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NORTH BECKLEY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE SEWER TREATMENT AND
DISTRIBUTION FACILITIES OF NORTH BECKLEY PUBLIC
SERVICE DISTRICT AND THE FINANCING OF THE COSTS,
NOT OTHERWISE PROVIDED, THEREOF THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$210,000 IN AGGREGATE PRINCIPAL AMOUNT OF SEWER
REVENUE BONDS, 2015 SERIES A (BRANCH BANKING
AND TRUST COMPANY); PROVIDING FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING ANY OTHER
DOCUMENTS RELATING TO SUCH BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS; AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED AND ENACTED BY THE PUBLIC SERVICE BOARD OF
NORTH BECKLEY PUBLIC SERVICE DISTRICT:

ARTICLEI
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Resolution. This Resolution (together with any order or
resolution supplemental hereto or amendatory hereof, this “Resolution”) is adopted pursuant to
the provisions of Chapter 16, Article 13A of the Code of West Virginia Code, 1931, as amended
(the “Act”), and other applicable provisions of law.

Section 1.02. Findings. It is hereby found, determined and declared that:

A. North Beckley Public Service District (the “Issuer”) is a public service district and
a public corporation and political subdivision of the State of West Virginia in Raleigh County of
said State.

B. The Issuer presently owns and operates a public sewerage system. However, it is
deemed necessary and desirable for the health and welfare of the inhabitants of the Issuer that
there be designed, acquired and constructed certain additions, betterments, improvements and



extensions to the existing public sewerage facilities of the Issuer, including the initial tie-in of the
existing sewer system of the Stanaford Acres Sewerage System, Inc. (“Stanaford”) sewer system
to the Issuer’s existing public sewerage facilities, and all necessary appurtenant facilities (the
“Project”). The existing public sewerage facilities of the Issuer, the Project and any further
improvements or extensions thereto are herein called the “System.”

C. The Public Service Commission of West Virginia (the “Commission™) approved
(i) the merger of Stanaford into the Issuer by Commission Order dated April 25, 2012 in Case
No. 11-0086-PSD-S-PC (“Stanaford Merger Case”) due to Stanaford’s failing sewerage system
and (ii) the sale of the 2015 Series A Bonds to the Purchaser by Recommended Decision, dated
December 16, 2013, as revised by Commission Orders dated January 28, 2014 and April 1, 2014
in Case No. 13-1267-PSD-PC-19A, copies of which are attached hereto and incorporated herein
as Exhibit A.

D. In Case No. 14-1924-PSD-CN, the Commission issued its Commission Order
dated April 17, 2015, attached hereto and incorporated herein as Exhibit B, under which the
Commission approved certain surcharges for the customers of Stanaford and certain rate
increases for all customers of the Issuer.

E. It is deemed necessary for the Issuer to issue its Sewer Revenue Bonds, 2015
Series A (Branch Banking and Trust Company) (the “2015 Series A Bonds”), in an aggregate
principal amount of not more than $210,000, to finance the costs of the Project and the costs of
issuance of the 2015 Series A Bonds. The 2015 Series A Bonds are proposed to be purchased by
Branch Banking and Trust Company, Charleston, West Virginia (the “Purchaser” or the “Bank™),
pursuant to a commitment letter dated April 20, 2015, as amended (collectively, the
“Commitment Letter”), attached hereto and incorporated herein as Exhibit C; and

F. The Issuer has outstanding its (i) Sewerage System Revenue Bonds, Series 1999
(West Virginia SRF Program), dated January 28, 1999, issued in the original aggregate principal
amount of $8,090,898 (the “Series 1999 Bonds”), (ii) Sewerage System Revenue Bonds, Series
2003 A (West Virginia SRF Program), dated September 29, 2003, issued in the original
aggregate principal amount of $5,307,741 (the “Series 2003 Bonds”), and (iii) Sewer Revenue
Bonds, Series 2009 A (West Virginia SRF Program), dated October 29, 2009, issued in the
original aggregate principal amount of $4,544,324 and Sewer Revenue Bonds, Series 2009 B
(West Virginia SRF Program/ARRA), dated October 29, 2009, issued in the original aggregate
principal amount of $2,415,521 (together, the “Series 2009 Bonds,” and collectively with the
1999 Bonds and the 2003 Bonds, the “Prior Bonds”).

G. The 2015 Series A Bonds shall be issued on a parity with the Prior Bonds with
respect to liens, pledge and source of and security for payment and in all other respects. Prior to
the issuance of the 2015 Series A Bonds, the Issuer will obtain (i) a certificate of an Independent
Certified Public Accountant stating that the coverage and parity tests of the Prior Bonds are met;
and (ii) the written consent of the Holders of the Prior Bonds to the issuance of the 2015 Series 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
Issuer is in compliance with all the covenants of the Prior Bonds and the Prior Resolutions.



H. It is in the best interests of the Issuer that the 2015 Series A Bonds be sold to the
Purchaser pursuant to the terms and conditions of the Commitment Letter.

L The Issuer has complied with all requirements of West Virginia law relating to
operation of the System and issuance of the Bond, or will have so complied prior to issuance of
the Bond.

J. The issuance of the 2015 Series A Bonds and the design, acquisition and
construction of the Project with proceeds of the 2015 Series A Bonds are in the public interest,
serve a public purpose of the Issuer and will promote the health, welfare and safety of the
residents of the Issuer.

Section 1.03. Definitions. All capitalized terms used in this Resolution and not
otherwise defined herein shall have the following meanings in this Resolution unless the context
expressly requires otherwise:

“Act” means Chapter 16, Article 13A of the Code of West Virginia, 1931, as amended
and in effect on the date of enactment of this Resolution.

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

“Bonds” means, collectively, the 2015 Series A Bonds, the Prior Bonds and any
additional Parity Bonds hereafter issued within the terms, restrictions and conditions contained in
this Resolution or another resolution of the Issuer.

“Chairman” or “Authorized Officer” means the Chairman of the Governing Body or any
other officer or person of the Issuer specifically designated by resolution of the Governing Body
of the Issuer.

“Closing Date” means the date upon which there is an exchange of the 2015 Series A
Bonds for all or a portion of the proceeds thereof from the Purchaser.

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

“Consulting Engineers” means any professional engineer or firm of professional
engineers, licensed by the State who shall not be a regular, full-time employee of the State or any
of its agencies, commissions or political subdivisions, that shall at any time hereafter be retained
by the Issuer as Consulting Engineers for the System, or portion thereof, in accordance with
Chapter 5G, Article 1 of the West Virginia Code of 1931, as amended.

“Depository Bank” means United Bank, Inc., Charleston, West Virginia, and its
successors and assigns.



“FDIC” 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 or and interest on which is guaranteed by, the United States of America.

“Gross Revenues” means the aggregate gross operating and non-operating revenues of
the System 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) or any Tap Fees.

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

“I&I Fund” means the 1&I Fund created by the Prior Resolutions.

“Independent Certified Public Accountants” 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 other
purpose except keeping the accounts of such System in the normal operation of its business and
affairs.

“Investment Property” means:

(A)  any security (within the meaning of Section 165(g)(2)(A) or (B) of the
Code), .

(B)  any obligation,

(C)  any annuity contract,

(D)  any investment-type property, or

(E)  in the case of a bond other than a private activity bond, any residential

rental property for family units which is not located within the jurisdiction of the Issuer and
which is not acquired to implement a court ordered or approved housing desegregation plan.



Except as provided in the following sentence, the term “Investment Property” does not
include any tax-exempt bond. With respect to an issue other than an issue a part of which is a
specified private activity bond (as defined in Section 57(a)(5)(C) of the Code), the term
“Investment Property” includes a specified private activity bond (as so defined).

“Issuer” means North Beckley Public Service District, a public service district, public
corporation and political subdivision of the State of West Virginia in Raleigh County, West
Virginia, and, unless the context clearly indicates otherwise, includes the Governing Body of the
Issuer.

“Net Proceeds” means the face amount of the 2015 Series A Bonds, plus accrued interest
and premium, if any, less original issue discount, if any. 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 2015 Series 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 as defined in Section 148(b) of
the Code, that is not a purpose investment.

“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 of any project relating to the acquisition or construction of
additions, betterments or improvements for the System), supplies, labor, wages, the cost of
materials and supplies used for current operations, fees and expenses of fiscal agents and of the
Depository Bank, Registrar and Paying Agent or Paying Agents, 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 any decrease in the value of capital assets, amortization of debt
discount or such miscellaneous deductions as are applicable to prior accounting periods.

“Outstanding,” when used with reference to the Bonds and as of any particular date,
describes all Bonds theretofore and thereupon being authenticated and delivered, except (i) any
Bond cancelled by the Registrar at or prior to said date; (ii) any Bond for the payment of which
monies, equal to its principal amount and redemption premium, if applicable, with interest to the
date of maturity or redemption, shall be held in trust under this Resolution and set aside for such
payment (whether upon or prior to maturity); and (iii) any Bond deemed to have been paid as
provided in their respective authorizing resolutions.

“Parity Bonds” means additional Bonds issued under the provisions and within the
limitations prescribed by Section 6.04 hereof.



“Paying Agent” means the Bond Commission and its successors and assigns.

“Prior Bonds” means, collectively, the Series 1999 Bonds, the Series 2003 Bonds, and
the Series 2009 Bonds of the Issuer, as more fully described in Section 1.02(F).

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

“Private Business Use” means use 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 by a member of the general
public. All of the foregoing shall be determined in accordance with the Code, including, without
limitation, giving due regard to “incidental use,” if any, of the proceeds of the issue and/or
proceeds used for “qualified improvements” if any.

“Project Fund Agreement” means the Project Fund Agreement between the Issuer and the
Purchaser dated as of the Closing Date and attached hereto as Exhibit D.

“Purchaser” means Branch Banking and Trust Company, Charleston, West Virginia and
its successors and assigns.

“Qualified Investments” means and includes any of the following:
(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;

(C)  Bonds, debentures or other evidences of indebtedness issued by any of the
following agencies: Banks for Cooperatives; Federal Intermediate Credit Banks; Federal 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 or Federal Savings and Loan Insurance Corporation, 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;

(F) Money market funds or similar funds whose only assets are investments of
the type described in paragraphs (A) through (E) above, or any interest bearing account insured
by the FDIC;

(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 least 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 agents must have) possession of such collateral; and
such collateral 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 Code of West Virginia
Code, 1931, as amended; and

4)) 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.

“Registrar” means Branch Banking and Trust Company, Charleston, West Virginia and
its successors and assigns.

“Regulations” means temporary and permanent regulations promulgated under the Code,
or any predecessor thereto.

“Renewal and Replacement Fund” means the Renewal and Replacement Fund
established by the Prior Resolutions and continued by Section 4.01(2) hereof.

“Reserve Accounts” means, collectively, the respective reserve accounts established for
the Prior Bonds.

“Resolution” means this Resolution and all orders, ordinances and resolutions
supplemental hereto or amendatory hereof.

“Revenue Fund” means the Revenue Fund established by the Prior Resolutions and
continued by Section 4.01(1) hereof.



“Secretary” means the Secretary of the Governing Body.

“Sinking Funds” means, collectively, the respective Sinking Funds established for the
2015 Series A Bonds and the Prior Bonds.

“State” means the State of West Virginia.

“Surplus Revenues” means the Net Revenues not required by the Prior Resolutions or
this Resolution to be set aside and held for the payment of or security for the Bonds, including
any Sinking Fund or Reserve Accounts.

“System” means, collectively, the complete existing public sewerage system of the
Issuer, as presently existing in its entirety or any integral part thereof, and all sewerage 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 sewerage system, and shall include the
Project and any additions, improvements and extensions thereto hereafter constructed or acquired
for the System from any sources whatsoever.

“Tap Fees” means the fees, if any, paid by prospective customers of the System in order
to connect thereto.

“2015 Series A Bonds” means the not more than $210,000 in aggregate principal amount
of Sewer Revenue Bonds, 2015 Series A (Branch Banking and Trust Company), authorized to be
issued pursuant to this Resolution.

“2015 Series A Bonds Construction Trust Fund” means the 2015 Series A Bonds
Construction Trust Fund established by Section 4.01(1) hereof and being the 2015-00001 North
Beckley Public Service District Project Fund under and pursuant to the Project Fund Agreement.

“2015 Series A Bonds Sinking Fund” means the 2015 Series A Bonds Sinking Fund
established by Section 4.0(2) hereof.

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.

Words importing singular number include the plural number in each case and vice versa;
words importing the masculine gender include every other gender; and words importing persons
include firms, partnerships, associations and corporations.

The terms “herein,” “hereunder,” “hereby,” “hereto,” “hereof’ and any similar terms
refer to this Resolution; and the term “hereafter” means after the date of enactment of this
Resolution.



Section 1.04. Resolution Constitutes Contract. In consideration of the acceptance of the
2015 Series A Bonds by those who shall be the Registered Owners of the same from time to
time, this Resolution shall be deemed to be and shall constitute a contract between the Issuer and
such Registered Owners, and the covenants and agreements herein set forth to be performed by
the Issuer shall be for the benefit, protection and security of the Registered Owners of the 2015
Series A Bonds.

ARTICLE II

AUTHORIZATION OF THE PROJECT
AND SALE OF THE 2015 SERIES A BONDS

Section 2.01. Authorization of the Project. There is hereby authorized and ordered the
Project, and other necessary accounting, legal and real estate work for the Project, at an
estimated cost of not to exceed $210,000, which will be obtained from the proceeds of the 2015
Series A Bonds.

Section 2.02  Authorization of Chairman and Secretary to Execute and Deliver Bonds.
The Chairman and Secretary are hereby authorized and directed to execute and deliver the 2015
Series A Bonds and such other documents and certificates required or desirable in connection
with the 2015 Series A Bonds hereby and by this Resolution approved and provided for, to the
end that the 2015 Series A Bonds may be delivered to the Purchaser on the Closing Date.

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND SALE OF THE 2015 SERIES A BONDS

Section 3.01. Authorization of the 2015 Series A Bonds. For the purposes of financing
the costs of the Project and paying the costs of issuance of the 2015 Series A Bonds and related
costs, there shall be and hereby are authorized to be issued the Sewer Revenue Bonds, 2015
Series A, of the Issuer, in an aggregate principal amount of not more than $210,000.

Section 3.02. Terms of 2015 Series A Bonds. The 2015 Series A Bonds shall be issued
in fully registered form and shall initially be represented by a single bond, numbered AR-1, in
the principal amount of $210,000. The 2015 Series A Bonds shall be dated the Closing Date,
and shall finally mature thirty-six (36) months from the Closing Date. The price of the 2015
Series A Bonds shall be 100% of par value, there being no interest accrued thereon. Principal
and interest on the 2015 Series A Bonds shall be payable in thirty-six (36) monthly payments
commencing on June 1, 2015, and continuing on the first day of each month until maturity as set
forth on the debt service schedule attached hereto and incorporated herein as Exhibit E. Interest
shall accrue on the 2015 Series A Bonds at the rate of 1.64% per annum (the “Tax-Exempt
Rate”). The 2015 Series A Bonds may be prepaid only in whole on any scheduled payment date
with a 1% prepayment premium. The 2015 Series A Bonds shall be payable as to principal and
interest at the principal office of the Paying Agent in any coin or currency which, on the date of



payment, is legal tender for the payment of public and private debts under the laws of the United
States of America.

Section 3.03. Execution of 2015 Series A Bonds. The 2015 Series A Bonds shall be
executed in the name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed
thereto, and attested by the Secretary of the Issuer. In case any one or more of the officers who
shall have signed or sealed any of the 2015 Series A Bonds shall cease to be such officer of the
Issuer before the 2015 Series A Bonds so signed and sealed shall have been actually sold or
delivered, such Bonds may nevertheless be sold and delivered as herein provided and may be
issued as if the person who signed or sealed such Bonds had not ceased to hold such office. Any
Bond may be signed and sealed on behalf of the Issuer by such person as at the actual time of the
execution of such Bonds shall hold the proper office of the Issuer, although at the date of such
Bonds such person may not have held such office or may not have been so authorized.

Section 3.04. Authentication and Registration. The Issuer hereby appoints and
designates the Purchaser, to serve as the Registrar for the 2015 Series A Bonds. No 2015 Series
A Bond shall be valid or obligatory for any purpose or entitled to any security or benefit under
this Resolution unless and until the Certificate of Authentication and Registration on such Bond,
substantially in the form set forth in Section 3.07 shall have been manually executed by the
Registrar, Any such executed Certificate of Authentication and Registration upon any such
Bond shall be conclusive evidence that such Bond has been authenticated, registered and
delivered under this Resolution. The Certificate of Authentication and Registration 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 2015 Series A Bonds issued hereunder.

Section 3.05. Negotiability, Transfer and Registration. Subject to the provisions for
transfer of registration set forth below, the 2015 Series A Bonds shall be and have all the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
State, and each successive Holder, in accepting the 2015 Series A Bonds, shall be conclusively
deemed to have agreed that the 2015 Series A Bonds shall be conclusively deemed to have
agreed that the 2015 Series 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 Bonds shall be
incontestable in the hands of a bona fide holder for value.

So long as the 2015 Series A Bonds remain Outstanding, the Registrar shall keep and
maintain books for the registration and transfer of the 2015 Series A Bonds. The 2015 Series A
Bonds shall be transferrable only upon the books of the Registrar which shall be kept for that
purpose at the office of the Registrar by request of the registered owner thereof in person or by
his attorney duly authorized in writing, and upon surrender thereof, together with a written
instrument of transfer satisfactory to the Registrar duly executed by the registered owner or his
duly authorized attorney. Upon the transfer of the 2015 Series A Bonds, there shall be issued to
the transferee fully registered 2015 Series A Bonds of the aggregate principal amount equal to
the unpaid amount of the transferred 2015 Series A Bonds.
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In all cases in which the privilege of exchanging the 2015 Series A Bonds or transferring
the registered Bonds are exercised, all Bonds shall be delivered in accordance with the
provisions of this Resolution. All Bonds surrendered in any such exchanges or transfers shall
forthwith be canceled by the Registrar. For every such exchange or transfer of Bonds, the
Registrar may make a charge sufficient to reimburse it for any tax, fee or other governmental
charge required to be paid with respect to such transfer and the cost of preparing each new Bond
upon each exchange or transfer, and any other expenses of the Registrar incurred in connection
therewith, which sum or sums shall be paid by the Issuer. The Registrar shall not be obliged to
make any such exchange or transfer of Bonds during the 15 days preceding an interest payment
date on the 2015 Series A Bonds or after notice of any prepayment of the 2015 Series A Bonds
has been given.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the 2015 Series A
Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion,
issue, and the Registrar shall, if so advised by the Issuer, authenticate and deliver a new Bond in
exchange and substitution for such mutilated Bonds upon surrender and cancellation for such
mutilated Bonds or in lieu of and substitution for the 2015 Series A Bonds destroyed, stolen or
lost and upon the Holder’s furnishing the Issuer proof of ownership thereof and satisfactory
indemnity and complying with such other reasonable regulations and conditions as the Issuer
may prescribe and paying such expenses as the Issuer may incur. All Bonds so surrendered shall
be submitted to and canceled by the Registrar and held for the account of the Issuer. If such
Bonds shall have matured or be about to mature, instead of issuing a substitute Bond, the Issuer
may pay the same, upon being indemnified as aforesaid, and if such Bonds are lost, stolen or
destroyed, without surrender thereof.

Section 3.07. Form of Bonds. The text of the 2015 Series A Bonds shall be in
substantially the form attached hereto as Exhibit F, with such omissions, insertions and
variations as may be necessary and desirable and authorized or permitted by this Resolution or
any resolution supplemental hereto adopted prior to the issuance thereof.

Section 3.08. Sale of Bonds. The 2015 Series A Bonds shall be sold to the Purchaser
contemporaneously with, or as soon as practicable and authorized and permitted by applicable
law; provided, that the Purchaser and the Issuer shall have agreed to the purchase thereof.

Section 3.09. Bonds Secured by Pledge of Net Revenues. The payment of the debt
service on the 2015 Series A Bonds shall be secured forthwith by a first lien on the Net Revenues
derived from the System, on parity with the lien on the Net Revenues in favor of the Holders of
the Prior Bonds. Such Net Revenues in an amount sufficient to pay the principal of, and interest
on and other payments for the 2015 Series A Bonds and the Prior Bonds are hereby irrevocably
pledged to the payment of the principal of and interest on the 2015 Series A Bonds and the Prior
Bonds as the same become due.

The Series 2015 A Bonds have no lien on the Reserve Funds of the Prior Bonds.

Section 3.10. Bonds not to be Indebtedness of Issuer. The 2015 Series A Bonds do not
and shall not constitute an indebtedness of the Issuer within the meaning of any constitutional or
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statutory provision or limitation, but shall be payable solely from the Net Revenues derived from
the operation of the System as provided herein. No Holder of the 2015 Series A Bonds shall
ever have the right to compel the exercise of the taxing power of the Issuer to pay the 2015
Series A Bonds or the interest thereon.

Section 3.11. Delivery of 2015 Series A Bonds. The Issuer shall execute and deliver
2015 Series A Bonds to the Registrar, and the Registrar shall authenticate, register and deliver
the 2015 Series A Bonds to the original purchasers upon receipt of the documents set forth
below:

A. If other than the Purchaser, a list of the names in which
the 2015 Series A Bonds are to be registered upon original issuance,
together with such taxpayer identification and other information as the
Registrar may reasonably require;

B. A request and authorization to the Registrar on behalf of
the Issuer, signed by an Authorized Officer, to authenticate and deliver
the 2015 Series A Bonds to the Purchaser;

C. An executed and certified copy of this Resolution; and

D. The unqualified approving opinion of bond counsel on the
2015 Series A Bonds.

ARTICLE IV
FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF
Section 4.01. Establishment of Funds and Accounts with Depository Bank. The
following special funds or accounts are created with (or continued if previously established by
the Prior Resolutions) and shall be held by the Depository Bank separate and apart from all other
funds or accounts of the Depository Bank:
(D Revenue Fund (established by the Prior Resolutions);

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

3) 1&I Fund (established by the Prior Resolutions).
Section 4.02 Establishment of Account with Purchaser. The following special account
is created with and shall be held by the Purchaser separate and apart from all other funds or

accounts of the Purchaser:

(1) 2015 Series A Bonds Construction Trust Fund.
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Section 4.03. Establishment of Funds and Accounts with Bond Commission. The
following funds or accounts are hereby created 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) 2015 Series A Bonds Sinking Fund.
Section 4.04. System Revenues; Flow of Funds.

A. The entire Gross Revenues derived from the operation of the System shall be
deposited upon receipt in the Revenue Fund created pursuant to the Prior Resolutions. The
Revenue Fund shall constitute a trust fund for the purposes provided in the Prior Resolutions and
this Resolution and shall be kept separate and distinct from all other funds of the Issuer and the
Depository Bank and used only for the purposes and in the manner herein provided. All
revenues at any time on deposit in the Revenue Fund shall be disposed of only in the following
order of priority:

(1) The Issuer shall first, each month, pay from the Revenue Fund all
current 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 the Bond Commission (i) for
deposit in the Sinking Funds for the Prior Bonds the amounts required to pay
interest on the Prior Bonds, as required by the Prior Resolution; and (ii)
commencing on June 1, 2015, an amount equal to the interest payment on the
2015 Series A Bonds for the next ensuing calendar month and continuing on the
same day of each month until maturity as set forth on the debt service schedule
attached hereto and incorporated herein as Exhibit E.

3) The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Bond Commission (i) for
deposit in the Sinking Funds for the Prior Bonds, the amounts required to pay
principal of the Prior Bonds, as required by the Prior Resolutions; and (ii)
commencing on June 1, 2015, an amount equal to the principal payment on the
2015 Series A Bonds for the next ensuing calendar month and continuing on the
same day of each month until maturity as set forth on the debt service schedule
attached hereto and incorporated herein as Exhibit E.

4) The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Bond Commission, as
appropriate, the amounts required by the Prior Resolutions for deposit in the
respective Reserve Accounts for the Prior Bonds.

®) 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%:% of the Gross Revenues each month
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(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 shall be invested and reinvested in
accordance with Article VII hereof. Withdrawals and disbursements may be
made from the Renewal and Replacement Fund for replacements, emergency
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.

(6) The Issuer shall next, on the first day of the month, transfer from
the Revenue Fund and deposit into the 1&I Fund, all amounts remaining in the
Revenue Fund after making the transfers set forth in paragraphs 1 through 4
above, until the sum of $18,000 has been deposited therein during the then current
month. All funds in the I&I Fund shall be kept separate and apart from all other
funds of the Issuer and the Depository Bank.

Withdrawals and disbursements from the I&I Fund shall be made by the
Issuer only for correcting problems with inflow and infiltration with respect to the
System and only in accordance with the applicable orders of the Commission,
provided that the I&I Fund shall only be required to be maintained and funded as
long as required by the Commission.

Monies in the 2015 Series A Bonds Sinking Fund shall be used only for
the purpose of paying principal of and interest on the 2015 Series A Bonds as the
same shall become due. All investment earnings on monies in the 2015 Series A
Bonds Sinking Fund shall be returned, not less than once each year, by the Bond
Commission to the Issuer, and such amounts shall be deposited in the Revenue
Fund and applied to the next ensuing payment of principal of and interest on the
2015 Series A Bonds.

As and when additional bonds ranking on a parity with the Bonds are
issued, provision shall be made for additional payments into the respective
sinking funds sufficient to pay any interest on and principal of such Parity Bonds
and to accumulate a balance in the appropriate reserve accounts, if any, in an
amount equal to the requirement therefor.

The Bond Commission is hereby designated as the fiscal agent for the
administration of the 2015 Series A Bonds Sinking Fund 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. The Issuer
shall make the necessary arrangements whereby required payments into such
accounts are automatically debited from the Revenue Fund and electronically
transferred to the Bond Commission on the required date.
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Monies in the 2015 Series A Bonds Sinking Fund shall be invested and
reinvested by the Bond Commission in accordance with Section 7.01 hereof.

The 2015 Series A Bonds Sinking Fund shall be used solely and only for,
and are hereby pledged for, the purpose of servicing the Bonds under the
conditions and restrictions hereinafter set forth.

B. 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.

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 respective parties shall
require, such additional sums as shall be necessary to pay the charges and the fees then due. In
the case of payments to the Bond Commission under this paragraph, the Issuer shall make the
necessary arrangements whereby such required payments shall be automatically debited from the
Revenue Fund and electronically transferred to the Bond Commission on the dates required.

D. The monies in excess of 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 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 or the Depository
Bank 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.

H. All Tap Fees shall be deposited by the Issuer as received in the Revenue Fund and
may be used for any lawful purpose of the System.
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ARTICLE V
BOND PROCEEDS; DISBURSEMENTS

Section 5.01. Application of Bond Proceeds; Pledge of Unexpected Bond Proceeds.
Monies received from the sale of the 2015 Series A Bonds shall be deposited with the Purchaser
in the 2015 Series A Bonds Construction Trust Fund on the Closing Date and applied solely to
payment of costs of the Project and until so expended are hereby pledged as additional security
for the 2015 Series A Bonds.

Section 5.02. Disbursements from the Construction Trust Fund. The Issuer shall
approve requisitions for the costs incurred for the Project in accordance with the Project Fund
Agreement between the Issuer and the Purchaser. Monies in the 2015 Series A Bonds
Construction Trust Fund shall be invested and reinvested in Qualified Investments at the written
direction of the Issuer.

ARTICLE VI
ADDITIONAL COVENANTS OF THE ISSUER

Section 6.01. General Covenants of the Issuer. 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 2015 Series A Bonds. In addition to the other covenants, agreements and provisions of
this Resolution, the Issuer hereby covenants and agrees with the Holder or Holders of the 2015
Series 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 2015 Series A
Bonds are Outstanding and unpaid.

Section 6.02. Bonds not to be Indebtedness of the Issuer. The 2015 Series A Bonds
shall not, in any event, be or constitute an indebtedness of the Issuer within the meaning of any
constitutional, statutory or charter limitation of indebtedness, but shall be payable solely from the
Net Revenues derived from the operation of the System as herein provided. No Holder or
Holders of the 2015 Series A Bonds shall ever have the right to compel the exercise of the taxing
power of the Issuer, if any, to pay the 2015 Series A Bonds.

Section 6.03. Bonds Secured by Pledge of Net Revenues; Lien Position. The payment
of the debt service of the 2015 Series A Bonds shall be secured by a first lien on the Net
Revenues derived from the System on a parity with the lien on such Net Revenues in favor of the
Holders of the Prior Bonds. Such Net Revenues in an amount sufficient to pay the principal of
and interest, if any, on the Bonds and to make the payments into all funds and accounts, and all
other payments provided for in this Resolution and the Prior Resolutions are hereby irrevocably
pledged to such payments as the same become due, and for the other purposes provided in this
Resolution.
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Section 6.04. Schedule of Rates and Charges. The Issuer has obtained any and all
approvals of rates and charges required by State law and has taken any other action required to
establish and impose such rates and charges with all requisite appeal periods having expired
without successful appeal. The schedule of rates and charges for the services and facilities of the
System, a copy of which is attached hereto as Exhibit C and incorporated herein and which rates
have been approved and are described in the Commission Order of the PSC entered April 17,
2015 in Case No. 14-1924-PSD-CN, are hereby adopted, ratified, approved and affirmed.

So long as any of the 2015 Series A Bonds are Outstanding, the Issuer covenants and
agrees to fix and collect rates, fees and other charges for the use of the System and to take all
such actions necessary to provide funds sufficient to produce the required sums set forth in this
Bond Legislation. In the event the schedule of rates and charges initially established for the
System in connection with the 2015 Series A Bonds shall prove to be insufficient to produce the
required sums set forth in this Bond Legislation, the Issuer hereby covenants and agrees that it
will, to the extent and in the manner authorized by law, immediately adjust and increase such
schedule of rates and charges and take all such actions necessary to provide funds sufficient to
produce the required sums set forth in this Bond Legislation.

Section 6.05. Sale of the System. So long as any of 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, except as otherwise required by law or
with the written consent of the Purchaser, 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 Prior Bonds and the 2015 Series A Bonds, or
to effectively defease this Bond Legislation in accordance with Section 9.01 hereof. The
proceeds from any such sale, mortgage, lease or other disposition of the System shall, with
respect to the 2015 Series A Bonds and Prior Bonds, immediately be remitted to the Commission
for deposit in 2015 Series A Bonds Sinking Fund and the Prior Bonds Sinking Funds,
respectively, pro rata with respect to the principal amounts of the 2015 Series A Bonds and the
Prior Bonds then outstanding, and, with the written permission of the Purchaser, or in the event
the Purchaser is no longer a Bondholder, the Issuer shall direct the Commission to apply such
proceeds to the payment of principal at maturity of and interest on the 2015 Series A Bonds and
Prior Bonds. Any balance remaining after the payment of all the 2015 Series A Bonds and Prior
Bonds and interest thereon shall be remitted to the Issuer by the Commission unless necessary
for the payment of other obligations of the Issuer payable out of the revenues of the System.

The foregoing provision notwithstanding, and subject to the Prior Resolutions so long as
any of the Prior Bonds remain Outstanding, 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 hereinafter
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 $50,000,
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
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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 $50,000 but not in
excess of $200,000, 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 $50,000 and not in excess of $200,000, shall be deposited in
the Renewal and Replacement Fund. Such payment of such proceeds into the Renewal and
Replacement Fund shall not reduce the amounts required to be paid into said fund by other
provisions of this Bond Legislation. 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 $200,000 and insufficient to pay all Prior Bonds and the
2015 Series A 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 Prior Bonds and
2015 Series A Bonds then outstanding. The Issuer shall prepare the form of such approval and
consent for execution by the then Holders of the Prior Bonds and 2015 Series A Bonds for the
disposition of the proceeds of the sale, lease or other disposition of such properties of the
System.

Section 6.06. Issuance of Other Obligations Payable Out of Revenues and General
Covenant Against Encumbrances. Except as provided in this Section 6.06 and in Section 6.07,
so long as any of the 2015 Series A Bonds are Outstanding, the Issuer 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 such revenues with the 2015 Series A
Bonds. All obligations issued by the Issuer after the issuance of the 2015 Series 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 and source of
and security for payment from such revenues and in all other respects, to the 2015 Series A
Bonds; provided, that no such subordinate obligations shall be issued unless all payments
required to be made into the sinking funds, reserve accounts and the Renewal and Replacement
Fund at the time of the issuance of such subordinate obligations have been made and are current.
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 2015 Series A Bonds, and the interest thereon, upon any of the income
and revenues of the System pledged for payment of the 2015 Series A Bonds and the interest
thereon in this Bond Legislation, or upon the System or any part thereof.

The Issuer shall give the Purchaser prior written notice of its issuance of any other
obligations to be used for the System, payable from the revenues of the System or from any
grants, or any other obligations related to the Project or the System.

Section 6.07. 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
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issuance of the 2015 Series A Bonds pursuant to this Bond Legislation, except under the
conditions and in the manner herein provided.

All Parity Bonds issued hereunder shall be on a parity in all respects with the 2015 Series
A Bonds.

No such Parity Bonds shall be issued except for the purposes of financing the costs of the
acquisition or construction of extensions, additions, betterments or improvements to the System
or refunding any outstanding Bonds, or all such purposes.

No Parity Bonds shall be issued at any time, however, unless there has been procured and
filed with the Secretary a written statement by the Independent Certified Public Accountants,
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 three 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 on the following:

¢)) 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.

The “estimated average increased annual Net Revenues to be received in each of the three
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 improvements to be
financed by the Parity Bonds and any increase in rates adopted by the Issuer and approved by the
Commission, the time for appeal of which has expired prior to the date of delivery of such 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 discussed 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 Accountants, as stated in a certificate, on account of increased rates, rentals, fees and
charges for the System adopted by the Issuer and approved by the Commission, the time for
appeal of which has expired prior to the issuance 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 issued from time to time within the limitations
of and in compliance with this Section 6.07. Any Bonds issued on a parity, regardless of the
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time or times of their issuance, shall rank equally with respect to their respective liens on the
revenues of the System and their respective source of and security for payment from said
revenues, without preference of any bond of one series over any other bond of another series on a
parity therewith. 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 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 the revenues of the System is subject to the prior and
superior liens of the Outstanding Bonds on such revenues. The Issuer shall not issue any
obligations whatsoever payable from the 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 6.07, equally,
as to lien on and source of and security for payment from such revenues, with the Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments into the funds
and accounts provided for in this Resolution with respect to the 2015 Series A 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 6.08. Books, Records and Audit. The Issuer shall keep complete and accurate
records of the cost of acquiring the Project site and the costs of acquiring, constructing and
installing the Project. The Issuer shall permit the Purchaser, or its agents and representatives, to
inspect all books, documents, papers and records relating to the Project and the System at all
reasonable times for the purpose of audit and examination. The Issuer shall submit to the
Purchaser such documents and information as it may reasonably require in connection with the
acquisition, construction and installation of the Project, the operation and maintenance of the
System and the administration of the loan or any grants or other sources of financing for the
Project.

The Issuer shall permit the Purchaser, or its agents and representatives, to inspect all
records pertaining to the operation and maintenance of the System at all reasonable times
following completion of construction of the Project and commencement of operation thereof, or,
if the Project is an improvement to an existing system, at any reasonable time following
commencement of construction.

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 a 2015 Series A Bond
issued pursuant to this Bond Legislation 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 and safeguards to the extent allowed and as prescribed by the PSC. Separate control
accounting records shall be maintained by the Issuer. Subsidiary records as may be required
shall be kept in the manner and on the forms, books and other bookkeeping records as prescribed
by the Governing Body. The Governing Body shall prescribe and institute the manner by which
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subsidiary records of the accounting system which may be installed remote from the direct
supervision of the Governing Body shall be reported to such agent of the Issuer as the Governing
Body shall direct.

The Issuer shall file with the Purchaser and shall mail in each year to any Holder or
Holders of Bonds requesting the same, an annual report containing the following:

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

(B) A balance sheet statement showing all deposits in all the funds and
accounts provided for in this Bond Legislation with respect to said Bonds and the status of all
said funds and accounts.

(C)  The amount of any Bonds or other obligations outstanding.

The Issuer shall also, at least once a year, cause the books, records and accounts of the
System to be audited by Independent Certified Public Accountants in compliance with the
applicable OMB Circular and the Single Audit Act or successor thereto, in effect at the time, to
the extent required, and shall mail upon request, and make available generally, the report of said
Independent Certified Public Accountants, or a summary thereof, to any Holder or Holders of
Bonds, and shall submit said report to the Purchaser, or any other original purchaser of the
Bonds, within ninety (90) days of the end of the Fiscal Year. Such audit report submitted to the
Purchaser shall include a statement that the Issuer is in compliance with the terms and provisions
of this Bond Legislation, and that the Issuer’s revenues are adequate to meet its operation and
maintenance expenses and debt service and reserve requirements.

Subject to the terms, conditions and provisions of the Act, the Issuer has acquired, or
shall do all things necessary to acquire, the proposed site of the Project and shall do, is doing or
has done all things necessary to construct the Project in accordance with the plans, specifications
and designs prepared by the Consulting Engineers. All real estate and interests in real estate and
all personal property constituting the Project and the Project site heretofore or hereafter acquired
shall at all times be and remain the property of the Issuer.

The Issuer shall permit the Purchaser, or its agents and representatives, to enter and
inspect the Project site and Project facilities at all reasonable times. Prior to, during and after
completion of construction and commencement of operation of the Project, the Issuer shall also
provide the Purchaser, or its agents and representatives, with access to the System site and
System facilities as may be reasonably necessary to accomplish all of the powers and rights of
the Purchaser set forth herein.

Section 6.09. Rates. Prior to the issuance of the 2015 Series A Bonds, 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 or continued hereunder. Such schedule of rates and charges
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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 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 year for payment of principal of and
interest on the 2015 Series A Bonds and all other obligations secured by a lien on or payable
from such revenues on a parity with the 2015 Series A Bonds, including the Prior Bonds;
provided that, in the event that amounts equal to or in excess of the reserve requirements in the
Reserve Accounts for obligations on a parity with the 2015 Series A Bonds, including the Prior
Bonds, are funded at least at the requirement therefor, such balance each year need only equal at
least 110% of the maximum amount required in any year for payment of principal of and interest
on the 2015 Series A Bonds and all other obligations secured by a lien on or payable from such
revenues on a parity with the 2015 Series A Bonds, including the Prior Bonds.

Section 6.10. Operating Budget and Monthly Financial Report. The Issuer shall
annually, at least 45 days preceding the beginning of each Fiscal Year, prepare and adopt by
resolution a detailed, balanced budget of the estimated revenues and expenditures for operation
and maintenance of the System during the succeeding Fiscal Year and shall submit a copy of
such budget to the Purchaser within 30 days of adoption thereof. The Issuer, by the unanimous
consent and approval of the Governing Body, may amend the budget during the subject Fiscal
Year provided that the budget remains balanced after such amendment. If the budget is so
amended, a copy of the amended budget shall be submitted to the Purchaser within 15 days of
the adoption of such amendment. After the adoption of any such amendment, the budget, as
amended, shall be the budget of the Issuer for the balance of the subject 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 the Consulting Engineers, 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 the Consulting Engineers that such increased expenditures are necessary
for the continued operation of the System. The Issuer shall, within 30 days of adoption thereof,
mail copies of such annual budget, any amendments thereto and all resolutions authorizing
increased expenditures for operation and maintenance to the Purchaser and to.any Holder of any
Bonds who shall file his or her address with the Issuer and request in writing that copies of all
such budgets, any amendments thereto and resolutions be furnished him or her and shall make
available such budgets, any amendments thereto and all resolutions authorizing increased
expenditures for operation and maintenance of the System at all reasonable times to any Holder
of any Bonds or anyone acting for and in behalf of such Holder of any Bonds.

Section 6.11. 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, body, agency or instrumentality whatsoever for the providing of any services
which would compete with services provided by the System.
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Section 6.12. Enforcement of Collections. The Issuer will diligently enforce and collect
all fees, 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.

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. To the extent authorized by the laws of the State and the rules and
regulations of the Public Service Commission of West Virginia, rates, rentals and other charges,
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, to 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 of the System and any services and facilities of the water system, if so
owned by the Issuer, to all users of the services of the System delinquent in payment of charges
for the services of the System and will not restore such services of either system until all
delinquent charges for the services of the System, plus reasonable interest and penalty charges
for the restoration of service, have been fully paid and shall take all further actions to enforce
collections to the maximum extent permitted by law. If the water facilities are not owned by the
Issuer, the Issuer shall enter into a termination agreement with the water provider, subject to any
required approval of such agreement by the Public Service Commission of West Virginia and all
rules, regulations and orders of the Public Service Commission of West Virginia.

Section 6.13. 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 of the Issuer shall avail itself 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 6.14. Insurance and Construction Bonds. A. The Issuer hereby covenants and
agrees that so long as any of the 2015 Series A Bonds remain Outstanding, the Issuer will, as an
Operating Expense, procure, carry and maintain insurance with a reputable insurance carrier or
carriers as is customarily covered with respect to works and properties similar to the System.
Such insurance shall initially cover the following risks and be in the following amounts:

(1)  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 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 or destroyed properties or for the other purposes
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provided herein for said Renewal and Replacement Fund. The Issuer will itself, or will require
each contractor and subcontractor to, obtain and maintain builder’s risk insurance (fire and
extended coverage) to protect the interests of the Issuer, the Purchaser, the prime contractor and
all subcontractors as their respective interests may appear during construction of the Project on a
100% basis (completed value form) on the insurable portion of the Project, such insurance to be
made payable to the order of the Purchaser, the Issuer, the contractors and subcontractors, as
their interests may appear.

(2) 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.

(3)  WORKERS’ COMPENSATION COVERAGE FOR ALL EMPLOYEES
OF OR FOR THE SYSTEM ELIGIBLE THEREFOR: AND PERFORMANCE AND
PAYMENT BONDS, such bonds to be in the amounts of 100% of the construction contract and
to be required of each contractor contracting directly with the Issuer, if any, 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 the Project in compliance with
West Virginia Code Chapter 38, Article 2, Section 39.

(4) 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.

(5) BUSINESS INTERRUPTION INSURANCE, to the extent available at
reasonable cost to the Issuer.

(6) FIDELITY BONDS, will be provided for 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.

B. The Issuer shall require any contractor engaged in the construction of the
Project to furnish a performance bond and a payment bond, each in an amount equal to 100% of
the contract price of the portion of the Project covered by the particular contract as security for
the faithful performance of such contract. The Issuer shall verify such bonds prior to
commencement of construction. The Issuer shall also require any contractor engaged in the
construction of the Project to carry such workers’ compensation coverage for all employees
working on the Project and public liability insurance, vehicular liability insurance and property
damage insurance in amounts adequate for such purposes and as is customarily carried with
respect to works and properties similar to the Project; provided that the amounts and terms of
such coverage are satisfactory to the Purchaser. The Issuer shall verify such insurance prior to
commencement of construction.
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Section 6.15. Mandatory Connections. The mandatory use of the System is essential
and necessary for the protection and preservation of the public health, comfort, safety,
convenience and welfare of the inhabitants and residents of, and the economy of, the Issuer and
in order to assure the rendering harmless of sewage and water-borne waste matter produced or
arising within the territory served by the System. Accordingly, every owner, tenant or occupant
of any house, dwelling or building located near the System, where sewage will flow by gravity or
be transported by such other methods approved by the State Department of Health from such
house, dwelling or building into the System, to the extent permitted by the laws of the State and
the rules and regulations of the Public Service Commission of West Virginia, shall connect with
and use the System and shall cease the use of all other means for the collection, treatment and
disposal of sewage and waste matters from such house, dwelling or building where there is such
gravity flow or transportation by such other method approved by the State Department of Health
and such house, dwelling or building can be adequately served by the System, and every such
owner, tenant or occupant shall, after a 30-day notice of the availability of the System, pay the
rates and charges established therefor.

Any such house, dwelling or building from which emanates sewage or water-borne waste
matter and which is not so connected with the System is hereby declared and found to be a
hazard to the health, safety, comfort and welfare of the inhabitants of the Issuer and a public
nuisance which shall be abated to the extent permitted by law and as promptly as possible by
proceedings in a court of competent jurisdiction.

Section 6.16. Completion and Operation of Project; Permits and Orders. The Issuer will
complete the Project as promptly as possible and operate and maintain the System as a revenue-
producing utility in good condition and in compliance with all federal and state requirements and
standards.

The Issuer has obtained all permits required by state and federal laws for the acquisition
and construction of the Project, 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 and all approvals for issuance of the 2015 Series A Bonds required by state law, with
all requisite appeal periods having expired without successful appeal.

Section 6.17. Statutory Mortgage Lien. For the further protection of the Holder of the
2015 Series 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 2015 Series A Bonds, shall be for the benefit
of all Registered Owners of the 2015 Series A Bonds and shall be on a parity with the statutory
mortgage lien granted to the Prior Bonds.

ARTICLE VII
INVESTMENT OF FUNDS; TAX COVENANTS
Section 7.01. Investment of Funds. Any monies held as a part of the funds and accounts

created by this Resolution, other than the Revenue Fund, shall be invested and reinvested by the
Bond Commission, the Depository Bank or such other bank or national banking association
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holding such fund or account, as the case may be, at the written direction of the Issuer to 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 7.01.

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 investments held for any fund or account shall be valued at the lower of cost or then current
market value, or at the redemption price thereof if then redeemable at the option of the holder,
including the value of accrued interest and giving effect to the amortization of discount, or at par
if such investment is held in the “Consolidated Fund.” The Bond Commission 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 Depository Bank or such other bank or national banking
association, as the case may be, may make any and all investments permitted by this Section 7.01
through its own bond department and shall not be responsible for any losses from such
investments, other than for its own negligence or willful misconduct.

The Depository Bank shall keep complete and accurate records of all funds, accounts and
investments, and shall distribute to the Issuer, at least once each year (or more often if reasonably
requested by the Issuer), a summary of such funds, accounts and investment earnings. The Issuer
shall retain all such records and any additional records with respect to such funds, accounts and
investment earnings so long as the 2015 Series A Bonds are Outstanding and as long thereafter
as necessary to comply with the Code and assure the exclusion of interest on the 2015 Series A
Bonds from gross income for federal income tax purposes.

Section 7.02. Tax Certificate and Rebate. 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 2015 Series A Bonds. In addition, the Issuer covenants to comply
with all Regulations from time to time in effect and applicable to the 2015 Series 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.

The Issuer shall annually calculate the rebate arbitrage, determined in accordance with
Section 148(f) of the Code. Upon completion of such calculation the Issuer shall pay, or cause to
be paid, to the United States the rebatable arbitrage in accordance with Section 148(f) of the
Code and such Regulations. The Issuer may provide for the 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 7.02. The Issuer shall keep and
retain, or cause to be kept and retained, records of determinations made pursuant to this
Section 7.02 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
the required rebate amount, any and all penalties and other amounts, from lawfully available
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sources, and obtain a waiver from the Internal Revenue Service, if necessary, and take any other
actions necessary, in order to maintain the exclusion of interest on the 2015 Series A Bonds from
gross income for federal income tax purposes.

Section 7.03. 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 2015 Series 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
2015 Series A Bonds during the term thereof is, under the terms of the 2015 Series 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 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 2015 Series 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 2015 Series A Bonds during the term thereof is, under the terms of the 2015 Series 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 2015 Series 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 2015 Series 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, all of the foregoing to be
determined in accordance with the Code.

B. PRIVATE LOAN LIMITATION. The Issuer shall assure that not in excess of the
lesser of 5% of the Net Proceeds of the 2015 Series 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 2015
Series A Bonds to be directly or indirectly “federally guaranteed” within the meaning of
Section 148(b) of the Code and Regulations promulgated thereunder.

D. INFORMATION RETURN. The Issuer will file all statements, instruments and
returns necessary to assure the tax-exempt status of the 2015 Series 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 2015 Series A Bonds will be and remain excludable from gross income
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for federal income tax purposes, and 2015 Series A Bonds not take any actions which would
adversely affect such exclusion.

Section 7.04 Bank-Qualified Designation. The Issuer hereby designates the 2015
Series A Bonds as “qualified tax-exempt obligations™ for purposes of Section 265(b)(3)(B) of the
Code and covenants that the 2015 Series A Bonds do not constitute private activity bonds as
defined in Section 141 of the Code. The Issuer shall not issue tax-exempt obligations itself or
approve the issuance of tax-exempt obligations of its “subordinated” entities, if any, that would,
when aggregated with the 2015 Series A Bonds and all other tax-exempt obligations heretofore
issued in calendar year 2015 by the Issuer and such “subordinated” entities, exceed $10,000,000
of tax-exempt obligations during calendar year 2015.

ARTICLE VIII

DEFAULTS AND REMEDIES

Section 8.01. Events of Default. Each of the following events shall constitute an “Event
of Default” with respect to the 2015 Series A Bonds.

(A)  If default occurs in the due and punctual payment of
the principal of or interest on the 2015 Series A Bonds;

(B)  If default occurs in the Issuer’s observance of any
of the covenants, agreements or conditions on its part relating to
the 2015 Series A Bonds in this Resolution, any resolution
supplemental hereto, or in the 2015 Series A Bonds, as the case
may be, contained, and such default shall have continued for a
period of 30 days after the Issuer shall have been given written
notice of such default by the Depository Bank, any other bank or
banking association holding any fund or account hereunder or
Holder of the 2015 Series A Bonds;

(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 the Prior Bonds.

Section 8.02. Remedies. Upon the happening and continuance of any Event of Default,
any Holder of the 2015 Series A 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 interest then due; (ii) by mandamus or other appropriate proceeding
enforce all rights of the Holder of the 2015 Series A Bonds including the right to require the
Issuer to perform its duties under the Act and this Resolution, including but not limited to the
making and collection of sufficient rates or charges for services rendered by the System;
(iii) bring suit upon the 2015 Series A Bonds; (iv) by action at law or bill in equity require the
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Issuer to account as if it were the trustee of an express trust for the Holder of the 2015 Series A
Bonds; and (v) by action or bill in equity enjoin any acts in violation of this Resolution with
respect to the 2015 Series A Bonds, or the rights of the Holder of the 2015 Series A Bonds;
provided, that all rights and remedies of the Holders of the 2015 Series A Bonds shall be on a
parity with the Holders of the Prior Bonds.

No remedy by the terms of this Resolution conferred upon or reserved to the Holder of
the 2015 Series A Bonds 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 Holder
of the 2015 Series A Bonds hereunder or now or hereafter existing at law or by statute.

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 Default 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 Holder of the 2015 Series
A Bonds shall extend to or shall affect any subsequent default or Event of Default or shall impair
any rights or remedies consequent thereto.

Section 8.03. Appointment of Receiver. Any Registered Owner of a Bond may, by
proper legal action, compel the performance of the duties of the Issuer under this Resolution and
the Act, including the completion of the Project and after commencement of operation of the
System, the making and collection of sufficient rates and charges for services rendered by the
System and segregation of the revenues therefrom and the application thereof. If there be any
Event of Default with respect to the Bonds, any Registered Owner of a Bond 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 or to complete the acquisition and
construction of the Project on behalf of the Issuer, with power to charge rates, rentals, fees and
other charges sufficient to provide for the payment of Operating Expenses of the System, the
payment of the Bonds and interest thereon and deposits into the funds and accounts hereby
established, and to apply such rates, rentals, 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 or her or its agents and
attorneys, enter into and upon and take possession of all facilities of said System and shall hold,
operate and 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 exercise.

Whenever all that is due upon the Bonds and interest thereon and under any covenants of
this Resolution for 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 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 Registered Owner of the

29



Bonds or any Prior Bonds shall have the same right to secure the further appointment of a
receiver upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon him or her
or it, 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 may be appointed at 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 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 completion of the Project and the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and
Registered Owners of such Bonds and the curing and making good of any Event of Default with
respect thereto under the provisions of this Resolution, and the title to and ownership of the
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, assign, mortgage or otherwise dispose of any
assets of the System.

ARTICLE IX
PAYMENT OF BONDS

Section 9.01. Payment of Bonds. If the Issuer shall pay or there shall otherwise be paid,
to the Holder of the 2015 Series 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 the pledge
of Net Revenues and other moneys and securities pledged under this Resolution and all
covenants, agreements and other obligations of the Issuer to the Registered Owners of the 2015
Series A Bonds shall thereupon cease, terminate and become void and be discharged and
satisfied, except as may otherwise necessary to assure the exclusion of interest on the 2015
Series A Bonds from gross income for federal income tax purposes.

ARTICLE X
MISCELLANEOUS

Section 10.01. Amendment or Modification of Resolution. Prior to issuance of the 2015
Series A Bonds, this Resolution may be amended or supplemented in any way by a resolution
supplemental hereto. Following issuance of the Bonds, no material modification or amendment
of this Resolution, or of any resolution amendatory or supplemental hereto, that would materially
and adversely affect the rights of Registered Owners of the 2015 Series A Bonds shall be made
without the consent in writing of the Registered Owners of the 2015 Series A Bonds so affected
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and then Outstanding; provided, that no change shall be made in the maturity of the 2015 Series
A Bonds or the rate of interest thereon, or in the principal amount thereof, or affecting the
unconditional promise of the Issuer to pay such principal and interest out of the funds herein
pledged therefor without the consent of the Registered Owner thereof. This Resolution may be
amended without the consent of any Holder of the 2015 Series A Bonds as may be necessary to
assure compliance with Section 148(f) of the Code relating to rebate requirements or otherwise
as may be necessary to assure the exclusion of interest on the 2015 Series A Bonds from gross
income of the holders thereof.

Section 10.02. Resolution Constitutes Contract. The provisions of this Resolution shall
constitute a contract between the Issuer and the Registered Owners of the 2015 Series A Bonds,
and no change, variation or altercation of any kind of the provisions of this Resolution shall be
made in any manner, except as provided in this Resolution.

Section 10.03. Severability of Invalid Provisions. If any section, paragraph, clause or
provision of this Resolution should be held invalid by any court of competent jurisdiction, the
invalidity of such section, paragraph, clause or provision shall not affect any of the remaining
provisions of this Resolution or the 2015 Series A Bonds.

Section 10.04. Headings, Etc. The headings and catchlines of the articles, sections and
subsections hereof are for convenience of reference only, and shall not affect in any way the
meaning or interpretation of any provision hereof.

Section 10.05. Conflicting Provisions Repealed. All ordinances, resolutions, indentures
or orders, or parts thereof, in conflict with the provisions of this Resolution are, to the extent of
such conflict, hereby repealed; provided, however, that all provisions of the Prior Resolutions
shall remain in full force and effect, as applicable, until the Prior Bonds and all interest accrued
thereon are paid in full.

Section 10.06. Covenant of Due Procedure, Etc. The Issuer covenants that all acts,
conditions, things and procedures required to exist, to happen, to be performed or to be taken
precedent to and in the adoption and passage of this Resolution do exist, have happened, have
been performed and have been taken in regular and due time, form and manner as required by
and in full compliance with the laws and Constitution of the State applicable thereto; and that the
Chairman, the 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 10.07. Effective Date. This Resolution shall take effect immediately upon
adoption.

[Remainder of Page Intentionally Left Blank]
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

Entered: December 16, 2013 S

CASE NO. 13-1267-PSD-PC-19A

NORTH BECKLEY PUBLIC SERVICE DISTRICT

a public utilities, Raleigh County.
Rule 19A application to increase sewer rates and charges
of Stanaford Acres Sewerage System, Inc., and
request for approval of a bank loan.

RECOMMENDED DECISION

A $210,000 loan is approved and the Staff-recommended rate increase for the Stanaford
customers is approved.

CASE RECORD

On August 21, 2013, North Beckley Public Service District (District or NBPSD), by counsel
Susan J. Riggs, filed with the Public Service Commission (Commission), pursuant to Rule 19A of
the Commission's Rules for the Construction and Filing of Tariffs (Tariff Rules), an application for
the implementation of a monthly surcharge for the customers of Stanaford Acres Sewerage System,
Inc. (Stanaford), in order to fund the costs of the initial tie-in of the Stanaford sewer system to the
District’s system. The District related as follows: In North Beckley Pub. Serv. Dis. and Stanaford
Acres Sewer Sys., Inc., Case No. 11-0086-PSD-S-PC (2012), the Commission approved the
District’s constructing a tie-in between its system and the Stanaford system preparatory to the
District’s taking over the Stanaford system. The Stanaford system has three uninterconnected
discharge points; two can be connected to the District’s system by gravity, but connecting the third
will require a lift station. The estimated cost of the project is'$246,116.32. The District plans to
use $37,079.79 of its cash on hand for the project, but needs a loan of approximately $210,000 to
fully fund the project; the District contemplates a loan payable over three years at a 4% annual
interest rate. The District requested that such a loan be approved and that a monthly surcharge of
$24.28, to be charged the Stanaford customers and to be in effect for three years, be approved; the
surcharge would increase the District’s revente by $56,232, a 65% increase for the Stanaford
customers, and would be sufficient to pay the debt service on the loan.
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On September 19, 2013, Staff Attorney Chris Howard filed an Initial Joint Staff
Memorandum, advising the District of the notice requirements of Tariff Rule 8.2, and an attached
memorandum from William A. Nelson, of the Utilities Division.

On October 1, 2013, the Commission issued an Order referring this matter to the Division of
Administrative Law Judges for decision no later than April 18, 2014. Staff was ordered to file its
final report no later than December 2, 2013, and the District was ordered to mail to each individual
customer, no later than October 31, 2013, a notice of its requested increase, as required by Tariff
Rule 8.2.f, and to file a certificate evidencing such mailing no later than November 15, 2013.

On October 23, 2013, the District, by counsel, filed a joint motion with Stanaford that
Stanaford be joined as a party in this matter.

On November 7, 2013, Stanaford, by its manager Dianna Powell, filed a statement prov1d1ng
five reasons why it supported the District’s requests, including the following:

Stanaford is an upper middle class community with very nice homes served by a
troubled sewer system. Part of the reason the system is troubled was the very low
rates charged by Stanaford to its customers for over 30 years.

The District requested the three year payback as it will coincide with the payoff of
another District loan which will be substituted with the proposed loan to replace the
entire Stanaford collection system and remove the Stanaford treatment systems.

" The result will be that the rates of Stanaford and the District can be blended
Ffor o N nraioant [T fh + the Staqaf‘o v customers un” see a

. .
immediately after a Stanaford project at the

significant rate decrease. Stanaford fully supports this approach.

On November 15, 2013, the undersigned issued a Procedural Order granting the motion for
joinder; Stanaford was added as a party.

Also on November 15, 2013, the District, by counsel, filed a motion for leave to include
substitute language in the notice of its requested rate increase and a completed Tariff Form 6-A,
which stated that, on October 30, 2013, it had mailed to each of the Stanaford customers an attached
notice, which was a detailed statement of what was being proposed in this matter, as well as
background information, - It also advised the customers of a meeting on the proposal on November
7, 2013. The motion requested approval of the District’s having sent the letter instead of the
limited information normally included in the notice of a requested rate increase.

By Procedural Order issued November 18, 2013, the motion was granted, it was therefore
declared that the District had completed the requirements of Tariff Rules 8.2.fand 8.2.g.

On December 3, 2013, Mr. Howard filed the Final Joint Staff Memorandum and the Staff
Report, consisting of a Rule 42 Exhibit and a document that included the Staff-recommended rates,
prepared by Mr. Nelson, of the Utilities Division, which included the following: The purpose of
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the agreement approved in Case No. 11-0086-PSD-S-PC was for the District to acquire Stanaford;
one condition of the agreement for finalization of the acquisition was that the District establish rates
to be charged the Stanaford customers. The District serves approximately 3,588 customers and
Stanaford serves approximately 193 customers, all residential. The District has been offered a
$210,000 loan from BB&T, at an annual interest rate of 1.65% and payable over three years. Staff
examined the District’s records for the fiscal year ending June 30, 2012, and Stanaford’s books and
records for the year ending December 31, 2012. Staff’s cash flow analysis for the District shows
that the District is operating at a deficit.! However, because the District and Stanaford in this
matter have requested increased charges only for the Stanaford customers and the District
apparently is using unencumbered investment savings to offset its cash flow deficit when needed,
Staff’s recommendations related only to a new Schedule VI of the District’s tariff, applicable to the
Stanaford customers alone. Staff recommended a Step 1 increase for the Stanaford customers, to
become effective when this decision becomes final and remain in effect for three years; at the end of
the three years the Stanaford customers would pay the same rates as the District’s customers,
which, unless modified in another case, will be the District’s current rates; Schedule VI would be
discontinued; those rates Staff presented as Step 2 rates.” The Step 1 rates would provide $58,570
in additional annual revenue, and would be sufficient to pay the debt service on the loan.

On December 13, 2013, the District, by counsel, filed a letter accepting the
Staff-recommended rates, and stating, “Due to the immediate environmental concerns related to the
Stanaford system’s inadequate treatment of its customers’ sewage, the District desires to proceed as
quickly as possible with obtaining the requested loan and completing the initial tie-in of the
Stanaford system to the District’s system.”

DISCUSSION

The Staff-recommended Step 1 rates will be approved. Under the Stanaford current tariff, a
customer using 4,000 gallons in a month pays $34.50. Adding the proposed $24.28 monthly
surcharge would result in a monthly bill of $58.78. Under the Step'l Schedule VI rates, a
Stanaford customer using 4,000 gallons in a month will be billed $57.96. Under Tariff Rule 8.2.i, a
utility that accepts the Staff-recommended rates is required to publish and post a notice of them.
However, because the rate changes approved here affect only the Stanaford customers; the letter
sent in October by the District to the Stanaford customers apprised them of the proposed surcharge
and no Stanaford customer objected to the surcharge; and the Staff-recommended Step 1 rates will
not cause higher monthly bills for the average customer than the surcharge would have, no further

' The cash flow chart shows, at going level, total annual revenue of $2,302,171 and total annual cash requirements of $1,515,651,
including $1,463,850 in operation and maintenance expenses, leaving $786,520 for debt service. However, the District’s debt
service requirements total $1,069,492, creating an annual deficit of $282,972 and a debt service coverage factor of 75.17%.

2 The cash flow chart shows that under Step 1 the District’s total revenue would be $2,360,741; its cash requirements total
$1,515,651, leaving $845,090 for debt service. With debt service requirements totaling $1,069,492, the District would have a
deficit of $224,402 and a debt service coverage factor of 80.76%. Under Step 2, the District’s total annual revenue would be
$2,295,243 and its total annual cash requirements would be $1,512,908, leaving $782,334 for debt service. With debt service
requirements totaling $976,900, the District would have a deficit of $194,566 and a debt service coverage factor of §0.28%.
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notice needs to be issued and the District will be deemed to have substantially complied with Tariff
Rule 8.2.1.

The October letter to the Stanaford customers advised them that, at the end of the three years
needed to repay the $210,000 loan, the District “will be filing for a general adjustment in the rate it
charges to all of its customers.”  W.Va, Code §24-2-3 requires the Commission to set reasonable
rates whenever it finds any existing rates “unjust, unreasonable, insufficient or unjustly
discriminatory” or otherwise in violation of the law. The District’s last rate increase was approved
in 2006 (Case No. 06-0503-PSD-19A) and the record in this matter makes clear that the District’s
rates for its customers as a whole are already grossly inadequate to pay for its expenses and to
provide adequate debt service coverage. Because the information needed to fix reasonable rates
for all of the District’s customers has not been provided and the undersigned does not wish to hold
up the Stanaford tie-in and approval of the loan needed for that construction, she will not require in
this matter the further information needed to approve rate increases for all of the District’s
customers. However, the District will be ordered to file, within sixty days of the date on which this
decision becomes final, an application for a general rate increase. Further, because those rates
undoubtedly will become effective within three years, the Step 2 rates will not be approved.

FINDINGS OF FACT

i. On August 21, 2013, North Beckley Public Service District. filed with the Public
Service Commission, pursuant to Rule 19A of the Commission’s Rules for the Construction and
Filing of Tariffs, an application for the implementation of a monthly surcharge for the customers of
Stanaford Acres Sewerage System, Inc., in order to fund the costs of the initial tie-in of the
Stanaford sewer system to the District’s system, which was approved in North Beckley Pub. Serv.
Dis. and Stanaford Acres Sewer Sys., Inc., Case No. 11-0086-PSD-S-PC (2012). (See application).

2. The Stanaford system has three uninterconnected discharge points; two can be
connected to the District’s system by gravity, but connecting the third will require a lift station.
The estimated cost of the project is $246,116.32. (See application).

3. The District plans to use $37,079.79 of its cash on hand for the project, but needs a
loan of approximately $210,000 to fully fund the project. (See application).

4. The District has been offered-a $210,000 loan from BB&T, at an-annual interest rate
of 1.65% and payable over three years. (See Final Joint Staff Memorandum filed December 3,
2013).

5. Staff examined the District’s records for the fiscal year ending June 30, 2012, and
Stanaford’s books and records for the year ending December 31, 2012. (See Final Joint Staff
Memorandum).
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0. Staff’s cash flow analysis for the District shows that the District is operating at a
deficit. At going level, the District has total annual revenue of $2,302,171 and total annual cash
requirements of $1,515,651, including $1,463,850 in operation and maintenance expenses, leaving
$786,520 for debt service. However, the District’s debt service requirements total $1,069,492,
creating an annual deficit of $282,972 and a debt service coverage factor of 75.17%. (See Final
Joint Staff Memorandum).

7. Because the District and Stanaford in this matter have requested increased charges
only for the Stanaford customers and the District apparently is using unencumbered investment
savings to offset its cash flow deficit when needed, Staff’s recommendations related only to a new
Schedule VI of District tariff, applicable to the Stanaford customers alone. Staff recommended a
Step 1 increase for the Stanaford customers, to become effective when this decision becomes final
and remain in effect for three years; at the end of the three years the Stanaford customers would pay
the same rates as the District’s customers and Schedule VI would be discontinued; Staff presented
those rates as Step 2 rates. (See Final Joint Staff Memorandum).

8. The Step 1 rates would provide $58,570 in additional annual revenue, and would be
sufficient to pay the debt service on the loan. (See Final Joint Staff Memorandum).

9. Under Step 1 the District’s total revenue would be $2,360,741; its cash requirements
total $1,515,651, leaving $845,090 for debt service. With debt service requirements totaling
$1,069,492, the District would have a deficit of $224,402 and a debt service coverage factor of
80.76%. Under Step 2, the District’s total annual revenue would be $2,295,243 and its total annual
cash requirements would be $1,512,908, leaving $782,334 for debt service. With debt service
requirements totaling $976,900, the District would have a deficit of $194,566 and a debt service
coverage factor of 80.28%. (See Final Joint Staff Memorandum).

10.  The District accepted the Staff-recommended rates. (See filing of December 13,
2013).

11.  On October 30, 2013, the District mailed to each of the Stanaford customers an
attached notice, which was a detailed statement of what was being proposed in this matter,
including the proposed $24.28 surcharge, as well as background information. No objection was
filed. (See filing of November 15, 2013; Commission case file).

.12, Under the Stanaford current tariff, a customer using 4,000 gallons in a month pays .
$34.50. Adding the proposed $24.28 monthly surcharge would result in a monthly bill of $58.78.
Under the Step 1 Schedule VI rates, a Stanaford customer using 4,000 gallons in a month would be
billed $57.96. Accordingly, the bills issued the Stanaford customers under the Staff-recommended
Step | rates are generally lower than what the bills would have been had the proposed surcharge
been approved. (See filing of November 15, 2013; Final Joint Staff Memorandum).
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CONCLUSIONS OF LAW

l. Because the Stanaford customers were fully informed of proposed monthly charges
greater than the Step 1 rates recommended by Staff, it is not necessary for the District to provide
further notice; it has substantially complied with Tariff Rule 8.2.i.

2. It is appropriate to approve the loan stated at Finding of Fact 4 because it is
reasonable.
3. It is appropriate to approve the Staff-recommended Step 1 rates, as provided in

Appendix A, because they will be sufficient to pay the debt service on the loan.

4., Because the District’s current rates are insufficient to pay its expenses and to provide
adequate debt service coverage, the District will be ordered to file, within sixty days of the date on
which this decision becomes final, an application for a general rate increase and the Step 2 rates
recommended by Staff will not be approved.

ORDER

IT IS, THEREFORE, ORDERED that the $210,000 loan, at an annual interest rate of 1.65%
and payable over three years, IS APPROVED.

IT IS FURTHER ORDERED that the rates, as provided in Appendix A hereto, are approved, ||
to become effective on the date on which this decision becomcs final, because they are sufficient to
pay the debt service on said loan.

[T IS FURTHER ORDERED that North Beckley Public Service District file an original and
at least five (5) copies of a proper tariff reflecting the rates approved herein within thirty (30) days
of the date on which this decision becomes final.

IT IS FURTHER ORDERED that North Beckley Public Service District file with the
Commission, no later than sixty (60) days after the date on which this decision becomes final, an
application to increase its rates.

IT IS FURTHER ORDERED that this matter be removed from the Commission's docket of

open cases.

IT IS FURTHER ORDERED that the Executive Secretary of the Commission serve a copy
of this order upon the Commission by hand delivery, and by electronic service upon all parties of
record who have filed an e-service agreement with the Commission and by United States Certified
Mail, return receipt requested, and upon all parties of record who have not filed an e-service
agreement with the Commission.
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Leave is hereby granted to the parties to file written exceptions supported by a brief with the
Executive Secretary within fifteen (15) days of the date this order is mailed. If exceptions are
filed, the parties filing exceptions shall certify to the Executive Secretary that all parties of record
have been served said exceptions.

If 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 is 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 filing an appropriate petition in writing with the Executive Secretary. No such
waiver will be effective until approved by order of the Gommission.

unya Anderson
Administrative Law Judge

SA:s
131267ab.docx
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NORTH BECKLEY PUBLIC SERVICE DISTRICT
CASE NO. 13-0962-PSD-42T

AP_PROVED TARIFF

SCHEDULE 1

APPLICABILITY
Applicable within the entire territory served.

AVAILABILITY
Available for general domestic, commercial, industrial and sale for resale sewer service.

RATES (customers with metered water supply)

First 2,000 gals used per month $9.07 per 1,000 gallons
Next 23,000 gals used per month $7.80 per 1,000 gallons
All Over 25,000 gals used per month $5.21 per 1,000 gallons
MINIMUM CHARGE

No bill will be rendered for less than $18.14 per month, which is the equivalent of 2,000
gallons of usage.

DELAYED PAYMENT PENALTY

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

DISCONNECT/RECONNECT/ADMINISTRATIVE FEES

Whenever water service has been disconnected for non-payment of sewer bills in
conjunction with a water service termination agreement with Beckley Water, a disconnection fee of
$25.00 shall be charged, or in the event the delinquent sewer bill is collected by the water company,
an administrative fee of $25.00 shall be charged. '

Whenever water service, which has been previously disconnected or otherwise withheld for
non-payment of a sewer bill in conjunction with a water service termination agreement with
Beckley Water, is reconnected, a reconnection fee of $25.00 shall be charged.

TAP FEE
The following charges are to be made whenever the utility installs a new tap to serve an

applicant:
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A tap fee of $100.00 will be charged to customers applying for service before construction is
completed adjacent to the customer’s premises in connection with a certificate proceeding before
the Commission. This pre-construction tap fee will be invalid after the completion of construction
adjacent to an applicant’s premises that is associated with a certificate proceeding.

A tap fee of $300.00 will be charged to all customers who apply for service outside of a
certificate proceeding before the Commission for each new tap to the system.

RETURNED CHECK CHARGE

A service charge equal to the actual bank fee assessed to the sewer utility up to a maximum
of $25.00 will be imposed upon any customer whose check for payment of charges is returned by
the bank due to insufficient funds.

LEAK ADJUSTMENT
$0.47 per 1,000 gallons is to be used when the bill reflects unusual water consumption which

can be attributed to eligible leakage on the customer’s side of the meter. This rate shall be applied
to all such consumption above the customer’s historical average usage. '

SCHEDULE II

SURCHARGE FORMULA TO BE APPLIED IN CASES WHERE SURFACE DRAINAGE IS
CONNECTED TO THE DISTRICT'S SANITARY SYSTEM

APPLICABILITY
Whenever the District has discovered that a customer’s roof drain, downspout, storm sewer

or similar facilities conducting surface water has been connected to the District's sewer system and
such a customer has failed to take appropriate action within thirty (30) days of receipt of a demand
by the District, in accordance with the Rules and Regulations of the Public Service Commission, to
eliminate such connection, a surcharge will be imposed upon the customer calculated on the basis
of the following formula:

A xR x.0006233 xC
S = the surcharge in dollars

A = the area under roof and/or the area of any other water collection
surface connected to the sanitary sewer, in square feet

R = the measured monthly rainfall in inches

0.000623 = a conversion factor to change inches of rain x square feet of
surface to thousands of gallons of water
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C = the District's approved rate per thousand gallons of metered
water usage

The District shall not impose the surcharge unless, and until, the customer has been notified
by certified mail, return receipt requested, or by hand delivery, that it has been established by
smoke testing, dye testing, or on-site inspection that rain or surface water is being introduced into
the sanitary sewer system at the customer’s location, and that the customer has not acted within
thirty (30) days from receipt of such notice to divert the water from the sanitary sewer system.

The surcharge shall be calculated and imposed for each month that the condition continues
to exist. Failure to pay the surcharge and/or correct the situation shall give rise to the possible
termination of water service in accordance with the rules and regulations of the Public Service
Commission of West Virginia.

Note: The surcharge is not cumulative so as not to reduce the incentive of the larger users to
disconnect. The minimum charge does not apply to the surcharge.

SCHEDULE III

SURCHARGE FORMULA TO BE APPLIED IN THE CASES OF USERS PRODUCING
UNUSUAL WASTE

The charge for the treatment of unusual waste will be calculated on the basis of the following
formula:

Ci=VoVi + BoBi + SoSi

Ci= charge to unusual users per year

Vo= average unit cost of transport and treatment chargeable to volume, in dollars per
gallon

Vi= volume of waste water from unusual users, in gallons per year

Bo=" average unit cost of treatment, chargeable to Biochemical Oxygen Demand (BOD),
in dollars per pound

Bi= weight of BOD from unusual users, in pounds per year

So= average unit cost of treatment (including sludge treatment) chargeable to total solids,
in dollars per pound

Si= weight of total solids from unusual users, in pounds per year

When an unusual user is to be served, a preliminary study of its waste, and the cost of
transport and treatment thereof, will be made. Waste containing materials which, in the judgment -
of the Public Service District, should not be introduced into the sewer system need not be handled
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by it. The results of the preliminary study will be used to determine the feasibility of the proposed
sewer service and the charge therefor, based upon the formula set out above.

Thereafter, unusual sewage will be monitored on a regular basis and at the conclusion of each fiscal
year, based on the aforesaid investigation and an audit of the Utility’s records, new cost figures will
be calculated for use in the above formula. The cost of establishing the monitoring facilities shall
be paid by the unusual user. Based on these audited figures, additional billings covering the past
fiscal year will be made for payment by each unusual user, or refund given by the Public Service
District, as the case may be. Such audited figures shall then be used for the preliminary billing for
the next fiscal year, at the end of which an adjustment shall be made as aforesaid.

SCHEDULE IV

Where the amount of sanitary sewage discharge into the Utility’s wastewater collection
and/or treatment system by certain industrial plant or plants cannot be accurately determined by the
use of the plant’s water meter or meters, and said plant cannot install a flow meter to measure such
waste, a special formula will be used whereby such plant or plants will pay to the Utility a sewer
charge calculated at fifty gallons of water per each employee at the plant each working day.

SCHEDULE V

APPLICABILITY
Applicable within the entire territory served.

AVAILABILITY
Available for wastewater and leachate haulers.

RATES
Commodity charge — Each customer shall pay a commodity charge of $40.00 per 1,000

gallons per load. Load will be actual capacity of the truck or other transport method delivering
wastewater and leachate. Actual capacity shall be determined, or verified solely, by the Utility.

DELAYED PAYMENT PENALTY. o T

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

RETURNED CHECK CHARGE
A service charge equal to the actual bank fee assessed to the District or a2 maximum of

$25.00 will be imposed upon any customer whose check for payment of charges is returned by the
bank due to insufficient funds.
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SCHEDULE VI

APPLICABILITY
Applicable to those customers formerly served by the Stanaford Acres Sewerage System.

AVAILABILITY
Available for general domestic, commercial and industrial service.

RATES (customers with metered water supply)

First 3,000 gals used per month $15.54 per 1,000 gallons
(Includes a surcharge of $7.82 for debt repayment)
All Over 3,000 gals used per month $11.34 per 1,000 gallons

(Includes a surcharge of $7.82 for debt repayment)

MINIMUM CHARGE
No bill will be rendered for less than $46.62 per month, which is the equivalent of 3,000
gallons with a 5/8-inch meter. (Includes a surcharge of $23.45 for debt repayment)

FLAT RATE CHARGE (customers with non-metered water supply)
Equivalent of 4,500 gallons of water usage or $63.63 per month. (Includes a surcharge of
$32.01 for debt repayment)

DELAYED PAYMENT PENALTY

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

TAPFEE
The following .charge is to be made whenever the utility installs a new tap to serve an

applicant:

A tap fee of $300.00 will be charged to all customers who apply for service outside of a
certificate proceeding before the Commission for each new tap to-the system.

RETURNED CHECK CHARGE

A service charge equal to the actual bank fee assessed to the Stanaford up to a maximum of
$25.00 will be imposed upon any customer whose check for payment of charges is returned by the
bank due to insufficient funds.
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LEAK ADJUSTMENT
$1.91 per 1,000 gallons is to be used when the bill reflects unusual water consumption which

can be attributed to eligible leakage on the customer’s side of the meter. This rate shall be applied
to all such consumption above the customer’s historical average usage.
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA in
the City of Charleston on the 28th day of January, 2014,

CASE NO. 13-1267-PSD-PC-19A

NORTH BECKLEY PUBLIC SERVICE DISTRICT,
a public utility, Beckley, Raleigh County.
Rule 19A application to increase sewer rates
and charges of Stanaford Acres Sewerage
System, Inc. and request for approval of a bank
loan.

COMMISSION ORDER

The Commission modifies a Recommended Decision to remove a requirement that
a rate case be filed within sixty days and conditionally approves the use of Step 2 rates.

BACKGROUND

On August 21, 2013, North Beckley Public Service District filed to increase rates
under Rule 19A of the Commission Rules for the Construction and Filing of Tariffs, 150
C.S.R. Series 2, to add a $24.28 monthly surcharge for three years for the former
customers of Stanaford Acres Sewerage System, Inc. The Commission approved North
Beckley's takeover of the Stanaford system in 2012 in Case Number 11-0086-PSD-S-PC.
Rule 19A Application at 1-2 & Exs. A-B (Aug. 21, 2013).

The Stanaford system has three discharge points. Two can be connected to North
Beckley by gravity, and the third discharge point requires a lift station that is estimated to
cost $246,116. North Beckley proposed to use $37,079 from cash on hand and requested
approval of a $210,000 loan- at 1.65 percent interest for three years. North Beckley later
plans-to enter-into a-separate loan-for a project to replace the entire Stanaford collection
system and remove the Stanaford treatment systems. North Beckley and Stanaford rates
then will be blended and rates for customers of the former Stanaford system will
significantly decrease. Id.; Staff Rule 42 Financial Ex. Transmittal Ltr. at 2 (Dec. 3,
3012). Stanaford supported this approach. Stanaford Ltr. at 1-3 (Nov. 7, 2013).

North Beckley serves 3,588 customers and Stanaford serves 193, all residential.
Staff Rule 42 Financial Ex. Transmittal Ltr. at 2 (Dec. 3, 3012); North Beckley's Tariff

Form No. 2 (Aug. 21, 2013).




On October 1, 2013, the case was referred to the Division of Administrative Law
Judges. Comm'n Referral Orderat 1.

On December 3, 2013, Commission Staff filed recommended rates, accompanied
by a cash flow analysis that showed North Beckley was operating at a deficit. Staff Rule
4?2 Financial Ex. Transmittal Ltr. at 4, Statement D Schedule 1 & Statement F Schedule 2

(Dec. 3, 2013).

Because increased charges were requested only for former Stanaford customers
and North Beckley was apparently using unencumbered investment savings to offset the
cash flow deficit when needed, Staff only proposed increased rates for former Stanaford
customers. Staff Recommended Revenue Requirements & Rates Report at 1-2 (Dec. 3,
2013). Under Step 1 the Stanaford surcharge will apply, but under Step 2 (at the end of
three years), Stanaford customers will pay the same rates as other North Beckley
customers. Step 1 rates for Stanaford customers will generate $58,570 annually in
additional revenues, and operating expenses at both North Beckley and Stanaford will be
reduced after the takeover. The combination of the additional revenue from the surcharge
and reduced operating expenses is sufficient to pay the §71,891 annual debt service on
the proposed $210,000 loan. Staff Rule 42 Financial Ex. Transmittal Ltr. at 3, Statement
C (debt service amount) & Statements G & A2 (adjustments to operating expenses),

On December 13, 2013, North Beckley and Stanaford accepted the Staff rates,
Joint Response to Final Joint Staff Memorandum at 1. Because of environmental
concerns related to the Stanaford system’s inadequate treatment of sewage, North
Beckley proposed to proceed as quickly as possible. Id.

The ALJ approved North Beckley's entry into the $210,000 loan and Staff's Step 1
rates for former Stanaford customers. She also noted that the Staff cash flow analysis
showed an annual deficit. Rec. Dec. at 3, 5 (Dec. 16, 2013). Because W. Va. Code § 24-
2-3 requires the Commission to set reasonable rates and the record was clear that current
rates are inadequate to pay expenses and provide adequate debt service coverage, the ALJ
required North Beckley to file a rate case. Because the information needed to establish
reasonable rates for all customers was not provided and the ALJ did not wish to delay the
Stanaford tie-in, she required a rate case to be filed within sixty days of a final Order in
this proceeding. Id. at 4. The ALJ did not approve the Staff Step 2 rates because they
were not proposed to be effective until three years later. Id.

On December 30, 2013, North Beckley filed Exceptions to the Recommended
Decision, asserting that Staff's revenue requirement erroncously included $241,552 for
the 2009B State Revolving Fund issue, but this was a forgivable State Revolving
Fund/American Recovery and Reinvestment Act of 2009 loan. The “debt service” is
forgiven annually and is not a draw on cash flow. Exceptions at 3. Although removal of
this item does not completely erase the Staff cash flow deficit, the operating deficit is

reduced dramatically. Id. at 3-4.
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North Beckley plans to file a combination certificate application and rate case in
2014. Id. at 3-4. North Beckley has submitted a preliminary application to the West
Virginia Jobs and Infrastructure Development Council for the Stanaford replacement
project with a draft Rule 42 financial exhibit that takes these matters into account:

a) The combination rate and certificate case will address approval of
loan funding and appropriate rates;

b) The 1999A Water Development Authority/State Revolving Fund
bond issue, with a $404,544 annual principal payment and a $40,960
annual administrative fee, will mature in 2020 and has a fully funded

reserve account;

- C) The proposed loan scenario for the replacement project contemplates
wrapping the $210,000 loan so that part of the principal payments
is deferred beyond the three-year term approved in the
Recommended Decision; and

d) Until the certificate and rate case are filed, unencumbered cash
balances are more than sufficient to cover any operating cash
deficit. Average annual capital expenditures of $79,862 over the
last five years indicate that North Beckley is not in a distressed cash
flow position. |

Id. Under these circumstances, North Beckley argued that requiring a rate case within
sixty days of a final Order would be an unnecessary expenditure of funds by the utility
and the inefficient use of Commission resources. Id. at 4.

Staff recommended that the Exceptions be granted. When the ARRA debt
requirement is forgiven, the annual operating deficit is only $41,420. Staff Response to
Exceptions at 1-3 (Dec. 31, 2013).

On January &, 2014, Stanaford also supported the Exceptions. Stanaford Response
to Exceptions at 1.

DISCUSSION .

The ALJ correctly notes that reasonable rates are required by statute. Usually, a
utility will not operate at a deficit under reasonable rates. Upon these particular facts,
though, requiring a rate proceeding within sixty days of a final Order would be an
unnecessary expenditure of funds by North Beckley and the inefficient use of
Commission resources because North Beckley is preparing a combination certificate and
rate proceeding for a project to complete its takeover of the Stanaford system and can




tions

absorb the operating deficit for a short while. The Commission will grant the Excepti

and remove the requirement to file a rate case within sixty days.

The Commission also will approve the Staff Step 2 rates for use at the end of the
three-year loan period. Because North Beckley will file a combination rate and
certificate proceeding in 2014, the Step 2 rates may never take effect. Instead, revised
rates will be set in the combination rate and certificate proceeding that will apply to all
North Beckley customers. We approve the use of the Staff Step 2 rates for use, but only
if revised rates for all North Beckley customers that will be established in the
forthcoming rate and certificate proceeding are not in effect at the end of the three-year

loan period.

As modified by this Order, the Commission will adopt the Recommended
Decision.

FINDINGS OF FACT

I. Under Step 1 rates, North Beckley will operate at a $41,420 deficit. Staff
Rule 42 Financial Ex. Transmittal Ltr. at 4, Statement D Schedule 1 & Statement F
Schedule 2 (Dec. 3, 2013); Staff Response to Exceptions at 1-3 (Dec. 31, 2013).

2. During the last five years, North Beckley's average annual capital
expenditures have been $79,862. North Beckley Exceptions at 3-4.

3. North Beckley will file a combined certificate and rate proceeding in 2014
that will, among other matters, request approval of a loan for the Stanaford replacement

project and blended rates that will apply to all customers. Id.

4, Until the certificate and rate case are filed, North Beckley's unencumbered
cash balances should be sufficient to cover the $41,420 operating cash deficit. Id.

CONCLUSIONS OF LAW

1. Requiring a rate proceeding within sixty days of a final Order would be an
unnecessary expenditure of funds by North Beckley and the inefficient use of
Commission resources because North Beckley is preparing a combination certificate and

rate proceeding to be filed in 2014 for a project to complete its takeover of the Stanaford = |I"

system and North Beckley should be able to absorb a $41,420 operating deficit for a short
while.
2. The Staff Step 2 rates should be approved for use at the end of the three-
year loan period, but only if revised rates for all North Beckley customers that will be
established in the forthcoming rate and certificate proceeding are not in effect at the end

of that three-year loan period.




ORDER

IT IS THEREFORE ORDERED that the North Becldey Exceptions are granted.
North Beckley is not required to file a rate proceeding within sixty days of the date of this
Order and the Staff Step 2 rates are approved for use at the end of the three-year loan
period, but only if revised rates for all North Beckley customers that will be established
in the forthcoming rate and certificate proceeding are not in effect at the end of the three-

year loan period.

IT IS FURTHER ORDERED that the Recommended Decision, as modified by
this Commission Order, is adopted.

IT IS FURTHER ORDERED that upon entry of this Order this case shall be
removed from the Commission’s docket of open cases.

IT IS FURTHER ORDERED that the Executive Secretary of the Commission
serve a copy of this Order by electronic service on all parties of record who have filed an
e-service agreement, and by United States First Class Mail on all parties of record who
have not filed an e-service agreement, and on Commission Staff by hand delivery.

A True Copy, Teste,

«\t{z;?ﬁéa{ J[’j’b&&

Ingrid Ferrell
Executive Secretary

CLW/sek
131267ca.doc
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA in
the City of Charleston on the 1% day of April 2014.

CASE NO. 13-1267-PSD-PC-19A

NORTH BECKLEY PUBLIC SERVICE DISTRICT,

a public utility, Beckley, Raleigh County.
Rule 19A application to increase sewer rates and
charges of Stanaford Acres Sewerage System, Inc.
and request for approval of a bank loan.

COMMISSION ORDER

The Commission corrects the rates under Schedule VI of the tariff attached as
Appendix A to the December 16, 2013 Recommended Decision.

BACKGROUND

On August 21, 2013, North Beckley Public Service District (North Beckley) filed
to increase rates under Rule 19A of the Commission Rules for the Construction and
Filing of Tariffs, 150 C.S.R. Series 2, to add a $24.28 monthly surcharge for three years
for the former customers of Stanaford Acres Sewerage System, Inc, (Stanaford). The
Commission approved North Beckley's takeover of the Stanaford system in 2012 in Case

Number 11-0086-PSD-S-PC.

On October 1, 2013, the case was referred to the Division of Administrative Law
Judges (ALJ).

On December 3, 2013, Commission Staff filed recommended rates, accompanied
by a cash flow analysis that showed North Beckley was operating at a deficit. These
rates were accepted by North Beckley and Stanaford. '

On December 16, 2013, the ALJ issued a Recommended Decision approving

North Beckley's entry-into the $210,000 loan-and Staff's Step 1 rates for former Stanaford

customers. Further, because the information needed to establish reasonable rates for all
customers was not provided and the ALJ did not wish to delay the Stanaford tie-in, she
required a rate case to be filed within sixty days of a final Order in this proceeding, The
ALJ did not approve the Staff Step 2 rates because they were not proposed to be effective

until three years later.




On December 30, 2013, North Beckley filed Exceptions to the Recommended

Decision, asserting that Staff's revenue requirement erroneocusly included $241,552 for
the 2009B State Revolving Fund issue, but this was a forgivable State Revolving
Fund/American Recovery and Reinvestment Act of 2009 (ARRA) loan. The “debt
service” is forgiven annually and is not a draw on cash flow. Although removal of this
item does not completely erase the Staff cash flow deficit, the operating deficit is reduced
dramatically. Under these circumstances, North Beckley argued that requiring a rate case
within sixty days of a final Order would be an unnecessary expenditure of funds by the

utility and the inefficient use of Commission resources.

Staff and Stanaford supported the Exceptions, with Staff recommending the
Exceptions be granted. When the ARRA debt requirement is forgiven, the annual

operating deficit is only $41,420.

On Januvary 28, 2014, the Commission issued an Order modifying the
December 16, 2013 Recommended Decision to remove the requirement that North
Beckley file a rate case within sixty days and conditionally approved the use of Step 2

rates.

On March 18, 2014, North Beckley filed a Motion requesting the Commission
correct the rates set forth in Schedule VI of the tariff attached as Appendix A to the
December 16, 2013 Recommended Decision. North Beckley explained these rates were
the approved Step 1 rates, and that the January 28, 2013 Commission Order did not
address or modify the Step I rates. North Beckley further explained that the usage blocks
under Schedule VI included different surcharge amounts for the first 3,000 gallons and
each additional 1,000 gallons used per month. The tariff attached to the Recommended
Decision used the same surcharge for both blocks. North Beckley ciosed by stating that
Staff and Stanaford Acres support this Motion.

DISCUSSION

Staff recommended an embedded surcharge amount of $7.82 per 1,000 gallons for
the first 3,000 gallons used per month, dropping to $5.71 for each additional 1,000
gallons used per month. The December 16, 2013 Recommended Decision approved an

embedded surcharge amount of $7.82 per 1,000 gallons in each block.

- It is appropriate for the Commission to amend the rates set forth in Schedule VI of
the tariff approved by the Recommended Decision to indicate the correct surcharge for

each block.

FINDINGS OF FACT

1. North Beckley filed to increase rates to add a $24.28 monthly surcharge for
three years for the former customers of Stanaford. August 21, 2013 Application.

o




2. This case was referred to the Division of Administrative Law Judges.
October 1, 2013 Commission Referral Order.

3. The ALJ approved the Staff-recommended Step [ rates for former
Stanaford customers, and required North Beckley file a rate case within sixty days of a
final Order in this proceeding. The ALJ did not approve the Staff Step 2 rates because
they were not proposed to be effective until three years later. December 16, 2013

Recommended Decision.

4. North Beckley filed Exceptions to the Recommended Decision, asserting
that requiring a rate case within sixty days of a final Order would be an unnecessary
expenditure of funds by the utility and the inefficient use of Commission resources.

December 30, 2013 Exceptions.

.S, The Commission modified the December 16, 2013 Recommended. Decision
by removing the requirement that North Beckley file a rate case within sixty days and
conditionally approved the use of Step 2 rates. January 28, 2014 Commission Order.

6. North Beckley filed a Motion requesting the Commission correct the rates
set forth in Schedule VI of the tariff attached as Appendix A to the December 16, 2013
Recommended Decision because the ALJ had approved the same embedded surcharge
for both blocks. March 18, 2014 Motion. ’

CONCLUSION OF LAW

The Commission will correct the rates as set forth in Schedule VI of the tariff
attached as Appéndix A to the December 16, 2013 Recommended Decision.

ORDER

IT IS THEREFORE ORDERED that the rates attached to this Order as
Appendix A will replace the rates for Schedule VI that were approved by the
December 16, 2013 Recommended Decision.

IT IS FURTHER ORDERED that North Beckley Public Service District file an
original and six copies of a proper tariff reflecting the rates approved within thirty days of
the date of this Order.

IT IS FURTHER ORDERED that on entry of this Order this matter be removed
from the Commission docket of open cases.




IT IS FURTHER ORDERED that the Executive Secretary of the Commission
serve a copy of this Order by electronic service on all paities of record who have filed an
e-service agreement, by United States First Class Mail on all parties of record who have
not filed an e-service agreement, and on Staff by hand delivery.

A True Copy, Teste,

LHG/Irm
131267¢cb

% ]

mf’zw:}%ﬁ/ WTZ;’%@@? i
(/
Ingrid Ferrell

Executive Secretary




@

@

M

Appendix A
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SCHEDULE VI

APPLICABILITY
Applicable to those customers formerly served by the Stanaford Acres

Sewerage System.

AVAILABILITY
Available for general domestic, commercial and industrial Service.

RATES (customers with metered water supply)
First 3,000 gallons used per month  § 15.54 per 1,000 gallons
(Includes a surcharge of $7.82 for debt repayment)
All Over 3,000 gallons used per month  § 11.34 per 1,000 gallons
(Includes a surcharge of $5.71 for debt repayment)

MINIMUM CHARGE
No minimum bill will be rendered for less than $46.62 per month, which is

the equivalent of 3,000 gallons with a 5/8 inch meter.
(Includes a surcharge of $23.45 for debt repayment)

FLAT RATE CHARGE (Customers with non-metered water supply)
Equivalent of 4,500 gallons of water usage or $63.63 per month.
(Includes a surcharge of $32.01 for debt repayment)

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

percent (10%) will be added to the net current amount unpaid. This delayed
payment penalty is not interest and is to be collected only once for each bill

where it is appropriate. '

TAP FEE
The following charges are to be made whenever the utility installs a new

tap to serve an applicant.

A tap fee of $300.00 will be charged to customers applying for service
outside of a certificate proceeding before.the. Commission for each new tap.

to the system.



Appendix A
Page 2 of 2

RETURNED CHECK CHARGE
A service charge equal to the actual bank fee assessed to Stanaford up to a

maximum of $25.00 will be imposed upon any customer whose check for
payment of charges is returned by the bank due to insufficient funds.

(D) LEAK ADJUSTMENT
$1.91 per 1,000 gallons is to be used when a bill reflects unusual water

consumption which can be attributed to eligible leakage on the customer’s
side of the meter. This rate shall be applied to all such consumption above
the customer’s historical average usage.

(I) Indicates Increase
(D) Indicates Decrease



PUBLIC SERVICE COMMISSION

T OF WEST VIRGINIA

CHARLESTON

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA in
the City of Charleston on the 25" day of April 2012.

“CASE NO. 11-0086-PSD-S-PC

NORTH BECKLEY PUBLIC SERVICE DISTRICT

AND STANAFORD ACRES SEWERAGE SYSTEMS, INC.,
Joint petition for consent and approval of North
Beckley Public Service District’s acquisition of
Stanaford Acres Sewerage Systems, Inc.’s sanitary
sewer system.

COMMISSION ORDER

The Commission approves a Joint Stipulation and Agreement for Settlement (Joint
Stipulation) and grants its prior consent and approval for the parties to enter into a
proposed Asset Purchase Agreement (Agreement), as modified by the Joint Stipulation.

BACKGROUND

. On September 5, 2007, Stanaford Acres Sewerage Systems, Inc. (Stanaford) filed
a petition requesting that the Commission initiate proceedings in the Circuit Court of
Raleigh County, West Virginia, to place Stanaford under the control and responsibility of
a receiver. Stanaford Acres Sewerage Systems, Inc., Case No. 07-1699-S-PC. The
petition stated that the individual responsible for the operation and maintenance of the
Stanaford sewer system was no longer physically able to complete the required tasks.

On April 2, 2008, a Recommended Decision (Final April 22, 2008), directed
Commission Staff to petition the Circuit Court of Raleigh County, West Virginia, to
place Stanaford into receivership, with Dianna J. Powell serving as receiver, In its
decision, the Commission concluded that the appointment of a receiver was necessary to
continue operation of the Stanaford system until such time as it could become part of the

North Beckley Public -Service District (North-Beckley) sewer~system.  ~The petition ™

seeking receivership was never filed in the circuit court.

On April 23, 2010, Staff filed a Petition to Reopen Case No. 07-1699-S-PC. Staff
indicated that (i) a petition for receivership had not been filed with the Circuit Court as
directed in the final order, and (ii) Staff had been in discussions with North Beckley to
acquire the Stanaford system. Staff requested that the Commission retain the case and
assist with receivership or acquisition of the system. On July 19, 2010, the Commission
reopened Case No. 07-1699-S-PC.




=~ -0On December 13, 2010, the Commission issued an Order joiniing North Beckley as
a party to Case No. 07-1699-S-PC and requiring North Beckley to file a status report
regarding its negotiations to acquire the Stanaford sewer system.

On January 31, 2011, North Beckley and Stanaford filed a Joint Petition for
Commission Consent and Approval of the acquisition of Stanaford by North Beckley
(Joint Petition). The Petitioners filed the proposed Agreement, North Beckley Annual
Reports for years ending 2009 and 2010, a Resolution adopted by Stanaford officers at a
November 9, 2010 meeting approving the Agreement, and the minutes from the North
Beckley November 10, 2010 board meeting approving the Agreement attached to the
Joint Petition.

On April 1, 2011, the Commission issued an Order closing Case
No. 07-1699-S-PC because of the pendency of this case.

On April 4, 2011, Staff filed its Final Joint Staff Memorandum. Staff supports the
acquisition of Stanaford by North Beckley and separate rate schedules for Stanaford and
North Beckley customers. Staff expressed concern with the condition in the Agreement
that requires the Commission to issue a final, non-appealable order establishing separate
rates to be charged to the Stanaford customers that will generate additional revenues to
pay the increased repair, replacement and maintenance costs of the Stanaford system.
Staff stated that any future rate filing must reflect the operations of the entire combined
district. Staff recommended that North Beckley make future Rule 42 rate filings that
reflect the separate rate structures and request increases for only one of the rate
schedules. Staff recommended approving the Agreement without approving the terms
and conditions therein.

On April 14, 2011, North Beckley filed a response to the Staff memorandum.
North Beckley emphasized that the terms and conditions precedent to settlement found in
Article IV of the Agreement must be approved or North Beckley will not pursue the
acquisition of Stanaford. North Beckley further stated that it should not be required to
file a Rule 42 rate case, including district revenues and expenses, but rather should only
be required to meet the requirements of Rule 19A because any proposed rate increase
would only affect Stanaford customers.

On December 29, 2011, the parties filed the Joint Stipulation for Commission
consideration.

On February 17, 2012, the Commission issued an Order scheduling a hearing to
discuss the Joint Stipulation.

On February 28, 2012, the Commission convened a hearing in this matter. Ms.
Donna Sawyers, general manager for North Beckley, and Mr. Mike Lawson, a
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professional engineer consulting with North Beckley, testified regarding the condition of
~the- Stanaford System, the proposed acquisition of Stanaford by North Beckley, and the
future of the joined systems. Mr. Lawson estimates that the cost to rehabilitate the
Stanaford system will be $2.7 million, given the current state of the Stanaford system.
North Beckley has had some preliminary discussions with the West Virginia Department
of Environmental Protection (DEP) and other grant sources, but does not yet have a
proposal to pay for the necessary upgrades to the Stanaford system by any means other
than a rate increase to the former Stanaford customers.

North Beckley plans to maintain two rate structures and sets of books: one for the
former Stanaford customers and one for all current North Beckley customers. Ms.
Sawyers testified that North Beckley is preparing a certificate case for an improvement
project affecting the current North Beckley system that would increase the rates of
current North Beckley customers. Ms. Sawyers also testified that North Beckley does not
have a proposed schedule for when the rates for the two sets of customers will be
combined. The Joint Stipulation and the Agreement contemplate that the rates will.
reflect “single tariff pricing” when the rates of North Beckley and Stanaford are within
five percent of one another. See, Stipulation at paragraph 10, b. and Agreement at Article
IV, paragraph D. In fact, as reflected below, these rates are currently within five percent
of one another for the average residential customer.

DISCUSSION

The Commission commends the parties for attempting to reach a resolution in this
difficult and protracted case. The Commission recognizes that combining systems is
often problematic and appreciates the cooperation between Staff and the parties to join.
these two systems. Sewer service is a public health and safety concern, and the
customers of Stanaford Acres deserve sewer service meeting all the regulatory
requirements of this Commission and DEP. Under the Joint Stipulation and Agreement,
North Beckley will have the opportunity to expand its customer base through this
acquisition, and, over time, have a larger customer base over which to spread its cost of
- service. The Commission is also aware of the reluctance of North Beckley to undertake
the significant improvements required for the Stanaford collection system, if the cost of
those improvements would require a significant rate increase on the current North
Beckley customers. The Stanaford system sorely needs rehabilitation and solid
management if it is-to continue to function and provide this essential public health
service.” The Commission is pleased  that North Beckley has stepped forward to provide
the needed management of the Stanaford system and to pursue funding for the badly
needed rehabilitation.




During the February 28, 2012 hearing, North Beckley indicated that it is currently
pursuing funding from the West Virginia Infrastructure and Jobs Development Council
(IIDC) for a project called North Beckley PSD, Phase III-B, Piney View Sewer
Extension (Phase III-B Extension). Hearing Transcript, February 28, 2012, at 38-42
(hereinafter Tr. at __.). As indicated earlier, at the hearing the engineer for North
Beckley indicated that the preliminary estimate for the Stanaford system rehabilitation is
$2.7 million. Tr. at 18. The Commission understands that the cost estimates and funding
for both the Phase III-B Extension and the Stanaford collection system rehabilitation
project are preliminary. It would be irresponsible for the Commission, however, to fail to
consider the magnitude of the potential rate impact on the current Stanaford customers if
those customers alone fund the needed improvements to the Stanaford collection system.

The current tariffs for North Beckley and Stanaford reflect that customer rates for
the two utilities are less than 2.5 percent apart. A North Beckley customer using 4,000
-gallons per month, the average customer usage, pays $33.74, while the average Stanaford
customer pays $34.50 per month. The North Beckley minimum bill for 2,000 gallons per
month is $18.14 and the Stanaford minimum bill for 3,000 gallons per month is $27.75.
Reviewing the Rule 42 information filed by North Beckley with the 1JDC, it appears that
the North Beckley average customer would pay $38.80 per month, an increase of $5.06,
or fifteen percent, if both the loan and grant funding proposed by North Beckley are
approved for the proposed Phase III-B Extension. If the project were fully funded by
loan, the average customer would pay $40.28, an increase of $6.54, or 19.4 percent. The
Commission would be willing to entertain a proposal by North Beckley to move the
Stanaford rates to the post-project rates of North Beckley, if the Phase III-B project
progressed more rapidly than the Stanaford collection system rehab111tat1on project.

North Beckley estimates that the proposed Stanaford system rehabilitation will
cost $2.7 million. If North Beckley is able to fund the project equally through (i) a DEP
Sewer and Water State Revolving Fund (SWSRF) loan with a one percent administration
fee for a term of thirty years, and (ii) grant funds, the relatively small customer base of
Stanaford, would require a rate of nearly $59 for the average customer per month, an
increase of over $24, or 70 percent. If the entire $2.7 million project is funded by a
SWSRF loan, the rate for the average Stanaford customer would be $83 or more per
month, an increase of over $48, or 140 percent. The Commission is very concerned
about a monthly rate of over $80 for the average Stanaford customer if a stand-alone rate
approach, as referenced in paragraph 10.b of the Joint Stipulation, is used. This is a rate
more than twice the level of the post Phase III-B Extension stand-alone rates for current
North Beckley customers.




We also considered two options for combining the rates of North Beckley and
Stanaford on completion of both the Phase III-B Extension and the Stanaford collection
system rehabilitation project. The first option examined the impact of combined rates
under the loan/grant and loan only options described above. Under the loan/grant option,
the combined rates for the average North Beckley customer would be about $41 per
month, an increase of slightly more than $2, or 5.6 percent above the post Phase III-B
Extension stand-alone rates of North Beckley. Under the loan only option, the combined
North Beckley rates would be about $43 per month. Under this option, the current North
Beckley average customer would pay between $2 to $3 more per month under the single
tariff pricing approach than the post-project stand-alone North Beckley rate, but the
average Stanaford customer would pay a rate about one-half of the stand-alone Stanaford
rate. The second option reviewed by the Commission included a $10 per month
surcharge rate for the Stanaford customers at the completion of the Stanaford collection
system rehabilitation project that would be phased out over a reasonable period. Under
the loan/grant option, the combined rates with the surcharge would initially be less than
$2 per month for the current North Beckley average customer and less than $3 if the
projects were funded entirely by loans.

The single tariff pricing approach envisions that various customers within a utility
system will support the extensions and improvements of other portions of the system, but
over time all customers will benefit. These benefits flow from (i) the consolidation of
efforts, (if) savings from enlarged scale and scope of operations, and (iii) the spreading of
fixed costs over a greater customer base. The Commission is grateful for the effort of
North Beckley and Stanaford to resolve this public health and safety concern and will do
all it reasonably can to support North Beckley in its efforts to seek certificates from the
Commission and funding from the IJDC to improve and upgrade both systems.

The Commission will accept the Joint Stipulation attached to this Order as
Appendix A and authorize the existing rates of North Beckley and Stanaford to remain in
effect. The Joint Stipulation contemplates that North Beckley can pursue an exception to
file a Tariff Rule 19A for a future rate change, however, as noted by Staff Counsel at the
hearing, Staff expected any such request to include a full review of both the North
Beckley and Stanaford financial information post acquisition of the Stanaford system.
The Commission’s understands that Staff will not oppose a North Beckley filing for a
Tariff Rule 19A exception in a future rate proceeding, and that all parties to the future
~filing(s) will be permitted-to recommend positions different than those on which the Joint

Stipulation-is based. ~ The Commission hopes that a resolution to future North Beckley

case filings can be developed that includes a reasonable phase-in of Stanaford rates to a
single tariff for the combined North Beckley system.




The Joint Stipulation seeks Commission prior consent and approval to enter into
- the Agreement whereby North Beckley will acquire Stanaford. Pursuant to W.Va.
Code §24-2-12, a public utility must obtain permission from the Commission before
entering into certain transactions including acquisitions or mergers. Under the statute, the
Commission is authorized to consent to a proposed transaction without approving its
terms and conditions, if the transaction is reasonable, does not adversely affect the public,
and no party is given an undue advantage. As requested by the parties in the Joint
Stipulation, the Commission will grant its prior consent and approval for the parties to
enter into the Agreement as filed on January 31, 2011, and as may be modified by the
Joint Stipulation, without approving the terms and conditions of the Agreement.

FINDINGS OF FACT

1. North Beckley and Stanaford requested prior Commission consent and
approval to enter into an Agreement whereby North Beckley would acquire the Stanaford
system. Joint Petition at Exhibit A. '

2. North Beckley, Stanaford and Staff resolved their differences concerning
the Agreement and entered into a Joint Stipulation. See, Attachment A.

CONCLUSIONS OF LAW

I. The Agreement as modified by the Joint Stipulation is reasonable, does not
adversely affect the public, and no party to the Agreement is given an undue advantage
over the others. W.Va. Code §24-2-12.

2. Consent in advance should be given to North Beckley and Stanaford to
enter into the Agreement, as revised by the Joint Stipulation, without approving the terms
and conditions of the Agreement.

ORDER

IT IS THEREFORE ORDERED that pursuant to W.Va. Code §24-2-12 the -
Commission grants its prior consent for the Petitioners to enter into the Agreement, as
modified by the Joint Stipulation, without specifically approving the terms and conditions
of the Agreement. ’ - ' I

IT IS FURTHER ORDERED that North Beckiey shall file, as a closed eniry in
this case, a fully executed copy of the Agreement as modified by the Jomnt Stipulation,

IT IS FURTHER ORDERED that that North Beckley shall file, as a closed entry
in this case, notification that it has connected the Stanaford system to its own system.




IT IS FURTHER ORDERED that on entry of thIS Order thls case shall be
removed from the Commission docket of open cases.

IT IS FURTHER ORDERED that the Executive Secretary of the Commission
serve a copy of this Order by electronic service on all parties of record who have filed an
e-service agreement, by United States First Class Mail on all parties of record who have
not filed an e-service agreement, and on Staff by hand delivery.

A Trist Capy, Tostee ( %
Bunrtrs s-(u

SMS/sle
110086¢d.doc




ATTACHMENT A

PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
- CHARLESTON

CASE NO. 11-0086-PSD-S-PC

NORTH BECKLEY PUBLIC SERVICE DISTRICT, .

a public utility, and _

STANAFORD ACRES SEWERAGE SYSTEMS, INC,,
a public utility,

. Joint petition for Commission Consent and Approval
of North Beckley Public Service District’s acquisition
. 'of the Stanaford Acres Sewerage Systems, Inc.’s sanitary-
_sewer treatment and collection system. ?

Pursuant to W, Va. Code § 24-‘1 -9 sind Rules 11 and 13 of the Public Service-Commissioﬁ
of West Vir’gixﬁa’g ('the “Commission™) Rules of Practice énd Précedure, the North Be.c‘.dey.
‘Public Service District (the “District”), Stanaford Acres Sewerage Systems, Inc. (“Stanaford”)
| (the Diétr'ict and Stanaford sometimes coliectively referred to h‘érein.és the “Petitioners™), and the
a Sfaff of‘ the Public Seryice Commission of West Virginia (“'Staﬁ’:',” and tdgethér with thé District
and Stanafor‘d, the “Parti,eé”) join in this Joint Sﬁpulation and Agreement for'Sét;Ie&ent (“Joint
Stipﬁlaﬁoh”) and propose and recommend to the Comiésion' that it approve.this settlement
i among the Parties of all issues._raised in Case Na. 11-0086-PS'-D-'S-P.C, .on the terr s and

conditions set forth below (“Settlement”). |

| 1 BACKGROUND

1. Gn_September 5, 2007, Stanaford filed a péti-tion ‘feque‘s‘;ing that thé Commission
initiate proceedings in the Circuit Court of Raleigh Counfy, West Virginia, to place Standford

under the control and réspons’ibility of a receiver, Stanaford’s petition was designated as



Stanaford Acres Sewerage Svstems‘ Inc,, Case No. 07-1699-S-PC. Stanaford’s petition stated
thét the individual responsible for the operation and maintenance of Stanaford’s sewer system
* was no longer physically able to complete such tasks. ,

2. Following a public hearing convened on F eﬁfuary 25, 2008, the Commission, by
- ‘Recommended Decision entered April 2, 2008 (Final April 22, 2008), directed that Staff petition
the Circuit Court of Raleigh County, West Virginia, to place Stanaford into r¢§eivership, with -
‘Dianna J. Powell serving as receiver. In its decision, the Commission concluded that'thé
. appointment of a receiver was necessary to continued operation of Stanaford’s system until such

tine as it could becomie part of the Distﬁ'ct’s sewer system., .
3. On April 22, 2010, Staff filed a Petition to Reopen Case No. 07-1699-8 PC In
: the two years subsequent to Apnl 22, 2008, Staff worked mformally with Stanaford to arrange
.for a receiver; however, Dianna J. Powell became disinterésted in servmg as receiver, and
Stanaford’s system continued to deteriorate as the ownérs v;/ere not éb1~e~ to maintain the system, -
On July 19, 2010, the Commission issued an Order 1;eopéniﬁg Ca‘se.No. 07-1.699-_S-PC‘.
-4. ' On December 13, 2010, the Comrmssmn issued an Order making the District a
"party to Case.No. 07-1699- S-PC and requmng the sttnct to file a status report regarding its

" negotiations to acquire Stanaford’s sewer systemn.

5. On January 31, 2011, the District and Stanaford filed their “Joint Petmon for
Commission Consent_ and Approval of North Beckley Public Service District's Acquisition of
- Stanaford Actes Sewerage Systems, Inc.’s Senitary Sewer System” (“Joint Petition”), secking
Mthe Commission’s consent to and dpproval of the District’s acquisition of Stmafoﬁ’s sei:vér

tréatment and collection system. The filing was designated as Case No. 1-0086-PSD-S-PC, -



6. Attached to the Joint Petition, Petitioner; filed a proposed Asset Purchase
Agreement (the “Agreement”), the District’s Annual Reports for years ending 2009 and 2010, a
Resolution adopted .by Stanaford officers at a November 9, 2010 meeting approving the
Agreemerit‘, and the minute§ from the Board of the District’s November 10, 2010 rnéeting
approving the Agreement. .

7. On March _7, 2011, Staff filed its Initial Joint Staff Memorandum.

8. OnApril4, 2011, Staff filed its Final Joint Staff Memorandum,

9. The Parties have discussed settlement to resolve the issues raised in-this case.
Based on tbose discussions, the Parties mache_ci the Settlement emb'odied in this Joint Stipulation. A

| II. THE SETTLEMENT

10. | The terms of the Settlement, which the Parties believe to be a fair and just
resolufi‘o’n of this case anéi in the best interests g;f the customers of the District and Stanaford, are

as follows:

s AL

-a.  The Parties recommeénd thai the Commission approve. the Asset P

urchase
.A'greemexllt by and between the District and Stanafo'rd.ﬁled in this matier pursuant to.
" which the District will acquire Stanaford, without any additional conditiovns,.

) ﬁoﬁﬁcaﬁons, or reétricﬁons. |
- | b. The Parties agree that upon acquisition of Stanaford, the District will be permitted
. to maintain separate rates and charges to be charged to the customers connested to the
Stanaford systern (the “Stanéford Customers”). At such time that the District files a rate
case to modify the rates and charges for the Stanaford Customers, the f)ist:rict will request
a waiver of the revenue céiling Iimitatioﬁ of Tariff Ruie 194, 'thus permitting the District

- to file such rate case 'pgrsuant to Tariff Rule 19A (rather than Tariff Rule 42), and the



Staff agrees to support the District’s requested waiver and the processing o'f the rate case

~ pursuant to Tariff Rule I9A. The Parties agree that the rates to be charged the Stanaford

Customers will not impact the District’s customers, and will be eétablished to provide

adequate revenues to cover (1) the increased costs of repair, remediation, replacement;

_operation and maintenance, (2) én_y other expenses that may be incurred by the District to

operate the Stanaford system, and (3) increased debt service and required reserve

* accounts. The Parties agree that rates charged the District’s customers and the Stanaford

Cusfqm'ers may. be blended at the request of the District whén ‘the rate s,chedules'are

within five péréent (5%) of each other, subject to gradualism and rate shock

considerations.

c. The Parties agree that the escrow account established by the Distfic'c ‘and

Stanaford must be paid to the District and used to pay costs associated with the desi"gn,

.r.,ép'air, replacement, remediation, and/or replacement of the Stanaford: systemd (the
*Project”). ‘
d, The Pa1'ti¢s' agree' that only those porﬁons of the Project that are outside the

" Distriot’s usual course of business will require Commission approval. The Parties agree

that the initial connection of Stanaford’s system to the District’s system does not red‘uire

a certificate of convenience and necessity from the Commission.-

e . The Parties agree that the District hais“fco é.cquire adéqualte funding from any

»- sourceor soufces 'sufﬁCienj:_ to provide for the payment in full 'of all costs asSociatea‘ with
the Project. ‘ . _ o |

Lo :s,tan&ford and the District agreé_that any condition‘; modification, or restriction .

" placed upon the proposed aéquis-ition- by the Commission as a condition of its approval of



the acquisition, must bé agreed to .in writing‘by the District and Stanaford, and failure by
either party to agree to any such condition, modification, or restriction will not be
~ considered a default or breach of thé Asset Purchase Agreement.
g. The Parties recognize that the follovs)ing conditions must be met before the
District acquires Stanaford:
L The real estate to be transferred by .Sfanaford to the bistrict must be free
and clear from any convenants or deed restrictions whic,ﬁ would prohibit the
District from using-the property for the collection, treatment;vand discharge of
sanitary sewage;
2. All real estate to be transferred by Stanaford to the District must be free
from the presence of any toxic or hazardous sui)stance or dny pollutant of any
nature, as defined énd regulated by applicable federal, state .or loéal
environmental laws;
R 'fhe District and Stanaford must be abIe__ ‘to obtain all necessary
governmental permits, iicenses and aﬁprov’als for the Asset Purchase Agrcemenf,
the transfer‘of Stanaford’s assets, gnd the oiaeration of Stanaford’s assets;
4, The West Virginia Department of Enviromﬁental Protection must agree to
waive Stanaford’s curreﬁt 4viol‘ations and enter an Order con'ceminé its position

with reference to the Project;

5. The District must be able to obtain any and all permits required for the

Project;
6. The Asset Purchase Agreement must be approved by the District’s Board, -

and by Stanaford’s Board of Directors; and



7. The representationé é.nd wa.rrant-ies of Stanaford containéd in the Asset
Purchase Agreement shall have been true and correct at and as of the date of the
Asset Purchase Agreement, and shall be true and correct at and as of the closing
date, and Stax.laford'shall havé performed and complied with all its obligations
required by the Asset Purchase Agreement.
11.  The Parties support and recqmménd this Joint Stipulation and the Settlement as
- being m the public interest and as a.fair, reasonable, and cqmplgté resolution of all the issues
taised in this proceeding. The Parties shall support the Sett‘lem.ent and make reasénable, good
»f&ith efforts to obtain approval of the Séttlement by the Commission and any appeal therefrom.
12.  The Parties Mer’ recdmmgnd that the Commission issue findings of fact aﬁd
- conclusions of law to the effect that the.Asset Purchase Agreement satisfies the statutory test in
'W. Va. Code § 24-2-12 in that (i) the terms and conditions of thé Asset Purchase Agreément are
reasonabie; (ii) no paity to the Asset Purchase A-greement.has an undue advantage 6\}er_another;
(i‘ii) the Asset Purchase Agreement does not and will not adversely affect the public in the State
~of West Virginia, and, accordingly, that-the Asset Purchase Agreement be dpproved, without
approving the specific terms and conditions thereof.
13,7 The Parties propose this Join"c Stipulation and the Setflemeqt_ without adopting any
of the com_pr‘omise positions that may be set forth herein as régulatory principles apblicéble to

' future proceedings. The Parties note that at pages 2-3 of the December 21, 2007 Commission

Order, entered in West Virginia-American Water fi’q{ﬁpdny, Case No. "07-’(7998'-W-42T,"the .

Commission indicated its appreciation of the reluctance of parties to stipulated settlements to be
~ bound in future cases by virtue of their agreements on substantive issues in a settled case, and

thata disclaimer of the type appearing in the preceding sentence, which is part of virtually every



settlémcnt agreement filed with the Commission, should be respected as it fosters the
development of settlerﬁents in contested cases witliout prejudice to the settling parties. Thus, the
Parties’ willingness to- execute this Joint Stipulation is expressly predicated upon the
 effectiveness of the disclaimer in the first sentence of this paragraph and the Commission’s
endorsement theteof in Case No. 07-0998-W-42T, Mc;reover, the Parties affirm that, in
recomtnending to the Commission that it can and should approve the Seﬁlemeﬁt on the basis of a.'.
finding that a particular component is reasonable in the context 6f the overall Seftlement, no
: 'infe.renc.:e_ can or should be made .aS‘ to the willingriess of any Pérty to recommenci ot support‘ the
same or'a similar resolution 'of the same issue in future caseé. '
14." This Joint Sﬁpulatio_n‘is éntered into subject to the acceptance and apptoval of the
" Commission, and will have no effect whatsoever until and unless approved by the Commission.
.' in .aiyl'.of its matérial terms. The Parties ac'kﬁowledge that it»_i_s the Commission’s prerogative -to
accept, fejec;, or modify any sﬁi)ulation,;but they reSp‘ecth.llly reiterate that each component of
the Settlement, and in particular the resolution of each disputed issue aﬁd the provisions of this
paragraph, is integral to and inséparable from the others, None of the Parties advocate_s the
Cbmrhiséic';n’s tesolution. of any issiie as proposed in this Joint Stipul'_ation-‘ other than in the
context of th;’ir support for the Settlement as a whole. Accordingly, in the evént that the
Settlement is modified or rejected by the Cq:ﬁmiésion, it is expressly u.nderstoodfhat the Parties
are not bound to accept the Seftlement as modified or rejected, and that they may avail
themselves of whatever rights are available to them under.'lav'v and the Commission’s Rule&_bf

Practice and Procedure.



15, 'I'hevPam'cs_ may excoute this Settlement in separate counterparts, each of which,
when 50 executed and dclivcred, shall constitute an origiqal, but sll of which together shall
| constitute one and the same mstrument |

WHEREPORE the Parties, on thé basis of the foregomg, reSpectﬁllly request that the
" Commission make appropriate findings of fact an_d' conelusions of law adopting and approving.
the Joint Supulatmn in it$ entirety,

Rcspeotﬁﬂly submitted thxsﬁ__ day of Décember, 2011

NORTH BECKLEY PUBLIC SERV'ICE
DISTRICT

By Counsel

Susen 1. Rxggéﬁvv Ber No,.CS’Ec#d}/.
Spiltian Thomas & Battle, PLLC

300 Kanawha Bovlévird, East
Charleston, WV 25301

(304) 340-3867

hn P, Rist Il (Wv Bar No. 3119)
{ Higgins & Associates, PLLC

~ CBeckley, WV 25801
- (304) 255-1400
ifist@suddenlinkmail.com



. Gamasn .

STANAFORD ACRES SEWERAGE
SYSTEMS INC. . '

By Catm_sel L

L JamesR Sheatsley (WV Bar No. 3359)V_‘\'...\ h . -
- Gorman, Sheatsley & Conipany, L. C _
. P.0.Box 5518 . ’ o

Beckley, WV 25801-7507 -
| (304) 252-5321 ;
' FHE STAFF OFTHE PUBLIC SERWCE o

COMMISSION OF WEST VIRGH\TIA

- 'By Counsel

) -Clmstopher Howard (wv Bar Mo, 8688)
" Public Service Comm1s31on of West 'ergxma

~ 201 Broboks. Street - : A :
' Charlestor, WV 25301 - - Sl oo
" (304) 340-0464 ST -



'STANAFORD ACRES SEWERAGE
SYSTEMS, INC.

By Counsel

James R, Sheatsley (WV Bar No. 3359)
Gorman, Sheatsley & Company, L.C.
P.O. Box 5518

Beckley, WV 25801-7507

(304) 252-5321

THE STAFF OF THE PUBLIC SERVICE
COMMISSION OF WEST VIRGINIA

By Counsel

Clun 24

Christopher Howard (WV Bar No. 8688)

Public Service Commission of West Vlrguna‘
- 201 Brooks.Street .

Charleston, WV 25301

(304) 340-0464

3284513



 CERTIFICATE OF SERVICE

1, Susan J. tig\gs, counsel for North Beckley Public Service District, do hereby
certify that on this 29" day of December, 2011, & copy of the foregoing “Joint Stipulation
and dgreement for Settlement” was served upon the following counsel of record as
follows:

VIA U.S. MAIL

James R. Sheatsley, Esquire
Gorman, Sheatsley & Company, L.C,
P.0.Box 5518 - .
Beckley, West Virginia 25801-7507
Counsel for Stanaford Acres Sewerage Systems, Inc.

via HAND DELIVERY

Christopher Howard, Esquue
Staff Attorney
Public Service Commission of West Virginia
201 Brooks Street 4
Charleston, West Virginia 25301
Counsel for Commission Staff

Susan J. Riggs WV State Bar #5246)

3332587
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BB&T BB&T Governmental Finance

501 Tennessee Avenue
Charleston, WV 25302
(304) 353-1635

Fax (304) 340-4702

April 20, 2015

Donna Sawyer

Manager

North Beckley Public Service District
122 Clear Water Lane

Beckley, WV 25801

Dear Ms. Sawyer:

Branch Banking and Trust Company (“BB&T”) is pleased to offer this proposal for the financing
requested by the North Beckley Public Service District in Beckley, West Virginia (“District™). -

0)) Project: Sewer revenue bond to install lines to bring in the Stanaford Acres Subdivision sewerage
system
2) Amount To Be Financed: up to $210,000.00
3 Interest Rates, Financing Terms and Corresponding Payments:
Term Rate
3 years 1.64%

Payments shall be monthly in arrears, as requested. See the attached draft amortization schedule(s) for
information on payments. :

The financing proceeds shall be deposited on behalf of the District in a project fund account with
Branch Banking & Trust. Earnings on the project fund shall accrue to the benefit of the District for use on

Project costs or interest payments.

The interest rates stated above are valid for a closing not later than 45 days after today. Closing of the
financing is contingent upon completing documentation acceptable to BB&T.

Lender counsel fees shall be paid by the District on behalf of BB&T. All applicable taxes, permits,
costs of lawyers for the District and any other costs shall be the District’s responsibility and separately payable
by the District. The financing documents shall allow prepayment of the principal balance in whole on a
- scheduled payment date with a 1% prepayment premium.

The stated interest rates assume that the District expects to borrow less than $10,000,000 in calendar
year 2015 and that the District shall comply with IRS Code Sections 141, 148 and 149. BB&T reserves the right
to terminate its interest in this bid or to negotiate a mutually acceptable rate if the financing is not qualified tax-
exempt financing for the purpose of IRS Code Section 265(b)(3). :



4) Financing Documents:

It shall be the responsibility of the District to retain and compensate counsel to appropriately structure
the revenue bond according to Federal and West Virginia State Statutes. BB&T shall also require the District’s
Bond Counsel to provide an unqualified legal opinion. BB&T reserves the right to review the bond which must

be mutually accepted by BB&T and the District.

(5) Security:

The sewer revenue bond shall be secured by a parity lien on the revenues of the District which shall
include the additional revenues from the addition of the Stanaford Acres Project.

* % b * * &

BB&T appreciates the opportunity to make this financing proposal and requests to be notified within
five days of this proposal should BB&T be the successful proposer. .

BB&T shall have the right to cancel this offer by notifying the District of its election to do so (whether
or not this offer has previously been accepted by the District) if at any time prior to the closing there is a
material adverse change in the District’s financial condition, if we discover adverse circumstances of which we
are currently unaware, if we are unable to agree on acceptable documentation with the District or if there is a
change in law (or proposed change in law) that changes the economic effect of this financing to BB&T. We
reserve the right to negotiate and/or terminate our interest in this transaction should we be the successful

proposer.

Please call me at (304) 353-1635 with your questions and comments. We look forward to hearing from
you.

Sincerely,

BRANCH BANKING AND TRUST COMPANY

Zinacts [ 2o
Ru . Akers, IT
Vice President

Enclosure
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA in
the City of Charleston on the 17" day of April, 2015.

CASE NO. 14-1924-PSD-CN

NORTH BECKLEY PUBLIC SERVICE DISTRICT,
a public utility, Beckley, Raleigh County.
Application for a certificate of
convenience and necessity to construct
the Stanaford Replacement Project.

COMMISSION ORDER

The Commission corrects language in the tariff.

BACKGROUND

The sewer system at Stanaford Acres needs replaced. North Beckley Public
Service District’s facilities can treat the flows from Stanaford Acres and North Beckley
agreed to take over the Stanaford Acres system. The Commission approved the
acquisition in an earlier case.!

In the pending case, North Beckley applied for a certificate of convenience and
necessity to install new lines and manholes at Stanaford Acres and to decommission the
wastewater freatment plants there. North Beckley also asked the Commission to approve
a rate increase and funding for the certificate project.

On December 2, 2014, the case was referred to the Division of Administrative
Law Judges for further proceedings. Comm’n Referral Order at 1-2.

On February 18, 2015, Commission Staff recommended a five percent rate
_increase (CN Step 1 rates) to be “effective upon substantial completion of the project and
during the remaining three-year period after the acquisition of Stanaford Acres.” Staff
also recommended a 3.3 percent rate decrease (CN Step 2 rates) that would become
“effective upon substantial completion of the project and after the remaining three-year

! On April 25, 2012, in North Beckley Public Setvice District & Stanaford Acres Sewerage

Systems, Inc., Case Number 11-0086-PSD-S-PC, the Commission granted its prior consent for North
Beckley and Stanaford Acres to enter into an Asset Purchase Agreement. Comm’n Order at 1-7 & Att. A
(Joint Stipulation and Agreement for Settlement).




period after the acquisition of Stanaford Acres.” Final Joint Staff Memorandum at 1-3 &
attached Utilities & Engineering Divisions Final Recommendation at 1-9.

On March 18, 2015, the ALJ approved the certificate, Staff-recommended rates
and proposed financing, with this clarification:

Referring [to] the three-year loan period as the “3 year period after the
acquisition of Stanaford Acres,” as provided in the Staff-recommended
tariffs, is unclear. The phrase will be changed to the “three-year period
after January 28, 2014.”

Rec. Dec. at 3, 4 (Mar. 18, 2015) (Concl. of Law 6).

On March 27, 2015, North Beckley filed Exceptions, explaining that the CN Step
1 rates in this case are designed to generate sufficient revenues to pay back the project
funding from the West Virginia Infrastructure and Jobs Development Council
(Infrastructure) as well as a loan with BB&T that was previously approved by the
Commission. By changing the Staff tariff language for the CN Step 1 rates from “3 year
period after the acquisition of Stanaford Acres” to “three-year period after January 28,
2014,” the Recommended Decision shortens the period of CN Step 1 rates that are
necessary to pay back both the BB&T and Infrastructure loans. Exceptions at 1-6.

In an earlier proceeding, North Beckley obtained consent to enter into a $210,000
loan with BB&T at 1.65 percent interest for three years to fund the initial tie-in, as well
as approval of increased rates for Stanaford Acres customers for three years that would
generate sufficient revenue to pay the debt service on the BB&T loan (19A Step 1 rates).
After the BB&T loan was repaid, Staff recommended that all North Beckley customers
pay the same rates (19A Step 2 rates). North Beckley PSD, Case No. 13-1267-PSD-PC-
19A, Rec. Dec. at 6 & App. A, (Dec. 16, 2013); Comm’n Order at 2-3 (Apr. 1, 2014)
(correcting Schedule VI rates in Rec. Dec.)

In the Exceptions, North Beckley advised that it has not been able to meet the
required debt service on its existing financing, so its bondholders would not agree to the
BB&T loan on a parity basis. As a result, North Beckley has not yet closed on the BB&T
loan. To proceed with the takeover of Stanaford Acres, North Beckley filed this case to

obtain a certificate as well as rates sufficient to meet its debt service requirements, thus
allowing the BB&T loan to be issued on parity with existing debt and proposed project

debt. North Beckley will close both the BB&T tie-in loan and the Infrastructure project
loan upon approval of the certificate, project financing and increased rates requested in
this case. The rate structure proposed by Staff provides sufficient revenues to pay the
debt service for both loans (CN Step 1 rates) and upon the complete pay-down of the
BB&T loan, revenues sufficient to pay the debt service on the Infrastructure loan only

(CN Step 2 rates).




DISCUSSION

Although in 2013 the Commission granted its consent for North Beckley to enter
into a three-year loan with BB&T, as well as increased rates for three years for customers
residing in Stanaford Acres, to date North Beckley has not been able to close on the tie-in
loan and the three-year 19A Step 1 rates have not taken effect.

In the pending certificate case, North Beckley requested rates that will generate
sufficient revenues to allow North Beckley to close on both the BB&T tie-~in loan, as well
as the Infrastructure funding for the certificate project. Increased rates were designed in
this certificate case with two steps so that all customers will pay the same rates after the

BB&T loan is repaid.

Staff’s tariff reflects this schedule with the language that the CN Step 1 rates will
be “effective upon substantial completion of the project and during the remaining three-
year period after the acquisition of Stanaford Acres” and that the decreased CN Step 2
rates would become “effective upon substantial completion of the project and after the
remaining three-year period after the acquisition of Stanaford Acres.”

Upon these facts, substituting a specific date for the phrase “after the acquisition
of Stanaford Acres” does not provide clarification or specificity as the ALJ intended.
The Staff-proposed language is necessary to provide that the CN Step 1 rates will be in
effect for the entire three-year period when the BB&T loan is being repaid. The
Commission will grant the Exceptions and restore the language that Staff proposed.

Becaunse North Beckley’s takeover of the Stanaford Acres involves multiple loans
and rates, it is helpful to provide this summary:

around BB&T loan closing, three-year payback period begins.
April 24, 2015 19A Step 1 rates commence.

May 7, 2015 Infrastructure loan closing, start of certificate project.
around Substantial completion of certificate project, about one year

April 1, 2016 into the BB&T three-year payback period. CN Step 1 rates
: begin and continue in effect until the BB&T loan is repaid
- (about tWo.MOre Years). . ..o o

around BB&T loan is paid off, lower CN Step 2 rates commence.
May 1, 2018 Revenues for the BB&T loan are no longer needed.




FINDINGS OF FACT

1. In the Staff-proposed tariff for the CN Step 1 rates, the ALJ substituted
“after January 28, 2014 for the phrase “after the acquisition of Stanaford Acres.” Rec.
Dec. at 3, 4 (Mar. 18, 2015) (Concl. of Law 6).

2. North Beckley opposed the ALJ’s substitution and requested that the Staff-
proposed language be approved. North Beckley Exceptions at 1-6 (Mar. 27, 2015).

CONCLUSIONS OF LAW

1. Upon these facts, substituting a specific date for the phrase “after the
acquisition of Stanaford Acres” does not provide clarification or specificity of the time
period during which the CN Step 1 rates will be in effect.

2. The Staff-proposed language is necessary to provide that the CN Step 1
rates will be in effect for the entire three-year period when the BB&T loan is being

repaid.
ORDER

IT IS THEREFORE ORDERED that the Exceptions filed by North Beckley PSD
are granted. The Commission adopts the Staff-recommended tariff that appears in
Appendix A to this Order.

IT 1S FURTHER ORDERED that the Recommended Decision is adopted to the
extent that it is consistent with this Order.

IT IS FURTHER ORDERED that upon eﬁtry of this Order this case shall be
removed from the Commission’s docket of open cases.

IT IS FURTHER ORDERED that the Executive Secretary of the Commission
serve a copy of this Order by electronic service on all parties of record who have filed an
e-service agreement, and by United States First Class Mail on all parties of record who
have not filed an e-service agreement, and on Commission Staff by hand delivery.
| ATweCoppTese,

Ingrid Ferrell
Executive Secretary

CLW/sek
141924 c¢ca.doc
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NORTH BECKLEY PUBLIC SERVICE DISTRICT n
CASE NO, 14-1924-PSD-CN APPENDIX A

@

o

M

T
(Effective upon substantial completion of the praject and during the remaining
3 year period after the acquisition of Stanaford Acres)

APPLICABILITY.
Applicable within the entire territory served.

Y
Availsble for general domestic, commercial, industrial and sale for resale sewer service.

RATES (customers with metered water supply)

First 2,000 gals used per month § 952 per 1,000 gallong
Next 23,000 gals used per month $ 819 peri,000 gallons
All Over 25,000 gals used per month $  5.47 per 1,000 gallons
MINDMUM CHARGE
No bill shall be rendered for loss than $ 19,04 per month which is the equivalent of
2,000 gallons of usage,
DE P P

The sbove schedule ts net. On all accounts not paid in full when due, ten percent (10%) will be added
to the net cwrrent amount unpaid. This delayed payment penalty is not intesest and is to be collected
only once for cach bill where it is appropriate,

DISC
Whengver water service, which has been disconnected for non-payment of sewer bills in conjunction
with a water service termination agresment with Beckley Water, 2 disconnection foe of $25 shall be
charged; or in the event the delinquent sewer bill is collected by the water company, an
administrative fee of $25.00 shall be charged.

Whenever water servicos which has been proviously disconnected or otherwise withheld for
non-payment of a sewer bill in conjunction with a water service termination agreement with
Beckley Water, s reconnected, a reconnestion fee of $25.00 shall be charged.

TAREEE

The foltowing charges are to be made whenover the utility installe a new tap 0 serve an applicant,

A tap fee of $100.00 will be charged to customers applying for service before construction is
sompleted adjacent to customer’s premises in connection with # certificate proceeding before the
Commission. This pre-construction tap fes will be invalid after the completion of construction
adjacent to an applicant's premizes that i8 assactated with a certificate procesding,

A tap fee of $300.00 will be charged to customers applying for service outside of 2 centificate
proceeding before the Commission for cach new tap to the system,

C
A service charge equal to the actual bank fee assessed 1o the sewer utility up to 2 maximum of $25.00
will be imposed-upon-any customer-whoas check-for payment-of charges is retumed by the-bank -
~ due to fasufficient funds.

D,

$0.77 per 1,000 gallons Is to be used when a bill reflects unusual water consumption which can
be attributed to eligible leakage on the customer’s side of the meter. This rats shatl be applied o all such
consumption sbove the customer’s historical average usage.

Exhibit 11
Sheet £ of §



NORTH BECKLEY PUBLIC SERVICE DISTRICT Exhibit 11
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(Effectlve upon substantial completion of the project and during the remaining
3 year period after the acquisition of Stanaford Acres)

Whencver the District has discovered that a customer’s (existing and those formerly served by Stanaford Acres)
roof drain, downspout, storm sewer, or other simifar facilities condueting surface water have been connected to
the District's sewer system, and such customer hag Gailed 10 take appropriate action within thirty (30) days of
receipt of & demand by the District, in accordance with the Rules and Regulations of the Public Service
Commission, to eliminate such connection, a surcharge will be imposed upon the customer caleulated on

the basis of the following formuta:

S=AxRx.0006233xC

S = The surcharge in dollars,
A = The area under roof and/or the area of any other water collection surface connected fo the
District's sanitory sewer, in square fect,
R = The measured monthly rainfall in inches.
.0006233 = A conversion factor to change inches of rain x square feet of surfac
thousands of gallons of water,
C = the District's approved rate per thousand gattons of metered water usage.

The District shall not impose the surcharge unless, and until, the cusomer has been notified by certified

mail, return receipt requested, or by hand delivery, that it has been established by smoke testing, dye testing,
or on-site inspection that rain or other surface water is being introduced into the sanitary sewer system at

the customer’s location, and that the customer has not acted within thirty (30) days from receipt of such notice
to divert the water from the sanitary sewer system.

Said surcharge shall be calculated and imposed for each month that said condition continues to exist. Failure
to pay the surcharge and/or comrect the situation shall give rise to the possible termination of water scrvice
in accordance with the Rules and Regulations of the Public Service Commission of West Virginia,

Note: The surcharge is not cumulative so as not to reduce the incentive of the larger users to disconnect.
The minimum charge docs not apply to the surcharge.
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{Effective upon substantial completion of the project and during the remaining
3 year periad after the acquisition of Stanaford Acres)

SCHEDULE 1T}
SURCHARGE FORMULA TO BE APPLIED IN THE CASES OF USERS PRODUCING UNUSUAL WATER

The charge for the treatment of unusual waste will be calculated on the basts of the following formula:
Ci=VoVi+ BoBl + S08i

Cl = charge to unusual users per year

Vo = average unit cost of transport and treatment chargeable to volume,
in doflars per gatlon

= volume of wastewater from unusual users, in gallons per year

Bo = average unit cost of treatment, chargeable to Bochemical Oxygen
Demand (BOD), in dollars per pound

Bi= weight of BOD from unusual users, in pounds per year

So = average unit cost of treatment {including sludge treatment), chargeable
to total solids in dollars per pound

B = weight of total solids from unusual users, in pounds per year

When an unusual user is 1o be served, a preliminary study of its wastes, and the cost of transport and
treatment thereof, wifl be made. The total cost of any such study performed shall be bomne entirely
by the unusual user. Waste containing materials which, in the judgement of the utility, should not
be introduced into the sewer system, will not be accepted. The results of the preliminary study wilt
be used 1o determine the feasibility of the proposed sewer service and the charge therefore, based
upon the formula set out above,

Thereafter, unusual sewage will be monltored on a regular basis and et the conclusion of each fiscal
year, based on the investigation aforesaid and audit of the utility records, new cost figures will be
calculated for use in the above formula. The cost of establishing the monitoring facilitics shall be paid
by the unusual uscr. Based on these audited figures, additional billings covering the past fiscal year
will be made for payment by ¢ach unusual user, or refimd given by the utility, as the case may be.
Such audited figures will then be used for the preliminary billing for the next fiscal year, at the end of
which an sdjustment will be made as aforesaid,
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(Effective upon substantial completion of the project and during the remaining
3 year period after the acquisition of Stanaford Acres)

SCHEDULE IV,

Where the amount of sanitary sewage discharge into the Utility’s wastewater collection and/or treatment
system by cectain industrial plant or plkants cannot be accurstely determined by the use of the plant's water
meter or meters, and said plant cannot install a flow meter to measure such waste, a speciat formula will be
used whereby such plant or plants will pay to the Utility a sewer charge calculated at fifty gallons of water
per each employee at the plant each working day.

SCHEDULE Y

PLI I
Applicable within the entire territory served,

AVAILABILITY.

Available for wastewater and leachate haulers.,

RATES

Commodity chargs - Each customer shalf pay a commodity charge of $40 per 1,000 galions per load. Load
will be the actual capacity of the truck or other transport method delivering wastewater and leachate,
Actual capacity shall be determined, or verified solely, by the Utility,

DELAYED PAYMENT PENALTY.

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

D CHE E
A service charge cqual 1o the actual bank fee assessed to the District or 8 maximum of $25.00 will be
imposcd upon any customer whose check for payment of charges is retumned by the bank duc to
insufficient funds.



NORTH BECKLEY PUBLIC SERVICE DISTRICT

CASE NO, 14-1924-PSD-CN Exhibit 11

STAFE RECOMMENDED STEP | TARIFF Sheet Sof 5

(Effective upon substantial completion of the project snd during the remaining
3 year period after the acquisition of Stanaford Acres)

SCHEDULE Vi
APPLI .
Applicable to those customers formerly served by the Stanaford Acres Sewerage System.
AVAILABILITY

Available for gencral domestic, commercial and industrial Service.

RATES {customers with metered water supply)

First 3,600 gallonsused permonth & 16,32 per 1,000 gallons
(Includes a surcharge of §7.82 for debt repaymont)
All Over 3,000 gallonsused permanth $ 1191 per 1,000 gallons
(Includes a surcharge of $5.71 for debt repayment)
MINIMUM CHARGE
No minimum bill will be rendered for less than $48.96 per month, which is the equivalent of

3,000 gallons with a 5/8 inch meter, (Includes a surchargs of £23.45 for debt repayment)

FLAT RATE CHARGE (Customers with non-metered water supply)
Equivalent of 4,500 gallons of water usage or $63.63 pet month.
(Includes a surcharge of $32.01 for debt repayment)

DELAYE! TY
The above schedule is net, On all accounts not paid in full when due, ten percent (10%) will be added

to the net current amount unpaid. This delayed paymcent penalty Is not interest and is to be coliected
only once for each bill whese it is appropriate.

TAP FEE
The following charges are to be mnde whenever the utility installs a new tap to serve an applicant,

A tap fee of $300.00 will be charged to customers applying for service outside of a certificate
proceeding before the Commission for each new tap to the system.

RETURNED CHECK CHARQE

A service charge equal to the actual bank fec assessed to Stanaford up to a maximum of $25.00
will be imposed upon any customer whoss check for payment of charges is returned by the bank
due to insufficient funds,

EAK
$1.91  per 1,000 gallons is to be used when a bilf reflects unusuaf water consumption which can

be attributed to eligible leakage on the customer®s side of the meter. This rate shall be applied to ali such
consumption above the customer’s historical average usage.



n

Exhibit 12

NORTH BECKLEY PUBLIC SERVICE DISTRICT
Sheet 1 of 4

CASE NO. 14-1924-PSD-CN

AFF RE DED P 2 TARIFE
(Effective upon substentizl completion of the profect sud sfter
the remalning 3 yexr period after the acquisition of Stanxford Acres)

APELICABILITY

Applicable within the entire tervitory served, including the former Stanaford Acres Sewerage System.

AVAILABILITY

Available for general domestic, commereial, Industrial and sale for resale sewer service.

) RATES (customers with metered water supply)

First 2,000 gals used per month $ 947 per 1,000 gallons
Next 23,000 gals used per month ¥ 8.14 per 1,000 gallons
AllOver 23,000 pals used per month $ 544 per 1,000 gallons
@ MIN
No bill shall be rendered for less than . $ 1894 per month which is the equivalent of
2,000 gallong of usage.

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

DISCONNECT/RE 1Y/ IST FEE :
Whenever watsr service, which bas been disconnected for non-payment of sewer bills in conjunction
with 2 water service termination agreement with Beckley Water, a disconnection fee of $25 shall be
charged; or in the event the delinquent sewer bill is collected by the water company, an

administrative foe of $25.00 shall be charged.,

Whenever water service which has been previously disconnected or otherwise withheld for
non-payment of & sewer bill in conjunction with a water service termination agreement with
Beckley Water, is reconngcted, a reconnection fee of $25.00 shall be charged.

TAPFEE
The following charges are to be made whenever the utility installs 2 new tap o serve an applicant,

A tap {ee of $100.00 will be charged to customers applying for service hefore construction is
completed adjacent to customer’s premises in conneetion with a certificate proceeding before the
Commission. This pre-construction tap fee will be invalid afier the completion of construction
adjacent to an gpplicant’s premiscs that is associated with 2 certificate proceeding.

A tap fee of $300.00 wilf be charged to customers applying for service outside of a certificate
proceeding before the Commission for each new tap 1o the system.

RETURNED CHECK CHARGE

A service charge equal to the sctual bank fee assessed to the sewer utility up to a maximum of $25.00
. will be imposed upon any customer whose check for payment of charges is returned by the bank.
due to insufficient funds,

$0.77  per 1,000 gallons is to be used when a bill reflects unusual water consumption which ean
be attributed to eligible leakage on the customer's side of the meter. This rate shall be applied to all such
consumption above the customer's historical average usage.
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(Effective upon substantial completion of the project and after
the remaining 3 year period after the aequisition of Stanaford Acres)

S LEXi
SURCHARGE FORMULA T pp INCASES W

DRAINAGE 1S CONNECTED TQ THE DISTRICT SANITARY SEWER SYSTEM

APPLICABILITY
Whenever the District has discovered that a customer’s (existing and those formerly served by Stanaford Acres)

roof drain, downspont, storm sewer, or other similar facilities conducting surface water have been connected to
the District's sewer system, and such customer has failed to take appropriate aotion within thirty (30) days of
receipt of a demand by the District, in accordance with the Rules and Regulations of the Public Service
Commissio, to eliminate such connection, a surcharge will be imposed upon the customer calculated on

the basis of the fotlowing formula;

S=AxRx.0006233x C

S = The surcharge in doltars,
A = The area under roof and/or the srea of any other water coflection surface connected to the
District’s sanitary sewer, In square feet, '
R= The measured monthly rainfall in inches,
0006233 = A conversion factor to change inches of rain x square feet of surface
thousands of gallons of water.
C = the District's approved rate per thousand gallons of metered water usage.

The District shall not impose the surcharge unless, and until, the cusomer has been notified by certified

mail, retumn receipt requested, or by hand delivery, that it has been established by smoke testing, dye testing,
or on-site inspection that rain or other surface water is being introduced into the sanitary scwer system at

the customer's lacation, and that the customer has not acted within thirty {30} days from receipt of such notice
to divert the water from the sanitary sewer system,

Said surcharge shall be calculated and imposed for each month that said condition continues to exist. Failure
te pay thesurcharge and/or correct the situation shall give rise to the possible termination of water service
in accordance with the Rules and Regulations of the Public Service Commission of West Virginia,

Note: The surcharge is not cumulative 50 as not o reduce the incentive of the larger users to disconncet.
The minimum charge does not epply to the surcharge.
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the remaining 3 year period after the scquisition of Stanaford Acres)
SCHEDULE II
SURC E LATOR LIE CA F US PRODU! UAL W, R

The charge for the treatment of unusual waste will be caleutated on the basis of the following formula:
Ci = VoVi+ BoBi + SoSi

Ci = charge to unusual users per year

Vo =average unit cost of transport and treatment chargeable to volume,
in dollars per gallon

Vi=velume of wastewater from unusual users, in gatlons per year

Bo = average unit cost of treatment, chargeable to Bochemical Oxygen
Demand (BOD), in dollars per pound

Bi = weight of BOD from unusval users, in pounds per year

So = average unit cost of treatment (including studge treatment), chargeable
to total solids in dollars per pound

Si= weight of total solids from unusual users, in pounds per year

When an unusual user is to be served, & preliminary study of its wastes, and the cost of transport and
treatment thereof, will be made. The total cost of any such study performed shall be borne entirely
by the unusuat user, Waste containing materiafs which, in the judgement of the utility, should nat
be introduced into the szwer system, wiil not be aceepted. The results of the preliminary study wiil
be used o determine the feasibility of the proposed sewer service snd the charge therefore, based
upon the formula set out above.

Thereafier, unusual sewage will be monitored on & regular basis and at the conclusion of each fiscal
year, based on the investigation aforesaid and audit of the utility records, new cost figures will be
caleulated for use in the above formula. The cost of establishing the monitoring facilities shall be paid

by the onusuat user. Based on these audited figures, additional billings covering the past fiscal year
wifl be made for payment by each unusual user, or refund given by the utitity, as the case may be.
Such audited figures will then be used for the preliminary bifling for the next fiscal year, at the end of
which an adjustment will be made as aforesaid.
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(Effective upon substantial completion of the project and after
the remzinlng 3 year period after the scquision of Stangsford Acres)

SCHEDULEILY

Where the amount of sanitary sewage discharge into the Utility's wastewater collection and/or treatment
system by certain industrinl plant or pikants cannot be accurstely determined by the use of the plant's water
meter ot meters, and said plant cannot instalf a flow meter to measure such waste, 8 special formula will be
used whereby such plant or plants will pay to the Utility a sewer charge calculated at fifty gatlons of water
per cach employee at the plant each working day,

SCHEDULEYV
APPLICABILITY

Applicable within the entire territory served,

AV, Y
Available for wastewster and leachate hanlers.

RATES
Commodity charge - Each customer shall pay a commodity charge of $40 per 1,000 gallons per load. Load

will be the actual capacity of the truck or other transport method delivering wastewater and leachate,
Actual capacity shall be determined, or verified solely, by the Utility,

DELAYED PAYMENT PENALTY

The above schedule i3 net. On all aceounts not paid in full when due, ten percent (10%) will be added
to the net current amount unpaid, This delayed payment penalty is not interest and is to be collected
only once for cach bill where it Is appropriate,

RETURNED CHECK CHARGE

A service charge equal to the actuat bank fee assessed to the District or a maximum of $25.00 will be
imposed upon any customer whose check for payment of charges is retumed by the bank doe to
insufficient funds,
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PROJECT FUND AGREEMENT

THIS PROJECT FUND AGREEMENT is dated as of , 2015, and
is by and between the - PUBLIC SERVICE DISTRICT, a public service
district, public corporation and political subdivision of the State of West Virginia (the “Public
Service District”) and BRANCH BANKING AND TRUST COMPANY (GOVERNMENTAL

FINANCE) (“BB&T”).

RECITALS
The Public Service District is, simultaneously with the execution and delivery of this
Project Fund Agreement, executing and delivering its Revenue Bonds, Series 2015 (BB
and T) dated , 2015 (the “Bonds”) pursuant to the Bond Resolution finally adopted by the
Public Service District on , 2015, as supplemented and amended by a Supplemental
Resolution adopted on , 2015 (the “Bond Resolution”). The purpose of the Bonds is to
provide for BB&T’s advance of § to finance the acquisition, construction and equipping

of the Project, as defined in the Bond Resolution. In partial consideration for BB&T’s purchase of
the Bonds, the Public Service District has agreed to pr0v1de for financing proceeds to be deposited
and disbursed pursuant to this Project Fund Agreement.

NOW, THEREFORE, the parties agree as follows:

SECTION 1. DEFINITIONS

In this Project Fund Agreement, the term “Project Costs” means all costs of the
design, planning, constructing, acquiring and equipping of the Project as determined in accordance
with generally accepted accounting principles and that will not adversely affect the exclusion from
gross income for federal income tax purposes of the interest payable by the Public Service District
under the Bonds, including (a) sums required to reimburse the Public Service District or its agents
for advances made for any such costs, (b) interest during the construction process and for up to six
months thereafter, and (c) all costs related to the financing of the Project through the Bonds and all
related transactions. -

In addition, any capitalized terms used in this Project Fund Agreement and not
otherwise defined shall have the meanings assigned thereto in the Bond.

SECTION 2. PROJECT FUND

~2:1. " Project Fund: On-the date-of issuance of the Bond-(the “Closmg Date”) SRR

BB&T will deposrc $ into a special account of the Public Service District at BB&T to be
designated “ Public Service District Construction Account” (the ‘“Project Fund™). This
account shall be held separate and apart from all other funds of the Public Service District. The
Project Fund is the Public Service District’s property, but the Public Service District is hereby
authorized to withdraw amounts on deposit in the Project Fund only as provided in this Project
Fund Agreement and only for application from time to time to the payment of Project Costs.
Pending such application, such amounts shall be subject to a lien and charge in favor of BB&T to
secure the Public Service District’s obligations under the Bonds.



2.2. Requisitions from Project Fund. The Public Service District may withdraw
funds from the Project Fund only after authorization from BB&T. BB&T will disburse funds from
the Project Fund only to the Public Service District and only upon its receipt of one or more written
requisitions signed by one of the below listed designated Public Service District Representatives
substantially in the form of Exhibit A.

Name and Title: Signature:

>

The Public Service District may designate additional Representatives to sign requisitions upon
written notification to BB&T.

Upon receipt of a requisition from the Public Service District, BB&T will promptly
undertake such review of the matters referred to in such requisition as it shall deem appropriate, and
will then promptly notify the Public Service District of its approval of the requisition or the reasons
for its disapproval.

2.3. Disposition of Project Fund Balance.

(a) Upon completion — Promptly after the Project has been completed to the
point that it is suitable for carrying out substantially all the purposes it is to serve for the Public
Service District, the Public Service District must deliver to BB&T (i) a certificate to such effect
signed by a Public Service District Representative and by a licensed architect or engineer
reasonably acceptable to BB&T, and (ii) an opinion of counsel to the Public Service District that
there are no liens or encumbrances on the Project. BB&T will then withdraw any balance
remaining in the Project Fund (and not required to be retained to pay Project Costs incurred but not
yet paid) and apply such balance against the outstanding balance of principal and interest payable
under the Bond.

(b) Upon default -- Upon the occurrence of an Event of Default, BB&T may
withdraw any balance remaining in the Project Fund and apply such balance against the outstanding
balance of principal and interest payable under the Bond.

(c)  After delay or inactivity -  If (1) more than two years have elapsed from

_the Closing Date or (ii) at least six months has passed from BB&T’s most recent receipt of a

requ131t10n for PI‘O]CCt Costs, then BB&T, upon 30 days’ notice from BB&T to the Public Service

District, may withdraw any balance remaining in the Project Fund and apply such balance against
the outstanding balance of principal and interest payable under the Bond.

(d)  Application of Project Fund balance -- BB&T will apply any amounts paid
to it pursuant to this section (i) first against all additional payments then due and payable, (ii) then to
interest accrued and unpaid to the prepayment date, and (iii) then to the prepayment of the outstanding
principal of the Bond. Such prepayment, however, will not affect any other payment obligation
under the Bonds. BB&T will notify the Public Service District of any withdrawal from the Project



Fund made under this Section 2.3, and in the notice will describe its application of the funds
withdrawn.

At the time of the disposition of the project fund and closure of the project fund account, accrued
interest will post to the account only through the last complete calendar month the account is
opened. If the account is closed prior to month end, accrued but unposted interest will be forfeited.

2.4. Investment. (a) The Public Service District and BB&T agree that money in
the Project Fund will be continuously invested and reinvested in a public funds money rate savings

account.

(b)  From and after the date that is three years from the Closing Date, the Public
Service District will not purchase or hold any investment which has a “yield,” as determined under
the Code, in excess of the “yield” on the Public Service District’s obligations under the Bonds,
unless the Public Service District has supplied BB&T with a Bond Counsel Opinion to the effect
that such investment will not adversely affect the exclusion from gross income for federal income
tax purposes to which the interest components of payments under the Bond would otherwise be

entitled.

(c) Investment obligations acquired with money in the Project Fund shall be
deemed at all times to be part of the Project Fund. The interest accruing thereon and any profit or
loss realized upon the disposition or maturity of any such investment shall be credited to or charged

against the Project Fund.

(d)  All earnings on moneys in the Project Fund must be used for Project Costs.

SECTION 3. MISCELLANEOUS.

3.1. Notices. Any notice or other communication required or contemplated by
th1s Project Fund Agreement shall be deemed to be delivered if in writing, addressed as provided
below and if (a) actually received by such addressee, or (b) in the case of mailing, when indicated to
have been delivered by a signed receipt returned by the United States Postal Service after deposit in
the United States mails, postage and registry fees prepaid, and clearly directed to be transmitted as

registered or certified mail:

1) If intended for the Public Service District, addressed to it at the following
address: Public Service District, , ,
West Vlrglma o Attentlon ~ :

(i)  If intended for BB&T, addressed to it at the followmg address: BB&T
Governmental Finance, Attention: Account Administration/Municipal —
Project Fund Agreement Notice, 5130 Parkway Plaza Boulevard, Building 9,
Charlotte, North Carolina 28217.

Any party may designate a different or alternate address for notices by notice given under this
Project Fund Agreement.



3.2.  Survival of Covenants and Representations. All  covenants,
representations and warranties made by the Public Service District in this Project Fund Agreement
and in any certificates delivered pursuant to this Project Fund Agreement shall survive the delivery
of this Project Fund Agreement.

3.3.  Choice of Law. The parties intend that West Virginia law shall govern this
Project Fund Agreement.

3.4. Amendments. This Project Fund Agreement may not be modified or
amended unless such amendment is in writing and signed by BB&T or the Public Service District.

3.5. No Third-Party Beneficiaries. There are no parties intended to be or which
shall be deemed to be third-party beneficiaries of this Project Fund Agreement.

3.6.  Successors and Assigns. All of the covenants and conditions of this Project
Fund Agreement shall be binding upon and inure to the benefit of the parties to this Project Fund
Agreement and their respective successors and assigns.

3.7.  Severability. If any court of competent jurisdiction shall hold any provision
of this Project Fund Agreement invalid or unenforceable, such holding shall not invalidate or render
unenforceable any other provision of this Project Fund Agreement.

3.8. Counterparts. This Project Fund Agreement may be executed in any
number of counterparts, including separate counterparts, each executed counterpart constituting an
original but all together only one agreement.

3.9. Termination. Except as otherwise provided in this Project Fund Agreement,
this Project Fund Agreement shall cease and terminate upon payment of all funds (including
investment proceeds) from the Project Fund.

[The remainder of this page has been left blank intentionally.]



IN WITNESS WHEREOF, cach of the parties has caused this Project Fund
Agreement to be signed and delivered by a duly authorized officer, all as of the date first above

written.

NORTH BECKLEY PUBLIC SERVICE
DISTRICT

By:

Its: Chairman

BRANCH BANKING AND TRUST COMPANY

By:

Its:




EXHIBIT A

PROJECT FUND REQUISITION

[To Be Prepared on Public Service District’s Letterhead for Submission]

[Date]

Funding Specialist

BB&T Governmental Finance

5130 Parkway Plaza Boulevard, Building 9
Charlotte, North Carolina 28217

RE:  Request for disbursement of funds from the Project Fund related to Contract No.
with , dated : , 20

Dear s

Pursuant to the terms and conditions of the Project Fund Agreement dated as of
, 20__, the (the “Public Service District”), requests the

disbursement of funds from the Project Fund established under the Project Fund Agreement for the
following Project Costs:

This is requisition number _____ from the Project Fund.
Amount:
Vendor:
Vendor Address:
Vendor Federal Tax Number:
- Applicable Vendor Invoices:
Payée‘(‘if difﬁzreﬁt from vend&r; attach explanation)
Project Description:

Location of Project:



The makes this requisition pursuant to the following representations:

The Public Service District has appropriated in its current fiscal year funds sufficient to pay
the payments and any estimated additional payments due in the current fiscal year with
respect to the Bonds delivered in connection with this transaction.

The purpose of this disbursement is for partial payment on the pI‘OJ ect provided for under the
Contract referenced above.

The requested disbursement has not been subject to any previous requisition.

No notice of any lien, right to lien or attachment upon, or claim affecting the right to receive
payment of, any of the moneys payable herein to any of the persons, firms or corporations
named herein has been received, or if any notice of any such lien, attachment or claim has
been received, such lien, attachment or claim has been released or discharged or will be
released or discharged upon payment of this requisition.

This requisition contains no items representing payment on account of any percentage
entitled to be retained on the date of this requisition.

No Event of Default is continuing under the Bonds, and no event or condition is existing
which, with notice or lapse of time or both, would become an Event of Default.

The Public Service District will execute any Uniform Commercial Code financing
statements with respect to this portion of the Project that BB&T may request to evidence its
security interest.

The Public Service District has in place insurance on this portion of the Project that
complies with the insurance provisions of the above-referenced Contract.

Attached is evidence that the amounts shown in this requisition are properly payable at this time,

such as

6843935.1

bills, receipts, invoices, architects’ payment certifications or other appropriate documents.

By: [Exhibit Form Only — Do Not Sign]

Title:
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Apr 21,2015 1:03 pm Prepared by BB&T Governmental Finance (Finance 7.005 North Beckley PSD, WV:ISSUERO1-REV0001) Page 1

BOND DEBT SERVICE

North Beckley Public Service District, WV NAICS 221320 Customer Number 9948001419
Sewer Revenue Bond 2015 9948001419-00001

Dated Date 05/07/2015
Delivery Date 05/07/2015

Period Annual Bond Total
Ending Principal Coupon Interest Debt Service Debt Service Balance Bond Value
05/07/2015 210,000.00 210,000.00
06/01/2015 5,750.76 1.640% 229.60 5,980.36 204,249.24 204,249.24
07/01/2015 5,701.22 1.640% 279.14 5,980.36 198,548.02 198,548.02
08/01/2015 5,709.01 1.640% 271.35 5,980.36 192,839.00 192,839.00
09/01/2015 5,716.81 1.640% 263.55 5,980.36 187,122.19 187,122.19
10/01/2015 5,724.63 1.640% 255.73 5,980.36 181,397.56 181,397.56
11/01/2015 5,732.45 1.640% 24791 5,980.36 175,665.11 175,665.11
12/01/2015 5,740.29 1.640% 240.08 5,980.36 169,924.82 169,924.82
01/01/2016 5,748.13 1.640% 232.23 5,980.36 164,176.69 164,176.69
02/01/2016 5,755.99 1.640% 224.37 5,980.36 158,420.71 158,420.71
03/01/2016 5,763.85 1.640% 216.51 5,980.36 152,656.85 152,656.85
04/01/2016 5,771.73 1.640% 208.63 5,980.36 146,885.12 146,885.12
05/01/2016 5,779.62 1.640% 200.74 5,980.36 71,764.34 141,105.50 141,105.50
06/01/2016 5,787.52 1.640% 192.84 5,980.36 135,317.99 135,317.99
07/01/2016 5,795.43 1.640% 184.93 5,980.36 129,522.56 129,522.56
08/01/2016 5,803.35 1.640% 177.01 5,980.36 123,719.21 123,719.21
09/01/2016 5811.28 1.640% 169.08 5,980.36 117,907.93 117,907.93
10/01/2016 5,819.22 1.640% 161.14 5,980.36 112,088.71 112,088.71
11/01/2016 5,827.17 1.640% 153.19 5,980.36 106,261.54 106,261.54
12/01/2016 5,835.14 1.640% 145.22 5,980.36 100,426.40 100,426.40
01/01/2017 5,843.11 1.640% 137.25 5,980.36 94,583.29 94,583.29
02/01/2017 5,851.10 1.640% 129.26 5,980.36 88,732.19 88,732.19
03/01/2017 5,859.09 1.640% 121.27 5,980.36 82,873.10 82,873.10
04/01/2017 5,867.10 1.640% 113.26 5,980.36 77,006.00 77,006.00
05/01/2017 5,875.12 1.640% 105.24 5,980.36 71,764.34 71,130.88 71,130.88
06/01/2017 5,883.15 1.640% 97.21 5,980.36 65,247.73 65,247.73
07/01/2017 5,891.19 1.640% 89.17 5,980.36 59,356.54 59,356.54
08/01/2017 5,899.24 1.640% 81.12 5,980.36 53,457.30 53,457.30
09/01/2017 5,907.30 1.640% 73.06 5,980.36 47,549.99 47,549.99
10/01/2017 5,915.38 1.640% 64.98 5,980.36 41,634.62 41,634.62
11/01/2017 5,923.46 1.640% 56.90 5,980.36 35,711.16 35,711.16
12/01/2017 5,931.56 1.640% 48.81 5,980.36 29,779.60 29,779.60
01/01/2018 5,939.66 1.640% 40.70 5,980.36 23,839.94 23,839.94
02/01/2018 5,947.78 1.640% 32.58 5,980.36 17,892.16 17,892.16
03/01/2018 5,955.91 1.640% 24.45 5,980.36 11,936.25 11,936.25
04/01/2018 5,964.05 1.640% 16.31 5,980.36 5,972.20 5,972.20

"05/0172018 5972200 77 1.640% ) ‘8.16 5,980.36 71,764.34

210,000.00 5,293.02 215,293.02 215,293.02




Exhibit F

(FORM OF BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
NORTH BECKLEY PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, 2015 SERIES A
(BRANCH BANKING AND TRUST COMPANY)

No. AR-1 $210,000

KNOW ALL MEN BY THESE PRESENTS: This __ day of , 2015, that
North Beckley Public Service District, a public service district, public corporation and political
subdivision of the State of West Virginia in Raleigh County of said State (the “Issuer”), for value
received, hereby promises to pay, solely from the sources and in the manner hereinafter set forth,
to the order of BRANCH BANKING AND TRUST COMPANY or registered assigns (the
“Registered Owner”), on __, 2018, the principal sum of TWO HUNDRED TEN
THOUSAND DOLLARS ($210,000) at the rates per annum set forth as follows:

A. Interest on this Bond shall be payable at the rate of
1.64% per annum (hereinafter sometimes called the “Tax-Exempt
Rate”).

B. Principal and interest on the Bonds shall be due and
payable in arrears commencing on June 1, 2015, and continuing on
the same day of each month thereafter in such amounts as set forth
in the EXHIBIT A hereto. The principal amount of the Bond and
any unpaid interest accrued thereon shall be due and payable thirty-
six (36) months from the date hereof, being _,2018.

The principal of and interest on this Bond are payable in any coin or currency
which on the date of payment thereof is legal tender for the payment of public and private debts
under the laws of the United States of America, at the office of Branch Banking and Trust
Company, as Paying Agent.

This Bond is subject to prepayment of principal and interest only in whole on any
scheduled payment date with a 1% prepayment premium.

This Bond is issued (i) to finance costs of design, acquisition and construction of
certain additions, betterments, improvements and extensions to the existing public sewerage
facilities of the Issuer, including the initial tie-in of the Stanaford Acres Sewerage System, Inc.
sewer system to the Issuer’s existing public sewerage facilities, and all necessary appurtenant



facilities (the “Project”); and (ii) to pay the costs of issuance of the Bonds and related costs. The
existing public sewerage facilities of the Issuer, the Project and any further improvements or
extensions thereto are herein called the “System.” This Bond is issued under the authority of and
in full compliance with the Constitution and statues of the State of West Virginia (the “State”),
including particularly Chapter 16, Article 13A of the Code of West Virginia of 1931, as amended
(the “Act”), and a Resolution duly enacted by the Issuer on April 21, 2015 (the “Resolution”),
and is subject to all the terms and conditions thereof. Capitalized terms used herein and not
otherwise defined shall have the meanings set forth in the Resolution.

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 ISSUER’S (I) SEWERAGE SYSTEM REVENUE BONDS,
SERIES 1999 (WEST VIRGINIA SRF PROGRAM), DATED JANUARY 28, 1999,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $8,090,898
(THE “SERIES 1999 BONDS”), (I) SEWERAGE SYSTEM REVENUE BONDS, SERIES
2003 A (WEST VIRGINIA SRF PROGRAM), DATED SEPTEMBER 29, 2003, ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $5307,741 (THE
“SERIES 2003 BONDS”), AND (III) SEWER REVENUE BONDS, SERIES 2009 A
(WEST VIRGINIA SRF PROGRAM), DATED OCTOBER 29, 2009, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $4,544,324 AND SEWER
REVENUE BONDS, SERIES 2009 B (WEST VIRGINIA SRF PROGRAM/ARRA),
DATED OCTOBER 29, 2009, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $2,415,521 (TOGETHER, THE ¢“SERIES 2009 BONDS,” AND
COLLECTIVELY WITH THE 1999 BONDS AND THE 2003 BONDS, THE “PRIOR
BONDS”).

This Bond is payable only from and secured by a pledge from Net Revenues to be
derived from the operation of the System, on a parity with the lien of the Prior 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 a corporate indebtedness of the Issuer within the meaning of any
constitutional, statutory or charter provisions or limitations, nor shall the Issuer be obligated to
pay the same or the interest hereon except from said special fund provided from the Net
Revenues and unexpended proceeds of the Bonds. Under 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 be provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 115% of the
maximum amount payable in any year for principal of and interest on the Bonds and all other
obligations secured by a lien on or payable from such revenues prior to or on a parity with the
Bonds, including the Prior Bonds; provided that, in the event that amounts equal to or in excess
of the reserve requirements in the Reserve Accounts for obligations on a parity with the 2015
Series A Bonds, including the Prior Bonds, are funded at least at the requirement therefor, such
balance each year need only equal at least 110% of the maximum amount required in any year
for payment of principal of and interest on the 2015 Series A Bonds and all other obligations
secured by a lien on or payable from such revenues on a parity with the 2015 Series A Bonds,



including the Prior Bonds. The Issuer has entered into certain further covenants with the
Registered Owner, for the terms of which reference is made to the Resolution. Remedies
provided the Registered Owner are exclusively as provided in the Resolution to which reference
is here made for a detailed description thereof.

Subject to the requirements for transfer set forth below, this Bond is, and has all
the qualities and incidents of, a negotiable instrument under the Uniform Commercial Code of
the State. This Bond is transferable, as provided in the Resolution, only by transfer of
registration upon the books of the Registrar, to be made at the request of the Registered Owner
hereof in person or by its attorney duly authorized in writing, and upon surrender of this Bond,
together with a written instrument of transfer satisfactory to the Registrar duly executed by the
Registered Owner or its duly authorized attorney.

All monies received from the sale of this Bond shall be applied solely to the
payment of the costs of Project and the costs of issuance and related costs described in the
Resolution, 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.

Under the Act, this Bond and the interest hereon are exempt from taxation by the
State and the other taxing bodies of the State.

The Issuer has designated the Bonds as “qualified tax-exempt obligations™ for
purposes of Section 265(b)(3) of the Internal Revenue Code of 1986, as amended.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at 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 Bonds, together with all other obligations of the Issuer, do not
exceed any limit prescribed by the Constitution or statutes of the State 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 the Issuer for the prompt payment of the principal of and interest on this Bond.

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.

This Bond shall not be valid or obligatory unless authenticated and registered by
the Registrar by the execution of the Registrar’s Certificate of Authentication and Registration
attached hereto and incorporated herein.

[Remainder of Page Intentionally Left Blank]



IN WITNESS WHEREOF, NORTH BECKLEY PUBLIC SERVICE DISTRICT
has caused this Bond to be signed by its Chairman and its corporate seal to be hereunto affixed
and attested by its Secretary, and has caused this Bond to be dated the day and year first written
above.

[SEAL]

Chairman

ATTEST:

Secretary



CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This is to certify that this Bond is the Bond described in and issued under the provisions
of the within-mentioned Resolution and has been duly registered in the name of the registered
owner set forth above.

Date: _, 2015

BRANCH BANKING AND TRUST COMPANY,
as Registrar

By:

Authorized Officer



EXHIBIT A

DEBT SERVICE SCHEDULE



(FORM OF)

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto
the within-mentioned Bond and does

hereby irrevocably constitute and appoint
attorney, to transfer said Bond on the books of the Registrar on behalf of said Issuer with full
power of substitution in the premises.

Date: , 20

IN THE PRESENCE OF:
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