (Bank Qualified)
(the “Series 2009 A Bonds”), of the Issuer, dated August 21, 2009 (the “Series 2009 A Bonds™), hereby
certifies as follows, all capitalized terms used herein and not otherwise defined herein shall have the same
meanings set forth in the Bond Resolution adopted by the Issuer on August 10, 2009, as supplemented by
Supplemental Resolution adopted by the Issuer on August 10, 2009 (collectively, the “Resolution”),
pursuant to which the Series 2009 A Bonds are issued:

A. DEFINITIONS
The following words and phrases shall have the following meanings or such other
meanings as may be required under the Code or the Regulations. Any capitalized word or term used

herein but not defined herein shall have the meaning set forth in the Resolution.

“Bona Fide Debt Service Fund” shall mean a fund which may include proceeds of an
issue, that: :

(a) Is used primarily to achieve a proper matching of
revenues with principal and interest payments within each Bond Year;
and

(b) Is depleted at least once each Bond Year, except for a

reasonable carryover amount not to exceed the greater of:

(i) the earnings on the fund for the immediately
preceding Bond Year, or

(i1) one-twelfth (1/12th) of the principal and interest

payments on the Series 2009 A Bonds for the immediately preceding
Bond Year.

19
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“Bond Act” means Article 13A of Chapter 16 of the Code of West Virginia of 1931, as
amended.

“Bond Counsel” means the law firm or firms delivering its or their approving opinion or
opinjons with the respect to the issuance of the Series 2009 A Bonds and the exclusion of interest on the
Series 2009 A Bonds from gross income for the purposes of federal income taxation.

“Bond Year” means the 12-month period beginning on the anniversary of the Closing
Date in each year and ending on the day prior to the anniversary date of the Closing Date in the following
year, or such other period as shall be determined by the Issuer, except that the first Bond Year shall begin
on the Closing Date.

“Bond Yield” means the yield of the Series 2009 A Bonds, calculated in accordance with
the provisions of Section 1.148-4 of the Regulations.

“Code” means the Internal Revenue Code of 1986, as amended, and all rulings and
regulations promulgated thereunder.

“Computation Date” means each. Instaliment Computation Date and the Final
Computation Date.

“Computation Date Credit” means $1,000.00. Only one Computation Date Credit for
each Computation Date is permitted for the Series 2009 A Bonds.

“Costs of Issuance” means all costs incurred in connection with the issuance of the
Series 2009 A Bonds within the meaning of Section 147(g) of the Code. Examples of costs of issuance
include (but are not limited to):

(a) underwriters’ spread (whether realized directly or
derived through purchase of the Series 2009 A Bonds at a discount below
the price at which a substantial number of Series 2009 A Bonds are sold
to the public);

{b) counsel fees (including Bond Counsel, Underwriters’
Counsel, Issuer’s Counsel, and any other specialized counsel fees

incurred in connection with the issuance of the Series 2009 A Bonds);

(c) financial advisor fees incurred in connection with the
issuance of the Series 2009 A Bonds;

(d) trustee fees and registrar fees;

(e) paying agent, disbursement agent, and certifying and
authenticating agent fees related to issuance of the Series 2009 A Bonds;
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) accountant fees related to issuance of the Series 2009 A
Bonds; '

(g)  printing costs (for the Series 2009 A Bonds and of
preliminary and final offering materials); and

(h) costs incurred in connection with any required public
approval process (e.g., publication costs for public notices generally and
costs of the public hearing or voter referendum).

“Date of Issue” means August 21, 2009.

“Discharged” means, with respect to any Bond, the date on which all amounts due with
respect to such Bond are actually and unconditionally due if cash is available at the place of payment and
no interest accrues with respect to the Bond after such date.

“Fair Market Valne” of an Investment means as follows:

(a) In General. Except as specifically otherwise provided
below, the Fair Market Value of an Investment is the price at which a
willing buyer would purchase the Investment from a willing seller in a
bona fide arm’s length transaction. The Fair Market Value of an
Investment that is purchased directly from the United States Treasury is
its purchase price.

(b) Safe Harbor for Establishing Fair Market Value for
Guaranteed Investment Contracts and Investments Purchased for a Yield
Restricted Defeasance Escrow. The purchase price of a guaranteed
investment contract is treated as its Fair Market Value on the purchase
date if - :

(i) The institution makes a bona fide solicitation for
a specified guaranteed investment coniract and reserves at least three (3)
bona fide bonds from providers that have no material financial interest in
the issue (e.g. as underwriters or brokers);

(i) The institution purchases the highest yielding
guaranteed investment contract for which a qualifying bid is made
(determined net of broker’s fees);

(it}  The yield on the guaranteed investment contract
(determined net of broker’s fees) is not less than the yield then available
from the provider on reasonably comparable guaranteed investment
contracts, if any, offered to persons from a source of funds other than
gross proceeds of tax exempt bonds;

3
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(iv)  The determination of the terms of the guaranteed
investment contract takes into account as a significant factor the Issuer’s
reasonably expected draw down schedule for the amounts to be invested,
exclusive of amounts deposited in debt service funds and reasonably
required reserve or replacement funds;

‘ (v) The terms of the guaranteed investment contract,
including collateral security requirements, are reasonable; and

: (vi) The obligor on the governmental investment
contract certifies the administrative costs that it is paying (or expects {0
pay) to third parties in connection with the guaranteed investment
contract,

{c) Safe Harbor for Establishing Fair Market Value for
Certificates of Deposit. The Fair Market Value of a certificate of deposit
is its purchase price if it has a fixed rate of interest, a fixed payment
schedule, and a substantial penalty for early withdrawal and the yield on
the certificate of deposit is not less than (i) the yield on reasonably
comparable direct obligations of the United States; and (ii) the highest
yield that is published or posted by the provider to be currently available
on reasonably comparable certificates of deposit offered to the public.

“Final Computation Date” means the date on which the last Bond is Discharged.
“Future Value” means the amount determined by using the following formula:
FV = PV(1+)"

where:

FV = The future value of the nonpurpose receipt or payment at the end of
the inferval. FEach interval ends on the last day of a compounding
interval. The compounding interval is the same compounding interval
used in computing the Bond Yield.

PV = The future value of the nonpurpose receipt or payment at the
beginning of the interval, or the amount thereof if the computation is for
the first interval, The first interval begins on the date the nonpurpose
receipt or payment is actually or constructively received or paid (or
otherwise is taken into account). The amount of every nonpurpose
receipt and payment with respect to an issue that is taken into account at
the beginning of the first interval may be rounded to the nearest whole
dollar. The preceding sentence shall not apply to receipts and payments
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with respect to investments in a restricted escrow within the meaning of
Section 1.148-8(g) of the Regulations.

i = The Bond Yield during the interval (expressed as a decimal) divided
by the number of compounding intervals in a year.

" = A fraction, the numerator of which is the length of the interval and
the denominator of which is the length of a whole compounding interval.

“Gross Proceeds” means Proceeds and Replacement Proceeds of the Series 2009 A
Bonds within the meaning of the Regulations.

“Instaliment Computation Date” means the last day of the fifth Bond Year and each
succeeding fifth Bond Year.

“Investment” means any security, obligation, annuity contract, or investment fype
property as defined in section 148(b) of the Code.

“Investment Proceeds” means any amounts actually or constructively received from
investing Proceeds of an issue of bonds.

“IRS” means the Internal Revenue Service,

“Issue Price” means $2,175,000 being the initial offering price to the public at which
price a substantial amount of the Series 2009 A Bonds is sold, and includes accrued interest on the Series
2009 A Bonds. For this purpose, ten percent (10%) is a substantial amount, and the term “the public”
does not include bond houses, brokers, or similar persons or organizations acting in the capacity of
underwriters or wholesalers. The Issue Price generally is the first price at which the Series 2009 A Bonds
are sold to the public, and the issue price will not change if part of the issue is subsequently sold at a
different price. The Issue Price of bonds that are not substantially identical is determined separately. The
Issue Price of a bond issue for which a bona fide public offering is made is determined as of the sale date
based on reasonable expectations regarding the initial public offering price. The Issue Price of the Series
2009 A Bonds may not exceed their fair market value as of the sale date.

“Net Sale Proceeds” means Sale Proceeds less the amount of those Sale Proceeds
invested in a reasonably required reserve or replacement fund under Section 148(d) of the Code and as
part of a minor portion under Section 148(e) of the Code.

“Nonpurpose Investment” means any Investment that is not acquired to carry out the
governmental purpose of an issue.

“Payment” means a payment as defined in Section 1.148-3(d) of the Regulations for

purposes of computing the Rebate Amount, and a payment as defined in Section 1.148-5(b}) of the
Regulations for purposes of computing the Yield on an Investment.

CH4%66656.1



“Present Value” means the amount determined by using the following formula:

PV =EFV(1+)
(145
where i equals the discount rate divided by the number of compounding intervals in a year and n equals
the sum of (i) the number of whole compounding intervals for the period ending on the date as of which
the Future Value is determined and (ii} a fraction the numerator of which is the length of any short
compounding interval during such period and the denominator of which is the length of a whole
compounding inferval.

“Present Value of an Investment” shall mean the value of an investment computed
" under the economic accrual method; using the same compounding interval and financial conventions used
to compute the yield on the Series 2009 A Bonds. On any valuation date, the Present Value of an
Investment is equal to the Present Value of all unconditionally payable receipts to be received from the
payments to be paid for the investment after that date, using the Yield on the Investment as the discount
rate.

“Proceeds” means any Sale Proceeds, Investment Proceeds, and Transferred Proceeds of
an issue of bonds. Proceeds do not include amounts that are actually or constructively received that with
respect to an Investment that is acquired for the governmental purpose of an issue that are properly
allocable to the immaterially higher yield under Section 1.148-2(d) of the Regulations or Section 143(g)
of the Code or to qualified administrative cost recoverable under Section 1.148-5(e).

“Rebate Amount” means, in respect of the Series 2009 A Bonds, the amount determined
pursuant fo the Code and Regulations in accordance with section E(1) hereof. Generally, under the
Regulations, the rebate amount, as of any date, equals the excess of the Future Value of all Receipts with
respect to Nonpurpose Investments allocated to the Gross Proceeds of the Series 2009 A Bonds over the
Future Value of all the Payments with respect to such Nonpurpose Investments computed in accordance
with the Regulations.

“Rebate Analyst” means the entity or person chosen by the Issuer in accordance with
section E(3) hereof to defermine the Rebate Amounts.

“Rebate Payment Date” means the date following a Computation Date on which the
Rebate Amount is mailed or otherwise filed with the IRS. The Rebate Payment Date cannot be a date
which is more than 60 days after a Computation Date.

“Receipt” means a receipt as defined in Section 1.148-3(d) of the Regulations for
purposes of computing the Rebate Amount, and a receipt as defined in Section 1.148-5(b) of the
Regulations for purposes of computing Yield on an Investment.

“Regulation” or “Regulations” means the temporary, proposed or final Income Tax

Regulations promulgated by the Department of the Treasury that are applicable to the Series 2009 A
Bonds.
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“Replacement Proceeds” means amounts that are treated as replacement proceeds of an
issue of bonds under Section 1.148-1(c) of the Regulations. Generally, amounts are Replacement
Proceeds of an issue if the amounts have a sufficiently direct nexus to the governmental purpose of the
issue to conclude that the amounts would have been used for that governmental purpose if the proceeds of
the issue were not used or to be used for that governmental purpose. Replacement Proceeds include, but
are not limited to, sinking funds or pledged funds to the extent that those funds are held by or derived
from a substantial beneficiary of the issue (whlch for this purpose includes the issuer and any related
party to the lssuer) —

“Sale Proceeds” rmeans amounts actually or constructively received from the sale of an
" issue of bonds (including amounts used to pay underwriter’s discount and compensation and accrued
interest other than pre-issuance accrued interest). Sale Proceeds also include, but are not limited to,
amounts derived from the sale of a right that is associated with a Bond and that is described in Section
1.148-4(b){4} of the Regulations.

“Tax-Exempt Bond” means any tax-exempt bond within the meaning of Section 103 of
the Code and Section 1.150-1 of the Regulations that is not investment property within the meaning of
Section 148(b)(3) of the Code. ‘

“Transferred Proceeds” means Proceeds of a prior issue of bonds that have ceased to be
ailocated to that prior issue and are treated as Proceeds of a refunding issue under Section 1.148-9 of the
Regulations.

“Iransferred Proceeds of the Bonds” means amounts that have ceased to be allocated
to Prior Bonds and are treated as Transferred Proceeds of the Series 2009 A Bonds.

“Underwriter” means Crews & Associates, Inc., Little Rock, Arkansas.

“Universal Cap” means the maximum value of Nonpurpose Investments which may be
allocated to the Series 2009 A Bonds under Section 1.148-6 of the Regulations and is determined by
reference to the Value of all outstanding Series 2009 A Bonds of the issue. For purposes of this
determination Nonpurpose Investments include cash, Tax-Exempt Bonds (i.e., any tax-exempt bond that
is not investment property under Section 148(b)(3) of the Code), qualified mortgage loans, and qualified
student loans. '

“Valuation Date” means the date on which the value of the Universal Cap and the
Nonpurpose Investments allocable to the Series 2009 A Bonds thereunder must be determined under
Section 1.148-6 of the Regulations. In general, beginning with the first Bond Year beginning after second
year anniversary of the Issue Date, the first day of each Bond Year constitutes a Vaiuation Date. In
addition, the Regulations provide with respect to a refunded issue (e.g., the Prior Bonds) and a refunding
issue (i.e., the Series 2009 A Bonds) each date on which proceeds of the refunded issue would become
transferred proceeds of the refunding issue, e.g., each date on which principal of the refunded issue is paid
with proceeds of the refunding bonds, constitutes a Valuation Date.
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“Yalue of a Bond” means the value of a bond determined under Section 1.148-4(e) of the
Regulations. Under those Regulations, value generally means:

(a) In the case of a plain par bond (within the meaning of -
Section !.148-1(b) of the Regulations), its outstanding stated principal
amount, plus accrued unpaid interest or in the case of a plain par bond
actually redeemed, or that is treated as redeemed, its stated redemption
price on the redemption date plus accrued unpaid interest; and

(b)  In the case of a bond other than a plain par bond, the -
value on a date of such a bond is generally its Present Value on that date,
using the yield on the issue of which the bonds are a part as the discount
factor, In determining the Present Value of a variable rate bond, the
initial interest rate on the bond established by the index or other rate
setting mechanism is used to determine the interest payments on that
bond.

“Valae of an Investment” means the value of an investment determined under Section
1.148-5(d) of the Regulations. Under those Regulations, value as of any date generally means, for any
fixed rate investment (within the meaning of Section 1.148-1(b) of the Regulations) or Yield Restricted
Investment, Present Value on that date, and for any plain par investment (within the meaning of Section
1.148-1(b) of the Regulations), the outstanding stated principal amount, plus accrued unpaid interest, as of
that date. '

“Yield” or “yield” means the yield computed under Section 1.148-4 of the Regulations
for the Series 2009 A Bonds, and the yield computed under Section 1.148-5 of the Regulations for an
Investment.

“Yield Restricted Investments” means any Investments which either (1) bear a yield
that is no greater than the Bond Yield, or (2) are investments in one or more Tax-Exempt Bonds.

B. GENERAL

I. This certificate is being executed and delivered pursuant to Section 148 of the
Internal Revenue Code of 1986, as amended, and regulations promulgated thereunder (the “Code”). 1am
an officer of the Issuer charged with the responsibility of issuing the Series 2009 A Bonds. Iam familiar
with the facts, circumstances, and estimates herein certified and am duly authorized to execute and deliver
this certificate on behalf of the Issuer.

2. This certificate may be relied upon as the certificate of the Issuer.
, 3. The Issuer has not been notified by the Internal Revenue Service of any listing or
proposed listing of it as an issuer the certification of which may not be relied upon by holders of their

respective obligations or that there is any disqualification thereof by the Internal Revenue Service because
a certification made by it contains a material misrepresentation.
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4. This certificate is based upon facts, circumstances, estimates and expectations of
the Issuer in existence on August 21, 2009, the date on which the Series 2009 A Bonds are to be
physically delivered in exchange for the issue price thereof, and to the best of my knowledge and belief,
the expectations of the Issuer set forth herein are reasonable.

5. The Issuer has covenanted in the Resolution that (i) it shall not take, or permit or

suffer to be taken, any action with respect to the gross or other proceeds of the Series 2009 A Bonds

which would cause the Series 2009 A Bonds to be “arbitrage bonds” within the meaning of Section 148

of the Code, and (ii) it will take all actions that-may be required of it (including, without implied

limitation, the timely filing of a federal information return with respect to the Series 2009 A Bonds) so

that the interest on the Series 2009 A Bonds will be and remain excludable from gross income for federal
income tax purposes, and will not take any actions which would adversely affect such exclusion.

6. The Series 2009 A Bonds were sold on August 21, 2009, to the Underwriter for a
purchase price of $2,086,252(par amount of $2,175,000, less net original issue discount of $50,685.50
and less underwriter’s discount of $38,062.50). There is no accrued thereon on the Series 2009 A Bonds.

7. The Series 2009 A Bonds are being delivered simultaneously with the delivery of
_ this certificate and are issued for the following purpose: (i) to finance the costs of acquisition and
construction of certain additions, betterments and improvements to the existing waterworks system of the
Issuer; (ii) to capitalize a portion of the interest on the Series 2009 A Bonds through September 1, 2011;
(iii) to fund the Series 2009 A Bonds Reserve Account; and (iv) to pay costs of issuance and refated costs.

8. [RESERVED]

9, The face amount of the Series 2009 A Bonds is $2,175,000. The sources and
uses of proceeds of the Series 2009 A Bonds is as follows:

Sources of Funds

Par Amount of Series 2009 A Bonds $2,175,000.00
LESS: Original Issue Discount ($50,685.50)

TOTAL $2,124,314.50

10. The proceeds of sale of the Series 2009 A Bonds will be applied as follows:

Uses of Funds
Deposit to Project Fund $1,649,582.00
Deposit to Debt Service Reserve Fund $161,762.50
Deposit to Capitalized Interest Fund - $252,737.15
Deposit to Cost of Issuance Fund* $60,232.85
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TOTAL $2,124,314.50

* Includes: Underwriter Discount, and Professional Fees Associated with the Issuance of the Series 2009 A Bond, but does not
include Bond Counsel fee of 830,000 which was deposited in the Project Fund..

1. The Underwriter has stated, in its certificate, a copy of which is attached as
EXHIBIT A - UNDERWRITER’S CERTIFICATE hereto (the “Underwriter’s Certificate”) that the
Series 2009 A Bonds have been reoffered, and a substantial amount thereof sold, to purchasers other than
bond houses, brokers or other intermediaries, at the initial offering prices not greater than the respective
prices shown on the cover page of the Official Statement for the Series 2009 A Bonds. The yield on the
Series 2009 A Bonds, as so computed, has been determined to be 6.0137668%, based on a “purchase
price” equal to the Issue Price for the Series 2009 A Bonds (including accrued interest thereon).

C. THE SERIES 2009 A BONDS

i, The principal amounts, interest rates, interest and principal payment dates, and
debt service with respect to the Series 2009 A Bonds are detailed in the Series 2009 A Bonds.

2. Using the initial offering price of the Series 2009 A Bonds as the “purchase
price” and taking into account accrued interest the yield on the Series 2009 A Bonds is computed by the
Underwriter to be 6.0137668% (the “Bond Yield”).

3. A Sinking Fund for the Series 2009 A Bonds is created under the Resolution.
Monies deposited in the Sinking Fund, including subsequent deposits thereto, will be spent within a
13-month period beginning on the date of deposit and will be depleted at least once a year, except for a
reasonable carryover amount not in excess of 1/12 of the annual debt service with respect to the Series
2009 A Bonds. The Series 2009 A Bonds all bear interest at a fixed interest rate and the average maturity
of the Series 2009 A Bonds is in excess of 5 years. The Sinking Fund is designed to achieve a proper
matching of the Issuer’s revenues and debt service on the Series 2009 A Bonds within each Bond Year.
All monies held in the Sinking Fund will be used to pay debt service on the Series 2009 A Bonds. All
Sale Proceeds of the Series 2009 A Bonds deposited in the Sinking Fund, if any, will constitute accrued
interest on the Series 2009 A Bonds and will be applied to pay interest on the Series 2009 A Bonds on the
first interest payment date, being June 1, 2009, The Sinking Fund qualifies as a Bona Fide Debt Service
Fund and all monies in the Sinking Fund will be invested without restriction as to yield and are not
subject to rebate.

4. A Reserve Account is created under the Resolution for the Series 2009 A Bonds
in an aggregate amount equal to 100% of the Maximum Annual Debt Service on the Series 2009 A Bonds
(the “Reserve Account Requirement”). The Reserve Account is being funded from the Series 2009 A
Bonds proceeds in the amount of $161,762.50. The Reserve Account Requirement is equal to the
maximum anoual principal and interest requirements of the Series 2009 A Bonds, is not in excess of 10%
of the stated principal amount of the Series 2009 A Bonds and is not in excess of the maximum annual
principal and interest requirements of the Series 2009 A Bonds. The monies in the Reserve Account will

10
CHA4966656.1



be invested without restriction as to yield. All earnings on amounts deposited in the Reserve Accounts
will, to the extent the yield thereon exceeds the yield on the Series 2009 A Bonds, be subject to rebate.

5. A Renewal and Replacement Fund is created under the Resolution, to be funded
through monthly deposits of Revenues in an amount equal to 2 1/2% of the Gross Revenues of the
System. Absent an Event of Default on the Series 2009 A Bonds, and depletion in full of the Reserve
Account, the Renewal and Replacement Fund is not expected to be used for the purpose of paying Debt
Service on the Series 2009 A Bonds. Such monies will be invested without restriction as to yield and are
not subject to rebate. '

6. A Redemption Account for the Series 2009 A Bonds is created under the
Resolution. In the event monies are deposited into the Redemption Account, to the extent they are not
part of a Bona Fide Debt Service Fund, they will, to the extent the yield thereon exceeds the yield on the
Series 2009 A Bonds, be subject to rebate. Otherwise, they will be invested without restriction as to yield
and are not subject to rebate. :

7. A Costs of Issuance Fund is created under the Resolution to be funded from
proceeds of the Series 2009 A Bonds in the amount of $60,232.85, to pay costs of issuance of the Series
2009 A Bonds. All such amounts shall be fully expended within 6 months from the date hereof. Pending
such disbursement, such monies will be invested without restriction as to yield and are not subject to
rebate.

_ . A Construction Fund is created under the Resolufion to be funded only from
remaining proceeds of the Series 2009 A Bonds to pay costs of the Project. All such amounts shall be
fully expended within 3 years from the date hereof. Pending such disbursement, such monies will be
invested without restriction as to yield and are not subject to rebate. Work with respect to the acquisition
and construction of the Project will commence shortly and will proceed with due diligence to completion.
Acquisition and construction of the Project is expected to be completed within 3 years. All proceeds of
the Series 2009 A Bonds designated for the Project will be expended within 3 years from the date of
issuance thereof. The Project will be operated solely for a public purpose as a local governmental activity
of the Issuer. The Issuer expects no part of the Project financed by proceeds of the Series 2009 A Bonds
will be sold or otherwise disposed of prior to the last maturity date of the Series 2009 A Bonds. None of
the proceeds of the Series 2009 A Bonds will be used to reimburse the Issuer for costs of the Project
previously incurred and paid by the Issuer with its own funds.

Except for the proceeds of the Series 2009 A Bonds designated for the Project, no other
funds of the Issuer will be available to meet costs of the Project, which would constitute “replacement
proceeds” within the meaning of Treas. Reg. § 1.148-1(c), inasmuch as (i) the Issuer does not reasonably
expect that the term of the Series 2009 A Bonds is longer than is reasonably necessary for the
governmental purposes of the Issuer, (ii) the weighted average maturity of the Series 2009 A Bonds does
not exceed 120% of the average expected economic life of the Project, and (iii) there are no amounts that
have a sufficiently direct nexus to the Series 2009 A Bonds or to the governmental purpose of the Series
2009 A Bonds to conclude that the amounts would have been used for that governmental purpose if the
proceeds of the Series 2009 A Bonds were not used or to be used for that governmental purpose.

i1
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9, Other than the funds and accounts described above, there are no other funds or
accounts of the Issuer which (i) are reasonably expected to be used to pay Debt Service on the Series
2009 A Bonds or which are pledged as collateral to secure repayment of Debt Service on the Series 2009
A Bonds and (if) for which there is a reasonable assurance that amounts therein will be available to pay
Debt Service on the Series 2009 A Bonds.

10. Accrued interest, if any, with respect to the Series 2009 A Bonds in an amount
less than 6 month’s interest on the Series 2009 A Bonds may be applied within one year from the date
hereof toward the payment of interest first due on the Series 2009 A Bonds, as detailed in the Schedules.
Pending such disbursement, such monies, if any, will be invested without restriction as to yield.

E. REBATE OF EXCESS ARBITRAGE

1. Rebate Fund; Caleulation of Rebate Amount.

(a) Section 148(f) of the Code requires the payment to the United States of the
excess of the amount earned on the investment of Gross Proceeds in Nonpurpose Investments over the
amount that would have been earned on such investments had the amount so invested been invested at a
rate equal to the Bond Yield, together with any income attributable to such excess. Except as provided
below, and as previously set forth as excepted in Section D hereof, the Sinking Funds, the Reserve
Accounts therein, the Costs of Issuance Fund and all other funds or accounts treated as containing Gross
Proceeds are subject to this requirement. )

(b) Pursuant to the Resolution, the Issuer has created the Rebate Fund to be held by
the Depository Bank. On or before 45 days following each Computation Date, an amount shall be
deposited into the Rebate Fund by the Issuer so that the balance held in the Rebate Fund shall equal the
- aggregate Rebate Amount due as of the Rebate Payment Date following such Computation Date. Monies
so deposited shall be derived from the Issuer’s own funds.

() To meet the rebate requirements of Section 148(f) of the Code, the Issuer (or the
Rebate Analyst described in section E(3) hereof) agrees and covenants to take the following actions:

1) For each investment of (i) amounts held in the Reserve
Accounts, (ii) Transferred Proceeds of the Series 2009 A Bonds, and
(iii) any other monies held by the Issuer which constitute Gross
Proceeds, the Issuer shall record the purchase date of such investment, its
purchase price, accrued interest due on its purchase date, its face amount,
its coupon rate, the frequency of its interest payment, its disposition
price, accrued interest due on its disposition date and its disposition date.

¢h) For each Installment Computation Date with respect to
Rebate Amounts specified in paragraph (iii) below, the Issuer shall
compute the Yield on the Series 2009 A Bonds as required by the Code
and Regulations. If the Series 2009 A Bonds are redeemed prior to their
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scheduled maturity, the Issuer agrees to seek the advice of Bond Counsel
or other rebate expert to recompute the Yield on the Series 2009 A
Bonds as required by the Regulations. '

(iii) ~ For each Computation Date, the Issuer shall determine
the amount of earnings received on all Nonpurpose Investments

‘described in paragraph (i) above this section E(1)(c) that are allocable to

Gross Proceeds of the Series 2009 A Bonds. In addition, where
Nonputpose Investments- are retained by the Bond Commission after
retirement of the Series 2009 A Bends, any unrealized gains or losses as
of the date of retirement of the Series 2009 A Bonds must be taken into
account in calculating the earnings on such Nonpurpose Investments to
the extent required by the Regulations.

(iv) In determining the Nonpurpose Investments that are
allocable to Gross Proceeds of the Series 2009 A Bonds, the Issuer shall
consider the allocation rules set forth in the Regulations, including the
rules relating to the Universal Cap. In general, the Universal Cap
represents the maximum value of Nonpurpose Investments that may be
allocated to an issue of bonds and is determined by reference to the
Value of all the outstanding bonds of the issue.

{v) For each Computation Date, the Issuer shall calculate for
each Nonpurpose Investment described in paragraph (iii) above, an
amount equal to the earnings which would have been received on such
Nonpurpose Investment at an interest rate equal to the Yield on the
Series 2009 A Bonds as described in paragraph (ii) above. The method
of calculation shall follow that set forth in the Regulations.

(vi)  In determining the amount of any rebate computed
pursuant to this section, all earnings on any Bona Fide Debt Service
Fund to the extent such earnings do not exceed $100,000 in any Bond
year shall not be taken into account.

(vii}  For each Computation Date, the Issuer shali calculate the
Rebate Amount {computed from the Issue Date of the Series 2009 A
Bonds to each such Computation Date) by any appropriate method
provided in the Code and Regulations that is applicable to the Series
2009 A Bonds, taking into account any computation credit allowed
thereunder. In determining the Rebate Amount, the Issuer shall account
for the amounts determined under paragraphs (iii), (iv), and (v) above.

(viii) If the Rebate Amount exceeds the amount on deposit in

the Rebate Account, the Issuer shall immediately pay that amount, or
cause that amount to be paid, into the Rebate Account.
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2. Payment to United States. (a) Installment Computation Dates. Unless the Series
2009 A Bonds are redeemed prior to such time, the Issuer shall pay to the United States, not fater than
sixty (60) days afier each Installment Computation Date, an amount which, when added to all previous
rebate payments made with respect to the Series 2009 A Bonds, is equal to not less than ninety percent
(90%) of the Rebate Amount (computed from the date of issuance of the Series 2009 A Bonds to each
such Installment Computation Date). '

P ()] Final Computation Date. The Issuer shall pay to the United States, not later than
sixty (60) days after the last outstanding Series 2009 A Bonds are paid or redeemed, one hundred percent
(100%) of the Rebate Amount for the Final Computation Date (computed from the date of issuance of the
Series 2009 A Bonds to the Final Computation Date).

(c) Mailing of Rebate Payment. Each Payment of an installment shall be mailed to
the Internal Revenue Service Center, Internal Revenue Service Center, Ogden, Utah 84201-0027. Each
payment shall be accompanied by (i) a copy of IRS Form 8038-T, and (it) the CUSIP number for the
Series 2009 A Bond with the latest maturity.

(d) Excess Balance in Rebate Fund: Excess Rebate Payments. If on the Rebate
Payment Date the balance on deposit in the Rebate Fund is in excess of the Rebate Amount attributable to
the Series 2009 A Bonds, such excess may be withdrawn by the [ssuer from the Rebate Fund. The Issuer
may direct that any overpayment of rebate may be recovered from any rebate payment previously made to
the United States under any procedure that may be permitted by the Code or the Regulations.

(e) Recordkeeping. In connection with the rebate requirement, the Issuer shall
maintain (or cause to be maintained) the following records:

(i) The Issuer shall record all amounts paid to the
United States pursuant to section B(2) hereof.

(i) The Issuer shall retain records of the rebate calculations
until six years after the Final Computation Date.

(iii)  The Issuer shall keep and record the data described in
section E(1){c) hereof pertaining to the investment of the proceeds of the
Series 2009 A Bonds until six years after the Final Computation Date.

3. Rebate Analyst. (a) A Rebate Analyst shall be appointed to perform the rebate
calculations, as required herein.

(b) The Issuer may rely conclusively upon the opinions, calculations, determinations,
directions and advice of the Rebate Analyst. The charges and fees for such Rebate Analyst shall be paid
by the Issuer upon presentation of an invoice for services rendered in connection therewith.
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4, Failure to Pay Rebate Amounts. In the event the Issuer fails to pay at the proper
time and in the proper amounts, any Rebate Amount, it will pay the rebate amount plus interest within
180 days after discovery of such failure as set forth in Section 1.148-3(h)(3) of the Regulations.
Notwithstanding the foregoing, in the event the Issuer fails to pay at the proper time and in the proper
amount any Rebate Payment or correction amount, it hereby covenants and agrees to pay any penalty
required by Internal Revenue Serviee in lieu of a declaration of taxability on the Series 2009 A Bonds.

E. MISCELLANEOUS

1. The amount designated as “Cost of Issuance” of the Series 2009 A Bonds
consists only of costs which are directly related to and necessary for the issuance of the Series 2009 A
Bonds. '

2. The Issuer shall file Form 8038-G in a timely fashion with the Internal Revenue
Service Center, Ogden, Utah. The Form 8038-G attached hereto as EXHIBIT B - FORM BO38-G is, to
the best of my knowledge, true and correct, and may be relied upon by Bond Counsel.

3. None of the proceeds of the Series 2009 A Bonds will be used- (directly or
indirectly) in any trade or business carried on by, or will be used to make or finance loans to, any person
who is not a governmental unit.

4. The original proceeds of the Series 2009 A Bonds will not exceed the amount
necessary for the purpose of the issue, except to the extent any such proceeds are required for rebate to the
United States.

5. The Issuer shall use the proceeds of the Series 2009 A Bonds solely to fund a
Reserve Account for the Series 2009 A Bonds; to pay the costs of acquisition and construction of the
Project; and to pay costs of issuance thereof.

6. The Issuer shall not permit at any time or times any of the proceeds of the Series
2009 A Bonds or any other funds of the Issuer to be used directly or indirectly in a manner which would
result in the exclusion of the Series 2009 A Bonds from treatment afforded by Section 103(a) of the Code
by reason of classification of the Series 2009 A Bonds as “private activity bonds” within the meaning of
the Code. The Tssuer will take all actions necessary to comply with the Code and the Treasury
Regulations promulgated or to be promulgated thereunder.

7. The Series 2009 A Bonds are not, and will not be, in whole or part, directly or
indirectly, federally guaranteed within the meaning of Section 149(b) of the Code.

8. The Issuer has not entered and will not enter. into any transaction to reduce the
Yield on an investment of the Gross Proceeds of the Series 2009 A Bonds so as to cause the amount to be
rebated to the United States Treasury to be less than it would have been had the transaction been at arm’s
length and the Yield on the Series 2009 A Bonds not been relevant to either party to the transaction, and
that all investments of Gross Proceeds will be made on an arm’s length, Fair Market Value basis. :
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9. On each Valuation Date, the Issuer agrees to value the Universal Cap and the
Nonpurpose Investments allocable to the Series 2009 A Bonds thereunder in accordance with the
Regulations. Notwithstanding anything herein to the contrary, the failure to perform the determination of
Nonpurpose Investments allocable to the Series 2009 A Bonds as of a Valuation Date shall not be
considered a violation of this provision if the application of the Universal Cap would not result in a
reduction or reallocation of Gross Proceeds of an issue.

11.  [RESERVED]

11. No portion of the proceeds of the Series 2009 A Bonds will be used ditectly or
indirectly to replace funds of the Issuer or other related governmental agency that have been used directly
or indirectly to acquire securities or obligations which may reasonably be expected, on the date hereof, to
produce a yield materially higher than the Yield on the Series 2009 A Bonds.

12, In connection with the Series 2009 A Bonds, there has not been created or
established, and the Issuer does not expect that there will be created or established, any sinking fund,
pledged fund or similar fund (other than as specifically identified in this Tax and Arbitrage Certificate),
including without limitation any arrangement under which money, securities, or obligations are pledged
directly or indirectly to secure the Series 2009 A Bonds or any contract securing the Series 2009 A Bonds
or any arrangement providing for compensating or minimum balances to be maintained by the Issuer or
related governmental agencies with any registered owner of the Series 2009 A Bonds.

13. The Series 2009 A Bonds are not and will not be part of a transaction or series of
transactions that (i) attempt to circumvent the provisions of Section 148 of the Code, or any successor
thereto, and the Regulations promulgated thereunder which enable the Issuer to exploit the difference
between tax-exempt and taxable interest rates to gain a material financial advantage or (ii) increase the
burden on the market for tax-exempt obligations in any manner, including, without limitation, by selling
obligations that would not otherwise be sold or selling a larger amount of obligations, or issuing them
sooner, or allowing them to remain outstanding longer, than would otherwise be necessary.

14. No other obligations are being isswed by the Issuer or any related entity at
substantially the same time and sold pursuant to a common plan of financing and which will be paid out
of substantially the same source of funds (or which will have substantially the same claim to be paid out
of substantially the same source of funds) as the Series 2009 A Bonds or which will be paid directly or
indirectly from proceeds of the sale of the Series 2009 A Bonds.

15. Gross Proceeds of the Series 2009 A Bonds, other than gross proceeds that are
allocable to:

(A) the payment of the Costs of Issuance of the Series 2009
A Bonds; :

(B) the payment of administrative costs allocable to .
carrying and repaying the Series 2009 A Bonds, or the 1easonabie
investments of Proceeds of the Series 2009 A Bonds;
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< amounts deposited in the Sinking Fund (including
investment earnings thereon) to pay debt service on the Series 2009 A
Bonds, if any; and

(I qualified guarantee fees (within the meaning of the
Regulations) for the Series 2009 A Bonds;

will not exceed 1% of the Sale Proceeds from the Serzes 2009 A Bonds

.§6. The issuance of the Senes 2009 A Bonds wﬂl not involve the use of a “cievxce or
an “abusive transaction” within the meamng of Section 149(d)4) of the Code and the Regulations
thereunder.

17. The Issuer covenants to comply with ali requirements of the Code that must be
satisfied subsequent to the issuance of the Series 2009 A Bonds in order that the interest thereon be and
‘continue to be excludable from gross income for federal income tax purposes.

18. The Issuer will rebate to the United States the amount, if any, required by the
Code and to take 2ll steps necessary to make such rebates. In the event the Issuer fails to make such
rebates as required, the Issuer shall pay any and all penalties and other amounts from lawfully available
sources, and obtain a waiver from the Internal Revenue Service, if necessary, and take all other actions
required of it in order to maintain the exclusion of interest on the Series 2009 A Bonds from gross income
for federal income tax purposes.

19. The Issuer has retained the right to amend the Resolution authorizing the
issuance of the Series 2009 A Bonds if such amendment is necessary to assure compliance with
Section 148(f) of the Code or as may otherwise be necessary to assure the exclusion of interest on the
Series 2009 A Bonds from the gross income of the holders thereof.

20. The Issuer shall comply with all yield restrictions on Series 2009 A Bond
proceeds as set forth in the Code.

21. The Issuer covenants and agrees to comply with the rebate requirements of the
Code if not exempted therefrom, and with all other requirements of the Code necessary, proper or
- desirable to maintain the tax-exempt status of the Series 2009 A Bonds and the interest thereon. In
addition, the Issuer covenants to comply with all Regulations from time to time in effect and applicable to
the Ser:es 2009 A Bonds as may be necessary in order to fully comply with Section 148(f) of the Code,
and covenants to take such actions, and refrain from taking such actions, as may be necessary to fully
comply with such Section 148(f) of the Code and such Regulations, regardiess of whether such actions
may be contrary to any of the provisions of the Resolution.

22. The Series 2009 A Bonds are a fixed yield issue. No interest or other amount
payable on any of the Series 2009 A Bonds (other than in the event of an unanticipated contingency) is

17
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determined by reference to (or by reference to an index that reflects) market interest rates or stock or
commodity prices after the date of issue.

23. Under Section 1.148-2(b) of the Regulations, an officer of the Issuer must certify
the issuer’s expectaﬂons as of the issue date. In accordance therewith, the under31gned Chairman of the
Issuer hereby in good faith certifies that the representations and covenants set forth in this Certificate
constitute the reasonable expectations of the Issuer as of the Issue Date. Accordingly, the iep1esenta‘c1ons
and covenants set forth herein are intended and may be relied upon as the certification described in
Section 1.148-2(b) of the Regulations and are being delivered as part of the record of proceedings in
connection with the issuance of the Serles 2009 A Bonds. '

24, Pursuant to Seot:on 265(13)(3)(}))(10 of the Code, the Series 2009 A Bonds shall
be treated as a “qualified tax-exempt obligation” for purposes of Section 265(b)(3) of the Code and shall
be deemed so designated as the Series 2009 A Bonds and the issue of which they are a part satisfy the
reqmrements set forth in Section 265(b)(3)(D)(ii) of the Code.

25. To the best of my knowledge, information and belief there are no other facts,
estimates and circumstances which would materially change the expectations herein expressed.

26. Steptoe & Johnson PLLC is entitled to rely upon the representations,
expectations, covenants, certifications and statements contained herein in rendering its opinions regarding
the tax-exempt status of interest on the Series 2009 A Bonds.

27. Notwithstanding any other provision hereof, any provision of this Tax and
Arbitrage Certificate shall be amended at any time and such amendment shall be complied with, upon .
receipt by the Issuer of an opinion of Bond Counsel that such amendment is necessary or permissible
under the then current Code and Regulations and is either necessary to or will not adversely affect the
excludability of inferest on the Series 2009 A Bonds from gross income of the recipients thereof for
federal incoine tax purposes.

28. To the best of my knowledge, information and belief, the foregoing expectations
are reasonable.
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WITNESS my signature this 21st day of August, 2009.

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

By: M;&Lﬁi@

Its: Chairman

292120.00004
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EXHIBIT A

UNDERWRITER’S CERTIFICATE

[Included in Transcript as Document No. 21]
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EXHIBIT B

IRS FORM 8038-G

[Included in Transcript as Document No. 32]
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$2,175,000
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT (WEST VIRGINIA)

Water Revenue Bonds, Series 2009 A (Bank Qualified)

REGISTRAR'S CERTIFICATE

United Bank, Inc., Charleston, West Virginia (the "Bank"), as Registrar for the
above-captioned Bonds (the "Bonds"), hereby certifies as follows, all capitalized terms used herein to
have the same meanings set forth in the Resolution of Flatwoods-Canoe Run Public Service District (the
"ssuer”) adopted August 10, 2009, as supplemented by Supplemental Resolution adopted by the Issuer
on August 10, 2009 (collectively, the "Resolution™):

I The Bank is a state banking corporation duly organized, validly existing, and in good
standing under the laws of the United States of America, may lawfully conduct business in West Virginia,
and is lawfully empowered, pursuant to such laws, to accept the duties and obligations contemplated and
as provided under the Resolution and to serve in the capacity of Registrar under the Resolution.

2. The Bank has duly authorized, by all necessary action, the authentication of the
Bonds and the execution and delivery of this Certificate and the acceptance of all duties of Registrar
under the Resolution, and any and all other documents and agreements as may be required to be executed,

delivered and received by the Bank in order to carry out, give effect to, and consummate the transactions
contemplated thereby.

3. The person indicated in paragraph 4 below was at the time of the authentication of
the Bonds, and is now, a duly elected, qualified and acting incumbent in his or her office; and, pursuant to
authorization from the Board of Directors of the Bank, such person, in his or her official capacity, was
and is authorized to authenticate the Bonds for and on behalf of the Bank.

4, There have been filed with the Bank all of the documents listed in Section 3.12 of the

Resolution; the Bonds have been duly authenticated and delivered to the Original Purchaser, and proceeds
of the Bonds have been deposited as required by the Resolution.
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5. Attached hereto as EXHIBIT A is a correct listing of the Bond numbers, CUSIP
numbers, maturity dates, principal amounts, interest rates and yields of the Bonds.

[Remainder of Page Intentionally Blank]



WITNESS my signature on this 21st day of August, 2009,

United Bank, Inc.,

By: / Q) Mﬂﬁ’ Sv?

Its: Authorized Officer”

08.14.08
292120.00004
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EXHIBIT A

SERIES 2009 A BOND TERMS

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT (WEST VIRGINIA)
WATER REVENUE BONDS, SERIES 2009 A (BANK QUALIFIED)

Bond No.

R-1
R-2
R-3
R-4

Mandatory Sinking Fund Redemption and Maturity

Maturity Date or

Sinking Fund  Principal Interest

(December 1) Amount : Rate  CUSIP No.

9/01/2015 $335,000 5.250% 33886A AAS

9/01/2024 $290,000 5.500% 33886A AB3

9/01/2029 $380.,000 5.500% 33886A ACI

9/01/2039 $1,170,000 6.000% 33886A AD9
4



FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2009 A (Bank Qualified)

UNDERWRITER’S CERTIFICATE

The undersigned Gregory B. Isaacs, Senior Managing Director of Crews &
Associates, Inc. (the “Underwriter”), for and on behaif of the Underwriter, as purchaser of
the above-captioned Bonds (the “Bonds™), hereby certifies this 21st day of August, 2009
that:

(@) At least 10% of the Bonds have been the subject of an initial offering to
the public (excluding bond houses, brokers or similar persons or organizations acting in the
capacity of underwriters or wholesalers), made pursuant to the Bond Purchase Agreement
dated August 17, 2009, by and between Flatwoods-Canoe Run Public Service District (the
“Issuer”) and the Underwriter, at prices no higher than, or yields no lower than, those shown
on the cover of the Official Statement dated August 17, 2009 refating to the Bonds. We
have made a bona fide public offering of all Bonds at the public offering price.

(b) At least 10% of each maturity of the Bonds were sold to the public
(excluding bond houses, brokers or similar persons or organizations acting in the capacity of
underwriters or wholesalers) at initial offering prices not greater than the respective prices
shown on the cover of the Official Statement. At the time we agreed to purchase the Bonds
based upon our assessment of the then prevailing market conditions, we had no reason to
believe any of the Bonds would be initially soid to the public (excluding such bond houses,
brokers or similar persons or organizations acting in the capacity of underwriters or
wholesalers) at prices greater than the prices or yields less than the yields, shown on the
cover of the Official Statement.

(c) The level of funding of the Series 2009 A Bonds Reserve Account
established by the Resolution authorizing issuance of the Series 2009 A Bonds is reasonable
and necessary because such an amount is required as a condition to marketing the Series
2009 A Bonds at the interest rates and with the maturities established for the Series 2009 A
Bonds. Such amount was determined to be necessary to reduce the probability of a default
on the Series 2009 A Bonds due to a temporary decrease in revenues of increase in
operating expenses. The amount to be maintained in the Series 2009 A Bonds Reserve
Account is equal to the lesser of (i) 10% of the original stated principal amount of the Series
2009 A Bonds; (ii) the maximum amount of principal and interest which will become due
on the Series 2009 A Bonds in any year; or (ili) 125% of the average amount of principal
and interest which will become due on the Series 2009 A Bonds.

CH4966662.1



(d)  The weighted average maturity of the Series 2009 A Bonds is 19.849
years. :

(e)  The yield on the Series 2009 A Bonds is 6.0137668%.

(f)  The net interest cost on the Series 2009 A Bonds is 6.1277755%.

(g) This certificate may be relied iﬁtpon by the Issuer with respect to
completion of its Tax-and Non-Arbitrage Certificate and IRS Form 8038-G relating to the

Series 2009 A Bonds, and by Steptoe & Johnson PLLC in rendering their tax opinion with
respect to the Series 2009 A Bonds.

[Remainder of Page Intentionally Left Blank]
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Dated the day and yeér first written above.

CREWS & ASSOCIATES, INC.

By: qu’\r\r/

Its: Senior Managing Director

09.02.08
292120.00004
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| Smith, Cochran & Hicks, PL.L.C.
Certified Public Accountants Oak Hill Bridgepott Charleston  Montgomery

405 Capito! Street « Suite 908 « Charleston, West Virginia 25301 » 304-345-1151 » Fax 304-346-6731

August 21, 2009

Flatwoods-Canoe Run Public Service District (West Virginia)
Water Revenue Bonds. Series 2009 (Bank Oualified)

Flatwoods-Canoe Run Public Service District
Sutton, West Virginia

United States Department of Agriculture
Beckley, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

Based upon the water rates and charges as set forth in the Recommended Decision dated December 11,
2008, which became final order on December 31, 2008 of the Public Service Commission of West
Virginia, in Case No. 08-0165-PWD-CN, and the current operation and maintenance expenses and
customer usage as furnished to us by Flatwoods-Canoe Run Public Service District (the “Issuer”), it is our
opinion that such rates and charges will be sufficient to provide revenues which, together with other
revenues of the waterworks system (the “System™) of the Issuer, will (i) provide for all reasonable

expenses of operation, repair and maintenance of the System, (ii) and to leave a balance each year equal
to at least 115% of the maximum amount required in any year for debt service on the Issuer’s Water
Revenue Bonds, Series 2009 A and all other obligations secured by a lien on or payable from such

revenues on a parity with the Series 2009 A Bonds, including the Issuer’s (a}) Water Revenue Bonds,
Series 1996 A (United States Department of Agriculture), dated June 12, 1996, issued in the original
aggregate principal amount of $240,000 (the “Series 1996 A Bonds™); (b} Water Refunding Revenue
Bonds, Series 1996 B (United States Department of Agriculture), dated June 12, 1996, issued in the
original aggregate principal amount of $70,000 (the “Series 1996 B Bonds™), (¢) Water Revenue Bonds,
Series 1998 B (West Virginia Infrastructure Fund), dated September 24, 1998, issued in the original
aggregate principal amount of $890,000 (the “Series 1998 B Bonds™), (d) Water Revenue Bonds, Series
2001 (Bluefield Area Extension Project), dated October 18, 2001, issued in the original aggregate
principal amount of $2,240,000 (the “Series 2001 Bonds™), (e} Water Revenue Bonds, Series 2005 A
(West Virginia Infrastructure Fund), dated December 8, 2005, issued in the original aggregate principal
amount of $5,085,825 (the “Series 2005 A Bonds™), (f) Water Revenue Bonds, Series 2005 B (West
Virginia Water Development Authority), dated December 8, 2005, issued in the original aggregate
principal amount of $84,180 (the “Series 2005 B Bonds™); and (g) Water Revenue Bonds, Series 2007 A
(West Virginia Infrastructure Fund), dated April 24, 2007, issued in the original aggregate principal
amount of $1,014,000 (the “Series 2007 A Bonds”) (collectively, the “Prior Bonds™).
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It is further our opinion that (i) the Net Revenues for the Fiscal Year following the year in which the
Series 2009 Bonds are issued will not be less than 120% of the average annual debt service on the Series
2009 Bonds and the Prior Bonds and that (ii) the Net Revenues actually derived from the System during
any 12 consecutive months, within the 18 months immediately preceding the date of the actual issuance
of the Series 2009 Bonds, plus the estimated average increased annual Net Revenues to be received in
each of the 3 succeeding years after the completion of the improvements to be financed by the Series
2009 Bonds, are not less than 115% of the largest aggregate amount that will mature and become due in
any succeeding fiscal year for the principal of and interest on the Series 2009 Bonds and the Prior Bonds.

Additionally the respective Reserve Accounts for the Prior Bonds are funded in accordance with the Prior
Resolutions.

Very truly yours,

Sm Mwﬁ M?

Smith, Cochran & Hicks, PLLC

292120.00004
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in any jurisdiction in which such offer, solicitation or
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Nor shall there be any sale of these securities,

Official Statement and the information confained herein are subject 10 COMPICION ang amenamernt.
sate would be uniawful, prior to registration or qualification under the securities laws of such jurisdiction.

Statement constituie an offer to sell or the solicitation of an offer to buy.

This Preliminary

PRELIMINARY OFFICIAL STATEMENT DATED AUGUST 13, 2809

NEW ISSUE

In the opinion of Bond Counsel, under existing laws, regulations, rulings and judicial decisions of the United States of
America, as presently written and applied, interest on the Series 2009 A Bonds (including any original issue discount properly
allocable to any owner thereof) is excludable from gross income of the holders thereof for federal income tax purposes, and
interest on the Series 2009 A Bonds is not a specific preference item for purposes of the federal alternative minimum tax imposed
on individuals and corporations. In addition, interest on the Series 2009 A Bonds is not taken into account in determining
adjusted current earnings for purpose of computing the alternative minimum tax on corporations. Further, in the opinion of Bond
Counsel, under existing laws of the State of West Virginia, the Series 2009 A Bonds, and the interest thereon are exempt from
personal and corporate income taxes imposed directly thereon by the State of West Virginia. See “TAX MATTERS” herein.

$2,175,000*
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS
SERIES 20609 A (BANK QUALIFIED)

Dated: Date of Delivery Due: September 1, as shown below
“The Series 2009 A Bonds are issuable only as fully registered bonds without coupons in denominations of $5,000 and
integral multiples thereof for any year of maturity. All of the Series 2009 A Bonds initially will be maiatained under a book-
entry system under which The Depository Trust Company, New York, New York (“DTC”), will act as securities depository.
Purchases of the Series 2009 A Bonds will be in book-entry form only. Semiannual interest on the Series 2009 A Bonds is
payable beginning March 1, 2010, and each March 1 and September 1 thereafter. So long as the Series 2009 A Bonds are
maintained under a book-entry system, payments of the principal of, premium, if any, and interest on the Series 2009 A Bonds
will be made when due by the Municipal Bond Commission of West Virginia, Charleston, West Virginia, as Paying Agent, to
DTC in accordance with the Resolution and any Supplemental Resolution, and the Paying Agent will have no obligation to
make any payments to any beneficial owner of any Series 2009 A Bonds. See “THE SERIES 2009 A BONDS” and “BOOK-
ENTRY ONLY SYSTEM.” The Series 2009 A Bonds are subject to redemption prior to maturity as described herein.

The Series 2009 A Bonds are being issued, together with other funds available therefor, to: (i) provide funds in the
amount of § to be deposited in the Series 2009 A Bond Reserve Account; (i) provide funds for certain improvements to
be made to the District’s water system; (iii) provide funds in the amount of § to be deposited in the Series 2009 A Bond
Sinking Fund to pay capitalized interest; and (iv) pay certain costs of issuance of the Series 2009 A Bonds and related costs.

The Series 2009 A Bonds are payable from and further secured by the Net Revenues derived from the existing water
system of the District and any extensions, improvements and betterments thereto and from funds on deposit in the Series 2009
A Bonds Sinking Fund and the Reserve Account therein. The Series 2009 A Bonds do not constitute an indebtedness of the
District within the meaning of any constitutional or statutory provisions or limitations, and the District shall not be obligated to
pay the principal of, premium, if any, and interest on the Series 2009 A Bonds, except from the Net Revenues and such funds on -
deposit. Neither the full faith and credit nor the taxing power, if any, of the District shall be deemed to be pledged to, nor shall
any tax be levied for, the payment or the principal of, premium, if any, or interest on the Series 2009 A Bonds.

The District has designated the Series 2009 A Bonds as “qualified tax-exempt obligations” for purposes of Section
265(b) of the Internal Revenue Code of 1986, as amended.

MATURITIES, AMOUNTS, INTEREST RATES AND PRICES*

This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors must

read the entire Official Statement to obtain information essential to making an informed investment decision. The Series 2009 A

Bonds are offered when, as and if issued and received by the Underwriter, subject to prior sale, to withdrawal or modification of

' the offering without notice and to the unqualified approval of legality by Steptoe & Johnson, PLLC, Charleston, West Virginia,

Bond Counsel. H. Wyatt Hanna, 111, South Charleston, West Virginia, as counsel to the District, will pass upon certain legal

matters for the District. Goodwin & Goodwin, LLF, Charleston, West Virginia, as counsel to the Underwriter, will pass upon

certain legal matters for the Underwriter. It is expected that the Series 2009 A Bonds will be available for delivery in New York,
New York, on or about August 21, 2009,

> Crews&Associates

tigmber First Sanurdy Bancorp

Dated: August __, 2009

*Preliminary, subject to change.
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This Official Statement does not constitute an offer to sell or the solicitation of an offer to
buy, nor shall there be any sale of the Series 2009 A Bonds in any jurisdiction in which it is
unlawful to make such offer, solicitation or sale. No dealer, broker, salesman or other person has
been authorized by Flatwoods-Canoe Run Public Service District or the Underwriter to give any
information or to make any representations, other than as contained in this Official Statement. If
given or made, such other information or representations must not be relied upon as having been
authorized by any of the foregoing. The information set forth herein has been obtamed from
Flatwoods-Canoe Run Public Service District and other sources, which are believed to be reliable
but is not guaranteed as to accuracy or completeness and is not to be construed as a representation
by the Underwriter. ‘The information and any expression of opinion herein are subject to change
without notice, and neither the delivery of this Official Statement nor any sale made hereunder
shall under any circumstances create any implication that there has been no change in the affairs of
Flatwoods-Canoe Run Public Service District as it relates to the System since the date hereof. This
Official Statement is submitted in connection with the sale of securities referred to herein and may
not be reproduced or used, in whole or in part,for any other purposes.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICE OF THE SERIES 2009 A BONDS AT A LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT
$2,175,600%
FLATWQODS-CANOE RUN PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS
SERIES 2009 A (BANK QUALIFIED)

INTRODUCTION

This Official Statement, including the cover page and appendices, is provided for the
purpose of setting forth certain information concemning Flatwoods-Canoe Run Public Service
District, West Virginia (the “District”), the District's water system hereinafter described and the
District's $2,175,000% in aggregate principal amount of Water Revenue Bonds, Series 2009 A
(Bank Qualified) (the “Series 2009 A Bonds”). The Series 2009 A Bonds are being issued
pursuant to the Constitution and laws of the State of West Virginia (the “State™), specifically
Chapter 16, Article 13A of the Code of West Virginia of 1931, as amended (the “Act™), and a
resolution adopted by the Public Service Board of the District on August 10, 2009 (the
“Resolution™), as supplemented and amended by any supplemental resolution adopted by the
Board of the District pursuant to the Resolution (the “Supplemental Resolution”, and together
with the Resolution, the “Resolution”).

The proceeds of the Series 2009 A Bonds, together with other funds available therefor,
wil] be used as follows: (i) to provide funds in the amount of $ - 10 be deposited in the
Series 2009 A Bonds Reserve Account; (ii) to provide funds for certain improvements to be
made to the District's water system; (iii) to provide funds in the amount of § to be
deposited in the Series 2009 A Bonds Sinking Fund to pay capitalized interest: and (1v) to pay
certain costs of issuance of the Series 2009 A Bonds and related costs.

The Series 2009 A Bonds are payable from and secured by the Net Revenues, as defined
in the Resolution and hereinafter, derived from the existing water system of the District and any
extensions, improvements or betterments thereto (the “System™) and from funds on deposit in the
Sinking Fund and the Reserve Account therein. The Series 2009 A Bonds do not constitute an
indebtedness of the District within the meaning of any constitutional or statutory provisions or
limitations, and the District shall not be obligated to pay the Series 2009 A Bonds or premium, if
any, or the interest thereon except from such Net Revenues and such funds on deposit.

Pursuant to the Resolution, the District has covenanted and agreed to establish and collect
just and equitable rates and charges for the use of the System and the services rendered thereby
5o as to produce for each fiscal year Net Revenues, as defined in the Resolution and hereinafter,
equal to at least 115% of the maximum amount required in any year to pay the principal of and
interest on the Series 2009 A Bonds and all other obligations secured by a lien on or payable
from Net Revenues prior to or on a parity with the Series 2009 A Bonds. See “SECURITY FOR
THE SERIES 2009 A BONDS - Rate Covenant.”

*Preliminary, subject to change.



The Series 2009 A Bonds will be dated, will mature, will bear interest and will be subject
to redemption prior to maturity as more fully described on the cover page and under the heading
“I'HE SERIES 2009 A BONDS” herein. The Series 2009 A Bonds initially will be maintained
under a book-entry system. So long as the Series 2009 A Bonds are maintained under a book-
entry system, the manner of payment, the denominations, the transfer and exchange of ownership
and the method of providing notice of redemption to the owners of the Series 2009 A Bonds
shall be determined as described under the “BOOK-ENTRY ONLY SYSTEM?” herein. If the
- book-entry system is discontinued, principal of, interest, and premium, if any, on the Series 2009
A Bonds will be payable by the West Virginia Municipal Bond Commission, Charleston, West

Virginia, as paying agent (the “Paying Agent”), to the owners thereof at the addresses appearing

in-the books kept by the Paying Agent as registrar (the “Registrar”). For further information
describing the method of payment and other matters in the event the book-entry system is
discontinued, see “THE SERIES 2009 A BONDS” herein.

For a description of the exclusion of interest on the Series 2009 A Bonds from gross
income for federal and state income tax purposes, see “TAX MATTERS” herein.

The District may issue additional bonds on parity with the Series 2009 A Bonds for the
purpose of financing the cost of the construction or acquisition of additions, improvements and
betterments to the System and/or refunding one or more or all series of bonds issued pursuant to
the Resolution subject, in each case, to certain tests and conditions provided for by the
Resolution (the Series 2009 A Bonds and any such additional parity bonds are hereinafter
referred to as the “Bonds™). See “SECURITY FOR THE SERIES 2009 A BONDS - Additional
Parity Bonds.”

The Series 2009 A Bonds are offered when, as and if issued and received on behalf of the
Underwriter appearing on the cover page hereof (the “Underwriter”), subject to prior sale, to
withdrawal or modification of the offering without notice and to the unqualified approval of the
legality by Steptoe & Johnson, PLLC, Charleston, West Virginia, Bond Counsel. H. Wyatt
Hanna, 111, South Charleston, West Virginia, Counsel wili pass upon certain legal matters for the
District to the District. Goodwin & Goodwin, LLP, Charleston, West Virginia, as counsel to the
Underwriter, will pass upon certain legal matters for the Underwriter.

Brief descriptions of the Series 2009 A Bonds, the District and certain provisions of the
Resolution and the Act, as defined in the Resolution and hereinafter, are set forth in this Official
Statement, as well as other information contained in the appendices hereto. Such descriptions
and information do not purport to be comprehensive or definitive. All references herein to the
Resolution, provisions of the Act and other applicable laws of the State are qualified in their
entirety by reference to each such document or law. References herein to the Series 2009 A
Bonds are qualified in their entirety by reference to the form thereof included in the Resolution
and the information with respect thereto included in the aforesaid documents. Capitalized terms
used and not otherwise defined in this Official Statement shall have the respective meanings
given them in the Resolution. Copies of the Resolution and other applicable documents may be
obtained from the District or, during the period of offering the Series 2009 A Bonds, from the
Underwriter.




FINANCING PLAN
Estimated Sources and Uses of Funds (excluding accrued interest)™

Sources of Funds:

Principal Amount of Series 2009 A Bonds $2,175,000.00
US Economic Development Authority Grant 2,695,500.00
Weyerhaeuser Corporation Contribution 700,000.00
Total Sources $ 5,570,500.00
Uses of Funds:
Project Account ' $

Series 2009 A Bonds Reserve Account

Series 2009 A Bonds Sinking Fund

Underwriter's Discount , '

Costs of Issuance (1} 20.000.00
Total Uses ‘ $5,570.560.00

(1) Includes legal fees, printing costs and other miscellaneous expenses relating to the
issuance of the Series 2009 A Bonds.

*Preliminary, subject to change.
THE SERIES 2009 A BONDS
General

The Series 2009 A Bonds are dated and bear interest from August 15. 2009, upon original
issuance. Any Series 2009 A Bond issued in exchange on or subsequent to said first interest
payment date will be dated as of the interest payment date next preceding the date of
authentication thereof unless the date of authentication is an interest payment date on which
interest on said Series 2009 A Bond shall have been paid in full or duly provided for, in which
case said Series 2009 A Bond shall be dated such date of authentication; or unless, as shown by
the records of the Registrar, as defined below, interest on such Series 2009 A Bond shall be in
default, in which case any Series 2009 A Bond issued in exchange for a Series 2009 A Bond
surrendered for transfer or exchange shall be dated as of the date to which interest has been patd
in full. The Series 2009 A Bonds will bear interest from their date, payable semiannually on
cach March 1 and September 1, commencing March 1, 2010, upon original issuance, at the rates
per annum and will mature on the dates and in the amounts set forth on the cover page of this
Official Statement.

The Series 2009 A Bonds will be issued as fully registered bonds without coupons in
denominations of $5,000 and integral multiples thereof for any year of maturity. The Series
2009 A Bonds initially shall be maintained under a book-entry system; Beneficial Owners shall
have no right to receive physical possession of the Series 2009 A Bonds and payments of



principal of, redemption price, if any, and interest on the Series 2009 A Bonds will be made as
described herein under “BOOK-ENTRY ONLY SYSTEM.” If the book-entry system is
discontinued, interest on the Series 2009 A Bonds will be payable by check or draft made
payable and mailed to the owners thereof at the addresses appearing in the books kept by the
Registrar as of the 15th day of the month preceding such interest payment date or, in the event of
a default in the payment of the Series 2009 A Bonds, that special record date to be fixed by the
Registrar by notice given to the owners not less than 10 days prior to said special record date (the
“Record Date™). If the book-entry system is discontinued, principal of, premium, if any, and
interest on the Series 2009 A Bonds will be payable to the owner thereof upon surrender thereof
at the principal corporate trust department office of the Paying Agent.

So long as the Series 2009 A Bonds are maintained under a book-entry system, transfers
of ownership interests in the Series 2009 A Bonds will be made as described herein under
“BOOK-ENTRY ONLY SYSTEM.” Ifthe book-entry system is discontinued, ownership of any
Series 2009 A Bond may be transferred upon surrender thereof to the Registrar, together with a
written instrument of transfer satisfactory to the Registrar, duly executed by the registered owner
or his duly authorized attorney or legal representative. Upon any such transfer of a Series 2009
A Bond, there will be issued another Series 2009 A Bond or Series 2009 A Bonds, at the option
of the transferee, of the same aggregate principal amount, series, maturity and interest rate as
said Series 2009 A Bond. For every exchange or transfer of Series 2009 A Bonds, the Registrar
may make a charge sufficient to reimburse it for any tax or other governmental charge required
to be paid with respect to such exchange or registration of transfer. The District shall pay any
service charge of the Registrar and any applicable tax or other governmental charge.

Optional Redemption

The Series 2009 A Bonds maturing on or after September 1, 20, at the option of the
District, will be subject to redemption prior to maturity on or after September 1, 20| as a whole
or in part at any time, at a redemption price {expressed as a percentage of the principal amount to
be redeemed) set forth below, plus accrued interest to the date fixed for redemption:

Period During Which Redeemed
(both dates inclusive)

‘Redemption Date Redemption Price
September 1,20__ - August 31,20 %

September 1,20__ - August 31,20
September 1, 20 and thereafter

If fewer than all of the Series 2009 A Bonds shall be called for optional redemption, the
particular maturities of the Series 2009 A Bonds to be redeemed shall be selected by the District
in such manner, as it shall determine. So long as the Series 2009 A Bonds are maintained under
a book-entry system, the selection of individual ownership interests in the Series 2009 A Bonds
to be credited with any partial redemption shall be made as described herein under “BOOK-
ENTRY ONLY SYSTEM.”




Notice of Redemption

So long as the Series 2009 A Bonds are maintained under a book-entry system, notice of
the call for any redemption of the Series 2009 A Bonds shall be given as described below under
“BOOK-ENTRY ONLY SYSTEM.” At any other time, notice to the registered owner of any
redemption shall be given by the Registrar not less than 30 nor more than 60 days prior to the
date fixed for redemption by first class mail at the address appearing in the Register. Failure to
receive such notice or any defect in the mailing thereof shall not affect the validity of any
proceedings for the redemption of the Series 2009 A Bonds; and failure to mail such notice shall
not affect the validity of any such proceedings for any Series 2009 A Bond with respect to which
no such failure has occurred. Afier notice of redemption has been given in the manner
hereinabove and in the Resolution described and moneys necessary therefor have been deposited,
the Series 2009 A Bonds specified in such notice shall on the date fixed for redemption be
deemed paid, and interest thereon shall cease to accrue.

BOOK-ENTRY ONLY SYSTEM

The information in this section has been obtained from sources that the District and the
Underwriter believe to be reliable, but neither the District nor the Underwriter takes any
responsibility for the accuracy thereof.

The Depository Trust Company

The Depository Trust Company, New York, New York (“DTC"), will act as securities
depository for the Series 2009 A Bonds. The Series 2009 A Bonds will be issued as fully
registered securities registered in the name of Cede & Co., DTC's partnership nominee. One
fully registered certificate of the Series 2009 A Bonds will be issued for cach maturity of the
Series 2009 A Bonds in the principal amount equal to the aggregate principal amount of the
Series 2009 A Bonds of such maturity and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization™ within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934, as amended. DTC holds securities that its participants
(the “Participants”™) deposit with DTC. DTC also facilitates the settlement among participants of
securities transactions, such as transfers and pledges, in deposited securities through electronic
computerized book-entry changes in Participants' accounts, thereby eliminating the need for
. physical movement of securities certificates. Direct participants include securities brokers and
dealers, banks, trust companies, clearing corporations and certain other organizations (“Direct
Participants”). DTC is owned by a number of its Direct Participants and by the New York Stock
Exchange, Inc., the American Stock Exchange, Inc. and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others, such as securities brokers and
dealers, banks and trust companies, that clear through or maintain a custodial relationship with a



Direct Participant, either directly or indirectly (the “Indirect Participants™). The Rules applicable
to DTC and its Participants are on file with the Securities and Exchange Conumission.

Ownership of Series 2009 A Bonds

Purchases of the Series 2009 A Bonds under the DTC system must be made by or
through Direct Participants, which will receive a credit for the Series 2009 A Bonds on DTC's
records. The ownership interest of the actual purchasers of each Series 2009 A Bond (the
“Beneficial Owner™) is in turn to be recorded on the Participant's records. Beneficial Owners
will not receive written confirmation from DTC of their purchase, but Beneficial Owners are
expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Participants through which the Beneficial Owners entered
to the transaction. Transfers of ownership interests in the Series 2009 A Bonds are to be
accomplished by entries made on the books of Participants acting on behalf of the Beneficial
Owners.

Beneficial Owners will not receive certificates representing their ownership interests in
the Series 2009 A Bonds except in the event that use of the book-entry system for the Series
2009 A Bonds is discontinued under the circumstances described below under “Discontinuance
of Book Entry System.”

To facilitate subsequent transfers, Series 2009 A Bonds deposited by Participants with
DTC are registered in the name of DTC's partnership nominee, Cede & Co. The deposit of
Series 2009 A Bonds with DTC and their registration in the name of Cede & Co. effect no
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Series 2009 A Bonds; DTC's records reflect only the identity of the Direct Participants to whose
accounts such Series 2009 A Bonds are credited, which may or may not be the Beneficial
Owners. The Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants and by Participants to Beneficial Owners will be
governed by arrangements among them, subject to any statutory or regulatory requirements as
may be in effect from time to time. If the consent or vote of DTC or Cede & Co. is requested,
under its usual procedures, DTC will mail an Omnibus Proxy to the District as soon as possible
after the record date assigning Cede & Co.'s consenting or voting rights to those Direct
Participants to whose accounts the Series 2009 A Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

So long as a nominee of DTC is the registered owner of the Series 2009 A Bonds,
references herein to the Bondholders or the holders or owners of the Series 2009 A Bonds shall
~mean DTC and shall not mean the Beneficial Owners of the Series 2009 A Bonds. The District
and the Paying Agent will recognize DTC or its nominee as the holder of all of the Series 2009 A
Bonds for all purposes, including the payment of the principal or redemption price of and interest
on the Series 2009 A Bonds, as well as the giving of notices and any consent or direction
required or permitted to be given to or on behalf of the Bondholders under the Resolution.




Neither the District nor the Paying Agent will have any responsibility or obligation to
Participants or Beneficial Owners with respect to payments or notices to Participants or
Beneficial Owners.

Payments on and Redemption of Series 2009 A Bonds

So long as the Series 2009 A Bonds are held by DTC under a book-entry system,
principal or redemption price of and interest payments on the Series 2009 A Bonds will be made
to DTC. DTC's practice is to credit Direct Participants' accounts on the date on which such
principal or interest is payable in accordance with their respective holdings shown on DTC's
records unless DTC has reason to believe that it will not receive payment on such date.
Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers 1n bearer
form or registered in “street name,” subject to any statutory or regulatory requirements as may be
in effect from time to time, and will be the responsibility of such Participants and not of DTC,
the Paying Agent or the District. Payment of principal and interest to DTC is the responsibility
of the District or Paying Agent, disbursement of such payments to Direct Participants shall be the
responsibility of DTC and disbursement of such payments to the Beneficial Owners shall be the
responsibility of Participants.

So long as the Series 2009 A Bonds are held by DTC under a book-entry system, the
Registrar will send any notice of redemption with respect to the Series 2009 A Bonds only to
Cede & Co. Any failure of DTC to advise any Direct Participant, or of any Direct Participant to
notify any Indirect Participant or any Beneficial Owner, of any such notice and its content or
effect will not affect the validity of the proceedings for the redemption of the Series 2000 A
Bonds or of any other action premised on such notice. If fewer than all of the Series 2009 A
Bonds of any maturity are selected for redemption. DTC's practice is to determine by lot the
amount of the interest of each Direct Participant in such maturity to be redeemed. Any such
selection of Direct Participants to which any such partial redemption will be credited will not be
governed by the Resolution and will not be made by the District, the Registrar or the Paying
Agent. ‘

The District, the Registrar and the Paying Agent cannot give any assurances that DTC or
the Participants will distribute payments of the principal or redemption price of and interest on
the Series 2009 A Bonds paid to DTC or its nominee as the registered owner of the Senes 2009
A Bonds, or any redemption or other notices, to the Beneficial Owners or that they will do so on
a timely basis or that DTC will serve and act in the manner described n this Official Statement.

DTC may charge the Participants a sum sufficient to cover any tax, fee or other
governmental charge that may be imposed for every transfer and exchange of a beneficial
interest in the Series 2009 A Bonds, and the Participants may seek reimbursement therefor from
the Beneficial Owners.



Discontinuance of Book-Entry Only System

DTC may resign or may be discharged by the District as a securities depository for the
Series 2009 A Bonds and, in such event, the District may discontinue the maintenance of the
Series 2009 A Bonds under a book-entry system or replace DTC with another qualified securities
depository. Unless the District appoints a securities depository to replace DTC, the Series 2009
A Bonds held by DTC will be canceled, and the District will execute and the Registrar will
authenticate and deliver Series 2009 A Bonds in fully certificated form to the Participants shown
on the records of DTC provided to the Registrar or, to the extent requested by any Participant, to
the Beneficial Owners of the Series 2009 A Bonds shown on the records of such Participant
provided to the Registrar.

SECURITY FOR THE SERIES 2009 A BONDS

The Series 2009 A Bonds are special obligations of the District and are payable as to
principal, premium, if any, and interest solely from the sources described below. The District 1s
under no obligation to pay the Series 2009 A Bonds except from said sources.

Outstanding Prior Bonds

The District has outstanding the following bonds payable from the Net Revenues of the
Systemn that are on parity with the Series 2009 A Bonds, being (i) Water Revenue Bonds, Series
1996 A (United States Department of Agriculture), dated June 12, 1996, originally issued in the
aggregate principal amount of $240,000, of which $232,234 is currently outstanding (the “Series
1996 A Bonds™); (i) Water Refunding Revenue Bonds, Series 1996 B (United States Department of
Agriculture), dated June 12, 1996, originally issued in the aggregate principal amount of $70,000, of
which $67,707 is currently outstanding (the “Series 1996 B Bonds™): (iii) Water Revenue Bonds
(West Virginia Infrastructure Fund), Series 1998 B, dated September 24, 1998, originally issued in
the aggregate principal amount of $890,000, of which $862.263 is currently outstanding (the “Series
1998 B Bonds™); (iv) Water Revenue Bonds, Series 2001 (Bluefield Area Extension Project), dated
October 18, 2001, originally issued in the aggregate principal amount of $2,240,000, of which
$2,000,000 is currentiy outstanding (the “Series 2001 Bonds™); (v) Water Revenue Bonds, Series
2005 A (West Virginia Infrastructure Fund), dated December 8, 2005, originally issued in the
aggregate principal amount of $5,085,825, of which $4,819,899 is currently outstanding (the “Series
2005 A Bonds™); and (vi) Water Revenue Bonds, Series 2007 A (West Virginia Infrastructure
Fund), dated April 24, 2007, originally issued in the aggregate principal amount of $1,014,000, of
which $984,169 is currently outstanding (the “Series 2007 A Bonds™) {collectively, the “Prior
Bonds™).

. Sources of Payment

The payment of the debt service on the Series 2009 A Bonds and the District's existing
indebtedness shall be secured forthwith equally and ratably by a parity first lien on and pledge of
- the Net Revenues derived from the System and the funds on deposit in the Sinking Fund and the
Reserve Account therein and on parity with the District's existing indebtedness as more fully
described. below under “ANNUAL DEBT SERVICE REQUIREMENTS.” Net Revenues




derived from the System in an amount sufficient to pay the principal of, premium, if any, and
interest on the Bonds and the District's existing indebtedness and to make the payments into the
Sinking Fund and all other payments provided for in the Resolution, and the funds in the Sinking
Fund and the Reserve Account therein are irrevocably pledged to the payment of the principal of,
premium, if any, and interest on the Bonds and the District's existing indebtedness as the same
become due and for the other purposes provided in the Resolution.

Rate Covenant

The District has covenanted and agreed in the Resolution to establish and collect just and
equitable rates and charges for the use of the System and the services rendered thereby as will
produce for each fiscal year Net Revenues, as defined in the Resolution and hereinafter, equal to
at least 115% of the maximum amount required in any year to pay the principal of and interest on
the Series 2009 A Bonds and all other obligations secured by a lien on or payable from Net
Revenues prior to or on parity with the Series 2009 A Bonds. ' -

The District further covenants that it will enact any rate increases as shall be required to

“comply with the aforementioned rate covenant within thirty (30) days following a determination

by the District or upon an annual audit of the District that the District is not in compliance with
such rate covenant.

Series 2009 A Bonds Reserve Account

b3 of proceeds of the Series 2009 A Bonds will be deposited in the Series 2009 A
Bonds Reserve Account. In the event funds in the Revenue Fund are insufficient to pay the
principal of and/or interest on the Series 2009 A Bonds, the Bond Commission shall withdraw
and transfer to the Series 2009 A Bonds Sinking Fund sufficient amounts to make payments of
principal of and/or interest on the Series 2009 A Bonds as the same becomes due from cash on
deposit in the Series 2009 A Bonds Reserve Account.

In the event of a transfer from the Series 2009 A Bonds Reserve Account to the Series
2009 A Bonds Sinking Fund as aforesaid, the District shall restore the balance to the Series 2009
A Bonds Reserve Account in an amount up to the Series 2009 A Bonds Reserve Requirement.
The transfer of any cash by the District from the Series 2009 A Bonds Reserve Account 1o the
Series 2009 A Bonds Sinking Fund shall be replenished over twelve (12) equal monthly

payments.

The reimbursement obligation of the District will be secured by the Net Revenues
derived from the System and the funds on deposit in the Depreciation Fund, provided however,
that such lien will be subordinate to the payment of debt service to holders of the Series 2009 A
Bonds. :

Application of Revenues

All Gross Revenues are to be deposited in the Revenue Fund established with the Bank of
Gassaway, Sutton, West Virginia, as the depository bank (the “Depository Bank”), for



disposition in the following order of priority; first, for use by the District for the Operating
Expenses of the System; second, for monthly deposit in the Sinking Fund established with the
Bond Commission, (i) of a sum equal to 1/6 of the amount of interest which will become due on
the Series 2009 A Bonds, on parity with the District's other indebtedness, on the next ensuing
semiannual interest payment date (beginning March 1, 2010, with appropriate modification in the
fraction of the amount of interest to be deposited monthly prior to the first interest payment
date), and (ii) beginning thirteen months prior to the first principal payment date or mandatory
redemption date, of a sum equal to 1/12 of the amount of principal which will mature or be
redeemed and become due on the Series 2009 A Bonds, on parity with the District's other
indebtedness, on the next ensuing principal payment date or mandatory redemption date; third,
for restoration of any deficiency in the funding of the Series 2009 A Bonds Reserve Account;
and fourth, for monthly transfer to the Depreciation Fund, beginning with the first month
following delivery of the Series 2009 A Bonds, of a sum equal to two and one-half percent (2
1/2%} of monthly Revenues (excluding payments to the Series 2009 A Bonds Reserve Account).
Excess moneys on deposit in the Revenue Fund in any given month may be used solely for the
lawful purpose of the System. -

Enforcement of Collections

The District covenants in the Resolution to diligently enforce and collect all fees, rates,
rentals or other charges for the services and facilities of the System and take all steps, actions and
proceedings for the enforcement and collection of such tees, rates, rentals and other charges that
shall become delinquent to the full extent permitted or authorized by the Act, or otherwise by the
laws of the State. The District further covenants and agrees in the Resolution that it will, subject
to applicable State law and regulations, and under such reasonable rules and regulations as may
~ be prescribed by the District, discontinue water services to all delinquent users, until such
delinquent amounts, plus reasonable interest and penalty charges thereon, have been fully paid.
(See “THE SYSTEM - Customer Statistics.”)

Additional Parity Bonds

The Resolution provides for the issuance of additional bonds on parity with the Series
2009 A Bonds with respect to their lien on the Net Revenues of the System and funds in the
Sinking Fund and the Reserve Account therein and their source of and security for payment from
said Net Revenues (the “additional parity bonds™) for the following purposes and under the
following conditions:

No such additional parity bonds shall be issued except for the purposes of financing the
costs of the design, acquisition and construction of additions, betterments or improvements to the
System, refunding all or a portion of the Bonds issued pursuant hereto, to pay claims which may
exist against the revenues or facilities of the System or all of such purposes.

No such additional parity bonds shall be issued at any time, however, unless and until
there has been procured and filed with the Secretary of the District a written statement by
Independent Accountants, reciting the conclusion that the Net Revenues actually derived, subject
to the adjustments hereinafter provided, from the System during the Fiscal Year preceding the
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date of the actual issuance of such additional parity bonds, plus the estimated average increased
annual Net Revenues to be received in each of the three succeeding years after the date of
issuance of such additional parity bonds, shall not be less than 120% of the largest aggregate
amount that will mature and become due in any succeeding Fiscal Year for principal of and
interest on the following:

" (1) The Series 2009 A Bonds then Outstanding;
(2) The District's Prior Bends then Outstanding;

(3) Any additional parity bonds theretofore issued pursuant to the provisions contained in
the Resolution then Outstanding; and

(4) The additional parity bonds then proposed to be issued.

The “estimated average increased annual Net Revenues to be received in each of the 3
succeeding years”, as that term is used in the computation provided in the above paragraph, shall
refer only to the increased Net Revenues estimated to be derived from any increase In rates
enacted by the District, the time for appeal of which shall have expired (without successful
appeal) prior to the issuance of such additional parity bonds.

The Net Revenues actually derived from the System during the preceding Fiscal Year
hercinabove referred to may be adjusted by adding to such Net Revenues such additional Net
Revenues which would have been received, in the opinion of the Independent Accountants, on
account of increased rates, rentals, fees and charges for the System epacted by the District, the
time for appeal of which shall have expired (without successful appeal) prior to issuance of such
additional parity Bonds. For purposes of this test, the terms “Gross Revenues™ and ‘“‘Net
Revenues” shall not include proceeds from the sale of capital assets.

The term “additional parity bonds,” as used herein. shall be deemed to mean additional
bonds issued under the provisions and within the limitations hereof, payable from the Net
Revenues of the System on a parity with the Series 2009 A Bonds and the District’s other
indebtedness, and all the covenants and other provisions of the Resolution {(except as 10 details of
such additional parity bonds inconsistent herewith) shall be for the equal benefit, protection and
security of the Holders of the Series 2009 A Bonds and the District's other indebtedness and the
Holders of any additional parity bonds theretofore or subsequently issued from time to time
within the limitations of and in compliance herewith. All the Bonds, regardless of the time or
times of their issuance, shall rank equally with respect to their lien on the Net Revenues of the
System, and their source of and security for payment from the Net Revenues, without preference
of any Bond over any other. The District shall comply fully with all the increased payments into
the various funds and accounts created in the Resolution required for and on account of such
additional parity bonds, in addition to the payments required for Bonds theretofore issued
pursuant to the Resolution or any prior resolution.

The term “additional parity bonds,” as used herein, shall not be deemed to include bonds,
notes, certificates or other obligations subsequently issued, the lien of which on the Revenues of
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the System is subject to the prior and superior lien of the Series 2009 A Bonds and the District's
other indebtedness on such Revenues. The District shall not issue any obligations whatsoever
payable from the Revenues of the System, or any part thereof, which rank prior to or equally, as
to lien and source of and security for payment from such Revenues, with the Series 2009 A
Bonds and the District's other indebtedness except in the manner and under the conditions
provided herein.

No additional parity bonds shall be issued at any time, however, unless all of the
payments into the respective funds and accounts provided for in the Resolution with respect to
the Bonds then Outstanding, and any other payments provided for in the Resolution, shall have
been made in full as required to the date of issuance of the additional parity bonds.

THE SYSTEM

The Project

The District proposed project to construct certain improvements to and modifications to
upgrade its water treatment plant’s capacity from 0.75 MGD to 1.5 MGD will include
replacement of the raw water screens with new screens that will allow a water intake of 1,050
GPM. Existing vertical turbine pumps will be replaced with 2 larger turbine units capable of
pumping 1,050 GPM of water to the plant. Discharge piping will be modified and located in a
new valve vault. The proposed improvements and modifications will include upgrading the
flocculation and sediment processes, providing a new filtration system, providing new chemical
feed systems, constructing additional clearwell storage, constructing a new operations building
and construction of new solids collection and pumping facilities.

Without these improvements, the dynamic population and future business of the area
would likely decline, suffering from questionable water quality. The Project, at a cost of
approximately $5,570,000, will permit the area to meet growth projections. The estimated
Project costs include:

Construction $4,250,082
Engineering 405,000
Administrative & Legal 180,000
Contingencies 105,000
Reserve Fund s

Capitalized Interest e
Office Building 75,000

Costs of Financing

The District is financing the Project through a grant from the United States Economic
Development Authority in the amount of $2,695,500 and a private contribution by the
Weyerhaeuser Corporation in the amount of $700,000. Series 2009 A Bond proceeds in the
amount of $2,175,000 provide the balance of funding for the Project.
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Water Usage

June 30
2008
2007
2006

Annual Consumption History by Source

Year Ended Residential  Commercial
Gallons Gallons
65,476,000 22,303,000
64,192,000 24,653,000
61,075,000 26,935,000
68,250,000 36,847,000

2005
2004

na

Customer Background

na

Industrial
Gallons

37,010,000
36,575,000
43,662,000
37,327,000

na

Public Resale

Gallons Gallons
19,413,000 11,628,000
22,543,000 9,919,000
21,726,000 9,760,000
10,689,000 9,000,000

na

Customer Count by Type

na

Year Ended
Junc 30 Residential Commercial Resale Industrial Public
2008 1,623 110 i 4 59
2007 1,501 110 ] 4 60
2006 1,336 110 i 4 59
2005 na na ] na na
2004 na na na na na

Total
155,230,000
157,882,000
163,158,000
162,113,000
150,103,000

—
<
B

1797
1,676
1,509
1,482
1.440

Metered Sales to General Customers - Year Ended June 30, 2008

Residential Customers

Industrial Customers

Commercial Customers

Public Authorities

‘Resale

$540,860
$224.440
$138.932
$105,984

£38,644

I3

52%
21%
13%
10%

4%



Major Users

5/1/08 to 4/306/09
Gallons Revenue
Weyerhaeuser 32,649,400 $241,565.21
Day's Inn 4,201,300 25,712.21
Central Regional Jail 7,856,000 43,153.00
Braxton County Schools 3,025,200 23,075.78
Braxton Health Care Center 1,948,400 11,215.86

Water Source

The District currently uses the following two sources for its supply:

_ Pumping
Source Gallons/day Method
Elk River 595,000 gpd pump to storage tanks & gravity
West Virginia-American 40,260 gpd same ‘

Wholesale Contracts

During the last fiscal year, the Birch River Public Service District consumed
approximately 12,072,000 galions of water, producing revenue of approximately $51,690.

District Personnel

Steve Sanders has been the General Manager of the District since 1995 He is supported
by an Assistant General Manager, Rodney Pritt (10 years of service), Sewer Plant Manager
(Gary Steve Cooper, 18 years of service), and a Chief Water Plant Operator (Charles
McCumbers, 9 years of service). The District currently employs a total of 12 full time people
and two (2) part time employees. -
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Rates

Existing Pre—Constructioﬁ Rates

All Metered Customers and Bulk Sales : New Rate
First 2,000  gallons used per month $11.69 per 1,000 gallons
Next 28,000  gallons used per month $8.00 per 1,000 gallons
Over 30,000 gallons used per month $4.25 per 1,000 gallons

Minimum Charges
The monthly minimum charge will be as follows, according to the size of the meter instalied.

5/8 inch meter - $23.38 per month
3/4 inch meter $35.07 per month
i - inch meter $58.45 per month
1-1/2 inch meter $116.90 per month
2 - inch meter . %187.04  per month
3 - inch meter - §374.08 per month
4 - inch meter $584.50 per month
6 - inch meter $1,169.00 per month

Resale Rates

$4.11 per 1,000 gallons used per month.

Post Construction Rates

The PSC approved the current schedule of rates and charges. They will be formally instituted when the
Projecct is completed or carlier. These rates werce established to accommodate the Project. The following
tablc sets forth the new rates and charges.

All Metered Customers and Bulk Sales New Rate After Construction
First 2,000  gallons used per month $13.75 per 1.000 gallons
Next 28,000  gallons used per month $9.81 per 1,000 gallons
Over 30,000  galions uscd per month $4.50 per 1,000 gallons

Minimum Charges

No minimum bill will be rendered for less than the following per month according to meter size:

5/8 - inch meter $27.50 per month
3/4 - inch meter $41.25 per month
1 - inch meter $68.75 per month
1 1/2 inch meter $137.50 per month
2 - inch meter $220.00 per month
3 - inch meter $440.00 per month
4 - inch meter $687.50 per month
6 - inch meter $1,375.00 per month
INDUSTRIAL RATE

$6.00 per 1,000 gallons used per month
Resale Rates |

$4.51 per 1,000 gallons used per month

15



Delaved Payment Penalty

The above tariffs are net. On all usage billings not paid within twenty days, ten percent
(10%) will be added to the net current amount unpaid. This delayed payment penalty is not
interest and s to be collected only once for each bill where it is appropriate.,

Water Service Charge

A charge of $20.00 shall be made for restoring a discontinued water connection.

Connection Charpe

Subsequent to completion of construction adjacent to the user property: $200.00.
Billing and Collections

The District renders a monthly bill to all customers of the System. Payments are due 20
days after the billing date. If a bill remains unpaid beyond the due date, a 10 percent penalty is
added to the delinquent account and delinquency procedures are initiated, including the mailing
of termination notices and termination of service 30 days after the initial due date. Service on a
delinquent account remains terminated unti] payment of the account is made, A reconnection
charge of $15.00 is required to reinstate a previously delinquent account.

Deferred payment plans are available for any residential customer who can demonstrate
inability to pay a System bill in full and that service termination would be dangerous to such
customer’s health or safety.

System Budget

The General Manager prepares a draft budget for the Systemn's operations. The District's
budget is compiled from the draft budget and submitted to the Public Service Board on or before
June 1 of each year. The budget is required by statute to indicate operating expenditures and
capital expenditures proposed for the ensuing fiscal year and the method of financing such
expenditures. The total of proposed expenditures may not exceed the total of estimated incorne,
Upon adoption of the budget, a copy shall be provided to the County Commission. No payments
may be made in excess of the budget unless unanimously authorized and directed by the Public
Service Board. Separate accounting records are kept by the District and reviewed by the
District's accountant each year.

Method of Accounting

The District maintains its accounts pertaining to the system on an accrual basis and in
accordance with the guidelines of the West Virginia Public Service Commission. The records of
the District for the fiscal years ended June 30 of each of the past three years have been audited
and are available for public inspection at the District office. '
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Coverage History (Fiscal Year Ended June 30)

Audited Audited Audited Audited
20605 2006 2007 2008
Operating Revenues S 924,005 $1,071,261 $1,064,354 $1,089,846
Total Operating Expenses $ 858,059 S 921576 $1,011,503 $1,129,051
Total Operating Income $  £5,946 $ 149,685 $ 52,851 S {39,205)
Other Income/Expenses $ (155,486) § (147,697) S (138,049) S {28,157)
Netincome S (89,540} S 1,988 S5 (85,198) S (67,362}
Debt Service | 212,629 211,732 268,995 368,262
Depreciation B ) 183,734 ' 178,838 - 166,772 279,711
interest Charges ‘ ] 157,724 156,874 155,150 150,292
Cash Available for Debt Service 251,918 337,760 236,724 362,641
Debt Service Coverage 1.18 1.60 0.88 0.98

Fiscal Year 2009

The Public Service Commission approved a rate increase of 25.3% after Fiscal Year 2008 to
remedy the coverage deficiency. The resulting coverage, as estimated by the PSC, 1s 1.20x.

Fiscal Years 2010-2011

With no change expected in rates or debt service, coverage is expected to be maintained at 1.20x.
(Interest will be capitalized during the construction period for the Project.)

Fiscal Year 2012

The Public Service Commission has approved a rate increase of 7% effective after the Project is
substantially complete. The resulting coverage, as estimated by the PSC, will be 1.15x.

Pension Plan

~ The District contributes to a cost-sharing multiple-employer defined benefit pension plan
administered by the West Virginia public Employee’s Retirement System (PERS). It provides
retirement, disability and death benefits to plan members’ beneficiaries. State statutes establish
benefit provisions. :

_ The West Virginia Consolidated Public Retirement Board issues a publicly available
financial report that includes financial statements and required supplementary information for
PERS. That report may be obtained by writing to:

Consolidated Public Retirement Board
Building 5

1900 Kanawha Boulevard East
Charleston, West Virginia 25305-0720
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The District and plan members are required to contribute 9.5% and 4.5%, respectively, of
annual covered salaries. The contribution requirements of the District and plan members are
established and may be amended by State statute. The District’s contributions to PERS for the
years ended June 30, 2008, 2007 and 2006 were $78,016, $81,040, and $71,003.

Public Service District Authority and Board Membership

(1) Only the county commission has the affirmative authority to create, enlarge or reduce a
public service district; - .

(2) The county commission may, on its own motion or on the basis of a proper petition, enter an
order creating, enlarging or reducing a public service district, which such action and order are
subject to a hearing requiring proper notice, and a formal protest and public referendum
depending upon the number of qualified voters who protest such action.

From and after the date of adoption of the order creating any public service district, it
becomes public corporation and political subdivision of the state, but lacks any power to levy or
collect ad valorem taxes. Each district may acquire, own and hold property, both real and
personal, in its corporate name, and may sue, be sued, adopt an official seal and enter into
contracts necessary or incidental to its purposed, including contracts with any city, incorporated
town or other municipal corporation located within or without its boundaries for furnishing
wholesale supply of water for the distribution system of the city, town or other municipal
corporation, and contract for the operation, maintenance, servicing, repair and extension of any
properties owned by it or for the operation and improvement or extension by the district of all or
any part of the existing municipally owned public service properties of any city, incorporated
town or other municipal corporation included within the district: Provided, That no contract shall
extend beyond a maximum of forty yeas, but provisions may be included therein of a renewal or
successive renewals thereof and shall conform to and comply with the rights of the holders of
any outstanding bonds issued by the municipalities for the public service properties.

The powers of each public service district shall be vested in and exercised by a public
service board consisting of not less than three members, who shall be persons residing within the
district, who possess certain educational, business or work experience which will be conducive
to operating a public service district.

The members of the board, and the chair, secretary and treasurer thereof, shall make
- available to the county commission, at all times, all of its. books and records pertaining to the

district’s operation, finances and affairs, for inspection and audit. The board shall meet at least
monthly. :

The board of any such district shall have power to insert enforceable provisions in any
resolution authorizing the issuance of bonds relating to the collection, custody and application of
revenues of the district form the operation of the public service properties under its control and to
the enforcement of the covenants and undertakings of a district.
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ANNUAL DEBT SERVICE REQUIREMENTS

The following table sets forth for each year the amounts payable from Revenues as principal
of and interest on the Series 2009 A Bonds and the Prior Bonds.

Fiscal
Date Principal Coupon Interest Total P+l DSR CIF  Net New D/S Total

0872172009 . . . ; . ) . .
09/01/2010 . .
09/0112011 ; .
012012
00/01/2013
09/01/2014
09/01/2005
090172016
090172017
090172018
090172019
09/01/2020
09/01/202}
09/61/2022
090172023
09/01/2024
0U/01.2025
090172026
091012027
0901 2028
9072029
09042030
(0172031
(942432
09012033
09:01:2634
0961 2035
090172036
09:03/2037
09/01/2038
09/01/2039

Total - - - : - - - -

19



SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION

The following is a summary of certain provisions of the Resolution. The summary does
not purport to be a comprehensive statement of the terms and provisions thereof, for which
reference is made to the complete text of the Resolution, copies of which may be obtained from
the Underwriter.

Application of Series 2009 A Bond Proceeds

The amount of the Series 2009 A Bond proceeds representing interest accrued on the
Series 2009 A Bonds from the date thereof to the date of delivery to the Underwriter shall be
deposited in the Series 2009 A Bonds Sinking Fund established with the Bond Commission and
used to pay interest on the Series 2009 A Bonds next coming due.

An amount of the proceeds of the Series 2009 A Bonds equal to the Series 2009 A Ronds
Reserve Requirement shall be remitted to the Bond Commission for deposit in the Series 2009 A
Bonds Reserve Account.

The balance of the proceeds of the Series 2009 A Bonds shall be deposited with the
Depository Bank in the Construction Fund and in the Costs of Issuance Fund and shall be drawn
out, used and applied by the District solely to pay costs of the Project and to pay costs of
issuance of the Series 2009 A Bonds. All such costs of issuance shall be paid within 60 days of
the Closing Date. Moneys not to be applied immediately to pay such costs of issuance and
financing may be invested in accordance with the Resolution, subject however to applicable
yield restrictions as may be in effect under the Code. If for any reason such proceeds, or any part
thereof, are not necessary for, or are not applied to such purpose within 6 months after the
Closing Date, the District shall transfer such unapplied proceeds to the Series 2009 A Bonds
Redemption Account. The District shall transfer all such proceeds to the Series 2009 A Bonds
Redemption Account. All such proceeds shall constitute a trust fund for such purposes, and
there is hereby created a lien upon such moneys until so applied in favor of the Holders of the
Series 2009 A Bonds from which such proceeds are derived. '

Application of System Revenues

The Gross Revenues derived from the operation of the System and all parts thereof are to
be deposited in the Revenue Fund established with the Depository Bank.

System Revenues; Flow of Funds

The entire Gross Revenues derived from the operation of the System and all parts thereof
shall be deposited upon receipt in the Revenue Fund. The Revenue Fund shall constitute a trust
- fund for the purposes provided in the Resolution and shall be kept separate and distinct from all

other funds of the District and the Depository Bank and used only for the purposes and in the
manner herein provided. :
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(1)  The District shall first each month pay from the Revenue Fund the
Operating Expenses of the System. |

(2) The District shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously remit to (i) the National Finance Office the amounts required
to pay interest on the Series 1996 A Bonds and Series 1996 B Bonds; (11) to the Commission the
amounts required by the Prior Resolution to pay interest on the Series 1998 B Bonds and Series
2001 Bonds; and (iii) to the Commission commencing 6 months prior to the first interest
payment date on the Series 2009 A Bonds, for deposit in the Series 2009 A Bonds Sinking Fund,
a sum equal to 1/6th of the amount of interest which will become due on the Series 2009 A
Bonds on the next ensuing semiannual interest payment date; provided that, in the event the
period to elapse between the date of such initial deposit in the Sertes 2009 A Bonds Sinking
Fund and the next ensuing semiannual interest payment date is less than or greater than 6 '
months, then such monthly payments shall be increased or decreased proportionately to provide,
| month prior to the next ensuing semiannual interest payment date, the required amount of
interest coming due on such date; and provided further that, the initial amount required to be
transferred from the Revenue Fund and deposited in the Series 2009 A Bonds Sinking Fund shall
be reduced by the amount of accrued interest on the Series 2009 A Bonds deposited therein and
subsequent amounts required to be transferred from the Revenue Fund and deposited in the
Series 2009 A Bonds Sinking Fund shall be reduced by the amount of any earnings credited to
the Series 2009 A Bonds Sinking Fund.

(3 The District shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously remit to (i} the National Finance Office the amounts required
by Prior Resolution to pay principal on the Series 1996 A Bonds and Series 1996 B Bonds; (ii) to
‘the Commission the amounts required by Prior Resolution to pay principal on the Series 1998 B
Bonds, Series 2001 Bonds. Series 2005 A Bonds and Series 2007 A Bonds; and (i1} to the
Commission commencing 12 months prior to the first principal payment date or mandatory
Redemption Date of the Series 2009 A Bonds, for deposit in the Series 2009 A Bonds Sinking
Fund. and in the Series 2009 A Bonds Redemption Account therein in the case of Term Bonds
which are to be redeemed, a sum equal to 1/12th of the amount of principal which will mature or
be redeemed and become due on the Series 2009 A Bonds on the next ensuing principal payment
date or mandatory Redemption Date; provided that, in the event the period to elapse between the
date of such initial deposit in the Series 2009 A Bonds Sinking Fund and the next ensuing annual
principal payment date or mandatory Redemption Date is less than or greater than 12 months,
then such monthly payments shall be increased or decreased proportionately to provide, 1 month
- prior to the mext ensuing annual principal payment date or mandatory Redemption Date, the
required amount of principal coming due on such date, and provided further, that the amount of
such deposits shall be reduced by the amount of any earnings credited to the Series 2009 A
Bonds Sinking Fund and not previously credited pursuant to the preceding paragraph.

(4) The District shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously remit to the Commission (i) for deposit in the respective
Reserve Accounts, the amounts required under the Prior Resolutions to fund the respective
reserve requirements for the Prior Bonds; and (ii) for deposit in the Series 2009 A Bonds Reserve
Account, an amount sufficient to remedy any decrease in value of the Series 2009 A Bonds
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Reserve Account below the Series 2009 ‘A Bonds Reserve Requirement or any withdrawal from
the Series 2009 A Bonds Reserve Account, beginning with the first full calendar month
following the date on which (a) the valuation of investments in the Series 2009 A Bonds Reserve
Account results in a determination that the amount of monies and the value of the Qualified
Investments deposited to the credit of the Series 2009 A Bonds Reserve Account is less than the
Series 2009 A Bonds Reserve Requirement, or (b) any amount is withdrawn from the Series
2009 A Bonds Reserve Account for deposit into the Series 2009 A Bonds Sinking Fund. To the
extent Net Revenues and any other legally available funds are available therefor, the amount so
deposited shail be used to restore the amount of monies on deposit in the Series 2009 A Bonds
Reserve Account to an amount equal to the Series 2009 A Bonds Reserve Requirement to the full
extent that such Net Revenues are available; provided, that no payments shall be required to be
made into the Series 2009 A Bonds Reserve Account whenever and as long as the amount
deposited therein shall be equal to the Series 2009 A Bonds Reserve Requirement.

(5) The District shall next, on the first day of each month, transfer from the
Revenue Fund and remit to the Depository Bank for deposit in the Renewal and Replacement
Fund, a sum equal to 2 1/2% of the Gross Revenues each month (as previously set forth in the
Prior Resolutions and not in addition thereto), exclusive of any payments for account of any
Reserve Account. All funds in the Renewal and Replacement Fund shall be kept apart from all
other funds of the District or of the Depository Bank and shall be invested and reinvested in
accordance with Article V of the Resolution. Withdrawals and disbursements may be made from
the Renewal and Replacement Fund for replacements, repairs, improvements or extensions to the
System; provided, that any deficiencies in any Reserve Account {except to the extent such
deficiency exists because the required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the maximum extent required hereof) shall
be promptly eliminated with monies from the Renewal and Replacement Fund.

Monies in the Series 2009 A Bonds Sinking Fund shall be used only for the
purposes of paying principal of and interest on the Series 2009 A Bonds as the same shall
- become due, whether by maturity or redemption prior to maturity. Amounts in the Series 2009 A
Bonds Reserve Account shall be used only for the purpose of making payments of principal of
and interest on the Series 2009 A Bonds when due, when amounts in the Series 2009 A Bonds
Sinking Fund are insufficient therefor and for no other purpose. :

: The District shall not be required to make any further payments into the Series
2009 A Bonds Sinking Fund ot the Series 2009 A Bonds Reserve Account when the aggregate
amount of funds therein are at least equal to the aggregate principal amount of Series 2009 A
Bonds issued pursuant to the Resolution then Qutstanding, plus the amount of interest due or
thereafter to become due on the Series 2009 A Bonds then Outstanding.

As and when additional Bonds ranking on a parity with the Series 2009 A Bonds
are issued, provision shall be made for additional payments into the respective sinking fund
sufficient to pay the interest on such additional parity Bonds and accomplish retirement thereof
at or before maturity and to accumulate a balance in the respective reserve account in an amount
equal to the requirements therefor.
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The payments into the Series 2009 A Bonds Sinking Fund shall be made on the
first day of each month, except that, when the first day of any month shall be a Saturday, Sunday
or legal holiday, then such payments shall be made on the next succeeding business day, and all
such payments shall be remitted to the Bond Commission with appropriate instructions as to the
custody, use and application thereof consistent with the provisions of this Resolution.

The District shall restore any withdrawals from the Series 2009 A Bonds Reserve
Account which have the effect of reducing the assets therein below the Series 2009 A Bonds
Reserve Requirement, from the first Net Revenues available after all required payments have
been made in full in the order set forth above.

- Principal, interest or reserve payments, whether for a deficiency or otherwise,
shall be made on a parity and pro rata, with respect to the Prior Bonds and the Series 2009 A
Bonds, in accordance with the respective principal amounts then Qutstanding.

The Bond Commission is hereby designated as the fiscal agent for the
administration of the Series 2009 A Bonds Sinking Fund and the Series 2009 A Bonds Reserve
Account created hereunder, and all amounts required for said accounts shall be remitted to the
Bond Commission from the Revenue Fund by the District at the times provided herein.

‘ Whenever all of the required and provided transfers and payments from the
Revenue Fund into the several special funds, as hereinbefore provided, are current and there
remains in the Revenue Fund a balance in excess of the estimated amounts required to be so
transferred and paid into such funds during the following month or such other period as required
by law, such excess shall be considered Surplus Revenues. Surplus Revenues may be used for
any lawful purpose of the System.

The District shall remit from the Revenue Fund to the Bond Commission. the
Registrar, the Paying Agent or the Depository Bank, on such dates as the Bond Commission, the
Registrar, the Paying Agent or the Depository Bank, as the case may be, shall require, such
additional sums as shall be necessary to pay any charges and fees then due.

The monies in excess of the sum insured by the maximum amounts insured by
FDIC in all funds and accounts shall at all times be secured, to the full extent thereof in excess of
such insured sum, by Qualified Investments as shall be eligible as security for deposits of state
and municipal funds under the laws of the State.

If on any monthly payment date the Net Revenues are insufficient to place the
required amount in any of the funds and accounts as hereinabove provided, the deficiency shall
be made up in the subsequent payments in addition to the payments which would otherwise be
required to be made into the funds and accounts on the subsequent payment dates; provided,
however, that the priority of curing deficiencies in the funds and accounts herein shall be in the
same order as payments are to be made pursuant to this section, and the Net Revenues shall be
applied to such deficiencies before being applied to any other payments hereunder.
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All remittances made by the District to the Bond Cormission shall clearly
_identify the fund or account into which each amount is to be deposited.

The Gross Revenues of the System shall only be used for purposes of the System.
Investments

The District shall invest and reinvest, and shall instruct the Bond Commission and the
Depository Bank to invest and reinvest, any moneys held as a part of the funds and accounts
created by this Resolution in Qualified Investments to the fullest extent possible under applicable
laws, the Resolution, the need for such moneys for the purposes set forth therein and the specific
restrictions and provisions set forth in this section.

Except as provided below, any investment shall be held in and at all times deemed a part
of the fund or account in which such moneys were originally held, and the interest accruing
thereon and any profit or loss realized from such investment shall be credited or charged to the
appropriate fund or account. The District shall sell and reduce to cash a sufficient amount of
such investments whenever the cash balance in any fund or account is insufficient to make the
payments required from such fund or account, regardless of the loss on such liquidation. The
District may make any and all investments permitted by this section through the trust department
of the Depository Bank. The Depository Bank shall not be responsible for any losses from such
investments, other than for its own negligence or willful misconduct.

The following specific provisions shall apply with respect to any investments made under
this section: -

“(A) | Qualified Investments acquired for the Series 2009 A Bonds Reserve
Account shall mature or be subject to retirement at the option of the holder within not more than
5 years from the date of such investment. '

(B)  The District shall, or shall cause the Bond Commission to semiannually
transfer from the Series 2009 A Bonds Reserve Account to the Series 2009 A Bonds Sinking
Fund, any earnings on the moneys deposited therein and any other funds in excess of the Series
2009 A Bonds Reserve Requirement; provided, however, that there shall at all times remain on
deposit in the Series 2009 A Bonds Reserve Account an amount at least equal to the Series 2009
A Bonds Reserve Requirement.

(C)  In computing the amount in any fund or account, Qualified Investments
shall be valued at the lower of the cost or the market price, exclusive of accrued interest.
Valuation of all funds and accounts shall occur annually, except in the event of a withdrawal
from the Series 2009 A Bonds Reserve Account, whereupon it shall be valued immediately after
such withdrawal. If amounts on deposit in the Series 2009 A Bonds Reserve Account shall, at
any time, be less than the Series 2009 A Bonds Reserve Requirement, such deficiency shall be
made up from the first available Net Revenues after required deposits to the Series 2009 A
Bonds Sinking Fund and otherwise in accordance with Section 4.03 hereof.
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(D)  All amounts representing accrued and capitalized interest shall be held by
the Bond Commission, pledged solely to the payment of interest on the Series 2009 A Bonds and
invested only in Government Obligations maturing at such times and in such amounts as are
necessary to match the interest payments to which they are pledged.

()  Notwithstanding the foregoing, all moneys deposited in the Series 2009 A
Bonds Sinking Fund may be invested by the Bond Commission in the West Virginia
“consolidated fund” managed by the West Virginia Investment Management Board pursuant to
Chapter 12, Article 6 of the West Virginia Code of 1931, as amended.

General Covenants

Enforcement of Collections. The District has covenanted diligently to enforce and collect
all fees, rates, rentals or other charges for the services and facilities of the System and take all
steps, actions and proceedings for the enforcement and collection of such fees, rates, rentals or
other charges that become delinquent to the full extent permitted or authorized by State law. The
District will shut off and discontinue the supplying of water service for the nonpayment of the
rates or charges for said water service to the full extent permitted or authorized by State law.

Completion, Operation and Maintenance. - The District will maintain the System in good
condition and will operate the same as a revenue-producing enterprise in an efficient and
economical manner, making such expenditures for equipment and for renewal, repair and
replacement as may be proper for the economical operation and maintenance thereof from the
Revenues of the System in the manner provided in the Resolution.

Sale of the System. The System may be sold, mortgaged, leased or otherwise disposed of
only as a whole, or substantially as a whole, and only if the net proceeds to be realized shall be
sufficient to defease the pledge created by the Resolution as provided by Section 9.01. The
proceeds from such sale, mortgage, lease or other disposition of the System shall be immediately
remitted to the Bond Commission for deposit in the Series 2009 A Bonds Sinking Fund, and
otherwise as prescribed by Section 9.01. Any balance remaining after such defeasance shall be
remitted to the District by the Bond Commission unless necessary for the payment of other
obligations of the District payable out of the Revenues of the System.

The foregoing provision notwithstanding, the District shall have and hereby reserves the
right to sell, lease or otherwise dispose of any of the property comprising a part of the System
hereinafter determined in the manner provided herein to be no Jonger necessary, useful or
profitable in the operation thereof. Prior to any such sale, lease or other disposition of such
property, if the amount to be received therefor is not in excess of $50,000, the District shall, by
resolution, determine that such property comprising a part of the System is no longer necessary,
useful or profitable in the operation thereof, and the District may then provide for the sale of
such property. The proceeds of any such sale shall be deposited in the Depreciation Fund. 1f the
amount to be received from such sale, lease or other disposition of said property shall be in
excess of $50,000 but not in excess of $200,000, the District shall first, determine upon
consultation with the Consulting Engineers, that such property comprising a part of the System is
no longer necessary, useful or profitable in the operation thereof, and may then, if 1t be so
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advised, by resolution duly adopted, approve and authorize such sale, lease or other disposition
of such property in accordance with the laws of the State. The proceeds of any such sale shall be
deposited in the Depreciation Fund. Payment of such proceeds into the Depreciation Fund shall
not reduce the amounts required to be paid into said fund by other provisions of the Resolution.

No sale, lease or other disposition of the properties of the System shall be made by the
District if the proceeds to be derived therefrom shall be in excess of $200,000 and insufficient to
defease the pledge created by the Resolution, as provided by Section 9.01, without the prior
approval and consent in writing of the Holders, or their duly authorized representatives, of 60%
in amount of Bonds then Outstanding. The District shall prepare the form of such approval and
consent for execution by the then Holders of the Bonds for the disposition of the proceeds of the

'sale, lease or other disposition of such properties of the System. '

Issuance of Other Obligations Pavable QOut of Révenues and General Covenant Against
Encumbrances. The District shall not issue any other obligations whatsoever payable from the
Revenues of the System, which rank prior to, or equally, as to lien on and source of and security
for payment from the Revenues with, the Bonds, provided that additional Bonds on parity with
the Bonds may be issued as provided in the Resolution. See “SECURITY FOR THE SERIES
2009 A BONDS-Additional Parity Bonds.” Al obligations issued by the District payable from
the Revenues of the System, except such additional parity Bonds, shall contain an express
statement that such obligations are Junior and subordinate, as to lien on and source of and
security for payment from Revenues and in ali other respects, to the Bonds.

The District shall not create, or cause or permit to be created, any debt, lien, pledge,
assignment, encumbrance or any other charge having priority over or, except with respect to
additional parity Bonds, upon any of the income and Revenues of the System pledged for
payment of the Bonds and the interest thereon in the Resolution, or upon the System or any part
thereof. '

Insurance. The District will carry, with a reputable insurance carrier or carriers, procure
and maintain insurance and bonds and workers' compensation coverage with a reputable
insurance carrier or carriers or bonding company or companies covering the following risks and
in the following amounts:

A. FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND EXTENDED
COVERAGE INSURANCE, on all above-ground insurable portions of the System in an amount
‘equal to the actual cost thereof. In the event of any damage to or destruction of any portion of
the System, the District will promptly arrange for the application of the insurance proceeds for
the repair or reconstruction of such damages or destroyed portion. The District will itself, or will
require each contractor and subcontractor to, obtain and maintain builder’s risk insurance to
protect the interests of the District during acquisition and construction of any additions,
betterments and improvements to the System in the full insurable value thereof.

B. PUBLIC LIABILITY INSURANCE, with limits of not less than $1,000,000 per

occurrence to protect the District from claims for bodily injury and/or death and not less than
$500,000 per occurrence from claims for damage to property of others which may arise from the
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operation of the System, and insurance with the same Jimits to protect the District from claims
arising out of operation or ownership of motor vehicles of or for the System.

C. WORKERS' COMPENSATION COVERAGE FOR ALL EMPLOYEES OF OR
FOR THE SYSTEM ELIGIBLE THEREFOR; AND PERFORMANCE AND PAYMENT OR
COMPLETION BONDS, such bonds to be in the amounts of not less than 100% of the amount
of any construction contract and to be required of each contractor dealing directly with the
District and such payment bonds will be filed with the Clerk of the County Commission of the
County in which such work is to be performed prior to commencement of construction of any
additions, betterments or improvements to the System in compliance with West Virginia Code
Section 38-2-39. '

D. FLOOD INSURANCE, to extent available at reasonable cost to the District.

E. BUSINESS INTERRUPTION INSURANCE, to the extent avai!ab!é at reasonable
cost to the District.

F. FIDELITY BONDS will be provided as to every officer and employee of the District
having custody of the Revenues or of any other funds of the System, in an amount at least equal
to the total funds in the custody of any such person at any one time.

Services Rendered to the District. The District will not render or cause to be rendered
any free services of any nature by its System; and, in the event the District or any department,
agency, instrumentality, officer or employee of the District shall avail himself of the facilities or
services provided by the System or any part thereof, the same rates, fees or charges applicable to
other customers receiving like services under similar circumstances shall be charged the District
and any such department. agency, instrumentality, officer or employee. Such charges shali be
paid as they accrue. and the District shall transfer from its general funds sufficient sums to pay
such charges for service to any of its departments or properties. The revenues so received shall
be deemed to be Revenues derived from the operation of the System and shall be deposited and
accounted for in the same manner as other Revenues derived from the operation of the System.

No Competing Franchise. To the extent legally allowable, the District will not grant or
cause, consent to or allow the granting of, any franchise or permit to any person, firm,
corporation, body, agency or instrumentality whatsoever for the providing of any services which
would compete with services provided by the System.

Books and Records. The District will keep books and records of the System, which shall
be separate and apart from all other books, records and accounts of the District, in which
complete and correct entries shall be made of all transactions relating to the System, and any
registered owner of the Bonds shall have the right at all reasonable times to inspect the System
and all parts thereof and all records, accounts and data of the District relating thereto.

The accounting system for the System shall follow current generally accepted accounting
principles to the extent allowable under and in accordance with the rules and regulations of the
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Public Service Commission of West Virginia and the Act. The District shall maintain separate
control accounting records.

The Public Service Board shall file with the Consulting Engineers and the Underwriter,
and shall mail in each year to any registered owner of the Bonds requesting the same, an annual
report containing a statement of Revenues, operating expenses and Net Revenues derived from
the System, and a balance sheet statement showing all deposits in the funds and accounts
provided for in the Resolution and the status of all said funds.

The District shall also, at least once a year, cause the books, records and accounts of the
System to be audited by independent certified public accountants and shall mail upon request,
and make available generally, the report of said independent certified public accountants, or a
summary thereof, to any registered owner of the Bonds, and shall file said report with the
Underwriter. As required by statute, such audited annual report shall be filled with the Braxton
County Commission and the Public Service Commission of West Virginia.

Restrictions as to Arbitrage Bonds. The District shall not permit at any time or times any
of the proceeds of the Bonds or any other funds of the District to be used directly or indirectly to
acquire any securities or obligations the acquisition of which would cause any bond to be an
“arbitrage bond” as defined in Section 148 of the Internal Revenue Code of 1986, as amended,
and any regulations thereunder, and an authorized officer of the District shall deliver his
certificate, based upon this covenant, with regard thereto to the Underwriter.

Qperating Budget. The Public Service Board shall annually, prior to the beginning of
each fiscal year, prepare and adopt by resolution a detailed budget of the estimated expenditures
for operation and maintenance of the System during the succeeding fiscal year. No expenditures
for the operation and maintenance of the System shall be made in any fiscal year in excess of the
amounts provided therefor in such budget without the unanimous written approval the Public
Service Board. The District shall mail copies of such annual budget and all resolutions
authorizing increased expenditures for operation and maintenance to the Registrar and shall
make available such budgets and resolutions to the Registrar and to any registered owner of the
Bonds or anyone acting for and in behalf of such registered owner who requests the same.

Amendment. No materially adverse modification or amendment to the Resolution or any
supplemental resolution may be made without the written consents of the registered owners of
sixty percent in aggregate principal amount of the Bonds then outstanding, provided that no
modification or amendment shall extend the maturity of or reduce the interest rate on, or
otherwise alter the terms of payment of the principal of or interest on, any Bond without the
express written consent of the registered owner thereof. No amendment or modification shall be
made that would reduce the percentage of Bonds required for consent to any such amendment or
modification.

Defeasance. If the District shall pay or cause to be paid, or there shall otherwise be paid,
to the registered owners of all Bonds the principal of and interest due or to become due thereon,
at the times and in the manner stipulated therein and in the Resolution, then the respective
pledges of the Revenues and other moneys and securities pledged under the Resolution, and all
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covenants, agreements and other obligations of the District on behalf of the registered owners of
the Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

Bonds for the payment of which either moneys in an amount which shall be sufficient, or
securities the principal of and the interest on which, when due will provide moneys which,
together with the moneys, if any, deposited with the paying agent at the same or earlier time,
shall be sufficient, to pay as and when due the respective principal of and interest on such Bonds,
shall be deemed to have been paid within the meaning and with the effect expressed in the
preceding paragraph. All Bonds shall, prior to the maturity thereof, be deemed to have been paid
if there shall have been deposited with the Bond Commission either moneys in an amount which
shall be sufficient, or securities the principal of and the interest on which, when due, will provide
moneys which, together with the moneys, if any, deposited with the Bond Commission at the
same or earlier time, shall be sufficient to pay when due the principal of and interest due and to
become due on the Bonds on and prior to the maturity dates thereof. Neither securities nor
moneys so deposited with the Bond Commission nor principal or interest payments on any such
securities shall be withdrawn or used for any purpose other than, and shall be held n trust for,
the payment of the respective principal of and interest on the Bonds; provided, that any cash
received from such principal or interest payments on such securities deposited with the Bond
Commission, if not then needed for such purpose, shall, to the extent practicable, be reinvested in
securities maturing at times and in amounts sufficient to pay when due the principal of and
interest to become due on the Bonds on and prior to such matunty dates thereof, and interest
earned from such reinvestments shall be paid over to the District as received by the Bond
Commission free and clear of any trust, lien or pledge. The Bond Commission may appoint an
escrow trustee to hold such moneys or securities. With respect to defeasance, the term securities
includes only Government Obligations.

Default and Remedies

Events of Default. Each of the following events shall constitute an “Event of Default”
with respect to the Bonds:

A. If default occurs in the due and punctual payment of the principal of or interest on any
Bonds;

B. If default occurs in the District's observance of any of the covenants, agreements or
conditions on its part in the Resolution or any supplemental resolution or in the Bonds, and such
default shall have continued for a period of thirty (30) days after the District shall have been
given written notice of such default, requiring the same to be remedied, by any registered owner
of the Bonds;

C. If the District files a petition seeking reorganization or arrangement under the federal
bankruptcy laws or any other applicable law of the United States of America.

Remedies. Upon the happening and continuance of any Event of Default, any registered

owner of the Bonds may exercise any available remedy and bring any appropriate action, suit or
proceeding to enforce his or her rights, and, in particular (i) bring suit for any unpaid principal or
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interest then due; (ii) by mandamus or other appropriate proceedings enforce all rights of the
registered owners of the Bonds, including the right to require the District to perform its duties
under the Act and the Resolution; (iii) bring suit upon the Bonds; (iv) by action at law or bill in
equity require the District to account as if it were the trustee of an express trust for the registered
owners of the Bonds; and (v) by action or bill in equity enjoin any acts in violation of the
Resolution or the rights of the registered owners of the Bonds.

Appointment of Receiver. If there be any Event of Default existing and continuing, any
registered owner of the Bonds shall, in addition to all other remedies or rights, have the right by
appropriate legal proceedings to obtain the appointment of a receiver to administer the System on
behalf of the District, with power to charge rates, fees and other charges sufficient to provide for
the payment of operating expenses of the System, the payment of the Bonds and the deposits into
the funds and accounts established with respect to the Bonds and to apply such rates, fees,
charges or other Revenues in conformity with the provisions of the Resolution and the Act.

- The receiver so appointed shall forthwith, directly or by his agents and attorneys, enter
into and upon and take possession of all facilities of the System and shall hold, operate, maintain,
manage and control such facilities and in the name of the District exercise all the rights and
powers of the District with respect to said facilities as the District itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any covenants of
the Resolution for reserve, sinking or other funds and upon any other obligations and interest
thereon having a charge, lien or encumbrance upon the Revenues of the System shall have been
paid and made good, and all defaults under the provisions of the Resolution shall have been
cured and made good, possession of the System shall be surrendered to the District upon the
entry of an order of the court to that effect. Upon any subsequent default, any registered owner
of the Bonds shall have the same right to secure the further appointment of a receiver.

Such receiver, in the performance of the powers conferred upon him, shall be under the
direction and supervision of the court making such appointment, shall at all times be subject to
the order and decrees of such court and may be removed thereby, and a successor receiver may
be appointed in the discretion of such court. Nothing contained in the Resolution shall limit or
restrict the jurisdiction of such court to enter such other and further orders and decrees as such
court may deem necessary or appropriate for the exercise by the receiver of any function not
specifically set forth in the Resolution.

Any receiver appointed as provided in the Resolution shall hold and operate the System
in the name of the District and for the joint protection and benefit of the District and registered
owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage, or otherwise
dispose of any assets of any kind or character belonging or pertaining to the System, but the
authority of such receiver shall be limited to the possession, operation and maintenance of the
System for the sole purpose of the protection of both the District and registered owners of the

'Bond, and the curing and making good of any default under the provisions of the Resolution, and
the title to and ownership of the System shall remain in the District, and no court shall have any
Junisdiction to enter any order or decree permitting or requiring such receiver to sell, mortgage or
otherwise dispose of any assets of the System.
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TAX MATTERS

In the opinion of Steptoe & Johnson, PLLC, Charleston, West Virginia, Bond Counsel,
under existing laws, reguilations, published rulings and judicial decisions of the United States of
America, as presently written and applied, interest on the Series 2009 A Bonds (including any
original issue discount properly allocable to any owner thereof) is excludable from gross income
of the holders thereof for federal income tax purposes and is not an item of tax preference for
purposes of the federal alternative minimum tax imposed on individuals and corporations. In
addition, interest on the Series 2009 A Bonds is not taken into account in determining adjusted
current earnings for purposes of computing the alternative minimum tax on corporations.

. The District has designated the Series 2009 A Bonds as “qualified tax-exempt

obligations™ for the purposes of Section 265 (b)(3) of the Code, which relates to the ability of
certain firiancial institutions to deduct the interest expense allocable to holding and carrying tax-
exempt obligations for federal income tax purposes. The District has covenanted that 1t does not
reasonably expect to issue more than $30,000,000 of qualified tax-exempt obligations during the
calendar year 2009.

The Code imposes certain requirements as a condition to exclusion from gross income of
the interest on the Series 2009 A Bonds for federal income tax purposes, including a requirement
that the District rebate to the United States Treasury certain arbitrage eamnings. The District will
covenant or certify that it will comply with all applicable requirements of the Code. Failure of
the District to comply with such requirements could result in interest on the Series 2009 A Bonds
being included in gross income for federal income tax purposes from the date of issue.

Ownership of the Series 2009 A Bonds may result in collateral federal income tax
consequences to certain taxpayers, including, without limitation, property and casualty insurance
companies, S corporations with “excess net passive income,” individual recipients of Social
Security or Railroad Retirement benefits and taxpayers who may be deemed to have incurred or
continued indebtedness to purchase or carry the Series 2009 A Bonds. Bond Counsel does not
express any opinion regarding such collateral tax consequences. Prospective purchasers of the
Series 2009 A Bonds should consult their tax advisors regarding collateral federal tax
consequences.

Bond Counsel is further of the opinion that under the laws of the State of West Virginia,
as presently written and applied, the Series 2009 A Bonds and the interest thereon are exempt
from direct taxation by the State of West Virginia and the other taxing bodies of the State.

APPROVAL OF LEGALITY

Legal matters incident to the authorization, sale and issuance of the Sertes 2009 A Bonds
are subject to the unqualified approving opinion of Steptoe & Johnson, PLLC, Charleston, West
Virginia, Bond Counsel. H. Wyatt Hanna, III, South Charleston, West Virginia, Counsel for the
District will pass upon certain legal matters for the District. Goodwin & Goodwin, LLP,
Charleston, West Virginia, as Counsel to the Underwriter, will pass upon certain legal matters.
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ABSENCE OF MATERIAL LITIGATION

There is no action, suit, proceeding, inquiry or investigation at law or in equity before or
by any court, public board or body, now pending or, to the best knowledge of the District,
threatened or affecting the District (or, to the District's knowledge, any basis therefor) wherein an
unfavorable decision, ruling or finding would have a material adverse affect on the District's
financial position or on the validity of the Series 2009 A Bonds, the Resolution or any agreement
to which the District is a party and which is a part of the issuance of the Series 2009 A Bonds.

NEGOTIABLE INSTRUMENTS

Pursuant to State law, the Series 2009 A Bonds are and have all thé qualities and
incidents of negotiable instruments under the Uniform Commercial Code of the State of West
Virginia. See “THE SERIES 2009 A BONDS - General.”

UNDERWRITING

The Underwriter named on the cover of this Official Statement is purchasing the Series
2009 A Bonds. The Purchase Contract provides that the Underwriter will purchase all the Series
2009 A Bonds, if any are purchased, at a purchase price equal to the initial public offering prices
set forth on the cover page hereof less an Underwriter's discount of $ plus accrued
interest. The obligation to make such purchase is subject to the terms and conditions set forth in
the Purchase Contract, including the approval of certain legal matters by counsel. The
Underwriter-may change the initial public offering prices from time to time. The Underwriter
may offer and sell Series 2009 A Bonds to certain dealers (including dealers depositing Series
2009 A Bonds into investment trusts) and certain dealer banks acting as agents at prices lower
than the public offering prices stated on the cover page hereof,

FINANCIAL STATEMENTS

Included herein as Appendix B are the audited financial statements of the System as of
and for the fiscal year ended June 30, 2008, and the report with respect to the audited financial
statements as of and for the fiscal year ended June 30, 2008, dated January 5, 2009, of Bennett &
Dobbins PLLC, Certified Public Accountant. The general purpose financial statements and the
combined and individual fund and account group financial statements of the District (which
include the System} have been audited by Bennett & Dobbins PLLC to the extent and for the
period indicated in his report. - '

CONTINUING DISCLOSURE

The District has agreed in the Resolution to execute and deliver contemporaneously with
the issuance of the Series 2009 A Bonds, to provide, in accordance with the Continuing
Disclosure Certificate, which shall be delivered in substantially the form attached hereto as-
Appendix D, for the benefit of the Registered Owners of the Series 2009 A Bonds to provide
certain financial and operating information of the System (the “Annual Information™) not later
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than one hundred fifty (150) days following the end of the fiscal year of the Authority,
commencing in 2009. The Annual Information and each notice of material events will be filed

glectronically by the District with the Electronic Municipal Markets Access system (“EMMA?”).

This continuing disclosure obligation is being undertaken by the District to assist the
Underwriter in complying with Rule 15¢2-12 promulgated by the SEC. The District has agreed
to give notice in a timely manner to EMMA of any failure to supply the requested information.
However, any such failure will not constitute a default under the terms of the Series 2009 A
Bonds. Registered Owners may contact the District's General Manager at P.O. Box 677, Sutton,
West Virginia 26601 for more information. Under the Continuing Disclosure Certificate, the sole
remedy for such failure is to seek an order for specific performance. See “APPENDIX D ~ FORM
OF CONTINUING DISCLOSURE CERTIFICATE.”

MISCELLANEQUS

. The foregoing summaries, explanations and quotations do not purport to be complete and
are expressly made subject to the exact provisions of the complete documents. Purchasers are
referred to the Act and the Resolution for full and complete staternents of their provisions.

Any statements in this Official Staterent involving matters of opinion, whether or not
expressly so stated, are intended as such and not as. representation of fact. This Official
Statement is not to be construed as a contract or agreement between the District and the
purchasers or owners of any of the Series 2009 A Bonds. The District has authorized the
execution and distribution of this Official Statement.

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

By:

Chairman
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APPENDIX A

General Information Regarding the District
Braxton County, West Virginia

HISTORY

Braxton County (the “County”) was created by an act of the Virginia General Assembly
on January 15, 1836, from parts of Lewis, Kanawha, and Nicholas Counties. It was named in
honor of Carter Braxton. He was a noted Virginia statesman who graduated from The College of
William & Mary, was a long-time member of the Virginia House of Burgesses and a signer of
the Declaration of Independence. ‘ - '

The first land survey in the County took place in 1784 on behalf of John Allison who had
a warrant on 11.000 acres of land in the area. Adam O'Brien, an Indian scout and noted hunter,
was part of the survey party. 7,000 acres of Allison's land were purchased by John Sutton of
Alexandria, Virginia. His son, John D. Sutton, visited the area in 1798 and found a small,
abandoned cabin on the land. He learned that John (or Adam) O'Brien once lived in the hollow
of a large sycamore tree in the area around present day Sutton in 1792, 1793 or 1794, but he
never did discover who had built the cabin.

The County's first permanent English settlers were the Carpenter family, including
brothers Jeremiah, Benjamin, Jesse and Amos, and their mother. They arrived in 1789 or 1790
and built cabins at the mouth of the Holly River. Less than a year later, Benjamin Carpenter and
his wife were killed by two Indians who were passing through the area. In 1800, Jeremiah and
Henry Mace settled near present day Sutton. In 1807, Colonel John Haymond moved from
Harrison County and settled neat the Falls of the Little Kanawha. His three brothers, Benjamin,
Daniel and John Conrad, settled three miles south of him. Also in that year, Nicholas Gibson
and Asa Squires moved into the County. In 1810, John D. Sutton moved to the present site of
Sutton, which, at the time, was known as Newville.

The first meeting of the County Court took place on April 11, 1836, at the home of John
D. Sutton. Sutton, the county seat, had been chartered as a town by an act of the Virginia
General Assembly on January 27, 1826. Originally located in Nicholas County, it had been
known as Newville and later as Suttonville. The town's name was changed to Sutton on March
1, 1837, and it was incorporated on February 20, 1860.

Braxton County was the location of a famous Indian massacre. A 1764 treaty with the
various Indian tribes was violated in 1772 when several Indians were murdered on the South
Branch of the Potomac River by Nicholas Harpold and his companions. About the same time,
Bald Eagle, an Indian chief of some notoriety, was murdered while on a hunting trip on the
Monongahela River. In the meantime, Captain Bull, a Delaware Indian Chief and five other
Indian families were living in Braxton County in an area known as Bulltown, about 14 miles
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from present day Sutton. = Captain Buil was regarded by most of the settlers in the region as
friendly. But, there were some white families who suspected Captain Bull of providing
information to and harboring unfriendly Indians. While away from home in June, the family of a
German immigrant named Peter Stroud was murdered, presumably by Indians. The trail left by
the murderers led in the general direction of Bulltown. Peter's brother, Adam Stroud, had a cabin
nearby and seeing smoke rising into the sky, raced to his brother's cabin. He gathered up what
was left of the bodies and buried them. Peter then headed for Hacker's Creck where he met with
several others who agreed to join him in an attack on Bulltown. They killed all of the Indians in
the village and threw their bodies into a nearby river. News of Captain Bull's massacre spread
‘across the western frontier and set off a series of incidents between the Indians and the English
settlers, ending eight years of peace on the western frontier.

Ann Bailey, an eccentric Englishwoman from Liverpool, was a colorful character on the
frontier and a native of Braxton County. Known as “Mad Ann,” she served as a messenger for
the militia during the French and Indian Wars (1754-1763) and was an accomplished
markswoman and hunter. 1t was said that she rode her famous black horse, Liverpool, like a
man, with a rifle over one shoulder and a tomahawk and butcher's knife in her belt. She
entertained many crowded campfires with the stories of her adventures and was welcomed at
every home in the County.

TRANSPORTATION

West Virginia’s location within 500 miles of 60 percent of the United States population
enables businesses to reach their markets quickly, efficiently, and within a reasonable budget.
Braxton County’s location in the heart of West Virginia and along [-79 enhances the
opportunities for businesses to access markets quickly and efficiently. The County is located
within one hour of the state capitol and one to two hours from other major urban areas in the
state.

Highways

The intersection of 2 major highway systems is located in Braxton County. [-79 is the
major north-south transportation route providing direct access to the ports of the Great Lakes. In
Morgantown, WV, [-79 intersects with 1-68 which is a link to most major arteries on the eastern
seaboard. Forty miles north of Morgantown, 1-79 connects with 1-70 which runs through the
Midwest, and ties in with all major highway networks in the northeast. In Charleston, WV, [-79
intersects with 1-77 and 1-64 opening the area to the south and the Midwest. The County is also
the northern terminus for the Route 19 Appalachian Corridor, which has recently been upgraded
to a four lane highway. Route 19 connects on its southern end to 1-64 and 1-77. At least five
motor freight carriers serve the area. United Parcel Services, Roadway Packing Systems,
Wabash Transportation, Motor Freight and Federal Express deliver packages within the County.

Railroads

Two spur railroad lines serve the County. The Elk River Railroad originates in Clay
County and enters the southwestern corner of the County. It runs the length of the County to the




northwestern border where it links with CSX at the Gilmer County line. Additionally, C5X has a
spur which offers services to the eastern part of the County. It originates in northern Webster
County and continues to Burnsville, where it joins the main CSX line. CSX gives the area access
to the ports of Newport News/Norfolk and Baltimore to the east; and Cincinnati and Chicago in
the Midwest.

Alr Services

The Braxton County Airport is a general aviation facility. Its 4,000 foot runway is
capable of handling light twin-engine aircraft. With a short lead-time, charters, air taxi, and
package delivery services are offered at the airport. Major airline service is provided at
Clarksburg Benedum Airport and Charleston’s Yeager Airport. US Airways serves both
airports, and other major carriers in Charleston include United Express, Comair, and Northwest.
Through Yeager Airport, direct service is provided to airports in Houston, Charlotte, Chicago,
Detroit, Cincinnati, Atlanta and both in Washington D.C. Yeager is an inland port of entry for
international goods that also offers shipping and charter opportunities.

GOVERNMENT AND PUBLIC OFFICES

Local government and County public offices are housed in the Braxton County
Courthouse and Courthouse Annex in Sutton, West Virginia.

Mike Chapmain - Compmussioner
Teresy Frame Commissioncr
Dravid Jack. Sr. Commissoner
Willsam Mastin Prosceuting Atlemmney
Howard Carpenter County Sheriff

Lagrsy Chfion County AsSsessor
John Jordan County Clerk

1. W, Mortis ) "Cireuit Clerk

BRAXTON COUNTY - TOP TEN EMPLOYERS (MARCH 2007)

Braxton County Board of Education
Weyerhacuscer Company
Braxton County Memorial Hospital
Go-Mart, inc.
Braxton County Senior Citizens Center, Inc.
Central West Virginia Aging Services, Inc.
Mountain Cap of West Virginia
Bi-Con Services, Inc.
ANR Coal—~ WV, LLC.
. John Skidmore Development, Inc. (Sutton Inn, Days Hotel)
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ECONOMIC ASSETS

An advanced telecommunications infrastructure makes West Virginia one of the world's
most sought-after business locations. A complete digital network provides the technology
necessary for simultaneous reception or transmittal of voice, data and video, full motion video-
teleconferencing ISDN, DDS, and Digital CENTREX services, high-speed bulk data transfer,
high speed facsimile and mobile services, directed LAN interconnections, and high-speed
mternet connections. -

Electricity in the County is provided by Allegheny Power. Locally, Allegheny Power has
 the capacity to serve any industry that might locate within the County with competitive rates.

The major gas supplier in the County is Hope Gas, Inc. Other smaller suppliers insure an
unlimited supply of natural gas for any business or industrial nser. Water and wastewater
treatment are supplied by several sources. Planned upgrades to existing systems guarantee
adequate water and sewer infrastructure to address business and industrial needs.

By far the most impressive local resource is timber. The following tables detail the
nature and extent of the area's timber resources.

Area of Timberland By Stand Size Class

P e %" praston County e
Sawtimber N {7 A T923
Polctimber 64 347

Sapling and Seedling 19 98
All Classes 270 1367

Area of Timberland By Forest Type Group

Type In Thousands Of Braxton County Contigu.eus
Acres . B Counties

White/Red Pine 35 3.7
Lobloily 53
Elm/Ash/Red Maple 29
Oak/Pine 17.6
Oak/Hickory 1122.0
Northern Hardwoods 2193
All Groups 1367.4




Net Volume of Timberland By Selected Species

-Red Maple

Sugar Maple
Hemlock 54.3
" Hickory 166.4
" Beech 137.9
Yeliow Poplar 29.8
Select White Oak 154.2
Select Red Oak : 227.4
Total Hardwoods A2 2144.7
Source: Braxton County Development Authority
LABOR FORCE
Wage Rates ,
Occupation Average Annual Wages
- Construction $26,535 '
Manufacturing $23,924
Transportation/Public Utilities 532,109
Wholesale Trade $22,602
Retail Trade - $14,511
FIRE (Finance, Insurance, Real Estate) §20.602
Services {Medical and Business) $14.870
Govemment $22.298
Source: Braxton County Deveibpment
Population-Braxton County, West Virginia
Braxton West
People QuickFacts County Virginia
Population, 2006 estimate 14,810 1,818,470
Population, percent change, April 1, 2000 to July 1, 2006 0.7% 0.6%
Population, 2000 14,702 1,808,344
Persons unider 5 years old, percent, 2005 5.0% 5.6%
Persons under 18 years old, percent, 2005 20.5% 21.1%
Persons 65 years old and over, percent, 2005 15.5% 15.3%
Female persons, percent, 2005 49.2% 51.1%
White persons, percent, 2005 98.5% 95.2%
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Black persons, percent, 2005 0.7% 3.2%
American Indian and Alaska Native persons, percent, 2005 0.2% 0.2%
Asian persons, percent, 2005 0.1% 0.6%
Native Hawaitian and Other Pacific Islander, percent, 2003 0.1% 0.0%
Persons reporting two or more races, percent, 2005 0.4% 0.8%
Persons of Hispanic or Latino origin, percent, 2005 0.5% 0.9%
White persons not Hispanic, percent, 2005 98.0% 94.4%
Living in same house in 1995 and 2000, pet 5 yrs old & over 66.5% 63.3%
Foreign born persons, percent, 2000 0.2% 1.1%
Language other than English spoken at home, pct age 5+, 2000 1.4% 2.7%
High school graduates, percent of persons age 25+, 2000 67.3% 75.2%
Bachelor's degree or higher, pct of persons age 25+, 2000 9.2% 14.8%
Persons with a disability, age 5+, 2000 3,938 410,781
Mean travel time to work (minutes), workers age 16+, 2000 36.7 26.2
Housing units, 2005 1,572 872,203
Homeownership rate, 2000 78.2% 75.2%
Housing units in multi-unit structures, percent, 2000 4.7% 12.0%
Median value of owner-occupied housing units, 2000 $59,300 $72,800
Households, 2000 | 5,771 736,481
Persons per household, 2000 2.46 2.40
Median household income, 2004 $28,171 $33,993
‘Per capita money income, 1999 $13,349 $16,477
Persons below poverty, percent, 2004 20.1% 16.2%
' Braxton West

Business QuickFacts County Virginia
Private nonfarm establishments, 2005 295 40,735
Private nonfarm employment, 20053 3,122 565,499
Private nonfarm employment, percent change 2000-2005 1.2% 1.3%
Nonemployer establishments, 2004 689 87,825
Total number of firms, 2002 905 113,087
Black-owned ﬁi‘ms, percent, 2002 F 1.3%
American Indian and Alaska Native owned firms, percent, 2002 F 0.4%
Asian-owned firms, percent, 2002 _ F 1.1%
Native Hawaiian and Other Pacific Islander owned firms, percent, F 0.0%
2002

Hispanic-owned firms, percent, 2002 F 0.6%
Women-owned firms, percent, 2002 11.9% 27.7%
Manufacturers shipments, 2002 ($1000) NA 18,911,332




Wholesale trade sales, 2002 ($1000) 54,223 10,924,279
Retail sales, 2002 ($1000) 123,859 16,747,900
Retail sales per capita, 2002 $8,364 $9,277
Accommodation and foodservices sales, 2002 ($1000) 15,864 1,974,851
Building permits, 2006 | 1 5,645
Federal spending, 2004 ($1000) 99,238 15,183,496
Braxton West

Geography QuickFacts County Virginia
Land area, 2000 (square miles) 513.48 24.077.73
Persons per square mile, 2000 28.7 - 75.1
FIPS Code 007 54
Metropolitan or Micropolitan Statistical Area None

EDUCATION

Braxton County public schools are well-equipped to give students a technological edge.
All students and faculty have access to computers and the internet. The school system's focus on
a quality, well-rounded education has allowed Braxton County Schools to score above the
national and state averages on standardized tests.

Employers find that the labor force is computer literate and above average in many skills.

Braxton County is located within a one and one-half hour drive of four major institutions
of higher learning. These colleges and universities offer access to a wide variety of two and four
year degree programs including forest management, engineering and liberal arts, as well as many
other disciplines. West Virginia University's research capabilities in wood products and energy
related fields are especially helpful to businesses.

Glenville State College has opened a distance leaming center at the Days Hotel in
Flatwoods. Students unable to attend college in the traditional sense can use the facility to take
college classes. When courses are not scheduled, the distance leamning center is also open for
commercial use. Companies can use the facility for teleconferencing with distant locations.

With three community colleges focusing on the needs of businesses and the financial
resources of the state's Governor's Guaranteed Workforce Program, employers can be assured
that they will have a highly skilled and productive workforce.



Uiiversity I eof 1 g 0
Technology ) '
- West Virginia' Wesleyan
60
College
West Virginia University 90

Source: Braxton County Development Authority

HEALTH CARE

Braxton County Memorial Hospital, a member of CAMCARE Health System, is the
anchor facility for the County's health care system. Licensed for 40 acute care beds, this hospital
provides the County and surrounding areas with a wide range of services from 24-hour
emergency care to general medical services and same day surgery. The Braxton Community
Health Center and Women's Health and Resource Center round out a variety of services focusing
on women, families and children. For patients needing treatment not offered locally, major
medical centers are located in Morgantown and Charleston.

HOUSING

The cost of owning or renting a home in Braxton County is considered a great bargain.
The affordable cost of single family homes allows approximately 70 percent of the County's
residents to own their own homes. The majority of homes fall within the $40,000-$75,000 price
range: the same homes would be worth considerably more in other regions of the country.
Monthly rentals are considerably lower than the national, regional or state averages. Choices in
housing range from secluded country farms to quaint Victorian homes in a National Historic
Register District. - ‘

Average household size:
Braxton County: 2.5 people
West Virginia: 2.4 people

Estimated median household income in 2005
Braxton County: $27,500
West Virginia: $33,452

Source: Braxton County ~ www.city-data.com
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RECREATION

Burnsville Lake and Sutton Lake are major recreational facilities offering marinas, boat
launches, beaches and camping areas. There are more than 500 camping sites in the County and
over 30,000 acres of Wildlife Management ‘Areas offering hunting and fishing opportunities.
Braxton County is home to some of the finest hunting in West Virginia including deer, turkey,
bear, grouse and waterfowl, an increasingly popular game.

Plans are underway for the construction of a championship 18-hole golf course in
Flatwoods. The growing popularity of the sport, first-rate accommodations and expert staffing
will make the County a destination for golfers and their families.

Shopping, considered an important recreational activity by many, gives Braxton County a

definite edge. Some of the best recreational shopping in the state can be found at the Flatwoods

“Factory Outlet Mall, home to such designer shops as Tommy Hilfiger, Jones of New York, and

the Shops of the Greenbrier, West Virginia's only five-star resort. The shopping center's success

can be attributed to its location on 1-79, a major north-south transportation artery. Excellent

sales volumes for many stores have resulted in a top ten ranking among their respective chains
for business volume.

Source: Bureau of Employment Programs
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GARY K. BENNETT, MBA-CPA
CERTIFIED PUBLIC ACCOUNTANTS ZACHARY I DOBBINS, CPA
317 Cleveland Avenue
Fairmont, WV 26554-1604
Telephone: (304) 366-4295  Fax: (304} 366-4311

Bennett & Dobbins rrLic ;‘l
{

January 5, 2008

Board of Diractors
Fiatwoods - Canoe Run Pubdic Servica District
Sutizn, West Virginia

INDEPENDENT AUDITOR'S REFORT

We have sudied the accompanying combined and combining financial siztements of the business-type
aclivities and each major fund of Fiatwoods-Canos Run Public Service District as of and for the years erded June 30,
2008 ang June 30, 2007, which collectively comprise the District's Basic Financial Staterments zs listed in the tabie of
contents.  These financial statements are the responsibiity of tha management of Filatwoods-Cance Run Pubtic
Service District. Qur responsibility is to express an opinion on these firancial statemams based on cur augit,

Ve conducted our sudit in accordance with auditng standards generally acceptad in the United Siates of
Amenca and the standaras applicable to financial sudits contained in Government Augitng Standards. issued by the
Comptrofier Generai of the United States. These standards require that we plan and perform the audit to obtain
reasonable assurance abou! whether the financial statemanis are free of materal missiaterment. An audit includes
examining. on a fest basis, avidence supporung the amounis and discicsures in e finanga! staterments, An audit alse
includes assessing the accounting principles Used ana tne significant estimates mase by management, as well as
evaluating the overa!i finarcial statement presemation. We belisve that our augit provides a reascnable basis for nur
opir.on :

Ir our opirign the combineo and combining financial statemsnts referrec o above oiesent fairly, 0 aj
matenal respects. the financial position of the business type aiivities and eacn majer fung of Flatwoods-Cance Run
Puthz Service District as of June 3C, 2008 and June 30, 2007, and the respective changes ir finanoal positicn and s
cash fiows lar the years then ended in conformity with accounting principies generally acceptas in the United States of
Amerniza

I secordance win Sovernment Auditng Standards. we have 8iSo 1SSuE a repofn dated January 5 200¢ o
cur censidgeration of Fiatwonds-Canoe Run Public Service Districts internal control over financial reporing and our
tasts of 11 compliance with cerlan provisicns of laws, reguiations. contracts. and grant agreemants and other matiers
The purpose of that report 15 to describe the scope of our festing of intermal conrel over fnancial reporting and
compliance znd the resuits of that testing. and not t6 provide an opimion on the intarnal contro: over financial reporing
or on compiiance. Thal report is an integral part of an avait performed in accordance wih Governmeant Auditing
Standards and imponant for gssessing the results of ours audit,

_ Gur audit was cenducted for the purpose of forming an opinien on the basic fnancial statements of
Fiatwoods-Canoce Run Pubiic Service District's taken as & wholz. The scheduie of prior year audit findings is
presented for purposes of additional analysis and is not a required par of the basic financial statements. Such
informaticn has been subjected to the auaiting procedures applied in the audit of the basic financial statements
and, in our opiricn, is fary staled i ali material respects in relation to the basic financial statements taken as a
wihole.

Flatwoods-Canoe Run Putlic Service District has not presaniea s management ciscussion and analysis that
the Governmental Accounting Standards Board has determined is necessary (o supplement. aithough not required to
be pant of tne basic financial siatements.

Bemnelt & Dobtine FLLC

Bennett & Dobbins PLLC
-
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FLATWOODS - CANGE RUN PUBLIC SERVICE DISTRICT
COMBINED STATEMENT OF NET ASSETS

JUNE 30,

ASBETS
CURRENT ASSETS
Cash
Accounts Receaivable Less Allowance of $13.069
Prepaid Expensas
Restricted Assets
Construction Fund
Cash - Customer Deposits
Municipal Bong Commission Revenue Fund
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Restncied Assets
Depreciabien Fund
Municipal Bond Commission Dent Reserve

Bond Issuance Cosis
Capital Assels
Land & Consiruchion Work i Frogress
Other Caprai Assels - Net of Accumiulated Depreciaton
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

See accompanying notes o the financial statements.
iR

122

2008 2607
74,187 73.342
186,281 202,112
24 226 .
347,088 488,108
59.859 54 448
£3.186 198.8186
777.907 §74 828
24 18D 37,133
262.430 260 762
144,952 117.100
581 3772 7 048,577
21.457.190 14482 797
22 437 134 21 OB7.366

23215041

2285

1]

187




| FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
COMBINED STATEMENT OF NET ASSETS (CONTINUED}

JUNE 30,

LIABHITIES

CURRENT LIABILITIES
Accounts Payable
Taxes and Bensfiis Payable
Condamnations Payable
dotes Payable
Construction Payable

CURRENT LIABILITIES FROM RESTRICTED ASSETS
Accrued interest
Customer Depcsits Payabie
Current Porticn - Revenue Bonds Payable
TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES
Revenue Sonds Payable - Net of Current Portion
Compensaled Absences
TOTAL LONG-TERM LIABILITIES

TOTAL LIABILITIES

NET ASBETS
Invested In Cannal Assels Net of Related Debt
Resicied Externaliy or Constitutonaily
Decreciaucn Fund
Bons Reserve & Rovenas
UnresinCisc
TOTAL NET ASSETS

See zccompanying notes to the financial statements.
-3~

n

2008 2007
37447 § A5 877
25911 6,356
18.06+ 18.051

: 22,440

297.169 441,776

115.055 95.066
51.221 55613

947,047 560.308
1452 865 1845 487
11 838 158 11,175 485
45,28 52 626

17 855 455 1208 134
13.378.350 S5 12.673.601
285197 ©427.363
24 190 37,133
345618 433578
183 658 134 522
UE3ERG: T 10088 568




FLATWOOGODS - CANOE RUN PUBLIC SERVICE DISTRICT
COMBINED STATEMENT OF INCOME, EXPENSES AND CHANGES
iN NET ASSETS
FOR THE YEAR ENDED JUNE 30,

OPERATING REVENUES 2008 2007
Sales 3 1,934,100 3 1,964,480
Other Cperating Revenues 31.801 36,245

TOTAL OPERATING REVENUES 1,868,701 2,600,735

OPERATING EXPENSES
Depraciation & Amortization 652,475 540,855
Purchased Water 67,302 65,082
Ooeration Labor 375,447 380,223
Taxes & Benafits ' 267.802 238,000
Administrative & General Salarigs 122107 117,720
Telephone Expense 15,347 15,408
Supplies Expenze ‘ 57.833 £1.432
General Expenses 39477 48,911
Power Purchased ) 87,471 99.854
Maintenance and Repairs 144 808 253865
Chemicais 32,591 25749
Me'er Reaaing _ 28.41¢ 51,873
Qutsidde Serviges 88.210 58,485
Property insiiance 70,385 43 3858

TOTAL OPERATING EXPENSES 2.0B7 €88 Z2.00(0 838
OPERATING INCOME (LOSS) {101,455, “

NONOPERATING REVENIIES (EXPENSES)

Interest Revanue 28,5458 44 826

Interest Exuarse {285 083, (301,257

in Kind OPER Contnbution 17 507 -
TOTAL NONOPERATING REVENUES {(EXPENSES) {247 540 (2E6.641)

INCOME (LOSS) BEFORE CAPITAL GRANTS & CONTRIBUTIONS (256, 542)

r.‘
(98]
i
o
i{$o
o
<

- CAPITAL GRANTS & CONTRIBUTIONS | ‘ 100,002
CHANGE IN NET ASSETS | {240.9051 {256.542;
NE':';Y ASSETS - BEG!NNI.&G OF YEAR 16,088,598 10,345,138
NET ASSETS - END OF YEAR 3 9,838651 & 10,088 598

See gccompanying notes to the financial statements.




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
COMBINED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SURE 30,

CASH FLOWS FROM DPERATING ACTIVITIES : 2008 2007
Cash Receweas from Customers ¢ 1545921 % 1.8959.215
Dzsh Received from Ciher Operaling Reserves KRNI 38.245
Cash Payments for Operalien & Maintenance Expenses (836 53%) {BE8.119;
Cash Payments to Empoyees lor Services {(BE0.088) (548.425;
Cash Payments for Payrall Texes & Benefits {247.247) (257 784>

WNET CASH PROVIDED BY OPERATING ACTIVITIES 581 802 552 128

CASH FLOWS FROM KON-CAPITAL &

RELATED FINANCING ACTIVITIES
Change 1n Cusizmar Deposis (4,352 7 147
NET CASH PROVIDED {USED) BY NON-CAPITAL & RELATED
FINAMCING ACTIVITIES 4,392 7,142

CASH FLOWS FROM CAPITAL & RELATED FINANCING ACTIVITIES
Acauston And Constructon Of Cspnai Assels "
Capna: Giants Rece vec

Prncipa Agfunrfr en r:ards & Molas 2 04D 448
Prnopa Ps 1245 445,
imerest Pes o0 B 301 887
NET CASH USED BY CAPITAL & RIELATED FINANCING ACTIVITIES +31 0722215
CASH FLOWS FROM INVESTING ACTIVITIES
injerest income ) 2w 5 44 875
Deposis o Mumzpal Bongd Commisson (B0 TR (BRE 4FE)
Disourserme s 172r Mumamat Bond Commisticn T84 758 SHT B
NET CASH PROVIDED BY INVESTING ACTIVITIES T ATE BLTE
NET DECREASE IN CASH ARD CASH EGUIVALENTS LU §oE 413874
CASK AND CASHEQUIVALENTS AT BEGINNING OF YEAR FrT i
CASH AND CASH EQUIVALENTS AT END OF YEAR $ S
RECONCILIATION TO STATEMENT OF NET ASSETS
Uniesiniied - 3T Z PO RO 23347
ooted Casn™ - Leniatauon Fans Zaotgl T3
o Casn - ;.-\...:'D"n':’ Depnsrs £ 44T
{ sagfecuon Fung 453 10%
TOtTAL CASH & CASH EQUIVALENTS . 5 871 L2
RECONCILIATION OF OPERATING INCOME TO NET CASH
FROVIDED BY GPERATING ACTIVITIES
Ciperatng inoome O Fo3 IR L
Agiogtrmars To RE-:O'*.-‘::le Opefaung ingome To Net Cash
Prrovides Bf \./1
JCPr;c.anm & A \am ZEhon BE2 47 H40 BhE
OPER In Kind Expense 1T BT
Chznges in Asseis And Latdites,
Ancreese: Decrease in Accounts Recewanis 12,838 2PNy
increases Decreass In Prepaid Expenses (24 258 -
increase (Decizase) in Accounis Payabie B a38 15988
Incrsase (Decrzase) i Taxes & Witnholding Payabig 20.555 218
nerease (Decrazee; in Compansated Absenceq (7,240 234
Totai Adiusimehls G83.467 553.027
| HET CASH PROVIDED BY OPERATING ACTIVITIES s 561,502 & 553,126
HONCASH ACTIVITIES FROK INVESTING ACTIVITIES
OPEB In King Revenue 3 10,385 8§ -

Ses sooompanying nows o ine financial statements.
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COMBINING FINANCIAL STATEMENTS




FLATWOODS - CAROE RUN PUBLIC SERVICE DISTRICT

COMBINING STATEMENT OF NET ASSETS
JUNE 30, 2008

ASSETS

CURRENT ASSETS
Cash
Accounts Recsivabie Less
Frepaid Expenses
Due Tof (From)

Restricted Assels
Constraction Fund
Cash - Customer Deposits
kunicipal Bone Commission Raverue Fund

TOTAL CURRENT ASSETS

Adlowance of $13.088

NON-CURRENT ASBETS
Resincied Asssis.
Degreciaiion Fund
vuncipal Bond Commissian Debt Reserve

Eona Issuance Costs
Capital Assels
Land & Construchon Wark in Progress

Orner Capral ~sssts - Nat of Accumulated Depraciauon

TOTAL NON-CURRENT ASSETS

TOTAL ASSETE

See accompanying notes o the financial statemerits.

£

3

Water Sewer Total
51397 § 22.790 74187
§9.285 99,996 189.281
13,047 11,178 24 228
(53.335) 53.335 .

870 346.198 347 068
38,558 21 401 59,955
70,258 3,573 83.188

215.080 E58 627 777.907
271 23.81¢ 24,150
z14.134 48 256 282,430
111,052 111 G52
35,361 54501+ 581372
12.441 287 9.015.503 21.457 160
5 804505 €622.126 72437 154
13.023.085 S  40.161 356 23215 041




FLATWCODS - CANOE RUN PUBLIC SERVICE DISTRICT

COMBINING STATEMENT OF NET ASSETS
JUNE 36, 2607

ASSETS
CURRENT ASSETS
Cash

Accounts Receivable Less Allewance of $13.099

Oue To/ (From)
Resincied Assels:
Canstruction Fund
Cash - Custcmer Deposils
Muricipal Bond Commission Ravenue Fund

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Resircted Asseis
- Depreciaiion Fung
Murizipal Boad Commission Debt Reserve

£ond issuanrce Costs
Capital Assals.
Land & Censtruction Woerk in Progress

Gther Capital Assets - Net of Accumutated Depreciztion

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

See accompanying notes to the financal siatements.

B-

s

Waler . Sewer Total
8485 § 14857 § 23,342
93,121 108.691 202 11z
(41,335 41,338 -
23,958 462,181 486 108
42,845 21.804 64.449
127.47%2 71 344 188 816
254 348 7206482 974 828
10.850 26253 37133
221.824 68538 280762
117.100 117 100
6.823.007 128870 7,049 577
5,134 435 S 23EE 382 14,482 797
12,407,248 9 580 123 21.987 359
126681582 § 10,300 608 22,862 197

o




FLATWOODS - CANGE PUBLIC SERVICE DISTRICT
COMBINING STATEMENT OF RET ASSETS (CONTINU!:EF)

JUNE 30, 2008

‘Waler Sawer Total
LIABILITIES
CURRENT LIABILITIES
Accounts Payable _ 5 17.800 & 1a641 § 37,441
Taxes and Benefits Payable 15,881 11,030 26911
Condemnztions Payable : - 18.051 18.051
Notes Payable - - -
Construction Payable 20.046 277,123 2G7.169
CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS
Accrued Inierest 31878 83,377 115,085
Customear Deposiis Payable 30,7458 20475 51,221
Current Portion - Revenue Bonds Payable 216.692 730,355 947 047
TOTAL CURRENT LIABILITIES 332.843 1,160.052 1.482 885
LONG-TERM LIABILITIES
Revenue Ronds Payable - Net of Current Portion 8,757.600 3.040 566 11.838. 1656
Compensated Absences 26.765 18.524 45 285
TOTAL LONG-TERM LIABILITIES & 824,365 3,028,090 14.883,455
TOTAL LIABILITIES S 9157208 5 4215142 & 13.376,350
NET ASSETS
Invesied in Capial Assets, Net of Related Debt 3 344418C G 2B41.0%7 8 4265197
Restroted Extarnally or Constiutionaity
Depreciation Fung 271 23,974 24,190
Bord Resere & Revenue 293 352 52224 345616
Unrestricted 128 034 55.654 182 688
TOTAL NET ASSETS S 3885877 § 5872814 8§ 4 83R 681

See accompnaying notes to the financial staterments.



FEATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
COMBINING STATEMENT OF NET ASSETS (CONTIRUED)
' JUNE 30, 2007 '

Water Sewer Total
LIABILITIES
CURRENT LIABILITIES -
Accounts Payabie $ 30,716 § 15,181 3 45877
Taxes and Benezfils Payable 5.001 1,355 6,356
Condemnsilons Payable - 186,051 18,051
Notes Payable 5,500 16,940 22,440
Censtruction Payabie 441,776 - 441776

CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS

Accryed interast 32,074 52,892 85,088
Custcmer Deposits Payabie 34,679 20,534 55613
Current Porlion - Revenue Bonds Payable 232 045 728,263 §60.308
TOTAL CURRENT LIABILITIES 781.791 BB3.6Y6 1645487
LONG-TERM LIABILITIES - :
Fevenue Bengs Payable - Net of Current Portion 7.813,592 3,267 853 . 11175485
Compensaied Absances 32.970 16 658 52,629
TOTAL LOMG-TERM LIABILITIES 7.946,562 3,28 582 11 228,114
TOTAL LIABILITIES 3 B728383 %8 4145248 5 12873801
NET ASSETS .
Invested In Capal Asseis. MNet of Relaleo Debi 5 3488487 S 5938876 S § 427 363
Restricted Externaily or Constitutonally’ '
Depreciation Fuong 10.880 25253 37133
Bond Reserve & Revenue 346,266 14(.282 455 578
Unrestncted 84 576 44,546 134,822
TOTAL NET ASSETS s 3833235 3 6155357 & 10,088 586

See accompanying notes to the financial statements.
7.




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICY

COMBINING STATEMENT OF INCOME, EXPENSES AND CHANGES

IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2008

OPERATING REVENUES
Sales
Other Operating Revenues
TOTAL OPERATING REVENUES

OPERATING EXFENSES
Depraciation & Amortizalion
Purchased Water
Operation Labor
Taxes & Benefits
Admmstrative & General Salanas
Telephone Expenss
Supphes Expense
Generai Expensss
Power Purchaszed
Maintenancs ang Repairs
Chemicals
Meter Reading
Quts:de Services
Properny [nswrance

TQTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)

NOKNOPERATING REVENUES {(EXPENSES)H
interost Revenuo
interest Excense
in Kind OFPEE Contributor

Lo

TOTAL NONOPERATING REVENUES [EXPENaES)

INCOME {LOSS) BEFORE CAPITAL GRANTS
& CONTRIBUTIONS

CAPITAL GRANTS & CORTRIBUTIONS
CHANGE N NET ASSETS
NET ASSETS - REGSINNING OF YEAR

NET ASSETS - END OF YEAR

See accompanying notes to the financial statements.

Water Sewer Total

1,064,531 889,568 $ 1.834 100
25315 G6.288 31,601
1.089. 846 875,885 1,965 701
284 BEG JET 817 6852 476

57,302 - B87.3C
220,875 184 572 375 447
157.733 140,065 267 802
B50.354 £1.756 122 107
11.868 3.481 15,347
30.463 27370 R7.833
7 788 21,718 30 477
J4,038 43413 G7 471
85.684 9114 144 BOE
32.561 32.581
28.41G - 28.410
37.502 £0.708 GR 210
41 588 zZB.T7G7 70,385

1 126,081 838615 2057 BES
(36.2085 {€2.760 {101 568
11,747 17 785 25 518
1150.262; 144 77 £295 063
10,3288 T.a%g 17 807
" 38.157) mg 783, A7 640,
187 .282) (182547, 1345 G0%)
C.000 - 100.000
57.362) (TE2. 543, 24% ¢05;
3533238 5,155.357 5.088 596
3885 877 5972814 5 G B3B.£9%




FLATWOODS - CANOE RUNM PUBLIC SERVICE DISTRICT
COMBINING STATEMENT OF INCOME, EXPENSES AND CHANGES
IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2007

OPERATING REVENUES

Sales $

Other Operating Revenues
TOTAL OPERATING REVENUES

OPERATING EXPENSES
Depreciation & Amortization
Purchased Water
Operation Labor
Taxes & Benefits
Adminisirative & Genera!l Salaries
Telephone Experse
Supplies Expenss
General Expenses
Power Purchassd
Maintenance and Reparrs
Chemicals
Metar Reading
Quiside Services
Property Insurance
" TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)
NONOPERATING REVENUES {EXPENSES):
interest Ravernue
irterest Expenssa
TOTAL NONOPERATING REVENUES (EXPENSES)
CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR - RESTATED

NET ABSETS - END OF YEAR $

See accompanying noles i the financial statements,
8-

Water Sewer Total
1043683 $§ 208061 % 1,964,490
20,685 15.580C 36,245
1,084, 354 836,381 2000735
174,820 368,538 540 5856
65.082 - 65.082
232.861 147,352 380.223
145 350 92 650 238.000
58,750 57,67 117.720
12.186 3.222 15,408
19.112 42320 61,432
20,208 2B.703 48.911
55.262 43 582 99 Bh4
102.586 151,075 253.665
25,74% - 25,748
51.873 - 51.873
26.018 32.449 5B.485
22.838 20,850 43 388
1.011 503 989.133 2.000.635
52,851 (b2 752 &G
17.101 27525 44 628
(1535160: {148 1173 {301 267
(138.048; (118,582 - {256.64 1)
{85.188; {171,344} 1256 542
4.018,437 6 326870 10.345 138

Ly

833.238 & B 165387 &

10,088 566




FLATWOODS - CANOE RUN PUBLIC SERVICE DIETRICT
C COMBINING STATERMENT OF CASH FLOWS
FOR THE YEAR EXDED JUNE 30, 2008

VWater Sewer Total
CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received fom Cuslomers : k3 1,085,357 % 873564 § 1948831
Cast Received frem Other Operatng Resenves 25,315 5.288 31,801
Cagh Paymenis for Oparalion & Mainlenance Expenses (385817 {244.081; {638,698)
Cash Paymenis o Employees for Senvicaes {312.822: (217,463 (520.085)
Cash Payments for Payroll Taxes & Benafits . {148 853" (100.3843 (247 247}

KET CASH PROVIDED BY OPERATING ACTIVITIES 238890 2z912 561,502

CASH FLOWS FROM RON-CAPITAL &
RELATED FINANCING ACTIVITIES |

Cnange n Customer Deposits {3933 {450} {4 382
NET CASH PROVIDED [USED) BY NON-CAPITAL & RELATED
FINANCING ACT!UITEE$ ' 13 983 (458} {4.352;

CASH FLOWS FROM CAPITAL & RELATED FINANCING ACTIVITIES

soquisen ann Construction of Capital Asssls $1,121,6473 {145 27C 11 267,917,
Capia} Grants Recaved . ’ 100,000 - 106 000

Procipal Advences on Bunde & Motes 1104428 - 1,104 485

Prncipal Pard on Bonds & Noas ’ (241,338 { 7 (47T BISY
interest Pad on Bongs (150 888, (285 283

Acvances From (Te! Other Depariment 12 000

NET CASH USED BY CAPITAL & RELATED FINANGING ACTIVITIES {287 130; (B35 218

CASH FLOWS FROM INVESTING ACTIVITIES

interzst income 13.747 29,518

Depesns 1o umaipa! Bond Commission (387273 1620 785

Disbursemants from Municips Bond Commussion 44% 174 744 758

NET CASH PROVIDED BY INVESTING ACTIVITIES E7 631 173478
NET INCREASE (DECREASE}IN CASH AND CASH EQUIVALENTS 5128 U TAT V105878,

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR £5 $56 25 055

CASH AND CASH EQUIVALENTS AT END OF YEAR 3 61 0ug & 414 308 5

RECONCILIATION TO STATEMENT OF NET ASSETS

Jrresincies - Gasn s 57 3% J27el S T4 157
Restnstes Zasn - Deprecanon Fund : IR 9te 24 180
Restrinted Case - Customer Depcsts 35 27« 5L GHG
frostimtad Casr - Consirpston Fund 348 108 347 A8
TOTAL CASH & CASH EQUIVALENTS 3 & 414308 § £06 408
RECONCILIATION OF OPERATING INCOME {(LOSS) TO NET CAEH
PROVIDED BY OPERATING ACTIVITIES
Operaung incemea (LOSS) & (39.205: % (BZ T80 S 101 Ga5
Adiustments To Resonzde Operatng Income (Loss; To Net Cash
Provided By Gperaung AZiw Les
Deprecaton & AMGHiZeucs . 284 858 3678147 £E2 470
OFEE In kg Expense 10 358 TG 17 607
Chenges In Assers And Liabities i
tincrease’ Deorease in Accounts Recawvabie 3.83% 5,995 12 831
JUnorease) Decreass In Prepaid Expenses 13047 (11175 24 223)
increass (Decreass) in Accoums Payable 112,916} 4,480 (8.438;
inc : :Dzcrease in Taxes & Withhalding Payabla 10.880 3.875 20,555
Increase (Decrease) In Compensated Absences {5,205} 11.139) {7,340
Tota! Agjusiments Z7T.785 AB3BT2 863 467
NET CASH PROVIDED BY OPERATING ACTIVITIES 3 238,850 & 322812 % 561 502
HONCASH ACTIVITIES FROM INVESTING ACTIVITIES
GPEBR in King Ravenue 5 10,333 & - % 10,388
See accompanying notes 1o the financial stalements.
-




FLATWOODS - CANCE RUN PUBLIC SERVICE DISTRICT
COMBINING STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Recgwved from Customers
Cash Recewed from Other Operating Reserves
Cash Payments for Operation & Maintenance Expenses
Cash Paymenis o Employees for Sarvices
Cash Payments for Payroll Taxes & Benefits
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NON-CAPITAL &
RELATED FINANCING ACTIVITIES
Change in Customer Ozpasng
NET CASH PROVIDED BY NON-CAPITAL & RELATED
FINAHCING ACTIVITIES

CASH FLLOWS FROM CAPITAL & RELATED FINANGING ACTIVITIES

Acnaigion Ang Canstrustion Of Capitat Assets
Principal Advances on Bonds & Notes
Ponaipzl Pag on Bongs & Notas

Injerest Paic on Bonds

NET CASH UEED BY CAPITAL & RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income
Depesis w Muninacai Bord Commission
Disoursements from Munic.oal Bond Commissign
NET CASH PROVIDED BY INVESTING ACTIVITIES

MNET DECREASE iN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION TO STATEMENT OF NET ASSETS
Unrestocterd Case
Resiowen Cast - Leprec avun Fusy
Restnoies Caen - Custome: Dedosils
flastnctes Cash - Comstruchon Fund

TOTAL CASH & CASH EQUIVALENTS

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH

PROVIDED BY OPERATING ACTIVITIES
Operzbng 1nceme (Loss)
Agiustments To Reconcse Qoerating Income (Less) To Nel Casn
Prowides By Operating Activities
" Deprecizer & Amcriazatien
Changes In Assets Ano Liabilibes
imoreasa; Decrease in Accounts Rezsivable
intrease (eorease; In Accounts Payable
Increase (Decrease: In Taxes & Withholding Payadle
Increase (Dicrease) in Compensates Absences
Tota! Adjusiments
NET CASH FROVIDED BY OPERATING ACTIVITIES

See accompanying noles o the financial statements,
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Water Sewer Total
1,040,302 % 818617 & 1955213
20,8685 135 580 35,245
{338,858y {318 4E3) (B58 113
1238,820) {207,806} (546.429)
r141,401; {95,385, (237.784)
3410906 312,038 553.126
6,549 5¢% 7142
§.54% 853 T 142
12401256, (2 a1 235,
2 040,448 : I 040 448
(113 054 (235 152) (348 415
(185,728 (146 272 {301,907,
(€28 797} iAB2 424; (1,012,227
17.101 2T 8IE 44 628
V24T 04T, (31078 V558 475
251,528 300 355 531 878
20 288 17 083 3RLTD
(351 172 {52 TT 1413 274
447 140 Y LT
35 858 ¢ 3 811033

%

C48n % 12 BLT & 73.342
WS ES0 2B 3R2 37133
12 €45 71 BG4 64 444
23658 S50 1E A8 10%
ES C3E S IG5 0B & 611013
32821 € B2 TERS &4
$71.820 358 638 54AC 858
{3,387 LY G W22
13,245 2752 8,858
3,644 13735 218
2.511% 1227 234
188, 236 384 7BB 553,027
247,060 § 312038 % 553,128




ELATWOODS - CANCE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS
JUNE 30, 2008 AND JURE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

History of Ently - The Flatwcods - Canoe =un Public Service District was created by the Braxton
County Commigsion in 1872 (watar) and 1991 (sewer). The Public Service District was created {0
provide water and sewer service 1o all poriions of Braxton County, West Virgima, and this reprasents
the customer base of the District.

Measurement Focus Basis of Accounting, And Financial Statement Presentation - The financial
statements of the District are prepared in accordance with generally accepted accounting principles
(GAAP, Private-sector standards of accounting and financial reporting issued prior to December 1,
198%. generally are foliowed in the proprigtary fund financial statements to the extent that those
standzrds do not conflict with or contradict guidance of the Governmental Accounting Standards
Board Districls aiso have the option of the following subsaquent private-sector guidance for their
business-type activities and entgrpnse funds, subject 1o this same limitation. The District has elected
not 1c follow subsequent private-sector guidance.

Tre Distnet kas two majer funds. The stalements are reporied using 1he economic Tesources
measurement focus and the accrual basis of accounting. Revenues are recorded whan earned and
expenses are recorded when a hability is incurred. regardlass of the timng of resated cash fiows,
Grants are recognized when grantor ehgibility requirements are mat.

Operating ncome reported in the fnancia: staterments includss revenues and expenses related o
{re prmary ceontinuing operations of the District. Principal operating revenues for the District are
charges 16 customers for sales of services and tap fees intended 1o recover ths cost of connecung
new customers to the system  Pnncipal cperaung expenses are Ine costs of providing Goods of
sopvices and include edmiristrative expenses and depreciabion of capin! assets  Cther revenues
sne experses are classimec as non-operating i the financial statements

Wwnens bolh restrcled and unrestnicled resources are available ior use
resty.oled resources irsl and ther the unresictesd resources as needed, Ses

gesgnnng restnclad assats
Casn - Cash s on deposit with different institutions which are F D.I.C insured. For purposes of the
cratament of cash fiows tne Distnct considers cash and certificales of deposit with an ongina

JRE- A3

matunty of three months or less o be cash ang cash equivalenis cnly. Al vanous tmes threughoul
ihe year the Msinct had amounts i wanks that exceeded F.DI.C coverage ane piedged assels.
This represents a potertial for ioss. The Distnci 1s authorized by statute 1© provide excess funds 1o
either the State investmient Poct or the Municipal Bond Commissicn for investment purpases. of o
invest such funds i the folicwing classes of securities' commercial papar rated A 1 by Standard &
Poors Corporation of by P-1 by Mocdy's Commercial Paper Record, bankers accepiances,
repurchase agreements. The District is slso authonzed fo enter into reverse repurchase
Egreemenis

All carrying vaiues are the same as markel value.



FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED]

Cash and Cash Equivalents {Continued)

Casnh and cash eguivalents are composed of the following:

June 20, 2008 Interest Maurity

: Amount Rate Dszte

Checking 3 51.121 0% NIA
Checking {3} 0% /A
Checking 279 0% NiA
Savings 38.568 25% Ni&
Savings 271 0% N/A
Checking 870 0%

Checking 21 401 25% NIA
Savings 23.918 25% NIA
Checking 150 W NIA
Checking 22,790 0% NI
Savings _346,04¢ 1.5%

Total Cash & Casn Equivalents $ 505404

Unrestricted Cash & Cash Equivalents & 74 187
Restricted Cash & Cash Equivalents 431.217

June 30. 2007 Interes: Matunty
LAmeunt - Rate o Date

Cheacking S 7.982 0% NA
Checking 474 0% N/A
Chezking 28 0% A
Savings 42 845 258% A
Checking 23.658 0% N/A
Bavings 10.880 23% NiA
Checking ' 21.804 : R25% N/A
Savings 268,253 25% NIA
Checking ‘ 13.057 Q4 NiA
Checking 14,114 J3 N/A
Checking 743 7% MIA
Savings L AB064 4 75%

Total Cash & Cash Equivalsnis 3 611.033

Unrestricted Cash & Cash Equivaients & 23.342
Resvicted Cash & Cash Equivaients 587 661
Total § _ 611033

inventory - The District does net maintain an inveniory. Supplies are purchased on an as nesded
basis,

-11-




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANGIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUKE 30, 2007

SURMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED)

Accounts Receivable and Bag Debts - Accounts Receivable al June 30, 2008 and June 30. 2007
totzled $207 380 and $215,214. The baiance in the aflowance for uncollectible accounts at June 30
2008 and June 30, 2037 totaled $13.098.

inceme Tax - The Flatwoods - Canoe Run Public Service District is exempt from federal and state
ncome taxes as a political subdivision of county government.

Estmates - The preparation of financial stalements in conformity with accounung principles generaily
accepied i the United States of America requires management 10 make estimates and assumptions
hat sffect certan amounts and disclosures.  Accordingly, actual resulls could differ from those
estimates.

Costnbuted Canital and Capual Grants — Proprietary Funds - Grants, enutlements and shared
revenues resincted for the acquisiion of construction of capiial assels we'e recorded as contnbuted
capigs prior o e implementation of GASB 33 Accounting and Financial Roponting for
Konexchange Transachions — As required Dby GASB 33, the Distric: has recognzed capia
~ontnbutions as revenue rather than as coniribuled capital.

Custemer Depesits — Customer deposits are refunded after bils for service have bsen pawd on tme
for pveive consecuiive menths.

imeres: Raie Rk — The Distnict coes not have a forma mvesimen: porcy thal hmits investment
raluimss as o means of managng s exposure to far value losses ansing fromanzreasng nleres!

a1

2]

it
&

hgl fssets - Net 2$5eis present the difference between assets and habilines i e statement of ne
assots | MNal assets invesied 1 capilat assets afe recuced oy tne oulslancing palanzes ¢f any
borrgwang used for the acquisiion, CONSITUCHON of improvemen: of those assets  Net asseis are
reponied as resiricled when there are legal imitations imposed on their use oy legisiation af external
restnclions by crediors. grantors, iaws of regulations of pther governments

RESTRICTED CASH

Thnese scoounts represent amcunts that are restricted in ther use The Jeprecation Fund and the
Dest Reserve are requirements of the bond covenants Al other restricted cash accounts are \he
result of water and sewsr construction actvity and the WY Public Service Cemmission.  The
accounis for the sewer and waier revenug bonds as of June 20 2008 and June 20, 2007 had a
batznes of $36C.E0B and $525711, The balance of accounts restricted for conslruction and
customer depasits as of June 30. 2008 and June 20, 2007 was $407.027 and 5850 558

The District has four tetters of credit amounting to $292,805 o cover the sewer's deficiency in
reserve aceounts. The interest rate on these tetters of creditis 12%.

12-



FLATWOOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

3 CAPITAL ASSETS AND DEPRECIATION

Water
Capital Assets are siated at original cost. All assets are capitalized.

Changes in the Capital Assets account are as follows.

Balance Batance
8/30/07 Additions Reclassifications 8/30/08
Capital Assais Not Depreciated.
Land & Constructon Work in Progress $ B5.923007 % -8 {6 886,646, S 38.361
Capual Assets Deprecsa ed
Structures & Improvements 57.558 - - §57.558
Booster Siations 1.007,879 - - 1.007.87¢
Pumrping Equipment 9187 - . 9.187
Reservoirs and Standpipe 325,282 - - 325262
Transmissions & Distribution
Mains ‘ 6.248 371 5.936,583 - 12,184,564
Services 44 G77 236,161 - 381.188
Meters 54,217 231422 . 285836
Hydrants - T4.278 74.275
Other Transmussion & Distribution 3,158 - - 3158
Ofice Furniture ane Equipment 7.243 200 - 7443
Transoonation Eguipment 97,427 - . ST 427
Snop Equipment 27,703 - ‘ - 27763
Communcauons Equipment 7,288 - - 7.258
Fower Cperatad Equipment 20,026 - . 20,028
Water Treatment Equipment 6230 - et 6230
Total Caota’ Assers. Depreciatad £.908 638 7.586. 560 14 485 186
Accumuaied Deprecialion £1.774.203; (275.711) e = f20B3 9740
Other Cantal Asseis Net of : :
Accumuiatad Depreciation $ 5134435 5 7305849 S -5 12441284

-43-




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

3. CAPITAL ASSETS AND DEPRECIATION (CONTINUED)

Balance , Balance
6/30/06 __ Additons Reclassifications B30T

Capital Asseis Not Depreciated:
Land & Construction Work in Progress $ 4,447487 5§ 2475510
Capital Assets Depreciated:

S 6423007

v

Structures & improvemenis 57.558 - - 57,558
Pumping Equipment 9,167 - - 8167
Regervoirs and Standppe 325262 - - 325282
Transmissions & Disticution
Mains 5241289 7080 - 6,248 371
Services 449777 - - 44 977
Meters 54 217 s - 84217
Otner Transmission & Distrbution 3159 - 315G
Offce Fumidwre and Equipment 7243 - 7243
Transportaton Equipment 94 0583 3.584 §7.427
Shop Equinmeznt 22703 5000 . 27 703
Communications Equipment 7208 - 7298
Power Operatsd Cquipmant 20.028 - - 20 CzB
Water Treaument Equipment _ooB@Ese e - BZ23C
Totat Capital Assets. Depreciated §.893 154 15 444 £.608 €38
Accumuisies Depreciaion (1.807.431) 4388772y e o 41 7Es 208
Other Capntat Assats Netof
Accumisated Depreciation § 528575 3 (151.228; -5 52443

[SUR asmrrenars R s . e b S dertias S e it M 2 e i+

2zn of the cost of Capitai Assets 18 charged aganst earnings sach year as deprecialion expense
Tre useful ives employed i the computation of depreciation expense using the straighl-ing method
e

Estimatad
S - J—
Swuctures Transmissions Mamns 15-40 years
Pumping Equipment 15 yoars
Services and Meters 10-40 years
Office Furniture and Equipment 5-20 years
Reserves and Standpipes 40 years
Boostar Stations 25 years
Hydrants 20 years

Sewer
Capital Agsets are stated at original cosl. All assets are capitalized.

Changes in the Capital Assats account are as foliows!

A4
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FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT

NOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

CAPITAL ASSETS AND DEPRECIATION (CONTINUED)

Capital Assets Not Depreciated:

Land & Construction Work in Progress
Capitai Assets Depreciated:
Siructures & Improvements

FPumping Equipment
Collecting Mains
Senvices

Office Furniture and Equipment
Transportation Equipment

Shep Equipment
Treatment Planrt

Tolal Capitai Assets, Depreciated

Accumuisted Depreciation
Other Capital Assets Net of
Accumulated Depreciation

Capilal Assets Not Depreciated.

Land & Consiruction Work in Progress
Cazitat Assets Depreciated:
Struciures & Improvemenis

Pumping Eaupment
Collecting Mars
Services

Office Furntture and Equipmant
Transpartation Eguipment

Shop Equipment
Treatment Plant

Total Capital Assets, Depreciated

Accurnuleted Depreciation
Qther Capiai Assats Net of
Accumulaied Deoreciation

Coliecting Mains

Structures & Improvements -

Furmping Equipment
Services

Office Furniture and Equipment

Treatment Plant

Balance Balance
G/30/07 Additions &/30/08
S 12685870 % 418441 & 545.014
7490 - 7.480
143 838 25 161 168.699
29 308 - 28308
1,866 - 1.868
34 641 - 34 841
41,188 41188
43 780 43 780
13748280 . 13745280
14,050,389 25 181 14 075 550
{4.592 0273 __l3Er e (£.089644)
& ,ﬁ_ﬁé_sfié.@..m. Sm {342 458} £ Q015608 .
Baiance Balance
6/30/08 Addiions 630107
g 105363 & 20207 % 126 570
7.480 - ;480
143 838 143 83g
25 206 29308
1.856 1 866
34 641 34 841
41,188 41,138
43 780 - 43 738G
13748280 - 1274328C
14.050 389 - 14 050 388

(4.223082)

S 9727297 S

(368,835, S

. A3B8.9%5)

_(4,692.027;

9.358.382

Estirnated
Life

040 years

10-30 years
7-15 years
10-20 vears
5-10 years
40 years

b T

Part of the cost of Capial Assets is charged against eamings each year as depreciation expensa
The ussful fives employed in the compulation of depr
are as foliows

sciation expense using the straight-ine method




FLATWOODS - GANDE RUN PUBLIC SERVICE DISTRICT
WNOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

1LONG - TERM LIABILITIES - BONDS AND NOTES PAYABLE

Watar

n

m

o

o2

1996 Revenue Bonds payable at 4.875% interest to the United States Depariment of
Agricuhure ~ Farmers Home Administration (Rural Development} due through 2036,
payable in monthly instaliments of $1.180, including interest These bonds were issued for
additions to the water system and are secured by 2 lizn on the net revenues of the system

14995 Revenue Bongs paysble at 4.875% interest 1o ihe Unitad States Depariment of
Agriculture — Farmers Home Administration. due through 2035, payable in maonthly
inetaiiments of $338, including interest. These bonds were issued for adaitions 1o the water
system and are secured by a lien on the net revenues of the system.

1508 Ravenue Bonds payable at 3% interest to the West Virginia Infrastruciure Fund. due
through 2838, payable in quarterly instaliments of $9.866. including interest These bends
were issued for agdilions to the waler system and are secured by a lien on the net revenues
of the system

o601 Water Revenue Bonds m the principai amount of $2.240.000 dus througn 2041
ayabie n annual mstatiments of $154 234 with interest paid guanery of 2 maxmum of
B5% These bonds were issued for additons to the waler system znd are secured by &
ii=n on the net revenues of the system

D I

In May 2003, the Disirict purchased 2 new pickup iruck and financed it rcugh the Bank of

Gassaway on a five year term at 7 5% interest with monthly payments of $518 14 The truck
serves as collatera on this ican The loan was paid off dunng the June 30, CODE fiscal year

SC0E Senes A Water Revenuz Bonds in the printipal amount of $5 0BZ 827 due inrcugh
2045 from Wes! Virginia Infrastructure Fund payablé in quartery instaliments of 332,241
wan O%s inerest  As of June 30. 2008 and June 30. 2007, 54,852 862 and 54,625 270 ¢fthe
Ioan has been drawn down. These bonds were 13sued for additions 10 the water systern and
are secured by a lien on the net revenues of the system.

5005 Senes B Water Revenue Bonds it the principal amount of $84 180 due through 2007
payabig i two installments with interest 2t 5%. These Sonds werg issued for addibons 10
the water system and are secured by a ked on the riet Tevenuss of e sysiem These bonds
were paid off during the June 30. 2008 fiscal year.

Nole payable with De Lage Landen financing for the purchase ci a Sullair Compressor with
rwelve monthly paymenis of 903 at 0% interest. This note was paid off during the June 30,
2008 fiscal year. .

007 Series A Water Revenue Bonds in the principal amount of not more than $1.014.000
due through 2048, from the WV infrastructure Fund payabie i quanerly instaliments of
38 541 with 0% interest. As of June 30, 2008 and Jurie 30. 2007, $87¢.821 and $28.750 of
the loan has been drawn down. These bonds were issued for additions to the water system
and are secured by a lien on the net revenuszs of the gystem,.

-16-
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FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS {CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

- TERM LIABILITIES — BONDS AND NOTES PAYABLE (CONTINUED)

Sewer

M2

LS

+890-A Revenue Bonds payable at 8.10% interest to the West Virginia Watar Development
Authority. due through 2029, payable in annual instaliments of 398,066, inciuding interast
These bonds were issued for construction of the sewer system and are secured by & lien on
the net revenues of ine sysiem,

192C-B Supplement Revenue Bonds payable to the West Virginia Water Development
Authority. due through 2028, payabie in annual instalimenis of $1 382, without intergst.
These bends were issued for construction of the sewer system and are secured by 3 lien on
the net revenues of the systermn,

1981-A Revenue Ronds pavable at 7 75% interest to the West Virginia Water Development

Authority, due through 2031. payable in annual installments of $22.188 including miarest. on

I

w

October 1% of each year. These bonds were issued for construction of e sewer system
and are szcured by a len on the net revenues of the sysiam,

1851-B Supplemental Revenue Bonds payable 1o the West Virginia Water Digveiopment
Autnonty, due through 2031 payable in annual ins:aliments of $236. withoui nterest These
bonds wee issued for construction of the sewer system and are secured by 5 ler on the nat
YEVENUES OF tne system

1925-C Bond payable al 5 0% interest to the Unted States Dapanmen: of Agriculture -
Farmers Home Adnunisiration (Rural Development) due througr 2530 paysble 1n montnty
nstallments of $5489, incibding Interest  These bonds were iseued for constructon of the
sewe” sysiem and are secured by a lizn on the net revenues of the systemn

1954 Reverue Bones pavable 1o the Wast Virginia Divisicn o Environmental Protection
(Water Poliution Control Revolving Fund Loan), due through 2014, payable in guarteny
mstaimants of $33.105, without interest  These bongs were issued for addmons 1o the
sewer sysiem and are secured by a hen on the net revenues of the system

1957 Revenve Bongs payable to the West Virginia Divisicn of Enviranmental Protection
{Water Poliution Control Revelving Fund Loan), dus through 2018 payable in quarteriy

installments of $5,000, withcut interest These bonds were issued for adations to the sewer .

system and are secured by a fien on the net revenues of the system,

The District has a $103,668% construction line of credst with the Bank of (Gassaway, which
supports borrowing arrangements from the State Revolving Loan Fund. The interest rate on
the line of credit is 8% per annum. The ine of credit is unsecured,

2003 Bond Anticipation Note with BB&T in the amount of 3$509,800. Intersst only payments
currently, pnncipal to be repaid February 28, 2008. These bonds ware issued for additions
to the sewer system and are secured by a llen on the net revenues of the system. The
interest rate is 3.07%

-17-




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2008 AND JUNE 30, 2007

4, LONG - TERM LIABILITIES — BONDS AND NOTES FAYABLE {CONTINUED)
Waler Balance Principat Balance
B/30/07 Advances Reduciion 6/20/08
1606 Series A $ 215023 8 - % 2E82 8 211,344
1098 Senes B 652 625 - 1.087 51.538
10G8 Series B 782.285 . 15,365 768,630
2001 2.085,000 - 40,000 2.045.000
Bank of Gassaway 5,500 _ - 5500 -
2005 Senges A 4 829210 158,815 132.982 4 952 8682
2305 Benss B 42 734 - 42,724 -
2007 Series A 28,750 G47 B71 - 476621
Total $ J‘§‘._u}$5ﬁ,13? §_1.104.488 5 241331 5 9014 287
Water Balance Principal Balance
_ B/30/05_ __Advances __Regucion - B/3007
16596 Sengs A s 218395 S - 5 3372 3 215.023
1496 Serigs B 63620 - g&s 62625
16398 Series B 707208 - 14,813 782.285
2001 2.125.000 - 4G 000 2.GBE.GOD
Rank of Gassaway 11.062 - & 552 5 500
2005 Senes A 2.817.512 2.G11,8%8 - 4926210
2005 Series B B4 180 - 41 448 42734
2007 Searies A - 28.750 - 28 750
De Lage Landan -2 T o Bgve
Total § 6223953 3 2040448 S 113264 &5 & *6_1_:_:“
Waie ) Www__Jy_ﬁ‘e}G‘_g;Qg}_@‘__ R o dune 30 2007
Dus Principal & Dus Pmc:pa: &
Within Intarast WWithin Interest
Bond . _OreYear _PasymenisMade _OneYear = PaymenisMade
1Lo5 Sanes A < 3699 o 13, »*2‘”! 5 3815 % 13.820
1855 Benes B 1.082 4 066 1033 4.068
185 Series B 15.831 386062 15 385 IRBET.
2007 38691 154,234 35.430 154 233
Rark o Sassaway - - 5,500 5216
2005 Se nes A 132.983 132,863 132 983 -
2008 Seres B - 42,734 44 618
Dz Lsge Landen - - - T2T5
2007 Series A 24415 24 415 - -
Total & 215681 3 368.262 S 237,545 & 268,855




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

LONG - TERM LIABILITIES — BONDS AND NOTES PAYABLE {(CONTINUED)

Ail Bonds are secured by @ lien on the net revenues in addition 10 a statutory mortgage hen on all
assels of the District. .

Water

Principal ang interest paymenis on the water bonds are as follows:

_Year ' Principal interest Total
2008 s 216691 5 151,570  § 388,261
2010 219,599 148,663 368,262
2011 222652 145,610 388,262
2012 225865 142,397 388,282
2013 229245 139,017 368.282
2014-2018 1,203,385 637.912 1.841.307
2018.2023 1.318,598 522.708 1.841.307
2024-2028 1.467.418 73.880 1.847.308
2028-2033 1.683.988 181,323 1.665.309
2(34-2038 1.009,115 18.754 1.027.808
2036-2043 796.483 74 756,557
2044-2048 421244 L 421224
Totat 3 9014282 & 2481958 5 11478250
Sewer Balance Principal Balance
LBR%0T - Advances  Reducton  _ 8/30/08
19235 Senes A 5 1.008.837 5 - 8 18.350 S 892 487
1830 Seres B 31378 - 1.354 30014
1551 Seres A 243.372 - 3.453 238 98
1951 Seres B 5.894 - 235 5658
1950 Series C 832,825 - 25412 808113
1854 1,143,150 - 152.420 §80.730
1987 215,600 - 20.000 185,000
Bank of Gassaway 16.940 - 16,840 -
2005 Bond Anticipation 505.0600 - - 50€.000
Totat $ 400709 & -9 236175 8 3770621
Sewsr Batance Principal Balance
6/30i06 Advances Reduction 6/30/07
1990 Senes A & 1023862 3 - 8 15126 5 1,008.837
1990 Series B 32,742 ' - 1.364 31.378
1891 Senes A 248 576 - 3204 243372
1991 Series B 8,129 - 23& 5,864
1880 Series C 857,184 : - 23.658 833,825
1954 1,295,570 - 152,420 1,143,150
1997 . 235,000 - 20,000 215,000
Bank of Gassaway 37,085 - 20,145 18,840
2006 Bond Anticipalion 508,000 - - 508,000
Totat § 4243248 3 - 3 236152 §  4.007.006

-19.
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FLATWOODS - CANCE RUN PUBLIC SERVICE DISTRICT

NOTES OF FINANCIAL STATEMENTS {CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

LONG - TERM LIABILITIES — BONDS AND NOTES PAYARBLE (CONTINUED)

Sewer

1947 Series B
1041 Serigs A
1901 Seres B
1980 Serigs C
1004

18967 -

Bark of Gassaway
2006 Bond Antcipation

Total

Juns 30, 2008

Due Principal & Cue Principal &
Within Interest Witain interest
One Year __Paymenis Made Ona Year  Payments Made
& 17878 8 98,065 § 16,350 3 §7.453
1.264 1.364 1.354 1.364
3.585 22,183 3.328 22,7589
235 235 235 238
26,066 §5 880 24,758 £5.880
152,420 152 420 152,420 152 420
20,000 22,025 26.000 . 22,025
- - 1€.940 20.857
o .508.000 - 506.800 .
$ 730356 5 362,178 S 748202 5 382423

rircipal and interest paymenis on the sewer bonds are &s follows:

EMPLOYEES RETIREMENT SYSTEM

__Poncizal
224 399
227 34%
231 g

) = D
W W

{OF —»

_lnierest

]
TGt o RO = -

-
n
. A

L

§ ISR
L0 Ny PN G £

oin b N O W

IR ) L N
IO & M

367 180

1273457
G2BETE
B75 605
295827

s~ 5701201

AT B b bt

Clzn Cescrptions Contribution Informaton and Funding Policies

Public Employee Retirement System (PERS)
Fiatwoods - Canoe Run Pubiic Service District participates in a state-wide, cost-sharng, multple-
empioyer aefined benefit plan on behaif of employees. The sysiem is administered by agenoias of
ine Siate of West Virginz and funded by contributions from participants. employefs. and state
approprialions, as necessary.

B 14 08 e Bt b



FLATWOODS - CANOE RUN

PUBLIC SERVICE DISTRICT

NOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

5. EMPLOYEES RETIREMENT SYSTEM (CONTINUED)
The foliowing is a summary of efigibility factors, contribution methods, and benafit provisions:
Fublic Emplovees Retirement Sysiem
Elgibility to participate All fullime employees, except those covered by
' other pension plans
Authonty establishing contribution State Statute
obligations and bengfit provisions :
Plan membars contribution rate 4.50%
Munizipality's contribution rate 10.50%
Perod required 1o vest Five Years
Benefits and el.gibibty for distribution A member who has attanzg age 50 and has earned
5 years or more of contributing service or age 55 if
the sum of his/ner.age plus years of credited service
is equal to or greater than 80. The final average
salary (three highest consecutive years in the iast 19)
times the years of servce mes 2% equals the
annual retirement benefi
Delerred retrement porlion No
Provizions for
Ceostof Living No
Death Benefits Yes
Trenc information
Pubhc Employees’ Retrement System (PERS)
Annua: Percentage
.figcalYear  Pension Cost Contributed
6/30/08 3 78.015 100%
6/30:07 3 81,040 106%
&8/36/08 5 71.003 100%
PERS issued a publicy avalable financal report that inciudes financial statements and required
stipplementary informaton.  That information may be obtained by writing to the Pubiic Employees’
Retirement Systermn, Building § Room 1000, 1900 Kanawha Boulevard East Charleston, WV 25305,
6.

COMPENSATED ABSENCES

Accumulated vacation leave is recorded as an expanse and a kability 23 the bensfits sccrue to
employses.  The hability for accumulated vacation ieave has been recorded in accordance with

GAZB Statement Na. 16

District employees eam sick teave benefits which accumulate, but do not vest. The District is not
obligated for sick leave and does not record a liability for accumulated sick leave for empioyees.

21




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS (CONTINUED)
WJUNE 30, 2008 AND JUNE 30, 2007

7. SYSTEM USERS

As of June 30. 2008 and Jung 30, 2007, Flatwoods - Canoe Run Public Sarvice [nstrict served a
total of 1,172 and 1,170 sewer and 1.787 and 1,747 water users.

8. . DEPOSITS AND INVESTMENTS

Custodial Credit Risk - Deposits

Custodial credit nisk 1s the risk that in the event of a bank failure, the Authority's depesits may not be
returned to it. The Authority limits its exposure to custodial credit risk by raquiring deposits o be
collateraiized in accordance with stafe law.  The non-pooied deposits are categonzed (o give an
indication of the level of risk assumed by the Fiatwoods - Canoe Run Public Service District at fiscal
year &nd

The District has no interest rate nsk policy.

June 30, 2008 Jung 34,2007
‘ Boaok Bank Book Bank
Dapository Accounts _Balance Value Balance Value
insured S 259,357 S 285.002 § 252658 s 268 380
Collatersiized by secursies helg by
pleaging tan<'s Trust Depanment
in the District's name - 28,433 358375 356 957
Uminsured ana Uncollatenzed 246047 0 24B04T T e
Totzt Deposits 5 505,404 $ 557482 % 811032 5 828317

8. EXTERNAL INVESTMENT PODLS

Trz Distric: pas 75 accounts with the WY Municpat Bona Commission  Tnese funas are mvested
the Government Money Market Pool al the !nvestmant Managemeri Board ihrougn the Vvest
Vrginiz State Treasury which s @ spemial revenue agency of State Geovernment s under e
maragemen! of an culsice professional investrment manager who has managed the investments for
mare than 16 years  This pool is limited to fult féh and credt US Treasury invesument of less than
13 months maturity. and has an average maturity of 80 days. The poo: 15 a variable rate pool in
which wilerest rates fluctuate monthly. Accounts receive cred from the dale of deposit o the date of
wandrawa! and interest distnbution is calculated on the basis of average daity balance  No intarest
15 earned by accounts with an average monthly balance cf less than S50 intercsl s calcuisied and
pestad to each account on the first day of the following month by computar

Tha following 18 & statemant of inierest samings for the funds of the Commission which were
nvested in the Poaol at the Iavestment Management Board:

Junz 2807 5113% Cictober 2007 4.759% February 2008 3.58%
July 2007 5.11% November 2007 4.87% Warch 2008 3.18%
August 2007 5.18% December 2007 4.57% Aprit 2008 2.59%
Seplember 2007 5.01% January 2008 4.31% May 2008 C2.33%

Tha average interest rate for the years was 4.20%.

e



8.

16.

11.

12.

13.

14,

FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUKNE 30, 2008 AND JUNE 30, 2007

EXTERNAL INVESTMENT POOLS (CONTINUED)

The MBC accounts are composed of the following:

June 30. 2008 Water Sewer - Total
MBC Revenue Account  $ 78258 § 3828 $  R3188
MBC Reserve Account - 214134 48,206 282 430
Total §& 203392 § 52224 5 345818
June 30. 2007 Water Sewer Total
MBC Revenus Account § 127472 & 71344 S 198,815
MBC Reserve Account 221824 26.253 248.077
Totai & 349286 $ 97507 % 445,803

RISK MANAGEMENT

All lusses are covered by commercial msurance except for employee injunes which are covered by
the Brekstreet Insurance Company.  Settlement amounts have not exceeded nsurance coverage
for the current year or the three prior years ‘

BOND ISSUANCE COSTS

Costs are being amortized over the life of the loan. Amortzaten expense for the
e
&

B

Bond issuance
=
o~

penod was £5 1

CONSTRUCTION PROJECT

As of June 30. 2008 and June 30. 2607, the Disinct was working on twz water Ine extenson
proects Both water prosects were completed by June 30, 2668 The toliowing amoun: remained o
the contracts as of June 30 2008 and June 30 2007

June 30, 2008 . Aune 30,2007
JDutstanding Balance __ Ouwtstanding Balance
Waer Expansion  $ ] - & 128839

ACCRUED CONDEMNATION SETTLEMENTS — SEWER FUND

As cf June 30 2008 and June 3¢, 2007, the District was involved in several property condemnauon
proceedings with regard to the sewer collector system. Based upen iocal reat estate appraisal,
management estimates thal the iotal seftlement costs relating to these propety condemnation
procesdings will be approximately $18.051.

SIGNIFICANT CUSTOMERS

At June 30, 2008 and June 30, 2007, Flaiwoods ~ Cance Run Public Service District had sales to
onhe Customer that exceeded 10% of its gross sales for the years then ended. The following 1s a list

‘of sales to this customer:

June 30, 2008 June 30, 2007
Sales % of Sales Sales % of Sales
Customer A S 224 440 . 21% - % 218 844 21%

223-
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- FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS {(CONTINUED]
JUNE 30, 2608 AND JUNE 34, 2007

TECHNICAL DEFAULT

Flatwoods - Canoe Run Public Service District is in technical default on their ponds because of the
failure fo have adequate debt service coverage as of June 30, 2008 and June 30, 2007 The
hondnolders have a right to call for payment of the bonds, thus making the bond liability a short-term
obligation. However. the boncholders have given no indication of exercising thew nght, ang the
hability is classified as jong-term less the current portion on the statement of net assels.

PRIOR PERIOD ADJUSTMENT- JUNE 30. 2007

: __\Water Sewer
Beginning Net Assets § 2550448 S 6.365.544
Adjugtrents

Agcrued Interest {32.009) {20,735}
Construction Work in Progress 1,500,600 -
Sewer Anticipation Note - 5363
Municipa! Bond Commission ) e f24avy)
Beginning Net Assets Restawed $ 4018437 5 6326707

Tris resued in an increase of 51.473.354 in prior year change 1n nat assets

INTERFUND BALANCES

Imteriund balances were used for construzion actvilies

OTHER POSTEMPLOYMENT BENEFITS

in agdinon to the pension benefits resoluticns of the Distnct and State stalutes have provided for
cenain postemployment benefts, other than pension penefits, o be provided (o retirees of they
benefic.aries through the WY Pubiic Employes insurance Agency. The District funds a1l District
CORNBULSAS ON 8 [aY-25-yCu-go basis. Such benefils are primarily funded through paymants
from tre District's Operatng Fund  Post-retirement benefits consist of health care bensfils and
life insurance {or covered employeas,

Funoing Policy,  The District's contribution is based on projected pay-as-you-go financing
requrements  For fecal year 2008. the District contribuled $31.716 o the plan  Employess are
not requited to make contributions for basic ife insurance.

Annua!l OPEE Cost The District's annual OPEB cost (expense) for the plan is calculaied based
on the annual required contnbution of the employer (ARC), an amount aciuarially determined In
accordance with the parameters of GASB Statement No. 45, The ARC represents = level of
funging thal, if paid on an ongoing basis, is projected to cover normal cost each year and (o

-amortize any unfunded actuarial liabilities {or funding excess) over a period not o exceed thirty

nnnnn
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FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS {CONTINUED)
JUNE 30, 2008 AND JUNE 20, 2007

OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Actuarial valuations of an cngoing plan involve estimates of the value of reportad amounts and
assumptions about the probability of cceurrence of events far into the future. Examples include
assumptons about fulure empioyment, mortality, and the healthcare cost frend.  Amcunls
determined regarding the funded status of the plar and the annual required contributions of the
employer are subject to continual revision as actual resulis are compared with past expectations
and new estmales are made about the future. The schedule of funding progress presented as
reguired supplementary information following the notes to the financial siatements. presenis
muitiyezr trenc information about whether the acluarial value of plan assels is increasing or
decreasing over fime relative to the actuariai accrued liabilibes for benafits '

Aciuanal Methods and Assumnplions. Projections of benefits for financial repcriing purposes are
based on the substantive plan (the plan as undersiood by the employer and the plan members)
and nclude the types of benefits provided at the time of each valuation and the histoncal pattern
of shanng of benefit costs between the employer and plan members to that point. The actuarial
matnods and assumptions used inciude techniques that are designad to reduce the effects of
short-term votabihty in actuarnial accrued lisbilhes and the actuarial valie of assels, consisient witn
the long-term perspective of the caiculations

The following lanle shows the components of the Districts annual OPER cost for the year. the
amount actualy contributed o the Plans, ang changes in the Distnet s net OPEE obligations as
well as the assumplions used to caiculate the net OPEB obligation for 'welve covered empioyees
and no relired empioyses. :

Annuat reguired coninbution 3 67.215
irterest on net OPEER obhiigation -
Adjustment to anaual requered comnsution ) T

Aracai OPER cost ' 87313
Cuntributions made o iAB 322
increase (decrease) in nat OPEB cbigslion 17.683
Net OPEB cbhgation {assst) beginming of year e -
Net OPEB cbligation (asset) end of year 3 17,993
Actuzsnal valvaton date B8/30/07
Actuanal cosi method Entry Age
Amortization method Level Dollar
Asset valuation method ' Smoothed Market Approach
Remaining amortization pericd ' 30 years

Actuarial assumplions:

Investment rate of return 4.5%
Projected salary increases -1 4.6%-58%
Health care inflation rate ~ 8.3% in 2008, grading (o 6% in 2027




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
NOTES OF FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND JUNE 30, 2007

18. OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Three-Year Trend Information

Annual OFPEB Perceniage of Net OPEB
._fear Ending Cost(ACC; ~ _AQC Comiibured  Obligation [Assets
June 30,2068 & 87,315 3% 0B 17 993
June 30. 2067 MIA N#A NiA
Jung 30, 2006 - NIA NIA NIA

NiA& — Not Applicable, 2008 is implemeniation year for GASE Statement No 45
GASE Stalement No. 45 was applied progpectvely.
PEIA issued a publicly availabie financiat report thal inciudes financial statements and required

supplementary information.  That information may be obtaned by wrting 10 the Fubdlic Employses’
ins.rance Association Buiding 5. Room 1000. 1900 Kznawha Boulevard East. Charleston. WV

25308
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS




GARY K. BENNETT, MBA-CPaA
CERTIFIED PUBLIC ACCOUNTANTS ZACHARY D. DOBBING, CPA
317 Cleveland Avenue
Fairmoni, WV 26553-1604
Telephone: {304) 366-4295  Fax: (304) 5366-1311

Bennett & Dobbins rLiC l

January 5, 2008

Board of Direciors
Flatwooos - Cance Run Public Service District
Sutton, WestVigina

"REPORT ON INTERNAL CONTROL OVER FINANCIAL
. REPORTING AND ON COMPLIANCE AND ODTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of Flatwoods - Canoe Run Pubihic Service District as of anc
for the year endad June 30, 2008 and have issued our repon thereon gated danuary 5, 2009, We conductad
sur audic in accordance wath audiung standards generally accepted in the United Smaes ¢f America and the
siangatas applicable to finangial audits contained v Goyernment Audiing Stangargs. issued by the
Comntrclier General of tre United Staies.

internal Corvrzl Gver Financial Reporhing

in planning and cerforming our audit. we considered Flatwoods - Canoe Run Pubic Senvice District's
miernat contrs! over Gnancial reporling as a basis for desgring our audiing procedures for the parpose cf
expressng cul CEnon on tne financ.ai statemenis, tut nct for the purpose of exniassing an opiron on the
sHectvensss of Elatwoods - Canoe Run Public Service Distict's inierna: conire! over financial reporing
Accordirgly we do not express an opiman on the efiectiveness of Flanwoods - Cance Run Public Service
[ustrict's Internai control ovar financial reporung.

Sur consiseration of inwernal control over financiai reporting was for the purpose described .n the
preceting oaragraph and would not necessanly igentily el deficiencies in mermal contot over financ.al
reporting nat might te significant deficiencies or material weaknesses However. 2s giscussed below we
centfied ceran defciensies in internal controt cver firancial reporting that we sonsider fo be significan
deficiencies

A controt deficiency exists when the design or operation of a control does not aliow management or
empioyees in the normal course of performing thewr assigned functicns, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the enfity's ability to initiafe, authorize. record, process. of report financial data relisbly in
accordance with generally acceplad accounting principies such that there is more than g remote likelihood
inat a misstalement of the entity's financial statements that is more than inconsequential wit not be
prevented or detected by fhe entity's internal control.  We consider the deficiency described in the
accompanying schedule of findings and responses to ke a significant deficiency in internal control over
Enancial repering as items 08-1 and 08-2.



Flatwoods - Canoe Run Public Service District
January 5, 2008
Page 2

A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits
i more thar a remcte lkelihcod that a3 materal misstatement of the financial statements will not be
presented or detected by the entity’s intemat control. Our consideration of the internai control over financial
reporting was for the limited purpose descnbed in the first paragraph of this section and would not
necessarily identfy all deficiencies in the internal control that might be significant deficencies and.
accordingly. wouid not necessarily disclose all significant deficisncies that are also considered to be material
weaknesses. However. of the significant deficiencies described above, we consider item 08-2 i be a
material weakness

Compliance and Qther Matters

As part of obtaining reasenable assurance aboul whether Flatwoods - Cance Run Public Service
Dsstnct's financiai statements are free of matenal misstatement. we performed tests of its compliance with
certain provisions of laws. regulations, contracts and grant agreements. nencompliance with which could
have a direcl and maienal effect on the determination of financial statement amounts. However, providing an
opinion cn compliance with those provisions was not objective of our audit and. accordingly. we do nat
Express such an opinion. The results of our tests disclosed instances of noncomphance or other mattars that
ere required 1o be reported under Government Audiing Siandards and which zre described in the
accompanying Schadule of Findings and Responses as iterns 08-3. 084, 08-5. D88, $8-7. 08-8. 08-8 08-10
and 08-11

Flatwoods - Canoe Run Public Service District responses to the findings idenufied in our sudit are
descnbed in the accompanying scheduis of findings and responses  We did not aud! Flatwooas - Cance
Run Pubiic Senvice District responses and accordingly, we express no opinion on then:

Tns repot s intended solely for the mformation and use of management. the Boara of Directors of
Fiztweozz - Canoe Run Public Sarvice District Ine Pubhc Service Commission of Wast Virging, WV Siate
Acaiters Office WV Water Development Authonty and Rural Development and 1s not imended 1o be and
snoulc not UE used Dy anyone other than these specifisd paries. Mowever, in acooraance win West ViIrGinis
Code 6-8-9a this repon is 3 malter of public record and s distnsution is not mited

Beanctt & Dobbins FLLE

Bennett & Dobbins PLLC

28




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT

081

CONDITION.

RECOMMENDATION

FESPEONSE OF GOFFICIALS

08-2

CONDITION

CRITERIA

RECOMMENDATION.

RESPONSE OF OFFICIALS:

SCHEDULE OF FINDINGS AND RESPONSES

YEAR ENDED JUNE 30, 2008

SEGREGATION OF DUTIES

Responsibility for approving, executing, and recording iransactions and
custody of the resulting asset arising from the transacticn is.not assigned 10
separate individuais. This is a repeat finding from orior years,

An internal control system thal has appropriate segregation of duties. The
Organization has implemented limited controls with the available staff,

The Organization has fimited staff to segregate duties propery.

Recause of the failure to segrepate dulies. internal control elements do net
reduce to a relativaly low level the risk thet irreguiarities in amounts that would
b malerial in relaton 1o the financial stalements being audited may occur and
rot be detecten wihin & tmely period by employees in the normal course of
performing their assigned functions. ‘

Respensipiizes of approval execution. recording and custedy should be
distnibuted among the office staff to ne best degree pessibie  However. we
recognze that complate segregation of dutizs 15 not economucally feasible for
tra Organization.

Trne Board will segregate duties 2s much as possitle with the kmited stalf
av‘aliable

MUNICIPAL BOND COMMISSION RECONCILIATIONS

I was determuned during this examinaion trat the (rganization failed 1o
reconcie Municipa: Bond Commission stalements 1o the general ledger

Adeguate mlernal controb  dictates  tnat Municipai  Bond  Commussion
reconohations be prepared and reconcilec o he aeneral iedger for all

accounts -

The Organizaticr does not reconcle general ledger mvesiments with the
Municipal Bond Commissicn staterment.

There was a maieria misstatement in the genera: ledger.

Municipat Bond Commission statements should be reconciled on a quarerly
basis and the amount agreed to the general ledger baiance for nvesiments.

The Organization will correct this finding.



FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED)

08-3

CONDITION.

CRITERIA
- CAUSE’
EFFECT

RECOMMENDATION.

RESPOHSE OF OFFICALS

08-4

CONDITION

CRITERIA

CAUSE

FEECT

m

RECOMMENDATION

RESPONSE OF OFFICALS

YEAR ENDED JUNE 30, 2008
PLEDGING OF COLLATERAL FOR CASH ACCOUNT
ft was noted during the audit the District has caesh accounts in excess of
F.D.I.C. coverage without adequate pledged assets that is in violation of WV
Code Section 12-1-5. This is a repeat finding from prior vears
The bank would pledge a surety bond to cover the excess amounts.
The bank failed 10 issue an adequate bond for pledging

The cash balances al June 30, 2008 were not ao‘equatéiy prolected.

The Distnet should assure itseff that at least quarterly all of its cash assets n
excess of F.D |.C coverage are collaterally pledoed at the financial institutions.

The District will get the necessary coverage.

FAILURE TO ADOPT A BUDGET

The District didd not adopt a buaget by May 15. 2008 for the next fiscal year as
required by the bond covenants  This is & repeat hinding from prior years,

A budget! must pe adopted 30 days prior to year end.

Review of Board minutes revealed the District faileo to acopt the budge! for the
fiscal year as requrred by the bond covenants unil June. 2008,

The Distnict has no spending plan for the fiscal year as required by stale law in
a timely manner

The Board of Directors are cireciad to adopl & tentative budge! for the ENSuNg
fiscal year forty fiva days prior to the beotnmng of the ezch fiscal year as’
required by the oond covenanis.

The manager is currently working toward adopting a budget on a maly basis




FLATWOOQDS - CANOE RUN PUBLIC SERVICE DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED)

08-5

CONBGITION;

CRITERIA

CAUSE.

EFFECT:

RECOMMENDATION

RESPONSE OF OFFICALS

08-6

CONDITION

CRITERIA

YEAR ENDED JUNE 30, 2008
DEBT SERVICE COVERAGE
The bond covenant requires 115% debt service coverage for wawer and
sewer. The District's current coverage is 88% for sewer and 71% for water.
This 1s & repeat finding from prior years.
Adequate rates will be maintained to achieve the required coverage.
insufficient rates.
Violahon of bond covenant that results in techmcal defauit on the bend
The Distict snould seek a rate increase to cure this technicai default
The [Distnict is applying for a rale increzse in ne sewer fund and just
implemented a waler rate increase.

NON-FILING OF MONTHLY FINANCIAL REPORT

During compliance testng it was notes the monthly hnancial repons ware not
being filed as required  This)s a repeat finding from prior years

Ag 2 reguirement ¢f ‘he WV VWater Developmant Authority 10an agresment
he District is required 1o file monthly fimanciat renons by the 107 day of each
month commencing on the dale contracts are execuled and twe years
‘oliowing the compigtion of the project

Unknown

Tris cowd r23ult in the Distnet not being able to obiair furtner funding from
WY Water Devetopment Authdnty

The Distr:cl should immediately begin fing the mentyy financial repcrts

Tne Distrct wil begm filing the zequued form on & montnly pass for the
prescribed ime frame n the foan agresmant
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a8-7
CONDITION:
CRITERIA

CAUSE:

EFFECT.

RECOMMENDATION:

RESPONSE OF OFFICALS

08-8

CONDITION.

RECOMMENDATION

RESPONSE OF OFFICALS

YEAR ENDED JUNE 30, 2008

UNAUTHORIZED EXPENDITURES

The Distnct paid cash to a retiree.

The District would pay empioyees in the form of a paycheck
Lack of knowiedge of the RS Rules

The District has made purchases in violation of law. '
Discontinue this practice in the future.

The Board will discaninue this practice in the futura,

INBUFFICIENT RATES — WATER SYSTEM

it was noted during this audd that the rates the Distnct charges for waker
service are not sufficient to provide adeguate ded! service coverage,

Wasi Virginia Code 8-19-4 states in part that,

The rates or charges 1o pe charged for the $ervices frans such waterwarks
or elecinc power systern shall be sufiicient at ali times o provide for the
payment of interest upon all bonds and to creaie a sinking fund to pay the
princ:pal therecf as and when the same become due and reasonabie
reserves tharefore and to provide for the repar. mamienance. and operator
ot the waterworks or electric power systary and to provide an adequate
depreciation fund and to make any other gayreents which shail be required or
provided for in the order authorizing the issuance of said bongds "

The District did nol estabiish water rates tugh enough 10 meet ali general
obhgations of tha water and sewer system,

The violation causeda the Distnct 1o ncwr a net ioss in the Water Fund for the
curren! year and o be n violation of the state code.

The District officials are directs¢ 10 review this stalute and comply with the
provisions set forth theren,

The Distnct recelved a rats increzse subsequient ta year end




FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES {CONTINUED)

08-g

CONDITION:

CRITERIA.

CAUSE,
EFFECT

RECOMIAENDATION:

RESPONSE OF OFFICALS

08-10

FEECOMMENDATION

RESPONSE OF OFFICALS:

YEAR ENDED JUNE 30, 2008

INSUFFICIENT RATES -- SEWER SYSTEM

it was noted during this audit that the rales the District charges for sewer
service are not sufficient to provide adequate debt service coveraga,

Wast Virginia Code 8-19-4 states in part that.

“... The rates or charges to be charged for the services from such waterworks
or electric power system shall be sufficient at ali tmes io provide for the
payment of interest upon afl bonds and to creata a sinking fund 1o pay the
principal thereof as and when the same becoms due. and reasonable
reserves therefore. and o provide for the repair, maintenance. and operaticn
of the waterworks or electric power systerr, and o provide an adequate
depreciation fungd, and 10 make any other payments which shafl be required or
provided for in tha arder authorizing the issuance of said bonds ™

The Distnict did not esiablish sewer rates high enougnh 1o meel all general
obligations of the water and sewer system.

The violatioh caused the District {0 incur & net loss in the Sewer Fund for the
current year and 10 be 1in violsuon of the staie cade

The District officials are dicected 1o review this siatute and comply with the
provisions set forh therein,

The District received a rale increase in the sewer fund subsequent to the end
of the year

RESERVE FUND- WATER & SEWER

The bond covenants require payments 1o a “eserve tund unli n reaches he
requfed amount by the pond covenant. A3 of June 30 2008 there were
insufficient funds and letiers of cred.t for these accounts

Trese accounts would be funded in accordarce with the tond covenants
The District did not have adeguate creraling revenues

The District did not have adequate oparaling "evenues

The District sheuld fund this account

Per discussion with the District this account is currently being funded.



FLATWOODS - CANOE RUN PUBLIC SERVICE DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED)

08-11
CONDITIONM

CRITERIA

RECOMMEMNDATION.

RESPONSE CF QFFICALS

YEAR ENDED JUNE 30, 2008

UNAUTHORIZED EXPENDITURES

The District purchased flowers i violatior: of WV Code Secuon 11-8-26.
The District would pay for flowers personaily

Lack of knowledge of State Code.

The Distrct has made purchases in violation of taw

Discontinue this practice in the future.

The Board will discontinue this practice in the future.
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FLATWOODS - CANDE RUN PUBLIC SERVICE DISTRICT
SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2008

- Title i Status
Segregation of Duties Uncorrecled
Pledging of Coliateral for Cash Account uncorrected
Failure 1o Adopt a Budget Uncorrected
Datt Service Coverage Uncorrested
Nen-Fiing of Monthly Financial Repont Uncorrected
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APPENDIX C
Form of Opinion of Bond Counsel
August 21, 2009

Flatwoods-Canoe Run Public Service District (West Virginia)
Water Revenue Bonds, Series 2009 A (Bank Qualified)

Flatwoods-Canoe Run Public Service District  West Virginia Water Development Authority
Sutton, West Virginia Charleston, West Virginia

Crews & Associates, Inc.
Charleston, West Virginia

Ladies and Gentlemen:

We have examined a record of proceedings relating to the issuance by
Flatwoods-Canoe Run Public Service District (West Virginia) (the “Issuer”) of its
5 in aggregate principal amount Water Revenue Bonds, Series 2009 A
(Bank Qualified) (the “Series 2009 A Bonds™).

The Series 2009 A Bonds are issued under the authority of and in full
compliance with the Constitution and statutes of the State of West Virginia, including
particularly. Chapter 16, Article 13A of the West Virginia Code of 1931, as amended
(the “Act™) and a Bond Resolution duly adopted by the Issuer on August 10, 2009, as
supplemented by a Supplemental Parameters Resolution duly adopted by the Issuer on
August 10, 2009 (collectively, the “Resolution™) and are subject to all the terms and
conditions of the Resolution. All capitalized terms used herein and not otherwise
defined shall have the meanings ascribed thereto in the Resolution.

The Series 2009 A Bonds are issued in fully registered form, are dated
August 21, 2009, upon original issuance, mature on September | in years and amounts
and bear interest payable each March 1 and September 1, commencing September 1,
20, as follows:

Bond Maturity Principal Interest
No. Date (September 1) Amount Rate CUSIP No.

The Series 2009 A Bonds are subject to optional and mandatory sinking
fund redemption prior to maturity on the dates, in the amounts and at the redemption
prices set forth in the Resolution.



The Series 2009 A Bonds are issued for the purposes of (i) paying the costs of acquisition
and construction of certain additions, betterments and improvements to the System; (i1} funding
the Series 2009 A Bonds Reserve account; (iii) capitalizing a portion of the interest due on the
Series 2009 A Bonds to September I, 20 ; and (iv) paying the costs of issuance of the Series
2009 A Bonds.

The Series 2009 A Bonds have been sold to Crews & Associates, Inc. (the
“Purchaser™), pursuant to a Bond Purchase Agreement dated August _, 2009, and accepted by
the Issuer (the “Purchase Agreement™).

As to questions of fact material to our opinion, we have relied upon representations
of the Issuer, the Purchaser and other entities contained in the Resolution, the Tax and
Non-Arbitrage Certificate and the Continuing Disclosure Agreement and in the certified
proceedings and other certifications of certain officials furnished to us without undertaking to
verify the same by independent investigation.

Based upon the foregoing, and assuming compliance with the covenants of the Issuer,
the Purchaser and other entities pertaining to tax matters set forth in the Resolution, the Tax and
Non-Arbitrage Certificate and the Continuing Disclosure Agreement and with certain certificates
delivered in connection with the issuance of the Series 2009 A Bonds, we are of the opinion,
under existing law, that:

1. The Issuer is a duly created and validly existing public service district and public
corporation under and pursuant to the laws of the State of West Virginia, with full power and
authority to adopt the Resolution, enter into the Continuing Disclosure Agreement and the
Purchase Agreement, perform its obligations under the terms and provisions thereof and to issue
and sell the Series 2009 A Bonds, all under the provisions of the Act and other applicable
provisions of law. '

2. The lIssuer, through its governing body, has legally and effectively adopted the
Resolution, has authorized, executed and delivered the Purchase Agreement and the Continuing
Disclosure Agreement and has issued and delivered the Series 2009 A Bonds to the Purchaser
pursuant to the Purchase Agreement. The Resolution is in full force and effect as of the date
hereof. ‘

3. Assuming due authorization, execution and delivery by the other parties thereto,
the Purchase Agreement and the Continuing Disclosure Agreement constitute valid, legal,
binding and enforceable instruments of the Issuer in accordance with their respective terms; and
the Series 2009 A Bonds, subject to the terms thereof, constitute valid and legally enforceable
limited obligations of the Issuer, payable and enforceable in accordance with their terms and the
terms of the Resolution, and are entitled to the benefits of the Resolution and the Act.

4. Under existing laws, regulations, published rulings and judicial decisions of the

United States of America, as presently written and applied, the interest on the Series 2009 A
Bonds (including original issue discount properly allocable to owners of the Series 2009 A
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Bonds) is excludable from gross income of the owners thereof for federal income tax purposes .
and is not an item of tax preference for purposes of the federal alternative minimum tax imposed
upon individuals and corporations. In addition, interest on the Series 2009 A Bonds is not taken
into account in determining adjusted current earnings for purposes of computing the alternative
minimum tax on corporations. Ownership of tax-exempt obligations, including the Series 2009
A Bonds, may result in collateral federal income tax consequences 10 certain taxpayers,
including without limitation, financial institutions, property and casualty insurance companies,
individual recipients of Social Security or Railroad Retirement benefits, and taxpayers who may
be deemed to have incurred or continued indebtedness to purchase or carry such obligations. We
offer no opinion as to such collateral tax consequences. Prospective purchasers of the Series
2009 A Bonds should consult their own fax advisors as to such consequences. The opinions set
forth above are subject to the condition that the Issuer comply, on a continuing basis, with all
requirements of the Internal Revenue Code of 1986, as amended, and regulations thereunder (the
“Code”) that must be satisfied subsequent to issuance of the Series 2009 A Bonds for interest
thereon to be or continue to be excludable from gross income for federal income tax purposes
and all certifications, covenants and representations which may affect theé excludability from
gross income of the interest on the Series 2009 A Bonds set forth in the Resolution, and the Tax
and Non-Arbitrage Certificate.  Failure to comply with such Code provisions or such
certifications, covenants and representations could cause the interest on the Series 2009 A Bonds
to be includable in gross income retroactive to the date of issuance of the Series 2009 A Bonds.
We express no opinion regarding other federal tax consequences arising with respect to the
Series 2009 A Bonds except as expressly set forth in paragraph 5.

5. Under the Act, the Series 2009 A Bonds are exempt from taxation by the State of
West Virginia and the other taxing bodies of the State, and the interest on the Series 2009 A
Bonds is exempt from personal and corporate net income taxes imposed directly thereon by the
State of West Virginia.

6. The Series 2009 A Bonds are exempted securities within the meaning of
Section 3(a}(2) of the Securities Act of 1933, as amended, and the West Virginia Uniform
Securities Act, as amended, and it is not necessary, in connection with the public offering and
sale of the Series 2009 A Bonds, to register any securities under said Securities Acts.

7. The Series 2009 A Bonds have been duly authorized, issued, executed and
delivered by the Issuer and are valid, legally enforceable and binding special obligations of the
Issuer, payable from the Net Revenues of the System referred to in the Resolution and secured
by a first lien on and pledge of the Net Revenues of the System, on a parity with the Issuer’s: (i)
Water Revenue Bonds, Series 1996 A (United States Department of Agriculture), dated June-12,
1996, issued in the original aggregate principal amount of $240,000; (ii) Water Refunding
Revenue Bonds, Series 1996 B (United States Department of Agriculture), dated June 12, 1996,
issued in the original aggregate principal amount of $70,000; (i) Water Revenue Bonds, Series
1998 B (West Virginia Infrastructure Fund), dated September 24, 1998, issued in the original
aggregate principal amount of $890,000; (iv) Water Revenue Bonds, Series 2001 (Bluefield Area
Extension Project), dated October 18, 2001, issued in the original aggregate principal amount of
$2,240,000; (v) Water Revenue Bonds, Series 2005 A (West Virginia Infrastructure Fund), dated
December 8, 2005, issued in the original aggregate principal amount of $5,085,825; and (vi)



Water Revenue Bonds, Series 2007 A (West Virginia Infrastructure Fund), dated April 24, 2007,
issued in the original aggregate principal amount of $1,014,000, all in accordance with the terms
of the Series 2009 A Bonds and the Resolution.

8. The Issuet has designated the Series 2009 A Bonds as “qualified tax-exempt
obligations™ for the purposes of Section 265(b)(3) of the Code. - '

It is to be understood that the rights of the holders of the Series 2009 A Bonds and the
enforceability of liens, pledges, rights or remedies with respect to the Series 2009 A Bonds, the
Resolution, the Continuing Disclosure Agreement and the Purchase Agreement are subject to
any applicable bankruptcy, reorganization, insolvency, moratorium or other similar laws
heretofore or hereafter enacted affecting creditors’ rights or remedies generally, and that their
enforcement may also be subject to the application of public policy, general principles of equity
and the exercise of judicial discretion in appropriate cases. '

We have examined the executed and authenticated Bond Nos. R-1 through R-_ of
said issue, and in our opinion, said Series 2009 A Bonds are in proper form and have been duly
executed and authenticated.

Very truly yours,

STEPTOE & JOHNSON PLLC.
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APPENDIX D
Form of Centinuing Disclosure Certificate
$2,175,000 :
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS
SERIES 2009 A (BANK QUALIFIED)

CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (this “Gertificate™) is delivered this 21% day of
August, 2009, by the Flatwoods-Canoe Run Public Service District (theé “District™), in connection
with the issuance of its $2,175,000 Water Revenue Bonds, Series 2009 A (Bank Qualified) (the -
“Series 2009 A Bonds™). The Series 2009 A Bonds are being issued pursuant to a Bond Resolution
approved by the District on August 10, 2009 (the “Resolution”). The District covenants and agrees
as follows:

SECTION 1. Purpose of Certificate. This Certificate is being executed and delivered by
the District for the benefit of the holders and beneficial owners of the Series 2009 A Bonds and in
order to assist the Underwriter in complying with SEC Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Resolution and the
Bond Purchase Agreement, which apply to any capitalized term used in this Certificate unless
otherwise defined in this Section. the following capitalized terms shall have the following
meanings:

“Annual Financial Information™ means the financial information (which shall be based on
financial statements prepared in accordance with generally accepted accounting principles
(“GAAP™)), provided at least annually, of the type included in those sections of the final official
statement with respect to the Series 2009 A Bonds attached thereto as Appendix B, which Annual
Financial Information shall include Audited Financial Statements if available on the due date set
forth herein, and, if not then available, unaudited financial statements.

“Audited Financial Statements™ means the District's annual financial statements, prepared
in accordance with GAAP, which financial statements shall have been audited by a firm of
independent certified pubiic accountants.

“Beneficial Owner” shall mean any person who has the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any the Series 2009 A Bonds (including
persons holding the Series 2009 A Bonds through nominees, depositories or other intermediaries).

“Dissemination Agent” shall initially mean the District and any later appointed

Dissemination Agent or any successor Dissemination Agent designated in writing by the District
and which has filed with the District a written acceptance of such designation.
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“EMMA” means the Electronic Municipal ‘Market Access systemn described in 1934 Act
Release No. 59062 and maintained by the Municipal Securities Rulemaking Board for purposes of
the Rule.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Certificate.

“National Repository” shall mean the Municipal Securities Rulemaking Board, Washington,
D.C., the sole Nationally Recognized Municipal Securities Information Repository for purposes of
the Rule, effective as of July 1, 2009.

“Purchase Contract” shall mean the Bond Purchase Agreement dated August 1, 2009,
between the Underwriters and the District, by which the Underwriter offered to purchase the
Series 2009 A Bonds from the District upon the terms set forth therein.

“Repository” shall mean each National Rebository and the State Repository.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commmission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“Series 2009 A Bonds” shall mean the $2.175,000 Water Improvement Revenue Bonds,
Series 2009 A (Bank Qualified).

“State” shall mean the State of West Virginia.

“State Repository” shall mean any public or private repository or entity designated by the
State as the state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission. As of the date of this Certificate, there is no State Repository.

“Underwriter” shall mean Crews & Associates, Inc., the original underwriter of the Series
2009 A Bonds, who is required to comply with the Rule in connection with offering of the Series
2009 A Bonds.

SECTION 3. Provision of Annual Reports.

- {(a) The District shall, or shall cause the Dissemination Agent to, not later than 150 days
after the end of the District’s fiscal year (presently June 30), commencing with the report for the
Fiscal Year ending June 30, 2009, provide to each Repository Annual Financial Information and
Audited Financial Statements, which are consistent with the requirements of Section 4 of this
Certificate. The Annual Financial Information and Audited Financial Statements may be submitted
as a single document or as separate documents comprising a package, and may cross-reference other
information as provided in Section 4 of this Certificate. If the District's fiscal year changes, the
District shall give notice of such change in the same manner as for a Listed Event under Section

5(a).

() Not later than fifteen (15) Business Days prior to said date, the District shall provide
the Annual Financial Information and Audited Financial Statements to the Dissemination Agent (if




other than the District). If the District is unable to provide to the Repositories its Annual Financial
Information and Audited Financial Statements by the date required in subsection (a), the District
shall send a notice to the Repositories, in substantially the form attached as Exhibit A.

(c) The Dissemination Agent shalk:

() determine each year prior to the date for providing the Annual Financial
Information and Audited Financial Statements the name and address of each Repository; and

(i) if the Dissemination Agent is other than the District, file a report with the
District certifying that the Annual Financial Information and Audited Financial Statements have
been provided pursuant to this Certificate, stating the date it was provided and listing the
Repositories to which it was provided. : '

‘ - '(d)' " Effective on Jufy 1, 2009 and thereafter, all documents provided to the Municipal
Securities Rulemaking Board shall be provided in an electronic formant and shall be
accompanied by identifying information as prescribed by the Municipal Securities Rulemaking
Board.

SECTION 4. Content of Annual Finéncial Information and Audited Financial Statements.
The District's Annual Financial Information and Audited Financial Statements shall contain or
include by reference the following:

{a) Within ninety (90) days after receipt by the District of the District’s fiscal year
ended June 30, 2009 fiscal year and each subsequent fiscal year, for delivery to each Repository in
the format required by the Rule, unaudited general purpose financial statements of the District. and

(b)  Within one hundred fifty (150) days of the District’s fiscal year ended Junc 30.
2009, and each subsequent fiscal year, for delivery to each Repository in the format required by
the Rule, such information and data of the District for the prior fiscal year, including (1) the
audited financial statements, prepared in accordance with generally accepted accounting
principles in effect from time to time, and (ii} actual data of the type found in the Official
Statement under the caption “THE SYSTEM - Historical and Proforma Revenues, Expenses and
Coverages.”

Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the District or related public entities,
which have been submitted to each of the Repositories or the Securities and Exchange Commission.
If the document included by reference is a final official statement it must be available from the
Municipal Securities Rulemaking Board. The District shall clearly identify each such other
document so included by reference. :

SECTION 5. Reporting of Significant Events.
(a) Pursuant to the provisions of this Section 5, the District shall give, or cause to be

given, notice of the occurrence of any of the following events, if applicable, with respect to the
Series 2009 A Bonds, if matenial:



1. principal and interest payment delinquencies;

2. non-payment related defaults;

3. unscheduled draws on debt service reserves reflecting financial difficulties;
4. unscheduled draws on credit enhancements reflecting financial difficulties:

5. substitution of credit or liquidity providers,' or their failure to perform;

6. adverse tax opinions or events affecting the tax-exempt status of the security;
7. modifications to rights of security holders;

8. bond calls;

9. defeasances; _

10.  release, substitution, or sale of property securing repayment of the securities,

except as provided by the Resolution;
I, rating changes.

(b) Whenever the District obtains knowledge of the occurrence of any of the Listed
Events, the District shall as soon as possible determine if such event would be material under
applicable federal securities laws.

(c) If the District determines that knowledge of the occurrence of any of the Listed
Events would be material under applicable federal securities laws, the District shall promptly file a
notice of such occurrence with each Repository. Notwithstanding the foregoing, notice of Listed
Events described in subsections (a) (4) and (5) need not be given under this subsection any earlier
than the notice (if any) of the underlying event is given to holders of affected the Series 2009 A
Bonds pursuant to the Resolution.

SECTION'6. Termination of Reporting Obligation. The District's obligations under this
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of
the Series 2009 A Bonds. If such termination occurs prior to the final maturity of the Series 2009 A
Bonds, the District shall give notice of such termination in the same manner as for any of the Listed
Events under Section 5(a).

SECTION 7. Dissemination Agent. The District may, from time to time, appoint or engage
a Dissemination Agent to assist it in carrying out its obligations under this Certificate. The
Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the District pursuant to this Certificate.

D-4




SECTION 8. Amendment, Waiver. Notwithstanding any other provision of this Certificate,
the District may amend this Certificate, and any provision of this Certificate may be waived,
provided that the following conditions are safisfied:

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it
may only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature or status of an obligated person with
respect to the Series 2009 A Bonds, or the type of business conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at
the time of the original issuance of the Series 2009 A Bonds, after taking into account any
amendments or interpretations of the Rule, as well as any change in circumstances, and

‘ {© The amendment or waiver either (i) is approved by the Holders of the Series 2009 A

Bonds in the same manner as provided in the Resolution for amendments to the Resolution with the
consent of holders of the Series 2009 A Bonds, or (ii) does not, in the opinion of nationally
recognized bond counsel, materially impair the interests of the holders or beneficial owners of the
Series 2009 A Bonds.

In the event of any amendment or waiver of a provision of this Certificate, the District shall
describe such amendment in the next Annual Financial Information and Audited Financial
Statements, and shall include, as applicable, a narrative explanation of the reason for the amendment
or waiver and its impact on the type (or in the case of a change of accounting principles, on the
presentation) of financial information or operating data being presented. In addition, if the
amendment relates to the accounting principles to be foliowed in preparing financial statements, (1)
notice of such change shall be given in the same manner as for any of the Listed Events under
Section 5(a). and (ii) the Annual Financial Information and Audnted Financial Statements for the
year in which the change is made should present a comparison (in narrative form and also, if
feasible, in quantitative form) between the financial statements as prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles.

SECTION 9. Additional Information. Nothing in this Certificate shall be deemed to
prevent the District from disseminating any other information, using the means of dissemination set
forth in this Certificate or any other means of communication, or including any other information in
any Annual Financial Information and Audited Financial Statements or notice of occurrence of any
of the Listed Events, in addition to that which is required by this Certificate. If the District chooses
to include any information in any Annual Financial Information and Audited Financial Statements
or notice of occurrence of any of the Listed Events in addition to that which is specifically required
by this Certificate, the District shall have no obligation under this Certificate to update such
information or include it is any future Annual Financial Information and Audited Financial
Statements or notice of occurrence of any of the Listed Events.

SECTION 10. Default. In the event of a failure of the District to comply with any provision

of this Certificate (and, at the request of the Original Purchaser), any Holder or Beneficial Owner of
the Series 2009 A Bonds may take such actions as may be necessary and appropriate, including
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seeking mandate or specific performance by court order, to cause the District to comply with its
obligations under this Certificate. A default under this Certificate shall not be deemed an Event of
Default under the Resolution, and the sole remedy under this Certificate in the event of any failure
- of the District to comply with this Certificate shall be an action to compel performance.

SECTION 1. Beneficiaries. This Certificate shall inure solely to the benefit of the District,
the Underwriter and holders and beneficial owners from time to time of the Series 2009 A Bonds,
and shall create no rights in any other person or entity. '

Date: August 21, 2009

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

By:

Chairman
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EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Flatwoods-Canoe Run Public Service District

Name of Issue: $2,175,000 Flatwoods-Canoe Run Public Service District
Water Revenue Bonds, Series 2009 A (Bank Qualified)

Date of Issuance: .August 21,2009
Notice is hereby given that the District has not provided an Annual Report with respect to the

above-named bonds as required by its covenant made in connection with the above-referenced bond
issue. The District anticipates that the Annual Report will be filed by

Dated this ___ day of ,20

FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT

By:

Chaizman
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NEW ISSUE

In the opinion of Bond Counsel, under existing laws, regulations, rulings and judicial decisions of the United States of America,
as presently written and applied, interest on the Series 2009 A Bonds (including any original issue discount properly allocable to any owner
thereof) is excludable from gross income of the holders thereof for federal income tax purposes, and interest on the Series 2009 A Bonds is not
a specific preference item for purposes of the federal alternative minimum tax imposed on individuals and corporations. In addition, inferest
on the Series 2009 A Bonds is not taken into account in determining adjusted current earnings for purposes of computing the alternative
minimum tax on corporations. Further, in the opinion of Bond Counsel, under existing laws of the State of West Virginia, the Series 2009 A
Bonds and the interest thereon are exempt from personal and corporate income taxes imposed directly thereon by the State of West Virginia.
See “TAX MATTERS” herein.

$2,175,000
FLATWOODS-CANOE RUN PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS
SERIES 2009 A (BANK QUALIFIED)

Dated: Date of Delivery C Due: September 1, as shown below

. The Series 2009 A Bonds are issuable only as fuily registered bonds without coupons in denominations of $5,000 and intepral
multiples thereof for any year of maturity, All of the Series 2009 A Bonds initially will be maintained under a book-entry system under which
The Depository Trust Company, New York, New York (“DTC”), will act as securities depository. Purchases of the Series 2009 A Bonds will
be in book-entry form only. Semiannual interest on the Series 2009 A Bonds is payable beginning March 1, 2010, and cach March 1 and
September 1 thereafter. So long as the Series 2009 A Bonds are maintained under a book-entry system, payments of the principal of, premium,
if any, and interest on the Series 2009 A Bonds will be made when due by the Municipal Bond Commission of West Virginia, Charleston, West
Virginia, as Paying Agent, o DTC in accordance with the Resolution and any Supplemental Resolution, and the Paying Agent will have no
obligation to make any payments to any beneficial owner of any Series 2009 A Bonds. See “THE SERIES 2009 A BONDS” and “BOOK-
ENTRY ONLY SYSTEM.” The Series 2009 A Bonds are subject to redemption prior to maturity as described herein,

The Series 2009 A Bonds are being issued, together with other funds available therefor, to: (i) provide funds in the amount of
$161,762.50 to be deposited in the Series 2009 A Bonds Reserve Account; (ii) provide funds for certain improvements to be made 1o the
District’s water system; (i) provide funds in the amount of $252,737.15 to be deposited in the Series 2009 A Bonds Sinking Fund fo pay
capitalized interest; and {iv) pay certain costs of issuance of the Series 2009 A Bonds and related costs.

The Series 2009 A Bonds are payable from and further secured by the Net Revenues derived from the existing water system of
the Disirict and any extensions, improvements and betterments thereto and from funds on deposit in the Series 2009 A Bonds Sinking Fund
and the Reserve Account therein, The Series 2009 A Bonds do not constitute an indebtedness of the District within the meaning of any
constitutional or statutory provisions or Hmitations, and the District shall not be obligated to pay the principal of, premium, if any, and interest
on the Series 2009 A Bonds, except from the Net Revenues and such funds on deposit. Neither the full faith and credit nor the taxing power,
if any, of the District shall be deemed to be pledged to, nor shall any tax be levied for, the payment or the principal of, premium, if any, or
interest on the Series 2009 A Bonds. '

The District has designated the Series 2009 A Bonds as “qualified tax-exempt obligations™ for purposes of Section 265(b) of the
Internal Revenue Code of 1986, as amended.

MATURITIES, AMOUNTS, INTEREST RATES AND PRICES

Principal
— Maturity.. . Amount Coupon Yield CUSIP
09/01/2019 $335,000 5.250% 5.250% 33880A AAS
09/01/2024 290,000 5.500% 5.500% 33886A AR3
09/01/2029 380,000 5.500% 5.750% 33886A ACH
09/01/2039 1,170,060 6.000% 6.250% 338B6A ADY

This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors must read the
entire Official Statement to obtain information essential to making an informed investment decision. The Series 2009 A Bonds are offered
when, as and if issued and received by the Underwriter, subject to prior sale, to withdrawal or modification of the offering without notice
and to the unqualified approval of legality by Steptoe & Johnson, PLLC, Charleston, West Virginia, Bond Counsel. H. Wyatt Hanna, 11,
South Charleston, West Virginia, as counsel to the District, will pass upon certain legal matiers for the District. Goodwin & Goodwin, LLP,
Charleston, West Virginia, as counsel to the Underwriter, will pass upon certain legal matiers for the Underwriter, It is expected that the Series
2009 A Bonds will be available for delivery in New York, New York, on or about August 21, 2009.

» Crews&Associates

Membar First Securily Banoorg

Dated: August 17, 2009
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This Official Statement does not constitute an offer to seli or the solicitation of an offer to
buy, nor shall there be any sale of the Series 2009 A Bonds in any jurisdiction in which it is
unlawful to make such offer, solicitation or sale. No dealer, broker, salesman or other person has
been authorized by Flatwoods-Canoe Run Public Service District or the Underwriter to give any
information or to make any representations, other than as contained in this Official Statement. If
given or made, such other information or representations must not be relied upon as having been
authorized by any of the foregoing. The information set forth herein has been obtained from
Flatwoods-Canoe Run Public Service District and other sources, which are believed to be reliable
but is not guaranteed as to accuracy or completeness and is not to be construed as a representation
by the Underwriter. The information and any expression of opinion herein are subject to change
without notice, and neither the delivery of this Official Statement nor any sale made hereunder
shall under any circumstances create any implication that there has been no change in the affairs of
~ Flatwoods-Canoe Run Public Service District as it relates to the System since the date hereof. This
Official Statement is submitted in connection with the sale of securities referred to herein and may
not be reproduced or used, in whole or in part, for any other purposes.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
- MARKET PRICE OF THE SERIES 2009 A BONDS AT A LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

TABLE OF CONTENTS
INTRODUCTION -ttt ettt eaearees s eesetessssssssesese et senasreeescesaeasits boassss s s s essanaresenesasssas s aesssressanscnrs 1
FINANCING PLAN L.ooootieiietrreereseirsesesaes et esessaea s asreassteessesesssa oo eman bbb e b s bt abanseabssasa s nese s sesnscasin 3
Sources and Uses OFf FUNAS ... coveoeree oot vre e siss s s sie st sas s ssasae s s s s snanan o 3
THE SERIES 2000 A BONDS ..o cceeetetreeeesens e sestnssetascene s s eses s st basasas s assasssansssssssssesass 3
GENETAL ....veevirere ettt et imbe e s e b e bbb bttt 3
Optional REJemPLiON. .. .ocovirieieiiriie st s st i sas 4
Notice of Redemption........ e eheetteesteeneeseaes oAy eseay e e A b tsLh et a e e e Rt e n e ch ekt hnen bt s s sn s 4
BOOK-ENTRY ONLY SYSTEM ...oiorireirereereeeecrerasscecsreseaesseessrsserssormetenes besssessssvassassssssssassessssesssnns 5
The Depository Trust COMPANY ......oourrrrmirrrismeisie st s s 5
Ownership of Series 2009 A BODAS .....coviiiirionicireries sttt 5
Payments on and Redemption of Series 2009 A BODAS ... 6
Discontinuance of Book-Enfry Only SYSIEM.....cccomiiiiniiriieres e e 7
SECURITY FOR THE SERIES 2009 A BONDS ...ooiit it sressicei ettt sasonsne s 8
Outstanding Prior BONAS «....oovurueermeiieereccitiei ittt sa st 8
Sources of Payment ............ eeeeteteneeteorietesiesistenteeeeeetetestestanestenricereanerneaneaiet it er s er s s eneasnasrannres 8
RALE COVEIBNL....iirvieeisrerieereeeetecestvteessesaeesrrs s e asses s aars s b e s s s e s sb e s s b r e e s an e s eyt e ee e et st bbb bR e b 8
Series 2009 A Bonds ReSEIVE ACCOUNT ....coorruirrieiierierie it sie s sssasas st 9
ApPPHCation Of REVEIUES ....veovrevrmrrreom i e 9
Enforcement of ColIECHONS .....ovuiirrereeecrresirie et essesrs s sceas s serr s snsnss e mssssanenesssseass 10
Additional Parity Bonds ..ottt 10



THE SYSTEM ..ot e es e sttt s n e es st e s eansnannssasssens 12

THE PIOJECL ..ottt et nas et sa s b e e st an e arstntasasasasanane 12
WALET USAEZE .veriiieieereererraeseseseetensessssssasssasassssssss s e et s s sans e s esasses s sess s essesassss et samssssesnsessennra 13
Customer Background .........cc.cooeeeemivirecenceenna, eteretateuterabeseabeteteaeberebebeaetanseeenesenerereaerttens w13
IMAJOT USBES.....cecvoecerericemecrente st et et ssesessessasaa s s e eae s s be s arases e nnemsste s sesessanessrasbensnsas shensaeseerresans 14
WALET SOULCE.....ceiieeierieceeecrtem e s ensaretssaa e et se e tesesesssaessessasssssaresnesersessesesseaseneasossnsetesesssseasan 14
WHOLESALE COMITACES .c.veuerririererrecereeerrnriss e reesersse s ss e se e sssressssessbese s ssessnsessbensenstenstsnssnrnns 14
DISHHCE PEISONMNEL.....ceiiiiii et etes et ettt b bt as bt a s e e snsaseassaraeserensenean 14
RALES ...ttt st st a st e bttt s st s e e e an b e bt enear s e sneesseeReeneAeer e e s ses s terbeaseae st aesessanen 15
Billing and ColECtiONS ..........ccceriieieierirrriretrerasesisrssrr s ererssssssessssssssessssssesssssssesessssssessnsasasas 16
SYSEM BUAZEL ...ttt sses et seve e st s s s