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SHADY SPRINGS PUBLIC SERVICE DISTRICT

RESOLUTION       AUTHORIZING       THE       ACQUISITION,
CONSTRUCTION AND IMPROVEMENT OF PUBLIC SEWER
FACILITIES OF SHADY SPRINGS PUBLIC SERVICE DISTRICT
AND THE FINANCING OF THE COST THEREOF, NOT
OTHERWISE PROVIDED, THROUGH THE ISSUANCE BY THE
DISTRICT OF NOT MORE THAN $2,422,826 IN AGGREGATE
PRINCIPAL AMOUNT OF SEWER REVENUE BONDS, SERIES
2010     (CLEAN    WATER    STATE    REVOLVING    FUND);
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 A BOND PURCHASE AGREEMENT
RELATING TO SUCH BONDS; AUTHORIZING THE SALE AND
PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH
BONDS AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY SPRINGS
PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1.01.    Authori _ty for this Resolution. This Resolution (together with any
order or supplemental hereto or amendatory hereof, the "Bond Legislation") is adopted pursuant to
the provisions of the Chapter 16, Article 13A and Chapter 22C, Article 2 of the Code of West
Virginia, 1931, as amended (collectively, the "Act"), and other applicable provisions of law.

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

A.    Shady Springs Public Service District (the "Issuer") is a public service district,
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 sewer system. However, it is
deemed necessary and desirable for the health and welfare of the inhabitants of the Issuer that there
be acquired and constructed certain improvements to the existing public sewer facilities of the Issuer,
consisting of the Pump Station Upgrade Project, together with all appurtenant facilities (the
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"Project"). The existing public sewer facilities of the Issuer, the Project and any further
improvements or extensions thereto are herein called the "System".

C.    The Issuer has received bids for the Project. It is deemed necessary for the
Issuer to issue its sewer revenue bonds, in an aggregate principal amount of not more than
$2,422,826 being its Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund) (the
"Series 2010 Bonds") to permanently finance the costs of the Project and the costs of issuance of the
Series 2010 Bonds and related costs.

D.    It is in the best interests of the Issuer that the Series 2010 Bonds be sold to the
Authority pursuant to the terms and provisions of a bond purchase agreement by and among the
Issuer, the Authority and the West Virginia Department of Environmental Protection (the "DEP") in
form satisfactory to the respective parties (the "Loan Agreement"), approved hereby if not previously
approved by resolution of the Issuer.

E.    There are outstanding obligations of the Issuer which will rank on parity to the
Series 2010 Bonds as to liens, pledge and source of and security for payment, which obligations are
designated and have the lien positions and respect to the Series 2010 Bonds as follows:

Designation Lien Position

Sewer Revenue Bonds, Series 1982B
August 12, 1982, issued in the original
principal amount of $795,515
(the "Series 1982B Bonds");

First Lien (Parity)

Sewer Revenue Bonds, Series 1994A
June 8, 1994, issued in the original
principal amount of $170,532
(the "Series 1994A Bonds");

First Lien (Parity)

Sewer Revenue Bonds, Series 1996A, dated
April 25, 1996, issued in the original
principal amount of $151,800
(the "1996A Bonds").

First Lien (Parity)

Sewer Revenue Bonds, Series 1997C dated
June 24, 1997, issued in the original
principal amount of $2,197,304
(the "Series 1997C Bonds");

First Lien (Parity)

Sewer Revenue Refunding Bonds, Series 1997D
dated June 24, 1997, issued in the original

First Lien (Parity)

2
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principal amount of $3,056,955
(the "Series 1997D Bonds");

Sewer Revenue Bonds, Series 1998A
dated November 25, 1998, issued in the original
pnncxpal amount of $1,202,100
(the "Series 1998A Bonds");

First Lien (Parity)

Sewer Revenue Bonds, Series 1998B
dated December 17, 1998, issued in the original
pnncxpal amount of $839,000
(the "Series 1998B Bonds");

First Lien (Parity)

Sewer Revenue Bonds, Series 1999A,
dated March 18, 1999, issued in the original
prxnclpal amount of $752,000
(the "Series 1999A Bonds");

First Lien (Parity)

Sewer Revenue Bonds, Series 1999B,
dated March 18, 1999, issued in the original
principal amount of $165,000
(the "Series 1999B Bonds");

First Lien (Parity)

Sewer Revenue Bonds, Series 2002A,
dated March 8, 2002, issued in the original
pnnc~pal amount of $2,419,905
(the "Series 2002A Bonds")

First Lien (Parity)

Sewer Revenue Bonds, Series 2005A
(West Virginia Infrastructure Fund)
dated December 13, 2005, issued in the original
principal amount of $2,875,000
(the "Series 2005A Bonds"); and

First Lien (Parity)

Sewer Revenue Bonds, Series 2005B
(State Revolving Fund)
dated December 13, 2005
issued in the original principal amount of $3,078,043
(the "Series 2005B Bonds").

First Lien (Parity)

The Series 1982B Bonds, the Series 1994A Bonds, the Series 1996A Bonds. the
Series 1997C Bonds, the Series 1997D Bonds, the Series 1998A Bonds, the Series 1998B Bonds, the
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Series 1999A Bonds, the Series 1999B Bonds, the Series 2002A Bonds, the Series 2005A Bonds and
the Series 2005B Bond are hereinafter collectively referred to as the "Prior Bonds."

F.    The estimated revenues to be derived in each year following completion of the
Project from the operation of the System will be sufficient to pay all Operating Expenses of the
System and the principal of and interest on the Prior Bonds and the Series 2010 Bonds and to make
payments into all funds and accounts and other payments provided for herein.

G.    The Issuer has complied with all requirements of West Virginia law and the
Loan Agreement relating to authorization of the design of the Project and issuance of the Series 2010
Bonds, or will have so complied prior to issuance of any thereof, including, among other things and
without limitation, the approval of the Project and the financing thereof by the Council and the
obtaining of approval of this financing and necessary user rates and charges described herein from
the Public Service Commission of West Virginia (the "PSC") by final order, the time for rehearing
and appeal of which will either have expired prior to the issuance of the Series 2010 Bonds or such
final order will not be subject to appeal or rehearing.

H.    The Project has been reviewed and determined to be technically and
financially feasible by the Council as required under Chapter 31, Article 15A of the Code of West
Virginia, 1931, as amended.

Section 1.03.    Bond Legislation Constitutes Contract. In consideration of the
acceptance of the Series 2010 Bonds by those who shall be the Registered Owners of the same from
time to time, this Bond Legislation 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 equal benefit, protection and security of the Registered
Owners of any and all such Series 2010 Bonds, all which shall be of equal rank and without
preference, priority or distinction between any one Bond and any other of a series and any other
Bonds of the same series, by reason of priority of issuance or otherwise, except as expressly provided
therein and herein.

Section 1.04.    Definitions. The following terms shall have the following meanings
herein unless the context expressly requires otherwise:

"Act" means, collectively, Chapter 16, Article 13A and Chapter 22C, Article 2 of the
Code of West Virginia, 1931, as amended and in effect on the date of adoption hereof.

"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser and Registered Owner of the Series 2010 Bonds, or any other
agency, board or department of the State of West Virginia that succeeds to the functions of the
Authority.
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"Authorized Officer" means the Chairperson of the Goveming Body of the Issuer or
any temporary Chairperson duly elected by the Goveming Body.

"Bondholders," "Holder of the Bonds," "Holder," "Registered Owner," "Owner" or
any similar term, whenever used herein with respect to an outstanding Bond or Bonds, means the
person in whose name such Bond is registered.

"Bond Legislation," "Resolution," "Bond Resolution" or "Local Act" means this
Bond Resolution and all orders and resolutions supplemental hereto or amendatory hereof.

"Bond Registrar" means the Issuer, the bank or other entity to be designated as such
in this Bond Resolution, or the Supplemental Resolution and its successors and assigns.

"Bonds" means, collectively, the Series 2010 Bonds and any bonds on a parity
therewith subsequently authorized to be issued hereunder or by another resolution of the Issuer.

"Chairperson" means the Chairperson of the Governing Body of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Series 2010
Bonds for all or a portion of the proceeds of the Series 2010 Bonds.

"Code" means the Internal Revenue Code of 1986, as amended, and the Regulations.

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

"Consulting Engineers" means E. L. Robinson Engineering Co., Cross Lanes, West
Virginia, or any qualified engineer or firm of engineers, licensed by the State, that shall at any time
hereafter be procured by the Issuer as Consulting Engineers for the System or portion thereof in
accordance with Chapter 5G, Article 1 of the Code of West Virginia, 1931, as amended; provided
however, that the Consulting Engineers shall not be a regular full-time employee of the State or any
of its agencies, commissions or political subdivisions.

"Costs" or "Costs of the Project" means those costs described in Section 1.02D hereof
to be a part of the cost &acquisition and construction of the Project.

"Council" means the West Virginia Infrastructure and Jobs Development Council or
any other agency of the State of West Virginia that succeeds to the functions of the Council.

"DEP" means the West Virginia Division of Environmental Protection or any other
agency, board or department of the State that succeeds to the functions of the DEP.
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"Depository Bank" means the bank or banks designated as such in the Supplemental
Resolution and any successors and assigns, which shall be a member of FDIC.

"FDIC" means the Federal Deposit Insurance Corporation and 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.

"Goveming Body" or "Board" means the public service board of the Issuer, as it may
now or hereafter be constituted.

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

"Gross Revenues" means the aggregate gross operating and non-operating revenues of
the System, as hereinafter defined, determined in accordance with generally accepted accounting
principles, after deduction of prompt payment discounts, if any, and reasonable provision for
uncollectible accounts; provided, that "Gross Revenues" does not include any gains from the sale or
other disposition of, or from any increase in the value of, capital assets (including Qualified
Investments, as hereinafter defined, purchased pursuant to Article 8.01 hereof), or any Tap Fees, as
hereinafter defined.

"Herein," "hereto" and similar words shall refer to this entire Bond Legislation.

"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 the System in the normal operation of its business and affairs.

"Investment Property" means:

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
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(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 defined).

"Issuer" means the Shady Springs 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.

"Loan Agreement" means the Bond Purchase Agreement heretofore entered, or to be
entered, into by and among the Issuer, the Authority and DEP providing for the purchase of the
Series 2010 Bonds, the form of which shall be approved, and the execution and delivery by the Issuer
authorized and directed or ratified, by the Supplemental Resolution.

"Net Proceeds" means the face amount of the Series 2010 Bonds, plus accrued
interest and premium, if any, less original issue discount, if any, and less proceeds, if any, deposited
in the Series 2010 Bonds Reserve Account. For purposes of the Private Business Use limitations set
forth herein, the term Net Proceeds shall include any amounts resulting from the investment of
proceeds of the Series 2010 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, the SRF Administrative Fee, fees and expenses of the Authority,
fiscal agents, the Depository Bank, the Registrar and the Paying Agent (all as herein defined), other
than those capitalized as part of the costs, payments to pension or retirement funds, taxes and such
other reasonable operating costs and expenses as should normally and regularly be included under
generally accepted accounting principles; provided, that "Operating Expenses" does not include
payments on account of the principal of or redemption premium, if any, or interest on the Bonds,
charges for depreciation, losses from the sale or other disposition of, or from any decrease in the
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value of, capital assets, amortization of debt discount or such miscellaneous deductions as are
applicable to prior accounting periods or Tap Fees.

"Outstanding," when used with reference to Bonds and as of any particular date,
describes all Bonds theretofore and thereupon being authenticated and delivered except (i) any Bond
canceled by the Bond Registrar at or prior to said date; (ii) any Bond for the payment of which
moneys, equal to its principal amount and redemption premium, if applicable, with interest to the
date of maturity or redemption shall be in trust hereunder and set aside for such payment (whether
upon or prior to maturity); (iii) any Bond deemed to have been paid as provided in Article X hereof;
and (iv) for purposes of consents, notices or other action by a specified percentage of Bondholders,
any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within the
limitations prescribed by Section 7.07 hereof.

"Paying Agent" means the Commission or other entity designated as such for the
Series 2010 Bonds in the Supplemental Resolution.

"Prior Bonds" shall have the meaning described in Section 1.02E hereof.

"Prior Resolutions" shall mean, collectively, the resolutions and supplemental
resolutions of the Issuer authorizing the issuance of the Prior Bonds.

"Private Business Use" means use (directly or indirectly) in a trade or business carried
on by any person other than a governmental unit; provided that, use as a member of the general
public shall not be taken into account.

"Project" means the Project as described in Section 1.02B hereof.

"PSC" means the Public Service Commission of West Virginia and any successors to
the functions thereof.

"PSC Order" means, collectively, the final order or orders of the PSC approving the
financing for the Project and the rates of the System.

"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;
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(c)    Bonds, debentures, notes 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;
Governmental National Mortgage Association; Tennessee Valley Authority; or the Washington
Metropolitan Area Transit Authority;

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

(e)    Time accounts, (including accounts evidenced by time certificates of
deposit, time deposits or other similar banking arrangements) which, to the extent not insured by the
FDIC, shall be secured by a pledge of Government Obligations, provided, that such Government
Obligations pledged either must mature as nearly as practicable coincident with the maturity of said
time account 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, the only assets are investments
of the type described in paragraphs (a) through (e) above; and

(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 agent 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
Bond of Treasury Investments pursuant to Chapter 12, Article 6C of the Code of West Virginia,
1931, as amended; and

(i)    Obligations of states or political subdivisions or agencies thereof, the
interest on which is excluded from gross income for federal income tax purposes, and which are
rated at least "A" by Moody’s Investor Services, Inc. or Standard & Poor’s Corporation.

"Registrar" means the Bond Registrar.
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"Regulations" means temporary and permanent regulations promulgated under the
Code or any predecessor to the Code.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established or continued by Section 5.01 hereof.

"Revenue Fund" means the Revenue Fund created by Section 5.01 hereof.

"Secretary" means the Secretary of the Governing Body of the Issuer.

"Series 2010 Bonds Construction Trust Fund" means the Series 2010 Bonds
Construction Fund created by Section 5.01 hereof.

"Series 2010 Bonds" means the Sewer Revenue Bonds, Series 2010 (Clean Water
State Revolving Fund), of the Issuer, authorized by this Resolution.

"Series 2010 Bonds Reserve Account" means the Series 2010 Bonds Reserve
Account created by Section 5.02 hereof.

"Series 2010 Bonds Reserve Requirement" means, as of any date of calculation, the
maximum amount of principal and interest, if any, which will become due on the Series 2010 Bonds
in the then current or any succeeding year.

"Series 2010 Bonds Sinking Fund" means the Series 2010 Bonds Sinking Fund
created by Section 5.02 hereof.

"SRF Administrative Fee" means any administrative fee required to be paid under the
Loan Agreement.

"SRF Program" means the State’s Water Pollution Control Revolving Fund Program,
under which the Authority purchases the water pollution control revenue bonds of local government
entities satisfying certain legal and other requirements with the proceeds of a capitalization grant
award from the United States Environmental Protection Agency and funds of the State.

"SRF Regulations" means the regulations set forth in Title 47, Series 31 of the West
Virginia Code of State Regulations.

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution or order of the Issuer supplementing
or amending this Resolution and, when preceded by the article "the," refers specifically to the
supplemental resolution or resolutions authorizing the sale of the Series 2010 Bonds; provided, that
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any matter intended by this Resolution to be included in the Supplemental Resolution with respect
the Series 2010 Bonds, and not so included, may be included in another Supplemental Resolution.

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

"System" means the complete public service properties of the Issuer for the collection,
treatment, purification or disposal of liquid or solid wastes, sewage or industrial wastes, as presently
existing in its entirety or any integral part thereof, 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.

Additional terms and phrases are defined in this Resolution as they are used. Words
importing singular number shall include the plural number in each case and vice versa; words
importing persons shall include firms and corporations; and words importing the masculine,
feminine or neutral gender shall include any other gender.
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ARTICLE II

AUTHORIZATION OF THE PROJECT, APPROVAL
OF THE LOAN AGREEMENTS AND PAYMENT OF DESIGN LOAN

Section 2.01.    Authorization of the Project. There is hereby authorized and
ordered the Project, at an estimated cost of $2,422,826. The Costs of the Project will be paid from
the proceeds of the Series 2010 Bonds. The Issuer is hereby authorized and directed to enter into the
contracts with respect to the Project.

Section 2.02.    Approval of Loan Agreement. The Issuer hereby approves the Loan
Agreement and the sale of the Series 2010 Bonds pursuant to the Loan Agreement The Issuer is
hereby authorized and directed to execute and deliver the Loan Agreement to the Authority. The
Issuer shall perform, satisfy and comply with all the terms and conditions of the Loan Agreement.

12
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION
AND SALE OF SERIES 2010 BONDS; AUTHORIZATION AND EXECUTION

OF LOAN AGREEMENT

Section 3.01.    Authorization of Series 2010 Bonds. For the purposes of paying
Costs of the Project not otherwise provided for, funding the Series 2010 Bonds Reserve Account,
and paying certain costs of issuance of the Series 2010 Bonds and related costs, or any or all of such
purposes as determined by the Supplemental Resolution, there shall be and hereby are authorized to
be issued negotiable Series 2010 Bonds of the Issuer. The Series 2010 Bonds shall be issued as a
single bond, designated "Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund),"
in the principal amount of not more than $2,422,826, and shall have such terms as set forth
hereinafter and in the Supplemental Resolution.

The aggregate principal amount of the Series 2010 Bonds need not be paid to the
Issuer upon delivery of the Series 2010 Bonds but may be advanced to the Issuer as requested by the
Issuer from time to time; and the Series 2010 Bonds shall evidence only the indebtedness recorded
on the Record of Advances attached hereto and incorporated therein.

Section 3.02.    Terms of Series 2010 Bonds. A. The Series 2010 Bonds shall be
issued in such principal amount; shall bear interest at such rate or rates, not exceeding the then legal
maximum rate, payable quarterly on such dates; shall mature on such dates and in such amounts; and
shall be redeemable, in whole or in part, all as the Issuer shall prescribe in a Supplemental
Resolution or as specifically provided in the Loan Agreement. The Series 2010 Bonds shall be
payable as to principal at the office of the Paying Agent, in any coin or currency which, on the dates
of payment of principal is legal tender for the payment of public or private debts under the laws of
the United States of America. Interest on the Series 2010 Bonds shall be paid by check or draft of
the Paying Agent mailed to the Registered Owner thereof at the address as it appears on the books of
the Bond Registrar, or by such other method as shall be mutually agreeable so long as the Authority
is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2010 Bonds
shall be issued in the form of a single bond, fully registered to the Authority, with a record of
advances and a debt service schedule attached, representing the aggregate principal amount of the
Series 2010 Bonds. The Series 2010 Bonds shall be exchangeable at the option and expense of the
Registered Owner for another fully registered Bond or Bonds of the same series in the aggregate
principal amount equal to the amount of said Bonds then outstanding and being exchanged, with
principal installments or maturities, as applicable, corresponding to the dates of payment of principal
installments of said Bonds; provided, that the Authority shall not be obligated to pay any expenses of
such exchange.
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Subsequent series of Bonds, if any, shall be issued in fully registered form and in
denominations as determined by a Supplemental Resolution. Such Bonds shall be dated and shall
have such terms as set forth in a Supplemental Resolution.

Section 3.03.    Execution of Series 2010 Bonds. The Series 2010 Bonds shall be
executed in the name of the Issuer by the Chairperson, and the seal of the Issuer shall be affixed
thereto or imprinted thereon and attested by the Secretary. In case any one or more of the officers
who shall have signed or sealed any of the Series 2010 Bonds shall cease to be such officer of the
Issuer before the Series 2010 Bonds so signed and sealed have been actually sold and delivered, such
Series 2010 Bonds may nevertheless be sold and delivered as herein provided and may be issued as if
the person who signed or sealed such Bonds has not ceased to hold such office. Any Series 2010
Bonds 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 in 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.    Bond Registrar; Authentication and Registration. The Bond
Registrar for the Series 2010 Bonds shall be the bank or other entity to be designated as such in the
Supplemental Resolution and its successors and assigns. No such Bonds shall be valid or obligatory
for any purpose or entitled to any security or benefit under this Bond Legislation unless and until the
Certificate of Authentication and Registration on such Bond, substantially in the form set forth in
Section 3.10, shall have been manually executed by the Bond 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 Bond Legislation. The
Certificate of Authentication and Registration on any such Bonds shall be deemed to have been
executed by the Bond Registrar if manually signed by an authorized officer of the Bond Registrar,
but it shall not be necessary that the same officer sign the Certificate of Authentication and
Registration on all of such Bonds issued hereunder.

Section 3.05.    Negotiability, Transfer and Registration. Subject to the provisions
for transfer of registration set forth below, the Series 2010 Bonds shall be and have all of the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the State of
West Virginia, and each successive Holder in accepting the Series 2010 Bonds shall be conclusively
deemed to have agreed that such Bonds shall be and have all of the qualities and incidents of
negotiable instruments under the Uniform Commercial Code of the State of West Virginia, and each
successive Holder shall further be conclusively deemed to have agreed that such Bonds shall be
incontestable in the hands of a bona fide holder for value.

So long as the Series 2010 Bonds remain Outstanding, the Issuer, through the Bond
Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

The registered Series 2010 Bonds shall be transferable only upon the books of the
Bond Registrar, by the Registered Owner thereof in person or by his attorney duly authorized in
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writing, upon surrender thereto together with a written instrument of transfer satisfactory to the Bond
Registrar duly executed by the Registered Owner or his duly authorized attorney.

In all cases in which the privilege of exchanging the Series 2010 Bonds or transferring
the registered Series 2010 Bonds is exercised, all such Bonds shall be delivered in accordance with
the provisions of this Bond Legislation. All such Bonds surrendered in any such exchanges or
transfers shall forthwith be canceled by the Bond Registrar. For every such exchange or transfer of
such Bonds, the Bond 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 exchange or transfer and the cost of
preparing each new Bond upon each exchange or transfer, and any other expenses of the Bond
Registrar incurred in connection therewith, which sum or sums shall be paid by the Issuer. The Bond
Registrar shall not be obliged to make any such exchange or transfer of the Bonds during the period
commencing on the 15t~ day of the month preceding an interest payment date on the Bonds or, in the
case of any proposed redemption of such Bonds, next preceding the date of the selection of the
Bonds to be redeemed, and ending on such interest payment date or redemption date.

Section 3.06.    Series 2010 Bonds Mutilated, Destroyed, Stolen or Lost. In case any
Series 2010 Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its
discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate and deliver, a
new Bond of the same series and of like tenor as the Bonds so mutilated, destroyed, stolen or lost, in
exchange and substitution for such mutilated Bond, upon surrender and cancellation of such
mutilated Bond, or in lieu of and substitution for the Bond destroyed, stolen or lost, and upon the
Holder’s furnishing satisfactory indemnity and complying with such other reasonable regulations and
conditions as the Issuer may prescribe and paying such expenses as the Issuer and the Bond Registrar
may incur. All Bonds so surrendered shall be canceled by the Bond Registrar and held for the
account of the Issuer. If any such Bond 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
Bond be lost, stolen or destroyed, without surrender thereof.

Section 3.07.    Series 2010 Bonds not to be Indebtedness of the Issuer. The Series
2010 Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the meaning
of any constitutional or statutory provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein provided on parity with the lien of the
Prior Bonds. No Holder or Holders of such Bonds shall ever have the right to compel the exercise of
the taxing power of the Issuer, if any, to pay such Bonds or the interest, if any, thereon.

Section 3.08.    Series 2010 Bonds Secured by Pledge of Net Revenues. The
payment of the debt service of the Series 2010 Bonds shall be secured forthwith equally and ratably
with the Prior Bonds by a first lien on the Net Revenues derived from the System. Such Net
Revenues in an amount sufficient to pay the principal of and interest, if any, on and other payments
for the Prior Bonds and the Series 2010 Bonds and to make all other payments provided for in the
Bond Legislation, are hereby irrevocably pledged to such payments as they become due.
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Section 3.09.    Delivery. of Series 2010 Bonds. The Issuer shall execute and deliver
the Series 2010 Bonds to the Bond Registrar, and the Bond Registrar shall authenticate, register and
deliver the Series 2010 Bonds to the original purchasers upon receipt of a request and authorization
to the Bond Registrar on behalf of the Issuer, signed by an Authorized Officer, to authenticate and
deliver such Bonds to the original purchasers.

Section 3.10.    Form of Series 2010 Bonds. The text of the Series 2010 Bonds
shall be in substantially the following form, with such omissions, insertions and variations as may be
necessary and desirable and authorized or permitted hereby, or by any Supplemental Resolution
adopted prior to the issuance thereof.
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(FORM OF SERIES 2010 BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

No. R- $

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRINGS 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 special funds provided therefor, as hereinafter set forth, to the
WEST VIRGINIA WATER DEVELOPMENT AUTHORITY (the "Authority") or registered assigns
the sum of                                 DOLLARS ($             ) or such lesser
amount as shall have been advanced to the Issuer hereunder and not previously repaid, as set forth in
the "Record of Advances" attached as EXHIBIT A hereto and incorporated herein by reference, in
quarterly installments on March 1, June 1, September 1 and December 1 of each year commencing

1, ___, as set forth on the "Debt Service Schedule" attached as EXHIBIT B hereto
and incorporated herein by reference. The SRF Administrative Fee (as defined in the hereinafter
described Bond Legislation) shall also be payable quarterly on March 1, June 1, September 1 and
December 1 of each year, commencing 1, __., as set forth on EXHIBIT B
attached hereto.

This Bond shall bear no interest. Principal installments of this Bond are payable in
any coin or currency which, on the respective dates of payment of such installments, is legal tender
for the payment of public and private debts under the laws of the United States of America, at the
office of the West Virginia Municipal Bond Commission, Charleston, West Virginia (the "Paying
Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in part, but
only with the express written consent of the Authority and the West Virginia Department of
Environmental Protection (the "DEP"), and upon the terms and conditions prescribed by, and
otherwise in compliance with, the Bond Purchase Agreement by and among the Issuer, the Authority
and the DEP, dated          ., ~

This Bond is issued (i) to pay a portion of the costs of acquisition, construction and
improvement of public sewer facilities of the Issuer (the "Project"); and (ii) to pay certain costs of
issuance hereof and related costs. The existing public sewerage facilities of the Issuer, the
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improvements thereto provided by 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 statutes of the State of West Virginia, including particularly Chapter 16,
Article 13A and Chapter 22C, Article 2 of the Code of West Virginia, 1931, as amended
(collectively, the "Act"), a Bond Resolution duly adopted by the Issuer on .,
__., and a Supplemental Resolution duly adopted by the Issuer on , __.,
(collectively, the "Bond Legislation"), and is subject to all the terms and conditions thereof. The
Bond Legislation provides for the issuance of additional bonds under certain conditions, and such
bonds would be entitled to be paid and secured equally and ratably from and by the funds and
revenues and other security provided for this Bond under the Bond Legislation.

THIS BOND IS ISSUED ON PARITY AS TO LIENS, PLEDGE AND SOURCE OF
AND SECURITY FOR PAYMENT, AND IN ALL OTHER RESPECTS, WITH THE "PRIOR
BONDS" DESCRIBED IN THE BOND LEGISLATION.

This Bond is payable only from and secured by a pledge of the Net Revenues (as
defined in the Bond Legislation) to be derived from the System, on a parity with the pledge of Net
Revenues in favor of the holders of the Prior Bonds, and from moneys in the reserve account created
under the Bond Legislation for the Bonds (the "Series 2010 Bonds Reserve Account") and
unexpended proceeds of this Bonds. Such Net Revenues shall be sufficient to pay the principal of
and interest, if any, on all bonds which may be issued pursuant to the Act and which shall be set
aside as a special fund hereby pledged for such purpose. This Bond does not constitute an
indebtedness of the Issuer within the meaning of any constitutional or statutory provisions or
limitations, nor shall the Issuer be obligated to pay the same, except from said special fund provided
from the Net Revenues, the moneys in the Series 2010 Bonds Reserve Account and unexpended
Bond Proceeds of this Bond. Pursuant to the Bond Legislation, the Issuer has covenanted and agreed
to establish and maintain just and equitable rates and charges for the use of the System and the
services rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and to leave
a balance each year equal to at least 115% of the maximum amount payable in any year for principal
of and interest, if any, on the Bonds and all other obligations secured by a lien on or payable from
such revenues on a parity with the Bonds, including the Prior Bonds; provided however, that so long
as there exists in the Series 2010 Bonds Reserve Account, an amount at least equal to the maximum
amount of principal and interest, if any, which will become due on this Bond in the then current or
any succeeding year, and in the respective reserve accounts established for any other obligations
outstanding on a parity with the Bonds, including the Prior Bonds, an amount at least equal to the
requirement therefor, such percentage may be reduced to 110%. The Issuer has entered into certain
further covenants with the registered owners of the Bonds for the terms of which reference is made to
the Bond Legislation. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Bond Legislation, to which reference is here made for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is transferable, as
provided in the Bond Legislation, only upon the books of the Registrar (as defined in the Bond
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Legislation) by the registered owner, or by its attorney duly authorized in writing, upon the surrender
of this Bond, together with a written instrument of transfer satisfactory to the Registrar duly executed
by the registered owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond, under the
provision of the Act is, and has all the qualities and incidents of, a negotiable instrument under the
Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and repayment of
all amounts advanced for preliminary expenses as provided by law and the Bond Legislation, shall be
applied solely to payment of the costs of the Project and the costs of issuance hereof as described in
the Bond Legislation, and there shall be and hereby is created and granted a lien upon such moneys,
until so applied, in favor of the registered owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions
and things required to exist, happen and be performed precedent to and at the issuance of this Bond
do exist, have happened, and have been performed in due time, form and manner as required by law,
and that the amount of this Bond, together with all other obligations of the Issuer, does not exceed
any limit prescribed by the Constitution or statutes of the State of West Virginia and that a sufficient
amount of the Net Revenues of the System has been pledged to and will be set aside into said special
fund by the Issuer for the prompt payment of the principal of and interest on this Bond.

All provisions of the Bond Legislation, resolutions and 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.
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IN WITNESS WHEREOF, SHADY SPRINGS PUBLIC SERVICE DISTRICT has
caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto affixed and
attested by its Secretary, and has caused this Bond to be dated             , ~

[SEAL]

Chairperson

ATTEST:

Secretary

2O
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2010 Bonds described in the within-mentioned Bond
Legislation and has been duly registered in the name of the Registered Owner set forth above, as of
the date set forth below.

Date:

as Registrar

By
Its Authorized Officer

3228818.1
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EXHIBIT A
RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1)$
(2) $
(3)$
(4) $

(6) $

(7) $
(8) $
(9) $
(10) $
(11) $
(12) $

TOTALS
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

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

Dated:

In the presence of."
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Section 3.11.    Sale of Series 2010 Bonds; Approval and Ratification of Execution
of Loan Agreement. The Series 2010 Bonds shall be sold to the Authority pursuant to the terms and
conditions of the Loan Agreement. If not so authorized by previous resolution, the Chairperson is
specifically authorized and directed to execute the Loan Agreement and the Secretary is directed to
affix the seal of the Issuer thereto, attest the same and deliver the Loan Agreement to the Authority,
and any such prior execution and delivery is hereby authorized, approved, ratified and confirmed.
The Loan Agreement, including all schedules and exhibits attached thereto, are hereby approved and
incorporated into this Bond Legislation.

Section 3.12.    Filing of Amended Schedule. Upon completion of the Project, the
Issuer will file with the Authority and the DEP, a schedule, the form of which will be provided by the
DEP, setting forth the actual costs of the Project and sources of funds therefor.
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ARTICLE IV

[RESERVED]
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ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES
AND APPLICATION THEREOF

Section 5.01.    Establishment of Funds and Accounts with Depository_ Bank. The
following special funds or accounts are hereby created with and shall be held by the Depository Bank
separate and apart from all other funds or accounts of the Depository Bank and the Issuer and from
each other:

(1) Revenue Fund;

(2) Renewal and Replacement Fund; and

(3)    Series 2010 Bonds Construction Trust Fund; and

Section 5.02.    Establishment of Funds and Accounts with Commission. The
following special funds or accounts are hereby created with and shall be held by the Commission
separate and apart from all other funds and accounts of the Commission and the Issuer and from each
other:

(1)    Series 2010 Bonds Sinking Fund;

(2)    Series 2010 Bonds Reserve Account;

Section 5.03.    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. The
Revenue Fund shall constitute a trust fund for the purposes provided in this Bond Legislation 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 therein and 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 the Operating
Expenses of the System.

(2) The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and remit to the Commission, for deposit in the applicable Sinking Funds, the
amounts required by the Prior Resolutions to pay the interest due on the Prior Bonds.

(3)    The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously with the required payments for the Prior Bonds remit to the
Commission, commencing 3 months prior to the first date of payment of principal of the Series 2010
Bonds, for deposit in the Series 2010 Bonds Sinking Fund, an amount equal to 1/3rd of the amount of
principal which will mature and become due on the Series 2010 Bonds on the next ensuing quarterly
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principal payment date; provided that, in the event the period to elapse between the date of such
initial deposit in the Series 2010 Bonds Sinking Fund and the next quarterly principal payment date
is less than 3 months, then such monthly payment shall be increased proportionately to provide, 1
month prior to the next quarterly principal payment date, the required amount of principal coming
due on such date.

(4)    The Issuer shall next, on the first day of each month, commencing 3 months
after the completion of the Project, as certified by the Consulting Engineers, simultaneously with the
reserve account deposit requirements for the Prior Bonds, transfer from the Revenue Fund and
simultaneously remit to the Commission (i) for deposit in the Series 2010 Bonds Reserve Account,
an amount equal to 1/120th of the Series 2010 Bonds Reserve Requirement, until the amount in the
Series 2010 Bonds Reserve Account equals the Series 2010 Bonds Reserve Requirement; provided
that, no further payments shall be made into the Series 2010 Bonds Reserve Account when there
shall have been deposited therein, and as long as there shall remain on deposit therein, an amount
equal to the Series 2010 Bonds Reserve Requirement.

(5) The Issuer shall next, on the first day of each month, commencing 3 months
after the completion of the Project, as certified by the Consulting Engineers, transfer from the
Revenue Fund and remit to the Depository Bank for deposit in the Renewal and Replacement Fund,
an amount equal to 2 ½% of the Gross Revenues each month (as provided in one or more of the
resolutions authorizing the issuance of the Prior Bonds 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 VIII hereof. Withdrawals and disbursements may be made
from the Renewal and Replacement Fund for replacements, repairs, improvements or extensions to
the System; provided that, any deficiencies in any Reserve Account, except to the extent such
deficiency exists because the required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the maximum extent required hereof, shall be
promptly eliminated with moneys from the Renewal and Replacement Fund.

Moneys in the Series 2010 Bonds Sinking Fund shall be used only for the purposes of
paying principal of and interest, if any, on the Series 2010 Bonds as the same shall become due.
Moneys in the Series 2010 Bonds Reserve Account shall be used only for the purposes of paying
principal of and interest, if any, on the Series 2010 Bonds as the same shall become due, when other
moneys in the Sinking Fund are insufficient therefor, and for no other purpose.

All investment earnings on moneys in the Reserve Account (if fully funded) shall be
returned, not less than once each year, by the Commission to the Issuer, and such amounts shall be
deposited in the Revenue Fund and applied in full, first to the next ensuing interest payment, if any,
due on the Series 2010 Bonds and then to the next ensuing principal payment due thereon.

Any withdrawals from the Series 2010 Bonds Reserve Account which result in a
reduction in the balance there to below the Series 2010 Reserve Requirement shall be subsequently
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restored from the first Net Revenues available after all required payments have been made in full in
the order set forth above.

As and when additional Bonds ranking on a parity with the Series 2010 Bonds are
issued, provision shall be made for additional payments into the respective sinking funds sufficient to
pay any interest on such additional parity Bonds and accomplish retirement thereof at maturity and to
accumulate a balance in the respective reserve accounts in an amount equal to the requirement
therefor.

The Issuer shall not be required to make any further payments into the Sinking Fund
or the Series 2010 Bonds Reserve Account when the aggregate amount of funds therein are at least
equal to the aggregate principal amount of the Series 2010 Bonds issued pursuant to this Bond
Legislation then Outstanding and all interest, if any, to accrue until the maturity thereof.

Interest, principal or reserve account payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Prior Bonds and the Series 2010
Bonds, in accordance with the respective principal amounts then Outstanding.

The Commission is hereby designated as the fiscal agent for the administration of the
Series 2010 Bonds Sinking Fund and the Series 2010 Bonds Reserve Account created hereunder, and
all amounts required for such accounts shall be remitted to the Commission from the Revenue Fund
by the Issuer at the times provided herein. If required by the Authority at any time, the Issuer shall
make the necessary arrangements whereby required payments into such accounts shall be
automatically debited from the Revenue Fund and electronically transferred to the Commission on
the dates required hereunder.

Moneys in the Series 2010 Bonds Sinking Fund and the Series 2010 Bonds Reserve
Account shall be invested and reinvested by the Commission in accordance with Section 8.01 hereof.

The Series 2010 Bonds Sinking Fund and the Series 2010 Bonds Reserve Account
shall be used solely and only for, and is hereby pledged for, the purpose of servicing the Series 2010
Bonds under the conditions and restrictions set forth herein.

A.    The Issuer shall on the first day of each month (if the first day is not a business
day, then the first business day of each month) deposit with the Commission the required interest,
principal and reserve account payments and all such payments shall be remitted to the Commission
with appropriate instructions as to the custody, use and application thereof consistent with the
provisions of this Bond Legislation. All remittances made by the Issuer to the Commission shall
clearly identify the fund or account into which each amount is to be deposited.

B.    The Issuer shall complete the "Monthly Payment Form," a form of which is
attached to the Loan Agreement, and submit a copy of said form, together with a copy of its payment
check to the Authority by the 5t~ day of such calendar month.
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C.    Whenever all of the required and provided transfers and payments from the
Revenue Fund into the several special funds, as hereinabove 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 longer period as required by law, such
excess shall be considered Surplus Revenues. Surplus Revenues may be used for any lawful purpose
of the System.

D.    The Issuer shall remit from the Revenue Fund to the 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 their respective charges and fees then due.
In the case of payments to the Commission under this paragraph, the Issuer shall, if required by the
Authority at any time, make the necessary arrangements whereby such required payments shall be
automatically debited from the Revenue Fund and electronically transferred to the Commission on
the dates required.

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

F.    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 5.03, and the Net Revenues shall be applied to such
deficiencies before being applied to any other payments hereunder.

System.
Go The Gross Revenues of the System shall only be used for purposes of the
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ARTICLE VI

APPLICATION OF BOND PROCEEDS

Section 6.01.    Application of Bond Proceeds. There is hereby created and
established with the Depository Bank, to be held by the Depository Bank separate and apart from all
other funds or accounts of the Depository Bank and from all other funds or accounts of the Issuer, the
Series 2010 Bonds Construction Trust Fund. The moneys derived from the sale of the Series 2010
Bonds shall be deposited with the Depository Bank in the Series 2010 Bonds Construction Trust
Fund and applied solely to the payment of the costs of Project and the costs of issuance and related
costs, and until so expended, are hereby pledged as additional security for the Series 2010 Bonds.

After completion of the Project, as certified by the Consulting Engineers, and all costs
have been paid, any remaining proceeds of the Series 2010 Bonds shall be used to fund the Series
2010 Bonds Reserve Account, if not funded upon issuance of the Series 2010 Bonds, in an amount
not to exceed the Series 2010 Bonds Reserve Requirement; provided that, in no event shall more
than 10% of the proceeds of the Series 2010 Bonds be deposited in the Series 2010 Bonds Reserve
Account. Any remaining proceeds thereafter shall be used as directed by the DEP.

Section 6.02.    Disbursements From the Project Fund. On or before the Closing
Date, the Issuer shall have delivered to the Authority and the DEP a report listing the specific
purposes for which the proceeds of the Series 2010 Bonds will be expended and the disbursement
procedures for such proceeds, including an estimated monthly draw schedule. Payments of all Costs
of the Project shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Project Fund shall
be made only after submission to, and approval from, the Authority and the DEP of the following:

(1)    a completed and signed "Payment Requisition Form," a form of which is
attached to the Bond Purchase Agreement as Exhibit C, and

(2) a certificate, signed by an Authorized Officer and the Consulting Engineers,
stating that:

(A) None of the items for which the payment is proposed to be made has formed
the basis for any disbursement theretofore made;

(B) Each item for which the payment is proposed to be made is or was necessary
in connection with the Project and constitutes a Cost of the Project;

(C) Each of such costs has been otherwise properly incurred; and

(D) Payment for each of the items proposed is then due and owing.
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Pending such application, moneys in the Project Fund shall be invested and reinvested
in Qualified Investments at the written direction of the Issuer.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01.    General Covenants of the Issuer. All the covenants, agreements and
provisions of this Bond Legislation shall be and constitute valid and legally binding covenants of the
Issuer and shall be enforceable in any court of competent jurisdiction by any Holder or Holders of the
Series 2010 Bonds. In addition to the other covenants, agreements and provisions of this Bond
Legislation, the Issuer hereby covenants and agrees with the Holders of the Series 2010 Bonds as
hereinafter provided in this Article VII. All such covenants, agreements and provisions shall be
irrevocable, except as provided herein, as long as any of the Series 2010 Bonds, or the interest, if
any, thereon, is Outstanding and unpaid.

Section 7.02.    Series 2010 Bonds not to be Indebtedness of the Issuer. The Series
2010 Bonds shall not be nor 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
funds pledged for such payment by this Bond Legislation. No Holder or Holders of the Series 2010
Bonds shall ever have the right to compel the exercise of the taxing power of the Issuer, if any, to pay
the Series 2010 Bonds or the interest thereon.

Section 7.03.    Series 2010 Bonds Secured by Pledge of Net Revenues. The
payment of the debt service of the Series 2010 Bonds and the Prior Bonds shall be secured forthwith
equally and ratably with each other by a first lien on the Net Revenues derived from the operation of
the System. The Net Revenues in an amount sufficient to pay the principal of and interest on the
Series 2010 Bonds and the Prior Bonds and to make the payments into all funds and accounts and all
other payments provided for in the Bond Legislation are hereby irrevocably pledged, in the manner
provided herein, to such payments as they become due, and for the other purposes provided in the
Bond Legislation.

Section 7.04.    Initial 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 and the Issuer shall provide an opinion of local counsel to such effect.
Such rates and charges shall be sufficient to comply with the requirements of the Loan Agreement
and the Issuer shall provide a certificate of a Certified Public Accountant to such effect. The initial
schedule of rates and charges for the services and facilities of the System shall be as set forth in and
approved by the PSC Order and such rates are hereby adopted.

So long as the Series 2010 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
and in compliance with the Loan Agreement. In the event the schedule of rates, fees and charges
initially established for the System in connection with the Series 2010 Bonds shall provide to be
insufficient to produce the required sums set forth in this Bond Legislation and the Loan Agreement,

33

3228818.1



the Issuer hereby covenants and agrees that it will, to the extent or in the manner authorized by law,
immediately adjust and increase such schedule of rates, fees and charges and take all such actions
necessary to provide funds sufficient to produce the required sums set forth in this Bond Legislation
and the Loan Agreement.

Section 7.05.    Sale of the System. So long as the Series 2010 Bonds are
outstanding and except as otherwise required by law or with the written consent of the Council and
the Authority, 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
fully pay all the Bonds Outstanding in accordance with Article X hereof. The proceeds from any such
sale, mortgage, lease or other disposition of the System shall be remitted to the respective Sinking
Funds and applied to the payment of principal of and interest, if any, on the Series 2010 Bonds and
the Prior Bonds. Any balance remaining after the payment of the Series 2010 Bonds and the Prior
Bonds and interest, if any, thereon shall be remitted to the Issuer unless necessary for the payment of
other obligations of the Issuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby reserves
the right to sell, lease or otherwise dispose of any of the property comprising a part of the System
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 $10,000, the Issuer
shall, by resolution, duly adopted, determine that such property comprising a part of the System is no
longer necessary, useful or profitable in the operation thereof and may then provide for the sale of
such property. The proceeds of any such sale shall be deposited in the Renewal and Replacement
Fund. If the amount to be received from such sale, lease or other disposition of said property,
together with all other amounts received during the same Fiscal Year for such sales, leases or other
dispositions of such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer
shall first, in writing, determine upon consultation with the Managing Engineer 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 in accordance with the laws of the State. The proceeds of any such sale
shall be deposited in the Renewal and Replacement Fund. The 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 $50,000 and insufficient to pay all Bonds then Outstanding without
the prior approval and consent in writing of the Holders of the Bonds then Outstanding. The Issuer
shall prepare the form of such approval and consent for execution by the then Holders of the Bonds
for the disposition of the proceeds of the sale, lease or other disposition of such properties of the
System.
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Section 7.06.    Issuance of Other Obligations Payable Out of Revenues and General
Covenant Against Encumbrances. Except as provided in this Section 7.06 and Section 7.07 hereof
and in the Prior Resolutions, 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 Series 2010 Bonds. All obligations issued by the Issuer
after the issuance of the Series 2010 Bonds and payable from the revenues of the System, except
such additional parity Bonds, shall contain an express statement that such obligations are junior and
subordinate, as to lien on, pledge and source of and security for payment from such revenues and in
all other respects, to the Series 2010 Bonds; provided, that no such subordinate obligations shall be
issued unless all payments required to be made into all funds and accounts set forth herein have been
made and are current at the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be created,
any debt, lien, pledge, assignment, encumbrance or any other charge having priority over or being on
a parity with the lien of the Series 2010 Bonds, and the interest thereon, if any, upon any of the
income and revenues of the System pledged for payment of the Series 2010 Bonds and the interest
thereon, if any, in this Bond Legislation, or upon the System or any part thereof.

The Issuer shall give the Authority and the Council 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 7.07.    Pari _ty Bonds. No Parity Bonds, payable out of the revenues of the
System, shall be issued after the issuance of the Series 2010 Bonds pursuant to this Bond Legislation,
except with the prior written consent of the Authority and the Council under the conditions and in the
manner herein provided.

All Parity Bonds issued hereunder shall be on a parity in all respects with the Series
2010 Bonds.

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

No such Parity Bonds shall be issued at any time, unless there has been procured and
filed with the Secretary a written statement by 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 3 succeeding years after the completion of the
improvements to be financed by such Parity Bonds, if any, shall not be less than 115% of the largest
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aggregate amount that will mature and become due in any succeeding Fiscal Year for principal of
and interest, if any, on the following:

(1)    The Series 2010 Bonds and Prior 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 3
succeeding years," as that term is used in the computation provided in the above paragraph, shall
refer only to the increased Net Revenues estimated to be derived from (a) the improvements to be
financed by such Parity Bonds and (b) any increase in rates adopted by the Issuer and approved by
the PSC, the period for appeal of which has expired prior to the date of issuance 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 referred to may be adjusted by adding to such Net Revenues such additional Net
Revenues which would have been received, in the opinion of the Independent Certified Public
Accountants, on account of increased rates, rentals, fees and charges for the System adopted by the
Issuer, the period for appeal of which has expired prior to issuance of such Parity Bonds.

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

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on revenues of the System is subject to the prior
and superior liens of the Series 2010 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, equally, as to lien
on and source of and security for payment from such revenues, with the Series 2010 Bonds.
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No Parity Bonds shall be issued at any time, however, unless all the payments into the
respective funds and accounts provided for in this Bond Legislation with respect to the Bonds then
Outstanding, and any other payments provided for in this Bond Legislation, 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 Bond Legislation.

Section 7.08.    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 Authority and the DEP, or their agents and
representatives, to inspect all books, documents, papers and records relating to the Projects and the
System at all reasonable times for the purpose of audit and examination. The Issuer shall submit to
the Authority and the DEP such documents and information as they may reasonably require in
connection with 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 Authority and the DEP, or their 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 Bond or Bonds 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 currently 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, 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 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 DEP and the Authority, or any other original purchaser
of the Series 2010 Bonds, and shall mail in each year to any Holder or Holders of the Series 2010
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.
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(B) A balance sheet statement showing all deposits in all the funds and
accounts provided for in this Bond Legislation, and the status of all said funds and accounts.

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

The Issuer shall also, at least once a year, cause the books, records and accounts of the
System to be completely audited by Independent Certified Public Accountants (and to the extent
legally required in compliance with the applicable OMB Circular, or any successor thereto and the
Single Audit Act, or any successor thereto) 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 the Series 2010 Bonds, and shall submit said report to the DEP and the
Authority, or any other original purchaser of the Series 2010 Bonds. Such audit report submitted to
the Authority and the DEP shall include a statement that the Issuer is in compliance with the terms
and provisions of the Act, the Loan Agreement and this Bond Legislation and that the revenues of
the System are adequate to meet the Issuer’s Operating Expenses and debt service and reserve
requirements.

Subject to the terms, conditions and provisions of the Loan Agreement and 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.

Section 7.09.    Rates. Prior to the issuance of Series 2010 Bonds, equitable rates or
charges for the use of and service rendered by the System shall be 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 the System
sufficient to pay Operating Expenses and to make the prescribed payments into the funds created
hereunder. Such schedule of rates and charges shall be changed and readjusted whenever necessary
so that the aggregate of the rates and charges will be sufficient for such purposes. In order to assure
full and continuous performance of this covenant, with a margin for contingencies and temporary
unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees that the
schedule of rates or charges from time to time in effect shall be sufficient, together with other
revenues of the System (i) to provide for all Operating Expenses of the System and (ii) to leave a
balance each year equal to at least 115% of the maximum amount required in any year for payment
of principal of and interest, if any, on the Series 2010 Bonds and all other obligations secured by a
lien on or payable from such revenues on a parity with the Series 2010 Bonds, including the Prior
Bonds; provided that, in the event that amounts equal to or in excess of the reserve requirements are
on deposit respectively in the Series 2010 Bonds Reserve Account and the reserve accounts for
obligations on a parity with the Series 2010 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, if any, on the Series 2010
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Bonds and all other obligations secured by a lien on or payable from such revenues on a parity with
the Series 2010 Bonds, including the Prior Bonds. In any event, the Issuer shall not reduce the rates
or charges for services described in Section 7.04.

Section 7.10.    Operating Budget and Monthly Financial Report. The Issuer shall
annually, at least 30 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 Authority and the DEP within 30 days of adoption thereof. 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 managing engineer,
which finding and recommendation shall state in detail the purpose of and necessity for such
increased expenditures for the operation and maintenance of the System, and no such increased
expenditures shall be made until the Issuer shall have approved such finding and recommendation by
a resolution duly adopted. No increased expenditures in excess of 10% of the amount of such budget
shall be made except upon the further certificate of the managing engineer that such increased
expenditures are necessary for the continued operation of the System. The Issuer shall mail copies of
such annual budget and all resolutions authorizing increased expenditures for operation and
maintenance to the Authority and the DEP and to any Holder of any Bonds, within 30 days of
adoption thereof, and shall make available such budgets and all resolutions authorizing increased
expenditures for operation and maintenance of the System at all reasonable times to the DEP, the
Authority, and to any Holder of any Bonds, or anyone acting for and in behalf of such Holder of any
Bonds.

Commencing on the date contracts are executed for the acquisition and construction
of the Project and for two years following the completion of the Project, the Issuer shall each month
complete a "Monthly Financial Report," a form of which is attached to the respective Loan
Agreements, and forward a copy of such report to the DEP, the Authority and the Council by the 10t~

day of each month.

Section 7.11.    Engineering Services and Operating Personnel. The Issuer will
obtain a certificate of Consulting Engineers in the form attached to the Loan Agreement, stating,
among other things, that the Project will be constructed as described in the application submitted to
the Authority, the Council, the Project is adequate for the purposes for which it was designed, the
funding plan as submitted to the DEP, the Authority and the Council is sufficient to pay the costs of
acquisition and construction of the Project, and all permits required by federal and state laws for
construction of the Project have been obtained.

The Issuer shall provide and maintain competent and adequate engineering services
satisfactory to the DEP, the Authority and the Council covering the supervision and inspection of the
development and installation of the Project, and bearing the responsibility of assuring that
construction conforms to the plans, specifications and designs prepared by the Consulting Engineers,
which have been approved by all necessary governmental bodies. Such engineer shall certify to the
DEP, the Authority, the Council and the Issuer at the completion of installation that installation of
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the Project is in accordance with the approved plans, specifications and designs, or amendments
thereto, approved by all necessary governmental bodies.

The Issuer shall require the Consulting Engineers to submit Recipient Record
Drawings, as defined in the SRF Regulations, to within 60 days of the completion of the Project.
The Issuer shall notify the DEP in writing of such receipt. The Issuer shall submit a "Performance
Certificate," to the DEP in such form as may be provided by the DEP within 60 days of the end of
the first year after the Project is completed.

The Issuer shall require the Consulting Engineers to submit the final Operation and
Maintenance Manual, as defined in the Site Regulations, to the DEP when the Project is 90%
completed. The Issuer shall at all times provide operation and maintenance of the System in
compliance with all State and federal standards.

The Issuer shall employ qualified operating personnel properly certified by the State
before the Project is 50% complete and shall retain such a certified operator to operate the System
during the entire term of the Loan Agreement. The Issuer shall notify the DEP in writing of the
certified operator employed at the 50% completion stage.

The Issuer shall serve the additional customers at the locations set forth in the
Certificate of Engineer. The Issuer shall not reduce the amount of additional customers served by the
Project without the prior written approval of the Board of the Authority. Following completion of
the Project, the Issuer shall certify to the Authority the number of customer added to the System.

Section 7.12.    No Competing Franchise. To the extent legally allowable, the Issuer
will not grant or cause, consent to or allow the granting of, any franchise or permit to any person,
firm, corporation, body, agency or instrumentality whatsoever for the providing of any services
which would compete with services provided by the System.

Section 7.13.    Enforcement of Collections. The Issuer will diligently enforce and
collect all fees, rates, rentals or other charges for the services and facilities of the System and take all
steps, actions and proceedings for the enforcement and collection of such fees, rates, rentals or other
charges that shall become delinquent to the full extent permitted or authorized by the Act, the rules
and regulations of the PSC and other laws of the State of West Virginia.

Whenever any fees, rates, rentals or charges for the services or facilities of the System
shall remain unpaid for a period of 30 days after the same shall become due and payable, the property
and the owner thereof, as well as 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 PSC, 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 any rules and regulations promulgated by the PSC,
discontinue and shut offthe 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
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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 PSC
and all rules, regulations and orders of the PSC.

Section 7.14.    No Free Services. Except as required by law, 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 7.15.    Insurance Construction Bonds. A. The Issuer hereby covenants and
agrees that so long as the Series 2010 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 provided
herein for the 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 Authority, the prime contractor and all subcontractors as their
respective interests may appear, in accordance with the Loan Agreement, 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 Authority, 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 or for the System.
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(3)    WORKER’ S 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, 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 Chapter 38, Article 2, Section 39
of the Code of West Virginia, 1931, as amended.

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

B.    The Issuer shall require all contractors 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 all contractors engaged in the construction of the Project
to carry such worker’s 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 Authority, and
the DEP. In the event the Loan Agreement so requires, such insurance shall be made payable to the
order of the Authority, the Issuer, the prime contractor and all subcontractors, as their interests may
appear. The Issuer shall verify such insurance prior to commencement of construction.

Section 7.16.    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 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
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PSC, 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 7.17.    Completion and Operation of Project; Permits and Orders. The
Issuer shall 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 operation
of the System, all orders and approvals from the Public Service Commission of West Virginia and
the West Virginia Infrastructure and Jobs Development Council necessary for the design of the
Project and the operation of the System and all approvals for issuance of the Series 2010 Bonds
required by state law, with all requisite appeal periods having expired without successful appeal and
shall provide an opinion of counsel to the Issuer to such effect.

Section 7.18.    [Reserved]

Section 7.19.    Statuto _ry Mortgage Lien. For the further protection of the Holders
of the Series 2010 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, and
shall take effect immediately upon delivery of the Series 2010 Bonds.

Section 7.20.    Compliance with Loan Agreement and Law. The Issuer shall
perform, satisfy and comply with all terms and conditions of the Loan Agreement and the Act.
Notwithstanding anything herein to the contrary, the Issuer shall provide the DEP with copies of all
documents submitted to the Authority.

The Issuer also agrees to comply with all applicable laws, rules and regulations issued
by the Authority, the DEP or other state, federal or local bodies in regard to the Project and the
operation, maintenance and use of the System.

The Issuer shall perform an annual maintenance audit which maintenance audit shall
be submitted to the Authority and the Public Service Commission of West Virginia.
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Section 7.21.    Public Releases. The Issuer shall list the funding provided by the
DEP and the Authority in any press release, publication, program bulletin, sign or other public
communication that references the Project, including but not limited to any program document
distributed in conjunction with any ground breaking or dedication of the Project.

Section 7.22.    Securities Laws Compliance. The Issuer will provide the Authority,
in a timely manner, with any and all information that may be requested of it (including its annual
audit report, financial statements, related information and notices of changes in usage and customer
base) so that the Authority may comply with the provisions of SEC Rule 15c2-12 (17 CFR Part 240).
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ARTICLE VIII

INVESTMENTS

Section 8.01.    Investments. Any moneys held as a part of the funds and accounts
created by this Bond Legislation, other than the Revenue Fund, shall be invested and reinvested by
the Commission, the Depository Bank or such other bank or national banking association holding
such fund or account, as the case may be, at the written direction of the Issuer in any Qualified
Investments to the fullest extent possible under applicable laws, this Bond Legislation, the need for
such moneys for the purposes set forth herein and the specific restrictions and provisions set forth in
this Section 8.01.

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 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 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 as
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 any of the Series 2010 Bonds are Outstanding and the Issuer shall
furnish to the Authority such information at the request of the Authority.
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ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01.    Events of Default. Each of the following events shall constitute an
"Event of Default" with respect to the Series 2010 Bonds:

(1) If default occurs in the due and punctual payment of the principal of or
interest, if any, on the Series 2010 Bonds; or

(2)    If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Series 2010 Bonds set forth in this Bond
Legislation, any supplemental resolution or in the Series 2010 Bonds, 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 Commission, the Depository Bank, Registrar or any other Paying Agent or a Holder of a
Bond; or

(3) 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.

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

Section 9.02.    Remedies. Upon the happening and continuance of any Event of
Default, any Registered Owner of a Bond 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 such Registered Owners including the right to require the Issuer to perform its duties
under the Act and the Bond Legislation relating thereto, 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
Bonds, (iv) by action at law or bill in equity require the Issuer to account as if it were the trustee of
an express trust for the Registered Owners of the Bonds, and (v) by action at law or bill in equity
enjoin any acts in violation of the Bond Legislation with respect to the Bonds, or the rights of such
Registered Owners; provided that, all rights and remedies of the Registered Owners of the Series
2010 Bonds and the Prior Bonds shall be on a parity with each other.

Section 9.03.    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 Bond
Legislation 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 such Bonds, any Registered Owner of a Bonds shall, in
addition to all other remedies or rights, have the right by appropriate legal proceedings to obtain the
appointment of a receiver to administer the System 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
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sufficient to provide for the payment of Operating Expenses of the System, the payment of the Bonds
and interest and the deposits into the funds and accounts hereby established and to apply such rates,
rentals, fees, charges or other revenues in conformity with the provisions of this Bond Legislation
and the Act.

The receiver so appointed shall forthwith, directly or by his or her agents and
attorneys, enter into and upon and take possession of all facilities of said System and shall hold,
operate and mainta!n, manage and control the System, 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 the System as the
Issuer itself might exercise.

Whenever all that is due upon the Bonds and interest thereon and under any covenants
of this Bond Legislation for reserve, sinking or other funds and upon any other obligations and
interest thereon having a charge, lien or encumbrance upon the revenues of the System shall have
been paid and made good, and all defaults under the provisions of this Bond Legislation 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
any 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 in the discretion of such court. Nothing herein contained shall
limit or restrict the jurisdiction of such court to enter such other and further orders and decrees as
such court may deem necessary or appropriate for the exercise by the receiver of any function not
specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System in the
name of the Issuer and for the joint protection and benefit of the Issuer and Registered Owners of the
Bonds. Such receiver shall have no power to sell, assign, mortgage or otherwise dispose &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 Bond Legislation, and the title to and ownership of said System shall remain in the
Issuer, and no court shall have any jurisdiction to enter any order or decree permitting or requiring
such receiver to sell, assign, mortgage or otherwise dispose of any assets of the System.
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ARTICLE X

PAYMENT OF BONDS

Section 10.01. Pa_~nent of Series 2010 Bonds. If the Issuer shall pay or there shall
otherwise be paid to the Holders of the Series 2010 Bonds, the principal of and interest, if any, due or
to become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then the pledge of Net Revenues and other moneys and securities pledged under this
Bond Legislation and all covenants, agreements and other obligations of the Issuer to the Registered
Owners of the Series 2010 Bonds shall thereupon cease, terminate and become void and be
discharged and satisfied.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Resolution. Prior to issuance of the
Series 2010 Bonds, this Resolution may be amended or supplemented in any way by the
Supplemental Resolution. Following issuance of the Series 2010 Bonds, no material modification or
amendment of this Resolution, or of any resolution amendatory or supplemental hereto, that would
materially and adversely affect the respective rights of Registered Owners of the Series 2010 Bonds
shall be made without the consent in writing of the Registered Owners of the Series 2010 Bonds so
affected and then Outstanding; provided, that no change shall be made in the maturity of any Bond or
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, if any, out of the funds herein
pledged therefor without the consent of the Registered Owner thereof. No amendment or
modification shall be made that would reduce the percentage of the principal amount of Bonds,
required for consent to the above-permitted amendments or modifications. Notwithstanding the
foregoing, this Bond Legislation may be amended without the consent of any Bondholder 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, if any, on the Series 2010 Bonds
from the gross income of the holders thereof.

Section 11.02. Bond Legislation Constitutes Contract. The provisions of the Bond
Legislation shall constitute a contract between the Issuer and the Registered Owners of the Series
2010 Bonds, and no change, variation or alteration of any kind of the provisions of the Bond
Legislation shall be made in any manner, except as in this Bond Legislation provided.

Section 11.03. 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, the Supplemental Resolution, or the Series 2010 Bonds.

Section 11.04. 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 11.05. Conflicting Provisions Repealed. All orders or resolutions, or parts
thereof, in conflict with the provisions of this Resolution are, to the extent of such conflict, hereby
repealed.

Section 11.06. 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 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 of West Virginia applicable thereto; and that the
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Chairperson, 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 11.07. Effective Date. This Resolution shall take effect immediately upon
adoption.
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Adopted this 20th day of October, 2010.

Member
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CERTIFICATION

Certified as a tree copy of a Resolution adopted by the Public Service Board of
SHADY SPRINGS PUBLIC SERVICE DISTRICT on the 20th day of October, 2010.

Dated: October 25, 2010.

Secretary
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SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS,

SERIES 2010 (CLEAN WATER STATE REVOLVING FUND)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE
PRINCIPAL AMOUNT, DATE, MATURITY DATE, INTEREST
RATE, PAYMENT SCHEDULE, SALE PRICE AND OTHER
TERMS OF THE SHADY SPRINGS PUBLIC SERVICE
DISTRICT SEWER REVENUE BONDS, SERIES 2010 (CLEAN
WATER STATE REVOLVING FUND); AUTHORIZING AND
APPROVING THE SALE AND DELIVERY OF THE SERIES
2010 BONDS     TO THE WEST VIRGINIA     WATER
DEVELOPMENT AUTHORITY; APPROVING        AND
RATIFYING THE BOND PURCHASEAGREEMENT WITH
RESPECT TO THESERIES 2010 BONDS; DESIGNATING A
REGISTRAR, PAYING AGENT AND DEPOSITORY BANK;
AND MAKING OTHER PROVISIONS AS TO THE BONDS.

WHEREAS, the Public Service Board (the "Governing Body") of Shady Springs
Public Service District (the "Issuer") has duly and officially adopted a Bond Resolution on
October 20, 2010 (the "Resolution"), entitled:

RESOLUTION AUTHORIZING       THE       ACQUISITION,
CONSTRUCTIONAND IMPROVEMENT OF PUBLIC SEWER
FACILITIES OF    SHADY    SPRINGS PUBLIC SERVICE
DISTRICT AND THE FINANCING OF THE COST THEREOF,
NOT OTHERWISE PROVIDED, THROUGH THE ISSUANCE
BY THE DISTRICT OF NOT MORE THAN $2,422,826 IN
AGGREGATE PRINCIPAL AMOUNT OF SEWER REVENUE
BONDS, SERIES 2010 (CLEAN WATER STATE REVOLVING
FUND); 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     A     BOND     PURCHASE
AGREEMENT RELATING TO SUCH BONDS; AUTHORIZING
THE SALE AND PROVIDING FOR THE TERMS AND
PROVISIONS OF SUCH BONDS AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

WHEREAS, the capitalized terms used herein and not otherwise defined herein
shall have the same meaning set forth in the Resolution when used herein.

WHEREAS, the Resolution provides for the issuance of the Sewer Revenue
Bonds, Series 2010 (Clean Water State Revolving Fund) of the Issuer, in the aggregate principal
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amount of not more than $2,422,826 (the "Series 2010 Bonds"), and has authorized the
execution and delivery of a bond purchase agreement relating to the Series 2010 Bonds,
including all schedules and exhibits attached thereto, by and among the Issuer and the Authority
and West Virginia Department of Environmental Protection (the "DEP") (the "Bond Purchase
Agreement"), all in accordance with Chapter 16, Article 13A and Chapter 22C, Article 2 of the
Code of West Virginia, 1931, as amended (collectively, the "Act"); and in the Resolution it is
provided that the exact principal amount, date, maturity date, interest rate, payment schedule,
sale price and other terms of the Series 2010 Bonds should be established by a supplemental
resolution, and that other matters relating to the Series 2010 Bonds be therein provided for:

meeting;
WHEREAS, the Bond Purchase Agreement has been presented to the Issuer at the

WHEREAS, the Series 2010 Bonds are proposed to be purchased by the
Authority pursuant to the Bond Purchase Agreement;

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution") be adopted, that the Bond Purchase
Agreement be approved and ratified, that the exact principal amount, date, maturity date, interest
rate, payment schedule, sale price and other terms of the Series 2010 Bonds be fixed hereby in
the manner stated herein, and that other matters relating to the Series 2010 Bonds be herein
provided for.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
SHADY SPRINGS PUBLIC SERVICE DISTRICT:

Section 1.    Pursuant to the Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the following
bonds of the Issuer:

Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund), of the
Issuer originally represented by a single bond, numbered R-I, in the original principal amount of
$2,422,826. The Series 2010 Bonds shall be dated the date of delivery, shall finally mature on
March 1, 2042, and shall bear interest at the rate of 0% per annum. The principal of and interest
on the Series 2010 Bonds shall be payable quarterly on March 1, June 1, September 1 and
December 1 of each year, commencing June 1, 2012, in the amounts set forth in the Schedule Y
attached to the Bond Purchase Agreement and incorporated in and made a part of the Series 2010
Bonds. The Series 2010 Bonds shall be subject to redemption upon the written consent of the
Authority and the DEP, and upon payment of the redemption premium, if any, and otherwise in
compliance with the Bond Purchase Agreement, so long as the Authority shall be the Registered
Owner of the Series 2010 Bonds. The Issuer does hereby approve and shall pay the SRF
Administrative Fee equal to 1/2% of the principal amount of the Series 2010 Bonds set forth in
the "Schedule Y" to be attached to the Bond Purchase Agreement.

Section 2.    All other provisions relating to the Series 2010 Bonds and the text
of the Series 2010 Bonds shall be in substantially the form provided in the Resolution.
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Section 3.    The Issuer hereby authorizes, ratifies, approves and accepts the
Bond Purchase Agreement, including all schedule and exhibits attached thereto, a copy of which
is incorporated herein by reference, and the execution and delivery of the Bond Purchase
Agreement by the Chairperson and the performance of the obligations contained therein, on
behalf of the Issuer, are hereby authorized, approved and directed. The Issuer hereby affirms all
covenants and representations made in the Bond Purchase Agreement and in the applications to
the DEP and the Authority. The price of the Bonds shall be 100% of par value, there being no
interest accrued thereon. The price of the Series 2010 Bonds shall be 100% of par value, there
being no interest accrued thereon. The proceeds of the Series 2010 Bonds shall be advanced
from time to time as requisitioned by the Issuer, and at closing, there shall be requisitioned and
advanced a portion of the proceeds of the Series 2010 Bonds in the amount of $292,528.00,
being more than a de minimis amount with respect to the Series 2010 Bonds.

Section 4.    The Issuer hereby appoints and designates City National Bank of
West Virginia, Beckley/Charleston, West Virginia, to serve as Registrar (the "Registrar") for the
Series 2010 Bonds under the Resolution and approves and accepts the Registrar’s Agreement to
be dated the date of delivery of the Series 2010 Bonds, by and between the Issuer and the
Registrar, and the execution and delivery of the Registrar’s Agreement by the Chairperson, and
the performance of the obligations contained therein, on behalf of the Issuer, are hereby
authorized, directed and approved.

Section 5.    The Issuer hereby appoints and designates the West Virginia
Municipal Bond Commission, Charleston, West Virginia (the "Commission"), to serve as the
Paying Agent for the Series 2010 Bonds under the Resolution.

Section 6.    The Issuer hereby appoints and designates City National Bank of
West Virginia, Beckley/Charleston, West Virginia, to serve as the Depository Bank.

Section 7.    Series 2010 Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2010 Bonds Sinking Fund as capitalized interest.

Section8.    Series 2010 Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2010 Bonds Reserve Account.

Section 9.    The remaining proceeds of the Series 2010 Bonds, as advanced
from time to time, shall be deposited in the Series 2010 Bonds Construction Trust Fund, as
received by the Issuer for payment of costs of the Project, including costs of issuance of the
Series 2010 Bonds and related costs.

Section 10. The Chairperson and Secretary are hereby authorized and directed
to execute and deliver such other documents and certificates required or desirable in connection
with the Series 2010 Bonds hereby and by the Resolution approved and provided for, to the end
that the Series 2010 Bonds may be delivered to the Authority pursuant to the Bond Purchase
Agreement on or about October 25, 2010, or as soon thereafter as practicable.

Section 11. The Project and the financing thereof in part with proceeds of the
Bonds are in the public interest, serve as a public purpose of the Issuer and will promote the
health, welfare and safety of the resident of the Issuer.
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Section 121 The Issuer hereby determines to invest all moneys in the funds and
accounts established by the Resolution held by the Depository Bank until expended, in money
market accounts secured by a pledge of Government Obligations, and therefore, the Issuer
hereby directs the Depository Bank to invest all moneys in such money market accounts until
further directed in writing by the Issuer. Moneys in the Sinking Funds and the Reserve Accounts
shall be invested by the Commission in the West Virginia Consolidated Fund.

Section 13. The Issuer hereby ratifies, approves and accepts all contracts
relating to the financing, design, acquisition, construction and equipping of the Project.

Section 14.
payment of the same.

The Issuer hereby approves the costs of issuance and authorizes the

Section 15. The Issuer hereby approves payment of all invoices and bills for
the Project which have been received to date from the proceeds of the Series 2010 Bonds.

Section 16. This
following the adoption hereof.

Supplemental Resolution shall be effective immediately

Adopted this 20th day of October, 2010.

Chal~erson

Member
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CERTIFICATION

Certified as a true copy of a Supplemental Resolution duly adopted by the Public
Service Board of Shady Springs public Service District on the 20th day of October, 2010.

Dated this 25th day of October, 2010.

[SEAL]

Secretary
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SRF-BPA- 1
(11/01/04)

BOND PURCHASE AGREEMENT

THIS WATER POLLUTION CONTROL REVOLVING FUND BOND
PURCHASE AGREEMENT (the "Bond Purchase Agreement"), made and entered into in
several counterparts, by and among the WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY, a governmental instrumentality and body corporate of the State of West
Virginia (the "Authority"), the WEST VIRGINIA DEPARTMENT OF ENVIRONMENTAL
PROTECTION (the "DEP"), and the local government designated below (the "Local
Government").

SHADY SPRING PUB LIC SERVICE DISTRICT (2001 S-616/C- 544424)
(Local Government)

WITNESSETH:

WHEREAS, the United States Congress under Title VI of the federal Clean
Water Act, as amended (the "Clean Water Act"), has provided for capitalization grants to be
awarded to states for the express purpose of establishing and maintaining state water
pollution control revolving funds for the planning, design, construction, acquisition and/or
improvement of wastewater treatment facilities;

WHEREAS, pursuant to the provisions of Chapter 22C, Article 2 of the Code
of West Virginia, 1931, as amended (the "Act"), the State of West Virginia (the "State")has
established a state water pollution control revolving fund program (the "Program") to acquire
bonds of particular local governments pursuant to the Clean Water Act;

WHEREAS, under the Act the DEP is designated the instrumentality to enter
into capitalization agreements with the United States Environmental Protection Agency
("EPA") to accept capitalization grant awards (U.S. General Services Administration;
Catalog of Federal Domestic Assistance, 32nd Edition § 66.458 (1998)) and DEP has been
awarded capitalization grants to partially fund the Program;
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WHEREAS, under the Act and under the direction of DEP, the Authority has
established a permanent perpetual fund known as the "West Virginia Water Pollution Control
Revolving Fund" (hereinafter the "Fund");

WHEREAS, pursuant to the Act, the Authority and DEP are empowered to
utilize moneys from the Fund to purchase the bonds of local governments to provide the
financing for the acquisition or construction of wastewater treatment projects by such local
governments, all subject to such provisions and limitations as are contained in the Clean
Water Act and the Act;

by the Act;
WHEREAS, the Local Government constitutes a local government as defined

WHEREAS, the Local Government is included on the DEP State Project
Priority List and the Intended Use Plan and has met DEP’s pre-application requirements for
the Program;

WHEREAS, the Local Government is authorized and empowered by the
statutes of the State to acquire, construct, improve, operate and maintain a wastewater
treatment project and to finance the cost of acquisition and construction of the same by
borrowing money to be evidenced by revenue bonds issued by the Local Government;

WHEREAS, the Local Government intends to construct, is constructing or has
constructed such a wastewater treatment project at the location and as more particularly
described and set forth in the Application, as hereinafter defined (the "Project");

WHEREAS, the Local Government has completed and filed with the Authority
and DEP an Application for Purchase of Bonds with attachments and exhibits and an
Amended Application for Purchase of Bonds also with attachments and exhibits (together, as
further revised and supplemented, the "Application"), which Application is incorporated
herein by this reference;

WHEREAS, having reviewed the Application and the Fund having available
sufficient funds therefor, the Authority and DEP are willing to lend the Local Government
the amount set forth on Schedule X attached hereto and incorporated herein by reference,
through the purchase of revenue bonds of the Local Government with moneys held in the
Fund, subject to the Local Government’s satisfaction of certain legal and other requirements
of the Program; and
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WHEREAS, the Local Government meets the "disadvantaged community"
provisions of the SRF Regulations.

NOW, THEREFORE, in consideration of the premises and the mutual
agreements hereinafter contained, the Local Government, DEP and the Authority hereby
agree as follows:

ARTICLE I

Definitions

1.1 Except where the context clearly indicates otherwise, the terms
"Authority," "cost," "fund, .... local government," and "project" have the definitions and
meanings ascribed to them in the Act or in the SRF Regulations.

1.2 "Consulting Engineers" means the professional engineer, licensed by the
State, designated in the Application and any successor thereto.

1.3 "Local Act" means the official action of the Local Government required
by Section 4.1 hereof, authorizing the Local Bonds.

1.4 "Local Bonds" means the revenue bonds to be issued by the Local
Government pursuant to the provisions of the Local Statute, as hereinafter defined, and to be
purchased by the Authority with money held in the Fund, all in accordance with the
provisions of this Bond Purchase Agreement.

1.5 "Local Statute" means the specific provisions of the Code of West
Virginia, 1931, as amended, pursuant to which the Local Bonds are issued.

1.6 "Operating Expenses" means the reasonable, proper and necessary costs
of operation and maintenance of the System, as hereinafter defined, as should normally and
regularly be included as such under generally accepted accounting principles.

1.7 "Program" means the wastewater treatment facility acquisition,
construction and improvement program coordinated through the capitalization grants
program established under the Clean Water Act and administered by DEP.

1.8 "Project" means the wastewater treatment facility project hereinabove
referred to, to be constructed or being constructed by the Local Government in whole or in
part with the net proceeds of the Local Bonds or being or having been constructed by the
Local Government in whole or in part with the proceeds of bond anticipation notes or other
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interim financing, which is to be paid in whole or in part with the net proceeds of the Local
Bonds.

1.9 "SRF Regulations" means the regulations set forth in Title 47, Series 31
of the West Virginia Code of State Regulations, as amended.

1.10 "System" means the wastewater treatment facility owned by the Local
Government, of which the Project constitutes all or to which the Project constitutes an
improvement, and any improvements thereto hereafter constructed or acquired from any
sources whatsoever.

1.11 Additional terms and phrases are defined in this Bond Purchase
Agreement as they are used.

ARTICLE II

The Project and the System

2.1 The Project shall generally consist of the construction and acquisition of
the facilities described in the Application, to be, being or having been constructed in
accordance with plans, specifications and designs prepared for the Local Government by the
Consulting Engineers, the DEP and Authority having found, to the extent applicable, that the
Project is consistent with the applicable provisions of the Program.

2.2 Subject to the terms, conditions and provisions of this Bond Purchase
Agreement and the Local Act, the Local Government 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 for the Local Government by the Consulting Engineers.

2.3 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 Local Government, subject to any mortgage lien or other
security interest as is provided for in the Local Statute unless a sale or transfer of all or a
portion of said property is approved by DEP and the Authority.

2.4 The Local Government agrees that the Authority and DEP and their
respective duly authorized agents shall have the right at all reasonable times to enter upon the
Project site and Project facilities and to examine and inspect the same. The Local
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Government further agrees that the Authority and DEP and their respective duly authorized
agents shall, prior to, during and after completion of construction and commencement of
operation of the Project, have such rights of access to the System site and System facilities as
may be reasonably necessary to accomplish all of the powers and rights of the Authority and
DEP with respect to the System pursuant to the pertinent provisions of the Act.

2.5 The Local Government shall keep complete and accurate records of the
cost of acquiring the Project site and the costs of constructing, acquiring and installing the
Project. The Local Government shall permit the Authority and DEP, acting by and through
their Directors or duly authorized agents and representatives, to inspect all books, documents,
papers and records relating to the Project and the System at any and all reasonable times for
the purpose of audit and examination, and the Local Government shall submit to the
Authority and DEP such documents and information as it may reasonably require in
connection with the construction, acquisition and installation of the Project, the operation and
maintenance of the System and the administration of the Local Bonds proceeds or of any
State and federal grants or other sources of financing for the Project.

2.6 The Local Government agrees that it will permit the Authority and DEP
and their respective agents to have access to the records of the Local Government pertaining
to the operation and maintenance of the System at any reasonable time 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.

2.7 The Local Government shall require that each construction contractor
furnish a performance bond and a payment bond, each in an amount at least equal to one
hundred percent (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 and shall verify or
have verified such bonds prior to commencement of construction.

2.8 The Local Government shall require that each of its contractors and all
subcontractors maintain, during the life of the construction contract, workers’ compensation
coverage, public liability insurance, property damage insurance and vehicle liability
insurance in amounts and on terms satisfactory to the Authority and DEP and shall verify or
have verified such insurance prior to commencement of construction. Until the Project
facilities are completed and accepted by the Local Government, the Local Government or (at
the option of the Local Government) the contractor shall maintain builder’s risk insurance
(fire and extended coverage) on a one hundred percent (100%) basis (completed value form)
on the insurable portion of the Project, such insurance to be made payable to the order of the
Authority, the Local Government, the prime contractor and all subcontractors, as their
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interests may appear. If facilities of the System which are detrimentally affected by flooding
are or will be located in designated special flood or mudslide-prone areas and if flood
insurance is available at a reasonable cost, a flood insurance policy must be obtained by the
Local Government on or before the Date of Closing, as hereinafter defined, and maintained
so long as any of the Local Bonds are outstanding. Prior to commencing operation of the
Project, the Local Government must also obtain, and maintain so long as any of the Local
Bonds are outstanding, business interruption insurance if available at a reasonable cost.

2.9 The Local Government shall provide and maintain competent and
adequate engineering services satisfactory to the Authority and DEP covering the supervision
and inspection of the development and construction of the Project and bearing the
responsibility of assuring that construction conforms to the plans, specifications and designs
prepared by the Consulting Engineers, which have been approved by all necessary
governmental bodies. Such engineer shall certify to the Authority, DEP and the Local
Government at the completion of construction that construction is in accordance with the
approved plans, specifications and designs, or amendments thereto, approved by all necessary
governmental bodies. The Local Government shall require the Consulting Engineers to
submit Record Drawings, as defined in the SRF Regulations, to it within 60 days of the
completion of the Project. The Local Government shall notify DEP in writing of such
receipt. The Local Government shall submit a Performance Certificate, the form of which is
attached hereto as Exhibit A, and being incorporated herein by reference, to DEP within 60
days of the end of the first year after the Project is completed.

2.10 The Local Government shall require the Consulting Engineers to submit
the final Operation and Maintenance Manual, as defined in the SRF Regulations, to DEP
when the Project is 90% completed. The Local Government shall at all times provide
operation and maintenance of the System in compliance with any and all State and federal
standards. The Local Government shall employ qualified operating personnel properly
certified by the State before the Project is 50% complete and shall retain such a certified
operator(s) to operate the System during the entire term of this Bond Purchase Agreement.
The Local Government shall notify DEP in writing of the certified operator employed at the
50% completion stage.

2.11 The Local Government hereby covenants and agrees to comply with all
applicable laws, rules and regulations issued by the Authority, DEP or other State, federal or
local bodies in regard to the construction of the Project and operation, maintenance and use
of the System.

2.12 The Local Government, commencing on the date contracts are executed
for the acquisition or construction of the Project and for two years following the completion
of acquisition or construction of the Project, shall each month complete a Monthly Financial
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Report, the form of which is attached hereto as Exhibit B and incorporated herein by
reference, and forward a copy by the 10th of each month to the DEP and the Authority.

2.13 The Local Government, during construction of the Project, shall
complete Payment Requisition Forms, the form of which is attached hereto as Exhibit C and
incorporated herein by reference, and forward such forms to DEP in compliance with the
Local Government’s construction schedule.

ARTICLE III

Conditions to Purchase of Local Bonds;
Issuance of Local Bonds

3.1 The agreement of the Authority and DEP to purchase the Local Bonds is
subject to the Local Government’s fulfillment, to the satisfaction of the Authority and DEP,
of each and all of those certain conditions precedent on or before the delivery date for the
Local Bonds, which shall be the date established pursuant to Section 3.4 hereof. Said
conditions precedent are as follows:

(a) The Local Government shall have delivered to the Authority and
DEP a report listing the specific purposes for which the proceeds of the Local Bonds will be
expended and the procedures as to the disbursement of bond proceeds, including an estimated
monthly draw schedule;

the terms and
Agreement;

(b)
conditions

The Local Government shall have performed and satisfied all of
to be performed and satisfied by it in this Bond Purchase

(c) The Local Government shall have authorized the issuance of and
delivery to the Authority of the Local Bonds described in this Article III and in Article IV
hereof;

(d) The Local Government shall either have received bids or entered
into contracts for the construction of the Project, which are in an amount and otherwise
compatible with the plan of financing described in the Application; provided that, if the
proceeds of the Local Bonds will refund an interim construction financing, the Local
Government must either be constructing or have constructed its Project for a cost and as
otherwise compatible with the plan of financing described in the Application; and, in either
case, the Authority and DEP shall have received a certificate of the Consulting Engineers to
such effect, the form of which certificate is attached hereto as Exhibit D;
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(e) The Local Government shall have obtained all permits required
by the laws of the State and the federal government necessary for the construction of the
Project, and the Authority and DEP shall have received a certificate of the Consulting
Engineers to such effect;

(f) The Local Government shall have obtained all requisite orders of
and approvals from the Public Service Commission of West Virginia (the "PSC") and the
West Virginia Infrastructure and Jobs Development Council necessary for the construction of
the Project and operation of the System, with all requisite appeal periods having expired
without successful appeal and the Authority and DEP shall have received an opinion of
counsel to the Local Government, which may be local counsel to the Local Government,
bond counsel or special PSC counsel but must be satisfactory to the Authority and DEP, to
such effect;

(g) The Local Government shall have obtained any and all approvals
for the issuance of the Local Bonds required by State law, and the Authority and DEP shall
have received an opinion of counsel to the Local Government, which may be local counsel to
the Local Government, bond counsel or special PSC counsel but must be satisfactory to the
Authority and DEP, to such effect;

(h) The Local Government shall have obtained any and all approvals
of rates and charges required by State law and shall have taken any other action required to
establish and impose such rates and charges (imposition of such rates and charges is not,
however, required to be effective until completion of construction of the Project), with all
requisite appeal periods having expired without successful appeal, and the Authority and
DEP shall have received an opinion of counsel to the Local Government, which may be local
counsel to the Local Government, bond counsel or special PSC counsel but must be
satisfactory to the Authority and DEP, to such effect;

(i) Such rates and charges for the System shall be sufficient to
comply with the provisions of Subsections 4. l(a) and 4. l(b)(ii) hereof, and the Authority and
DEP shall have received a certificate of the accountant for the Local Government, or such
other person or firm experienced in the finances of local governments and satisfactory to the
Authority and DEP, to such effect; and

(j) The net proceeds of the Local Bonds, together with all moneys on
deposit or to be simultaneously deposited (or, with respect to proceeds of grant anticipation
notes or other indebtedness for which a binding purchase contract has been entered, to be
deposited on a date certain) and irrevocably pledged thereto and the proceeds of grants
irrevocably committed therefor, shall be sufficient to pay the costs of construction and
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acquisition of the Project as set forth in the Application, and the Authority and DEP shall
have received a certificate of the Consulting Engineers, or such other person or firm
experienced in the financing of wastewater treatment projects and satisfactory to the
Authority and DEP, to such effect, such certificate to be in form and substance satisfactory to
the Authority and DEP, and evidence satisfactory to the Authority and DEP of such
irrevocably committed grants.

3.2 Subject to the terms and provisions of this Bond Purchase Agreement,
the rules and regulations promulgated by the Authority and DEP, including the SRF
Regulations, or any other appropriate State agency and any applicable rules, regulations and
procedures promulgated from time to time by the federal government, it is hereby agreed that
the Authority shall purchase the Local Bonds of the Local Government and the Local
Government shall issue and sell the Local Bonds to the Authority, and in furtherance thereof
it is agreed that the Local Government shall sell to the Authority and the Authority shall
purchase the Local Bonds in the principal amount and at the price set forth in Schedule X
hereto. The Local Bonds shall have such further terms and provisions as described in Article
IV hereof.

3.3 The Local Bonds shall be secured and shall be repaid in the manner
hereinafter provided in this Bond Purchase Agreement.

3.4 The Local Bonds shall be delivered to the Authority, at the offices of the
Authority, on a date designated by the Local Government by written notice to the Authority,
which written notice shall be given not less than ten (10) business days prior to the date
designated; provided, however, that if the Authority is unable to accept delivery on the date
designated, the Local Bonds shall be delivered to the Authority on a date as close as possible
to the designated date and mutually agreeable to the Authority, DEP and the Local
Government. The date of delivery so designated or agreed upon is hereinafter referred to as
the "Date of Closing." Notwithstanding the foregoing, the Date of Closing shall in no event
occur more than ninety (90) days after the date of execution of this Bond Purchase
Agreement by the Authority or such later date as is agreed to in writing by DEP.

3.5 The Local Government understands and acknowledges that it is one of
several local governments which have applied to the Authority and DEP for financing of
wastewater treatment projects and that the obligation of the Authority to purchase the Local
Bonds is subject to the Local Government’s fulfilling all of the terms and conditions of this
Bond Purchase Agreement on or prior to the Date of Closing and to the requirements of the
Program. The Local Government specifically recognizes that the Authority will not purchase
the Local Bonds unless and until sufficient funds are available in the Fund to purchase all the
Local Bonds and that, prior to such purchase, the Authority may purchase the bonds of other
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local governments set out in the State Project Priority List, as defined in the SRF
Regulations. The Local Government further specifically recognizes that all bonds will be
purchased in conjunction with the SRF Regulations and with the prior approval of DEP.

3.6 The Local Government shall provide DEP with the appropriate
documentation to comply with the special conditions regarding the public release and audit
requirements, established by federal and State regulations as set forth in Exhibit E attached
hereto at such times as are set forth therein.

ARTICLE IV

Local Bonds; Security for Local Bonds;
Repayment of Local Bonds; Interest on Local Bonds;

Fees and Charges

4.1 The Local Government shall, as one of the conditions of the Authority
and DEP to purchase the Local Bonds, authorize the issuance of and issue the Local Bonds
pursuant to an official action of the Local Government in accordance with the Local Statute,
which shall, as adopted or enacted, contain provisions and covenants in substantially the form
as follows:

(a)
purposes of the System.
listed below:

That the gross revenues of the System shall always be used for
Such gross revenues will be used monthly, in the order of priority

(i) to pay Operating Expenses of the System;

(ii)     to the extent not otherwise limited by any outstanding loan
resolution, indenture or other act or document and beginning on the date set forth in Schedule
X, to provide debt service on the Local Bonds by depositing in a sinking fund one-third (1/3)
of the interest payment next coming due on the Local Bonds and one-third (1/3) of the
principal payment next coming due on the Local Bonds and, beginning three (3) months prior
to the first date of payment of principal of the Local Bonds, if the reserve account for the
Local Bonds (the "Reserve Account") was not funded from proceeds of the Local Bonds or
otherwise concurrently with the issuance thereof in an amount equal to the maximum amount
of principal and interest which will come due on the Local Bonds in the then current or any
succeeding year (the "Reserve Requirement"), by depositing in the Reserve Account an
amount not less than one-twelfth (1/12) of one-tenth (1/10) of the Reserve Requirement or, if
the Reserve Account has been so funded (whether by Local Bond proceeds, monthly deposits
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or otherwise), any amount necessary to maintain the Reserve Account at the Reserve
Requirement;

(iii)     to create a renewal and replacement, or similar, fund in an
amount equal to two and one-half percent (2-1/2%) of the gross revenues from the System,
exclusive of any payments into the Reserve Account, for the purpose of improving or making
emergency repairs or replacements to the System or eliminating any deficiencies in the
Reserve Account; and

(iv)     for other legal purposes of the System, including payment
of debt service on other obligations junior, subordinate and inferior to the Local Bonds.

Provided, that if the Local Government has existing outstanding indebtedness
which has greater coverage or renewal and replacement fund requirements, then the greater
requirements will prevail until said existing indebtedness is paid in full.

(b) Covenants substantially as follows:

(i) That the Local Bonds shall be secured by a pledge of
either the net or gross revenues of the System as provided in the Local Act;

(ii) That the schedule of rates or charges for the services of the
System shall be sufficient to provide funds which, along with other revenues of the System,
will pay all Operating Expenses and leave a balance each year equal to at least one hundred
fifteen percent (115 %) of the maximum amount required in any year for debt service on the
Local Bonds and all other obligations secured by a lien on or payable from the revenues of
the System prior to or on a parity with the Local Bonds or, if the Reserve Account is funded
(whether by Local Bond proceeds, monthly deposits or otherwise) at an amount equal to the
Reserve Requirement and any reserve account for any such prior or parity obligations is
funded at least at the requirement therefor, equal to at least one hundred ten percent (110%)
of the maximum amount required in any year for debt service on the Local Bonds and any
such prior or parity obligations;

(iii) That the Local Government shall complete the Project and
operate and maintain the System in good condition;

(iv) That, except as otherwise required by State law or the SRF
Regulations, the System may not be sold, mortgaged, leased or otherwise disposed of, except
as a whole or substantially as a whole, provided that the net proceeds to be realized from
such sale, mortgage, lease or other disposition shall be sufficient to fully pay all of the Local
Bonds outstanding and further provided that portions of the System when no longer required
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for the ongoing operation of such System as evidenced by certificates from the Consulting
Engineer, may be disposed of with such restrictions as are normally contained in such
covenants;

(v) That the Local Government shall not issue any other
obligations payable from the revenues of the System which rank prior to, or equally, as to
lien and security with the Local Bonds, except parity bonds which shall only be issued if net
revenues of the System prior to issuance of such parity bonds, plus reasonably projected
revenues from rate increases and the improvements to be financed by such parity bonds, shall
not be less than one hundred fifteen percent (115%) of the maximum debt service in any
succeeding year on all Local Bonds and parity bonds theretofore and then being issued and
on any obligations secured by a lien on or payable from the revenues of the System prior to
the Local Bonds and with the prior written consent of the Authority and DEP; provided,
however, that additional parity bonds may be issued to complete the Project, as described in
the Application as of the date hereof, without regard to the foregoing;

(vi) That the Local Government will carry such insurance as is
customarily carried with respect to works and properties similar to the System, including
those specified by Section 2.8 hereof;

services of the System;
(vii) That the Local Government will not render any free

(viii) That the Authority may, by proper legal action, compel the
performance of the duties of the Local Government under the Local Act, including the
making and collection of sufficient rates or charges for services rendered by the System, and
shall also have, in the event of a default in payment of principal of or interest on the Local
Bonds, the right to obtain the appointment of a receiver to administer the System or
construction of the Project, or both, as provided by law and all rights as set forth in Section 5
of the Act;

(ix) That, to the extent authorized by the laws of the State and
the rules and regulations of the PSC, all delinquent rates and charges, if not paid when due,
shall become a lien on the premises served by the System;

(x) That, to the extent legally allowable, the Local
Government will not grant any franchise to provide any services which would compete with
the System;

{C1877102.1}

12



(xi) That the Local Government shall annually cause the
records of the System to be audited by an independent certified public accountant or
independent public accountant and shall submit the report of said audit to the Authority and
DEP, which report shall include a statement that notes whether the results of tests disclosed
instances of noncompliance that are required to be reported under government auditing
standards and, if they are, describes the instances of noncompliance and the audited financial
statements shall include a statement that notes whether the Local Government’s revenues are
adequate to meet its Operating Expenses and debt service and reserve requirements;

(xii) That the Local Government shall annually adopt 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 Authority and DEP within 30 days of adoption thereof;

(xiii) That, to the extent authorized by the laws of the State and
the rules and regulations of the PSC, prospective users of the System shall be required to
connect thereto;

(xiv) That the proceeds of the Local Bonds, advanced from time
to time, except for accrued interest and capitalized interest, if any, must (a) be deposited in a
construction fund, which, except as otherwise agreed to in writing by the Authority, shall be
held separate and apart from all other funds of the Local Government and on which the
owners of the Local Bonds shall have a lien until such proceeds are applied to the
construction of the Project (including the repayment of any incidental interim financing)
and/or (b) be used to pay (or redeem) bond anticipation notes or other interim financing of
such Local Government, the proceeds of which were used to finance the construction of the
Project; provided that, with the prior written consent of the Authority and DEP, the proceeds
of the Local Bonds may be used to fund all or a portion of the Reserve Account, on which the
owner of the Local Bonds shall have a lien as provided herein;

(xv) That, as long as the Authority is the owner of any of the
Local Bonds, the Local Government may authorize redemption of the Local Bonds with 30
days written notice to the Authority;

(xvi) That the West Virginia Municipal Bond Commission (the
"Commission") shall serve as paying agent for all Local Bonds;

(xvii) That the Local Government shall on the first day of each
month (if the first day is not a business day, then the first business day of each month)
deposit with the Commission the required interest, principal and reserve account payment.
The Local Government shall complete the Monthly Payment Form, attached hereto as Exhibit
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F and incorporated herein by reference, and submit a copy of said form along with a copy of
the check or electronic transfer to the Authority by the 5th day of such calendar month;

(xviii) That, unless it qualifies for an exception to the provisions
of Section 148 of the Internal Revenue Code of 1986, as amended, which exception shall be
set forth in an opinion of bond counsel, the Local Government will furnish to the Authority,
annually, at such time as it is required to perform its rebate calculations under the Internal
Revenue Code of 1986, as amended, a certificate with respect to its rebate calculations and,
at any time, any additional information requested by the Authority;

(xix) That the Local Government shall have obtained the
certificate of the Consulting Engineers to the effect that the Project has been or will be
constructed in accordance with the approved plans, specifications and design as submitted to
the Authority and DEP, the Project is adequate for the purposes for which it was designed,
the funding plan as submitted to the Authority and DEP is sufficient to pay the costs of
acquisition and construction of the Project and all permits required by federal and State laws
for construction of the Project have been obtained;

(xx) That the Local Government shall, to the full extent
permitted by applicable law and the rules and regulations of the PSC, terminate the services
of any water facility owned by it to any customer of the System who is delinquent in payment
of charges for services provided by the System and will not restore the services of the water
facility until all delinquent charges for the services of the System have been fully paid or, if
the water facility is not owned by the Local Government, then the Local Government shall
enter into a termination agreement with the water provider; and

(xxi) That the Local Government shall submit all proposed
change orders to the DEP for written approval. The Local Government shall obtain the
written approval of the DEP before expending any proceeds of the Local Bonds held in
"contingency" as set forth in the final Schedule A attached to the certificate of the Consulting
Engineer. The Local Government shall obtain the written approval of the DEP before
expending any proceeds of the Local Bonds available due to bid/construction/project
undemms.

The Local Government hereby represents and warrants that the Local Act has
been or shall be duly adopted or enacted in compliance with all necessary corporate and other
action and in accordance with applicable provisions of law. All legal matters incident to the
authorization, issuance, validity, sale and delivery of the Local Bonds shall be approved
without qualification by nationally recognized bond counsel acceptable to the Authority in
substantially the form of legal opinion attached hereto as Exhibit G.
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4.2 The Local Bonds shall be secured by the pledge and assignment by the
Local Government, as effected by the Local Act, of the fees, charges and other revenues of
the Local Government from the System.

4.3 At least five percent (5%) of the proceeds of the Local Bonds will be
advanced on the Date of Closing. The remaining proceeds of the Local Bonds shall be
advanced by the DEP monthly as required by the Local Government to pay Costs of the
Project, provided, however, if the proceeds of the Local Bonds-will be used to repay an
interim financing, the proceeds will be advanced on a schedule mutually agreeable to the
Local Government, the DEP and the Authority. The Local Bonds shall not bear interest
during the construction period but interest shall commence accruing on the completion date
as defined in the SRF Regulations, provided that the annual repayment of principal and
payment of interest shall begin not later than one (1) year after the completion date. The
repayment of principal and interest on the Local Bonds shall be as set forth on Schedule Y
hereto. In no event shall the interest rate on or the net interest cost of the Local Bonds
exceed any statutory limitation with regard thereto.

4.4 The Local Bonds shall be delivered to the Authority in fully registered
form, transferable and exchangeable as provided in the Local Act at the expense of the Local
Government. Anything to the contrary herein notwithstanding, the Local Bonds may be
issued in one or more series.

4.5 As provided by the SRF Regulations, the Local Government agrees to
pay from time to time, if required by the Authority and DEP, the Local Government’s
allocable share of the reasonable administrative expenses of the Authority relating to the
Program. Such administrative expenses shall be determined by the Authority and shall
include, without limitation, Program expenses, legal fees paid by the Authority and fees paid
to the trustee and paying agents for any bonds or notes to be issued by the Authority for
contribution to the Fund and the fees and expenses of any corporate trustee for the Fund.

4.6 The obligation of the Authority to purchase the Local Bonds shall be
conditioned upon the availability of moneys in the Fund in such amount and on such terms
and conditions as, in the sole judgment of the Authority, will enable it to purchase the Local
Bonds.
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ARTICLE V

Certain Covenants of the Local Government;
Imposition and Collection of User Charges;

Payments To Be Made by
Local Government to the Authority

5.1 The Local Government hereby irrevocably covenants and agrees to
comply with all of the terms, conditions and requirements of this Bond Purchase Agreement
and the Local Act. The Local Government hereby further irrevocably covenants and agrees
that, as one of the conditions of the Authority to purchase the Local Bonds, it has fixed and
collected, or will fix and collect, the rates, fees and other charges for the use of the System
and will take all such actions necessary to provide funds sufficient to produce the required
sums set forth in the Local Act and in compliance with the provisions of Subsections 4.1 (a)
and 4.1 (b)(ii) hereof.

5.2 In the event, for any reason, the schedule of rates, fees and charges
initially established for the System in connection with the Local Bonds shall prove to be
insufficient to produce the required sums set forth in the Local Act and this Bond Purchase
Agreement, the Local Government hereby covenants and agrees that it will, to the extent or
in the manner authorized by law, immediately adjust and increase such schedule of rates, fees
and charges (or where applicable, immediately file with the PSC for a rate increase) and take
all such actions necessary to provide funds sufficient to produce the required sums set forth
in the Local Act and this Bond Purchase Agreement.

5.3 In the event the Local Government defaults in any payment due to the
Authority pursuant to this Bond Purchase Agreement, the amount of such default shall bear
interest at the interest rate of the installment of the Local Bonds next due, from the date of
the default until the date of the payment thereof.

5.4 The Local Government hereby irrevocably covenants and agrees with
the Authority that, in the event of any default hereunder by the Local Government, the
Authority may exercise any or all of the rights and powers granted under Section 5 of the
Act, including, without limitation, the right to impose, enforce and collect charges of the
System.
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ARTICLE VI

Other Agreements of the
Local Government

6.1 The Local Government hereby acknowledges to the Authority and DEP
its understanding of the provisions of the Act, vesting in the Authority and DEP certain
powers, rights and privileges with respect to wastewater treatment projects in the event of
default by the Local Government in the terms and covenants of this Bond Purchase
Agreement, and the Local Government hereby covenants and agrees that, if the Authority
should hereafter have recourse to said rights and powers, the Local Government shall take no
action of any nature whatsoever calculated to inhibit, nullify, void, delay or render nugatory
such actions of the Authority in the due and prompt implementation of this Bond Purchase
Agreement.

6.2 The Local Government hereby warrants and represents that all
information provided to the Authority and DEP in this Bond Purchase Agreement, in the
Application or in any other application or documentation with respect to financing the Project
was at the time, and now is, true, correct and complete, and such information does not omit
any material fact necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading. Prior to the Authority’s purchasing and
receiving the Local Bonds, the Authority and DEP shall have the right to cancel all or any of
their obligations under this Bond Purchase Agreement if (a) any representation made to the
Authority and DEP by the Local Government in connection with the issuance of the Local
Bonds shall be incorrect or incomplete in any material respect or (b) the Local Government
has violated any commitment made by it in its Application or in any supporting
documentation or has violated any of the terms of the Act, the SRF Regulations or this Bond
Purchase Agreement.

6.3 The Local Government hereby agrees to repay on or prior to the Date of
Closing any moneys due and owing by it to the Authority or any other lender for the planning
or design of the Project, provided that such repayment shall not be made from the proceeds of
the Local Bonds.

6.4 The Local Government hereby covenants that it will rebate any amounts
required by Section 148 of the Internal Revenue Code of 1986, as amended, and will take all
steps necessary to make any such rebates. In the event the Local Govemment fails to make
any such rebates as required, then the Local Government shall pay any and all penalties,
obtain a waiver from the Internal Revenue Service and take any other actions necessary or
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desirable to preserve the exclusion from gross income for federal income tax purposes of
interest on the Local Bonds.

6.5 Notwithstanding Section 6.4, the Authority and DEP may at any time, in
their sole discretion, cause the rebate calculations prepared by or on behalf of the Local
Government to be monitored or cause the rebate calculations for the Local Government to be
prepared, in either case at the expense of the Local Government.

6.6 The Local Government hereby agrees to give the Authority and DEP
prior written notice of the issuance by it of any other obligations to be used for the System,
payable from the revenues of the System or from any grants for the Project or otherwise
related to the Project or the System.

6.7 The Local Government hereby agrees to file with the Authority and DEP
upon completion of acquisition and construction of the Project a schedule in substantially the
form of Amended Schedule A to the Application, setting forth the actual costs of the Project
and sources of funds therefor.

ARTICLE VII

Miscellaneous

7.1 Schedules X and Y shall be attached to this Bond Purchase Agreement
by the Authority as soon as practicable after the Date of Closing is established and shall be
approved by an official action of the Local Government supplementing the Local Act, a
certified copy of which official action shall be submitted to the Authority.

7.2 If any provision of this Bond Purchase Agreement shall for any reason
be held to be invalid or unenforceable, the invalidity or unenforceability of such provision
shall not affect any of the remaining provisions of this Bond Purchase Agreement, and this
Bond Purchase Agreement shall be construed and enforced as if such invalid or
unenforceable provision had not been contained herein.

7.3 This Bond Purchase Agreement may be executed in one or more
counterparts, any of which shall be regarded for all purposes as an original and all of which
constitute but one and the same instrument. Each party agrees that it will execute any and all
documents or other instruments and take such other actions as may be necessary to give
effect to the terms of this Bond Purchase Agreement.
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7.4 No waiver by any party of any term or condition of this Bond Purchase
Agreement shall be deemed or construed as a waiver of any other terms or conditions, nor
shall a waiver of any breach be deemed to constitute a waiver of any subsequent breach,
whether of the same or of a different section, subsection, paragraph, clause, phrase or other
provision of this Bond Purchase Agreement.                           .

7.5 This Bond Purchase Agreement supersedes all prior negotiations,
representations and agreements between the parties hereto relating to the LOcal Bonds and
constitutes the entire agreement between the parties hereto in respect thereoL ~,

7.6 By execution and delivery of this Bond Purchase Agreement,
notwithstanding the date hereof, the Local Government specifically recognizes that it is
hereby agreeing to sell its Local Bonds to the Authority and that such obligation may be
specifically enforced or subject to a similar equitable remedy by the Authority.

7.7 This Bond Purchase Agreement shall terminate upon the earlier of:

(i)    written notice of termination to the Local Government from
either the Authority or DEP;

(ii) the end of ninety (90) days after the date of execution hereof by
the Authority or such later date as is agreed to in writing by DEP if the Local ~Government
has failed to deliver the Local Bonds to the Authority;                     ~ ~.

(iii) termination by the Authority and DEP pursuant to Section 6.2
hereof; or

(iv) payment in full of the principal of and interest on the Local
Bonds and of any fees and charges owed by the Local Government to the Authority or DEP;
provided that hhe amount of theL9cal Bonds purchased under this Bond Purchase Agreement
in any succeeding’fiscal yet is contingent upon funds being appropriated by the State
legislature or otherwise being available t6 purchase the Local Bonds. In the event funds are
not appropriated or otherwise available to purchase all of the Local Bonds, the responsibility
of the Authority and DEP to purchase the Local Bonds is terminated; provided further that
the obligation of the Local Government to repay the outstanding amount of the Local Bonds
is not terminated due to such non-funding on any balance of the Local Bonds. The DEP
agrees to use its best efforts to have the amount contemplated under this Bond Purchase
Agreement included in its budget. Non-appropriation or non-funding of the Loan shall not
be considered an event of default under this Bond Purchase Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Bond Purchase
Agreement to be executed by their respective duly authorized officers as of the date executed
below by the Authority.

(SEAL)

Attest:

Its: Secretary

SHADY SPRING PU/~IC SERVICE

DISTRICT~A

IBtDs~:te..Cha’~~O.ctober 12’ 2010

WEST VIRGINIA DEPARTMENT OF
ENVIRONMENTAL PROTECTION, DIVISION
OF WATER AND WASTE MANAGEMENT

Its: Director
Date: October 12, 2010

(SEAL)

Attest:

Its: Authorized Officer

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

By:       ~

ItDSa"te..Ex~~c 10~~"
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EXHIBIT A

FORM OF PERFORMANCE CERTIFICATE

[To Be Provided By DEP]

{C1877102.1}
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EXHIBIT B

MONTHLY FINANCIAL REPORT

Name of Local Government
Name of Bond Issue(s).
Type of Project
Fiscal Year

Water
Report Month

Wastewater

Item

1. Gross Revenues

2. Operating Expenses

o Bond Payments:

Type of Issue
Clean Water SRF
Drinking Water TRF
Infrastructure Fund
Water Development

Authority
Rural Utilities Service
Economic Development

Administration
Other (Identify)

Total Budget
Current Year Year
Month To Date To Date

Budget
Year To

Date Minus
Total Year
To Date

4. Renewal and
Replacement
Fund Deposits

Name of Person Completing Form

Address

Telephone

{C1877102.1 }
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INSTRUCTIONS FOR COMPLETING MONTHLY FINANCIAL REPORT

Item 1 Youwill need a copy of the current fiscal year budget adopted by the Local
Government to complete Items 1 and 2. In Item 1, provide the amount of
actual Gross Revenues for the current month and the total amount year-to-date
in the respective columns. Divide the budgeted annual Gross Revenues by 12.
For example, if Gross Revenues of $1,200 are anticipated to be received for
the year, each month the base would be increased by $100 ($1,200/12). This is
the incremental amount for the Budget Year-to-Date colunm.

Item 2 Provide the amount of actual Operating Expenses for the current month and the total
amount year-to-date in the respective columns. Any administrative fee should
be included in the Operating Expenses. Divide the budgeted annual Operating
Expenses by 12. For example, if Operating Expenses of $900 are anticipated
to be incurred for the year, each month the base would be increased by $75
($900/12). This is the incremental amount for the Budget Year-to-Date
column.

Item 3 Provide the Bond Payments (principal, interest and reserve account) for all the
outstanding bonds of the Local Government according to the source of
funding. For example, Clean Water State Revolving Fund loan from
Department of Environmental Protection, Drinking Water Treatment
Revolving Fund loan from Bureau for Public Health, Infrastructure Fund loan
from Infrastructure and Jobs Development Council, or a loan from the Water
Development Authority, etc.

Item 4 Provide the amount deposited into the Renewal and Replacement Fund each month.
This amount is equal to 2.5% of Gross Revenues minus the total reserve
account payments included in Item 3. If Gross Revenues are $1,200, then $30
(2.5% of $1,200), LESS the amount of all reserve account payments in Item 3
should be deposited into the Renewal and Replacement Fund. The money in
the Renewal and Replacement Fund should be kept separate and apart from all
other funds of the Local Government.

The Local Government must complete the Monthly Financial Report and forward it to
the Water Development Authority by the 10th day of each month, commencing on the
date contracts are executed for the acquisition or construction of the Project and for
two years following the completion of acquisition or construction of the Project.

{C1877102.1}
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EXHIBIT C

PAYMENT REQUISITION FORM

(All Copies to Be Provided by DEP for Each Project)

{C1877102.1}
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EXHIBIT D

FORM OF CERTIFICATE OF CONSULTING ENGINEER

(Issuer)

(Name of Bonds)

Registered Professional Engineer, West Virginia License
, Consulting Engineers,

, hereby certify as follows:

1. My firm is engineer for the acquisition and construction of to
the system (the "Project") of (the
"Issuer"), to be constructed primarily in                        County, West Virginia,
which acquisition and construction are being permanently financed in part by the
above-captioned bonds (the "Bonds") of the Issuer. Capitalized words not defined herein
shall have the same meaning set forth in the bond                  adopted or enacted
by the Issuer on            , and the Bond Purchase Agreement by and among the Issuer,
the West Virginia Water Development Authority (the "Authority"), and the West Virginia
Department of Environmental Protection (the "DEP"), dated

2.    The Bonds are being

costs in connection therewith.

issued for the purposes of (i)
., and (ii) paying certain issuance and other

3.    To the best of my knowledge, information and belief, (i) within the limits and
in accordance with the applicable and governing contractual requirements relating to the
Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by the DEP and any change
orders approved by the Issuer, the DEP and all necessary governmental bodies; (ii) the
Project, as designed, is adequate for its intended purpose and has a useful life of at least
__ years, if properly operated and maintained, excepting anticipated replacements due to
normal wear and tear; (iii) the Issuer has received bids for the acquisition and construction of
the Project which are in an amount and otherwise compatible with the plan of financing set

{C1877102.1}
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forth in Schedule attached hereto as Exhibit A, and my firm1 has ascertained that all
successful bidders have made required provisions for all insurance and payment and
performance bonds and that such insurance policies or binders and such bonds have been
verified for accuracy; (iv) the successful bidders received any and all addenda to the original
bid documents; (v) the bid documents relating to the Project reflect the Project as approved
by the DEP and the bid forms provided to the bidders contain all critical operational
components of the Project; (vi) the successful bids include prices for every item on such bid
forms; (vii) the uniform bid procedures were followed; (viii) the Issuer has obtained all
permits required by the laws of the State of West Virginia and the United States necessary for
the acquisition and construction of the Project and operation of the System; (ix) as of the
effective date thereof2, the rates and charges for the System as adopted by the Issuer will be
sufficient to comply with the provisions of the Bond Purchase Agreement; (x) the net
proceeds of the Bonds, together with all other moneys on deposit or to be simultaneously
deposited and irrevocably pledged thereto and the proceeds of grants, if any, irrevocably
committed therefor, are sufficient to pay the costs of acquisition and construction of the
Project approved by the DEP; and (xi) attached hereto as Exhibit A is the final amended
"Schedule A - Total Cost of Project; Sources of Funds and Cost of Financing" for the Project.

WITNESS my signature and seal on this day of __, __

By

llf another responsible party, such as the Issuer’s attorney, reviews the insurance and payment
bonds, then insert the following: [and in reliance upon the opinion of , Esq.] and delete
"my firm has ascertained that".

2If the Rule 42 Exhibit and/or rate structure was prepared by an accountant, then insert the
following: "In reliance upon the certificate of of even date herewith," at the
beginning of (ix).
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West Virginia License No. __

[SEAL]

{C1877102.1 }
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EXHIBIT E

SPECIAL CONDITIONS

A. PUBLIC RELEASE REQUIREMENT - The Local Government agrees
to include, when issuing statements, press releases, requests for proposals, bid solicitations,
ground breaking or project dedication program documents and other documents describing
projects or programs funded in whole or in part with Federal money, (1) the percentage of the
total costs of the program or project which will be financed with Federal money, (2) the
dollar amount of Federal funds for the project or program, and (3) percentage and dollar
amount of the total costs of the project or program that will be financed by non-governmental
sources.

B. AUDIT REQUIREMENT (Supplement to Article IV 4.1 (b) (xi)) -
Effective October 1, 2003, the Local Government that receives $500,000 or more (in federal
funds) in a fiscal year must obtain audits in accordance with the Single Audit Act and the
applicable OMB Circular or any successor thereto. Financial statement audits are required
once all funds have been received by the Local Government.

{C1877102.1}
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EXHIBIT F

MONTHLY PAYMENT FORM

West Virginia Water Development Authority
180 Association Drive
Charleston, WV 25311

Re: [Name of bond issue]

Ladies and Gentlemen:

The following deposits were made to the West Virginia Municipal Bond
Commission on behalf of [Name of Local Government] on [Date].

Sinking Fund:

Interest

Principal

Total:

Reserve Account:

Witness my signature this __day of

[Name of Local Government]

Enclosure:

{c1877102.1 }
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EXHIBIT G

OPINION OF BOND COUNSEL FOR LOCAL GOVERNMENT

[To Be Dated as of Date of Closing]

West Virginia Water Development Authority
180 Association Drive
Charleston, WV 25311

West Virginia Department of Environmental Protection
601 57t~ Street
Charleston, WV 25304

Ladies and Gentlemen:

We are bond counsel to (the "Local Government"), a

We have examined a certified copy of proceedings and other papers relating to the
authorization of (i) a bond purchase agreement dated .... , including all schedules and
exhibits attached thereto (the "Bond Purchase Agreement"), among the Local Government,
the West Virginia Water Development Authority (the "Authority") and the West Virginia
Department of Environmental Protection (the "DEP"), and (ii) the issue of a series of revenue
bonds of the Local Government, dated .... (the "Local Bonds"), to be purchased by
the Authority in accordance with the provisions of the Bond Purchase Agreement. The Local
Bonds are issued in the principal amount of $            ., in the form of one bond,
registered as to principal only to the Authority, with principal payable quarterly on March 1,
June 1, September 1, and December 1 of each year, beginning __ 1, __, and ending
__ 1, __, all as set forth in the "Schedule Y" attached to the Bond Purchase Agreement and
incorporated in and made a part of the Local Bonds.

The Local Bonds are issued for the purposes of (i)
paying certain issuance and other costs in connection therewith.

., and (ii)

We have also examined the applicable provisions of of the
Code of West Virginia, 1931, as amended (the "Local Statute"), and the bondduly
adopted or enacted by the Local Government on            , as supplemented by the
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supplemental resolution duly adopted by the Local Government on
(collectively, the "Local Act"), pursuant to and under which Local Statute and Local Act the
Local Bonds are authorized and issued, and the Bond Purchase Agreement has been
undertaken. The Local Bonds are subject to redemption prior to maturity to the extent, at the
time, under the conditions and subject to the limitations set forth in the Local Act and the
Bond Purchase Agreement.

Based upon the foregoing and upon our examination of such other documents as we
have deemed necessary, we are of the opinion as follows:

1.    The Bond Purchase Agreement has been duly authorized by and executed on
behalf of the Local Government and is a valid and binding special obligation of the Local
Government, enforceable in accordance with the terms thereof.

2.    The Bond Purchase Agreement inures to the benefit of the Authority and the
DEP and cannot be amended so as to affect adversely the rights of the Authority or the DEP
or diminish the obligations of the Local Government without the consent of the Authority
and the DEP.

3.    The Local Government is a duly organized and validly existing
, with full power and authority to acquire and construct the Project,

to operate and maintain the System, to adopt or enact the Local Act and to issue and sell the
Local Bonds, all under the Local Statute and other applicable provisions of law.

4.    The Local Act and all other necessary orders and resolutions have been legally
and effectively adopted or enacted by the Local Government and constitute valid and binding
obligations of the Local Government, enforceable against the Local Government in
accordance with their terms. The Local Act contains provisions and covenants substantially
in the form of those set forth in Section 4.1 of the Bond Purchase Agreement.

5.    The Local Bonds have been duly authorized, issued, executed and delivered by
the Local Government to the Authority and are valid, legally enforceable and binding special
obligations of the Local Government, payable from the net or gross revenues of the System
set forth in the Local Act and secured by a first lien on and pledge of the net or gross
revenues of the System, all in accordance with the terms of the Local Bonds and the Local
Act.

6.    The Local Bonds are, by statute, exempt                   , and under
existing statutes and court decisions of the United States of America, as presently written and
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applied, the interest on the Local Bonds is excludable from the gross income of the recipiems
thereof for federal income tax purposes.

No opinion is given herein as to the effect upon enforceability of the Local Bonds of
bankruptcy, insolvency, reorganization, moratorium and other laws affecting creditors’ rights
or in the exercise of judicial discretion in appropriate cases.

¯ We have examined the executed and authenticated Local Bond numbered R- 1, and in
our opinion the form of said bond and its execution and authentication are regular and
proper.

Very truly yours,

{C1877102.1}
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SCHEDULE X

DESCRIPTION OF LOCAL BONDS

Principal Amount of Local Bonds $2,422,826
Purchase Price of Local Bonds $2,422,826

The Local Bonds shall bear no interest. Commencing June 1, 2012, principal of the
Local Bonds is payable quarterly, with an administrative fee of 0.5%. Quarterly payments
will be made on March 1, June 1, September 1 and December 1 of each year as set forth on
the Schedule Y attached hereto and incorporated herein by reference.

The Local Government shall submit its payments monthly to the Commission with
instructions that the Commission will make quarterly payments to the Authority at such
address as is given to the Commission in writing by the Authority. If the Reserve Account is
not fully funded at closing, the Local Government shall commence the payment of the 1/120
of the maximum annual debt service on the first day of the month it makes its first monthly
payment to the Commission. The Local Government shall instruct the Commission to notify
the Authority of any monthly payments which are not received by the 20th day of the month
in which the payment was due.

The Local Bonds are fully registered in the name of the Authority as to principal only
and the Local Bonds shall grant the Authority a first lien on the net or gross revenues of the
Local Government’s system as provided in the Local Act.

The Local Government may prepay the Local Bonds in full at any time at the price of
par upon 30 days’ written notice to the Authority and DEP. The Local Government shall
request approval from the Authority and DEP in writing of any proposed debt which will be
issued by the Local Government on a parity with the Local Bonds which request must be
filed at least 60 days prior to the intended date of issuance.

As of the date of the Loan Agreement, the Local Bonds are on a parity as to liens,
pledge and source of and security for payment with the following obligations of the Local
Government:

(i) Shady Spring Public Service District Sewer Revenue Bonds, Series 1982B,
dated August 12, 1982, issued in the original principal amount of $795,515;

(ii) Shady Spring Public Service District Sewer Revenue Bonds, Series 1994A,
dated June 8, 1994, issued in the original principal amount of $170,532;
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(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

Shady Spring Public Service District Sewer Revenue Bonds, Series 1996A,
dated April 25, 1996, issued in the original principal amount of $151,800;

Shady Spring Public Service District Sewer Revenue Bonds, Series 1997C,
dated June 24, 1997, issued in the original principal amount of $2,197,304;

Shady Spring Public Service District Sewer Revenue Refunding Bonds,
Series 1997D, dated June 24, 1997, issued in the original principal amount
of $3,056,955;

Shady Spring Public Service District Sewer Revenue Bonds, Series 1998A,
dated November 25, 1998, issued in the original principal amount of
$1,202,100;

Shady Spring Public Service District Sewer Revenue Bonds, Series 1998B,
dated December 17, 1998, issued in the original principal amount of
$839,000;

Shady Spring Public Service District Sewer Revenue Bonds, Series 1999A,
dated March 18, 1999, issued in the original principal amount of $752,000;

Shady Spring Public Service District Sewer Revenue Bonds, Series 1999B,
dated March 18, 1999, issued in the original principal amount of $165,000;

Shady Spring Public Service District Sewer Revenue Bonds, Series 2002A,
dated March 8, 2002, issued in the original principal amount of $2,419,905;

Shady Spring Public Service District Sewer Revenue Bonds, Series 2005A
(West Virginia Infrastructure Fund), dated December 13, 2005, issued in
the original principal amount of $2,875,000; and

Shady Spring Public Service District Sewer Revenue Bonds, Series 2005B,
dated December 13, 2005, issued in the original principal amount of
$3,078,043.

Number of New Customers: 0
Location: Pump station upgrade
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SCHEDULE Y
DEBT SERVICE SCHEDULE

Shady Spr ng PSD
CW SRF

30 Years, 0% Interest Rate
0.5% Adm n strative Fee

Dated Date 10/12/10i

O e Iive ~. O.....~.a t.~e.~ ......................... 10/12/i01

Period
Ending Principal Interest Debt Service’

lO112110i

6/1/12 20,191 20,191i
9/1/12t 20,191

20,191.i-

12/1/12 20,191 20,191i

¯ 3/1/13i 20,191 20,191i6/1/131~...._.’
20,191 !... 20,191i

9/1/13 i 20,191 i 20,191i

3/1/14i 20,1911 20,191i

121111~i 20,1911 20,191i
¯ .........................................~ ~i~i~i ...........................................................~E~II .................................................L_ " .....................................20,191,’

6/1/15 20,1911 i 20,191i

911115t 20,191 20,191i

3/1/16 20,191i i 20,191i i

~i~ii~,! ...........................................................~;~Ii ...........................................................................................................~:~ii .......................................................
~

..................................................................... ~L~L~.6..i ...........................................................~F),.~.~.I .................................................20,191i
i i 12/1/16i 20,1911 .......................................................~E~~i

6/1/171 20,191 20,191i
~ ..........................................i~i" .... 9/~/1Z~ 20,191

~ ~21~1~7~ 20,~9~ 20,~91~

~ 311/18~ 20,191 ~ 20,191~

" ~I~I~9 ~o,~o~ ~o,~o~
~ ..................... ~ .............................................~ .......................................................................................................................................................................................................................~ .........................

6/~/~9 20A90~ 20,~90~

~2/~/~9 20,~90~ 20,~90~

31 ~12.3 20, ~90.L 20,
61~120 20,~90 20,~90~

~ 91~120 20A90~ 20,~90~

3/~/2~ 20,~90~ ~ 20,~90~

9/~/~ ~0,~90~ ~0,~90~ .........
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..................................... t
Shady Sprin~ PSD

............................. 30 Years, 0% Interest Rate
0.5% Administrative Fee

Endingi Prin¢ipall Interest Debt Servicet
3/1/22 20,190~ 20,190i

~    6/1/22 20,190~ 20,190i

....................................................................... ~[~!~. ...........20,190, ~ ~0,~90~

6/2/23 20,~90 20,~90

6/~/2s~ 20,~90~ 20,~90{

~)~)~~~. ..............................................................~]~. ~ ~o,~oL~ ......................................................... .............j
~ 3/~/26 20,~90~ ~0,~0

6/2/26 20,290 20,L~
............................................ [ ....................... 20,L90~

...................................................................... ~/,~[#,Z20,190 20,190j

9/~/27~ 20,~90 20,~90~
........................ ~/~/~7 ~0,~90 ~0,~

~/~/28 20,~90~ 20,~90~ ......
e/~/~8 ~o,~9o ~o,~9o[

............................. ~)~ ................................................................~;i~~ ...................................................’ ~o,~ ........................................................

~/~/~9 ~o,~9o ~o,~9o{
~/~/~9~ ’~~&#~ ~o,~9o ...............................
9/~/29~ 20,~90 20,~90~

........................ ~/.~L~ ..............................................................~,.~#~ 20,
........ 3/~/30~ 20,~90~ 20,~9~,

6/~/30~ 20,~90 20,L90~
9/~/~0~ 20,~90 20,~0~

~/~/~0. 20,~0 ~0,~90~

’    9/$/35 20,~90 20,$90~

...................................... s/~/s~ ~o,~9o~ ~ ~o,~9o~
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Shady Spring PSD
CW SRF

30 Years, 0% Interest Rate
0.5% Administrative Fee

Period I
Ending Principal Interest Debt Service
~/~/~ ~0,190i. 20,~90i

~    3/~/33 20,~90~ 20,~90~

6/~/33 20, ~90 ~ 20,

.~    9/~/33 20,~90~ 20,290~

nl~l~ ~o,~ ~ ~o,~so~
~    31~I~ 20,~90~ 20,~90~

........................................... .......................... ............................................................. .................................................... .......................................................... ........................................................
9/~/~ 20,~ 20,~90~

I 12111341 20,190!.. ....................................ii 20,190!
................................... ~" ...................~" 20,190ii    31113si 20,1901 ~ ....................................

~ 3/~/36 20,~90~ 20,~90~

6/~/36 20,290~ 20,~90

9/~/36~ 20,~: 20,~

~2/~/36 20,~90~ 20,

31113~
20,1~ 20,190

~ ....................~-~ ~o,~o ~o,~o
~ 9/2/37~ 20,~

~2/~/37 20,~~ 20,~90

3/2/38 20,290 20,2~

.................. ~ 6/1/3~ 20,1~ 20,190~

........... ~ .................~7~ ~o,~9o ~o,~9o~
~21~138~ 20,~ 20,~90

31~/39 20,~90~ 20,290]

9/~/39 20,~90 20,~90~

~21~I~ ~o,~o ~o,~ ...................................."~

6/~/~ 20,~90 20,~
9/~I~0~ 20,~ ............................................~,,,~L...,

~ ~ ~21~14~ 20,~901 ~,~ ..................................
~ 31~142~ 20,~9~ 20,~9~*

~24 ......................... ~ ......................................................
~*Plus a qua~erly Administrative fee of S~,526.88 for a total administrative expense of S~83,225.~
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA

CHARLESTON

At as session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA in the
City of Charleston on the 8th day of October 2010.

CASE NO. 09-1053-PSD-PC-CN (Reopened)

SHADY SPRING PUBLIC SERVICE DISTRICT
Application for a certificate of convenience and necessity
to construct improvements to the District’s existing
wastewater collection system located in Raleigh County,

COMMISSION ORDER

The Commission reopens this certificate case and approves a reduction in the scope
of the project.

Background

By Recommended Decision final on November 3, 2009, the Commission granted
Shady Spring Public Service District (District) a certificate of convenience and necessity to
construct improvements to its existing sewer system consisting of upgrading and increasing
the capacity of seven pump stations and relining 2,800 feet of a 21-inch sewer main. The
project was approved by the West Virginia Infrastructure and Jobs Development Council.
The Corrnnission approved both a pre-construction, non project-related rate increase, and a
post-construction, project-related rate increase for the District. The Commission also
approved project financing of a loan through the West Virginia Department of Environmental
Protection (WVDEP) using funds provided by The American Recovery andReinvestment Act
of 2009, in the amount of $2,422,826 at a negative 3% interest rate for a term of 38 years
with an administrative fee of 1%. The Commission ordered the District to petition to reopen
the case for Commission approval of any planned changes to the scope of the project. The
Order stated, however, that the changes in project cost or financing would not require
separate approval if those changes did not affect rates and the District submitted an affidavit
from a certified public accountant to that effect.

Public Service Commission
of West Virginia

Charleston



The District filed a Petition to Reopen this case in June 2010, but withdrew that
petition in August 2010. Filings by the District at that time advised the Commission that the
original funding for the project would be replaced with a loan through the Clean Water State
Revolving Loan Fund Program in the amount of $2,422,826, at 0% interest, with an annual
administrative fee of 0.5% for a term of 30 years.

On September 21, 2010, the District again filed a Petition to Reopen this certificate
case for Commission approval of changes to both project scope and financing. The District
advised that project financing would be a loan through the Clean Water State Revolving
Loan Fund Program in the amount of $2,500,000, at 0% interest, with an annual
administrative fee of 0.5% for a term of 30 years. The District also stated that costs set forth
in the bids received by the District for project construction required the District to revise the
scope of the project by eliminating (i) the relining of 2,800 feet of its 21-inch sewer main
from the Piney Creek pump station to Manhole No. 19 along Beaver Creek; and (ii) upgrades
to the Left Fork Pump Station, the Manor House Pump Station and the Royal Oaks Pump
Station. The District asked the Commission to approve the changes to project financing and
scope prior to October 14, 2010.

On October 6, 2010, Commission Staff filed a Memorandum noting that the petition
to reopen included an affidavit from the District’s certified public accountant stating that the
changes in financing and scope would not affect the District’s previously approved rates.
Staff advised that the District does not need Commission approval of its change in financing
because the November 3, 2010 Order stated that changes in project cost or financing,
including ARRA financing, would not require separate approval if the District submitted an
affidavit from a certified public accountant that thbse changes did not affect rates.

Staff also recommended that the Commission approve the planned changes to the
project scope. Staff explained that recent post-flooding repairs performed in the summer of
2010 to the District’s 21-inch main had improved (decreased) the inflow and infiltration
(I&I) of the District system. The District stated that the decrease in I&I is comparable to
what it believed I&I would result from the relining and other work proposed in the original
certificate application. Those repairs were paid for by Federal Emergency Management
Agency (FEMA). By filing on October 1, 2010, the District represented that the WVDEP
did not object to elimination of the relining from the project. Staff also stated that the
District proposal to eliminate three of the seven pump station upgrades is reasonable because
growth has slowed in the area served by the Left Fork Pump Station, and the Manor House
and Royal Oaks pump stations are grinder pump stations with fairly small flows and upgrades
can be completed at a later date using District personnel.

Public Service Commission
of West Virginia
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DISCUSSION

Upon review of the Petition to Reopen and the Staff analysis, the Commission agrees
that it is reasonable to reopen this certificate case and to approve the revised scope of the
project.

It is reasonable to approve the changes in the scope of the project in view of the higher
than expected bids received, and based on the fact that recent FEMA financed repairs to the
District system have reduced its I&I comparable to what it would have achieved by relining
its 21-inch main. Furthermore, Staff has concluded that upgrade to the Left Fork Pump
Station can be delayed due to slower growth in the area, and upgrades to the Manor House
and Royal Oaks grinder pump stations may be completed at a later date using District
personnel.

Staff is correct that because there is no rate impact associated with the new financing,
the District is not required to obtain Commission approval of the financing change.

FINDINGS OF FACT

1.    The District seeks Commission consent and approval to replace the originally
approved project financing with a loan through the Clean Water State Revolving Loan Fund
Program in the amount of $2,500,000, at 0% interest, with an annual administrative fee of
0.5% for a term of 30 years.

2. The revised financing does not require a rate increase.

3.    The District seeks Commission consent and approval of a reduced project
scope that eliminates upgrades to the Left Fork, Manor House and Royal Oaks pump stations,
and eliminates plans to reline 2,800 feet of its 21-inch sewer main from the Piney Creek

pump station to Manhole No. 19 along Beaver Creek.

4.    The District Petition to Reopen states that bids for the certificate project work

were higher than expected.

5.    In the summer of 2010, the District performed post-flood repairs, paid for by
FEMA, to its 21-inch main that decreased the I&I of the District system in an amount
comparable to what the District believed would result from relining the main and other work
proposed in the original certificate application.

6.    The District represents that slower than expected growth in the area served by
the Left Fork pump station makes upgrades to that station less urgent and it that believes it
can accomplish repairs to the Manor House and Royal Oaks pump stations at a future time
using in-house personnel.
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CONCLUSIONS OF LAW

1.    It is reasonable to approve the change in the scope of the project in view of the
higher than expected bids received, and based on the fact that recent FEMA financed repairs
to the District system have reduced its I&I comparable to what it would have achieved by
relining its 21-inch main. Furthermore, upgrade of the. Left Fork Pump Station can be
delayed due to slower growth in the area, and upgrades of the Manor House and Royal Oaks
grinder pump stations may be completed at a later date using District personnel.

2.    Because there is no rate impact associated with the new financing, the District
is not required to obtain Commission approval of the financing change.

ORDER

IT IS THEREFORE ORDERED that the Petition to Reopen this certificate proceeding
is granted.

IT IS FURTHER ORDERED that the District is not required to obtain Commission
consent and approval of the revised financing for the project.

IT IS FURTHER ORDERED that the District request for approval of the revised
scope of the project consisting of elimination of (i) the relining of 2,800 feet of 21-inch main,
and (ii) upgrades to the Left Fork, Manor House and Royal Oaks pump stations, is hereby
granted.

IT IS FURTHER ORDERED that, except for the revised scope of the project, the
November 3, 2009 final order issued in this Case No. 09-1053-PSD-PC-CN remains in full
force and effect.

IT IS FURTHER ORDERED that upon entry of this Order, this case is closed and will
be removed from the Commission open docket.
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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 upon Commission Staff by hand delivery.

JML:tt
091053cb
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA

CHARLESTON

Entered: October 14, 2009

091053alj101409.wpd

FINAL
11/3/2009

CASE NO. 09-1053-PSD-PC-CN

SHADY SPRING PUBLIC SERVICE DISTRICT
Application for a certificate of convenience
and necessity to construct improvements
to the District’s existing wastewater
collection system located in Raleigh
County, West Virginia

RECOMMENDED DECISION

On June 25, 2009, Shady Spring Public Service District (Utility)
filed an application for a certificate of convenience and necessity to
construct certain improvements to its sewer system. The Utility also
sought a preconstruction rate increase, a capacity improvement fee (CIF)
and other relief.

On June 25, 2009, the Commission ordered the Utility to publish
notice of its filing in Raleigh County. On July 15, 2009, the Utility
filed an affidavit of publication indicating proper publication of the
notice. On July 16, 2009, the Utility filed a certificate of posting,
publication, and separate mailing to its sewer customers evidencing the
Utility’s compliance with the Commission’s notice requirements. There
have been no protests filed concerning the application.

On July 8, 2009, the Commission referred the matter requiring a
decision on or before November 9, 2009.

On September 25, 2009, Staff filed its final recommendation
recommending an across-the-board rate increase of 4.1% prior to the
project, a denial of the Utility’s request for a CIF, a denial of the
Utility’s request to increase its leak adjustment rate and a denial of
the Utility’s request to increase its reconnection and disconnection
charges and to levy individual charges for certain forms of payment.
Additionally, Staff recommended that the certificate be issued, that
certain stimulus financing be approved, and that certain post-
construction rates be approved.

On October 6, 2009, the Utility indicated that it would not object
to the Staff recommendations.
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FINDINGS OF FACT

I.    On June 25, 2009, the Utility filed an application for a
certificate of convenience and necessity to construct improvements to its
sewer system. The Utility also sought a preconstruction rate increase of
12.92%, a CIF and other relief. (See filing of June 25, 2009).

2.    The Utility provides sewer service to approximately 3,850
customers in the Shady Spring area of Raleigh County.    (See filing of
June 25, 2009).

3. The Utility properly published notice of its application for a
certificate and its application for an additional rate increase not
related to the project. No protests were filed pursuit to the notice.
(See affidavits filed July 15 and July 16, 2009, and file generally).

4.    Prior to this filing, the Utility charged a volumetric rate of
$6.65 per 1,000 gallons of metered water use in its general service area
with an additional customer charge of $25 per month to customers in the
Glade Springs and Flat Top Lake service areas. The $25 customer charge
was first implemented due to certain construction costs to serve those
areas. The Utility’s current bill in its general service territory for
a 4,500-gallon customer is $29.93 a month and $54.93 in Glade Springs and
Flat Top.    (See Final Joint Staff Memorandum filed September 25, 2009).

5.    Staff recommended a preconstruction rate increase of 4.1% over
the current volumetric rates, producing approximately $62,600 additional
revenue. The Staff-recommended preconstruction rates will provide a debt
service coverage of 135.44%. (Id.) .

6.    Staff recommended that the revenue increase be spread on an
equal basis across the Utility’s customers with no change in the rate
structure, including the continuation of the $25 monthly charge assessed
to the customers in Glade Springs and Flat Top Lake.    The Staff-
recommended rates would increase the 4,500-gallon bill to $31.14 for the
general service territory and $56.14 for Glade Springs and Flat Top.
(Id.) .

7.    Staff recommended that the Commission deny the Utility:s
request for a $2,000 CIF.    The Utility did not meet the Commission
criteria for the implementation of a CIF. The Utility’s projected growth
rate was inadequate. The growth rate in the new housing development at
Glade Springs has dramatically slowed in the past year. The Utility’s
treatment plant capacity will not be depleted for 12 years which means
the Utility failed in another Commission criterion required to obtain a
CIF. (Id.).

8.    Staff recommended that the Utility’s request to increase its
leak adjustment from $i.00 per 1,000 gallons to $3.00 per 1,000 gallons
be denied, since it was not cost-based. (Id.) .

9.    Staff further recommended that the Utility’s proposed increase
for the fee for reconnection from $20 to $25 and for disconnection in the
same amount be denied. (Id.) .
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i0. Staff recommended that the Utility’s request to impose a charge
on customers using electronic funds transfers, credit cards or drop box
payments be denied.    (See Final Joint Staff Memorandum filed September
25, 2009).

II. Staff recommended approval of a preconstruction tap fee of
$i00. (Id.).

12. The Utility originally proposed to finance the project with a
loan from the West Virginia Department of Environmental Protection’s
(DEP) State Revolving Fund Loan program in an amount of $2,500,000 for a
term of 38 years at an interest rate of 0% and an administrative fee not
to exceed 0.5%. (Id.).

13. The West Virginia Infrastructure and Jobs Development Council
(Infrastructure Council) approved the project, but it was not originally
designated as a stimulus certificate application. (Id.) .

14. On July 6, 2009, the Utility filed a letter from DEP indicating
that the Utility was eligible to be considered for economic recovery
funds made available under The American Recovery and Reinvestment Act of
2009. The stimulus money would be a $2,422,826 loan with a negative 3%
interest rate for 38 years and an administrative fee of I%. The actual
availability of stimulus money is still not determined. The actual rate
increase necessary for the project will depend upon the actual financing
the Utility eventually obtains. In calculating the appropriate post-
construction rates, Staff used the latest loan information available
which included the stimulus money with a negative 3% interest rate for 38
years and an administrative fee of 1%. (Id.).

15. The Utility has been experiencing growth as a result of the
development of the Glade Springs Resort. Staff assumes a growth rate of
200 new homes per year. (Id.).

16. In order for the Utility to properly collect and treat the
additional flows, the Utility needs to upgrade the pump stations and the
associated mains. (Id.) .

17. The current collection system experiences inflow and
infiltration (I&I) problems during heavy rain events.    The existing
interceptor sewer line running from Piney Creek Pump Station to Beaver
Creek Manhole No. 19 has gaps in the existing pipe as demonstrated by
television camera inspection of the line. The 21-inch sewer line runs
through a creek and is in close proximity t~ both the road and the
railway, which would make traditional excavation difficult and expensive.
The Utility will use a ~Cured-In-Place" or polyvinylchloride "Fold-and-
Form Pipeliner" to rehabilitate the existing 21-inch sanitary sewer line.
The relining was the most practical alternative to correct the I&I
problem. (Id.).

18. At present, the Utility’s wastewater treatment plant’s average
daily flow is .9 mgd, which is 75% of plant capacity. The addition of
200 new homes per year will add approximately 30,000 gpd flow.    The
proposed I&I repair work will effectively increase the plant’s capacity
by approximately 4% to 7%. The Utility will be able to delay increasing
the actual capacity of the treatment plant with the I&~ work proposed in
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this project.
2009).

(See Final Joint Staff Memorandum filed September 25,

19. The project will positively impact the short-term needs of the
wastewater treatment and collection system, provide a realistic operating
capacity consistent with the current economy and allow time to properly
plan for future expansions. (Id.).

20. The pumps in the Piney Creek pump stations are old and worn
out. A new wet well will be constructed at the Little Beaver Pump
Station with new variable frequency pump drives and a workable spare. At
several other pump stations, new pumps will be installed to increase the
flow of each station. Certain stations will also be upgraded with new 8-
inch force mains. (Id.) .

21. Certain permits and approvals, including the DEP’s approval
letter for the plans and specifications, the health permit for
construction and others, have not yet been issued. (Id.).

22. The plant has been meeting its NPDES permits and is well-
operated and maintained. (Id.).

23. There are no apparent violations of the Commission’s Sewer
Rules in the plans and specifications for the proposed project. (Id.).

24. The project is estimated to cost $2,422,826 with an estimated
construction cost of $1,552,045. (Id.) .

25. The engineering fees are 21.9% of the total project cost, which
is high. Of the engineering costs, $125,000 is for costs associated with
designing upgrades for the wastewater treatment plant which are not part
of this project. Staff is concerned about paying for these additional
design costs which may not be needed for many years and, likely, will
need to be changed.    (Id.).

26. The Utili~y’s operation and maintenance expenses will not
change as a result of the project. (Id.) .

27. The Utility considered four alternatives to the proposed plan
and selected the proposed plan as the most cost-effective and efficient
means of providing reasonable additional treatment capacity. (Id.).

28. Staff calculated the additional estimated revenue needed post-
construction to be $146,372, or 7.3% over current rates. The Staff-
recommended post-construction rates provide a debt service coverage of
126.05%. (Id.).

29. Staff recommended that the customer charge assessed to the
Glade Springs and Flat Top Lake service areas continue at the current
rate of $25 a month. (Id.) .

30. Staff recommended approving the certificate and the stimulus
financing. (Id.) .
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CONCLUSIONS OF LAW

i.    The Staff-recommended preconstruction rates are reasonable,
just, based primarily on the cost of providing service and should be
adopted for use by the Utility for all service rendered on and after the
date that this becomes a final order of the Commission.

2. The public convenience and necessity require the project.

3.    The Public Service Commission is empowered to require all
public utilities to demonstrate that a proposed water or sewer project is
economically feasible and financially viable by demonstrating that they
have secured adequate funding to cover all project costs, as those
project costs are determined to be at the conclusion of the bidding
process, and that the resulting rates are just, reasonable, applied
without unjust discrimination or preference and based primarily on the
cost of providing service. See, Town of Man and Man Water Works, Inc.,
Case No. 81-433-W-PC, Order Affirming Hearing Examiner’s Decision, April
16, 1982, 69 ARPSCWV 1893; Ohio County Public Service Commission, Case
No. 82-482-S-CN, Order Affirming Hearing Examiner’s Decision Without
Prejudice~ ~Dril 8~ 1983, 70 ARPSCWV 2049. See also, Sexton v. Public
Service Commission, 188 W. Va. 305, 423 S.E.2d 914, (1992).

4.    In order to accommodate the unique timing issues involving the
economic stimulus funds provided under The American Recovery and Re-
investment Act of 2009 (ARRA), and recognizing that these funds are
available for a short period on a one-time only basis, it is reasonable
to modify some of the Commission’s traditional requirements regarding
certificate applications, as set forth in the ordering paragraphs of this
decision, in the event that the Utility receives ARRA funding for this
project.

5.    Because ARRA funds represent an additional one-time infusion of
capital for West Virginia water and sewer projects, with extremely
favorable terms, it is reasonable to conclude that any funding package
which includes ARRA funds is convenient to the public, without further
review, as long as rates do not have to be increased to support funding
revisions made after a certificate is granted.

6. The proposed financing is reasonable and should be approved.

7. The Staff-recommended post-construction rates are reasonable,
just, based primarily on the cost of providing service and should be
adopted for use by the Utility for all service rendered on and after
substantial completion of the project.

8.    The application for a certificate of convenience and necessity
should be granted without hearing.

9. The Utility’s request for a capital improvement fee should be
denied.

i0. The Utility’s request to increase its leak adjustment rate and
its reconnection and disconnection fees and to levy individual charges
for certain forms of customer payment should be denied.
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ORDER

IT IS, THEREFORE, ORDERED that the rates attached as Appendix A be,
and hereby are, approved for use by the Shady Spring Public Service
District for all service rendered on and after the date that this
decision becomes a final order of the Commission. The Utility shall file
with the Commission a proper tariff and at least five (5) copies within
thirty 130) days of the date that this Order becomes final.

IT IS FURTHER ORDERED that the Shady Spring Public Service District
be, and hereby is, granted a certificate of convenience and necessity to
construct the improvements to its sewer system described in its
application of June 25, 2009, without specifically approving the plans
and specifications thereof. The cost of the approved project shall not
exceed $2,422,826. Approval is contingent upon the Utility obtaining all
necessary state and federal permits before construction.

IT IS FURTHER ORDERED that the proposed financing consisting of a
loan through the Department of Environmental Protection using funds
provided by The American Recovery and Reinvestment .Act of 2009, in the
amount of $2,422,826 at a negative 3% interest rate for a term of 38
years with an administrative fee of 1%, be, and hereby is, approved.

IT IS FURTHER ORDERED that, in the event the Utility receives
additional funding for the project certificated herein, under The
American Recovery and Reinvestment Act of 2009, replacing part or all of
the funding package approved above, the Utility shall file a letter with
the Commission detailing the specifics of that funding package, including
the terms and conditions of any loan awarded.    The Utility is not
required to petition the Commission for approval of that revised project
financing, as long as the ARRA funding package does not require an
additional rate increase. It will be sufficient for the Utility to file
the ARRA funding commitment documentation along with the certification
from its certified public accountant or bond counsel that the revised
funding package is adequate to cover all project costs and does not
require any additional rate increase.

IT IS FURTHER ORDERED that, should the scope or plans for the
project change, or project cost or financing changes require a further
rate increase beyond any reviewed and approved herein, the Utility must
obtain prior Commission approval before commencing construction. Changes
in project cost or financing, including ARRA financing, do not require
separate approval if-those changes do not affect rates and the Utility
submits an affidavit from a certified public accountant to this effect.

IT !S FURTHER ORDERED that the Utility provide the Commission with
a copy of the engineer’s certified bid tabulation for all contracts
awarded on this project as soon as they are available, but no later than
ten (I0) days after the bid opening date.

IT IS FU~’THER ORDERED that the Utility submit to the Commission a
copy of the certificate of substantial completion issued for each
construction contract associated with the project as soon as they are
available, but no later than ten (i0) days of the issuance of such
documents.
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IT IS FURTHER ORDERED that the Utility file copies of the Department
of Environ~ental Protec~ion’s ~pproval letter for the plans and
specifications of the project, the health permit for construction and all
other required permits which have not yet been filed with the Commission,
as soon as they are available.

IT IS FURTHER ORDERED that, if there are any substantive changes in
the project scope or sipnificant changes in the desipn or other aspects
of the project of such magnitude as to require the approval of the West
Virginia Bureau of Public Health, the Utility shall petition the
Commission to reopen the application.

IT IS FURTHER ORDERED that the Utility’s request to charge a capital
improvement fee be, and hereby is, denied.

IT IS FURTHER ORDERED that the Utility’s request to increase its
leak adjustment fee to $3.00 per 1,000 gallons be, and hereby is, denied.

IT IS FURTHER ORDERED that the Utility’s request to increase its
connection and disconnection charges be, and hereby is, denied.

IT IS FURTHER ORDERED that the Utility’s request to levy additional
charges for certain forms of payment from its customers be, and hereby
is, denied.

IT IS FURTHER ORDERED that the rates attached as Appendix B be, and
hereby are, approved for use by the Shady Spring Public Service District
for all service rendered on and after the date of substantial completion
of the project. The Utility shall file with the Commission a proper
tariff and at least five (5) copies within thirty (30) days of the date
that the project is certified as substantially complete.

IT IS FO~THER ORDERED that the Utility co~gly with all rules and
regulations of the Division of Highways regarding the use of Division of
Highways’ rights-of-way, if any are used.

IT IS FURTHER ORDERED that the matter be removed from the open
docket.

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

Leave is hereby granted to the parties to file written exceptions
supported by a brief with the Executive Secretary within fifteen I15]
days of the date this order is mailed. If exceptions are filed, the
parties filing exceptions shall certify that all parties of record have
been served the exceptions.

If no exceptions are filed, this order shall become the order of the
Commission, without further action, five (5) days following the
expiration of the fifteen (15) day time period, unless it is ordered
stayed 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 with
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the Secretary. No such waiver will be effective until approved by order
of the Commission, nor shall any such waiver operate to make any
Administrative Law Judge’s Order the order of the Commission sooner than
five (5) days after approval of such waiver by the Commission.

Keith A. George
Administrative Law Judge

KAG:cdk
091053aa.wpd
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APPENDIX
Page 1 of

SHADY SPRING PUBLIC SERVICE DISTRICT    (SEWER)
CASE NO.    09-!053-PSD-PC-CN

APPROVED RATES PRECONSTRUCTION

SCHEDULE

APPLICABILITY
Applicable within the entire territory served except for the Ghent
area and service areas formerly served by Glade Springs Utility
Limited Liability Company and Flat Top Lake Association

AVAILABILITY OF SERVICE
Available for domestic, commercial, industrial
industrial waste) and resale sewer service.

(except unusual

RATES
Usage Charge $6.92 per 1,000 gallons of water usage

FLAT RATE CHARGE (customers with non-metered water supply)
Equivalent to 4,500 gallons of water usage $31.14 per month.

MINIMUM CHARGE
No bill will be rendered for less than $15.57 per month, which is
equivalent to 2,250 gallons with a 5/8" meter.

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.

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 Raleigh County Public Service District, Cool
Ridge/Flat Top Public Service District, Beckley Water Company, or
West Virginia-American Water Company, Inc., a disconnection fee of
$20.00 shall be charged; or in the event the delinquent sewer bill
is collected by the water company or the District, an administrative
fee of $20.00 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 service termination agreement with Raleigh County Public
Service District, Cool Ridge/Flat Top Public Service District,
Beckley Water Company, or West Virginia-American Water Company,
Inc., is reconnected, a reconnection fee of $20.00 shall be charged.

SECURITY DEPOSIT
Not to exceed two-twelfths (2/12) of the annual estimated charge for
residential service, or two-twelfths (2/12) of the annual estimated
charge for commercial service, or fifty dollars, whichever is
greater,
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APPENDIX A
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DELAYED PAYMENT PENALTY
The above schedule is net. On all accounts not paid in full when
due, ten percent 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 $i00.00 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 preconstruction tap fee will be invalid after the
completion of construction adjacent to the applicant’s premises that
is associated with a certificate proceeding.

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.

LEAK ADJUSTMENT
$i.00 per 1,000 gallons of water 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 a~erage usage.

SCHEDULE II

APPLICABILITY
Applicable to the Ghent area and the territories formerly served by
Glade Springs Utility Limited Liability Company and Flat Top Lake
Association

AVAILABILITY OF SERVICE
Available for domestic, commercial, industrial
industrial waste) and resale sewer service.

(except unusual

RATES (customers with metered water supply)

Customer Charge
$25.00 per month

Each customer shall pay a customer charge of

Commodity Charge    Each customer shall pay a commodity charge of
$6.92 per 1,000 gallons per month.

FLAT RATE CHARGE (customers with non,metered water supply)
Equivalent to 4,500 gallons of water usage, $52.68 per month
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MINIMUM CHARGE
No bill will be rendered for less than $40.57 per month, which is
equivalent to 2,250 gallons with a 5/8" meter.

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.

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 Raleigh County Public Service District, Cool
Ridge/Flat Top Public Service District, Beckley Water Company, or
West Virginia-American Water Company, Inc., a disconnection fee of
$20.00 shall be charged; or in the event the delinquent sewer bill
is collected by the water company or the District, an administrative
fee of $20.00 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 service termination agreement with Raleigh County Public
Service District, Cool Ridge/Flat Top Public Service District,
Beckley Water Company, or West Virginia-American Water Company,
Inc., is reconnected, a reconnection fee of $20.00 shall be charged.

SECURITY DEPOSIT
Not to exceed two-twelfths (2/12) of the annual estimated charge for
residential service, or two-twelfths (2/12) of the annual estimated
charge for commercial service, or fifty dollars, whichever is
greater.

DELAYED PAYMENT PENALTY
The above schedule is net. On all accounts not paid in full when
due, ten percent 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 $i00,00 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 preconstruction tap fee will be invalid after the
completion of construction adjacent to the applicant’s premises that
is associated with a certificate proceeding.

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.
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LEAK ADJUSTMENT
$I.00 per 1,000 gallons of water 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 III

SURCHARGE    FORMULA    TO    BE    APPLIED    IN    CASES    WHERE     SURFACE    DRAINAGE    IS
CONNECTED TO THE UTILITY’S SEWER SYSTEM

APPLICABILITY
Whenever the utility has discovered that a customer’s roof drain,
downspoutj storm sewer or similar facilities conducting surface
water have been connected to the Utility’s sewer system, and such a
customer has failed to take appropriate action, within thirty (30)
days of receipt of a demand by the Utility 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:

S = A x R x .0006233 x C

0.0006233 =

The surcharge in dollars
The area under roof and/or the area of any other
water collection surface connected to the sanitary
sewer, in square feet
The measured monthly rainfall, in inches
A conversion factor to change inches of rain x
square feet of surface water to thousands of gallons
of water
The utility’s approved rate per thousand gallons of
metered water usage

The Utility 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.
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SCHEDULE IV

SURCHARGE FORMULA TO BE APPLIED TO A CUSTOMER 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 wastewater 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
wastes, and the cost of transport and treatment thereof, will be
made. Waste containing materials which, in the judgment of the
Utility, should not be introduced into the sewer system need not be
handled 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 investigation
aforesaid and an audit of the Shady Spring Public Service District
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 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
adjustment will be made as aforesaid.

SCHEDULE V

APPLICABLE INSIDE AND OUTSIDE THE CORPORATE LIMITS OF THE SHADY SPRING
PUBLIC SERVICE DISTRICT

Where the amount of sanitary sewage discharged into the Shady Spring
waste 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 Shady Spring Public Service District a sewer charge
calculated at fifty (50) gallons of water per day per each employee
at the plant each working day.

Public Service Commission
of West Virginia

Charleston
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SCHEDULE VI

APPLICABILITY
Applicable in entire territory served

AVAILABILITY OF SERVICE
Available for wastewater and leachate haulers

RATES
--Usage Charge - Each hauler shall ~ay a commodity charge of $25.00

per 1,000 gallons per load. Load will be two times the actual
capacity of the truck or other transport method delivering
wastewater and leachate. Actual capacity shall be determined or
verified by the Shady Spring PSD.

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

PubLic Sex.ice Commission
of West Virginia

Charleston
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SHADY SPRING PUBLIC SERVICE DISTRICT    (SEWER)
CASE NO. 09-1053-PSD-PC-CN

APPROVED RATES - POST-CONSTRUCTION

SCHEDULE

APPLICABILITY
Applicable within the entire territory served except for the Ghent
area and service areas formerly served by Glade Springs Utility
Limited Liability Company and Flat Top Lake Association

AVAILABILITY OF SERVICE
Available for domestic, commercial, industrial
industrial waste) and resale sewer service.

(except unusual

RATES
Usage Charge $7.55 per 1,000 gallons of water usage

FLAT RATE CHARGE (customers with non-metered water supply)
Equivalent to 4,500 gallons of water usage $33.98 per month.

MINIMUM CHARGE
No bill will be rendered for less than $16.99 per month, which is
equivalent to 2,250 gallons with a 5/8" meter.

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.

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 Raleigh County Public Service District, Cool
Ridge/Fiat Top Public Service District, Beck!ey Water Company, or
West Virginia-American Water Company, Inc., a disconnection fee of
$20.00 shall be charged; or in the event the delinquent sewer bill
is collected by the water company or the District, an administrative
fee of $20.00 shall be charged.

Whenever water service, which has been previously disconnected or
otherwise withheld for non-payment of a sewer billin conjunction
with a service termination agreement with Raleigh County Public
Service District, Cool Ridge/Flat Top Public Service Distrfct,
Beckley Water Company, or West Virginia-American Water Company,
Inc., is reconnected, a reconnection fee of $20.00 shall be charged.

SECURITY DEPOSIT
Not to exceed two-twelfths (2/12) of the annual estimated charge for
residential service, or two-twelfths (2/12) of the annual estimated
charge for commercial service, or fifty dollars, whichever is
greater.

Public Service Commission
of West Virginia

Charleston



APPENDIX
Page 2 of

DELAYED PAYMENT PENALTY
The above schedule is net. On all accounts not paid in full when
due, ten percent 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 $I00.00 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 preconstruction tap fee will be invalid after the
completion of construction adjacent to the applicant’s premises that
is associated with a certificate proceeding.

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.

LEAK ADJUSTMENT
$i.00 per 1,000 gallons of water 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

APPLICABILITY
Applicable to the Ghent area and the territories formerly served by
Glade Springs Utility Limited Liability Company and Flat Top Lake
Association

AVAILABILITY OF SERVICE
Available for domestic, commercial, industrial
industrial waste) and resale sewer service,

(except unusual

RATES (customers with metered water supply)

Customer Charge
$25.00 per month

Each customer shall pay a customer charge of

Commodity Charge - Each customer shall pay a commodity charge of
$7.55 per 1,000 gallons per month.

FLAT RATE CHARGE {customers with non-metered water supply)
Equivalent to 4,500 gallons of water usage, $55.20 per month

Public Service Commission
of West Virginia

Charleston
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MINIMUM CHARGE
No bill will be rendered for less than $41.99 per month, which is
equivalent to 2,250 gallons with a 5/8" meter.

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.

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 Raleigh County Public Service District, Cool
Ridge/Flat Top Public Service District, Beckley Water Company, or
West Virginia-American Water Company, Inc., a disconnection fee of
$20.00 shall be charged; or in the event the delinquent sewer bill
is collected by the water company or the District, an administrative
fee of $20.00 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 service termination agreement with Raleigh County Public
Service District, Cool Ridge/Flat Top Public Service District,
Beckley Water Company, or West Virginia-American Water Company,
Inc., is reconnected, a reconnection fee of $20.00 shall be charged.

SECURITY DEPOSIT
Not to exceed two-twelfths (2/12) of the annual estimated charge for
residential service, or two-twelfths (2/12) of the annual estimated
charge for commercial service, or fifty dollars, whichever is
greater.

DELAYED PAYMENT PENALTY
The above schedule is net. On all accounts not paid in full when
due, ten percent 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 $I00.00 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 preconstruction tap fee will be invalid after the
completion of construction adjacent to theapplicant’s premises that
is associated with a certificate proceeding.

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.

Public Se~ice Commission
of West Vir~nia

Charleston
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LEAK A]3JUSTMENT
$i.00 per 1,000 gallons of water 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 III

SURCHARGE    FORMULA    TO    BE    APPLIED     IN    CASES    WHERE     SURFACE    DP~AINAGE    IS
CONNECTED TO THE UTILITY’S SEWER SYSTEM

APPLICABILITY
Whenever the utility has discovered that a customer’s roof drain,
downspout, storm sewer or similar facilities conducting surface
water have been connected to the Utility’s sewer system, and such a
customer has failed to take appropriate action, within thirty (30)
days of receipt of a demand by the Utility 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:

S = A x R x .0006233 x C

0.0006233 =

The surcharge in dollars
T~be area under roof and/or the area of any other
water collection surface connected to the sanitary
sewer, in square feet
The measured monthly rainfall, in inches
A conversion factor to change inches of rain x
square feet of surface water to thousands of gallons
of water
The utility’s approved rate per thousand gallons of
metered water usage

The Utility 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.

Public Service Commission
of West Virginia

Charleston
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SCHEDULE IV

SURCHARGE FORMULA TO BE APPLIED TO A CQSTOMER 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 wastewater 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
wastes, and the cost of transport and treatment thereof, will be
made. Waste containing materials which, in the judgment of the
Utility, should not be introduced into the sewer system need not be
handled 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 investigation
aforesaid and an audit of the Shady Spring Public Service District
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 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
adjustment will be made as aforesaid.

SCHEDULE V

APPLICABLE    INSIDE AND OUTSIDE    THE    CORPORATE    LIMITS    OF THE    SHADY    SPRING

PUBLIC SERVICE DISTRICT
Where the amount of sanitary sewage discharged into the Shady Spring
waste 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 Shady Spring Public Service District a sewer charge
calculated at fifty (50) gallons of water per day per each employee
at the plant each working day.

Public Service Commission
of West Virginia

Charleston
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SCHEDULE VI

APPLICABILITY
Applicable in entire territory served

AVAILABILITY OF SERVICE
Available for wastewater and leachate haulers

RATES
--Usage Charge - Each hauler shall pay a commodity charge of $25.00

per 1,000 gallons per load.    Load will be two times the actual
capacity of the truck or other transport method delivering
wastewater and leachate. Actual capacity shall be determined or
verified by the Shady Spring PSD.

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

Public Service Commission
of West Virginia

Chazleston



SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

CROSS-RECEIPT FOR BONDS AND BOND PROCEEDS

The undersigned authorized representative of West Virginia Water Development
Authority (the "Authority"), for and on behalf of the Authority and James Wood Jr., Chairperson
of the Shady Springs Public Service District (the "Issuer"), for and on behalf of the Issuer,
hereby certify as follows:

1.    On the 25th day of October, 2010, the Authority received the entire
original issue of $2,422,826 in aggregate principal amount of the Shady Springs Public Service
District Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund) (the "Series
2010 Bonds"), dated October 25, 2010 and issued as a single, fully registered Bond, numbered
R-1.

2.    At the time of such receipt of the Series 2010 Bonds upon original
issuance, the same had been executed by James Wood Jr., as Chairperson of the Issuer, by his
manual signature, and by Loyd W. Crook, as Secretary of the Issuer, by his manual signature,
and the official seal of the Issuer had been affixed upon the Series 2010 Bonds.

3.    The Issuer has received and hereby acknowledges receipt from the
Authority and the West Virginia Department of Environmental Protection (the "DEP"), as the
original purchaser of the Series 2010 Bonds, of the sum of $292,528.00, being a portion of the
principal amount of the Series 2010 Bonds, there being no interest accrued thereon. The balance
of the proceeds of the Series 2010 Bonds will be advanced from time to time by the Authority
and the DEP as the acquisition and construction of the Project progress.

WITNESS our respective signatures as of this 25th day of October, 2010.

WEST VIRGINIA WATER DEVELOPMENT

AUTH~ .- ¯
Authorized l~presentative

//f~ ~hairpex~s°n

3182203.1
Cross-Receipt for Bonds



SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(STATE REVOLVING FUND)

DIRECTION TO AUTHENTICATE AND DELIVER BONDS

City National Bank of West Virginia,
as Bond Registrar

Beckley, West Virginia

Ladies and Gentlemen:

There are delivered to you herewith:

(1)    Bond No. R-l, constituting the entire original issue of the Shady Springs
Public Service District Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund),
in the principal amount of $2,422,826, dated October 25, 2010 (the "Series 2010 Bonds")
executed by the Chairperson and Secretary of Shady Springs Public Service District (the
"Issuer") and bearing the official seal of the Issuer, authorized to be issued under and pursuant to
a Bond Resolution duly adopted by the Issuer on October 20, 2010, and a Supplemental
Resolution duly adopted by the Issuer on October 20, 2010 (collectively, the "Resolution");

(2) A copy of the Resolution authorizing the issuance of the above-captioned
Series 2010 Bonds, duly certified by the Secretary of the Issuer;

(3) An executed Bond Purchase Agreement by and among the Issuer, the
West Virginia Water Development Authority and the West Virginia Department of
Environmental Protection, for the Series 2010 Bonds (the "Bond Purchase Agreement"); and

(5)    Signed opinion of nationally recognized bond counsel regarding the
validity of the Bond Purchase Agreement and the Series 2010 Bonds.

You are hereby requested and authorized to deliver the Series 2010 Bonds to the
Authority upon payment to the account of the Issuer of the sum of $292,528.00, which amount
represent the initial advance of the principal amount of the Series 2010 Bonds, there being no
accrued interest thereon. Prior to such delivery of the Series 2010 Bonds, you will please cause
the Series 2010 Bonds to be authenticated and registered by an authorized officer, as Bond
Registrar, in accordance with the form of Certificate of Authentication and Registration thereon.

3182205.1
Direction to Authenticate and Deliver Bonds



Dated this 25th day of October, 2010.

SHADY SPRINGSJLIC
SERVICE D~T /

By:
~." Chairperson

3182205.1
Direction to Authenticate and Deliver Bonds



UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

No. R-1 SPECIMEN $2,422,826

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRINGS
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 special funds provided therefor, as
hereinafter set forth, to the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY
(the "Authority") or registered assigns the sum of TWO MILLION FOUR HUNDRED
TWENTY-TWO THOUSAND EIGHT HUNDRED TWENTY-SIX DOLLARS
($2,422,826) or such lesser amount as shall have been advanced to the Issuer hereunder
and not previously repaid, as set forth in the "Record of Advances" attached as EXHIBIT
A hereto and incorporated herein by reference, in quarterly installments on March 1, June
1, September 1 and December 1 of each year commencing June 1, 2012, as set forth on the
"Debt Service Schedule" attached as EXHIBIT B hereto and incorporated herein by
reference. The SRF Administrative Fee (as defined in the hereinafter described Bond
Legislation) shall also be payable quarterly on March 1, June 1, September 1 and
December 1 of each year, commencing June 1, 2012, as set forth on EXHIBIT B attached
hereto.

This Bond shall bear no interest. Principal installments of this Bond are
payable in any coin or currency which, on the respective dates of payment of such
installments, is legal tender for the payment of public and private debts under the laws of
the United States of America, at the office of the West Virginia Municipal Bond
Commission, Charleston, West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority and the West Virginia
Department of Environmental Protection (the "DEP"), and upon the terms and conditions
prescribed by, and otherwise in compliance with, the Bond Purchase Agreement by and
among the Issuer, the Authority and the DEP, dated October 12, 2010.

This Bond is issued (i) to pay a portion of the costs of acquisition,
construction and improvement of public sewer facilities of the Issuer (the "Project"); and
(ii) to pay certain costs of issuance hereof and related costs. The existing public sewerage
facilities of the Issuer, the improvements thereto provided by 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 statutes of the State



of West Virginia, including particularly Chapter 16, Article 13A and Chapter 22C, Article
2 of the Code of West Virginia, 1931, as amended (collectively, the "Act"), a Bond
Resolution duly adopted by the Issuer on October 20, 2010, and a Supplemental Resolution
duly adopted by the Issuer on October 20, 2010 (collectively, the "Bond Legislation"), and
is subject to all the terms and conditions thereof. The Bond Legislation provides for the
issuance of additional bonds under certain conditions, and such bonds would be entitled to
be paid and secured equally and ratably from and by the funds and revenues and other
security provided for this Bond under the Bond Legislation.

THIS BOND IS ISSUED ON PARITY AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER RESPECTS,
WITH THE "PRIOR BONDS" DESCRIBED IN THE BOND LEGISLATION.

This Bond is payable only from and secured by a pledge of the Net
Revenues (as defined in the Bond Legislation) to be derived from the System, on a parity
with the pledge of Net Revenues in favor of the holders of the Prior Bonds, and from
moneys in the reserve account created under the Bond Legislation for the Bonds (the
"Series 2010 Bonds Reserve Account") and unexpended proceeds of this Bonds. Such Net
Revenues shall be sufficient to pay the principal of and interest, if any, on all bonds which
may be issued pursuant to the Act and which shall be set aside as a special fund hereby
pledged for such purpose. This Bond does not constitute an indebtedness of the Issuer
within the meaning of any constitutional or statutory provisions or limitations, nor shall the
Issuer be obligated to pay the same, except from said special fund provided from the Net
Revenues, the moneys in the Series 2010 Bonds Reserve Account and unexpended Bond
Proceeds of this Bond. Pursuant to the Bond Legislation, the Issuer has covenanted and
agreed to establish and maintain just and equitable rates and charges for the use of the
System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 115% of the
maximum amount payable in any year for principal of and interest, if any, on the Bonds
and all other obligations secured by a lien on or payable from such revenues on a parity
with the Bonds, including the Prior Bonds; provided however, that so long as there exists
in the Series 2010 Bonds Reserve Account, an amount at least equal to the maximum
amount of principal and interest, if any, which will become due on this Bond in the then
current or any succeeding year, and in the respective reserve accounts established for any
other obligations outstanding on a parity with the Bonds, including the Prior Bonds, an
amount at least equal to the requirement therefor, such percentage may be reduced to
110%. The Issuer has entered into certain further covenants with the registered owners of
the Bonds for the terms of which reference is made to the Bond Legislation. Remedies
provided the registered owners of the Bonds are exclusively as provided in the Bond
Legislation, to which reference is here made for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of the Registrar (as
defined in the Bond Legislation) by the registered owner, or by its attorney duly authorized

2



in writing, upon the surrender of this Bond, together with a written ins~6nt ~6~ ff~sfer .......
satisfactory to the Registrar duly executed by the registered owner or its attorney duly
authorized in writing.

Subject to the registration requirements set forth herein, this Bond, under
the provision of the Act is, and has all the qualities and incidents of, a negotiable
instrument under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law and the
Bond Legislation, shall be applied solely to payment of the costs of the Project and the
costs of issuance hereof as described in the Bond Legislation, and there shall be and hereby
is created and granted a lien upon such moneys, until so applied, in favor of the registered
owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at the
issuance of this Bond do exist, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or
statutes of the State of West Virginia and that a sufficient amount of the Net Revenues of
the System has been pledged to and will be set aside into said special fund by the Issuer for
the prompt payment of the principal of and interest on this Bond.

All provisions of the Bond Legislation, resolutions and 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.

3



IN WITNESS WHEREOF, SHADY SPRINGS PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairperson and its corporate seal to
be hereunto affixed and attested by its Secretary, and has caused this Bond to be dated
October 25, 2010.

[SEAL]

C~erson

ATTEST:

Secretary

3184700.1
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2010 Bonds described in the
within-mentioned Bond Legislation and has been duly registered in the name of the
Registered Owner set forth above, as of the date set forth below.

Date: October 25, 2010.

CITY NATIONAL BANK OF WEST

VIRGINIA~egistrar          ^

Its Authorized Office

3184700.1



EXHIBIT A
RECORD OF ADVANCES

AMOUNT

(1) $292,528.00

(2) $

(3) $
(4)$

(5) $
(6) $

DATE

October 25, 2010

AMOUNT

(7) $

(8) $

(9) $
(10) $

(11)$

(12) $

DATE

TOTALS



EXHIBIT B

DEBT SERVICE SCHEDULE



{C1877102.1 ]

SCHEDULE Y
DEBT SERVICE SCHEDULE

~.~ S, hady Spring_PSO
CW SRF

30 Years, 0% interest Rate
0,5% Administrative Fee

10/:12/,10i

Principal Interestl Debt S.e_n/ice

20,191
20,191 ...... 20,19!

20,19z ’ ’

20,191 20,191

20,~i
"~b,~it "

.... 2o,19~,
_20,19~ _ ..
,,~o,19~
2o,19~t ........

, _.2o,~ ,

’ ....

..... 2o,~    ~

...., .... [ .... 20.~
....... ~,~

20,~
...... ~,~,

.......... ?o,~

.. ~ ..... 20,~
.~,~
2o,~

.......... ~ ..........
, ,~,~
2o,~
~,~..
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Period

........... Ending
,311~,22

.... 9/1/~,,,
........ _12/~/22

311/23
.__ 611/23

9/1/23 ~

6~1/24
9/~24

.. ShadySpdng.PSD .........
CW SRF

30 ~e~a~, .0% Interest Rate ..........
0.5% Administrative Fee

Principal
20,190
2~19o
20,190
20,190

,2o,~._~o
20,190
20,190

20,190

Interest Debt Service

......... 20,190
20,190

20,190
2o,~

I ..... ~/~2~!" 2o,~o’ ~ ............. ’ ........... ~0,~
i ~/~2s~. 2o,~_~o , 2.o,..~o .. _

~ ~ ~o,~ - -    ~ ~o.~
~ ~il ~ ~ ~,~ ..........~ ~o,,~

~/~z~ 2o,~ .......... 2o,~

a/~75 2o, z~ 2o,~
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Sha._d S)L~p_~_I) PSD
CW SRF

30 Years, O~ Interest Rite ..................
0.5% Administrative Fee .....

1 Period
I Ending Principal Interest Debt Service .....................
~ 9/~/32: 20,190 ~ 20,~0
i ~2/____~3z 20__,.~0 20j.~

3/~33 ..... ?0,I~0 .....
i- 6/~33~ 20,~0 ........ ,20,~0 .....

9/~/33 20,~0 20,~0
12/~/33 20,~q0 20,~0

3/~/34 20,~ ~ 20,~0 ........
. 6/~/34 20,~0 ..     20,~. ._

.. ~2/~.. . ?0,~0 . . 20,~0 ._
3/~/3s 20,~0 .... 20,~

9/~/35 . 20,~0 20,~
........ ~2/¥3~ 20,~ ...................... 20,~0
............ 3/~3~ ..... 20,~0 .......... 20,~.

........ ~/~36 20,~90 20,too .......
~.~36 ..2o,~o ........

_ " ~/~7 ......... _2o,~o. ’     . 2o,~.., ,_ ,,,

...... ~I~_~7 ,, ,2o,~ .... :
~37 .2o,~o 2o,~o ..

-.. ~.        91~39.._ 20,I~0.

....... ~,~m 2o, mo~ 20,L~O
.....

..... C:~/41 ......... 20, .~ ......... 20, .’1~0 .........
9/Z/41 20,190

...... 1Z/~41. .. 20, .~0. .......... 20,~0.
3/...~42 20,~91i 20, ~..!" ...

*Plus a quarterly Adml_nls .tratlve_fee_of $~5_26.~88 for.a total admlnlstratlve expense of $a~3,225.60

(C1877102.1 }
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ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint
Attorney to transfer said Bond on the books kept for

registration thereof with full power of substitution in the premises.

Dated: ,

In the presence of:



101 South Queen Street
Martinsburg, West Virginia 25401

(304) 263-0836

7000 Hampton Center
Morgantown, West Virginia 26505

(304) 285-2500

5th Floor, United Square
501 Avery Street

Parkersburg, West Virginia 26101
(304) 485-8500

BowlesR ce
McDAv[D G~,AI~F & Love LLP

600 Quarrier Street
Charleston, West Virginia 25301

Post Office Box 1386
Charleston, West Virginia 25325-1386

(304) 347-1100

www.bowlesrice.com

October 25, 2010

333 West Vine Street, Suite 1700
Lexington, Kentucky 40507-1639

(859) 252-2202

480 West Jubal Early Drive
Suite 130

Winchester, Virginia 22601
(540) 723-8877

2400 Cranberry Square
Morgantown, West Virginia 26508-9209

(304) 594-1000

Shady Springs Public Service District
Post Office Box 235
Beaver, West Virginia 25813

West Virginia Water Development Authority
180 Association Drive
Charleston, West Virginia 25301

West Virginia Department of
Environmental Protection

601 57th Street, S. E.
Charleston, West Virginia 25304

Re: Shady Springs Public Service District
Sewer Revenue Bonds,
Series 2010 (Clean Water State Revolving Fund)

Ladies and Gentlemen:

We have served as Bond Counsel in connection with the issuance by Shady Springs
Public Service District (the "Issuer"), a public service district, public corporation and political
subdivision created and existing under the laws of the State of West Virginia, of its $2,422,826
Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund) (the "Series 2010 Bonds"),
dated the date hereof.

We have examined a certified copy of proceedings and other papers relating to the
authorization of a (i) Bond Purchase Agreement dated October 12, 2010, including all schedules
and exhibits attached thereto (the "Bond Purchase Agreement"), among the Issuer, the West
Virginia Water Development Authority (the "Authority") and the West Virginia Department of
Environmental Protection (the "DEP") and (ii) the Series 2010 Bonds, which are to be purchased by
the Authority in accordance with the provisions of the Bond Purchase Agreement. The Series 2010
Bonds are issued in the principal amount of $2,422,826, in the form of one bond registered as to
principal to the Authority, with no interest and with principal payable March 1, June 1, September 1
and December 1 of each year, commencing June 1, 2012, all as set forth in "Schedule Y" attached
to the Bond Purchase Agreement and incorporated in and made a part of the Series 2010 Bonds.
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The Series 2010 Bonds are subject to an SRF Administrative Fee equal to 1/2% of the principal
amount of the Series 2010 Bonds as set forth in "Schedule Y" attached to the Bond Purchase
Agreement.

The Series 2010 Bonds are issued under the authority of and in full compliance with
the Constitution and statutes of the State of West Virginia, including particularly, Chapter 16,
Article 13A and Chapter 22C, Article 2 of the Code of West Virginia, 1931, as amended
(collectively, the "Act") for the purposes of (i) permanently financing a portion of the costs of
acquisition and construction of certain additions, betterments and improvements to the existing
public sewer system of the Issuer (the "Project"); and (ii) paying certain costs of issuance and
related costs.

We have also examined the applicable provisions of the Act and the Bond Resolution
duly adopted by the Issuer on October 20, 2010, as supplemented by a Supplemental Resolution
duly adopted on October 20, 2010 (collectively, the "Resolution"), pursuant to and under which Act
and Resolution the Series 2010 Bonds are authorized and issued and the Bond Purchase Agreement
has been undertaken. The Series 2010 Bonds are subject to redemption prior to maturity to the
extent, at the time, under the conditions and subject to the limitations set forth in the Resolution and
the Bond Purchase Agreement. All capitalized terms used herein and not otherwise defined herein
shall have the same meanings set forth in the Resolution and the Bond Purchase Agreement.

Based upon the foregoing, and upon our examination of such other documents as we
have deemed necessary, we are of the opinion, under existing law, as follows:

1.    The Bond Purchase Agreement has been duly authorized by and executed on
behalf of the Issuer and is a valid and binding special obligation of the Issuer enforceable in
accordance with the terms thereof.

2.    The Bond Purchase Agreement inures to the benefit of the Authority and the
DEP and cannot be amended so as to affect adversely the rights of the Authority or the DEP or
diminish the obligations of the Issuer without the consent of the Authority and the DEP.

3.    The Issuer is a duly organized and presently existing public service district,
public corporation and political subdivision of the State of West Virginia with full power and
authority to construct and acquire the Project, to operate and maintain the System, to adopt the
Resolution and to issue and sell the Series 2010 Bonds, all under the Act and other applicable
provisions of law.

4.    The Resolution and all other necessary orders and resolutions have been duly
and effectively adopted by the Issuer in connection with the issuance and sale of the Series 2010
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Bonds and constitute valid and binding obligations of the Issuer enforceable against the Issuer in
accordance with their terms. The Resolution contains provisions and covenants substantially in the
form of those set forth in Section 4.1 of the Bond Purchase Agreement.

5.    The Series 2010 Bonds have been duly authorized, issued, executed and
delivered by the Issuer to the Authority and are valid and legally enforceable and binding special
obligations of the Issuer, payable from the Net Revenues of the System and secured by a first lien
on and pledge of the Net Revenues of said System, on parity with the liens, pledge and source of
and security for payment in favor of the holders of the Prior Bonds, all in accordance with the terms
of the Series 2010 Bonds and the Resolution.

6.    The Series 2010 Bonds are, under the Act, exempt from taxation by the State
of West Virginia, and the other taxing bodies of the State.

7.    The Series 2010 Bonds have not been issued on the basis that the interest, if
any, thereon is or will .be excluded from the gross income of the owners thereof for federal income
tax purposes. We express no opinion regarding the excludability of such interest from the gross
income of the owners thereof for federal income tax purposes or other federal tax consequences
arising with respect to the Series 2010 Bonds.

8.    The Issuer has reserved the right to issue additional bonds ranking on a parity
with the Series 2010 Bonds, as provided in the Resolution.

No opinion is given herein as to the effect upon enforceability of the Series 2010
Bonds, the Bond Purchase Agreement or the Resolution of bankruptcy, insolvency, reorganization,
moratorium, fraudulent conveyance, fraudulent transfer or other laws affecting creditors’ rights or
in the exercise of judicial discretion in appropriate cases.

We have examined the executed and authenticated Bond No. R-1 and are of the
opinion that the form of said bond and its execution and authentication are regular and proper.

Very truly yours,

BOWLES RICE MCDAVID GRAFF & LOVE LLP
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ATTO RN EY AT LAW

WV STATE BAR ID# 3095

RICHMOND LAW OFFICE
304 SOUTH HEBER ST.

BECKLEY, WEST VIRGINIA 2580]

October 25, 2010

TE)_EPHONE

FAX

(304) 255-4091

(304) 929-2200

Shady Springs Public Service District
P.O. Box 235
Beaver, West Virginia 25813

West Virginia Departlnent of Environmental Protection
1560 Kanawha Boulevard, East
Charleston, West Virginia 25311

West Virginia Water Development Authority
180 Association Drive
Charleston, West Virginia 25311

Cam Siegrist
Bowles Rice McDavid Graff& Love LLP
P.O. Box 1386
Charleston, West Virginia 25325-1386

Re: Shady Springs Public Service District Sewer Revenue Bonds,
Series 2010 (Clean Water Revolving Fund)

.Dear Ladies and Gentlemen:

As counsel for the Shady Springs 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"), I have examined (i) the approving opinion of Bowles
Rice McDavid Graff & Love LLP, as bond counsel; (ii) the Bond Purchase Agreement
for the Series 2010 dated October 12, 2010, including all schedules and exhibits attached
thereto, by and among the Issuer, the West Virginia Water Development Authority (the
"Authority"), and the West Virginia Department of Enviromaqental Protection (the
"DEP"), for the Series 2010 Bonds (the "Bond Purchase Agreement"); (iii) the Bond
Resolution and Supplemental Resolution duly adopted by the Issuer on October 20, 2010
authorizing the issuance of the Series 2010 Bonds (collectively, the "Resolution"); and
(iv) other documents, papers, agreements, instruments and certificates relating to the
above-captioned bonds of the Issuer (the "Bonds"), and orders of the County
Commission of Raleigh County relating to the Issuer and the appointment of members of
the Public Service Board of the Issuer. All capitalized terms used herein and not defined
herein Shall have the sanae meanings set forth in the Resolution when used herein.
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Based upon the foregoing and upon my examination of such other documents as I
have deemed necessary, I am of the opinion as follows:

The Issuer is duly created and validly existing as a public service district
and is a public corporation and political subdivision of the State of West
Virginia.

o The Bond Purchase Agreement has been duly authorized, executed and
delivered by the Issuer, and assuming due authorization, execution and
delivery by the Authority and the DEP, constitutes a valid and binding
agreement of the Issuer enforceable in accordance with its terms.

o The members and officers of the Public Service Board of the Issuer have
been duly and properly appointed and elected, have taken the requisite
oaths and are authorized to act in their respective capacities on behalf of
the Issuer.

o The Resolution has been duly adopted by the Board and is in full force and
effect;

° To the best of my knowledge, the execution and delivery of the Series
2010 Bonds and the Bond Purchase Agreement and the consummation of
the transactions contemplated by the Series 2010 Bonds, the Bond
Purchase Agreement, and the Resolution, and the carrying out of the terms
thereof, do not and will not, in any material respect, conflict with or
constitute, on the part of the Issuer, a breach of or default under any
resolution, agreement, document or instrument to which the Issuer is a
party or its properties are bound or any existing law, regulation, order or
decree to which the Issuer is subject;

The Issuer has received, or. there have been entered, all permits, licenses,
approvals, consents, exemptions, orders, certificates, and authorizations
necessary for the creation and existence of the Issuer, the issuance of the
Series 2010 Bonds, the acquisition and construction of the Project,the
operation of the System and the imposition of rates and charges, including,
without limitation, all requisite orders, consents, certificates and approvals
from the County Commission of Raleigh County, the DEP, and the West
Virginia Infrastructure and Jobs Development Council, provided that no
opinion is given with respect to any consents, orders, or other
authorizations required from the Public Service Commission of West
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Virginia, it being my understanding that a separate opinion on such
matters is being delivered concurrently herewith by H. Wyatt Hanna III,
Esquire, and the Issuer has taken any other action required for the
imposition of such rates and charges, including, without limitation, the
adoption of a resolution prescribing such rates and charges.

To the best of my knowledge, there is no litigation, action, suit,
proceeding or investigation at law or in equity before or by any court,
public board or body, pending or threatened, wherein an unfavorable
decision, ruling or finding would adversely affect the transactions
contemplated by the Bond Purchase Agreement, the Series 2010 Bonds
the Resolution, the acquisition and construction of the Project, the
operation of the System, the validity of the Series 2010 Bonds, the
collection of the Gross Revenues or the pledge of the Net Revenues for the
payment of the Series 2010 Bonds.

o I have ascertained that all successful bidders have provided the drug-free
workplace affidavit, submitted their drag-free workplace plan, and the
contracts contain language that complies witti the Drug-Free Workplace
Act, Article 1D, Chapter 21 of the West Virginia Code of 1931, as
amended. I have also ascertained that all successful bidders have made
the required provisions for all insurance and payment and performance
bonds and verified such insurance policies and binders and such bonds for
accuracy. Based upon my review of the contracts, the surety bonds and
the policies of other evidence of insurance coverage in connection with the
Project, I am of the opinion that such surety bonds and policies (1) are in
compliance with the contracts; (2) are adequate in form, substance and
amount to protect the various interest of the Issuer; (3) have been executed
by duly authorized representatives of the proper parties; (4) meet the
requirements of the Act, the Resolution and the Bond Purchase
Agreement; and (5) all such other documents constitute valid and legally
binding obligations of the parties thereto in accordance with the terms,
conditions, and provisions thereof.

This opinion may be relied upon by all counsel to the transaction as if specifically
addressed thereto.
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Should you have any questions or comments, please do not hesitate to contact me
at your earliest convenience.

WFR/trf

Sinc~rely,~.~~~U~~: .

W.F. ic /

/



H. Wyatt Hanna III
Attorney at Law

H. Wyatt Halma, III WV State Bar No. 1579

P. O. Box 8070 ¯ South Charleston, West Virginia 25303
(304) 744-3150 ¯ Fax (304) 744-3157

October 25, 2010

Shady Springs Public Service District
Post Office Box 235
Beaver, West Virginia 25813

Bowles Rice McDavid Graft & Love LLP
600 Quarrier Street
Charleston, West Virginia 25301

West Virginia Water Development Authority
180 Association Drive
Charleston, West Virginia 25301

West Virginia Department of
Environmental Protection

601 57m Street, S. E.
Charleston, West Virginia 25304

Re: Shady Springs Public Service District
Sewer Revenue Bonds, Series 2010 (Clean Water State Revolvin~ Fund)

Ladies and Gentlemen:

I am special counsel to Shady Springs 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"), with respect to matters relating to the Public Service
Commission of West Virginia. As such counsel, I have examined (i) the approving opinion of
Bowles Rice McDavid Graft & Love LLP, as bond counsel; (ii) the Bond Resolution and
Supplemental Resolution duly adopted by the Issuer on October 20, 2010 authorizing the
issuance of the above-captioned Bonds (collectively, the "Resolution"); and (iii) other
documents, papers, agreements, instruments and certificates relating to the above-captioned
bonds of the Issuer (the "Bonds"). All capitalized terms used herein and not defined herein shall
have the same meanings set forth in the Resolution when used herein.
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Based upon the foregoing and upon my examination of such other documents as I
have deemed necessary, I am of the opinion as follows:

1.     The Issuer has received, or there have been entered, all permits, licenses,
approvals, consents, exemptions, orders, certificates and authorizations from the Public Service
Commission of West Virginia necessary for the creation and existence of the Issuer, the issuance
of the Bonds, the acquisition and construction of the Project, the operation of the System and the
imposition of rates and charges. The Issuer has received the Recommended Decision of the
Public Service Colnmission of West Virginia entered October 14, 2009, which became the Final
Order of the Public Service Commission of West Virginia on November 3, 2009, as
supplemented and amended by the Commissioner Order issued on October 8, 2010, in Case No.
09-1053-PSD-PC-CN (collectively, the °°Order"). The time for appeal of such Order has expired
prior to the date hereof or has been waived by all parties. Such Order, among other things,
grants the Issuer a certificate of public convenience and necessity for the Project and approves
financing for the Project and the rates and charges for the System. Such Order remains in full
force and effect.

2. The Issuer has duly published a notice of the acquisition and construction of
the Project, issuance of the Bonds and related matters, as required by the Code of West Virginia,

9" ,1 _~1 as amended.

This opinion may be relied upon by all counsel to the transaction as if specifically
addressed thereto.

Very truly yours,

H. Wyatt Hamaa, III
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October 25, 2010

TELEPHONE

FAX

(304) 255-4091

(304) 929-2200

Shady Springs Public Service District
P.O. Box 235
Beaver, West Virginia 25813

West Virginia Department of Environmental Protection
1560 Kanawha Boulevard, East
Charleston, West Virginia 25311

West Virginia Water Development Authority
18.0 Association Drive
Charleston, West Virginia 25311

Cam Siegrist
Bowles Rice McDavid Graff & Love LLP
P.O. Box 1386
Charleston, West Virginia 25325-1386

Re: Final Title Opinion for Shady Springs Public Service District
Glade Spring Pump Stations Upgrade Project

Dear Sirs:

This is to advise you that I am General Counsel for the Shady Springs Public
Service District (the "Issuer") in connection with a proposed project to construct the
Glade Spring Pump Stations Upgrade Project (the "Project"). I provide this final title
opinion on behalf of the Issuer to satisfy the requirements of the West Virginia
Department of Environmental Protection (the "DEP") for the Project. Accordingly,
please be advised of the following:

I am of the opinion that the Issuer is a duly created and validly existing
public service district possessed with all the powers and authority granted
to public service districts under the laws of the State of West Virginia to
construct, operate and maintain the Project as approved by the DEP.

The Issuer has obtained all necessary permits and approvals for the
construction of the Project.
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I have investigated and ascertained the location of, and are familiar with
the legal description of, the necessary sites, including easements and/or
rights of way, required for the Project, as set forth in the plans for the
Project prepared by E. L. Robinson Eng. Co., the consulting engineers for
the Project.

I have examined the records contained in the Office of the Clerk of the
County Commission of Raleigh County, .West Virginia, the county in
which the Project is to be located, and, in my opinion, the Issuer has
acquired legal title or such other estate or interest in all of the necessary
site components for the Project, including all easements and/or rights of
way sufficient to assure undisturbed use and possession for the purpose of
construction, operation and maintenance for the estimated .life of the
Project.

All deeds, easements, and fights of way, which have been acquired to date
by the Issuer, have been duly recorded in the office of the Clerk of the
County Commission of Raleigh County, West Virginia, to protect the legal
title to and interest of the Issuer.

.Sincerely, //~



SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

GENERAL CERTIFICATE OF ISSUER AND ATTORNEY ON:

°

5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.

TERMS
NO LITIGATION
GOVERNMENTAL APPROVALS,    BIDDING AND AWARD
CONTRACT
NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME
LAND AND RIGHTS-OF-WAY
MEETINGS, ETC.
CONTRACTORS’ INSURANCE, ETC.
BOND PURCHASE AGREEMENT
RATES; PUBLIC SERVICE COMMISSION ORDERS
SIGNATURES AND DELIVERY
BOND PROCEEDS
PUBLICATION OF NOTICE OF BORROWING AND PSC FILING
SPECIMEN BOND
CONFLICT OF INTEREST
PROCUREMENT OF ENGINEERING SERVICES
MULTIPLE COUNTERPARTS

OF

We, the undersigned CHAIRPERSON and the undersigned SECRETARY of the
Shady Springs Public Service District, in Raleigh County, West Virginia (the "Issuer"), and the
undersigned ATTORNEY for the Issuer, hereby certify in connection with the $2,422,826
aggregate principal amount of the Shady Springs Public Service District Sewer Revenue Bonds,
Series 2010 (Clean Water State Revolving Fund) (the "Series 2010 Bonds"), as follows:

1.    TERMS: All capitalized words and terms used in this General Certificate
and not otherwise defined shall have the same meaning as in the Bond Resolution of the Issuer
adopted October 20, 2010, authorizing the issuance of the Series 2010 Bonds (the "Resolution").

2.    NO LITIGATION: No controversy or litigation of any nature is now
pending or threatened, restraining, enjoining or affecting in any manner the issuance, sale or
delivery of the Series 2010 Bonds, the acquisition or construction of the Project, the operation of
the System, the receipt of the Gross Revenues, or in any way contesting or affecting the validity
of the Series 2010 Bonds or any proceedings of the Issuer taken with respect to the issuance or
sale of the Series 2010 Bonds, the pledge or application of the Net Revenues or any other
moneys or security provided for the payment of the Series 2010 Bonds or the existence or the
powers of the Issuer insofar as they relate to the authorization, sale and issuance of the Series
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2010 Bonds, the acquisition and construction of the Project, the operation of the System, or such
pledge or application of moneys and security or the collection of the Gross Revenues or pledge
of the Net Revenues as security for the Series 2010 Bonds.

3.     GOVERNMENTAL APPROVALS, BIDDING AND AWARD OF
CONTRACT: All applicable and necessary approvals, permits, exemptions, consents,
authorizations, registrations and certificates required by law for the creation and existence of the
Issuer, the acquisition and construction of the Project, the operation of the System, including,
without limitation, the imposition of rates and charges, and the issuance of the Series 2010
Bonds have been duly and timely obtained and remain in full force and effect. Competitive bids
for the acquisition and construction of the Project were solicited in accordance with Chapter 5,
Article 22, Section 1 of the Code of West Virginia of 1931. The winning bidder has submitted
the Drug-Free Workplace Affidavit as required by Chapter 21, Article 1D of the Code of West
Virginia, 1931, as amended. The Issuer has awarded the construction contract for the Project to
the lowest bidder thereof, being Mike Enyart & Sons.

The Issuer has on or prior to this date issued a notice of award to said contractor
for the Project and the Issuer contemplates entering into a construction contract with said
contractor for the Project on or before October 25, 2010.

4.    NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There has
been no adverse change in the financial condition of the Issuer since the approval, execution and
delivery of the Bond Purchase Agreement entered into among the Issuer, the West Virginia
Water Development Authority (the "Authority"), and the West Virginia Department of
Environmental Protection (the "DEP") relating to the Series 2010 Bonds (the "Bond Purchase
Agreement"), and the Issuer has met all conditions prescribed in the Bond Purchase Agreement.
The Issuer has or can provide the financial, institutional, legal, and managerial capabilities
necessary to complete the Project. Other than the Prior Bonds, there are no outstanding bonds or
other obligations of the Issuer which are secured by revenues and/or assets of the System. The
Series 2010 Bonds are issued on parity with respect to each other and with respect to the liens,
pledge and source of and security for payment in favor of the Holders of the Prior Bonds. The
Issuer has obtained the written consent of the Holder of the Prior Bonds to the issuance of the
Series 2010 Bonds on a parity with the Prior Bonds.

The Series 2010 Bonds are on parity with the Prior Bonds with respect to liens,
pledge and source of and security for payment.

5.    CERTIFICATION OF COPIES OF DOCUMENTS: The copies of the
below-listed documents hereto attached or delivered herewith or heretofore delivered are true,
correct and complete copies of the originals of the documents of which they purport to be copies,
and such original documents are in full force and effect and have not been repealed, rescinded,
amended, altered, supplemented or changed in any way unless modifications appears from later
documents also listed below:

Bond Resolution

Supplemental Resolution
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Recommended Decision of the Public Service Commission of West Virginia (the
"PSC") entered on October 14, 2009 in Case No. 09-1053-PSD-PC-CN, which,
became the Final Order of the PSC on November 3, 2009, as supplemented and
amended by the Commission Order issued by the PSC in said case on October 8,
2010

Certified copy of Orders of the County Commission of Raleigh County proposing,
and creating the Issuer

Certified copies of Orders of the County Commission of Raleigh County
appointing current members to Public Service Board of the Issuer

Certified copies of Oaths of Office of current members of Public Service Board
of the Issuer

Rules of Procedure

Affidavit of Publication on Borrowing and Filing of PSC Application

Minutes of 2010 Organizational Meeting of Public Service Board

Minutes on Adoption of Bond Resolution

Consent of Holder of Prior Bonds

West Virginia Infrastructure and Jobs Development Council Approval

Evidence of Insurance

Prior Bond Resolutions

6.    INCUMBENCY AND OFFICIAL NAME: The proper corporate title of
the Issuer is "Shady Springs Public Service District." The Issuer is a public service district and
public corporation duly created by The County Commission of Raleigh County, West Virginia,
and presently existing under the laws of, and a political subdivision of, the State of West
Virginia. The governing body of the Issuer is its Public Service Board consisting of 3 duly
appointed, qualified and acting members, whose names and dates of commencement and
termination of current terms of office are as follows:

Name

Lloyd W. Crook
James Wood, Jr.
John Mandeville

Date of Date of
Commencement Termination

of Office of Office

April 7, 2009
January 1, 2008
January 1, 2010

December 31, 2011
December 31, 2013
December 31, 2015
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The names of the duly elected and/or appointed qualified and acting officers of
the Public Service Board of the Issuer for the calendar year 2010 are as follows:

Chairperson
Secretary
Treasurer

James Wood, Jr.
Lloyd W. Crook
Lloyd W. Crook

The duly appointed and acting counsel to Issuer is William F. Richmond, Jr.,
Esquire, Beckley, West Virginia.

7.    LAND AND RIGHTS-OF-WAY: All land in fee simple and all rights-of-
way and easements necessary for the acquisition and construction of the Project and the
operation and maintenance of the System have been acquired or can and will be acquired by
purchase, or, if necessary, by condemnation by the Issuer and are adequate for such purposes and
are not or will not be subject to any liens, encumbrances, reservations or exceptions which would
adversely affect or interfere in any way with the use thereof for such purposes. The costs
thereof, including costs of any properties which may have to be acquired by condemnation, are,
in the opinion of all the undersigned, within the ability of the Issuer to pay for the same without
jeopardizing the security of or payments on the Series 2010 Bonds.

8.     MEETINGS, ETC.: All actions, resolutions, orders and agreements taken
by and entered into by or on behalf of the Issuer in any way connected with the issuance of the
Series 2010 Bonds and the acquisition, construction, operation and financing of the Project and
the System were authorized or adopted at regular or special meetings of the Governing Body of
the Issuer duly and regularly called and held pursuant to all applicable rules of the Governing
Body and all applicable statutes, including, without limitation, Chapter 6, Article 9A, of the
Code of West Virginia of 1931, as amended, and a quorum of duly elected or appointed,
qualified and acting members of the Governing Body was present and acting at all times during
all such meetings. All notices required to be posted and/or published were so posted and/or
published.

9.     CONTRACTORS’ INSURANCE, ETC.: All contractors have been
required to maintain Workers’ Compensation, public liability and property damage insurance and
builder’s risk insurance in accordance with the Resolutions. All insurance for the System
required by the Resolutions is in full force and effect.

10. BOND PURCHASE AGREEMENT: As of the date hereof, (i) the
representations of the Issuer contained in the Bond Purchase Agreement are true and correct in
all material respects as if made on the date hereof; (ii) the Bond Purchase Agreement does not
contain any untrue statement of a material fact or omit to state any material fact necessary to
make the statements therein, in light of the circumstances under which they were made, not
misleading; (iii) to the best knowledge of the undersigned, no event affecting the Issuer has
occurred since the date of the Bond Purchase Agreement which should be disclosed for the
purpose for which it is to be used or which it is necessary to disclose therein in order to make the
statements and information in the Bond Purchase Agreement not misleading; and (iv) the Issuer
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is in compliance with the Bond Purchase Agreement. The Issuer shall serve the customers
identified in the Bond Purchase Agreement.

11. RATES, PUBLIC SERVICE COMMISSION ORDERS: The Issuer has
received the Recommended Decision of the Public Service Commission of West Virginia entered
in Case No. 09-1053-PSD-PC-CN on October 14, 2009, which, became the Final Order of the
PSC on November 3, 2009, as supplemented and amended by the Commission Order issued on
October 8, 2010 (collectively, the "Order"), approving the rates and charges for the System and
the financing for the Project and granting a certificate of public convenience and necessity for
the Project. The time for appeal of such Final Order has either expired prior to the date hereof or
has been waived by all parties. Such Order remains in full force and effect. The undersigned
Counsel for the Issuer gives no opinion and makes no representations about the contents of this
paragraph 11. A separate opinion on such matters is being delivered concurrently herewith by H.
Wyatt Hanna III, Esquire and H. Wyatt Hanna III, Esquire signs below as Special PSC Counsel
to the Issuer solely with respect to the matters set forth in this paragraph 11 and paragraph 14
below.

12. SIGNATURES AND DELIVERY: On the date hereof, the undersigned
Chairperson did officially sign all of the Series 2010 Bonds, consisting of a single bond dated
October 25, 2010, by his manual signature, and the undersigned Secretary did officially cause the
official seal of the Issuer to be affixed upon each of said Bonds and to be attested by his manual
signature, and the Registrar did officially authenticate and deliver the Series 2010 Bonds to a
representative of the Authority as the original purchaser of the Series 2010 Bonds under the
Bond Purchase Agreement. Said official seal is also impressed above the signatures appearing
on this certificate.

13. BOND PROCEEDS: On the date hereof the Issuer received from the
Authority and the DEP the sum of $292,528.00, being the first advance of the principal amount
of the Series 2010 Bonds. The balance of the principal amount of the Series 2010 Bonds will be
advanced to the Issuer as the acquisition and construction of the Project progress.

14.    PUBLICATION OF NOTICE OF BORROWING AND PSC FILING:
The Issuer has published the required notice with respect to, among other things, the acquisition
and construction of the Project, anticipated user rates and charges, issuance of the Series 2010
Bonds and filing of a formal application for a certificate of public convenience and necessity
with the Public Service Commission of West Virginia. The undersigned Counsel for the Issuer
gives no opinion and makes no representations about the contents of this paragraph 14. A
separate opinion on such matters is being delivered concurrently herewith by H. Wyatt Hanna
III, Esquire and H. Wyatt Hanna III, Esquire signs below as Special PSC Counsel to the Issuer
solely with respect to the matters set forth in this paragraph 14 and paragraph 11 above.

15.    SPECIMEN BOND: Delivered concurrently herewith is a true and
accurate specimen of the Series 2010 Bonds.

16.    CONFLICT OF INTEREST: No member, officer or employee of the
Issuer has a substantial financial interest, direct, indirect or by reason of ownership of stock in
any corporation, in any contract with the Issuer or in the sale of any land, materials, supplies or
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services to the Issuer or to any contractor supplying the Issuer, relating to the Series 2010 Bonds,
the Resolution and/or the Project, including, without limitation, with respect to the Depository
Bank. For purposes of this paragraph, a "substantial financial interest" shall include, without
limitation, an interest amounting to more than 5% of the particular business enterprise or
contract.

17. PROCUREMENT OF ENGINEERING SERVICES: The Issuer has
complied in all respects with the requirements of Chapter 5G, Article 1 of the Code of West
Virginia, 1931, as amended, in the procurement of engineering services to be paid from proceeds
of the Series 2010 Bonds.

18.     MULTIPLE COUNTERPARTS. This General Certificate may be
executed in multiple counterparts, each of which shall be regarded for all purposes as an original,
and such counterparts constitute but one and the same instrument.

[Rest of page intentionally left blank]
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WITNESS our signatures and the official seal of the SHADY SPRINGS PUBLIC
SERVICE DISTRICT on this 25th day of October, 2010.

[CORPORATE SEAL]

OFFICIAL TITLE

Chairperson

Secretary and Treasurer

Board Member

Counsel to Issuer

Special PSC Counsel to the Issuer
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SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

CERTIFICATE AS TO USE OF PROCEEDS

The undersigned Chairperson of the Shady Springs Public Service District in
Raleigh County, West Virginia (the "Issuer"), being one of the officials of the Issuer duly
charged with the responsibility for the issuance of the $2,422,826 aggregate principal amount of
the Issuer’s Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund) (the
"Bonds"), dated October 25, 2010, hereby certify as follows:

1.    I am one of the officers of the Issuer duly charged with the responsibility
of issuing the Bonds. I am familiar with the facts, circumstances and estimates herein certified
and duly authorized to execute and deliver this certificate on behalf of the Issuer. Capitalized
terms used herein and not otherwise defined herein shall have the same meanings set forth in the
Bond Resolution adopted by the Issuer on October 20, 2010, as supplemented and amended by a
Supplemental Resolution adopted October 20, 2010 (collectively, the "Resolution"), authorizing
the Bonds.

2. This certificate may be relied upon as the certificate of the Issuer.

3.    This certificate is based upon facts, circumstances, estimates and
expectations of the Issuer in existence on October 25, 2010, the date on which the Bonds are
being physically delivered in exchange for an initial advance of a portion of the principal amount
of the Bonds, and to the best of my knowledge and belief, the expectations of the Issuer set forth
herein are reasonable.

4.    The Issuer hereby covenants: (i) to comply with the Code and all
Regulations from time to time in effect and applicable to the Bonds as may be necessary in order
to maintain the status of the Bonds as governmental bonds; (ii) that it shall not take, or permit or
suffer to be taken, any action with respect to the Issuer’s use of the proceeds of the Bonds which
would cause any bonds, the interest on which is exempt from federal income taxation under
Section 103(a) of the Code, issued by the Authority or the DEP, as the case may be, from which
the proceeds of the Bonds are derived, to lose their status as tax-exempt bonds; and (iii) to take
such action, or refrain from taking such action, as shall be deemed necessary by the Issuer, or
requested by the Authority or the DEP, to ensure compliance with the foregoing covenants and
agreements regardless of whether such actions may be contrary to any of the provisions of the
Resolution. The Issuer hereby further covenants to take all actions necessary to comply with
such covenants.

5.    The Series 2010 Bonds were sold on October 25, 2010, to the Authority,
pursuant to a Bond Purchase Agreement dated October 12, 2010, by and among the Issuer, the
Authority and the West Virginia Department of Environmental Protection (the "DEP"), for an
aggregate purchase price of $2,422,826 (100% of par). On October 25, 2010, the Issuer received
$292,528 from the Authority and the DEP, being the first advance of the principal amount of the

3182210.1
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Bonds. The Bonds do not bear interest. The balance of the principal amount of the Bonds will
be advanced to the Issuer as the acquisition and construction of the Project progress.

6.    The Bonds are being delivered simultaneously with the delivery of this
certificate and are issued for the purposes of (i) paying a portion of the costs of the acquisition
and construction of certain extensions, additions, betterments and improvements to the Issuer’s
existing public sewer system (collectively, the "Project"); and (ii) paying certain costs of
issuance of the Bonds and related costs.

7.    Not later than simultaneously with the delivery of the Bonds, the Issuer
shall enter into agreements which require the Issuer to expend at least 5% of the net sale
proceeds of the Bonds on the acquisition and construction of the Project, constituting a
substantial binding commitment. The acquisition and construction of the Project and the
allocation of proceeds of the respective Bonds to such expenditures of the Project shall
commence immediately and shall proceed with due diligence to completion, and with the
exception of proceeds constituting capitalized interest, if any, and proceeds, if any, deposited in
the Reserve Account for the Bonds, all of the proceeds from the sale of the Bonds, together with
any investment earnings thereon, will be expended for payment of costs of the Project on or
before August 25, 2010. The acquisition and construction of the Project is expected to be
completed by May 25, 2010.

8.    The total cost of the Project is estimated at $2,476,826. Sources and uses
of funds for the Project are as follows:

SOURCES
Proceeds of the Series 2010 Bonds
Equity Contribution by the Issuer

Total Sources

$2,422,826
54,000

$2,476,826

USES
Costs of the Project
Costs of Issuance

Total Uses

$2,446,826
30,000

$2,476,826

9.    Pursuant to Article V of the Resolution, the following special funds or
accounts have been created or continued in connection with the Bonds:

(1)    Revenue Fund;

(2)    Renewal and Replacement Fund;

(3)    Series 2010 Bonds Construction Trust Fund;

(4)    Series 2010 Bonds Sinking Fund; and

(5)    Series 2010 Bonds Reserve Account.

3182210.1
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10. Pursuant to Article VI of the Resolution, the proceeds of the Bonds will be
deposited in the Series 2010 Bonds Construction Trust Fund as received from time to time and
applied solely to payment of costs of the Project, including costs of issuance of the Bonds and
related costs.

11. Moneys held in the Series 2010 Bonds Sinking Fund will be used solely to
pay principal of and interest, if any, on the Series 2010 Bonds and will not be available to meet
costs of the acquisition and construction of the Project. All investment earnings on moneys in
the Series 2010 Bonds Reserve Account (if fully funded) will be withdrawn therefrom and
deposited, not less than once each year, in the Revenue Fund, and such amounts will be applied
as set forth in the Resolution.

12. Work with respect to the acquisition and construction of the Project will
proceed with due diligence to completion. The acquisition and construction of the Project is
expected to be completed within 7 months of the date hereof.

13. The Issuer will take such steps as requested by the Authority and the
Council to ensure that the bonds of the Authority and the DEP, as the case may be, meet the
requirements of the Code.

14. With the exception of the amount deposited in the Series 2010 Bonds
Sinking Fund for payment of interest, if any, on the Bonds and the amount deposited in the
Series 2010 Bonds Reserve Account, if any, all of the proceeds of the Bonds will be expended on
the Project within 10 months from the date of issuance thereof.

15. The Issuer does not expect to sell or otherwise dispose of the Project in
whole or in part prior to the last maturity date of the Bonds.

16. The amount designated as costs of issuance of the Bonds consists only of
costs which are directly related to and necessary for the issuance of the Bonds.

17. All property financed with the proceeds of the Bonds will be owned and
held by (or on behalf of) a qualified governmental unit.

18. No proceeds of the Bonds will be used, directly or indirectly, in any trade
or business carried on by any person who is not a governmental unit.

19. The original proceeds of the Bonds will not exceed the amount necessary
for the purposes of the issue.

20. The Issuer shall use the Bond proceeds solely for the costs of the
acquisition and construction of the Project and costs of issuing the Bonds and the Project, when
constructed, will be operated solely for a public purpose as a local governmental activity of the
Issuer.

21. The Bonds are not federally guaranteed.

3
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22. The Issuer has either (a) funded the Series 2010 Bonds Reserve Account at
the maximum amount of principal and interest, if any, which will mature and become due on the
Bonds in the then current or any succeeding year with the proceeds of the Bonds, or (b) created
the Series 2010 Bonds Reserve Account which will be funded with equal payments made on a
monthly basis over a 10-year period until such Series 2010 Bonds Reserve Account hold an
amount equal to the maximum amount of principal and interest, if any, which will mature and
become due on the Bonds in the then current or any succeeding year. Moneys in the Series 2010
Bonds Reserve Accounts and the Series 2010 Bonds Sinking Fund will be used solely to pay
principal of and interest, if any, on the Bonds and will not be available to pay costs of the
Project.

23. Other than the Bonds, there are no other obligations of the Issuer which (a)
are to be issued at substantially the same time as the Bonds, (b) are to be sold pursuant to a
common plan of financing together with the Bonds and (c) will be paid out of substantially the
same sources of funds of funds or will have substantially the same claim to be paid out of
substantially the same sources of funds as the Bonds.

24. To the best of my knowledge, information and belief, there are no other
facts, estimates and circumstances which would materially change the expectations herein
expressed.

25. The Issuer will comply with instructions as may be provided by the
Authority, at any time, regarding use and investment of proceeds of the Bonds, rebates and
rebate calculations.

26. To the best of my knowledge, information and belief, the foregoing
expectations are reasonable.

[Rest of page intentionally left blank]
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WITNESS my signature on this 25th day of October, 2010.

SHADY SPRINff~UBLIC
SERVICE DI.Sfl’4~ICT

//Its: Chairperson J
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SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

CERTIFICATE OF ENGINEER

I, Joseph T. Carney, Registered Professional Engineer, West Virginia License No.
7254, orE. L. Robinson Engineering Co., Cross Lanes, West Virginia, hereby certify as follows:

I.    My firm is engineer for the acquisition and construction of certain
additions, betterments and improvements (the "Project") to the existing public sewer system (the
"System") of the Shady Springs Public Service District (the "Issuer"), to be constructed
primarily in Raleigh County, West Virginia, which acquisition and construction are being
permanently financed in part by the above-captioned bonds (the "Series 2010 Bonds") of the
Issuer. Capitalized words used herein and not defined herein shall have the same meaning set
forth in the Bond Resolution adopted by the Issuer on October 20, 2010, and the Bond Purchase
Agreement by and among the Issuer, the West Virginia Water Development Authority (the
"Authority"), and the West Virginia Department of Environmental Protection (the "DEP"), dated
October 12, 2010.

2.    The Series 2010 Bonds are being issued for the purposes of (i) paying a
portion of the costs of the Project; and (ii) paying certain issuance and other costs in connection
therewith.

3.    To the best of my knowledge, information and belief, (i) within the limits
and in accordance with the applicable and governing contractual requirements relating to the
Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by the DEP and any change orders
approved by the Issuer, DEP and all necessary governmental bodies; (ii) the Project, as designed,
is adequate for its intended purpose and has a useful life of at least 40 years, if properly operated
and maintained, excepting anticipated replacements due to normal wear and tear; (iii) the Issuer
has received bids for the acquisition and construction of the Project which are in an amount and
otherwise compatible with the plan of financing set forth in Schedule B attached hereto as
Exhibit A; (iv) the successful bidder has provided the Drug-Free Workplace Affidavit as
evidence of the Vendor’s compliance with the provisions of Article 1D, Chapter 21 of the West
Virginia Code; (v) the successful bidders received any and all addenda to the original bid
documents; (vi) the bid documents relating to the Project reflect the Project as approved by the
DEP and the bid forms provided to the bidders contain all critical operational components of the
Project; (vii) the successful bids include prices for every item on such bid forms; (viii) the
uniform bid procedures were followed; (ix) the Issuer has obtained all permits required by the
laws of the State of West Virginia and the United States necessary for the acquisition and
construction of the Project and operation of the System; and (x) in reliance upon the certificate of
Michael D. Griffith, CPA, of even date herewith, as of the effective date thereof, the rates and
charges for the System as adopted by the Issuer will be sufficient to comply with the provisions
of the Bond Purchase Agreement, (xi) the net proceeds of the Series 2010 Bonds, together with

2805394.1
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May I, 1991 (Rev:03/09)
)

SCHEDULEB
A. COST OF PROJECT
1. Construction

Contract One
Contract
Contract
Equipment
Technical Services
Planning

Design
Eng. During Const.
Special Services

Inspection Services
"~3. Legal/Fisca!
4. Administrative
5. Sites & Lands

TOTAL

I, 861,500

6. Loan Repayment
7. Interim Financing
8. Contingency
9. Miscellaneous (Electri~)

SRF

1,861,500

43,000
249,947

48,000
15,000
99,000

I0,000

93,075

27,304
2,~46,826

43,000

195,947

48,000
15,000
99,000

i0,000

LOCAL (PSD)

54,000

Land
ROW Activities

93,0’75

27,304

B. SO~CE OF F~S
11. Fede~l Grits
12. State Grant
13. Other Grants
14. Any Other Source’                                                       ,

15. Total (Lines 11 - 15)
i 6. Net Proceeds from Bond Issue

C. COST OF FINANCING

2,392,826

17. Funded Reserve
a. SRF Funded Reserve
b. Other Funded Reserve

18. Other Costs
a. Registrar Fees
b. Bond Counsel 30,000

19. Total Cost/o)fFinancing..
20. Size~pdd Issue

~z~.nature of Authorized Representa ire
Date: ~’/( ~/~

30,000

2,422,826

Signatt~ of Co(~sulting Engineer

Date:



Griffith & Associates, PLLC Accountants & Consultants

SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

October 25, 2010

West Virginia Water Development Authority
180 Association Drive
Charleston, West Virginia 25301

Shady Springs Public Service District
Post Office Box 235
Beaver, West Virginia 25813-0235

West Virginia Department of
Environmental Protection

601 57t~’ Street, S. E.
Charleston, West Virginia 25304

Bowles Rice McDavid Graff & Love LLP
600 Quarrier Street
Charleston, West Virginia 25301

Ladies and Gentlemen:

Based upon the rates and charges set forth in the Recommended Decision entered
October 14, 2009, which became the Final Order of the Public Service Commission of West Virginia on
November 3, 2009, in Case No. 09-1053-PSD-PC-CN and projected Operating Expenses and anticipated
customer usage as furnished to us by Shady Springs Public Service District (the "Issuer") and by E. L.
Robinson Engineering Co., the Issuer’s consulting engineers, it is our opinion that such rates and charges
will be sufficient to provide revenues which, together with other revenues of the sewerage system (the
"System") of the lssuer, will pay all Operating Expenses and leave a balance each year equal to at least
115% of the maximum amount required in any fiscal year for debt service on the Issuer’s proposed Sewer
Revenue Bonds, Series 2010 (Clean Water State Revolving Fund) (the "Bonds"), to be issued to the West
Virginia Water Development Authority in an aggregate principal amount not to exceed $2,422,826, and
all other obligations secured by or payable from the revenues of the System prior to or on a parity with the
Bonds, including the Prior Bonds. All capitalized terms used herein and not otherwise defined herein
shall have the meanings assigned to them in the Bond Resolution adopted by the Issuer on October 20,
2010.

It is our further opinion that the Net Revenues actually derived from the System during
12 consecutive months, within the 18 months immediately preceding the date hereof, plus the estimated
average increased annual Net Revenues to be received in each of the 3 succeeding years after the
completion of the improvements to be financed by the Bonds, are not less than 115% of the largest
aggregate amount that will mature and become due in any succeeding fiscal year for the principal of and
interest of the Bonds and all other obligations secured by or payable from the revenues of the System
prior to or on a parity with the Bonds, including the Prior Bonds.

Very truly yours,

Michael D. ~
Griffith & Associates, PLLC

MDG/dk

MichaelD. Grif-jqth, CPA, AFI 950 Little CoalRiver RoadAlum Creek q, PV25003
menf/i’th@gcorpwv.com Phone: (304) 756.3600 Facsimile: (304) 756.2911

10/18/103:23:35 PM MASHARED CLIENT FOLOERS~Shady Spring\Shady Spdng CPA Certificate 10 25 10.d~c
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°*c) The purpose of said public service distrlct sna]] be to

’~~:p~{,u-t or acquire hy purcha,e or other.~se and m~ntain, operate and ~mprove
ex{~nd ~roportles supplying sewerage services within such territory,

"d) The territory described above does not Include ~ithin its

lle]~S t~e territory of any other public service distrlct organized under Artlcle

:O’f C~apter ]6, Code of Nest Virginla~ nor does such territory include ~ithin Its

]let~S any city, incorporated town, other eunlclpa] corporation, or any part thereof,

"Sectlon ~. That on the 5th day of ~ay~ 1959~ at the hour of 2:00 P.~.

th)s County Court shall eeet in the County Courtroom In the courthouse at 8~ck]ey,

$]~t Virginia for the purpose of conducting a pub]tc hearing on the creation of the

prOpOSed public service dlstrict,at ~lch tlee and place, a]1 persons residing in

Of OW~dng or having any interest In property In the proposed public service district

eay appear and shall have an opportunity to be heard for and against the creation

salO dlstrlcte ande at such hearing, the County Court shall consider and determine

;t~"..’f"easibi]lty of the creation of the proposed public service district.

"Section 4, That the Clerk of this Court Is hereby authorized

~dlrected to cause notice of such hearing in substantially the form hereinafter

s~t~out to De published on April _._____, 1959, in TheRa]ei~h~ a newspaper

of]eneral circulation published in Raleigh County."

"I;OTICE OF PUBLIC hEARiNG ON CREATiO.~; OF SHADY SPR]N$S PUBL]C
SERVICE DISTRICT NO. l

"Hotice is he.e:’.,- given that deeming ;t to be in the public interest

t.~e Count:., Court of Ra’-eiGr. L.:,.’:y, ;est Virginia, o~ :ts ~.r, ~..ot;~r., has proposed

t~h~treatior of a pu~,~: ~e;v’.c~ :.s;ri;t ~ithin~Ra]e~.. County for the purpose o~



Those certain portions of Shady Springs ~nd To~m Districts
of ~lei.gh;County, I~est Virginia, bounOed and described as follogs:

Beginning at the interSeCtion of State Highway Route 22 and
with its intersection of the center Xlne of Glade Creek, said
point O~ing in the coN=on line betgeen Shady Springs and Richmond
Oistricts; thence with the center line of the aforesaid Route ZZ Ih
~ t~esterly direction to the village of Crow to Its intersection with
State Route 22/1; thence uith the center line of State Route 22/1
approximately four-tenths of one mile to Its Intersection ~ltb
Virginia State Route 9, �o=:only referred to as the Old Grandvleu
~oaO; thence ulth the center line of State Route 9 in a uesterly
direction to its intersection of i~est Virginia State Route
co~only referre~ to as the Old I~orley Roa~; thence glth the center
line of State ~oute 9/7 in a northwesterly direction, crossing Piney .
~iver at the Old t~orley ~111 and continuing to its Intersection with
the eastern rlght-of-Nay line of the U. S. Highway 19-21 ~y-Pass;
said right-of-way line being the corporation line of the City of
beckley, ~est Virginia; thence ulth the said City of Eeckley Corporation
line in a southerly Oirection to a point intersecting ulth a south-
~esterly extension of the co~mon lot line between lots 37 and
Section 14, of the Glen ,organ Addition; thence ,. 84° O0~ E. ~lth
the extension and the lot line of the afore~entloneO lots 37 and
445 feet aore or less to a point in Piney River; thence ~lth Piney
~iver as iS ~eanders in a southeasterly direction 950 feet to a point
in the center Zinc of the Raleigh ~lne No. 7 Road uhere it crosses
Piney ~tver; thence leaving Piney River and ~ith Raleigh Rine I;Oo 7
~o~ in a southeaster]y direction 410 feet to a point on the outside
~o~m~ry line of ti~e Glen ~organ ~ddltlon i~here it crosses said
~.~igl~ ~ine hoe 7 Road; thence le~vlng said ro~d ~nd ~;it~ the outside
bo~mCary line of the Glen ttor~on Addltion~ S. 42~ 02~ ~. 800 feet to
~ point in the ~aleigh ~ine I~o. 7 ~oad; thence leaving the outside
bodn~ary ]ine ann ~ith ~aleigh /~ine I~Oo 7 Road in a southwesterly
direction 700 feet to its intersection ~ith the old original Koutes
19-21; thence ~ith the OlO original Ruutes 19-21 and behind R~leigh
|;dt~r ~le~ in a southerly direction 700 feet to its intersection
High the present ~oute$ ~ and 19-2~; thence ~ith the center line of
[’bdtC� ~ an~ 15-21 in a northwesterly direction 1550 feet to the point
~:~erc State ~oute 3 ~cs abandone~; tnence along the old abandoned Route
in a n~rL,~esterly direction~ 400 feet to a point Nhere it intersects
t~itn the so.thorn right-of-way line of Virginia ~¥enue; thence ulth the



".o~,th~rn ri.eht-cf-~oy line of Virginia ,~venue an(~ the property lines of -
J:~:~s P. "Jhlte ~r~ Thorn,s ~.’;, T,rner, ~. I~° 00’ E. 500.feet .to a point
,,~er~ Virginia ?wnuc intersects ~uutes ~-21; tt;~nce ~lth ~outes
~,. 3~= ~,5’ [. ~70 f~et to a point in the corporate line to the City of
ucck],~y ~t tl~c Inter~ection of route~.~9-2~ 3y-Pass and routes ]9-21 business
rout,~; tnrnce �ontinuir, g ~dth the co==~orat¢ line of th~ City of
~; c C~:~F~]. ~.ster/y Oi~ec~lun, tu its intersect;un t~;th the. southeast
corD3r~tion line o~ the To~n of r.;~s¢ott; t~ence uith t~e said l~bScott
c~r~,or~tion lint., Qrld :~lth the ulo ~oak Creek ~0,~ i~ a
~ir~ctlon to th~ top of R.~bscott HIll and to a steel pin at the Inter-
3~ci~;.: uf tl~c ~.~ ~o~k Cre~k Fo~) anO tt,�. bld Eccles Ro~O; thence
cr~;sin~ St~e i~oUt," 16 S. 86° 05~ £. ~5Z.10 feet, by a surv.eyed line, to
~ le~ ping at the intersection of the c~ter line of ~est Virqinlz ~tate
:’o;;t~ 3~, co~on~y kno~n as the ~ld Fitzpatrick Eoa~ and Its Intersection
,itn ~=c 01~ ~.cckley-Cr~b Orc~ar~ Road; thence ~lth t~e center line
~t~:t~ qoute 20 iP ~ southeasterly direction an~ passing t~rouOh the
v~]l,Jge of F~tz~trick to its Intersection alth the center 1ine Of State
~ute :8; th~nc~ ~Ith the Said center line of ~t~te ~oute 10 In ~
south~st~rly dir~ction to its intersec¢lon ~ith 5tare ~oute 1~/19 near
c.~rry tr~e~; tl;oncc ~it~ tnc said center line of State Ecute 1~/19
continuing In a southeast~r]y ~irec~ion to its intersection ’~ith the
c~,;tJr iin:: of :J. ~. houte; 1~-21; thenc~ in ~ southerly ~irectlon iflth the
c;.r, ter ]i~ of U. 5, ;~outes 19-21 to the Intersection ~f tr.e center
o~ .~.:t virqi~i:. 5t~t~. r~nute 31 at the village of 1ool Eiooe; thence
c...ntin~ng in ~ s~;~[h~s~¢r/7 directeD,1 witl~ St,iCe il~tb 31, to its
;~:~rs=~ion ,:~h the Falelgh-Sun~e~s County line, n~r the ~ou~t Vte~
i’~; ~;fice; thunce in ~ nortr,~s~er~y a;rection an=; ~ith the tor.~no~l
lin~ ;et~¢en ~.~leiflh County aria Sunroofs County to its intersection
tn~ ShaDy Sprin~s3istrict li~¢ ~nd tn¢ £ici=~und District lin~;
¯ ~; t’~ t~ s3id ~h-j~i~’ Sprlngs~n~ ;richmond District line in a Qeneral
~=~t:=urJy direction, to the point of beginning,

"All persons resiaing =n or o~ning or having any interest in property

in sa;~ ~rc:.~e;: :uu~ic service District are hereoy notifieO that the County Court

o~ ?~?i: ;u.,..~y ;:il1 conduct a p~olic ~earing on the 5th day of ~taye 1959~ at

i~ ;~;e c~..,~. Courtroom it, tl~e courthouse at ~eckley~ i~est Virginia~ at ~nich

a~c ;,t..:~ ~11 i,:toresteo ~erso~s may ap;~ear before the County Court and

ac o;.;or:~’.i.~ :o r.e hear3 re" and aqainst the creation of the ~roo~sed Publl¢, rvlce

¢istrict.
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P O BOX 2518
116 1/2 NORTH HEBER STREET

BECKLEY, WEST VIRGINIA 25802-2518

December 18, 2007

Mr. Jim Wood
161 Kimberly Street
Shady Spring, WV 25918

RECEIVED
DEC Z ~ ~t}~~

Dear Mr. Wood:

We are pleased to inform you that the County Commission, at their meeting on
December 18, 2007, reappointed you to the Shady Spring PSD and your new
term will expire December 31,2013.

Please stop by the County Clerk’s office at your earliest convenience to take the
oath of office.

We appreciate your past service and continued willingness to serve the citizens of
Raleigh County in this manner.

Res~y,__..~

Pat Reed, Print

John D. Humphrey, Commissioner

cc: Shady Spring PSD

Phone(304)255-9146 Fax (304) 255-9166 ralcom @ raleighcounty.com



!

HJ~VO



@ P O BOX 2518
116 1/2 NORTH HEBER STREET

BECKLEY, WEST VIRGINIA 25802-2518

Janua~ 19,2010

Mr. John Mandeville
P O Box412
Ghent, WV 25843

Dear Mr. Mandeville:

We are pleased to inform you that the County Commission, at their meeting on
January 19, 2010, reappointed you to the Shady Spring PSD and your new term
will expire December 31,2015.

Please stop by the County Clerk’s office at your earliest convenience to take the
oath of office.

We appreciate your past service and continued willingness to serve the citizens of
Raleigh County in this manner.

Respectfully,

umphrey, President

~) Joh~.~.Aliff’ C.°..m_.nll"~s~s1°ner

cc: Shady Spring PSD

Phone (304) 255-9146 Fax (304) 255-9166 ralcom @ raleighcounty.com
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OATH

STATE OF WEST VIRGI~IA }
}

COUNTY OF RALEIGH }

I, _JOHN MADEVILLE_do solemnly swear that I will s~pport the con~tution of

the Unitexi States and the constitution of this State and that I will faithfully discharge the

duties of my office of SHADY SPRING PSD .BOARD OF DIRECTORS to the best of

my skill and judgment, so help me God.

IS/

Subscribed ~nd ~wom to before the undersigned Sis the__3RD

FEBRUARY 2010 _.

~aayof

Clerk County Com~ssion, ~l. ig. County,



(£ untg (£ommi  io.  aln igll (£ountg
P O BOX 2518

116 1/2 NORTH HEBER STREET
BECKLEY, WEST VIRGINIA 25802-2518

April 7, 2009

Mr. Lloyd Crook
168 Woodbury Road
Beaver, WV 25813

Dear Mr. Crook:

We are pleased to inform you that on April 7, 2009, in a regular meeting, the
Raleigh County Commission appointed you to the Shady Spring Public Service
District to fill a vacancy on that board. The appointment is effective immediately
and will expire on ~DeCember 31,201.!.

Please stop by the County Clerk’s office at your earliest convenience to take the
oath of office.

We appreciate your willingness to serve the citizens of Raleigh County in this
manner.

Respectfully,

oh~n D~. Hu~m~side at

cc: Shady Spring Public Service District

Phone (304) 255-9146 Fax (304) 255-9166 ralcom @ raleighcounty.com
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OATH

¯ STATE OF WEST VIRGINIA }
}

COUNTY OF RALEIGH }

I, _LLOYD CROOK_do solemnly swear that I will support the constitution of the

Urdted States and the constitution of this State and that I will faithf~ly di, scharg¢ the

duties of my office of SHADY SPRING PUBLIC SERVICE DISTRICT to the best of

my skill and judgment, so help me God,

fS/

Subscribed and sworn to before the undersigned tbJ, s the _10TH day of April

2009.

,.2 ,.... ~:’-_
."z ~- , .

7"7 4-

"..~ -,.,. -:,.. .- _.. ~.

’,-. ~...-. -.. .-,. _-.
,~,    ...    .. .,." ~,, ..-

~~uty C~unissi~: Raleigh County, WV



RULES OF PROCEDURE

PUBLIC SERVICE DISTRICT

,AR CLEI

NAME AND PLACE OF BUSINESS

The name of this Public Service District shall be
SPRING PUBLIC SERVICE DISTRICT (the "District").

Q
The principal office Of the District will be located in

West Virginia.

ion 3~. The official seal of the District shall consist of two
circles between which circles shall be inscribed

SPRING PUBLIC SERVICE DISTRICT, and in the center
as follows:

4. The fiscal year of the District shall begin on the 1st
of July each year and shall end on the 30th day of June of
following year.



ARTICLE II

PtmPOSE

ion 1. The District is organized and operated exclusively for the purpose~et forth in- o o . o ~! . ,1 ¯16, Article 13A of the Code of West V~rg~ma, 1931, as amended (the

ARTICLE III

MEMJ3ERSHIP

I_. The members of the Public Service Board of the District (the "Board") shall be
appointed by .The County Commission of County, West Virginia (the

Commission"), or otherwise appointed pursuant to the Act, who shall serve for
as may be specified in the order of the County Commission or otherwise.    "

2, Should any member of the Board resign Or otherwise become legally
to serve as a member of the Board, the District shall immediately notify the

Commission or other entity provided under the Act and request the appointment of
!fie4t p~rson to fill such vacancy. Prior to the end of the term of any member of the

shall notify the County Commission or other entity provided under the
pending termination and request the County Commission or other entity

under the Act to enter an order of appointment or re-appointment to maintain a
membership~ of the Board.

The District shall provide to the Public Service Commission of West Virginia,
30 days of the appointment, the following information: the new board member*s

::home address, home and office phone numbers; date of appointment, length of
i.who the.new member replaces and if the new appointee has previously served on the

such other information required under the Act.

Each board member shall, within 6 months of taking office, successfully
the training program established and administered by the Public Service

of West Virginia in conjunction with the West Virginia Division of
~1 Protection and the West Virginia Bureau for Public Health.

5.Board members shall not be or become pecuniarily interested, directly or
in the proceeds of any contract or service, or in furnishing any supplies or



to the District, nor shall a former board member be hh’ed by the District in any
,-within a minimum of 12 months, after such board member*s term has expiredor

board member has resigned from the Board.

Salaries of the board members shall be established as provided in Chapter 16,
Section 4 of the Act. The District shall certify the number of customers

the Public Service Commission of West Virginia on the flu’st day of July each
,ard members may be reimbursed for all reasonable and necessary expenses

urred in the performance of their duties.

The members of the Board are not personally liable or responsible for any
of the District or the Board but are answerable only for willful misconduct in

of their duties..

ARTICLE IV

MEETINGS OF THE BOARD

members of the Board shall hold regular monthly meetings on such days of
at such place and hour as the members shall determine from time to time.
shall fall on a legal holiday, the meeting shall be held on the following

of the. Board may be called at any time by the Chairperson or by a

meeting of the Board, a majority of the members of the Board shall
member of the Board shall have one vote at any meeting and if

those present.may adjourn the meeting to a later date.

otherwise waived, notice to members of regular meetings shall be, by
Unless otherwise waived, notice to members of each special meeting

;r or telephone not less than 48 hours before the date fixed for such special
i. of any special meeting shall state briefly the purposes of such meeting

the business to be transacted at such meeting, and no business other than
notice shall be transacted at such special meeting.

to Chapter 6, Article 9A, Section 3 of the Code of West Virginia,
notice of the date, time, place and agenda of all regularly scheduled

and the date, time, place and purpose of all special meetings of the
available, in advance, to the public and news media as follows:

Scheduled Meetings. Immediately after adoption of these

#



Procedure and in July of each year thereafter, the Board shall instruct the
and the Secretary shall, post, and leave posted throughout the year to which it

the regular meeting place of the Board and at the County Courthouse, where
y are posted, a notice setting forth the date, time and place of the
scheduled meetings for the ermuing year. In addition, a copy of the

each regularly scheduled meeting shall also be posted at the same location by
, not less than 48 hours before such regular meeting is to be held.

shall also instruct the Secretary to, and the Secretary shall, distribute to ea~.h of
and other news media listed below a notice identical to that posted: "

Address

.be considered distributed to a news medium when it has been addressed to
¯ medium at the address listed above, or at such other address as the news
m writing .requested be used, marked or stamped with first class postage and
the United States mail. In July of each year after the adoption of these Rules

the Board shall review the above list and shall amend such list as needed, in
Board, toreflectproperly all the newspapers and other news media that
news of the area served by the Board. In addition, a copy of the agenda
scheduled meeting Shall also be distributed to the news media by the

than 48 hours before such regular meeting is to b.e held.

modification to the date, time, place or agenda of a regularly scheduled
notice of such modification shall immediately be given to the public

posting at the pl~ces and distributing 1~o the news media in the n~anner
,~, A copy of the notice of such modification shall be attached to and made a

i~minutes of the meeting for which such notice was given.

of Special Meetings. Not less than 48 hours prior to the date Set for any
of the Board, the Board shall instruct the Secretary to, and the Secretary

the regular meeting place of the Board and at the County Courthouse, where
are posted, a notice setting forth the date, time, place and purpose or

special meeting. Business at such special meeting shall be limited to the
specified in said notice.

after the posting of said notice, but not less than 48 hours prior to the



Ior ntacti zpec~a~ meetmg, me ~iecretary shall distribute to each of the newspapers
nevcs media listed in Rule No. 1 hereof, a notice identical to that posted.

made to such news media list, as provided for in said Rule No. 1, shall be
by reference in this Rule No. 2. A notice-shall be considered distributed to a

when it has been addressed to such news medium at the address listed in
...No. 1, or at such other address as the news medium has in writing requested be
:,. or stamped with f’u-st class postage and deposited in the United States mail.

i:~f suela notice posted and distributed pursuant to this Rule No. 2 shall be akached
a.part of the minutes of the meeting for which such notice was given.

3. Etnergency Meetings. The Board may hold a meeting without providing"[’fi’e
, :the’p~blic and news media required by Rule No. I and Rule No. 2 hereof only in

nt of an emergency requiring immediate official action. The existence for such an
requiring immediate official action shall be determined by tlie Board and shall
to "-m :a certificate by the Secretary describing such emergency and setting forth

reasons immediate official action is required, which certificate shall be
~0.ancl made a part of the minutes of such emergency meeting..

~; :4. .Executive Sessions. The Board may hold an executive session during a
~ec[al or emergency meeting in accordance with Chapter 6, Article.9A, Section 4

,de of West Virginia, 1931, as amended. During the open portion of the meeting,
" " an executive session, the Chairperson shall identify the authorization
l!~er 15, Article.9A, Section 4 of the Code of West Virginia, 1931, as amended,
the executive session and.present it to the Board and to the general public, but

ton may~be made in the executive session. An executive session may.be held o.nly
ty.affirmative vote of the Board members present. The Board may hold an

and exclude the public only when a closed session is required for any of
under Chapter 6, Article 9A, Section 4 of the Code of West Virginia,

,.Minutes. The Board shall provide for the preparation of written minutes of ~1.,
Subject to the e.xeeptions set forth in Chapter 6, Article 9A, Section 4 of

Of West Virginia, 193 I, as amended, minutes of all meetings except rhinutes of "
s, if any are taken, shall be available to the public within a reasonable

meeting and shall include, at least, the following information:

1) The date, time and place of the meeting;

The name of each Board member present and absent;

¯ (3)All motions, proposals, resolutions, orders, ordinances and measures
the name of the person proposing the same and their disposition; and

The results of all votes and, upon the request of a Board member, the rote



of each Board member, by name.

_Rule No. 6. No Actions by Reference. Except as otherwise expressly provided by law, the
Board may not deliberate, vote, or otherwise take official action upon any matter by
reference to a letter, number or other designation or other secret device or method, which
may render it difficult for persons attending a meeting to understand what is being i.~ii
deliberated, voted or acted upon. However, this rule does not prohibit the Board from
.deliberating, voting or otherwise taking action by reference to an agenda, if ..copies of the
agenda, sufficiently worded to enable the public to understand what is bein~ deliberated,
voted or acted upon, are available for public inspection at the meeting. The B~.Og,,r,d m,ay not
vote by secret or written ballot.

R__ule No. 7. Broadcasting of Meetings_. Except as otherwise provided in this rule, any radio
.or tele~sion station is entitled to broadcast all or any part of a Board meeting required to
be ~open. The Board may regulate the placement and use of equipment necessary for

~g, photographing, filming or recording a meeting, so as to prevent undub
with the meeting. The Board shall allow the equipment to be placed within the

.g room in such a way as to permit its intended use, and the ordinary use of the
i.;.equipment may not be declared to constitute undue interference; provided, that if the,

in good faith, determines that the size of the meeting room is such that all the:
of the public present and the equipment and personnel necessary for
,g, photographing, filming and tape-recording the meeting cannot be

~mmodated in the meeting room without unduly interfering with the meeting and an
uate alternative meeting room is not readily available, then the Board, acting in good
and consistent with the purposes of this rule, may require the pooling of the

and the personnel operating it.

No. 8. Telephonic Meetings. Board meetings may be held by telephone conference or
electronic means. All Board members participating by telephone or other electronic
mt(~ be audible to all those personally present.

5.All meetings of any committee of the Board shall be subject to the Rules of
set forth in Section 4 above.

ARTICLE V

OFFICERS

1. The officer.~, of the Board shall be a Chairperson, Secretary and Treasurer. The



rson shall be elected from the members of the Board. The Secretary and Treasurer
not be members of the Board.

ion 2. The officers of the Board shall be elected each year by the members at the first
after the first day of January of each year. The officers so elected shall sew, e until

next annual election by the membership and until their successors are duly elected and
lifted. Any vacancy occun’ing among the officers shall be filled by the member~ of the

at a regular or special meeting. Persons selected to fill vacancies shall serv’~,untiI
next annual organizational meeting of the Board when their successors shall be elected

hereinabove provided.

ARTICLE VI

DUTIES OF OFFICERS

1. When present,, the Chairperson shall preside as Chairperson at all meetings of
Board. He/She shall, together with the Secretary, sign the minutes of all meetings at

he/she shall preside. He/She shall attend generally to the executive business of the
exercise such powers as may be conferred upon him/her by the Board, by these

of Procedure, or prescribed by law. He/She shall execute, and if necessary,
fgr rebord, any deeds, deeds of trust, contracts, notes, bonds, agreements, or

document.~necessary, requisite, proper or convenient to be executed by or on behalf
Board when and if directed by the members of the Board.

If the Chairperson is absent from any meeting, the remaining members of the
shall select a temporary chairperson.

The Secretary shall keep a record of all proceedings of the Board which shall be
for inspection as other punic records. Duplicate records shall be filed with the

Commission and shall include the minutes of all Board meetings. He/She shall,
with the Chairperson, sign the minutes of the meetings at which he/she is present.

shall have charge of the minute book, be the custodian of deeds and other
and papers of the Board. He/She shall also perform such other duties as may be

of him/her by law or as may be conferred upon hirrdher from time to time by the
of the Board.

The Treasurer shall be the lawful custodian of all funds of the District and shall
out on orders authorized or approved by the Board. The Treasurer shall keep or

to be kept proper and accurate books of accounts and proper receipts and vouchers



atsuurscments made by or through him/her and shall prepare and submit such
and statements of the financial condition of the Board as the members may from

.~.to time prescribe. The Treasurer shall keep and preserve all financial records of the
for 10 years and shall at all times have such records readily available for public

At the end of his/her term of office, the Treasurer shall promptly deliver all
records of the District to his successor in office. He/She shall also perform such

.,~duties as may be required of him/her by law or as may be conferred upon him/her
time to time by the members of the Board. The Treasurer shall furnish !~ond in an

. fixed by the Board for the use and benefit of the District. :.

No money may be paid out bY the District except upon an order si the
and Secretary, or such other person or persons authorized by the Chairperson

as the case may be, to sign such orders on their behalf. Each order for the
of money shall specify the purposes for which the amount .thereof is to be paid,

clearness to indicate the purpose for which the order is issued, and there
.endorsed thereon the name of the particular fund out of which it is payable and it
payable from the fund constituted for such purpose, and no other. All such orders

11 be reflected in the minutes of the next meeting of the Board.

6. The members and officers of the Board shall make available to the County
at all times, all of its books and records pertaining to the Distric.t*s

ffmances and affairs, for inspection and audit.

ARTICLE VII

AMENDMENTS TO RULES OF PROCEDURE

l. These Rules of Procedure may be altered, changed, amended or added to at~ny
special meeting of the Board when a quorum is present and a majo.rity of those

for the alteratiori, change, amendment or addition; but no such alteration,
"~mendment or addition shall be made at any special meeting unless notice of the

to propose such alteration, change, amendment or addition and a clear statement
thereof be included in the written notice calling such special meeting.

.

this day Of,. ///o/174--’-’-

add Mel er
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H. Wyatt Hanna
Attorney at Law

H. Wyatt Hmma, III WV State Bar No. 1579

322 2he Avenue, P. O. Box 8070° South. Charleston: West Virg~da~30~ -
¯    (304) 7�4-31.50 , Fax (304). 744-3157 " ’ ~.~..~

O

Ms. Sandra Squire
Executive Secretary

............. ~-~l--i-~~~e.~om~ission 0~W~ "
201 Brooks Street
Charleston, WV 25301

RE ~. Case¯ No. 09--~053-PSD-PC-CN
Shady Spring Public Service District, a public
utiligy.
ApplicatZon for a Certificate of Convenience and
Necessity to construct certain improvements to the

¯ District’s ~xisting Wastewater collection system
within its existing b0undar~es located in Raleigh
County, West virginia.

Dear Ms. Squire:

Enclosed please find for filing with regard to the above-

referenced, m&tter on behalf of Shady Spring Public S6rvice
District, Raleigh Couhty, West Virginia, are the .original and
twelve (12) copies of:An Afffdavit ofPublication from the BeckleY
Newspapers which, indicat.es.that the Dystrict’s NOTICE OF FILING was
published in The"Register-Herald.On July.7, 2009.

In the event you have. anyquesti0ns or you desire to.discuss
this fil±ng further with me,: please do not .hesitate to contact my
office.

HWHIII/rb
¯Enclosures

Shady Spring PSD
Mihhael Griffith, CPA
Bill RichmQnd, Esq~ire.-
Joe Carney) PE

Sincerely,

H. Wy~[t Hanna,-
State Bar. No. 157.9



AFFIDAVIT OF PUBLICATION
BECKLEY NEWSPAPERS

BECKLEY~ WEST VIRGINIA 25801

July 07, 2009

STA’J’E OF WEST VIRGINIA
COUNTY OF RALEIGH, to wit:

I, Tara Meyer, being duly sworn upon my oath~ do depose and say that Iam
Legal Advertising Mar~ger for Beekley Newspapers, a corporation, publisher
of the newspaper entitled The Register-Herald, an Independent newspaper; that
I have been duly authorized by the board of directors of such corporation to ¯~ .x_~ut..e- Lh.i.s.A.f..fi.da~vi_t.o..f ~.u.~lj_c..~.qn;=that.sueh.ne~zspaper.has-be~n-p~bl." .~hed for ............

more than one year prior to publication of the annexed notice described below;
that such newspaper is regularly published daily for at least fifty weeks during
the calendai- yea]’, in the municipality of Beckley, Raleigh County, West Virgfnia;
that such newspaper is a newspaper of "general circniation" as that term is de-
fined¯ in article three; chapter fifty-nine.of the Codeof West.Virginia,. 1931, as
amended, within the publication area or areas of the aforesaid m .un. igipality and
coma~v’ that such ne~uspaper averages in length £our or more pages,exelus~ve of
any c~r, per i~sue~ that-such n~wspaper is circulated to the ~eneral public at a
definite priceof consideration; that such newspaper is a newsp~tp~r to which the
general public resbrts for.passing events ~of.a politieal,.religfous, eoinraereial arid
social nature, and for current happenings, announcements, ~iscellaneous read~ .
ing matters,, ac[vertisements and 6ther notices; !hat the annexed-notice

of NOTICE OF FILING
¯ (Description of notice)

was duly published in said newspaper once a week fo~ one .successive.

weeks (Class 1 ), commen6ing with.the issue of the    7~h    day of

July, 2009 ..... and ending with ih~ issue

that saitl annexedof the. 7th ...day of July, 2009. ,

notice was published on the following dates:

and that the

Tara Meyer
Legal Advertising Manager
Beckley Newspapers

Take~, subscribed and’sworn to before me in my said county this:
7th day of July, 2009. /t~.. . .

My.comm,ss,onexpires ’ M~ch~’~,2011’ i ’~ [

COPY OF PUBLICATION



PUBLIC SERVICECOMMISSION Ot-W~-:5 VIHI31NIA, UHAHLI:~IUN
intered by the Public Service Commission of West Virginla~ in the City of Charleston on the 25!h day of June, 2009.
~2E ~O. (’9-1053-PSD-PC-CN ¯
’~ADY SP~I~G PUBLIC SERVICE DISTRICT; a public ~tiliw, Raleigh County, Wes~ Virginia.
’.pplieadon for a Certificate of Convenience and NecessiW ta construct ce~ain improvements to the District’s existing westewater collection system within {ts existing boundaries’~ocated in’Ral~i~]~ CounW, Wes[ Virginia,

~n ~he 25th day of June, 2009, Shady Spring Public Servic~ District (’District’) flied.an application, duly verified, for a Ce~ificate to construct ce~aln improvemen~ to the~District’s exis~ng wastewater collect{on ~stem
thin its existing boundaries located in Raleigh County, We~t Vh’ginia and for approval of a Capital Improvement Fee. The applied}on is on file ~ithand available for public i~~ ~ i Commission,

’~c~i~e~%~n~Sc~?~n 1o its ,ys~em will cost an amount not ,o exceed $2,500,000,00. 1, is proposed that the construcfio’n will be financed a, follows:~ =~=1V~.~ ce    ,
he Distric: proposes to finance the project through a loan ~ith the Was{ Virginia Department of Environmental Protection, SRF Loan Fund Program, in an amount not to exceed $2,500,000.~0 for a t~rm not to exceed 38
ars, at an interest rate 0� 0%~ With an administrative fee not to e~ceed 0.5%. . ¯
’he District anticipatts charoi~ the following pro-project a~d post-project rates and charges: "

~ PRE-PRO~C~ RATES AND CHARGES

’P~ICABI~iTy
SCHE,DULE I

".pp/icable within the entire terrftory sere8 except for ~he ~hent area and so.ice area formerly served b~ Glade Springs Utiliw Limited Liabiliw Company and Flat Top ~ke Asso~ ~tlb~,q ~, ~] "

wailable fo~ domestic, commer~ial~ indu~rial (except unugual industrial Waste) and resale sewer .serv ce �," "- " " -. ".",~ .hc~t#~ ¯ .

~sage Charge: $~.90 per 1,000 gallods of water usage .
AT RATE CHARGE (Customers with non-metered water su~p y}
quivalent to 3.8~.gatlons of water usage $30.02 per mon~ "
NIMU~ CHARGE. ~.
Io bill will be "rendered for less" then $19.75 per month.whJch Is equivalent of 2,500 gallons
TURNED CHECK CHARGE ..... ’
, sew}ca charge of.$25.~0 will be imposed upon any cqsto~ers whose cbeck for paymgnt of charges is returned by the bank fbr any reason.
SCONNECT - RECONNECT-ADMINISTRATIVE FEES
~henever water seryice" has ~n disconnected for non-payment of.sewer bills in conjunction With a water sew}ca termination agreement w~h Raleigh Coun~ Public So.ice Dis~rict, Cool Ridge / Flat Top Public Se~ice
;trict. Beckley Wa~er Co~pany, Or ~e~ Virginia AmericaniWater.Company, Inc., a di.sconnection fee of $25.00 shall be charged; orJq the even~:the ~elinquent sewer bill is collected (affe[ term nation s sta~d) by the
¯ tter company or the’Di~ri’qt, an administrative fee of ~5.0b shall be charge. ¯ ¯ .    " . . . : -
~henever w~tet ~rvi~, whichhas.~en previougly disconnected or other}so ~thheld for non-pa~ent of.a sewer bill in conjunction with a sew}ca term nat on agreement with Raleigh County Public.So.ice Distri=,
ol Ridge/Flat Top Public.So.ice Di~ri~,.Beckley Water ~ompany, or West Virginia American’Water Company, Inc., is rgconne~, a re~nnecti~n.fee of.~5.00 shall be charged. ¯ ¯ " " . " "

,1~ new applicants for residential or other sewer se~ice sff~fl mgke ~ dep6sit of (I] fi~y dollars ($50.00) or (it) ~o-twelffhs (2/12) of the average a~nual ~age fo~ the applicants gpecific ~u=omer class for sewer sew}ca,
zichaver is greater, with [he Districf to secure thepayment~of sewer so.ice r~es and charges. "      "                                                                       "
.LAYED PAYMENTPENAL~ .    ’                   ’ " ¯             "       "        "
~n all current billings not paid in full by the }&test pay dat~, fen parent (10%} will be added to the net current amount unpaid. This delayed payment penalty is hot Interest and is to be collected only once for each bill
tare it is appropriate.                                                                                                          ¯

he’fel,owing charges are to be made whenever the utility in~alis a new tap to sewe an applica~t. .    . " " ¯
. tap fee of $100.00 will be charged to ~ustom~rs applying ~or so.Ice before construe}oR is completed adjacent to ~e ¢u#tomer’s premises in ¢onne=ion wi~ a cart fiche proceeding before the Commission This pre-
nstru~ion tap fee will be invalid after the ~pledon of c~nstruction adjacent to the applicant’s premises that is associated with a ce~ificate pro~eedlna " , "
: tap fee o[ $300.00 will be charged to all ~#tomers who a~ply for serv~ O~side of a ~e~ifi~ate proceeding before the Commission for each ngw tap ~’t~e system. , " ¯

3.00 pe~ 1,000 gallons of water ts to be :use~ when a bill r~flects udusual water c0nsumpt[on which can be a~’~uted to eligible leakage on cus~0~er’s side~0f mgter. This ~te shatl, be ~pplied t~ all such Consumption
ova the customer’s.historical, usage; . .. . . ¯
~. CREDIT’ CABD AND DROP BOX PAYMENTS " " ... -.
: sewic~ charge will.be imposed, on E~, Credit ~rd o’r Dr~p B0x.payment~, ~e ampunt shall be .~qual to the actual charges to the " " ’ " ’ .ut=hty fro~ ~e finan¢=aJ m~t]tut=on for procesSin~ payment.

~ ~CHEDULE II ¯ " "

.pplicable to the Ghent area and the territories fo;merly se~ed by Gla~ Spri~g~ Utiliw Limited.Liablli~ Company and.Rat Top Lake Associatiod.
~I~BI.LI~ OF SERVICE
.vailable for domestic; co.martial, i’ndustrial (except,unuSual industrial wa~e}.an.d resale sewer so.ice.
~ (Cgstomffrs with metered wato~ suppJy)
ustomer Charge- Each customer shall pay a cu~omer charge of $20,26 per month
ommodity Charge - Each customer s~all pay a commOdit~ charge of.$7.90 per 1,000 gallons per m’onth.
KT RATE CHARGE (Customers with non-metered water s~pply). ,.
qdiva ant to 3,800 gel ons of ~ater usage $50.27 per month ($20.25 ¯ $30.02}
NIMUM CHARGE ’
o bill will be ;endered for less thah $40.00"per month ($2~.25 + $19.75) which is equivalent of 2.5~ gallons                                                                                   ’
TURNEO CHECK CHARGE                          .                                                                 .
service charge of $25,00 will be imposed upon any customers ~hose check for payment of charges is rffturned by the ba~k for any reason.

~CONNE~ - RECONNEC~ ~ ADMINISTRATIVE FEES     ~                                             .
/behaver water service has been disc~nnected for non-payment of sewer bills in con unction with a water service termination agreement with R~eigh Coun~ Pub ic Se~ ce D strict, Cool Ridge / Flat Top Public Service
~ri~, Beckley Water Company, or West Virginia American;Water Compafiy, Inc., a disconnecbon fee of $25.00 shall be charged; or in the event the delinquent sewer bill Is co}]acted (after’term nation ts started) by the
tar company er ~e D strict, an adm nistrative fee o~ $25 0~ shall be charged. ’ ¯ ’ ¯ " .. ’ . .

lhenever water se~ce, which has been previously disconhe~ed or othe~ise withheld for non-payment of a sewer bill in co~jun~ion w~th a se~ice’termination agreement With Raleigh Coun~ Public Servi~e D]stri~,
ol Ridge t Flat Top Public Service District Beckley Water Company. or West Virginia American Water Company, Inc., is reconnected, a recodnection fee of $25.~ shall, be charged.
CURI~ DEPOSIT " "
II new a~ficants ~r residential or other ~ewer sew}de shall make a deposi¢ of (I) fifty dollars ($50.00 or (it) two-~elffhs (21t~) of the average a~nua}.usage for the applicant’s specific customer class ~or sewer so.ice,
ichever i~ greater/with the DiS~ricl to secure the pavmont;of sewer service rates and charges. " ’ ¯
LAYED PAYMENT PENAL~
¯ n al~ current billings not paid in full by the latest pay date, te~ percent (10%) will be added to the ne[ current amount unpaid. This delayed psyment penalty is not interest and is to be ~llected ~nly once for each bill



;~.~_LAYEI:~ PAYMEI~T pENALI~                                                                                                                                                                     ¯
On all curren{ billings not paid in full by the latest pay date, ten percent (10%} will be added to the net current amount uhpaid. This.delayed payment penalty is notinterest and is to be collected only once for each bili

,vhe~e it is appropriate.                                                                                                         ’

The following charges are to. be made whenever the utility:instalIs s new ted to serve an applicant.         .
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 certificateproceeding before the Commission. This pre-

;o~struction tap fee will be invalid after the completion of construction adjacent to the applicant’s premises that is associated with a cert[t]cate prqceeding.
A ~al3 fee of $300.00 wilt be charged to all customers who ~pply for service outside of a certificate proceeding before the Commission.for each new tap to the system.

-EAK ADJUSTMENT ¯ -
$3.00 per 1,000 gallons of water is to be used when s bill reflects u~usual water consumptio~ which can be attributed to eligible leal~age on customer’s side of meter. This rate shall be applied to all such consumption

~bove the customer’s historical usage; . ..
~FT.,, CREDIT CARD AND DROP BOX PAYMENTS .
A service charge will be imposed 4~n EFT, Credit Card or Drop Box payments. The amount sh~,ll be equal to the actual charges to the utility from the financial institution for processing payment.

" i                            SCHEDULE III - All Customers
SURCHARGE FORMULA TO BE APPLIE ,~ IN CA~ES WHERE SURFACE DRAINAGE IS CONNEC’[ED TO ’SHADY SPRINGS PUBLIC SERVICE DISTRICT’S SEWER SYST~[~

&PPLICABILITy ¯ ¯ . : ¯ .
~?~bere Shady Spr     ng PaD has d ecovered that a euetomer’~-.     , roof dra n, down. spouts, storm     ,sewer.~)r other s mar faci tes conducting sun’ace.water, have been. connected to the. ,Dietr ct’s.sewer, system, and such. a cue-

:Diner has failed to take appropriate action, within thirty (30)~ days of receipt of a demand by tne District m accordance with t.he rules and Regulations of the Pubic Serv[ce Commission, to ehmmate such connect=on a sur-
:harge will be imoosed upon the customer calculated on th~ basis of the following formula:. ¯ : " .

S = .A x R x 0,0006233 X C
! . S = Th~ surcharge in dollars

A = The area under roof and~orthe area of any other water collection surface connected to the District’s ~’anitary sewer, in square feet,
. i ¯ : R = The measured monthly rainfall, in inches. "

0.0006½33 = A c¢;nvers!on facto~ or to change inches of rain x square feet of surfa~:e water to thousands of gallons of water.
C = The District’s approved rate per thbusand gallons of metered water usage.

¯ TP~e District shall not impose the surcharge unless and until the customer has been notified by certified mail, re~urh receipt requested, p~ by hand ~elivsry, that it has been established by smoke testing, dye test ng or on-
,:lie inspection that rain or surface water’ [s being introduced, into the District’s sen tar,/sewer system atthe customer’s.loc~tion, and t~at the customer has not acted wi{hin thirty (30) days from receipt of such notice to
;l{vert the water fr0m’the District’s Sanitar~ Sewer System, t ¯ . ¯ - ¯ " " " ¯ ¯
Said surcharge shal be calcu ated and imposed for each ~onth that said condition .contin~es tO ’~xist. Failure.to pay the’surcharge and/#r cerreet the situation shall give rise ~o the Po.sstble termination of water.service

n accordance with the Rules of the Public Service Comm ssion of West Virginia,.

SCHEDULE IV-All C~stomers
SURCHARGE FORMULA TO BE APPLIED’TO A CUSTOMERi PRODUCING U~USUAL,WASTE . . "
The Charge for the.treatmeht ef unusual waste will be calc~late’d.on the ba~ts of the following:formela:.

" " " ; . " Ci = VoVi+BoBi-~SoSi’¯ Cl = Charge to unusual users per year
YD.= Average unit cost of transport and treatment-chargeable to volhme, in dollars per galtor~

. Vi= Volume of wastewater from unusual users, in gallons per year .
Bo = Average unit cost of treatment, chargee.ble to Biochemical Oxygen Demand (BOD~, in dollai’s perpound

. ¯ . . B1 =Weight of BOO.fror~ unusual users, in pounds per yes~ . , "
So = Average unit costs of treatment (inclu~llng sludge treatment) chargeable to total solids, it) dollars pep pound ’

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

When an unusual user is to be Serve~, a preliminary study;ofits wastes, and th~ cost of transport and treatment thereof, will’be m~de. Waste containing materials which, in the judgement of the District, a~ouid not be
n.~"oduced into the sewer system need not be handled by it.:The results of this preliminary study will be used to determine thefe~sidility 6f the prOposedsewer service and the charge therefore, based {Jpon the formula
et out above. " " ’ " " " " " ’ " ;
T~ereafter, unusua ~ewage wi!l be monitored on a regular~ basis and at the oooclusib~ of, each fl.scal yea[, based, on the-inyestig~tion aforesa, id a.~d. audit o.f the.Shady Spring .Pt~bli~ Service’District’s records, new cost

igures will be calculated for use in the abbve formula. The cpst of establishing the momtormg facihtles shall be paid by the unusual, user, or.reruno.gwen by the D~strict, as the case may be. Such audited figures will then
~e u~ed for the preiimtnaW billing for’the ~ext fisca year, at~the end of’which an adjustment Wiltbe rfiade as aforesaid.

: 8CHEDU.~E V - All Customers
A~PLtCAi~LE INSIDE AND OL).T..S(DE THE CORPORATE LIMITS 0F THE SHADY SPRING "PUBLIC SERVICE DISTRICT ....
Where the.amount of sanitary sewage discharged into the Shady Spring waste treatmeqt system by certain industrial plant or p|ants cel~not be.a{:c#rataly determined by the use of the District’s water meter or meters,
nd sad plant cannot nsta a flow meter to measure such Waste, a special formula will be used where.by such pl?nt or plants will pay to the Shady:Spring Public Service District a sewer charge calculated at flfW
3ns of water per each employee.at the plant each working day. : - -

; SCHEDULE Vl - All Customers
~PPLICABILtTY . . ’ :
Available in entire territory served.
,VAILABII, ITY OF SERVICE "
Availab|e’for wastewater and lea.chate haulers. "

Usage Charge’ Each ~ae er sh~ pay a commodity charge of $25.00 per 1,000 gallons per load. Load will be two ti’mes t~e actual capacity of the truck or other transport method delivering wastewater and le&chate. Actual
apamty shall .be determined or verified by the Shady SpnngI P.S.D.
~ELAYED PAYMENT PENALTY
The above schedule is net. Od all accounts not paid in full ,Jvhan.due, te.n percent (10%) wilt be added to the ne~. current amount unpai.d. This dela~/ed payment penalty is not interest and is to be collected only on(~ for
ach bill where it is app.roprlate ....
ETURNED CHECK CHARGE .
A service charge equal to the actual bank.fee assessed to the Distdct up to a max[mum of $25,00 will be imposed ueon any customers whose check for ~aymen~ of charges is returned by the bank due to insufficient
;ntis.
FT. CREDIT ~A~O AND DROP BOX PAYMENTS -
~, s~rvice charge will be imposed on EFT, Credit Card or Dro:p Box" payments. The amount shall be equal to the actual charges to th~ utility from the financial institution for processing payment.

...qCHEDULE VII - All Customers



C,~P!TAIE :MPROVEMENT ~:~E SCHEDULE, VII - All Customers

Appllcable to developers only, ~Nhich is defir, ed .as a person, cGfporetion, or entity who!that is in ~he business of lend and/or commercial or housing development for profit, or a person, corporation, or entity who re.
quests an alternative main line extension that ind;udes the installation of mains by the parson, corporation or entity. Owners of ex sting or new {being constructed) single family structures, where the person applying for
service will be the customer of record, and the prbposed service leas{ion is not part of a larger lend tract development, s~.all be exempt from payment of the
C~,PI’T’AL IMP,ROVEM~NT FEE                                                              "

There shall be peld ~o the Shady Spring Pubiic Service District, either (a~ at the time the application is made for connection to ~e sewer system of an unserved facility cons{fueled pursuant to a building permit issued,.
o ; ¯
{hi when service is commenced to an unserved f~cillt~, constructed oursuant to a building permit issued prior to approve{ of this provision~ the time of payment to be at the e!ection of the Dietriet, e capital improvement
fee of S2,000 for each residential ~:onnection, Connections for non-reSidential use ~ha{I be paid in accordance with a residential usage equivalent schedule set forth below. The funds collected from the capital improvement
fee shall ba maintained }n a s~parate fund administered by r.he District and ahall be used only for the purpose of aapt’tsl improvements of th~ Distric{’s sewer system, Any ~tem that is considered ~ oapita] asset would be
eligible for funding by these fees. These funds m~ t also be used for payments pursuant to mainline agreements end alternate mainline agreements With reimbursement #equirements. The usage equivalent for other than
single family residentiat units for the capital impr )vements fee shall be based upon the.following:                                                                       ¯
~ RESIDE NT{AL_ US~ .

GALEONS PER DAY ~150/unit 1.0/unit .2~0!ailey 1.331alley ’
~member 0.05/member
2/metuber 0.016/member
32/seat 0.213/seat
35i~eat 0.~23/seat.2/patron 0.01~patron . " .
201seat 0.132Jssatl.ZO(room O.81room15/persorVsh|ft ¯ . 0.1/p~son per shift .250/bed " 1.67/bed "

¯ 150~ed . 1.0/bed " ..75/person, 0.Sfpersqn
¯ l.S/pareon 0.11per,~on
¯ 250/Washer 1.67/washer ’150/ur~t space : "t,0/~nlt space ..

1201room 0,6/morn
400/toilet.room .. 2,67/toilet room
150/r~s~dente . ¯ . .1,0frestden~e ’ "

15/pupil 0.1ipupll"
18/pupil.. 0.12/pupil.20/Dupit : 0.133/pupil
76/pupil g,5/pupil . "500/set of ~)urn’ps 3.3~/~eLof pumps

¯ 16/100 feat of sales area 0.12/100 feet of sales area
10/swimmer design c.~pacity 0.067/swimme=: design capacity

Drive Inn " ’" 4!car space 0.027/car space "
¯ Other(s) 3/seat’. " "- .... O.02/seat .Warehouse , " 15/employee ’. " ; 0.1lemployeeIf a unit doesnot appear on this schedule, the ~istriL’t shal.I determine its. Residential Usage Equival~n~ in cot~aultatlon with its consulting ehgine~r. ¯

¯ .’ ~ {THIS A~) CONTINUES-ON

Apartments
Bowling Alleys
Churches ~ith kitchen
Churohes without Eitchen
Food Service - .

"Fast Food Restauran~
"Bar and Cocktail Lounge
Tavern.: Li~le or no food
Hotel
Industry, sanlta’ry
Hospital .Nursing Home~
Others
Of~*ice ~uildings .
LaundW Self
Mobile Hbme Park
Motels .... " "
Retail Stsres.,
Residence,
School

Day,’no ~fdteria/showers
Day with cafeteria
Day with¯ cafeteriafshow~r~

- Boarding
Servi~e Station
Shopping Center
Swimming P~ls
~eat~rs



POST-PROJECT RAI k~ AN[J ~HAHL~I:~ "

ApplJcabl~ within the entire territo~ sspJed except for;.t.he’Ghant area and seroice area formerly sewed by Glade Springs U~ility Li’mited Lia~tll~ Company an~ Flat Top Sake Association.
AVAILAelLI~ OF SERVICE                          ,                            "     "

Ave able ~0r domest~c~ commercial, ~n~u~r al (except bnusuel industrial waste} and resale 8ewe[ service.

Usage Charge: $6.15 per 1,000 gallons of Wa~er usage
FL&~ RA~ CHA~G~ (Customers with non-metered water supply)

Equivalenc t~ 3.8e0 gallons of water usage $30.97 per ~onth
M1NIMUM CHARGE

No bill wilt be rRndered fe~ ass than $20.38 p~r mon~, ,,reich is equivalent of 2,500 gallons
REEURNED CHECK,BARGE

A se~ice cha~e o{ $25.~0 will b~ imposed upon any customers whose c~eck ~&; payment of charges [~ returned by the bank for any
~CONNECT ~ RECONNECT- ADMINfSTRA~VE FEES ~ ¯

Whenever water service ~as been d(sconne~ed for n~h-payment of sewer bills in conjunmion with a wa¢~ servic~ termination agreement with Raleigh County #u~ii¢ Se~v~e O~stdct. Cool Ridge i Fiat Top Public Service
D[str ~ Beck~ey Water Company or West V~rginia Ame~ can Water Company nc. a d{sconnect{en fee of $~5.00 shall be ¢harged" or in the eve ~t the de inquent sewer b ( [s ca acted (aRer t~rm nat on ~ ~.=,,~a~ ~-
water company or the D~stfict, an adm~n~rative fee of $25.00 shall be charged, ’ - , , .

Whenever Wa~er se~ice, which has b~n previously d~ne¢¢ed or o~he~i~e withh~}d fer’no~-paym~nt of a se~e~ bill in conjunct}on ~it~ a se~ic~ te~in~ion a~r~me~t with.Raleigh Count~ Public Serv ce Dtst~ ct,
Coo( Ridge f Plat Top Pub ic Service Di=rict, B~kleV W~ter Company, or Wast virginia A~eri~n water ~ompany, =no., is raconne~ed, a re~dnneet=on tee of ~5.OO snail, ~e cnarge~. "
~RI~ OEPOSIT . ~ . " " , . ¯ " . " " ¯ ¯ . "

All new applicants for residen~}a} 0r other sewer se#~i~e shall’ make a deposit of (I) fi~y dollars ($50.00), or {~i) #,~o-tweiffhs {~12) of the average annual usage fo~ the applicant’s spee(fic customer class foc sewer so,ice.
whichever is.greater, w~th.the D~strict to secure the payment of sewer se~¢e rates and charges, ¯ "

PAYMEN~ PENAL~EELAYED " t ’ ~ . " "
On all current billings not paid Jn full by .the )atest pa~ date, ten percent (!0%) willbe a~ded .~o the net current amounl u~paid, T~is detaye~ payment penal~ is not interest and is tp be ~olle~ed on y Once for each

where it ~s appropriate, - :
~ ¯

The fo~io~ing ~harges are to be made whenever the ~tility ~nstalls a new tap to sere an applicant.
A tap ~e of $100.00 will be charged te Cus~me~ a~pJying for service before c0qst(uctioa is co~np~eted.adjaeent to the custom~ premises i~’ ~nne~ion with a c~fleate proceeding before the Commission. Tl~is pro-

construction tap fee w{{I ~ (nvalid after the ¢om~let(onto~ construction adjacent to the applicants peeresses that is associated wi~ a ce~ifica~e pro~eeding~ " .
A tap fee of ~00,00 will be’char9~ to all.custOmers ~ho apply ~or se~ice outside of ~ cert~fl~te pro~ed~nQ before the Commission for each new tap to, the system.

LEAKADJUSTMEN~ " =. " " " "    . ¯ " ¯    ¯    . " ¯    ’
~ $3.~0 per 1,000 gallons of water is t~ be dsed when a}bill coffers.unusual water consumption which Can be attributed to ellglble’leakage o~ c~ome£~ Side of meter. This rat~ sball~be applied to ~{l such consumpt;en
above ~he customeffs.historical usage~    " ~ . "

¯ ~. gREDIT CARD AND.DROP BOX PA~4ENT~ i " " :"
A service ~harge Will be imposed on E~, Cr~lt Card o~ Drop BOx payments The amount she J be equal to th~ actual charges to the u#lity ~rom the financ)a] }n~ution for pzocessing ~yment, "

ApPUCABlU~ ..
Appli~ble ~ the Ghent area, and the territories fo~e~ly served by Glade Springs Utili~ Eimtte~ Liab)}i~ Company and Flat TOp Lake

6VAI~8(L(~ OF $ERVJCE. ¯ ¯ "
~vailsble for dom~tic, commercial, i~dustrial (excep4 unusual {~dustdal waste), and resale sewer service.

~ (Customers With me~ered water suppl~) ¯ ¯ ~" . . .
~=omer Charge ~. Ea~ customer shaf~, pay a cus~m~r charge ef $19:28 ~r ~q~h ¯ . ,
Commodi~ Charon -E~ch customer Shall pay a ~m~odi~ charge of $8.15 per ~,~0 gal(o~ pe~ month.

~ (Customers with non-metered wa~er supply) ¯ ’ ¯
Eq~ 9alent to 3~800 galloh~ of wa~r uSag~ $~0.22 per~month t$1~.2~ ~ $30.97)

~MUM ~ARGE
No bill will be rendered ~r }~ss the~ $3g.~ Per ~ont~ ($19.25 + $20.38) which is equiva~e~ of 2,500

~ETURNED CHEEK CHARGE ¯ , ¯
A so,ice charge of SZ&00 Will b~ imposed ugon any ~ustomers whose check for.payment of charges ~s returned by ~e b~nk for any reasoF. . , ’ ’

DISCONNECT - RECONNECT - ADMINISTRATIVE FEES~ " . " "
W~never water service has been dis~o~ne~ed ~or ~n-payment o~sewer bills in conjunction w~h a water ~wlce term[pelion a~reemeht with Raleigh Coun~ Public Sa~i~ District, ~ol Ridge I Flat Top Public Se~ice

O~stdct, Be@lay Water Company, or West Virginia American Water ~9~Pa.nv, Inc., a dTsconnection leeof $25.00 sl~al~ ~ chargsa; or in the event the delinquent sewer bill is collected (after termination is sta~ed) bv the
w~ter ~mpany or’the D~stri~, an adm~nlst~tNe.~a of~$2&~0 sha[I be ~argad. . , , " . . "    " . " ¯ .

Whenever water so,ice, which has been pre~}~us~y disconnected or otherwise withheld for non-payment of a sewer bill Jn con~nction w[~ a s~ice termination agreement w~th Raleigh Coun~ Public Se~ice District,
Cool Ridge I Fl~t Top Public Sewice Piszri~, 9eekley ~ter Company, or West .Virgin~a American Wate[ Company, Inc,, is r~ce~nScted, a recennection fee of $25.00 s~al~ be charged.
~R{TY OEPOSLT ~ ¯
¯ All new applicants for residential or oth’er’sewer setvi#e shall make a deposit of (I fi~/dollars ($50.b0}, ¢r ([i) two-twe{~bs (2/t2~ of th’e average a~nual u~age for’~e applicant’s specific customer class for se~r serv(~.

which8vet ~s greater, w th the Distri~ to secure the pan,ant.of s~wer serv ~.rates and charges..
DE~AYED PAYMENT PENAL~ " t ’ . , ¯ ¯ ¯

" ~n all current billings ~ot £a(d in fur{ bY the latest pa~ date ten percent (10%) will be added to the net current amount’unpald.’This delayed payment penalty ~s not interest abd is to be cotlected only once for each bill
wheCe ]t ]s appropdate. ,
~ i - " . ..
The fol~o~ng charges are ~ be made whenever the 0t~lity ~ns~l~s a new tap to sere an applicant.                   . -     . .     .               _
Atpa feeof      $1Q0 00 wll~ b~ char ed to customers a.     ,g P Y g~l ~n fo~ service before constru~ion ....s ~mpleted adjacent to ~e cu~omer’s prom sds ~n connexion w~h a ce~i~cate. proceeding before Comm~ss{on,~is pro,

construct oa tap fee w ]~ be inva )d after the completio~ of construction ad}acen: to ;no appheant’s premises that ~s ~oc~ated w=th a ceRIfi~te proceedmg,
¯ A t~p fee of $300 00 wi be chaPged t0 a cu=omers Who app y for’service outside o~ a certificate proceeding before theCommission for e~h new4~ to the s~em.
~ ¯ . ; ¯ . , .’ . . .- , . , . - .

$3.00 per 1,000 gallods of water is to be used when ~ b{tl rafters unususl wets# consumption which ca n .be a~,ributed to e~ig~b~ leakage dn customeds side of meter. This rats shal~ be 8ppl{~ to at{ such consumption
abode the customer’s historical usage.
EFT. ~REOt7 ~ARD AND DROP ~QX PAYMENTS ~
A so,ice cD.arge.w~ll be ~m9osed on EFT. Credit Card or Drop, 6ox payments, The amount shag ~e equal to the actual charges to the utili~:fr~ the finan~a~ institution for processing payment.

SCHEDU~J][- All C~
~pRCHARG.~.FORMU~ TO BE APPLIED IN CA~~BFACE DRAINAGE IS CON~ECTED~ SNADY ~PR~NGS PUeUC 8 V ~1 1 ’       Y --M



~UFiCN,~RGE FORMULA TO BE APPLIED IN CA~..~N~ERE SURFACE DR,~INAGE IS CONNECTED TO SHADY SPRINGS PUBL C SERV C~..D S~R CT’S S~
.APPLICABILitY

Wherff Shady Spring’ PSD has discovered that a customer’s roof drain down spouts, storm sewe~ or other s~milar facilities conducing surface w~er have been connested ~o the Diarist’s s~wer system, and su=h a cue- ¯
~tomer has failed to tal~e appropri’ate action, within lhirty ~{30) dave of receipt of a d~mand by the District in accordance with’the rules and Regulations of the Pubic Service Commission, to eliminate such connexion, a sur-
~harge ~vill b~ imposed ugon the customer calculated on the basis of the following formula:

S = A x R x 0.0006233 x C
S = The surcharge in dollars

A = The area ~F, dPr roof and/or th9 area of any olher water ~ollectio~ surface connected to the District’s sanitary ~ewe~, in squar~ feet.
R ~ The measured monthly rainfall; in inche~.

0.000623~ = A conversion fadtory or to cSange inches of rain x squar~ fe~t of sudace.water to t~ousands of gallons of water.
C̄ = The Districtts approved r~t~ per thousand gallons of metered water ~sage.

Shady Spdng PSO shal~ not ~mpose the ~rcharge ~n/ffss and unti~ the customer has be~n nodfie~ by c~rtified me{I, return recaip~ requested, or by hand delivery; that it has been established by smoke tes~in9 dye te~t
~ng ~r on-si~e ~nspection that rain or surface water is being ntroduced intb the Distri~’s sanita(y sawer system at the ~ustomer’s ocat o ~, and that the customer has not acteo within thirty (301 da~s from r~cei~t of
~otibe to dive~ the water fcom the District’s Sanita~ SeWer System. . " .

Said surcharge shall be calculated and imposed for each month that said condition con)inues to exist. Fallu~e to pay the surcharge and/or correct the situation shall give rise to the possible terminati~n of water
~n accordance With the Rules of the Public Service Commission of West Virginia.

SURCHARGE FORMU~ TO BE APPLIED TO A CUSTOMER. PRODUCING ’UNUSUAL WASTE SCHEbULE IV - ~l} Customers
The Charge for the treatment 6f unusual waste will be ~alculated on the basis ofth~ following formula: . ¯

~ C.i = VoVi~BoBi~SoSi
~i = cha~ge to unusual use~ pe~ y~ar

Vo = Average unit cos~ of transport and treatment charge~l~ tg volu’me, in doll&rs per
" Vi = Volume ofwastewater ~om unusua~ us~rs,Jn g~llons per year’.

B~ ~ Average unit cost of treatment; chargeable ~o Bio~hemiaal O~g~n Demand (BOD},~in dollars pe~ pound
. Bi ~ Weight of BOD ~rom unarualusers, in pounds per year

So = Average ~it c~sts of t~atm~ (ihcl~din~.sludge tt~atmentJ chargeable $o total ~li~s,~n doli~rs per pound

When an unusual user¯ s to be served, a preliminary st
introdbced into the sewer system need not be handled 1:

¯ set out above.
Thereafter, unusual sewage will be monitored on a E~;

figures w I be ca c~ ated for usa in ~l~e above formula, T
.be used for the preliminary/, billing for the n#xt flscai yea

APPt~ICABLE INSIDE AND OU3"SIDE.3".HE CORPORATE l
Whets the amount of sa.nltary sewag~ discharged into

and said plant cannot install a.flow meter to measure su
~ons ~f wa~er pereach employee at the pJaot ea’ch worki

AppLICABILiTY - . ..
Applicable in entire territo~, served.

S = Weight of total solids from.tin.usual users, in pounds p.er year.: ..                               :

~dy of its ~vastes, and the cost of transpqrt and tre~iment thereof, will I~e made. Wast .~ containing materials which, in the judgement of the District, should not be
, it. The results of t~ie preliminary study wi.ll.be u~ed tq de.terraine ~the feasibility of tb..e proposed’sewer service and the charge therefore, based upon the formu a

ular basis and at th~ conclusion of each fiscal year; based ~n the investigfftio.n aforesaid and.audit Of the Shady Spring Public Service District’S records, new cost
~e cost of establish ng the mon.itcrlng facilities sh,~ll be paid by the u~Usual hser, or refund given by the District, as the case may be..S~ch audited figures ~ill ~hen
at the end ofwhich an adjustment will be made as aforesaid..

" .S~HEDULE V - All Customers
IMI-(’S .oF "I’HE SHADY¯ SPRtN.G PUBLIC SER~ICE D~STR]CT. ¯
lhe Shady Spring waste treatment system by c~ain-industriai plant or plants cannot ~e accurately determined by the us~ of the Distri~’s water meter or. meters,
;h waste,.a Special formu!a will be u~ed whereby Such ~lant or plants will pay.to the SHady Spring Public Service District a ¯sewer charge ~elculated at fifty (50) ga -

day,         "                .         ~ .

SCHEDULE VI - A~I Customers

AVAiLABILITY’OF SERVICE
Available for wa~tewater and leac~ate haulers, . .

Usage’Chargel E~ch hauler shali pa~f a commodity charge of $26.00 per 1,000 gallons per load. Load will be two times the actual’ ca~a~:ity of the truck or other transport, method delivering wastewater and leachers, Actual
capacity shall be determined or verified, by the Shady Sl~’ing P.$.D, ¯
OELAYED 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 ampu~t unpaid, T ~is ~elayed payment per~alty is not Interest and is to be collected only once for
each bill where it is appropriate.
~RET.URNED ~;H~(~K CHARGE ¯ ¯

A service charge equal to the actual bank: fee assessedi to the District up to a maximum ~f $25,00 will be imposed upon any customers whose ~heck ~or Payment of charges is returned by the bedk due to insufficient
.:funds..
EFT, CREDIT CARD AND.D~OP BOX PAYMEnTs. -
~, service charge will be Ir~posed on.EFT, Credit Csrd o~" Drop Box payments. The amount.shall ba ¯equal to the actual charges tothe utility from the f~nancial institution for processing payment.

~ $Cf~EDULE Vii- All Customers
CAPITAL IMPROVEMENT FEE ’
AF’~LICAE[[LITY / ¯ " " -

Applicable to developers only, which is defined as a p~rson, corporation, or entity who/that is in the business of land and/or commercial or housing development for. profit, or a person, csrporation, or entity who
:~usets an a~terna’~ive ma~n llne ~xteneion that includes the inst~l~atlon of mains by the person, corporation or entity. Owners o~ existing:or new’(being constructed| single family structures, where the person applying for
service will be the customer of record,.and the proposediserv, ice location is not ~art of a larger lan~ tract development, shall b~ exempt from payment of the CIF.
CAPITAL IMPROVEMENT FEE . " - = ¯ ¯ .

Ther~ shall be pa~d to the Shady Spring Fublic Service ~i’strict, either (a} at t~e time the application is made for connection.to the sewer system of an unserved fa¢ilib/constructed pursuant to a building permitissued,
~r (b) when service is commenced to an unserved facility: constructed pursuant to a building permit .iss,.’ed prior to approval of.this pmvlsion, the. time of payment to be at the election of the District, a capita! improvement
See of $2~000 for each resident a connect on. Connect one ~Or non-resid.ent al use sl~all be paid in eccordanc~ w tha res dent a usage eqo va ant ~ch’edu e set forth be ow The funds col actedfrom the capital improv;ement
See sha~l be maintained in a separate fund administered by the District and shall be used only ~or the p~rpose cf cap.ital.improvements of the D,lstrict’s sewer system, Any item that is considered a capital asset would be
.=!ig ble fSr func;ing by th~se fees. These. fu~ds ~nay also l~e used for p’ayment~ p~ rsuan~ to main ins ag’r~ements and ~Iternate main ins a.greements w ~h reimbursement requ rements. The usage equivalent for other than
sing’l~ family residential units for the caoita Improvemer{ts fee shall be based upon the .following: "’
~ ..... RESIDenTIAL i U__~ _C~



CAPIT~L IMPROVEMENT FF,~                                                                   ’

Applicable to developers on~y, w~’;¢h -’s defined as e person, corporal.ion, or antily who/~hat is in tt~e b~:s;na~ of lend end/o,~ :ommercial or housing development for pro,=iL or a person, corporation,
quests an alterna~v~ ma~n.~ne ~x~ens~on tha~ ~nc~ud~s the ~nsta~at~on o’~ ~{n~ by th~ pP~’son, c~3~a~ or e~t~/. Owners o~ ~x~h~gor new (~ing ~stru~a~ single ~am~ly slru~lu~s, where the person app~yh~g ~or
sa~[ce will be the ’customer of record, and the propo~ se~ice lock,on is not pa~ of.a larger lend [tact development, shall b~ exempt from payment "of the.CIF.
~ARTAL IMPROVE@EN~ FE~

There shall be paid :o the Shady’ Spring Public Service 0istrict, either (a) at t~ time the appl[catio~ ~s ma~e for con~ection to the sewer system of an unsexed facili~f conducted pursuant to a buqdin9 permi~ issued.
or (b) when sewice is commenced to an unsewed ~&cility const~cteg pursuant ~oe building permit ;ssued prior to approve] of ~is provision, the ~ime of payment to be at the election of the District, a capi~l improvement
fee o{ $2,000 for each resident a conn~t~on, Conne~[ions for n~n-~esidentia use shal be paid in ~ccordance with a residential" usage equivalent schedule set fo~th below. The ~unds c~ acted from the capffai improvement
fee shall be maintained in a se~afate ~und administrated by ;he Di~rict ang shall be used only for the g0rpose of capital improvements of th6 ~str(c~s sewer system. Any item that ~s considered a capital asset would b6
e~g~b~e {o[ funding by,these fees. ~hese f~nds may ~lso be used for payments pursuant to maintine agraemems and alternate m~inline agregma~ts w~ reimbursement requirement. The u~ge equivalent for other than
s ng]e faro y.~sidential units for the caoital improdements fee shell be based upon the foliowlng: "

. ~ALLONS PE~DA’Z EQUIVALEN~
Apa~men~s 150/uni~
Bowling Alleys 200~alley 1.33!alley "
Churches w~th kitchen -Btmember 0.0~m~r
Churche~ witho~ kitchen ~member 0,01,37memba[ .
Food SewJce 32/seat 0.21~seat
Fast Food Res;aura~t 35/seat 0.231seat
Bar and Cog(tel( Lounge ~ ,~patron
Tavern-Li~le or ~o food "20/seat . 0;1
Hotel ~ 1201room ¯ 0.~toom
Ihdustry, sanitary .} ~5/pe~on/shi~ 0.1./pe~n per shi~
Hospital 25~e~ 1;67~ed
N ~ rsing Ho’~es ~ 150~ed 1,0~ed ,
Others 7~pe~son .... . 0.5~pe~on
QffceBuldi~gs ’, 15/person " 0;l~pa~on,
Laund~ Self:So.lee ~EO~her l.~asher " ":
Mobile, Home Park ~ 150/unit s~e ¯ 1.0/unit space "
Motels ~ 120/room 0.~room :

"Retail Stores 400/taller room ~ 2.67/toilet r6om
Residence ~ lE~resJdence 1.O/res~dence"
School .

D~y, no c~feteria/show~rs l~pupil =.

. Day with ~eterialsh~wers 2Wpupi~ , 0.133/pupil
Boarding : 75/p~pil 0.5/pupil
Sewice Station "500/set of oumps ¯ . , 3.33/set ~ pumps
Shopping Center " :, 1~100 feel of sales ares 0.1~100 feet of saJes area .
Swimming Pools’ . ; lO~mmer ~eslgn.cap~c~ty 0,067/swimmer design
~e~tsrs.

Drive Inn ~ . ~car space o.027/car space
Other(s) , 3/seat O.O21&eat

W~rehouse - " . l~mploye~ ~ 0.1/employee
If a unit d~es not appear’~n th~s s~edule,.the D~st~ sheet dateline ~ts Resident}at U~age.Equ~va~ent in consultation with ~ts consulting e~g)~eer. ¯ . .
The proposed increased rates and charges will p~o~uce.apprbximately $254,2,17.00 annually, on an interim basis, an incr~a~ of 14.3%, and upon ~pletion of the p~o~sed pro Jam, additional revenue of ~;286.~0,an

increase of 2.41%, " " " ~ " ....
~he i~cree~es show~ a~e ~d dn averages of a~l ~u~ome~ in the {rid{cared c~ass. Individual customers may receive increases that are grea~er at less then average. Fur~er more,

on-ly a proposal and are subject to change (inctease~ or decreases) by, the Fubl~c Sew.ice Commission i~ I~ revi~ of th)s filing. " ~ .....
Pursuant to.J24.2-11 West Virginia.Code, iTIS OR~RED ~at the Shady Spring P~ic Service District give notice of th~ fili.ng hisaid appti~tiOn, by publishing a ~py of thls order once in a newspaper duly qualified by "

t ~e Se¢reta~ of state, published and qf general.circu~at~on In Raleigh County, makln~ due’retur~ to this Commi~ion o~ proper certification of pqbltcatfon Immediately a~r puhli~tion. Anyone desiring to,protest or inter-
vene shah d file a Written protest or notice of ~ntff~,~tioR within 30 days fo~lowing the date of this publication units otherwise modified by Cdmmissibn order. Failure, to timely prater o~ inte~ene ~n.~ your right
to protest a~pects of this ce~ificate case, including a~y associated rate increases.’or ~ ~ipate ~n ~ture pro~ings,’Afl protests or’reque$~ to ~ntewene.should briefly state the reason for the protest or intervention.
Reque~s to ~te~ene mu~ comp~ with the Commission’s rules on ntewept on set fo~h in the Commission’s Bules 0f Practice and Procedure. Aft protests and interv~tio~ shouJd’~ ~ddressed m S~ndra Squire,
Executive SsciataW, P.O. B~x 812, Cha~Jesto~, We~ y~rgi~ia 25323. . . ¯ -. ~ ¯ " ¯ " " ¯ "

T tS FURTHER ORDERED that if no proteus are racE~ved’~th~h said thirty {30) day period, the Commission may waive formai headng a~d grant the application based on the evidence ~bmi~ed with said appffcat~on and
its review thereof.    . ~ " " ¯

A T~e Copy, Testa:
~ " . ’ .. S~N~ ~eut~, Exe~u~ive’Secreta~

7-7-TUE-I-RH; LG 8588 ;

..



SHADY SPRING PUBLIC SER VICE DISTRICT
Post Office Box 235

Beaver, West Virginia 25813-02355
Phone - 304/255-1565
Fax- 304/255-3730

MINIITI~

October 15, 2010

In ~,ttendance:

Jim Wood, Chairman
John 1L Mandeville, Commissioner
Lloyd Crook, Treasurer

Jerry D. Smith, General Manager
Patty Roles, Office Manager

1. The duly called, semi-monthly board meeting was called to order by
Jim Wood, Chairman at the district’s office at 220 C & O Shop Road in Glen
Morgan, WV at 8:00 AM, motion was seconded by Lloyd Crook, Treasurer, the
motion carried.

2. A motion was made by Jim Wood, Chairman to approve minutes from
the October 1, 2010 meeting, John 1L Mandeville, Commissioner seconded
motion, the motion carried.

3. There were no quests or visitors at the meeting.

4.    Jerry Smith, General Manager made the motion to elect new officers.
Jim Wood seconded the motion, the motion carried. John R. Mandeville,
Commissioner made the motion to dect Lloyd W. Crook as Secretary-
Treasurer for a second term, the motion carried. Lloyd W. Crook, made the
motion to keep Jim Wood as the Chairman of the Board, motion seconded by
John 1L Mandeville, the motion carried.



Semi-monthly Board Meeting
Page -2-

5. Old Business

The Cool Ridge/,Fl~t Top Lake Pro!ect - Walker Subdivision
- Sewer Extension - The men are back to work at Walker - they
were able to get eight more homes tapped-in. They may have to
wait until Spring to complete the worl~

B. New Business

A. Glade Springs/Plant Upgrade

1.    All of the paperwork at DEP has been completed on the
Plant Upgrade Project. The PSD received the Final Order
on the Plant Upgrade Project, Case No. 09-1053-PSD-PC-CN,
dated October 6, 2010, from the Public Service Commission.

2. The Bond Closing for the Plant Upgrade Project
has been scheduled for Wednesday, October 20, 2010 at 8:30 AM
to be held at the district office. City National Bank will be the
Bond Trustee at a fee of $500.00.

3. John Poffenbarger, Bond Counsdman and his assistant,
Camden P. Siegrist, Attorney, and all of our Board Members will
be present for the Bond Closing.

6. Invoices for Payment

The Board Members reviewed the invoices to be paid and
Jim Wood made a motion to approve them for payment. Lloyd
Crook, seconded the motion, the motion, the motion carried.



Semi-monthly Board Meeting
Page -3-

7. Adjournment of Meeting

There being no further business to be brought up before the board at
this meetingo the motion for adjournment was made by Jim Wood, Chairman,
John tL Mandeville, Commissioner seconded the motion, the motion carried.

The next semi-monthly board meetin~ci~to be held on Monday
morning, November 1, 2010 at 8:00 AM//

¯ .~~/~~ Chairman

/



SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(STATE REVOLVING FUND)

MINUTES ON ADOPTION OF BOND
RESOLUTION AND SUPPLEMENTAL RESOLUTION

I, Lloyd W. Crook, Secretary-Treasurer of the Public Service Board of Shady
Springs Public Service District, hereby certify that the following is a true and correct excerpt of
the minutes of a special meeting of the said Public Service Board:

The Public Service Board of Shady Springs Public Service District met in special
session, pursuant to notice duly posted, on the 20th day of October, 2010, at the offices of the
Shady Springs Public Service District, 220 C and O Shop Road, Glen Morgan, West Virginia, at
the hour of 8:30 a.m.

PRESENT: James Wood, Jr., Chairperson
Lloyd W. Crook, Secretary-Treasurer
John R. Mandeville, Board Member
Jerry D. Smith, General Manager
Patty Roles, Office Manager
William F. Richmond, Jr., General Counsel
Joseph T. Carney, P.E.
John T. Poffenbarger, Bond Counsel
Camden P. Siegrist, Bond Counsel

ABSENT: None

James Wood, Jr., Chairperson, presided, and Lloyd W. Crook acted as Secretary.

Thereupon the Chairperson presented a proposed Bond Resolution in writing
entitled:

RESOLUTION       AUTHORIZING       THE       ACQUISITION,
CONSTRUCTION AND IMPROVEMENT OF PUBLIC SEWER
FACILITIES OF SHADY SPRING PUBLIC SERVICE
DISTRICT AND THE FINANCING OF THE COST THEREOF,
NOT OTHERWISE PROVIDED, THROUGH THE ISSUANCE
BY THE DISTRICT OF NOT MORE THAN $2,422,826 IN
AGGREGATE PRINCIPAL AMOUNT OF SEWER REVENUE
BONDS, SERIES 2010 (CLEAN WATER STATE REVOLVING
FUND); PROVIDING FOR THE RIGHTS AND REMEDIES OF
AND SECURITY FOR THE REGISTERED OWNERS OF SUCH
BONDS; AUTHORIZING EXECUTION AND DELIVERY OF

3182239.1
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ALL DOCUMENTS RELATING TO THE ISSUANCE OF
SUCH     BONDS;      APPROVING     A     BOND     PURCHASE
AGREEMENT RELATING TO SUCH BONDS; AUTHORIZING
THE SALE AND PROVIDING FOR THE TERMS AND
PROVISIONS OF SUCH BONDS AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

and caused the same to be read and there was discussion. Thereupon, on motion by Lloyd W.
Crook, seconded by John R. Mandeville, it was unanimously ordered that the said Bond
Resolution be adopted and be in full force and effect on and from the date hereof.

The Chairperson then presented a proposed Supplemental Resolution in writing
entitled:

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE
PRINCIPAL AMOUNT, DATE, MATURITY DATE, INTEREST
RATE, PAYMENT SCHEDULE, SALE PRICE AND OTHER
TERMS OF THE SHADY SPRINGS PUBLIC SERVICE
DISTRICT SEWER REVENUE BONDS, SERIES 2010 (CLEAN
WATER STATE REVOLVING FUND); AUTHORIZING AND
APPROVING THE SALE AND DELIVERY OF THE SERIES
2010 BONDS TO THE WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY; APPROVING        AND
RATIFYING THE BOND PURCHASE AGREEMENT WITH
RESPECT TO THESERIES 2010 BONDS; DESIGNATING A
REGISTRAR, PAYING AGENT AND DEPOSITORY BANK;
AND MAKING OTHER PROVISIONS AS TO THE BONDS.

and caused the same to be read and there was discussion. Thereupon, on motion by John R.
Mandeville, seconded by Lloyd W. Crook, it was unanimously ordered that the said
Supplemental Resolution be adopted and be in full force and effect on and from the date hereof.

[Rest of page intentionally left blank]
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I hereby certify that the foregoing actions of said Public Service Board remain in
full force and effect and have not been amended, rescinded, superseded, repealed or changed.

WITNESS my signature on this 25th day of October, 2010.

Se~eta~, "
Shady Springs Public Service District

3182239.1
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WEST VIRGINIA MUNICIPAL BOND COMMISSION
Suite 401
1207 Quarrier Street, Charleston, WV 25301
(304) 558-3971       FAX: 558-1280

Date of Report:
NEW ISSUE REPORT FORM
October 25, 2010

ISSUE: Shady Springs Public Service District Sewer Revenue Bonds,
Series 2010 (Clean Water State Revolving Fund)

ADDRESS: P.O. Box 235, Beaver, WV 25813 COUNTY: Raleigh

PURPOSE OF ISSUE:NewMoney X
Refunding Refunds issue(s) dated:

ISSUE DATE October 25, 2010 CLOSING DATE: October 25, 2010

ISSUE AMOUNT: $    2,422,826
1st DEBT SERVICE DUE: June 1, 2012
1st DEBT SERVICE AMOUNT:$ 20,191

RATE: 0% (.5% Administrative Fee)
1st PRINCIPAL DUE: June 1, 2012
PAYING AGENT: Municipal Bond Commission

BOND COUNSEL: Bowles Rice McDavid
Graft & Love LLP

Contact Person: Camden P. Sie~ist
Phone:         (304) 347-1129

CLOSING BANK: Ci_ty National Bank of West Virginia
Contact Person: Diane Keller
Phone:         (304) 255-7310

KNOWLEDGEABLE ISSUE CONTACT:
Contact Person: Jerry Smith
Position: General Manager
Phone: (304) 255-1565
Email: shadypsd@frontier.com

UNDERWRITER’S COUNSEL: Jackson Kelly, PLLC

Contact Person:
Phone:

Samme L. Gee, Esq.
(304) 340-1318

ESCROW TRUSTEE:
Contact Person:
Phone:

OTHER: West Virginia Department of Environmental Protection
Contact Person: Rosalie Brodersen
Function: Program Manager
Phone: (304) 926-0499, ext. 1608

DEPOSITS TO MBC AT CLOSE:

By: Wire
Check

Accrued Interest:$
__ Capitalized Interest:

Reserve Account:$
Other:

REFUNDS & TRANSFERS BY MBC AT CLOSE:
By: Wire

Check
IGT

To Escrow Trustee: $
To Issuer: $
To Cons. Invest. Fund $
To $

NOTES:

IFOR MUNICIPAL BOND COMMISSION USE ONLY:
Documents Required:
Transfers Required:
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SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

ACCEPTANCE OF DUTIES OF DEPOSITORY BANK

City National Bank of West Virginia, with offices in Beckley, West Virginia,
hereby accepts appointment as Depository Bank in connection with the Bond Resolution adopted
October 20, 2010, as supplemented and amended by a Supplemental Resolution adopted October
20, 2010 (collectively, the "Bond Resolution") authorizing the issuance of the Shady Springs
Public Service District Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund),
dated October 25, 2010, in the aggregate principal amount of $2,422,826 (the "Bonds") and
agrees to perform all duties of Depository Bank in connection with such Bonds, all as set forth in
said Bond Resolution.

Dated this 25th day of October, 2010.

CITY NATIONkZL BANK OF

By:    /// t~ "’V / , //..~ ~ /// l
Its: Auth~rized~pre~a~ve~

3182229.1



SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

ACCEPTANCE OF DUTIES OF REGISTRAR

City National Bank of West Virginia, with offices in Beckley, West Virginia,
hereby accepts appointment as Registrar in connection with the Shady Springs Public Service
District Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund), dated October
25, 2010, in the aggregate principal amount of $2,422,826 (the "Bonds") and agrees to perform
all duties of Registrar in connection with the Bonds, all as set forth in the Bond Resolution and
Supplemental Resolution authorizing issuance of the Bonds.

Dated this 25th day of October, 2010.

CITY NATIONAL BANK
OF WEST VIRCffNIA

By:
"I(s: Authorized Repres~nn~(t{i{,e
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SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

CERTIFICATE OF REGISTRATION OF BONDS

City National Bank of West Virginia, Beckley, West Virginia, as Registrar for the
Series 2010 Bonds under the Registrar’s Agreement and the Bond Resolution providing for the
issuance of the above-captioned bonds, hereby certifies that on the date hereof, the single, fully
registered Shady Springs Public Service District Sewer Revenue Bonds, Series 2010 (Clean
Water State Revolving Fund), dated October 25, 2010, in the aggregate principal amount of
$2,422,826, numbered R-l, was registered as to principal in the name of "West Virginia Water
Development Authority" in the books of the Issuer kept for that purpose at our office, by a duly
authorized officer on behalf of City National Bank of West Virginia, as Registrar.

WITNESS my signature as of this 25th day of October, 2010.

CITY NATIONAL BANK OF

By. /~" ¢-"f//" {/...~/ ~
" ~I~: Authorized RepresentatiVe

3182234.1



SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

REGISTRAR’S AGREEMENT

THIS REGISTRAR’S AGREEMENT, dated as of the 25th day of October, 2010,
by and between the SHADY SPRINGS PUBLIC SERVICE DISTRICT, a public service district,
public corporation and political subdivision of the State of West Virginia (the "Issuer"), and
CITY NATIONAL BANK OF WEST VIRGINIA, a national banking association, Beckley,
West Virginia (the "Registrar").

WHEREAS, the Issuer has, contemporaneously with the execution hereof, issued
and sold its Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund), dated
October 25, 2010, in the aggregate principal amount of $2,422,826 (the "Series 2010 Bonds"), in
fully registered form, pursuant to a Bond Resolution adopted October 20, 2010, and a
Supplemental Resolution adopted October 20, 2010 (collectively, the "Resolution");

WHEREAS, capitalized words and terms used in this Registrar’s Agreement and
not otherwise defined herein shall have the respective meanings given them in the Resolution, a
copy of which is attached as Exhibit A hereto and incorporated herein by reference;

WHEREAS, the Resolution provides for an appointment by the Issuer of a
Registrar for the Series 2010 Bonds; and

WHEREAS, the Issuer desires to appoint, and by the Resolution and this
Registrar’s Agreement does appoint, the Registrar to act as Registrar for the Series 2010 Bonds
under the Resolution and to take certain other actions hereinafter set forth;

NOW, THEREFORE, it is agreed by and between the parties hereto as follows:

1.    Upon the execution of this Registrar’s Agreement by the Issuer and the
Registrar and during the term hereof, the Registrar does accept and shall have and carry out the
powers and duties of Registrar for the Series 2010 Bonds, all as set forth in the Resolution, such
duties including, among other things, the duties to authenticate, register and deliver Series 2010
Bonds upon original issuance and when properly presented for exchange or transfer in
accordance with any rules and regulations promulgated by the United States Treasury
Department or by the Municipal Securities Rulemaking Board or similar regulatory bodies as the
Issuer advises it of and with generally accepted industry standards.

2.    The Registrar agrees to furnish the Issuer with appropriate records of all
transactions carried out by it as Registrar and to furnish the Issuer with the names and specimen
signatures of the Registrar’s authorized officers for the purposes of acting as the Registrar and
with such other information and reports as the Issuer may from time to time reasonably require.

3.    The Registrar shall have no responsibility or liability for any action taken
by it at the specific direction of the Issuer.

3182242.1
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4.    For its fees and expenses hereunder, the Registrar shall receive the amount
of $500, said $500 to be payable upon the issuance of the Series 2010 Bonds.

5.    It is intended that this Registrar’s Agreement shall carry out and
implement provisions of the Resolution with respect to the Registrar for the Series 2010 Bonds.
In the event of any conflict between the terms of this Registrar’s Agreement and the Resolution,
the terms of the Resolution shall govern.

6.    The Issuer and the Registrar each warrants and represents that it is duly
authorized and empowered to execute and enter into this Registrar’s Agreement and that neither
such execution nor the performance of its duties hereunder or under the Resolution will violate
any order, decree or agreement to which it is a party or by which it is bound.

days’ written notice
respective addresses:

This Registrar’s Agreement may be terminated by either party upon 60
sent by registered or certified mail to the other party, at the following

Issuer: Shady Springs Public Service District
P. O. Box 235
Beaver, West Virginia 25813

Registrar: City National Bank of West Virginia
One Park Avenue
Beckley, West Virginia 25801

8.    The Registrar is hereby requested and authorized to authenticate and
deliver the Series 2010 Bonds in accordance with the Resolution.

IN WITNESS WHEREOF, SHADY SPRINGS PUBLIC SERVICE DISTRICT
and CITY NATIONAL BANK OF WEST VIRGINIA, have respectively caused this Registrar’s
Agreement to be signed in their names and on their behalf, all as of the day and year first above-
written.

SHADY SPRIN/~UBLIC
SERVICE DI/~CT//

ts: Chairperso

CITYBy: NATI.//~..//~~~_ IRGINIA

Its: Authorized Represdhfgtive

3182242.1
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EXHIBIT A

[SEE TRANSCRIPT DOCUMENT NUMBERS 1 AND 2]
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Water Development Authority

SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010

(CLEAN WATER STATE REVOLVING FUND)

TO WHOM IT MAY CONCERN:

In reliance upon the certificate of Michael D. Griffith, CPA, the independent
certified public accountant, and the opinion of Bowles Rice McDavid Graft & Love LLP, Bond
Counsel, that the applicable coverage and parity tests have been met on behalf of the Shady
Springs Public Service District (the "Issuer"), the undersigned authorized representative of the
West Virginia Water Development Authority (the "Authority"), for the Authority, as the
registered owner of the Issuer’s (i) Sewer Revenue Bonds, Series 1982B, dated August 12, 1982,
issued in the original principal amount of $795,515; (ii) Sewer Revenue Bonds, Series 1994A,
dated June 8, 1994, issued in the original principal amount of $170,532; (iii) Sewer Revenue
Bonds, Series 1996A, dated April 25, 1996, issued in the original principal amount of $151,800;
(iv) Sewer Revenue Bonds, Series 1997C, dated June 24, 1997, issued in the original principal
amount of $2,197,304; (v) Sewer Revenue Refunding Bonds, Series 1997D, dated June 24, 1997,
issued in the original principal amount of $3,056,955; (vi) Sewer Revenue Bonds, Series 1998A,
dated November 25, 1998, issued in the original principal amount of $1,202,100; (vii) Sewer
Revenue Bonds, Series 1998B, dated December 17, 1998, issued in the original principal amount
of $839,000; (viii) Sewer Revenue Bonds, Series 1999A, dated March 18, 1999, issued in the
original principal amount of $752,000; (ix) Sewer Revenue Bonds, Series 1999B, dated March
18, 1999, issued in the original principal amount of $165,000; (x) Sewer Revenue Bonds, Series
2002A, dated March 8, 2002, issued in the original principal amount of $2,419,905; (xi) Sewer
Revenue Bonds, Series 2005A (West Virginia Infrastructure Fund), dated December 13, 2005,
issued in the original principal amount of $2,875,000; and (xii) Sewer Revenue Bonds, Series
2005B (State Revolving Fund), dated December 13, 2005, issued in the original principal amount
of $3,078,043 (collectively, the "Prior Bonds"), hereby consents to the issuance of the Issuer’s
Sewer Revenue Bonds (Clean Water State Revolving Fund), Series 2010, dated October 25,
2010, in the aggregate principal amount of $2,422,826, on a parity with respect to liens, pledges
and sources of and security for payment with the Prior Bonds.

Dated this 25th day of October, 2010.

3182236.1

WEST VIRGINIA WATER

Authorized Rel~"~sentative

180 Association Drive, Charleston, WV 25311-1217
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West Virginia Infrastructure.& Jobs Development Co.nell

Kenneth Love, Jr.
Shepherdstown

Dwight Calhotm
Petersbt~g

Dave McCoraas
Pficha~

Ron Justice
Morgantown

300 Summers Street, Suite 980
Charkston, West Virginia 253OI

Telephone: (30~) 558-4607
Facsimile: (30#) ,5.58-4609

Jefferson E, Brady, PE
Executive Director

~effexson.Brady~verizon.net
February 6, 2008

Jerry Smith, General Manager
Shady Spring Public Service District
P.O. Box 235
Beaver, West Virginia 25813

Shady Spring Public Service District
Sewer Project 2001 S-616

Dear Mr. Smith:

The West Virginia Infrastructure and Jobs Development Council (the "Council") has reviewed the Shady
Spring Public Service District’s (the "District") revised preliminary application to upgrade seven existing puml~
stations to accommodate increase flows, Slipline existing interceptor sewer to correct infilt!’ation, and design an
expansion, to the existing sewage treatment plant (the "Project").

Based on the findings of the Sewer Technical Review Committee, the Council has determined that the
Project is technically feasible.within the guidelines of the Infrastructure and Jobs Development ~tet. The District
should carefully review the enclosed comments of the Sewer Technical Review Committee as the District may
need to address certain issues raised in said comments as it proceeds with the Project.

Upon consideration of the revised preliminary application, the Council determined that the District should
pursue $2,175,826 private financing to be converted to pem~anent Clean Water State Revolving Fund financing
to fired fl~is project. Please contact file West Virginia Department of Environmental Protection office at (304)
’926-0495 for specific infomaation on the steps the District needs to follow to apply for these funds. Please note
that this letter does not constitute funding approval from this agency.

. If you have any questions regarding this matter, please contact Jeff Brady at 55 8-4607.

Enclosure
ee: Mike:Johnson, P.E., DEP (w/o enclosure)

Region ! Planning & Development Council
Joseph Carney, P.E., E. L. Robinson Engineering Co.
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STATE OF WEST VIRGINIA
DEPARTMENT OF ENVIRONMENTAL PROTECTION
DIVISION OF WATER AND WASTE MANAGEMENT

601 57TH STREET SE
CHARLESTON, WV 25304-2345

NATIONAL POLLUTANT DISCHARGE ELIMINATION SYSTEM
WATER POLLUTION CONTROL PERMIT

NPDES PERMIT NO.: VVV0080403
SUBJECT: Sewage

LOCATION: BEAVER
(city)

See the next page for a list of Outlets.

Raleigh
(County)

ISSUE DATE: May 31, 2009
EFFECTIVE DATE : June 30, 2009
EXPIRATION DATE: May 30, 2014
SUPERSEDES: Permit No, WV0080403
dated January 25, 2006

Lower New River
(Drainage Basin)

TO WHOM IT MAY CONCERN:

This is to certify that: SHADY SPRING PSD
PO BOX 235
BEAVER, WV 25813

is hereby granted a West Virginia NPDES Water Pollution Control Permit to:
operate and maintain an"existing 1.2 million gallons per day (MGD) wastewater collection and an extended
aeration wastewater treatment system, which is further described as follows:

The existing wastewater collection system is comprised of approximately 33,800 linear feet of six (6) inch
diameter gravity sewer line, 391,000 linear feet of eight (8) inch diameter gravity sewer line, 6,000 linear feet of
ten (10) inch diameter gravity sewer line, 15,600 linear feet of twelve (12) inch diameter gravity sewer line,
17,000 linear feet of fifteen (15) inch diameter gravity sewer line, 5,000 linear feet of eighteen (18) inch diameter
gravity sewer line, 4,300 linear feet of twenty-one (21) inch diameter gravity sewer line, 2,375 manholes, 140
cleano.uts, 18 lift stations, 11,000 linear feet of two (2) inch diameter force main line, 3,000 linear feet of three
(3) inch diameter force main line, 8,400 linear feet of four (4) inch diameter force main line, 10,100 linear feet of
six (6) inch diameter force main line, 3,200 linear feet of eight (8) inch diameter force main, 1,900 linear feet of
ten (10) inch diameter force main line, and all requisite appurtenances.

The existing !.2 MGD extended aeration wastewater treatment plant is comprised of a mechanical bar screen, grit
removal unit, a 1,210,800 gallon aeration ehamber, two (2) 433,400 gallon clarifiers, an 8,400 gallon post aeration
chamber, an ultraviolet disinfection unit, a 150,000 gallon aerated sludge holding tank, a i .5 meter sludge
dewatering belt press, post lime sludge stabilization facilities, and all necessary appurtenances.

Facilities are to serve approximately 12,000 persons in the Shady Spring Public Service District and its environs,
and discharge treated wastewater via Outlet No. 001 to Piney Creek (approximately 12.09 miles from its mouth)
of the New River.

Also, to accept nondomestic wastewater from H.A.M. Landfill-IU05 for subsequent treatment and disposal.

This permit is subject to the following terms and conditions :
The information submitted on and with Permit Application No. WV0080403, dated the 31 st day of March 2009,



Page No.: 2 of 28

Permit No. : VVVO080403

additional information received on April 8, 2009, and information submitted on and with Permit Modification
Application No. WV0080403-A, dated the 1 lth day of June 2007 are all hereby made terms and conditions of this
Permit with like effect as if all such permit application information were set forth herein and with other conditions
set forth in Sections A, B, C, D, E and Appendix A.

The validity of this permit is contingent upon the payment of the applicable annual permit fee, as
required by Chapter 22, Article 11, Section 10 of the Code of West Virginia.
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SHADY SPRING PUBLIC SERVICE DISTRICT

Resolutlon.

A Resolution authorizing the construction and acquisition of certain
sewage facilltles of the Shady Spring Public Service District, Ralelgh
County, WestV~_~IrEinla, and the financing of the cost, nototherwlse
provided~thereof through the issuance by the Distrlet of not more than
$3.200 ~00 in prlnclpal amount of Sewer Revenue Bonds, Series 1982;
provlding lot the rights and remedies of and security for the holders
of such Sewer Revenue Bonds, Series 1982; authorizing the sale of such
bonds to the West Virginia Development Authority pursuant to the terms
of a loan agreement between the District and said Authority and adopting
other provisions relating thereto.

Be it Resolved by theBoard .of theShadySPrine:P~bl!.c Service District
Raleigh County,WestVirglnla~

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority of thisResolution. This Resolution is
adopted pursuant to the provisions of Article 13A of Chapter 16 of the
Code of West Virginia of 1931, as amended (the "Act"), and other applicable
provisions of law.

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

A. Shady Spring PublicService District (the "District") was established
by order of the County Commissionof Raleigh County, West Virginia, dated

B. It is deemed necessary and desirable for the health and welfare of

the inhabitants of the District that there be constructed, certain sewer
facilities (the "Project") in the District, which along with the sewer faci-
lities previously acquired or constructed by the District, if any, shall
constitute public service properties for the collection, treatment, purifi-
cation or disposal of liquid or solid wastes, sewage or industrial wastes
(the "System") at an estimated cost of $14,268,200.00 in accordance with the
plans and specifications prepared by Holley, Kenney, Schott, Division of
Babcock Contractors, Inc., of Pittsburgh, Pennsylvania, which plans and specifi-
cations have heretofore been filed in the Office of the District.



C. The estimated revenues to be derived in each year after the
adoption of this Resolution fro~ the operation of the System will be
sufficient to pay all the costs o£ the operation and maintenance of
said System, the principal of and interest on the Bond authorized co
be issued pursuant to this Resolution and all Si~g Fund, Reserve
Account and other payments provided for in this Resolutlon.         -.

D. It is deemed necessary for the District to issue.its
Revenue Bonds in the pr~ncipalamount of n0tmore than $3,200,000~ to
finance costs of the construction and acquisition of the Project. Sa~d

costs shall be deemed to include the cost of all property rights, easements
and franchise deemed necessary Or convenient therefor and for the improve-
ments and extensions thereto; interest upon the Bond prior to and.durlng
construction or acquisition and for six months after completion of con-
struction or of acquisition of the improvements and extensions; engineering,
fiscal agents and legal expenses; expenses for .estimates,of cost and of
revenues; expenses for plans ¯ speclflcations- .,and surveys; other expenses
necessary or. incident, to determining the feasibility or practlcabil~ty of
the enterprlses; adm/n~strative expense; and such other expenses as may
be necessary or incident to the financing herein authorized, and the con-
struction or acquisition of the properties.and the placing of same ,in opera-
tion, and the performance of the things herelnrequired or peEmltted, in
connection~T~th any thereof.

E. It is in the best interests of the District that its Bonds be sold
to the Authority pursuant to theterms and provisions of a loan agreement
to be entered into between the District and the Authority (the form of which
agreement is attached to this Resolution as Exhibit A, which Exhibit, by
this reference, is incorporated herein and made a part hereof) (the "Loan
Agreement").

Section 1.03. Resolution Constitutes Contract. In consideration of
the acceptance of the Bonds authorized to be issued hereunder by those who
shall hold the same from time to time, this Resolution shall be deemed to be
and shall constitute a contract between the District and such Bondholders,
and the covenants and agreements herein set forth to be performed by said
District shall be for the equal benefit, protection and security of the legal
holders of any and all of such Bonds issued hereunder and the coupons attached
thereto, all of which shall be of equal rank and without preference, priority
or distinction between any one Bond and the coupons thereon and any other Bonds
and the coupons thereon by reason of priority or issuance or otherwise, except
as expressly provided therein and herein.

Section 1.04. Definitions. The following terms shall have the following
meanings in this Resolution unless the context expressly requires otherwise:

A. "Act" shall mean Article 13A of Chapter 16 of the Code of West
Virginia, 1931, as amended and in effect on the date of adoption of this
Resolution.
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B. ’~uthority" shall mean the West Virginia Water Development
Authority, which shall be the original purchaser of the Bonds authorized
to be issued hereunder, or any other agency of the State of West Virginia
that succeeds to the functions of the Authority.

¯ C. "Board" shall mean the PuhllcServlce Board of the District which
is the governing body of the District pursuant to the Act.

D. "Bonds" shall mean nor In excess of the ~3,200,0~ Sewer Revenue-..
Bondss Series 1982~ originally authorlze~ to be ~~p~rsuant to this
Resolutions, and any parl passu additional bonds hereafter Issuedwlthin
the terms, restrictions and conditions contained in this Resolutions and
the ~nter.es% cqupons ~o said Bonds.                               "..

E.. "Bondh~i~:.~ or "Holder of the Bonds" or any similar term shall
mean any person.who shall be the bearer or owner of any outstanding Bond or
Bonds registered to bearer or not registered, or the registered owner of any
outstanding Bond or Bonds wb/ch shall at the tim~ be registered other than
to the bearer or of any coupons representing interest accrned or to accrue
on said Bonds.

"Chairman" shall mean the Chairman of the Board.

G. "Commission" shall~,~an the West Virginia Municipal Bond Commission
or any other agency of the State of West Virginia that succeeds to the func-
tions of the Commission.

H. "Consulting Engineers" shall mean G. A. Tice, Incorporated, Beckley,
West Virginias or any engineer or firm of engineers that shall at any time
hereafter be retained by the District as ~onsulting Engineers for the System.

I. "Cost of Works" shall mean those costs described in Section 1.02
(D) hereof to be a part of the costof construction and acquisition of the
Project.

J. "District" shall mean the Shady Spring Public Service District,
Raleigh County, West Virginia, and~where appropriate the Board thereof.

K. "Fiscal Year" shall mean each twelve-month period beginning on
July I and ending on the succeeding June 30.

L. "Independent Certified Public Accounts" shall mean the certified
public accountant or firm of certified public accountants that is now or shall
at any time hereafter be retained by the District to prepare an independent
annual or special audit of the accounts of the System or for any other
purpose except keeping the accounts of the System in the normal operation of its
business and affairs.

M. "Net Revenues" shall mean the balance of the Gross Revenues as defined
below, remaining after deduction only of Operating Expenses, as defined below.
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N. "Operating Expenses" unless qualified, shall mean the current
expenses, paid Or accrued, of repair, operation and maintenance of the
System and includes, without limiting the generality of the foregoing,
insurance premi~mB, supplies, labor, wages, the cost of materials and
supplied used for current operations, administrative expenses of the Board
relating and chargeable to the System and such other reasonable operating
costs and expenses as should normally and regularly be Included under
generally accepted accounting practices.

O. "Project" shall mean the sewer facilities descri~e~ in Exhibit

"B" attached hereto.

P. "Revenues" or "Gross Revenues" shall mean all rates, rents, fees,
charges or other income ~(including, %rithout limitation, sale proceeds and
interest or other income derived from the investment of the funds and accounts
established hereunder) received by or accrued to the District from the
operation of the System, as calculated in accordance with generally accepted
accounting practices.

"Secretary" shall mean the Secretary of the Board.

E. "Supplement Resolution" shall mean any resolution which is amendary
or supplemental hereto.

S. "System" shall mean the complete public service properties of the
District for the collection, treatment, purification or disposal of liquid
or solid wastes, sewage or industrial wastes, in its entirety or any integral
part thereof, and shall include any additions, betterments and improvements
thereto hereafter constructed or acquired for said system from any sources
whatsoever.

T. Words importing singular number shall include the plural number in
each case and vice versa, and words importing persons shall ~nclude firms
and corporations.

ARTICLE II

AUTHORIZATION OF CONSTRUCTION
AND ACQUISITION OF THE PROJECT

Section 2.01. Authorization of Constructionand Acquisition. There is
hereby authorized the construction and acquisition of the Project described
in Exhibit "B" hereto, plans and specifications for which have been prepared
by the Consulting Engineers, and heretofore filed in the office of the Board.
The proceeds of the Bonds hereby authorized shall be applied as provided in
Article V of this Resolution.



ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND SALE
OF BONDS~ AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

~ 3.01. Authorization andTerms of Bonds. For the purpose of’
financing th~ ,cost of construction and acquisition of the Project, there
shall be issued negotiable Sewer Revenue.Bonds,.Ser~es 1982; of the       .
District, ~n the aggregate principal amount of not In excess of $3,200~D0.
Said bonds shall be designated "Sewer Revenue Bonds, Series 1982,; and
shall bear interest at such rate or rates, not exceeding twelve per centum
(12Z) per annum, and shall mature as the District shall prescribe in ~he
Supplemental Resolution. Interest on the Bonds shall be payable sem~-
annually on , 1982 and in each year,con~encing , 1982. The Bonds shall be payable as to both
principal and interest at the office of the Commission or through a paying
agent or agents selected by the original purchaser or purchasers thereof,
in any coin or currency that is legal tender for the payment of public or
private debts under the laws of the United States of America. The Bonds
shall be redeemable in whole or in part in inverse order of maturities
(by lot if less than all the Bonds of the same maturity) only one,or after

the date on wh/ch all outstanding bonds issued by the AuthoritT to provide
funds for the purchase of the Bonds are redeemable and at a price equal
to the aggregate of (1) the corresponding principal ~mount of the Authorlty’s
bonds to. he redeemed by the Authority as a consequence of the District’s
redemption of all or a part of its Bonds outstanding, (ll) the interest to
accrue on the Authority’s bonds so to be redeemed to the next redemption
date thereof and not previously paid, (ill) the appllcable premium, if any,
payable on the Authority’s bonds so to be redeemed, (iv) the applicable
premium, if any, payable on additional bonds of the Authority which also
become redeemable by virtue of such red ........

¯    . ~mpulon, ~v) t~e costs and expenses ofthe Authorlty In effectln redem tlon of
’¯ g P " the Authority s bonds so to beredeemed, and (vi) at the direction of the Authority, an amount equal to

the proportionate amount of the additional bonds of the Authority so to be
redeemed, if any, less other moneys of the Authority available therefor;
provided, however, that in the event the Authority’s bonds have been refunded
and the refunding bonds were issued by the Authority in a principal amount
in excess of or less than such Bonds remaining unpaid at the date of issuance
of such refunding bonds, the District shall be obligated to provide under
item (i) above, the interest the Authority is required to pay on said refunding
bonds is less than .the Authority was required to pay on its bonds, the District
shall be obligated to pay under item (ii) above the amount of interest to accrue
on such outstanding refunding bonds of the Authority.

The Bonds shall be issued in the form of coupon Bonds, registrable
as to principal only, or in the form of one fully registered Bond with payment
record attached (the "R " eglstered Bond").
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Coupon Bonds shall be ~n the denomination of $5,000 each and

shall be dated as of the date which is slxmonths preceedlng the first
interest payment date spec~fled above. Coupon Bonds shal~ bear .interest
from their dare payable in accordance wlrh~ and upon surrender of, the
appurtenant interest coupons as they severally mature. The Registered
Bond shall be dated as of the date of its dellvery to the original
purchaser thereof and shall bear interest from such date.

Except as otherwise provided in Section 3.04, before the delivery
of any coupon Bonds, all matured coupons thereto attached, except matured
coupons for which payment in full has not been provided, shall be cut off,
cancelled and destroyed; provided, however, that if coupon Bonds are
issued lnexchanEe for the Registered Bond ~pon which interest-ls in default,
as shown by the records of the Treasurer of the State, such .coupon Bonds
shall have attached thereto all coupons maturing after the dare to which
interest has been paid in full, as shown by such records, and ~n case any
interest installments shall have been paid ~n part, appropriate notation
shall be made on,the coupons to evldencesuchfact.

Section 3.02. Executlon. of:Bonds:andCOUpons. Said .Bonds shall be
executed in the name of theDistrlct by the Chairman, and the seal of the
District shall be affixed thereto and attested by "the Secretary, In case
any one or more of the officers whoshall have signed or sealed any of
the Bonds shall cease to be such officer of the District before the Bonds
so, signed and sealed have been actually sold and 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 Bonds may be signed and sealed on behalf of the District by
such persons as at the actual time of the execution of such Bonds shall hold
theproper office in the District, although at the date of such Bonds such
persons may.not have held such office or may not have been so authorized.

The coupons to be attached to the Bonds shall be authenticated with
the facsimile signature of the present or future Chairman and Secretary of
the District, and the District may adopt and use for this purpose a facsimile
seal.

Section 3.03. Negotiability, Transfer and Registration. The Bonds shall
be and have all of the qualities and incidents of negotiable instruments under
the Uniform Commercial Code of the State of West Virginia, and each successive
Holder, in accepting any of said Bonds or the coupons appertaining theretG,
shall be conclusively deemed to have agreed that such Bonds shall be and have
all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, 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 in the manner provided
hereinafter in the form of said Bonds.
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’ So long as any of the Bonds remain outstandln~, the Treasurer
of the State of West Virginia shall keep and maintain books for the
registration and transfer of the Bonds. Coupon Bonds msy be reEistered
at the option o~ the Holder as to principal only at the office of the
Treasurer of ~he state of West Virginia, such registration to be noted
on the back of sa~d Bonds in the space provide~ therefor. After such
registration as to principal only, no transfer of the Bonds shall
valid unless made at said office by the registered owner, or by his
duly authorized agent or representative, and similarly noted on ,the Bonds,
but the Bonds ~ay be d~scharged from registration by being ~n l~ke manner
transferred to bearer, and thereupon transferability by delivery shall
be restored. At the option of the Holder the Bonds may thereafter again
from time to time be registered or transferred as before. Such registra-
tion as to pr~nclpal shall not affect the negotlabi~ity of the coupons,
which shall continue to pass by del/very.

The Registered Bond shall be transferable only upon the books of the
District, which shall be kept for the purpose at~he office of the aforesaid
Treasurer, by the registered owner thereof in person or byhis attorney
duly authorized in wrlting, upon surrender thereof together wiffn a wrltten
instrumentof transfer satlsfactory.to the Treasurer of the State duly
executed by the registered owner or his duly authorized attorney. Upon
transfer of the Registered Bond, there shall be issued in the name of the
transferee, coupon Bonds, with appropriate coupons attached~ of the same
aggregate principal amount equal to the unpaid prlncipal amount of the
Registered Bond, and having~aturltles corresponding to the principal
installments of such Registered Bond then unpaid.

In all cases in which the privilege of exchanging Bonds or transferring
the Registered Bond is exercised, Bonds shall be delivered in accordance
with theprovisions of this Resolution. All Bonds and coupons surrendered
in any such exchanges or transfers shall forthwith be cancelled by the said
Treasurer. For every such exchange or transfer of Bonds, the Treasurer
may make a charge sufficient to reimburse it for any tax, fee or other
governmental charge-required to he paid with respect to such exchange or
trasnfer and the cost of preparing each new coupon Bond upon each exchange
or transfer, and any other expenses of the said Treasurer incurred in con-
nection therewith, which sum or sums shall be paid by the person requesting
such exchange or transfer as a condition precedent to the exercise of the
privilege of making such exchange or transfer; provided, however, that in the
event the Authority is the Bondholder requesting such exchange or transfer,
the District shall pay all such taxes, fees, governmental charges or other
expenses incurred in maklng such exchange or transfer. The Treasurer shall
not be obliged to make any such exchange or transfer of Bonds during the ten
(I0) days preceding an interest payment date on the Bonds, in the case of
any proposed redemption of Bonds, next preceding the date of the selection
of Bonds to be redeemed.

Section 3.04. Bonds Mutilated~ Destroyed, Stolen or Lost. In case any
Bond shall become mutilated or be destroyed, stolen or lost, the District
may at its discretion issue and deliver a new Bond with all unmatured coupons,
if any, so mutilated, destroyed, stolen or lost in exchange and substitution



for such mutilated Bond upon surrender and cancellatioh of such
mutilated Bond, and attached coupons, ~f any, ur in lleu of and sub-
stltution for the Bond and coupons, ~f any, destroyed, stolen or lost
and upon the Holderts furnlshinE the District proof of his ownership
thereof and satisfactory ~ndemnlty and complylngwlth such other reason-
able regulations and condltlons.as .the District may prescribe and-

paying such expenses as the Distrlctmay incur. All ,Bonds and coupons.
so surrendered shall be cancellea by the Secretaryand held for the account
of the District. If such Bond or coupons shall have matured or he about
to mature, instead of issulnE a substitute Bond or coupon, the District
may pay the same, upon being indemnified as aforesaid, and if such Bond
or coupons be lost, stolen, or destroyed, w~thout surrender therefor.

Any such duplicate Bond and coupons issued pursuant to this "section
shall constitute original, additional contractual obligations on the part
of the District, whether or not the lost, stolen or destroyed Bond or
coupons be aK any time found.by, any one, and such dupllcate Bond and coupons

¯ shall be ent~Itled to equal and prOpOrtionate benefits and rights as to llen
and source of security for payment from the revenues pledged herein with all
other Bonds and coupons issued hereunder.

Section 3.05. Form of Bonds andCoupons. The text of the Bonds, and
of the coupons, shall be of substantially the following tenor, with such
omissions, insertions and variations as may be necessary and desirable and
authorized or permitted by this Resolution, or any subsequent resolution or
ordinance adopted prior to the issuance thereof.

[Form of Coupon Bonds]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
COUNTY OF RALEIGH

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES

No. $5,000.00

KNOWALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC SERVICE
DISTRICT, public corporation, organized and existing under the laws of the
State of West Virginia (the "District"), for value received, hereby promise
to pay, solely from the special funds provided therefor, as hereinafter set
forth, to the bearer or, if this Bond be registered as to principal to the
registered holder hereof, on the first day of                          , the sum
of Five Thousand Dollars ($5,000.00).and solely from such special funds also
to pay interest on said sum from the date hereof at the rate of
per centum( Z) per annum semiannually, on the first day of
and the first day of " " , in each year beginning,~
all such interest as may accrue on and prior to the maturity date hereof to be

-8-



payable only upon presentation and surrender of theannexed coupons

as they severally become due, both prlnclpal of, and interest on,
this Bond being payable in any coin or currency which, on the respective
dates of payment o£ pz£nclpal and interest, Is legal tender for the pay-
ment of public and private debts under the laws of the United States
of America, at the o£f~ee of the West Virgln~a Huniclpal Bond Co~mlsslon,
Charleston, West V~rg~nla, or at the .option of the holder at the

"    . Th~s Bond is subject to redemp-

tion prior to its stated date of ~aturlty as follows: in whole or in
part In inverse order of maturlties (by 1or if less than all the Bonds
of the same maturity) only on or after the date on whlch all outstanding
bonds issued by the Authority to provide funds for :the purchase of the Bonds
of the issue of which this Bond is one are redeemable and at a price equal
to the aggregate of (~) the corresponding principal amount of the Authority’s
bonds to he redeemed by the Authority as a consequence of the District’s
redemption of all or a part of its Bonds outstanding¯ (ii) the interest
to accrue on the Authority~s bonds so to be redeemed to the next redemption
date thereof and not previously paid, (Ill) the applicable premium, ~f any,
payable on the Authorlty’s bonds so to be Tede~med, (iv) theapplicable
premium, if any, payable on additional bonds of the Authority-whlchalso
become redeemable by vlrtue.of such redemption, (v) the costs and expenses
of the Authority in effectlng redemption of the Authority’s bonds so-to
be redeemed, and (vi) at the direction of the Authority, an amount equal
to the proportionate amount of the additional bonds of theAuthority so to be
redeemed, if any, less.other moneys of the Authority available therefor;
provided, however¯ that in the event the Authorlty~s bonds have been refunded
and the refunding bonds were issued by the Authority in a principal amount
in excess of or less than such bonds remaining unpaid at the date of issuance
of such refunding bonds¯ the District shall be obligated to pay under item
(1) above the principal amount of such refunding bonds outstanding, and, in
the event the interest the Authority is required to pay on said refunding
bonds is less than the Authority was required to pay on its bonds, the District
shall be obligated ~o pay under item (il) above the amount of interest to
accrue on such outstanding refunding bonds of the Authority.

This Bond is one of an authorized issue of Bonds, in the aggregate
principal amount of $ ..    ¯ or llke date and of like tenor and
effect, except as to principal amount, number¯ date of maturity, and interest
rate, issued to finance the cost of construction and acquisition of certain
public service facilities of the District for the collection, treatment,
purification ordisposal of liquid or solid wastes, sewage or industrial
wastes in the District (the "System"), under the authority of and in full
compliance with the Constitution and statutes of the State of West Virginia,
including particularly Article 13A of Chapter 16 of the Code of West Virginia,
1931, as amended (the "Act"), and a Resolution duly adopted by the Board of
the District on the           day of November,.                (the "Resolution"),
and is subject to all the terms and conditions of said Resolution. The
Resolution providesfor the issuance of additional bonds under certain conditions,
and such bonds would be entitled to be paid and secured equally and ratably
from and by the funds and revenues and other security provided for~the Bonds
under the Resolution.
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...... " The Bonds authorized by said Resolution are payable only from"        "

and secured by the net revenues to be derived from the operation of
the sewage system of the District, which net revenues shall be sufficient

to pay the princlpal of, and interest on, all Bonds which may be issued
pursuant, to the Act and which shall be set aside as a special fund hereby
pledged for such purpose. This Bond does n~t constitute a corporate
.indebtedness of the District within the meaning of any constitutional
or statutory provisions or limitations, nor shall said District be obligated
to pay the same or the interest there~ except from said special fund
provided :from the next revenues from the operation of said System. By the
Resolution, the District has covenanted and .agreed to establish and maintain
just and equitable rates or charges for the use of such System and the
services rendered thereby, which shall be sufficient to provide gross
revenues which will be able to pay for the reasonable expense.s of operation,
repair and maintenance of said System and leave a balance each;y~ar equal
to at least 130% of the amount required during such year to pay the maximum
amount due in any ensuing year of principal of and interest on all obligations
payable from such revenues. The District has entered into certain further
covenants with the holders of the Bonds for the terms of which reference
is made to said Resolution. Remedies provided the holders of the Bonds are
exclusively as provided in the Resolution, to which Teference is here made
for a detailed description thereof.

This Bond is fully negotiable but ~ay be registered as to principal

only in the name of the holder on thebooks in the office of the Treasurer
of the State of West ~irginia, at Charleston, West ~irginla, such registration
to be evidenced by notation on the back hereof by the Treasurer, after which
no transfer shall be valid unless made on said books and similarly noted
hereon, but it may be discharged from such registration by being transferred
to bearer, after which it shall be transferable by delivery, but it may be
registered again as before. The registration of this Bond as to principal
shall not restrain the negotiability of the coupons by delivery merely.

This Bond shall be exempt from all taxation by the State of West Virginia
and any county or municipality therein.

All money received from the sale of this Bond or other Bonds of the
issue of which this Bond is one, after reimbursement and repayment of all
amounts advanced for preliminary expenses as provided by law, shall be applied
solely to the payment of the cost of additions, betterments and improvements
described in the Resolution, including payment of any indebtedness incurred by
the District for such purposes, which is required to be paid from the moneys
received from the sale of such Bonds, or to the appurtenant sinking fund,
and there shall be and hereby is created and granted a lien upon such moneys,
until so applied, in favor of the holder or holders of said Bonds.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED, that all acts, conditions
and things required to exist, happen and be performed precedent to and in the
issuance of this Bond have existed, have happened, and have been performed
in due time, form and manner as required by law, and that the amount of this
Bond, together with all other obligations of said District, does not exceed any



llmltprescrlbed by the Constitution or statutes of the State of West
Virginia and that a suff~clent amount of the revenues of the System of
sa~d District has been pledged to and will be set aside into said special
fund by said District for the prompt payment of the principal of and
interest on the Bonds.

All prov~sions of the resolution and statutes under which this Bond
is issued shall be deemed to be a part of the cont~hct evidenced by th~s
Bond to the same extent as ~f written fully herein.

IN WITNESS WHEREOF, the said The District has caused this Bond to
be signed by the Chairman of the Board, attested by its Secretary and its
corporate seal to he hereunto affixed, and the coupons hereto attached to
be executed with the facslm~le signatures of said Chairman and Secretary,
which officials by the execution of this Bond to adopt as their ~wner proper
s~gnatures their facsimile signatures appearing on said coupons, and this
Bond, all as of.the first day of                      , 1982.

Chairman

ATTEST:

Secretary
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[FO~ OF COUPON]

NO. $

On the first day of                       ,, 1982, the SHADY SPRING
PUBLIC SERVICE DISTRICT, Raleigh County, West Virginia, pay to bearer
upon presentation of and surrender of this coupon, the sum shown hereon,
out of the special fund provided therefor, at the office of the West
Virginia Municipal Bond Commission or, at the option of, the holder
hereof, at the
paid payment to be made in any coin or currency which on said date of
payment is legal tender for the payment of public and private debts under
the laws of the United States of ~merlca, as provided in, and for interest
then due on, the Sewer Revenue Bond, Series 1982, dated ,

1982, to which this coupon is attached.

Secretary

[No writing on this Bond except by the
Treasurer of the State of West Virginia

as Registrar]

DATE OF
REGISTRATION

IN WHOSE NAME
REGISTERED

SIGNATURE OF
REGISTRAR
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
COUNTY OF RALEIGH

SHADY SPEING PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES 1982

~.

KNOWALLMEN BY THESE PRESENTS: That the SHADY SPRING PUBLIC SERVICE
DISTRICT¯ a public corporatlon~ organized and existing under the laws of
the State of West Virginia (the "District") for value received¯ ~ereby
promise to pay¯ solely from the special funds provided therefor¯ as
hereinafter set forth, to the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY,
(the "Payee")~ or its registered assigns (the "A/ternate Payee"), the

sum of $                  ¯ In installments on          of each year as set
forth below,-with interest on each installment at the rate per annum set
forth below opposite the year in which the installment becomes due:

YEAR INSTALLMENT INTEREST RATE

The interest rate on each installment shall run from the original
date of delivery of this Bond to the Payee and payment therefor and until
payment of such installment, and such interest shall be payable on the first
day of and the first day of in each year
beginning ¯ . Both principal of and interest on this Bond
are payable in any coin or currency which, on the respective dates of pay-
ment of principal and interest, is legal tender for. the payment of public
and private debts under the laws of the United States of America, at the office
of the West Virginia Municipal Bond Commission~ Charleston, West Virginia,
or at the option of the Payee at the .
This Bond is subject to redemption prior to its stated date of maturity as
follows: in whole or ,in part in inverse order of maturities only on or after
the date on which all outstanding bonds issued by the Authority to provide
funds for the purchase of this Bond are redeemable and at a price equal
to the aggregate of (1) the corresponding principal amount of the Authority’s
bonds to be redeemed by the Authority as a consequence of the District’s
redemption of all or a part of its Bond outstanding, (ii) the interest to
accrue on the Authority’s bonds so to be redeemed to the next redemption
date thereof and not p;eviously paid, (Ill) the applicable premium, if any,
payable on the Authority’s bonds so to be redeemed, (iv) the applicable
premium, if any, payable on addlt~onal bonds of the Authority which also
become redeemable by virtue of such redemption, (v) the costs and expenses of
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theLAuthorlty In ~ffectlng redemption of the Aut’horlty’s bonds so to

be redeemed, and (vl) at the direction of the Authority, an amount equal
to t~e proportionate amount of the additional bonds of the Authority
so to be redeemed, if. any, less other moneys of the Authority available
therefor; provided, however, that-ln the event the Authority’s bonds
have been received and :~the refundlng bonds are issued by the Authority

in a principal amount, in excess of or less than such bonds remaining
’unpaid .at the date of issuance of such refunding bonds, the District
shall be obligate~ to pay under item (1) above the principal amount ~f
such refunding bonds outstanding, and, in the event the interest the
Authority is required to, pay on said refunding bonds is less than the

~Authority was required to pay on its bonds, the District shall be obligated
to pay under Item (il) above the amount of interest to accrue on such
outstanding bonds of the Authority.

This Bond is issued to finance the cost of construction and
acquisition of certain public service facilitles of the District for
the cbllection, treatment, purlfication or disposal of liquid or solid
wastes in the District (the "System"), under the authority of and in
full compliance with the Constitution and statutes of the State of West
~irginia, including particularly Article 13A of Chapter 16 of the Code
of West ~-irginia, 1931, as amended (the ’:Act"), and a Resolution duly adopted
by the Board of the District on the ...... day Of                    .,
198____, (the "Resolution"), and is subject to all the terms and conditions
of said Resolution. The Resolution provides for the issuance of additional
.bonds under certain conditions, and such bonds would be entitled to be paid
and secured equally and ratably from and by the funds and revenues and other
security provided for the Bonds under the Resolution.

The Bonds authorized by said Resolution are payable only from and

secured by the net revenues to be derived from the operation of the sewage
system of the District, which net revenues shall be sufficient to pay the
principal of, and interest on, all Bonds which may be issued pursuant to

¯ the Act and which shall be set aside as a special fund hereby pledged for
such purpose. This Bond does not constitute a corporate indebtedness of
the District within the meaning of any constitutional or statutory provisions
or limitations~ nor shall said District be obligated to pay the same or the
interest thereon except from said special fund provided from the net revenues
from the operation of said System. By the Resolution, the District has

covenanted and agreed to establish and maintain just and equitable rates or
charges for t~e use of such System and the services rendered thereby, which
shall be sufficient to provide gross revenues which are able to pay for the
reasonable expenses of operation, repair and maintenance of said System and
leave a balance each year equal to at least 130% of the amount required during
such year to pay the maximum amount due in any ensuing year of principal of
and interest on all obligations payable from such revenues. The District
has entered into certain further covenants with the holders of the Bonds for
the terms of which reference is made to said Resolution. Remedies provided
the holders of the Bonds are exclusively as provided in the Resolution, to
which reference is here made for a detailed description thereof.
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This Bond is transferable, as provided in the Resolution, only upon
the books of the District kept for that purpose at the office of the
Treasurer of the State of West Virginia, by the Payee, or by its attorney
duly authorized In wrltlug, upon the surrender of this Bond together
with a written instrument of transfer satisfactory to the Treasurer
of the State of West Virginia, duly executed by the Payee or its attorney
duly authorized in wrltlng. Upon transfer of this Bond, there shall
be issued in the name of the transferee coupon Bonds, with appropriate
coupons attached, of the same aggregate principal ~nnount equal to the
unpaid princlpal amount of this Bond, and havlngmaturltles corresponding
to the principal installments of this Bond then unpaid.

This Bond shall be exempt from all taxation by the State of West
Virginia and any county or municipality therein.

All money received from the sale of this Bond or other Bonds of
the issue of which this Bond is one, after reimbursement and repayment
of all amounts advanced f~r preliminary expenses as provided by law,
shall he applied solely to the payment of the cost of additions, betterments
and ~mprovements described ~n the Resolution, including payment of any
indebtedness incurred by the District for such purposes ~hlch is required
to be paid from the moneys received from the sale of such Bonds, or to the
appurtenant sink/ng fund, and there shall be and hereby is created and
granted a lien upon such moneys, until so applied, in favor of the holder
or holders of said Bonds.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions
and things required to exist, happen and be performed precedent to and in
the issuance of this Bond have existed, have happened, and have been per-
formed in due time, form and manner as requ/red by law, and that the amount
of this Bond together w/th all other obligations of said District, does not
exceed any limit prescribed by the Constitution or statutes of the State
of West Virginia and that a sufficient amount of the revenues of the System
of said District has been pledged to and will be set aside into said
special fund by said District for the prompt payment of the principal of
and interest on the Bonds.

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

IN WITNESS WHEREOF, the said Shady Spring Public Service District
has caused this Bond to be signed by the Chairman of the Board attested by its
Secretary and its corporate seal to be hereunto affixed, all as of the
day of                   , 1982.

Chairman

ATTEST:

Secretary
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[ FORM OF PAYMENT RECORD]

DUE DATE

PAYMENT RECORD

PRINCIPAL
BALANCE INTEREST

PRINCIPAL DUE AFTER PAYMENT    DATE
PAYMENT PAYMENT ( Z) PAID

$ $

NAME OF
PAYING AGENT

AUTHORIZED OFFICER
AND TITLE

SCHEDULE "A"

Principal installments on which payments
. have been paid prior to maturity

PRINCIPAL DUE

DATE AMOUNT
PRINCIPAL DATE

PAYMENT BALANCE PAID

$ $ $

NAME OF
PAYING AGENT

AUTHORIZED OFFICER
AND TITLE
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[FORN OF ASSIGnmEnT]

:FOR VALUE RECEIVED the undersigned sells, assigns, and transfer
unto

the within Bond of the SHADY SPRING I~BLIC SERVICE DISTRICT and does
hereby irrevocably constitute and appoint ,
Attorney to transfer the said Bond on the books of the w~Ehin named
Public Service District w~th full power of substitution in the premises.

Dated".

In the Presence of:

3.06. Sale of Bonds; Execution ofLoan Agreement w~...th Authority.
The Bonds shall be sold to the West ~irginia Water Development Authority,
Charleston, West ~irginia, at a price not less than 96.5 percent of the
aggregate principal amount thereof, pursuant to the terms and conditions
of the Loan Agreement to be entered into between the District and the Authority,
all of the provisions of which are hereby ratified and confirmed herein
and made a part heTeof. The Chairman is specifically authorized and directed
to execute the Loan Agreement in substantially the form of Exhibit "A",
the Secretary is directed to affi~ the seal of the District, attest the
same and deliver the Loan Agreement to the Authority.

ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF

Section 4.01. System Revenues and ARplication Thereof. So long as
any of the Bonds shall be outstanding and unpaid, the District covenants
with the Holders of the Bonds as follows:
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%
’A. Establishment of System Revenue Fund and Dispositio~ of

System Revenues. The entire gross revenues derived from the operation
of the System and all parts thereof shall be deposited bythe District
in a special fund in a bank in the State of Nest Virginia which is
e~igible under the laws of West Virginia to receive deposits of state
and munlclp@l funds, which fund (herein called the "Revenue Fund")
is hereby established. The Revenue Fund shall constitute a trust fund
for ~the purposes provided in this Resolution and shall be kept separate
and distinct fro~ all other funds of the District and used only for the
purposes and in the ~mnner herein provided. All revenues at any ti~e
remaining on deposit in the Revenue Fund shall be disposed of only in the
following manner and order of priority:

(I) The District shall first each month, from the mone.ys
in the Revenue Fund, pay all reasonable operating expenses of the System.

(2) Thereafter, from the moneys in the Revenue Fund, the District
shall, on the first day of each month, commencing w~th and including the
month of              , 198____, apportion and set apart out of the Revenue
Fund and remit to the Commission, for deposit in a fund to be known as the
"Sinking Fund", which is hereby created and established, a sum equal

to one-sixth (1/6) of the amount of interest whlch~lll become due on said
Bonds on the next ensuing semiannual interest payment date: Provided,
however, that in the event that the period to elapse between said initial
payment date the next semiannual.interest payment date is less than six
(6) months, then such monthly payments shall be increased proportionately
to provide the required amount of interest maturing on the next semiannual
interest payment date.

The District shall also, from the Revenue Ph~nd, remit to the Commission,
on such dates or at such other times as the C~mmission shall require, such
additional sums as shall be necessary to pay the fiscal agency charges due
for paying the Bonds and the interest thereon.

The District shall also apportion and set apart out of the Revenue Fund
and remit to the Commission for deposit in said Sinking Fund, on the first day
of each month, beginning on the first day of that ~onth which is twelve (12)
months prior to the first principal payment date of said Bonds, a sum
equal to one-twelth (1/12) of the amount of principal which will mature and
become due on said Bonds on the next ensuing principal payment date.

The Commission is Pereby designated as the fiscal agent for the administra-
tion of the Sinking Fund created hereunder, and all amounts required for
said Sinking Fund shall be remitted to the Commission from said Revenue
Fund and from the proceeds of the sale of the Bonds as provided in Article V
hereof by the District at the times provided herein.

Moneys in the Sinking Fund shall be used only for the purposes of paying
principal of and interest on the Bonds as the same shall become due.
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The District shall next, from the Revenue Fund, remit to the
Commission for deposit in a Reserve Account in said Sinking Fund,
on the first day of each month of each year, beginning w~th and
including the. month in which payments from the Revenue Fund for sem/-
annual interest are commenced, an amount equal to twenty per centum
(20%) of all amounts required to be deposited for maturing principal
and interest into said Sinking Fund, as provlded above, on said
dates: Provided, however, that no further payments shall be made
¯ into sa~d Reserve Account when there shall have been deposited therein,
and as long as there shall remain on deposit therein, an amount

~.amount of principal and interest that ~rlll mature a and

become due on S~~d~-i~--ahy- S~eding ~ fiscal ~ear ~

Moneys in the Reserve Account shall be used only .for the purpose
of payment of maturing principal of or interest on the Bonds when
other moneys in the Sink/ng Fund are insufficient therefore and for no
other purpose.

Any withdrawalsfromthe Reserve Account shall be subsequently
restored from the first avenue available after all required payments
to the Sinking Fund and Reserve Account, including any deficiencies
for prior payments, have been made in full.

The District ~hall not be required to make any further payments

into said Sinking Fund or into the Reserve Account in said Sinking Fund
when the aggregate amount of funds in both said Sinking Fund and said
Reserve Account are at least equal to the aggregate principal mmount
of Bonds issued pursuant to this Resolution then outstanding, plus the
amount of interest due or thereafter to become due on said Bonds then
outstanding.

As and when additional bonds ranking on a paritywith the Bonds
herein authorized are issued, provision shall be made for additional pay-
ments into said Sinking Fund sufficient to pay the interest on such additional
parity bonds and accomplish retirement thereof at maturity and to accumulate
a balance in the Reserve Account in said Sinking Fund in an amount equal
to the maximum provided and required to be paid into the Sinking Fund in any
calendar.year for account of all the Bonds, including such additional bonds
whichhytheir terms are payable from said Sinking Fund.

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

Said Sinking Fund shall be used solely and only and is hereby pledged
for the purpose of servicing the Bonds and any additional bonds ranking on a
parity therewith that may be issued and outstanding under the conditions and
restrictions hereinafter set forth.



(3) Thereafter, fro~ the moneys remaining in sald Revenue FUnd,
the District shall next, on the first day of each month commencing with
the first month in which interest shall be first payable from the Revenue
Fund, remit to a bank wh~chla eligible under the laws West Virginia

be desisted ~Rene~al ~d Replac~ent F~d~~ which accost ~s hereby
estab~shed a~ c~eated, a s~ equal to ~o and o~-half pez cent~ (2-I/2Z)
o~ the gross ~evenues each month~ exclusive of any pa~ents fo~ account
o~ the ~se~e Accost ~ the Sinking Fund. ~I ~ds ~ sa~ ~n~al
.and Rep~c~ent Fund~s~l be kept apart £~ all othe~ municipal ~u~s,
~d a~ or ~y part of ~id ~d may be ~nvest~ ~ bonds or other
o~ ~u~y Euarante~ ob1~gat£o~ o~ the Onlted States of ~erica
or being subject to retir~ent at the option o~ ~he holder wi~h~ not mo~e
~ ten (10) yea~s-f~om the date of such ~nvestment. Withdrawals ~ d£s-

bu~s~ts~y he--de f~sa~d Renewal and Replac~ent F~d ~o~ ~eplace-
ments, ~ergency ~epa£~s~ addltio~, be~e~en~s o~ ~p~ov~en~s ~o
System; pro~d~ howeve~ that any deficiency ~ the Rese~e Accost
(~cept to ~he ~tent such deflc~cy ~sts became the requ~ed pa~ents
~to su~AccouRt have not ~ of the. date o~ defecation o~ a deficiency
~unded such Account to the~~ ~tent ~equ~ed by Section 4.01
shall be pro~ly e~ina~ed ~th moneys ~ the Renewal and Replac~t
F~d ~ ~ounts sufficient to e1~nate such deficiency.

(4) ~enever all of the required and provided transfers and payments
from said Revenue Fund into the several special funds, as-hereinbefore pro-

vided, ate current and there re~ains in said Revenue Fund a balance in excess
of the estimated amounts required to be so transferred and paid for operating
expenses and imto the Sinking. Fund and the Renewal and Replacement Fund during
the next succeeding three (3) months, such excess shall he considered as
surplus revenues. Said surplus revenues shall be first used for the con-
struction and acquisition of iznprovements and extensions to the System, and,
thereafter, to the extent not needed for such purposes, said surplus revenues
and any surplus moneys in the Sinking Fund, e~cl~si~e of the Reserve Account,
in excess of the ~mount of interest to become ~ue on the next interest pay-
ment date and the a~ount of pr~nclpal to become due w~thin the next succeeding
twelve (12) months, may be used to purchase Bonds upon the open market at a
price not exceeding the par value thereofplus three per centum (3%) of such
par value, or to redee~ Bonds at a price not in excess of the redemption price
thereof, or for debt service on obligations ~ot on a parity ~rith the Bonds,
the proceeds of which obligations were used to finance such additions, better-
ments or improvements.

(5) The moneys in excess of the sum insured by the maximum amounts insured
by the Federal Deposit Insurance Corporation in the Revenue Fund and for the
Renewal and Replacement Fund (unless remitted to the.Commission) shall at a~l
times be secured, to the full extent thereof in e_~cess of such insured sum,
by direct obligations of the United States of A~nerica or such other oblige=ion
as shall be eligible as security for deposits of state and ~unicipal funds

under the laws of the State of West Virginia.
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(6) If on any monthly payment date the revenues are insufficient
to place the required amount in any of the funds 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~ade into the
funds on the subsequent payment dates.

(7) Honeys ~n the Reserve Account shall be invested and reinvested
by the Co~nlssion in direct obligatlons of the United States of America
having maturities not longer than five (5) years from the date of
purchase. ¯

(8) All remittances ~ade by the District to the Co~mission shail
clearly identify the fund or account into which each amount is to be deposited.

ARTICLE

APPLICATION OF BOND PROCEEDS

Section 5.01. Construction TrustFund. From the moneysreceived
from the sale of any or all of the Bonds authorized and issued pursuant to
this Resolution, the following amounts shall be first deducted and
deposited:

¯ All accrued interest received from the purchaser of said Bonds
shall be deposited in the Sinking Fund and used to pay the next maturing
interest on the Bonds.

B. The remaining moneys derived from the sale of said’Bonds shall
be deposited by the District in a special bank account in a fund to be known
as the"Construction Trust Fund," which is hereby created, which fund shall
be kept separate and apart from all other funds of the District and shall
he drawn out, used and applied by the District solely for the payments of
the cost of the construction and acquisition of the Project, and purposes
incidental thereto, and for no other purposes whatsoever. The moneys in
said fund shall be secured at all times by the deposit of such bonds in a
direct obligations of the United States of America having a fair market value
at least equal to the balance in excess of $i00,000 in said fund. If for any
reason such proceeds, or any part thereof, are.not necessary for, or are not
applied to, such purposes, then such unapplied proceeds shall be deposited
by the District in the Sinking Fund established pursuant to this Resolution
and shall be used only as provided herein. All such proceeds shall be and
constitute a trust fund for such purposes, and there is hereby created a lien
upon such moneys until so applied in favor of the Holders of the Bonds herein
authorized.

Expenditures or disbursements from said ConstructioD Trust Fund, except
for legal, fiscal and engineering expenses and expenses in connection with
the issuance and sale of the Bonds shall be made only after such expenditures
or disbursements shall have been approved in writing by the Consulting Engineers.



Al~TICLE VI

ADDITIONAL COVENANTS OF THE DISTt~ICT

Section 6.01. General Covenants of the’Distrlct. All the covenants,
agre~nents and provisions of this Resolution shall be and constitute a
valid and legally binding covenants of the District and shall be enforceable
in any court of competent Jurisdiction by any Bolder or Holders of said
Bonds. In addition to the other covenants, agreements and provisions of
this Resolution, the District hereby covenants and agrees wlth the iHolders,
of the 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 said Bonds or the interest thereon are outstanding and
unpaid.

Section 6.02. Bonds Not ToBeIndebtedness of the District. Neither
the Bonds nor coupons appertaining thereto shall be or constitute=- indebted-
ness of the District within the meaning of any constitutional, statutory or
charter limitation of indebtedness but shall be ~ayable solely from the
revenues of the System, as herein provide~.

Section 6.03. Bonds Secured b7 Pledge of Net Revenues. The payment of
the debt service of all of theBonds issued hereunder shall be secured forthwith
equally and ratably by a first lien on the new revenues derived from the operation
of the System, to the extent necessary to make the payments required under
Section 4.01 of this Resolution. The revenues derived from the System, in
an amount sufficient to pay the principal of and interest on the Bonds herein
authorized and to make the payments into the Sinking Fund, including the
Reserve Account therein, and all other payments provided for in this Resolution
are hereby irrevocably pledged, in the manner provided in this Resolution, to
thepayment of the principal of and interest on the Bonds herein authorized
as the same become due, and for the other purposes provided in this Resolution.

Section 6.04. Rates. Prior to the issuance of the Bonds, equitable rates
or charges for the use of a_ service rendered by the System will be established
all in the manner and form required by law, and copies of such rates and charges
so established will be continuously on file inth@-office of the Board, each of
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 to pay operating expenses and to make the prescribed
payments into the funds created hereunder. Such schedule of rates and charges
shall be changed and readjusted whenever necessary so that the aggregate of
the re~es 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 District hereby
covenants and agrees that the schedule of rates or charges from time to time in
effect shall be sufficient to provide gross revenues which will be able to pay
for all reasonable expenses of operation, repair and maintenance of the System
and leave a balance each year equal to at least 130% of the maximum amount requirec
in any ensuing year to pay the interest and principal as the same becomes due
and accomplish retirement of. all obligations for the payment of which such revenue~
have or shall have been pledged, charged or otherwise encumbered.
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S~ction 6!     complet.ion, Operation and ~,=intenance. TheDistrlct

will use its best efforts to expeditiously complete and maintain in good
condition said System and will operate the same as a rev~nue-produclng

cnterprise in an efficient and economical manner, making such expenditures
for equipment-an~ for renewal, repair and replacement as may be proper
for the economical operation and maintenance thereof from the revenues
of .said System ln the manner provided in this Resolution.

Section 6.06. Sale of the System. The System may not be-sold,
mortgaged, leased or otherwise disposed of except as a whole, or .substantially
as a ~hole, and only If the net proceeds Zo be realized shall be sufficient
to pay fully all the Bonds outstanding. The proceeds from such *sale, ....
mortgage, lease or other disposition of zhe System shall J~nmedlateiybe
remitted to the Commission for deposit in the Sinking Fund, and,.In the event
the Authority is no longer a Bondholder, the District shall direct ~he
Co~nission to apply such proceeds to the payment of principala~d interest
at ~turity of Bonds about ~o~ture. Any balance re~ainlng after the pa~ent
of all the ~onds andinter~st thereon shall be remitted to the Distr£ctby
the Commisslonunless-necessary for ~he payment of o~he~ obllga~onsofthe
District payable out of ~he revenues of.~he~System.

The foregoing provision notwithstanding, unless othex-~rlse prohibited
-by la~, the District ,shall haveand hereby reserves the right to set1, lease
or otherwise dispose ofany of the property comprising a part of the Syste~
hereinafter determined in the manner provided herein to be-no longer necessary
useful or profitable in the operation thereof. Prio~ to any such sale,
lease or other disposition of such property, if the amount to be received

therefor is not in excess of Ten Thousand Dollars ($i0,000.00), the Board
shall, in~riting, determine that such property comprising ~ part of the System
is no longer necessary, useful or profitable in the operation ~ereof. The

proceeds of any such sale shall he deposited in the Renewal and Replacement
Fund. If the Amount to ~ereceived from such sale, lease or other disposition
of said property shall he in excess of Ten Thousand Dollars ($i0,000.00)
hut not in excess of Fifty Thousand Dollars ($50,000), the Board shall first,

in ~riting, determine ~ith the written approval of the Consulting Engineers
that such property comprising a part of the System is no longer necessary,, useful
or profitable in the operation thereof, and then authorize such sale, lease
or other disposition of such property upon public bidding. The proceeds derived
for any such sale, lease or other disposition of such property, in excess of
$10,000 and not in excess of $50,000, shall be remitted by the District to the
Commission for deposit in the Sinking Fund and shall ~e applied only to the
purchase of Bonds of the last maturities then outstanding at prices not greater
than the par value thereof plus three per centum (3%) of such par value. Such
payments of such proceeds into the Sinking Fund or the Renewal and Replacement
Fund shall not reduce the amounts required to ~e paid into said funds 5y other

provisions of this Resolution.

No sale, lease or other disposition of the properties of the System shall

he made hy the District. if the proceeds to ~e derived therefrom shall ~e in
excess of $50,000 and insufficient to pay all the Bonds then outstanding.without
the prior approval and consent in writing of the Bolders, or their duly authorized
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representatives, of s~xty-sJ-x and two-thirds per centum (66-2/3Z) in
amount of Bonds then outstanding. The District shall prepare the form
of such approval and consent for exec’utlon by the then Holders of the
Bonds for the disposition of the proceeds of the sale~ lease or other
disposition of .such properties of the .System.

Section 6.07. Issuance of Other Obligations Payable Out of Revenues
and General Covenant Against Encumbrances. The District shall not ~ssue
any o~her obligations whatsoever, :except pari passu additlonal bonds :pro-
vided for in Section 6.08 hereof, 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 ~’evenues with the Bonds; and all obligations hereafter
issued by the District payable from the revenues of the System, except such
additi~ual parity bonds, shall contain an express statement that "such obligations
are junior and.subordinate, as to the lien on and source of and security for
payment from revenues and in all c~her respects, to the Bonds; provided,
however, that no such subordinate obl~gati0ns shall be ~ssued unless the
Reserve Account in the Sinking ~und ~is f~nded :to the extent that no further
payments are required thereto as provided in Section 4.01 (A)(2).

The District shallnot 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 Bonds., and the
interest thereon, upon any of the income and revenues of ~he System pledged
for payment of .the Bonds and the interest thereon in this Resolution, or upon
the System or any part thereof.

Section 6.08. AdditionalParityBonds. No additional parity bonds,
as in this section defined, payable out of the revenues of the System, shall
be issued after the issuance of any Bonds pursuant to the Resolution, except
under the conditions and in the~anner herein provided.

No such additional parity bonds shall be issued except for the purpose
of financin~ the costs of the construction or acquisition of additions,
betterments and improvements to the System or refunding the entirety of
one or more series of Bonds issued pursuant hereto, or both such purposes.

No such additional parity bonds shall be issued at any time, however,
unless and until there has been procured and filed with the Board a written
stat~uent by a certified public accountant not in the regular employ of the
District, based upon the necessary investigation and certification by the
Consulting Engineers, reciting the conclusion that the net revenues actually
derived, subject to the adjustments hereinafter provided for, from the Syst~
during any twelve (12) consecutive months, within the eighteen (18) months
immediately proceding the date of the actual issuance of such additional
parity bonds, plus the estimated average increased annual net revenues to be
received in each of the three (3) succeeding years after, the completion ~ the
improvements to be financed by such additional parity bonds, shall not be
less than one hundred thirty per centum (130%) of the l~rgest aggregate amoun~
that ~ill mature and become due in any succeeding fiscal year for principal
of and interest on the following:
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(

(i) The Bonds originally issued pursuant to the Resolution
then outstanding;

(2) Any additional parity bonds theretofore issued pursuant
to the provisions contained in the Resolution then outstanding; and

(3) The addltiona~ parity bonds then proposed to be issued.

Yhe ’~stimated average increased annual net revenues to be received
in each of the three (3) succeeding years," as that term is used in the
computation provided in the abo~e paragraph, shall refer only to the increased
net revenues estimated to be derived from (a) the improvements to be
financed by such additional parity bonds and (b) any increase in.rates
approved by the Public Service Commission of West~irginia prior to the
date of delivery of such additional parity bonds and shall not exceed the
amount to be stated in a certificate of the Consulting Engineers, wh/ch shall
be filed in the office of the Board prior to the issuance of such addltion-I
parity bonds.

The net revenues actually derived from the System during the twelve-
consecutive-month period hereinabove referred to may be adjusted by adding
to such net revenues such additional net revenues which would have been
received, in the Opinion of the Consulting Engineers and the said certified
public accountant as stated in a certificate jointly made and signed by the
Consulting Engineers and said certified public accountant, on account of
increased rates, rentals, fees and charges for the System approved by the
Public Service Commission of West Virginia prior to issuance of such
additional parity bonds.

Not later than simultaneously with the delivery of such additional
parity bonds, the District shall have entered into written contracts for
the immediate construction or acquisition of such additions, betterments
or improvements to the System that are to be financed by such additional parity
bonds.

The term "additional parity bonds" as used in this Section, shall be
deemed to mean additional bonds issued under the provisions and within the
limitations of this section, payable from the revenues of the System on a
parity with the Sewer Revenue Bonds, Series 1982 and all the covenants and
other provisions-of the Resolution (except as to details of such additional
parity bonds inconsistent herewith) shall be for the equal benefit, protection
and security of the Holders of the Sewer Revenue Bonds, Series 1978, and
the holders of any additional parity bonds subsequently issued from time to
time within the limitations of and in compliance with this section. All the
Bonds, regardless of the time or times of their issuance, shall rank equally
with respect to their lien on the revenues of the System and their source
of and security for payment from said revenues, without preference of any bond
or coupon over any other. The Commission shall comply fully with all the
increased payments into the various funds created in the Resolution required
for and on account of such additional bonds, in addition to the payments required
for Bonds theretofore issued pursuant to the Resolution.
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.-~All~ddi[iL ,a] parity bonds shall mature~ .i

and the semiannual i~erest thereon shall.be payble":.
ea~hyear.

year~ Of ~aturtttes,

’    of

The ter~ "additional parity bonds" as used ~n this section, shall not

be deemedto include bonds, notes, certificates or other obligations       "
subsequently lssuedthe llen of which on the revenues of theSystem,s subject

:to the prior and superior llen of the Bonds on such revenues. The District
sha]_lnot issue any obligations whatsoever payable from the revenues of
the System, or any part thereof, which rank prior to or equally, as-to llen
and source of and security for payment from such revenues, ~rlth the Bonds,
except in the manner and under the conditions provided in this section.

No additional parity bonds, as in this section defined, shall be created
at any time, however, unless all the payment into the respective funds and
accounts provided for in the Resolution on the Bonds then outstanding, and
any other payments provided for in the Resolution, shall have been made in
full as required to the date of delivery of the additional bonds and the
District sha~l then be in full compliance ~r~th all the covenants, agre~nents
and terms of the Resolution.

Notwithstanding any of the foregoing provisions, with the written

consent in advance of the Authority and upon compliance with the terms,
limitations and.conditlons contained in the Resolution, parl passu additional
Bonds may he authorized and issued by the District pursuant to supplemental
resolution solely to complete the Project in accordance with the plans
and specifications therefor now on file with the Board in the event that the
Bonds issued hereunder should be insufficient, together with other funds
lawfully available therefor, to pay all costs of construction and acquisition
of the Project, provided, however, that, prior to the issuance of such pari passu
additional bonds under the provisions of this paragraph, the Consulting
Engineers shall file with the Board a statement to the effect that additional
funds are needed and are adequate for such purpose. All .such pari passu additional
bonds authorized and issued under the provisions of this paragraph shall be
limited to the aggregate principal amount required to make up any def~cienc~
in funds for payment of the construction costs to complete the Project and the
maturities of any such pari passu additional bonds shall be in years and amounts
suggested by the Authority.

Section 6.09. Insurance. The District shall carry, with a reputable
insurance carrier, such insurance as is customarily carried with respect to

works and properties similar to the System, against loss or damge by fire,
explosion, hurricane, earthquake, cyclone, occupancy or otherhazards and
risks, which insurance shall at all times be in an amount or amounts equal
to the fair appraisal value of the bu~Idlngs, properties, furniture, fixtures
and equipment of the System. In time of war, the District shall also carry in
said amount such insurance as may be available against loss or damage by 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
provided herein for said Renewal afd Replacement Fund. The District will also
carry liability insurance for damage or injury to persons or property in
amounts adequate for such purposes and customarily carried with respect to ~orks
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and properties s~milar to th~ System.

,Section 1.10. Services Rendered to the District. The District
will not,render or cause to be rendered any free services of any
nature by its System; and in the event the District or any officer
or employee of the District shall avall itself or themselves of the
facilities or services provided by the System or any part thereof,
the same rates,’fees or charges app]/cable to other customers receiving
llke services under slm/lar clrcumstancesshallhe charged the District
and.any other such officer or employee.

Section 6.11. Remedies and Appointment of Receiver. Any Bondholder
may, by proper legal action, compel the performance of the duties of the
District under this Resolution and the Act, including the making And
collection of sufficient rates and charges for services rendered by the
System and segregation of _the revenuestherefrom and the application
thereof. If there be any aefault in the payment ofinterest on any Bonds
when the same shall become due, or in the payment of the principal of any
Bond or Bonds, at the specified date of maturity thereof, or otherwise,
in the performance of any covenant contained in this Resolution other than as
to such payment and such default shall continue for a period of thirty (30)
days after written notice to the District of shch default, any Bondholder
shall, in addition to all other remedies or rights, including, but not limited
to, the right of foreclosure provided in the Act, have the right by appro-
priate legal proceedings to obtain the appointment of a receiver to administer
the System on behalf of the District with power to charge rates, rentals, fees
and other charges sufficient to provide for the payment of the Bonds and
interest coupons, the deposits into the funds and accounts hereby established
as herein provided and the payment of operating expenses of the System,
and to apply such rates, rentals, fees, charges or other revenues in con-
formitywith the provisions of this Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents
and attorneys, enter into and upon and take possession of all facilities of
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 District
exercise all the rights and powers of the District with respect to said
facilities as the District itself might do.

Whenever all that is due upon the Bonds issued pursuant to this Resolution
and interest thereon and under any covenants of this Resolution ~r Reserve,
Sinking or other funds and upon any other obligations and interest thereon
having a charge, lien, or encumbrance upon the revenues of the System shall
have been paid and made good, and all defaults under the provisions of this
Resolution shall have Seen cured and made good, possession of the System shall
be surrendered to the District upon the entry of an order of the Court to
that effec[. Upon any subsequent default, any Holder of Bonds issued pursuant
to this Resolution shall have the same right to secure the further appointment
of a receiver upon any such subsequent default.
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Such receiver, in the performance of the powers hereinabove
conferred upon him, shall be under the direction and supervision

of the court makin~ such appointment, shall at all times be subject
to the orders and decrees of such court and ma~ he removed thereby,
and a successor receiver may be appointed in the discretion of such
court. Nothing herein contained shall limit or restrict the

. jurlsdlction 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
hereln.

Any receiver appointed as provided herein shall hold and operate
the System in the name of the District and for the joint protect/on
and benefit of the District and Holders of Bonds issued pursuant to
this Resolution.    Such receiver shall have no power to sell, assign,
mortgage or otherwise dispose of any assets of any kind or character
belonging or pertaining to the System, hut the authority of such receiver
shall he limited to the possession, operation and maintenance of the
System for the sole purpose of the protection of both the District and
Bondholder, and the curing and making good of any default under the pro-
visions of this Resolution, and the title to and ownership of said
System shall remain in the District, and no court shall have any juris-
diction to enter any order or decree permitting or requiring such receiver
to sell, mortgage or otherwise dispose of any assets of the System.

Section 6.12. Enforcement of Collections. The District will dili-
gently enforce and collect all fees, rates, rentals or other charges for
the services and facilities of the System and take all steps actions and
proceedings for the enforcement and collection of such fees, rates, rentals
or other charges that shall become delinquent to the full extent permitted
or authorized by the laws of the State of West virginia. All such fees,
rates and charges, if not paid when due~ shall become a lien on the premises
served hy the System. When such fees, rates and charges have been delinquent
for thirty (30) days, the District shall have the power to forthwith foreclose
the lien on the premises served in the manner provided for the foreclosure
of mortgages on real property by the laws of West Virginia.

Whenever any rates, rentals or charges for services or facilities of
the System shall remain unpaid for a period of thirty days after the same
shall become due and payable, the property and the owner thereof, as well as the
user of the services and facilities shall be delinquent until such time as
all such rates and charges are fully paid. The District further covenants
and agrees that in the event itowns a waterworks system (the "Water System"),
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 sel-vices and facilities of the System and the Water System
to all delinquent users of services and facilities of the System and will not
restore such services of either System until all delinquent charges for the
services and facilities of the System, plus reasonable interest penalty
charges for the restoration of service, have been fully paid.
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Section 6.13. No Competing Franchise.    TheDistrictwill not
grant or cause, consent to or all~w the granting of, any franchise
or permit tc any person, firm, corporation or body, or agency or
instrumentality whatsoever for the providing of any services that would
compete with services provided by the System.

Section 6.14. Books and Records. The Board will keep books and

records of the System, which shall be separate and apart from all other
books, records and accounts of the District, in which complete and correct
entries shall be made of all transactions relatlng to the System, and
any Holder of a Bond or Bonds issued pursuant to this Resolution shall have

.the r~ght at all reasonable times to inspect the System and all parts
thereof and all records, accounts and data of the District relating
thereto.

The accounting system for the System shall follow currently
accepted accounting practices and safeguards. Separate control accounting
recordsshallbemaintained by the District. Subsidiary records as may
be required shall be kept in the manner and on theforms, books and
other bookkeeping records as prescribed by the Board. The Board shall
prescribe and institute the manner by which subsidiary records of the
accounting system whichmay be installed remote from the direct supervision
of the Board shall be reported to such agent of the District as the Board
shag direct.

The District shall file with the Consulting Engineers and the Authority
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 and net revenues
derived from the System.

B. A balance sheet statement showing all deposits in all the funds
provided for in this Resolution and the status of.all said funds.

The District shall also, at least once a year, cause the books, records
and accounts of the System to be audited by a certified public accountant
and shall mail upon request, and make available generally, the report of said
certified public accountant, or a summary thereof, to any Holder or Holders
of Bonds issued pursuant to this Resolution and shall file said report with
the Authority.

Section 6.15. Reserved.

Section 6.16. Operating Budget. The Board shall annually, at least
thirty (30) days preceding the beginning of each fiscal year, prepare and
adopt by resolution a detailed budget of the estimated expenditures for operation
and maintenance of the System during the succeeding fiscal year. No expendi-
tures 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 Syst~,
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and no such increased expenditures shallbe made until the Board shall

have unanimously authorized the same.- The Board shall mail copies of

such annual budget and all resolutions authorizing ~ncreased expenditures

for operation and maintenance to any Bondholder who shall file his

address with the Board and request in wrlting that copies of all such

budgets and resolutions be furnlshedhimand shall make available such

budgets and all resolutions authorizing increased expenditures for operation

and maintenance of the System at all reasonable times to any Bondholder

or anyone acting for and in behalf of such Bondholder.

Section 6.17. Mandatory Connections. The mandatory use of the sewer

facilities of the System is essential and necessary for the protection and

preservation of the public health, comfort, safety, convenience and welfare

and the economy of the inhabitants of the District and in order to assure

the rendering harmless of sewage and water-borne waste matter produced or

arising wlthin the territory served by the System. Accordingly, every

owner, tenant and occupant of every lot, parcel and tract of land that abuts

on a street, alley, or other public way ~nwhich any sewer llne, main or

facility is located, or which is located within a reasonable distance thereof,

not exceeding 300 feet, and is reasonably accessible thereto, and upon which

lot, parcel or tract a building or other habitable structure has been or shall

be erected for residential, commercial or industrial use, shall connect the

waste or sewage lines of such building or structure with the facilities of

the System if .sewage will flow by gravity from such building or structure

into the facilities of the System and shall thereupon and thereafter refrain

from using and shall cease to use any other method for the disposal of sewage

or water-borne waste matter and shall pay all charges, fees and rates lawfully

provided for use of the sewer facilities.

Any such building or structure from which emanates sewage or water-borne

waste matter and not so connected with the System, is hereby declared and

found to be a hazard to the health, safety, comfort and wel~are of the inhabitants

of the District, 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.

ARTICLE VII

MISCELLANEOUS

Section 7.01. Modification or Amendment. No material modification

or amendment of this Resolution or of any resolution amendatory hereof or

supplemental hereto that would materially and adversely affect the rights of

Bondholders shall be made without the consent in writing of the Holders

of two-thirds (2/3) or more in principal amount of the Bonds then outstanding;

provided, however, that no change shall be made in the maturity of any Bond

or Bonds or the rate of interest thereon, or in the principal amount thereof,

or affecting the unconditional promise of the District to pay such principal

and interest out of the net revenues of the System without the consent of the

Holder thereof. No amendment or modification shall be made that would reduce

the percentage of the principal a~ount of Bonds required for consent to the

above permitted amendments or modifications.
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~’~:~Sectlon7.02. Severabillty of Invalid Provisions’ If any section,

paragraph, clause or provision of this Eesolution shall be held invalid,
such invalidity shall ~ot affect any of the r~mainin~ provisions of this
Resolution.

Section 7.03. Repeal ofConfll~In.g’Resblu~lons. All resolutlons
and orders,~or parts thereo~, In confllct wlth thls Resolution are to the
extent of such confllct repealed.

~. Sectlon.7.0~. Covenant of Due’Yroce~ure,’Etc. The D1str~ct covenants
.thatall :acts, condltlons, thlngs an8 processes zequlzed Zo exist, to
~appen, to be per~o~e~ or to be ~aken precedent ~o ~d In the flnai enact-
ment an~ passage oE ~his Resolution ~o ~is~ ~ve ~ppened, ~ve been

perfumed ~d have been taken In re~lar and due t~me, fo~ and ma~er
as required by and ~ full c~pl~ance ~th the laws and Constitution of
the State of West Virginia appl~ca~le thereto; and that the Chai~n, the
Secretary and members of the Board were at all times when any actio~ ~

connection with this Resolution occurred, ~a are, dul~ in office and dul~
qualified for such offices.

Section 7.05. Defeasance. If the District shall pay or cause to be
paid, or there shall otherwise be paid, to the Rolders of all Bonds and
coupons 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 any revenues, and other moneys and securities pledged under
the Resolution and all covenants, agreements and other obligations of the
District to the Bondholders shall thereupon cease, terminate and become void
and be discharged and satisfied.

Bonds or coupons or interest installments for the payment of which
either moneys in an amount which shall be sufficient, or securities the
principal of and the interest on which, when due, will provide moneys which,
together with the moneys, if any, deposited w~th the payin~ agent at the
same or earlier times, shall be sufficient, to pay as and when due the
principal of and interest on such Bonds shall be deemed to have been paid
within the meaning and ~-ith the effect expressed i~ the first paragraph of
this section. All Bonds and all coupons appertaining to such Bonds shall
prior to the maturity thereof be deeme~ to have been paid within the meanin~
and with the effect expressed in the first paragraph of this section if there
shall have been deposited %rith the Commission either moneys ~n an amount
which shall be sufficient, or securities the principal of and the interest
on which, when due, will provide moneys, which, to~ether with the moneys,
if any, deposited with the Commission at the same time, shall be sufficient
to pay when due the principal of and interest due and to become due on said
Bonds on and prior to the maturity dates thereof, as the case may be. Neither
securities nor moneys deposited with the Co~mlsslon pursuant to this section
nor principal or interest payments on any such securities shall be ~thdra~n
or used for any purpose other than, and shall be held in trust for, the pay~ant
of the principal of and interest on sa~d Bonds; provided, that any cash received
from such.principal and interest payments on such securities deposited ~ith the
Commission, if not then needed f~r such purpose, shall, to the extent practicable,
be reinvested in securities ~turin~ at times and in amounts suff~clent to
pay uhen due the principal of and interest to become due and said Bonds on
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and prior to such maturity dates thereof, as the case may be, and
interest earned from such reinvestments, shall be paid ~ver to the

District, as received by,the Commission, free and clear of any trust,
llen or pledge.¯ For the purposeof this section, securities shall mean

" and include only.obligations of, or obligations guaranteed by, the
United States of America.

Section7.06. Restrictlons~astO~A~bltTage:Bonds. The District
shall not permit at any time or tlmesany of the proceedsof the Bonds
or¯any other fundsof the District to beused directly or indirectly to
acquire any securities or obligations the acquisition of which would

cause any Bond to be an "arbitrage bond" as defined in Section i03(c)(2)
of the Internal Revenue Code, and the Chairman of the Board sha~l deliver
his certificate, based upon this covenant, with regard thereto to the
Authority.

Section 7.07. EffectlveDate. This Resolution shall take effect
upon passage, in the manner prescribed by law; provided, however, that
the Bonds shall not be delivered to the Authority until the West Virginia
Public Service Commission has given its approval of the sale of the Bonds
thereto.
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SHADY SPRING PUBLIC S~RVICE DISTRICT

CERTIFICATION

The UNDERSIGNED, Chairman and Secretary of the Shady Spring
Public Service District hereby certify that the foregoing
RESOLUTION with exhibits attached was unanimously adopted at the
regular meeting of the Public Service Board on .~ ~     ,
1982, duly called, a quorum present and all members voting in favor
thereof.

SHADY SPRING PUBLIC SERVICE DISTRICT

ATTEST:,

Secretary

<SEAL)
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SHADY SPRING PUBLIC SERVICE DISTRICT

Amendatory and Supplemental Resolution

A Resolution amending, supplementing, ratifying and confirming a
resolution entitled "A Resolution authorizing the construction and acquisition
of certain sewage fac~lltles of the Shady Spring Public Service District,
Raleigh County, West Virginia, and the financing of the cost, not otherwise
provided, thereof through the issuance by the District of not more than
$3,200.000 in pr~inclpal smount of Sewer Revenue Bonds, Series 1982; providing

¯ for the rights and remedies of and security for the holders of such-Sewer
Revenue Bonds, Series 1982; authorizing the sale of such bonds to the West
Virginia Development Authority pursuant to the terms of a loan agreement
between the District and said Authority and adopting other provisions relating
thereto." adopted by the Public Service District Board of the Shady Spring
Puhllc Service District .on June 3, 1982, authorizing the issuance of not more
than $2,680,000 in principal amount of Sewer Revenue Bonds and not more than
$795,515 of Subordinate Sewer Revenue Bonds, directing the sale of such Sewer
Revenue Bonds to the West Virginia Water Development Authority pursuant to
the terms of a Loan Agreement dated June 3, 1982, between the Water Development
Authority and the Shady Spring Public Service District, setting forth certain
terms and conditions of such Sewer Revenue Bonds, Series 1982 and such
Subordinate Sewer Revenue Bonds, Series 1982, in accordance with said Loan
Agreement, providing for certain other matters in connection with the
authorization, issuance and sale of such Sewer Revenue Bonds Series 1982 and
such Subordinate Sewer Revenue Bonds Series 1982 all in accordance with said
Loan Agreement.

Be it Resolved and Ordered by the Public Service Board of Shady Springs
Public Service District~ Raleigh Coun_ty, West Virginia, as. follows:

ARTICLE

DEFINITIONS, STATUTORY AUTHORITY AND FINDINGS

Section 1.01. Definitions. Except as hereinafter set forth or as other-
wise required by the context hereof, the terms used in this Amendatory
Resolution shall have the respective meanings given them by the Original
Resolution, as hereinafter defined.

A. "Amendatory Resolution" means this resolution, as from time to
time amended or supplemented.

B. "Loan Agreement" means that certain Loan Agreement, dated June
3, 1982, between the Authority and District, a copy of which is attached as
Exhibit "A" hereto and incorporated herein by reference, the form and execution
of which Loan Agreement were approved by the Board on June 3, 1982.



C. ""Original Resolution" means the Resolution entitled:

"A Resolution authorizing the construction and acquisition of certain
sewage facilities of the Shady Spring Public Service District, Raleigh
County, West Virginia, and the flnancln~ of the cost, not otherwise
provided, thereof through the issuance by the District of not more
than $3,200,000 in principal amount of Sewer Revenue Bonds, Series 1982;
providing for the rights and remedies of and security for the holders
of such Sewer Revenue Bonds, Series 1982; authorizing the sale of such
bond~ Eo the-West Virgln~a Development Authority pursuant tothe terms
of a loan agreement~between the District and said Authority and adopting
other provisions relating thereto."

adopted by the Board June3, 1982, which is further amended, supplemented,
ratified and approved by.thls Amendatory Resolution.

Section 1.02. Authority of This Amenda~ory Resolution. This Amendatory
Resolution is adopted pursuant to the provisions of the Act and other applicable
provisions of law and in accordance with Section 4.1 of the Loan Agreement and
is amendatory of and supplemental to the Original Resolution.

Section 1.03. Findings. It is hereby found, determined and declared as
follows:

A. By the Original Resolution, the District authorized, among other
things, the issuance and sale to the Authority of not more than $3,200.00 in
aggregate principal amount of Sewer Revenue Bonds.

B. Pursuant to the Loan Agreement, the District has agreed to issue
and sell, and the Authority has agreed to purchase, $2,680,000 in aggregate
principal amount of Sewer Revenue Bonds and $795,515 in aggregate principal
amount of Subordinate Sewer Revenue Bonds.

C. It is in the best interests of the District, and the inhabitants
thereof, that the Original Resolution be amended to authorize the issuance of
the District’s Sewer Revenue Bonds, authorized by the Original Resolution in
an aggregate principal amount of not more than $3,475,515, as two separate
issues of Sewer Revenue Bonds and Subordinate Sewer Revenue Bonds as prescribed
by the Loan Agreement.

D. It is in the best interests of the District, and the inhabitants
thereof, to set forth certain terms and conditions of said Sewer Revenue Bonds
and said Subordinate Sewer Revenue Bonds and to provide for certain other matters
in connection with the authorization, issuance and sale of said Sewer Revenue
Bonds and said Subordinate Sewer Revenue Bonds, all in accordance with the Loan
Agreement.

ARTICLE II

AMENDMEh~S TO THE ORIGINAL RESOLUTION

Section 2.01. Amendments to Article I of the Original Resolution.
Article I of the Original Resolution shall be amended as follows:
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A. Subsection 1.02 (D) of the Original Resolution is hereby
amended and re-enacted to read as follows:

"It is deemed necessary for the District to issue its Sewer Revenue
Bonds in the principal amount of n~t more than $3,475,515, to consist of
$2,680,000 in Sewer Revenue Bonds and not more than $795,515 In aggregate
principal amount of Subordinate Sewer Revenue Bonds, to finance costs of
the construction and acqulsiti~n of the Project. Said costs shall he deemed
to,include the cost of all property rights, easements and franchise de~ned

necessary or convenient therefor and for theImprovements and extensions.
thereto; interest upon the Bond prior to and during construction or acquisition
and for six months after completion of construction or of acquisition of the
Improvements and extensions; engineering, fiscal agents and legal e~penses;
expenses for estimates of cost and of revenues; expenses for plans, specifi-
cations and surveys; other expenses necessary or incident to determining the
feasibility or practicability of the enterprises; administrative expense;
and such other expenses as may he necessary or incident to the financing
herein authorized, and the construction or acquisition of the properties and
the placing of same in operation, and the performance of the things herein
required or permitted, in connection with any thereof."

B. Subsection 1.02 (C) of the Original Resolution is hereby
amended and re-enacted to read as follows:

"E. The estimated revenues to be derived in each year after the
adoption of this Resolution from the operation of said Projectand any
improvements and extensions thereto (collectively, the "System") will he
sufficient to pay all costs of the operation and maintenance of said System
the principal of and interest on the Sewer Revenue Bonds and the Subordinate
Sewer Revenue Bonds authorized to be issued pursuant to this Resolution
and all ~Sinking Fund, Reserve Account and other payments provided for in this
Resolution."

C. Section 1.03 of the Original Resolution is hereby amended and
re-enacted to read as follows:

"Section 1.03. Resolution Constitutes Contract. In consideration of
the acceptance of the Sewer Revenue Bonds and the Subordinate Sewer Revenue
Bonds authorized to be issued hereunder by those who shall respectively hold
the same from time to time, this Resolution shall be deemed to be and shall
constitute a contract between the District and such noteholders or bondholders,
and the covenants and agreements herein set forth to be performed by said
District shall be for the equal benefit, protection and security of the legal
holders of any and all of such Sewer Revenue Bonds or Subordinate Sewer
Revenue Bonds, as the case may be, issued hereunder, and the coupons, if any,
attached thereto, all of which shall respectively be of equal rank and without
preference, priority or distinction, except as expressly provided therein and
herein and except that said Subordinate Sewer Revenue Bonds shall be junior
.and subordinate as to lien and source of and security for payment to sa~d
Sewer Revenue Bonds.
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D. Subsection 1.04(B) of the Original Resolution is hereby

amended and re-enacted to read as follows:

"B. "Authority" shall mean the West Virginia Water Development Authority,
which-shall be the original purchaser of the Sewer Revenue Bonds and the
Subordinate Sewer Revenue Bonds originally authorized to be issued hereunder,
or any other agency of the State of West Virginia that succeeds to the
functions of the Authority; provided, however, that the District must satisfy
the engineering, legal and other requirements of.. the Program."    ¯

E. Subsection 1.04 (D) of the Original Resolution is hereby .amended
and re-enacted to read as follows:

"D. "Bonds" shall mean the not in excess of $3,475,515 in aggregate
principal amount of Sewer Revenue Bonds,’of the series and having such other
details as shall hereafter he determined by a supplemental resolution of the
Board, originally authorized to be issued pursuant~to this Resolution. and
any pari passu additional Bonds hereafter Issuedwithin the terms, restrictions
and conditions contained in this Resolution." ....

F. Subsection 1.04 (E) of the Original Resolution is hereby
amended and re-enacted to read as follows:

"E. "Bondholder" or "Holder" or any similar term shall mean any person
who shall be the bearer or owner of any outstanding Bond or Bonds registered
to bearer or not registered, or the registered owner of any outstanding Bond
or Bonds which shall at the time be registered other than to the bearer, or
the bearer or owner of any coupons representing any interest accrued or to
accrue on said Bonds or the bearer or owner of any outstanding Subordinate
Bond orSubordinate Bonds, as hereinafter defined, registered to bearer or
not registered, or the registered owner of any outstanding Subordinate Bond
or Subordinate Bonds, as hereinafter defined, which shall at the time be
registered other than to the bearer, or the bearer or owner of any coupons
representing any interest accrued or to accrue on said Subordinate Bonds, as
the case may be, or both, as required by the context in which the term is
used in this Resolution.

G. Subsection 1.04 of the Original Resolution is hereby amended
by adding thereto the following new subsections:

"U. "Subordinate Bonds" shall mean the not in excess of $795,515
in aggregate principal amount of Subordinate Sewer~ Revenue Bonds, of the
series and having such details as shall hereafter be determined by a
supplemental resolution of the Board, originally authorized to be issued
pursuant to this Resolution.

V.    "Supplemental Resolution" shall mean any resolution which is amendatory
hereof or supplemental hereto, including, but not limited to, the resolution
adopted in connection with the sale of the Notes and the resolution adopted in
connection with the sale of the Bonds and the Subordinate Bonds originally
authorized hereby.
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"W.    "System":shall mean the Project, in Its~entlrety or any intergral
part thereof, and shall include any improvements and extensions thereto
hereafter constr~cted or acquired for said sewerage system from any sources
whatsoever, both wlthln and without said District.

"X.    "WDABonds" shall mean, collectively, the Bonds origlnally
authorized hereby in the aggregate principal amount of $2,680,000 .

and the Subordinate Bonds, originally authorized hereby in the aggregate.
prlnclpal amount of not to exceed $795,515.

"y. Addltlonal terms and phrases are defined in this Resolution as
they are used. Accounting terms are not specifically defined herein shall
be given meaning in accordance with generally accepted accounting principles.

"Z. Words importing singular number shall include the plural number

in each case and vice versa, andwords importing persons shall,include
firms and corporations.          ~

ARTICLE III

AMENDMENTS OF THE’ORIGINALRESOLUTION

Section 2.02. Amendments to Article III of the Original Resolution.
Article III of the Original Resolution shall be amended as follows:

A. The title of Article IIl is hereby amended and reenacted to

read as follows: "AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND SALE
OF BONDS AND SUBORDINATE BONDS."

B. Section 3.01 of the Original Resolution is hereby amended
and reenacted to read as follows:

"Section 3.01. Authorization and Terms of Bonds and Subordinate Bonds.
For the purpose of paying additional costs, if any, of construction and
acquisition of the Project, as shall be determined by the Supplemental
Resolution, and paying certain costs of issuance and related costs, and
for such other purposes set forth in the Supplemental Resolution, and
paying certain costs of issuance and related costs, and for such other purposes
set forth in the Supplemental Resolution, there shall be issued negotiable
Sewer Revenue Bonds and Subordinate Sewer Revenue Bonds, respectively, of the
District.

The Bonds originally authorized hereby shall be in such aggregate principal
amount, not in excess of $2,680,000, may bear interest at such rate or rates,
not exceeding the then legally permissible rate, payable semiannually on
such dates and in such amounts, all as the District shall prescribe in the
Supplemental Resolution. The Subordinate Bonds shall be in aggregate principal
amount, not in excess of $795,515, shall not bear interest, payable annually
on such dates, and shall mature on such dates and in such amounts, all as the
District shall prescribe. The Bonds and the Subordinate Bonds shall be
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payable as to both principal and interest, if any, at the office of the
Commission, through a paying agent or agents selected by thel orglnal purchaser

or purchasers thereof, in any coin or currency that is legal tender for the
payment of public or private debys under the laws of the United State of
America, and shall be redeemable, in whole or in part.

Unless otherwise provleded, the WDA Bonds shall be issued in the form
of "two (2) slngle bonds, each fully registered to the Authority, one such
bond representing the Bonds,orlglnally authorized herebyand the other such
bond reqresenting the Subordinate Bonds. Each such WDA Bond shall be in
the denomination representing the.aggregate principal -mount of the Bonds
or the Subordinate Bonds, as the case may be, and shall mature in principal
installments, all as provided in the Supplemental Resolution. Said WDA Bonds
shall each be exchangeable at the option and expense of the Holder for other
fully registered bonds in the denomination of $5,000 or any integral multiple
thereof, or if authorized by the Supplemental Resolution, for coupon bonds in
the denomination of $5,000 each,_ in aggregateprlnclpalamount equal to the
amount of said WDA Bond then outstanding, w-lib principal installments or
maturities, as applicable, corresponding to the dates of payment of principal
installments of said WDA Bond; provided,-that the Authority shallbe obligated
to pay any expenses of such exchange. The coupon bonds for which any WDA
Bond is exchanged, if so authorized by the Supplemental Resolution, shall have
appropriate interest coupons for interest due and unpaid or to come due attached.

Subsequent series of Bonds may be issued as coupon Bonds, registrable
as to principal only, in the denomination of $5,000 each, or as fully
registered Bond, with payment records or record attached, in the denomi-
nation of $5,000 or any integral multiple thereof. The coupon Bonds shall
be dated as of the date specified in the Supplemental Resolution authorizing
such coupon Bonds, or the sale thereof, and shall bear interest from their
date, payable in accordance with, and upon surrender of, the appurtenant
interest coupons as they severally mature. The registered Bonds shall be
dated as of the date of their delivery to the original purchaser of purchasers
thereof and shall bear interestfrom such date.

Except as otherwise provided herein, before the delivery of any coupon
Bonds or Subordinate Bonds, all matured coupons thereto’attached, except
matured coupons for which payment in full has not been provided, shall
be cut off, cancelled and destroyed; provided, that if the coupon Bonds
or Subordinate Bonds are issured in exchange for reqistered Bond or Subordinate
Bond upon which interest is in default, as shown by the records of the
Treasurer of the State, such coupon Bonds or Subordinate Bonds shall have
attached thereto all coupons maturing after the date to wich interest has been
paid in full, as shown by such records, and in case any interest installments
have been paid in part, appropriate notation shall be made on the coupons to
evidence such fact.

C.    Section 3.02 of the Original Resolution is hereby amended
and reenacted to read as follows:

Section 3.02. Additional Terms of WDA Bonds. In addition to the terms
set forth in Section 3.01 hereof, and in anticipation of the sale of the ~A
Bonds to the Authority, the District hereby covenants that the k~A Bonds shall
comply in all respects with the provisions of the Loan Agreement and of Section
7.09 of the bond resolution adopted by the Authority on June 3, 1982, as
supplemented (the "Bond Resolution"), and shall have the following terms and
be issued upon the following additional conditions:
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A. Such WDA Bonds shall be in an aggregate principal amountrequlred
under the Authority’s Bond Resolution to be paid from the proceeds of the
WDA Bonds to fund the Capital Reserve Fund and to pay Costs of Issuance
(bo~h "Capital ,~Reserve Fund" and "Costs of Issuance" are defined in said
Bond Resolution), including any consultant fees, related thereto (c011ec-
tively, the "Issuing E~enses") as determined by the Authority., and the
District hereby agrees to advise the Authority of the amount, if any,
of Issuing .Expenses to be paid from any of its funds then available to -
pay such Issuing Expenses before utilizing the .proceeds of the WDA Bonds
to do so; provided, that~ the aggregate principal amount of such WDA
Bonds shall include such additional amounts as may he needed to pay any
additional costs of construction or acquisition of the Project or .to
provide for other allowable Costs of Works, as determined by the Supple-
mental Resolution and agreed to by the Authority; and

B.    Such WDA Bonds shall mature in the times and amounts as directed
by the Authority, but not over a period of more than forty (40) years, shall
be dated as the Authority shall direct and shall he in respective denominations
equal to the aggregate prlnclpal amount of the WDA Bond issue in accordance
with subsection (A) of this Section 3.03. The WDA Bonds shall bear interest
at such rate per annum (but not in excess of the legally perm/ssible rates)
as the Authority shall direct, payable as provided in the aforementioned
Bond Resolution.

Unless otherwise provided by the Supplemental Resolution in the event
of a change of policy by the Authority or the sale of the WDA Bonds to an
original purchaser other than the Authority, theterms and conditions of the
WDA Bonds set forth by the Supplemental Resolution pursuant to Section 3.01
hereof shall also conform to the terms and conditions required by this
Section 3.03.

D.    Section 3.02 of the Original Resolution is hereby amended and
reenacted to read as follows:

Section 3.02. Execution of Bonds~ Subordinate Bonds and Coupons. Said
Bonds and Subordinate Bonds~shall be executed in the name of the District by
the Chairman and the seal of the District shall be affixed thereto or imprinted
thereon and attested by the Secretary. In case any one or more of the officers
who shall have signed or sealed any of the Bonds or the Subordinate Bonds, as
the case may be, shall cease to be such officer of the Board before the Bonds
or Subordinate Bonds so signed and sealed have been actually sold and delivered,
such Bonds or Subordinate Bonds, as the case may be, may nevertheless be sold
and delivered as herein provided and may be issued as if the person who signed
and sealed have been actually sold and delivered, such Bonds or Subordinate
Bonds, as the case may be, had not ceased to hold such office. Any
Bonds or Subordinate Bonds may be signed and sealed on behalf of the District
by such person as at the actual time of the execution of such Bonds or
Subordinate Bonds, as the case may be, such person may not have held such
office or may not have been so authorized.

Any coupons to he attached to coupon Bonds or Subordinate Bonds shall
be authent±cated with the manual or facsimile signatures of the present or
future Chairman and Secretary.
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E. Section 3.03 of the Orlginal Resolution is hereby amended

and reenacted to read as follows:

Section 3.03. Negotlabillty~ Transfer and Re~istratlon. The
Bonds andthe Subordlnate. Bondsshall be and have all of the qualities
and incidents .of negotiable instruments under the Uniform Commercial Code
of the State, and each successive Holder, in accepting any of said Bonds
or Subordinate Bonds, as the case may be, or the coupons, if any, apper-
tainlng thereto, shallbe conclusively deemed to have agreed that such
Bonds or SubordlnateBonds, as the case may be, shall 5e and have all of
the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State, and each successive Holder shall futher be

conclusively deemed to have agreed that s~id Bonds or Subordinate Bonds,
as the case may be, shall be incontestable in the hands of a bona fide
holder for value in the manner provided hereinafter in the form of said
onds or Subordinate Bonds, as the case may be.

So long as any of the Bonds or the Subordinate Bonds remains out-
standing, the Treasurer of the State shall keep and maintain books
for the registration and transfer of the Bonds or the Subordinate Bonds,
as the casemay be. Any coupon Bonds orSubordinate Bonds, as the case
may be, may be registered at the option of the Holder as to principal
only at the office of the Treasurer of the State, such registration to
be noted on the back of said coupon Bonds or Subordinate Bonds, as the
case may be, in registration as to principal only, no transfer of the
coupon Bonds or Subordinate Bonds, as the case may be, shall be valid
unless made at said office by the registered owner, or by his or her duly
authorized agent or representative, and similarly noted on the coupon Bonds
or Subordinate Bonds, as the case may be, shall be valid unless made at
said office by the registered owner, or by his or her duly authorized
agent or representative, and similarly noted on the coupon Bonds or the
Subordinate Bonds, as the case may be, but the coupon Bonds or Subordinate
Bonds, as the case may be, may be discharged from registration by being in
like manner transferred to bearer, and thereupon transferability or delivery
shall be restored. At the option of the Holder, the coupon Bonds or
.Subordinate Bonds, as the case may be, may thereafter again from time to
time be registered or transferred as before. Such registration as to
principal only shall not affect the negotiability of the coupons, wich shall
continue to pass by delivery.

At the option of the Holder, coupon Bonds or Subordinate Bonds, as the
case may be, may be exchanged for registered Bonds or Subordinate Bonds, as
the case may be, have maturities of principal installments identical to the
maturities of the coupon Bonds or Subordinate Bonds, as the cas may be, being
exchanged therefor.

A registered Bond or Subordinate Bond shall be transferable only upon
the bookds of the District, which shall be kept for that purpose at the office
of the aforesaid Treasurer, by the registered owner thereof in person or by
his or her attorney duly authorized in writing, uponsurrender thereof,

together with a written instrument of transfer satisfactory to the Treasurer

of the State dnly excnted by the registered owner or his or her duly authorized
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attorney. Upon exchange or transfer of a registered Bond or Subordinate Bond,
as the case.my be, there shall be issued another registered Bond or
Subordinate Bond, as the case may’be, or reglsteredBonds or Subordinate
Bonds, as the case may be, of the aggregate principal amount equal to the
unpaid amount of the transferred registered Bond or Subordinate Bond, as
the case may be, or aughorlzed by the Supplemental Resolution, at the
option of the Holder or the transferee, coupon Bonds or Subordinate Bonds,
as the casemay be, w~th appropriate coupons.attached, of the aggregate
princlpalamount equalto the unpaid prlnclpalam~unt:of such registered
Bond orSubordlnateBond, asthecasemaybe, and havlng prlnclpal install-
ments or maturltles, as applicable, corresponding to the principal install-
.ments of such registered Bond or SubordlnateBond then upald.

In all cases in wh/ch the privilege of exchanging Bonds or SUbordinate
Bonds, as the casemay be, or transferring a registered Bond or Subordinate
Bond, asthe case may be, is exercised, Bonds or Subordinate Bonds, asthe
case may be, shall be delivered in accordance wlth the provlslons of tlds
Resolution. All Bonds or Subordinate Bonds, as the dase may be, and coupons
if any, surrendered in any such exchanges or transfers shall forthwith be
cancelled by the Treasurer; provided, however, that the Treasurer "my
hold coupon Bonds or Subordinate Bonds, as the case may be, until the
maturity thereof for use in future exchanges. For every such exchange
or t~ansfer of Bonds or Subordinate Bonds, as the case .my be, the Treasurer
may make a charge sufficient to reimburse his or her office for any tax,
fee or other goverrnnental charge required to be paldwlth respect to such
exchange or transfer and the cost of preparing each new coupon or registered
Bond or Subordinate Bonds, as the case may be, upon each exchange or
transfer, and any other expenses of the said Treasurer incurred in connection
therewith,.which sum or sums shall be paid by the person requesting such
such exchange or transfer as a condition precedent to the exercise of the
privilege of making such exchange or transfer; provided, however, the
Authority shall not be obligated to pay any such sum or sums as a condition
precedent. The Treasurer shall not be obliged to make any such exchange
or transfer of Bonds or Subordinate Bonds, as the case may be, during the
ten (I0) days preceding any interest payment date on the Bonds or Subordinate
Bonds, as the case may be, or in the case of any proposed redemption of
Bonds or Subordinate Bonds, as the case may be, next preceding the date
of the selection of Bonds or Subordinate Bonds, as the case"my be, to be
redeemed.

F.    Section 3.04 of the Original Resolution is hereby amended
and reenacted to r~ad as follows:

Section 3.04. Bonds or Subordinate Bonds Mulilated~ Destroyed~
Stolen or Lost. In case any Bond or Subordinate Bonds, as the case may
be, shall become mutilated or be destroyed, stolen or lost, the District
may in the discretion of the Board issue and deliver a new Bond or Subordi-
nate Bond, as the case may be, with all unmatured coupons, if any, so
mutilated, destroyed, stolen or lost in exchange and substitution for such
mutilated Bond or Subordinate Bond, as the case may be, upon surrender and
cancellation of such mutilated Bond or Subordinate Bond, as the case may be,
and attached coupons, if any, or in lieu of and substitution for the Bond
or Subordinate Bond, as the case may be and coupons, if any, destroyed,
stolen or lost and upon the Holder’s furnishing the Board proof of his or



her ownersh/p thereof and satisfactory indemnity and complying w~thsuch
other reasonable regulations and conditions as the Board may’prescrlbe and
paying such expenses as the District may incur. All Bonds or Subordinate
Bonds, as the case may be, and coupons so surrendered shall be submitted
to and cancelled by the Treasurer of the State and held for the account
of the District. If such Bondor Subordinate Bond, as the case may be, or
coupons shall have matured or be about to mature, instead of issuing a
substitute Bond or Subordinate Bond, as the case may be, or coupon,the
Distrlct~ay pay the same, upon being indemD/fied as aforesaid, and, if
such Bond or Subordinate Bond, as the case may be, or coupons by lost, ’
stolen, or destroyed, wlthout surrender therefor.                         ¯

Any such duplicate Bond or Subordinate Bond, as the case may be, and
coupons issued pursuant to this section shall constitute original, .additional
contractnal obligations on part of the District, whether or not the lost,
stolen or destroyed Bond or Subordinate Bond, as the case may be, or coupons
be at any time found by anyone, and such duplicate Bond and coupons, if any,
shall be entitled to equal and proportionate benefits and rights as to lien
and source of and security for payment from the revenues pledged herein~rlth
all other Bonds and coupons, if any,issued hereunder, and such duplicate
Subordinate Bond and coupons, if any, shall be entitled to equal and propor,
tionate benefits and rights as to lien and source of and security for pay-
ment from the revenues pledged herein w-lib all other Subordinate Bonds
and coupons, if any, issued hereunder.

G.    Section 3.05 of the Original Resolution is hereby amended
and reenacted to read as follows:

Section 3.05.    Form of Bond Originally Authorized byThis Resolution.
Unless otherwise provided by the Supplemental Resolution, the text of the
Bond originally issued pursuant to this Resolution shall be of substantially
the followin~ tenor, with such omissions, insertionsand variations as may
be necessary and desirable and authorized or permitted by this Resolution,
the Supplemental Resolution or any subsequent resolution adopted prior to
the issuance thereof.

(Form of Bond)

UNITED STATE OF AMERICA
STATE OF WEST VIRGINIA

COUNTY OF KANAWHA
SHADY SPRING PUBLIC SERVICE DISTRICT

SEWER REVENUE BOND, SERIES 1982

No. $

KNOW ALL MEN THESE PRESENTS: That SHADY SPRING PUBLIC SERVICE
DISTRICT, a political subdivision and a pubIic corporation, organized
and existing under the laws of the State of West Virginia (the "District")
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for value received, hereby promises to pay, solely from the special funds
provided therefor¯ as hereinafter set forth¯ to the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the "Authority") or its registered assigns (the

"Alternate Payee"), on the first day of               of the years and in
the principal installments specified below, the aggregate sum of

Dollars ($            ) and solely from such special funds also to pay
interest on said sum from the date hereof at the rate for each such principal
installment specified below on the first day of and the first

day of in each year beginning 1, 19__, both
principal of and interest on this Bond being payable in any coin or currency
which, on the respective dates of payment of principal and interest, is
legal tender for the payment of public and private debts under the laws of
the United States of America, at the office of the West Virginia Municipal
Bond Commission, Charleston, West Virginia, through                         .,

¯ West Virginia, or at the option of the holder at
the (principal) office of                                   ,

Year Principal Installment Interest Rate

This Bond is subject to redemption prior to its stated date of
maturity as follows:

This Bond represents the aggregate principal amount, being

$ , of an authorized issue of Bonds (the "Bonds~) issued to fimanee
the cost of construction and acquisition of a public sewerage system (the
"Project") of the District (, to pay additional costs of construction and
acquisition of the Project) and to pay certain costs of issuance and related
costs. Additional costs of construction and acquisition of the project
are being paid with proceeds of $795,515.00 in aggregate principal amount
of subordinate sewer revenue bonds issued contemporaneously herewith
"Subordinate Bonds". This Bond is authorized under and in full compliance
with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 16, Article 13A, of the Code of West Virginia, 1931, as
amended (the "Act"), and a resolution duly adopted by the Public Service
Board of the District on the day of
mented thereby on the day of ., 198198--’"

and supple-
(the "Resolution"),

and is subject to all the terms and conditions of said Resolution. In
addition to authorizing the Subordinate Bonds, ~he Resolution provides for
the issuance of additional bonds under certain conditions, and such bonds
would be entitled to be paid and secured equally and ratably from and by the
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funds and revenues and other secnrlty provided for the B~nds ,,nder the
Resolution.

The Bonds are payable from and secured by the next revenues to
be derived from the operation of the Project and any Improvements and
extensions thereto (collectively, the "System"), which net revenues shall
he 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 ?urpose, and are luther secured-By a statutory
mortgage llen on the System. This Bo~d does not constitute a corporate
indebtedness of the District within the meaning of any constitutional or
statutory provisions or limitations, nor shall said District be obligated
to pay the same or the interest hereon except from said special fund
provided from the net revenues from the operation of said System. -By
the Resolution, the District has convenanted and agreed to establish
and ~aintain just and equitable rates or charges for the use of such
System and the services rendered thereby, which shall he sufficient to

provide for t~e. reasonable expenses of o~eratiqn, repai~ ~nd maintenance of
said System and to leave a balance each year equal to at least 130~ of
the amount required during such year to pay the maximum amount due in any
ensuin~ year of principal of and interest on all obligations, including the
Bonds and the Subordinate Bonds, payable from such revenues. The District
has entered into certain luther covenants with the holders of the Bonds
for the terms of .which reference is made to said Resolution. Remedies
provided the holders of the Bonds are exclusively as provided in the
Resolution, to which reference is here made for a detailed description there-
of.

This Bond is transferable, as provided in the Resolution, only
upon the books of the District kept for that purpose at the office of the
Treasurer of the State of West Virginia, by the Authority or Alternate
Payee or by his or her or its attorney duly authorized in writing, upon
the surrender of this Bond together with a wrltten instrument of transfer
satisfactory to the Treasurer of the State of West Virginia, duly executed
by the Authority or the Alternate Payee, as appropriate, or his or her or
its attorney duly authorizing in writing. Upon the transfer of this Bond,
there shall be issued (at the option of the registered holder.or the transferee
coupon Bonds, with appropriate coupons attached, of the aggregate principal
amount equal to the unpaid principal amount of this Bond, and having matu-
rities corresponding to the principal installments of this Bond then unpaid,
or) another fully registered Bond or fully registered Bonds of the aggregate
principal amount equal to the unpaid principal amount of this Bond upon
transfer hereof.

This Bond exchangeable at the option and exp~nse of the registered
holder hereof for other fully registered Bonds in the denomination of
$5,000 or any integral multiple thereof (or for coupon Bonds in the denomi-
nation of $5,000 each), in aggregate principal amount equal to the amount of
this Bond then outstanding, with principal installments (or maturities, as
applicable,) corresponding to the dates of payment of principal installments
of this Bond; provided,-that the Authority shall not be obligated to pay any
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expenses of such exchange. (The coupon Bonds for which this Bond is exchanged
shall have appropriate interest coupons for interest due and unpaid for to
come due attanced.

Th~s Bond shall be exempt from taxation by the State of West
Virginia and the other taxing bodies of the State.

All money:received £rem the sale of this Bond after reimbursement-

and repayment of allamount advanced or obligations incurred, as provided by
law and the Resolution, shall be applied solely to refunding ~the Notes
(paying additional costs of construction and acquisition of.the Project)
and paying certain costs of issuance and related costs, and there shall be
and hereby is created and granted a Lien upon such moneys, until so applied,
in favor of the registered holder of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent
to ~nd in the issuance of this Bond have existed, have happened, ,and have
been performed in due time, form and manner as required by law, .and that
the amount of this Bond, together with all other obligations of said
District, does not exceed any limit prescribed by the Constitution or
statutes of the State of West Viriginia and that a sufficient amount of the
revenues of the System of said District has been pledged to and will be set
aside into said special fund by said District for the prompt payment of the
principal of and interest on the Bonds

All provisions of the Resolution and 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.

IN WITNESS WEREOF, the said Shady Spring Public Service District
has caused this Bond to be signed by the Chairman of its Public Service
Board and its corporate seal to be hereunto affixed and attested by the
Secretary of it Public Service Board, all as of the day of

19__.

Chairman, Public Service Board

(SEAL)

ATTEST:

Secretary, Public Service Board
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Due

Date
Principal

, ,Payment

Principal
Balance Interest

Due After Payment Date
Payment (     %) Paid

$

Name of
PaylngAgent,

Authorized
Officer and

’Title

(SCHEDULE "A")

Principal installments on wb/ch payment have
been made prior to maturlty

Principal Due Principal Date
Date Amount Payment Balance Paid

Name of Paying
Agent, Authorized

Officer and
Title

(FORM OF ASSIGNMENT)

FOR VALUE RECEIVED, the uundersigned sells, assigns and transfers
unto the within Bond of the Shady
Spring Public Service District, and does hereby irrevocably constltue and
appoint                              , attorney to transfer the said Bond on the
books of the within-named Public Service District with full power or sub-
stitution in the premises.

Dated:

In the presence of :
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H. Article III of the Original Resolution hereby is amended
by adding thereto the folluwlng new Section 3.07 and is reenacted as amended:

Section 3.07. Form of Subordinate Bond. Unless otherwise provided
by the Supplemental Resolution, the t~xt of the Subordinate Bond originally
.issued pursuant to this Resolution shall be of substantially the following
tenor, with such omissions, insertions mnd~varlatlons as may be necessary
and desirable and authorized or permitted by this Resolution, the Supple-
mental Resolution or any subsequent resolution adopted prior to thelssuance
thereof.     - -~- <~"

(FORM OF SUBORDINATE BOND)

Know all men by these presents: That Shady Spring Public Service
District, a poltical subdivision and a public cooperation, orginial and
existing under the laws of the State of West Virginia (the ’~istrict") for
value recieved, hereby.promises to pay, solely fromthe special funds
proceeded therefor, or hereinafter set forth, to the West Virginia Water
Development Authority ( the "Authority") or its registered assigns (the_
"Allternate Payee") the first day of October of the years and in the
aggregate sum of Dollars ($795,515) in equal
annual installments of ($22,097.64) each, comming
on October i, 1984 and commencing on October i, 1984 and continuing on the
first day of each October thereafter, to and including Octoverl, 2019,
w/thout interst, provided .that the District shall my pay the amount
advanced to it as shown on the Record of Advancemnts.

The principal payments of the Bond are payable in coin or currency
which, on the respective date of payment of public and private debits under
the laws of the United States of America, at the office of the West
Viriginia Municipal Bond Commision, Charleston, West Viriginia, through
the Charleston National Bank, Charleston, West Virginia.

This Bond is issued to finance a portion of the costs of construc-
tion and acquisition of new public service cacilltles for the collection,
treatment, purification or disposal of liquid or solid wastes (the "System")
in the territory to be served by the Issuer under the authority of and in
full compliance with the Constitution and statutes of the State of West
Virginia, including particularly Article 13 of Chapter 16 of the West
Virginia Code of 1931, as amended (the Act). The Bond Legislation provides
for the issuance of additional bonds under Certain conditions, and such bonds
would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the series 1982 Bonds,
and prior to this Bond, under the Bond resolution.

This Bond is payable only from and secured by a pledge of the
net revenues to be derived from the operation of the System, which net
revenues shall be sufficient to pay the principal of and interest on all
Bonds which may be issued pursuant to the Act and which 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 ~eaning of any
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constitutional or statutory provisions or limitations, nor shall the
Issuer be obligated to pay the same or the interest thereon except from
said special fund provided, and the Issuer has convenanted and agreed to
establish and maintain Just and equitable rates and charges for the useof-
theSystem and the services rendered thereby, which shall be sufficient
to provide for the reasonable expenses of operation, repair and malntenance
of the System, and to leave a balance each year equal to at least 130%
of the amount required to pay the maximum amount due in any ensuing year
of principal of and interest on all obligations payable from such revenues.
The Issuerhas entered into certain luther convenants with the holders of
this Bond for the terms of futher convenants with the holders of £h~s Bond
for the terms of which reference is made. to the Bond Resolution. Remedies
provided the holders of this Bond are exclusively as provided @n the Bond
Resolution, to which reference is here made for a detailed descrlpt@on
thereof.

This Bond is transferable, as provided in the Bdnd Resolution, only
upon the books of the Issuer kept-for that. purpose at the office of the
Treasurer of the State of West Virginia, by the Payee, or by its attorney
duly authorized in wrltlng, upon the surrender of this Bond together with
a written instrument of transfer satisfactory to the Treasurer of the State
of West Virginia, duly excuted by the Payee or its attorney duly authorized
in writing.

This Bond shall be exempt from all taxation by the State of West
Virginia or any county, municipality, political subdivision or agency
thereof.

All money received from the sale of this Bond, after reimbursement

and repayment of all amounts adcanced for preliminary expenses as provided
by law, shall be applied solely to the payment and any other indebtedness
incurred by the Issuer for such purposes which is required to be paid
from the moneys received from the sale of this Bond, or to the appurtenant
sinking fund, and there shall be and hereby is created and granted a lien
upon such moneys, until so applied, in favor of the holder of this Bond.

THIS BOND IS JUNIOR AND SUBORDINATE WITH RESPECT TO SOURCES
OF AND SECURITY FOR PAYMENT TO THE OUTSTANDING SEWER REVENUE BOND, SERIES
1982 A, OF THE ISSUER, ISSUED CONCURRENTLY HEREWITH DESCRIBED IN THE BOND
LEGISLATION.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed prece-
dent to and in the issuance of this Bond have existed, have happened, and
have been performed in due time, form and mmnner as required by law, and
that the amount of this Bond, together with all other obligations of the
Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the revenues
of the System has been pledged to and will be setaside into said special
fund.by the Issuer for the prompt payment of the principal of the Bond.
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All provlsion~..of the Bond Resolution, resolution 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.

IN WITNESS WHEREOF, Shady Spring 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 Recorder, all as of the day
of "                 , 1982.

c~’man ’ ~ ’

(SEAL)

ATTEST:

Secretary, Public Service District
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(Form of Payment Record)

PAYMENT RECORD

Due Date
-Principal

Payment

Principal
Balance

Due After
Payment

$

N~ne of
Paying Agent

Authorized Officer
And,Tit~e .
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(Form of Assigmnent)

FOR VALUE RECEIVED the undersigned sells, asslgns, and
transfers unto

the within Bond of Shady Spring Public Servie District, and does hereby
irrevocably constitute and appoint                             ,
Attorney to transfer the said Bond on the books ofthe said Distrlct
with full power of substitution in the prenn[ses.

Dated:

In the presence of:



(F01~IOF ADVANCEK~T RECORD)

Record of Advances

Date Advanced Balance Due After Advance

Name of Agent
or

Authorizing Agent
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Section 2.04. Amendments to Article V of:the ori~ional
Resolution. Article V of the Original Resolution shall be amended
as follows:

A, iThetltle of Article V is hereby¯ amended andreenacted to
read as follows:    "Application of WDA BOND PRECEEDS."

¯           B. Article V of the Original Resolution hereby is amended
.by,adding thereto the following new Section 5.02 and is reenacted as
so amended:. .

¯ Section ¯5.02. Application of Subordinate Bond Proceeds. From
the moneys received from the sale of any or all of the Subordinate
Bonds, the following amounts shall be first deducted and deposited~

A. Any accrued interest received from the original purchsers of
the Subordinate Bonds¯shall be deposited in the Subordinate Bond Debt
Service Account and aplled to the first interest payment due on the
Subordinate Bonds.

B. The moneys derived from the sale of the Subordinate Bonds
shall be deposited by the District in a separte account to be designated
the "Subordinate Bond Proceeds Account," hereby established in the
Construction Trust Fund created herein. After paying the costs of
issuance of the Subordinate Bonds and related costs approved by the Board
and allowable under the Act, any moneys remaining inth~ Subordinate Bond
Proceeds Account may be drawn out, used andSapplied by the District for
the payment of any additional costs of construciton and acquisition of
the Project, and purposes incidental thereto. If for any reason such
proceeds, or any part thereof, are not necessary for, or are not applied
to, such purposes, then such unapplled proceeds shall be deposited by
the District in the Subordinate Bond Debt Service Account and shall be
used only as provided therefor.

All proceeds of the Subordinate Bonds shall be and constiute a
trust fund for the purposes above, and there is hereby created a
lien upon such moneys, until so applied, in favor of the Holders of the
Subordinate Bonds.

C.    Subordinate Bonds need not be paid to the District upon
delivery to the Authority of the Bond, but may be advanced to the
District and approved by the Authority; provided however that the
Bond shall evidence only the indebtness recordedon the Record of
Advances incorporated in the Bond.

Section 2.05. Admendments to Article Vl of the Original
Resolution. Article VI of the Original Resolution shall be amended
as follows:

A.    Section 6.01 of the Original Resolution is hereby amended
and reenacted to read as follows:

Sectioni6.01.    General Convenants of the District. All the
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convenants, agreements and provisions of this Resolution shall be and
constitute valid and legally binding covenants of the District and shall
be enforceable In any court of c~mpetent Jurisdiction by any Holder or
or Holders of the Bon~s or the Subordinate Bonds as applicable. In
addition to the other: eovenants~ agreements and provisions of .this Resolution,
the District hereby, covenants and agrees ~rlth the Holders of the Bonds and
the Subordinate Bonds, as the case may he~ as hereinafter provided In
this Article ~I. All such covenants, agreements and provisions shall-
be Irrevocable, except as provided herein, as long as any of said Bonds
or Subordinate .Bo~s, as the case may be, or the interest, if any, thereon
is outstanding and unpaid.

B. Section 6.02 of the Original Resolutlon is hereby amended
and reenacted to read as follows:

Section 6.02.    Bonds and Subordinate Bonds Not To BeIndebtedness
of theDistrlct. The Bonds, or the Subordinate Bonds or any coupons
appertaining thereto sha-ll be or constitute an indebtedness of the
Distrlct~Ithin the meaning of any constltutlonal, statutory or charter
limitation of indevtedness, but shall be payable solely from the revenues
of the System. No Holder or Holders of any Bonds or Subordinate Bonds
issued hereunder, or of any coupon appertaining thereto, shall ever
have the right to compel the exercise of the taxing power, if any, of the
District to pay said Bonds or Subordinate Bonds or any interest thereon.

C. Section 6.02 of the Original Resolution is hereby amended
and reenacted to read as follows:

Sction 6.03.    Bonds and Subordinate Bonds Secured by P~edge of Net
Revenues. The payment of the debt service of the Bonds issued hereunder
shall be secured forthw/th equally and ratably by a lien on the Net Revenues
derived from the operation of the System, to the extent necessary, with
respect to the Bonds, to make the payments required under Section 4.01
of this Resolution. The payment of the debt service of the Subordinate
Bonds shall also be secured by a lien on the Net Revenues derived from the
operation of the System, to the extent necessary to make the payments
required under Section 4.01 ofthis Resolution; provied, that said lien
on theNet Revenues shall be Junior and subordinate to the lien on the
Net Revenues created on behalf of the Bonds. The revenues derived from the
System, in an amount sufficient to pay the principal of and interest, if any,
on the Bonds and the Subordinate Bonds herein authorized and to make the
the payments into the Sinking Fund, including the Reserve Account therein,
and all other payments provided for in this Resolution are hereby
irrevocably pledged, in the manner provided in this Resolution, to the

¯ payment of the principal of and interest, if any, on the Bonds and the
Subordinate Bonds herein authorized as the same become due, and for the
other purposes provided in this Resolution; provided, that said pledge
for payment of the principal of and interest, if any, on the Subordinate
Bonds shal~ be junior and subordinate to said pledge for payment of
the principal of and interest on the Bonds. Payment of the debt service
of the Bonds and, on a subordinate basis, the Subordinate Bonds is also
secured by a statutory mortgate l~en under the Act.
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D.    Section 6.04 of the Original Resolution is herebyamended

and reenacted to read as follows:

Section 6.04. Rates. Prior to the issuance of the WDA Bonds,
equ/table rates or charges for the use of and services rendered by the
System will be established all in the~nannerand form requiTed by law,
and a copy of such rates and charges so established ~rlll be contlnuously
on file In,the office of the Board, which copy~rlll be open to inspection
by all interested parties. The schedule of rates and charges shall at
all times 5e adequate.to product Gross Revnues from said System sufficient
to pay Operating Expenses and to make the prescribed payments into the
funds created hereunder. Such schedule of rates and charges shall be
changed and readjusted whenever necessary so that the aggregate of
therates and charges will be sufficient for such purposes. In order
to assure frill and continous performance of this covenant, with a margin
for contingecies and temporary unanticipated reduction In income and
revenues~ the District hereby covenants and agrees that the schedule
of rates or charges from tlme to time in effect shall he sufficient to
provide for all reasonable expenses of operation~ repair and malntenance
of the Sustem and to leave a balance each year equal to at least 130%
of the maximum amount required In any ensuing year to pay the interest
and principal as the same become due andaccompllsh retirement of which
such revenues have or shall have been pledged, charged or otherwise
encumbered.

In addition to the foregoing, and in anticipation of the sale of the
WDA Bonds to the Authority, the District covenants to obtain the requisite
rate approval at such time and with such provisions with respect to
interest rate on and maturity of the WDA Bonds as the Authority shall
require.

E.    Section 6.06 of the Original Resolution is hereby amended
and reenacted to read as follows:

Section 6.06.    Sale of the System. The System may not be sold,
mortgaged, leased or otherwise disposed of except as a whole, or sub-
stantially as a whole, and oly if the net proceeds to be realized shall
be sufficient to pay fully, as provided by Section 9.05 hereof, all
the Bonds and Subordinate Bonds, as the case may be, outstanding.
The proceeds from such sale, mortgage, lease or other disposition of the
System shall, with respect to the Bonds and Subordinate Bonds, immediately
be remitted to.the Comission for deposit in the Sinking Fund and the
Subordinate Bond Debt Service Account in amounts respectively sufficient
to effect such defeasance pursuant to Section 9.05. In event the Authority
is no longer a Bondholder,.such proceeds must be deposited in amounts
respectively sufficient to redeem all the Bonds and Subordinate Bonds then
outstanding, at the earliest possible redemption date, and the District
shall direct the Commission to apply such proceeds to effect such redemp-
tion at.the earliest possible redemption date. Any balance remaining
after the payment of all the Bonds and Subordinate Bonds and any interst
thereon shall be remitted to the District payable out of the revenues of
the System to lien on and source of and security for payment from such
revenues and in all other respects, to the Bonds; provided, however, that
no such subordinate obligations shall be issued unless the Reserve Account
in the Sinking Fund is funded to the extent that no luther payments are
required thereto as provided in Section 4.01 (C) (2); and provided, f~ther,
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that no such subordinate obligations shall be issued as long as any of the
Subordinate Bonds is outstanding ~thout the prior written consent of the
Authority.

.Except as provided above, the District shall not create, or cause
or permlt to be created, any debt~ llen, pledge, assignment, encumbrance
or any other charge having priority over or being on a parity w~th the
llen of the ,Bonds, and the interest thereon, upon any of the income and
revenues of the System pledged for payment of the Bonds and:the interest
thereon in this Resolution, or upon the System or any part thereof. The
District shall not create~ or cause or permit to be created, any debt, .
llen, pledge, assignment, encumbrance or any other charge having priority
over or being on a parity with the llen.upon the proceeds of the WDA
Bonds, or upon the System or any part thereof.

. F.~ Section 6.07. Issuance ofOther-~Obli~atiOnsPayable
out Of Revenues and General CovenantAEainSt"EncumbranCes, The -
District shall-not issue any other obligations whatsoever payable from the
Bonds of the revenues of the System whlch rank prior to, or equally,
as to lien On and source of and security for payment from such proceeds
or revenues with. the Bonds; provldedfor~in Section 6.08 hereof, All
obligations hereafter issued by the District payable from the revenues
of the System, except such additional parity Bonds, shall contain an
express statement that such obligations are junior and subordinate.

G.    Section 6.11 of the Original Resolution is hereby amended
and reenacted to read as follows:

Section 6.11. Remedies and Appointment ofReCeiver, Any Bondholder
may, by proper legal action, compel the performance of teh duties of the
District under this Resolution and the Act, including the making and
collection of sufficient rates and charges for servicesTendered by
the System and segregation of the revenues therefrom and the aplication
thereof. If there by any default in the payment of the principal of
or interest, if any, on any Bond or Bonds or any Subordinate Bond or
Subordinate Bonds, as the case may be, as the same shall become due or
mature, or otherwise in the performance of any covenant contained in this
esolution other than as to such payment and such default shall continue
for a period of thirty (30) days after written notice to the District
of such default, any Noteholdemor Bondholder shall, in addition to all
other remedies or rights, have the right by appropriate legal proceedings
to obtain the appointment of a receiver to administer the System on behalf
of the District with the power to charge reates, rentals, fees and other
charges sufficient to provide for the payment of the Bonds and the Subordinate
Bonds thereto, the deposits into the funds and accounts hereby established
as herein provided and the payment of Operating Expenses of the System,
and to apply such rates, rentals, fees, charges or other revenues in
conformity with the provisions of this Resolution and the Act.

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

Whenever all that is due upon the Bonds or the Subordinate Bonds,
as the casemay be, issued pursuant to this Resblution and interest,
if any, thereon and under any covenants of this Resolution for Reserve,
SinklnE or other funds and upon any other obligations and interest there-
on having a charge, llen or ehcumbrahce 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 District upon the entry of an order of
the court to that effect. Upon any subsequent default, any Holder-of the
Bonds or Subordinate Bonds issued pursuant to this Resolution shall have
the same right to secure the futher appointment of a receiver upon any
such subsequent default.

Such receiver, in the performance of the powers hereinab~ve conferred
upon himor her or it, shall he underthe 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 in the discretion of such court. Nothing herein
contained shall limit or restrict the jurisdiction of such court to
enter such other and luther o~ders and decrees as ~uch court may deem
necessary or appropriate for the exercies 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 District and for the joint protection and benefit
of the District and the Holders of Bonds and Subordinate Bonds issued pur-
suant to this Resolution. Such receiver shall have no power to sell,
assign, mortgage or otherwise dispose of any assits of any kind or character
belonging or pertaining to the System, but the authority of such receiver
shall b~ limited to the possession, operation and maintenance of the System
for the sole purpose of the protection of both the District and Bondholders,
and the curing and making good of any default under the provisions of this
Resolution, and the title to and ownership of said System shall remain in
the District, enter any order or decree permitting or requiring such
receiver to sell, mortgage or otherwise dispose of any assets of the System.

H.    Section 6.16 of the Origiial Resolution is hereby amended
and reenacted to read as follows:

Section 6.14. Books and Records. The District will keep books and
records of the System, which shall be separate and apart from all other
books, records and account9 of the District, in which complete and correct
entries shall be made of all transactions relating to the System, and any
Holder of a Bond or Bonds or a Subordinate Bond or Subordinate Bonds issued
pursuant to this Resolution shall have the right at all reasonable times
to inspect the System and all parts thereof and all records, accounts and
data of the District relating thereto.
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The accounting system for the System shall follow currently accepted
accounting practices and safeguards. Separate contral accounting record£
shall be maintained by the District. Subsidiary records as may be
requiredshall be kept in the manner and on the forms, books and other
bookeeping records as prescribed by the Board. The Board shall prescribe
and institute the manner by which subsidiary records of the accounting system
which may be installed remote from the direct supervision of the Board
shall~_be reported to such agent of the Board as the Board shall direct.

The District shall file with the Consulting Engineers and the Authority
or any other original purchaser Of the Bonds, and shall mail in each year
to any Holder or Holders of Bonds or Subordinate Bonds requesting the same,
an annual report containlng.~£he following:

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

B. A balance sheet statement showing all deposits in all the funds
.provided for in this Resolution and the status of all said funds.

The District shall also, at least once a year, cause the books, records
and accounts of the System to be audited by an Independent Certified Public
Accountant and shall mail upon request, and make available generally, the
report of said Independent Certified Public Accountant, or a summary thereof,
to any Holder or Holders of Bonds or Subordinate Bonds issued pursuant
to this Resolution and shall file said report with the Authority, or any
other original purchaser of the Bonds.

I.    Section 6.17 of the Original Resolution is hereby amended
and reenacted to read as follows:

Section 6.17. 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 District and in order to assure
the rendering harmless of sewage and water-borne waste matter produced or
arising~ithin the territory served by the System. Accordingly, every
owner, tenant or ecupant of any house, dwelling or building located near
the System, 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 receipt of a thirty (30)-day notice of the availability of the
facilities of the System, pay the rates and charges established therefor.
For purposes of this paragraph, a house, dwelling, or building shall not
be deemed to be located "near" the System if it is futher than 300 feet from
the System.

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

I.    Section 3.08, formerly Section 3.06, of the Original
Resolution is hereby ~mended and reenacted to read as follows:

Section 3.08.    Sale of WDA Bonds. The WDA Bonds shall be sold to
the Authority pursuant to the terms and conditions of the Loan Agreement
as a part of the AuthorltyVs Program; provided, however, that the District
shall satisfy certain engineering, legal and other requirements of the
Authority~s Program; and provided’ luther, that the form and execution of
the Loan Agreement shall be approved by the Supplemental Resolution of
the Board.

Section 2.03. Amendments to Artlcle IV Of the Original
Resolution.. Artlcle IV of the Original Resolution shall he amended
as follows:

A.    Subsection 4.01 of the Original Resolution is hereby
amended and reenacted to read as follows:

9. Whenever all of the required and provided transfers and payments
from said Revenue Fund into the several special funds, as hereinbefore pro-
vided, are current and thereremains in said Revenue Fund a balance
in excess of the estimated amounts required to be so transferred and paid
for Operating Expenses and into the Sinking Fund, including the Reserve
Account therein, and the Renewal succeeding three (3) months, such excess
shall be considered as surplus revenues. Said surplus revenues shall be
used for the purposes and in the order and priority as follows:

(I)    To remit to the Commission for deposit into the Shady Spring
Public Service District Subordinate Sewer Revenue Bond Debe Service Account
( the "Subordinate Bond Debt Service Account"), which is hereby created
and established with the Commission, on the first (ist) day of each month,
beginning with the first month in which said surplus revenues are available,
a sum equal to one-twelth (1/12) of the amount of principal which will mature
and become due on the Subordinate Bonds on the next ensuing principal
payment date thereof and one-sixth (1/6) of the amount of interest, if any,
which will become due on the Subordinate Bonds on the next ensuing interest
payment date thereof; provided, however, that in the event that the period
ot elapse between said initial deposit date and the next principal payment
date or interest payment date, as the case may be, is less that thirteen
(13) or seven (7) month, respectively, then such monthly deposits shall
be increased proportionately to provide, one month prior to the next such
payment date, the amount of principal of the Subordinate Bonds maturing on
said date or the amount of interest, if any.

The foregoing provision notwithstanding, the District shall have
and hereby reserves the right to sell, lease or otherwise dispose of any
of the prdperty comprising a part of the System hereinafter determined in
the manner provided herein to be no longer necessary, useful or profitable
in the operation ~hereof. Prior to any such sale, lease or other disposition
of such property, if the amount to be received therefor is not in excess of
Ten Thousand Dollars ($I0,000), the Board shall, in writing, 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 he deposited
in the Renewal and Replacement Fund. If the amount to be received fromsuch

sale, lease or other disposition of said p~operty shall be in excess of
Ten Thousand Dollars ($i0,000)~but not in excess of Fifty Thousand Dollars

~$50,000), the Board shall first, in writing, determine wlth the written

approval of the Consulting Engineers that such property comprising a part

of the System is no longer necessary, useful or profitable in the operation
thereof and~nay 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 property upon bublic bidding. The proceeds
derived from any such sale, lease other disposition of such property, in

~xcess of $i0,000 and not in excess of $50,000, shall be remitted by the

District to the Commission for deposit in the Sinking Fund and shall be

applied only to the purchase of Bonds of the last maturities then outstanding

at prices not greater than the par value thereof plus three percent (3%)

of such par~al~e. Such payments of such proceeds into the Sinking Fund

or the Renewal and Replacement Fund shall not reduce the amounts required

to be paid into said funds by other provisions of this Resolution.

No sale, lease or other disposition of the properties of the System

shall be made by the District if the proceeds to be derived therefrom sahll

be in excess of $50,000 and insufficient to pay all the Bonds and Subordinate

Bonds then outstanding without the prior approval and consent in writing

of .the Holders, or their duly authorized representatives, of sixty-six

and two-thirds percent (66-2/3%) in amount of the Bonds a sixty-six and

two-thirds percent (66-2/3%) in amount of the Subordinate Bonds, as the

case may be, then outstanding. The Board shall prepare the form of such
approval and consent for execution by the then Holders of the Bonds and

the Subordinate Bonds, as the case may be, for the disposition of the proceeds

of the sale, lease or other disposition of such properties of the System.

Section 2.06 Amendments to Article XII of theOriginal Resolution.

Article XII of the Original Resolution shall be amended as follows:’

A.    Section 7.01 of the Original Resolution is hereby amended

and reenacted to read as follows:

Section 7.01 Modification ofAme~dm~nt. No .ma~r~ml ~odifi6ation or
amendment of this Resoluhion or of any resolution amendatory hereof or

supplemental hereto that would materially and adversely affect the rights
of the Holders :of any Bonds or Subordinate Bonds, as the case may be, shall

be made without the consent in writing of the respective Holders of two-

thirds (2/3) or more in principal amount of such Bonds or Subordinate Bonds,

as the case may be, then outstanding; provided, however, that no change
shall be made in the maturity of any Bond or Bonds or any Subordinate Bond

or Subordinate Bonds, as the case may be, or in the principal amount there-

of or the rate of interest thereon or affecting the unconditional promise

of the District to pay such principal and interest out of the funds herein

pledged therefor without the consent.of the respective Holder thereof.

No amendment or modificationshall be made that would reduce the percentage

of the principal amount Bonds or Subordinate Bonds, as the case may be,

required for consent to the above-permitted amendments or modifications.
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B.    Section 7.05 of the Original Resolution is hereby amended

and reenacted to read as follows:

Section 7.05. Defeasance. If the District shall pay or cause to be
paid, or there shall other~rlse be paid, to the Holders of all Bonds or
Subordinate Bon~s, as the case may be, and any coupons appertaining thereto
the principal thereof and interest due or to become due thereon, at the
times and ~n the manner stipulated therein and in this Resolution, then
the pledge of any revenues and other moneys and securities pledged under
the Resolution and all covenants, agreementsand other obligations of the
District to the Bondholders, shall thereupon cease, terminate and become
void and be discharged and satisfied.

Bonds or Subordinate Bonds, and any coupons or interest installments
thereon, for the payment of which either moneys in an amount which shall
be sufficient, or securities the principal of and the interest on which ,
when due, will provide moneys which,~together with the moneys, if any,
deposited with the paying agent at the same or earlier time, shall be
sufficient, to pay as and when due the principal of and interest, if any,
on such, Bonds or Subordinate Bonds, as the case may be, shall be deemed
to have been paid within the meaning and with the effect expressed in
the first paragraph of this section. All Bonds or Subordinate Bonds and
any coupons appertaining thereto, shall prior to the maturity thereof be
deemed to have been paid within the meaning and with the effect expressed
in the first paragraph of this section if there shall have been deposited
with the Commission either moneys in an amount which shall be sufficient,
or securities the principal of and the interest on which, when due, will
provide moneys deposited with the Commission at the same time, shall be
sufficient, to pay when due the principal of and interest due and to
become due, on and prior to the maturity dates thereof, on said Bonds,
Subordinate Bonds, as the case may be. Neither securities nor moneys
deposited with the Commission pursuant to this section nor principal or
interest withdrawn or used for any purpose other than, and shall be
held in trust for, the payment of the principal of and interest, if
any, on said Bonds or said Subordinate Bonds, as the case may be; provided,
that any cash received from such principal or interest payments on such
securities deposited with the C~mmission, if not then needed fro such
purpose, shall, to the extent practicable, be reinvested in securities
maturing at times in amounts sufficient to pay when due the principal of and
the interst due and to become due~ on and prior to such maturity dates there-
of, on said Bonds or said Subordinate Bonds~ as the case may be~ and interest
earned from such reinvestments shall be paid over to the District as
received by the Commission, free and clear of any trust, lien or pledge.
For the purpose of this section, secruities shall mean and include only
Government Obligations.

C.    Section 7.06 of the Original Resolution is hereby amended and
reenacted to read as follows:

Section 7.06.    Restrictions as to Arbitrage Bonds. The District
shall not permit at any time or times any of the proceeds of the Bonds
or Subordinate Bonds or any other funds of the District to be used
directly or indirectly to acquire any securities or obligations the

-29-



acquisition of which would cause any, Bond or Subordinate Bond to be
an "arbitrage bond" as defined in Section 103 (c) (2) of the Internal
Revnue Code, and the Chairman shall deliver his or her certificate,
based upon this covenant, with regard thereto to the original purchasers
of the Bonds or Subordinate Bonds, as the case may be.

ARTICLE III

TERMS AND PROVISIONS OF WDA BONDS

Section 3.01J Bonds O~iginally Authorized by .theResolution.
To pay additional costs of construction and acquisition of the Project,
and to pay costs of issuance and related costs, the issuance and sale to the
Authority of $2,680,000 in aggregate principal amount of Bonds is hereby
authorized, subject to the provisions of the Resolution. Said Bonds shall
he designated "Sewer Revenue Bonds, Series 1982," and shall constitute
the "Local Bonds" under the Loan Agreement. Said Bonds shall be dated
as of the date of Agreement. Said Bonds shall be dated as of the date of
delivery to the Authority, shall be issued as a single bond, fully
registered to the Authority, exchangeable for coupon Bonds and otherwise
as provided by the Resolution, and shall be payable in principal install-
ments in such amounts and on such dates and bear interest on such principal
~nstallments at such rates and payable on such dates as are prescribed by
the Loan Agreement. Said Bonds shall be redeemable only as privided by
Section 4.7 of the Loan Agreement. Said Bonds shall have such other
terms and be subject to such other conditions and shall be sold to the
Suthority for such price and otherwise as prescribed by the Loan Agreement.

Section 3.02. Subordinate Bonds. To pay additional costs of
construction and acquisition of the Project., and which additional costs
have been approved by the Authority, and to pay costs of issuance and related
costs, the issuance and sale to the Authority of ~95,515 in aggregate
principal amount of Subordinate Bonds is hereby authorized, subject to the
provisions of the Resolution. The Subordinate Bonds shall be designated
"Subordinate Sewer Revenue Bonds, Seriew 1982," and shall constitute
the "Supplemental Bonds" under the Loan Agreement. The Subordinate Bonds
shall be dated as of the date of delivery to the Authority, shall be
issued as a single bond, fully registered to the Authority, and shall be
payable in principal installments in such amounts and on such dates as are
prescribed by the Loan Agreement. The Subordinate Bonds shall have such
other terms and be subject to such other conditions and shall be sold to
the Authority for such price and otherwise as prescribed by the Loan
Agreement.

Section 3.03. Paying Agent. The Charleston National Bank,
Charleston, West Virginia, has been selected as paying agent for the
Authority and is hereby designated as the paying agent for the WDA Bonds.
Accordingly, both the Bonds originally authorized by the Resolution and
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the Subordinate¯ Bondsare payable as to principal, and the Bonds originally
authorized by the Resolution are payable as to interest, at the office of
the West Virginia, through The Charleston~ational Bank, Charleston,
West Virginia. There shall be no alternate paying agent for the WDA Bonds.

ARTICI~ IV

MISCELLANEOUS

Section 4.01. Sinking Fund. In accordance with the Subection
4.01 (C) (i) of the Resolution, the District shall commence making
deposits on Account of interest into the Sinking Fund on September i,
1982.

Section 4.02. FutherActlons. The Chairman and Secretary of
the Board and all other members of teh Boards and employees of the
District are hereby authorlzedand directed to take all actions necessary
to cause the W-DA Bonds to be properly executed and delivered to the.
Authority and to execute and deliver any other documents required in
connection therewith.

Section 4.03. Severabilit7 of Invalid Provisions. If any section,
paragraph, clause or provision of this Amendatory Resolution shall be held
invalid, such invalidity shall not affect any of the remaing provisions
of this Amendatory Resolution or of the Resolution.

Section 4.04. Repeal of Conflicting Resolutions. All resolutions
and orders, or parts thereof, in conflict with this Amendatory Resolution
are to the extent of such conflict repealed.

Section 4.05. Covenant of Due Procedure. The District 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 final
adoption of this Amendatory 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 the Chairman, Secretary and members of the
Board were at all times when any actions in connection with this Amendatory
Resolution occured, and are, duly in office and duly qualified for such
offices.

Section 4.06. Ratification and Conformation. The District
does hereby ratify and confirm its action by which it adopted the
original Resolution dated on June 3, 1982, and does futher ratify and
confirm its action by which it entered into and authorized The Loan
Agreement dated June 3, 1982.

Section 4.07. Effective Date.
take effect immediately uponadoption.

This Amendatory Resolution shall

-31-



Adopted this 9th day of August, 1982.

N.ZI~ER
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SHADY SPRING PUBLIC SERVICE DISTRICT

BOND RESOLUTION

RESOLUTION     AUTHORIZING     THE     ACQUISITION     AND
CONSTRUCTION       OF       CERTAIN       IMPROVEMENTS       AND
EXTENSIONS TO THE EXISTING PUBLIC SEWERAGE
FACILITIES OF SHADY SPRING PUBLIC SERVICE
DISTRICT AND    THE    FINANCING    OF    THE    COST
THEREOF, NOT OTHERWISE PROVIDED, THROUGH THE
ISSUANCE OF NOT. MORE THAN $170,532 IN
AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING
PUBLIC SERVICE DISTRICT SEWER REVENUE BOND,
1994 SERIES A; PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS OF SAID BOND;      RATIFYING A LOAN
AGREEMENT WITH THE WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY AND THE WEST VIRGINIA
DIVISION OF ENVIRONMENTAL PROTECTION RELATING
TO SAID BOND; AUTHORIZING THE SALE AND
PROVIDING FOR THE TERMS AND PROVISIONS OF SAID
BOND; AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

BE    IT RESOLVED BY THE PUBLIC SERVICE DISTRICT    BOARD OF
I!~SHADY SPRING PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01.    Authority for this Resolution.    This

is adopted pursuant to the provisions of the Act and
applicable provisions of law.

Section 1.02. Definitions. The following terms shall
following .meanings herein unless the context expressly
otherwise:

"Act" means Chapter 16, Article 13A of the Code of West
inia of 1931, as amended and in effect on the date of adoption

Resolution.

"Authority" means the West~Virginia Water Development
, which is expected to be the original purchaser of the

or any other agency of the State that succeeds to the
of the Authority.



"Authorized Officer" means the Chairman of the Governing
Body of the Issuer or any other person duly appointed as such by
the Governing Body.

"Bank" means the bank to be set forth in a resolution
supplemental hereto.

"Board" means the public service board of the Issuer and
shall include the membership of the Board as may hereafter be duly
iConstituted as the legal successors to the present membership or

~ny other authority vested with and authorized to exercise the
~rs of the Issuer.

"Bondholders .... Holder of    the    Bonds, .... Holder,"
~Registered Owner, .... Owner" or any similar term, whenever used

~rein with respect to an Outstanding Bond or Bonds, means the
)rson in whose name such Bond is registered.

"Bond Register" means the books of the Issuer as
~reinafter defined, maintained by the Bond Registrar as

[nafter defined for the registration and transfer of the Bond.

"Bond Registrar" or "Registrar" means the bank or other
to be designated as such in the Supplemental Resolution and

successors and assigns.

"Bond" means the Bond originally authorized hereby, and
pari passu additional bonds hereafter issued within the terms,

~strictions and conditions contained in this Resolution.

"Bond Year" means the 12 month period beginning on the
ry of the Closing Date in each year and ending on the day

.or to the anniversary date of the Closing Date in the following
except that the first Bond Year shall begin on the Closing

"Certificate of Authentication and Registration" means
certificate of authentication and registration on the Bonds in

ally the form set forth in the Bond Forms contained

"Chairman" means the Chairman of the Governing Body of
Issuer.

"Closing Date" means the date upon which there is an
e of the Bond for the proceeds representing the purchase of

by the Authority.

"Code" means the Internal Revenue Code of 1986, as
, including the rules and regulations promulgated pursuant
or any predecessors or successors thereto.
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"Commission" means the West Virginia Municipal Bond
Commission or any other agency of the State that succeeds to the
functions of the Commission.

"Construction Trust Fund" means the Construction Trust
~Fund established by Section 5.02.

"Consuiting Engineers" means G. A. Tice, Incorporated,
y, West Virginia, or any engineer or firm of engineers of

,utation for skilland experience with respect-to the design and
struction of sewerage systems or facilities that shall at any

hereafter be retained by the Issuer as Consulting Engineers
the System.

"Costs" or "Costs of the Project" or any similar phrase
~ans those costs described in Section 1.04I hereof to be a part

the cost of construction and acquisition of the Project.

"Debt Service" means the scheduled amount of interest and
Irtization of principal payable on the 1994 Series A Bond, as

~fter defined, during the period of computation, excluding
scheduled during such period which relate to principal

.ch has been retired before the beginning of such period.

"DEP" means the West Virginia Division of Environmental

"Depository Bank" means a bank eligible under the laws of
of West Virginia to receive deposfts of state and

)al funds and insured by the FDIC, as hereinafter defined,
Bank shall be named in the Supplemental

, and any successor thereto.

"Excess Investment Earnings" means an amount equal to the

(A) The excess of

(i) The aggregate amount earned from the
Closing Date on all Nonpurpose Investments in
which Gross Proceeds of the Bonds are invested
[other than amounts attributable to an excess
described in this clause (A) of this
definition of Excess Investment Earnings],
over

(ii) The amount that would have been
earned if the Yield on much Nonpurpose
Investments [other than amounts attributable
to an excess described in this clause (A) of
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this definition of Excess Investment Earnings]
had been equal to the Yield on the Bonds, plus

(B) Any income attributable to the excess described
in clause (A) of this definition of Excess Investment
Earnings.

"FDIC’° means the Federal Deposit Insurance Corporation
any successor to the functions thereof.

"Fiscal Year" means each 12-month period beginning on
1 and ending on the succeeding June 30.

"Governing Body" or "Board" means the public service
rd of the Issuer, as it is now or may hereafter be constituted.

"Government Obligations" means direct obligations of, or
~.ions the timely payment of the principal of and interest on

ch is guaranteed by, the United States of America, including
such obligations which have been stripped from their unmatured
Jrest coupons, interest coupons stripped from such obligations
.. receipts or certificates evidencing payments from such

~ions or interest coupons stripped from such obligations,
evidences of ownership of a proportionate interest in

direct obligations of, or specified obligations which
~onally and fully guaranteed by, the United States of

which obligations are held by a bank or trust company
.zed and existing under the laws of the United States of

or any state thereof in the capacity of custodian and
’ations, the sole source of the payment of the principal

interest on which are obligations of the nature of those
in clause (i), which are irrevocably pledged for such

"Gross Proceeds" means the sum of the following amounts:

(i) Original    proceeds,    namely,    net
amounts received by or for the Issuer as a
result of the sale of the Bonds, excluding
original proceeds which become transferred
proceeds    (determined in accordance with
applicable. Regulations) of obligations issued
.to refund in whole or in part the Bonds;

(ii) Investment proceeds, namely, amounts
~d at any time by or for the Issuer, such

interest and dividends, resulting from the
nt of any origina~ proceeds (.as

zed in clause (i) above) or investment
Is (as referenced in this clause (ii)) in

Investments, increased by any
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profits and decreased (if necessary, below
zero) by any losses on such investments,
excluding investment proceeds which become
transferred proceeds (determined in accordance
with applicable Regulations) of obligations
issued to refund in whole or in part the Bonds;

(iii)    Transferred    proceeds,    namely,
original proceeds of any prior obligations, and
interest earnings and profits less losses
resulting from investment of such original
proceeds in Nonpurpose Investments, which are
used to discharge the outstanding principal of
any prior obligations and which are deemed to
become proceeds .of the Bonds ratably as
original proceeds of the Bonds, and interest
earnings and profits resulting from investment
of such original proceeds in Nonpurpose
Investments, which are used to discharge the
outstanding principal of any such prior
obligations, all on the date of such ratable
discharge;

(iv) Sinking fund proceeds, namely,
amounts,    other    than    original    proceeds,
investment proceeds or transferred proceeds [as
referenced in clauses (i) through (ii±) above]
of the Bonds, which are held in any fund to the
extent that the Issuer reasonably expects to se
such other fund to pay Debt Service;

(v) Amounts in the Reserve Account and in
any other fund established as a reasonably
required reserve or replacement fund;

(vi) Investment    Property pledged    as
security for payment of Debt Service on the
Bonds by the Issuer;

(vii) Amounts, other than as specified in
this definition, used to pay Debt Service on
the Bonds;. and

(viii) Amounts received as a result of
nvesting amounts described in this definition.

"Gross Revenues" means the aggregate gross operating and
ing revenues of the System, ,as hereinafter defined,

in accordance with generally accepted accounting
, after deduction of prompt payment discounts, if any,

provision for uncollectible accounts; provided,
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that "Gross Revenues" does not include any gains from the sale or
other disposition of, or from any increase in the value of,

capital assets (including Qualified Investments, as hereinafter
.defined), or any Tap Fees, as hereinafter defined.

"Independent Certified Public Accountants" means any
ertified public accountant or firm of certified public
ccountants that shall at any time hereafter be retained by.the

Issuer to prepare an independent annual or special audit of the
ccounts of the System or for any other purpose except keeping the
ccounts of the System in the normal operation of its business and

iffairs.

"Investment Property" means any security (as said term is
~fined in Section 165(g)(2)(A) or (B) of the Code), obligation,

y contract or investment-type property, excluding, however,
ations the interest on which is excluded from gross income

~r Section 103 of the Code for federal income tax purposes.

"Issuer" means the Shady Spring Public Service District,
public corporation and political subdivision of the State.

"Loan Agreement" means the Water Pollution Control
g Fund. Loan Agreement dated April 12, 1994, by and among

.y, the DEP and the Issuer providing for the purchase
the Bonds from the Issuer by the Authority and which is

ttached as Exhibit B hereto and incorporated herein by reference.

"Net Proceeds" means the face amount of the Bonds, plus
trued interest and premium, if any, less original issue

, if any, and less proceeds deposited in the respective
|serve Account.    For purposes of the Private Business use

itations set forth herein, the term NetProceeds shall include
amounts resulting from the investment of proceeds of the

without regard to whether or not such investment is made in
)t obligations.

....... ~ "Net Revenues" means the balance of the Gross Revenues
g after deduction of Operating Expenses, as hereinafter

~ined.

"Nonpurpose Investment" means any Investment Property
is acquired with the Gross Proceeds of the Bonds and is not

in order to carry out the governmental purpose of the

"Operating Expenses" means the reasonable, proper and
ry costs of repair, maintenance and operation of the

.em, as hereinafter defined and includes, without limiting the
y of the foregoing, administrative, engineering, legal,

!tlng and insurance expenses, other than those capitalized as
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art of the Costs of Project, fees and expenses of the Authority,
fiscal agents, the Depository Bank, Registrar and Paying Agent,
other than those capitalized as part of the Costs of Project,
payments to pension or retirement funds, taxes and such .other

.asonable operating costs and expenses as" should normally and
ularly 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

tom the sale or other disposition of, or from any decrease in the
lue of, capital assets, amortization of debt discount or such
scellaneous deductions as are applicable to prior accounting

~ods.

"Original Bond" or."Bond originally authorized hereby" or
iimilar phrases shall mean the not more then $170,532 in aggregate

amount of Sewer Revenue Bonds, 1994 Series A issued for
purpose of paying a portion of the Costs of the Project and

!or such other purposes permitted hereby and authorized by a
.lution supplemental hereto.

~ "       "Outstanding," when used with reference to Bonds and as
any particular date, describes all Bonds theretofore and

being authenticated and delivered except (i) any Bond
elled by the Bond Registrar at or prior to said date; (ii) any

for the payment of which moneys, equal to its principal
and redemption premium, if applicable, with interest to the

of maturity or redemption shall be in trust hereunder and set
ide for such payment (whether upon or prior to maturity); (iii)

Bond deemed to have been paid as provided in Article X hereof;
(iv) for purposes of consents, .notices or other action by a

percentage of Bondholders, any Bonds registered to the

Parity Bonds" means additional Bonds issued under the
3 and within the limitations prescribed by Section 7.08

"Paying Agent" means the Commission.

’~ ..... Prior Bonds" means the District’s Sewer Revenue Bonds
es 1982 A dated August i, 1982, issued in the original

.,cipal amount of $2,680,000.00 and outstanding in the principal
of $                    as of March i, 1994.

"Prior Resolution" means the resolution passed by the
of the Issuer on August 9, 1982, as thereafter amended or

!emented with respect to the Prior Bonds.

"Private Business Use" means use directly or indirectly
or business carried on by a hatural person, including
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all persons "related" to such person within the meaning of Section
144(a)(3) of the Code, or in any activity carried on by a person
other than a natural person, including all persons "related" to
such person within the meaning of Section 144(a)(3) of the Code,
excluding, however, use by a state or local governmental unit and
use as a member of the general public. All of the foregoing shall
be determined in accordance with the Code, including, without

i’~limitation, giving due regard to "incidental use," if any, of the
proceeds of the issue and/or proceeds used for "qualified

.improvements," if any.

"Program" shall mean the wastewater treatment facility
lisition, construction and improvement program coordinated

the capitalization grants program established under the
llean Water Act and administered by the DEP.

"Project" shall mean the wastewater treatment facility
ect described in Exhibit A attached hereto, constituting

tensions, .additions, betterments and improvements to the
~ sewerage system of the District.

"PSC" means the Public Service Commission of West
inia and any successors to the functions thereof.

"PSC Order" means the recommended decision of the PSC in
No. 93-0553-PSD-CN which was entered by the Administrative

ge on March i, 1994, and which became the final Commission
on March 21, 1994, as such order shall be supplemented or

from time to time.

"Qualified Investments" means and includes any of the

(a) Government Obligations;

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

(c) Any     bond,     debenture,     note,
participation certificate or other similar
obligation issued by the Federal National
Mortgage Association to th~ extent such

~obligation is guaranteed by the Government
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National Mortgage Association or issued by any
other federal agency and backed by the full
faith and credit of the United States of
America;

(d) Time accounts, (including accounts
evidenced by time certificates of deposit,
time deposits or other similar banking
arrangements) which, to the extent not insured
by the FDIC, shall be secured by a pledge of
Government Obligations, provided, that such
Government Obligations pledged either mst
mature as nearly as practicable coincident
with the maturity of said time account or mst
be replaced or increased so that the market
value thereof is always at least equal to the
principal amount of said time account;

(e) Money market funds or similar funds,
the only assets of which are investments of
the type described in paragraphs (a) through
(d) above;

(f) Repurchase agreements, fully secured
by investments of the types described in
paragraphs (a) through (d) above, with banks
or national banking associations which are
members of FDIC or with government bond

~dealers recognized as primary dealers by the
Reserve Bank of New York, provided,

i~that said investments securing said repurchase
reements either mst mature as nearly as

~able coincident with the maturity of
~aid repurchase agreements or mst be replaced

increased so that the market value thereof
always at least equal to the principal

of paid repurchase agreements, -and
further that the owner of such

agreement shall have a prior
security interest in the collateral

; mst have (or its agent mst have)
of such collateral; and such

~i mst be free of all claims by third

i~(g) The "consolidated fund" (or any
nct portion thereof) managed by the West
nia State Board of Investments pursuant
iicle 6, Chapter 12 of t~e Code of West
~ia, 1931, as amended; and
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(h) Advance-Refunded Municipal Bonds.

"Rebate Fund" means the fund created pursuant to Section
8.02 hereof.

"Renewal and Replacement Fund" means the Renewal and
Replacement Fund established by Section 5.01.

"Reserve Account" means the account in the Sinking Fund,
as hereafter defined, created by Section 5.02(i)(a) hereof.

"Reserve Requirement" means as of any date of calculation
maximum amount of principal and interest with will become due

the Bonds in the then current or any succeeding year.

"Resolution" shall mean the Prior Resolution, as
~lemented by this Resolution and as further amended or

|upplemented. Unless the context clearly requires a different
~, reference to "this Resolution" in the Prior Resolution

ii mean the Prior Resolution.

"Revenue Fund" means the Revenue Fund established by
lection 5.01.

~<~ "SRF Regulations"
tle 47, Series 31 of

means the regulations set forth in
the West Virginia Code of State

"Secretary" means the Secretary of the Governing Body of
Issuer.

"Sinking Fund" means the Sinking Fund established by
Ition 5.02(1) hereof.

"State" means the State of West Virginia.

.......... Subordinate Bonds" means $795,515 Shady Spring Public
rice District Sewer Revenue Bonds 1982 Series B.

"Supplemental Resolution" means any resolution of the
supplementing or amending this Resolution and, when

)ceded by the article "the," refers specifically to the
*lemental resolution or resolutions authorizing the sale of the
~s; provided, that any matter intended by this Resolution to be
.uded in the Supplemental Resolution with respect the Bonds and

so included may be included in another Supplemental

"Surplus Revenues" means the N~t Revenues not required by
Resolution to be set aside and held for the payment of or

:ity for the Bonds or any other obligations of the Issuer,
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ncluding but not limited to the Renewal and Replacement Fund, the
.serve Account and Sinking Fund, the proceeds of which Bonds or

ther obligations are to be used to pay Costs of the Project.

"System" means the public service properties for the
,llection, treatment, purification or disposal of liquid or solid

, sewage or industrial wastes, owned by the Issuer, and any
Irovements or extensions thereof, both within and without said

isuer..

"Tap Fees" means the fees, if any, paid by prospective
~tomers of the System in order to connect thereto.

"Yield" means that yield which, when used in computing
present worth of all payments of principal and interest (or

payments in the case of Nonpurpose Investments which require
ts in a form not characterized as principal and interest) on

onpurpose Investment or on the Bonds, produces an amount equal
Purchase Price of such Nonpurpose Investment or the Bonds,

computed as prescribed in applicable Regulations.

Additional terms and phrases are defined in this
ution as they are used. Accounting terms not specifically

herein shall be given meaning in accordance with generally
accounting principles.

Words importing singular number shall include the plural
in each case and vice versa; words importing persons shall

and corporations; and words importing the masculine,
or neutral gender shall include any other gender.

terms "herein, .... hereunder, .... hereby, " "hereto, "
and any similar terms refer to this Resolution; and the

-~er ’° means after the date of adoption of this
)~.

, sections and subsections mentioned by number
respective articles, sections and subsections of this

so numbered.

.ion 1.03.    Resolution Constitutes Contract.    In
of the acceptance of the Bonds by those who shall be

Owners of the same from time to time, this
shall be deemed to be and shall constitute a contract

Issuer and such Bondholders and the covenants and
~herein set forth to be performed by the Issuer shall be

protection and security of the Registered Owners
such Bonds, all of which shall be of equal rank and

~, priority or distinct&on between any one Bond
Bonds by reason of priority of issuance or

icept as expressly provided therein and herein.
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Section 1.04. Findinus.
and declared as follows:

It is hereby found, determined

A.    The Issuer is a public corporation and political
subdivision of the State in Raleigh County, West Virginia.

~!treatment
The Issuer presently owns and operates a sewage

plant or plants and some or all of collecting,
.ntercepting and outlet sewers, lateral sewers, drains, force

, conduits, pumping stations, ejector stationsand all other
~rtenances, extensions, additions and improvements necessary,

~propriate, useful, convenient or incidental for the collection,
reatment and disposal in a sanitary manner of sewage and
ndustrial wastes (herein referred to as the "System").

C.    The acquisition and construction of the System was
inced in part from proceeds from $3,457,515 in principal amount
the Issuer’s Sewer Revenue Bonds dated August i, 1982,

pursuant to the Prior Resolution.

D.    The Prior Bonds of the Issuer are Outstanding in the
principal amount of $2,580,000.00.

E.    The Issuer derives revenues from the System, and,
for the pledges thereof to secure and pay the Prior Bonds,

revenues are not pledged or encumbered in any manner.

F.    It is deemed necessary and desirable for the health
of the inhabitants of the Issuer that there be

certain improvements and extensions to the existing
of the District, consisting of the Project, at an estimated

~!of $399,954, in accordance with the plans and specifications
by the Consulting Engineers, which plans and

ifications have heretofore been filed with the Issuer, and
!Project is generally described in Exhibit A attached hereto
~ this reference made a part hereof and has an estimated

life in excess of twenty (20) years.          -

G.    The estimated revenues to be derived in each year
of the Project from the operation of the System

sufficient to pay all the costs of the operation and
of the .System, the principal of and interest on the

all sinking fund, reserve account and other payments
for herein, in the Supplemental Resolution and in the PSC

the principal of and interest on and debt service
for the Prior Bonds.

~H.    The estimated maximum cost of the construction and
of the Project and issuanc~ of the Bonds is $399,954,

$170,532 will be permanently obtained from the Bond
zed, $87,000 from a Raleigh County Commission grant,
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$21,078 from a DEP planning advance, $124,750 from the Issuer and
$9,000 from tap fees. The District may obtain such grants and
contributions from other sources as may be necessary to pay Costs.

I.    It is deemed necessary for the Issuer to issue its
sewerage revenue bonds in the total aggregate principal amount of

.~not more than $170,532 to permanently finance a portion of the
lost of acquisition and construction of the Project. Said costs

~shall be deemed to ~include the cost of all property rights,
easements and franchises deemed necessary or convenient therefor;
ii~nterest on the Original Bonds prior to and during construction or

~uisition and for six months after completion of construction of
:he Project; amounts which may be deposited in the Reserve

; engineering, fiscal agents and legal expenses; expenses
or estimates of cost .and revenue; expenses for plans,

~cifications and surveys; other expenses necessary or incident
determining the feasibility or practicability .of the

i~nterprise; administrative expense, any fees or expenses of the
~hority or.DEP and any defaulted interest thereon, commitment

tees, discount, initial fees for the service of registrars, paying
ents, depositories or trustees or other costs in connection with

he sale of the Original Bonds, and such other expenses as may be
or incidental to the financing herein authorized, the

~struction or acquisition of the Project and the placing of the
in operation, and the performance of the things herein

or permitted, in connection with any thereof; provided,
.hat reimbursement to the Issuer for any amounts expended by it

allowable costs prior to the issuance of the Original Bonds or
repayment of the indebtedness incurred by the Issuer for such

shall be deemed part of the Cost of the Project.

J.    The period of usefulness of the System after
)letion of the Project is not less than 20 years.

K.    It is in the best interests of the Issuer that the
be sold to the Authority pursuant to the terms and provisions

the Loan Agreement. The Issuer has received, or will receive
~ior to the Bond closing date, written consent from the owner of

Prior Bond, to issue the Bond on a parity with the lien of the
Bond. The issuer has met the parity test as set forth in

Prior Resolution.

L.      The Original Bond shall be issued with a lien on
Net Revenues on a parity with the lien held by the registered

of the Prior Bond and senior to the Subordinate Bonds.

M.    The Issuer has complied with all requirements of
!st Virginia law and the Loan Agreement relating to authorization

the construction, acquisition and o~eration of the Project and
i. System and the issuance of the Bonds, or will have so complied

to issuance of any Bonds, including, among other things and
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w~thout limitation, the obtaining of the PSC Order, the time for~ rehearing and appeal of which expired.

N. The Issuer will not permit, at any time, any of the

proceeds of the Bonds or any other funds of the Issuer to be used
directly or indirectly in a manner which would result in the

~ exclusion of the Bonds from the treatment afforded by Section
103(a) of the Code.

O.    The Issuer will file all statements, instruments and
-.returns necessary to assure the tax-exempt status of the Bonds.

P.    The Bonds will not be federally guaranteed within
the meaning of the Code.

Q.    It is reasonably anticipated that all proceeds of
Original Bonds will be spent within two years from the date of

ssuance.

ARTICLE II

AUTHORIZATION OF CONSTRUCTION
AND ACQUISITION OF THE PROJECT

Section 2.01.      Authorization o_~_f Construction and
of the Project.    There is hereby authorized the

~acquisition and construction of the Project in accordance with
[ans and specifications therefor prepared by the Consulting

’ineers.

The Issuer has received bids or entered into contracts
the acquisition and construction of the Project, compatible
the financing plan submitted to the Program.

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BOND; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01. Authorization of Bond. For the purposes
paying the costs, not otherwise provided, of the construction
acquisition of the Project, funding a reserve account for the

, and paying certain costs of issuance and related costs, or
of such purposes as shall be specified in the Supplemental

on, there shall be issued negotiable bonds of the Issuer
an aggregate principal amount of not more than $170,532. Said

shall be issued as one bond to be designated "Shady Spring
Service District Sewer Revenue ~ond, 1994 Series A". The

[inal Bond shall be dated as of the date of delivery thereof,
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1 bear such interest, shall mature at such times, not
~ceeding twenty-one (21) years after the date of issuance, and in
ich amount as shall be set out in Schedule X to the Loan
~reement and the Supplemental Resolution. The Original Bond

1 not bear interest during the construction period but
i~nterest shall commence accruing on the completion date as defined

the SRF Regulations, provided that the annual repayment of
and payment of interest shall begin not later than. one

year after the completion date. The repayment of principal
interest on the Original Bond shall be as set forth on

le Y to the Loan Agreement. The Original Bond shall contain
other terms, provisions, conditions and limitations, all as
.ded by this Resolution andthe Loan Agreement and as the

g Board of the Issuer shall prescribe by resolution (or by
[emental or amendatory Resolution of said Governing Board as

ald~Governing Board shall determine) adopted in connection with
e sale of such Original Bond.

The .Bonds shall be payable as to principal at the
office of the Paying Agent in any coin or currency

on the dates of payment of principal is legal tender for
payment of public or private debts under the laws of the

States of America. Interest on the Bond shall be paid by
eck or draft mailed to the registered owner thereof at the

~ess as it appears on the books of the Bond Registrar,
that so long as the Authority is the owner thereof,

~st on the Original Bonds may be paid by wire transfer or
methods satisfactory to the Issuer, the Paying Agent and the

,y ¯

Unless otherwise provided by the Supplemental Resolution,
Original Bond shall be issued in the form of a single bond,

registered to the Authority, with a record of advances and
~nt record attached, representing the aggregate principal

, and shall mature in principal installments, all as
in the Loan Agreement and said Supplemental Resolution.

shall be exchangeable at the option and expense of the
,ndholder for other fully registered Bond in aggregate principal

equal to the amount of said Bond then Outstanding, with
)al installments or maturities, as applicable, corresponding

the dates of payment of principal installments of said Bond;
that the .Authority shall not be obligated to pay any

of such exchange.

Subsequent series of Bond may be issued in fully
istered form, in the denomination of $5,000 or any integral
.tiple thereof, all as determined by a Supplemental Resolution.
.d Bond shall be dated as of the date specified in said

upplemental Resolution and shall bear interest from such date.

Section 3.02. [Reserved]
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Section 3.03. Additional Terms of Bond. In addition to

ilthe terms set forth in Section 3.01 hereof and in anticipation of
the sale of the Bond to the Authority, the District covenants that
:he Bond shall comply in all respects with the provisions of the
Loan Agreement and of any resolution of the Authority and/or DEP.

Section 3.04. Execution of Bond. The Bond shall be
~xecuted in the name of the Issuer by the Chairman, and the seal

the Issuer shall be affixed thereto or imprinted thereon and
~ttested by the Secretary.    In case any one or more of the
,fficers who shall have signed or sealed any of the Bond shall
~ease to be such officer of the Issuer before the Bond so signed

sealed have been actually sold and delivered, such Bond may
’theless be sold and delivered as herein provided and may be

ssued as if the person who signed or sealed such Bonds had not
~ased to hold such office. Any Bond may be signed and sealed on

Llf of the Issuer by such person as at the actual time of the
:ecution of such Bond shall hold the proper office in the Issuer,

’h at the date of such Bond such person may not have held
office or may not have been so authorized.

Section 3.05. Authentication and Registration. No Bond
be valid or obligatory for any purpose or entitled to any

Scurity or benefit under this Resolution unless and until the
.rtificate of Authentication and Registration on such Bond,

~bstantially in the forms set forth in Section 3.10, shall have
manually executed by the Bond Registrar. Any such executed

icate of Authentication and Registration upon any such Bond
[i be conclusive evidence that such Bond has been

Ithenticated, registered and delivered under this Resolution.
Certificate of Authentication and Registration on any Bond

be deemed to have been executed by the Bond Registrar if
y signed by an authorized officer of the Bond Registrar,

it shall not be necessary that the same officer sign the
of Authentication and Registration on all of the Bonds

hereunder.

~    Section 3.06. Negotiability, Transfer and Registration.
~ject to the provisions for transfer of registration set forth

the Bond shall be and have all of the qualities and
:Idents of negotiable instruments under the Uniform Commercial

of the State, and each successive Holder in accepting any of
Bond shall be conclusively deemed to have agreed that such
shall be and have all of the qualities and incidents of

tlable instruments under the Uniform Commercial Code of the
and each successive Holder shall further be conclusively
to have agreed that said Bond shall be incontestable in the

of a bona fide holder for value.
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So long as any of the Bonds remain Outstanding, the
ii~Issuer, through the Bond Registrar, shall keep and maintain books

the registration and transfer of the Bond.

The Bond shall be transferable only upon the books of the
’Bond Registrar, by the Registered Owner thereof in person or by
!~his-attorney duly authorized in writing, upon surrender thereto
~ogether with a written instrument of transfer satisfactory to.the

ond Registrar duly executed by the Registered Owner or his duly
thorized attorney.

In all cases in which the privilege of exchanging the
or transferring the Bond is exercised, the Bond shall be

elivered in accordance with the provisions of this Resolution.
Bonds surrendered in any such exchanges or transfers shall

!orthwith be¯ cancelled by the Bond Registrar. For every such
e or transfer of Bond, the Bond Registrar may make a charge

lufficient to reimburse it for any tax, fee or other governmental
required to be paid with respect to such exchange or

nsfer and the cost of preparing each new Bond upon each
e or transfer, and any other expenses of the Bond Registrar

~urred in connection therewith, which sum or sums shall be paid
,the Issuer. The Bond Registrar shall not be obligated to make

’ " such exchange or transfer of the Bond during the period
g on the fifteenth day of the month preceding an interest
date on the Bond or, in the case of any proposed

of Bonds, next preceding the date of the selection of
Bond to be redeemed, and ending on such interest payment date

ption date.

Section 3.07.    Bonds Mutilated, DestrQye~, Stolen o__~r
In case any Bond shall become mutilated or be destroyed,
or lost, the Issuer may, in its discretion, issue,, and the

Registrar shall, if so advised by the Issuer, authenticate
deliver, a new Bond of the same series and of like tenor as

s so mutilated, destroyed, stolen or lost, in exchange and
)n for such mutilated Bond, upon surrender and

5ion of such mutilated Bond, or in lieu of and
~ion for the Bond destroyed, stolen or lost, and upon the

Lder’s furnishing proof of its ownership thereof and
ztory indemnity and complying with such other reasonable

and conditions as the Issuer may prescribe and paying
expenses as the Issuer and the Bond Registrar may incur. All

so surrendered shall be cancelled by the Bond Registrar and
Id for the account of the Issuer. If any such Bond shall have

or be about to mature, instead of issuing a substitute
the Issuer may pay the same, upon being indemnified as

, and if such Bond be lost, stolen or destroyed, without
thereof.
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Any such duplicate Bonds issued pursuant to this Section
~i shall constitute original, additional contractual obligations on

the part of the Issuer, whether or not the lost, stolen or
destroyed Bonds be at any time found by anyone, and such duplicate
Bonds shall be entitled to equal and proportionate benefits and
rights as to lien and source of security for payment from the
revenues pledged herein with a11 other Bonds issued hereunder.

Section 3.08. Bond not to be Indebtedness of the Issuer.
Bond shall not, in any event, be or constitute an indebtedness
the Issuer within the meaning of any constitutional or

tatutory provision or limitation, but shall be payable solely
rom the Net Revenues derived from the operation of the System as

provided and amounts, if any, in the Reserve Account. No
,lder or Owners of any of the Bond shall ever have the right to

~el the exercise of the taxing power, if any, of the Issuer to
the Bond or the interest thereon.

Section 3.09. Bond Secured bv P1edqe of Net Revenues.
payment of the debt service on all the Original Bonds shall be

ecured forthwith equally and ratably with each other and the
or Bonds by a shared first lien on the Net Revenues derived

rom the System. Such Net Revenues in an amount sufficient to pay
principal of and interest on and other payments for the Bonds
the Prior Bonds and to make the payments into the sinking

the reserve--account~-therein- an~ i~- the Renew~l and
~lacement Fund hereinafter established and as established in the
or Resolution, are hereby irrevocably pledged to the payment of
principal of and any interest on the Bonds and the Prior Bonds

i the same become due.

Section 3.10. .Form of Oriqinal Bond. The text of the
inal Bond shall be in substantially the following form, with
omissions, insertions and variations as may be necessary and

~irable and authorized or permitted hereby, or by any
Resolution adopted prior to the issuance thereof.
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[Form of 1994 Series A Bond]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, 1994 SERIES A

No. AR-__~I $170; 532

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
IERVICE DISTRICT, a public corporation and political subdivision

the State of West Virginia in Raleigh County of said State (the
ilssuer"), for value received, hereby promises to pay, solely from

special funds provided therefor, as hereinafter set forth, to
West Virginia Water Development Authority (the "Authority") or

istered assigns the sum of One Hundred Seventy Thousand Five
ndred Thirty-Two and 00/00 ($170,532.), or such lesser amount as

ihall have been advanced to the Issuer hereunder and not
y repaid, as set forth in the "Record of Advances"

~tached as Exhibit A hereto and incorporated herein by reference,
installments on the ist day of September, the ist day of

, the ist day of March and the ist day of June in each
~r.~beginning June i, 1995, as set forth on the "Schedule of

Debt Service" attached as Exhibit B hereto and incorporated
by reference.

~     Principal installments of this Bond are payable in any
~n or currency which, on the respective dates of payment of

~al, is legal tender for the payment of public and private
under the laws of the United States of America, at the
of the Paying Agent.

This Bond may be redeemed prior to its stated date of
in whole or in part, but only with the express written

sent of the Authority and DEP and upon the terms and conditions
scribed by, and otherwise in compliance with, the Loan

dated April 12, 1994, among the Authority, the DEP and
Issuer.

This Bond is issued (i) to pay costs of acquisition and
Struction of a certain improvements, additions, extensions and

hs to the existing wastewater treatment system of the
(the "Project"), and (ii) to pay certain costs of issuance
and related costs. This Bond is issued under the authority
in full compliance with the Constitution and statutes of

of West Virginia, including particularly Chapter 16,
13A of the Code of West Virginia, 1931, as amended (the

, a Resolution duly enacted by the Issuer on the 6th day of
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~!~-June, 1994, and a Supplemental Resolution adopted by the Issuer on

the 6th day of June, 1994 (collectively called the "Resolution"),
and is subject to all the terms and conditions thereof. The

i~.Resolution provides for the issuance of additional bonds under
certain conditions, and such bonds would be entitled to be paid
and secured equally and ratably from and by the funds and revenues
ind other security provided for the Bonds under the Resolution.

This Bond ranks equally as to lien and security with the
Bonds, as defined in the -Resolution and senior to the

rdinate Bonds.

This Bond is payable only from and secured by a pledge of
ifirst lien on the Net Revenues as defined in the Resolution, on

!~parity with the lien of the Prior Bonds, to be derived from the
~ration of the System, moneys in the Reserve Account created
er the Resolution and unexpended proceeds of the Bonds. Such
~Revenues shall be sufficient to pay the principal of and

terest on all bonds which may be issued pursuant to the Act and
~ch shall be set aside as a special fund hereby pledged for such

This Bond does not constitute a corporate indebtedness
/the Issuer within the meaning of any constitutional or

.&tutory provisions or limitations, nor shall the Issuer be
~ed to pay the same or the interest thereon except from said

fund provided from the Net Revenues, the moneys in the
erve Account and unexpended Bond proceeds. Pursuant to the
)lution, the Issuer has covenanted and agreed to establish and

Just and equitable rates and charges for the use of the
and the services rendered thereby, which shall be

to provide for the reasonable expenses of operation,
and maintenance of the System, and to leave a balance each

equal to at least 115% of the amount required to pay the
amount due in any ensuing fiscal year of principal of and

on all obligations on a parity with or prior to the
payable from such revenues, provided however, that so long

exists in the Reserve Account an amount equal to the
amount of principal and interest which will-become due on

and any bonds on a parity therewith in any succeeding
and in the reserve account for the Prior Bonds and the

~ Bonds an amount equal to the requirement therefor,
~e may be reduced to 110%. The Issuer has entered

certain further covenants with the¯ registered owners of the
the terms of which reference is made to the Resolution.
provided the registered owners of the Bonds are
y as provided in the Resolution, to which reference is
for a detailed description thereof.

Subject to the registration requirements set forth
this Bond is transferable, as provided in the Resolution,

the books of the Registrar by the Registered Owner, or
attorney duly authorized in writing, upon the surrender of
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this Bond together with a written instrument of transfer
satisfactory to the Registrar duly executed by the Registered

~Owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth
herein, this Bond under the provision of the Act is, and has all
the qualities and incidents of, a negotiable instrument under the

.form Commercial Code of the State of West Virginia.

The use of any proceeds of this Bond for a purpose that
ill contribute to excessive erosion of highly erodible lands or

the conversion of wetlands to produce an agricultural commodity
ii constitute an Event of Default under the Resolution as

efined and set forth therein.

All money received from the sale of this Bond, after
~imbursement and repayment of all amounts advanced for

Liminary expenses as provided by law, shall be applied solely
the payment of the costs of the Project described in the

~solution, and there shall be and hereby is created and granted
lien upon such moneys, until so applied, in favor of the owner

this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all
, conditions and things required to exist, happen and be

precedent t9 and in the issuance of this Bond have
have happened, and have been performed in due time, form

manner as required by law, and that the amount of this Bond,
with all other obligations of the Issuer, does not exceed

limit prescribed by the Constitution or statutes of the State
Virginia and that a sufficient amount of the revenues of

System has been pledged to and will be set aside into said
fund by the Issuer for the prompt payment of the principal

interest on this Bond.

All provisions of the Resolution, resolutions and
under which this Bond is issued shall be deemed to be a

of the contract evidenced by this Bond to the same extent as
fully herein.



IN WITNESS WHEREOF, SHADY SPRING 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             , 1994.

SEAL]

Chairman

.ecretary

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the 1994 Series A Bonds described in
within-mentioned Resolution and has been duly registered in
name of the Registered Owner set forth above, as of the date
forth below.

Date: , 1994

BANK ONE, WEST VIRGINIA, BECKLEY, N.A.,
as Registrar

By
Its Authorized Officer



2) $
3) $

’4)
~)
6) $

EXHIBIT A

RECORD OF ADVANCES

Amount Date Amount Date

(7)
(8)
(9)

(10)
(11)
(12)

Total $

¯



EXHIBIT B

SCHEDULE OF ANNUAL DEBT SERVICE
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Form of Assignment

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

!the within Bond and does hereby irrevocably constitute and appoint
~ ,Attorneytotransfer

[d Bond on the books kept for registration thereof with full
of substitution in the premises.

Dated:

.the presence of:
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Section 3.11. Sale o__[f Original Bonds; Ratification and
Execution of Loan Aqreem-~Ewith Authority and DEP. The Bond’s
shall be sold to the Authority    pursuant to the terms and
conditions of the Loan Agreement.    If not so authorized by
previous resolution, the Chairman is specifically authorized and
directed to execute the Loan Agreement and the Secretary is
directed to affix the seal of the Issuer, attest the same and

~deliver the Loan Agreement to the Authority, and any such prior
execution and delivery is hereby authorized, ratified and

’approved.

Section 3.12. Oriqina! Bonds are Issued as Parity Bonds.
The Original Bonds are issued as and shall constitute Parity Bonds
~in accordance with the Prior Resolution. Prior to the issuance of

~he Original Bonds, the Issuer must receive the written approval
of the owner of the Prior Bonds.

Section 3.13. Certificate of Consultinq .Engineers.
?rior to the issuance of the Original Bonds, the Issuer must

in the certificate of the Consulting Engineers in the form
ttached to the Loan Agreement to the effect that the Project has

or will be constructed in accordance with the approved plans,
and design as submitted to the DEP and the

, the Project is adequate for the purposes for which it
designed, and the funding plan as submitted to the DEP and the

y is sufficient to pay the costs of acquisition and
of the Project.

ARTICLE IV

[ Reserved ]

ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREO~

Section 5.01. Establishment of Funds and Accounts with
Bank. The following special funds or accounts were

established by the Prior Resolution or are created hereby
ifshall be held by the Depository Bank:

Revenue Fund (when the Prior Bonds are no
longer Outstanding);

(2) Operation and Maintenance Fund (when the Prior
Bonds are no longer Outstanding);

(3) Renewal and Replacement Fund;
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(4) Bond Construction Trust Fund; and

(5) Rebate Fund.

Section 5.02. Establishment of Funds and Accounts with
-~lommission. The following special funds or accounts are hereby
!~stablished with the Commission:

(I) Sinking Fund;

(a) Within the Sinking Fund, the Reserve
Account.

Section 5.03. System Revenues; Flow of Funds. A. As
as the Prior Bonds are outstanding, the entire Gross Revenues

hall be deposited pursuant to the terms of the Prior Resolution.
en the Prior Bonds are no longer Outstanding, the entire Gross

ues derived from the operation of the System shall be
~sited upon receipt in the Revenue Fund. The Revenue Fund

.all constitute a trust fund for the purposes provided in this
,solution and shall be kept separate and distinct from all other

~nds of the Issuer and the Depository Bank and used only for the
and in the manner therein and herein provided.

!,i!~.~ (i) The Issuer shall,each month, transfer from the
Fund and deposit in the Operation and Maintenance Fund an

~0unt sufficient to pay current Operating Expenses of the System.

~i~<~             (2) The Issuer shall first, on the first day of
i~h month, transfer from the Revenue Fund and pay the amounts

by the Prior Resolution to be deposited in the Prior
Sinking Fund for payment of the principal of and interest on.

Prior Bonds, and (i) simultaneously therewith, commencing 4
to the first date of payment of interest on the Bonds

interest has not been capitalized, apportion and set
out of the Revenue Fund and remit to the Commission, for

)sit in the Bonds Sinking Fund, a sum equal to~ i/3rd of the
of interest which will become due on said Bonds on the next

quarterly interest payment date; provided, that, in the
the period to elapse between the date of such initial

3it in the Bonds Sinking Fund and the next quarterly interest
date is less than 4 months, then such monthly payments

be increased proportionately to provide, one month prior to
inext quarterly interest payment date, the required amount of

coming due on such date, and (ii) on the first day of
, commencing 4 months prior to the first date of payment

pal on the Bonds, apportion and set apart out of the
Fund and remit to the Commission for deposit in the Bonds
Fund, a sum equal to I/3rd of the amount of principal

mature and become due on said Bonds on the next ensuing
~erly principal payment date; provided that, in the event the
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period to elapse between the date of such initial deposit in the
Bonds Sinking Fund and the next quarterly principal payment date
is less than 4 months, then such monthly payments shall be
increased proportionately to provide, one month prior to the next
quarterly principal payment date, the required amount of principal

~ coming due on such date.              ~

The Issuer shall complete the "Monthly Payment Form,". the
i!~form of which is attached to the Loan Agreement as Exhibit F, and

submit a copy of said form along with a copy of its remittance
check to the Authority by the 5th day of such calendar month.

(3) The Issuer shall next transfer from the Revenue Fund
pay to the Commission the amounts required by the Prior

~solution to be deposited in the Prior Bonds Reserve Account and
the first day of each month, commencing 3 months prior to the

[irst date of payment of principal of the Bonds, if not fully
unded upon issuance of the Bonds, apportion and set apart out of
:he Revenue Fund and remit to the Commission for deposit in the

,serve Account, an amount equal to 1/120 of the Reserve
uirement; provid~, that no further payments shall be made into
Reserve Account when there shall have been deposited therein,
as long as there shall remain on deposit therein, an amount

il to the Reserve Requirement.

(4) The Issuer shall next, from the moneys remaining in
Fund, on the first day of each month, transfer to the

and Replacement Fund a sum equal to 2 1/2% of the Gross
each month, exclusive of any payments for account of any

ierve Account. All funds in the Renewal and Replacement Fund

¯ be kept apart from all other funds of the Issuer or of the
Bank and shall be invested and reinvested in accordance

Article VIII hereof. Withdrawals and disbursements may be
from the Renewal and Replacement Fund for replacements,

repairs, improvements or extensions to the System;
that any deficiencies in the reserve account established

~respect to the Prior Bonds or in the Reserve ACCount [except
extent such deficiency exists because the required payments

account have not, as of the date of determination of a
, funded such account to the maximum extent required

] shall be promptly eliminated with moneys from the Renewal
)lacement Fund.

Moneys in the Sinking Fund shall be used only for
of paying principal of and interest on the Bonds as

shall become due. Moneys in the Reserve Account in the
Fund shall be used only for the purpose of paying

of or interest on the Bonds, as the same shall come due,
moneys in the Sinking Fun~ are insufficient therefor,

no other purpose. Except for the funds required to be
ted in the Rebate Fund, all investment earnings on moneys in



~he Reserve Account shall be transferred, not less than once each
year, to the Bond Construction Trust Fund prior to completion of
the Project and thereafter, to the Sinking Fund.

ii i~ Any withdrawals from the Reserve Account which

result in a reduction in the balance of the Reserve Account to an
amount below the Reserve Requirement shall be subsequently

stored from the first Net Revenues available after all required
to the Sinking Fund for payment of debt service on the

have been made in full.

B.    As and when additional Bonds ranking on a parity
the Original Bonds are issued, provision shall be made for

additional payments into the Sinking Fund sufficient to pay any
~terest on such additional Bonds and accomplish retirement

ireof at maturity and to accumulate a balance in the Reserve
!count in an amount equal to the Reserve Requirement.

The Commission is hereby designated as the fiscal agent
the administration of the Sinking Fund created hereunder, and

ii amounts required for said Sinking Fund shall be remitted to
Commission from the Revenue Fund by the Issuer at the times
Lded herein.

The payments into the Sinking Fund shall be made on the
day of each month, except that when the first day of any
shall be a Sunday or legal holiday then such payments shall

made on the next succeeding business day, and all such payments
be remitted to the Commission with appropriate instructions

to the custody, use and application thereof consistent with the
of this Resolution.

Moneys in
~d by the

the Reserve Account shall be invested and
Commission in accordance with Article VIII

The Sinking Fund, including the Reserve Ac6ount therein,
be used solely and only for, and is hereby pledged for, the

lose of servicing the Bonds and any additional Bonds ranking on
!~iparity with them that may be issued and Outstanding under the

itions and restrictions hereinafter set forth.

C.    Whenever all of the required and provided transfers
payments from the Revenue Fund into the several special funds,

hereinabove provided, are current and there remains in said
Fund a balance in excess of the estimated amounts required

so transferred and paid into the Sinking Fund, including the
Account therein, and the Renewal and Replacement Fund

the following month or such longer period as shall be
by the Act, such excess shall be considered as surplus
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revenues (the "Surplus Revenue"). Surplus Revenues may be used
for any lawful purpose of the Issuer.

D.    The Issuer shall remit from the Revenue Fund to the
commission or the Depository Bank, on such dates as the Commission
or the Depository Bank, as the case may be, shall require, such
additional sums as shall be necessary to pay any Depository Bank’s
charges then due. The Issuer shall also remit from the Revenue
Fund to the Authority, on such dates as the Authority and the DEP
hall require, the Issuer’s allocable share of reasonable

inistrative expenses of the Authority relating to the Program,
any.

E.    The moneys in excess of the maximum amounts insured
FDIC in the Revenue Fund and the Renewal and Replacement Fund
.ii at ali times be secured, to the full extent thereof in

ccess of such insured sum, by Qualified Investments as shall be
ible as security for deposits of state and municipal funds

er the laws of the State.

F.    If on any monthly payment date the revenues are
,nsufficient to place the required amount in any of the funds and
ccounts as hereinabove provided, the deficiency shall be made up

the subsequent payments in addition to the payments which would
be required to be made into the funds and accounts on

quent payment dates.

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

H.    The Gross Revenues of the System shall only be used
.purposes of the System.

Section 5.04. Excess Bond Proceeds. The Issuer shall
ace any excess proceeds from the Original Bonds not required by

Project in the Reserve Account.

ARTICLE VI

~ATION OF ORIGINAL BOND PROCEEDS, FUNDS AND ACCOUNTS

Section 6.01. Application of Oriqinal Bond Proceeds.
the moneys received from time to time from the sale of any or

!i/of the Original Bonds, the following amounts shall be first

and deposited in the order set forth below:
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A.    From the proceeds of the Bonds, there shall be
deposited with the Bank One, West Virginia, Beckley, National

Association, as holder of the Reserve Account created for the
Prior Bond.

B.    The remaining moneys derived from the sale of the
Original Bonds shall be deposited by the Issuer as received from

time to time in the Bond Construction Trust Fund hereinafter
established.

C.    There is hereby created and established with the

Bank a special fund, designated the .’Bond construction
Trust Fund".    The Depository Bank shall act as a trustee and

flduciary for the Bondholder with respect to the Bond construction
Trust Fund and shall comply with all requirements with respect to

disposition of the Bond Construction Trust Fund set forth in
~this Resolution. Except with respect to any transfers to the
iRebate Fund, moneys in the Bond Construction Trust Fund shall be

ilused solely to pay Costs of the Project and until so transferred
expended, are hereby pledged as additional security for the

Section 6.02. Disbursements From the Bo__q~nd Const{?c~i~?
Fund. On or before the Closing Date, the issuer shall have

to the Authority and DEP a report listing the specific
for which the proceeds of the Bonds will be expended and

disbursement procedures for such proceeds, including an
monthly draw schedule.    Payments for Costs of the

ect shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements
the Bond Construction Trust Fund shall be made only after

ion to, and approval from, the Authority and the DEP of the

ng:

(i) A "Payment Requisition Form," attached to the Loan
~i~. Agreement as Exhibit C, and

(2) A certificate, signed by the Chairman and the

Consulting Engineers, stating:

(A) That none of the items for which the payment is
proposed to be made has formed the basiS for any

disbursements theretofore made;

(B) That each item for which the payment is
proposed to be made is or was necessary in connection

with the Project and constitutes a Cost of the Project;

(C) That each of such costs has been otherwise
properly incurred; and
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(D) That payment for each of the items proposed is
then due and owing.

In case any contract provides for the retention of a
,rtion of the contract price, the Depository Bank shall disburse

from the Bond Construction Trust Fund only the net amount
remaining after deduction of any such portion. All payments made
~rom the Bond Construction Trust Fund shall be presumed by. the

,sitory Bank to be made for the purposes set forth in said
icate, and the Depository Bank shall not be required to

itor the application of disbursements from the Bond
struction Trust Fund. The Consulting Engineers shall from time
time file with the Depository Bank written statements advising

Depository Bank of its then authorized representative.

Pending such application, moneys in the Bond Construction
st Fund, including any accounts therein, shall be invested and

~invested in Qualified Investments at the written direction of
Issuer.

ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the
, agreements and provisions set forth in the Prior

shall be and constitute valid and legally binding
of the Issuer and shall be enforceable in any court of
jurisdiction by any owner or owners of the Bonds as if

were set forth in full in this Resolution. In addition to
other covenants, agreements and provisions of this Resolution,
Issuer hereby covenants and agrees with the owners of the

as hereinafter provided in this Article VII. All such
, agreements and provisions shall be irrevocable, except
9d herein, as long as any of said Bonds, or the interest
is Outstanding and unpaid.

Section 7.02.    Bonds not to be Indebtedness of the
The Bonds shall not be nor constitute an indebtedness of

Issuer within the meaning of any constitutional, statutory or
r limitation .of indebtedness, but shall be payable solely

the funds pledged for such payment by this Resolution. No
or Owners of any Bonds shall ever have the right to compel

exercise of the taxing power, if any, of the Issuer to pay
Bonds or the interest thereon.

Section 7.03. Bonds Secured by Pledqe of Net Revenues.
payment of the debt service of" the Original Bonds issued

shall be secured forthwith equally and ratably with the
)r Bonds by a first lien on the Net Revenues derived from the
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operation of the System but senior to the Subordinate Bonds. The
revenues derived from the System, in an amount sufficient to pay

the principal of and interest on the Bonds herein authorized and
to make the payments into the respective Sinking Fund, including
the Reserve Account therein, and all other payments provided for
in this Resolution and the Prior Resolution are hereby irrevocably
pledged, in the manner provided herein, to the payment of the
principal of and interest on the Bonds and the Prior Bonds and the
Subordinate Bonds as the same become due, and for the other
purposes provided in the Resolution.

Section 7.04. Ra___te__~s. Prior to issuance of the Original
Bonds, equitable rates or charges for the use of and service
rendered by the System will be 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/
Treasurer, which copies will be open to inspection by all
interested parties. The schedule of rates and charges shall at
all times be adequate to produce Gross Revenues from said System
sufficient to pay Operating Expenses and to make the prescribed
payments into the funds created hereunder and under the Prior
Resolutions. Such schedule of rates and charges shall be changed
and readjusted whenever necessary so that the aggregate of the
rates and charges will be sufficient for such purposes.    The
Issuer shall take the necessary actions with respect to the
imposition of rates at such times and with such provisions with
respect to interest rate and maturity of the Bonds to finance the
issuance of the Bonds as the purchaser thereof shall require. 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 (i) to provide for all reasonable
expenses of operation, repair and maintenance of the System and
(ii) to leave a balance each Fiscal Year equal to at least 115% of
the maximum amount required in any succeeding Fiscal Year for
payment of principal of and interest on the Prior Bonds and the
Bonds; provided that, in the event that an amount at least equal
to or in excess of the Reserve Requirement is on deposit in the
Reserve Account and the reserve account for the Prior Bonds is
funded at least at the requirement provided for in the Prior
Resolutions, respectively, such balance each Fiscal Year need only
equal at least 110% of the maximum amount required in any
SUCceeding Fiscal Year for payment of principal of and interest on
the Original Bonds and the Prior Bonds.

The Issuer hereby adopts the rates and charges set forth
in the PSC Order and attached hereto as ~xhibit C and incorporated
herein by reference.
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Section 7.05. Completion, Operation and Maintenance;
~ii.~. Sc_~_hedule of Cost.    The Issuer will expeditiously complete the

project and will maintain the System in good condition and will
operate the same as a revenue-producing enterprise in an efficient
and economical manner, making such expenditures for equipment and
for renewal, repair and replacement as may be proper for the
economical operation and maintenance thereof from the revenues of

.~ said System in the manner provided in the Resolution.
.

Upon completion of the Project, the Issuer shall f~le
!~,~iwith the Authority a schedule in substantially the form of Amended

~ii!schedule A to the Program loan application, setting forth the
~?!~’actual costs of the Project and sources of funds therefor.

Section 7.06. Sale of the System. Except as otherwise

~%~..i~!~required ~hey ~-~r-~e~-~ution, the System may not be
!i~{i~!sold, mortgaged, leased or otherwise disposed of except as a

. ¯
i~?.whole, or substant~ally as a whole, and only ~f the net proceeds
~i~:il..to be real~zed shall be sufficient to pay fully or redeem at or
i~i!iDrior to maturity all the Prior Bonds and the Bonds Outstanding,

~:0r to effectively defease this Resolution in accordance w~th
~!iSections I0.01 hereof. The proceeds from any such sale, mortgage,
i~!i!ii!~lease or other disposition of the System shall be immediately
!~.!!~remitted to the Commission for deposit in the appropriate Sinking
~’iFunds, and the Issuer shall direct the Commission to apply such

~i~proceeds to the payment of principal at maturity of and interest
~ii~i0n the Bonds about to mature and to the redemption prior to
~i~maturity at the earliest date permitted hereby and at the
~redemption price, of all other Outstanding Bonds. Any balance
~iremaining after the redemption or payment of all the Bonds and
~£nterest thereon shall be remitted to the Issuer by the Commission

..... necessary for the payment of other obligations of the
iIssuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall
and hereby reserves the right to sell, lease or otherwise

)ose of any of the property comprising a part of the System
~fter determined in the manner provided herein to be no

longer necessary, useful or profitable in the operation thereof.

to any such sale, lease or other disposition of such

ii~~i.i~roperty,~iiii!i~O~!~s~u.~i~!iiiiii!iiiif the ~oun~ ~o.be received t~ref~r, t~ge~her, with all

~.~’for the sale of such property. The proceeds of any such sale
~!i!’!i~!~hall be deposited in the Renewal and Replacement~ Fund. If the
~.J~!~ii~r~ount to be recelved from such sale, ~ease or other disposition

said property, together with all other amounts received during
same Fiscal Year for such sales, leases or other dispositions
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of such properties, shall be in excess of $i0,000 but not in
excess of $50,000, the Issuer shall first, in writing, 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

.$I0,000 and not in excess of $50,000, shall, upon receipt of
~roval of the Registered Owners, if needed, be remitted by the

ssuer to the Commission for deposit in the appropriate Sinking
and shall be applied only to the purchase or redemption of

of the last maturities then Outstanding at prices not
~ater than the applicable redemption price, or, if not

redeemable, par, or otherwise in the Renewal and Replacement Fund.
payment of such proceeds into the Sinking Funds or the Renewal
Replacement Fund shall not reduce the amounts required to be

into said funds by other provisions of this Resolution.

No sale, lease or other disposition of the properties of
System shall be made by the Issuer if the proceeds to be

lerived therefrom, together with all other amounts received during
same Fiscal Year for such sales, leases, or other dispositions

such properties, shall be in excess of $50,000 and insufficient
or redeem prior to maturity all Bonds then Outstanding

.thout the prior approval and consent in writing of the Owners,
their duly authorized representatives, of sixty-six and

percent (66 2/3%) in amount of the Prior Bonds and the
then Outstanding. The Issuer shall prepare the form of such

)roval and consent for execution by the then Registered Owners
the Prior Bonds and the Bonds for the disposition of the

~ of the sale, lease or other disposition of such
of the System.

;~     Section 7.07. Issuance of Other Obliqations Payable Out
i_Revenues an___~d General Covenant A~ainst Encumbrances. So long as

of the Bonds are Outstanding, the Issuer shall not issue any
obligations whatsoever payable from the revenues of the
which rank prior to, or equally, as to lien on and source

i/and security for payment from such revenues with the Bonds;

, however, that Parity Bonds may be issued as provided for
n 7.08 hereof. All obligations hereafter issued by the

er payable from the revenues of the System, except such Parity
, shall contain an express statement that such obligations

Junior and prior, as to lien on and source of and security for
from such revenues and in all other respects, to the

; provided, that no such prior obligations shall be issued
eSs all payments requlred to be ma~e into the Reserve Account

Renewal and Replacement Fund at the time of the issuance
prior obligations have been made and are current.
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Except as provided above, the Issuer shall not create, or
use or permit to be created, any debt, lien, pledge, assignment,
:umbrance or any other charge having priority over or being on

parity with the respective liens of the Bonds, and the interest
~reon, upon any of the income and revenues of the System pledged

~0r payment of the Bonds and the interest thereon in this
~solution, or upon the System or any part thereof.

Section 7.08. Parity Bonds. A. No Parity Bonds payable
of the Net Revenues of the System may be issued without the

written consent of the Authority and DEP, and as long as the
Bonds are outstanding, the written consent of the holder of

Prior Bonds. No Parity Bonds payable out of the revenues of
System shall be issued after the issuance of any Bonds

suant to this Resolution, except under the conditions and in
manner herein provided.

No Parity Bonds shall be issued except for the purpose of
inancing the costs of the acquisition or construction of
:tensions, additions, betterments or improvements to the System

refunding the entirety of one or more issues or series of bonds
both such purposes.

No Parity Bonds shall be issued at any time, however,
less and until there has been procured and filed with the

a written statement by Independent Accountants, based
the necessary investigation and certification by the

~ Engineers, reciting the conclusion that the net
ues actually derived, subject to the adjustments hereinafter

, from the System during any twelve (12) consecutive
within the eighteen (I8) months immediately preceding the

of the actual issuance of such Parity Bonds, plus the
average increased annual net revenues to be received in

of the three (3) succeeding years after the completion of the
nts to be financed by such additional Parity Bonds, shall

be less than one hundred fifteen percent (115%) of the maximum
service in any succeeding year on the followin~:

~ (i) The Prior Bonds;
. (2) The Subordinate Bonds

(3) The Original Bonds then Outstanding;
..~ (4) Any Parity Bonds theretofore issued pursuant to

provisions contained in this Resolution then Outstanding; and
(5) The Parity Bonds then proposed to be issued.

The "estimated average increased annual net revenues to
received in each of the three (3) succeeding years, " as that

is used in the computation provided in the above paragraph,
refer only to the increased n~t revenues estimated to be

from any increase in rates enacted by the Issuer, the time
appeal of which shall have expired prior to the date of
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delivery of such Parity Bonds, and shall not exceed the amount to
be stated in a certificate of the Consulting Engineers, which
shall be filed in the office of the Secretary prior to the
issuance of such additional Parity Bonds.

The Net Revenues actually derived from the System during
the twelve (12) consecutive month period hereinabove referred to
may be adjusted by adding to such net revenues such additional, net
revenues which would have been received, in the opinion of the
Consulting Engineers and the Independent Accountants as’stated in

certificate jointly made and signed by the Consulting Engineers
and the Independent Accountants, on account of increased rates,
i~rentals, fees and charges for the System enacted by the Issuer,
~the time for appeal of which shall have expired prior to issuance

such Parity Bonds.

Not later than simultaneously with the delivery of such
Bonds, the Issuer shall have entered into written contracts

or the immediate acquisition or construction of such extensions,
ditions, betterments or improvements to the System which are to

financed by such Parity Bonds.

All the covenants and other provisions of this Resolution
except as to details of such Parity Bonds inconsistent herewith)
~all be for the equal benefit, protection and security of the

ers of the Original Bonds and the owners of any Parity Bonds
ly issued from time to time within the limitations of

in compliance with this Section. All the Bonds, regardless of
time or times of their issuance shall rank equally with

to their respective liens on the revenues of the System,
their respective sources of and security for payment from said

, without preference of any Bond over any other. The
shall comply fully with all the increased payments into the

funds created in this Resolution required for and on
of such additional Bonds, in addition to the payments
for Bonds theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes,
~ or other obligations subsequently issued, the lien of

~h on the revenues of the System is subject to the prior and
lien of the Outstanding Prior Bonds and the Bonds on such

The Issuer shall not issue any obligations whatsoever
from the revenues of the System, or any part thereof,

rank prior to or, except in the manner and under the
ss provided in this section, equally, as to lien on and

of and security for payment from such revenues, with the

No Parity Bonds shall be issued at any time, however,
all the payments into the respective funds and accounts

for in this Resolution and the Prior Resolution on
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account of the Prior Bonds and the Bonds then Outstanding, and any
other payments provided for in this Resolution or the Prior
Resolution, shall have been made in full as required to the date
of delivery of the Parity Bonds, and the Issuer shall then be in
full compliance with all the covenants, agreements and terms of
this Resolution.

B.    Notwithstanding the foregoing, the Issuer may issue
Parity Bonds without compliance with any other conditions for the

of refunding prior to maturity any issues or series of the
, provided that the annual debt service required on account

i!~f the refunding Bonds and the Bonds which are not refunded shall
i!’~0t be greater in any year in which the Bonds not refunded and the

~ Bonds are to be Outstanding than the annual debt service
ired in such year if the Bonds to be refunded were not so

!funded.

With the written consent in advance of the Authority and
and anything to the contrary in this Section 7.08

Lthstanding, Parity Bonds may be authorized and issued by the
pursuant to Supplemental Resolution solely to complete the

ect as described in the Issuer’s Program application to the
,thority and DEP in accordance with the plans and specifications,

the event that the Original Bonds should be insufficient,
with other funds lawfully available therefor, to pay all

!osts of acquisition and construction of the Project; provided,
, that, prior to the issuance of such Parity Bonds under

provisions of this paragraph, the Consulting Engineers shall
~ile with the Secretary a certificate to the effect that

funds are necessary for such purpose. All such Parity
authorized and issued under the provisions of this paragraph
be limited to the aggregate principal amount required to

up any deficiency in funds for payment of the construction
.sts to complete the Project, and the maturities of any such

.ty Bonds shall be in years and amounts suggested by the

.ority.

Section 7.09. Insurance an__d Construction Bonds. The
Ssuer will carry such insurance and in such amounts as is

y carried with respect to works and properties similar
~the System, with a reputable insurance carrier or carriers,

alnst loss or damage by fire, explosion, hurricane, earthquake,
occupancy or other hazards and risks. The Issuer will
that each of its contractors and all subcontractors
, during the life of the construction contract, workers’

Lon coverage, public liability insurance, property damage
and vehicle liability insurance in amounts and on terms

~ry to the Authority and the DEP, so long as the
ty is the Owner of the Bonds. q~ne Issuer will itself, or

.I require each contractor and subcontractor to, obtain and
~ntain builder’s risk insurance (fire and extended coverage) on
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a one hundred percent (100%) basis (completed value form) on the
~insurable portion of the Project, to protect the interests of the

Issuer, the Authority, the prime contractor and all subcontractors
as their interests may appear, in accordance with the Loan
Agreement, during construction of the Project in the full
~nsurable value thereof. In time of war, the Issuer shall also
carry in said amount such insurance as may be available against

oss or damage by the risks and hazards of war. The proceeds of
Ii such insurance policies shall be disposed of as provided in

~the Resolution and otherwise shall be placed in the Renewal and
~cement Fund and used only for the repair and restoration of

ithe damaged or destroyed properties or for the other purposes
tided herein for said Renewal and Replacement Fund. The Issuer

ii also carry liability insurance for damage or injury to
persons or property in amounts adequate for such purposes and
customarily carried with respect to works and properties similar

the System. The Issuer shall carry such other insurance as is
by the Authority and DEP and as set forth in the Loan

~ement, including but not limited to flood insurance and
interruption insurance, to the extent available at

cost to the Issuer.

The Issuer shall require all contractors engaged in the
)n of the Project to furnish a performance bond and a

bond, each in an amount equal to 100% of the contract
of the portion of the Project covered ~by the particular
~ as security for the faithful performance of such

Section 7.10. Consultinq Enqineers. The Issuer shall
and maintain competent and adequate resident engineering

ervices satisfactory to the Authority and the DEP covering the
~rvision and inspection of the development and construction of
¯ Project and bearing the responsibility of assuring that

5ion conforms to the plans, specifications and designs
by the Consulting Engineers.    Such resident engineer

certify to the Authority, the DEP and the Issuer at the
~letion of construction that construction is in accordance with
ap~         plans, specifications and designs, or amendments

, approved by all necessary governmental bodies.    The
shall require the Consulting Engineers to submit Recipient

Plans, as defined in the SRF Regulations, to it within 60
of the completion of the Project. The Issuer shall notify

DEP in writing of such receipt. The Issuer shall submit a
nce Certificate, the form of which is attached as Exhibit

to the Loan Agreement, and is incorporated herein by reference,
the DEP within 60 days of the end of the first year after the
iect is completed.

The Issuer shall require the Consulting Engineers to
the final Operation and Maintenance Manual, as defined in
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~he SRF Regulations, to the DEP when the Project is 90% completed¯
The Issuer agrees that it will at all times provide operation and
maintenance of the System to comply with any and all State and
federal standards¯ The Issuer agrees that qualified operating
personnel properly certified by the State will be employed before
the Project is 25% complete and agrees that it will retain such a
certified operator(s) to operate the System during the entire term
of this Loan Agreement.    The Issuer shall notify the DEP in
writing of the certified operator employed at the 25% completion

~:stage.

Section 7.11. Compliance With Loan Aqreement, Rules and
¯ The Issuer hereby covenants and agrees to perform

%d satisfy all terms and conditions of the Loan Agreement and to
icomply with all applicable .laws, rules and regulations issued by
~he Authority, the DEP or other State, federal or local bodies in

ard to the construction of the Project and operation,
[ntenance and use of the System.

Section 7.12. No Free Services. The Issuer will not
~nder or cause to be rendered any free services of any nature by

.ts System; and, in the event the Issuer or any department,
|ency, instrumentality, officer or employee of the Issuer shall

vail itself or himself or herself of the facilities or services
by the System or any part thereof, the same rates, fees

)r charges applicable to other customers receiving like services
similar circumstances shall be charged the Issuer and any

iuch department, agency, instrumentality, officer or employee.
charges shall be paid as they accrue, and the Issuer shall

from its general funds sufficient sums to pay such
es for service to any of its departments or properties. The

so received shall be deemed to be revenues derived from
operation of the System and shall be deposited and accounted
in the same manner as other revenues derived from such

Dn of the System.

Section 7.13. Enforcement of Collections. The Issuer
[ii diligently enforce and collect all fees, rates, rentals or

charges for the services and facilities of the System and
all steps, actions and proceedings for the enforcement and

)11ection of such fees, rates, rentals or other charges that
become delinquent to the full extent permitted or authorized

the laws of the State of West Virginia. All such rates and
, if not paid when due, shall become a lien on the premises

erred by the System.

Whenever any rates, rentals or charges for the services
facilities of the System,, or of the waterworks system or

system constituting a part,thereof, shall remain unpaid
a period of thirty (30) days after the same shall become due

~payable, the property and the owner thereof, as well as the



user of the services and facilities, shall be delinquent until
such time as all such rates and charges are fully paid. The

~i Issuer further covenants and agrees that it will, to the full
extent permitted by law, and any rules and regulations promulgated

~by the Public Service Commission of West Virginia applicable
, discontinue and shut off both the water and sewerage

ervices and facilities of the System to all delinquent users of
the services and facilities of the System, or of the waterworks
~Bystem or sewerage system constituting a part thereof, and will

~t restore either water or sewerage-services of the System until
L1 delinquent charges for the service and facilities of the

or of the waterworks system or sewerage system
.stituting a part thereof, plus reasonable interest penalty

’es for the restoration of service, have been fully paid.

Section 7.i4. No ComDetin~ Franchise. To the extent
llowable by law, the Issuer will not grant or cause, consent to

allow the granting of, any franchise or permit to any person,
firm, corporation or body, or agency or instrumentality whatsoever
or the providing of any services which would compete with
iervices provided by the System.

Section 7.15. Books, Records and Facilities. The Issuer
keep complete and accurate records of the cost of acquiring

Project site and the costs of acquiring, constructing and
g the Project. The Issuer shall permit the Authority and

DEP, or their agents and representatives, to inspect all
, documents, papers and records relating to the Project and

System at all reasonable times for the purpose of audit and
)n. The Issuer shall submit to the Authority and the DEP

uch documents and information as they may reasonably require in
n with the acquisition, construction and installation of

Pro" the operation and maintenance of the System and the
of the Loan Agreement or Grant Receipts or other

of financing for the Project.

The Issuer shall permit the Authority and the DEP, or
agents and representatives, to inspect all records

g to the operation of the System at all reasonable times
g completion of construction of the Project and

of operation thereof, or, if the Project is an
nt to an. existing system, at any reasonable time

~llowing commencement of construction.

~ The Issuer will keep books and records of the System,
shall be separate and apart from all other books, records

accounts of the Issuer, in which complete and correct entries
be made of all transactions relating to the System, and any
of a Bond or Bonds issued puz~suant to the Bond Resolution

ill have the right at all reasonable times to inspect the System
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~:~ii~and~ all parts thereof and all records, accounts and data of the

i!i~i~il Issuer relating thereto.

The accounting system for the System shall follow
currently accepted accounting practices in accordance with the
rules and regulations of the PSC ~and the Act. Separate control
accounting records shall be maintained by the Issuer. Subsidiary
records as may be required shall be kept in the manner, on.the
!forms, in the books, and along with other bookkeeping records as

~scribed by the Issuer.    The Issuer shall prescribe- and
nstitute the manner by which subsidiary records of the accounting

item which may be installed remote from the direct supervision
the Issuer shall be reported to such agent of the Issuer as the

~uncil shall direct.

TheIssuer shall file with the Consulting Engineers and
Authority and DEP, and shall mail in each year to any owner or

of Bonds requesting the same, an annual report containing
following:

(A) A statement of Gross Revenues, Operating
Expenses, Net Revenues, Excess 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
Resolution with respect to said Bonds and the status of
all said funds and accounts.

(C) The amount of any Prior Bonds, Bonds, or other
obligations Outstanding and secured by a lien on the Net
Revenues of the System.

The Issuer shall also, at least once a year, cause the
records and accounts of the System to be completely audited

Accountants, shall mail upon request, and make
generally, the report of said IndependentAccountants,

summary thereof, to any owner or owners of Bonds issued
to this Resolution, and shall submit said report to the

and the DEP. The report of said audit shall include a
that the Issuer is in compliance with the terms and
of the Act and the Loan Agreement and that the Issuer’s

are adequate to meet its operation and maintenance
and debt service requirements.

The Issuer shall, commencing on the date contracts are
for the construction of the Project and for two years

g the completion of the Project, each month complete a
Financial Report, the form of which is attached to the

Agreement as Exhibit B and is incorporated herein by
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reference, and forward a copy by the 10th of each month to the
Authority and the DEP.

The Issuer shall, during construction of the Project,
complete Payment Requisition Forms, the form of which is attached

~to the Loan Agreement as Exhibit C and is incorporated herein by
reference, and forward a copy to the DEP in compliance with the

!iISsuer’s construction schedule.

The Issuer shall provide the DEP with all appropriate
~documentation to comply with any special conditions established by
ederal and/or state regulations as set forth in Exhibit E of the

Agreement or as promulgated from time to time.

The Issuer shall permit the Authority or the DEP, or
agents and representatives, to enter and inspect the Project

te and Project facilities at all reasonable times. Prior to,
and after completion of construction of the Project, the

~suer shall also provide the Authority and the DEP, or their
ents and representatives, with access to the System site and

~em facilities as may be reasonably necessary to accomplish all
powers and rights of the Authority and the DEP with respect
System pursuant to the Act.

~     Section 7.16. Operatinq Budqet.     The Issuer shall
|lly, at least 45 days preceding the beginning of each Fiscal

r, prepare and adopt by resolution a detailed, balanced budget
estimated revenues and expenditures for operation and

of the System during the succeeding Fiscal Year and
submit a copy of such budget to the Authority and the DEP
thirty days of the adoption thereof. No expenditures for

and maintenance of the System shall be made in any
Year in excess of the amounts provided therefor in such
without a written finding and recommendation by the

ting Engineers, which finding and recommendation shall state
.tail the purpose of and necessity for such increased
Itures for the operation and maintenance of the System, and
h increased expenditures shall be made until the Issuer
have approved such finding and recommendation by a

duly adopted. No increased expenditures in excess of
the amount of such budget shall be made except upon the

certificate of the Consulting Engineers that such
sed expenditures are necessary for the continued operation

’stem. The Issuer shall mail copies of such annual budget
1 resolutions authorizing increased expenditures for

and maintenance to the Authority and to any Holder of
who shall file his address with the Issuer and request

that copies of all such budgets and resolutions be
him and shall make available such budgets and all

authorizing increased expenditures for operation and
of the System at all reasonable times to any Holder of
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any Bonds or anyone acting for and in behalf of such Holder of any
Bonds.

Section 7.17. Mandatory Connection. The mandatory use
of the sewerage facilities portion of the System is essential and
necessary to protect and preserve the public health, comfort,
safety, convenience and welfare of the inhabitants and residents
of, and the economy of, the Issuer and to assure the rendering
-harmless of sewage and water-borne waste matter produced or

g within the territoryserved by the System. Accordingly,
owner, tenant or occupant of any house, dwelling or building

iocated near the System, where sewage will flow by gravity or be
£ransported by such other methods approved by the State Department

Health from such house, dwelling or building into the System,
the extent permitted by the laws of the State and the rules and

~tions of the Public Service Commission of West Virginia,
[I connect with and use the sewerage facilities portion of the

~stem and shall cease the use of all other means for the
)llection, treatment and disposal of sewage and waste matter from
~ch house, dwelling or building where there is such gravity flow

transportation by such other method approved by the State
~rtment of Health and such house, dwelling or building can be

served by the sewerage facilities portion of the
~stem, and every such owner, tenant or occupant shall, after a 30

notice of the availability of the sewerage facilities portion
System, pay the rates and charges established therefor.

Any such house, dwelling or building from which emanates
or water-borne waste matter and which is not so connected

the sewerage facilities portion of the System is hereby
and found to be a hazard to the health, safety, comfort

of the inhabitants of the Issuer and a public nuisance
shall be abated to the extent permitted by law and as

,tly as possible by proceedings in a court of competent
diction.

Section 7.18. Compliance with Loan Aqr~ement.     The
agrees to comply with all the terms and conditions of the
reement. Notwithstanding anything herein to the contrary,

ssuer will provide the DEP with copies of all documents
to the Authority.

.Section 7.19. Ta___~x Covenants. The Issuer hereby further
and agrees as follows:

A.    PUBLIC PURPOSE BONDS. The Issuer shall use the Bond
solely for the Project and as otherwise set forth herein,

ject will be solely operated~s a public purpose and as
activity of the Issuer.
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B.    PRIVATE ACTIVITY BOND COVENANT. The Issuer shall
not permit at any time or times any of the proceeds of the Bonds
or any other funds of the Issuer to be used directly or indirectly
in a manner which would result in the exclusion of the Bonds from
the treatment afforded by Section 103(a) of the Code by reason of
the classification of the Bonds as "private activity bonds" within
the meaning of the Code.    The Issuer will take all actions

~i!necessary to comply with the Code in order to assure .the
~tax-exempt status of the Bonds.

C.    PRIVATE LOAN LIMITATION. The Issuer shall assure
that not in excess of 5% of the Net Proceeds of the Bonds are
used, directly or indirectly, to make or finance a loan (othe~
than loans constituting Nonpurpose Investments) to persons othe~

.~than state or local government nits.

D.    FEDERAL GUARANTEE PROHIBITION. The Issuer shall not
~ake any action or permit or suffer any action to be taken if the

llt of the same would be to cause the Bonds to be ..federally

nteed’° within the meaning of Section 149(b) of the code.

E.    INFORMATION RETURN.    The Issuer will file all
itatements, instruments and returns necessary to assure the tax

status of the Bonds, including without limitation the
formation return required under Section 149(e) of the code.

F.    FURTHER ACTIONS. The Issuer will take any and all
~tions that may be required of it (including those deemed

y by the Authority) so that the interest on the Bonds will
and remain excludible from gross income for federal income tax
,oses, and will not take any actions, or fail to take any

(including those determined by the Authority) which would
.y affect such exclusion.

Section 7.20. Statutory Mortqaqe Lien. For the further
itection of the Bondholders, a statutory mortgage lien upon the
tem is granted and created by the Act, which statutory mortgage

is hereby recognized and declared to be valid and binding and
parity with the lien of the Prior Bonds but senior to the

% Bonds, and shall take effect immediately upon delivery
Bonds and shall be for the benefit of all Owners of the

Section 7.21. Compliance. The Issuer also agrees to
ly with all applicable laws, rules and regulations issued bY

y, the DEP or~other State, federal or local bodies in
to the acquisition and construction of the Project and the

, maintenance and use of ~he System.
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Section 7.22. Completion of Project; Permits and Orders.
Issuer will complete the Project as promptly~as possible and

:e and maintain the System in good condition and    in
~liance with all federal and state requirements and standards.

The Issuer will obtain all permits required by state and
~ral laws for the acquisition and construction of the Project
all orders and approvals from the Public Service Commission of

~st Virginia necessary for the acquisition and construction of
Project and the operation of the System.

ARTICLE Vlll

INVESTMENT OF FUNDS; NON-ARBITRAGE

Section 8.01. Investments. Any moneys held as a part of
funds and accounts created by this Resolution, other than the

ue Fund, shall be invested and reinvested by the Commission,
Depository Bank or such other bank or national banking

i$$ociation holding such fund or account, as the case may be, at
direction of the Issuer in any Qualified Investments to the

llest extent possible under applicable laws, this Resolution,
need for such moneys for the purposes set forth herein and the

~cific restrictions and provisions set forth in this Section
~01 and in Sections 8.02 and 8.03.

Except as specifically provided herein, any investment
be held in and at all times deemed a part of the fund or

Count in which such moneys were originally held, and the
accruing thereon and any profit or loss realized from

investment shall be credited or charged to the appropriate
or account. The investments held for any fund or account

ii be valued at the lower of cost or then current market value,
at the redemption price thereof if then redeemable at the

of the holder, including the value of accrued interest and
ing effect to the amortization of discount, or at par if such
.~stment is held in the "Consolidated Fund." The Commission,
Depository Bank    or such other bank or national banking

~on, as the case may be, shall sell and reduce to cash a
iufficient amount of such investments whenever the cash balance in

fund or account is insufficient to make the payments required
such fund or account, regardless of the loss on such

!lquidation. The Depository Bank or such other bank or national

~ association, as the case may be, may make any and all
nts permitted by this section through its own bond

and shall not be responsible for any losses from such
nts, other than for its own negligence or willful
:t.

Section 8.02. Arbitrage. The Issuer covenants that (i)
will restrict the use of the proceeds of the Bonds in such
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er and to such extent as may be necessary, in view of the
uer’s reasonable expectations at the time of issuance of the

, so that the Bonds will not constitute "arbitrage bonds"
Section 148 of the Code, and (ii) it will take all actions

may be required of it (including, without implied limitation,
timely filing of a federal information return) with respect to
Bonds so that the interest on the Bonds will be and remain

icluded from gross income for federal income tax purposes,.and
.Ii not take any actions which would adversely affect such

:lusion.

Section 8.03. Rebate of Excess Investment Earninqs to
~ited States. A. CREATION OF FUNDS. There are hereby

, to be held by the Depository Bank as separate funds
.stinct from all other funds and accounts held by the Depository

under this Resolution, the Earnings Fund and the Rebate Fund.
interest earnings and profits on amounts in all funds and

icounts established under this Resolution on account of the Bonds
iher than (i) interest earnings and profits on any funds
iferenced in Subsection C(5) of this Section if such earnings in

Bond Year are less than $100,000, (ii) interest earnings and
[its on amounts in funds and accounts which do not constitute

Proceeds, and (iii) interest earnings and profits on the
~te Fund shall, upon receipt by the Depository Bank, be
~sited in the Earnings Fund.    In addition, all interest

’s and profits on Gross Proceeds in funds held by the Issuer
, upon receipt, be paid to the Depository Bank for deposit in

Earnings Fund. Annually, on or before the 30th day following
end of each Bond Year or on the preceding business day in the

that such last day is not a business day, or such earlier
as may be required under the Code or the Loan Agreement, the

Bank shall transfer from the Earnings Fund to the
Fund for purposes of ultimate payment to the United States

amount equal to Excess Investment Earnings, all as more
larly described in this Section. Following the transfer

~ferenced in the preceding sentence, the Depository Bank shall
~ all amounts remaining in the Earnings Fund to the
~tion Trust Fund until completion of the Project, and

r to the Revenue Fund.

B.    DUTIES OF ISSUER IN GENERAL.    The Issuer shall
~e Excess Investment Earnings in accordance with Subsection

and shall assure payment of an amount equal to Excess Investment
~s to the United States in accordance with Subsections D and

C.    CALCULATION OF EXCESS INVESTMENT EARNINGS. Within
days following the last day of th~ first Bond Year, the Issuer

calculate, and shall provide written notice to the Authority
Depository Bank of, the Excess Investment Earnings referenced

clause (A) of the definition of Excess Investment Earnings.



~reafter, within 15 days following the last day of each Bond
Lr and within 15 days following the date of the retirement of

Bonds, the Issuer shall calculate, and shall provide written
.ice to the Authority and Depository Bank of, the amount of
~ess Investment Earnings. Said calculations shall be made or

used to be made by the Issuer in accordance with the following:

(i) Except as provided in (2), in
.ii~ . determining the amount described in clause
~.~ (A)(i) of the definition of Excess Investment

Earnings, the aggregate amount earned on
Nonpurpose Investments shall include (i) all
income realized under federal income tax
accounting principles (whether or not the
person earning such income is subject to
federal income tax) with respect to such

~...~ Nonpurpose Investments and with respect to the
reinvestment of investment receipts from such
Nonpurpose Investments (without regard to the
transaction costs incurred in acquiring,
carrying, selling or redeeming such Nonpurpose
Investments), including, but not limited to,

!~’~i~ gain or loss realized on the disposition of
such Nonpurpose Investments (without regard to
when such gains are taken into account under
Section 453 of the Code relating to taxable
year of inclusion of gross income), and income
under Section 1272 of the Code (relating to
original issue discount) and (ii) any
unrealized gain or loss as of the date of
retirement of the Bonds in the event that any
Nonpurpose Investment is retained after such
date.

(2) In determining the amount described
in clause (A) of the definition of Excess
Investment Earnings, Investment Property shall
be treated as acquired for its fair market
value at the time it becomes a Nonpurpose
Investment, so that gain or loss on the
disposition of such Investment Property shall
be computed with reference to such fair market
value as its adjusted basis.

(3) In determining the amount described
in clause (A)(ii) of the definition of Excess
Investment Earnings, the Yield on the Bonds
shall be determined based on the actual Yield
of the Bonds during the period between the
Closing Date for the Bonds and the date the
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computation is made (with adjustments
original issue discount or premium).

for

(4) In determining the amount described
in clause (B) of the definition of Excess
Investment Earnings, all income attributable to
the excess described in clause (A) of said
definition must be taken into account, whether
or not that income exceeds the Yield of the
Bonds, and no amount may be treated as
"negative arbitrage."

(5) In determining the amount of Excess
Investment Earnings, there shall be excluded
any amount earned on any fund or account which
is used primarily to achieve a proper matching
of revenues and Debt Service within each Bond
Year and which is depleted at least once a year
except for a reasonable carryover amount not in
excess of the greater of 1 year’s earnings on
such fund or account or 1/12th of annual Debt
Service as well as amounts earned on said
earnings if the gross earnings on such fund or
account for the Bond Year is less than
$i00,000.

D.    PAYMENT TO THE UNTIED STATES.    The Issuer shall
Lrect the Depository Bank to pay from the Rebate Fund an amount

to Excess Investment Earnings to the United States in
with the first payment to be made not later than 30

after the end of the 5th Bond Year and with subsequent
to be made not later than 5 years after the preceding

was due.     The Issuer shall assure that each such
is in an amount equal to at least 90% of the Excess

Earnings with respect to the Gross Proceeds as of the
if the computation period. Not later than 60 days after the

of the Bonds, the Issuer shall direct the Depository
to pay from the Rebate Fund to the United States 100% of the

unpaid Excess Investment Earnings in the Rebate Fund.
event that there are any amounts remaining in the Rebate

following the payment required by the preceding sentence, the
Bank shall pay said amounts to the Issuer to be used

lawful purpose of the System. The Issuer shall remit
to the United States at the address prescribed by the
ns as the same may be from time to time in effect with

reports and statements as may be prescribed by such
In the event that, for any reason, amounts in the

Fund are insufficient to make t~e payments to the United
which are required by this Subsection D, the Issuer shall

8~re that such payments are made by the Issuer to the United



States, on a timely basis, from any funds lawfully available
therefor.

In the event the Issuer fails to make such rebates as
required, the Issuer shall pay any and all penalties and other

~.~amounts, from lawfully available sources, and obtain a waiver from
!~!i~the Internal Revenue Service, if necessary, in order to maintain
~ili~the exclusion of interest on the Original Bonds from gross income

for federal income tax purposes.

E.    FURTHER OBLIGATIONS OF ISSUER. The Issuer shall
ssure that Excess Investment Earnings are not paid or disbursed

!except as required in this Section. To that end the Issuer shall
assure that investment transactions are on an arm’s length basis

the Nonpurpose Investments are acquired at their fair market
lue.    In the event that Nonpurpose Investments consist of

:ertificates of deposit or investment contracts, investment in
~uch Nonpurpose Investments shall be made in accordance with the

.cedures described in applicable Regulations as fromtime to
~ime in effect. The Depository Bank shall keep the moneys in the

gs Fund and Rebate Fund invested and reinvested to the
lest extent practicable in Government Obligations with
urities consonant with the required use thereof and investment

and earnings shall be credited to the account of such fund
which earned.

F.    MAINTENANCE OF RECORDS. The Issuer shall keep, and
for a period of 6 years following the retirement of the

, records of the determinations made pursuant to this Section

G.    INDEPENDENT CONSULTANTS. In order to provide for
administration of this Section 8.03, the Issuer and the

Bank (at the expense of the Issuer) may provide for the
of independent attorneys, accountants or consultants

on such reasonable basis as the Issuer or the
Bank may deem appropriate.

H.    FURTHER AGREEMENT. Notwithstanding the foregoing,
iIssuer further covenants to comply with all Regulations from

to time in effect and applicable to the Bonds, as may be
ssary in order.to fully comply with Section 148(f) of the

I.    REPORTING TO AUTHORITY. The Issuer shall furnish to
Authority and DEP, annually, at such time as it is required to

its rebate calculations under the Code, a certificate with
ct to its rebate calculations and, at any time, any

information relating thereto as may be requested by the
or DEP.
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J.    AMENDMENTS TO THIS SECTION. Notwithstanding any of
the provisions herein to the contrary, the Issuer agrees to amend
the provisions of this Section from time to time at the direction
of the Authority in order to insure continuing compliance with

¯ Section 8.02 hereof.

i~           Section 8.04. Restriction of Yield and Bond Proceeds.

The Issuer shall comply with the yield restriction on Bond
proceeds as set forth in Section 148 of the Code.¯

ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events o__f Default. Each of the following
events shall constitute an "Event of Default" with respect to the
Bonds ."

(i) . If default occurs in the due and punctual payment of
the principal of or interest on any Bonds; or

(2) If default occurs in the Issuer’s observance of any
of the covenants, agreements or conditions on its part
relating to the Bonds set forth in this Resolution, any
Supplemental Resolution or in the Bonds, and such default
shall have continued for a period of 30 days after the Issuer
~hall have been given written notice of such default by the
Commission, the Depository Bank, the Construction Trust Fund
Depository Bank, the Bond Registrar, any Paying Agent or a
Holder of a Bond; or

(3) 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

(4) An "Event of Default" as defined in the Prior

Section 9.02.     Remedies.     Upon the happening and
of any Event of Default, any Registered Owner of a

¯ may exercise any available remedy and bring any appropriate
on, suit or proceeding to enforce his rights and, in
:icular, (i) bring suit for any unpaid principal or interest

due, (ii) by mandamus or other appropriate proceeding enforce
rights of such Registered Owners including the right to
.re the Issuer to perform its duties under the Act and this

relating thereto, including ,but not limited to the
and collection of sufficient rate~ or charges for services

¯     by the System, (iii) bring suit upon the Bonds, (iv) by
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!~!~!~i!action at law or bill in equity require the Issuer to account as
~i!’/.~i~i~if it were the trustee of an express trust for the Registered

owners of the Bonds, and (v) by action at law or bill in equity
~i/ii~ienJoin any acts in violation of the Resolution with respect to the

Bonds, or the rights of such Registered Owners.

Section 9.03. Appointment o__f Receiver. Any Registered
0wner of a Bond may, by proper legal action, compel the performance

the duties of the Issuer under this Resolution and the Act,
~cluding the making and collection of sufficient rates and charges
or services rendered by the System and segregation of the revenues

erefrom and the application thereof. If there be any default in
payment of interest on any Bonds when the same shall become

ue, or in the payment of the principal of any Bond or Bonds,
ther at the specified date of maturity thereof or at a date set

!or redemption thereof, or otherwise in the performance of any
~ovenant contained in the Resolution other than as to such payment

such default shall continue for a period of thirty (30) days
ifter written.notice to the Issuer of such default, any Bondholder
hall, in addition to all other remedies or rights, have the right

appropriate legal proceedings to obtain the appointment of a
~iver to administer the System on behalf of the Issuer, with

to charge rates, rentals, fees and other charges sufficient
provide for the payment of the Bonds and any interest thereon,

deposits into the funds and accounts hereby established as
provided and the payment of Operating Expenses of the System

to apply such rates, rentals, fees, charges or other revenues
conformity with the provisions of the Resolution and the Act.

The receiver so appointed shall forthwith, directly or by
agents and attorneys, enter into and upon and take possession

all facilities of said System and shall hold, operate and
, manage and control such facilities, and each and every

thereof, and in the name of the Issuer exercise all the rights
.powers of the Issuer with respect to said facilities as the

itself might do.

~~     Whenever all that is due upon the Bonds and interest
~reon and under any covenants of this Resolution for Reserve,

or other funds and upon any other obligations and interest
having a charge, lien or encumbrance upon the revenues of

,~.System shall have been paid and made good, and all defaults
the provisions of this Resolution shall have been cured and

good, possession of the System shall be surrendered to the
upon the entry of an order of the court to that effect.

any subsequent default, any Registered Owner of any Bonds
have the same right to secure the further appointment of a

upon any such subsequent default.
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Such receiver, in the performance of the powers
hereinabove conferred upon him, shall be under the direction and
supervision of the court making such appointment, shall at all
times be subject to the orders and decrees of such court and may be
removed thereby, and a successor receiver may be appointed in the
discretion of such court. Nothing herein contained shall limit or

.restrict the jurisdiction of such court to enter such other and
further orders and decrees as such court may deem necessary or

,ropriate for the exercise by the receiver of any function not
~cifically set forth herein.

i
Any receiver appointed as provided herein shall hold and

~rate the System in the name of the Issuer and for the Joint
~tection and benefit of the Issuer and Registered Owners of the
~ds. Such receiver shall have no power to sell, assign, mortgage
otherwise dispose of any assets of any kind or character

longing or pertaining to the System, but the authority of such
|ceiver shall be limited to the possession, operation and
Lntenance of the System for the sole purpose of the protection of

~th the Issuer and Registered Owners of such Bonds and the curing
making good of any Event of Default with respect thereto under
provisions of this Resolution, and the title to and ownership

said System shall remain in the Issuer, and no court shall have
jurisdiction to enter any order or decree permitting or

such receiver to sell, assign, mortgage or otherwise
~spose of any assets of the System.    The provisions of this

shall be subject to the Prior Resolution and to the parity
.ghts of the Prior Bonds.

ARTICLE X

DEFEASANCE

Section 10.01. Defeasance of Bonds. If the Issuer shall
or cause to be paid, or there shall otherwise be paid, to the

of all Bonds, the principal of and interest due or to become
thereon, at the times and in the manner stipulated therein and

Resolution, then the pledge of Net Revenues and other
~s and securities pledged under this Resolution and all

, agreements and other obligations of the Issuer to the
~Stered Owners of the Bonds shall thereupon cease, terminate and

void and be discharged and satisfied.

Bonds for the payment of which either moneys in an amount
shall be sufficient, or securities the principal of and the

on which, when due, will provide moneys which, together
moneys, if any, deposited with the Paying Agent at the

i~!Or earlier time, shall be sufficiemt, to pay as and when due,
pal installments of and interest on the Bonds shall be

to have been paid within the meaning and with the effect
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expressed in the first paragraph of this section. All Bonds shall,
prior to the maturity thereof, be deemed to have been paid within
the meaning and with the effect expressed in the first paragraph of
t~is section if there shall have been deposited with the Commission
or its agent either moneys in an amount which shall be sufficient,
or securities the principal of and the interest on which, when due,
will provide moneys which, together with other moneys, if any,
deposited with the Commission at the same time, shall be sufficient
to pay when due the principal installments of and interest due and
to become due on the Bonds on and prior to the next redemption date
or the maturity dates thereof. Neither securities nor moneys

~osited with the Commission pursuant to this section nor
or interest payments on any such securities shall be

thdrawn or used for any purpose other than, and shall be held in
.rust for, the payment of the principal installments of and

terest on said Bonds; provided, that any cash received from such
or interest payments on such securities deposited with

Commission or its agent, if not then needed for such purpose,
, to the extent practicable, be reinvested in securities

g at times and in amounts sufficient to pay when due the
installments of and interest to become due on said Bonds

and prior to the next redemption date or the maturity dates
¯ and interest earned from such reinvestments shall be paid

to the Issuer as received by the Commission or its agent¯ free
clear of any trust, lien or pledge. For the purpose of this

ection, securities shall mean and include only Government
,ligations.

ARTICLE XI

MISCELLANEOUS

Section ii.01. Amendment o__~r Modification o__f Resolu£ion.
material modification or amendment of this Resolution, or of any
olution amendatory or supplemental hereto, that would materially
adversely affect the respective rights of Registered Owners of
Bonds shall be made without the consent in writing of the

istered Owners of sixty-six and two-thirds percent (66 2/3%) or
in principal amount of the Bonds so affected and then

tanding; p~ovided, that no change shall be made in the maturity
<any Bond or Bonds or the rate of interest thereon, or in the
~cipal amount thereof¯ or affecting the unconditional promise of
Issuer to pay such principal and interest out of the revenues

System without the consent of the respective Registered
thereof. No amendment or modification shall be made that
reduce the percentage of the principal amount of Bonds

for consent to the above-permitted amendments or
[fications. Notwithstanding the foregoing, this Resolution may

without the consent of a~y Bondholder as may be
to assure compliance with Section 148(f) of the Code
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relating to rebate requirements or otherwise as may be necessary to
assure the excludibi!ity of interest on the Bonds and the Notes
from the gross income of the Owners thereof.

Section     11.02. Resolution Constitutes Contract. The
provisions of the Resolution shall constitute a contract between
the Issuer and the Registered Owners of the Bonds and no change,
variation or alteration of any kind of the provisions of the
Resolution shall be made in any manner, except as in this
Resolution provided.

Section 11.03. Severab±lityof 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, the
Supplemental Resolution and the Bonds.

Section 11.04. Headinqs, Etc. The headings and catchlines
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 11.05. Conflictin~q Provisions. All orders or
and parts thereof in conflict with the provisions of

is Resolution,~except the Prior Resolution, are, to the extent of

~uch conflict hereby repealed¯ ¯

¯
Section ii.06.    Covenant of Due Proced.ure, Et___~c.    The

issuer covenants that all acts, conditions, things and procedures
~equired to exist, to happen, to be performed or to be taken
i~ecedent to and in the adoption of this Resolution do exist, have

iappened, have been performed and have been taken in regular and
~e time, form and manner as required by and in full compliance

the laws and Constitution of the State of West Virginia
)licable thereto; and that the Chairman, Secretary/Treasurer and

of the Governing Body were at all times when any actions in
with this Resolution occurred and are duly in office and

qualified for such office.

Section 11.07. Effective Date. This Resolution shall take
ect immediately .upon adoption.

-55-



Adopted this 6th day of June, 1994.

SHADY SPRING PUBLIC SERVICE DISTRICT

~ ~i~,B/oard ~
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,CE.RTIFI CATION

Certified as a true copy of a Resolution adopted by the
Public Service Board of Shady Spring Public Service District on the

day of    ~-~     ..    ~ , 1994.

.~ Dated~ June _~_~, 1994.
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EXHIBIT A

DESCRIPTION OF PROJECT

The Project consists of the extension of sewer line into two (2)
separate neighborhoods. The proposed extensions will be to. the
Districts existing 55-mile collection system and 0.8 MGD Waste

ter Treatment Facilities. Each extension shall tie into an
g 8" diameter SDR PVC sewerline.



EXHIBIT B

LOAN AGREEMENT

[See Tab 7]
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2.3

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,
SALE PRICES, AND OTHER TERMS OF THE SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER REVENUE BOND, 1994 SERIES A,.
DESIGNATING A REGISTRAR, PAYING AGENT, DEPOSITORY BANK,
AND CONSTRUCTION TRUST FUND DEPOSITORY BANK; APPROVING
LOAN AGREEMENT WITH RESPECT TO THE BOND; AND MAKING OTHER
PROVISIONS AS TO THE BOND.

WHEREAS, the Public Service Board of the Shady Spring
ilic Service District (the "District") has duly and officially

~ted a Bond Resolutlon on June 6, 1994 (the "Resolution"),
~titled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING PUBLIC SEWERAGE
FACILITIES OF SHADY SPRING PUBLIC SERVICE
DISTRICT AND THE FINANCING OF THE COST
THEREOF, NOT OTHERWISE PROVIDED, THROUGH THE
ISSUANCE OF NOT MORE THAN $170,532 IN
AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING
PUBLIC SERVICE DISTRICT SEWER REVENUE BOND,
1994 SERIES A; PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS OF SAID BOND;     RATIFYING A LOAN
AGREEMENT WITH THE WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY AND THE WEST VIRGINIA
DIVISION OF ENVIRONMENTAL PROTECTION RELATING
TO      SAID      BOND;      AUTHORIZING      THE      SALE      AND
PROVIDING FOR THE TERMS AND PROVISIONS OF SAID
BOND;    AND ADOPTING OTHER PROVISIONS RELATING
THERETO. -

WHEREAS, the Resolution provides for the issuance of the
Public Service District Sewer Revenue Bond, 1994

(the "Bond") in aggregate principal amount not to exceed
all in accordance with Chapter 16, Article 13A, of the

West Virginia, 1931, as amended, (the "Act"), and the terms
Agreement(the "Loan Agreement") entered into among the

,- the West Virginia Division of Environmental.Protection
IP") and the West Virginia Water Development Authority (the
ty"), but requires that the dates, interest rates,

, sale prices and other terms of the Bond should be
by a supplementalresolution;

~- WHEREAS, the Bond is proposed to be purchased by the
pursuant to the Loan Agreement; and



WHEREAS, the Public Service Board (the "Board") of the
Istrict deems it essential and desirable that this resolution (the
Supplemental Resolution"), be adopted and that the prices, the
~turity dates, the redemption provisions, the interest rates, and

~he interest and principal dates of the Bond be fixed hereby in the
Lnner stated herein; that the Loan Agreement be approved; and that
ther matters relating to the Bond be herein provided for.

WHEREAS, capitalized terms not otherwise defined shall
the meanings given such terms in .the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE
OF THE SHADY SPRING PUBLIC SERVICE DISTRICT:

"Section 1. Pursuant to the Resolution, the Act, and this
lemental. Resolution, the Bond shall be in the aggregate

~ncipal amount of $170,532, with the following provisions:

(A) The Bond shall be originally issued in the form
a single bond, numbered AR-I, in the principal amount of
,532. The Bond shall be dated the date of delivery thereof,

Ii bear interest at the rate of zero percent (0%) per annum from
date of delivery to and including the 20 year life of the loan,

ch principal shall be payable quarterly on March i, June i,
)tember 1 and December 1 of each year commencing June I, 1995,
~ll be subject to redemption upon the written consent of the

and DEP, upon payment of the interest, and subject to the
requirements provided in the Loan Agreement, as long as the

y shall be the registered owner of the Bond.

(B) The Bond shall be sold to the Authority in
ance with the terms of the Loan Agreement at a price equal to

Of the principal amount thereof.

Section 2. All other provisions relating to the Bond
as provided in the Resolution, and the Bond shall be in

y the form provided in the Resolution with such
insertions and omissions as may be approved by the
of the District.    The execution of the Bond by the
shall be conclusive evidence of such approval.

Section 3. The District does hereby ratify, approve and
the Loan Agreement including the "Schedule X" attached

a copy of which is incorporated herein by reference, and
and delivery by the Chairman of the Loan Agreement

performance of the obligations contained therein, on behalf
District have been and are hereby authorized, approved and

Section 4. The District hereby appoints and designates
West Virginia, Charleston, National Association,
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.~harleston, West Virginia, as the Depository Bank,
:the Resolution.

as provided in

Section 5. The District hereby appoints and designates
~ank One, West Virginia, Charleston, National Association,

~Charleston, West Virginia, as Registrar for the Bond.

Section 6. The District hereby appoints and designates
West Virginia Municipal Bond Commission (the "Commission"),

Lrleston, West Virginia as Paying Agent for ~he Bond.

SectiQn.~. The Chairman and Secretary/Treasurer are
authorized and directed to execute and deliver such other

~nts and certificates, including the Registrar’s Agreement,
fired or desirable in connection with the Bond hereby and by the

olution approved and provided for, to the end that the Bond may
~delivered to the Authority pursuant to the Loan Agreement on or

June 8,~ 1995.

Section.8. The financing of the Project in part with
:eeds of the Bond is in the public interest, serves a public

of the District and will promote the health, welfare and
~ty of the residents of the District.

Section 9. The District hereby directs the Depository
to initially invest all monies in the funds and accounts

under the .Bond Resolution in Qualified Investments
directed by the District.

Section i0. The District shall not permit at any time or
!.any of the proceeds of the Bond or any other funds of the

to be used directly or indirectly in a manner which would
in the exclusion of the Bond from the treatment afforded by

103(a) of the Internal Revenue Code of 1986, as amended,
regulations promulgated thereunder or under any predecessor
(the "Code"), by reason of the classification of the Bond

activity bonds" within the meaning of the Code. The
will take all actions necessary to comply_with the Code

ry Regulations to be promulgated thereunder.
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Sec, tion 11. This Supplementa 1
,ffectlve immediately upon adoption.

Dated." June 6, 1994

Resolution shall be

SHADY SPRING PUBLIC SERVICE DISTRICT

Chai~.~ma~-
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SHADY SPRING PUBLIC SERVICE DISTRICT

BOND RESOLUTION

RESOLUTION AUTHORIZING THE    PLANNING,     DESIGN,

ACQUISITION AND CONSTRUCTION OF CERTAIN

EXTENSIONS, ADDITIONS,     BETTERMENTS    AND

IMPROVEMENTSTO THE EXISTING PUBLIC SEWERAGE

FACILITIES OF SHADY SPRING PUBLIC SERVICE

DISTRICT AND TO FINANCE THE COST OF SUCH

PLANNING AND DESIGN AND TO PAY OTHER COSTS IN

CONNECTION THEREWITH, NOT OTHERWISE PROVIDED,

THROUGH THE ISSUANCE OF NOT MORE THAN $151,800

IN AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING

PUBLIC SERVICE DISTRICT SEWERAGE SYSTEM

REVENLrE BONDS, SERIES 1996A, PROVIDING FOR THE

RIGHTS AND REMEDIES OF AND SECURITY FOR THE

REGISTERED    OWNERS    OF    SAID    BONDS; RATIFYING

THE LOAN AGREEMENT WITH THE WEST VIRGINIA

WATER DEVELOPMENT AUTHORITY AND THE WEST

VIRGINIA DIVISION OF ENVIRONMENTAL PROTECTION

RELATING TO    SAID BONDS;    AUTHORIZING THE    SALE

AND PROVIDING FOR THE TERMS AND PROVISIONS OF

SAID     BONDS; AND ADOPTING     OTHER     PROVISIONS
RELATING THERETO.



SPRING

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY

PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1,01.    Authority for this Resolution.    This

Resolution is adopted pursuant to the provisions of the Act and

other applicable provisions of law.

Section 1,02. Definitions. The following terms shall

have the following meanings herein unless the context expressly

requires otherwise:

"Act" means Chapter 16, Article 13A of the Code of West

Virginia of 1931, as amended and in effect on the date of adoption

of this Resolution.

"Authority" means the West Virginia Water Development

Authority, which is expected to be the original purchaser of each

Bond, or any other agency of the State that succeeds to the

functions of the Authority.

"Authorized Officer" means the Chairman of the Governing

Body of the Issuer or any other person duly appointed as such by

the Governing Body.

"Bank" means the bank to be set forth in a resolution

supplemental hereto.

"Board" means the public service board of the Issuer and

shall include the membership of the Board as may hereafter be duly

constituted as the legal successors to the present membership or

any other authority vested with and authorized to exercise the

powers of the Issuer.

"Bond" or "Bonds" means the Shady Sring Public Service

District Sewerage System Revenue Bond, Series 1996A, originally

-authorized hereby, and any pari passu additional bonds hereafter



issued within the terms, restrictions and conditions contained in

this Resolution.

"Bondholders"    "Holder of the Bonds,"    "Holder,"
"Registered Owner," "Owner" or any similar term, whenever used

herein with respect to an Outstanding Bond or Bonds, means the

person in whose name such Bond is registered.

"Bond Register" means the books of the Issuer as

hereinafter defined, maintained by the Bond Registrar as

hereinafter defined for the registration and transfer of the Bonds.

"Bond Registrar" or "Registrar" means the bank or other

entity to be designated as such in the Supplemental Resolution and

its successors and assigns.

"Bond Year" means the 12 month period beginning on the

anniversary of the Closing Date in each year and ending on the day

prior to the anniversary date of the Closing Date in the following

year except that the first Bond Year shall begin on the Closing

Date.

"Certificate of Authentication and Registration" means

the certificate of authentication and registration on the Bond in

substantially the form set forth in the bond form contained herein.

"Chairman" means the Chairman of the Governing Body of

the Issuer.

"Closing Date" means the date upon which there is an

exchange of the Bond for a portion of the proceeds representing the

purchase of the Bond by the Authority.

"Code" means the Internal Revenue Code of 1986, as
amended, including the rules and regulations promulgated pursuant

thereto or any predecessors or successors thereto.

"Commission" means the West Virginia Municipal Bond

Commission or any other agency of the State that succeeds to the

functions of the Commission.
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"Construction Trust Fund" means the Bond Construction

Trust Fund and the subaccounts therein established by Section

5.01(3) .

"Consulting Engineers" means L. A. Gates Company,

BeckleyWest Virginia, or any engineer or firm of engineers of

reputation for skill and experience with respect to the planning

and design of sewerage systems or facilities that shall at any time

hereafter be retained by the Issuer as Consulting Engineers for the

System.          ~

"Costs" or "Costs of the Project" or any similar phrase

means those costs described in Section 1.04G hereof to be a part of

the cost of planning, design, construction and acquisition of the

Project.

"Debt Service" means the scheduled amount of interest and

amortization of principal payable on the Series 1996A Bond, as

hereinafter defined, during the period of computation, excluding

amounts scheduled during such period which relate to principal

which has been retired before the beginning of such period.

"DEP" means the West Virginia Division of Environmental

Protection, a division of the West Virginia Bureau of Environment.

"Depository Bank" means a bank eligible under the laws of

the State of West Virginia to receive deposits of state and

municipal funds and insured by the FDIC, as hereinafter defined,

which Depository Bank shall be named in the Supplemental

Resolution, and any successor thereto.

sum of:

"Excess Investment Earnings" means an amount equal to the

(A) The excess of

(i) The aggregate amount earned from the Closing

Date on all Nonpurpose Investments in which Gross

Proceeds of the Bonds are invested [other than amounts

attributable to an excess described in this clause (A) of

this definition of Excess Investment Earnings], over
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(ii) The amount that would have been earned if the

Yield on such Nonpurpose Investments [other than amounts

attributable to an excess described in this clause (A) of
this definition of Excess Investment Earnings] had been

equal to the Yield on the Bond, plus

(B) Any income attributable to the excess described in

clause (A) of this definition of Excess Investment Earnings.

"FDIC" means the Federal Deposit Insurance Corporation

and any successor to the functions thereof.

"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 is now or may hereafter be constituted.

"Government Obligations" means direct obligations of, or

obligations the timely payment of the principal of and interest on

which is guaranteed by, the United States of America, including (i)

such obligations which have been stripped from their unmatured

interest coupons, interest coupons stripped from such obligations

and receipts or certificates evidencing payments from such

obligations or interest coupons stripped from such obligations,

(ii) evidences of ownership of a proportionate interest in

specified direct obligations of, or specified obligations which are

unconditionally and fully guaranteed by, the United States of

America, which obligations are held by a bank or trust company

organized and existing under the laws of the United States of

America or any state thereof in the capacity of custodian and (iii)

obligations, the sole source of the payment of the principal of and

interest on which are obligations of the nature of those described

in clause (i), which are irrevocably pledged for such purposes.

"Gross Proceeds" means the sum of the following amounts:

(i) Original proceeds, namely, net amounts

received by or for the Issuer as a result of

the sale of the Bond, excluding original

proceeds which become transferred proceeds

(determined in accordance with applicable
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Regulations) of obligations issued to refund

in whole or in part the Bond;

(ii) Investment proceeds, namely, amounts

received at any time by or for the Issuer,

such as interest and dividends, resulting from

the investment of any original proceeds (as

referenced in clause (i) above) or investment

proceeds (as referenced in this clause (ii))

in Nonpurpose Investments, increased by any

profits and decreased (if necessary, below

zero) by any losses on such investments,

excluding investment proceeds which become

transferred proceeds (determined in accordance

with applicable Regulations) of obligations

issued to refund in whole or in part the

Bonds;

(iii) Transferred proceeds, namely, original

proceeds of any prior obligations, and

interest earnings and profits less losses

resulting from investment of such original

proceeds in Nonpurpose Investments, which are

used to discharge the outstanding principal of

any prior obligations and which are deemed to

become proceeds of the Bonds ratably as

original proceeds of the Bonds, and interest

earnings and profits resulting from investment

of such original proceeds in Nonpurpose

Investments, which are used to discharge the

outstanding principal of any such prior

obligations, all on the date of such ratable

discharge;

(iv)     Sinking fund proceeds, namely, amounts,

other than original proceeds, investment

proceeds    or    transferred    proceeds    [as

referenced in clauses (i) through (iii) above]

of the Bonds, which are held in any fund to

the extent that the Issuer reasonably expects

to use such other fund to pay Debt Service;
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(v)     Amounts in the Reserve Accounts and in

any other fund established as a reasonably

required reserve or replacement fund;

(vi) Investment Property pledged as security

for payment of Debt Service on the Bonds by

the Issuer;

(vii) Amounts, other than as specified in

this.definition, used to pay Debt Service on

the Bonds; and

(viii) Amounts received as a result of
investing    amounts    described    in    this

definition.

"Gross Revenues" means the aggregate gross operating and

non-operating revenues of the System, as hereinafter defined,

determined in accordance with generally accepted accounting

principles, after deduction of prompt payment discounts, if any,

and reasonable provision for uncollectible accounts; provided, that

"Gross Revenues" does not include any gains from the sale or other

disposition of, or from any increase in the value of, capital

assets (including Qualified Investments, as hereinafter defined),

or any Tap Fees, as hereinafter defined.

"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

the System in the normal operation of its business and affairs.

"Investment Property" means any security (as said term is

defined in Section 165(g) (2) (A) or (B) of the Code), obligation,

annuity contract or investment-type property, excluding, however,

obligations the interest on which is excluded from gross income

under Section 103 of the Code for federal income tax purposes.

"Issuer" or "District" means the Shady Spring Public

~ervice District, a public corporation and political subdivision of

the State.
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"Loan Agreement" means the Water Pollution Control

Revolving Fund Loan Agreement dated March i, 1996, by and among

the Authority, the DEP and the Issuer providing for the purchase of

the Bonds from the Issuer by the Authority which are attached as

Exhibit B hereto and incorporated herein by reference.

"Net Proceeds" means the face amount of the Bonds, plus

accrued interest and premium, if any, less original issue discount,

if any, and less proceeds deposited in the Reserve Accounts. 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 Bonds, without regard to whether or

not such investment is made in tax-exempt obligations.

"Net Revenues" means the balance of the Gross Revenues

remaining after deduction of Operating Expenses, as hereinafter

defined.

"Nonpurpose Investment" means any Investment Property

which is acquired with the Gross Proceeds of the Bonds and is not

acquired in order to .carry out the governmental purpose of the

Bonds.

"Operating Expenses" means the reasonable, proper and

necessary costs of repair, maintenance and operation of the System,

as hereinafter defined 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 Projects, fees and expenses of the Authority,

fiscal agents, the Depository Bank, Registrar and Paying Agent,

other than those capitalized as part of the Costs of Projects,

payments to pension or retirement funds, taxes and such other

reasonable operating costs and expenses as should normally and

regularly be included under generally accepted accounting

principles; provided, that "Operating Expenses" does not include

payments on account of the principal of or redemption premium, if

any, or interest on the Bonds, charges for depreciation, losses

from the sale or other disposition of, or from any decrease in the

value of, capital assets, amortization of debt discount or such

miscellaneous deductions as are applicable to prior accounting

~eriods.
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"Original Bonds" or

$151,800 Shady Spring Public

Revenue Bond, Series 1996A.

~Bonds" means the not to exceed

Service District Sewerage System

"Outstanding," when used with reference to Bonds and as

of any particular date, describes all Bonds theretofore and

thereupon being authenticated and delivered except (i) any Bond

cancelled by the Bond Registrar at or prior to said date; (ii) any

Bond for the payment of which moneys, equal to its principal amount

and redemption premium, if applicable, with interest to the date of

maturity or redemption shall be in trust hereunder and set aside

for such payment (whether upon or prior to maturity); (iii) any

Bond deemed to have been paid as provided in Article X hereof; and

(iv) for purposes of consents, notices or other action by .a

specified percentage of Bondholders, any Bonds registered to the

Issuer.

"Parity Bonds" means additional Bonds issued under the

provisions and within the limitations prescribed by Section 7.08

hereof.

"Paying Agent".means the Commission.

"Prior Bonds" means the District’s Sewer Revenue Bonds

Series 1982A, dated August i, 1982, issued in the original

principal amount of $2,680,000, the District’s Sewer Revenue Bonds

Series 1982B issued in the original principal amount of $795,515

and the District’s Sewer Revenue Bonds Series 1994A issued in the

original amount of $170,532.

~Prior Resolution" means the Bond Resolution adopted by

the Board with respect to 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 and

hse as a member of the general public. All of the foregoing shall

be determined in accordance with the Code, including, without
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limitation, giving due regard to "incidental use," if any, of the

proceeds of the issue and/or proceeds used for "qualified

improvements," if any.

"Program" shall mean the planning and design of certain

extensions, additions, betterments and improvements to the sewerage

facility program coordinated through the capitalization grants

program established under the Clean Water Act and administered by

the DEP.

"Project" means the    planning and design of certain

extensions, additions, betterments and improvements to the sewerage

facility by the Issuer substantially as described in Exhibit A

attached hereto and incorporated herein by reference.

"PSC" means the Public Service Commission of West

Virginia and any successors to the functions thereof.

"PSC Order" means the recommended decision of the PSC in

Case No. 95-0598-PSD-PC which grants the Issuer approval of

financing and approval of rates.

"Qualified Investments" means and includes any of the

following:

(a) Government Obligations;

(b) Bonds, debentures, notes 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; the

Governmental National Mortgage Association; the Tennessee

Valley Authority or the Washington Metropolitan Area

Transit Authority;

(c) Any bond, debenture, note, participation

certificate or other similar obligation 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
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agency and backed by the full faith and credit of the

United States of America;

(d) Time accounts, (including accounts evidenced by

time certificates of deposit, time deposits or other

similar banking arrangements) which, to the extent not

insured by the FDIC, shall be secured by a pledge of

Government Obligations, provided, that such Government

Obligations pledged either must mature as nearly as

practicable coincident with the maturity of said time

account or must be replaced or increased so that the

market value thereof is always at least equal to the

principal amount of said time account;

(e) Money market funds or similar funds, the only

assets of which are investments of the type described in

paragraphs (a) through (d) above;

(f) Repurchase agreements,    fully secured by

investments of the types described in paragraphs (a)

through (d) 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 paid repurchase

agreements, and provided further that the owner of such

repurchase agreement shall have a prior perfected

security interest in the collateral therefor; must have

(or its agent must have) possession of such collateral;

and such collateral must be free of all claims by third

parties;

(g) The "consolidated fund" (or any distinct

portion thereof) managed by the West Virginia State Board

of Investments pursuant to Article 6, Chapter 12 of the

Code of West Virginia, 1931, as amended; and

(h) Advance-Refunded Municipal Bonds.
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"Renewal and Replacement Fund" means the Renewal and

Replacement Fund established or continued by Section 5.01(2).

"Reserve Account" means the account in the Sinking Fund,

as hereafter defined, created by Section 5.02(i) (a) and 5.02(2) (a)

hereof.

"Reserve Requirements" means as of any date of

calculation the maximum amount of principal and interest with will

become due on the Bonds in the then current or any succeeding year.

"Resolution" shall mean this Resolution, as from time to

time amended or supplemented.                                       ,

"Revenue Fund" means the Revenue Fund established or

continued by Section 5.01(1).

"SRF Administrative Fee" means any administrative fee

required to be paid pursuant to the Loan Agreements.

"SRF Regulations" means the regulations set forth in

Title 47, Series 31 of the West Virginia Code of State Regulations.

"Secretary" means the Secretary of the Governing Body of

the Issuer.

~Series 1982 A Bonds" means the Sewer Revenue Bonds of

Issuer described in Section 1.04(P) issued August I, 1982, in the

aggregate principal amount of $2,680,000.

"Series 1982 B Bonds" means the Sewer Revenue Bonds of

Issuer described in Section 1.04(P) issued August I, 1982 in the

original amount of $795,515.

"Series 1994 A Bonds" means the Sewer Revenue Bonds of

Issuer described in Section 1.104(P) issued June 8, 1994.

"Sinking Funds" mean the Sinking Funds established by

Section 5.02(1) and 5.02(2) hereof.

"State" means the State of West Virginia.
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"Supplemental Resolution" means any resolution of the

Issuer supplementing or amending this Resolution and, when preceded

by the article "the," refers specifically to the supplemental

resolution or resolutions authorizing the sale of the Bond;

provided, that any matter intended by this Resolution to be

included in the Supplemental Resolution with respect the Bond and

not so included may be included in another Supplemental Resolution.

"Surplus Revenues" means the Net Revenues not required by

this Resolution or the Prior Resolution to be set aside and held

for the payment of or security for the Bonds, the Prior Bonds or

any other obligations of the Issuer, including but not limited to

the Renewal and Replacement Fund, the Reserve Accounts and Sinking

Funds, the proceeds of which Bonds or other obligations are to be

used to pay Costs of the Projects.

"System" means the public service properties for the

collection, treatment, purification or disposal of liquid or solid

wastes, sewage or industrial wastes, owned by the Issuer, and any

improvements or extensions thereto, both within and without the

boundaries of the District, and shall include any extensions,

additions, betterments and improvements thereto, including the

facility, hereafter acquired or constructed for said sewerage

system from any sources whatsoever, both within and without said

District.

"Tap Fees" means the fees, if any, paid by prospective

customers of the System in order to connect thereto.

"Yield" means that yield which, when used in computing

the present worth of all payments of principal and interest (or

other payments in the case of Nonpurpose Investments which require

payments in a form not characterized as principal and interest) on

a Nonpurpose Investment or on the Bond, produces an amount equal to

the Purchase Price of such Nonpurpose Investment or the Bond, all

computed as prescribed in applicable Regulations.

Additional terms and phrases are defined in this

Resolution as they are used. Accounting terms not specifically

defined herein shall be given meaning in accordance with generally

~accepted accounting principles.
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Words importing singular number shall include the plural

number in each case and vice versa; words importing persons shall

include firms and corporations; and words importing the masculine,

feminine or neutral gender shall include any other gender.

The terms "herein," "hereunder," "hereby," "hereto,"

"hereof" and any similar terms refer to this Resolution; and the

term "hereafter" means after the date of adoption of this

Resolution.                           ~

Articles, sections and subsections mentioned by number

only are the respective articles, sections and subsections of this

Resolution so numbered.

Section 1.03.    Resolution Constitutes Contract.    In

consideration of the acceptance of the Bond 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 Bondholders 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 any and all such Bonds, all of which shall be of equal rank and

without preference, priority or distinction between any one Bond

and any other Bonds by reason of priority of issuance or otherwise,

except as expressly provided therein and herein.

Section 1.04. Findings.

and declared as follows:
It is hereby found, determined

A.    The Issuer is a public corporation and political

subdivision of the State in Raleigh County, West Virginia.

B.    The Issuer presently owns and operates a public

sewerage system.

C.    It is deemed necessary and desirable for the health

and welfare of the inhabitants of the Issuer that there be planned

and designed and then acquired and constructed, the Project,

consisting of certain improvements, extensions or betterments to

the existing System, as described in Exhibit A attached hereto at

tan estimated cost of $2,346,000, in accordance with plans and

~specifications to be prepared by the Consulting Engineers, which
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plans and specifications following approval by DEP will be on file

with the District.

D.    The estimated revenues to be derived in each year

after completion of the Project from the operation of the System

will be sufficient to pay all the costs of the operation and

maintenance of the System, the principal of and interest on the

Bonds and the Prior Bonds and all sinking funds, reserve accounts

and other payments provided for herein and in the PSC Order.

E.    The estimated maximum cost of the planning and

designs of the Project are $151,800, which will be permanently

obtained from the Bonds herein authorized. The Issuer may obtain

such other grants and contributions or from other sources as may be

necessary to pay Costs of the Projects.

F.    The period of usefulness of the System after

completion of the Projects will not be less than twenty (20) years.

G.    It is deemed necessary for the Issuer to issue its

sewerage revenue bonds in the aggregate principal amount of not

more than $151,800, initially to be represented by a single bond,

being the Shady Spring Public Service District Sewerage System

Revenue Bond, Series 1996A, to permanently finance the costs of

planning and designs of the Project. Said costs shall be deemed to

include the cost of all planning and designs deemed necessary or

convenient therefor; interest on the Bonds prior to and during

construction or acquisition and for six months following completion

of and the placing of construction of the Project; amounts which

may be deposited in the Reserve Account; engineering, fiscal agents

and legal expenses; expenses for estimates of cost and revenue;

expenses for plans, specifications and surveys; other expenses

necessary or incident to determining the feasibility or

practicability of the enterprise; administrative expense, any fees

or expenses of the Authority or DEP and any defaulted interest

thereon, commitment fees, discount, initial fees for the service of

registrars, paying agents, depositories or trustees or other costs

in connection with the sale of the Bond, and such other expenses as

may be necessary or incidental to the financing herein authorized,

the construction or acquisition of the Project, and the placing of

~the same in operation, and the performance of the things herein

required or permitted, in connection with any thereof; provided,
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that reimbursement to the Issuer for any amounts expended by it for

allowable costs prior to the issuance of the Bonds or the repayment

of the indebtedness incurred by the Issuer for such purposes shall

be deemed part of the Cost of the Project.

H.    It is in the best interests of the Issuer that the

Bonds be sold to the Authority pursuant to the terms and provisions

of the Loan Agreements.

I.    The Issuer has complied with all requirements of

West Virginia law relating to authorization of the planning and

designof the Project and the issuance of the Original Bonds for

the design phase of the Project. Following the planning phase of

the Project, the Issuer shall submit a pre-application to the

WVIJDC prior to completing the design portion of the Project. The

Issuer has obtained an order approving rates and approving

financing from the Public Service Commission of West Virginia by

final order, the time for rehearing and appeal of which will have

expired or will have been waived prior to the issuance of the

Original Bonds.

J.    The Issuer will not permit, at any time, any of the

proceeds of the Bond or any other funds of the Issuer to be used

directly or indirectly in a manner which would result in the

exclusion of the Bond from the treatment afforded by Section 103(a)

of the Code.

K.    The Issuer will file all statements, instruments and

returns necessary to assure the tax-exempt status of the Bond.

L.    The Bond will not be federally guaranteed within the

meaning of the Code.

the Bond

issuance.

will

It is reasonably anticipated that all proceeds of

be spent within three years from the date of

N.    There are outstanding obligations of the Issuer

which will rank either on a parity with or junior or subordinate to

the Bond as to liens, pledge and source of and security for

~payment, which obligations are designated and have the lien

~positions with respect to the Bond as follows:
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Designation Lien Position

Water Development Authority - Sewer

Revenue Bonds, Series 1982 A,

dated August i, 1982,, issued in the

original aggregate principal amount of

$2,680,000 (the ~Series 1982 A Bonds");

First Lien (Parity)

Water Development Authority - Sewer

Revenue Bonds, Series 1982 B dated
Augustl, 1982, issued in the original

principal amount of $795,515

(the "Series 1982 B Bonds");

First Lien (Parity)

Water Development Authority - Sewer

Revenue Bonds, Series 1994 A dated

June 6, 19, issued

in the original principal amount of

$170,532 (the "Series 1994 A Bonds").

First Lien (Parity)

The Series 1982 A Bonds, the Series 1982 B Bonds, and the

Series 1994 A Bonds are hreinafter called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior

Bonds with respect to the liens, pledge and source of and security

for payment and in all other respects the Issuer has complied with

the requirements for issuance of parity bonds in the Prior

Resolution. Other than the Prior Bonds, there are no outstanding

bonds or obligations of the Issuer which are secured by the

revenues or assets of the System.

O.    The Issuer has, by certification from an independent

certified public accountant, met the parity test of Section 7.07 of

the Prior Resolution.
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ARTICLE II

AUTHORIZATION OF PLANNING AND DESIGN OF THE PROJECT

Section 2,01. Authorization of Planning and Design

the Project. There is hereby authorized the design of plans and

specifications for the Project by the Consulting Engineers as

described in the Program application.

Section 2.02. Authorization of Extensions, Additions,
Betterments and Improvements.    There is hereby authorized the

acquisition and construction of the Project in accordance with

plans and specifications therefor prepared by the Consulting

Engineers, to be approved by DEP and the District and to be ~filed

in the office of the Board.

Prior to issuing the Bonds for the acquisition and

construction of the Project, the District must receive acceptable

bids or enter into contracts for the acquisition and construction

of the Project, compatible with the financing plan submitted to the

Program.

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND

SALE OF BOND; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01. Authorization of Bond. For the purposes

of financing a portion of the costs, not otherwise provided, of the

planning and design of the Project, funding a reserve account for

the Bond, and paying certain costs of issuance and related costs,

or any of such purposes as shall be specified in the Supplemental

Resolution, there shall be issued negotiable bonds of the Issuer

in an aggregate principal amount of not more than $151,800 for the

Series 1996A Bond.    Said Bonds shall be issued as one bond to be

designated "Shady Spring Public Service District Sewerage System

Revenue Bond, Series 1996A." Original Bonds shall be dated as of

the date of delivery thereof, shall bear such interest, shall

mature at such times, not exceeding twenty-one (21) years after the

date of issuance, and in such amount as shall be set out in

~Schedule X to the Loan Agreement and the Supplemental Resolution.

The Original Bonds shall not bear interest during the construction
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period but interest shall commence accruing on the completion date

as defined in the SRF Regulations, provided that the annual

repayment of principal and payment of interest shall begin not

later than one (i) year after the completion date. The repayment

of principal and interest on the Bonds shall be as set forth on

Schedule Y to the Loan Agreement. The Bonds shall contain such

other terms, provisions, conditions and limitations, all as

provided by this Resolution and each Loan Agreement and as the

Governing Board of the Issuer shall prescribe by resolution (or by

supplemental or amendatory Resolution of said Governing Board as

said Governing Board shall determine) adopted in connection with

the saie of such Bonds.

The Bonds shall be payable as to principal at the

principal office of the Paying Agent in any coin or currency which,

on the dates of payment of principal is legal tender for the

payment of public or private debts under the laws of the United

States of America. Interest on the Bonds shall be paid by check or

draft mailed to the registered owner thereof at the address as it

appears on the books of the Bond Registrar, provided, that so long

as the Authority is the owner thereof, interest on the Bonds may be

paid by wire transfer or other methods satisfactory to the Issuer,

the Paying Agent and the Authority.

Unless otherwise provided by the Supplemental Resolution,

the Bond shall be issued in the form of a single bond, fully

registered to the Authority, with a record of advances and a

payment record attached, representing the aggregate principal

amount, and shall mature in principal installments, all as provided

in the Loan Agreement and said Supplemental Resolution. Bonds

shall be exchangeable at the option and expense of the Bondholder

for other fully registered Bond in aggregate principal amount equal

to the amount of said Bonds then Outstanding, with principal

installments or maturities, as applicable, corresponding to the

dates of payment of principal installments of said Bonds; provided,

that the Authority shall not be obligated to pay any expenses of

such exchange.

Subsequent series of bonds may be issued in fully

registered form, in the denomination of $5,000 or any integral

multiple thereof, all as determined by a Supplemental Resolution.
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Said Bonds shall be dated as of the date specified in said

Supplemental Resolution and shall bear interest from such date.

Section 3.02. [Reserved]

Section 3.0~.. Additional Terms of Bond. In addition to
the terms set forth in Section 3.01 hereof and in anticipation of

the sale of the Bonds to the Authority, the District covenants that

the Bonds shall comply in all respects with the provisions of each

Loan Agreement and of any resolution of the Authority and/or DEP.

Section 3.04. Ex@¢ution of Bond. The Bonds shall be

executed in the name of the Issuer by the Chairman, and the seal of

the Issuer shall be affixed thereto or imprinted thereon and

attested by the Secretary-Treasurer. In case any one or more of

the officers who shall have signed or sealed any of the Bonds shall

cease to be such officer of the Issuer before the Bonds so signed

and sealed have been actually sold and 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 Series 1996A Bond

has 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 Bond shall hold the proper office in the

Issuer, although at the date of such Bond such person may not have

held such office or may not have been so authorized.

Section 3.05. Authentication and Registration. No 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 forms set forth in Section 3.10, shall have

been manually executed by the Bond 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 on any Bond shall be deemed to have

been executed by the Bond Registrar if manually signed by an

authorized officer of the Bond Registrar, but it shall not be

necessary that the same officer sign the Certificate of

Authentication and Registration on all of the Bonds issued

hereunder.
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Section 3.06. Negotiability, Transfer and RegistratiQn.

Subject to the provisions for transfer of registration set forth

below, the Bonds shall be and have all of the qualities and

incidents of negotiable instruments under the Uniform Commercial

Code of the State, and each successive Holder in accepting any of

said Bonds shall be conclusively deemed to have agreed that such

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 Bond shall be incontestable in the

hands of a bona fide holder for value.

So long as any of the Bonds remain Outstanding, the

Issuer, through the Bond Registrar, shall keep and maintain books

for the registration and transfer of the Bonds.

The Bond shall be transferable only upon the books of the

Bond Registrar, by the Registered Owner thereof in person or by his

attorney duly authorized in writing, upon surrender thereto

together with a written instrument of transfer satisfactory to the

Bond Registrar duly executed by the Registered Owner or his duly

authorized attorney.

In all cases in which the privilege of exchanging the

Bonds or transferring the Bonds is exercised, the Bonds shall be

delivered.in accordance with the provisions of this Resolution.

All Bonds surrendered in any such exchanges or transfers shall

forthwith be cancelled by the Bond Registrar.    For every such

exchange or transfer of Bond, the Bond 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 exchange or

transfer and the cost of preparing each new Bond upon each exchange

or transfer, and any other expenses of the Bond Registrar incurred

in connection therewith, which sum or sums shall be paid by the

Issuer. The Bond Registrar shall not be obligated to make any such

exchange or transfer of the Bonds during the period commencing on

the fifteenth day of the month preceding an interest payment date

on the Bonds or, in the case of any proposed redemption of Bonds,

next preceding the date of the selection of the Bonds to be

redeemed, and ending on such interest payment date or redemption

date.
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Section 3.07.    Bonds Mutilated, Destroyed, Stolen or
Lost. In case any Bond shall become mutilated or be destroyed,

stolen or lost, the Issuer may, in its discretion, issue, and the

Bond Registrar shall, if so advised by the Issuer, authenticate and

deliver, a new Bond of the same series and of like tenor as the

Bonds so mutilated, destroyed, stolen or lost, in exchange and

substitution for such mutilated Bond, upon surrender and

cancellation of such mutilated Bond, or in lieu of and substitution

for the Bond destroyed, stolen or lost, and upon the Holder’s

furnishing proof of its 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 and the Bond Registrar may incur.    All Bonds so

surrendered shall be cancelled by the Bond Registrar and held for

the account of the Issuer. If any such Bond 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 Bond be lost, stolen or destroyed, without surrender

thereof.

Any such duplicate Bonds issued pursuant to this Section

shall constitute original, additional contractual obligations on

the part of the Issuer, whether or not the lost, stolen or

destroyed Bonds be at any time found by anyone, and such duplicate

bonds shall be entitled to equal and proportionate benefits and

rights as to lien and source of security for payment from the

revenues pledged herein with all other bonds issued hereunder.

Section ~[08.    Bond_~ not to be Indebtedness of th~

Issuer. The Bonds shall not, in any event, be or constitute an

indebtedness of the Issuer within the meaning of any constitutional

or statutory provision or limitation, but shall be payable solely

from the Net Revenues derived from the operation of the System as

herein provided and amounts, if any, in the Reserve Account. No

Holder or Owners of any of the Bonds shall ever have the right to

compel the exercise of the taxing power, if any, of the Issuer to

pay the Bonds or the interest thereon.

Section 3.09. Bonds Secured ~ Pledge of Net Revenues.
The payment of the debt service on all the Bonds shall be secured

~forthwith equally and ratably with each other by a first lien on

¯ the Net Revenues derived from the System on a parity with the lien
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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 on and other payments for the Prior Bonds and the

Bonds and to make the payments into the Sinking Funds, the Reserve

Account therein and in the Renewal and Replacement Fund hereinafter

continued or established and to make the payments requested by this

Resolution and the Prior Resolution, and are hereby irrevocably

pledged to the payment of the principal of and any interest on the

Bonds as the same become due.

Section 3.10. Form of Serie~ 1996A Bond.    The text of

the Series 1996A Bond shall be in substantially the following form,

with such omissions, insertions and variations as may be necessary

and desirable and authorized or permitted hereby, or by any

Supplemental Resolution adopted prior to the issuance thereof.

-23 -



[Form of Series 1996A Bond]

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT

SEWERAGE SYSTEM REVENUE BOND, SERIES 1996A

No. AR-I $151,800

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC

SERVICE DISTRICT, a 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 special funds provided therefor, as hereinafter set forth, to

the West Virginia Water Development Authority (the "Authority") or

registered assigns the sum of One Hundred Fifty-OnerThousand

Dollars ($151,800), or such lesser amount as shall have been

advanced to the Issuer hereunder and not previously repaid, as set

forth in the "Record of Advances" attached as Exhibit A hereto and

incorporated herein by reference, in installments on the ist day of

December, the ist day of March, the Ist day of June and the Ist day

of September in each year beginning December i, 1996, as set forth

on the "Schedule of Annual Debt Service" attached as Exhibit B

hereto and incorporated herein by reference, with interest on each

installment at the rate of two percent (2%) per annum as set forth

on said Exhibit B.

Principal installments of this Bond are payable in any

coin or currency which, on the respective dates of payment of

principal, is legal tender for the payment of public and private

debts under the laws of the United States of America, at the office

of the West Virginia Municipal Bond Commission, Charleston, West

Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of

maturity in whole or in part, but only with the express written

consent of the Authority and the West Virginia Division of

Environmental Protection, a division of the West Virginia Bureau of

Environment (the "DEP"), and upon the terms and conditions

prescribed by, and otherwise in compliance with, the Loan Agreement

dated March I, 1996, among the Authority, the DEP and the Issuer.
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This is issued in the aggregate principal amount of

$151,800 (i) to pay the costs of planning and design of certain

improvements and extensions to the existing sewerage system of the

Issuer (the "Project"), and (ii) to pay certain costs of issuance

hereof and related costs. This Bond is issued under the authority

of and in full compliance with the Constitution and statutes of the

State of West Virginia, including particularly Chapter 16, Article

13A of the Code of West Virginia, 1931, as amended (the "Act"), a

Resolution duly adopted by the Issuer on the 15th day of April,

1996, and a Supplemental Resolution adopted by the Issuer on the

15th day of April, 1996 (collectively called the "Resolution"), and

is subject to all the terms and conditions thereof. The Resolution

provides for the issuance of additional bonds under certain

conditions, and such bonds would be entitled to be paid and secured

equally and ratably from and by the funds and revenues and other

security provided for the Bonds under the Resolution.

THIS BOND RANKS EQUALLY AS TO LIEN AND SECURITY WITH THE

PRIOR BONDS, AS DEFINED IN THE RESOLUTION.

This Bond is payable only from and secured by a pledge of

the Net Revenues (as defined in the Resolution) to be derived from

the operation of the System on a parity with the pledge of Net

Revenues in favor of the holders of the Prior Bonds, and moneys in

the Reserve Account created under the Resolution and unexpended

proceeds of the Bond (the "Bond Proceeds").    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 which 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 or statutory provisions or

limitations, nor shall the Issuer be obligated to pay the same or

the interest thereon except from said special fund provided from

the Net Revenues, the moneys in the Reserve Account and unexpended

Bond Proceeds.     Pursuant to the Resolution, the Issuer has

covenanted and agreed to establish and maintain just and equitable

rates and charges for the use of the System and the services

rendered thereby, which shall be sufficient to provide for the

reasonable expenses of operation, repair and maintenance of the

System, and to leave a balance each year equal to at least 115% of

the amount required to pay the maximum amount due in any ensuing

¯ fiscal year of principal of and interest, if any, on all
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obligations on a parity with or prior to the Bonds including the

Prior Bonds, payable from such revenues, provided however, that so

long as there exists in the Reserve Account an amount equal to the

maximum amount of principal and interest which will become due on

said Bond in the then current year or any succeeding year and the

reserve account for any other obligations outstanding on a parity

with the Bond including the Prior Bonds, is funded at an amount at

least equal to the requirement therefor, such percentage may be

reduced to 110%.    The Issuer has entered into certain further

covenants with the registered owners of the Bonds for the terms of

which reference is made to the Resolution. Remedies provided the

registered owners of the Bonds are exclusively as provided in the

Resolution, to which reference is here made for a detailed

description thereof.

Subject to the registration requirements set forth

herein, this Bond is transferable, as provided in the Resolution,

only upon the books of the Bank One, National Association, as

registrar (the ~Registrar") by the Registered Owner, or by its

attorney duly authorized in writing, upon the surrender of this

Bond together with a written instrument of transfer satisfactory to

the Registrar duly executed by the Registered Owner or its attorney

duly authorized in writing.

Subject to the registration requirements set forth

herein, this Bond under the provision of the Act is, and has all

the qualities and incidents of, a negotiable instrument under the

Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after

reimbursement and repayment of all amounts advanced for preliminary

expenses as provided by law, shall be applied solely to the payment

of the costs of the Project described in the Resolution, and there

shall be and hereby is created and granted a lien upon such moneys,

until so applied, in favor of the owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all

acts, conditions and things required to exist, happen and be

performed precedent to and in the issuance of this Bond have

existed, have happened, and have been performed in due time, form
Sand manner as required by law, and that the amount of this Bond,

-together with all other obligations of the Issuer, does not exceed
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any limit prescribed by the Constitution or statutes of the State

of West Virginia and that a sufficient amount of the 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, resolutions and

statutes under which this Bond is issued shall be deemed to be a

part of the contract evidenced by this Bond to the same extent as

if written fully herein.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, SHADY SPRING 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-Treasurer, and has caused this Bond to be dated

, 1996.

[SEAL]

Chairman

ATTEST:

Secretary
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1996A Bonds described in
the within-mentioned Resolution and has been duly registered in the

name of the Registered Owner set forth above, as of the date set

forth below.

Date:’ , 1996

BANK ONE, NATIONAL ASSOCIATION
as Registrar

By
Its Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1) $
(2) $
(3) $
(4) $
(5) $
(6) $

(7) $
(8) $
(9) $
(10) $
(11) $
(12) $

TOTAL $
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EXHIBIT B

SCHEDULE OF ANNUAL DEBT SERVICE
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Form of Assignment

FOR VALUE RECEIVED, the undersigned sells, assigns, and

transfers unto

the within Bond and does hereby irrevocably constitute and appoint
, Attorney to transfer said

Bond on the books kept for registration thereof with full power of

substitution in the premises.

Dated: ,

In the presence of:
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Section 3.11. Sale of Qrigin~l Bonds; Ratification and

Execution of Loan Agreements with Authority and DEP. The Bonds for

each phase shall be sold to the Authority pursuant to the terms and

conditions of the respective Loan Agreements. If not so authorized

by previous resolution, the Chairman is specifically authorized and

directed to execute each Loan Agreement and the Secretary-Treasurer

is directed to affix the seal of the Issuer thereto, attest the

same and deliver each Loan Agreement to the Authority, and any such

prior execution and delivery of the Loan Agreements are hereby

authorized, ratified and approved.

Section 3.12. Certificate of Consulting Engineers. Prior

to the issuance of the Bonds, the Issuer must obtain the

certificate of the Consulting Engineers in the form attached to the

Loan Agreements to the effect that the Project have been or will be

planned and designed as provided in the Engineering Services

Agreement titled, dated                        , between the Issuer and

the Consulting Engineers and the Loan Agreements.
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ARTICL~ IV

[RESERVED]
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ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment of Fund~ and Account~ with

Depository Bank.    The following special funds or accounts are

created with and shall be held by the Depository Bank separate and

apart from all other funds or accounts of the Depository Bank and

from each other (or continue pursuant to Prior Resolution):

(i) Revenue Fund;

(2) Renewal and Replacement Fund;

(3) Bond Construction Trust Funds and therein.

(a) Series A Subaccount

Section 5.02. Establishment of F__unds ~nd Accounts with
Commission. The following special funds or accounts are hereby

established with the Commission:

(i) Series 1996A Bond Sinking Funds;

(a) Within the Series 1996A Bond Sinking

Funds, the Series 1996A Bond Reserve

Account.

Section 5.03. System Revenues;.Flo~w of Fun~. A. The

entire Gross Revenues derived from the operation of the System

shall be deposited upon receipt in the Revenue Fund created

pursuant to Section 5.03 of the Prior Resolution and which is

continued hereby. The Revenue Fund shall constitute a trust fund

for the purposes provided in this Resolution and shall be kept

separate and distinct from all other funds of the Issuer and the

Depository Bank and used only for the purposes and in the manner

therein and herein provided.    As long as the Prior Bonds are

Outstanding, the Issuer shall make the payments required by Section

5.03A of the Prior Resolution and simultaneously make the payments

set forth hereinafter.
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(i) The Issuer shall, each month, transfer from the

Revenue Fund an amount sufficient to pay current

Operating Expenses of the System.

(2) The Issuer shall first, on the first day

of each month simultaneously with the payment

required by Section 5.03A(2) of the Prior

Resolution, commencing 4 months prior to the first

date of payment of interest on the Series 1996A

Bond, apportion and set apart out of the Revenue

Fund and remit to the Commission for deposit in the

Series 1996A Bond Sinking Fund, a sum equal to

i/3rd of the amount of interest which will mature

and become due on said Series 1996A Bond on the

next ensuing quarterly payment date; provided that,

in the event the period to elapse between the date

of such initial deposit in the Series 1996A Bond

Sinking Fund and the next quarterly payment date is

less than 4 months, then such monthly payments

shall be increased proportionately to provide, one

month prior to the next quarterly payment date.

(3) The Issuer shall first, on the first day

of each month simultaneously with the payment

required by Section 5.03A(3) of the Prior

Resolution, commencing 4 months prior to the first

date of payment of principal on the Series 1996A

Bond, apportion and set apart out of the Revenue

Fund and remit to the Commission for deposit in the

Series 1996A Bond Sinking Fund, a sum equal to

i/3rd of the amount of principal which will mature

and become due on said Series 1996A Bond on the

next ensuing quarterly principal payment date;

provided that, in the event the period to elapse

between the date of such initial deposit in the

Series 1996A Bond    Sinking Fund and the next

quarterly principal payment date is less than 4

months, then such monthly payments shall be

increased proportionately to provide, one month

prior to the next quarterly principal payment date,

the required amount of principal coming due on such

date.
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The Issuer shall complete the "Monthly Payment

Form," the form of which is attached to each Loan

Agreement as Exhibit F, and submit a copy of said

form along with a copy of its remittance checks to

the Authority by the 5th day of such calendar

month.

(4) The Issuer shall next transfer from the

Revenue Fund and pay to the Commission the amounts

required on the first day of each month, commencing

3 months prior to the first date of payment of

principal    of    the    Series    1996A Bond    and

simultaneously with the payment by Section 5.03A(4)

of the Prior Resolution, if not fully funded upon

issuance of the Series 1996A Bond, apportion and

set apart out of the Revenue Fund and remit to the

Commission for deposit in the Series 1996A Reserve

Account, an amount equal to 1/120 of the Series

1996A Reserve Requirement; provided, that no

further payments shall be made into the Series

1996A Reserve Account when there shall have been

deposited therein, and as long as there shall

remain on deposit therein, an amount equal to the

Series 1996A Reserve Requirement.

(5) The Issuer shall next, from the moneys

remaining in the Revenue Fund, on the first day of

each month, transfer to the Renewal and Replacement

Fund a sum equal to 2 1/2% of the Gross Revenues

each month, exclusive of any payments for account

of any Reserve Account (such amount to be inclusive

with Section 5.03A(5) of the Prior Resolution, not

in addition to).    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 VIII 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 the Series 1996A Bond Reserve

Account [except to the extent such deficiency
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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 moneys from the Renewal and

Replacement Fund.

Moneys in the Series 1996A Bond Sinking Fund

shall be used only for the purposes of paying

principal of and interest on the Series 1996A Bond

as the same shall become due. Moneys in the Series

1996A Bond Reserve Account in the Sinking Fund

shall be used only for the purpose of paying

principal of or interest on the Series 1996A Bond

as the same shall come due, when other moneys in

the Sinking Funds are insufficient therefor, and

for no other purpose.     Except for the funds

required to be deposited in the Rebate Fund, all

investment earnings on moneys in the Reserve

Account shall be transferred, not less than once

each year, to the Bond Construction Trust Fund

prior to completion of the Projects and thereafter,

to the Sinking Funds.

Any withdrawals from the Reserve Account which

result in a reduction in the balance of the Reserve

Account to an amount below the Reserve Requirement

shall be subsequently restored from the first Net

Revenues available after all required payments to

the Sinking Funds for payment of debt service on

the Bond have been made in full.

B.    As and when additional Bonds ranking on a parity

with the Original Bonds are issued, provision shall be made for

additional payments into the Sinking Funds sufficient to pay any

interest on such additional Bonds and accomplish retirement thereof

at maturity and to accumulate a balance in the Reserve Account in

an amount equal to the Reserve Requirements.

The Commission is hereby designated as the fiscal agent
~for the administration of the Sinking Funds created hereunder, and

all amounts required for said Sinking Funds shall be remitted to
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the Commission from the Revenue Fund by the Issuer at the times

provided herein.

The payments into the Sinking Funds shall be made on the

first day of each month, except that when the first day of any

month shall be a Sunday or legal holiday then such payments shall

be made on the next succeeding business day, and all such payments

shall be remitted to the Commission with appropriate instructions

as to the custody, use and application thereof consistent with the

provisions of this Resolution.

Moneys in the Reserve Account shall be. invested and

reinvested by the Commission in accordance with Article ~VIII

hereof.

The Sinking Funds, including the Reserve Account therein,

shall be used solely and only for, and is hereby pledged for, the

purpose of servicing the Bonds and any additional Bonds ranking on

a parity with them that may be issued and Outstanding under the

conditions and restrictions hereinafter set forth.

C.    Whenever all of the required and provided transfers

and payments from the Revenue Fund into the several special funds,

as hereinabove provided, are current and there remains in said

Revenue Fund a balance in excess of the estimated amounts required

to be so transferred and paid into the Sinking Funds, including the

Reserve Account therein, and the Renewal and Replacement Fund

during the following month or such longer period as shall be

required by the Act, such excess shall be considered as surplus

revenues (the "Surplus Revenue"). Surplus Revenues may be used for

any lawful purpose of the Issuer.

D.    The Issuer shall remit from the Revenue Fund to the

Commission or the Depository Bank, on such dates as the Commission

or the Depository Bank, as the case may be, shall require, such

additional sums as shall be necessary to pay any Depository Bank’s

charges then due. The Issuer shall also remit from the Revenue

Fund to the Authority, on such dates as the Authority and the DEP

shall require, the Issuer’s allocable share of reasonable

administrative expenses of the Authority relating to the Program,
~if any.
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E.    The moneys in excess of the maximum amounts insured

by FDIC in the Revenue Fund and the Renewal and Replacement Fund

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.

F.    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.

G.    All remittances made by the Issuer to the Commission

shall clearly identify the fund or account into which each amount

is to be deposited.

H.    The Gross Revenues of the System shall only be used

for purposes of the System.

I.    The Issuer shall each month, on the day set forth in

Section 5.03A(2) hereof (if such day is not a business day, then

the next succeeding business day), deposit with the Commission the

SRF Administrative Fee as set forth in the Schedule Y attached to

each Loan Agreement.

Section 5.04.. Excess Bond. Proceeds. The Issuer shall

place any proceeds from the Bonds not required for the Project

Costs in the respective Reserve Account to the extent that the

balances therein are not equal to the respective Reserve

Requirements.

ARTICLE VI

APPLICATION OF ORIGINAL BOND PROCEEDS, FUNDS AND ACCOUNTS

Section 6.01. Application of Original Bond Proceeds.

The moneys derived from the sale of the. Original Bonds shall be

deposited by the Issuer as received from time to time in the

appropriate subaccount in the Bond Construction Trust Fund

established in Section 5.01(3) hereof.
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The Depository Bank shall act as a trustee and fiduciary

for the Bondholders with respect to the Bond Construction Trust

Fund and shall comply with all requirements with respect to the

disposition of the Bond Construction Trust Fund set forth in this

Resolution. Except with respect to any transfers to the Rebate

Fund, moneys in the Bond Construction Trust Fund shall be used

solely to pay Costs of the Projects and until so transferred or

expended, are hereby pledged as additional security for the Bonds.

$~¢tion 6.02. Disbursements From the Bond Construction

Trust F~und. On or before the Closing Date, the Issuer shall have

delivered to the Authority and DEP a report listing the specific

purposes for which the proceeds of the Bonds will be expended and

the disbursement procedures for such proceeds, including an

estimated monthly draw schedule.    Payments for Costs of the

Projects shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements

from the Bond Construction Trust Fund shall be made only after

submission to, and approval from, the Authority and the DEP of the

following:

(i) A "Payment Requisition Form," attached to each Loan

Agreement as Exhibit C, and

(2) A certificate, signed by the Chairman and the

Consulting Engineers, stating:

(A) That none of the items for which the payment is

proposed to be made has formed the basis for any

disbursements theretofore made;

(B) That each item for which the payment is

proposed to be made is or was necessary in connection

with the Projects and constitutes a Cost of the Projects;

(C) That each of such costs has been otherwise

properly incurred; and

(D) That payment for each of the items proposed is

then due and owing.
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In case any contract provides for the retention of a

portion of the contract price, the Issuer shall disburse from the

Bond Construction Trust Fund only the net amount remaining after

deduction of any such portion. All payments made from the Bond

Construction Trust Fund shall be presumed by the Depository Bank to

be made for the purposes set forth in said certificate, and the

Depository Bank shall not be required to monitor the application of

disbursements from the Bond Construction Trust Fund.     The

Consulting Engineers shall from time to time file with the

Depository Bank~written statements .advising the Depository Bank of

its then authorized representative.

Pending such application, moneys in the Bond Construction

Trust Fund, including any accounts therein, shall be invested and

reinvested in Qualified Investments at the written direction of the

Issuer.

Prior to the payment of design costs of Project, the

Issuer shall receive approval from the WVIJDC and DEP.

ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01.~ General Covenants of th~ Issuer. All the

covenants, agreements and provisions set forth in 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 owner or owners of the Bond as if they were set

forth in full in this Resolution.    In addition to the other

covenants, agreements and provisions of this Resolution, the Issuer

hereby covenants and agrees with the owners of the Bond as

hereinafter provided in this Article VII.    All such covenants,

agreements and provisions shall be irrevocable, except as provided

herein, as long as any of said Bonds, or the interest thereon, is

Outstanding and unpaid.

Section 7.02. Bond not to be Indebtedness of the Issuer.

The Bond shall not be nor 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

funds pledged for such payment by this Resolution. No Holder or
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Owners of any Bond shall ever have the right to compel the exercise

of the taxing power, if any, of the Issuer to pay said Bond or the

interest thereon.

Section 7,03. Bonds Secured b~ pledge of Net R~venu~s.

The payment of the debt service of the Original Bonds issued

hereunder shall be secured forthwith equally and ratably by a first

lien on the Net Revenues derived from the operation of the System

on a parity with the lien on such Net Revenues in favor of the

Prior Bonds. The Revenues derived from the System, in an amount

sufficient to pay the principal of the Bonds herein authorized and

to make the payments into the Sinking Funds, including the Reserve

Account therein, and all other payments provided for in the Prior

Resolution and this Resolution are hereby irrevocably pledged, in

the manner provided herein, to the payment of the principal of and

interest on the Bonds as the same become due, and for the other

purposes provided in this Resolution.

Section 7.04. Rates. Prior to issuance of the Original

Bond, equitable rates or charges for the use of and service

rendered by the System will be established all in the manner and

form required by law, and copies of such rates and charges so

established will be continuously on file with the Secretary, which

copies will be open to inspection by all interested parties. The

schedule of rates and charges shall at all times be adequate to

produce Gross Revenues from said System sufficient to pay Operating

Expenses and to make the prescribed payments into the funds created

hereunder     Such schedule of rates and charges shall be changed

and readjusted whenever necessary so that the aggregate of the

rates and charges will be sufficient for such purposes. The Issuer

shall take the necessary actions with respect to the imposition of

rates at such times and with such provisions with respect to

interest rate and maturity of the Bond to finance the issuance of

the Bond as the purchaser thereof shall require.    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 (i) to provide for all reasonable expenses of

operation, repair and maintenance of the System and (ii) to leave

a balance each Fiscal Year equal to at least 115% of the maximum

-amount required in any succeeding Fiscal Year for payment of
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principal of and interest on the Bond; provided that, in the event

that an amount at least equal to or in excess of the Reserve

Requirement is on deposit in the Reserve Account and is funded at

least at the requirement provided for in the Resolution, such

balance each Fiscal Year need only equal at least 110% of the

maximum amount required in any succeeding Fiscal Year for payment

of principal of and interest on the Original Bond.

The Issuer hereby adopts the rates and charges set forth

in the PSC Order and attached hereto as Exhibit C and incorporated

herein .by reference.

Section 7.05.    Completion, Operation and Maintenance;

Schedule of Cost.    The Issuer will expeditiously complete the

Projects and will maintain the System in good condition and will

operate the same as a revenue-producing enterprise in an efficient

and economical manner, making such expenditures for equipment and

for renewal, repair and replacement as may be proper for the

economical operation and maintenance thereof from the revenues of

said System in the manner provided in this Resolution.

Upon completion of the Projects, the Issuer shall file

with the Authority a schedule in substantially the form of Amended

Schedule A to the Program loan application, setting forth the

actual costs of the Projects and sources of funds therefor.

Section 7.06. Sale of the System. Except as otherwise

required by law and the terms of the Prior Resolution, 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 or redeem

at or prior to maturity all the Bonds and Bonds Outstanding, or to

effectively defease this Resolution in accordance with Sections

i0.01 hereof. The proceeds from any such sale, mortgage, lease or

other disposition of the System shall be immediately remitted to

the Commission for deposit in the appropriate Sinking Funds, and

the Issuer shall direct the Commission to apply such proceeds to

the payment of principal at maturity of and interest on the Bonds

about to mature and to the redemption prior to maturity at the

earliest date permitted hereby and at the redemption price, of all

other Outstanding Bonds.     Any balance remaining after the

redemption or payment of all the Bonds and interest thereon shall
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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, 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 $i0,000, the Issuer shall, by resolution, determine that such

property comprising a part of the System is no longer necessary,

useful or profitable in the operation thereof and may then provide

for the sale of such property. The proceeds of any such sale shall

be deposited in the Renewal and Replacement Fund. If the amount to

be received from such sale, lease or other disposition of said

property, together with all other amounts received during the same

Fiscal Year for such sales, leases or other dispositions of such

properties, shall be in excess of $I0,000 but not in excess of

$50,000, the Issuer shall first, in writing, 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

$i0,000 and not in excess of $50,000, shall, upon receipt of

approval of the Registered Owners, if needed, be remitted by the

Issuer to the Commission for deposit in the appropriate Sinking

Funds and shall be applied only to the purchase or redemption of

Bonds of the last maturities then Outstanding at prices not greater

than the applicable redemption price, or, if not redeemable, par,

or otherwise in the Renewal and Replacement Fund. The payment of

such proceeds into the Sinking Funds or the Renewal and Replacement

Fund shall not reduce the amounts required to be paid into said

funds by other provisions of this Resolution.
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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 $50,000 and insufficient

to pay or redeem prior to maturity all Bonds then Outstanding

without the prior approval and consent in writing of the Owners, or

their duly authorized representatives, of sixty-six and two-thirds

percent (66 2/3%) in amount of the Bonds then Outstanding. The

Issuer shall prepare the form of such approval and consent for

execution by the then Registered Owners of the Bonds for the

disposition of the proceeds of the sale, lease or other disposition

of such properties of the System.

Section 7,07. Issuance o__~fO__~her Obligations Payable Out
of Revenues and General Covenant Against Encumbrances. So long as

any of the 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 Bonds;

provided, however, that Parity Bonds may be issued as provided for

in Section 7.08 hereof. All obligations hereafter issued by the

Issuer payable from the revenues of the System, except such Parity

Bonds, shall contain an express statement that such obligations are

junior and prior, as to lien on and source of and security for

payment from such revenues and in all other respects, to the Bonds;

provided, that no such prior obligations shall be issued unless all

payments required to be made into the Reserve Account and the

Renewal and Replacement Fund at the time of the issuance of such

prior 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 respective liens of the Bonds, and the interest

thereon, upon any of the income and revenues of the System pledged

for payment of the Bond and the interest thereon in this

Resolution, or upon the System or any part thereof.

The Issuer shall give the Authority and the DEP prior

~written notice of its issuance of any other obligations to be

.issued for the System, payable from the revenues of the System or
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from any grants for the Projects, or any other obligations related

to the Projects or the System.

S~ction 7.08. Parity Bonds. A. No Parity Bonds payable

out of the Net Revenues of the System may be issued without the

prior written consent of the Authority and DEP. No Parity Bonds

payable out of the revenues of the System shall be issued after the

issuance of any Bonds pursuant to this Resolution, except under the

conditions and in the manner herein provided.

No Parity Bonds shall be issued except for the purpose of

financing the costs of the acquisition or construction of

extensions, additions, betterments or improvements to the System or

refunding the entirety of one or more issues or series of bonds or

both such purposes.

No Parity Bonds shall be issued at any time, however,

unless and until there has been procured and filed with the

Secretary a written statement by Independent Accountants, based

upon the necessary investigation and certification by the

Consulting Engineers, reciting the conclusion that the net revenues

actually derived, subject to the adjustments hereinafter provided,

from the System during any twelve (12) consecutive months within

the eighteen (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

(3) succeeding years after the completion of the improvements to be

financed by such additional Parity Bonds, shall not be less than

one hundred fifteen percent (115%) of the maximum debt service in

any succeeding year on the following:

(i) 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 (3) succeeding years," as that

~term is used in the computation provided in the above paragraph,

shall refer only to the increased net revenues estimated to be
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derived from any increase in rates enacted by the Issuer, the time

for appeal of which shall have 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 Consulting Engineers, which shall

be filed in the office of the Secretary prior to the issuance of

such additional Parity Bonds.

The Net Revenues actually derived from the System during

the twelve (12) consecutive month period hereinabove referred to

may be adjusted by adding to such net revenues such additional net

revenues which would have been received, in the opinion of the

Consulting Engineers and the Independent Accountants as stated in

a certificate jointly made and signed by the Consulting Engineers

and the Independent Accountants, on account of increased rates,

rentals, fees and charges for the System enacted by the Issuer, the

time for appeal of which shall have expired prior to issuance of

such Parity Bonds.

Not later than simultaneously with the delivery of such

Parity Bonds, the Issuer shall have entered into written contracts

for the immediate acquisition or construction of such extensions,

additions, betterments or improvements to the System which are to

be financed by such Parity Bonds.

All the 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

owners of the Original Bonds and the owners of any Parity Bonds

subsequently issued from time to time within the limitations of and

in compliance with this Section. All the Bonds, regardless of the

time or times of their issuance shall rank equally with respect to

their respective liens on the revenues of the System, and their

respective sources of and security for payment from said revenues,

without preference of any Bond over any other. The Issuer shall

comply fully with all the increased payments into the various funds

created in this Resolution required for and on account of such

additional Bonds, in addition to the payments required for Bonds

theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes,

~certificates or other obligations subsequently issued, the lien of

which on the revenues of the System is subject to the prior and
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superior lien 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, equally, as to lien on and source of and security for

payment from such revenues, with the Bond.

No Parity Bonds shall be issued at any time, however,

unless all the payments into the respective funds and accounts

provided for in this Resolution on account of the Bonds then

Outstanding, and any other payments provided for in this

Resolution, shall have been made in full as required to the date of

delivery of the Parity Bonds, and the Issuer shall then be in, full

compliance with all the covenants, agreements and terms of this

Resolution.

B.    Notwithstanding the foregoing, the Issuer may issue

Parity Bonds without compliance with any other conditions for the

purpose of refunding prior to maturity any issues or series of the

Bonds, provided that the annual debt service required on account of

the refunding Bonds and the Bonds which are not refunded shall not

be greater in any year in which the Bonds not refunded and the

refunding Bonds are to be Outstanding than the annual debt service

required in such year if the Bonds to be refunded were not so

refunded.

With the written consent in advance of the Authority and

DEP and anything to the contrary in this Section 7.08

notwithstanding, Parity Bonds may be authorized and issued by the

Issuer pursuant to Supplemental Resolution solely to complete the

Projects as described in the Issuer’s Program application to the

Authority and DEP in accordance with the plans and specifications,

in the event that the Original Bonds should be insufficient,

together with other funds lawfully available therefor, to pay all

costs of acquisition and construction of the Projects; provided,

however, that, prior to the issuance of such Parity Bonds under the

provisions of this paragraph, the Consulting Engineers shall file

with the Secretary a certificate to the effect that additional

funds are necessary for such purpose.    All such Parity Bonds

authorized and issued under the provisions of this paragraph shall

~be limited to the aggregate principal amount required to make up

any deficiency in funds for payment of the construction costs to
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complete the Projects, and the maturities of any such Parity Bonds

shall be in years and amounts suggested by the Authority.

Section 7.09.    Insurance and Construction Bonds. The

Issuer will carry such insurance and in such amounts as is

customarily carried with respect to works and properties similar to

the System, with a reputable insurance carrier or carriers, against

loss or damage by fire, explosion, hurricane, earthquake, cyclone,

occupancy or other hazards and risks. The Issuer will require that

each of its contractors and all subcontractors maintain, during the

life of. any construction contract, workers’ compensation coverage,

public liability insurance, property damage insurance and vehicle

liability insurance in amounts and on terms satisfactory to the

Authority and the DEP, so long as the Authority is the Owner of the

Bond. The Issuer will itself, or will require each contractor and

subcontractor to, obtain and maintain builder’s risk insurance

(fire and extended coverage) on a one hundred percent (100%) basis

(completed value form) on the insurable portion of the Projects, to

protect the interests of the Issuer, the Authority, the prime

contractor and all subcontractors as their interests may appear, in

accordance with each Loan Agreement, during construction of the

Projects in the full insurable value thereof. In time of war, the

Issuer shall also carry in said amount such insurance as may be

available against loss or damage by the risks and hazards of war.

The proceeds of all such insurance policies shall be disposed of as

provided in the Resolution and otherwise shall be placed in the

Renewal and Replacement Fund and used only for the repair and

restoration of the damaged or destroyed properties or for the other

purposes provided herein for said Renewal and Replacement Fund.

The Issuer will also carry liability insurance for damage or injury

to persons or property in amounts adequate for such purposes and

customarily carried with respect to works and properties similar to

the System. The Issuer shall carry such other insurance as is

required by the Authority and DEP and as set forth in each Loan

Agreement, including but not limited to flood insurance and

business interruption insurance, to the extent available at

reasonable cost to the Issuer.

The Issuer shall require all contractors engaged in the

construction of the Projects to furnish a performance bond and a
~payment bond, each in an amount equal to 100% of the contract price

-50-



of the portion of the Projects covered by the particular contract

as security for the faithful performance of such contract.

Section 7.10. Consulting Engineers. The Issuer shall

provide and maintain competent and adequate resident engineering
services satisfactory to the Authority and the DEP.

Section 7,11. Compliance With Loan Agreements, Rules and

Requlations. The Issuer hereby covenants and agrees to perform and

satisfy all terms and conditions of each Loan Agreement and to

comply.with all applicable laws, rules and regulations issued by

the Authority, the DEP or other State, federal or local bodies in

regard to the planning and design of the Projects and operation,

maintenance and use of the System.

Section 7,12. No Free Services. The Issuer will not
render or cause to be rendered any free services of any nature by

its System; and, in the event the Issuer or any department, agency,

instrumentality, officer or employee of the Issuer shall avail

itself or himself or herself 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. Such charges shall

be paid as they accrue, and the Issuer shall transfer from its

general funds sufficient sums to pay such charges for service to

any of its departments or properties. The revenues so received

shall be deemed to be revenues derived from the operation of the

System and shall be deposited and accounted for in the same manner

as other revenues derived from such operation of the System.

Section 7~i~. Enforcement of Collections. The Issuer

will diligently enforce and collect all fees, rates, rentals or

other charges for the services and facilities of the System and

take all steps, actions and proceedings for the enforcement and

collection of such fees, rates, rentals or other charges that shall

become delinquent to the full extent permitted or authorized by the
laws of the State of West Virginia. All such rates and charges, if

not paid when due, shall become a lien on the premises served by

the System.
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Whenever any rates, rentals or charges for the services

or facilities of the System, or of the waterworks system or

sewerage system constituting a part thereof, shall remain unpaid

for a period of thirty (30) days after the same shall become due

and payable, the property and the owner thereof, as well as the

user of the services and facilities, shall be delinquent until such

time as all such rates and charges are fully paid. The Issuer

further covenants and agrees that it will, to the full extent

permitted by law, and any rules and regulations promulgated by the

Public Service Commission of West Virginia applicable thereto,

discontinue and shut off both the water and sewerage services and

facilities of the System to all delinquent users of the services

and facilities of the System, or of the waterworks system or

sewerage system constituting a part thereof, and will not restore

either water or sewerage services of the System until all

delinquent charges for the service and facilities of the System, or

of the waterworks system or sewerage system constituting a part

thereof, plus reasonable interest penalty charges for the

restoration of service, have been fully paid.

Section 7.14. No Competing Franchise. To the extent
allowable by law, the Issuer will not grant Or cause, consent to or

allow the granting of, any franchise or permit to any person, firm,

corporation or body, or agency or instrumentality whatsoever for

the providing of any services which would compete with services

provided by the System.

Section 7.15. B_9_Q~, Records. and Facilities. The Issuer

shall keep complete and accurate records of the cost of planning

and designing the Projects. The Issuer shall permit the Authority

and the DEP, or their agents and representatives, to inspect all

books, documents, papers and records relating to the Projects and

the System at all reasonable times for the purpose of audit and

examination. The Issuer shall submit to the Authority and the DEP

such documents and information as they may reasonably require in

connection with the acquisition, construction and installation of

the Projects, the operation and maintenance of the System and the

administration of each Loan Agreement or other sources of financing

for the Projects.

The Issuer shall permit the Authority and the DEP, or

their agents and representatives, to inspect all records pertaining
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to the operation of the System at all reasonable times following

completion of construction of the Projects and commencement of

operation thereof, or, if the Projects 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 owner

of a Bond or Bonds issued pursuant to the Resolution 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

currently accepted accounting practices in accordance with the

rules and regulations of the PSC and the Act. Separate control

accounting records shall be maintained by the Issuer. Subsidiary

records as may be required shall be kept in the manner, on the

forms, in the books, and along with other bookkeeping records as

prescribed by the Issuer. The Issuer shall prescribe and institute

the manner by which subsidiary records of the accounting system

which may be installed remote from the direct supervision of the

Issuer shall be reported to such agent of the Issuer as the Council

shall direct.

The Issuer shall file with the Consulting Engineers and

the Authority and DEP, and shall mail in each year to any owner or

owners of Bonds requesting the same, an annual report containing

the following:

(A) A statement of Gross Revenues, Operating

Expenses, Net Revenues, Excess 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

Resolution with respect to said Bonds and the status of

all said funds and accounts.
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(C) The amount of any Bonds, or other obligations

Outstanding and secured by a lien on the Net Revenues of

the System.

The Issuer shall also, at least once a year, cause the

books, records and accounts of the System to be completely audited

by Independent Accountants, shall mail upon request, and make

available generally, the report of said Independent Accountants, or

a summary thereof, to any owner or owners of Bonds issued pursuant

to this Resolution, and shall submit said report to the Authority

and the DEP. The report of said audit shall include a statement

that the Issuer is in compliance with the terms and provisions of

the Act and each Loan Agreement and that the Issuer’s revenues are

adequate to meet its operation and maintenance expenses and debt

service requirements.

The Issuer shall, commencing on the date contracts are

executed for the construction of the Projects and for two years

following the completion of the Projects, each month complete a

Monthly Financial Report, the form of which is attached to each

Loan Agreement as Exhibit B and is incorporated herein by

reference, and forward a copy by the 10th of each month to the

Authority and the DEP.

The Issuer shall, during construction of the Projects,

complete Payment Requisition Forms, the form of which is attached

to each Loan Agreement as Exhibit C and is incorporated herein by

reference, and forward a copy to the DEP in compliance with the

Issuer’s construction schedule.

The Issuer shall provide the DEP with all appropriate

documentation to comply with any special conditions established by

federal and/or state regulations as set forth in Exhibit E of each

Loan Agreement or as promulgated from time to time.

The Issuer shall permit the Authority or the DEP, or

their agents and representatives, to enter and inspect the Projects

site and Projects facilities at all reasonable times. Prior to,

during and after completion of construction of the Projects, the

Issuer shall also provide the Authority and the DEP, or their

agents and representatives, with access to the System site and

~System facilities as may be reasonably necessary to accomplish all
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of the powers and rights of the Authority and the DEP with respect

to the System pursuant to the Act.

Section 7.16.    Operating Budget.    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 Authority and the DEP

within thirty days of the adoption thereof. 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 mail copies of such annual budget and all resolutions

authorizing increased expenditures for operation and maintenance to

the Authority and to any Holder of an~ Bonds who shall file his

address with the Issuer and request in writing that copies of all

such budgets and resolutions be furnished him and shall make

available such budgets 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 7.17. Mandatory Connection. The mandatory use

of the System is essential and necessary to protect and preserve

the public health, comfort, safety, convenience and welfare of the

inhabitants and residents of, and the economy of, the Issuer and 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
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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 matter 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 7.18. Tax Covenants.

covenants and agrees as follows:
The Issuer hereby further

A.    PUBLIC PURPOSE BONDS. The Issuer shall use the Bond

proceeds solely for the Projects and as otherwise set forth herein,

and the Projects will be solely operated as a public purpose and as

local governmental activity of the Issuer.

B.    PRIVATE ACTIVITY BOND COVENANT. The Issuer shall

not permit at any time or times any of the proceeds of the Bond or

any other funds of the Issuer to be used directly or indirectly in

a manner which would result in the exclusion of the Bond from the

treatment afforded by Section 103(a) of the Code by reason of the

classification of the Bond as "private activity bonds" within the

meaning of the Code. The Issuer will take all actions necessary to

comply with the Code in order to assure the tax-exempt status of

the Bond.

C.    PRIVATE LOAN LIMITATION. The Issuer shall assure

that not in excess of 5% of the Net Proceeds of the Bonds are used,
~directly or indirectly, to make or finance a loan (other than loans
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constituting Nonpurpose Investments) to persons other than state or

local government units.

D.    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 Bonds to be "federally

guaranteed" within the meaning of Section 149(b) of the Code.

E.    INFORMATION RETURN.     The Issuer will file all

statements, instruments and returns necessary to assure the tax

exempt. status of the Bonds, including without limitation the

information return required under Section 149(e) of the Code.

F.    FURTHER ACTIONS. The Issuer will take any and all

actions that may be required of it (including those deemed

necessary by the Authority) so that the interest on the Bonds will

be and remain excludible from gross income for federal income tax

purposes, and will not take any actions, or fail to take any

actions (including those determined by the Authority) which would

adversely affect such exclusion.

Section 7.19. Statutory Mortgage Lien. For the further

protection of the Bondholders, 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, and

shall take effect immediately upon delivery of the Bonds and shall

be for the benefit of all Owners of the Bonds. This lien is on a

parity with the lien of the Prior Bonds.

Section 7.20. Compliance.. The Issuer also agrees to

comply with all applicable laws, rules and regulations issued by

the Authority, the DEP or other State, federal or local bodies in

regard to the acquisition and construction of the Projects and the

operation, maintenance and use of the System.

Section 7,21.     Completion of Projects; Permits and
Orders.    The Issuer will complete the Projects as promptly as

possible and operate and maintain the System in good condition and

in compliance with all federal and state requirements and

standards.
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Following the planning and design of the Projects, the

Issuer will obtain all permits required by state and federal laws

for the acquisition and construction of the Projects and all orders

and approvals from the Public Service Commission of West Virginia

necessary for the acquisition and construction of the Projects and

the operation of the System.

ARTICLE VIII

INVESTMENT OF FUNDS; NON-ARBITRAGE

S~¢tion 8.01. Investments. Any moneys 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 Commission,

the Depository Bank or such other bank or national banking

association holding such fund or account, as the case may be, at

the direction of the Issuer in any Qualified Investments to the

fullest extent possible under applicable laws, this Resolution, the

need for such moneys for the purposes set forth herein and the

specific restrictions and provisions set forth in this Section 8.01

and in Sections 8.02 and 8.03.

Except as specifically provided herein, 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 Commission, the Depository

Bank or such other bank or national banking association, as the

case may be, 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

~ermitted by this section through its own bond department and shall
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not be responsible for any losses from such investments, other than

for its own negligence or willful misconduct.

Section 8.02. Arbitrage. The Issuer covenants that (i)

it will restrict the use of the proceeds of the Bonds in such

manner and to such extent as may be necessary, in view of the

Issuer’s reasonable expectations at the time of issuance of the

Bond, so that the Bond will not constitute "arbitrage bonds" under

Section 148 of the Code, and (ii) it will take all actions that may

be required of it (including, without implied limitation, the

timely filing of a federal information return) with respect to the

Bonds so that the interest on the Bonds will be and remain excluded

from gross income for federal income tax purposes, and will not

take any actions which would adversely affect such exclusion.

Section 8.03. Rebate. The Issuer will perform or have

performed in rebate calculations required by the Code and will

remit any rebate as required under the Code.

Section 8.04. Restriction of Yield and Bond Proceeds.

The Issuer shall comply with the yield restriction on Bond proceeds

as set forth in Section 148 of the Code.

ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events.of Default. Each of the following

events shall constitute an "Event of Default" with respect to the

Bonds:

(I) If default occurs in the due and punctual payment of

the principal of or interest on any Bonds; or

(2) If default occurs in the Issuer’s observance of any

of the covenants, agreements or conditions on its part

relating to the Bonds set forth in this Resolution, any

Supplemental Resolution or in the Bonds, 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

Commission, the Depository Bank, the Construction Trust Fund
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Depository Bank, the Bond Registrar, any Paying Agent or a

Holder of a Bond; or

(3) If a default occurs under this Resolution;

(4) If a default occurs under the Prior Resolution; or

(5) 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.

Section 9.02.     Remedies.     Upon the happening and

continuance of any Event of Default, any Registered Owner of a Bond

may exercise any available remedy and bring any appropriate action,

suit or proceeding to enforce his 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 such

Registered Owners including the right to require the Issuer to

perform its duties under the Act and this Resolution relating

thereto, 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 Bonds, (iv) by action at law or bill in

equity require the Issuer to account as if it were the trustee of

an express trust for the Registered Owners of the Bonds, and (v) by

action at law or bill in equity enjoin any acts in violation of the

Resolution with respect to the Bonds, or the rights of such

Registered Owners, provided however, that all rights and remedies

of the Registered Owners shall be subject to those of the

Registered Owners of the Prior Bonds.

Section 9.03. Appointment of Receiver. Any Registered

Owner of Bonds may, by proper legal action, compel the performance

of the duties of the Issuer under this Resolution and the Act,

including 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 default in

the payment of interest on any Bonds when the same shall become

due, or in the payment of the principal of any Bond or Bonds,

either at the specified date of maturity thereof or at a date set

~for redemption thereof, or otherwise in the performance of any

.covenant contained in the Resolution other than as to such payment
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and such default shall continue for a period of thirty (30) days

after written notice to the Issuer of such default, any Bondholder

shall, in addition to all other remedies or rights, have the right

by appropriate legal proceedings to obtain the appointment of a

receiver to administer the System on behalf of the Issuer, with

power to charge rates, rentals, fees and other charges sufficient

to provide for the payment of the Bonds and any interest thereon,

the deposits into the funds and accounts hereby established as

herein provided and the payment of Operating Expenses of the System

and to apply such rates, rentals, fees, charges or other revenues

in conformity with the provisions of the Resolution and the Act.

The receiver so appointed shall forthwith, directly.or by

his agents and attorneys, enter into and upon and take possession

of all facilities of 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 do.

Whenever all that is due upon the Bonds and interest

thereon and under any covenants of this Resolution for Reserve,

Sinking or other funds and upon any other obligations and interest

thereon having a charge, lien or encumbrance upon the revenues of

the System shall have been paid and made good, and all defaults

under the provisions of 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 any 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, 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 in the

discretion of such court. Nothing herein contained shall limit or

restrict the jurisdiction of such court to enter such other and

further orders and decrees as such court may deem necessary or

~appropriate for the exercise by the receiver of any function not

specifically set forth herein.
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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 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 said System shall remain in the Issuer, and no court shall have

any jurisdiction to enter any order or decree permitting or

requiring such receiver to sell, assign,, mortgage or otherwise

dispose of any assets of the System.    The provisions of this

section shall be subject to the Prior Resolution and to the parity

rights of the Prior Bonds.

ARTICLE X

DEFEASANCE

Section i0.01. Defeasance of B__onds. If the Issuer shall

pay or cause to be paid, or there shall otherwise be paid, to the

Owners of all Bonds, the principal of and interest due or to become

due thereon, at the times and in the manner stipulated therein and

in 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 Bonds shall thereupon cease, terminate and

become void and be discharged and satisfied.

Bonds for the payment of which either moneys in an amount

which shall be sufficient, or securities the principal of and the

interest on which, when due, will provide moneys which, together

with the moneys, if any, deposited with the Paying Agent at the

same or earlier time, shall be sufficient, to pay as and when due,

the principal installments of and interest on the Bonds shall be

deemed to have been paid within the meaning and with the effect

expressed in the first paragraph of this section. All Bonds shall,

prior to the maturity thereof, be deemed to have been paid within

.the meaning and with the effect expressed in the first paragraph of

-62-



this section if there shall have been deposited with the Commission

or its agent either moneys in an amount which shall be sufficient,

or securities the principal of and the interest on which, when due,

will provide moneys which, together with other moneys, if any,

deposited with the Commission at the same time, shall be sufficient

to pay when due the principal installments of and interest due and

to become due on the Bonds on and prior to the next redemption date

or the maturity dates thereof.    Neither securities nor moneys

deposited with the Commission pursuant to this section nor

principal or interest payments on any such securities shall be

withdrawn or used for any purpose other than, and shall be held in

trust for, the payment of the principal installments of and

interest on said Bonds; provided, that any cash received from such

principal or interest payments on such securities deposited with

the Commission or its agent, if not then needed for such purpose,

shall, to the extent practicable, be reinvested in securities

maturing at times and in amounts sufficient to pay when due the

principal installments of and interest to become due on said Bonds

on and prior to the next redemption date or the maturity dates

thereof, and interest earned from such reinvestments shall be paid

over to the Issuer as received by the Commission or its agent, free

and clear of any trust, lien or pledge. For the purpose of this

section, securities shall mean and include only Government

Obligations.

ARTICLE XI

MISCELLANEOUS

Section ii.01. Amendment or Modification o__~f Resolution.

No material modification or amendment of this Resolution, or of any

resolution amendatory or supplemental hereto, that would materially

and adversely affect the respective rights of Registered Owners of

the Bonds shall be made without the consent in writing of the

Registered Owners of sixty-six and two-thirds percent (66 2/3%) or

more in principal amount of the Bonds so affected and then

Outstanding; provided, that no change shall be made in the maturity

of any Bond or 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 revenues

~of the System without the consent of the respective Registered

.Owner thereof. No amendment or modification shall be made that
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would reduce the percentage of the principal amount of Bonds

required for consent to the above-permitted amendments or

modifications. Notwithstanding the foregoing, this Resolution may

be amended without the consent of any Bondholder 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 excludibility of interest on the Bonds and the Notes

from the gross income of the Owners thereof.

Section 11.02. Resolution Constitutes Contract.    The
provisions of the Resolution shall constitute a contract between

the Issuer and the Registered Owners of the Bond and no change,

variation or alteration of any kind of the provisions of the

Resolution shall be made in any manner, except as in this

Resolution provided.

Section ii.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, the

Supplemental Resolution and the Bond.

Section iI,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 11.05. Conflicting Provisions. All orders or
resolutions and parts thereof in conflict with the provisions of

this Resolution except for the Prior Resolution, are, to the extent

of such conflict, hereby repealed and to the extent that a conflict

arises between this Resolution and the Prior Resolution, the more

restrictive provision shall prevail.

Section ~,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 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 of West Virginia
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applicable thereto; and that the Chairman, Secretary and members of

the Governing Body were at all times when any actions in connection

with this Resolution occurred and are duly in office and duly

qualified for such office.

Section 11.07. ~ ~. This Resolution shall

take effect immediately upon adoption.

Adopted this 15th day of April, 1996.

SHADY SPRING PUBLIC SERVICE DISTRICT

/Chai~rm~ Public ~e~i~ard

Member, Pu~ --~ " - blic Service Board

CHASFS3 : 30986
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the

Public Service Board of Shady Spring Public Service District on the

15th day of April, 1996.

[SEAL]

Dated: April 15, 1996.

Secretary, Publi~ S~ice Bo~r~

’!
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EXHIBIT A

DESCRIPTION OF PROJECTS

Project Description - Planning and Design Phase for the Collection

System in the Tilden Area.

A facilities plan and construction drawings will be

prepared for a collection system for waste water for the purpose of

transporting the same



LOAN AGREEMENT

[See Tab 6(b)]
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EXHIBIT C

SCHEDULE OF RATES



SUPPLEMENTAL RESOLUTION

2.2

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,
SALE PRICES, DESIGNATING A REGISTRAR, PAYING AGENT, AND
DEPOSITORY BANK; fi~PPROVING LOAN AGREEMENTS WITH
RESPECT TO THE BONDS; AND MAKING OTHER PROVISIONS AS TO
THE BONDS.

WHEREAS, the Public Service Board of the Shady Spring Public Service
District (the "District") has duly and officially adopted a Bond Resolution on April 15, 1996
(the "Resolution"), entitled:

RESOLUTION AUTHORIZING THE PLANNING, DESIGN,
ACQUISITION AND CONSTRUCTION OF CERTAIN
EXTENSIONS, ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE EXISTING PUBLIC
SEWERAGE FACILITIES OF SHADY SPRING PUBLIC
SERVICE DISTRICT AND TO FINANCE THE COST OF
SUCH PLANNING AND DESIGN AND TO PAY OTHER
COSTS IN CONNECTION THEREWITH, NOT OTHERWISE
PROVIDED, THROUGH THE ISSUANCE OF NOT MORE
THAN $151,800 IN AGGREGATE PRINCIPAL AMOUNT
OF SHADY SPRING PUBLIC SERVICE DISTRICT
SEWERAGE SYSTEM REVENUE BOND, SERIES 1996A,
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED OWNERS OF SAID
BONDS; RATIFYING THE LOAN AGREEMENT WITH
THE WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY AND THE WEST VIRGINIA DIVISION OF
ENVIRONMENTAL PROTECTION RELATING TO SAID
BONDS; AUTHORIZING THE SALE AND PROVIDING
FOR THE TERMS AND PROVISIONS OF SAID BONDS;
AND ADOPTING    OTHER PROVISIONS    RELATING
THERETO.



WHEREAS, the Resolution provides for the issuance of the Shady Spring
Public Service District Sewerage System Revenue Bond, Series 1996A (the "Series 1996A
Bond"), in accordance with Chapter 16, Article 13A, of the Code of West Virginia, 1931,
as amended, (the "Act"), and the terms of the Loan Agreement entered into between the
District, the Authority and the West Virginia Division of Environmental Protection, a
division of the West Virginia Bureau of Environment for the Series 1996A Bond ( the "Loan
Agreement"), but requires that the dates, interest rates, maturities, sale prices and other terms
of the Bonds should be established by a supplemental resolution;

WHEREAS, the Bonds are proposed to be purchased by the Authority pursuant
to the Loan Agreement;

WHEREAS, the Public Service Board (the "Board") of the District deems it
essential and desirable that this resolution (the "Supplemental Resolution"), be adopted and
that the prices, the maturity dates, the redemption provisions, the interest rates, and the
interest and principal dates of the Bonds be fixed hereby in the manner stated herein; that the
Loan Agreements be approved; and that other matters relating to the Bonds be herein
provided for; and

WHEREAS, capitalized terms not otherwise defined shall have the meanings
given such terms in the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE
BOARD OF THE SHADY SPRING PUBLIC SERVICE DISTRICT:

Section 1. Pursuant to the Resolution, the Act, and this Supplemental
Resolution, the Bonds shall be in the aggregate principal amount of $151,800, with the
following provisions:

(A) The Series 1996A Bond shall be originally issued in the form of
a single bond, numbered A_R-1 in the principal amount not to exceed $151,800. The Series
1996A Bond shall be dated the date of delivery thereof, shall finally mature September 1,
2016 and shall bear interest at the rate of two percent (2%) per annum, commencing
December 1, 1996. Both principal of and interest on the Series 1996A Bonds are payable
quarterly on each December 1, March 1, June 1, and September 1 of each year. The Series
1996A Bonds shall be subject to redemption upon the written consent of the Authority, upon

~payment of principal, interest and redemption premium, if any, and subject to the other
requirements provided in the Loan Agreement, as long as the Authority or DEP shall be the
registered owner of the Series 1996A Bond, and shall be payable in installments of principal
and interest in the amounts set forth on Schedule Y attached to the Loan Agreement and
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incorporated therein by reference. The District shall pay the 1% Administration Fee as
provided in the Resolution and the Loan Agreement.

(B) The Bonds shall be executed by Chairman of the Board of the
District by his manual signature and attested by the Secretary of the Board of the District by
his manual signature and the seal of the District shall be impressed thereon. The seal
impressed upon this Resolution is hereby adopted as the official seal of the District. The
Bonds shall be sold to the Authority in accordance with the terms of the Loan Agreement at
a price equal to 100% of the principal amount thereof.

Section 2. All other provisions relating to the Bonds shall be as provided in
the Resolution, and the Bonds shall be in substantially the form provided in the Resolution
with such changes, insertions and omissions as may be approved by the Chairman of the
District. The execution of the Bonds by the Chairman shall be conclusive evidence of such
approval.

Section 3. The District does hereby ratify, approve and accept the Loan
Agreement including the "Schedule X" and "Schedule Y" attached thereto, copies of which
are incorporated herein by reference, and the execution and delivery by the Chairman of the
Loan Agreement and the performance of the obligations contained therein, on behalf of the
District have been and are hereby authorized, ratified, approved and directed. The District
hereby affirms all covenants and representations made in the Loan Agreement in the
Application to the DEP and the Authority. The price of the respective Bonds shall be 100%
of par value, there being no interest accrued thereon, provided that the proceeds will be
advanced from time to time as requisitioned by the District

Section 4. The District hereby appoints and designates Bank One, West
Virginia, NA, as the Depository Bank, as provided in the Resolution.

S..ection 5. The District hereby appoints and designates Bank One, West
Virginia, NA, as Registrar for the Bonds and does approve and accept the Registrar’s
Agreement to be dated the date of delivery of the Bonds, by and between the District and the
Registrar, in substantially the form attached hereto, and the execution and delivery by the
Chairman of the Registrar’s Agreement, and the performance of the obligations contained
therein, on behalf of the District are hereby authorized, approved and directed.

Section 6. The District hereby appoints and designates the West Virginia
Municipal Bond Commission (the "Commission"), Charleston, West Virginia as Paying
Agent for the Bonds.
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Section 7. The Chairman and Secretary are hereby authorized and directed to
execute and deliver such other documents and certificates, including the Registrar’s
Agreement, required or desirable in connection with the Bonds hereby and by the Resolution
approved and provided for, to the end that the Bonds may be delivered to the Authority
pursuant to the Loan Agreement on or about April 25, 1996.

Section 8. The proceeds of the respective Bonds, as advanced from time to
time, shall be deposited in or credited to the respective Bond Construction Trust Fund
subaccounts, as received from time to time for payment of Costs of the Project, including
costs of issuance of the respective Bonds.

Section 9. The District will prefund the Series 1996A Bond Reserve Account
($00.00) with the deposit being made to the Commission at the closing.

Section 10. The financing of the Project in part with proceeds of the Bonds is
in the public interest, serves a public purpose of the District and will promote the health,
welfare and safety of the residents of the District.

Section 11. The District hereby directs the Depository Bank to initially invest
all monies in the funds and accounts established under the Bond Resolutions in Qualified
Investments further directed by the District.

Section 12. The District shall not permit at any time or times any of the
proceeds of the Bonds or any other funds of the District to be used directly or indirectly in
a manner which would result in the exclusion of the Bonds from the treatment afforded by
Section 103(a) of the Internal Revenue Code of 1986, as amended, and any regulations
promulgated thereunder or under any predecessor thereto (the "Code"), by reason of the
classification of the Bonds as a "private activity bond" within the meaning of the Code. The
District will take all actions necessary to comply with the Code and Treasury Regulations to
be promulgated thereunder.
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adoption.
Section 13. This Supplemental Resolution shall be effective immediately upon

Dated: April 23, 1996

SHADY SP~dNQ PUBLIC SERVICE DISTRICT

Chairman

30917
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6(b) Certified Copy of Series 1997C Bond
Resolution and Supplemental Resolution

the Issuer adopted on June 12, 1997
of



SHADY SPRING PUBLIC SERVICE DISTRICT
(SRF)

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION        OF       CERTAIN       EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS TO
THE EXISTINGPUBLIC SEWERAGE FACILITIES OF
SHADY SPRINGPUBLIC SERVICE DISTRICT AND TO
FINANCE THECOST OF SUCH ACQUISITION AND
CONSTRUCTION       OF       CERTAIN       EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS AND
TO PAY OTHER COSTS IN CONNECTION THEREWITH,
NOT     OTHERWISE     PROVIDED,     THROUGH     THE
ISSUANCE    OF    NOT    MORE    THAN    $2,500,000    IN
AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING
PUBLIC    SERVICE    DISTRICT    SEWE~GE    SYSTEM
REVENUE BONDS, SERIES 1997C, PROVIDING FOR THE
RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SAID BONDS; RATIFYING
THE LOAN AGREEMENT WITH THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY AND THE WEST
VIRGINIA        DIVISION         OF         ENVIRONMENTAL
PROTECTION       RELATING      TO       SAID       BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SAID BONDS; AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SI-LM~Y
SPRING PUBLIC SERVICE DISTRICT:

STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1.01. Authority_ for this Resolutiorl. This Resolution is adopted
pursuant to the provisions of the Act and other applicable provisions of law.



Sg.c,.ti~lx_L~. D.g,fi~ail~. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

"ARC" means the Appalachian Regional Commission and any successors to
the funds of the ARC.

"ARC Grant" means the grant from ARC in the amount of $715,200.

"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser of each Bond, or any other agency of the State that
succeeds to the functions of the Authority.

"Authorized Officer" means the Chairman of the Governing Body of the Issuer
or any other person duly appointed as such by the Governing Body.

"Bank" means the bank to be set forth in a resolution supplemental hereto.

"Board" means the public service board of the Issuer and shall include the
membership of the Board as may hereafter be duly constituted as the legal successors to the
present membership or any other authority vested with and authorized to exercise the powers
of the Issuer.

"Bond" or "Bonds" means the Shady Spring Public Service District Sewerage
System Revenue Bond, Series 1997C, originally authorized hereby, and any pari passu
additional bonds hereafter issued within the terms, restrictions and conditions contained in
this Resolution.

"Bondholders" "Holder of the Bonds," "Holder," "Registered Owner," "Owner"
or any similar term, whenever used herein with respect to an Outstanding Bond or Bonds,
means the person in whose name such Bond is registered.

"Bond Register" means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter defined for the registration and transfer of
the Bonds.
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"Bond Registrar" or "Registrar" means the bank or other entity to be designated
as such in the Supplemental Resolution and its successors and assigns.

"Bond Year" means the 12 month period beginning on the anniversary of the
Closing Date in each year and ending on the day prior to the anniversary date of the Closing
Date in the following year except that the first Bond Year shall begin on the Closing Date.

"Certificate of Authentication and Registration" means the certificate of
authentication and registration on the Bond in substantially the form set forth in the bond
form contained herein.

"Chairman" means the Chairman of the Governing Body of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Bond
for a portion of the proceeds representing the purchase of the Bond by the Authority.

"Code" means the Internal Revenue Code of 1986, as amended, including the
rules and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Construction Trust Fund" means the Bond Construction Trust Fund
established by Section 5.01(3).

"Consulting Engineers" means L. A. Gates Company, Beckley, West Virginia,
or any engineer or firm of engineers of reputation for sldll and experience with respect to the
planning and design of sewerage systems or facilities that shall at any time hereafter be
retained by the Issuer as Consulting Engineers for the System.

"Costs" or "Costs of the Project" or any similar phrase means those costs
described in Section 1.04G hereof to be a part of the cost of planning, design, construction
and acquisition of the Project.

"Debt Service" means the scheduled amount of interest and amortization of
principal payable on the Series 1997C Bond, as hereinafter defined, during the period of
computation, excluding amounts scheduled during such period which relate to principal
which has been retired before the beginning of such period.
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"DEP" means the West Virginia Division of Environmental Protection, a
division of the West Virginia Bureau of Environment.

"Depository Bank" means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinafter defined, which Depository Bank shall be named in the Supplemental Resolution,
and any successor thereto.

"Excess Investment Earnings" means an amount equal to the sum of:

(A) The excess of

(i) The aggregate amount earned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Bonds are invested
[other than amounts attributable to an excess described in this clause (A) of
this definition of Excess Investment Earnings], over

(ii) The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Earnings]
had been equal to the Yield on the Bond, plus

(B) Any income attributable to the excess described in clause (A) of this
definition of Excess Investment Earnings.

"FDIC" means the Federal Deposit Insurance Corporation and any successor
to the functions thereof.

"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 is now or may hereafter be constituted.

"Government Obligations" means direct obligations of, or obligations the
timely payment of the principal of and interest on which is guaranteed by, the United States
of America, including (i) such obligations which have been stripped from their unmatured
interest coupons, interest coupons stripped from such obligations and receipts or certificates
evidencing payments from such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct
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obligations of, or specified obligations which are unconditionally and fully guaranteed by,
the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof
in the capacity of custodian and (iii) obligations, the sole source of the payment of the
principal of and interest on which are obligations of the nature of those described in clause
(i), which are irrevocably pledged for such purposes.

"Gross Proceeds" means the sum of the following amounts:

(I) Original proceeds, namely, net amounts received by
or for the Issuer as a result of the sale of the Bond, excluding
original proceeds which become transferred proceeds
(determined in accordance with applicable Regulations) of
obligations issued to refund in whole or in part the Bond;

(ii) Investmcm proceeds, namely, amounts received at
any time by or for the Issuer, such as interest and dividends,
resulting from the investment of any original proceeds (as
referenced in clause (i) above) or investment proceeds (as
referenced in this clause (ii)) in Nonpurpose Investments,
increased by any profits and decreased (ff necessary, below
zero) by any losses on such investments, excluding investment
proceeds which become transferred proceeds (determined in
accordance with applicable Regulations) of obligations issued
to refund in whole or in part the Bonds;

(iii) Transferred proceeds, namely, original proceeds of
any prior obligations, and interest earnings and profits less
losses resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any prior obligations and which are
deemed to become proceeds of the Bonds ratably as original
proceeds of the Bonds, and interest earnings and profits
resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any such prior obligations, all on the
date of such ratable discharge;

(iv) Sinking fund proceeds, namely, amounts, other than
original proceeds, investment proceeds or transferred proceeds
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[as referenced in clauses (i) through (iii) above] of the Bonds,
which are held in any fund to the extent that the Issuer
reasonably expects to use such other fund to pay Debt Service;

(v) Amounts in the Reserve Accounts and in any other
fund established as a reasonably required reserve or replacement
fund;                   *

(vi) Investment Property pledged as security for payment
of Debt Service on the Bonds by the Issuer;

(vii) Amounts, other than as specified in this definition,
used to pay Debt Service on the Bonds; and

(viii) Amounts received as a result of investing amounts
described in this definition.

"Gross Revenues" means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally-
accepted accounting principles, after deduction of prompt payment disqounts, 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 ok
capital assets (including Qualified Investments, as hereinafter defined), or any Tap Fees, as
hereinafter defined.

"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 the System in the normal operation
of its business and affairs.

"investment Property" means any security (as said term is defined in Section
165(g)(2)(A) or (B) of the Code), obligation, annuity conlract or investment-type property,
excluding, however, obligations the interest on which is excluded from gross income under
Section 103 of the Code for federal income tax purposes.

"Issuer" or "District" means the Shady Spring Public Service District, a public
corporation and political subdivision of the State.
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"Loan Agreement" means the Water Pollution Control Revolving Fund Loan
Agreement dated May 6, 1997, by and among the Authority, the DEP and the Issuer
providing for the purchase of the Bonds from the Issuer by the Authority which is attached
as Exhibit B hereto and incorporated herein by reference.

"Net Proceeds" means the face amount of the Bonds, plus accrued interest and
premium, if any, less original issue discount, if any, and less proceeds deposited in the
Reserve Accounts. 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 Bonds, without regard to whether or not such investment is made in tax-exempt
obligations.

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

"Nonpurpose Investment" means any Investment Property which is acquired
with the Gross Proceeds of the Bonds and is not acquired in order to carry out the
government/d purpose of the Bonds.

"Operating Expenses" means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System, as hereinafter defined 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 Projects, fees and
expenses of the Authority, fiscal agents, the Depository Bank, Registrar and Paying Agent,
other than those capitalized as part of the Costs of Projects, payments to pension or
retirement funds, taxes and such other reasonable operating costs and expenses as should
normally and regularly be included under generally accepted accounting principles; provided,
that "Operating Expenses" does not include payments on account of the principal of or
redemption premium, if any, or interest on the Bonds, charges for depreciation, losses from
the sale or other disposition of, or from any decrease in the value of, capital assets,
amortization of debt discount or such miscellaneous deductions as are applicable to prior
accounting periods.

"Original Bonds" or "Bonds" means the not to exceed $2,500,000 Shady
Spring Public Service District Sewerage System Revenue Bond, Series 1997C.

"Outstanding," when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered except
(i) any Bond canceled by the Bond Registrar at or prior to said date; (ii) any Bond for the
payment of which moneys, equal to its principal amount and redemption premium, if
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applicable, with interest to the date of maturity or redemption shall be in trust hereunder and
set aside for such payment (whether upon or prior to maturity); (iii) any Bond deemed to
have been paid as provided in Article X hereof; and (iv) for purposes of consents, notices or
other action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.08 hereof.

"Paying Agent" means the Commission.

"Prior Bonds" means the District’s Sewer Revenue Bonds, Series 1982B,
issued in the original principal mount of $795,515 (the "Seres 1982B Bonds"), the
District’s Sewer Revenue Bonds, Series 1994A, issued in the original amount of $170,532
(the "Series 1994A Bonds") and the District’s Sewer Revenue Bonds, Series 1996A, issued
in the aggregate amount of $151,800 (the "1996A Bonds," and collectively with the Series
1982B Bonds and the Series 1994A Bonds, the "Prior Bonds").

"Prior Resolutions" means the Bond Resolutions adopted by the Board with
respect to 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
and use as a member of the general public. All of the foregoing shall be determined in
accordance with the Code, including, without limitation, giving due regard to "incidental
use," if any, of the proceeds of the issue and/or proceeds used for "qualified improvements,"
if any.

"Program" shall mean the planning and design of certain extensions, additions,
betterments and improvements to the sewerage facility program coordinated through the
capitalization grants program established under the Clean Water Act and administered by the
DEP.

"Project" means the acquisition and construction of certain extensions,
additions, betterments and improvements to the sewerage facility by the Issuer substantially
as described in Exhibit A attached hereto and incorporated herein by reference.
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"PSC" means the Public Service Commission of West Virginia and any
successors to the functions thereof.

"PSC Order" means the recommended decision of the PSC in Case No.
which grants the Issuer approval of financing and approval of rates.

"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

(b) Bonds, debentures, notes 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; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;

(c) Any bond, debenture, note, participation certificate or other
similar obligation 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;

(d) Time accounts, (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking arrangements)
which, to the extent not insured by the FDIC, shall be secured by a pledge of
Government ObLigations, provided, that such Government Obligations pledged
either must mature as nearly as practicable coincident with the maturity of said
time account or must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said time account;

(e) Money market funds or similar funds, the only assets of which
are investments of the type described in paragraphs (a) through (d) above;

(f) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (d) 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
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repurchase agreements or must be replaced or increased so that the market
value thereof is always at least equal to the principal amount of paid
repurchase agreements, and ~ fitrther that the owner of such repurchase
agreement shall have a prior perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such collateral; and
such collateral must be free of all claims by third parties;

(g) The "consolidated fund" (or any distinct portion thereof)
managed by the West Virginia State Board of Investments pursuant to Article
6, Chapter 12 of the Code of West Virginia, 1931, as amended; and

(h) Advance-Refunded Municipal Bonds.

"USDA Rural Utilities Service" or "Government" means the USDA Rural
Utilities Service.

"USDA Rural Utilities Service Grant" means the grant from USDA Rural
Utilities Set’vice or Government in the amount of $910,000.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established or continued by Section 5.01 (2).

"Reserve Account" means the account in the Sinking Fund, as hereafter
defined, created by Section 5.02(1)(a) hereof.

"Reserve Requirement" means as of any date of calculation the maximum
amount of principal and interest with will become due on the Bonds in the then current or
any succeeding year.

"Resolution" shall mean this Resolution, as from time to time amended or
supplemented.

"Revenue Fund" means the Revenue Fund established or continued by Section
5.o1(I).

"SRF Administrative Fee" means any administrative fee required to be paid
pursuant to the Loan Agreements.

"SRF Regulations" means the regulations set forth in Title 47, Series 31 of the
West Virginia Code of State Regulations.
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"Secretary" means the Secretary of the Governing Body of the Issuer.

"Series 1982 A Bonds" means the Sewer Revenue Bonds of Issuer issued
August 1, 1982, in the aggregate principal amount of $2,680,000, to be refunded
simultaneously herewith the Issuer’s Sewer Revenue Refunding Bonds, Series 1997D.

"Series 1982 B Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.04(5/) issued August 1, 1982, in the original amount of $795,515.

"Series 1994 A Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.04(N) issued June 8, 199,4 issued in the original amount of $170,532.

"Series 1996A Bonds" means the Sewerage Revenue Bonds of the Issuer
described in Section 1.04(N) issued in the original amount of $151,800.

"Series 1997B Bonds" means the Sewer Revenue Bonds of the Issuer issued
simultaneously herewith in the original amount of $179,000.

"Series 1997D Bonds" means the Sewer Revenue Bonds of the Issuer issued
simultaneously herewith for the purpose of refunding the Series 1982A Bonds.

"Sinking Fund" mean the Sinking Fund established by Section 5.02(1) hereof.

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution of the Issuer supplementing
or mending this Resolution and, when preceded by the article "the," refers specifically to
the supplemental resolution or resolutions authorizing the sale of the Bond; provided, that
any matter intended by this Resolution to be included in the Supplemental Resolution with
respect the Bond and not so included may be included in another Supplemental Resolution.

"Surplus Revenues" means the Net Revenues not required by this Resolution
or the Prior Resolutions to be set aside and held for the payment of or security for the
Bonds, the Prior Bonds or any other obligations of the Issuer, including but not limited to the
Renewal and Replacement Fund, the Reserve Accounts and Sinking Funds, the proceeds of
which Bonds or other obligations are to be used to pay Costs of the Projects.

"System" means the public service properties for the collection, treatment,
purification or disposal of liquid or solid wastes, sewage or industrial wastes, owned by the
Issuer, and any improvements or extensions thereto, both within and without the boundaries



of the District, and shall include any extensions, additions, betterments and improvements
thereto, including the facility, hereafter acquired or constructed for said sewerage system
from any sources whatsoever, both within and without said District.

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

"Yield" means that yield which, when used in computing the present worth of
all payments of principal and interest (or other payments in the case of Nonpurpose
Investments which require payments in a form not characterized as principal and interesO on
a Nonpurpose Investment or on the Bond, produces an amount equal to the Purchase Price
of such Nonpurpose Investment or the Bond, all computed as prescribed in applicable
Regulations.

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 shall include the plural number in each case
and vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, feminine or neutral gender shall include any other gender.

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

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

~tti.0.~l~l.,~. Resolution .CiaLitilli~ Contract. In consideration of the
acceptance of the Bond 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 Bondholders 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 any and all such Bonds, all of which shall be of equal rank and without
preference, priority or distinction between any one Bond and any other Bonds by reason of
priority of issuance or otherwise, except as expressly provided therein and herein.
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follows:
Section 1.04. Findings. It is hereby found, determined and declared as

A. The Issuer is a public corporation and political subdivision of the State
in Raleigh County, West Virginia.

B.    The Issuer presently owns and operates a public sewerage system.

C. It is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer that there be acquired and constructed, the Project, consisting of
certain improvements, extensions or betterments to the existing System, as described in
Exhibit A attached hereto at an aggregate estimated cost of $4,001,504, in accordance with
plans and specifications to be prepared by the Consulting Engineers, which plans and
specifications following approval by DEP will be on file with the District.

D. The estimated revenues to be derived in each year after completion of
the Project from the operation of the System will be sufficient to pay all the costs of the
operation a~d maintenance of the System, the principal of and interest on the Bonds and the
Prior Bonds and the Series 199713 Bonds and the Series 1997D Bonds and all sinking funds,
reserve accounts and other payments provided for herein, in the Prior Resolutions and in the
PSC Order.

E.    The estimated maximum cost of the acquisition and construction of the
Project is $4,001,504, which will be permanently obtained from the Bonds herein authorized
and the Series 1997B Bonds, issued simultaneously herewith, and an ARC Grant and RUS
Grant. The Issuer may obtain such other grants and contributions or from other sources as
may be necessary to pay Costs of the Projects.

F.    The period of usefulness of the System after completion of the Projects
will not be less than twenty (20) years.

G. It is deemed necessary for the Issuer to issue its sewerage revenue bonds
in the aggregate principal amount of not more than $2,500,000, initially to be represented by
a single bond, being the Shady Spring Public Service District Sewerage System Revenue
Bond, Series 1997C and $170,000, initially to be represented by a single bond, being the
Shady Spring Public Service District Sewerage System Revenue Bond, Series 1997B, to
permanently finance the costs of acquisition and construction of the Project. Said costs shall
be deemed to include the cost of all property rights, easements, and franchises deemed
necessary therefor; the cost of the construction of said extensions, additions, betterments and
improvements to the System and any other expenses necessary, incidental, desirable or
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appurtenant to the acquisition and consu’uction of the Project and such replacements as are
necessary therefor; the Tap Fee; the cost of interim financing for such Project; interest on the
bonds, prior to, during and for six months after the estimated date of completion of
construction of the Project; engineering and legal expenses; expenses for estimates of costs
and revenues; expenses for plans, specifications and surveys; expenses for the service of
registrars, paying agents, depositories or other agents in connection with the issuance of the
Bonds, and such other expenses as may be necessary or desirable to said acquisition and
construction of the project and placing the same in operation and the financing authorized
by this Resolution.

H. It is in the best interests of the Issuer that the that the Series 1997B
Bonds be sold to RUS pursuant to the terms and provisions of the Letter of Conditions and
the Series 1997C Bonds be sold to the Authority pursuant to the terms and provisions of the
Loan Agreement.

I.    It is in the best interest of the Issuer and the Issuer is hereby authorized
and empowered to issue revenue refunding bonds to refund, pay or discharge all or any part
of its outstanding Series 1982A Bonds. The Issuer is advised that present value debt service
savings will be realized as a result of the refunding of the Series 1982A Bonds. The Issuer
hereby determinesd that it will be to the benefit of the Issuer and its residents to advance-
refund the Series 1982A Bonds by applying the proceeds of the Series 1997D Bonds and
certain other monies to purchase obligations of the United States goverment to be deposited
in the Escrow Fund pursuant to the terms of the Escrow Agreement to redeem the Seres
1982A Bonds on the first permitted Redemption Date, in the maximum aggregate principal
amount of not to exceed $3,600,000, and other moneys of the Issuer, such Series 1997 D
Bonds to be secured by and payable ~om the Net Revenues of the System, on a parity with
the Prior Bonds, the Series 1997B Bonds and Series 1997C Bonds.

J.    It is in the best interests of the Issuer that its Series 1997D Bonds be
sold to the Water Development Authority pursuant to a Loan Agreement and made a part
hereof, to take advantage of the favorable terms available to the Issuer.

K. It is deemed necessary for the Issuer to issue its revenue bonds, being
the Shady Spring Public Service District Sewer Refunding Revenue Bonds, Series 1997D
Bonds in the aggregate principal amount of not more than $3,600,000 to permanently finance
the cost of refunding the District’s Series 1982A Bonds. Said costs shall be deemed to
include the .cost of paying in full the entire outstanding principal of~ the redemption premium,
if any, and the interest on, the Series 1982A Bonds; amounts which may be deposited in the
Reserve Account; other expenses necessary or incident to determining the feasibility or
practicability of the enterprise; administrative expense, commitment fees, fees of the
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Authority, discount, initial fees for the services of registrars, paying agents, depositories or
trustees or other costs in connection with the sale of the Bonds and such other expenses as
may be necessary or incidental to the financing herein authorized and the performance of the
things herein required or permitted, in connection with any thereof.

L.    It is in the best interests of the Issuer that the Series 1997D Bonds be
sold to the Authority pursuant to the terms and provisions of the Loan Agreement.

M. The Issuer has complied with all requirements of West Virginia law
relating to authorization of the construction, acquisition and operation of the Project and
issuance of the Bonds, or will have so complied prior to issuance of any thereof, including,
among other things, the obtaining of the PSC Order, the time for rehearing and appeal of
which have expired and the written approval of the West Virginia Infrastructure and Jobs
Development Council.

N. There are outstanding obfigations of the Issuer which will rank either
on a parity with or junior or subordinate to the Bond as to liens, pledge and source of and
security for payment, which obligations are designated and have the lien positions with
respect to the Bond as follows:

Designation Lien Position

Water Development Authority - Sewer
Revenue Bonds, Series 1982B dated
August 1, 1982, issued in the original
principal amount of $795,515
(the "Series 1982 B Bonds");

Water Development Authority - Sewer
Revenue Bonds, Series 1994A dated
June 6, 1994, issued in the original
principal amount of $170,532
(the "Series 1994A Bonds");

Water Development Authority - Sewer
Revenue Bonds, Series 1996A dated
April 25, 1996, issued in the original
principal amount of $151,800
(the "1996A Bonds").

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)
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The Series 1982B Bonds, the Series 1994A Bonds and the Series 1996A Bonds
First Lien (Parity) are hereinafter called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior Bonds and with the Seres
1997B Bonds and Series 1997D Bonds issued simultaneously herewith with respect to the
liens, pledge and source of and security for payment and in all other respects the Issuer has
complied with the requirements for issuance of party bonds in the Prior Resolutions. Other
than the Prior Bonds and the Seres 1997B Bonds and Series 1997D Bonds issued
simultaneously herewith, there are no outstanding bonds or obligations of the Issuer which
are secured by the revenues or assets of the System.

O. The Issuer has, by certification from an independent certified public
accountant, met the parity test of Section 7.07 of the Prior Resolutions.
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AUTHORIZATION OF EXTENSIONS, ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO SYSTEM

Section 2.01. Authorization of. Extensions; Additions. Betterments and
Ill~r.~tl~. There is hereby authorized the acquisition and consu’uction of the Project
in accordance with plans and specifications prepared by the Consulting Engineers, approved
by DEP and the Issuer and is on file in the office of the Board.

Prior to issuing the Bonds for the acquisition and construction of the Project,
the Issuer must receive acceptable bids or enter into contracts for the acquisition and
construction of the Project, compatible with the financing plan submitted to the Program.
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AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BOND; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01. ~ ~Bond. For the purposes of financing a portion
of the costs, not otherwise provided, of the acquisition and construction of the Project,
funding a reserve account for the Bond, and paying certain costs of issuance and related
costs, or any of such purposes as shall be specified in the Supplemental Resolution, there
shall be issued negotiable bonds of the Issuer in an aggregate principal amount of not more
than $2,500,000 for the Series 1997C Bond. Said Bonds shall be issued as one bond to be
designated "Shady Spring Public Service District Sewerage System Revenue Bond, Series
1997C." Original Bonds shall be dated as of the date of delivery thereof, shall bear such
interest, shall mature at such times, not exceeding twenty-one (21) years after the date of
completion, and in such amount as shall be set out in Schedule X to the Loan Agreement and
the Supplemental Resolution. The Original Bonds shall not bear interest d .uring the
construction period but interest shall commence accruing on the completion date as defined
in the SRF Regulations, provided that the annual repayment of principal and payment of
interest shall begin not later than one (1) year after the completion date. The repayment of
principal and interest on the Bonds shall be as set forth on Schedule Y to the Loan
Agreement. The Bonds shall contain such other terms, provisions, conditions and
limitations, all as provided by this Resolution and the Loan Agreement and as the Governing
Board of the Issuer shall prescribe by resolution (or by supplemental or amendatory
Resolution of said Governing Board as said Governing Board shall determine) adopted in
connection with the sale of such Bonds.

The Bonds shall be payable as to principal at the principal office of the Paying
Agent in any coin or currency which, on the dates of payment of principal is legal tender for
the payment of public or private debts under the laws of the United States of America.
Interest on the Bonds shall be paid by check or draft mailed to the registered owner thereof
at the address as it appears on the books of the Bond Registrar, provided, that so long as the
Authority is the owner thereof, interest on the Bonds may be paid by wire transfer or other
methods satisfactory to the Issuer, the Paying Agent and the Authority.

Unless otherwise provided by the Supplemental Resolution, the Bond shall be
issued in the form of a single bond, fully registered to the Authority, with a record of
advances and a payment record attached, representing the aggregate principal amount, and
shall mature in principal installments, all as provided in the Loan Agreement and said
Supplemental Resolution. Bonds shall be exchangeable at the option and expense of the
Bondholder for other fully registered Bond in aggregate principal amount equal to the
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amount of said Bonds then Outstanding, with principal installments or maturities, as
applicable, cogesponding to the dates of payment of principal installments of said Bonds;
provided, that the Authority shall not be obligated to pay any expenses of such exchange.

Subsequent series of bonds may be issued in fully registered form, in the
denomination of $5,000 or any integral multiple thereof~ all as determined by a Supplemental
Resolution. Said Bonds shall be dated as of the date specified in said Supplemental
Resolution and shall bear interest from such date.

Section 3.02. [Reserved_]

~. Additional Terms ~fBond. In addition to the terms set forth in
Section 3.01 hereof and in anticipation of the sale of the Bonds to the Authority, the District
covenants that the Bonds shall comply in all respects with the provisions of the Loan
Agreement and of any resolution of the Authority and/or DEE

Section 3.04. Execution 9.f Bond. The Bonds shall be executed in the name
of the Issuer’by the Chairman, and the seal of the Issuer shall be affixed thereto or imprinted
thereon and attested by the Secretary-Treasurer. In case any one or more of the officers who
shall have signed or sealed any of the Bonds shall cease to be such officer of the Issuer
before the Bonds so signed and sealed have been actually sold and 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 Series 1997C Bond has 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 Bond shall hold the proper office in the Issuer, although at the date
of such Bond such person may not have held such office or may not have been so authorized.

Section 3.05. Authentication and Registration. No 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 forms set forth in Section 3.10, shall have been manually executed by the Bond 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 on any Bond shall be
deemed to have been executed by the Bond Registrar if manually signed by an authorized
officer of the Bond Registrar, but it shall not be necessary that the same officer sign the
Certificate of Authentication and Registration on all of the Bonds issued hereunder.
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Section 3.06. ~, Transfer and ~,J~,al~a. Subject to the
provisions for transfer of registration set forth below, the Bonds shall be and have all of the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
State, and each successive Holder in accepting any of said Bonds shall be conclusively
deemed to have agreed that such Bonds shall be and have all of the qualities and incidents
of negotiable insmur~ents under the Uniform Commercial Code of the State, and each
successive Holder shall further be conclusively deemed to have agreed that said Bond shall
be incontestable in the hands of a bona l[ldg holder for value.

So long as any of the Bonds remain Outstanding, the Issuer, through the Bond
Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

The Bond shall be transferable only upon the books of the Bond Registrar, by
the Registered Owner thereof in person or by his attorney duly authorized in writing, upon
surrender thereto together with a written instrument of transfer satisfactory to the Bond
Registrar duly executed by the Registered Owner or his duly authorized attorney.

In all cases in which the privilege of exchanging the Bonds or transferring the
Bonds is exercised, the 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 Bond Registrar. For every such exchange or transfer of Bond, the Bond
Registrar may make a charge stttiicient to reimburse it for any tax, fee or other governmental
charge required to be paid with respect to such exchange or transfer and the cost of preparing
each new Bond upon each exchange or transfer, and any other expenses of the Bond
Registrar incurred in connection therewith, which sum or sums shall be paid by the Issuer.
The Bond Registrar shall not be obligated to make any such exchange or transfer of the
Bonds during the period commencing on the fttteenth day of the month preceding an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the selection of the Bonds to be redeemed, and ending on such interest
payment date or redemption date.

S_~,I~A/2. Bonds Mutilated, ~, Stolen or Lost. In case any Bond
shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue,
and the Bond Registrar shall, if so advised by the Issuer, authenticate and deliver, a new
Bond of the same series and of like tenor as the Bonds so mutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated Bond, upon surrender and cancellation of
such mutilated Bond, or in lieu of and substitution for the Bond destroyed, stolen or lost, and
upon the Holder’s furnishing proof of its 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 and the Bond Registrar may incur. All Bonds so
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surrendered shall be canceled by the Bond Registrar and held for the account of the Issuer.
If any such Bond 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 Bond
be lost, stolen or destroyed, without surrender thereof.

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

Section 3.08. Bonds not to be Indebtedness 9_fthe Issuer. The Bonds shall not,
in any event, be or constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein provided and amounts, if any,
in the Reserve Account. No Holder or Owners of any of the Bonds shall ever have the right
to compel the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the
interest thereon.

Section 3.09. Bonds Secured tL~ ~ ~Net Revenues. The payment of the
debt service on all the Bonds shall be secured forthwith equally and ratably with each other
by a first lien on the Net Revenues derived from the System on a parity with the lien on such
Net Revenues in favor of the Holders of the Prior Bonds, the Series 1997B Bonds and the
Series 19971) Bonds. Such Net Revenues in an amount sufficient to pay the principal of and
interest on and other payments for the Prior Bonds, the Series 1997B Bonds, the Series
1997D Bonds and the Bonds and to make the payments into the Sinking Funds, the Reserve
Account therein and in the Renewal and Replacement Fund hereinafter continued or
established and to make the payments requested by this Resolution, the Prior Resolutions,
the Series 1997B Bonds Resolution and the Series 1997D Bonds Resolution, and are hereby
irrevocably pledged to the payment of the principal of and any interest on the Bonds as the
same become due.

Section 3.10. Form of Series 1997C Bond. The text of the Series 1997C
Bond shall be in substantially the following form, with such omissions, insertions and
variations as may be necessary and desirable and authorized or permitted hereby, or by any
Supplemental Resolution adopted prior to the issuance thereof.
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[Form of Series 1997C Bond]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWERAGE SYSTEM REVENUE BOND, SERIES 1997C

No. AR-1 $2,197,304

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a 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 special funds provided therefor, as hereinafter set forth, to the West
Virginia Water Development Authority (the "Authority") or registered assigns the sum of
Two Million One Hundred Ninety-Seven Thousand Three Hundred and Four and 00/100
Dollars ($2,197,304), or such lesser amount as shall have been advanced to the Issuer
hereunder and not previously repaid, as set forth in the "Record of Advances" attached as
Exhibit A hereto and incorporated herein by reference, in installments on the 1st day of
December, the 1 st day of March, the 1 st day of June and the 1 st day of September in each
year beginning December 1, 1998, as set forth on the "Schedule of Annual Debt Service"
attached as Exhibit B hereto and incorporated herein by reference, with interest on each
installment at the rate of two percent (2%) per annum as set forth on sai.d Exhibit B. The
SRF Administrative Fee shall also be payable quarterly on the 1 st day of December, the 1 st
day of March, the 1st day of June and the 1st day of September of each year beginning
December 1, 1998 as set forth on Exhibit B attached hereto.

Principal installments of this Bond are payable in any coin or currency which,
on the respective dates of payment of principal, is legal tender for the payment of public and
private debts under the laws of the United States of America, at the office of the West
Virginia Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
Division of Environmental Protection, a division of the West Virginia Bureau of
Environment (the "DEP"), and upon the terms and conditions prescribed by, and otherwise
in compliance with, the Loan Agreement dated May 6, 1997, among the Authority, the DEP
and the Issuer.
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This Bond is issued in the aggregate principal amount of $2,197,304 (i) to pay
the costs of acquisition and construction of certain improvements and extensions to the
existing sewerage system of the Issuer (the "Project"), and (ii) to pay certain costs of
issuance hereof and related costs. This Bond is issued under the authority of and in full
compliance with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 16, Article 13A of the Code of West Virginia, 1931, as amended (the
"Act"), a Resolution duly adopted by the Issuer on the 12th day of June, 1997, and a
Supplemental Resolution adopted by the Issuer on the 12th day of June, 1997 (collectively
called the "Resolution"), and is subject to all the terms and conditions thereof. The
Resolution provides for the issuance of additional bonds under certain conditions, and such
bonds would be entitled to be paid and secured equally and ratably from and by the funds
and revenues and other security provided for the Bonds under the Resolution.

THIS BOND SHARES A FIRST LIEN PARYI’Y POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN THE
RESOLUTION, AND THE SERIES 1997B BONDS AND THE SER/ES 1997D BONDS
ISSUED SIMULTANEOUSLY HEREWITH.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Resolution) to be derived from the operation of the System on a parity with
the pledge of Net Revenues in favor of the holders of the Prior Bonds and the Series 1997B
Bonds and Series 1997D Bonds issued simultaneously herewith, and moneys in the Reserve
Account created under the Resolution and unexpended proceeds of the Bond (the "Bond
Proceeds"). 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 which 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 or statutory provisions or limitations,
nor shall the Issuer be obligated to pay the same or the interest thereon except from said
special fund provided from the Net Revenues, the moneys in the Reserve Account and
unexpended Bond Proceeds. Pursuant to the Resolution, the Issuer has covenanted and
agreed to establish and maintain just and equitable rates and charges for the use of the
System and the services rendered thereby, which shall be sufficient to provide for the
reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at least 115% of the amount required to pay the maximum amount
due in any ensuing fiscal year of principal of and interest, if any, on all obligations on a
parity with or prior to the Bonds including the Prior Bonds and the Series 1997B Bonds and
Series 199713 Bonds issued simultaneously herewith, payable from such revenues, ~
however, that so long as there exists in the Reserve Account an amount equal to the
maximum amount of principal and interest which will become due on said Bond in the then
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current year or any succeeding year and the reserve account for any other obligations
outstanding on a parity with the Bond including the Prior Bonds and the Series 1997B Bonds
and Series 1997D Bonds, is funded at an amount at least equal to the requ/rement therefor,
such percentage may be reduced to 110%. The Issuer has entered into certain further
covenants with the registered owners of the Bonds for the terms of which reference is made
to the Resolution. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Resolution, to which reference is here made for a detailed description
thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Resolution, only upon the books of the Bank One, National
Association, as registrar (the "Registrar") by the Registered Owner, or by its attorney duly
authorized in writing, upon the surrender of this Bond together with a written insmnnent of
transfer satisfactory to the Registrar duly executed by the Registered Owner or its attorney
duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond under the
provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law, shall be
applied solely to the payment of the costs of the Project described in the Resolution, and
there shall be and hereby is created and wanted a lien upon such moneys, until so applied,
in favor of the owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and in the
issuance of this Bond have existed, have happened, and have been performed in due time,
form and manner as required by law, and that the amount of this Bond, together with all
other obligations of the Issuer, does not exceed any limit prescribed by the Constitution or
statutes of the State of West Virginia and that a sufficient amount of the 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, resolutions and 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.
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IN WITNESS WHEREOF, SHADY SPRING PUBLIC SERVICE DISTRICT
has caused this Bond to be signed by its Chairman and its corporate seal to be hereunto

adYaxed and attested by its Secretary-Treasurer, and has caused this Bond to be dated June 24,
1997.

[SEAL]

Chaknnan

ATTEST:

Secretary
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1997C Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

Date: , ,1997.

, as Registrar

By
Its Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1)$
(2)s
(3)s
(4)$
(5) s
(6) s

(’0 $
(s) s
(9) s
(lo)s
(11)$
(12) s

TOTAL $



SCHEDULE

EXHIBIT B

OF ANNUAL DEBT SERVICE

SEE LOAN AGREEMENT TAB NO.    9
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Form of Assignment

FOR VALUE RECEIVED, the undersigned serfs, assigns, and transfers unto

the within Bond and does hereby irrevocably constitute and appoint

_, Att~raey to transfer said Bond on the bookskept for registration thereof with full power of substitution in the premises.

Dated:

In the presence of:
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Section 3.11. Sale ~ D.figia~ t~.adi; Ratification and ~ ~f Loan
Agrg.caxlr~ with Authority and DEP. The Bonds shall be sold to the Authority pursuant to
the terms and conditions of the Loan Agreement. If not so authorized by previous resolution,
the Chairman is specifically authorized and directed to execute the Loan Agreement and the
Secretary-Treasurer is directed to affix the seal of the Issuer thereto, attest the same and
deliver the Loan Agreement to the Authority, and any such prior execution and delivery of
the Loan Agreement is hereby authorized, ratified and approved.

S.�~Saa_L22. ~ ~Q.ealllllt~ F, agiar,~. Prior to the issuance of the
Bonds, the Issuer must obtain the certificate of the Consulting Engineers, in the form
attached to the SRF Loan Agreement, to the effect that the Project has been designed as
provided in the Program application and will be constructed in accordance with the approved
plans, specifications and design as submitted to the DEP and the Authority, as the case may
be, that the Project will be adequate for the purposes for which it was designed, and the
funding plan as submitted to the DEP and the Authority is sufficient to pay the costs of the
acquisition and construction of the Project.

Section 3.11. Amended Schedule A Filing. Within 60 days following the
Completion Date, the Issuer will file with the Authority its schedule, in substantially the
form of"Amended Schedule A" to the Loan Agreement, setting forth the actual costs of the
Project and sources of ftmds used therefor.

ARTICLE IV

[RESERVED]

ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment 9_f Funds and Accounts wi~ Depository. Bank.
The following special funds or accounts are created with and shall be held by the Depository
Bank separate and apart from all other funds or accounts of the Depository Bank and from
each other (or continue pursuant to Prior Resolutions):

(1) Revenue Fund;

(2) Renewal and Replacement Fund;
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(3) Bond Construction Trust Fund.

~fzai.oa~L_Q2. ~ of F_un~ and Accounts with .~_0mali~g~. The
following special funds or accounts are hereby established with the Commission:

(1) Series 1997C Bond Sinking Funds;

(a) Within the Series 1997C Bond Sinking Funds, the Series
1997C Bond Reserve Account.

Section 5,03. System Revenues; Flow 9.I" 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 Section 5.03 of the Prior Resolutions and which is
continued hereby. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Resolution and shall be kept separate and distinct from all other funds of the Issuer
and the Depository Bank and used only for the purposes and in the manner therein and herein
provided. As long as the Prior Bonds are Outstanding, the Issuer shall make the payments
required by.Section 5.03A of the Prior Resolutions and simultaneously make the payments
set forth hereinafter.

(1) From the Revenue Fund, the Issuer shall first each month pay the
current Operating Expenses of the System.

(2) Next from the moneys in the Revenue Fund, the Issuer shall on the
fifteenth day of each month commencing on the fifteenth day of the month following the
month of delivery of the Series 1997B Bonds, make the payments required by Section
5.03A(2) of the Prior Resolutions and (a) shall simultaneously therewith apportion and set
apart out of the Revenue Fund and remit to the office and place designated by the Series
1997B Bonds (herein called the "Sinking Fund") the monthly payment of interest set forth
in the Supplemental Resolution or such lesser amount as is required to pay the interest on the
Series 1997B Bonds as evidenced by the Record of Advances and Payments attached to the
Series 1997B Bonds as set forth in the Bond form in Section 3.10. If funds in the reserve
fund are not sufficient to make all the payments required by this section, the Issuer shall
apportion and prorate the funds available to the payments required herein; and (b)
commencing on the first day of each month simultaneously with the payments required by
this Section, 4 months prior to the first date of payment of interest on the Series 1997C Bond,
apportion and set apart out of the Revenue Fund and remit to the Commission for deposit in
the Series 1997C Bond Sinking Fund, a sum equal to 1/3rd of the amount of interest which
will mature and become due on said Series 1997C Bond on the next ensuing quarterly
payment date; provided that, in the event the period to elapse between the date of such initial
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deposit in the Series 1997C Bond Sinking Fund and the next quarterly payment date is less
than 4 months, then such monthly payments shall be increased proportionately to provide,
one month prior to the next quarterly payment date and (c) commencing on the first day of
each month, apportion and set apart out of the Revenue Fund and remit to the Commission,
commencing 7 months prior to the fu’st date of payment of interest on the Series 1997D
Bonds for which interest has not been capitalized, apportion and set apart out of the Revenue
Fund and remit to the Commission, for deposit in the Series 1997D Bonds Sinking Fund, a
stun equal to 1/6th of the amount of interest which will become due on said Series 1997D
Bonds on the next ensuing semiannual interest payment date; provided, that, in the event the
period to elapse between the date of such initial deposit in the Series 1997D Bonds Sinking
Fund and the next semiannual interest payment date is less than 7 months, then such monthly
payments shall be increased proportionately to provide, one month prior to the next
semiannual interest payment date, the required amount of interest coming due on such date.

(3) Next from the moneys in the Revenue Fund, the Issuer shall (a) on the
fifteenth day of each month, as provided by the Supplemental Resolution, make the payment
required by Sections 5.03A(3) oft he Prior Resolutions and simultaneously therewith shall
apportion ~d set apart from the Revenue Fund and remit to the Sinking Fund the monthly
payment of p~cipal set forth in the Supplemental Resolution or such lesser amount as is
evidenced by the Record of Advances and Payments attached to the Series 1997B Bond as
set forth in the Bond form in Section 3.10, such amount or amounts being the amount
required to amortize the principal of the Series 1997B Bonds over the life of the Bonds. If
funds in the reserve fund are not strl~cient to make all the payments required by this section,
the Issuer shall apportion and prorate the funds available to the payments required herein;
and (b) commencing on the first day of each month, commencing 4 months prior to the first
date of payment of principal on the Series 1997C Bond, apportion and set apart out of the
Revenue Fund and remit to the Commission for deposit in the Series 1997C Bond Sinking
Fund, a sum equal to 1/3rd of the amount of principal which will mature and become due on
said Series 1997C Bond on the next ensuing quarterly principal payment date; provided that,
in the event the period to elapse between the date of such initial deposit in the Series 1997C
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
such monthly payments shal/be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date and (c) commencing on the first day of each month, 4 months prior to the first date of
payment of principal on the Series 1997D Bond, apportion and set apart out of the Revenue
Fund and remit to the Commission for deposit in the Series 1997D Bond Sinking Fund, a
sum equal to 1/3rd of the amount of principal which will mature and become due on said
Series 199719 Bond on the next ensuing quarterly principal payment date; provided that, in
the event the period to elapse between the date of such initial deposit in the Series 1997D
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
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such monthly payments shall be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date

The deposits to the Sinking Fund provided in this paragraph and in (2), above,
constitute actual payments of principal and interest on the Bonds issued to RUS. The
amounts required for principal and interest payments on the Bonds issued hereunder other
than to RUS shall be deposited in a sinking fund created by a Supplemental Resolution.

The Issuer shall complete the "Monthly Payment Form," the form of which is
attached to the Loan Agreement as Exhibit F, and submit a copy of said form along with a
copy of its remittance checks to the Authority by the 5th day of such calendar month.

(4) The Issuer shall next transfer from the Revenue Fund and make the
payment required by Sections 5.03 A(4) of the Prior Resolution and simultaneously therewith
(a) deposit in a Reserve Account at the Depository Bank (herein the "Reserve Account"), or
in the case of Bonds other than the Series 1997B Bonds originally authorized hereby in a
reserve accbunt in a sinking fund created by Supplemental Resolution or otherwise as
designated by a Supplemental Resolution, on the fifteenth day of each month of each year
beginning with and including the month in which payments from the Revenue Fund for
interest on the Series 1997B Bonds are commenced, an amount equal to one tenth (1/10) of
the amount deposited into the Sinking Fund, as set forth above. If funds in the reserve fund
are not sufficient to make all the payments required by this section, the Issuer shall apportion
and prorate the funds available to the payments required herein; and (b) commencing on the
first day of each month, 3 months prior to the first date of payment of principal of the Series
1997C Bond, if not fully funded upon issuance ofthe Series 1997C Bond, apportion and set
apart out of the Revenue Fund and remit to the Commission for deposit in the Series 1997C
Reserve Account, an amount equal to 1/120 of the Series 1997C Reserve Requirement;
provided, that no further payments shall be made into the Series 1997C Reserve Account
when there shall have been deposited therein, and as long as there shall remain on deposit
therein, an amount equal to the Series 1997B Reserve Requirement; and (c) commencing on
the first day of each month, 3 months prior to the first date of payment of principal of the
Series 199719 Bond, if not fully funded upon issuance of the Series 1997D Bond, apportion
and set apart out of the Revenue Fund and remit to the Commission for deposit in the Seres
1997D Reserve Account, an amount equal to 1/120 of the Series 1997D Reserve
Requirement; ~, that no further payments shall be made into the Series 1997D
Reserve Account when there shall have been deposited therein, and as long as there shall
remain on deposit therein, an amount equal to the Series 1997D Reserve Requirement.
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(5) The Issuer shall next, from the moneys remaining in the Revenue Fund,
on the first day of each month, simultaneously with the payments listed above, transfer to the
Renewal and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,
exclusive of any payments for account of any Reserve Account (such amount to be inclusive
with Section 5.03A(5) of the Prior Resolutions, not in addition to). 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 ~ hereof.
Withdrawals and disbursements may be made from the Renewal and Replacement Fund for
replacements, emergency repairs, improvements or extensions to the System; ~ that
any deficiencies in the Series 1997B Bond Reserve Account, the Series 1997C Bond Reserve
Account, or the Series 1997D Bond 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 moneys from the Renewal and Replacement Fund.

Moneys in the Series 1997C Bond Sinking Fund shall be used only for the
purposes of paying principal of and interest on the Series 1997C Bond as the same shall
become due: Moneys in the Series 1997C Bond Reserve Account in the Sinking Fund shall
be used only for the purpose of paying principal of or interest on the Series 1997C Bond as
the same shall come due, when other moneys in the Sinking Funds are insufficient therefor,
and for no other purpose. Except for the funds required to be deposited in the Rebate Fund,
all investment earnings on moneys in the Reserve Account shall be transferred, not less than
once each year, to the Bond Construction Trust Fund prior to completion of the Projects and
thereafter, to the Sinking Funds.

Any withdrawals from the Reserve Account which result in a reduction
in the balance of the Reserve Account to an amount below the Reserve Requirement shall
be subsequently restored from the first Net Revenues available after all required payments
to the Sinking Funds for payment of debt service on the Bond have been made in full.

B. As and when additional Bonds ranking on a parity with the Original
Bonds are issued, provision shall be made for additional payments into the Sinking Funds
sufficient to pay any interest on such additional Bonds and accomplish retirement thereof at
maturity and to accumulate a balance in the Reserve Account in an amount equal to the
Reserve Requirements.

The Commission is hereby designated as the fiscal agent for the administration
of the Sinking Funds created hereunder, and all amounts required for said Sinking Funds
shall be remitted to the Commission from the Revenue Fund by the Issuer at the times
provided herein.
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The payments into the Sinking Funds shall be made on the first day of each
month, except that when the first day of any month shall be a Sunday or legal holiday then
such payments shall be made on the next succeeding business day, and all such payments
shall be remitted to the Commission with appropriate instructions as to the custody, use and
application thereof consistent with the provisions of this Resolution.

Moneys in the Reserve Account shall be invested and reinvested by the
Commission in accordance with Article VIII hereof.

The Sinking Fund, including the Reserve Account therein, shall be used solely
and only for, and is hereby pledged for, the purpose of servicing the Bonds and any
additional Bonds ranking on a parity with them that may be issued and Outstanding under
the conditions and restrictions hereinafter set forth.

C.    Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinabove provided, are current and
there remains in said Revenue Fund a balance in excess of the estimated amounts required
to be so tramferred and paid into the Sinking Funds, including the Reserve Account therein,
and the Renewal and Replacement Fund during the following month or such longer period
as shall be required by the Act, such excess shall be considered as surplus revenues (the
. "Surplus Revenue"). Surplus Revenues may be used for any lawful purpose of the Issuer.

D. The Issuer shall remit from the Revenue Fund to the Commission or the
Depository Bank, on such dates as the Commission or the Depository Bank, as the case may
be, shall require, such additional sums as shall be necessary to pay any Depository Bank’s
charges then due. The Issuer shall also remit from the Revenue Fund to the Authority, on
such dates as the Authority and the DEP shall require, the Issuer’s allocable share of
reasonable administrative expenses of the Authority relating to the Program, if any.

E.    The moneys in excess of the maximum amounts insured by FDIC in the
Revenue Fund and the Renewal and Replacement Fund 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.

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

Ho

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

I.    The Issuer shall each month, on the day set forth in Section 5.03A(2)
hereof (if such day is not a business day, then the next succeeding business day), deposit
with the Commission the SRF Administrative Fee as set forth in the Schedule Y attached to
the Loan Agreement.

Section 5.04. Excess Bond Proceeds. The Issuer shall place any proceeds
from the Bonds not required for the Project Costs in the respective Reserve Account to the
extent that the balances therein are not equal to the respective Reserve Requirements.

APPLICATION OF ORIGINAL BOND PROCEEDS, FUNDS AND ACCOUNTS

Section 6.01. AfkoJi£.~,l~ 9.fD£igia~ Bond Proceeds. The moneys derived
from the sale of the Original Bonds shall be deposited by the Issuer as received from time
to time in the appropriate subaccount in the Bond Construction Trust Fund established in
Section 5.01(3) hereof.

The Depository Bank shall act as a trustee and fiduciary for the Bondholders
with respect to the Bond Construction Trust Fund and shall comply with all requirements
with respect to the disposition of the Bond Construction Trust Fund set forth in this
Resolution. Except with respect to any transfers to the Rebate Fund, moneys in the Bond
Construction Trust Fund shall be used solely to pay Costs of the Projects and until so
transferred or expended, are hereby pledged as additional security for the Bonds.

~. Disbursements From the Bond ~?Zall,~alr, Ii~ T~st Fund. On or
before the Closing Date, the Issuer shall have delivered to the Authority and DEP a report
listing the specific purposes for which the proceeds of the Bonds will be expended and the
disbursement procedures for such proceeds, including an estimated monthly draw schedule.
Payments for Costs of the Projects shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Bond
Construction Trust Fund shall be made only after submission to, and approval from, the
Authority and the DEP of the following:
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(1) A "Payment Requisition Form," attached to the Loan Agreement as
Exhibit C, and

(2)
stating:

A certificate, signed by the Chairman and the Consulting Engineers,

(A) That none of the items for which the payment is proposed to be
made has formed the basis for any disbursements theretofore made;

(B) That each item for which the payment is proposed to be made is
or was necessary in connection with the Projects and constitutes a Cost of the
Projects;

and
(c) That each of such costs has been otherwise properly incurred;

(D)
owing.

That payment for each of the items proposed is then due and

In case any contract provides for the retention of a portion of the contract price,
the Issuer shall disburse from the Bond Construction Trust Fund only the net mount
remaining after deduction of any such portion. All payments made from the Bond
Construction Trust Fund shall be presumed by the Depository Bank to be made for the
purposes set forth in said certificate, and the Depository Bank shall not be required to
monitor the application of disbursements from the Bond Construction Trust Fund. The
Consulting Engineers shall from time to time file with the Depository Bank written
statements advising the Depository Bank of its then authorized representative.

Pending such application, moneys in the Bond Construction Trust Fund,
including any accounts therein, shall be invested and reinvested in Qualified Investments at
the written direction of the Issuer..
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ADDITIONAL COVENANTS OF THE ISSUER

~�,£RolL~.,IL1.. General Covenants flfthe Issuer. All the covenants, agreements
and provisions set forth in 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
owner or owners of the Bond as ffthey were set forth in full in this Resolution. In addition
to the other covenants, agreements and provisions of this Resolution, the Issuer hereby
covenants and agrees with the owners of the Bond as hereinafter provided in this Article VII.
All such covenants, agreements and provisions shall be irrevocable, except as provided
herein, as long as any of said Bonds, or the interest thereon, is Outstanding and unpaid.

~e,.C, R0.11_7.,~. Bond not to be~~fthe Issuer. The Bond shaft not
be nor 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 funds
pledged for such payment by this Resolution. No Holder or Owners of any Bond shall ever
have the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
Bond or the interest thereon.

Section 7.03. Bonds Sec~ed ]LY ~ ~afNet Revenues. The payment of the
debt service of the Original Bonds issued hereunder shall be secured forthwith equally and
ratably by a first lien on the Net Revenues derived from the operation of the System on a
parity with the lien on such Net Revenues in favor of the Prior Bonds, the Series 1997B
Bonds and the Series 1997D Bonds. The Revenues derived from the System, in an amount
sufficient to pay the principal of the Bonds herein authorized and to make the payments into
the Sinking Funds, including the Reserve Account therein, and all other payments provided
for in the Prior Resolutions, the Series 1997B Bonds Resolution, the Series 1997D Bonds
Resolution and this Resolution are hereby irrevocably pledged, in the manner provided
herein, to the payment of the principal of and interest on the Bonds as the same become due,
and for the other purposes provided in this Resolution.

Section 7,04. Rates. Prior to issuance of the Original Bond, equitable rates
or charges for the use of and service rendered by the System will be established all in the
manner and form required by law, and copies of such rams and charges so established will
be continuously on file with the Secretary, which copies will be open to inspection by all
interested parties. The schedule of rates and charges shall at all times be adequate to produce
Gross Revenues from said System sufficient to pay Operating Expenses and to make the
prescribed payments into the funds created hereunder. Such schedule of rates and charges
shall be changed and readjusted whenever necessary so that the aggregate of the rates and
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charges will be sufficient for such purposes. The Issuer shall take the necessary actions with
respect to the imposition of rates at such times and with such provisions with respect to
interest rate and maturity of the Bond to finance the issuance of the Bond as the purchaser
thereof shall require. 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 (i) to provide for all reasonable expenses of
operation, repair and maintenance of the System and (ii) to leave a balance each Fiscal Year
equal to at least 115% ofthe maximum amount required in any succeeding Fiscal Year for
payment of principal of and interest on the Bond; ~ that, in the event that an amount
at least equal to or in excess of the Reserve Requirement is on deposit in the Reserve
Account and is funded at least at the requirement provided for in the Resolution, such
balance each Fiscal Year need only equal at least 110% of the maximum amount required
in any succeeding Fiscal Year for payment of principal of and interest on the Original Bond.

The Issuer hereby adopts the rates and charges set forth in the PSC Order and
attached hereto as Exhibit C and incorporated herein by reference.

Section 7.05, ~ Operation and Maintenance; Schedule ~zfCost. The
Issuer will expeditiously complete the Projects and will maintain the System in good
condition and will operate the same as a revenue-producing enterprise in an efficient and
economical manner, making such expenditures for equipment and for renewal, repair and
replacement as may be proper for the economical operation and maintenance thereof from
the revenues of said System in the manner provided in this Resolution.

Upon completion of the Projects, the Issuer shall file with the Authority a
schedule in substantially the form of Amended Schedule A to the Program loan application,
setting forth the actual costs of the Projects and sources of funds therefor.

Section 7.06. Sale 9.fthe ~llrall. Except as otherwise required by law and the
terms of the Prior Resolutions, 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 or redeem at or prior to maturity all the Bonds and
Bonds Outstanding, or to effectively defease this Resolution in accordance with Sections
10.01 hereof. The proceeds from any such sale, mortgage, lease or other disposition of the
System shall be immediately remitted to the Commission for deposit in the appropriate
Sinking Funds, and the Issuer shall direct the Commission to apply such proceeds to the
payment of principal at maturity of and interest on the Bonds about to mature and to the
redemption prior to maturity at the earliest date permitted hereby and at the redemption price,
of all other Outstanding Bonds. Any balance remaining after the redemption or payment of
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all the 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, the Issuer shall have and hereby
reserves the fight 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 mount 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 $10,000, the Issuer shall, by resolution, determine that
such property comprising a part of the System is no longer necessary, useful or profitable in
the operation thereof and may then provide for the sale of such property. The proceeds of
any such sale shall be deposited in the Renewal and Replacement Fund. If the amount to be
received from such sale, lease or other disposition of said property, together with all other
amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall
fh’st, in writing, 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, ff 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 $10,000 and not in excess of $50,000, shall, upon receipt of
approval of the Registered Owners, if needed, be remitted by the Issuer to the Commission
for deposit in the appropriate Sinking Funds and shall be applied only to the purchase or
redemption of Bonds of the last maturities then Outstanding at prices not greater than the
applicable redemption price, or, if not redeemable, par, or otherwise in the Renewal and
Replacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
and Replacement Fund shall not reduce the amounts required to be paid into said funds by
other provisions of this Resolution.

No sale, lease or other disposition of the properties of the System shall be made
by the Issuer if the proceeds to be derived therefrom, together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such
properties, shall be in excess of $50,000 and insufficient to pay or redeem prior to maturity
all Bonds then Outstanding without the prior approval and consent in writing of the Owners,
or their duly authorized representatives, of sixty-six and two-thirds percent (66 2/3%) in
amount of the Bonds then Outstanding. The Issuer shall prepare the form of such approval
and consent for execution by the then Registered Owners of the Bonds for the disposition
of the proceeds of the sale, lease or other disposition of such properties of the System.
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Section 7.07. Issuance of Other ~ Payable Out of Revenues and
~ Coven~t ~ ~. So long as any of the 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 Bonds; provided, however, that Parity Bonds may be issued as
provided for in Section 7.08 hereof. All obligations hereafter issued by the Issuer payable
from the revenues of the System, except such Parity Bonds, shall contain an express
statement that such obligations are junior and prior, as to lien on and source of and security
for payment from such revenues and in all other respects, to the Bonds; provided, that no
such prior obligations shall be issued unless all payments required to be made into the
Reserve Account and the Renewal and Replacement Fund at the time of the issuance of such
prior 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 respective liens of the Bonds, and the interest thereon,
upon any of the income and revenues of the System pledged for payment of the Bond and
the interest ’thereon in this Resolution, or upon the System or any part thereof.

The Issuer shall give the Authority and the DEP prior written notice of its
issuance of any other obligations to be issued for the System, payable from the revenues of
the System or from any grants for the Projects, or any other obligations related to the Projects
or the System.

Section 7.08. ~ Bonds. A. No Parity Bonds payable out of the Net
Revenues of the System may be issued without the prior written consent of the Authority and
DEP. No Parity Bonds payable out of the revenues of the System shall be issued after the
issuance of any Bonds pursuant to this Resolution, except under the conditions and in the
manner herein provided.

No Parity Bonds shall be issued except for the purpose of financing the costs
of the acquisition or construction of extensions, additions, betterments or improvements to
the System or refunding the entirety of one or more issues or series of bonds or both such
purposes.

No Parity Bonds shall be issued at any time, however, unless and until there
has been procured and filed with the Secretary a written statement by Independent
Accountants, based upon the necessary investigation and certification by the Consulting
Engineers, reciting the conclusion that the net revenues actually derived, subject to the
adjustments hereinafter provided, from the System during any twelve (12) consecutive



months within the eighteen (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 (3) succeeding years after the completion of the
improvements to be financed by such additional Parity Bonds, shall not be less than one
hundred fifteen percent (115%) of the maximum debt service in any succeeding year on the
following:

(1) The Bonds then Outstanding;

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

(3) The Parity Bonds then proposed to be issued.

The "estimated average increased annual net revenues to be received in each
of the three (3) succeeding years," as that term is used in the computation provided in the
above paragraph, shall refer only to the increased net revenues estimated to be derived from
any increase in rates enacted by the Issuer, the time for appeal of which shall have 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 Consulting Engineers, which shall be filed in the office of the
Secretary prior to the issuance of such additional Parity Bonds.

The Net Revenues actually derived from the System during the twelve (12)
consecutive month period hereinabove referred to may be adjusted by adding to such net
revenues such additional net revenues which would have been received, in the opinion of the
Consulting Engineers and the Independent Accountants as stated in a certificate jointly made
and signed by the Consulting Engineers and the Independent Accountants, on account of
increased rates, rentals, fees and charges for the System enacted by the Issuer, the time for
appeal of which shall have expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written contracts for the immediate acquisition or construction of such
extensions, additions, betterments or improvements to the System which are to be financed
by such Parity Bonds.

All the 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 owners of the Original Bonds and the owners of any Parity Bonds
subsequently issued from time to time within the limitations of and in compliance with this
Section. All the Bonds, regardless of the time or times of their issuance shall rank equally
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with respect to their respective liens on the revenues of the System, and their respective
sources of and security for payment from said revenues, without preference of any Bond over
any other. Tlie Issuer shall comply fully with all the increased payments into the various
funds created in this Resolution required for and on account of such additional Bonds, in
addition to the payments required for Bonds theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject
to the prior and superior lien 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, equally, as to lien on and source of and security for payment from such
revenues, with the Bond.

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

B. Notwithstanding the foregoing, the Issuer may issue Parity Bonds
without compliance with any other conditions for the purpose of refunding prior to maturity
any issues or series of the Bonds, Rrg_Yig~ that the annual debt service required on account
of the refunding Bonds and the Bonds which are not refunded shall not bc greater in any year
in which the Bonds not refunded and the refunding Bondsarc to bc Outstanding than the
annual debt service required in such year if the Bonds to bc refunded wcrc not so refunded.

With the written consent in advance of the Authority and DEP and anything
to the contrary in this Section 7.08 notwithstanding, Parity Bonds may be authorized and
issued by the Issuer pursuant to Supplemental Resolution solely to complete the Projects as
described in the Issuer’s Program application to the Authority and DEP in accordance with
the plans and specifications, in the event that the Original Bonds should be insufficient,
together with other funds lawfiflly available therefor, to pay all costs of acquisition and
construction of the Projects; ~, however, that, prior to the issuance of such Parity
Bonds under the provisions of this paragraph, the Consulting Engineers shall file with the
Secretary a certificate to the effect that additional funds are necessary for such purpose. All
such Parity. Bonds authorized and issued under the provisions of this paragraph shall be
limited to the aggregate principal amount required to make up any deficiency in funds for
payment of the construction costs to complete the Projects, and the maturities of any such
Parity Bonds shall be in years and amounts suggested by the Authority.
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Section 7.09. Insurance and ~ Bonds. The Issuer will carry such
insurance and in such amounts as is customarily carried with respect to works and properties
similar to the System, with a reputable insurance carrier or carriers, against loss or damage
by fire, explosion, hurricane, earthquake, cyclone, occupancy or other hazards and risks.
The Issuer will require that each of its contractors and all subcontractors maintain, during the
life of any construction contract, workers’ compensation coverage, public liability insurance,
property damage insurance and vehicle liability insurance in amounts and on terms
satisfactory to the Authority and the DEP, so long as the Authority is the Owner of the Bond.
The Issuer will itself, or will require each contractor and subcontractor to, obtain and
maintain builder’s risk insurance (fire and extended coverage) on a one hundred percent
(100%) basis (completed value form) on the insurable portion of the Projects, to protect the
interests of the Issuer, the Authority, the prime contractor and all subcontractors as their
interests may appear, in accordance with the Loan Agreement, during construction of the
Projects in the full insurable value thereof. In time of war, the Issuer shall also carry in said
amount such insurance as may be available against loss or damage by the risks and hazards
of war. The proceeds of all such insurance policies shall be disposed of as provided in the
Resolution and otherwise shall be placed in the Renewal and Replacement Fund and used
only for the repair and restoration of the daraaged or destroyed properties or for the other
purposes provided herein for said Renewal and Replacement Fund. The Issuer will also
carry liability insurance for damage or injury to persons or property in amounts adequate for
such purposes and customarily carried with respect to works and properties similar to the
System. The Issuer shall carry such other insurance as is requffed by the Authority and DEP
and as set forth in the Loan Agreement, including but not limited to flood insurance and
business interruption insurance, to the extent available at reasonable cost to the Issuer.

The Issuer shall require all contractors engaged in the construction of the
Projects 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 Projects covered by the particular contract
as security for the faithful performance of such contract.

Section 7. I0. ~ ~. The Issuer shall provide and maintain
competent and adequate resident engineering services satisfactory to the Authorityand the
DEP covering the supervision and inspection of the development and construction of the
Project and bearing the responsibility of assuring that construction conforms to the plans,
specifications and designs prepared by the Consulting Engineers. Such resident engineer
shall certify to the Authority, the DEP and the Issuer, at the completion of construction, that
construction is in accordance with the approved plans, specifications and designs, or
amendments thereto, approved by all necessary governmental bodies. The Issuer shall
require the Consulting Engineers to submit Recipient As-Built Plans, as defined in the SRF
Regulations, to it within 60 days of the completion of the Project. The Issuer shall notify the
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DEP in writing of such receipt. The Issuer shall submit a Performance Certificate, the form
of which is attached as Exhibit A to the Loan Agreement and is incorporated herein by
reference, to the DEP within 60 days of the end of the ftrst year after the Project is
completed.

The Issuer shall require the Consulting Engineers to submit the final Operation
and Maintenance Manual, as defined in the SRF Regulations, to the DEP when the Project
is 90% completed. The Issuer agrees that it will, at all times, provide operation and
maintenance of the System to comply with any and all State and federal standards. The
Issuer agrees that qualified operating personnel, properly certified by the State, will be
employed before the Project is 25% complete and agrees that it will retain such a certified
operator(s) to operate the System during the entire term of the Loan Agreement. The Issuer
shall notify the DEP in writing of the certified operator employed at the 25% completion
stage.

The Issuer agrees that qualified operating personnel, properly certified by the
State, will be retained to operate the System during the entire term of the Loan Agreement.

Section 7.11..Co.lalfliat~ Wi~ Loan Agggalgl~, Rules and/gggglgl~.
The Issuer hereby covenants and agrees to perform and satisfy all terms and conditions of
the Loan Agreement and to comply with all applicable laws, rules and regulations issued by
the Authority, the DEP or other State, federal or local bodies in regard to the planning and
design of the Projects and operation, maintenance and use of the System.

Section 7.12. No Free Services. The Issuer will not render or cause to be
rendered any free services of any nature by its System; and, in the event the Issuer or any
department, agency, instrumentality, officer or employee of the Issuer shall avail itself or
himself or herself 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. Such charges shall be paid as they accrue, and the Issuer shall transfer
from its general funds sufficient sums to pay such charges for service to any of its
departments or properties. The revenues so received shall be deemed to be revenues derived
from the operation of the System and shall be deposited and accounted for in the same
manner as other revenues derived from such operation of the System.

Section 7.13. ~ fll’.Cg.llg.¢,lio~. The Issuer will diligently enforce
and collect all fees, rates, rentals or other charges for the services and facilities of the System
and take all steps, actions and proceedings for the enforcement and collection of such fees,
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rates, rentals or other charges that shall become delinquent to the full extent permitted or
authorized by the laws of the State of West Virginia. All such rates and charges, if not paid
when due, shall become a lien on the premises served by the System.

Whenever any rates, rentals or charges for the services or facilities of the
System, or of the waterworks system or sewerage system constituting a part thereof, shall
remain unpaid for a period of thirty (30) days after the same shall become due and payable,
the property and the owner thereof~ as well as the user of the services and facilities, shall be
delinquent until such time as all such rates and charges are fully paid. The Issuer further
covenants and agrees that it will, to the full extent permitted by law, and any rules and
regulations promulgated by the Public Service Commission of West Virginia applicable
thereto, discontinue and shut off both the water and sewerage services and facilities of the
System to all delinquent users of the services and facilities of the System, or of the
waterworks system or sewerage system constituting a part thereof, and will not restore either
water or sewerage services of the System until all delinquent charges for the service and
facilities of the System, or of the waterworks system or sewerage system constituting a part
thereof, plus reasonable interest penalty charges for the restoration of service, have been
fully paid. ¯

Section 7.14. No .~ Franchise. To the extent allowable by law, the
Issuer will not grant or cause, consent to or allow the granting of, any franchise or permit to
any person, f’trm, corporation or body, or agency or instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.

Section 7.15. Books, Records and Facilities. The Issuer shall keep complete
and accurate records of the cost of acquisition and construction of the Projects. The Issuer
shall permit the Authority and the DEP, or their agents and representatives, to inspect all
books, documents, papers and records relating to the Projects and the System at all
reasonable times for the purpose of audit and examination. The Issuer shall submit to the
Authority and the DEP such documents and information as they may reasonably require in
connection with the acquisition, construction and installation of the Projects, the operation
and maintenance of the System and the administration of the Loan Agreement or other
sources of financing for the Projects.

The Issuer shall permit the Authority and the DEP, or their agents and
representatives, to inspect all records pertaining to the operation of the System at all
reasonable times following completion of construction of the Projects and commencement
of operation thereof, or, if the Projects is an improvement to an existing system, at any
reasonable time following commencement of construction.
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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 owner of a
Bond or Bonds issued pursuant to the Resolution 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 currently accepted
accounting practices in accordance with the rules and regulations of the PSC and the Act.
Separate control accounting records shall be maintained by the Issuer. Subsidiary records
as may be required shall be kept in the manner, on the forms, in the books, and along with
other bookkeeping records as prescribed by the Issuer. The Issuer shall prescribe and
institute the manner by which subsidiary records of the accounting system which may be
installed remote from the direct supervision of the Issuer shall be reported to such agent of
the Issuer as the Authority shall direct.

The Issuer shall file with the Consulting Engineers and the Authority and DEP,
and shall mail in each year to any owner or owners 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 Resolution with respect to said Bonds and
the status of all said funds and accounts.

(C) The mount of any Bonds, or other obligations Outstanding and
secured by a lien on the Net Revenues of the System.

The Issuer shall also, at least once a year, cause the books, records and
accounts of the System to be completely audited by Independent Accountants, shall mail
upon request, and make available generally, the report of said Independent Accountants, or
a summary thereof, to any owner or owners of Bonds issued pursuant to this Resolution, and
shall submit said report to the Authority and the DEP. The report of said audit shall include
a statement that the Issuer is in compliance with the terms and provisions of the Act and the
Loan Agreement and that the Issuers revenues are adequate to meet its operation and
maintenance expenses and debt service requirements.
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The Issuer shall, commencing on the date contracts are executed for the
construction of the Projects and for two years following the completion of the Projects, each
month complete a Monthly Financial Report, the form of which is attached to the Loan
Agreement as Exhibit B and is incorporated herein by reference, and forward a copy by the
10th of each month to the Authority and the DEE

The Issuer shall, during construction of the Projects, complete Payment
Requisition Forms, the form of which is attached to the Loan Agreement as Exhibit C and
is incorporated herein by reference, and forward a copy to the DEP in compliance with the
Issuer’s construction schedule.

The Issuer shall provide the DEP with all appropriate documentation to comply
with any special conditions established by federal and/or state regulations as set forth in
Exhibit E of the Loan Agreement or as promulgated from time to time.

The Issuer shall permit the Authority or the DEP, or their agents and
representatives, to enter and inspect the Projects site and Projects facilities at all reasonable
times. Priorto, during and after completion of construction of the Projects, the Issuer shall
also provide the Authority and the DEP, or their 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 Authority and the DEP with respect to the System pursuant to the
Act.

Section 7,16. QgCXalillg Budget. 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 Authority and the DEP within thirty days of the adoption thereof. No expenditures for
the operation and maintenance of the System shall be made in any Fiscal Year in excess of
the mounts 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 mount 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 mail copies of such annual
budget and all resolutions authorizing increased expenditures for operation and maintenance
to the Authority and to any Holder of any Bonds who shall file his address with the Issuer
and request in writing that copies of all such budgets and resolutions be furnished him and
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shall make available such budgets 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 7.17. ~ ~_o~l~¢ai~. The mandatory use of the System is
essential and necessary to protect and preserve the public health, comfort, safety,
convenience and welfare of the inhabitants and residents of, and the economy of, the Issuer
and 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 matter 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 7.18. Statutory. Mg/1ga~ Lien. For the further protection of the
Bondholders, 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, and
shall take effect immediately upon delivery of the Bonds and shall be for the benefit of all
Owners of the Bonds. This lien is on a parity with the lien of the Prior Bonds, the Series
1997B Bonds and the Series 1997D Bonds issued simultaneously herewith.

Section 7.19. .C,~ap.Liaa~. The Issuer also agrees to comply with all
applicable laws, roles and regulations issued by the Authority, the DEP or other State, federal
or local bodies in regard to the acquisition and construction of the Projects and the operation,
maintenance and use of the System.
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~. ~ of Projects; Permits and ~.111�/.1. The Issuer will
complete the Projects as promptly as possible and operate and maintain the System in good
condition and in compliance with all federal and state requirements and standards.

~�.�I1~a_7.,~. Securities Laws Compliart~¢. The Issuer will provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
changes in usage and customer base) so that the Authority may comply with the provisions
of SEC Rule 15c2-12 (17CRF Part 240).

ARTICLE VIII

INVESTMENT OF FUNDS; NON-ARBITRAGE

SeCtion 8.01. Investments. Any moneys 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 Commission, the Depository Bankor such. 0~er bank or national banking ~
association holding such fundor account, as the case may be, at the direction of the Issuer
in any Qualified Investments to the fullest extent possible under applicable laws, this
Resolution, the need for such moneys for the purposes set forth herein and the specific
restrictions and provisions set forth in this Section 8.01 and in Sections 8.02 and 8.03.

Except as specifically provided herein, 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 Commission, the Depository Bank or
such other bank or national banking association, as the case may be, 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 fi’om 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
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.
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DEFAULT AND REMEDIES

Section 9.01. Events 9.fDefault. Each of the following events shall constitute
an "Event of Default" with respect to the Bonds:

(1) If default occurs in the due and punctual payment of the principal of or
interest on any Bonds, the Series 1997B Bonds, the Series 1997C Bonds, the Series
1997D Bonds or the Prior Bonds; or

(2) If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Bonds set forth in this Resolution,
any Supplemental Resolution or in the Bonds, 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 Commission, the Depository Bank, the Construction Trust Fund
Depository Bank, the Bond Registrar, any Paying Agent or a Holder of a Bond; or

(3) Ifa default occurs under this Resolution;

(4) If a default occurs under the Prior Resolutions; or

(5) 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.

Section 9.02. Remedies. Upon the happening and continuance of any Event
of Default, any Registered Owner of a Bond may exercise any available remedy and bring
any appropriate action, suit or proceeding to enforce his 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 such Registered Owners including the right to require the
Issuer to perform its duties under the Act and this Resolution relating thereto, 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 Bonds, (iv) by action at law or bill in equity require
the Issuer to account as if it were the trustee of an express trust for the Registered Owners
of the Bonds, and (v) by action at law or bill in equity enjoin any acts in violation of the
Resolution with respect to the Bonds, or the rights of such Registered Owners, pLg.Xig~
however, that all fights and remedies of the Registered Owners shall be subject to those of
the Registered Owners of the Prior Bonds.
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Section 9.03. ~ of Receiver. Any Registered Owner of Bonds
may, by proper legal action, compel the performance of the duties of the Issuer under this
Resolution and the Act, including 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 default in the payment of interest on any Bonds when
the same shall become due, or in the payment of the principal of any Bond or Bonds, either
at the specified date of maturity thereof or at a date set for redemption thereof, or otherwise
in the performance of any covenant contained in the Resolution other than as to such
payment and such default shall continue for a period of thirty (30) days after written notice
to the Issuer of such default, any Bondholder shall, in addition to aH other remedies or fights,
have the right by appropriate legal proceedings to obtain the appointment of a receiver to
administer the System on behalf of the Issuer, with power to charge rates, rentals, fees and
other charges sufficient tO provide for the payment of the Bonds and any interest thereon, the
deposits into the funds and accounts hereby established as herein provided and the payment
of Operating Expenses of the System and to apply such rates, rentals, fees, charges or other
revenues in conformity with the provisions of the Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents and
attorneys, enter into and. upon and take possession of all facilities of 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 do.

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution for Reserve, Sinking or other funds and upon any other
obligations and interest thereon having a charge, lien or encumbrance upon the revenues of
the System shall have been paid and made good, and all defaults under the provisions of 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 any Bonds shall have the same fight 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, 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 in the discretion of such court. Nothing herein
contained shall limit or restrict the jurisdiction of such court to enter such other and further
orders and decrees as such court may deem necessary or appropriate for the exercise by the
receiver of any function not specifically set forth herein.
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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 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 said System shall remain in the Issuer, and no court shall have any jurisdiction to enter any
order or decree permitting or requiring such receiver to sell, assign, mortgage or otherwise
dispose of any assets of the System.

Section 9.04. Remedies on ~ Wi~ Prior Bonds. The exercise of any
remedies set forth in Sections 9.02 and 9.03 above shall recognize and protect the parity
rights of the owners of the Prior Bonds, the Series 1997B Bonds and the Series 1997D
Bonds.

ARTICLE X

DEFEASANCE

Section 10.01. Defeasanee 9~f Bonds. If the Issuer shall pay or cause to be
paid, or there shall otherwise be paid, to the Owners of all Bonds, the principal of and
interest due. or to become due thereon, at the times and in the manner stipulated therein and
in 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 Bonds shall thereupon cease, terminate and become void and be
discharged and satisfied.

Bonds for the payment of which either moneys in an amount which shall be
sufficient, or securities the principal of and the interest on which, when due, will provide
moneys which, together with the moneys, if any, deposited with the Paying Agent at the
same or earlier time, shall be sufficient, to pay as and when due, the principal installments
of and interest on the Bonds shall be deemed to have been paid within the meaning and with
the effect expressed in the first paragraph of this section. All Bonds shall, prior to the
maturity thereof, be deemed to have been paid within the meaning and with the effect
expressed in the first paragraph of this section if there shall have been deposited with the
Commission or its agent either moneys in an amount which shall be sufficient, or securities
the principal of and the interest on which, when due, will provide moneys which, together
with other moneys, if any, deposited with the Commission at the same time, shall be
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suflScient to pay when due the principal installments of and interest due and to become due
on the Bonds on and prior to the next redemption date or the maturity dates thereof. Neither
securities nor moneys deposited with the Commission pursuant to this section nor principal
or interest payments on any such securities shall be withdrawn or used for any purpose other
than, and shall be held in trust for, the payment of the principal installments of and interest
on said Bonds; ~ that any cash received from such principal or interest payments on
such securities deposited with the Commission or its agent, if not then needed for such
purpose, shall, to the extent practicable, be reinvested in securities maturing at times and in
amounts sufficient to pay when due the principal installments of and interest to become due
on said Bonds on and prior to the next redemption date or the maturity dates thereof, and
interest earned from such reinvestments shall be paid over to the Issuer as received by the
Commission or its agent, free and clear of any trust, lien or pledge. For the purpose of this
section, securities shall mean and include only Government Obligations.

MISCELLANEOUS

Section 11.01. ~ ~ ~ 9.t" Resolution. No material
modification or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the respective fights of
Registered Owners of the Bonds shall be made without the consent in writing of the
Registered Owners of sixty-six and two-thirds percent (66 2/3%) or more in principal amount
of the Bonds so affected and then Outstanding; provided, that no change shall be made in the
maturity of any Bond or Bonds or the rate of interest thereon, or in the principal amount
thereo£ or affecting the unconditional promise of the Issuer to pay such principal and interest
out of the revenues of the System without the consent of the respective Registered Owner
thereof. No amendment or modification shall be made that would reduce the percentage of
the principal amount of Bonds required for consent to the above-permitted amendments or
modifications. Notwithstanding the foregoing, this Resolution may be amended without the
consent of any Bondholder as may be necessary to assure compliance with Section 148(0
of the Code relating to rebate requirements or otherwise as may be necessary to assure the
excludibility of interest on the Bonds and the Notes from the gross income of the Owners
thereof.

Section 11.02. Resolution Constitutes Contract. The provisions of the
Resolution shall constitute a contract between the Issuer and the Registered Owners of the
Bond and no change, variation or alteration of any kind of the provisions of the Resolution
shall be made in any manner, except as in this Resolution provided.
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~i~LLL~. ~ of Invalid ~. 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, the Supplemental Resolution and the Bond.

i~.IL.LL~. ~, 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 11.05. ~ Provisions. All orders or resolutions and parts
thereof in conflict with the provisions of this Resolution except for the Prior Resolutions, are,
to the extent of such conflict, hereby repealed and to the extent that a conflict arises between
this Resolution and the Prior Resolutions, the more restrictive provision shall prevail.

Scgtioad.13~. Covert of Due Proced~e, 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 of this Resolution do exist, have happened, have been
performed and have been taken in regular and due time, form and manner as-requh’ed by and
in full compliance with the laws and Constitution of the State of West Virginia applicable
therefo; and that the Chairman, Secretary and members of the Governing Body were at all
times when any actions in connection with this Resolution occurred and are duly in office
and duly qualified for such office.

Section 11.07. Effective Date. This Resolution shall take effect immediately
upon adoption.
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Adopted this ~ day of ,1997.

SHADY SPRING PUBLIC SERVICE DISTRICT

~hairman, Publid gervi~e B’o~

"~ M~mber, Public Service~Board

Board
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the Public Service Board
of Shady Spring Public Service District on the __ day of
1997.                                                                       ’

[SEAL]

Dated: .__, 1997.

Secretary, Public Service l~oard
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DESCRIPTION OF PROJECTS

Project Descr~vtion - Acquisition and Construction Phase for the Collection System in the
Tilden Are~



EXHIBIT B

LOAN AGREEMENT

[See Tab 9]



EXHIBIT C

SCHEDULE OF RATES

SEE TAB 16



2.3

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL    RESOLUTION    PROVIDING    AS    TO    DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,
SALE PRICES, AND OTHER TERMS OF THE SHADY SPRING PUBLIC
SERVICE     DISTRICT     SEWER     REVENUE     BOND,       SERIES      1997C,
DESIGNATING A REGISTRAR,    PAYING AGENT,    DEPOSITORY BANK,
AND    CONSTRUCTION TRUST FUND DEPOSITORY BANK;    APPROVING
LOAN AGREEMENTWITH RESPECT TO THE BOND; AND MAKING OTHER
PROVISIONS AS TO THE BOND.

WHEREAS, the Public Service Board of the Shady Spring Public
Service District (the "District"). has duly and officially adopted a Bond
Resolution on June 12, 1997 (the "Resolution"), entitled:

RESOLUTION    AUTHORIZING    THE    ACQUISITION    AND
CONSTRUCTION OF CERTAIN IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC SEWERAGE FACILITIES OF SHADY
SPRING PUBLIC SERVICE DISTRICT AND THE FINANCING OF
THE COST THEREOF, NOT OTHERWISE PROVIDED, THROUGH
THE    ISSUANCE OF NOT MORE THAN $2,197.,304    IN
AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER REVENUE BOND, SERIES 1997C;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED OWNERS OF SAID BOND;
P~ATIFYING A LOAN AGREEMENT WITH THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY AND THE WEST VIRGINIA
DIVISION OF ENVIRONMENTAL PROTECTION RELATING TO
SAID    BOND;    AUTHORIZING THE    SALE AND PROVIDING    FOR
THE TERMS AND PROVISIONS OF SAID BOND;    AND ADOPTING
OTHER PROVISIONS RELATING THERETO.

WHEREAS, the Resolution provides for the issuance of the Shady
Spring Public Service District Sewer Revenue Bond, Series 1997C (the
"Bond") in aggregate principal amount not to exceed $2,500,000 n accordance
with Chapter 16, Article 13A, of the Code of West Virginia, 1931, as
amended, (the "Act"), and the terms of the Loan Agreement (the "Loan
Agreement") entered into among the District, the West Virginia Division of
Environmental Protection (the "DEP") and the West Virginia Water
Development Authority (the "Authority"), but requires that the dates,
interest rates, maturities, sale prices and other terms of the Bond should
be established by a supplemental resolution;

WHERF~AS, the Bond is proposed to be purchased by the Authority
pursuant to the Loan Agreement; and

WHEREAS, the Public Service Board (the "Board") of the District
deems it essential and desirable that this resolution (the "Supplemental
Resolution"), be adopted and that the prices, the maturity dates, the
redemption provisions, the interest rates, and the interest and principal
dates of the Bond be fixed hereby in the manner stated herein; that the
Loan Agreement be approved; and that other matters relating to the Bond be
herein provided for.



WHEREAS, capitalized terms not otherwise defined shall have the
meanings given such terms in the Resolution.

NOW,    THEREFORE,    BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF
THE SHADY SPRING PUBLIC SERVICE D~STRICT:

Section I.    Pursuant to the Resolution, the Act, and this
Supplemental Resolution, the Bond shall be in the aggregate principal
amount of $2,197,304, with the following provisions:

(A) The Bond shall be originally issued in the form of
a single bond, numbered AR-I, in the principal amount of $2,197,304. The
Bond shall be dated the date of delivery thereof, shall bear interest at
the rate of zero percent (0%) per annum from the date of delivery to and
including the 20 year life of the loan, which principal shall be payable
quarterly on December I, March I, June 1 and September 1 of each year
commencing December i, 1998, shall be subject to redemption upon the
written consent of the Authority and DEP, upon payment of the interest, and
subject to the other requirements provided in the Loan Agreement, as long
as the Authority shall be the registered owner of the Bond. The SRF 1%
Administrative Fee shall be paid quarterly.

(B) The Bond shall be sold to the Authority in
accordance with the terms of the Loan Agreement at a price equal to 100%
of the principal amount thereof.

Section 2. A~l other provisions relating to the Bond shall be
as provided in the Resolution, and the Bond shall be in substantially the
form provided in the Resolution with such changes, insertions and omissions
as may be approved by the Chairman of the District. The execution of the
Bond by the Chairman shall be conclusive evidence of such approval.

Section 3. The District does hereby ratify, approve and accept
the Loan Agreement including the "Schedule X" attached thereto, a copy of
which is incorporated herein by reference, and the execution and delivery
by the Chairman of the Loan Agreement and the performance of the
obligations contained therein, on behalf of the District have been and are
hereby authorized, approved and directed.

Section 4. The District hereby appoints and designates First
State Bank & Trust, Beckley, West Virginia, as the Depository Bank, as
provided in.the Resolution.

Section 5. The District hereby appoints and designates Bank
One, West Virginia, Charleston, National Association, Charleston, West
Virginia, as Registrar for the Bond.

Section ~. The District hereby appoints and designates the
West Virginia Municipal Bond Commission (the "Commission"), Charleston,
West Virginia as Paying Agent for the Bond.

SectiQG 7. The Chairman and Secretary/Treasurer are hereby
authorized and directed to execute and deliver such other documents and
certificates, including the Registrar’s Agreement, required or desirable
in connection with the Bond hereby and by the Resolution approved and
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provided for, to the end that the Bond may be delivered to the Authority
pursuant to the Loan Agreement on or about May 6, 1997.

Section 8. The financing of the Project in part with proceeds
of the Bond is in the public interest, serves a public purpose of the
District and will promote the health, welfare and safety of the residents
of the District.

Section 9. The District hereby directs the Depository Bank to
initially invest all monies in the funds and accounts established under the
Bond Resolution in Qualified Investments further directed by the District.

Section i0. The District shall not permit at any time or times
any of the proceeds of the Bond or any other funds of the District to be
used directly or indirectly in a manner which would result in the exclusion
of the Bond from the treatment afforded by Section 103(a) of the Internal
Revenue Code of 1986, as amended, and any regulations promulgated
thereunder or under any predecessor thereto (the "Code"), by reason of the
classification of the Bond as "private activity bonds" within the meaning
of the Code. The District will take all actions necessary to comply with
the Code and Treasury Regulations to be promulgated thereunder.

Section II. This Supplemental Resolution shall be effective
immediately upon adoption, ....                "

Dated: June 12, 1997

[SEAL]

SHADY SPRING PUBLIC SERVICE DISTRICT

Secretary/Treasurer
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6(c) Certified Copy of Series 1997D Bond

Resolution adopted on June 12, 1997

and Supplemental Resolution of the Issuer

adopted on June 19, 1997



BOND RESOLUTION
(WDA)

A RESOLUTION AUTHORIZING THE REFUNDING OF
SHADY SPRING PUBLIC SERVICE DISTRICT’S SEWER
REVENUE BONDS, SERIES 1982 A AND THE FINANCING
OF THE COST THEREOF, NOT OTHERWISE PROVIDED,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $3,600,000 IN AGGREGATE PRINCIPAL
AMOUNT    OF    SHADY    SPRINGPUBLIC    SERVICE
DISTRICT SEWER REFUNDINGREVENUE BONDS,
SERIES 1997D; PROVIDING FORTHE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS     OF     SAID    BONDS;     APPROVING    AND
RATIFYING A LOAN AGREEMENT WITH THE WEST
VIRGINIA WATER DEVELOPMENT AUTHORITY
RELATING TO SAID BONDS; AUTHORIZING THE SALE
AND PROVIDING FOR THE TERMS AND PROVISIONS OF
SAID BONDS; AND ADOPTING OTHER PROVISIONS
RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser of the Bonds, or any other agency of the State that
succeeds to the functions of the Authority.

"Authorized Officer" means the Chairperson of the Governing Body of the
Issuer or any other person duly appointed as such by the Governing Body.



"Board" means the public service board of the Issuer and shall include the
membership of the Board as may hereafter be duly constituted as the legal successors to the
present membership or any other authority vested with and authorized to exercise the powers
of the Issuer.

"Bondholders," "Holder of the Bonds," "Holder," "Registered Owner,"
"Owner" or any similar term, whenever used herein with respect to an Outstanding Bond or
Bonds, means the person in whose name such Bond is registered.

"Bond Register" means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter defined for the registration and transfer of
the Bonds.

"Bond Registrar" or "Registrar" means the bank or other entity to be designated
as such in the Supplemental Resolution and its successors and assigns.

"Bonds" means the Series 1997 D Bonds originally authorized hereby, and any
pari passu additional bonds hereafter issued within the terms, restrictions and conditions
contained in this Resolution.

"Bond Year" means the 12 month period beginning on the anniversary of the
Closing Date m each year and ending on the day prior to the anniversary date of the Closing
Date in the following year except that the first Bond Year shall begin on the Closing Date.

"Certificate of Authentication and Registration" means the certificate of
authentication and registration on the Bonds in substantially the form set forth in the Bond
Form contained herein.

"Chairperson" means the Chairperson of the Governing Body of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Bonds
for the proceeds representing the purchase of the Bonds by the Authority.

"Code" means the Internal Revenue Code of 1986, as amended, including the
rules and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Construction Trust Fund" means the Series 1997D Bonds Construction Trust
Fund established by Section 5.03.

"Consulting Engineers" means L.A. Gates Company, Beckley, West Virginia,
or any engineer or firm of engineers of reputation for skill and experience with respect to the
design and construction of sewerage systems or facilities that shall at any time hereafter be
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retained by the Issuer as Consulting Engineers for the System and which engineer or
engineering firm shall meet the Program requirements.

"Debt Service" means the scheduled amount of interest and amortization of
principal payable on the Series 1997D Bonds, as hereinafter defined, during the period of
computation, excluding amounts scheduled during such period which relate to principal
which has been retired before the beginning of such period.

"Depository Bank" means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinaiter defined and any successor thereto.

"Excess Investment Earnings" means an amount equal to the sum of:

(A) The excess of

(i) The aggregate amount earned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Series 1997D Bonds
are invested [other than amounts attributable to an excess described in this

¯ clause (A)of this de~tion of Excess Investment Earnings], over ...............

(ii) The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Earnings]
had been equal to the Yield on the Series 1997D Bonds, plus

(B) Any income attributable to the excess described in clause (A) of this
definition of Excess Investment Earnings.

"FDIC" means the Federal Deposit Insurance Corporation and any successor
to the functions thereof.

"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
is now or may hereafter be constituted.

"Government Obligations" means direct obligations of, or obligations the
timely payment of the principal of and interest on which is guaranteed by, the United States
of America, including (i) such obligations which have been stripped from the/r unmatured
interest coupons, interest coupons stripped from such obligations and receipts or certificates
evidencing payments from such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct
obligations of~ or specified obligations which are unconditionally and fully guaranteed by,
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the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof
in the capacity of custodian and (iii) obligations, the sole source of the payment of the
principal of and interest on which are obligations of the nature of those described in clause
(i), which are irrevocably pledged for such purposes.

"Gross Proceeds" means the sum of the following amounts:

(i) Original proceeds, namely, net amounts received by or for the
Issuer as a result of the sale of the Series 1997D Bonds, excluding original
proceeds which become transferred proceeds (determined in accordance with
applicable Regulations) of obligations issued to refund in whole or in part the
Series 1997D Bonds;

(ii) Investment proceeds, namely, amounts received at any time by
or for the Issuer, such as interest and dividends, resulting from the investment
of any original proceeds (as referenced in clause (i) above) or investment
proceeds (as referenced in this clause (ii)) in Nonpurpose Investments,
increased by any profits and decreased (if necessary, below zero) by any
losses on such investments, excluding investment proceeds which become
transferred proceeds (determined in accordance with applicable Regulations)
of obligations issued to refund in whole or in part the Series 1997D Bonds;

(iii) Transferred proceeds, namely, original proceeds of any prior
obligations, and interest earnings ’and profits less losses resulting from
investment of such original proceeds in Nonpurpose Investments, which are
used to discharge the outstanding principal of any prior obligations and which
are deemed to become proceeds of the Series 1997D Bonds ratably as original
proceeds of the Series 19971) Bonds, and interest earnings and profits resulting
from investment of such original proceeds in Nonpurpose Investments, which
are used to discharge the outstanding principal of any such prior obligations,
all on the date of such ratable discharge;

(iv) Sinking fund proceeds, namely, amounts, other than original
proceeds, investment proceeds or transferred proceeds [as referenced in
clauses (i) through (iii) above] of the Series 1997D Bonds, which are held in
any fund to the extent that the Issuer reasonably expects to use such other fund
to pay Debt Service;

(v) Amounts in the Series 1997D Bonds Reserve Account and in any
other fund established as a reasonably required reserve or replacement fund;

(vi) Investment Property pledged as security for payment of Debt
Service on the Series 1997D Bonds by the Issuer;
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(vii) Amounts, other than as specified in this definition, used to pay
Debt Service on the Series 1997D Bonds; and

(viii) Amounts received as a result of investing amounts described in
this definition.

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

"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 the System in the normal operation
of its business and affairs.

"Investment Property" means any security (as said term is defined in Section
165(g)(2)(A) or (B) of the Code), obligation, annuity contract or investment-type property,
excluding, however, obligations the interest on which is excluded from gross income under
Section 103 of the Code for federal income tax purposes.

"Issuer" means the Shady Spring Public Service District, a public corporation
and political subdivision of the State.

"Loan Agreement" means the Loan Agreement or Loan Agreements to be
entered into between the Authority and the Issuer, pursuant to which the Authority shall
agree, subject to the Issuer’s satisfying certain engineering, legal and other requirements, to
purchase the Series 1997D Bonds.

"Net Proceeds" means the face amount of the Bonds, plus accrued interest and
premium, if any, less original issue discount, if any, and less proceeds deposited in the
respective Reserve Accounts. 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 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.
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"Nonpurpose Invesanent" means any Investment Property which is acquired
with the Gross Proceeds of the Series 1997D Bonds and is not acquired in order to carry out
the govemmental purpose of the Series 1997D Bonds.

"Operating Expenses" means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System, as hereinafter defined 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 Project, fees and
expenses of the Authority, fiscal agents, the Depository Bank, Registrar and Paying Agent,
other than those capitalized as part of the Costs of Project, 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 premitnn, if any, or interest on the Bonds, charges for depreciation, losses from
the sale or other disposition of, or from any decrease in the value of, capital assets,
amortization of debt discount or such miscellaneous deductions as are applicable to prior
accounting periods.

"Outstanding," when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered except
(i) any Bond cancelled by the Bond Registrar at or prior to said date; (ii) any Bond for the
payment of which moneys, equal to its principal amount and redemption premium, if
applicable, with interest to the date of maturity or redemption shall be in trust hereunder and
set aside for such payment (whether upon or prior to maturity); (iii) any Bond deemed to
have been paid as provided in Article X hereof; and (iv) for purposes of consents, notices or
other action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.07 hereof.

"Paying Agent" means the West Virginia Municipal Bond Commission.

"Prior Bonds" means the District’s Sewer Revenue Bonds, Series 1982B,
issued in the original principal amount of $795,515 (the "Series 1982B Bonds"), the
District’s Sewer Revenue Bonds, Series 1994A, issued in the original principal amount of
$170,532 (the "Series 1994A Bonds") and the District’s Sewer Revenue Bonds, Series
1996A, issued in the original principal mount of $151,800 (the "1996A Bonds," and
collectively with the Series 1982B Bonds and the Series 1994A Bonds, the "Prior Bonds").

"Prior Resolution" means the Bond Resolution adopted by the Board with
respect to the Series 1982A Bonds.

"Prior Resolutions" means the Bond Resolutions adopted by the Board with
respect to the Prior Bonds.
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(c) Any bond, debenture, note, participation certificate or other similar
obligation 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;

(d) 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 such Government Obligations pledged either must mature as
nearly as practicable coincident with the maturity of said time account or must
be replaced or increased so that the market value thereof is always at least
equal to the principal amount of said time account;

(e) Money market funds or similar funds, the only assets of which are
investments of the type described in paragraphs (a) through (d) above;

(f) Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (d) 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 paid
repurchase agreements, and ~ further that the owner of such repurchase
agreement shall have a prior perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such collateral; and
such collateral must be free of all claims by third parties; and

(g) The "consolidated fund" (or any distinct portion thereof) managed
by the West Virginia State Board of Investments pursuant to Article 6, Chapter
12 of the Code of West Virginia, 1931, as amended.

"Rebate Fund" means the fund created pursuant to Section 8.02 hereof.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established by Section 5.02.

"Resolution" means this resolution, as from time to time amended or
supplemented.

"Revenue Fund" means the Revenue Fund established by Section 5.01.
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"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
and use as a member of the general public. All of the foregoing shall be determined in
accordance with the Code, including, without limitation, giving due regard to "incidental
use," if any, of the proceeds of the issue and/or proceeds used for "qualified improvements,"
if any.

"Program" means the Authority’s loan program, under which the Authority
purchases the revenue bonds of local governmental entities satisfying certain legal and other
requirements with the proceeds of sewer development revenue bonds issued by the Authority
or any successor to said program as currently constituted.

"PSC" means the Public Service Commission of West Virginia and any
successors to the functions thereof.

"PSC Order" means the Final Order of the PSC in Case No.

"Purchase Price," for the purpose of computation of the Yield of the Series
1997D Bonds, has the same meaning as the term "Issue Price" in Sections 1273(b) and 1274
of the Code and, in general, means the initial offering price of the Series 1997D Bonds to the
public (not including bond houses and brokers, or similar persons or organizations acting in
the capacity of underwriters or wholesalers) at which price a substantial amount of the Series
1997D Bonds of each maturity is sold or, if the Series 1997D Bonds are privately placed, the
price paid by the first buyer of the Series 1997D Bonds or the acquisition costs of the first
buyer. Purchase Price for purposes of computing Yield of Nonpurpose Investments means
the fair market value of the Nonpurpose Investments on the date of use of Gross Proceeds
of the Series 1997D Bonds for acquisition thereof or, if later, on the date that Investment
Property constituting a Nonpurpose Investment becomes a Nonpurpose Investment of the
Series 1997D Bonds.

"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

(b) Bonds, debentures, notes 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; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;
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"Secretary" means the Secretary of the Governing Body of the Issuer.

"Series 1982A Bonds" means the Sewer Revenue Bonds of the Issuer issued
August 1, 1982, in the aggregate principal amount of $2,680,000 and currently outstanding
in the amount of $ , to be refunded by the Series 1997D Bonds authorized
hereunder.

"Series 1982B Bonds" means the Sewer Revenue Bonds of the Issuer described
in Section 1.04(I) issued August 1, 1982, in the original amount of $795,515.

"Series 1994A Bonds" means the Sewer Revenue Bonds of the Issuer described
in Section 1.04(I) issued June 8, 1994, in the original amount of $170,532.

"Series 1996A Bonds" means the Sewerage Revenue Bonds of the Issuer
described in Section 1.040) issued in the original amount of $151,800.

"Series 1997B Bonds" means the Sewer Revenue Bonds of the Issuer issued
simultaneously herewith in the original amount of $179,000.

"Series 1997C Bonds" means the Sewer Revenue Bonds of the Issuer issued
simultaneously herewith in the original amount of not to exceed $2,500,000.

"Series 1997D Bonds" means the not more than $3,600,000 in aggregate
principal amount of Shady Spring Public Service District Sewer Refunding Revenue Bonds,
Series 1997D, of the Issuer originally authorized hereby.

"Series 1997D Bonds Reserve Account" means the Series 1997D Bonds
Reserve Account established in the Series 1997D Bonds Sinking Fund pursuant to Section
5.02(1).

"Series 1997D Bonds Reserve Requirement" means as of any date of
calculation the maximum amount of principal and interest which will become due on the
Series 1997D Bonds in the then current or any succeeding year.

"Series 1997D Bonds Sinking Fund" means Series 1997D Bonds Sinking Fund
established by Section 5.02(1).

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution of the Issuer supplementing
or amending this Resolution and, when preceded by the article "the," refers specifically to
the supplemental resolution or resolutions authorizing the sale of the Bond; provided, that
any matter intended by this Resolution to be included in the Supplemental Resolution with
respect the Bond and not so included may be included in another Supplemental Resolution.



"Surplus Revenues" means the Net Revenues not required by this Resolution
to be set aside and held for the payment of or security for the Bonds or any other obligations
of the Issuer, including but not limited to the Renewal and Replacement Fund, the Reserve
Account and Sinking Fund, the proceeds of which Bonds or other obligations are to be used
to pay Costs of the Project.

"System" means the complete waterworks system of the Issuer, and any further
improvements or extensions thereto hereafter constructed or acquired from any sources
whatsoever, and includes the Project.

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

"Yield" means that yield which, when used in computing the present worth of
all payments of principal and interest (or other payments in the case of Nonpurpose
Investments which require payments in a form not characterized as principal and interest) on
a Nonpurpose Investment or on the Series 1997D Bonds, produces an amount equal to the
Purchase Price of such Nonpurpose Investment or the Bonds, all computed as prescribed in
applicable Regulations.

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 shall include the plural number in each case
and vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, feminine or neutral gender shall include any other gender.

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

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

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

follows:
Section 1.03. Findin~,s.It is hereby found,determined and declared as

A. The Issuer is a public corporation and political subdivision of the State
located in Raleigh County, West Virginia.
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B.    The Issuer presently owns and operates a public sewerage system.

C.    It is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer that there be acquired and constructed, the Project, consisting of
certain improvements, extensions or betterments to the existing System, as described in
Exhibit A attached hereto at an estimated cost of $4,001,504, in accordance with plans and
specifications to be prepared by the Consulting Engineers, which plans and specifications
following approval by RUS and DEP will be on file with the District.

D. The estimated revenues to be derived in each year after completion of
the Project from the operation of the System will be sufficient to pay all the costs of the
operation and maintenance of the System, the principal of and interest on the Bonds and the
Prior Bonds, the Series 1997B Bonds and the Series 1997C Bonds and all sinking funds,
reserve accounts and other payments provided for herein, in the Prior Resolutions and in the
PSC Order.

E.    The estimated maximum cost of the acquisition and construction of the
Project is $4,001,504, which will be permanently obtained from the Series 1997B Bonds and
the Series 1997C Bonds, issued simultaneously herewith, and an ARC Crrant and RUS Grant.
The Issuer may obtain such other grants and contributions or fi:om other sources as may be
necessaw to pay Costs of the Projects,

F.    The period of usefiflness of the System after completion of the Projects
will not be less than forty (40) years.

G. It is deemed necessary for the Issuer to issue its sewerage revenue bonds
in the aggregate principal mount of not more than $179,000, initially to be represented by
a single bond, being the Shady Spring Public Service District Sewerage System Revenue
Bond, Series 1997B and $2,500,000, initially to be represented by a single bond, being the
Shady Spring Public Service District Sewerage System Revenue Bond, Series 1997C, to
permanently finance the costs of acquisition and construction of the Project. Said costs shall
be deemed to include the cost of all property fights, easements, and franchises deemed
necessary therefor; the cost of the construction of said extensions, additions, betterments and
improvements to the System and any other expenses necessary, incidental, desirable or
appurtenant to the acquisition and construction of the Project and such replacements as are
necessary therefor; the Tap Fee; the cost of interim financing for such Project; interest on the
bonds, prior to, during and for six months after the estimated date of completion of
construction of the Project; engineering and legal expenses; expenses for estimates of costs
and revenues; expenses for plans, specifications and surveys; expenses for the service of
registrars, paying agents, depositories or other agents in connection with the issuance of the
Bonds, and such other expenses as may be necessary or desirable to said acquisition and
construction of the project and placing the same in operation and the trmancing authorized
by this Resolution.
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H. It is in the best interests of the Issuer that the Series 1997B Bonds be
sold to RUS pursuant to the terms and provisions of the Letter of Conditions and that the
Series 1997C Bonds be sold to the Authority pursuant to the terms and provisions of the
Loan Agreement.

[.    It is in the best interest of the Issuer and the Issuer is hereby authorized
and empowered to issue revenue refunding bonds to refund, pay or discharge all or any part
of its outstanding Series 1982A Bonds. The Issuer is advised that present value debt service
savings will be realized as a result of the refunding of the Series 1982A Bonds. The Issuer
hereby determinesd that it will be to the benefit of the Issuer and its residents to advance-
refund the Series 1982A Bonds by applying the proceeds of the Series 1997D Bonds and
certain other monies to purchase obligations of the United States goverment to be deposited
in the Escrow Fund pursuant to the terms of the Escrow Agreement to redeem the Series
1982A Bonds on the first permitted Redemption Date, in the maximum aggregate principal
amount of not to exceed $3,600,000, and other moneys of the Issuer, such Series 1997 D
Bonds to be secured by and payable from the Net Revenues of the System, on a parity with
the Prior Bonds, the Series 1997B Bonds and Seres 1997C Bonds.

J.    It is in the best interests of the Issuer that its Series 1997D Bonds be
sold to the Water Development Authority pursuant to a Loan Agreement and made a part
hereof, to take advantage of the favorable te~s available to the Issuer.

K. It is deemed necessary for the Issuer to issue its revenue bonds, being
the Shady Spring Public Service District Sewer Refunding Revenue Bonds, Series 1997D
Bonds in the aggregate principal amount of not more than $3,600,000 to permanently finance
the cost of refunding the District’s Series 1982A Bonds. Said costs shall be deemed to
include the cost of paying in full the entire outstanding principal of, the redemption premium,
if any, and the interest on, the Series 1982A Bonds; amounts which may be deposited in the
Reserve Account; other expenses necessary or incident to determining the feasibility or
practicability of the enterprise; administrative expense, commitment fees, fees of the
Authority, discount, initial fees for the services of registrars, paying agents, depositories or
trustees or other costs in connection with the sale of the Bonds and such other expenses as
may be necessary or incidental to the financing herein authorized and the performance of the
things herein required or permitted, in connection with any thereof.

L.    It is in the best interests of the Issuer that the Series 1997D Bonds be
sold to the Authority pursuant to the terms and provisions of the Loan Agreement.

M. The Issuer has complied with all requirements of West Virginia law
relating to refunding the Series 1982A Bonds and issuance of the Series 1997D Bonds, or
will have so complied prior to issuance of any Series 1997D Bonds, including, among other
things, the obtaining of the PSC Order, the time for rehearing and appeal of which expired
or the rights of all parties to appeal have been waived and "approved by" the West Virginia
Infrastructure and Jobs Development Council.
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~ N. There are outstanding obligations of the Issuer which will rank either
on a pari .ty with or junior or subordinate to the Bond as to liens, pledge and source of and
security for payment, which obligations are designated and have the lien positions with
respect to the Bond as follows:

Desi~ation

Water Development Authority - Sewer
Revenue Bonds, Series 1982B dated
August l, 1982, issued in the original
principal amount of $795,515
(the "Series 1982 B Bonds");

First Lien (Parity)

Water Development Authority - Sewer
Revenue Bonds, Series 1994A dated
June 6, 1994, issued in the original
principal amount of $170,532
(the "Series 1994A Bonds");

First Lien (Parity)

Water Development Authority - Sewer
Revenue Bonds, Series 1996A dated
April 25, 1996, issued in the original
principal amount of $151,800
(the "1996A Bonds").

First Lien (Parity)

The Series 1982B Bonds, the Series 1994A Bonds and the Series 1996A Bonds
First Lien (Parity) are hereinafter called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior Bonds and with the Series
1997B Bonds and Series 1997D Bonds issued simultaneously herewith with respect to the
liens, pledge and source of and security for payment and in all other respects the Issuer has
complied with the requirements for issuance of parity bonds in the Prior Resolutions. Other
than the Prior Bonds and the Series 1997B Bonds and Series 1997D Bonds issued
simultaneously herewith, there are no outstanding bonds or obligations of the Issuer which
are secured by the revenues or assets of the System.

O. The Issuer has, by certification from an independent certified public
accountant, met the parity test of Section 7.07 of the Prior Resolutions.

P.    The Code provides exceptions from the rebate provisions for issues of
small governmental units meeting certain requirements. It is in the best interest of the Issuer
and its inhabitants to qualify for the small governmental unit exception from the rebate
provisions for the Bonds. Accordingly, it is hereby found and determined:
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(I) The Issuer is a governmental unit with general taxing powers.

(2) The Bonds are not private activity bonds as defined by the Code.

(3) Ninety-five percent (95%) or more of the net proceeds (as
defined with respect to the Code) of the Bonds will be used for local
governmental activities of the Issuer.

(4) The Issuer reasonably expects that the aggregate face mount of
all tax-exempt bonds (other than private activity bonds) issued by the
Issuer and all subordinate entities thereof during the calendar year in
which the Bonds for the refunding will be issued will not aggregately
exceed $5,000,000. The Issuer reasonably expects to issue the Bonds
in calendar year 1997.

Q. The Issuer will not permit, at any time, any ofthe proceeds of the Bond
or any other funds of the Issuer to be used directly or indirectly in a manner which would
result in the exclusion of the Bond from the treatment afforded by Section 103(a) of the
Code.

R.    The Issuer will file all statements, instruments and returns necessary to
assure the tax-exempt stares of the Bond.

So The Bond will not be federally guaranteed within the meaning of the
Code.

T.    It is reasonably anticipated that all proceeds of the Bond will be spent
within three years from the date of issuance.

Section 1.04. Resolution Constitutes Contract. In consideration of the
acceptance of the 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 Bondholders 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 any and all of such Bonds of like series.
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AUTHORIZATION OF REFUNDING

Section2.01 Authorization of Refunding. The Series 1982A Bonds
outstanding as of the date of issuance of the Series 1997D Bonds in an amount not more than
$3,600,000, are hereby ordered to be refunded pursuant to the terms of the Escrow
Agreement, and the pledge of Net Revenues in favor of the Holders of the Series 1982A
Bonds imposed by the Prior Resolution is hereby ordered terminated, discharged and
released upon the payment into the Escrow Fund from the proceeds of the Series 19971)
Bonds and from other moneys available therefor, of the following: (a) if required by the
Escrow Agreement, an amount equal to the paying agent charges and the escrow agent
charges to become due and payable in connection with the Series 1982A Bonds; (b) an
amount which will be simultaneously invested in Government Obligations bearing interest
and having maturities sufficient, together with certain cash, if any, which may also be
deposited, to provide for the payment of the principal of, interest and redemption premium,
if any, on the Series 1982A Bonds as the same become due, to the first permitted
Redemption Date thereof, being October 1, 2001, and on such Redemption Date to pay the
Redemption Price of the Series 1982A Bonds, all as set forth in the Escrow Agreement
which is hdreby authorized. Contemporaneously with the deposit of the proceeds of the
Series 1997D Bonds and other moneys into the Escrow Fund, the amount on deposit in the
Series 1982A Bonds Reserve Account created by the Prior Resolution shall be transferred
to the Series 1997D Bonds Reserve Account. The Issuer hereby authorizes the West Virginia
Municipal Bond Commission to act as Escrow Agent with respect to the refunding of the
Series 1982A Bonds.

Pursuant to the Prior Resolution, upon refunding of the Series 1982A Bonds,
the outstanding Series 1982B Bonds shall share a first lien parity position with respect to the
liens, pledge and source of and security for payment with the Bonds herein authorized, the
Prior Bonds, the Series 1997B Bonds and the Series 1997C Bonds, issued simultaneously
herewith.
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AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BONDS; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

S..e,g.l~211_,L~. Aatko.l:iT, glD~ of Bonds. For the purposes of funding a reserve
account for the Series 1997D Bonds, refunding the Series 1982A Bonds, and paying certain
costs of issuance and related costs, or any of such purposes as shall be specified in the
Supplemental Resolution, there shall be issued negotiable bonds of the Issuer. Said Bonds
shall be issued in one series, to be designated "Shady Spring Public Service District Sewer
Refunding Revenue Bonds, Series 1997D," in the aggregate principal amount of not more
than $3,600,000, and shall have such terms as are set forth hereinafter or in the Supplemental
Resolution. The proceeds of the Bonds remaining after funding of the Reserve Account (ff
funded from Bond proceeds) and capitalization of interest, if any, shall be deposited in the
Escrow Fund established by Section 5.03 hereof.

Section 3.02. Te~s of Bonds. The Bonds shall bear interest at such rate or
rates, not e~kceeding the then legal maximum, payable semiannually on such dates; shall
mature on such dates and in such amounts; and shall be redeemable, in whole or in-part, all
as the Issuer shall prescribe in the Supplemental Resolution. The Bonds shall be payable as
to principal at the office of the Paying Agent, in any coin or currency which on the dates of
payment of principal is legal tender for the payment of public or private debts under the laws
of the United States of America. Interest on the Bonds shall be paid by check or draft of the
Paying Agent mailed to the Registered Owner thereof at the address as it appears on the
books of the Bond Registrar, or by such other method as shall be mutually agreeable so long
as the Authority is the Registered Owner thereof.

Unless otherwise provided by this Resolution or the Supplemental Resolution,
the Bonds shall be issued in the form of a single bond, fully registered to the Authority, with
a debt service schedule attached, representing the aggregate principal amount of each series,
and shall mature in principal installments, all as provided in this Resolution. The Bonds
shall be exchangeable at the option and expense of the Holder for other fully registered
Bonds in aggregate principal amount equal to the amount of said Bonds then Outstanding and
being exchanged, with principal installments or maturities, as applicable, corresponding to
the dates of payment of principal installments of said Bonds; provided, that the Authority
shall not be obligated to pay any expenses of such exchange.

Subsequent series of Bonds, if any, shall be issued in fully registered form and
in denominations as determined by a Supplemental Resolution. The Bonds shall be dated
as of the date specified in the Supplemental Resolution and shall bear interest from such
date.

-16-



~;.tio.K..~.~. Additional Terms flf Series 1997D Bonds. In addition to the
terms set forth in Sections 3.01 and 3.02 hereof and in anticipation of the sale of the Series
1997D Bonds to the Authority, the Issuer covenants that the Series 1997D Bonds shall
comply in all respects with the provisions of the Loan Agreement and of any resolution of
the Authority authorizing the issuance of Series 1997D Bonds pursuant to the Program.

Section 3.04. ~ flfBonds. The Bonds shall be executed in the name
of the Issuer by the Chairperson, and the seal of the Issuer shall be affixed thereto or
imprinted thereon and attested by the Secretary. In case any one or more of the officers who
shall have signed or sealed any of the Bonds shall cease to be such officer of the Issuer
before the Bonds so signed and sealed have been actually sold and 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 Bonds 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 in the Issuer, although at the date of such Bonds
such person may not have held such office or may not have been so authorized.

~fi.o.I]_~.~.. ARthr, afi.c, al~ and Reeistration. No Bond shall be valid or
obligatory for any purpose or entitled to any security or benefit under this Resolution unless
and until th~ Certificate of Authentication and Registration on such Bond, substanfi~y in
the form set forth in Section 3~ 10, shall have been manually executed by the Bond 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 on any Bond shall be
deemed to have been executed by the Bond Registrar if manually signed by an authorized
officer of the Bond Registrar, but it shall not be necessary that the same officer sign the
Certificate of Authentication and Registration on all of the Bonds issued hereunder.

Section 3.06. Negotiability., Transfer and Re~stration. Subject to the
provisions for tramfer of registration set forth below, the Bonds shall be and have all of the
qualifies and incidents of negotiable instrmnents under the Uniform Commercial Code of the
State, and each successive Registered Owner in accepting any of said Bonds shall be
conclusively deemed to have agreed that such 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 Registered Owner shall further be conclusively deemed to have agreed that
said Bonds shall be incontestable in the hands of a bona fi.dg holder for value.

So long as any of the Bonds remain Outstanding, the Issuer, through the Bond
Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

The Bonds shall be transferable only upon the books of the Bond Registrar, by
the Registered Owner thereof in person or by his attorney duly authorized in writing, upon
surrender thereto together with a written instrument of transfer satisfactory to the Bond
Registrar duly executed by the Registered Owner or his duly authorized attorney.



In all cases in which the privilege of exchanging the Bonds or transferring the
Bonds is exercised, Bonds shall be delivered in accordance with the provisions of this
Resolution. All Bonds surrendered in any such exchanges or transfers shall forthwith be
cancelled by the Bond Registrar. For every such exchange or transfer of Bonds, the Bond
Registrar may make a charge sufficient to reimburse it for any tax, fee or other governmental
charge requ/red to he-:paid with respect to such exchange or transfer and the cost of preparing
each new Bond upon each exchange or transfer, and any other expenses of the Bond
Registrar incurred in connection therewith, which sum or sums shall be paid by the Issuer.
The Bond Registrar shall not be obligated to make any such exchange or transfer of Bonds
during the period commencing on the fifteenth day of the month preceding an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the selection of Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.07. Bonds Mutilated, ~, Stolen or Lost. In case any Bond
shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue,
and the Bond Registrar shall, ff so advised by the Issuer, authenticate and deliver, a new
Bond of the same series and of like tenor as the Bonds so mutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated Bond, upon surrender and cancellation of
such mutilafed Bond, or in lieu of and substitution for the Bond destroyed, stolen or lost, and
upon the Holder’s furnishing proof of its ownership thereof and satisfacto~ ~dernnity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
surrendered shall be cancelled by the Bond Registrar and held for the account of the Issuer.
If any such Bond 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 ff such Bond
be lost, stolen or destroyed, without surrender thereo£

Section 3.08. Bonds not to be IadcAtrdog~ 12fthe Issuer. The Bonds shall not,
in any event, be or constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein provided and amounts, if any,
in the Reserve Account. No Holder or Holders of any of the Bonds shall ever have the fight
to compel the exercise of the taxing power, ff any, of the Issuer to pay the Bonds or the
interest thereon.

Section 3.09. Bonds Secured 1~ P.lgdgc: llfNet Revenues. The payment of the
debt service on all the Series 1997D Bonds shall be secured forthwith equally and ratably
with each other by a first lien on the Net Revenues derived from the System on a parity with
the lien on such Net Revenues in favor of the Holders of the Prior Bonds, the Series 1997B
Bonds and the Series 1997C Bonds. Such Net Revenues in an amount sufficient to pay the
principal of and interest on and other payments for the Prior Bonds, the Series 1997B Bonds,
the Series 1997C Bonds and the Seres 1997D Bonds and to make the payments into the
Sinking Funds, the Reserve Account therein and the Renewal and Replacement Fund
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hereinatter established, are hereby irrevocably pledged to the payment of the principal of and
interest on the Series 1997D Bonds as the same become due.

Section 3.10. ~ lzf Bonds. The text of the Series 1997D Bonds shall be
in substantially the following form, with such omissions, insertions and variations as may
be necessary and desirable and authorized or permitted hereby, or by any Supplemental
Resolution adopted prior to the issuance thereof:
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[Form of Bonds]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER REFUNDING REVENUE BOND, SERIES 1997D

No. D-1 $

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a 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 special funds provided therefor, as hereinafter set forth, to the WEST
VIRGINIA WATER DEVELOPMENT AUTHORITY (the "Authority") or registered assigns
the sum of                               Dollars ($      ) in installments on

1 of each year as set forth on the "Schedule of Annual Debt Service" attached as
Exhibit A h~reto and incorporated herein by reference, with interest on each installment at
the rate per annum set forth on said Exhibit A,

The interest rate on each installment shall run from the original date of delivery
of this Bond to the Authority and payment therefor, and until payment of such installment,
and such interest shall be payable on April 1 and October 1 in each year, beginning

1, 199_. Principal installments of this Bond are payable in any coin or currency
which, on the respective dates of payment ..of such installments, is legal tender for the
payment of public and private debts under the laws of the United States of America, at the
office of the West Virginia Municipal Bond Commission, Charleston, West Virginia (the
"Paying Agent"). The interest on this Bond is payable by check or draft of the Paying Agent
mailed to the Registered Owner hereof at the address as it appears on the books of First
Century Bank, Oceana, West Virginia, as registrar (the "Registrar") on the 15th day of the
month next preceding an interest payment date, or by such other method as shall be mutually
agreeable so long as the Authority is the Registered Owner hereof.

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement between
the Issuer and the Authority dated            ,1997.

This Bond is one of a series of Bonds (the "Bonds") issued in the original
principal amount of $       (i) to pay a portion of the costs of refunding the Sewer
Revenue Bonds, Series 1982A; [(ii) to fund a reserve account for the Bonds;] and (iii) to pay
certain costs of issuance hereof and related costs. This Bond is issued under the authority
of and in full compliance with the Constitution and statutes of the State of West Virginia,
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including particularly Chapter 16, Article 13A of the Code of West Virginia, 1931, as
amended (the "Act"), and a Resolution duly adopted by the Issuer on ,1997,
as supplemented by a Supplemental Resolution duly adopted by the Issuer on,
1997 (collectively, the "Resolution") and is subject to all the terms and conditions thereof.
The Resolution provides for the issuance of additional bonds under certain conditions, and
such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN TIlE
RESOLUTION, AND THE SERIES 1997B BONDS AND THE SERIES 1997C BONDS
ISSUED SIMULTANEOUSLY HEREWITH.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined inthe Resolution) to be derived from the operation of the System on a parity with
the pledge of Net Revenues in favor of the holders of the Prior Bonds and the Series 1997B
Bonds and Series 1997C Bonds issued simultaneously herewith, moneys in the Reserve
Account created under the Resolution for the Bonds (the "Series 1997D Bonds Reserve
Account") /rod unexpended proceeds of the Bonds (the "Bond Proceeds"). 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 which shall be set aside in 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 or statutory 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, the moneys in the Series 1997D Bonds Reserve Account and
unexpended Bond Proceeds. Pursuant to the Resolution, the Issuer has covenanted and
agreed to establish and maintain just and equitable rates and charges for the use of the
System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 115% of the
maximum amount required in any year for debt service on the Series 1997D Bonds, and all
other obligations secured by a lien on or payable from such revenues prior to or on a parity
with any of the Series 1997D Bonds including the Prior Bonds, the Series 1997B Bonds and
Series 1997C Bonds, issued simultaneously herewith, provided however, that so long as the
Series 1997D Bonds Reserve Account is funded at an amount at least equal to the maximum
amount of principal and interest which will come due on said Bonds in the then current or
any succeeding year, and the reserve account for any other obligations outstanding prior to
or on a parity with the Series 1997D Bonds, including the Prior Bonds, the Series 1997B
Bonds and the Series 1997C Bonds issued simultaneously herewith, is funded at an amount
at least equal to the requirement therefor, such percentage may be reduced to 110%. The
Issuer has entered into certain further covenants with the Registered Owners of the Bonds
for the terms of which reference is made to the Resolutionl Remedies provided the
Registered Owners of the Bonds are exclusively as provided in the Resolution, to which
reference is here made for a detailed description thereof.
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Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Resolution, only upon the books of the Registrar by the
Registered Owner, or by its attorney duly authorized in writing, upon the surrender of this
Bond together with a written insmunent of transfer satisfactory to the Registrar duly
executed by the Registered Owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond under the
provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law, shall be
applied solely to the costs of the Project described in the Resolution, and there shall be and
hereby is created and granted a lien upon such moneys, until so applied, in favor of the
owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and in the
issuance of this Bond have existed, have happened, and have been performed in due time,
form and n~anner as required by law, and that the amount of this Bond, together with all
other obligations of the Issuer, does not exceed any limit prescribed by the Constitution or
statutes of the State of West Virginia and that a sufficient amount of the 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, resolutions and 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.

IN WITNESS WHEREOF, SHADY SPRING PUBLIC SERVICE DISTRICT
has caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto
affixed and attested by its Secretary, and has caused this Bond to be dated
1997. ’

SHADY SPRING PUBLIC SERVICE DISTRICT

[SEAL]

ATTEST:

By:
Chairperson

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Seres 1997D Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

Date:    , ,1997

, as Registrar

By:
Its Authorized Officer
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SCHEDULE OF ANNUAL DEBT SERVICE
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(Form of)

| ASSIGNMENT

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

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

Dated: , ,

In the presence of:
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Section 3.11. Sale 9.f Bonds; l?~gli~ and ~ lzf Loan ~
wilh ~. The Series 1997D Bonds shall be sold to the Authority pursuant to the terms
and conditions of the Loan Agreement. If not so authorized by previous resolution, the
Chairperson is specifically authorized and directed to execute the Loan Agreement and the
Secretary is directed to affix the seal of the Issuer, attest the same and deliver the Loan
Agreement to the Authority, and any such prior execution and delivery is hereby authorized,
ratified and approved.

Sg.q,.g.0~_,~. "Amended Sched~e A". Prior to closing, the Issuer will file
with the Authority a schedule in substantially the form of the "Amended Schedule A" to the
Loan Agreement, setting forth the actual costs of refunding the Series 1982 A Bonds and
sources of funds therefor.
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ARTICLE IV

[RESERVED]
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SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. ~ o.fF~ds and Accounts with D_g,o.o.gl9~ Bank.
The following special funds or accounts are created with and shall be held by the Depository
Bank separate and apart from all other funds or accounts of such Depository Bank and from
each other:

(1) Revenue Fund;

(2) Renewal and Replacement Fund;

(3) Cost of Issuance; and

(4) Rebate Fund.

~. FdI~ll~.s]llllg~ of Funds and Accotmts with Commission. The
following sl~ecial funds or accounts are hereby established with the Commission:

(1) Series 1997D Bonds Sinking Fund;

(a) Within the Series 1997D Bonds Sinking Fund, the Series
1997D Bonds Reserve Account.

Section 5.03. 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. The Revenue Fund shall constitute a trust fund for the purposes provided in
this Resolution and shall be kept separate and distinct from all other funds of the Issuer and
the Depository Bank and used only for the purposes and in the manner herein provided.

(1) From the Revenue Fund, the Issuer shall first each month pay the
current Operating Expenses of the System.

(2) Next from the moneys in the Revenue Fund, the Issuer shall on the
fifteenth day of each month commencing on the fifteenth day of the month following the
month of delivery of the Series 1997B Bonds, make the payments required by Section
5.03A(2) of the Prior Resolutions and (a) shall simultaneously therewith apportion and set
apart out of the Revenue Fund and remit to the office and place designated by the Series
1997B Bonds (herein called the "Sinking Fund") the monthly payment of interest set forth
in the Supplemental Resolution or such lesser amount as is required to pay the interest on the
Series 1997B Bonds as evidenced by the Record of Advances and Payments attached to the
Series 1997B Bonds as set forth in the Bond form in Section 3.10. If funds in the reserve
fund are not sufficient to make all the payments required by this section, the Issuer shall
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apportion and prorate the funds available to the payments required herein; and (b)
commencing on the first day of each month simultaneously with the payments required by
this Section, 4 months prior to the first date of payment of interest on the Series 1997C Bond,
apportion and set apart out of the Revenue Fund and remit to the Commission for deposit in
the Series 1997C Bond Sinking Fund, a sum equal to l/3rd of the amount of interest which
will mature and become due on said Series 1997C Bond on the next ensuing quarterly
payment date; provided that, in the event the period to elapse between the date of such initial
deposit in the Series 1997C Bond Sinking Fund and the next quarterly payment date is less
than 4 months, then such monthly payments shall be increased proportionately to provide,
one month prior to the next quarterly payment date and (c) commencing on the first day of
each month, apportion and set apart out of the Revenue Fund and remit to the Commission,
commencing 7 months prior to the first date of payment of interest on the Series 1997D
Bonds for which interest has not been capitalized, apportion and set apart out of the Revenue
Fund and remit to the Commission, for deposit in the Series 1997D Bonds Sinking Fund, a
sum equal to 1/6th of the amount of interest which will become due on said Series 1997D
Bonds on the next ensuing semiannual interest payment date;, provided, that, in the event the
period to elapse between the date of such initial deposit in the Series 1997D Bonds Sinking
Fund and the next semiannual interest payment date is less than 7 months, then such monthly
payments shall be increased proportionately to provide, one month prior to the next
semiannual haterest payment date, the required amount of interest coming due on such date.

(3) Next from the moneys in the Revenue Fund, the Issuer shall (a) on the
fifteenth day of each month, as provided by the Supplemental Resolution, make the payment
required by Sections 5.03A(3) of the Prior Resolutions and simultaneously therewith shall
apportion and set apart from the Revenue Fund and remit to the Sinking Fund the monthly
payment of principal set forth in the Supplemental Resolution or such lesser amount as is
evidenced by the Record of Advances and Payments attached to the Series 1997B Bond as
set forth in the Bond form in Section 3.10, such amount or amounts being the amount
required to amortize the principal of the Series 1997B Bonds over the life of the Bonds. If
funds in the reserve fired are not sufficient to make all the payments required by this section,
the Issuer shall apportion and prorate the funds available to the payments required herein;
and Co) commencing on the first day of each month, commencing 4 months prior to the first
date of payment of principal on the Series 1997C Bond, apportion and set apart out of the
Revenue Fund and remit to the Commission for deposit in the Series 1997C Bond Sinking
Fund, a sum equal to l/3rd of the amount of principal which will mature and become due on
said Series 1997C Bond on the next ensuing quarterly principal payment date; ~ that,

¯ in the event the period to elapse between the date of such initial deposit in the Series 1997C
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
such monthly payments shall be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date and (c) commencing on the first day of each month, 4 months prior to the first date of
payment of principal on the Series 1997D Bond, apportion and set apart out of the Revenue
Fund and remit to the Commission for deposit in the Series 1997D Bond Sinking Fund, a
sum equal to l/3rd of the amount of principal which will mature and become due on said
Series 1997D Bond on the next ensuing quarterly principal payment date; provided that, in
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the event the period to elapse between the date of such initial deposit in the Series 1997D
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
such monthly payments shall be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date

The deposits to the Sinking Fund provided in this paragraph and in (2), above,
constitute actual payments of principal and interest on the Bonds issued to RUS. The
amounts required for principal and interest payments on the Bonds issued hereunder other
than to RUS shall be deposited in a sinking fund created by a Supplemental Resolution.

The Issuer shall complete the "Monthly Payment Form," the form of which is
attached to the Loan Agreement as Exhibit F, and submit a copy of said form along with a
copy of its remittance checks to the Authority by the 5th day of such calendar month.

(4) The Issuer shall next transfer from the Revenue Fund and make the
payment required by Sections 5.03 A(4) of the Prior Resolution and simultaneously therewith
(a) deposit in a Reserve Account at the Depository Bank (herein the "Reserve Account"), or
in the case of Bonds other than the Series 1997B Bonds originally authorized hereby in a
reserve account in a sinking fund created by Supplemental Resolution or otherwise as
designated by a Supplemental Resolution, on the fifteenth day of each month of each year
beginning with and including the month in which payments from the Revenue Fund for
interest on the Series 1997B Bonds are commenced, an amount equal to one tenth (1/10) of
the amount deposited into the Sinking Fund, as set forth above. If funds in the reserve fund
are not sufficient to make all the payments required by this section, the Issuer shall apportion
and prorate the funds available to the payments required herein; and (b) commencing on the
first day of each month, 3 months prior to the first date of payment of principal of the Series
1997C Bond, if not fully funded upon issuance of the Series 1997C Bond, apportion and set
apart out of the Revenue Fund and remit to the Commission for deposit in the Series 1997C
Reserve Account, an amount equal to 1/120 of the Series 1997C Reserve Requirement;
~ that no further payments shall be made into the Series 1997C Reserve Account
when there shall have been deposited therein, and as long as there shall remain on deposit
therein, an amount equal to the Series 1997B Reserve Requirement; and (c) commencing on
the first day of each month, 3 months prior to the first date of payment of principal of the
Series 1997D Bond, if not fully funded upon issuance of the Series 1997D Bond, apportion
and set apart out of the Revenue Fund and remit to the Commission for deposit in the Series
1997D Reserve Account, an amount equal to 1/120 of the Series 1997D Reserve
Requirement; provided, that no further payments shall be made into the Series 1997D
Reserve Account when there shall have been deposited therein, and as long as there shall
remain on deposit therein, an amount equal to the Series 1997D Reserve Requirement.

(5) The Issuer shall next, from the moneys remaining in the Revenue Fund,
on the first day of each month, simultaneously with the payments listed above, transfer to the
Renewal and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,
exclusive of any payments for account of any Reserve Account (such amount to be inclusive
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with Section 5.03A(5) of the Prior Resolutions, not in addition to). 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 VIII hereof.
Withdrawals and disbursements may be made from the Renewal and Replacement Fund for
replacements, emergency repairs, improvements or extensions to the System; ~ that
any deficiencies in the Series 1997B Bond Reserve Account, the Series 1997C Bond Reserve
Account, or the Series 1997D Bond 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 moneys from the Renewal and Replacement Fund.

Moneys in the Series 199713 Bonds Sinking Fund shall be used only for
the purposes of paying principal of and interest on the Bonds as the same shall
become due. Moneys in the Series 1997D Bonds Reserve Account shall be
used only for the purpose of paying principal of and interest on the Bonds, as
the same shall come due, when other moneys in the attendant Sinking Funds
are insufficient therefor, and for no other purpose.

All investment earnings on moneys in the Series 1997D Bonds Sinking
Fund and Reserve Account shall be returned, not less than once each year, by
the Commission to the Issuer, and such amounts shall be deposited for use in
the Earnings Fund as required by Section 8.03.

Any withdrawals from the Series 1997D Bonds Reserve Account which
result in a reduction in the balance of the Series 1997D Bonds Reserve
Account to below the Reserve Requirement shall be subsequently restored
from the first Net Revenues available after all required payments to the Series
1997D Bonds Sinking Fund and the Series 1997D Bonds Reserve Account,
including deficiencies for prior payments, have been made in full.

As and when additional Bonds ranking on a parity with the Series
1997D Bonds are issued, provision shall be made for additional payments into
the respective Sinking Fund sufficient to pay any interest on such Parity Bonds
and accomplish retirement thereof at maturity and to accumulate a balance in
the appropriate Reserve Account in an amount equal to the maximum provided
and required to be paid into the concomitant Sinking Fund in any year for
account of the bonds of such series, including such additional Bonds which by
their terms are payable from such Sinking Fund.

The Commission is hereby designated as the fiscal agent for the
administration of the Sinking Fund created hereunder, and all amounts
required for said Sinking Fund shall be remitted to the Commission from the
Revenue Fund by the Issuer at the times provided herein.
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The payments into the Sinking Fund shall be made on the fin’st day of
each month, except that when the first day of any month shall be a Sunday or
legal holiday then such payments shall be made on the next succeeding
business day, and all such payments shall be remitted to the Commission with
appropriate instructions as to the custody, use and application thereof
consistent with the provisions of this Resolution.

Moneys in the Reserve Account shall be invested and reinvested by the
Commission in accordance with Section 8.01 hereof.

The Sinking Fund, including the Reserve Account therein, shall be used
solely and only for, and are hereby pledged for, the purpose of servicing the
respective Bonds and any Parity Bonds that may be issued and Outstanding
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 said Revenue Fund a balance in excess of the estimated amounts required
to be so transferred and paid into the Sinking Fund, including the Reserve Account therein,
and the Ren6wal and Replacement Fund 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 Commission, the
Regislrar, the Paying Agent, or the Depository Bank, on such dates as the Commission, the
Regislrar, the Paying Agent, or the Depository Bank as the case may be, shall require, such
additional sums as shall be necessary to pay the charges and the fees then due.

D. The moneys in excess of the maximum amounts insured by FDIC in the
Revenue Fund and the Renewal and Replacement Fund 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, that all deposits, including on account of deficiencies, shall be made in the
order of priority set forth in Paragraph (A), above, and no payment of lower priority shall be
made if there exists a deficiency in a fund or account of higher priority. No such deficiency
shall exist solely because the required payments into the Reserve Accounts have not, as of
such date, funded such account to the requirement therefor.

F.    All remittances made by the Issuer to the Commission shall clearly
identify the fund or account into which each amount is to be deposited.
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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
Construction Trust Fund, and following completion of the Project, shall be deposited in the
Revenue Fund and used for any lawful purpose of the System.
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APPLICATION OF BONDS PROCEEDS

,$.ta~~].. ~ 9.f Bonds Proceed; ~ 9.f U_.tt¢,~l~[~ Bond
Proceeds. (1) From the moneys received from the sale of the Series 1997D Bonds, the
following mounts shall be deposited as set forth below:

A.    From the proceeds of the Series 1997D Bonds, there shall be deposited
in the Escrow Account an amount to pay in full the principal of, redemption premium, ff any,
and interest on, the Series 1982A Bonds. This amount may be reduced by any transfers to
the Escrow Account from the Series 1982A Bonds Sinking Fund, including the Reserve
Account therein.

B.    From the proceeds of the Series 199719 Bonds, there shall be deposited
with the Commission in the Series 1997D Bonds Reserve Account the sum, if any, set forth
in the Supplemental Resolution for funding of the Series 1997D Bonds Reserve Account.

C.    The remaining moneys derived from the sale of the Series 1997D Bonds
shall be deposited with the Depository Bank in the Costs of Issuance Account and applied
solely to payment of costs of issuance of the Series 1997D Bonds.

The Depository Bank shall act as a trustee and fiduciary for the Bondholders
with respect to the Cost of Issuance Account and shall comply with all requirements with
respect to the disposition of the Cost of Issuance Account set forth in this Resolution.
Moneys in the Cost of Issuance Account shall be used solely to pay costs of issuance and,
until so expended, are hereby pledged as additional security for the Bonds

~. ~ ~om the Cost of Issuance Account. Payments for
Costs of Issuance of the Bonds shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Cost of
Issuance Account (except for the costs of issuance of the Bonds originally authorized hereby,
which shall be made upon request of the Issuer), shall be made only after submission to the
Depository Bank of a certificate, signed by an Authorized Officer and the Consulting
Engineers, stating:

(A) That none of the items for which the payment is proposed to be
made has formed the basis for any disbursement theretofore made;

(B) That each item for which the payment is proposed to be made is
or was necessary in connection with the Project and constitutes a Cost of
Issuance;
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(C) That each of such costs has been otherwise properly incurred;
and

(D) That payment for each of the items proposed is then due and
owing.

In case any contract provides for the retention of a portion of the contract price,
the Depository Bank shall disburse from the Cost of Issuance Account only the net amount
remaining after deduction of any such portion. All payments made from the Cost of Issuance
Account shall be presumed by the Depository Bank to be made for the purposes set forth in
said certificate, and the Depository Bank shall not be required to monitor the application of
disbursements from the Cost of Issuance Account. The Consulting Engineers shall from time
to time file with the Depository Bank written statements advising the Depository Bank of its
then authorized representative.
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ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. Qeneral Coven~ 9.fthe 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 Bonds. In addition to the other covenants, agreements and provisions of
this Resolution, the Issuer hereby covenants and agrees with the Holders of the Bonds, as
hereinaiter provided in this Article VII. All such covenants, agreements and provisions shall
be irrevocable, except as provided herein, as long as any of said Bonds, or the interest
thereon is Outstanding and unpaid.

Section 7.02. Bonds, Not to be/adr,_Et~e~ ~the Issuer. The Bonds shall
not be nor 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 funds
pledged for such payment by this Resolution. No Holder or Holders of any Bonds, shall ever
have the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
Bonds or the interest thereon.

Section 7.03. Bonds Secured l~ ~ 9_fNet Revertues; Lien Position. The
payment oft he debt service of the Series 1997D Bonds issued hereunder shall be secured
forthwith equally and ratably by a first lien on the Net Revenues derived from the operation
of the System on a parity with the lien on such Net Revenues in favor of the Holders of the
Prior Bonds, the Series 1997B Bonds and the Series 1997C Bonds. The revenues derived
from the System, in an amount sufficient to pay the principal of and interest on the Bonds
herein authorized and to make the payments into the Sinking Fund, including the Reserve
Account therein, and all other payments provided for in this Resolution are hereby
irrevocably pledged, in the manner provided herein, to the payment of the principal of and
interest on the Bonds as the same become due, and for the other purposes provided in this
Resolution.

Section 7.04. ~ Schedule 9.fRates and Charges. The schedule of rates and
charges for the services and facilities of the System shall be as set forth, described in and
ordered by the PSC Order, which schedule of rates is attached as Exhibit B hereto and
incorporated herein by reference and is hereby adopted and approved as the rates of the
Issuer, which rates will become effective as provided in the PSC Order.

The schedule of rates and charges shall at all times be adequate to produce
Gross Revenues from the System sufficient to pay the Operating Expenses of the System and
to make the prescribed payments into the funds and accounts created hereunder. Such
schedule of rates and charges shall be changed and readjusted whenever necessary so that
the aggregate of the rates and charges will be sufficient for such purposes.
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Sg~:i.o.a_Z.~. Sale 9.f the System. Except as otherwise required by law, the
System may not be sold, mortgaged, leased or otherwise disposed of except as a whole, or
substantially as a whole, and only if the net proceeds to be realized shall be sufficient to pay
fully or redeem at or prior to maturity all the Bonds Outstanding, or to effectively defease
this Resolution in accordance with Sections 10.01. The proceeds from any such sale,
mortgage, lease or other disposition of the System shall be immediately remitted to the
Commission for deposit in the Sinking Funds, and the Issuer shall direct the Commission to
apply such proceeds to the payment of principal at maturity of and interest on the Series
1997D Bonds about to mature and to the redemption prior to maturity at the earliest date
permitted hereby and at the redemption price, of all other Outstanding Bonds. Any balance
remaining after the redemption or payment of all the Series 1997D 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, 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 mount 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 $10,000, 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 a_mount to be
received from such sale, lease or other disposition of said property, together with all other
amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall
first, in writing, 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 $10,000 and not in excess of $50,000, shall, upon receipt of
approval of the Registered Owners, if needed, be remitted by the Issuer to the Commission
for deposit in the appropriate Sinking Fund and shall be applied only to the purchase or
redemption of Bonds of the last maturities then Outstanding at prices not greater than the
applicable redemption price, or, if not redeemable, par, or otherwise in the Renewal and
Replacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
and Replacement Fund shall not reduce the amounts required to be paid into said funds by
other provisions of this Resolution. No sale, lease or other disposition of the properties of
the System. shall be made by the Issuer if the proceeds to be derived therefrom, together with
all other amounts received during the same Fiscal Year for such sales, leases, or other
dispositions of such properties, shall be in excess of $50,000 and insufficient to pay or
redeem prior to maturity all Bonds then Outstanding without the prior approval and consent
in writing of the Holders, or their duly authorized representatives, of sixty-six and two-thirds
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(66 2/3%) in amount of the Bonds then Outstanding and the Consulting Engineers. The
Issuer shall prepare the form of such approval and consent for execution by the then Holders
of the Bonds for the disposition of the proceeds of the sale, lease or other disposition of such
properties of the System.

Section 7.06. Issuance 9.f Other Obligations Payable Out 9.f Revenues and
General Coven~t Agai~ F,a.c, alltkr~. So long as any of the 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 Bonds; provided, however, that Parity Bonds may be issued as
provided for in Section 7.07 hereof. All obligations hereafter issued by the Issuer payable
from the revenues of the System, except such 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 Bonds; provided,
that no such subordinate obligations shall be issued unless all payments to be made into the
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, anydebt, lien, pledge, assignment, encumbrance or any other charge having priority
over or being on a parity with the respective liens of the Bonds, and the interest thereon,
upon any of the income and revenues of the System pledged for payment of the Bonds and
the interest thereon in this Resolution, or upon the System or any part thereof.

Section 7.07. P_al~ Bonds. A. No Parity Bonds, payable out of the revenues
of the System. shall be issued after the issuance of any Bonds pursuant to this Resolution,
except under the conditions and in the manner herein provided.

.M1 Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 1997D Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the
costs of the construction or acquisition of extensions or improvements to the System or
refunding one or more series of Bonds issued pursuant hereto, or both 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. based upon the necessary investigation and certification by the Consulting
Engineers, 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 ofthe 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. 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:
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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 ordy to the increased Net Revenues estimated to be derived from any
increase in rates adopted by the Issuer and approved by the PSC, the period for appeal of
which has expired prior to the date of delivery of such Parity Bonds, and shall not exceed
the mount to be stated in a certificate of the Consulting Engineers, 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-consecum’e-month period hereinabove refen’ed to may be adjusted by adding to such Net
Revenues such additional Net Revenues which would have been received, in the opinion of
the Consulting Engineers and the said Independent Certified PubLic Accountants, as stated
in a certificate jointly made and signed by the Consulting Engineers and said Independent
Certified Public Accountants, on account of increased rates, rentals, fees and charges for the
System adopted by the Issuer and approved by the PSC, the period for appeal of which has
expired prior to issuance of such Parity Bonds,

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written contracts for the immediate construction or acquisition of such
extensions or improvements, if any, to the System that are to be financed by 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 Series 1997D Bonds and the Holders of any Parity Bonds
issued from time to time within the limitations of and in compliance with this section. Bonds
issued on a parity, regardless of the time or times of their issuance, shall rank equally with
respect to their respective L/ens on the revenues of the System and their respective source of
and security tbr 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 Panty Bonds, in addition to the payments
required for Bonds theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on 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
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thereof, which rank prior to or, except in the manner and under the conditions provided in
this section, equally, as to lien on and source of and security for payment from such
revenues, with the Series 1997D Bonds.

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

B.    Notwithstanding the foregoing, or any provision of Section 7.06 to the
contrary, additional Bonds may be issued pursuant to a Supplemental Resolution solely for
the purpose of completing the Project as described in the application to the Authority and in
accordance with the plans and specifications of the Consulting Engineer, in the event that the
Series 1997D Bonds should be insufficient, together with other funds lawfully available
therefore, to pay all costs of consmaction and acquisition of the project without regard to the
restrictions set forth in this Section 7.07, if there is first obtained by the Issuer the written
consent of .the Authority to the issuance of bonds on a parity with the Bonds and provided
further that .prior to the issuance of such Parity Bonds and under the provisions of this
paragraph, the Consulting Engineers shall file with the Secretary a cerOficate to the effect
that additional funds are necessary for such purpose. All such Parity Bonds authorized and
issued under the provisions of this paragraph shall be limited to the aggregate principal
mount required to make up any deficiency in funds for payment of the construction costs
to complete the Project, and the maturities of any such Parity Bonds shall be in years and
amounts suggested by the Authority.

Section 7.08. Books. Records and Facilities. The Issuer shall keep complete
and accurate records. The Issuer shall permit the Authority, 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 Authority such documents and information as it may reasonably require in connection
with the operation and maintenance of the System and the administration of the loan or any
grants or other sources of irmancing for the Project.

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
Bond or Bonds issued pursuant to this Resolution 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 by the Uniform System of
accounts promulgated bv the PSC. Separate control accounting records shall be maintained
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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 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 Consulting Engineers, and the Authority, or any
other original purchaser of the Bonds, and shall mail in each year to any Holder or Holders
of B0nds 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 Resolution with respect to said Bonds and
the status of all said funds and accounts.

(C) The amount of any Bonds, Notes or other obligations
outstanding and secured by a lien on the Net Revenues of the System.

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 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 Authority, or any other original purchaser of the Bonds. Such audit
report submitted to the Authority shall include a statement that the Issuer is in compliance
with the terms and provisions of the Loan Agreement and this Resolution and that the
revenues of the System are adequate to meet the Issuer’s Operating Expenses and debt
service requirements.

The Issuer shall permit the Authority, 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 of the Project, the Issuer shall also provide the Authority,
or its agents and representatives, with access to the System site and System facilities as may
be reasonablv necessary, to accomplish all of the powers and fights of the Authority with
respect to the System pursuant to the Act.

Section 7,09. ~. Equitable rates or charges for the use of and service
rendered bv the System have been established all in the manner and form required by law,
and copies, of such rates and charges so established will be continuously on file with the
Secretary,, which copies will be open to inspection by all interested parties. The schedule of
rates and charges shall at all times be adequate to produce Gross Revenues from said System
sufficient to pay Operating Expenses and to make the prescribed payments into the funds
created hereunder. Such schedule of rates and charges shall be changed and readjusted
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whenever necessary so that the aggregate of the rates and charges will be sufficient for such
purposes. In order to assure full and continuous performance of this covenant, with a margin
for contingencies and temporary unanticipated reduction in income and revenues, the Issuer
hereby covenants and agrees that the schedule of rates or charges from time to time in effect
shall be sufficient, together with other revenues of the System (i) to provide-for all
reasonable expenses of operation, repair and maintenance of the System, including any
reserves required by the PSC Order or any supplement or amendment thereto and (ii) to leave
a balance each year equal to at least 115% of the maximum amount required in any year for
payment of pnncipal of and interest, if any, 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; provided
that, in the event that amounts equal to or in excess of the Reserve Requirement are on
deposit respectively in the Reserve Account and reserve accounts for obligations prior to or
on a pari .ty with the Bonds are funded at least at the requirement therefor, such balance each
year need ordv equal at least 110% of the maximum amount required in any year for payment
of principal of and interest, if any, 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.

Section 7.10. D.gc, r.ali~ B.adg~ Audit and Monthly Financial Ret~ort. The
Issuer shall .annually, at least 45 days preceding the beginning of each Fiscal Year, prepare
and adopt bv resolution a detailed, balanced budget of the estimated revenues and
expenditures ~or operation and maintenance of the System during the succeeding Fiscal Year
and shall submit a copy of such budget to the Authority within thirty days of the adoption
thereof. 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 mail copies of such annual budget and all
resolutions authorizing increased expenditures for operation and maintenance to the
Authority and to any Holder of any Bonds who shall file his address with the Issuer and
request in ~ri~ng that copies of all such budgets and resolutions be furnished him and shall
make available such budgets 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.

Commencing on the date the Series 1982A Bonds are refunded and for two
years following such date, the Issuer shall each month complete a "Monthly Financial
Report," a form of which is attached to the Loan Agreement as Exhibit C, and forward a
copy of such report to the Authority bv the 10th dav of each month.
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Section 7.11. En_mneermg Services and Op. eratmg Personnel. The Issuer shall
provide and maintain competent and adequate resident engineering services satisfactory to
the Authonw coveting the supervision and inspection of the development, construction and
operation of the System.

S_t,.~3Zg.~L~. No ~ ~. To the extent legally allowable, the
Issuer will not pant 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.

Section 7.13. Enforcement flf_C, gJlt,.~ig~. 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 PSC and other laws of the State.

Whenever any fees, rates, rentals or other charges for the services and facilities
of the System shall remain unpaid for a period of 30 days after the same shall become due
and payable, the property, and the owner thereof, as well as 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 ru/es and regulations of the PSC, 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 PSC, discontinue and shut
off the services of the System 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 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.

Section 7.14. No Free Se~ces. 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. Such charges shall be paid as they accrue and the Issuer shall transfer from its
general funds sufficient sums to pay such charges for service to any of its departments or
properties. The revenues so received shall be deemed to be revenues derived from the
operation of the System. and shall be deposited and accounted for in the same manner as
other revenues derived from such operation of the System.

Section 7.15. Insurance and Construction Bond~. A. The Issuer hereby
covenants and a~ees that so long as any of the Bonds remain Outstanding, the Issuer will,
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as an Operating Expense, procure, carry and maintain insurance with a reputable insurance
carrier or careers 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
8mou~lts;

(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 lime 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 provided herein
for the 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 interest of the Issuer, the Authority., the prime
contractor and all subcontractors as their respective interests
may appear, in accordance with the Loan Agreement, 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 Authority, 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 occun’ence to protect the Issuer
and the Authority 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 and 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 ,~3qD
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. and such
payment bonds will be filed with the Clerk of The County
Commission of the County in which such work ~s to be
performed prior to commencement of construction of the Project
in compliance with West Virginia Code § 38-2-39.
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(4) FLOOD INSURANCE, if the facilities of the
System are or will be located in designated special flood or
rnudslide-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.

Section 7.17. Completion. Operation and Maintenance: Permits and Orders.
The Issuer will maintain the System in good condition and with all federal and state
requirements and standards and will operate the same as a revenue-producing enterprise in
an efficient and economical manner, making such expenditures for equipment and for
renewal, repair and replacement as may be proper for the economical operation and
maintenance thereof from the revenues of the System in the manner provided in this
Resolution.

The Issuer will maintain all permits required by state and federal laws for the
operation of the System and all orders and approvals from the Public Service Commission
of West Virginia necessary for the operation of the System.

Section 7.18. Compliance with Loan A~eement and Law. The Issuer agrees
to comply with all the terms and conditions of the Loan Agreement and all applicable laws,
rules and regulations issued by the Authority, or other State, federal or local bodies in regard
to the acquisition and construction of the Project and the operation, maintenance and use of
the System.

Section 7,19. Tax Covenants. The Issuer hereby further covenants and agrees
as follows:

A. PUBLIC PURPOSE BONDS. The Issuer shall use the Bond proceeds
solely for the Project and as otherwise set forth hereto, and the Project will be solely
operated as a public purpose and as local governmental activity of the Issuer.

B.    PRIVATE ACTMTY BOND COVENANT. The Issuer shall not
permit at any time or times any of the proceeds of the Bonds or any other funds of the Issuer
to be used directly or indirectly in a manner which would result in the exclusion of the Bonds
from the treatment afforded by Section 103(a) of the Code by reason of the classification of
the Bonds as ’private activity, bonds’ within the meaning of the Code. The Issuer will take
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all actions necessary to comply with the Code in order to assure the tax-exempt status of the
Bonds.

C. PRIVATE LOAN LIMITATION. The Issuer shall assure that not in
excess of 5% of the Net Proceeds of the Series 1997D Bonds 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.

D. 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 Bonds to be "federally guaranteed" within the meaning of Section 149(b) of the
Code.

E.    2qFORMATION RETURN. The Issuer will file all statements,
instruments and returns necessary to assure the tax exempt status of the Bonds, including
without limitation the information return required under Section 149(e) of the Code.

F.    FURTHER ACTIONS. The Issuer will take any and all actions that
may be req .tared of it (including those deemed necessary by the Authority) so that the interest
on the Bonds will be and remain excludable from gross income for federal income tax
purposes, md will not take any actions, or fail to take any actions (including those
determined bv the Authority) which would adversely affect such exclusion.

Section 7.20. Statutory. Mortgage Lien. A statutory mortgage lien upon the
System is granted and created by Section 19 of the Act, which statutory mortgage lien is
hereby reco,maJzed and declared to be valid and binding, and shall take effect immediately
upon delivery of the Bonds and shall be for the benefit of all Registered Owners of Bonds.

Section 7.21. PSC Order. The Issuer shall comply with the conditions of the
PSC Order and any supplement or amendment thereto.

Sectior~ 7.22. Securities Laws Compliance. The Issuer will provide the
Authorir),,, in a timely manner, with any and all information that may be requested of it
(including its annual ~udit report, financial statements, related information and notices of
changes in usage and customer base) so that the Authority may comply with the provisions
of SEC Rule 15c2-12 (17CRF Part 240).
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ARTICLE VIII

IN’VESTMENT OF FUNDS; NON-APA3ITRAGE

Section 8.01. Investments. Any moneys held as a part of the funds and
accounts created bv this Resolution, other than the Revenue Fund, shall be invested and
reinvested by the Commission, the Depository Bank or such other bank or national banking
association holding such fund or account, as the case may be, at the direction of the Issuer
in any Qualified Investments to the fullest extent possible under applicable laws, this
Resolution, the need for such moneys for the purposes set forth herein and the specific
restrictions and provisions set forth in this Section 8.01.

Except as specifically provided herein, 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 inthe "Consolidated Fund.,’ The Commission, the Depository Bank or
such other bank or national banking association, as the case may be, 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
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 a year, a summary
of such funds, accounts and investment earnings. The Issuer shall retain all such records and
any additional records relating thereto so long as any of the Bonds are Outstanding and as
long thereafter as necessary to comply with the Code and assure the exclusion of intent on
the Bonds from gross income for Federal income tax purposes.

Section 8.02. ~]/ilr, a~. The Issuer covenants that (i) it will restrict the use
of the proceeds of the Series 1997D Bonds in such manner and to such extent as may be
necessary, in view of the Issuers reasonable expectations at the time of issuance of the Series
1997D Bonds so that the Series 1997D Bonds will not constitute "arbitrage bonds" under
Section 148 of the Code. and (ii) it will take all actions that may be required of it (including,
without implied limitation, the timely filing of a federal information return with respect to
the Bonds so that the interest on the Series 1997D Bonds will be and remain excluded from
gross income for federal income tax purposes, and will not take any actions which would
adversely affect such exclusion.
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Section8.03. Rebate~Exeess~~m/ag, ato theU.a/I~x.~. A.
CREATION OF FUNDS. There are hereby created, to be held by the Depository Bank as
separate funds distinct from all other funds and accounts held by the Depository Bank under
this Resolution, the Earnings Fund and the Rebate Fund. All interest earnings and profits
on amounts in all funds and accounts established under this Resolution on account of the
Series 1997D Bonds. other than (i) interest earnings andprofits on any funds referenced in
Subsection C(5) of this Section if such earnings in any Bond Year are less than $100,000,
(ii) interest earnings and profits on mounts in funds and accounts which do not constitute
Gross Proceeds, and (iii) interest earnings and profits on the Rebate Fund shall, upon receipt
by the Depository Bank. be deposited in the Earnings Fund. In addition, all interest earnings
and profits on Gross Proceeds in funds held by the Issuer shall, upon receipt, be paid to the
Depository Bank for deposit in the Earnings Fund. Annually, on or before the 30th day
following the end of each Bond Year or on the preceding business day in the event that such
last day is not a business day, or such earlier date as may be required under the Code or the
Loan Agreement. the Depository Bank shall transfer from the Earnings Fund to the Rebate
Fund for purposes of ultimate payment to the United States an amount equal to Excess
Investment Earnings, all as more particularly described in this Section. Following the
transfer referenced in the preceding sentence, the Depository Bank shall transfer all amounts
remaining in the Earnings Fund to the Construction Trust Fund until completion of the
Project, and thereafter to the Revenue Fund.

B.    DUTIES OF ISSUER IN GENERAL. The Issuer shall calculate Excess
Investment Earnings in accordance with Subsection C and shall assure payment of an amount
equal to Excess Investment Earnings to the United States in accordance with Subsections D
and Eo

C.    CALCULATION OF EXCESS INVESTMENT EARNINGS. Within
15 days following the last day of the first Bond Year, the Issuer shall calculate, and shall
provide written notice to the Authority and Depository Bank of, the Excess Investment
Earnings referenced in clause (A) of the definition of Excess Investment Earnings.
Thereafter, ~vithin 15 days following the last day of each Bond Year and within 15 days
following the date of the retirement of the Series 1997D Bonds, the Issuer shall calculate,
and shall provide written notice to the Authority and Depository Bank of, the amount of
Excess Investment Earnings. Said calculations shall be made or caused to be made by the
Issuer in accordance with the following:

(1) Except as provided in (2), in determining the amount described in
clause A(i) of the definition of Excess Investment Earnings, the aggregate amount
earned on Nonpurpose Investments shall include (i) all income realized under federal
income tax accounting principles (whether or not the person earning such income is
subject to federal income tax) with respect to such Nonpurpose Investments and with
respect to the reinvestment of investment receipts from such Nonpurpose Investments
(without regard to the transaction costs incurred in acquiring, carrying, selling or
redeeming such Nonpurpose Investments), including, but not limited to, gain or loss
realired on the disposition of such Nonpurpose Investments (without regard to when
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such gains are taken into account under Section 453 of the Code relating to taxable
year of inclusion of gross income), and income under Section 1272 of the Code
(relating to on~mnal issue discount) and (ii) any unrealized gain or loss as of the date
of renrement of the Bonds in the event that any Nonpurpose Investment is retained
after such date.

(2) In determining the amount described in clause (A) of the definition of
Excess Investment Earnings, Investment Property shall be treated as acquired for its
fair market value at the time it becomes a Nonpurpose Investment, so that gain or loss
on the disposition of such Investment Property shall be computed with reference to
such fak market value as its adjusted basis.

(3) In determining the amount described in clause (A)(ii) of the definition
of Excess Investment Earnings, the Yield on the Series 1997D Bonds shall be
determined based on the actual Yield of the Series 1997D Bonds and during the
period between the Closing Date for the Series 1997D Bonds and the date the
computation is made (with adjustments for original issue discount or premium).

t4) In determining the amount described in clause (B) of the definition of
Excess Investment Earnings, all income attributable to the excess described in clause
(A) of said definition must be takeninto account, whether or not that income exceeds
the Yield of the Series 1997D Bonds, and no amount may be treated as "negative
arbitra;,e."

(5) In determining the amount of Excess Investment Earnings, there shall
be excluded anv amount earned on any fund or account which is used primarily to
achieve a proper matching of revenues and Debt Service within each Bond Year and
which is depleted at least once a year except for a reasonable carryover amount not
in excess of the greater of 1 year’s earnings on such fund or account or 1/12th of
annual Debt Service as well as amounts earned on said earnings if the gross earnings
on such fund or account for the Bond Year is less than S100,000.

D. PAYMENT TO THE UNITED STATES. The Issuer shall direct the
Depository. Bank to pay from the Rebate Fund an amount equal to Excess Investment
Earnings to the United States in installments with the first payment to be made not later than
30 days after the end of the 5th Bond Year and with subsequent payments to be made not
later than 5 ",’ears after the preceding payment was due. The Issuer shall assure that each
such installment is in an amount equal to at least 90% of the Excess Investment Earnings
with respect to the Gross Proceeds as of the close of the computation period. Not later than
60 days after the retirement of the Series 1997D Bonds, the Issuer shall direct the Depository
Bank to pay from the Rebate Fund to the United States 100% of the theretofore unpaid
Excess Investment Earnings in the Rebate Fund. In the event that there are any amounts
remaining in the Rebate Fund following the payment required by the preceding sentence, the
Depositor5.’ Bank shall pay said amounts to the Issuer to be used for any lawful purpose of
the System. She Issuer shall remit pa.vments to the United States at the address prescribed
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by the Regulations as the same may be from time to time m effect with such reports and
statements as may be prescribed by such Regulations. In the event that, for any reason,
amounts in the Rebate Fund are insuflficient to make the payments to the United States which
are required bv this Subsection D, the Issuer shall assure that such payments are made by the
Issuer to the (gnited States, on a timely basis, from any funds lawfully available therefor.

E.    FURTHER OBLIGATIONS OF ISSUER. The Issuer shall assure that
¯ Excess Investment Earnings are not paid or disbursed except as required in this Section. To
that end the Issuer shall assure that investment transactions are on an arm’s length basis and
that Nonpurpose Investments are acquired at their fair market value. In the event that
Nonpurpose Investments consist of certificates of deposit or investmem contracts, investment
in such Nonpurpose Investments shall be made in accordance with the procedures described
in applicable Regulations as from time to time in effect. The Depository Bank shall keep the
moneys m the Earnings Fund and Rebate Fund invested and reinvested to the fullest extent
practicable in Government Obligations with maturities consonant with the required use
thereof and investment profits and earnings shall be credited to the account of such fund on
which earned.

F.    MAINTENANCE OF RECORDS. The Issuer shall keep, and retain for
a period of six years following the retirement of the Series 1997D Bonds, records of the
determinations made pursuant to this Section 8.03.

G.    INDEPENDENT CONSULTANTS. In order to provide for the
administration of this Section 8.03, the Issuer and the Depository Bank (at the expense of the
Issuer) may provide for the employment of independent attorneys, accountants or consultants
compensated on such reasonable basis as the Issuer or the Depository Bank may deem
appropriate.

H. k-L~RTHER AGREEMENT. Notwithstanding the foregoing, the Issuer
further covenants to comply with all Regulations from time to time in effect and applicable
to the Bonds. as mav be necessary in order to fully comply with Section 148(0 of the Code.

I.    REPORTING TO AUTHORITY. The Issuer shall furnish to the
Authority, annually, at such time as it is required to perform its rebate calculations under the
Code, a certificate with respect to its rebate calculations and, at any time, any additional
information relating thereto as may be requested by the Authority and shall furnish to the
Authority such information with respect to earnings on all funds constituting "gross
proceeds" of the Bonds Ias that term is defined in the Code) from time to time as the
Authority may request.

J.    AMENDMENTS TO THIS SECTION. Notwithstanding any of the
provisions herein to the contrary, the Issuer agrees to amend the provisions of this Section
from time to ume at the direction of the Authority m order to insure continuing compliance
with Section 8.02 hereoi:

-50-



DEFAULT AND REMEDIES

Section 9.01. Events 9.fDefault. Each of the following events shall constitute
an "Event of Default" with respect to the Bonds:

I 1) If default occurs in the due and punctual payment of the principal of or
interest on any Bonds, the Series 1997B Bonds, the Series 1997C Bonds, the Series
1997D Bonds or the Prior Bonds; or

(2) If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Bonds set forth in this Resolution,
any Supplemental Resolution or in the Bonds, 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 Commission, the Depository Bank, the Bond Registrar, any Paying
Agent or a Holder of a Bond; or

/ 3) If the Issuer files a petition seeking reorganization or arrangemem under
the federal bankruptcy laws or any other applicable law of the United States of
America.

Section 9.02. Remedies. Upon the happening and continuance of any Event
of Default, any Registered Owner of a Bond may exercise any available remedy and bring
any appropriate action, suit or proceeding to enforce his 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 such Registered Owners including the right to require the
Issuer to perform its duties under the Act and this Resolution relating thereto, including but
not limited to the making and collection of sttfficient rates or charges for services rendered
by the System. liii) bring suit upon the Bonds, (iv) by action at law or bill in equity require
the Issuer to account as if it were the trustee of an express trust for the Registered Owners
of the Bonds. and (v) by action at law or bill in equity enjoin any acts in violation of the
Resolution with respect to the Bonds, or the rights of such Registered Owners.

Section 9.03. ~ ~[ 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 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 O~vner 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. or both, on behalf of
the Issuer, with power to charge rates, rentals, fees and other charges sufficient to provide
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for the payment of Operating Expenses of the System, the payment of the Bonds and interest
and the deposits into the funds and accounts hereby established, and to apply such rates,
rentals, fees, charges or other revenues in conformity with the provisions of this Resolution
and the Act.

The receiver so appointed shall forthwith, directly or by his agents and
attorneys, enter into and upon and take possession of all facilities of 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 fights and powers of the Issuer with
respect to said facilities as the Issuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution for Reserve, Sinking or other funds and upon any other
obligations and interest thereon having a charge, lien or encumbrance upon the revenues of
the System shall have been paid and made good, and all defaults under the provisions of 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 any 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 heremabove conferred upon
him, shall be under the direction and supervision of the court making such appointment, shall
at all times be subject to the orders and decrees of such court and may be removed thereby,
and a successor receiver may be appointed in the discretion of such court. Nothing herein
contained shall limit or restrict the jurisdiction of such court to enter such other and further
orders and decrees as such court may deem necessary or appropriate for the exercise by the
receiver of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaining to the
System, but the authority of such receiver shall be limited to the possession, operation and
maintenance of the System for the sole purpose of the protection of both the 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 tide to and ownership
of said System shall remain in the Issuer, and no court shall have any jurisdiction to enter any
order or decree permitting or requiring such receiver to sell, assign, mortgage or otherwise
dispose of any assets of the System.

Section 9.04. Remedies on ~ W_W_i.th Prior Bonds. The exercise of any
remedies set forth in Sections 9.02 and 9.03 above shall recognize and protect the parity
rights of the owners of the Prior Bonds, the Series 1997B Bonds and the Series 1997C
Bonds.      .:.
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DEFEASANCE

S.t..c,.t~tukO_~A.. ~ 9.f Bonds. If the Issuer shall pay or cause to be
paid, or there shall otherwise be paid, to the Holders of the 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 such Bonds shall thereupon cease, terminate and become void and be
discharged and satisfied.

Bonds for the payment of which either moneys in an amount which shall be
sufficient, or securities the principal of and the interest on which, when due, will provide
moneys which, together with the moneys, if any, deposited with the Paying Agent at the
same or earlier time, shall be sufficient, to pay as and when due, the principal installments
of and interest on such Bonds shall be deemed to have been paid within the meaning and
with the effect expressed in the first paragraph of this section. All Bonds shall, prior to the
maturity thereof, be deemed to have been paid within the meaning and with the effect
expressed in the fu’st paragraph of this section if there shall have been deposited with the
Commission or its agent either moneys in an amount which shall be sufficient, or securities
the principal of and the interest on which, when due, will provide moneys which, together
with other moneys, if any, deposited with the Commission at the same time, shall be
sufficient to pay when due the principal installments of and interest due and to become due
on said Bonds on and prior to the next redemption date or the maturity dates thereof. Neither
securities nor moneys deposited with the Commission pursuant to this section nor principal
or interest payments on any such securities shall be withdrawn or used for any purpose other
than, and shall be held in mast for, the payment of the principal installments of and interest
on said Bonds; provided, that any cash received from such principal or interest payments on
such securities deposited with the Commission or its agent, if not then needed for such
purpose, shall to the extent practicable, be reinvested in securities maturing at times and in
amounts sufficient to pay when due the principal installments of and interest to become due
on said Bonds on and prior to the next redemption date or the maturity dates thereof, and
interest earned from such reinvestments shall be paid over to the Issuer as received by the
Commission or its agent, free and clear of any trust, lien or pledge. For the purpose of this
section, securities shall mean and include only Government Obligations.
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MISCELLANEOUS

Section I1.01. Atngat:[lIl~g or Modification 9_f Resolution. No material
modification or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the respective fights of
Registered Owners of the Bonds shall be made without the consent m writing of the
Registered Owners of sixty-six and two-thirds (66-2/3%) percent or more in principal
amount of the Bonds so affected and then Outstanding; provided, that no change shall be
made in the maturity of any Bond or Bonds or the rate of interest thereon, or in the principal
amount thereo~ or affecting the unconditional promise of the Issuer to pay such principal and
interest out of the funds herein respectively pledged therefor without the consent of the
respective Registered Owner thereof. No amendment or modification shall be made that
would reduce the percentage of the principal amount of Bonds required for consent to the
above-permitted amendments or modifications. Notwithstanding the foregoing, this
Resolution may be amended without the consent of any Bondholder as may be necessary to
assure compliance with Section 148(t") of the Code relating to rebate requirements or
otherwise as may be necessary to assure the excludability of interest on the Bonds from the
gross income of the Holders thereof.

Section 11.02. Resolution Constitutes Contract. The provisions of the
Resolution shall constitute a contract between the-Issuer and the Registered Owners of the
Bonds and no change, variation or alteration of any kind of the provisions of the Resolution
shall be made in any manner, except as in this Resolution provided.

Section 11.03. Severability 9.f 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 and the Bonds.

Section 11.04. 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 11,05. Cortflictmg Provisions Repe~lled. All orders or resolutions and
parts thereof in conflict with the provisions of this Resolution are, to the extent of such
conflict, hereby repealed.

Section 11.06. Coven~t 9.fDue 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 of this Resolution do exist, have happened, have been
performed and have been taken m regular and due time, form and manner as required by and
in full compliance with the laws and Constitution of the State of West Virginia applicable
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thereto; and that the Chairperson, 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.

~,¢,.l~t_Lk~. ~ Date. This Resolution shall take effect immediately
upon adoption.

Adopted this ~ day of ,1997.

SI-LMgY SP~.I~PUBLIC SERVICE DISTRICT

/’~ha~ers~n,- tiubli~

Member, Public Se~ce Dismct
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CERTIFICATION

Certified as a mae copy of a Resolution adopted by the Public Service Board
of Shady Spring Public Service District on the ~ day of         , 1997.

Dated: , 1997.

[SEAL]
Secretary, Public ~ervic~ District

98376
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EXHIBIT A

LOAN AGREEMENT

SEE TAB NO. 9



EXHIBIT B

SCHEDULE OF RATES

SEE TAB NO. 16



SHADY SPRING PUBLIC SERVICE DISTRICT

(WEST VIRGINIA)

SEWER REFUNDING REVENUE BONDS
SERIES 1997D

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
>~TURITIES,    INTEREST RATES,    PRINCIPAL PAYMENT
SCHEDULE, SALE PRICE AND OTHER TERMS OF THE SHADY
SPRING PUBLIC SERVICE DISTRICT SEWER REFUNDING
REVENUE BONDS, SERIES 1997D; AUTHORIZING AND
APPROVAL OF AN ESCROW AGREEMENT, OTHER INSTRUMENTS
~.ELATI~G TO THE REFUNDING OF THE SERIES 1982A
EONDS; APPOINTING AN ESCROW AGENT,    REGISTRAR,
?AYING AGENT, AND DEPOSITORY BANK; APPROVING THE
LOAN AGRELMENT .AND MAKING OTHER PROVISIONS AS TO
?HE BONDS AND THE REFUNDING.

;’;HEREAS, Shady Spring Public Service District (the "Issuer"),
in the Coun%y of Raleigh, State.of West Virginia, is a public service
district anc public corporation of said State, the governing body of which
is this puDilc service board (the "Governing Body");

~’;HEREAS, the Governing Body duly adopted on June 12, 1997, a
resolution ~he "~esoiution") entitled:

A RESCLUTION AUTHORIZING THE REFUNDING OF THE SEWER
?.EVE~E BONDS, SERIES 1982A, OF SHADY SPRING PUBLIC
SERVICE DISTRICT, THE ISSUANCE OF SEWER REFUNDING
>~EVENUE BONDS, SERIES 1997D, OF THE DISTRICT IN THE
AGGREGATE PRINCIPAL AMOUNT OF NOT MORE THAN
!3,056,954.52, THE PROCEEDS OF WHICH, TOGETHER WITH
~THER ~JNDS OF THE DISTRICT, SHALL BE EXPENDED FOR
£UCH ?.EFUNDING AND TO PAY COSTS IN CONNECTION
?HEREWITH; PROVIDING FOR THE RIGHTS AND REMEDIES
~F, 9~D THE SECURITY FOR, THE REGISTERED OWNERS OF
SUCH BONDS; AUTHORIZING THE EXECUTION AND DELIVERY
~F .AN ESCROW AGREEMENT, AND OTHER DOCUMENTS;
AUTHORIZING THE SALE AND PROVIDING FOR THE TERMS
A>;D ?ROVISIONS OF SUCH BONDS AND ADOPTING OTHER
7ROVISI3NS ?;ITH RESPECT TO SUCH BONDS.

~’~HEREAS, =apitalized terms used herein and not otherwise
defined here2n snail have Ehe meanings set forth in the Resolution when
used here~n;

;~HEREAS, the Resolution provided for the refunding of the
Issuer’s Sewer 7.evenue Bonds, Series 1982A, dated August i, 1982 (the
"1982A Boncs~’~, anz issuance of its Sewer Refunding Revenue Bonds, Series
1997D (the ~er~es 1397D Bonds"), in an aggregate principal amount not to



exceed S3,600,000, for the purposes of paying a portion of the costs of

such refunding; and paying costs of issuance thereof, all in accordance
with Chapter !6, A~t±cle 13A of the West Virginia Code of 1931, as amended

(the "Act");

WHEREAS, the Resolution further provided that the exact
principal amount of the Series 1997D Bonds to be sold and the date,

maturities, interest rates, redemption provisions, price and other terms

of the Series 1997D Bonds should be established, that an Escrow Agent,
Registrar, Paying Agent and Depository Bank be designated, that an Escrow
Agreement and Registrar and Paying Agent Agreement be approved, and that

other matters pertaining to the Series 1997D Bonds be provided for by a

supplemental resolution of the Governing Body;

WHEREAS, the Series 1997D Bonds are proposed to be purchased by

The West Virginia Water Development Authority (the "Authority"), pursuant
to a Loan Agreement between the Authority and the Issuer (the "Loan

Agreement"~; and

WHEREAS, the Governing Body deems it essential and desirable

that ~his Resolution be adopted and tthat the Loan Agreement, the Escrow
Agreement and the Registrar and Paying Agent Agreement hereinafter provided
for be entered into by the Issuer, that the aggregate principal amount, the

prices, the maturity dates and amounts, and the interest rates of the
Series 1997D Bonds, be fixed hereby in the manner stated herein, and that
other matters relating to the Series 1997D Bonds be herein provided for,

all in accordance with the Resolution;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

Section !. Pursuant to the Resolution and the Act, this
Supplemental Resolution is adopted and there are hereby authorized and

ordered to be issued the Series 1997D Bonds. The Series 1997D Bonds shall
be dated, shall be issued in such aggregate principal amoun~ not to exceed

$3,056,954.52, shall bear interest at the rate of 6.25%, with interest
payable semiannually on August 1 and October I, 1997 such dates, with final
maturity to be on or before October i, 2035, and shall have such redemption
provisions and other terms as set forth in the Loan Agreement. All other

provisions relating to the Series 1997D Bonds shall be as provided in the

Resolution, and the Series 1997D Bonds shall be in substantially the form
provided in the Resolution.

Section 2. The Escrow Agreement by and between the Issuer and

the West virginia Municipal Bond Con%mission as Escrow Agent, to be dated
as of the date of delivery of the Series 1997D Bonds, substantially in the

form submitted to this meeting, and the execution and delivery (in multiple
counterparns) by the Chairman thereof shall be and the same are hereby

authorized, approved and directed. The Chairman shall execute and deliver

the Escrow Agreement with such changes., insertions and omissions as may be
approved by the Chairman. Execution of the Escrow Agreement by the Chairman

shall be conclusive evidence of any approval required by this Section.

sectiQn 3. The Registrar Agreement ~o be dated as of the date

of delivery of the Series 1997D Bonds, by and between zhe issuer and the



Registrar designated herein, substantially in the form submitted to this
meeting, shall be and the same is hereby approved. The Chairman shall
execute an~ deliver the Registrar Agreement with such changes, insertions
and omissions as may be approved by the Chairman. The execution of the
Registrar Agreement by the Chairman shall be conclusive evidence of any
approval required by this Section.

S@¢tioD 4.     [RESERVED].

Section 5. [RESERVED].

SectioD 6. The firm of Hamb & Poffenbarger, Charleston, West
Virginia, is hereby appointed bond counsel to the Issuer in connection with
the issuance of the Series 1997D Bonds.

SectioG ~. The Issuer does hereby appoint and designate the
West Virginia Municipal Bond Commission for the purpose of serving in the
capacity cf Escrow Agent and Paying Agent.

Sec~iQD..8. The Issuer does hereby appoint and designate Bank
One, National Association, Charleston, West Virginia, for the purpose of
serving in the capacities of Registrar.

Section 9. The Issuer does hereby appoint and designate First
State Bank & Trust, Beckley, West Virginia, for the purpose of serving in
the capacity of Depository Bank.

Section I0. The firm of Smith, Cochran & Hicks, Charleston,
West Virginia, is hereby engaged for the purpose of verifying yield and
sufficiency of the Escrow Fund.

Sec~io~...~.l. The notice addresses for the Registrar, Paying
Agent, Depository Bank, Escrow Agent and Authority shall be as follows:

REGISTRAR AND PAYING AGENT

Bank One, West Virginia, N.A.
707 Virginia Street, East
Charleston, West Virginia 25301
Attention: Corporate Trust Department



DEPOSITORY BANK

First State Bank & Trust
Beckley, West Virginia 25801

ESCROW AGENT

West Virginia Municipal Bond Commission
812 Quarrier Street, Suite 300
Charleston, West Virginia 25301
Attention: Executive Director

ORIGINAL PURCHASER

West Virginia Water Development Authority
1201 Dunbar Avenue
Dunbar, West Virginia 25064

Section 12. The Chairman and Secretary are hereby authorized
and directed to execute and deliver such other documents and certificates,
including a tax and arbitrage certificate, required or desirable in
connectio~ with the Series 1997D Bond issue to the end that the Series
1997D Bonds may be delivered on a timely basis to the Authority pursuant
to the Loan Agreement.

Section 13. Under the provisions of the Act, and as provided in
the Resolution and the Series 1997D Bonds and the interest thereon do not
constitute indebtedness of the Issuer within the meaning of any
constitutional or statutory provisions or limitations, but shall be payable
solely from the Net Revenues derived from the operation of the System of
the Issuer and the Series 1997D Bonds Reserve Account established by the
Resolution, and neither the credit nor the taxing power of the Issuer is
pledged for, and no tax shall ever be levied for, payment of the Series
1997D Bonds and the interest thereon.

Section ~. This Resolution shall be effective immediately.

Adopted this day of

[SEAL]

ATTEST:

~ecretary



CERTIFICATION

Certified a true, correct and complete copy of a Supplemental
Resolution duly adopted by the Public Service Board of SHADY SPRING PUBLIC
SERVICE DISTRICT a~ a meeting of the Public Service Board held at 5:00
p.m., on June 19, 1997, pursuant to proper notice, at which meeting a
quorum was present acting throughout.

Dated this day !gth of June, 1997.

[SEAL]



6(d) Series 1997D Escrow Agreement between

Shady Spring Public Service District and

West Virginia Municipal Bond Commission



ESCROW AGREEMENT

This ESCROW AGREEMENT, made and entered into as of June 24, 1997, by and

between SHA~Y SPRING PUBLIC SERVICE SEWER DISTRICT (the "Issuer") and the WEST
VIRGINIA ~.H~ICIPAL BOND COMMISSION (the "Commlssion" or the "Escrow Agent").

WITN~SSE~ T~AT:

WHEREAS, the Issuer presently owns and operates a public sewerage system

(the "System~’) and has heretofore financed the acquisition and construction of

the System and certain additions, extensions and improvements thereto by issuance

of several series of bonds, of which among the outstanding are the Sewer Revenue
Bonds, Series 1982A, dated August i, 1982, originally issued in the aggregate

amount of $2,680,000, of which $2,520,000 is presently outstanding (the "Series

1982A

~HERLAS, the series 1982A Bonds were issued pursuant to a resolution of the

Issuer aecpted August i, 1982,as supplemented by a supplemental resolution
adopted on August i, 1982 (collectively, the "1982A Resolution");

WHEREAS, the Issuer has determined to issue its Sewer Revenue Refunding

Bonds, Ser!es 1997D (the "Series 1997D Bonds"), pursuant to a resolution adopted
June 12, 1997, as supplemented by a supplemental resolution adopted June 19, 1997

(collectively, the "1997D Resolution"), and contemporaneously therewith, legally
defease the Serles 1982A Bonds by applying proceeds of the Series 1997D Bonds and

certain moneys of the Issuer ("Issuer’s Funds") to the purchase of obligations

of the Unl~ed States government to be deposited, together with certain cash
amounts, in the Escrow Fund herein described;

WHERE.AS, the Escrow Agent will cause to be purchased on behalf of the

Issuer, with certain of such Series 1997D Bonds proceeds and Issuer’s Funds,

certain United states Treasury Obligations (the "Government Securities")
described in the verification Report, dated June 24, 1997, of Smith, Cochrain &

Hicks, a firm of independent certified public accountants, attached hereto as
EXHIBIT A - ".’ERIFICATION REPORT (the "Verification Report");

WHEREg~, the Government Securities, plus cash amounts in the Escrow Fund

which will be delivered to the Escrow Agent simultaneously with the delivery of

the Serles i~97D Bonds, are in such principal amount and mature and bear interest
at such rates and are payable at such times and in such amounts as to insure the

payment of %he principal of and interest on the Series 1982A Bonds as they come
due, and, cn the first permitted redemption date thereof, being October i, 2001

(the "RedemDtlon Date"), the entire remalning prlnclpal amount of the Series
!982A Bones lhen outstanding, togeEher with a redemptlon premium of 12.6694915%

of the prlncivai amount so redeemed, and interest accrued thereon ~o October ±,
2001 (col!ec~ive, the "Redemption Price");

~ER=_AS, ~he Issuer has found it desirable to appoint the Escrow Agent and

the Commlsslzn has agreed to such appointment for the purposes of holding title,
as trustee, ~o the Government Securities, receiving payments of the princlpal

thereof an~ interest thereon when due, disbursing to the paying agent such

amounts as nay De necessary to provlde for payment of principal of and interest

on the series !982 A Bonds as the same become due and payable, and on the
Redemption 2ate, the Redemp~lon Price and holding, investing and relnvestlng any

cash balances which may at any time not be needed for immediate d~sbursement; and



SHADY SPRING PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)

SEWER REFUNDING REVENUE BONDS
SERIES 1997D

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES,     INTEREST    RATES,     PRINCIPAL    PAYMENT
SCHEDULE, SALE PRICE AND OTHER TERMS OF THE SHADY
SPRING PUBLIC SERVICE DISTRICT SEWER REFUNDING
REVENUE    BONDS,    SERIES    1997D; AUTHORIZING    AND
APPROVAL OF AN ESCROW AGREEMENT,OTHER INSTRUMENTS
RELATING TO THE REFUNDING OF THE SERIES 1982A
BONDS; APPOINTING AN ESCROW AGENT, REGISTRAR,
PAYING AGENT, AND DEPOSITORY BANK; APPROVING THE
LOAN AGREEMENT AND MAKING OTHER PROVISIONS AS TO
THE BONDS AND THE REFUNDING.

WHEREAS, Shady Spring Public Service District (the "Issuer"),
in the County of Raleigh, State.of West Virginia, is a public service
district and public corporation of said State, the governing body of which
is this public service board (the "Governing Body");

WHEREAS, the Governing Body duly adopted on June 12, 1997, a
resoluticn (the "Resolution") entitled:

A RESOLUTION AUTHORIZING THE REFUNDING OF THE SEWER
REVENUE BONDS, SERIES 1982A, OF SHADY SPRING PUBLIC
SERVICE DISTRICT, THE ISSUANCE OF SEWER REFUNDING
REVENUE BONDS, SERIES 1997D, OF THE DISTRICT IN THE
AGGREGATE PRINCIPAL AMOUNT OF NOT MORE THAN
$3,056,954.52, THE PROCEEDS OF WHICH, TOGETHER WITH
OTHER FUNDS OF THE DISTRICT, SHALL BE EXPENDED FOR
SUCH REFUNDING AND TO PAY COSTS IN CONNECTION
THEREWITH; PROVIDING FOR THE RIGHTS AND REMEDIES
OF, AND THE SECURITY FOR, THE REGISTERED OWNERS OF
SUCH BONDS; AUTHORIZING THE EXECUTION AND DELIVERY
OF AN ESCROW AGREEMENT, AND OTHER DOCUMENTS;
AUTHORIZING THE SALE AND PROVIDING FOR THE TERMS
AND PROVISIONS OF SUCH BONDS AND ADOPTING OTHER
PROVISIONS WITH RESPECT TO SUCH BONDS.

WHEREAS, capitalized terms used herein and not otherwise
defined herein shall have the meanings set forth in the Resolution when
used herein;

WHEREAS, the Resolution provided for the refunding of the
Issuer’s Sewer Revenue Bonas, Series 1982A, dated August I, 1982 (the
"1982A Bcn~s"), and issuance of its Sewer Refunding Revenue Bonds, Series
1997D (the "Series i997D Bonds"), in an aggregate principal amount not to



exceed $3,600,000, for the purposes of paying a portion of the costs of
such refunding; and paying costs of issuance thereof, all in accordance

with Chapter 16, ~tic!e 13A of the West Virginia Code of 1931, as amended

(the "Act");

WHEREAS, the Resolution further provided that the exact

principal amount of the Series 1997D Bonds to be sold and the date,
maturities, interest rates, redemption provisions, price and other terms

of the Series 1997D Bonds should be established, that an Escrow Agent,
Registrar, Paying Agent and Depository Bank be designated, that an Escrow

Agreement and Registrar and Paying Agent Agreement be approved, and that
other matters pertaining to the Series 1997D Bonds be provided for by a

supplemental resolution of the Governing Body;                  .

WHEREAS, the Series 1997D Bonds are proposed to be purchased by

The West Virginia Water Development Authority (the "Authority"), pursuant
to a Loan Agreement between the Authority and the Issuer (the "Loan
Agreement"); and

WHEREAS, the Governing Body deems it essential and desirable

that this Resolution be adopted and tthat the Loan Agreement, the Escrow
Agreement and the Registrar and Paying Agent Agreement hereinafter provided

for be entered into by the Issuer, that the aggregate principal amount, the
prices, the maturity dates and amounts, and the interest rates of the
Series 1997D Bonds, be fixed hereby in the manner stated herein, and that

other matters relating to the Series 1997D Bonds be herein provided for,

all in accordance with the Resolution;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

Sect~o~ !. Pursuant to the Resolution and the Act, this
Supplemental Reso!u~ion is adopted and there are hereby authorized and

ordered to be issued the Series 1997D Bonds. The Series 1997D Bonds shall
be dated, shall be issued in such aggregate principal amount not to exceed

$3,056,954.52, shall bear interest at the rate of 6.25%~ with interest
payable semiannuai!y on August 1 and October !, 1997 such dates, with final

maturity to be on cr before October i, 2035, and shall have such redemption
provisions and other terms as set forth in the Loan Agreement. All other
provisions relating to the Series 1997D Bonds shall be as provided in the

Resolution, and the Series 1997D Bonds shall be in substantially the form
provided in the Resolution.

SecticD 2. The Escrow Agreement by and between the Issuer and
the West Virginia ~{unicipal Bond Commission as Escrow Agent, ~o be dated

as of the date of delivery of the Series 1997D Bonds, substantially in the

form submitted to this meeting, and the execution and delivery (in multiple
counterparzs) by zhe Chairman thereof shall be and the same are hereby

authorized, approved and directed. The Chairman shall execute and deliver
the Escrow Agreement with such changes., insertions and omissions as may be

approved by the Chairman. Execution of the Escrow Agreement by the Chairman
shall be conclusive evidence of any approval required by this Section.

SecticE 7. The Registrar Agreement to be dated as of the date
of delivery of the Series 1997D Bonds, by and between zhe Issuer and the



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

Section 4. [RESERVED].

$~¢tion 5. [RESERVED].

Section 6. The firm of Hamb & Poffenbarger, Charleston, West
Virginia, is hereby appointed bond counsel to the Issuer in connection with
the issuance of the Series 1997D Bonds.

Section 7. The Issuer does hereby appoint and designate the
West Virginia Municipal Bond Commission for the purpose of serving in the
capacity of Escrow Agent and Paying Agent.

SectioD 8. The Issuer does hereby appoint and designate Bank
One, National Association, Charleston, West Virginia, for the purpose of
serving in uhe capacities of Registrar.

Section 9. The Issuer does hereby appoint and designate First
State Bank & Trust, Beckley, West Virginia, for the purpose of serving in
the capacity of Depository Bank.

Section i0. The firm of Smith, Cochran & Hicks, Charleston,
West Virginia, is hereby engaged for the purpose of verifying yield and
sufficienc~° of the Escrow Fund.

Section II. The notice addresses for the Registrar, Paying
Agent, Depository Bank, Escrow Agent and Authority shall be as follows:

REGISTRAR AND PAYING AGENT

Bank One, West Virginia, N.A.
707 Virginia Street, East
Charleston, West Virginia 25301
Attention: Corporate Trust Department



DEPOSITORY BANK

First State Bank & Trust
Beckley, West Virginia 25801

ESCROW AGENT

West Virginia Municipal Bond Commission
812 Quarrier Street, Suite 300
Charleston, West Virginia 25301
Attention: Executive Director

ORIGINAL PURCHASER

West Virginia Water Development Authority
1201 Dunbar Avenue
Dunbar, West Virginia 25064

Section 12. The Chairman and Secretary are hereby authorized
and direc~ea to execute and deliver such other documents and certificates,
including a tax and arbitrage certificate, required or desirable in
connection with the Series 1997D Bond issue to the end that the Series
1997D Bon~s may be delivered on a timely basis to the Authority pursuant
to the Loan Agreement.

Section 13. Under the provisions of the Act, and as provided in
the Resolution and the Series 1997D Bonds and the interest thereon do not
constitute indebtedness of the Issuer within the meaning of any
constituticnal or statutory provisions or limitations, but shall be payable
solely frcm the Net Revenues derived from the operation of the System of
the Issuer and the Series 1997D Bonds Reserve Account established by the
Resolution, and neither the credit nor the taxing power of the Issuer is
pledged for, and no tax shall ever be levied for, payment of the Series
1997D Bonds and the interest thereon.

Section !4. This Resolution shall be effective immediately.

[SEAL]

ATTEST:

Adopted this day of , 1997.

Chairman     "    J .- i//~

~ecre~ary
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CERTIFICATION

Certified a true, correct and complete copy of a Supplemental
Resolution duly adop%ed by the Public Service Board of SHADY SPRING PUBLIC
SERVICE DISTRICT a~ a meeting of the Public Service Board held at 5:00
p.m., on June 19, 1997, pursuant to proper notice, at which meeting a
quorum was present acting throughput.

Dated this day 19th of June, 1997.

[SEAL]

S~cre~ary



6(d) Series 1997D Escrow Agreement between

Shady Spring Public Service District and

West Virginia Municipal Bond Commission



ESCROW AGREEMENT

This ESCROW AGREEMENT, made and entered into as of June 24, 1997, by and

between SHADY SPRING PUBLIC SERVICE SEWER DISTRICT (the "Issuer") and the WEST

VIRGINIA MUNICIPAL BOND COMMISSION (the "Commlssion" or the "Escrow Agent").

WITNESSETH THAT:

WHEREAS, the Issuer presently owns and operates a public sewerage system
(the "System") and has heretofore financed the acquisition and construction of

the System and certain additions, extensions and improvements thereto by issuance

of several series of bonds, of which among the outstanding are the Sewer Revenue
Bonds, Series 1982A, dated August i, 1982, originally issued in the aggregate

amount of $2,680,000, of which $2,520,000 is presently outstanding (the "Series

1982A Bonds");

WHEREAS, the Series 1982A Bonds were issued pursuant to a resolution of the

[ssuer adopted August !, 1982,as supplemented by a supplemental resolution

adopted on August i, 1982 (collectively, the "1982A Resolutlon");

WHEREAS, the Issuer has determlned to issue its Sewer Revenue Refunding

Bonds, Series 1997D (the "Series 1997D Bonds"), pursuant to a resolution adopted

June 12, 1997, as supplemented by a supplemental resolution adopted June 19, 1997
(collectively, the "1997D Resolution"), and contemporaneously therewith, legally

defease the Series 1982A Bonds by applying proceeds of the Series 1997D Bonds and

certain moneys of"the Issuer ("Issuer’s Funds") to the purchase of obligations

of the United States government to be deposited, together with certain cash

amounts, in the Escrow Fund herein described;

WHEREAS, the Escrow Agent will cause to be purchased on behalf of the
Issuer, with certaln of such Serles 1997D Bonds proceeds and Issuer’s Funds,

certain United States Treasury Obligations (the "Government Securities")
descrlbed in the Verlfication Report, dated June 24, 1997, of Smith, Cochrain &

Hicks, a firm of independent certlfied public accountants, attached hereto as

EXHIBIT A - VERIFICATION REPORT (the "Verification Report");

WHEREAS, the Government Securlties, plus cash amounts in the Escrow Fund

whlch wlil be delivered to the Escrow Agent simultaneously with the delivery of

the Series 1997D Bonds, are in such principal amount and mature and bear interest
at such rates and are payable at such times and in such amounts as to insure the

payment of the prlnclpal of and interest on the Serles 1982A Bonds as they come

due, and, on the first permltted redemption date thereof, belng October i, 2001
(the "Redemptlon Date"), the entire remalning principal amount of the Series

1982A Bonds then outstanding, together with a redemption premium of 13.6694915%

of the principal amount so redeeme~, and interest accrued thereon to October I,
2001 (collectlve, the "Redemption Price");

~EREAS, the Issuer has found It desirable to appoint the Escrow Agent and

the Comm_Ission has agreed to such appointment for the purposes of holding title,
as trustee, to the Government Securities, receiving payments of the principal

thereof and interest thereon when due, disburslng to the paylng agent such

amounts as may be necessary to provide for payment of prlnc~pai of and interest

on the Serles 1982 A Bonds as the same become due and payable, and on the

Redemptlon Date, the Redemptlon Prlce and holding, investlng and relnvesting any
cash balances which may at any tlme not be needed for immediate disbursement; and



NOW, THEREFORE, in consideratlon of the mutual agreements contalned herein,

and in order further to secure payment of the Series 1982 A Bonds, as heretofore

provided, the partles hereto mutually undertake, promise and agree for

themselves, their respective representatives, successors and assigns, as follows:

i.     There is hereby created and established with the Escrow Agent an

irrevocable trust fund to be known as the Escrow Fund, to be held in the custody
of the Escrow Agent, separate and apart from all other funds of the Issuer and

the Escrow Agent. The deposit of securities or moneys in the Escrow Fund shall

constitute an irrevocable deposit of said securities or moneys in trust for, and

such moneys and securities, together with any income or interest earned thereon,

shall be applied, except as otherwise provided herein, to the payment of
principal of and interest on the Series 1982 A Bonds as the same become due and

payable, and on the Redemption Date, to pay the Redemption Price, all in

accordance with paragraph 5 hereof.

2.     Concurrently with the delivery of the Series 1997 D Bonds, the

Commzsslon shall transfer from the Series 1982 A Bonds Reserve Account (i) the

sum of $211,871.97 to the Series 1997 D Bonds Reserve Account and the sum of
$98,988.27 to the Escrow Agent for deposit into the Escrow Fund. Additionally,

concurrently wlth the delivery of the Series 1997 D Bonds, the Commlssion shall

transfer $115,692.04 from the Serles 1982 A Bonds Sinking Fund to purchase escrow

securities for the Escrow Account.

3.     Concurrently with the delivery of the Series 1997 D Bonds, the Issuer

and the Escrow Agent shall cause (i) Series 1997 D Bonds proceeds in the amount

of $3;035,954.52, and (ii) the amounts described in paragraph 2 above, on deposit

with the Commission in the Series 1982 A Bonds Sinking Fund and Reserve Account
to be deposlted in the Escrow Fund, and thereupon $3,250,634 to be applied to the

purchase of the Government Securities and to hold the remaining $0.83 as cash,
uninvested, in the Escrow Fund. Maturing principal and interest (together with

reinvestment proceeds thereof) of the Government Securities and .the uninvested

cash in the Escrow Fund shall be applied solely .to the payment of the Series 1982

A Bonds.    Smlth, Cochran & Hicks, CPAs, has certified, in ~ts Verification
Report, attached hereto as EXhIBiT A, that the Government Securities, together

with the income to be derived therefrom and the uninvested cash in the Escrow

Fund will be sufficLent to pay the principal of and interest on the Series 1982

A Bonds as the same become due and payable, and, on the Redemption Date, to pay
the Redemption Prlce. The Issuer hereby authorlzes and directs the Escrow Agent

to subscrlbe to the purchase of the Government Securities.

4.     The Escrow Agent shall have no authority to reinvest funds or make

substltutlons of :he Government Securities acquired hereunder under this

agreement except as follows:

If    requested by the Issuer, and upon recelpt of an oplnion of natlonally

recognlzed bond counsel that such substitution will not affect the tax-exempt

status of Lnterest cn the Series 1982 A Bonds or the Series 1997 D Bonds under

the Internal Revenue Code of 1987, as amended and then in effect (the "Code"),

the Escrow Agent may substitute other United States Treasury Oblfgations for the
Government SecurltLes, provided that such United States Treasury Obligations

being substltuted must be non-callable obligations of the United States of

Amerlca ("Direct Obligations"), must be sufficient to pay the prlncipal of and

interest on the Ser~es 1982 A Bonds as the same become due, and also pay, on the
Redemptlon Date, :he Redemption Price, and provided further, zhat the Escrow

Agent recelves verlficatlon by a Certified Public Accountant of the sufficlency

of the escrowed securlties to pay the prlnclpal of and interest on the Serles

1982 A Bonds as the same become eue, and also pay, on the Redemptlon Date, the



1982 A Bonds as the same become due, and also pay, on the Redemption Date, the
Redemption Price.

5.     The Escrow Agent shall transfer from the Escrow Fund and deposit
directly with the paying agent for the Series 1992 A Bonds, in immediately
available funds on October i, 1997, and on each April ! and October 1 thereafter,
to and including October I, 2001, an amount sufficient to pay the principal of

and interest on the Series 1982 A Bonds as the same become due, in accordance
with the Serles 1982 A Bonds debt service schedule attached to the Verification
Report, and on the Redemption Date, an amount sufficient to pay the Redemption
Price. The Escrow Agent is not required to provide any redemption notices to the
holders of the Serles 1982 A Bonds.

6.     The holders of the Series 1982 A Bonds shall have an express lien on
all moneys and assets in the Escrow Fund until paid out, used and applies in
accordance with this Agreement.

7.     Subject to the provisions of paragraph 17 hereof, 12 months after the
payment of all amounts required to be paid pursuant to paragraph 5 of this
Agreement, the amounts remaining in the Escrow Fund, if any, shall be deposited
by the Escrow Agent in the Series 1997 D Bonds Sinking Fund, and applied to
payment of the Ser!es 1997 D Bonds.

8.     The Escrow Agent shall be entitled to fees for services rendered
under this ~greement and reasonable expenses as set forth in EXHIBIT B - ESCROW
AGENT FEES, attached hereto. The Issuer shall pay from its own funds, to the
Escrow Agent the amounts at the times set forth in EXHIBIT B. In no event shall
such fees or expenses be paid from the Escrow Fund, nor shall the Escrow Agent
or the paying agent have any lien whatsoever upon any of the moneys or Government
Securities in the Escrow Fund for the payment of such fees or expenses.

9.     The Issuer and the Escrow Agent independently hereby covenant that
no part of the moneys or funds at any time in the Escrow Fund shall be used
directly or indirectly to acquire any securities or obligations, the acquisition
of which would cause any of the Series 1982 A Bonds or the Series 1997 D Bonds
to be an "arbitrage bond" as defined in Section 148 of the Code, or to be subject
to treatment under section 148 as an obligation not described in Section 103 of
the Code.

i0.    The Escrow Agent shall not have any responsibility wlth respect to
the sufficiency of this Escrow Agreement to effect payment, redemption or
defeasance of the Series 1982 A Bonds. The liability of the Escrow Agent for the
payment of the principal of, interest on and Redemption Price of the Series 1982
A Bonds shall be limited to the payment of all amounts required to be paid
pursuant to paragraph 5 hereof.    The Escrow Agent shall not be liable or
responsible because of the failure of the Issuer to perform any act required of
it by this Escrow Agreement. The Escrow Agent shall have no responsibility to
the Issuer or any other person in connection with this Escrow Agreement, except
as speclficaiiy provlded hereln, and shall not be responsible for anything done
or omitted to be done by it except for its own negligence or willful default in
the performance of any obligation imposed on it hereunder.

ll. By executlon of this Escrow Agreement, the Escrow Agent accepts the
duties and obligations as Escrow Agent hereunder. The Escrow Agent represents
that it has all requlsite power, and has taken all action necessary to execute
the trusts hereby created.



12. If the Escrow Agent is called upon by the terms of this Escrow

Agreement to determine the occurrence of any event or contingency, the Escrow
Agent may request from the Issuer or any other person such reasonable additional
evidence as the Escrow Agent in its discretion may deem necessary to determine
any fact relating to the occurrence of such event or contingency, and in this
connection may inqulre and consult with the Issuer, at any tlme. The Escrow Agent

may request an opinlon of counsel for a determination of any legal issue which
mlght arise in the performance of its duties hereunder and may act in accordance
with the advice given in such opinion.

13. The Escrow Agent shall not be liable for any loss resulting from any
investment made pursuant to the terms and provisions of this Escrow Agreement.

14. The Escrow Agent may act upon any notice, request, waiver, consent,
certificate, receipt, authorization, power of attorney or other instrument or
document which the Escrow Agent in good faith believes to be genuine and correct
and to have been signed or sent by the proper person or persons.

15. The Escrow Agent may resign or be removed by the Issuer, and thereby
become discharged from the trusts hereby created, by notice given to the Issuer
and each insurer of any of the Series 1982 A Bonds not less than thirty (30) days
before such resignatlon or removal shall take effect. Such resignation or removal
shall take effect immediately, however, upon the earlier appointment of a new
Escrow Agent hereunder and acceptance of the trusts hereby created. The Escrow
Agent shall continue to serve as Escrow Agent until a successor is appointed and
the funds held hereunder transferred. The Escrow Agent shall provide a proper
accounting to the Issuer of all funds deposited pursuant to this Escrow Agreement
within 30 days of the appointment of a successor Escrow Agent. If no such
appointment has been made at the end of the 30 day period, the Escrow Agent may
petition a court of competent jurisdiction for appointment of a successor or
temporary Escrow Agent. In the event of the resignation or removal of the Escrow
Agent, the Escrow Agent shall rebate to the Issuer any fees theretofore paid in
advance by the Issuer to the Escrow Agent for its services under this Escrow
Agreement.

16.    This Escrow Agreement is made for the benefit of the Issuer, the
Escrow Agent and the holders from time to time of the Series 1982 A Bonds, except
as otherwise expressly provided herein. This Escrow Agreement may be modifies
or amended at anytime, provided, however, that no such modification or amendment
shall be made which would, materially adversely affect the interest of any of the
holders of the Serles 1982 A Bonds.

17.    If any Outstanding Series 1982 A Bonds are not presented for payment
on the Redemption Date, and moneys are held by the Escrow Agent for payment
thereof, such moneys shall be held for such purposes for a period of 5 years from
the date such payment was due, at which time such moneys shall be paid to the
Issuer. Following such payment to the Issuer, the Issuer shall be responsible
for payment to any holder of the Series 1982 A Bonds presenting such Series 1982
A Bonds to the Escrow Agent of the amount payable to such holder.

18.    This Escrow Agreement shall terminate on the earlier of the date on
which all the Outstanding Series 1982 A Bonds have been redeemed, paid in full
and discharged, or, as described in paragraph 17 above, 2 years after the last
date on which payment on the Series 1982 A Bonds is due. Upon termlnation of
this Escrow Agreement, any remaining moneys and Government Securities in the
Escrow Fund shall be transferred as provided in paragraph 7 hereof.
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19.    If any one or more of the covenants or agreements provided in this
Agreement to be performed on the part of any of the parties hereto shall be

determined by a court of competent jurisdiction to be contrary to law, such
covenant or agreement shall be deemed and construed to be severable from the
remaining covenants and agreements herein contained and shall in no way affect
the validity of the remaining provisions of this Agreement.

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

21.    This Agreement is made in the State of West Virginia under the
Constitution and laws of such State and is to be so construed.

IN WIT~ESS WHEREOF, the parties hereto have executed this Agreement on the
day and year first above written.

SHADY SPRING PUBLIC SERVICE

" Chairman, Pffb i i ~U~~O a rd

WEST VIRGINIA MUNICIPAL BOND

COMMmS-SION            I



EXHIBIT A - VERIFICATION REPORT

[Included as Transcript Document No. 28]



EXHIBIT B - ESCROW AGENT FEES



4.4

SHADY SPRING PUBLIC SERVICE DISTRICT
Sewerage System Revenue Refunding Bonds

Series 1982 A

CERTIFICATE OF DEFEASANCE OF BONDS TO BE REFUNDED

I, 1L Witter Hallan, Executive Director of the West Virginia Municipal Bond
Commission, as Escrow Agent (the "Escrow Agent") under the Escrow Agreement dated
June ~q, 1997 (the "Escrow Agreement"), by and between the Shady Spring Public Service
District (the "District") and the Escrow Agent, hereby certify to the following:

1.    There have been received this day the irrevocable instructiom and
moneys or other assets described in paragraph 3 of the Escrow Agreement.

2.    Pursuant to the Escrow Agreement, as of this day there are on deposit
in the Escrow Fund established pursuant to the Escrow Agreement amounts which, together
with the earnings thereon, will be sufficient without remvestment or substitution to pay the
Redemptiori Price of and interest on the District’s Revenue Bonds described in Exhibit A
hereto (the "Bonds To Be Refunded") as the same come due and as required by the Escrow
Agreement, and, thus, to defease the lien on the Bonds To Be Refunded.

3’.    The lien of the Bonds To Be Refunded (except such lien created under
the Escrow Agreement) is effectively defeased pursuant to the terms of the Resolution as
of the date hereo£

IN WITNESS WHEREOF, I heretmto set my/h~nd thtis 24th day of June, 1997.

R. Witter Hallan"~~
Executive Director, West Virginia’Mtmicipal
Bond Commission, as Escrow Agent

CHASF$3:52159

EXHIBIT A



SHADY SPRING PUBLIC SERVICE DISTRICT
(SRF)

BOND RESOLUTION

RESOLUTION AUTHORIZING THE CONSTRUCTION OF
CERTAIN EXTENSIONS, ADDITIONS, BETTERMENTS
AND IMPROVEMENTS TO THE EXISTING PUBLIC
SEWERAGE FACILITIES OF SHADY SPRING PUBLIC
SERVICE DISTRICT AND TO FINANCE THE COST OF
SUCH CONSTRUCTION OF CERTAIN EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS
AND    TO    PAY OTHER COSTS    IN    CONNECTION
THEREWITH, NOT OTHERWISE PROVIDED, THROUGH
THE ISSUANCE OF NOT MORE THAN $1,300,000 IN
AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING
PUBLIC SERVICE DISTRICT SEWER SYSTEM REVENUE
BONDS, SERIES 1998A,PROVIDING FOR THE RIGHTS
AND    REMEDIES    OFAND    SECURITY    FOR THE
REGISTERED OWNERSOF SAID BONDS; RATIFYING
THE LOAN AGREEMENT WITH THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY AND THE WEST
VIRGINIA DIVISION OF ENVIRONMENTAL
PROTECTION RELATING TO SAID BONDS;
AUTHORIZING TI-IE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SAID BONDS; AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

ARTICLE

STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1.01. Authority. for this Resolution. This Resolution is adopted
pursuant to the provisions of the Act and other applicable provisions of law.



Section 1.02. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

"ARC" means the Appalachian Regional Commission and any successors to
the funds of the ARC.

"ARC Grant" means the grant from ARC in the amount of $840,000.

"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser of each Bond, or any other agency of the State that
succeeds to the functions of the Authority.

"Authorized Officer" means the Chairman of the Governing Body of the Issuer
or any other person duly appointed as such by the Governing Body.         ~

"Bank" means the bank to be set forth in a resolution supplemental hereto.

"Board" means~ the public service board of the Issuer and shall include the
membership of the Board as may hereafter be duly constituted as the legal successors to the
present membership or any other authority vested with and authorized to exercise the powers
of the Issuer.

"Bond" or "Bonds" means the Shady Spring Public Service District Sewer
System Revenue Bond, Series 1998A, originally authorized hereby, and any pari passu
additional bonds hereafter issued within the terms, restrictions and conditions contained in
this Resolution.

"Bondholders" "Holder of the Bonds," "Holder," "Registered Owner," "Owner"
or any similar term, whenever used herein with respect to an Outstanding Bond or Bonds,
means the person in whose name such Bond is registered.



"Bond Register" means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter defined for the registration and transfer of
the Bonds.

"Bond Registrar" or "Registrar" means the bank or other entity to be designated
as such in the Supplemental Resolution and its successors and assigns.

..... : "Bond Year" means the 12 month period beginning on the anniversary of the
Closing Date in each year and ending on the day prior to the anniversary date of the Closing
Date in the following year except that the first Bond Year shall begin on the Closing Date.

"Certificate of Authentication and Registration" means the certificate of
authentication and registration on the Bond in substantially the form set forth in the bond
form contained herein.

"Chairman" means the Chairman of the Governing Body of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Bond
for a portion of the proceeds representing the purchase of the Bond by the Authority.

"Code" means the Internal Revenue Code of 1986, as amended, including the
rules and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Construction Trust Fund" means the Bond Construction Trust Fund
established by Section 5.01 (3).

"Consulting Engineers" means L. A. Gates Company, Beckley, West Virginia,
or any engineer or firm of engineers of reputation for skill and experience with respect to the
acquisition and construction of sewerage systems or facilities that shall at any time hereafter
be retained by the Issuer as Consulting Engineers for the System.

"Costs" or "Costs of the Project" or any similar phrase means those costs
described in Section 1.04G hereof to be a part of the cost of planning, design, construction
of the Project.



"Debt Service" means the scheduled amount of interest and amortization of
principal payable on the Series 1998A Bond, as hereinafter defined, during the period of
computation, excluding amounts scheduled during such period which relate to principal
which has been retired before the beginning of such period.

"DEP" means the West Virginia Division of Environmental Protection, a
division of the West Virginia Bureau of Environment.

"Depository Bank" means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinafter defined, which Depository Bank shall be named in the Supplemental Resolution,
and any successor thereto.

"Excess Investment Earnings" means an amount equal to the sum of:

(A) The excess of

(i) ........................... earned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Bonds are invested
[other than amounts attributable to an excess described in this clause (A) of
this definition of Excess Investment Earnings, over

(ii) The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Earnings]
had been equal to the Yield on the Bond, plus

(B) Any income attributable to the excess described in clause (A) of this
definition of Excess Investment Earnings.

"FDIC" means the Federal Deposit Insurance Corporation and any successor
to the functions thereof.

"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 is now or may hereafter be constituted.
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"Government Obligations" means direct obligations of, or obligations the
timely payment of the principal of and interest on which is guaranteed by, the United States
of America, including (i) such obligations which have been stripped from their unmatured
interest coupons, interest coupons stripped from such obligations and receipts or certificates
evidencing payments from such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct
obligations of, or specified obligations which are unconditionally and fully guaranteed by,
the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof
in the capacity of custodian and (iii) obligations, the sole source of the payment of the
principal of and interest on which are obligations of the nature of those described in clause
(i), which are irrevocably pledged for such purposes.

"Gross Proceeds" means the sum of the following amounts:

(I) Original proceeds, namely, net amounts received by
or for the Issuer as a result of the sale of the Bond, excluding
original proceeds which become transferred proceeds
(determined in accordance with applicable Regulations) of
obligations issued to refund in whole or in part the Bond;

(ii) Investment proceeds, namely, amounts received at
any time by or for the Issuer, such as interest and dividends,
resulting from the investment of any original proceeds (as
referenced in clause (i) above) or investment proceeds (as
referenced in this clause (ii)) in Nonpurpose Investments,
increased by any profits and decreased (if necessary, below
zero) by any losses on such investments, excluding investment
proceeds which become transferred proceeds (determined in
accordance with applicable Regulations) of obligations issued
to refund in whole or in part the Bonds;

(iii) Transferred proceeds, namely, original proceeds of
any prior obligation~s, and interest earnings and profits less
losses resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any prior obligations and which are
deemed to become proceeds of the Bonds ratably as original
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proceeds of the Bonds, and interest earnings and profits
resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any such prior obligations, all on the
date of such ratable discharge;

(iv) Sinking fund proceeds, namely, amounts, other than
original proceeds, investment proceeds or transferred proceeds
[as referenced in clauses (i) through (iii) above] of the Bonds,
which are held in any fund to the extent that the Issuer
reasonably expects to use such other fund to pay Debt Service;

(v) Amounts in the Reserve Accounts and in any other
fund established as a reasonably required reserve or replacement
fund;

(vi) Investment Property pledged as security for payment
of Debt Service on the Bonds by the Issuer;

(vii) Amounts, other than as specified in this definition,
used to pay Debt Service on the Bonds; and

(viii) Amounts received as a result of investing amounts
described in this definition.

"Gross Revenues" means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and
reasonable provision for uncollectible accounts; provided, that "Gross Revenues" does not
include any gains from the sale or other disposition of, or from any increase in the value of,

hereinafter capital assets defined. (including Qualified Investments, as hereinafter defined), or any Tap Fees, as

"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 slxecial audit of the accounts of the System
or for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.



"Investment Property" means any security (as said term is defined in Section
165(g)(2)(A) or (B) of the Code), obligation, annuity contract or investment-type property,
excluding, however, obligations the interest on which is excluded from gross income under
Section 103 of the Code for federal income tax purposes.

"Issuer" or "District" means the Shady Spring Public Service District, a public
corporation and political subdivision of the State.

"Loan Agreement" means the Water Pollution Control Revolving Fund Loan
Agreement dated October 9, 1998, by and among the Authority, the DEP and the Issuer
providing for the purchase of the Bonds from the Issuer by the Authority which is attached
as Exhibit B hereto and incorporated herein by reference.

"Net Proceeds" means the face amount of the Bonds, plus accrued interest and
premium, if any, less original issue discount, if any, and less proceeds deposited in the
Reserve Accounts. 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 Bonds, without regard to whether or not such investment is made in tax-exempt

~ obiigations.
.

"Net Revenues" means the balance of the Gross Revenues remaining after

~ deduction of Operating Expenses, as hereinafter defined.

"Nonpurpose Investment" means any Investment Property which is acquired
with the Gross Proceeds of the Bonds and is not acquired in order to carry out the
governmental purpose of the Bonds.

P g P"O eratin Ex enses" means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System, as hereinafter defined 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 Projects, fees and
expenses of the Authority, fiscal agents, the Depository Bank, Registrar and Paying Agent,
other than those capitalized as part of the Costs of Projects, payments to pension or
retirement funds, taxes and such other reasonable operating costs and expenses as should
normally and regularly be included under generally accepted accounting principles; provided,
that "Operating Expenses" does not include payments on account of the principal of or
redemption premium, if any, or interest on the Bonds, charges for depreciation, losses from
the sale or other disposition of, or from any decrease in the value of, capital assets,



amortization of debt discount or such miscellaneous deductions as are applicable to prior
accounting periods.

"Original Bonds" or "Bonds" means not to exceed $1,300,000 Shady Spring
Public Service District Sewer System Revenue Bond, Series 1998A.

"Outstanding," when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered except
(i) any Bond canceled by the Bond Registrar at or prior to said date; (ii) any Bond for the
payment of which moneys, equal to its principal amount and redemption premium, if
applicable, with interest to the date of maturity or redemption shall be in trust hereunder and
set aside for such payment (whether upon or prior to maturity); (iii) any Bond deemed to
have been paid as provided in Article X hereof; and (iv) for purposes of consents, notices or
other action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.08 hereof.

"Paying Agent" means the Commission.

"Prior Bonds" means the District’s Sewer Revenue Bonds, Series 1982B,
issued in the original principal amount of $795,515 (the "Series 1982B Bonds"), the
District’s Sewer Revenue Bonds, Series 1994A, issued in the original principal amount of
$170,532 (the "Series 1994A Bonds") the District’s Sewer Revenue Bonds, Series 1996A,
issued in the original prinicpal amount of $151,800 (the "1996A Bonds,") the District’s
Sewer Revenue Bonds, Series 1997B, issued in the original principal amount of $179,000
(the "Series 1997B Bonds")the District’s Sewer Revenue Bonds, Series 1997C Bond issued
in the original principal amount of $2,500,000 (the "Series 1997C Bonds") the District’s
Sewer Refunding Revenue Bonds, Series 1997D issued in the original principal amount of
3,056,954.52 (the "Series 1997D Bonds") and collectively with the Series 1982B Bonds,
Series 1994A Bonds, the Series 1996A Bonds, the Series 1997B Bonds, the Series 1997C
Bonds, and the Series 1997D Bonds (the "Prior Bonds").

"Prior Resolutions" means the Bond Resolutions adopted by the Board with
respect to 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 and use
as a member of the general public. All of the foregoing shall be determined in accordance
with the Code, including, without limitation, giving due regard to "incidental use," if any, of
the proceeds of the issue and/or proceeds used for "qualified improvements," if any.

"Program" shall mean the acquisition and construction of certain extensions,
betterments and improvements to the sewerage facility program coordinated through the
capitalization grants program established under the Clean Water Act and administered by the
DEP.

"Project" means the construction of certain extensions, additions, betterments
and improvements to the sewerage facility by the Issuer substantially as described in Exhibit
A attached hereto and incorporated herein by reference.

"PSC" means the Public
successors to the functions thereof.

Service Commission of West Virginia and any

"PSC Order" means the recommended decision of the PSC in Case No. 98-
0166-PSD-CN which grants the Issuer approval of financing and approval of rates and the
Corrective Order dated November 5, 1998.

"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

(b) Bonds, debentures, notes 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; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;

(c) Any bond, debenture, note, participation certificate or other
similar obligation issued by the Federial 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;

(d) Time accounts, (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking arrangements)
which, to the extent not insured by the FDIC, shall be secured by a pledge of
Government Obligations, provided, that such Government Obligations pledged
either must mature as nearly as practicable coincident with the maturity of said
time account or must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said time account;

(e) Money market funds or similar funds, the only assets of which
are investments of the type described in paragraphs (a) through (d) above;

(f) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (d) 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 paid
repurchase agreements, and provided fu~her that the owner of such repurchase
agreement shall have a prior perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such collateral; and
such collateral must be free of all claims by third parties;

(g) The "consolidated fund" (or any distinct portion thereof)
managed by the West Virginia State Board of Investments pursuant to Article
6, Chapter 12 of the Code of West Virginia, 1931, as amended; and

(h) Advance-Refunded Municipal Bonds.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established or continued by Section 5.01(2).

"Reserve Account" means the account in the Sinking Fund, as hereat~er
defined, created by Section 5.02(1)(a) hereof.
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¯ .       "Reserve Requirement" means as of any date of calculation the maximum
amount of principal and interest with will become due on the Bonds in the then current or
any succeeding year.

"Resolution" shall mean this Resolution, as fi’om time to time amended or
supplemented.

"Revenue Fund" means the Revenue Fund established or continued by Section
5.01(1).

"SRF Administrative Fee" means any administrative fee required to be paid
pursuant to the Loan Agreements.

"SRF Regulations" means the regulations set forth in Title 47, Series 31 of the
West Virginia Code of State Regulations.

"Secretary" means the Secretary of the Governing Body of the Issuer.

~i.:~. "Series 1982 B Bonds" means the Sewer Revenue Bonds of Issuer described
~i::.i!~: in Section 1.04(N)issued August 1, 1982, in the original amount of $795,515.

"Series 1994 A Bonds" means the Sewer Revenue Bonds of Issuer described
~i~:: in Section 1.04(N) issued June 8, 1994, in the amount of $170,532.original

~:,~:~ "Series 1996A Bonds" means the Sewer Revenue Bonds of the Issuer
described in Section 1.04(N) issued April 25, 1996, in the original amount of $151,800.

"Series 1997B Bonds" means the Sewer Revenue Bonds of the Issuer~~ described in Section 1.04(N) issued June 24, 1997, in the original amount of $179,000.

"Series 1997C Bonds" means the Sewer Revenue Bonds of the Issuer
,,: described in Section 1.04~) issued June 24, 1997, in the original amount of $2,197,304.

~:~Y~:~.:~ "Series 1997D Bonds" me~s the Sewer Revenue Re~nding Bonds of the
Issuer described in Section 1.04~) issued June 24, 1997, in the original amount of
$3,052,954.52.

"Sinking Fund" mean the Sinking Fund established by Section 5.02(1) hereof.
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"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution of the Issuer supplementing
or amending this Resolution and, when preceded by the article "the," refers specifically to
the supplemental resolution or resolutions authorizing the sale of the Bond; provided, that
any matter intended by this Resolution to be included in the Supplemental Resolution with
respect the Bond and not so included may be included in another Supplemental Resolution.

"Surplus Revenues" means the Net Revenues not required by this Resolution
or the Prior Resolutions to be set aside and held for the payment of or security for the Bonds,
the Prior Bonds or any other obligations of the Issuer, including but not limited to the
Renewal and Replacement Fund, the Reserve Accounts and Sinking Funds, the proceeds of
which Bonds or other obligations are to be used to pay Costs of the Projects.

"System" means the public service properties for the collection, treatment,
purification or disposal of liquid or solid wastes, sewage or industrial wastes, owned by the
Issuer, and any improvements or extensions thereto, both within and without the boundaries
of the District, and shall include any extensions, additions, betterments and improvements

including the facility, hereatter acquired or constructed for said sewerage system
from any sources whatsoever, both within and without said District.

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

"Yield" means that yield which, when used in computing the present worth of
payments of principal and interest (or other payments in the case of Nonpurpose¯

Investments which require payments in a form not characterized as principal and interest) on
a Nonpurpose Investment or on the Bond, produces an amount equal to the Purchase Price

.’i of such Nonpurpose Investment or the Bond, all computed as prescribed in applicable
Regulations.

Additional terms and phrases are defined in this Resolution as they are used.
i: Accounting terms not specifically defined herein shall be given meaning in accordance with

generally accepted accounting principles.
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Words importing singular number shall include the plural number in each case
~:~ ..... and vice versa; words importing persons shall include firms and corporations; and words
i~iil, importing the masculine, feminine or neutral gender shall include any other gender.

The terms "herein," "hereunder," "hereby," "hereto," "hereof’ and any similar
i~.,: terms refer to this Resolution; and the term "hereafter" means after the date of adoption of

Resolution.

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

Section 1.03. Resolution Constitutes Contract. In consideration of the
of the Bond 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
~suer and such Bondholders 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 any and all such Bonds, all of which shall be of equal rank and without

priority or distinction between any one Bond and any other Bonds by reason of
priority of issuance or otherwise, except as expressly provided therein and herein.

Section 1.04. Findin~,s. It is hereby found, determined and declared as
follows:

A.    The Issuer is a public corporation and political subdivision of theState
.in Raleigh County, West Virginia.

B.    The Issuer presently owns and operates a public sewerage system.

C.    It is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer that there be acquired and constructed, the Project, consisting of
certain improvements, extensions or betterments to the existing System, as described in
Exhibit A attached hereto at an aggregate estimated cost not to exceed $1,300,000 in
accordance with plans and specifications to be prepared by the Consulting Engineers, which
plans and specifications have been approved by DEP are on file with the District.

D.    The estimated revenues to be derived in each year after completion of
the Project from the operation of the System will be sufficient to pay all the costs of the
operation and maintenance of the System, the principal of and interest on the Bonds and the
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Prior Bonds and all sinking funds, reserve accounts and other payments provided for herein,
in the Prior Resolutions and in the PSC Order.

E.    The estimated maximum cost of the aquisition and construction of the
Project is $2,062, I00, which will be permanently obtained from the Bonds herein authorized
and an ARC Grant. The Issuer may obtain such other grants and contributions or from other
sources as may be necessary to pay Costs of the Projects.

F.    The period of usefulness of the System atter completion of the Projects
will not be less than twenty (20) years.

G. It is deemed necessary for the Issuer to issue its sewer revenue bonds
in the aggregate principal amount of not more than$1,300,000initially to berepresentedby
a single bond, being the Shady Spring Public Service District Sewer System Revenue Bond,

permanently costs of construction of the Project. Said costsSeries1998A,to financethe
shall be deemed to include the cost of all property rights, easements, and franchises deemed
necessary therefor; the cost of the construction of said extensions, additions, betterments and
improvements to the System and any other expenses necessary, incidental, desirable or
appurtenant to the construction of the Project and such replacements as are necessary
therefor; the Tap Fee; the cost of interim financing for such Project; interest on the bonds,

to, during and for six months niter the estimated date of completion of construction of
Project if any; engineering and legal expenses; expenses for estimates of costs and

revenues; expenses for plans, specifications and surveys; expenses for the service of
registrars, paying agents, depositories or other agents in connection with the issuance of the

and such other expenses as may be necessary or desirable to said construction of the
project and placing the same in operation and the financing authorized by this Resolution.

H.    It is in the best interests of the Issuer that the Series 1998A Bonds be
sold to the Authority pursuant to the terms and provisions of the Loan Agreement.

I.    It is in the best interest of the Issuer that the Series 1998A Bond be
secured by and payable from the Net Revenue of the System on a parity with the Prior
Bonds.

J.    It is in the best interests of the Issuer that its Series 1998A Bonds be
sold to the Water Development Authority pursuanl, to a Loan Agreement and made a part
hereof, to take advantage of the favorable terms available to the Issuer.

-14-



K. The Issuer has complied with all requirements of West Virginia law
relating to authorization of the construction, operation of the Project and issuance of the
Bonds, or will have so complied prior to issuance of any thereof, including, among other
things, the obtaining of the PSC Order, the time for rehearing and appeal of which have

and the written approval of the West Virginia Infrastructure and Jobs Development
’,ouncil.

L.    There are outstanding obligations of the Issuer which will rank either
on a parity with or junior or subordinate to the Bond as to liens, pledge and source of and
security for payment, which obligations are designated and have the lien positions with
respect to the Bond as follows:

Designation Lien Position

Water Development Authority - Sewer
Revenue Bonds, Series 1982B dated
August 1, 1982, issued in the original
principal amount of $795,515
(the "Series 1982 B Bonds");

:iWater Development Authority - Sewer
Revenue Bonds, Series 1994A dated

6, 1994, issued in the original
principal amount of $170,532
(the "Series 1994A Bonds");

Water Development Authority - Sewer
Revenue Bonds, Series 1996A dated

pnl 25, 1996, issued ~n the onganal
principal amount of $151,800

~ t " "( he 1996A Bonds )

Umted States Depmment of A~culture
Rural Utilities Se~ice - Sewer Revenue
Bonds, Series 1997B dated June 24, 1997,
issued in the original prinicpal amount
o , 79,000
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(the "Series 1997B Bonds")

Water Development Authority - Sewer
Revenue Bonds, Series 1997C dated
June 24, 1997, issued in the original
principal amount of $2,197,304
(the "Series 1997C Bonds");

Water Development Authority - Sewer
Revenue RefundingBonds, Series 1997D
dated June 24, 1997, issued in the original
principal amount of $3,056,954.52
(the "Series 1997D Bonds");

First Lien (Parity)

First Lien (Parity)

The Series 1982B Bonds, the Series 1994A Bonds, the Series 1996A Bonds,
the Series 1997B Bonds, the Series 1997C Bonds and the Series 1997D Bonds are hereinafter
called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior Bonds with respect to the
liens, pledge and source of and security for payment and in all other respects the Issuer has

~lied with the requirements for issuance of parity bonds in the Prior Resolutions. Other
than the Prior Bonds, there are no outstanding bonds or obligations of the Issuer which are
secured by the revenues or assets of the System.

O. The Issuer has, by certification from an independent certified public
~ accountant, met the parity test of Section 7.07 of the Prior Resolutions.



ARTICLE I|

AUTHORIZATION OF EXTENSIONS, ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO SYSTEM

Section 2.01. Authorization of Extensions. Additions. Betterments and
There is hereby authorized the construction of the Project in accordance

with plans and specifications prepared by the Consulting Engineers, approved by DEP and
the Issuer and is on file in the office of the Board.

Prior to issuing the Bonds for the construction of the Project, the Issuer must
receive acceptable bids or enter into contracts for the construction of the Project, compatible
with the financing plan submitted to the DEP/WDA.
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AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BOND; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01. Authorization 9_fBond. For the purposes of financing a portion
of the costs, not otherwise provided, of the construction of the Project, funding a reserve
account for the Bond, and paying certain costs of issuance and related costs, or any of such
purposes as shall be specified in the Supplemental Resolution, there shall be issued
negotiable bonds of the Issuer in an aggregate principal amount of not more than $1,300,000
for the Series 1998A Bond. Said Bonds shall be issued as one bond to be designated "Shady
Spring Public Service District Sewer System Revenue Bond, Series 1998A." Original Bonds
shall be dated as of the date of delivery thereof, shall bear such interest, shall mature at such
times, not exceeding twenty-one (21) years after the date of completion, and in such amount
as shall be set out in Schedule X to the Loan Agreement and the Supplemental Resolution.
The Original Bonds shall not bear interest during the construction period but interest shall
commence accruing on the completion date as defined in the SRF Regulations, provided that

’ the annual repayment of principal and payment of interest shall begin not later than one (1)
year after the completion date. The repayment of principal and interest on the Bonds shall
be as set forth on Schedule Y to the Loan Agreement. The Bonds shall contain such other

~..terms, provisions, conditions and limitations, all as provided by this Resolution and the Loan
Agreement and as the Governing Board of the Issuer shall prescribe by resolution (or by
supplemental or amendatory Resolution of said Governing Board as said Governing Board

shall determine) adopted in connection with the sale of such Bonds.

The Bonds shall be payable as to principal at the principal office of the Paying
Agent in any coin or currency which, on the dates of payment of principal is legal tender for

payment of public or private debts under the laws of the United States of America.
Interest on the Bonds shall be paid by check or draft mailed to the registered owner thereof
at the address as it appears on the books of the Bond Registrar, provided, that so long as the
Authority is the owner thereof, interest on the Bonds may be paid by wire transfer or other
methods satisfactory to the Issuer, the Paying Agent and the Authority.

Unless otherwise provided by the Supplemental Resolution, the Bond shall be
issued in the form of a single bond, fully registered to the Authority, with a record of
advances and a payment record attached, representing the aggregate principal amount, and
shall mature in principal installments, all as provided in the Loan Agreement and said
Supplemental Resolution. Bonds shall be exchangeable at the option and expense of the
Bondholder for other fully registered Bond in aggregate principal amount equal to the

-18-



amount of said Bonds then Outstanding, with principal installments or maturities, as
applicable, corresponding to the dates of payment of principal installments of said Bonds;

¯ o~ovided, that the Authority shall not be obligated to pay any expenses of such exchange.

Subsequent series of bonds may be issued in fully registered form, in the
denomination of $5,000 or any integral multiple thereof, all as determined by a Supplemental
Resolution. Said Bonds shall be dated as of the date specified in said Supplemental
Resolution and shall bear interest from such date.

Section 3,02. [Reserved]

Section 3.03. Additional Terms 9._fBond. In addition to the terms set forth in
lection 3.01 hereof and in anticipation of the sale of the Bonds to the Authority, the District

!i~i covenants that the Bonds shall comply in all respects with the provisions of the Loan
Agreement and of any resolution of the Authority and/or DEP.

Section 3,04. Execution 9__fBond. The Bonds shall be executed in the name
of the Issuer by the Chairman, and the seal of the Issuer shall be affixed thereto or imprinted
thereon and attested by the Secretary-Treasurer. In case any one or more of the officers who
shall have signed or sealed any of the Bonds shall cease to be such officer of the Issuer
before the Bonds so signed and sealed have been actually sold and delivered, such Bonds
may nevertheless be sold and delivered as herein provided and may be issued as if the person

signed or sealed such Series 1998A Bond has not ceased to hold such office. Any Bond
imay be signed and sealed on behalf of the Issuer by such person as at the actual time of the
¯ execution of such Bond shall hold the proper office in the Issuer, although at the date of such
:Bond such person may not have held such office or may not have been so authorized.

Section 3.05. Authentication and ]?xc, gi~fi.~. No 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 forms set forth in Section 3.10, shall have been manually executed by the Bond 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 on any Bond shall be
~ deemed to have been executed by the Bond Registrar if manually signed by an authorized

officer of the Bond Registrar, but it shall not be ~cessary that the same officer sign the
Certificate of Authentication and Registration on all of the Bonds issued hereunder.

-19-



Section 3,06. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Bonds shall be and have all of the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
State, and each successive Holder in accepting any of said Bonds shall be conclusively
deemed to have agreed that such 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 Bond shall
be incontestable in the hands of a bona fldg holder for value.

So long as any of the Bonds remain Outstanding, the Issuer, through the Bond
Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

The Bond shall be transferable only upon the books of the Bond Registrar, by
the Registered Owner thereof in person or by his attorney duly authorized in writing, upon
surrender thereto together with a written instrument of transfer satisfactory to the Bond
Registrar duly executed by the Registered Owner or his duly authorized attorney.

- In all cases in which the privilege of exchanging the Bonds or transferring the
..... i]-6nds is exercised, the Bonds shall be delivered in accordance with the provisions of this

~ii~:i.~.Resolution. All Bonds surrendered in any such exchanges or transfers shall forthwith be~ii~;~:; canceled by the Bond Registrar. For every such exchange or transfer of Bond, the Bond
i~. Registrar may make a charge sufficient to reimburse it for any tax, fee or other governmental

’ .
~:~.~: ~~::".~ charge reqmred to be pa~d with respect to such exchange or transfer and the cost of                                                                            preparing

(i::each new Bond upon each exchange or transfer, and any other expenses of the Bond
incurred in connection therewith, which sum or sums shall be paid by the Issuer.-

’The Bond Registrar shall not be obligated to make any such exchange or transfer of the
during the period commencing on the fifteenth day of the month preceding an interest

date on the Bonds or, in the case of any proposed redemption of Bonds, next
:i- preceding the date of the selection of the Bonds to be redeemed, and ending on such interest
: payment date or redemption date.

Section 3.07. Bonds Mutilated, Destroyed, Stolen or Lost. In case any Bond
shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue,
and the Bond Registrar shall, if so advised by the Issuer, authenticate and deliver, a new
Bond of the same series and of like tenor as the Bonds so mutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated Bond, upon surrender and cancellation of
such mutilated Bond, or in lieu of and substitution for the Bond destroyed, stolen or lost, and

~on the Holder’s furnishing proof of its ownership thereof and satisfactory indenmity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
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and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
surrendered shall be canceled by the Bond Registrar and held for the account of the Issuer.
If any such Bond 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 Bond
be lost, stolen or destroyed, without surrender thereof.

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

Section 3,08. Bonds not to be Indebtedness 9._fthe Issuer. The Bonds shall not,
in any event, be or constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein provided and amounts, if any,
in the Reserve Account. No Holder or Owners of any of the Bonds shall ever have the right
to compel the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the

~’i~iterest~-thereon. ~ ....

Section 3.09. Boned Secured h.~ ~_o_fNet Revenues. The payment of the
debt service on all the Bonds shall be secured forthwith equally and ratably with each other
by a first lien on the Net Revenues derived from the System on a parity with the lien on such
Net Revenues in favor of the Holders of the Prior Bonds. Such Net Revenues in an amount
sufficient to a the nnc~ al of and ~nterest on and other navments for the Prior Bonds andP Y P P ~"., ¯
the Bonds and to make the                             payments into the Sinking Funds, the Reserve Account therein
and in the Renewal and Replacement Fund hereinatter continued or established and to make

. ....
the payments requested by th~s Resolution, the Prior Resolutions, and are hereby m’evocably
pledged to the payment of the principal of and any interest on the Bonds as the same become

Section 3.10. Form of Series 1998A Bond. The text of the Series 1998A
Bond shall be in substantially the following form, with such omissions, insertions and
variations as may be necessary and desirable and authorized or permitted hereby, or by any
Supplemental Resolution adopted prior to the issuance thereof.
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REVENUE BOND, SERIES 1998A

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a 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 special funds provided therefor, as hereinafter set forth, to the West
Virginia Water Development Authority (the "Authority") or registered assigns the sum of

100 or such lesser amount as shall have been advanced to the Issuer hereunder and
not previously repaid, as set forth in the "Record of Advances" attached as Exhibit A hereto
md incorporated herein by reference, in installments on the 1 st day of June, the 1 st day of

.~ September, the 1 st day of December and the 1 st day of March in each year beginning June
2000, as set forth on the "Schedule of Annual Debt Service" attached as Exhibit B hereto

incorporated herein by reference, with interest on each installment at the rate of zero
(0%) per annum as set forth on said Exhibit B. The SRF Administrative Fee of 1%

shall also be payable quarterly on the 1 st day of June, the 1 st day of September, the 1 st day
.of December and the 1st day of March of each year beginning June 1, 2000 as set forth on
Exhibit B attached hereto.

Principal installments of this Bond are payable in any coin or currency which,
the respective dates of payment of principal, is legal tender for the payment of public and

private debts under the laws of the United States of America, at the office of the West
Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
Division of Environmental Protection, a division of the West Virginia Bureau of
Environment (the "DEP"), and upon the terms and conditions prescribed by, and otherwise
m compliance with, the Loan Agreement dated October 9, 1998 among the Authority, the
DEP and the Issuer.
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This Bond is issued in the aggregate principal amount of $1,202,100 (i) to pay
the costs of construction of certain improvements and extensions to the existing sewerage
system of the Issuer (the "Project"; (ii) to fund the Reserve Account; and (iii) to pay certain
costs of issuance hereof and related costs. This Bond is issued under the authority of and in
full compliance with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 16, Article 13A of the Code of West Virginia, 1931, as amended (the
"Act"), a Resolution duly adopted by the Issuer on the 6th day of November, 1998, and a
Supplemental Resolution adopted by the Issuer on the 6th day of November, 1998
(collectively called the "Resolution"), and is subject to all the terms and conditions thereof.
The Resolution provides for the issuance of additional bonds under certain conditions, and
such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN
THE RESOLUTION.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Resolution) to be derived from the operation of the System on a parity with

~.(i:i, the pledge of Net Revenues in favor of the holders of the Prior Bonds and moneys in the
Reserve Account created under the Resolution and unexpended proceeds of the Bond (the
"Bond Proceeds"). 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 which 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 or statutory provisions

~:i:: i or limitations, nor shall the Issuer be obligated to pay the same or the interest thereon except
from said special fund provided from the Net Revenues, the moneys in the Reserve Account
and unexpended Bond Proceeds. Pursuant to the Resolution, the Issuer has covenanted and

~5 ~ 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 to provide for the

i! /!i:reasonable expenses of operation, repair and maintenance of the System, and to leave a

~!ii, utstandln

balance each year equal to at least 115% of the amount required to pay the maximum amount
!:i!i due in any ensuing fiscal year of principal of and interest, if any, on all obligations on a

~ ~i:~i    ¯ .....
~i!~::~. parity w~th or prior to the Bonds ~ncludlng the Prior Bonds payable from such revenues,
~ii! PXg..v_j.4~ however, that so long as there exists in the ~eserve Account an amount equal to the

~iii maximum amount of principal and interest which will become due on said Bond in the then
year or any succeeding year and the reserve account for any other obligations

~g on a parity with the Bond including the Prior Bonds, is funded at an amount at
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least equal to the requirement therefor, such percentage may be reduced to 110%. The Issuer
has entered into certain further covenants with the registered owners of the Bonds for the
terms of which reference is made to the Resolution. Remedies provided the registered
owners of the Bonds are exclusively as provided in the Resolution, to which reference is here
made for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Resolution, only upon the books of the Bank One, National
Association, as registrar (the "Registrar") by the Registered Owner, or by its attorney duly
authorized in writing, upon the surrender of this Bond together with a written instrument of
transfer satisfactory to the Registrar duly executed by the Registered Owner or its attorney
duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond under the
provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, atler reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law, shall be
applied solely to the payment of the costs of the Project described in the Resolution, and
there shall be and hereby is created and granted a lien upon such moneys, until so applied,
in favor of the owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and in the
issuance of this Bond have existed, have happened, and have been performed in due time,
form and manner as required by law, and that the amount of this Bond, together with all other

of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the 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, resolutions and 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.
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IN WITNESS WHEREOF, SHADY SPRING 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-Treasurer, and has caused this Bond to be dated
November 6, 1998.

[SEAL]

Chairman
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1998A Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

Date: November 6, 1998.

., as Registrar

By
Its Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

DATE AMOUNT DATE

1)$
i(2) $
;(3)$
(4)$
(5) $
(6) $

(7) $
(8) $
(9) $

(10) $
(11)$
(12)$

TOTAL $
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EXHIBIT

Shady Spring PSD, Vv~/
5~" Z~x~ No. C-~44202

,~/.202,/r~O." 20 ~e~r$; O~ I~tere~t; 1~ ~min~t~’~ ~ee

DEBT S~CE SCHEDUL~

PmQ~I

~ 5,025.2s
~ S,028.25
1 S,(:~.25
15,02~.2S
I 5.~.~
IS,~
I 8.0~.~
I 5,~.~



Shady Spring PSD, WV
SRF Loan 1~o. C-.~44202

$I, 202. I00. 20 Years; O~ Interest: 19~ Admimstra~ve Fee

DEBT SERVICE SCHEDULE

6~01/2010
9~IQ010

12/91/2010
3~1/2011
~1~11
~1~11

1~1

~1~12

~I~13
~I~13
~1 ~13

1~1~t3

~1~14
~1~14
I~I~14
~1~15
~1~15
~1~15

1~1~18

8~131/2917
~;]It2Q17

12~1/2017
3/01/2018
6~0~/’2018
g~O~QO~8

12~1~2018
~1~9

~1~19
12/91/2019
3~1Q020

1S,02~.2S
15,028~S
15,02~.2S
s 5.026~5
15,026.25

lS.~.~
15,~
lS,~.~
15.~
15,~

15.~.~
15.~
15,~.~
15,~

15,~

S 5,~.~
15.~.~

t 5.~.~

02~.2~
15,o2e.25
1 $,028.2S
15.02S.25

~5.028.2S
~5,026.25
15,Q26.2~
~5.02e.2S
15,026.25
15.0~.~5
15,026.25

_ 1 S, _n~____~_
15,026.2S
15,028~5
1S,~.~
1S,~
15,~.~
t5,~
15,~.~
15,~.~
15,~.~
15,~.~
15,~.~
15,~

Total 1,207.,100.00 ¯
1,202,t0~.0~
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Shady Spring PSD, WV
SRF Loan No. C-$44202

202,/00; 20 Yeor~; O~ lntereat; !’~ Admlnl~trat~ Fee

DEBT SERVICE SCHEDULE

YIELD STATISTICS

Bond Yelr 0ol~’~ .......................... ...: ...................................................................... $13,830.83
Awm~ LI~- ............................................................................................................ 11.508 Years
A~mg~ C~p~n .............................................. ~ .............................................

N~t ~ C==t (N~C) .................................... :o.. ...............................................
True In~mst COSt (’rlc).. ............................ :. ........................................... -8.73E-tO

Ne~ ~mr~t C<~L ................................................................................................
~i~:; i ~ weghtm Awrage M~ ................................................................................... ~ ~ .SOS

Fil~ = SRF~H/,DFOg I 79&. ,~OL~ PUP, PO..~
9/17/1~J7~ 4: I $ ,PM
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Shady Spring PSD,
SP~F" Lo~n ~Vo. C-~44202

$1.202. I~: 20 Years; O~ [nt~r~xti

DEBT SER~1CE SCHEDULE

1S,¢Z8.~5
IS,0"~.25
1S,02~.2S

I

! s.O2~2S

~5.o2~25
t 5,02~5

15.o2e.2s
~ ~.028~S
15.02~S
1S.02~,25

15,02~.2S

I 5,02S.2S
.~ S, .0~
IS,02~.2S



Shady Spring PSD, WV
3RF Loa~ No. C.344202

$1,202,100:20 Years: O~ Interest/1~ Admimsrra~e Fee

.~_ DEBT SERVICE S,, CHEDULE
-:. ~"’::’-~ ~"~;:~:,-.’.~:::~ ’ . :li ...-.., ~:-":’~;:~ ...... ’ ~ ’ " ..... " ~’":"’~"~’~?’/’ I: *~ ’" " ......

9/01/2012
t2/01/2012
3R1Q013
6K)1/2013
g~Ol/2013

12/01/2013
3/01/2014
6/01/2014
9/01/2014

12/I;)I/2014
3/01/2015
6K]1/201§
g~01/201§

~2K~rzo~S

15,02~5
15.02~S
!.S.O2~.2S
15,~.~
15,~.~
1S,~.~
1S,~.~

15,026.25
t5,02S.2S
15,026.25
15,02S.2S
t5~026.25

15.02625
15,026.25

15,026~5
15.028~S
15,026.25
15.02~25
15,026.25

15°O2625

15,026.25
15,02~25
15,026.25
15,02~25
15, 026.25
15,026.25
15,026.25
15,026.25
15,026.25
15,02~S
15,02~.25
~ 5,026.25
15 ,O26.25
15,02~.25
15,028.25
15,02S~5
tS,O2S.25
~ 5,02S~S
15,02B.25
t 5.02~5
15~02~5

15,02~.25
15,026.25
~S,O2S.25
15,1226.25
15,026.25
15,026.25

~e2



Shady Spring PSD, Y, rY’
SRF Lo~ No. C-:~I,1202

$~,202,/00; 20 ~eors; O~ Interest/ /~Adml~i~o~ F~e

OF.BT SERVlCE SCHEDULE

YIELD 8TAI~S~CS

~ Ymr ~ ......................... :..._ ................................................................ $13,a3~.83
Av~r~e I~e ......................................................................................................... 11.50S y~rs
Average C~l:X~ ........................................... ~-= .............................................

N~t InWe~ C~d (N,C) ................................ :..: ...............................................
Tree ~ Cost (1~C). ......................... :. ............................................ ~.~JS-10

~! ~ Co~ (~Jc). .................................................................... 0.87407el ~

IRS FORM 8038
Nd |n~ ~ ...............................................................................................
We~ Average ~ .................................................................................. ~ 1.5~

P~g~ 3



Form of Assignment

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

the within Bond and does hereby irrevocably constitute and appoint
., Attorney to transfer said Bond on the books

kept for registration thereof with full power of substitution in the premises.

Dated: ,

ii~ In the presence of:

-29-



Section 3.11. Sale 9_..f Original Bonds; Ratification and Execution 9_f Loan
Agreement with Authority and DEP. The Bonds shall be sold to the Authority pursuant to
the terms and conditions of the Loan Agreement.. If not so authorized by previous resolution,
the Chairman is specifically authorized and directed to execute the Loan Agreement and the
Secretary-Treasurer is directed to affix the seal of the Issuer thereto, attest the same and
deliver the Loan Agreement to the Authority, and any such prior execution and delivery of
the Loan Agreement is hereby authorized, ratified and approved.

Section 3.12. Certificate of Consulting En~neers. Prior to the issuance of the
Bonds, the Issuer must obtain the certificate of the Consulting Engineers, in the form
attached to the SRF Loan Agreement, to the effect that the Project has been designed as
provided in the Program application and will be constructed in accordance with the approved
plans, specifications and design as submitted to the DEP and the Authority, as the case may
be, that the Project will be adequate for the purposes for which it was designed, and the
funding plan as submitted to the DEP and the Authority is sufficient to pay the costs of the
construction of the Project.

Section 3.13. Amended Schedule A Filing. Within 60 days following the
Completion Date, the Issuer will file with the Authority its schedule, in substantially the
form of"Amended Schedule A" to the Loan Agreement, setting forth the actual costs of the
Project and sources of funds used therefor.

ARTICLE IV

[RESERVED]

ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment of Funds and Accounts with Depository_ Bank.
The following special funds or accounts are created with and shall be held by the Depository
Bank separate and apart from all other funds or accounts of the Depository Bank and from
each other (or continue pursuant to Prior Resolutiot~s):

(1) Revenue Fund;
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(2) Renewal and Replacement Fund;

(3) Bond Construction Trust Fund.

S~,~Z~.QIL.5_~. Establishment 9_I’Funds and Accounts with Commission. The
following special funds or accounts are hereby established with the Commission:

(1) Series 1998A Bond Sinking Funds;

(a) Within the Series 1998A Bond Sinking Funds, the Series
1998A Bond Reserve Account.

Section 5.03. System Revenue~; Flow 9_t" 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 Section 5.03 of the Prior Resolutions and which is
continued hereby. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Resolution and shall be kept separate and distinct from all other funds of the Issuer
and the Depository Bank and used only for the purposes and in the manner therein and herein
provided. As long as the Prior Bonds are Outstanding, the Issuer shall make the payments
required by Section 5.03A of the Prior Resolutions and simultaneously make the payments
set forth hereinafter.

(1) From the Revenue Fund, the Issuer shall first each month pay the
current Operating Expenses of the System.

(2) Next from the moneys in the Revenue Fund, the Issuer shall on the
fifteenth day of each month commencing on the fifteenth day of the month following the
month of delivery of the Series 1998A Bonds, make the payments required by Section
5.03A(2) of the Prior Resolutions and (a) commencing on the first day of each month

with the payments required by this Section, 4 months prior to the first date
of interest on the Series 1998A Bond, apportion and set apart out of the Revenue

F.und and remit to the Commission for deposit in the Series 1998A Bond Sinking Ftmd, a
sum equal to 1/3rd of the amount of interest which will mature and become due on said
Series 1998A Bond on the next ensuing quarterly payment date; provided that, in the event
the period to elapse between the date of such initial deposit in the Series 1998A Bond
Sinking Fund and the next quarterly payment date i~ less than 4 months, then such monthly
payments shall be increased proportionately to provide, one month prior to the next quarterly
payment date.
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(3) Next from the moneys in the Revenue Fund, the Issuer shall (a)
commencing on the first day of each month, commencing 4 months prior to the first date of
payment of principal on the Series 1998A Bond, apportion and set apart out of the Revenue
Fund and remit to the Commission for deposit in the Series 1998A Bond Sinking Fund, a

equal to 1/3rd of the amount of principal which will mature and become due on said
:Series 1998A Bond on the next ensuing quarterly principal payment date; provided that, in

event the period to elapse between the date of such initial deposit in the Series 1998A
Sinking Fund and the next quarterly principal payment date is less than 4 months, then

~~!i:i, i i such monthly payments shall be increased proportionately to provide, one month prior to the
...... h~:!i-i~iiii~next quarterly pnnclpal payment date, the reqmred amount ofpnnclpal coming due on suc

~:iiii~::i:,:i. The Issuer shall complete the "Monthly Payment Form," the form of which is
~ii:~,!iii.i attached~~ to the Loan Agreement as Exhibit F, and submit a copy of said form along with a

eopy of its remittance checks to the Authority by the 6th day of such calendar month.

~!i~i~:~i~: i,’ (4) The Issuer shall next transfer from the Revenue Fund and make the
required by Sections 5.03 A(4) of the Prior Resolution and simultaneously therewith

.(a) commencing on the first day of each month, 4 months prior to the first date of payment
of principal of the Series 1998A Bond, if not fully funded upon issuance of the Series 1998A

apportion and set apart out of the Revenue Fund and remit to the Commission for
in the Series 1998A Reserve Account, an amount equal to 1/120 of the Series 1998A

:Reserve Requirement; provided, that no further payments shall be made into the Series
Reserve Account when there shall have been deposited therein, and as long as there

remain on deposit therein, an amount equal to the Series 1998A Reserve Requirement;
shall be made unless fully funded.

(5) The Issuer shall next, from the moneys remaining in the Revenue Fund,
on the first day of each month, simultaneously with the payments listed above, transfer to the
Renewal and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,

of any payments for account of any Reserve Account (such amount to be inclusive
Section 5.03A(5) of the Prior Resolutions, not in addition to). 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 VIII hereof.
Withdrawals and disbursements may be made from the Renewal and Replacement Fund for

~lacements, emergency repairs, improvements or~extensions to the System; provided, that
any deficiencies in the Series 1998A Bond Reserve Account, [except to the extent such
deficiency exists because the required payments into such account have not, as of the date
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of determination of a deficiency, funded such account to the maximum extent required
hereof] shall be promptly eliminated with moneys from the Renewal and Replacement Fund.

Moneys in the Series 1998A Bond Sinking Fund shall be used only for the
purposes of paying principal of and interest on the Series 1998A Bond as the same shall
become due. Moneys in the Series 1998A Bond Reserve Account in the Sinking Fund shall
ibe used only for the purpose of paying principal of or interest on the Series 1998A Bond as

same shall come due, when other moneys in the Sinking Funds are insufficient therefor,
md for no other purpose. Except for the funds required to be deposited in the Rebate Fund,

: all investment earnings on moneys in the Reserve Account shall be transferred, not less than
once each year, to the Bond Construction Trust Fund prior to completion of the Projects and
thereafter, to the Sinking Fund.

¯                Any withdrawals from the Reserve Account which result in a reduction
:in the balance of the Reserve Account to an amount below the Reserve Requirement shall
be subsequently restored from the first Net Revenues available after all required payments
to the Sinking Funds for payment of debt service on the Bond have been made in full.

:¯i: B,    As and when additional Bonds ranking on a parity with the Original
¯ are issued, provision shall be made for additional payments into the Sinking Funds

to pay any interest on such additional Bonds and accomplish retirement thereof at
imaturity and to accumulate a balance in the Reserve Account in an amount equal to the
: Reserve Requirements.

The Commission is hereby designated as the fiscal agent for the administration
~:of the Sinking Funds created hereunder, and all amounts required for said Sinking Funds ¯
shall be remitted to the Commission from the Revenue Fund by the Issuer at the times
provided herein.

The payments into the Sinking Funds shall be made on the first day of each
except that when the first day of any month shall be a Sunday or legal holiday then

ii¯ such payments shall be made on the next succeeding business day, and all such payments
shall be remitted to the Commission with appropriate instructions as to the custody, use and

i¯~i~i application thereof consistent with the provisions of this Resolution. If required by the
at anytime, the Issuer shall make the necessary arrangements whereby required

payments into said accounts shall be automatically debited from the Revenue Fund and
transferred to the Commission o~the dates required hereunder.
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Moneys in the Reserve Account shall be invested and reinvested by the
Commission in accordance with Article VIII hereof.

The Sinking Fund, including the Reserve Account therein, shall be used solely
and only for, and is hereby pledged for, the purpose of servicing the Bonds and any
additional Bonds ranking on a parity with them that may be issued and Outstanding under
the conditions and restrictions hereinafter set forth.

C.    Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinabove provided, are current and
there remains in said Revenue Fund a balance in excess of the estimated amounts required

to be so transferred and paid into the Sinking Funds, including the Reserve Account therein,
the Renewal and Replacement Fund during the following month or such longer period

as shall be required by the Act, such excess shall be considered as surplus revenues (the
Revenue"). Surplus Revenues may be used for any lawful purpose of the Issuer.

"           D. The Issuer shall remit from the Revenue Fund to the Commission or the

Depository Bank, on such dates as the Commission or the Depository Bank, as the case may
shall require, such additional sums as shall be necessary to pay any Depository Bank’s

then due. The Issuer shall also remit from the Revenue Fund to the Authority, on
dates as the Authority and the DEP shall require, the Issuer’s allocable share of

administrative expenses of the Authority relating to the Program, if any.

E.    The moneys in excess of the maximum amounts insured by FDIC in the
Fund and the Renewal and Replacement Fund shall at all times be secured, to the

extent thereof in excess of such insured sum, by Qualified Investments as shall be
as security for deposits of state and municipal funds under the laws of the State.

F.    If on any monthly payment date the revenues are insufficient to place
required amount in any of the funds and accounts as hereinabove provided, the deficiency

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.

¯ ~!~ ~:            G. All remittances made by the Issuer to the Commission shall clearly
- :~i~:!:~:?~ identify the fund or account into which each amot~at is to be deposited.

H. The Gross Revenues of the System shall only be used for purposes of
the System.
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I. The Issuer shall each month, on the day set forth in Section 5.03A(2)

~
hereof(if such day is not a business day, then the next succeeding business day), deposit with
the Commission the SRF Administrative Fee as set forth in the Schedule Y attached to the
Loan Agreement.

Section 5.04. Excess Bond Proceeds. The Issuer shall place any proceeds from
Bonds not required for the Project Costs in the respective Reserve Account to the extent
the balances therein are not equal to the respective Reserve Requirements.

ARTICLE VI

APPLICATION OF ORIGINAL BOND PROCEEDS, FUNDS AND ACCOUNTS

Section 6.01. Application of Original Bond Proceeds. The moneys derived
from the sale of the Original Bonds shall be deposited by the Issuer as received from time

time in the Bond Construction Trust Fund established in Section 5.01 (3) hereof.

The Depository Bank shall act as a trustee and fiduciary for the Bondholders
respect to the Bond Construction Trust Fund and shall comply with all requirements

~with respect to the disposition of the Bond Construction Trust Fund set forth in this
Resolution. Except with respect to any transfers to the Rebate Fund, moneys in the Bond

Trust Fund shall be used solely to pay Costs of the Projects and until so
d or expended, are hereby pledged as additional security for the Bonds.

for

Section 6.02. Disbursements From the Bond Construction T~st Fund. On or
the Closing Date, the Issuer shall have delivered to the Authority and DEP a report
the specific purposes for which the proceeds of the Bonds will be expended and the

disbursement procedures for such proceeds, including an estimated monthly draw schedule.
Costs of the Projects shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Bond
Construction Trust Fund shall be made only after submission to, and approval from, the
Authority and the DEP of the following:

(1) A "Payment Requisition Form," attached to the Loan Agreement as
Exhibit C, and                          ~

(2)
stating:

A certificate, signed by the Chairman and the Consulting Engineers,
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(A) That none of the items for which the payment is proposed to be
made has formed the basis for any disbursements theretofore made;

(B) That each item for which the payment is proposed to be made is
or was necessary in connection with the Projects and constitutes a Cost of the
Projects;

and
(c) That each of such costs has been otherwise properly incurred;

(D) That payment for each of the items proposed is then due and
owing.

In case any contract provides for the retention of a portion of the contract price,
the Issuer shall disburse from the Bond Construction Trust Fund only the net amount
remaining after deduction of any such portion. All payments made from the Bond
Construction Trust Fund shall be presumed by the Depository Bank to be made for the
purposes set forth in said certificate, and the Depository Bank shall not be required to

the application of disbursements from the Bond Construction Trust Fund, The
Consulting Engineers shall from time to time file with the Depository Bank written
statements advising the Depository Bank of its then authorized representative.

~:~ii~ ~; Pending such application, moneys in the Bond Construction Trust Fund,
~!;iii::.~.,~ including any accounts therein, shall be invested and reinvested in Qualified Investments at
~)~i!!~!!~i~ the written direction of the Issuer.

~i!i!!!!:’ >!: ARTICLE VII

~:.~::,~: ~DITION~ COrNeTS OF THE ISS~R

~:~: S~ction 7,01. General Coven~ts ~ ~. All ~e coven~ts, a~eements
~: ~d provisions set foah in this Resolution shall be ~d constitute valid and legally binding

of the Issuer ~d shall be enforceable in ~y coua of competent j~sdiction by ~y
o~er or owners of the Bond as if they were set foah in ~11 in this Resolution. In addition
to the other covenants, ageements ~d provisions of this Resolution, the Issuer hereby
eoven~ ~d a~ees wi~ ~e o~ers of~e Bond ~ hereina~er provided in this ~icle ~I.
All such covenants, ageements ~d provisions shall be i~evocable, except as provided

as long as ~y of said Bonds, or the interest thereon, is Outstanding ~d unpaid.
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Section 7,02. Bond not to be Indebtedness of the Issuer. The Bond shall not
be nor 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 funds
pledged for such payment by this Resolution. No Holder or Owners of any Bond shall ever
have the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
Bond or the interest thereon.

Section 7.03. Bonds Secure~t b_~ ~ of Net Revenues. The payment of the
debt service of the Original Bonds issued hereunder shall be secured forthwith equally and

y by a first lien on the Net Revenues derived from the operation of the System on a
with the lien on such Net Revenues in favor of the Prior Bonds. The Revenues derived

from the System, in an amount sufficient to pay the principal of the Bonds herein authorized
and to make the payments into the Sinking Funds, including the Reserve Account therein,
and all other payments provided for in the Prior Resolutions and this Resolution are hereby
irrevocably pledged, in the manner provided herein, to the payment of the principal of and

on the Bonds as the same become due, and for the other purposes provided in this
Resolution.

Section 7,04. Rates. Prior to issuance of the Original Bond, equitable rates or
for the use of and service rendered by the System will be established all in the

manner and form required by law, and copies of such rates and charges so established will
be continuously on file with the Secretary, which copies will be open to inspection by all
interested parties. The schedule of rates and charges shall at all times be adequate to produce
~ Gross Revenues from said System sufficient to pay Operating Expenses and to make the
prescribed payments into the funds created hereunder. Such schedule of rates and charges

[~;~!. :?. shall be changed and readjusted whenever necessary so that the aggregate of the rates and
will be sufficient for such purposes. The Issuer shall take the necessary actions with

respect to the imposition of rates at such times and with such provisions with respect to
interest rate and maturity of the Bond to finance the issuance of the Bond as the purchaser

i thereof shall require. 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 (i) to provide for all reasonable expenses of
operation, repair and maintenance of the System and (ii) to leave a balance each Fiscal Year
equal to at least 115% of the maximum amount required in any succeeding Fiscal Year for
payment of principal of and interest on the Boned; provided that, in the event that an amount
at least equal to or in excess of the Reserve Requirement is on deposit in the Reserve
Account and is funded at least at the requirement provided for in the Resolution, such
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balance each Fiscal Year need only equal at least 110% of the maximum amount required
in any succeeding Fiscal Year for payment of principal of and interest on the Original Bond.

The Issuer hereby adopts the rates and charges set forth in the PSC Order and
attached hereto as Exhibit C and incorporated herein by reference.

Section 7.05. Completion, Operation and Maintenance; Schedule 9_fCost. The
Issuer will expeditiously complete the Projects and will maintain the System in good
condition and will operate the same as a revenue-producing enterprise in an efficient and
economical manner, making such expenditures for equipment and for renewal, repair and
replacement as may be proper for the economical operation and maintenance thereof from
the revenues of said System in the manner provided in this Resolution.

Upon completion of the Projects, the Issuer shall file with the Authority a
schedule in substantially the form of Amended Schedule A to the Program loan application,
setting forth the actual costs of the Projects and sources of funds therefor.

Section 7,06. Sale 9_fthe System. Except as otherwise required by law and the
~terms of the Prior Resolutions, 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 or redeem at or prior to maturity all the Bonds and
Bonds Outstanding, or to effectively defease this Resolution in accordance with Sections
10.01 hereof. The proceeds from any such sale, mortgage, lease or other disposition of the

System shall be immediately remitted to the Commission for deposit in the appropriate
Sinking Funds, and the Issuer shall direct the Commission to apply such proceeds to the

~’:~i:payment of principal at maturity of and interest on the Bonds about to mature and to the
redemption prior to maturity at the earliest date permitted hereby and at the redemption price,
of all other Outstanding Bonds. Any balance remaining after the redemption or payment of
all the 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

System.

The foregoing provision notwithstanding, the Issuer shall have and hereby

~:~::~i reserves the fight 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 $10,000, the Issuer shall, by resolution, determine that
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such property comprising a part of the System is no longer necessary, useful or profitable in
the operation thereof and may then provide for the sale of such property. The proceeds of
any such sale shall be deposited in the Renewal and Replacement. Fund. If the amount to be
received from such sale, lease Or other disposition of said property, together with all other
anaounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall

~:first, in writing, 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 $10,000 and not in excess of $50,000, shall, upon receipt of
approval of the Registered Owners, if needed, be remitted by the Issuer to the Commission
for deposit in the appropriate Sinking Funds and shall be applied only to the purchase or

~i.":~ redemption of Bonds of the last maturities then Outstanding at prices not greater than the
applicable redemption price, or, if not redeemable, par, or otherwise in the Renewal and

~lacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
and Replacement Fund shall not reduce the amounts required to be paid into said funds by

provisions of this Resolution.

No sale, lease or other disposition of the properties of the System shall be made
by the Issuer if the proceeds to be derived therefrom, together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such

shall be in excess of $50,000 and insufficient to pay or redeem prior to maturity
then Outstanding without the prior approval and consent in writing of the Owners,

or their duly authorized representatives, of sixty-six and two-thirds percent (66 2/3%) in
amount of the Bonds then Outstanding. The Issuer shall prepare the form of such approval
and consent for execution by the then Registered Owners of the Bonds for the disposition of

proceeds of the sale, lease or other disposition of such properties of the System.

Section 7.07. Issuance _of Other Obligations Payable Out _of Revenues and
~ Covenant Against ~. So long as any of the 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 Bonds; provided, however, that Parity Bonds may be issued as

for in Section 7.08 hereof. All oblig~ations hereatter issued by the Issuer payable
from the revenues of the System, except such Parity Bonds, shall contain an express
statement that such obligations are junior and prior, as to lien on and source of and security

payment from such revenues and in all other respects, to the Bonds; provided, that no
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such prior obligations shall be issued unless all payments required to be made into the
Reserve Account and the Renewal and Replacement Fund at the time of the issuance of such
prior 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 respective liens of the Bonds, and the interest thereon,

~on any of the income and revenues of the System pledged for payment of the Bond and
the interest thereon in this Resolution, or upon the System or any part thereof.

The Issuer shall give the Authority and the DEP prior written notice of its
:.~ issuance of any other obligations to be issued for the System, payable from the revenues of

System or from any grants for the Projects, or any other obligations related to the Projects
or the System.

Section 7.08. Paris Bonds. A. No Parity Bonds payable out of the Net
Revenues of the System may be issued without the prior written consent of the Authority and

No Parity Bonds payable out of the revenues of the System shall be issued after the
of any Bonds pursuant to this Resolution, except under the conditions and in the

herein provided.

No Parity Bonds shall be issued except for the purpose of financing the costs
acquisition or construction of extensions, additions, betterments or improvements to

System or refunding the entirety of one or more issues or series of bonds or both such
)oses.

No Parity Bonds shall be issued at any time, however, unless and until there
been procured and filed with the Secretary a written statement by Independent

based upon the necessary investigation and certification by the Consulting
reciting the conclusion that the net revenues actually derived, subject to the

ustments hereinafter provided, from the System during any twelve (12) consecutive
within the eighteen (18) months immediately preceding the date of the actual
of such Parity Bonds, plus the estimated average increased annual net revenues to

received in each of the three (3) succeeding years after the completion of the
to be financed by such additional Parity Bonds, shall not be less than one

fifteen percent (115%) of the maximurq, debt service in any succeeding year on the

(1) The Bonds then Outstanding;
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(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 (3) succeeding years," as that term is used in the computation provided in the
above paragraph, shall refer only to the increased net revenues estimated to be derived from
any increase in rates enacted by the Issuer, the time for appeal of which shall have 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 Consulting Engineers, which shall be filed in the office of the
Secretary prior to the issuance of such additional Parity Bonds.

The Net Revenues actually derived from the System during the twelve (12)
consecutive month period hereinabove referred to may be adjusted by adding to such net
revenues such additional net revenues which would have been received, in the opinion of the
Consulting Engineers and the Independent Accountants as stated in a certificate jointly made

i~: and signed by the Consulting Engineers and the Independent Accountants, on account of
increased rates, rentals, fees and charges for the System enacted by the Issuer, the time for
appeal of which shall have expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written contracts for the immediate acquisition or construction of such
extensions, additions, betterments or improvements to the System which are to be financed

such Parity Bonds.

~.~.~ ~ All the covenants and other provisions of this Resolution (except as to details
such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and

of the owners of the Original Bonds and the owners of any Parity Bonds
subsequently issued from time to time within the limitations of and in compliance with this
Section. All the Bonds, regardless of the time or times of their issuance shall rank equally
with respect to their respective liens on the revenues of the System, and their respective

of and security for payment fi’om said revenues, without preference of any Bond over
any other. The Issuer shall comply fully with all the increased payments into the various
funds created in this Resolution required for and on account of such additional Bonds, in
addition to the payments required for Bonds theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject
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to the prior and superior lien 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, equally, as to lien on and source of and security for payment from such
revenues, with the Bond.

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

B.    Notwithstanding the foregoing, the Issuer may issue Parity Bonds
without compliance with any other conditions for the purpose of refunding prior to maturity
any issues or series of the Bonds, provided that the annual debt service required on account
of the refunding Bonds and the Bonds which are not refunded shall not be greater in any year
in which the Bonds not refunded and the refunding Bonds are to be Outstanding than the

debt service required in such year if the Bonds to be refunded were not so refunded.

With the written consent in advance of the Authority and DEP and anything
;.
:to the contrary in this Section 7.08 notwithstanding, Parity Bonds may be authorized and
issued by the Issuer pursuant to Supplemental Resolution solely to complete the Projects as
described in the Issuer’s Program application to the Authority and DEP in accordance with
the plans and specifications, in the event that the Original Bonds should be insufficient,
together with other funds lawfully available therefor, to pay all costs of construction of the

i~:Projects; provided, however, that, prior to the issuance of such Parity Bonds under the
i: provisions of this paragraph, the Consulting Engineers shall file with the Secretary a
i certificate to the effect that additional funds are necessary for such purpose. All such Parity

Bonds authorized and issued under the provisions of this paragraph shall be limited to the
gate principal amount required to make up any deficiency in funds fbr payment of the

construction costs to complete the Projects, and the maturities of any such Parity Bonds shall
be in years and amounts suggested by the Authority.

.Section 7.09. Insurance and Construction Bonds. The Issuer will carry such
insurance and in such amounts as is customarily carried with respect to works and properties
similar to the System, with a reputable insuranc~e carrier or carriers, against loss or damage
by fire, explosion, hurricane, earthquake, cyclone, occupancy or other hazards and risks. The
Issuer will require that each of its contractors and all subcontractors maintain, during the life

construction contract, workers’ compensation coverage, public liability insurance,
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property damage insurance and vehicle liability insurance in amounts and on terms
satisfactory to the Authority and the DEP, so long as the Authority is the Owner of the Bond.
The Issuer will itself, or will require each contractor and subcontractor to, obtain and
maintain builder’s risk insurance (fire and extended coverage) on a one hundred percent
(100%) basis (completed value form) on the insurable portion of the Projects, to protect the

~!::interests of the Issuer, the Authority, the prime contractor and all subcontractors as their
interests may appear, in accordance with the Loan Agreement, during construction of the

ects in the full insurable value thereof. In time of war, the Issuer shall also carry in said
amount such insurance as may be available against loss or damage by the risks and hazards

’war. The proceeds of all such insurance policies shall be disposed of as provided in the
)lution and otherwise shall be placed in the Renewal and Replacement Fund and used

only for the repair and restoration of the damaged or destroyed properties or for the other
ipurposes provided herein for said Renewal and Replacement Fund. The Issuer will also

liability insurance for damage or injury to persons or property in amounts adequate for
such purposes and customarily carried with respect to works and properties similar to the
System. The Issuer shall carry such other insurance as is required by the Authority and DEP
and as set forth in the Loan Agreement, including but not limited to flood insurance and
business interruption insurance, to the extent available at reasonable cost to the Issuer.

The Issuer shall require all contractors engaged in the construction of the
ects to furnish a performance bond and a payment bond, each in an amount equal to

of the contract price of the portion of the Projects covered by the particular contract
as security for the faithful performance of such contract.

-~ .~,

~! i.:i Section 7.10. ~ Engineers. The Issuer shall provide and maintain
~i’.i.eompetent and adequate resident engineering services satisfactory to the Authorityand the
~i:’ DEP~,~,~: covering the supervision and inspection of the development and construction of the
~i:: Project’~::~,,~.,~. and bearing the responsibility of assuring that construction conforms to the plans,
~ii(:specifications and designs prepared by the Consulting Engineers. Such resident engineer

shall certify to the Authority, the DEP and the Issuer, at the completion of construction, that
-~’ii’eonstruction is in accordance with the approved plans, specifications and designs, or

amendments thereto, approved by all necessary governmental bodies. The Issuer shall
require the Consulting Engineers to submit Recipient As-Built Plans, as defined in the SRF
Regulations, to it within 60 days of the completion of the Project. The Issuer shall notify the
DEP in writing of such receipt. The Issuer shall submit a Performance Certificate, the form
of which is attached as Exhibit A to the Loan A~eement and is incorporated herein by

to the DEP within 60 days of the end of the first year after the Project is
~leted.
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The Issuer shall require the Consulting Engineers to submit the final Operation
and Maintenance Manual, as defined in the SRF Regulations, to the DEP when the Project
is 90% completed. The Issuer agrees that it will, at all times, provide operation and
maintenance of the System to comply with any and all State and federal standards. The
Issuer agrees that qualified operating personnel, properly certified by the State, will be

.employed before the Project is 25% complete and agrees that it will retain such a certified
operator(s) to operate the System during the entire term of the Loan Agreement. The Issuer
shall notify the DEP in writing of the certified operator employed at the 25% completion
stage.

~::.~.~: ¯           The Issuer agrees that qualified operating personnel, properly certified by the
~::;i. :: State, will be retained to operate the System during the entire term of the Loan Agreement.

~?~::::~:~~:~’:~

Section 7. I I. Comt~liance With Loan Am’cements, Rules and R...¢malations._ _ _
~;~:~ The Issuer hereby covenants and agrees to perform and satisfy all terms and conditions of
~- the Loan Agreement and to comply with all applicable laws, rules and regulations issued by

i:~.i( .:. the Authority, the DEP or other State, federal or local bodies in regard to the acquisition and
of the Projects and operation, maintenance and use of the System:

Section 7.12. No Free Service~. The Issuer will not render or cause to be
rendered any free services of any nature by its System; and, in the event the Issuer or any

mrtment, agency, instrumentality, officer or employee of the Issuer shall avail itself or
or herself 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. Such charges shall be paid as they accrue, and the Issuer shall transfer

its general funds sufficient sums to pay such charges for service to any of its
or properties. The revenues so received shall be deemed to be revenues derived

:from the operation of the System and shall be deposited and accounted for in the same
as other revenues derived from such operation of the System.

Section 7,13. Enforcement 9_f Collections. The Issuer will diligently enforce
~ and collect all fees, rates, rentals or other charges for the services and facilities of the System
and take all steps, actions and proceedings for the enforcement and collection of such fees,

rentals or other charges that shall becom~ delinquent to the full extent permitted or
by the laws of the State of West Virginia. All such rates and charges, if not paid

when due, shall become a lien on the premises served by the System.
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Whenever any rates, rentals or charges for the services or facilities of the
System, or of the waterworks system or sewerage system constituting a part thereof, shall
remain unpaid for a period of thirty (30) days after the same shall become due and payable,
the property and the owner thereof, as well as the user of the services and facilities, shall be
delinquent until such time as all such rates and charges are fully paid. The Issuer further
covenants and agrees that it will, to the full extent permitted by law, and any rules and
regulations promulgated by the Public Service Commission of West Virginia applicable

i thereto, discontinue and shut off both the water and sewerage services and facilities of the
to all delinquent users of the services and facilities of the System, or of the

~ waterworks system or sewerage system constituting a part thereof, and will not restore either
water or sewerage services of the System until all delinquent charges for the service and

¯ " i facilities of the System, or of the waterworks system or sewerage system constituting a part
i. thereof, plus reasonable interest penalty charges for the restoration of service, have been fully
paid.

Section 7.14. No ~ Franchise. To the extent allowable by law, the
will not grant or cause, consent to or allow the granting of, any franchise or permit to

:any person, firm, corporation or body, or agency or instrumentality whatsoever for the
g of any services which would compete with services provided by the System.

Section 7.15. Books, Records and Facilities. The Issuer shall keep complete
land accurate records of the cost of construction of the Projects. The Issuer shall permit the
i/Authority and the DEP, or their agents and representatives, to inspect all books, documents,

and records relating to the Projects and the System at all reasonable times for the
purpose of audit and examination. The Issuer shall submit to the Authority and the DEP such
documents and information as they may reasonably require in connection with the

and installation of the Projects, the operation and maintenance of the System
the administration of the Loan Agreement or other sources of financing for the Projects.

The Issuer shall permit the Authority and the DEP, or their agents and
to inspect all records pertaining to the operation of the System at all

~le times following completion of construction of the Projects and commencement
operation thereof, or, if the Projects is an improvement to an existing system, at any

reasonable time following commencement of construction.

The Issuer will keep books and recor~ of the System, which shall be separate
apart from all other books, records and accounts of the Issuer, in which complete and

entries shall be made of all transactions relating to the System, and any owner of a
or Bonds issued pursuant to the Resolution shall have the right at all reasonable times
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Theaccounting system for the System shall follow currently accepted
..accounting practices in accordance with the rules and regulations of the PSC and the Act.
Separate control accounting records shall be maintained by the Issuer. Subsidiary records
as may be required shall be kept in the manner, on the forms, in the books, and along with
other bookkeeping records as prescribed by the Issuer. The Issuer shall prescribe and

institute the manner by which subsidiary records of the accounting system which may be
remote from the direct supervision of the Issuer shall be reported to such agent of

he Issuer as the Authority shall direct.

The Issuer shall file with the Consulting Engineers and the Authority and DEP,
"and shall mail in each year to any owner or owners 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 Resolution with respect to said Bonds and the
status of all said funds and accounts.

(C) The amount of any Bonds, or other obligations Outstanding and
secured by a lien on the Net Revenues of the System.

The Issuer shall also, at least once a year, cause the books, records and
!.

accounts of the System to be completely audited by Independent Certified Public
in compliance with OMB Circular 128, or any successor thereto, and the Single

Act and shall mail upon request, and make available generally, the report of the
r~d Public Accountants, or a summary thereof, to any owner or owners of

issued pursuant to this Resolution, and shall submit said report to the Authority and
abe DEP. The report of said audit shall include a statement that the Issuer is in compliance

¯ iwith the terms and provisions of the Act and the Loan Agreement and that the Issuer’s
:revenues are adequate to meet its operation and maintenance expenses and debt service

uirements.

The Issuer shall, commencing on the date contracts are executed for the
ieonstruction of the Projects and for two years following the completion of the Projects, each
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month complete a Monthly Financial Report, the form of which is attached to the Loan
Agreement as Exhibit B and is incorporated herein by reference, and forward a copy by the
10th of each month to the Authority and the DEP.

The Issuer shall, during construction of the Projects, complete Payment
i Requisition Forms, the form of which is attached to the Loan Agreement as Exhibit C and
is incorporated herein by reference, and forward a copy to the DEP in compliance with the
Issuer’s construction schedule.

The Issuer shall provide the DEP with all appropriate documentation to comply

~i’with any special conditions established by federal and/or state regulations as set forth in
Exhibit E of the Loan Agreement or as promulgated from time to time.

’~i-i~~ The Issuer shall permit the Authority or the DEP, or their agents and
~:~,- .......

~’~: rer~resentatives, to enter and lnsl~ect the Pro ects s~te and Projects facilities at all reasonable
r~:I~ t~es. Prior to, during ~d a~er completion of cons~ction of the Projects, the Issuer shall

flso provide ~e Authori~ ~d the DEP, or their agents ~d representatives, with access to
- ~e Svstem site ~d Svstem facilities ~ may be re~onably necess~ to accomplish all of~e

and rights of the Authority ~d the DEP with respect to the System pursuant to the

Section 7,16. Operating B.~Ig~. The Issuer shall annually, at least 45 days
~g 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
System during the succeeding Fiscal Year and shall submit a copy of such budget to

Authority and the DEP within thirty days of the adoption thereof. No expenditures for
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

of and necessity for such increased expenditures for the operation and maintenance
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
i~ expenditures in excess of 10% of the amount of such budget shall be made except upon the
i.:. further certificate of the Consulting Engineers that such increased expenditures are necessary
ifor the continued operation of the System. The Issuer shall mail copies of such annual

and all resolutions authorizing increased expenditures for operation and maintenance
the Authority and to any Holder of any Bonds who shall file his address with the Issuer

request in writing that copies of all such budgets and resolutions be furnished him and
make available such budgets and all resolutions authorizing increased expenditures for
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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 7.17. Mandatory Connection. The mandatory use of the System is
essential and necessary to protect and preserve the public health, comfort, safety,

iconvenience and welfare of the inhabitants and residents of, and the economy of, the Issuer
to assure the rendering harmless of sewage and water-bome waste matter produced or
g within the territory served by the System. Accordingly, every owner, tenant or

~ house, dwelling or building located near the System, where sewage will flow
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

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 matter from such house, dwelling
or building where there is such gravity flow or transportation by such other method approved

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, atter a 30 day notice
of the availability of the System, pay the rates and charges established therefor.

Any such house, dwelling or building fi:om which emanates sewage or water-
waste matter and which is not so connected with the System is hereby declared and
to be a hazard to the health, safety, comfort and welfare of the inhabitants of the Issuer

a public nuisance which shall be abated to the extent permitted by law and as promptly
possible by proceedings in a court of competent jurisdiction.

Section 7,18. Statutory. ]~:lgagg Lien. For the further protection of the
5ers, a statutory mortgage lien upon the System is granted and created by the Act,

mortgage lien is hereby recognized and declared to be valid and binding, and
take effect immediately upon delivery of the Bonds and shall be for the benefit of all

~ Owners of the Bonds. This lien is on a parity with the lien of the Prior Bonds.

Section 7.19. Compliarl~¢. The Issuer also agrees to comply with all
applicable laws, rules and regulations issued by the Authority, the DEP or other State, federal

::~ or local bodies in regard to the construction of the Projects and the operation, maintenance
and use of the System.

¯
¯

Section 7.20. Cornpletion 9_I" Pro_iects; Permits and Orders. The Issuer will
complete the Projects as promptly as possible and operate and maintain the System in good
Condition and in compliance with all federal and state requirements and standards.
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Section 7.21. Securities Laws Compliance. The Issuer will provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
changes in usage and customer base) so that the Authority may comply with the provisions
of SEC Rule 15c2-12 (17CRF Part 240).

ARTICLE VIII

INVESTMENT OF FUNDS; NON-ARBITRAGE

Section 8,01. Investments. Any moneys 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 Commission, the Depository Bank or such other bank or national banking
~association holding such fund or account, as the case may be, at the direction of the Issuer
in any Qualified Investments to the fullest extent possible under applicable laws, this

the need for such moneys for the purposes set forth herein and the specific
>restrictions and provisions set forth in this Section 8.01 and in Sections 8.02 and 8.03.

Except as specifically provided herein, any investment shall be held in and at
times deemed a part of the fund or account in which such moneys were originally held,

interest accruing thereon and any profit or loss realized from such investment shall
credited or charged to the appropriate fund or account. The investments held for any fund
account shall be valued at the lower of cost or then current market value, or at the

price thereof if then redeemable at the option of the holder, including the value
accrued interest and giving effect to the amortization of discount, or at par if such

is held in the "Consolidated Fund." The Commission, the Depository Bank or
other bank or national banking association, as the case may be, shall sell and reduce to
a sufficient amount of such investments whenever the cash balance in any fund or

is insufficient to make the payments required from such fund or account, regardless
loss on such liquidation. The Depository Bank or such other bank or national banking

as the case may be, may make any and all investments permitted by this section
its own bond department and shall not be responsible for any losses from such

other than for its own negligence or willful misconduct.

ARTI(~LE IX

DEFAULT AND REMEDIES
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Section 9.01. Events 9.f Default. Each of the following events shall constitute
an "Event of Default" with respect to the Bonds:

(1) If default occurs in the due and punctual payment of the principal of or
interest on any Bonds or the Prior Bonds; or

(2) If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Bonds set forth in this Resolution,
any Supplemental Resolution or in the Bonds, 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 Commission, the Depository Bank, the Construction Trust Fund
Depository Bank, the Bond Registrar, any Paying Agent or a Holder of a Bond; or

(3) Ifa default occurs under this Resolution;

(4) Ifa default occurs under the Prior Resolutions; or

(5) 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.

Section 9.02. Remedies. Upon the happening and continuance of any Event
any Registered Owner of a Bond may exercise any available remedy and bring

appropriate action, suit or proceeding to enforce his rights and, in particular, (I) bring suit
any unpaid principal or interest then due, (ii) by mandamus or other appropriate

ng enforce all rights of such Registered Owners including the right to require the
~! !ssuer to perform its duties under the Act and this Resolution relating thereto, including but

limited to the making and collection of sufficient rates or charges for services rendered
the System, (iii) bring suit upon the Bonds, (iv) by action at law or bill in equity require
Issuer to account as if it were the trustee of an express trust for the Registered Owners

Bonds, and (v) by action at law or bill in equity enjoin any acts in violation of the
with respect to the Bonds, or the rights of such Registered Owners, provided

that all rights and remedies of the Registered Owners shall be subject to those of
the Registered Owners of the Prior Bonds.

Section 9.03. Appointment 9.f Receiver. Any Registered Owner of Bonds
by proper legal action, compel the performance of the duties of the Issuer under this

3n and the Act, including the making and collection of sufficient rates and charges
services rendered by the System and segregation of the revenues therefrom and the
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application thereof. If there be any default in the payment of interest on any Bonds when the
same shall become due, or in the payment of the principal of any Bond or Bonds, either at
the specified date of maturity thereof or at a date set for redemption thereof, or otherwise in
the performance of any covenant contained in the Resolution other than as to such payment
and such default shall continue for a period of thirty (30) days after written notice to the
Issuer of such default, any Bondholder shall, in addition to all other remedies or rights, have
the right by appropriate legal proceedings to obtain the appointment of a receiver to

administer the System on behalf of the Issuer, with power to charge rates, rentals, fees and
: other charges sufficient to provide for the payment of the Bonds and any interest thereon, the
deposits into the funds and accounts hereby established as herein provided and the payment

’ of Operating Expenses of the System and to apply such rates, rentals, fees, charges or other
revenues in conformity with the provisions of the Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents and
attorneys, enter into and upon and take possession of all facilities of said System and shall
hold, operate and maintain, manage and control such facilities, and each and every part

i ’ thereof, and in the name of the Issuer exercise all the rights and powers of the Issuer with
respect to said facilities as the Issuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any
~ covenants of this Resolution for Reserve, Sinking or other funds and upon any other

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

’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

,uent default, any Registered Owner of any 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
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 in the discretion of such court. Nothing herein
contained shall limit or restrict the jurisdiction of such court to enter such other and further
orders and decrees as such court may deem necessary or appropriate for the exercise by the
receiver of any function not specifically set forth herein.

.... Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered

of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
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)therwise dispose of any assets of any kind or character belonging or pertaining to the
System, but the authority of such receiver shall be limited to the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and

~ 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

System shall remain in the Issuer, and no court shall have any jurisdiction to enter any
~rder or decree permitting or requiring such receiver to sell, assign, mortgage or otherwise

,ose of any assets of the System.

....... . Section 9.04. Remedies on ~ With Prior Bonds. The exercise of any
ies set forth in Sections 9.02 and 9.03 above shall recognize and protect the parity

rights of the owners of the Prior Bonds¯

ARTICLE X

DEFEASANCE

Section 10.01. Defeasance 9_I’Bonds. If the Issuer shall pay or cause to be paid,
shall otherwise be paid, to the Owners of all Bonds, the principal of and interest due

to become due thereon, at the times and in the manner stipulated therein and in this
then the pledge of Net Revenues and other moneys and securities pledged under

Resolution and all covenants, agreements and other obligations of the Issuer to the
Owners of the Bonds shall thereupon cease, terminate and become void and be
and satisfied¯

Bonds for the payment of which either moneys in an amount which shall be
or securities the principal of and the interest on which, when due, will provide

,s which, together with the moneys, if any, deposited with the Paying Agent at the
or earlier time, shall be sufficient, to pay as and when due, the principal installments
interest on the Bonds shall be deemed to have been paid within the meaning and with

effect expressed in the first paragraph of this section¯ All Bonds shall, prior to the
thereof, be deemed to have been paid within the meaning and with the effect
in the first paragraph of this section if there shall have been deposited with the

or its agent either moneys in an amount which shall be sufficient, or securities
principal of and the interest on which, when due, will provide moneys which, together

other moneys, if any, deposited with the Commission at the same time, shall be
¯ #to pay when due the principal Installments of and interest due and to become due

Bonds on and prior to the next redemption date or the maturity dates thereof. Neither
nor moneys deposited with the Commission pursuant to this section nor principal
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i~ or interest payments on any such securities shall be withdrawn or used for any purpose other

than, and shall be held in trust for, the payment ofthe principal installments of and interest
on said Bonds; provided, that any cash received from such principal or interest payments on

. such securities deposited with the Commission or its agent, if not then needed for such
purpose, shall, to the extent practicable, be reinvested in securities maturing at times and in

amounts sufficient to pay when due the principal installments of and interest to become due
!ion said Bonds on and prior to the next redemption date or the maturity dates thereof, and

earned from such reinvestments shall be paid over to the Issuer as received by the
Commission or its agent, free and clear of any trust, lien or pledge. For the purpose of this
section, securities shall mean and include only Government Obligations.

ARTICLE XI

MISCELLANEOUS

Section 11,0|. Amendment or Modification ~f Resolution. No material
modification or amendment of this Resolution, or of any resolution amendatory or

~lemental hereto, that would materially and adversely affect the respective rights of
istered Owners of the Bonds- shall be made without the consent in writing of the

Registered Owners of sixty-six and two-thirds percent (66 2/3%) or more in principal amount
of the Bonds so affected and then Outstanding; provided, that no change shall be made in the

of any Bond or Bonds or the rate of interest thereon, or in the principal amount
or affecting the unconditional promise of.the Issuer to pay such principal and interest

of the revenues of the System without the consent of the respective Registered Owner
No amendment or modification shall be made that would reduce the percentage of

principal amount of Bonds required for consent to the above-permitted amendments or
Notwithstanding the foregoing, this Resolution may be amended without the

of any Bondholder as may be necessary to assure compliance with Section 148(f) of
!ithe Code relating to rebate requirements or otherwise as may be necessary to assure the

of interest on the Bonds and the Notes from the gross income of the Owners

Section 11.02. Resolution Constitutes Contract. The provisions of the
shall constitute a contract between the Issuer and the Registered Owners of the

and no change, variation or alteration of any kind of the provisions of the Resolution
be made in any manner, except as in this Resolution provided.

Section 11.03. Severability of Invalid Provisions. If any section, paragraph,
or provision of this Resolution should be held invalid by any court of competent
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jurisdiction, the invalidity of such section, paragraph, clause or provision shall not affect any
of the remaining provisions of this Resolution, the Supplemental Resolution and the Bond.

Section 11,04. ~, 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 11.05. Conflicting Provisions. All orders or resolutions and parts
conflict with the provisions of this Resolution except for the Prior Resolutions, are,

to the extent of such conflict, hereby repealed and to the extent that a conflict arises between
Resolution and the Prior Resolutions, the more restrictive provision shall prevail.

Section 11.06. Covenant 9_fDue Procedure, Etc. The Issuer covenants that all
conditions, things and procedures required to exist, to happen, to be performed or to be
precedent to and in the adoption of this Resolution do exist, have happened, have been

and have been taken in regular and due time, form and manner as required by and
i in full compliance with the laws and Constitution of the State of West Virginia applicable
thereto; and that the Chairman, Secretary and members of the Goveming Body were at all

when any actions in connection with this Resolution occurred and are duly in office
duly qualified for such office.

Section 11,07. Effective Date. This Resolution shall take effect immediately
adoption.
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Adopted this 6th day of November, 1998.

SHADY SPRING PUBLIC SERVICE DISTRICT

Chai~qnan, Public Serviefl~r’~ar~
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the Public Service Board
of Shady Spring Public Service District on the 6th day of November, 1998.

Dated: November 6, 1998.



EXHIBIT "A"

The Bonds are being issued for the purpose of construction of improvements to the
existing wastewater treatment plant. The plant capacity will be increased by 400,000 gallons
per day to a capacity of 1,200,000 gallons per day. Improvements include a headworks

, aeration/sludge holding tank, clarifier, effluent disinfection structure and
~ment and sludge processing equipment.



EXHZBZT "B"

SRF-LP-1
1998)

LO~N AGKEE~’v~NT

"division of the West Virginia Bureau of Environment (the "DEP"),
;rnment designated below (the "Local Government").

THIS WATER POLLUTION CONTROL REVOLVING FUND LOAN
iREEMEN’r (the "Loan A-_~eement"), made and entered into in several counterparts, by

among the WEST VIRGI’NIA WATER DEVELOPMENT AUTHORITY, a
,vernmental instrumentality and body corporate of the State of West Virginia (the

the WEST VIRGINIA DIVISION OF ENVIRONMENTAL PROTECTION,
and the local

SHADY SPRING P~3LIC $~ICE DISTE~CT

(Local Government)

WI!N~S£E!H:

WHEREAS, the United States Congess under Title VI of the federal Clean
¯ as amended (the "Clean Water Act"), has provided for capitalization gants to be

¯ to states for the express purpose of establishin_,2 and maintainin~ state water
: :~i~ollution control revolving funds for the planning, desi.,zn, gonstruction, acqu~’sition and./or

¯ ..:~i. ~}~! ~i~provement of wastewater treatment facilities:.
~

WHEREAS, pursuant to the provisions of Chapter 20, Article 5I, of the Code
VirNnia, 1931, as amended (the "Act"), the State of West VirNnia (the "State") has

a state water pollution control revolving fund progam (the "Program") to direct
distribution of loans to particular local governments pursuant to the Clean Water Act;

¸:, (

: . WHEREAS, under the Act the DEP is desi.maated the instrumentality, to enter
capitalization ageements with the United States Environmental Protection Agency

) to accept capitalization gant awards (U.S. General Services Administration;
~:.: 32nd Edition § 66.458 (1998)) and DEP has been
.... ",,. capitalization .re’ants to partially fund the Program:

~it
WTIEREAS, under the Act and under the direction of DEP, the Authority.

) ablished a permanent perpetual fund known as the "West VirNnia Water Pollution Control
has

. Fund" (hereinafter the "Fund");

WHEREAS, pursuant to the Act, the Authority and DEP are empowered to
lke loans from the Fund to local governments for the acquisition or construction of



1.2 "Consulting Engineers" means the professional engineer, licensed by
the State, designated in the Application and any successor thereto.

1.3 "Loan" means the loan to be made by the Authority and DEP to the
Local Government through the purchase of Local Bonds, as hereinafter defined, pursuant to
this Loan Agreement.

1.4 "Local Act" means the official action of the Local Government required
by Section 4.1 hereof, authorizing the Local Bonds.

1.5 "Local Bonds" means the revenue bonds to be issued
the Local Government pursuant to the provisions of the Local Statute, as hereinafter

to evidence the Loan and to be purchased by the Authority with money held in the
all in accordance with the provisions of this Loan Agreement.

1.6 "Local Statute" means the specific provisions of the Code of West
1931, as amended, pursuant to which the Local Bonds are issued.

1.7 "Operating Expenses" means the reasonable, proper and necessary costs
’of operation and maintenance of the System, as hereinafter defined, as should normally and
regularly be included as such under generally accepted accounting principles.

1.8 "Program" means the wastewater treatment facility acquisition,
and improvement program coordinated through the capitalization grants

established under the Clean Water Act and administered by DEP.

1.9 "Project" means the wastewater treatment facility project hereinabove
to, to be constructed or being constructed by the Local Government in whole or in

with the net proceeds of the Local Bonds or being or having been constructed by the
Government in whole or in part with the proceeds of bond anticipationnotes or other
financing, which is to be paid in whole or in pan with the net proceeds of the Local

:~ :" 1.10 "SRF Regulations" means the regulations set forth in Title 47, Series 31
0fthe West Virginia Code of State Regulations.

1.11 "System" means the wastewater treatment facility owned by the Local
Government, of which the Project constituies all or to which the Project constitutes an
~trnpr°vement, and any impr, vements thereto hereafter constructed or acquired from any
sources whatsoever.

are used.
1.12 Additional terms and phrases tre defined in this Loan Agreement as they
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2.6 The Local Government agrees that it will permit thc Authority and DEP
and their respective agents to have access to the records of the Local Government pertaining
to the operation and maintenance of the System at any reasonable time following completion

of the Project and commencement of operation thereof or if the Project is an
:ment to an existing system at any reasonable time following commencement of

construction.

2.7 The Local Government shall require that each construction contractor
a performance bond and a payment bond, each in an amount at least equal to one
percent (I00%) of the contract price of the portion of the Project covered by the

.particular contract, as security for the faithful performance of such contract.

2.8 The Local Government shall require that each of its contractors and all
maintain, during the life of the construction contract, workers’ compensation

coverage, public liability insurance, property damage insurance and vehicle liability
in amounts and on terms satisfactory to the Authority and DEP. Until the Project

are completed and accepted by the Local Government, the Local Government or (at
option of the Local Government) the contractor shall maintain builder’s risk insurance
and extended coverage) on a one hundred percent (100%) basis (completed value form)

the insurable portion of the Project, such insurance to be made payable to the order of the
:i Authority, the Local Government, the prime contractor and all subcontractors, as their
/interests may appear. If facilities of the System which are detrimentally affected by flooding
are or will be located in designated special flood or mudslide-prone areas and if flood
insurance is available at a reasonable cost, a flood insurance policy must be obtained by the

Government on or before the Date of Loan Closing, as hereinafter defined, and
so long as any of the Local Bonds are outstanding. Prior to commencing

of the Project, the Local Govemment must also obtain, and maintain so long as any
the Local Bonds are outstanding, business interruption insurance if available at a

cost.

2.9 The Local Government shall provide and maintain competent and
uate resident engineering services satisfactory to the Authority. and DEP covering the

and inspection of the development and construction of the Project and bearing
responsibility of assuring that construction conforms to the plans, specifications and

prepared by the Consulting Engineers, which have been approved by all necessary
:overnmental bodies. Such resident engineer shall certify to the Authority, DEP and the

Govemment at the completion of construction that construction is in accordance with
approved plans, specifications and desfgns, or amendments thereto, approved by all

governmental bodies. The Local Government-shall require the Consulting
to submit Recipient As-Built Plans, as defined in the SRF Regulations, to it within

of the completion of the Project. The Local Govemment shall notify DEP in writing
receipt. The Local Government shall subm~it a Performance Certificate, the form of

is attached hereto as Exhibit A, and being incorporated herein by reference, to DEP
60 days of the end of the first year after the Project is completed.
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(c) The Local Government shah have authorized the issuance of and
delivery to the Authority of the Local Bonds described in this Article Ill and in Article IV
hereof;

(d) The Local Government shall either have received bids or entered
into contracts for the construction of the Project, which are in an amount and otherwise
bompatible with the plan of financing described in the Application; provided, that, if the

will refund an interim financing of construction, the Local Government must either be
or have constructed its Project for a cost and as otherwise compatible with the

an of financing described in the Application; and, in either case, the Authority and DEP
have received a certi~cate of the Consul~g Engineers to such effect, the form of which

is attached hereto as Exhibit D;

(�) The Local Government shall have obtained all permits required
the laws of the State and the federal government necessary for the construction of the
ect, and the Authority and DEP shall have received a certificate of the Consulting

to such effect;

(f) The Local Government shall have obtained all requisite orders
of and approvals from the Public Service Commission of West Virginia (the "PSC")
necessary for the construction of the Project and operation of the System, and the Authority

shall have received an opinion of counsel to the Local Government, which may be
local counsel to the Local Government, bond counsel or special PSC counsel but must be
satisfactory to the Authority and DEP, to such effect;

(g) The Local Government shaft have obtained any and all approvals
issuance of the Local Bonds required by State law, and the Authority and DEP shall

received an opinion of counsel to the Local Government, which may be local counsel
to the Local Government, bond counsel or special PSC counsel but must be satisfactory to

Authority and DEP, to such effect;

(h) The Local Government shall have obtained any and all approvals
and charges required by State law and shall have taken any other action required to

"CStablish and impose such rates and charges (imposition of such rates and charges is not,
required to be effective until completion of construction of the Project) with all

appeal periods having expired, and .the Authority and DEP shall have received an
of counsel to the Local Government, which may be local counsel to the Local

bond counsel or special PSC counsel but must be satisfactory to the Authority
mr DEP, to such effect; . -

(i) Such rates and charges for the System shall be sui~cient to
with the provisions of Subsection 4. I (b)(ii),hereof, and the Authority and DEP shall

received a certificate of the accountants for the Local Govemment, or such other person
or finn experienced in the finances of local govemments and satisfactory to the Authority

DEP, to such effect; and
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Local Government further specifically recognizes that all loans will be originated in
conjunction with the SRF Regulations and with the approval of DEP.

3.6 The Local Government shall provide DEP with the appropriate
documentation to comply with the special conditions established by federal and state
r.egulations as set forth in Exhibit E hereto at such times as are set forth in Exhibit E.

A~TICLE IV

Local Bonds; Security for Loan;
Repayment of Loan; Interest on Loan;

Fees and Charges

4.1 The Local Government shall, as one of the conditions of the Authority
DEP to make the Loan, authorize the issuance of and issue the Local Bonds pursuant to

official action of the Local Government in accordance with the Local Statute, which shall,
as enacted, contain provisions and covenants in substantially the form as follows:

(a) That the gross revenues of the System shall always be used for
es of the System. The revenues generated from the operation of the System will be

monthly, in the order of priority listed below:

(i) to pay Operating Expenses of the System;

(ii)     to the extent not otherwise limited by any outstanding loan
indenture or other act or document and beginning on the date set forth in Schedule

to provide debt service on the Local Bonds by depositing in a sinking fund one-third (I/3)
the interest payment next coming due on the Local Bonds and one-third (I/3) of the

payment next coming due on the Local Bonds and, beginning three (3) months prior
the fu’st date of payment of principal of the Local Bonds, if the reserve account for the

Bonds (the "Reserve Account") was not funded from proceeds of the Local Bonds or
,~ concurrently with the issuance thereof in an amount equal to an amount at least

ual to the maximum amount of principal and interest which will come due on the Local
in the then current or any succeeding year (the "Reserve Requirement"), by depositing

Reserve Account an amount not less than one-twelfth (I / 12) of one-tenth (l / l 0) of the
Reserve Requirement or, if the Reserve Accottnt has been so funded (whether by Local Bond
proceeds, monthly deposits or otherwise), any amount necessary to maintain the Reserve

at the Reserve Requirement;

(iii)     to create a renewal and replacement, or similar, fund in
amount equal to two and one-half percent (2-1/2%) of the gross revenues from the

exclusive of any payments into the Reserve Account, for the purpose of improving
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any obligations secured by a lien on or payable from the revenues of the System prior to
Local Bonds and with the written consent of the Authority and DEP; provided, however,

that additional parity bonds may be issued to complete the Project, as described in the
,lication as of the date hereof, without regard to the foregoing;

(vi) That the Local Government will carry such insurance as
i customarily carried with respect to works and properties similar to the System, including

specified by Section 2.8 hereof;

of the System;
(vii) That the Local Government will not render any free

(viii) That any Local Bond owner may, by proper legal action,
the performance of the duties of the Local Government under the Local Act,

the making and collection of sufficient rates or charges for services rendered by
System, and shall also have, in the event of a default in payment of principal of or

on the Local Bonds, the fight to obtain the appointment of a receiver to administer
System or construction of the Project, or both, as provided by law and all rights as set

in Section 5 of the Act;

(ix) That, to the extent authorized by the laws of the State and
rules and regulations of the PSC, all delinquent rates and charges, if not paid when due,

become a lien on the premises served by the System;

System;

(x) That, to the extent legally allowable, the Local
not grant any franchise to provide any services which would compete with

(xi) That the Local Government shall annually cause the
of the System to be audited by an independent certified public accountant or

public accountant and shall submit the report of said audit to the Authority and
which report shall include a statement that the Local Government is in compliance with

and provisions of the Local Act and this Loan Agreement and that the Local
rat’s revenues are adequate to meet its operation and maintenance expenses and

service requirements;

(xii) That the, Local Government shall annually adopt a
balanced budget of the estimated;revenues and expenditures for operation and

of the System during the succeeding fiscal year and shall submit a copy of such
et to the Authority and DEP within 30 days of adoption thereof;

(xiii) That, to the extont authorized by the laws of the State and
rules and regulations of the PSC, prospective users of the System shall be required to

thereto;

-11-



not restore the services of the water facility until all delinquent charges for the services of
the System have been fully paid or, if the water facility is not owned by the Local
Government, then the Local Government shall enter into a termination agreement with the
water provider.

The Local Government hereby represents and warrants that the Local Act has
ibeen or shall be duly adopted in compliance with all necessary corporate and other action
:iand in accordance with applicable provisions of law. All legal matters incident to the

~orization, issuance, sale and delivery of the Local Bonds shall be approved without
qualification by nationally recognized bond counsel acceptable to the Authority. in

~. substantially the form of legal opinion attached hereto as Exhibit G.

4.2 The Loan shall be secured by the pledge and assignment by the Local
Government, as effected by the Local Act, of the fees, charges and other revenues of the
Local Government from the System.

4.3 At least five percent (5%) of the proceeds of the Local Bonds will be
on the Date of Loan Closing. The remaining proceeds of the Local Bonds shall

be advanced by the Authority. monthly as required by the Local Government to pay Costs of
Project, provided, however, if the proceeds of the Local Bonds will be used to repay an

interim financing, the proceeds will be advanced on a schedule mutually agreeable to the
ical Government, the DEP and the Authority. The Local Bonds shall not bear interest

the construction period but interest shall commence accruing on the completion date
defined in the SRF Regulations, provided that the annual repayment of principal and

~ayment of interest shall begin not later than one (1) year after the completion date. The
if:repayment of principal and interest on the Local Bonds shall be as set forth on Schedule Y

In no event shall the interest rate on or the net interest cost of the Local Bonds
any statutory limitation with regard thereto.

4.4 The Local Bonds shall be delivered to the Authority in fully registered
transferable and exchangeable as provided in the Local Act at the expense of the Local

Anything to the contrary herein notwithstanding, the Local Bonds may be
.issued in one or more series.

4.5 As provided by the SRF Regulations, the Local Government agrees to
from time to time, if required by the Authority and DEP, the Local Government’s

share of the reasonable administrative expenses of the Authority relating to the
Such administrative exI’enses shall be determined by the Authority and shall

without limitation Progr~ am expenses, legal fees paid by the Authority and fees paid
the trustee and paying agents for any bonds or notes to be issued by the Authorit-y for

~eontribution to the Fund and the fees and expenses of any corporate trustee for the Fund.

4.6 The obligation of the Authority to make any loans shall be conditioned
the availability of moneys in the Fund in such amount and on such terms and conditions

in the sole judgment of tlqe Authorit3,, will enable it to make the Loan.
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recourse to said rights and powers, the Local Government shall take no action of any nature
whatsoever calculated to inhibit, nullify, void, delay or render nugatory such actions of the
Authority in the due and prompt implementation of this Loan Agreement.

6.2 The Local Government hereby warrants and represents that all
provided to the Authority and DEP in this Loan Agreement, in the Application

in any other application or documentation with respect to financing the Project was at the
and now is, true, correct and complete, and such information does not omit any

material fact necessary to make the statements therein, in light of the circumstances under
they were made, not misleading. Prior to the Authority’s making the Loan and

the Local Bonds, the Authority and DEP shall have the right to cancel all or any
obligations under this Loan Agreement if (a) any representation made to the
and DEP by the Local Government in connection with the Loan shall be incorrect

ior incomplete in any material respect or (b) the Local Government has violated any
commitment made by it in its Application or in any supporting documentation or has violated
any of the terms of the SRF Regulations or this Loan Agreement.

6.3 The Local Government hereby agrees to repay on or prior to the Date
!Loan Closing any moneys due and owing by it to the Authority or any other lender for the

or design of the Project, provided that such repayment shall not be made from the
of the Loan.

6.4 The Local Govemment hereby covenants that it will rebate any amounts
by Section 148 of the Internal Revenue Code of 1986, as amended, and will take

steps necessary to make any such rebates. In the event the Local Government fails to
any such rebates as required, then the Local Government shall pay any and all

obtain a waiver from the Internal Revenue Service and take any other actions
or desirable to preserve the exclusion from gross income for federal income tax

of interest on the Local Bonds.

6.5 Notwithstanding Section 6.4, the Authority and DEP may at any time,
ttheir sole discretion, cause the rebate calculations prepared by or on behalf of the Local

to be monitored or cause the rebate calculations for the Local Government to
prepared, in either case at the expense of the Local Government.

6.6 The Local Government.hereby agrees to give the Authority and DEP
notice of the issuance by it of any other obligations to be used for the Project,

from the revenues of the System or from any grants for the Project or otherwise
to the Project or the System.                    -

6.7 The Local Government hereby agrees to file with the Authority upon
of acquisition and consmaction of the ~oject a schedule in substantially the form
Schedule A to the Application, setting forth the actual costs of the Project and

of funds therefor.
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(iii)     payment in full of the principal of and interest on the Loan and
,,f any fees and charges owed by the Local Govemmen~ to the Authority or DEP; provided
that the amount of the Loan made under this Loan Agreement in any succeeding fiscal year
is contingent upon funds being appropriated by the legislature or otherwise being available
to make the Loan. In the event funds are not appropriated or otherwise available to make all
of the Loan, the responsibility of the Authority and DEP to make all the Loan is terminated;

fia’ther that the obligation of the Local Government to repay the amount of the Loan
by the Authority and DEP as set forth in (iii) above is not terminated due to such

on any balance on the Loan. The DEP agrees to use its best efforts to have the
contemplated under this Loan Agreement included in its budget. Non-appropriation

non-funding shall not be considered an event of default under the Loan Agreement.
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EXHIBIT A

[Form of Performance Certificate]

[TO BE PROVIDED BY DEP]
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EXHIBIT C

PAYMENT REOUISITION FORM

(All Copies to Be Provided by DEP for Each Project)
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of the Project as set forth in the Application, and (vii) attached hereto as Exhibit
the final amended "Schedule A - Total Cost of Project and Sources of Funds" for the
ect.

WITNESS my signature on this9th day of Oct.___2__., 19 9__~__8.

L. A. Gates Company

West Virginia License No.

[SEAL]
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EXHIBIT F

[Monthly Payment Form]

Virginia Water Development

Association Drive
:ston WV 25311-1571

Re: [Name of bond issue]

S~:

The following deposits were made
on behalf of [Local Government] on

Sinking Fund~

Interest

Principal

Total:

Reserve Fund:

to the West Virginia Municipal Bond

Wimess my signature this__ day of

[Name of Local Government]

By:
Authorized Officer

copy of check(s)
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Based upon the foregoing and upon our examination of such other documents as we
deemed necessary, we are of the opinion as follows:

I.     The Loan Agreement has been duly authorized by and executed on behalf of
Local Government and is a valid and binding special obligation of the Local Govemment

:able in accordance with the terms thereof.

2. The Loan Agreement inures to the benefit of theAuthority and cannot be
so as to affect adversely the fights of the Authority or diminish the obligations of

Loca, J Government without the consent of the Authority.

3. The Local Government is a duly organized and presently existing
., with full power and authority to construct and acquire

Project and to operate and maintain the System referred to in the Loan Agreement and
~ Issue and sell the Local Bonds, all under the Local Statute and other applicable provisions
’law.

4.     The Local Government has legally and effectively enacted the Local Act and
other necessary         in connection with the issuance and sale of the Local Bonds.
: Local Act contains provisions and covenants substantially in the form of those set forth

Section 4.1 of the Loan Agreement.

5.     The Local Bonds are valid and legally enforceable special obligations of the
Government, payable from the net revenues of the System referred to in the Local Act

secured by a [first] lien on and pledge of the net revenues of said System, all in
with the terms of the Local Bonds and the Local Act, and have been duly issued

delivered to the Authority.

6.    The Local Bonds are, by statute, exempt                   , and under
statutes and court decisions of the United States of,~-’nerica, as presently written and
the interest on the Local Bonds is excludable from the gross income of the recipients

federal income tax purposes.

No opinion is given herein as to the effect upon enforceability of the Local Bonds of
insolvency, reorganization, moratorium and other laws affecting creditors’ rights

the exercise of judicial discretion in appropriate cases.

We have examined executed and authenticated Local Bond numbered R-1, and in our
the form of said bond and its execution and authentication are regular and proper.

\:e~’ truly yours,
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Shady Spring PSD, WV
SRF Loan No. C-.544202

$1,202.100; 20 Years; 0% Interest; l%Administrative Fee

DEBT SERV1CE SCHEDULE

2/01/1998 - -
3/01/1999 - -
6/01/1999
9/0111999 -

12/0111999 -
3/01/2000
6/01/2000 15,026.25 15,026.25
9/01/2000 15,026.25 15,026.25

t2/01/2000 15.026.25 15.026.25
3/01/2001 15,026.25 15,026.25
6/01/2001 15,026.25 15,026.25
9/01/2001 15,026.25 15,026.25
2/01/2001 15,026.25 15,026.25
3/01/2002 15.026.25 15,026.25
6/01/2002 15,026.25 15,026.25
9/01/2o02 15,026.25 - 15,o26.25

17J01/2002 15,026.25 - 15,026.25
~ 1/2003 15,026.25 - 15,026.25
6/01/2003 15.026.25 - 15.025.25
9/01/2003 15,026.25 - 15,026.25

12/01/2003 15,026.25 - 15,026.25
3/01/2004 15,026.25 15,026.25
6/01/2004 15,026.25 15,026.25
9/01/2004 15.026.25 15,026.25

12/01/2004 15,026.25 15,026.25
:3/01/2005 15,026.25 15,026.2=,,
6/01/2005 15,025.25 15,026.25
9/01/2005 15,026.25 15,026.25

12/01/2005 15.026.25 15. 026.25
3/01/2006 15,026.25
6/01/2006 15,025.25
9/01/2006 15,026.25

12/01/2006 15,026.25
3/01/2007 15.025.25
6/01/2007 15,025.25
9/01/2007 15,026.25

12/01/2007 15,026.25
3/01/2008 15,025.25
6/01/2008 15.025.25
9/01/2008 15,026.25

12/01/2008 15,026.25
3/01/2009 15,026.25
6/01/2009 15,026.25

15.026.2=~
2/01/2009 15,026.25
3/01/2010 15,026.25

15,026.25
15,026.25
15,026.25
15,026.26
15~026.25
15,026.26
15,025.25
15,0:26.25
15,026.25
15.026.25
15,026.25
15,026.25
15,026.25
15,026.25
15,026.25
15,026.25
15,026.25
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EXHIBIT

Shady Spring PSD, WV
¯ .~RFLoon No. C-344202

$1.202, ! 00:20 Yeors: O~ Interest: 1% ~mm~stro~ Fee

DEBT SERVICE SCHEDULE

12J0111 glBa

9/0111~

15,026.25

3~0112010

1S,025.25
15,028.25
15,028.25
15,028.25
15~028.25
15,026.25
1 S,026.25
15o028o25
15,02~.25
15,O28.25
15,026.25
15,026.25
15,028.25
15,025.25

t5,028.25
15,028.25
t5,028.25
15,02~.25

15,026.25
15,028.25
15,a28.25
15,o2~.25

15,o2~.25

15,o2~.25
~s,o28.25
15,o2~.25
1 $,o28.25
15,028.25
15,o28.25
15,o26.25
ls,028.25
15,o28.25
15,o28.25

15,o28.25
15,o2s.25

15,1z28.25

150025.25
15,028.25

15,o28.25
15,o28".25
15,o28.25
1s, o28.25
15,o28.25
~ s,o~.~
~ 5,~.~
15,~.~
I S,~,~
15,~.~
15,~.~
15,~.~
15,0~.~
15,~.~
15.~
15,~.~
15,~
15,~.~
15,~

15,~
lS,~
15,~.~
15 ,~ .~
lS,~.~
15,~.~
15,~.25
15,~.~
15,~.~
15,~.~
15,~.~
15,~.~

I:~ge 1



Shady Spring PSD, WV
SRF Loan No. C-~44202 .

$1,202,100:20 Years: 0% Interest; 19[ Admintstrar~ Fee

DEBT SERVICE SCHEDULE

6/01/2~10 1
~/01/2010 15,026.25
2/01/2010 15,025.25
3/01/’2011 15,026.25
8/01/2011 15,026.25
9~1r2011 15,02e.25
2/0~/20~ ~ 15,02~.25
3m1~012 1S~02~.25
~/01/2012 15,o2~.25
9/Olr2O12 15,025.25
2/01/2oi 2 15.02~.25
3/01 t2013 15,028.25
6/01/2013 15,026.25
9/0112013 15,025.25

12/01t2013 15,025.25
3~01 F2914 I 5 ,O26.25

9/01/2014 15to26.25

:;

12/01/2014 15,026.25
3~01/’2015 15,02~.25
6/01/2015 15,02e.25
9/01/’2015 15,025.25

12/01/2015 15,025.25
3~1/201~ 15,026.25
8/01/’2016 15.026.25
~01/2016 15,026.25

12/01/2018 15,025.25
15,028.25

¯ 01/2017 15,025.25
~31/’2017 15,028.25

12/01/2917 15,02fL25
3/01 r2018 15,028.25
f~OIF2gl 8 1
9/01/2018 15,02~.25

12/01/2018 15,025.25
3/01/201 g 15,~.25
¯ 01/201g 15,0’25.25
9/01/2019 15,026.25

12/01/2019 15,026.25
3~1/2020 15,026.25

15,026.25
15,02e.25
15,02e.25
15,028.25
15,~.~
15,~.~
15,~.~
15,~
15,~
15,~.~
15,~.~
15,~
15~.~
15,~
15,~.~
15 ,~.~
15,~
15,~.~
15,~.~
15,0~.~
15,~.~
15,~.25
15,~.~
15,~.~
15,~.~
15,~.~
15,~.~

__15~’~
15,~.~
15,~.~
15,~.~
1~,~.~
15,~.~
15,~.~
15,~.~
15,~.~
15,~,~
15~.~
15,~.~
15,~

Total 1,202,100.00 - 1,202,t00.00

l~te : ~T-09179#- SINOI.,E PURPO.~E
9/17/199$ 4:IJ PM
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Shady Spring PSD, WV
SRF Loan No. C-.~44202

31,202,100; 20 Years; 0"~ Interest; I~ Admlnl~trat~w Fee

DEBT SERVICE SCHEDULE

YIELD STATISTICS

~ Y~mr Doilam ..........................................................................................................$13,,B30.~3
Avem~ LBe ....................................... ~ .............................................................................11_~ Y~
A~ C~n ..............................................................................................................

:~
N~ I~ C~t IN,C) ...............................................[ .....................................................
T~ I~ C~ ~C) ....................................~ ...................................................... ~.~E-tO
~ ~ ~ ~ P~ ............................................................................~.~-~ 0
AI I~ C~ (AIC) ...........................................................................................0.87~e~

I~ FORM B03B
N~ leM~ ~ ..........................................................................................................
W~ A~ ~ .............................................................................................~ ~.~ y~

B,z~ev F~I~ = SR, eSHADr.091798. SOCGLE PUP, POSK

~,/J 71,1~8 4: I J PM
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SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL    RESOLUTION    PROVIDING AS    TO    DATES,

MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,

SALE PRICES, AND OTHER TERMS OF THE SHADYSPRING PUBLIC

SERVICE DISTRICT SEWER SYSTEM REVENUE BONDS, SERIES
1998A; DESIGNATING A REGISTRAR, PAYING AGENT, DEPOSITORY

’BANK; APPROVING LOAN AGREEMENTWITH RESPECT TO THE BOND;
AND MAKING OTHER PROVISIONS AS TO THE BOND.

WHEREAS, the Public Service Board of the Shady Spring Public

’ice District (the "District") has duly and officially adopted a Bond
~olution on November 6, 1998 (the "Resolution"), entitled:

RESOLUTION AUTHORIZING THE CONSTRUCTION OF CERTAIN

IMPROVEMENTS AND EXTENSIONS TO THE EXISTING PUBLIC
SEWERAGE FACILITIES OF SHADY SPRING PUBLIC SERVICE
DISTRICT AND THE FINANCING OF THE COST THEREOF, NOT
OTHERWISE PROVIDED, THROUGH THE ISSUANCE OF NOT
MORE THAN $1,300,000 IN AGGREGATE PRINCIPAL AMOUNT
OF SHADY SPRING PUBLIC SERVICE DISTRICT SEWER
SYSTEM REVENUE    BOND,     SERIES    1998A;     PROVIDING    FOR
THE RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SAID BOND;       RATIFYING A LOAN
AGREEMENT WITH THE WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY AND THE WEST VIRGINIA DIVISION OF
ENVIRONMENTAL    PROTECTION    RELATING    TO    SAID BO~;
AUTHORIZING THE SALE AND PROVIDING FOR THE TERMS
AND    PROVISIONS    OF    SAID    BOND;    AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

WHEREAS, the Resolution provides for the issuance of the Shady
Public Service District Sewer System Revenue Bond, Series 1998B

i"Bond,,) in aggregate principal amount not to exceed $1,300,000 in

with Chapter 16, Article 13A, of the Code of West Virginia,
as amended, (the "Act"), and the terms of the Loan Agreement (the

Agreement") entered into among the District, the West Virginia
of Environmental Protection (the "DEP") and the West Virginia

Development Authority (the "Authority"), but requires that the

interest rates, maturities, sal~ prices and other terms of the
be established by a supplemental resolution;

WHEREAS, the Bond is proposed to be purchased by the Authority
to the Loan Agreement; and



WHEREAS, the Public Service Board (the "Board") of the

District deems it essential and desirable that this resolution (the

,,Supplemental Resolution"), be adopted and that the prices, the maturity

~dates, the redemption provisions, the interest rates, and the interest

and principal dates of the Bond be fixed hereby in the manner stated

iherein; that the Loan Agreement be approved; and that other matters

to the Bond be herein provided for.

WHEREAS, capitalized terms not otherwise defined shall have

m~anings given such terms in the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF

SHADY SPRING PUBLIC SERVICE DISTRICT:

Section i. Pursuant to the Resolution, the Act, and this

~lemental Resolution, the Bond shall be in the aggregate principal

of $1,202,100 with the following provisions:

(A) The Bond shall be originally issued in the form of

single bond, numbered R-I in the principal amount of $1,202,100. The

of" ~~d~~ shall be dated the date delivery thereof, shall bear interest at
i~i~~_.rate of zero percent (0%) per annum from the date of delivery to and

2020, which principal shall be payable quarterly on June I,

~tember i, December 1 and March 1 of each year commencing June I, 2000,

be subject to redemption upon the written consent of the Authority

the interest is 0%, and subject to the other requirements

in the Loan Agreement, as long as the Authority shall be the

Lstered owner of the Bond. The SRF 1% Administrative Fee shall be

quarterly.

(B) The Bond shall be sold to the Authority in

with the terms of the Loan Agreement at a price equal to 100%

principal amount thereof.

~. All other provisions relating to the Bond shall be

in the Resolution, and the Bond shall be in substantially
!orm provided in the Resolution with such changes, insertions and

as may be approved by the Chairman of the District.    The

of the Bond by the Chairman shall be conclusive evidence of

~roval.

Section 3.    The District does hereby ratify, approve and

the Loan Agreement including the,"Schedule X" attached thereto,

ilof which is incorporated herein by reference, and the execution

ivery by the Chairman of the Loan Agreement and the performance

ations contained therein, on behalf of the District have been

authorized, approved and directed.



~. The District hereby appoints and designates First

ill. State Bank & Trust, Beckley, West Virginia, as the Depository Bank, as

provided in the Resolution.

~ection 2. The District hereby appoints and designates Bank

West Virginia, National Association, Charleston, West Virginia, as

i:Registrar for the Bond.

Section 6. The District hereby appoints and designates the

Virginia Municipal Bond Commission (the "Commission"), Charleston,

~st Virginia as Paying Agent for the Bond.

Section 7. The Chairman and Secretary/Treasurer are hereby

2ized and directed to execute and deliver such other documents and

ficates, including the Registrar’s Agreement, required or desirable

connection with the Bond hereby and by the Resolution approved and

ded for, to the end that the Bond may be delivered to the Authority

luant to the Loan Agreement on or about November 6, 1998.

Section 8. The financing of the Project in part with proceeds

the Bond is in the public interest, serves a public purpose of the

and will promote the health, welfare and safety of the residents

the District.

Section 9. The District hereby directs the Depository Bank to

y invest all monies in the funds and accounts established under

Bond Resolution in Qualified Investments further directed by the

~9~. The District shall not permit at any time or

any of the proceeds of the Bond or any other funds of the District

used directly or indirectly in a manner which would result in the

of the Bond from the treatment afforded by Section 103(a) of

Internal Revenue Code of 1986, as amended, and any regulations

ated thereunder or under any predecessor thereto (the "Code"), by

of the classification of the Bond as "private activity bonds"

the meaning of the Code. The District will take all actions

to comply with the Code and Treasury Regulations to be

ated thereunder.

-3-



Section ii. This Supplemental Resolution shall be effective

immediately upon adoption.

Dated: November 6, 1998

[SEAL]

SHADY SPRING PUBLIC SERVICE DISTRICT

"Chairman ///" y

Secretary/Treasurer



RESOLUTION OF THE SHADY SPRING PUBLIC SERVICE DISTRICT APPROVING
INVOICES RELATING TO CONSTRUCTION AND OTHER

SERVICES FOR THE PROPOSED
SEW~R~(;~ SYSTEM PROJECT AND AUTHORIZING

PAYMENT THEREOF

WHEREAS, The Shady Spring Public Service District has reviewed the invoices attached
ereto and incorporated herein by reference relating to the construction of the SSUS~J, Gv. System

ect (Project) funded by the Sewer System Revenue Bonds, Series 1998A
and anARC Grant and finds as follows:

(a) That none of the items for which the payment is proposed to be made has formed the
~asis for any disbursement theretofore made;

¯ (b) That each item for which the payment is proposed to be made is or was necessary in
’,tion with the Project and constitutes a Cost of the services for the Project;

(c) That each of such costs has been otherwise properly incurred; and

(d) That payment for each of the items proposed is then due and owing.

NOW, THEREFORE, BE IT RESOLVED by the Shady Spring Public Service District
follows:

There is hereby authorized and directed the payment of the attached invoices as summarized
i:follows:

L. A. Gates Engineers and Consultants
Anderson, Parkulo & Stansbury
Administrative
Permits
Miscellaneous
Reserve Fund
Bond Counsel - John T. Poffenbarger
Total

$72,502.00
$ 2,338.00
$ 218.00
$ 495.00
$ 925,00
$60,105.00
$10,000.00

$146,583.00

Adopted by the Shady Spring Public Service District at a meeting held on the 6th day of
1998.



SHADY SPRING PUBLIC SERVICE DISTRICT
(SR~)

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION OF
THE FACILITY AND CONSTRUCTION OF CERTAIN
EXTENSIONS, ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE PUBLIC SEWERAGE FACILITY
OF SHADY SPRING PUBLIC SERVICE DISTRICT AND TO
FINANCE THE COST OF SUCH ACQUISITION AND
CONSTRUCTION    OF    CERTAIN    EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS
AND TO PAY OTHER COSTS IN CONNECTION

THE~.RE.~, n°T ~RW!SE PR°~DED, ~OUGH
THE ISSU~CE OF NOT MO~ ~ $900,000 ~

P~LIC SER~CE DIS~CT SE~R SYS~M ~~
BO~S, SE~ES 1998B, PRO~D~G FOR ~ ~GHTS
A~ ~DIES OF ~ SEC~TY FOR T~
~GISTE~D O~RS OF S~D BO~S; ~TIF~G
T~ LOAN AG~E~NT WITH T~ ~ST VIRG~A
WA~R DE~LOP~NT AUTHO~TY A~ T~ WEST
~RG~A    DIVISION    OF    E~IRO~NT~
PRO~CTION ~LAT~G TO SAID BO~S;
AU~O~Z~G ~ S~E ~ PROVID~G FOR T~
~S ~ PRO~SIONS OF SAID BO~S; ~
~OP~G O~R PRO~SIONS ~LAT~G ~~TO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS



Section 1,01. Authority_ for this Resolution. This Resolution is adopted
pursuant to the provisions of the Act and other applicable provisions of law.

Section 1.02. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser of each Bond, or any other agency of the State that
succeeds to the functions of the Authority.

"Authorized Officer" means the Chairman of the Governing Body of the Issuer
or any other person duly appointed as such by the Governing Body.

...... "Bank" means the bank to be set forth in a resolution supplemental hereto.

--          "Board" means the public service board of the Issuer and shall include the
membership of the Board as may hereafter be duly constituted as the legal successors to the

or any other authority vested with and authorized to exercise the powers
of the Issuer.

"Bond" or "Bonds" means the Shady Spring Public Service District Sewerage
System Revenue Bonds, Series 1998B, originally authorized hereby, and any pari passu
additional bonds hereafter issued within the terms, restrictions and conditions contained in
this Resolution.

"Bondholders" "Holder of the Bonds," "Holder," "Registered Owner," "Owner"
or any similar term, whenever used herein with respect to an Outstanding Bond or Bonds,
means the person in whose name such Bond is registered.

"Bond Register" means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter d~fined for the registration and transfer of
the Bonds.
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"Bond Registrar" or "Registrar" means the bank or other entity to be designated
as such in the Supplemental Resolution and its successors and assigns.

"Bond Year" means the 12 month period beginning on the anniversary of the
Closing Date in each year and ending on the day prior to the anniversary date of the Closing
Date in the following year except that the first Bond Year shall begin on the Closing Date.

"Certificate of Authentication and Registration" means the certificate of
and registration on the Bond in substantially the form set forth in the bond

¯ form contained herein.

"Chairman" means the Chairman of the Governing Body of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Bond
a portion of the proceeds representing the purchase of the Bond by the Authority.

"Code" means the Internal Revenue Code of 1986, as amended, including the
rules and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Consulting Engineers" means L. A. Gates Company, Beckley, West Virginia,
or any engineer or firm of engineers of reputation for skill and experience with respect to the
~lanning and design of sewerage systems or facilities that shall at any time hereafter be

retained by the Issuer as Consulting Engineers for the System.

"Costs" or "Costs of the Project" or any similar phrase means those costs
described in Section 1.04G hereof to be a part of the cost of planning, design, acquisition and
construction of the Project.

"Debt Service" means the scheduled amount of interest and amortization of
payable on the Series 1998B Bond, as hereinafter defined, during the period ofprincipal

computation, excluding amounts scheduled during such period which relate to principal. ....
which has been retired before the beg~nmng of such period.

"DEP" means the West Vir inia Division of Environmental Protection, a
division of the West Virginia Bureau of Environment.



"Depository Bank" means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinafter defined, which Depository Bank shall be named in the Supplemental Resolution,
and any successor thereto.

"Excess Investment Earnings" means an amount equal to the sum of:

(A) The excess of

(i) The aggregate amount earned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Bonds are invested
[other than amounts attributable to an excess described in this clause (A) of
this definition of Excess Investment Earnings, over

(ii) The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Eamings]
had been equal to the Yield on the Bond, plus

(B) Any income attributable to the excess described in clause (A) of this
definition of Excess Investment Earnings.

"Facility" means the Glade Springs facility to be purchased by the District, all
as more fully described in Exhibit A hereto.

"FDIC" means the Federal Deposit Insurance Corporation and any successor
to the functions thereof.

"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 is now or may hereafter be constituted.

"Government Obligations" means direct obligations of, or obligations the
timely payment of the principal of and interest on w~aich is guaranteed by, the United States
of America, including (i) such obligations which have been stripped from their unmatured
interest coupons, interest coupons stripped from such obligations and receipts or certificates



evidencing payments from such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct
obligations of, or specified obligations which are unconditionally and fully guaranteed by,
the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof

~!~ii~i; in the capacity of custodian and (iii) obligations, the sole source of the payment of the
~:i!~~ principal of and interest on which are obligations of the nature of those described in clause
.~i~!! (i), which are irrevocably pledged for such purposes.

"Gross Proceeds" means the sum of the following amounts:

(I) Original proceeds, namely, net amounts received by
or for the Issuer as a result of the sale of the Bond, excluding
original proceeds which become transferred proceeds
(determined in accordance with applicable Regulations) of
obligations issued to refund in whole or in part the Bond;

(ii) Investment proceeds, namely, amounts received at
any timeby .......... or for the Issuer, such as interest and dividends,
resulting from the investment of any original proceeds (as
referenced in clause (i) above) or investment proceeds (as
referenced in this clause (ii)) in Nonpurpose Investments,
increased by any profits and decreased (if necessary, below
zero) by any losses on such investments, excluding investment
proceeds which become transferred proceeds (determined in
accordance with applicable Regulations) of obligations issued
to refund in whole or in part the Bonds;

(iii) Transferred proceeds, namely, original proceeds of
any prior obligations, and interest earnings and profits less
losses resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any prior obligations and which are
deemed to become proceeds of the Bonds ratably as original
proceeds of the Bonds, and interest earnings and profits
resulting from investment of su~ original proceeds in
Nonpurpose Investments, which are used to discharge the



outstanding principal of any such prior obligations, all on the
date of such ratable discharge;

(iv) Sinking fund proceeds, namely, amounts, other than
original proceeds, investment proceeds or transferred proceeds
[as referenced in clauses (i) through (iii) above] of the Bonds,
which are held in any fund to the extent that the Issuer
reasonably expects to use such other fund to pay Debt Service;

(v) Amounts in the Reserve Accounts and in any other
fund established as a reasonably required reserve or replacement
fund;

(vi) Investment Property pledged as security for payment
of Debt Service on the Bonds by the Issuer;

(vii) Amounts, other than as specified in this definition,
used to pay Debt Service on the Bonds; and

(viii) Amounts received as a result of investing amounts
described in this definition.

t~¢~ ¯ . "Gross Revenues" means the aggregate gross operating and non-operating
7~!!i:- revenues of the System, as hereinafter defined, determined in accordance with generally

:::::: accepted accounting principles, after deduction of prompt payment discounts, if any, and
reasonable provision for uncollectible accounts; provided, that "Gross Revenues" does not
include any gains from the sale or other disposition of, or from any increase in the value of,

fital assets (including Qualified Investments, as hereinafter defined), or any Tap Fees, as
hereinafter defined.

"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
~r for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.

¯

"Investment Property" means any security (as said term is defined in Section
165(g)(2)(A) or (B) of the Code), obligation, annuity contract or investment-type property,



excluding, however, obligations the interest on which is excluded from gross income under
Section 103 of the Code for federal income tax purposes.

"Issuer" or "District" means the Shady Spring Public Service District, a public
corporation and political subdivision of the State.

"Loan Agreement" means the Water Pollution Control Revolving Fund Loan
Agreement dated October 23, 1998, by and among the Authority, the DEP and the Issuer
providing for the purchase of the Bonds from the Issuer by the Authority which is attached
as Exhibit B hereto and incorporated herein by reference.

"Net Proceeds" means the face amount of the Bonds, plus accrued interest and
premium, if any, less original issue discount, if any, and less proceeds deposited in the
Reserve Accounts. 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 Bonds, without regard to whether or not such investment is made in tax-exempt
obligations.

"Net Revenues*~ means the balance of the GrOss RevenueS remainingafter
deduction of Operating Expenses, as hereinafter defined.

"Nonpurpose Investment" means any Investment Property which is acquired
with the Gross Proceeds of the Bonds and is not acquired in order to carry out the
governmental purpose of the Bonds.

"Operating Expenses" means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System, as hereinafter def’med 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 Projects, fees and
expenses of the Authority, fiscal agents, the Depository Bank, Registrar and Paying Agent,
other than those capitalized as part of the Costs of Projects, payments to pension or
retirement funds, taxes and such other reasonable operating costs and expenses as should
normally and regularly be included under generally accepted accounting principles; provided,
that "Operating Expenses" does not include payments on account of the principal of or
redemption premium, if any, or interest on the Bonds, charges for depreciation, losses from
the sale or other disposition of, or from any d~rease in the value of, capital assets,
amortization of debt discount or such miscellaneous deductions as are applicable to prior
accounting periods.
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"Original Bonds" or "Bonds" means not to exceed $900,000 Shady Spring
Public Service District Sewer System Revenue Bonds, Series 1998B.

"Outstanding," when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered except

¯ (i) any Bond canceled by the Bond Registrar at or prior to said date; (ii) any Bond for the
payment of which moneys, equal to its principal amount and redemption premium, if
applicable, with interest to the date of maturity or redemption shall be in trust hereunder and
set aside for such payment (whether upon or prior to maturity); (iii) any Bond deemed to
have been paid as provided in Article X hereof; and (iv) for purposes of consents, notices or
other action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.08 hereof.

"Paying Agent" means the Commission.

"Prior Bonds" means the District’s Sewer Revenue Bonds, Series 1982B~.
issued in the original principal amount of $795,515 (the "Series 1982B Bonds"), the
District’s Sewer Revenue Bonds, Series 1994A, issued in the original principal amount of
$170,532 (the "Series 1994A Bonds") the District’s Sewer Revenue Bonds, Series 1996A,
issued in the original prinicpal amount of $151,800 (the "1996A Bonds,") the District’s
Sewer Revenue Bonds, Series 1997B, issued in the original principal amount of $179,000

"Series 1997B Bonds") the District’s Sewer Revenue Bonds, Series 1997C Bond issued
in the original principal amount of $2,500,000 (the "Series 1997C Bonds") the District’s
Sewer Refunding Revenue Bonds, Series 1997D issued in the original principal amount of
3,056,954.52 (the "Series 1997D Bonds"), the District’s Sewer Refunding Revenue Bonds,
Series 1998A issued in the original principal amount of $1,202,100 (the "Series 1998A
Bonds"), and collectively with the Series 1982B Bonds, Series 1994A Bonds, the Series
1996A Bonds, the Series 1997B Bonds, the Series 1997C Bonds, the Series 1997D Bonds
and the Series 1998A Bonds, ( the "Prior Bonds").

"Prior Resolutions" means the District’s Sewer Revenue Bonds, Series 1982B
Bond Resolution adopted August 1, 1982, the District’s Sewer Revenue Bonds, Series
1994A Bond Resolution adopted June 6, 1994, the District’s Sewer Revenue Bonds, Series
1996A Bond Resolution adopted April 25, 1996, the, District’s Sewer Revenue Bonds, Series
1997B Bond Resolution adopted June 24, 1997, the District’s Sewer Revenue Bonds, Series
1997C Bond Resolution adopted June 24, 1997, the District’s Sewer Revenue Refunding
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Bonds, Series 1997D Bond Resolution adopted June 24, 1997, and the District’s Sewer
Revenue Bonds, Series 1998A Bond Resolution adopted November 25, 1998 by the Board
with respect to 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 carded on by a person other than
a natural person, including all persons "related" to such person within the meaning of Section
144(a)(3) of the Code, excluding, however, use by a state or local governmental unit and use
as a member of the general public. All of the foregoing shall be determined in accordance
with the Code, including, without limitation, giving due regard to "incidental use," if any, of
the proceeds of the issue and/or proceeds used for "qualified improvements," if any.

"Program" shall mean the planning and design of certain extensions, additions,
betterments and improvements to the sewerage facility program coordinated through the
capitalization grants program established under the Clean Water Act and administered by the
DEP.

"Project" means the acquisition of the facility and construction of certain
extensions, additions, betterments and improvements to the sewerage facility by the Issuer

substantially as described in Exhibit A attached hereto and incorporated herein by reference.

"PSC" means the Public Service Commission of West Virginia and any
successors to the functions thereof.

"PSC Order" means the recommended decision of the PSC in Case No. 98-
0490-S-PSD-PC which grants the Issuer approval of financing.

"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

(b) Bonds, debentures, notes 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 l~nd Banks; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;
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(c) Any bond, debenture, note, participation certificate or other
similar obligation 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;

(d) Time accounts, (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking arrangements)
which, to the extent not insured by the FDIC, shall be secured by a pledge of
Government Obligations, provided, that such Govemment Obligations pledged
either must mature as nearly as practicable coincident with the maturity of said
time account or must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said time account;

(e) Money market funds or similar funds, the only assets of which
are investments of the type described in paragraphs (a) through (d) above;

(f) Repurchase agreements, fully secured by investments of the .....
types described in paragraphs (a) through (d) 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 paid
repurchase agreements, and provided further that the owner of such repurchase
agreement shall have a prior perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such collateral; and
such collateral must be free of all claims by third parties;

(g) The "consolidated fund" (or any distinct portion thereof)
managed by the West Virginia Investment Management Board pursuant to
Article 6, Chapter 12 of the Code of West Virginia, 1931, as amended; and

(h) Advance-Refunded Municipal Bonds.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established or continued by Section 5.01 (2).
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"Reserve Account" means the .account in the Sinking Fund, as hereat~er
defined, created by Section 5.02(1)(a) hereof.

"Reserve Requirement" means as of any date of calculation the maximum
amount of principal and interest with will become due on the Bonds in the then current or
any succeeding year.

"Resolution" shall mean this Resolution, as from time to time amended or
supplemented.

5.01(I)..             "Revenue Fund" means the Revenue Fund established or continued by Section

"SRF Administrative Fee" means any administrative fee required to be paid
pursuant to the Loan Agreement.

"SRF Regulations" means the regulations set forth in Title 47, Series 31 of the
West Virginia Code of State Regulations.

"Secretary" means the Secretary of the Governing Body of the Issuer.

"Series 1982 B Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.04(L) issued August 1, 1982, in the original amount of $795,515.

"Series 1994 A Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.04(L) issued June 8, 1994, in the original amount of $170,532.

"Series 1996A Bonds" means the Sewer Revenue Bonds of the Issuer
described in Section 1.04(L) issued April 25, 1996, in the original amount of $151,800.

"Series 1997B Bonds" means the Sewer Revenue Bonds of the Issuer
described in Section 1.04(L) issued June 24, 1997, in the original amount of $179,000.

"Series 1997C Bonds" means the Sewer Revenue Bonds of the Issuer
described in Section 1.04(L) issued June 24, 1997, in the original amount of $2,197,304.
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"Series 1997D Bonds" means the Sewer Revenue Refunding Bonds of the
Issuer described in Section 1.04(L) issued June 24, 1997, in the original amount of $3,052,954.52.

"Series 1998A Bonds" means the Sewer Revenue Refunding Bonds of the
Issuer described in Section 1.04(L) issued November 25, 1998, in the original amount of
$1,202,100.

"Sinking Fund" mean the Sinking Fund established by Section 5.02(1) hereof.

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution of the Issuer supplementing
or amending this Resolution and, when preceded by the article "the," refers specifically to
the supplemental resolution or resolutions authorizing the sale of the Bond; provided, that
any matter intended by this Resolution to be included in the Supplemental Resolution with
respect the Bond and not so included may be included in another Supplemental Resolution.

"Surplus Revenues" me~s ~e Net Revenues not required by this Resolution
or ~e Prior Resolutions to be set ~ide ~d held for ~e payment of or sec~i~ for ~e Bonds,
the Prior Bonds or any other obligations of the Issuer, including but not limited to the
Renewal ~d Replacement F~d, ~e Rese~e Accosts ~d Sinking Funds, the proceeds of
which Bonds or o~er obligations ~e to be used to pay Costs of the Projects

"System" means the public service properties for the collection, treatment,
purification or disposal of liquid or solid wastes, sewage or industrial wastes, owned by the
Issuer, and any improvements or extensions thereto, both within and without the boundaries
of the District, and shall include any extensions, additions, betterments and improvements
thereto, including the facility as described in Exhibit A, hereatter acquired or constructed for
said sewerage system from any sources whatsoever, both within and without said District.

"Tap Fees" means the fees, if any, paid by prospective customers of the System
~n order to connect thereto.

"Yield" means that yield which, when used in computing the present worth of
all payments of principal and interest (or other payments in the case of Nonpurpose
Investments which require payments in a form not c]aaractedzed as principal and interest) on
a Nonpurpose Investment or on the Bond, produces an amount equal to the Purchase Price



of such Nonpurpose Investment or the Bond, all computed as prescribed in applicable
Regulations.

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 shall include the plural number in each case
and vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, feminine or neutral gender shall include any other gender.

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

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

Section 1.03. Resolution Constitutes Contract. In consideration of the
acceptance of the Bond 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 Bondholders and the covenants and agreements herein set forth to be

by the Issuer shall be for the benefit, protection and security of the Registered
Owners of any and all such Bonds, all of which shall be of equal rank and without

priority or distinction between any one Bond and any other Bonds by reason of
priority of issuance or otherwise, except as expressly provided therein and herein.

Section 1.04. Findings. It is hereby found, determined and declared as
follows:

A. The Issuer is a public corporation and political subdivision of the State
in Raleigh County, West Virginia.

B. The Issuer presently owns and operates a public sewerage system.

C.    It is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer, that there be acquired the facility and constructed, the Project,
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consisting of certain improvements, extensions or betterments to the facility, as described in
Exhibit A attached hereto at an aggregate estimated cost of not more than $900,000 in
accordance with plans and specifications to be prepared by the Consulting Engineers, which
plans and specifications following approval by DEP will be on file with the District.

D. The estimated revenues to be derived in each year atter completion of
the Project from the operation of the System will be sufficient to pay all the costs of the
operation and maintenance of the System, the principal of and interest on the Bonds and the
Prior Bonds and all sinking funds, reserve accounts and other payments provided for herein,
in the Prior Resolutions and in the PSC Order.

E.    The estimated maximum cost of the acquisition and construction of the
Project is $900,000, which will be permanently obtained from the Bonds herein authorized.
The Issuer may obtain such other grants and contributions or from other sources as may be
necessary to pay Costs of the Projects.

F.    ~e period ofuse~lness of~e System a~er completion of~e Projec~
will not be less th~ ~en~ (20) years.

~. G. It is deemed necessary for the Issuer to issue its sewer system revenue
.~i:: bonds in the aggregate principal amount of not more than $900,000 initially to be represented

by a single bond, being the Shady Spring Public Service District Sewer System Revenue
Bonds, Series 1998B, to permanently finance the costs of acquisition of the facility and

’ construction of the Project. Said costs shall be deemed to include the cost of all property
rights, easements, and franchises deemed necessary therefor; the cost of the acquisition of
the facility and construction of said extensions, additions, betterments and improvements to

Systemm, funding the Reserve Account and any other expenses necessary, incidental,
desirable or appurtenant to the acquisition and construction of the Project and such
replacements as are necessary therefor; the Tap Fee; the cost of interim financing for such
Project; interest on the bonds, prior to, during and for six months atter the estimated date of

of acquisition and construction of the Project; engineering and legal expenses;
expenses for estimates of costs and revenues; expenses for plans, specifications and surveys;
expenses for the service of registrars, paying agents, depositories or other agents in
connection with the issuance of the Bonds, and such other expenses as may be necessary or
desirable to said construction and acquisition of the project and placing the same in operation
and the financing authorized by this Resolution. ~
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H. It is in the best interests of the Issuer that the Series 1998B Bonds be
sold to the Authority pursuant to the terms and provisions of the Loan Agreement.

I. It is in the best interest of the Issuer that the Series 1998B Bond be
secured by and payable from the Net Revenues of the System on a parity with the Prior
Bonds.

J. It is in the best interests of the Issuer that its Series 1998B Bonds be sold
to the Authority pursuant to a Loan Agreement and made a part hereof, to take advantage of
the favorable terms available to the Issuer.

K.    The Issuer has complied with all requirements of West Virginia law
relating to authorization of the acquisition of the facility and construction, operation of the
Project and issuance of the Bonds, or will have so complied prior to issuance of any thereof,
including, among other things, the obtaining of the PSC Order, the time for rehearing and

of which have expired and the written approval of the West Virginia Infrastructure
and Jobs Development Council. ....

L.    There are outstanding obligations of the Issuer which will rank either
on a parity with or junior or subordinate to the Bond as to liens, pledge and source of and
security for payment, which obligations are designated and have the lien positions with
respect to the Bond as follows:

.~. Desi_maation Lien Position

Water Development Authority - Sewer
Revenue Bonds, Series 1982B dated
August 1, 1982, issued in the original
principal amount of $795,515
(the "Series 1982 B Bonds");

Water Development Authority - Sewer
Revenue Bonds, Series 1994A dated
June 6, 1994, issued in the original
principal amount of $170,532
(the "Series 1994A Bonds");

First Lien (Parity)

First Lien (Parity)
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Water Development Authority - Sewer
Revenue Bonds, Series 1996A dated
April 25, 1996, issued in the original
principal amount of $151,800
(the "1996A Bonds").

United States Department of Agriculture
Rural Utilities Service - Sewer Revenue
Bonds, Series 1997B dated June 24, 1997,
issued in the original prinicpal amount
of $179,000
(the "Series 1997B Bonds")

Water Development Authority - Sewer
Revenue Bonds, Series 1997C dated
June 24, 1997, issued in the original
principal amount of $2,197,304
(the "Series 1997C Bonds");

Water Development Authority - Sewer
Revenue Refunding Bonds, Series 1997D
dated June 24, 1997, issued in the original
principal amount of $3,056,954.52
(the "Series 1997D Bonds");

Water Development Authority - Sewer
Revenue Bonds, Series 1998A

:. dated November 25, 1998, issued in the original
¯ ; principal amount of $1,202,100

(the "Series 1998A Bonds");

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

The Series 1982B Bonds, the Series 1,994A Bonds, the Series 1996A Bonds,
. the Series 1997B Bonds, the Series 1997C Bonds, Series 1997D Bonds, and the Series

:~ 1998A Bond are hereinafter called the "Prior Bonds."

- 16 -



The Bonds shall be issued on a parity with the Prior Bonds with respect to the
liens, pledge and source of and security for payment and in all other respects the Issuer has
complied with the requirements for issuance of parity bonds in the Prior Resolutions. Other
than the Prior Bonds, there are no outstanding bonds or obligations of the Issuer which are

by the revenues or assets of the System.

"         M. The Issuer has, by certification from an independent certified public
"accountant, met the parity tests of the Prior Resolutions.
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ARTICLE II

AUTHORIZATION OF EXTENSIONS, ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO SYSTEM

Section 2.01. Authorization of I~¢la~i0ns. Additions. Betterments and
l_rnprovements. There is hereby authorized the acquisition of the facility and construction of
the Project in accordance with plans and specifications prepared by the Consulting
Engineers, approved by DEP and the Issuer and is on file in the office of the Board.

Prior to issuing the Bonds for the acquisition of the facility and construction
of the Project, the Issuer must receive acceptable bids or enter into contracts for the
acquisition of the facility and construction of the Project, compatible with the financing plan
submitted to the Program.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BOND; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3,01. Authorization 9.fBond. For the purposes of financing a portion
."the costs, not otherwise provided, of the acquisition of the facility and construction of the

’ Project, funding a reserve account for the Bond, and paying certain costs of issuance and
~lated costs, or any of such purposes as shall be specified in the Supplemental Resolution,
i there shall be issued negotiable bonds of the Issuer in an aggregate principal amount of not

than $900,000 for the Series 1998B Bond. Said Bond shall be issued as one bond to
designated "Shady Spring Public Service District Sewer System Revenue Bonds, Series

998B." Original Bonds shall be dated as of the date of delivery thereof, shall bear such
i’interest, shall mature at such times, not exceeding twenty-one (21) years after the date of

:~iii:~ issuance, and in such amount as shall be set out in Schedule X to the Loan Agreement and
. the Supplemental Resolution. The Original Bonds shall not bear interest during the

.acquisition and construction period but interest shall commence accruing on the completion
~ date as defined in the SRF Regulations, provided that the annual repayment of principal and

~p-~m//hi~ 0 fi-nt~r~sf~h-ail--b~gi~--n~t-iater-ffi-~-~r~e (i) ~y-~ar--~r--~~-0-m~ie~i~n-d~j:f~a~
of principal and interest on the Bonds shall be as set forth on Schedule Y to the

Agreement. The Bonds shall contain such other terms, provisions, conditions and
all as provided by this Resolution and the Loan Agreement and as the Governing

Board of the Issuer shall prescribe by resolution (or by supplemental or amendatory
::~ii~!:.i: Resolutlon of said Governing Board as said Governing Board shall determine) adopted in
:!:~ii.:(!! connection with the sale of such Bonds. The SRF 1% Administrative Fee shall be paid
~ii iquarterly.

The Bonds shall be payable as to principal at the principal office of the Paying
nt in any coin or currency which, on the dates of payment of principal is legal tender for

~:~: the payment of public or private debts under the laws of the United States of America.
Interest on the Bonds shall be paid by check or draft mailed to the registered owner thereof

at the address as it appears on the books of the Bond Registrar, provided, that so long as the
i Authority is the owner thereof, interest on the Bonds may be paid by wire transfer or other

. methods satisfactory to the Issuer, the Paying Agent and the Authority.

Unless otherwise provided by the Supl~lemental Resolution, the Bond shall be
issued in the form of a single bond, fully registered to the Authority, with a record of
¯ advances and a payment record attached, representing the aggregate principal amount, and
shall mature in principal installments, all as provided in the Loan Agreement and said
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Bondholder for other fully registered Bond in aggregate principal amount equal to the
amount of said Bonds then Outstanding, with principal installments or maturities, as
applicable, corresponding to the dates of payment of principal installments of said Bonds;
provided, that the Authority shall not be obligated to pay any expenses of such exchange.

Subsequent series of bonds may be issued in fully registered form, in the
denomination of $5,000 or any integral multiple thereof, all as determined by a Supplemental
Resolution. Said Bonds shall be dated as of the date specified in said Supplemental

and shall bear interest from such date.

Section 3.02. [Reserved]

Section 3.03. Additional Terms _0.f~. In addition to the terms set forth in
Section 3.01 hereof and in anticipation of the sale of the Bonds to the Authority, the District
covenants that the Bonds shall comply in all respects with the provisions of the Loan
Agreement and of any resolution of the Authority and/or DEP.

Section 3.04. Execution 9.fBond. The Bonds shall be executed in the name
Issuer by the Chairman, and the seal of the Issuer shall be affixed thereto or imprinted

thereon and attested by the Secretary-Treasurer. In case any one or more of the officers who
shall have signed or sealed any of the Bonds shall cease to be such officer of the Issuer
before the Bonds so signed and sealed have been actually sold and delivered, such Bonds
may nevertheless be sold and delivered as herein provided and may be issued as if the person

signed or sealed such Series 1998B Bond has not ceased to hold such office. Any Bond
imay be signed and sealed on behalf of the Issuer by such person as at the actual time of the
execution of such Bond shall hold the proper office in the Issuer, although at the date of such

Bond such person may not have held such office or may not have been so authorized.

l~,i
~i~i:~- Section 3.05. Authentication and Registration. No Bond shall be valid or

~(~. ~i 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 forms set forth in Section 3.10, shall have been manually executed by the Bond Registrar.

beAny such executed Certificate of Authentication and Registration upon anYandSUChdeliveredBOndunderShallconclusive evidence that such Bond has been authenticated, registered
this Resolution. The Certificate of Authentication, and Registration on any Bond shall be
deemed to have been executed by the Bond Registrar if manually signed by an authorized
officer of the Bond Registrar, but it shall not be necessary that the same officer sign the
Certificate of Authentication and Registration on all of the Bonds issued hereunder.
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Section 3,06. ]~[gg91igd~, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Bonds shall be and have all of the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
state, and each successive Holder in accepting any of said Bonds shall be conclusively
deemed to have agreed that such 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 Bond shall
be incontestable in the hands of a bona f_ldg holder for value.

So long as any of the Bonds remain Outstanding, the Issuer, through the Bond
Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

The Bond shall be transferable only upon the books of the Bond Registrar, by
the Registered Owner thereof in person or by his attorney duly authorized in writing, upon
surrender thereto together with a written instrument of transfer satisfactory to the Bond
Registrar duly executed by the Registered Owner or his duly authorized attorney.

In all cases in which the privilege of exchanging the Bonds or transferring the
Bonds is exercised, the 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 Bond Registrar. For every such exchange or transfer of Bond, the Bond
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 exchange or transfer and the cost of preparing
each new Bond upon each exchange or transfer, and any other expenses of the Bond

gistrar incurred in connection therewith, which sum or sums shall be paid by the Issuer.
The Bond Registrar shall not be obligated to make any such exchange or transfer of the
Bonds during the period commencing on the fifteenth day of the month preceding an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the selection of the Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.07. Bonds Mutilated, Destroyed, Stolen or Lost. In case any Bond
shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue,
and the Bond Registrar shall, if so advised by the Issuer, authenticate and deliver, a new
Bond of the same series and of like tenor as the Bond~ so mutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated Bond, upon surrender and cancellation of
such mutilated Bond, or in lieu of and substitution for the Bond destroyed, stolen or lost, and
upon the Holder’s furnishing proof of its ownership thereof and satisfactory indemnity and
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complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
surrendered shall be canceled by the Bond Registrar and held for the accourit of the Issuer.
If any such Bond 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 Bond
be lost, stolen or destroyed, without surrender thereof.

Any such duplicate Bonds issued pursuant to this Section shall constitute
original, additional contractual obligations on the part of the Issuer, whether or not the lost,
stolen or destroyed Bonds be at any time found by anyone, and such duplicate bonds shall
be entitled to equal and proportionate benefits and fights as to lien and source of security for

from the herein with all other bonds issued hereunder.payment revenuespledged

Section 3,08. Bonds not to be Indebtedness 9__fthe Issuer. The Bonds shall not,
in any event, be or constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein provided and amounts, ifany,

in the Reserve Account No Holder or Owners of any of the Bonds shall ever have the right
compel the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the

interest thereon.

Section 3.09. Bonds Secured ILY ~ ~t’Net Revenues. The payment of the
debt service on all the Bonds shall be secured forthwith equally and ratably with each other
by a f’rrst lien on the Net Revenues derived from the System and Facility on a parity with the "
lien on such Net Revenues in favor of the Holders of the Prior Bonds. Such Net RevenUrs
in an amount sufficient to pay the principal of and interest on and other payments for the
Prior Bonds and the Bonds and to make the payments into the Sinking Funds, the Reserve
Account herein and in the Renewal and Replacement Fund hereinafter continued or
established and to make the payments requested by this Resolution, the Prior Resolutions,
and are hereby irrevocably pledged to the payment of the principal of and any interest on the
Bonds as the same become due.

Section 3.10. Form of Series 1998B Bond. The text of the Series 1998B Bond
shall be in substantially the following form, with such omissions, insertions and variations
as may be necessary and desirable and authorized or permitted hereby, or by any
Supplemental Resolution adopted prior to the issu~ce thereof.
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REVENUE BOND, SERIES 1998B

$839,000

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a 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 special funds provided therefor, as hereinafter set forth, to the West

~;~’,~0W°ra:~)~e~: ~Pa~ne°nutntA:hs~l ltYh(atvhee ~eAe~a~a~)e~%°r~t~sl:::deral~:~egn~dt~ere ~n~[
. . . ,, ,,prewously repaid, as set forth ~n the Record of Advances attached as Exhibit A hereto and

incorporated herein by reference, in installments on the 1st day of June, the 1st day of
iSeptember, the 1st day of December and the 1st day of March in each year beginning June
1, 1999, as set forth on the "Schedule of Annual Debt Service" attached as Exhibit B hereto
and incorporated herein by reference, with interest on each installment at the rate of zero
: percent (0%) per annum as set forth on said Exhibit B. The SRF Administrative Fee of 1%
shall also be payable quarterly on the 1 st day of June, the 1 st day of September, the 1 st day
of December and the 1 st day of March of each year beginning June 1, 1999 as set forth on
Exhibit B attached hereto.

Principal installments of this Bond are payable in any coin or currency which,
on the respective dates of payment of principal, is legal tender for the payment of public and
private debts under the laws of the United States of America, at the office of the West

Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
Division of Environmental Protection, a division of the West Virginia Bureau of
Environment (the "DEP"), and upon the terms and conditions prescribed by, and otherwise
in compliance with, the Loan Agreement dated October 23, 1998 among the Authority, the
DEP and the Issuer.
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This Bond is issued in the aggregate principal amount of $ 839,000 (i) to pay
the costs of acquisition of the facility and construction of certain improvements and
extensions to the sewerage system of the Issuer (the "Project"), (ii) to fully fund the Reserve
Account; and (iii) to pay certain costs of issuance hereof and related costs. This Bond is
issued under the authority of and in full compliance with the Constitution and statutes of the
State of West Virginia, including,, p ~a~.,icularly Chapter 16, Article lag of the Code of West
Virginia, 193 l, as amended (the Act ), a Resolution the Issuer on the 17thdulyadoptedby
day of December, 1998, and a Supplemental Resolution adopted by the Issuer on the 17th
day of December, 1998 (collectively called the "Resolution"), and is subject to all the terms
and conditions thereof. The Resolution provides for the issuance of additional bonds under
Certain conditions, and such bonds would be entitled to be paid and secured equally and
ratably from and by the funds and revenues and other security provided for the Bonds under
the R solution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT S PRIOR BONDS, AS DEFINED IN
THE RESOLUTION

¯ This Bond is payable only from and secured by a pledge of the Net Revenues
defined in the Resolution) to be derived from the operation of the System on a parity with
pledge of Net Revenues in favor of the holders of the Prior Bonds and moneys in the

Account created under the Resolution and unexpended proceeds of the Bond (the
Proceeds"). Such Net Revenues shall be sufficient to pay the¯ principal of and interest

all bonds which may be issued pursuant to the Act and which 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 or statutory provisions
.or limitations, nor shall the Issuer be obligated to pay the same or the interest thereon except

said special fund provided from the Net Revenues, the moneys in the Reserve Account
unexpended Bond Proceeds. Pursuant to the Resolution, the Issuer has covenanted and

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 to provide for the
reasonable expenses of operation, repair and maintenance of the System, and to leave a

each year equal to at least 115% of the amount required to pay the maximum amount
due in any ensuing fiscal year of principal of and interest, if any, on all obligations on a

~parity with or prior to the Bonds including the Prigr Bonds payable from such revenues,
~ however, that so long as there exists in the Reserve Account an amount equal to the
maximum amount of principal and interest which will become due on said Bond in the then
current year or any succeeding year and the reserve account for any other obligations
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outstanding on a parity with the Bond including the Prior Bonds, is funded at an amount at
least equal to the requirement therefor, such percentage may be reduced to 110%. The Issuer
has entered into certain further covenants with the registered owners of the Bonds for the
terms of which reference is made to the Resolution. Remedies provided the registered
owners of the Bonds are exclusively as provided in the Resolution, to which reference is here
made for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Resolution, only upon the books of the Bank One, West
Virginia National Association, Charleston, West Virginia as registrar (the "Registrar") by the
Registered Owner, or by its attorney duly authorized in writing, upon the surrender of this
Bond together with a written instrument of transfer satisfactory to the Registrar duly
executed by the Registered Owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond under the
provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law, shall be
applied solely to the payment of the costs of the Project described in the Resolution, and
there shall be and hereby is created and granted a lien upon such moneys, until so applied,
in favor of the owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED .that all acts,
conditions and things required to exist, happen and be performed precedent to and in the
issuance of this Bond have existed, have happened, and have been performed in due time,
form and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the revenues of the System has

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, resolutions and 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.           ¯
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IN WITNESS WHEREOF, SHADY SPRING 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-Treasurer, and has caused this Bond to be dated
December 17, 1998.

[SEAL]

ATTEST:

Secretary

Chairman
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CERTIFICATE OF AUTHENTICATION A.ND. REGISTRATION

This Bond is one of the Series 1998B Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

Date: December 17, 1998

Bank One, West Virginia, National Association,
as Registrar

By
Its Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

DATE AMOUNT DATE

(1) $834,817
(2) $
(3)$
(4) $
(5)$
(6) $

December 17, 1998 (7) $
(8) $
(9) $

(lo) $

(12)$

TOTAL $



EXHIBIT B

Glade Springs System Purchase for Shady Spring PSD, WV
SRF Loon .~o. C-544254

$839,000; 20 Year~: O~ Interest; 1~,~ Administrative Fee

BF_~T SERVICE SCHEDULE

12/01/19@8 -
3~1 I1 g9¢J
8/01119~9 . 10,487.50 - 10,~.~
~111~ 1~,~7.~ - ~ . t0,~7.~

1~1/1~ 10.~.~ - 10,~7.~
~1~ 10,~7.~ - 10,~7.~
~I~ 10.~7.~ - I 0,~.~
~I~ 10,~7~ I0,~.~

~I~ I0,~7.~ I0,~.~
~I~I 10,~7.~ I 0,~7.~
~I~1 I 0,~7.~ I0,~.~
~ ~ ~ 0,~7.~ I 0,~.~

I ~ ~I t 0,~7.~ t 0.~7~
~t~ 10,~7.~ .... ~9,~7.~
~ ~2 ~ 0,~7.~ 10,~.~
~1 ~ ~ 0,~7.~ ~ 0,~7.~

t~l~ 10.~7.~ 10,~7.~
~1~ 10,~7.~ 10,~7.~
~t ~ 10,~7. ~ 10,~7.~
~1~ 10,~7.~ 10,~7.~

1 ~t ~3 10,~7~ 1.0,~7.~
~1~ 10.~7.~ 10,~7.~
~1 ~ 10,~7.~ 10,~7.~
~1~ 10~7.~ 10,~7.~

1~1~ 10,~7.~ 10,~.~
~1~ 10,~.~ 10,~7.~
~1~ 10,~.~ 10,~.~
~1 ~ 10,~7.~ 10,~7.~

1~1~ 10,~7.~ 10.~7.~
~1~ 10,~7.~ 10,~.~
~1~ 10,~7.~ 10,~.~
~1~ 10,~7.~ t 0,~7.~

1~1~ 10,~7.~ 10,~7.~
~1~7 10,~.~ 10,~7.~
~1 ~ 10,~7.~ 10,~7.~
~1~7 10,~7.~ 10,~7.~

~ ~1 ~7 10,~7.~ 10,~7.~
~1~ 10,~7.~ 10,~7.~
~1 ~ 10,~7.~ 10,~7.~
~1~ 10,~7.~ 10,~7.~

1 ~1~ 10,~7.~ I0,~7.~
~1~ I0,~.~ 10,~7.~
~1 ~ 10,~7.~ # 10,~7.~
~1~ 10,~7~ 10,~.~

1 ~1~ 10,~7.~ 10,~7.~
~1~10 10,~7.~ 10,~7.~
~1~10 10,~7.~ 10,~7.~

Baker Watts.

Virginia Pub Bc Finance Department

Pile = SRFGLADE. i O I 998- $INGL~ PORPOSE

10/19/1998
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IOCT-2D- 1998 11:03 JACKSON g KELLY 304 340 1129 P.09/13

Glade Springs System Purchase for Shady Spring PSD, WV
SRFLoan No. C-544254

$839,000:20 ]’ears: 0°~ Interest; 1~ Administrative Fee

DEBT SERVICE SCHEDULE

::’;’~):~x’"’~’~"~¢t’~’~R’~’~ ’ ~"~b!~""�’ ~’~1~ .....~" ~ ~ ,~ . .~’,-u.~ ~ ’~" .’ ~’,~,’ ,~,~.~,~ ....,~’ ’~,,~ ~,~,~    ’~

12/0111 ~
3/01/1999
8/01119~
9/01119¢J9

12/0t/2)003

12/01/2004

12/01/2005

12/01/2006
3/01/2007

9/01/2007
12/01/2007

12/01/’2008

3/01/201 fl
6/01/2010

10,487.50 10,487.50
10,487.50 10,487.50
10.487..50 10,487.50
10,487.50 1
10,487.50 10,487.50
10,4~7.,50 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487.50 10,487
10,487.S0 10,467.50
10,487.50 t0,487..50
10,487.fi0 10,487.50
10,487.50 10,487.50
10,487.50 - 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487..50 . 10,487.50
10,487.50 10,487.50
10,487.50 - 10,487.50
10,487.50 - 10,487.50
10,487.50 - 10,467.50
10,487.50 - 10,.487.50
10,487.50 - 10.4~7.50
I0,4~7.50 10,487.50
10,487.50 - 1
10,487..50 - .!.0,487.50
10,487.50 - 10,487
10,487.50 . 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487.50 10,487..50
10,487.50
10,487.50 10,487.50
I 0,487.50 I0,487.50
10,487.50 � 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
10,487.50 10,487.50
1 O, 487.50 10,487.50
10,487.50 10,487.50

Baker War£�o

Vir£1nia Public Financ~ Department

Page 2
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:l-z~-i~o li:~3 JACKSON & KELLY 384 340 iI~9    P.18/13

Glade Springs System Purchase for Shady Spring PSD, WV
SRF Loan No. C..f442.~4

$839,000:20 Years; O~ Interest; 1~ Adm~mstrat~ve Fee

~,’01F~iO 10,487.50 - 10.4~7.50
1 ~J(~l/2010 I 0~7.~ - 10l~.~

.~1~11 10,~7.~ - 10,~.~
~I ~I I 10,~7.~ - I 0,~7.~
~1 ~11 10,~7.~ - 10,~7.~
~1~11 I 0.~7.~ - 10,~.~
~1~12 10,~.~ - 10,~7.~
~1 ~12 !0,~.~ - 10.~
~1~12 10,~7.~ - 10.~7.~

1~1~12 10,~7.~ - 10,~.~
~1~13 10,~7.~ - t0,~7.~
~1~13 10,~.~ - 10,~.~
~1~13 10,~7.~ - 10,~7.~

1~I~13 10.~.~ - 10.~.~
~ ~ 4 ~ 0.~7.~ ~ 0.~7.~
~1 ~14 10,~7.~ - 10,~.~
~1~14 10~.~ - 10,~.~

1~I~14 10.~7.~ - 10,~.~
~1~15 10.~7.~ - 10,~7.~
~1~15 10,~.~ - 10,~.~
~1~15 10,~7.~ - 10.~7.~

1~1~15 10,~.~ - 10~7.~
~1~16 10.~7.~ - 10,~7.~
~1~16 10.~7.~ - 10.~7~
~1~18 10,~7.~ - 10,~7.~

1 ~1~16 10,~7.~ - 10,~7.~
~I~17 10,~.~ - 10,~.~
~1~17 10,~7.~ - 10,~7.~
~1~17 10,~7.~ - 10.~.50

1~t~17 10,~7.~ - 10,~7.~
~1 ~18 10.~.~ - 10,~7.~
~I~1~ I 0,~7.~ - 10,~.~
~I~18 I0,~7.~ - I0,~7.~

1 ~1 ~18 10,~7.~ - 10,~.~
~I~19 10.~7.~ - 10,~.~

T~i II!.IlO0.O| *

Fit= - St~GLADE- I 01998- SEVGL~ PURPO~.
10/19/1998 9:38AM
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¯ ~0~T-20-1998 11:03 JACKSON & KELLY 3~4 348 1129 P. II/13

Glade Springs System Purchase for Shady Spring PSD, WV
SRFLoan No. C-J44254

$839,000; 20 Years: O~ Interest; l~ Administrative Fee

DEBTSERVICESCHEDULE

YIELD STATISTICS

Bond Year Do,am ............................................................................................................$8.737.25
Avmage ~ ....................................................................................................................t0.414 Yearn
Average Co~poft ..............................................................................................................

Net Intecest Co~t (NIC) ................................................................................................
Tn~ Interest Cod (TIC) ...................................................................................................-~.$1E-11
Bond Y~ld fo¢ IVldlral)~ Pta’posm; .............................................................................. -a.81E-11
All Inclus~v~ Cost (AIC].:. .................................................................................................0.9718216%

IRS FORM 8038

We~h~ed Average Maturity .............................................................................................10.414 Years

F, rri~, Baler Watt~,
10/19�19~8 9:38AM

P~e4



:-

JACKSON & KELLY 384 34~ 1129 P.12/13

Glade Springs System Purchase for Shady Spring PSD, WV
SRF Lo~n 3Io. C-544254

$839.0001 20 Yearx; 0% Interest; l~ Administrative Fee

NET DEBT SERVICE SCHEDULE
¯ .t’~%’~.c*;~’.,:,~*..,%:.~,,~.,’+~*’:":,!’~!¯ ", :.,y,’:’:’.’:".I~I1 ’ |"" ~:,i~t#’ " ~.,~"~,*’.~’?:Vx . ,

12/0111998
3/0111Gt19
6~01119~1
g/O111g~9

12/0111 999
3KI1F2000

12/01r2Q~
3/01/2001
6/01/2001
9/01/’2001

12/01/’2001

3/01/’2007
6/01/2007
8/01/’2007

12/01/2007

6/01/2008
9/01/2Ix~

12/01/2009
3/01/’2010
6KI1F2010

10,487.50
!0,487.50
10,487.50
t0,487.50
10,487’.$0 -
10,487.50
10,487.50
10,487.50
10,4~7.50
10,487.5O
10,487.50

10,487.50
10,487.50
10,487.50
10,487.50
10,487.50
10,487.50
10,487.50
10,487.50
10.487.50
.10,487.5~_
10,487.50
10,487.50
10,487.50
t0,487.50
10,487.50
10,487.50
10,,m7.50
10,487.50
10,487.50
10~487.50
10,487.50
10,487.50
10,487.50
10.487.50
~o,487.50
10,487.50
10,487.50
10,487.50
10,487.50
I0,487.50
10,487.50 -
10,487.50 -
10,487.50 -

10,487.50 2,097.r,n 12,585.00
10,487.50 2,071.29 12,558.79
~0,487.5O 2.045.07 ~2,532.57
10,487.50 2,0~8.B5 IZ5O6.35
S 0,487.50 1,1~2.83 12,480.| 3
10,487.50 1,966.41 12,45391
10,487.50 1,940.19 12~427.89
10,487.50 1,91 3.97 12,401.47
10,487’.50 1,887.75 12.375.25
10,487.50 1.861.54 12,34~.04
10,487.50 1,835.32 12,322.82
10,487.50 1,809.. 10 t 2,296.6O
10,487.50 1,782.88 12,270.3~
10,487.50 1 358.66 i 2,244.16
10,487.50 1,730.44 t2.217.94
10,487.50 1,704.22 12,191.72
10,487.50 1,678.00 12,165.50
10,487.50 1.651.79 12,139.29
10,487.50 1,825.57 12,113.07
10,487.50 1,599.35 12,01u;.65
10,487.50 1.573.13 12,060.63
10,487.50 1, _5~16.91 12, .0~4.41
10,487.50 1,520.89 12,008.19
~0,487.50 ~,404.47 ~ ~ ,98~ .97

10,487.50 1.442.04 11.929.54
10,487.50 1,415.82 11 ~903.32
10,4~’t.50 1,389.60 11,877.1 0
10,487.50 1,363.36 11,850.88
10,487.50 t .337.16 11,824.~tl
10,487.50 1,31 0.94 11,796.44
10,487.50 1~..284.72 11,772.22
10,487.50 1,258.50 11,748.00
10,487.50 1,232.29 11,71 9.79
10,487.50 1,206.07 11,693.57
10,487.5O 1,179.85 11,667.35
10,41~_ 7:50 1,153.83 11,641.13
10,487.50 1,127.41 11,81 4.91
~ 0,487.5O 1,101.19 11,568.69
10,487.50 1,074.97 11,582.47
10,48T.5O 1,048.75 11,538.25
10,487.50 1,022.54 11,510.04
10,487.50 996.32 11,483.82
10,487.50 970.10 11,487.50
10,487.50 943.88 11.431 38
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-28-1998 E~CKSON ~ KELLY P. 13/13

Glade Springs System Purchase for Shady Spring PSD, WV
SRFLoan No. C-5442J4

$839,000; 20 Years; O~ Interest; 1~ Administrative Fee

NET DEBT SERVICE SCHEDULE

,,,,..h,, .~.,,;~,X,~’~ra’; ~, :~ ~ ~’;~ ~:�~lt~’ ,, ’t ", ~,~’~ ’ r~ ~’~L"~._ ~n~;n~,~,~:,~v,~ ~ ~ ~", c,, ~, .,.~. ~.~,.~. ,..;~..1~...~;,.~l.~4~x~ ~ �.

;01,2010 10,4~7.50 10,4~7.50 |17.~ 11.40~.16
~0 t0,~7.~ - ~0,~7~ ~.~ ~,~.~
~1 ~11 10.~7.~ 10,~.~ ~.~ 11 ,~.~
~ ~ ~ ~ 0,~7.~ ~ 0.~7~ ~.~ ~ ~ ,~.~
~1~11 10,~.~ 10,~.~ 8127~ 11,~

1~1~11 I 0,~7.~ - 10,~7.~ 7~.57 11 ,~4.~
~1~12 I0,~.~ . . 10,~7.~ 7~.~ 11 t247.~
~1~12 10,~.~ - 10,~.~ ~A3 1 t ,~1 .~
~1~12 10,~7.~ 10,~7.~ ~7.91 11,1~.41

1~I~12 10,~.~ - I0,~7.~ ~1.~ 11,1~.19
~1~13 10,~.~ - 10,~.~ ~.47 11,1~.~
~1~13 10,~ - t0,~.~ ~.~ 11,116.~
~ ~ ~13 10,~.~ 10,~7.~ ~.~ 11 ,~.~

1~1~13 10,~7.~ - 10,~7.~ ~.~ 11 ,~.32
~1~14 10,~7.~ 10,~7.~ ~.~ 11,~.10
~1 ~14 10,~7.~ 10.~7.~ 524.~ t 1,011 .~
~1~14 10,~7.~ - 10,~.~ ~.16 10,~.~ , ,

1~1~14 10,~7.~ - 10,~7.~ 471 .~ 10,~.~
~1~15 10,~7.~ - 10,~.~ ~.~ 10,~
~1~15 10,~7.~ - 10.~7.~ 419.~ 10,~.~
~1~15 10,~7.~ 10,~.~ ~ 10,~.~

1 ~I~15 10,~7.~ - 10,~.~ ~.07 10,~.~
~1~16 10,~7,~ - 10,~.~ ~.~ 10,~.~
~1~1~ 10,~7.~ - 10,~7.~ 314.~ 10,~.13
~1~18 10,~.~ - 10,~.~ ~.41 10,~.gl
1~1~16 I0,~7.~ - 10,~7.~ ~2.1 g 10,7~.~
~1~17 ~ 0,~7.~ - 10,~.~ ~5.97 10,~.47
6/01F20! 7 10,4~7.50 - ~ 0,4~7.50 20g.75 ~ 0,697.25
~1~17 10,~.~ - 10,~.~ 1~.~ 10,~1.~
1~1~17 10,~7.~ - 10,~.~ 1~.32 ~0,~.~
~1~18 10,~7.~ - 10,~7.~ 131.10 10,618.~
~8 ~0,~.~ - ~0,~.~ . ~.~ ~.0,~:~ ......
~1~18 10,~7.~ 10,~7.~ ~.~ t0,~.16

1~1~18 10.~7.~ - 10,~7~ 52.~ 10,~.~
~1~19 10,~7.~ 10,~7.~ ~ 10,513.~

Total B3~,~OOJ)O - ~3~,000.00 ~4.141.1(I =23.14~.10

W~t ~irglnla Public Fi~an¢¢ D~partmMt

l~te = .~’~LADE- l O I 998- SZN~LE PU~
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Fol~n of Assignment

the

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

within Bond and does hereby irrevocably constitute and appoint
., Attorney to transfer said Bond on the books

for registration thereof with full power of substitution in the premises.

Dated:

the presence of:
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Section 3.11. Sale 9.f Qfigia~ Bonds; Ratification and Execution 9..f ~
Agr_q_e.IB.e~ with Authority. and DEP. The Bonds shall be sold to the Authority pursuant to
the terms and conditions of the Loan Agreement. If not so authorized by previous resolution,
the Chairman is specifically authorized and directed to execute the Loan Agreement and the
S̄ecretary-Treasurer is directed to affix the seal of the Issuer thereto, attest the same and

the Loan Agreement to the Authority, and any such prior execution and delivery of
the Loan Agreement is hereby authorized, ratified and approved.

Section 3.12. Certificate 9.fConsulting ~. Prior to the issuance of the
Bonds, the Issuer must obtain the certificate of the Consulting Engineers, in the form

to the SRF Loan Agreement, to the effect that the Project has been designed as

~iiiii::~ provided in the Program application and will be constructed in accordance with the approved
~i!!~ plans, .specifications and design as submitted to the DEP and the Authority, as the case may
~iilbe, that the Project will be adequate for the purposes for which it was designed, and the
~i:!i ~ funding plan as submitted to the DEP and the Authority is sufficient to pay the costs of the
~i.~i~!ii acquisition of the facility and construction of the Project.

SeCtion 3.13. Atoended Schedule A Filing. Within 60 days following the
Completion Date, the Issuer will file with the Authority its schedule, in substantially the

Schedule A" to the Loan Agreement, setting forth the actual costs of the
ect and sources of funds used therefor.

ARTICLE IV

[RESERVED]

ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment 9_f Funds and Accounts with ~ Bank.
The following special funds or accounts are created with and shall be held by the Depository
Bank separate and apart from all other funds or accounts of the Depository Bank and from
each other (or continue pursuant to Prior Resolutiol~s):

Revenue Fund;
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(2)

(3)

Renewal and Replacement Fund;

Bond Acquisition and Construction Trust Fund.

Establishment 9_f Funds and Accounts with Commissiorl.
following special funds or accounts are hereby established with the Commission:

(1)

The

Series 1998B Bond Sinking Funds;

(a) Within the Series 1998B Bond Sinking Funds, the Series
1998B Bond Reserve Account.

Section 5,03. 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 Section 5.03 of the Prior Resolutions and which is
continued hereby. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Resolution and shall be kept separate and distinct from all other funds of the Issuer
and the Depository Bank and used only for the purposes and in the manner therein and herein
provided. As long as the Prior Bonds are Outstanding, the Issuer shall make the payments
required by Section 5.03A of the Prior Resolutions and simultaneously make the payments

forth hereinafter.
¯.

~i~:!i.~.~i.~:
(1) From the Revenue Fund, the Issuer shall first each month pay the

~.~. current Operating Expenses of the System.

(2) Next from the moneys in the Revenue Fund, the Issuer shall on the first
day of each month, make the payments required by Section 5.03A(2) of the Prior Resolutions
and commencing on the first day of each month, 4 months prior to the first date of payment
of interest on the Series 1998B Bond, apportion and set apart out of the Revenue Fund and
remit to the Commission for deposit in the Series 1998B Bond Sinking Fund, a sum equal
to 1/3rd of the amount of interest which will mature and become due on said Series 1998B
Bond on the next ensuing quarterly payment date; provided that, in the event the period to
elapse between the date of such initial deposit in the Series 1998B Bond Sinking Fund and
the next quarterly payment date is less than 4 months, then such monthly payments shall be
increased proportionately to provide, one month prior to the next quarterly payment date.

(3) Next from the moneys in the Revenue Fund, the Issuer shall (a) on the
first day of each month, make the payment required by Sections 5.03A(3) of the Prior
Resolutions and, commencing 4 months prior to the first date of payment of principal on the
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Series 1998B Bond, apportion and set apart out of the Revenue Fund and remit to the
Commission for deposit in the Series 1998B Bond Sinking Fund, a sum equal to 1/3rd of the
amount of principal which will mature and become due on said Series 1998B Bond on the
next ensuing quarterly principal payment date; provided that, in the event the period to elapse

between the date of such initial deposit in the Series 1998B Bond Sinking Fund and the next
quarterly principal payment date is less than 4 months, then such monthly payments shall be
increased proportionately to provide, one month prior to the next quarterly principal payment
i date, the required amount of principal coming due on such date.

The Issuer shall complete the "Monthly Payment Form," the form of which is
~i~;:attached to the Loan Agreement as Exhibit F, and submit a copy of said form along with a

! copy of its remittance checks to the Authority by the 6th day of such calendar month.

(4) The Issuer shall next transfer from the Revenue Fund and make the
.payment required by Sections 5.03 A(4) of the Prior Resolutions commencing on the first

day of each month, 3 months prior to the first date of payment of principal of the Series
:i:. 1998B Bond, if not fully funded upon issuance of the Series 1998B Bond, apportion and set

out of the Revenue Fund and remit to the Commission for deposit in the Series 1998B
~iReserve Account, an amount equal to 1/120 of the Series 1998B Reserve Requirement;

that no further payments shall be made into the Series 1998B Reserve Account
there shall have been deposited therein, and as long as there shall remain on deposit

an amount equal to the Series 1998B Reserve Requirement.

(5) The Issuer shall next, from the moneys remaining in the Revenue Fund,
on the first day of each month, simultaneously with the payments listed above, transfer to the

and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,
exclusive of any payments for account of any Reserve Account (such amount to be inclusive

ii~ with Section 5.03A(5) of the Prior Resolutions, not in addition to). 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 VIII 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 the Prior Bonds Reserve Account, or the Series 1998B Bond 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 proml~tly eliminated with moneys from the
Renewal and Replacement Fund.
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Moneys in the Series 1998B Bond Sinking Fund shall be used only for the
purposes of paying principal of and interest on the Series 1998B Bond as the same shall
become due. Moneys in the Series 1998B Bond Reserve Account in the Sinking Fund shall
be used only for the purpose of paying principal of or interest on the Series 1998B Bond as
the same shall come due, when other moneys in the Sinking Funds are insufficient therefor,
and for no other purpose. Except for the funds required to be deposited in the Rebate Fund,
all investment earnings on moneys in the Reserve Account shall be transferred, not less than
once each year, to the Bond Acquisition and Construction Trust Fund prior to completion of

Projects and thereatter, to the Sinking Funds.

Any withdrawals from the Reserve Account which result in a reduction
in the balance of the Reserve Account to an amount below the Reserve Requirement shall

subsequently restored from the first Net Revenues available atter all required payments
the Sinking Funds for payment of debt service on the Bond have been made in full.

B.    As and when additional Bonds ranking on a parity with the Original
Bonds are issued, provision shall be made for additional payments into the Sinking Funds
sufficient to pay any interest on such additional Bonds and accomplish retirement thereof at ....
maturity and to accumulate a balance in the Reserve Account in an amount equal to the
Reserve Requirements.

The Commission is hereby designated as the fiscal agent for the administration
::of the Sinking Funds created hereunder, and all amounts required for said Sinking Funds
:: shall be remitted to the Commission from the Revenue Fund by the Issuer at the times
provided herein.

The payments into the Sinking Funds shall be made on the first day of each
~month, except that when the first day of any month shall be a Sunday or legal holiday then

payments shall be made on the next succeeding business day, and all such payments
be remitted to the Commission with appropriate instructions as to the custody, use and

’application thereof consistent with the provisions of this Resolution.

¯ . Moneys in the Reserve Account shall be invested and reinvested by the
Commission in accordance with Article VIII hereof.

The Sinking Fund, including the Rese~ce Account therein, shall be used solely
and only for, and is hereby pledged for, the purpose of servicing the Bonds and any
additional Bonds ranking on a parity with them that may be issued and Outstanding under

conditions and restrictions hereinafter set forth.



C.    Whenever all of the required and provided transfers and payments fi’om
the Revenue Fund into the several special funds, as hereinabove provided, are current and
there remains in said Revenue Fund a balance in excess of the estimated amounts required
to be so transferred and paid into the Sinking Funds, including the Reserve Account therein,

~ .!~ and the Renewal and Replacement Fund during the following month or such longer period
as shall be required by the Act, such excess shall be considered as surplus revenues (the
,’Surplus Revenue"). Surplus Revenues may be used for any lawful purpose of the Issuer

~ ~i D. The Issuer shall remit from the Revenue Fund to the Commission or the
Depository Bank, on such dates as the Commission or the Depository Bank, as the case may
be, shall require, such additional sums as shall be necessary to pay any Depository Bank’s

then due. The Issuer shall also remit from the Revenue Fund to the Authority, on
dates as the Authority and the DEP shall require, the Issuer’s allocable share of

reasonable administrative expenses of the Authority relating to the Program, if any.

E.    The moneys in excess of the maximum amounts insured by FDIC in the
Revenue Fund and the Renewal and Replacement Fund 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.

F.    If on any monthly payment date the revenues are insufficient to place
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

dates.

~::7
~i3 ~! ....

~,,~i~!: ! identify

~e be required to be made into the funds and accounts on the subsequent payment

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

the System.
H. The Gross Revenues of the System shall only be used for purposes of

I.    The Issuer shall each month, on the day set forth in Section 5.03A(2)
hereof(if such day is not a business day, then the next succeeding business day), deposit with
the Commission the SRF Administrative Fee as set forth in the Schedule Y attached to the
Loan Agreement.
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Section ~,04. Excess Bond Proceeds. The Issuer shall place any proceeds from
the Bonds not required for the Project Costs in the respective Reserve Account to the extent
that the balances therein are not equal to the respective Reserve Requirements.

APPLICATION OF ORIGINAL BOND PROCEEDS, FUNDS AND ACCOUNTS

~ : Section 6.01. Atmlicatiola 9_fOri~inal Bond Proceeds. The moneys derived-- _
from the sale of the Original Bonds shall be deposited by the Issuer as received from time

~’~~<" ~i: to time in the Bond Acquisition and Construction Trust Fund established in Section 5.01 (3)
<:.: hereof.

The Depository Bank shall act as a trustee and fiduciary for the Bondholders
~i:~, w~th respect to the Bond Acquisition and Construction Trust Fund and shall comply with all

-: requirements with respect to the disposition of the Bond Acquisition and Construction Trust
Fund set forth in this Resolution¯ Except with respect to any transfers to the Rebate Fund,
moneys in the Bond Acquisition and Construction Trust Fund shall be used solely to pay
Costs of the Projects and until so transferred or expended, are hereby pledged as additional
security for the Bonds¯

!~ !," Section 6.02. Disbursemcnt~ From the Bond Acouisition and Constr~¢tjorl
On or before the Closing Date, the Issuer shall have delivered to the Authority

’i~ and DEP a report listing the specific purposes for which the proceeds of the Bonds will be
expended and the disbursement procedures for such proceeds, including an estimated

draw schedule¯ Payments for Costs of the Projects shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Bond
:~ Acquisition and Construction Trust Fund shall be made only after submission to, and

approval from, the Authority and the DEP of the following:

(1) A "Payment Requisition Form," attached to the Loan Agreement as
Exhibit C, and

(2)
stating:

A certificate, signed by the Chairman and the Consulting Engineers,

(A) That none of the items for which the payment is proposed to be
made has formed the basis for any disbursements theretofore made;
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(B) That each item for which the payment is proposed to be made is
or was necessary in connection with the Projects and constitutes a Cost of the
Projects;

and
(c) That each of such costs has been otherwise properly incurred;

(D)
owing.

That payment for each of the items proposed is then due and

In case any contract provides for the retention of a portion of the contract price,
Issuer shall disburse from the Bond Acquisition and Construction Trust Fund only the

i ~[net amount remaining after deduction of any such portion. All payments made from the
i~f~: Bond Acquisition and Construction Trust Fund shall be presumed by the Depository Bank

be made for the purposes set forth in said certificate, and the Depository Bank shall not
required to monitor the application of disbursements from the Bond Acquisition and

~i..Construction Trust Fund. The Consulting Engineers shall from time to time file with the
~i!iDepository Bank written statements advising the Depository Bank of its then authorized

~~i~esentative~ ...........................
Pending such application, moneys in the Bond Acquisition and Construction

Tr~st Fund, including any accounts therein, shall be invested and reinvested in Qualified

’~/Investments at the written direction of the Issuer.

ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants 9_fthe Issuer. All the covenants, agreements
~i :and provisions set forth in 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
owner or owners as if they were set forth in full in this Resolution. In additionof theBond
to the other covenants, agreements and provisions of this Resolution, the Issuer hereby
covenants and agrees with the owners of the Bond as hereinafter provided in this Article VII.

~ Ni~ All such covenants, agreements and provisions sllall be irrevocable, except as provided

herein, as long as any of said Bonds, or the interest thereon, is Outstanding and unpaid.
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be nor 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 funds
pledged for such payment by this Resolution. No Holder or Owners of any Bond shall ever

the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
Bond or the interest thereon.

Section 7,03. Bonds Secured _!~ P_lg.dgg 9__fNet Revenues. The payment of the
debt service of the Original Bonds issued hereunder shall be secured forthwith equally and

~:~,.~:i ratably by first lien ona the Net Revenues derived from the operation of the System on a
parity with the lien on such Net Revenues in favor of the Prior Bonds. The Revenues derived

the System, in an amount sufficient to pay the principal of the Bonds herein authorized
md to make the payments into the Sinking Funds, including the Reserve Account herein, and

¯ all other payments provided for in the Prior Resolutions and this Resolution are hereby
i:¯..: irrevocably pledged, in the manner provided herein, to the payment of the principal of and

interest on the Bonds as the same become due, and for the other purposes provided in this
Resolution.

Section 7,04. Rates. Prior to issuance of the Original Bond, equitable rates or
charges for the use of and service rendered by the System will be established all in the

i ’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

parties. The schedule of rates and charges shall at all times be adequate to produce
Revenues from said System sufficient to pay Operating Expenses and to make the

payments into the funds created hereunder. Such schedule of rates and charges
be changed and readjusted whenever necessary so that the aggregate of the rates and

charges will be sufficient for such purposes. The Issuer shall take the necessary actions with
respect to the imposition of rates at such times and with such provisions with respect to

rate and maturity of the Bond to finance the issuance of the Bond as the purchaser
thereof shall require. 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 (i) to provide for all reasonable expenses of
operation, repair and maintenance of the System and (ii) to leave a balance each Fiscal Year "
equal to at least I 15% ofthe maximum amount required in any succeeding Fiscal Year for
payment of principal of and interest on the Bond; provided that, in the event that an amount
at least equal to or in excess of the Reserve Requirement is on deposit in the Reserve
Account and is funded at least at the requirement provided for in the Resolution, such
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balance each Fiscal Year need only equal at least 110% of the maximum amount required
in any succeeding Fiscal Year for payment of principal of and interest on the Original Bond.

The Issuer hereby adopts the rates and charges set forth in the PSC Order and
attached hereto as Exhibit C and incorporated herein by reference.

Section 7,05. Completion, Operatioll and Maintenance; Schedule 9_,fCost. The
Issuer will expeditiously complete the Projects and will maintain the System in good

and will operate the same as a revenue-producing enterprise in an efficient and
manner, making such expenditures for equipment and for renewal, repair and
as may be proper for the economical operation and maintenance thereof from

fie revenues of said System in the manner provided in this Resolution.

Upon completion of the Projects, the Issuer shall file with the Authority a
schedule in substantially the form of Amended Schedule A to the Program loan application,

g forth the actual costs of the Projects and sources of funds therefor.

Section 7,06. Sale 9..fthe System. Except as otherwise required by law and the
of the Prior Resolutions, 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 or redeem at or prior to maturity all the Bonds and
Bonds Outstanding, or to effectively defease this Resolution in accordance with Sections
I0.01 hereof. The proceeds from any such sale, mortgage, lease or other disposition of the
System shall be immediately remitted to the Commission for deposit in the appropriate

. Sinking Funds, and the Issuer shall direct the Commission to apply such proceeds to the
"payment of principal at maturity of and interest on the Bonds about to mature and to the
:. redemption prior to maturity at the earliest date permitted hereby and at the redemption price,

of all other Outstanding Bonds. Any balance remaining after the redemption or payment of
all the 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, the Issuer shall have and hereby
reserves the fight 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 there4)f. 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 $ I 0,000, the Issuer shall, by resolution, determine that
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~!~i such property compnslng 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

~i or other disposition of said property, together with. all otherreceivedfrom suchsale, lease
~ amounts received during the same Fiscal Year for such sales, leases or other dispositions of
~ such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall
~!~: first, ~n writing, 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

~eration 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 $10,000 and not in excess of $50,000, shall, upon receipt of
approval of the Registered Owners, if needed, be remitted by the Issuer to the Commission
for deposit in the appropriate Sinking Funds and shall be applied only to the purchase or

of Bonds of the last maturities then Outstanding at prices not greater than the
redemption price, or, if not redeemable, par, or otherwise in the Renewal and

: Replacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
-:"and Replacement Fund shall not reduce the amounts required to be paid into said funds by

provisions of this Resolution.

No sale, lease or other disposition of the properties of the System shall be made
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
shall be in excess of $50,000 and insufficient to pay or redeem prior to maturity

all Bonds then Outstanding without the prior approval and consent in writing of the Owners,
(or their duly authorized representatives, of sixty-six and two-thirds percent (66 2/3%) in
amount of the Bonds then Outstanding. The Issuer shall prepare the form of such approval
and consent for execution by the then Registered Owners of the Bonds for the disposition of
the proceeds of the sale, lease or other disposition of such properties of the System.

Section 7,07. Issuance _of Other Obligations Payable Out 9.I" Revenue8 and
~ Covenant Again~l; Encumbrances. So long as any of the 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 Bonds; provided, however, that Parity Bonds may be issued as
provided for in Section 7.08 hereof. All obligatior~ hereatter issued by the Issuer payable
from the revenues of the System, except such Parity Bonds, shall contain an express
statement that such obligations are junior and prior, as to lien on and source of and security
for payment from such revenues and in all other respects, to the Bonds; provided, that no
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~~ such prior obligations shall be issued unless all payments required to be made into the

¯ prior obligations have been made and are current.

..~:~;.:.~= Except as provided above, the Issuer shall not create, or cause or permit to be
any debt, lien, pledge, assignment, encumbrance or any other charge having priority

over or being on a parity with the respective liens of the Bonds, and the interest thereon,
upon any of the income and revenues of the System pledged for payment of the Bond and
the interest thereon in this Resolution, or upon the System or any part thereof.

The Issuer shall give the Authority and the DEP prior written notice of its
issuance of any other obligations to be issued for the System, payable from the revenues of

~the System or from any grants for the Projects, or any other obligations related to the Projects
the System.

Section 7,08. P r_a_rj.~ Bonds. A. No Parity Bonds payable out of the Net
of the System may be issued without the prior written consent of the Authority and

! DEP. No Parity Bonds payable out of the revenues of the System shall be issued after the
Issuance of any Bonds pursuant to this Resolution, except under the conditions and in the

provided.
:.~

No Parity Bonds shall be issued except for the purpose of financing the costs
acquisition and construction of extensions, additions, betterments or improvements to

System or refunding the entirety of one or more issues or series of bonds or both such

No Parity Bonds shall be issued at any time, however, unless and until there
been procured and filed with the Secretary a written statement by Independent

Accountants, based upon the necessary investigation and certification by the Consulting
~Engineers, reciting the conclusion that the net revenues actually derived, subject to the
adjustments hereinafter provided, from the System during any twelve (12) consecutive
months within the eighteen (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 (3) succeeding years after the completion of the
improvements to be financed by such additional Parity Bonds, shall not be less than one
hundred fifteen percent (115%) of the maximum delft service in any succeeding year on the
following:

(1) The Bonds then Outstanding;
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(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
~fthe three (3) succeeding years," as that term is used in the computation provided in the

above paragraph, shall refer only to the increased net revenues estimated to be derived from
any increase in rates enacted by the Issuer, the time for appeal of which shall have 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 Consulting Engineers, which shall be filed in the office of the
Secretary prior to the issuance of such additional Parity Bonds.

~i:: The Net Revenues actually derived from the System during the twelve (12)
consecutive month period hereinabove referred to may be adjusted by adding to such net
revenues such additional net revenues which would have been received, in the opinion of the
Consulting Engineers and the Independent Accountants as stated in a certificate jointly made
and signed by the Consulting Engineers and the Independent Accountants, on account of
~ncreased rates, rentals, fees and charges for the System enacted by the Issuer, the time for
appeal of which shall have expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written contracts for the immediate acquisition and construction of

extensions, additions, betterments or improvements to the System which are to be
financed by such Parity Bonds.

All the 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 owners of the Original Bonds and the owners of any Parity Bonds
subsequently issued from time to time within the limitations of and in compliance with this
Section. All the Bonds, regardless of the time or times of their issuance shall rank equally
with respect to their respective liens on the revenues of the System, and their respective
sources of and security for payment from said revenues, without preference of any Bond over
any other. The Issuer shall comply fully with all the increased payments into the various
funds created in this Resolution required for and on account of such additional Bonds, in
addition to the payments required for Bonds theretqgore 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
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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, equally, as to lien on and source of and security for payment from such

with the Bond.

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

B. Notwithstanding the foregoing, the Issuer may issue Parity Bonds
without compliance with any other conditions for the purpose of refunding prior to maturity
any issues or series of the Bonds, provided that the annual debt service required on account
of the refunding Bonds and the Bonds which are not refimded shall not be greater in any year
in which the Bonds not refunded and the refunding Bonds are to be Outstanding than the
annual debt service required in such year if the Bonds to be refunded were not so refunded.

With the written consent in advance of the Authority and DEP and anything
i:to the contrary in this Section 7.08 notwithstanding, Parity Bonds may be authorized and

~ the Issuer pursuant to Supplemental Resolution solely to complete the Projects as
in the Issuer’s Program application to the Authority and DEP in accordance with

plans and specifications, in the event that the Original Bonds should be insufficient,
together with other funds lawfully available therefor, to pay all costs of acquisition and

of the Projects; provided, however, that, prior to the issuance of such Parity
Bonds under the provisions of this paragraph, the Consulting Engineers shall file with the

Secretary a certificate to the effect that additional funds are necessary for such purpose. All

~i"~,!.~ limitedSUCh Parity Bonds authorized and issued under the provisions of this paragraph shall be
~i!i:i to the aggregate principal amount required to make up any deficiency in funds for

payment of the acquisition and construction costs to complete the Projects, and the maturities
~!’ of any such Parity Bonds shall be in years and amounts suggested by the Authority.

Section 7.09. Insurance and Acquisition and Construction Bonds. The Issuer
will carry such insurance and in such amounts as is customarily carded with respect to works
and properties similar to the System, with a reputal~le insurance carrier or carriers, against
.loss or damage by fire, explosion, hurricane, earthquake, cyclone, occupancy or other
hazards and risks. The Issuer will require that each of its contractors and all subcontractors
maintain, during the life of any contract, workers’ compensation coverage, public liability
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~
insurance, property damage insurance and vehicle liability insurance in amounts and on
terms satisfactory to the Authority and the DEP, so long as the Authority is the Owner of the
Bond. The Issuer will itself, or will require each contractor and subcontractor to, obtain and
maintain builder’s risk insurance (fire and extended coverage) on a one hundred percent

(100%) basis (completed value form) on the insurable portion of the Projects, to protect the
interests of the Issuer, the Authority, the prime contractor and all subcontractors as their

may appear, in accordance with the Loan Agreement, during acquisition and
construction of the Projects in the full insurable value thereof. In time of war, the Issuer shall
also carry in said amount such insurance as may be available against loss or damage by the
risks and hazards of war. The proceeds of all such insurance policies shall be disposed of as
provided in the Resolution and otherwise shall be placed in the Renewal and Replacement
Fund and used only for the repair and restoration of the damaged or destroyed properties or
for the other purposes provided herein for said Renewal and Replacement Fund. The Issuer
will also carry liability insurance for damage or injury to persons or property in amounts
adequate for such purposes and customarily carried with respect to works and properties
similar to the System. The Issuer shall carry such other insurance as is required by the
Authority and DEP and as set forth in the Loan Agreement, including but not limited to flood
insurance and business interruption insurance, to the extent available at reasonable cost to
the Issuer. "                                                   .

The Issuer shall require all contractors in the andengaged acquisition
construction of the Projects to furnish a performance bond and a payment bond, each in an

equal contract price of the portion of the Projects covered by theamount to 100% of the
particular contract as security for the faithful performance of such contract.

Section 7.10. Consultin~ Engineers. The Issuer shall provide and maintain
competent and adequate resident engiffeeri~g services satisfactory to the Authorityand the
DEP covering the supervision and inspection of the development of the Project and bearing
the responsibility of assuring that construction conforms to the plans, specifications and
designs prepared by the Consulting Engineers. Such resident engineer shall certify to the
Authority, the DEP and the Issuer, at the completion of construction, that construction is in
accordance with the approved plans, specifications and designs, or amendments thereto,
approved by all necessary governmental bodies. The Issuer shall require the Consulting
Engineers to submit Recipient As-Built Plans, as defined in the SRF Regulations, to it within
60 days of the completion of the Project. The Issuer shall notify the DEP in writing of such
receipt. The Issuer shall submit a Performance Cerl;ificate, the form of which is attached as
Exhibit A to the Loan Agreement and is incorporated herein by reference, to the DEP within
60 days of the end of the first year after the Project is completed.
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The Issuer shall require the Consulting Engineers to submit the final Operation
and Maintenance Manual, as defined in the SRF Regulations, to the DEP when the Project
is 90% completed. The Issuer agrees that it will, at all times, provide operation and
maintenance of the System to comply with any and all State and federal standards. The
Issuer agrees that qualified operating personnel, properly certified by the State, will be

’ed before the Project is 25% complete and agrees that it will retain such a certified
~operator(s) to operate the System during the entire term of the Loan Agreement. The Issuer
~.shall notify the DEP in writing of the certified operator employed at the 25% completion

The Issuer agrees that qualified operating personnel, properly certified by the
will be retained to operate the System during the entire term of the Loan Agreement.

Section 7.11. Compliance With Loan A_m’eements, Rules and Re_malations.
The Issuer hereby covenants and agrees to perform and satisfy all terms and conditions of

Loan Agreement and to comply with all applicable laws, rules and regulations issued by
the Authority, the DEP or other State, federal or local bodies in regard to the planning and

of the Projects and operation, maintenance and use of the System.

Section 7.12. No Free Servic¢8. The Issuer will not render or cause to be
rendered any free services of any nature by its System; and, in the event the Issuer or any

department, agency, instrumentality, officer or employee of the Issuer shall avail itself or
~ himself or herself of the facilities or services provided by the System or any part thereof, the

~i!i. same rates, fees or charges applicable to other customers receiving like services under similar
i~ circumstances shall be charged the Issuer and any such department, agency, instrumentality,
~i officer or employee. Such charges shall be paid as they accrue, and the Issuer shall transfer

~i~:------------------~-~ from its general funds sufficient sums to pay such charges for service to any of its
departments or properties. The revenues so received shall be deemed to be revenues derived

~::i~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 7.13. Enforcement 9_fCollections. The Issuer will diligently enforce
and collect all fees, rates, rentals or other charges for the services and facilities of the System
and take all steps, actions and proceedings for the enforcement and collection of such fees,
rates, rentals or other charges that shall become d~linquent to the full extent permitted or
authorized by the laws of the State of West Virginia. All such rates and charges, if not paid
when due, shall become a lien on the premises served by the System.
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Whenever any rates, rentals or charges for the services or facilities of the
System, or of the waterworks system or sewerage system constituting a part thereof, shall
remain unpaid for a period of thirty (30) days after the same shall become due and payable,

prosody owner   reof, as as u or se i os saa l
delinquent until such time as all such rates and charges are fully paid The Issuer further

~�ovenants and agrees that it will, to the full extent permitted by lav~, and any rules and
~regulations promulgated by the Public Service Commission of West Virginia applicable

thereto, discontinue and shut off both the water and sewerage services and facilities of the
rstem to all delinquent users of the servicesand facilities of the System, or of the

’ waterworks system or sewerage system constituting a part thereof, and will not restore either
water or sewerage services of the System until all delinquent charges for the service and
~facilities of the System, or of the waterworks system or sewerage system constituting a part
~thereof, plus reasonable interest penalty charges for the restoration of service, have been fully

Section 7.14. No Competing Franchise. To the extent allowable by law, the
will not grant or cause, consent to or allow the granting of, any franchise or permit to

any person, firm, corporation or body, or agency or instrumentality whatsoever for the
;providing of any services which would compete with services provided by the System.

Section 7.15. Books, Records and Facilities. The Issuer shall keep complete

~:: ~and accurate records of the cost of acquisition and construction of the Projects. The Issuer
i:: shall permit the Authority and the DEP, or their agents and representatives,~to inspect all

documents, papers and records relating to the Projects and the System at all
reasonable times for the purpose of audit and examination. The Issuer shall submit to the
Authority and the DEP such documents and information as they may reasonably require in
connection with the installation of the Projects, the operation and maintenance of the System
and the administration of the Loan Agreement or other sources of financing for the Projects.

The Issuer shall permit the Authority and the DEP, or their agents and
¯ .~.: representatives, to inspect all records pertaining to the operation of the System at all

reasonable times following completion of acquisition and construction of the Projects and
commencement of operation thereof, or, if the Projects is an improvement to an existing
system, at any reasonable time following commencement of construction.

The Issuer will keep books and recor~ 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 owner of a
Bond or Bonds issued pursuant to the Resolution shall have the right at all reasonable times
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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 currently accepted
~g practices in accordance with the rules and regulations of the PSC and the Act.

~arate control accounting records shall be maintained by the Issuer. Subsidiary records
may be required shall be kept in the manner, on the forms, in the books, and along with

other bookkeeping records as prescribed by the Issuer. The Issuer shall prescribe and
institute the manner by which subsidiary records of the accounting system which may be

remote from the direct supervision of the Issuer shall be reported to such agent of
the Issuer as the Authority shall direct.

The Issuer shall file with the Consulting Engineers and the Authority and DEP,
and shall mail in each year to any owner or owners 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 Resolution with respect to said Bonds and the
status of all said funds and accounts.

(C) The amount of any Bonds, or other obligations Outstanding and
secured by a lien on the Net Revenues of the System.

The Issuer shall also, at least once a year, cause the books, records and
accounts of the System to be completely audited by Independent Accountants, shall mail
upon request, and make available generally, the report of said Independent Accountants, or
a summary thereof, to any owner or owners of Bonds issued pursuant to this Resolution, and
shall submit said report to the Authority and the DEP. The report of said audit shall include
a statement that the Issuer is in compliance with the terms and provisions of the Act and the
Loan Agreement and that the Issuer’s revenues are adequate to meet its operation and
maintenance expenses and debt service requirements.

The Issuer shall, commencing on t~he date contracts are executed for the
construction of the Projects and for two years following the completion of the Projects, each
month complete a Monthly Financial Report, the form of which is attached to the Loan
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Agreement as Exhibit B and is incorporated herein by reference, and forward a copy by the
10th of each month to the Authority and the DEP.

The Issuer shall, during construction of the Projects, complete Payment
Requisition Forms, the form of which is attached to the Loan Agreement as Exhibit C and
is incorporated herein by reference, and forward a copy to the DEP in compliance with the
Issuer’s construction schedule.

The Issuer shall provide the DEP with all appropriate documentation to comply
with any special conditions established by federal and/or state regulations as set forth in
Exhibit E of the Loan Agreement or as promulgated from time to time.

The Issuer shall permit the Authority or the DEP, or their agents and
representatives, to enter and inspect the Projects site and Projects facilities at all reasonable
times. Prior to, during and after completion of construction of the Projects, the Issuer shall
also provide the Authority and the DEP, or their agents and representatives, with access to
the System site and System facilities as may be reasonably necessary to accomplish all of the

and rights of the Authority and the DEP with respect to the System pursuant to the

Section 7,16. Operating Budget. The Issuer shall annually, at least 45 days
preceding the beginning of each Fiscal Year, prepare and adopt byresolution 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 Authority and the DEP within thirty days of the adoption thereof. 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 mail copies of such annual
budget and all resolutions authorizing increased expenditures for operation and maintenance
to the Authority and to any Holder of any Bonds v~ho shall file his address with the Issuer
and request in writing that copies of all such budgets and resolutions be furnished him and
shall make available such budgets and all resolutions authorizing increased expenditures for
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System at all reasonable times to any Holder of any Bondsoperationandmaintenanceof the
,~ ~ or anyone acting for and in behalf of such Holder of any Bonds.

Section 7,17. Mandatory Connection. The mandatory use of the System is

~ essential and necessary to protect and preserve the public health, comfort, safety,
~i convenience and welfare of the inhabitants and residents of, and the economy of, the Issuer~ : and 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
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

collection, treatment and disposal of sewage and waste matter 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

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 7,18. Statutory ~ Lien. For the further protection of the
Bondholders, 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, and
shall take effect immediately upon delivery of the Bonds and shall be for the benefit of all
Owners of the Bonds. This lien is on a parity with the lien of the Prior Bonds.

Section 7.19. Compliant,. The Issuer also agrees to comply with all
applicable laws, rules and regulations issued by the Authority, the DEP or other State, federal
or local bodies in regard to the construction of the Projects and the operation, maintenance
and use of the System.

S~L~O.II_.7~2fl. Completion 9._f Projects; Permit8 and Orders. The Issuer will
complete the Projects as promptly as possible and operate and maintain the System in good
condition and in compliance with all federal and state requirements and standards.
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~..e~.tJ.9.II_7.~. Securities La.w~ Compliance. The Issuer will provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
0hanges in usage and customer base) so that the Authority may comply with the provisions

SEC Rule 15c2-12 (17CRF Part 240).

ARTICLE VIII

INVESTMENT OF FUNDS; NON-ARBITRAGE

Section 8.01. Investments. Any moneys held as a part of the funds and
~i~::~ accounts created by this Resolution, other than the Revenue Fund, shall be invested and

reinvested by the Commission, the Depository Bank or such other bank or national banking
: association holding such fund or account, as the case may be, at the direction of the Issuer
in any Qualified Investments to the fullest extent possible under applicable laws, this
Resolution, the need for such moneys for the purposes set forth herein and the specific
restrictions and provisions set forth in this Section 8.01 and in Sections 8.02 and 8.03.

i~’!i:i:. Except as specifically provided herein, 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,

interest accruing thereon and any profit or loss realized from such investment shall
credited or charged to the appropriate fund or account. The investments held for any fund
account shall be valued at the lower of cost or then current market value, or at the

price thereof if then redeemable at the option of the holder, including the value
accrued interest and giving effect to the amortization of discount, or at par if such

is held in the "Consolidated Fund." The Commission, the Depository Bank or
such other bank or national banking association, as the case may be, 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
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.

ARTICLE IX

DEFAULT AND REMEDIES

-50-



Section .9.01. Events _Q_fDefault. Each of the following events shall constitute
"Event of Default" with to the Bonds:respect

(1) If default occurs in the due and punctual payment of the principal of or
interest on any Bonds or the Prior Bonds; or

(2) If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Bonds set forth in this Resolution,
any Supplemental Resolution or in the Bonds, and such default shall have continued
for a period of 30 days atter the Issuer shall have been given written notice of such
default by the Commission, the Depository Bank, the Construction Trust Fund
Depository Bank, the Bond Registrar, any Paying Agent or a Holder of a Bond; or

(3) If a default occurs under this Resolution;

(4) If a default occurs under the Prior Resolutions; or

.... (5) 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.

Section 9.02. Remedies. Upon the happening and continuance of any Event
of Default, any Registered Owner of a Bond may exercise any available remedy and bring

~!~ any~i! appropriate action, suit or proceeding to enforce his fights and, in particular, (I) bringsuit
~;ii!i for any unpaid principal or interest then due, (ii) by mandamus or other appropriate

g enforce all rights of such Registered Owners including the right to require the
Issuer to perform its duties under the Act and this Resolution relating thereto, including but
not limited to the making and collection of sufficient rates or charges for services rendered

the System, (iii) bring suit upon the Bonds, (iv) by action at law or bill in equity require
the Issuer to account as if it were the trustee of an express trust for the Registered Owners
of the Bonds, and (v) by action at law or bill in equity enjoin any acts in violation of the
Resolution with respect to the Bonds, or the rights of such Registered Owners, provided
~, that all rights and remedies of the Registered Owners shall be subject to those of
the Registered Owners of the Prior Bonds.

Section 9.03. Appointment 9_I" Receiver. Any Registered Owner of Bonds
may, by proper legal action, compel the performance of the duties of the Issuer under this
Resolution and the Act, including the making and collection of sufficient rates and charges
for services rendered by the System and segregation of the revenues therefrom and the
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application thereof. If there be any default in the payment of interest on any Bonds when the
same shall become due, or in the payment of the principal of any Bond or Bonds, either at
the specified date of maturity thereof or at a date set for redemption thereof, or otherwise in

.    . .the performance of any covenant contained m the Resolutton other than as to such payment
and such default shall continue for a period of thirty (30) days after written notice to the

~!:lssuer any Bondholder shall, in addition toother remedies or rights, havedefault,of such all
~i~:the right by appropriate legal proceedings to obtain the appointment of a receiver to

administer the System on behalf of the Issuer, with power to charge rates, rentals, fees and
other charges sufficient to provide for the payment of the Bonds and any interest thereon, the

~ deposits into the funds and accounts hereby established as herein provided and the payment
Expenses of the System and to apply such rates, rentals, fees, charges or other

i~ revenues in conformity with the provisions of the Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents and
attorneys, enter into and upon and take possession of all facilities of said System and shall

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 do.

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution for Reserve, Sinking or other funds and upon any other
obligations and interest thereon having a charge, lien or encumbrance upon the revenues of

~ the System shall have been paid and made good, and all defaults under the provisions of this
Resolution shall have been cured and made good, possession of the System shall be

to the Issuer upon the entry of an order of the court to that effect. Upon any
subsequent default, any Registered Owner of any Bonds shall have the same fight 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, 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 in the discretion of such court. Nothing herein
contained shall limit or restrict the jurisdiction of such court to enter such other and further
orders and decrees as such court may deem necessary or appropriate for the exercise by the
receiver of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
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otherwise dispose of any assets of any kind or character belonging or pertaining to the
System, but the authority of such receiver shall be limited to the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and
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 said System shall remain in the Issuer, and no court shall have any jurisdiction to enter any
order or decree permitting or requiring such receiver to sell, assign, mortgage or otherwise
dispose of any assets of the System.

Section 9.04. Remedies on ~ With Prior Bonds. The exercise of any
F~i: remedies set forth ~n Sections 9.02 and 9.03 above shall recogmze and protect the parity

~ i) rights of the owners of the Prior Bonds.

ARTICLE X

DEFEASANCE

Section 10.01. Defeasance 9_fBonds. If the Issuer shall pay or cause to be paid,
there shall otherwise be paid, to the Owners of all Bonds, the principal of and interest due
to become due thereon, at the times and in the manner stipulated therein and in this

, 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 Bonds shall thereupon cease, terminate and become void and be
discharged and satisfied.

~ Bonds for the payment of which either moneys in an amount which shall be
~ii.~ sufficient, or securities the principal of and the interest on which, when due, will provide

moneys which, together with the moneys, if any, deposited with the Paying Agent at the
same or earlier time, shall be sufficient, to pay as and when due, the principal installments

interest on the Bonds shall be deemed to have been paid within the meaning and with
the effect expressed in the first paragraph of this section. All Bonds shall, prior to the
maturity thereof, be deemed to have been paid within the meaning and with the effect
expressed in the first paragraph of this section if there shall have been deposited with the
Commission or its agent either moneys in an amount which shall be sufficient, or securities
the principal of and the interest on which, when due, will provide moneys which, together
with other moneys, if any, deposited with the Cgmmission at the same time, shall be
sufficient to pay when due the principal installments of and interest due and to become due
on the Bonds on and prior to the next redemption date or the maturity dates thereof. Neither
securities nor moneys deposited with the Commission pursuant to this section nor principal
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or interest payments on any such securities shall be withdrawn or used for any purpose other
than, and shall be held in trust for, the payment of the principal installments of and interest
on said Bonds; provide~l, that any cash received from such principal or interest payments on
such securities deposited with the Commission or its agent, if not then needed for such
purpose, shall, to the extent practicable, be reinvested in securities maturing at times and in
amounts sufficient to pay when due the principal installments of and interest to become due
on said Bonds on and prior to the next redemption date or the maturity dates thereof, and

earned from such reinvestments shall be paid over to the Issuer as received by the
’Commission or its agent, free and clear of any trust, lien or pledge. For the purpose of this

securities shall mean and include only Government Obligations.

MISCELLANEOUS

Amendment or Modification 9_f Resolution. No material
of this Resolution, or of any resolution amendatory or

supplemental hereto, that would materially and adversely affect the respective rights of
istered Owners of the Bonds shall be made without the consent in writing of the

iRegistered Owners of sixty-six and two-thirds percent (66 2/3%) or more in principal amount
so affected and then Outstanding; provided, that no change shall be made in the

maturity of any Bond or Bonds or the rate of interest thereon, or in the principal amount
or affecting the unconditional promise of the Issuer to pay such principal and interest

of the revenues of the System without the consent of the respective Registered Owner
No amendment or modification shall be made that would reduce the percentage of

the principal amount of Bonds required for consent to the above-permitted amendments or
9ns. Notwithstanding the foregoing, this Resolution may be amended without the

of any Bondholder as may be necessary to assure compliance with Section 148(f) of
Code relating to rebate requirements or otherwise as may be necessary to assure the

excludibility of interest on the Bonds and the Notes from the gross income of the Owners

S_e..qli.Q.II_LL~. Resolution Constitutes Contract. The provisions of the
Resolution shall constitute a contract between the Issuer and the Registered Owners of the
Bond and no change, variation or alteration of any kind of the provisions of the Resolution
shall be made in any manner, except as in this Reso~lution provided.

Section 11,03. Severability 9_f Invalid Provisions. If any section, paragraph,
clause or provision of this Resolution should be held invalid by any court of competent

-54-



jurisdiction, the invalidity of such section, paragraph, clause or provision shall not affect any
of the remaining provisions of this Resolution, the Supplemental Resolution and the Bond.

Section 1 !,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 11.05..~ Provisions. All orders or resolutions and parts
thereof in conflict with the provisions of this Resolution except for the Prior Resolutions, are,
to the extent of such conflict, hereby repealed and to the extent that a conflict arises between

Resolution and the Prior Resolutions, the more restrictive provision shall prevail.

Section 11.06. Covenant 9__fDue Procedure, Etc. The Issuer covenants that all
conditions, things and procedures required to exist, to happen, to be performed or to be
precedent to and in the adoption of this Resolution do exist, have happened, have been

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 of West Virginia applicable
thereto; and that the Chairman, Secretary and members of the Governing Body were at all
imes when any actions in connection with this Resolution occurred and are duly in office

duly qualified for such office.

Section 11.07. Effective Date.
upon adoption.

This Resolution shall take effect immediately
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Adopted this 17th day of December, 1998.

SHADY SPRING PUBLIC SERVICE DISTRICT

6haima~£ ~ublic Se~e~e

Member, Public Se~ic~ Board

d



CERTIFICATION

SEAL]

Certified as a true copy of a Resolution adopted by the Public Service Board
y Spring Public Service District on the 17th day of December, 1998.

Dated: December 17, 1998.

Secretary, Public Service Board



EXHIBIT A

DESCRIPTION OF PROJECTS

The Bonds are being issued for the purpose of financing the acquisition of the
Glade Springs wastewater collection system; funding the reserve account and

¢ing costs of issuance. The wastewater collection system consists of approximately 63,000
.f. of 8-inch gravity sewer, 6,100 l.f. of 6-inch gravity sewer, 248 manholes, 2,600 l.f. of

main and three pump stations. Purchase of the system will add approximately 340
to the Shady Spring Public Service District’s system.



EXHIBIT B

LOAN AGREEMENT
(Tab 11)



SCHEDULE OF RATES



SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL     RESOLUTION     PROVIDING     AS     TO     DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,

SALE PRICES, AND OTHER TERMS OF THE SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER SYSTEM REVENUE BONDS, SERIES

1998B; DESIGNATING A REGISTRAR, PAYING AGENT, DEPOSITORY
BANK; APPROVING LOAN AGREEM~NTWITH RESPECT TO THE BOND;
AND MAKING OTHER PROVISIONS AS TO THE BOND.

WHEREAS, the Public Service Board of the Shady Spring Public

~i!~ Service District (the "District") has duly and officially adopted a Bond

~!~!iResolution on December 17, 1998 (the "Resolution"), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION OF THE

FACILITY    AND    CONSTRUCTION    OF    CERTAIN

EXTENSIONS,     ADDITIONS,     BETTERMENTS     AND

IMPROVEMENTS    TO THE    PUBLIC    SEWERAGE    FACILITY

OF SHADY SPRING PUBLIC SERVICE DISTRICT AND TO

FINANCE THE      COST     OF      SUCH     ACQUISITION     AND

CONSTRUCTION OF CERTAIN EXTENSIONS, ADDITIONS,

BETTERMENTS AND IMPROVEMENTS AND TO PAY OTHER

COSTS IN CONNECTION THEREWITH, NOT OTHERWISE

PROVIDED, THROUGH THE ISSUANCE OF NOT MORE

THAN $900,000 IN AGGREGATE PRINCIPAL AMOUNT OF

SHADY SPRING PUBLIC SERVICE DISTRICT SEWER

SYSTEM REVENUE BONDS,    SERIES 1998B,    PROVIDING

FOR    THE    RIGHTS    AND    REMEDIES OF    AND    SECURITY

FOR     THE     REGISTERED     OWNERS OF SAID     BONDS;

RATIFYING    THE     LOAN    AGREEMENT    WITH    THE    WEST

VIRGINIA WATER DEVELOPMENT AUTHORITY AND THE

WEST VIRGINIA DIVISION OF ENVIRONMENTAL

PROTECTION RELATING TO SAID BONDS; AUTHORIZING

THE SALE AND PROVIDING FOR THE TERMS AND

PROVISIONS OF SAID BONDS;    AND ADOPTING OTHER

PROVISIONS RELATING THERETO¯

~ WHEREAS, the Resolution provides for the issuance of the Shady

~!~!’!!~Spring Public Service District Sewer System Revenue Bond, Series 1998B
~(the "Bond") in aggregate principal amount not to exceed $900,000 in

!~accordance with Chapter 16, Article 13A, of the Code of West Virginia,
!!-!1931, as amended, (the "Act"), and the terms of the Loan Agreement (the
ili"Loan Agreement") entered into among the District, the West Virginia

of Environmental Protection (the "DEP") and the West Virginia



~ter Development Authority (the "Authority"), but requires that the
, interest rates, maturities, sale prices and other terms of the

Bond should be established by a supplemental resolution;

WHEREAS, the Bond is proposed to be purchased by the Authority
rsuant to the Loan Agreement; and

WHEREAS, the Public Service Board (the "Board") of the
istrict deems it essential and desirable that this resolution (the

al Resolution"), be adopted and that the prices, the maturity
, the redemption provisions, the interest rates, and the interest

principal dates of the Bond be fixed hereby in the manner stated
that the Loan Agreement be approved; and that other matters
to the Bond be herein provided for.

WHEREAS, capitalized terms not otherwise defined shall have
meanings given such terms in the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF
SHADY SPRING PUBLIC SERVICE DISTRICT:

~. Pursuant to the Resolution, the Act, and this
Resolution, the Bond shall be in the aggregate principal

of $839,000 with the following provisions:

(A) The Bond shall be originally issued in the form of
single bond, numbered R-l, in the principal amount of $839,000. The

shall be dated the date of delivery thereof, shall bear interest at
rate of zero percent (0%) per annum from the date of delivery to and

the 20 year life of the loan, which principal shall be payable
y on June I, September I, December 1 and March 1 of each year

zing June I, 1999, shall be subject to redemption upon the written
of the Authority and DEP, upon payment of the interest, and

ect to the other requirements provided in the Loan Agreement, as long
the Authority shall be the registered owner of the Bond. The SRF 1%

strative Fee shall be paid quarterly.

(B) The Bond shall be sold to the Authority in
with the terms of the Loan Agreement at a price equal to 100%

the principal amount thereof.

~. All other provisions relating to the Bond shall be
provided in the Resolution, and the,Bond shall be in substantially

form provided in the Resolution with such changes, insertions and
3ns as may be approved by the Chairman of the District.    The
Lon of the Bond by the Chairman shall be conclusive evidence of

approval.
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~q/~~.    The District does hereby ratify, approve and

accept the Loan Agreement including the "Schedule X" attached thereto,

a copy of which is incorporated herein by reference, and the execution
and delivery by the Chairman of the Loan Agreement and the performance

the obligations contained therein, on behalf of the District have been
~nd are hereby authorized, approved and directed.

~. The District hereby appoints and designates First

Bank & Trust, Beckley, West Virginia, as the Depository Bank, as
irovided in the Resolution.

West Virginia, Charleston, National Association, Charleston, West

t~!i?Virglnla, as Registrar for the Bond.

~. The District hereby appoints and designates the

Vlrgln~a M~iclpal Bond Commlsslon (the "Co~isslon"), Charleston,
Virginia as Paying Agent for the Bond.

~_�~i~. The Chairman and Secretary/Treasurer are hereby
~authorized and directed to execute and deliver such other documents and
~ertificates, including the Registrar’s Agreement, required or desirable

connection with the Bond hereby and by the Resolution approved and
provided for, to the end that the Bond may be delivered to the Authority
pursuant to the Loan Agreement on or about October 23, 1998.

.
~ii~!~            Section 8. The financing of the Project in part wlth proceeds

~!!iiiiof.’~.~ the Bond is in the publlc’ interest,’ serves a public purpose of the
~iDistrict and will promote the health, welfare and safety of the residents

~,~. The District hereby directs the Depository Bank to
y invest all monies in the funds and accounts established under

the Bond Resolution in Qualified Investments further directed by the

~~i~. The District shall not permit at any time or
times any of the proceeds of the Bond or any other funds of the District
to be used directly or indirectly in a manner which would result in the
exclusion of the Bond from the treatment afforded by Section 103(a) of

the Internal Revenue Code of 1986, as amended, and any regulations

~!i!.ipromulgated thereunder or under any prede4cessor thereto (the "Code"), by
~#~i~reason of the classification of the Bond as "private activity bonds"

iwithin the meaning of the Code. The District will take all actions

necessary to comply with the Code and Treasury Regulations to be
promulgated thereunder.
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~L~D_II. This Supplemental Resolution shall be effective
immediately upon adoption.

Dated: December 17, 1998

SHADY SPRING PUBLIC SERVICE DISTRICT

Chairman

~ .’~cre t ary/Treasurer
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RESOLUTION OF THE SHADY SPRING PUBLIC SERVICE DISTRICT APPROVING
INVOICES RELATING. TO ACQUISITION AND OTHER

SERVICES FOR THE PROPOSED
WASTEWATER SYSTEM PROJECT AND AUTHORIZING

PAYMENT THEREOF

WHEREAS, The Shady Spring Public Service District has reviewed the invoices attached
hereto and incorporated herein by reference relating to the acquisition of the Wastewater System

:iProject (Project) funded by the Sewer System Revenue Bonds, Series 1998B (Infrastructure Fund)
: and an Infrastructure Fund Grant and finds as follows:

(a)    That none of the items for which the payment is proposed to be made has formed the
:basis for any disbursement theretofore made;

(b)    That each item for which the payment is proposed to be made is or was necessary in
with the Project and constitutes a Cost of the services for the Project;

(c)    That each of such costs has been otherwise properly incurred; and

There is
follows"

(d)    That payment for each of the items proposed is then due and owing:

NOW, THEREFORE, BE IT RESOLVED by the Shady Spring Public Service District
follows:

hereby authorized and directed the payment of the attached invoices as summarized

Glade Spring facility purchase
Anderson, Parkulo & Stansbury
Administrative
Reserve Fund
Bond Counsel - John T. Poffenbarger
Total

$780,000.00
$ 7,586.00
$ 131.00
$ 42,100.00
$ 5.000.00
$834,817.00

Adopted by the Shady Spring Public Service District at a meeting held on the 17th day of
December, 1998.



SHADY SPRING PUBLIC SERVICE DISTRICT
(SRF)

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION       OF       CERTAIN       EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS TO
THE PUBLIC SEWERAGE FACILITY OF SHADY SPRING
PUBLIC SERVICE DISTRICT AND TO FINANCE THE
COST OF SUCH ACQUISITION AND CONSTRUCTION OF
CERTAIN EXTENSIONS, ADDITIONS, BETTERMENTS
AND IMPROVEMENTS AND TO PAY OTHER COSTS IN
CONNECTION      THEREWITH,      NOT      OTHERWISE
PROVIDED, THROUGH THE ISSUANCE OF NOT MORE
THAN $800,000 IN AGGREGATE PRINCIPAL AMOUNT
OF SHADY SPRING PUBLIC SERVICE DISTRICT SEWER
SYSTEM REVENUE BONDS, SERIES 1999A, PROVIDING
FOR THE RIGHTS AND REMEDIES OF AND SECURITY
FOR THE REGISTERED OWNERS OF SAID BONDS;
AUTHORIZING EXECUTION AND DELIVERY OF SAID
BONDS;    RATIFYING THE LOAN AGREEMENT WITH
THE WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY AND THE WEST VIRGINIA DIVISION OF
ENVIRONMENTAL PROTECTION RELATING TO SAID
BONDS; AUTHORIZING THE SALE AND PROVIDING
FOR THE TERMS AND PROVISIONS OF SAID BONDS;
AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
PUBLIC SERVICE DISTRICT:       ~ ¯

ARTICLE I

AUTHORITY, DEFINITIONS AND FINDINGS



Section 1.01. Authority for this Resolution. This Resolution is adopted
to the provisions of the Act, as hereafter defined and other applicable provisions of

law.
¯

Section 1.02. Definitions. The following terms
: meanings herein unless the context expressly requires otherwise~

shall have the following

"Act" means collectively Chapter 16, Article 13A and Chapter 22C, Article 62
’the Code of West Virginia of 1931, as amended and in effect on the date of adoption of
;Resolution.

"Authority" means the West Virginia Water Development Authority, which is
to be the original purchaser of each Bond, or any other agency of the State that
to the functions of the Authority.         J

"Authorized Officer" means the Chairman of the Governing Body of the Issuer
or any other person duly appointed as such by the Governing Body.

"Bank" means the bank to be set forth in a resolution supplemental hereto.

"Board" means the public service board of the Issuer and shall include the
of the Board as may hereafter be duly constituted as the legal successors to the

membership or any other authority vested with and authorized to exercise the powers

"Bond" or "Bonds" means the Shady Spring Public Service District Sewerage
Bonds, Series 1999A, originally authorized hereby, and any pari passu

bonds hereafter issued within the terms, restrictions and conditions contained in

. ¯

"Bond Construction Trust Fund" shall mean the fund created by Section 5.01.

"Bondholders" "Holder of the Bonds," "Holder," "Registered Owner," "Owner"
similar term, whenever used herein with respect to an Outstanding Bond or Bonds,
the person in whose name such Bond is registered.



"Bond Register" means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter defined for the registration and transfer of
the Bonds.

"Bond Registrar" or "Registrar" means the bank or other entity to be designated
as such in the Supplemental Resolution and its successors and assigns.

"Bond Year" means the 12 month period beginning on the anniversary of the
Closing Date in each year and ending on the day prior to the anniversary date of the Closing
Date in the following year except that the first Bond Year shall begin on the Closing Date.

"Certificate of Authentication and Registration" means the certificate of
kauthentication and registration on the Bond in substantially the form set forth in the bond
form contained herein.

"Chairman" means the Chairman of the Governing Body of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Bond
a portion of the proceeds representing the purchase of the Bond by the Authority.

"Code" means the Internal Revenue Code of 1986, as amended, including the
and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Consulting Engineers" means L. A. Gates Company, Beckley, West Virginia,
engineer or firm of engineers of reputation for skill and experience with respect to the

and design of sewerage systems or facilities that shall at any time hereafter be
by the Issuer as Consulting Engineers for the System.

"Costs" or "Costs of the Project" or any similar phrase means those costs
described in Section 1.04G hereof to be a part of the cost of planning, design, acquisition and
construction of the Project.

"Debt Service" means the scheduled~amount of interest and amortization of
payable on the Bonds, as hereinafter defined, during the period of computation,
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excluding amounts scheduled during such period which relate to principal which has been
retired before the beginning of such period.

"DEP" means the West Virginia Division of Environmental Protection, a
division of the West Virginia Bureau of Environment.

"Depository Bank" means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinafter defined, which Depository Bank shall be named in the Supplemental Resolution,
:andany successor thereto.

"Excess Investment Earnings" means an amount equal to the sum of."

(A) The excess of

(i) The aggregate amount earned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Bonds are invested
[other than amounts attributable to an excess described in this clause (A) of
this definition of Excess Investment Earnings, over

(ii) The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Earnings]
had been equal to the Yield on the Bond, plus

(B) Any income attributable to the excess described in clause (A) of this
def’mition of Excess Investment Earnings.

"FDIC" means the Federal Deposit Insurance Corporation and any successor
thereof.

"Fiscal Year" means each 12-month period beginning on July 1 and ending on
succeeding June 30.

"Governing Body" or "Board" means the public service board of the Issuer, as
now or may hereafter be constituted.       ~
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"Government Obligations" means direct obligations of, or obligations the
timely payment of the principal of and interest on which is guaranteed by, the United States
of America, including (i) such obligations which have been stripped from their unmatured
interest coupons, interest coupons stripped from such obligations and receipts or certificates
evidencing payments from such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct
obligations of, or specified obligations which are unconditionally and fully guaranteed by,
the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof
in the capacity of custodian and (iii) obligations, the sole source of the payment of the

::: principal of and interest on which are obligations of the nature of those described in clause
(i), which are irrevocably pledged for such purposes.

"Gross Proceeds" means the sum of the following amounts:

(i) Original proceeds, namely, net amounts received by
or for the Issuer as a result of the sale of the Bond, excluding
original proceeds which become transferred proceeds
(determined in accordance with applicable Regulations) of
obligations issued to refund in whole or in part the Bond;

(ii) Investment proceeds, namely, amounts received at
any time by or for the Issuer, such as interest and dividends,
resulting from the investment of any original proceeds (as
referenced in clause (i) above) or investment proceeds (as
referenced in this clause (ii)) in Nonpurpose Investments,
increased by any profits and decreased (if necessary, below
zero) by any losses on such investments, excluding investment
proceeds which become transferred proceeds (determined in
accordance with applicable Regulations) of obligations issued
to refund in whole or in part the Bonds;

(iii) Transferred proceeds, namely, original proceeds of
any prior obligations, and interest earnings and profits less
losses resulting from investment of such original proceeds in
Nonpurpose Investments, which ar~ used to discharge the
outstanding principal of any prior obligations and which are
deemed to become proceeds of the Bonds ratably as original
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proceeds of the Bonds, and interest earnings and profits
resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any such prior obligations, all on the
date of such ratable discharge;

(iv) Sinking fund proceeds, namely, amounts, other than
original proceeds, investment proceeds or transferred proceeds
[as referenced in clauses (i) through (iii) above] of the Bonds,
which are held in any fund to the extent that the Issuer
reasonably expects to use such other fund to pay Debt Service;

(v) Amounts in the Reserve Accounts and in any other
fund established as a reasonably required reserve or replacement
fund;

(vi) Investment Property pledged as security for payment
of Debt Service on the Bonds by the Issuer;

(vii) Amounts, other than as specified in this definition,
used to pay Debt Service on the Bonds; and

(viii) Amounts received as a result of investing amounts
described in this definition.

"Gross Revenues" means the aggregate gross operating and non-operating
of the System, as hereinafter defined, determined in accordance with generally
accounting principles, after deduction of prompt payment discounts, if any, and

provision for uncollectible accounts; provided, that "Gross Revenues" does not
gains from the sale or other disposition of, or from any increase in the value of,
(including Qualified Investments, as hereinafter defined), or any Tap Fees, as

defined.

"Independent Certified Public Accountants" means any certified public
or firm of certified public accountants that shall at any time hereafter be retained

to prepare an independent annual or sl~ecial audit of the accounts of the System
purpose except keeping the accounts of the System in the normal operation

s and affairs.
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"Investment Property" means any security (as said term is defined in Section
165(g)(2)(A) or (B) of the Code), obligation, annuity contract or investment-type property,
excluding, however, obligations the interest on which is excluded from gross income under
Section 103 of the Code for federal income tax purposes, ( the term specified private activity
bonds as defined in Section 57(a)(5)(c) of the Code).

"Issuer" or "District" means the Shady Spring Public Service District, a public
service district/public corporation and political subdivision of the State.

"Loan Agreement" means the Water Pollution Control Revolving Fund (SRF)
Loan Agreement dated October 23, 1998, by and among the Authority, the DEP and the

providing for the purchase of the Bonds from the Issuer by the Authority which is
attached as Exhibit B hereto and incorporated herein by reference.

"Net Proceeds" means the face amount of the Bonds, plus accrued interest and
premium, if any, less original issue discount, if any, and less proceeds deposited in the
Reserve Accounts. 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 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
ideduction of Operating Expenses, as hereinafter defined.

"Nonpurpose Investment" means any Investment Property which is acquired
!~with the Gross Proceeds of the Bonds and is not acquired in order to carry out the
governmental purpose of the Bonds. J

"Operating Expenses" means the reasonable, proper and necessary costs of
maintenance and operation of the System, as hereinafter defined and includes, without

generality of the foregoing, administrative, engineering, legal, auditing and
::;insurance expenses, other than those capitalized as part of the Costs of Projects, fees and

~:.~! .expenses of the Authority, fiscal agents, the Depository Bank, Registrar and Paying Agent,
¯ other than those capitalized as part of the Costs of Projects, payments to pension or

funds, taxes and such other reasonable operating costs and expenses as should
inormally and regularly be included under generally accepted accounting principles; provided,
ithat ’!Operating Expenses" does not include payments on account of the principal of or

premium, if any, or interest on the Bonds, charges for depreciation, losses from



the sale or other disposition of, or from any decrease in the value of, capital assets,
amortization of debt discount or such miscellaneous deductions as are applicable to prior
accounting periods.

"Original Bonds" or "Bonds" means not to exceed $800,000 Shady Spring
Public Service District Sewer System Revenue Bonds, Series 1999A.

"Outstanding," when used with reference to Bonds and as of any particular
_date, describes all Bonds theretofore and thereupon being authenticated and delivered except
(i) any Bond canceled by the Bond Registrar at or prior to said date; (ii) any Bond for the
payment of which moneys, equal to its principal amount and redemption premium, if
applicable, with interest to the date of maturity or redemption shall be in trust hereunder and
.set aside for such payment (whether upon or prior to maturity); (iii) any Bond deemed to

paid as provided in Article X hereof; and (iv) for purposes of consents, notices or
other action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.08 hereof.

"P~ying Agent" means the Commission.

"Prior Bonds" means the District’s Sewer Revenue Bonds, Series 1982B,
-issued in the original principal amount of $795,515 (the "Series 1982B Bonds"), the

~istrict’s Sewer Revenue Bonds, Series 1994A, issued in the original principal amount of
(the "Series 1994A Bonds") the District’s Sewer Revenue B onds,~Series 1996A,
the original prinicpal amount of $151,800 (the "1996A Bonds,"), the District’s

Bonds, Series 1997C Bond issued in the original principal amount of
197,304 (the "Series 1997C Bonds") the District’s Sewer Refunding Revenue Bonds,

cries 1997D issued in the original principal amount of 3,056,954.52 (the "Series 1997D
the District’s Sewer Revenue Bonds, Series 1998A issued in the original principal
$1,202,100 (the "Series 1998A Bonds"), District’s Sewer Revenue Bonds, Series

issued in the original principal amount of $839,000 (the "Series 1998B Bonds"), and
with the Series 1982B Bonds, Series 1994A Bonds, the Series 1996A Bonds, the

1997B Bonds, the Series 1997C Bonds, the Series 1997D Bonds, the Series 1998A
the Series 1998B Bonds, and the Series 1999B Bonds which are being issued

herewith (see Series 1999B Bond ~Resolution), ( the "Prior Bonds"). The
Sewer Revenue Bonds, Series 1997B, issued in the original principal amount of



$179,000 (the "Series 1997B Bonds") will be paid simultaneously with the issuance of the
Bonds

"Prior Resolutions" means the District’s Sewer Revenue Bonds, Series 1982B
Bond Resolution adopted August 1, 1982, the District’s Sewer Revenue Bonds, Series
1994A Bond Resolution adopted June 6, 1994, the District’s Sewer Revenue Bonds, Series
1996A Bond Resolution adopted April 25, 1996, the District’s Sewer Revenue Bonds, Series
1997B Bond Resolution adopted June 24, 1997, the District’s Sewer Revenue Bonds, Series
1997C Bond Resolution adopted June 24, 1997, the District’s Sewer Revenue Refunding
Bonds, Series 1997D Bond Resolution adopted June 24, 1997, the District’s Sewer Revenue
Bonds, Series 1998A Bond Resolution adopted November 25, 1998, the District’s Sewer
Revenue Bonds, Series 1998B Bond Resolution adopted December 17, 1998, the Series
1999B Bonds which are being issued simultaneously herewith by the Board with respect to
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

i~ a natural person, including all persons "related" to such person within the meaning of Section
~~ 144(a)(3) of the Code, excluding, however, use by a state or local governmental unit and use
:as a member of the general public. All of the foregoing shall be determined in accordance

the Code, including, without limitation, giving due regard to "incidental use," if any, of
proceeds of the issue and/or proceeds used for "qualified improvements," if any.

"Program" shall mean the planning and design of certain extensions, additions,
and improvements to the sewerage facility program coordinated through the
grants program established under the Clean Water Act and administered by the

"Project" means the construction of certain extensions, additions, betterments
improvements to the system substantially as described in Exhibit A attached hereto and

herein by reference.

"PSC" means the Public Service Commission of West Virginia and any
~rs to the functions thereof.

"PSC Order" means the recommended decision of the PSC in Case No. 95-
?_,N which grants the Issuer approval of financing.
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"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

(b) Bonds, debentures, notes 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; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;

(c) Any bond, debenture, note, participation certificate or other
similar obligation 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;

(d) Time accounts, (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking arrangements)
which, to the extent not insured by the FDIC, shall be secured by a pledge of
Government Obligations, provided, that such Government Obligations pledged
either must mature as nearly as practicable coincident with the maturity of said
time account or must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said time account;

(e) Money market funds or similar funds, the only assets of which
are investments of the type described in paragraphs (a) through (d) above;

(f) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (d) 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 ectual to the principal amount of paid
repurchase agreements, and provided further that the owner of such repurchase
agreement shall have a prior perfected security interest in the collateral
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therefor; must have (or its agent must have) possession of such collateral; and
such collateral must be free of all claims by third parties;

(g) The "consolidated fund" (or any distinct portion thereof)
managed by the West Virginia Investment Management Board pursuant to
Article 6, Chapter 12 of the Code of West Virginia, 1931, as amended; and

(h) Advance-Refunded Municipal Bonds.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established or continued by Section 5.01(2).

’ ~             "Reserve Account" means the account in the Sinking Fund, as hereafter
:defined, created by Section 5.02(1)(a) hereof.

"Reserve Requirement" means as of any date of calculation the maximum
amount of principal and interest with will become due on the Bonds in the then current or
any succeeding year.

"Resolution", "Bond Resolution" or "Local Act" shall mean this Resolution,
from time to time amended or supplemented.

"Revenue Fund" means the Revenue Fund established or continued by Section

"SRF" means the Water Pollution Control Revolving Fund.

"SRF Administrative Fee" means any administrative fee required to be paid
to the Loan Agreement.

"SRF Regulations" means the regulations set forth in Title 47, Series 31 of the
ginia Code of State Regulations.

"Secretary" means the Secretary of the Governing Body of the Issuer.

"Series 1982 B Bonds" means the Sekver Revenue Bonds of Issuer described
1.04(L) issued August 1, 1982, in the original amount of $795,515.
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"Series 1994 A Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.04(L) issued June 8, 1994, in the original amount of $170,532.

"Series 1996A Bonds" means the Sewer Revenue Bonds of the Issuer
described in Section 1.04(L) issued April 25, 1996, in the original amount of $151,800.

"Series 1997B Bonds" means the Sewer Revenue Bonds of the Issuer
described in Section 1.04(L) issued June 24, 1997, in the original amount of $179,000.

"Series 1997C Bonds" means the Sewer Revenue Bonds of the Issuer
.described in Section 1.04(L) issued June 24, 1997, in the original amount of $2,197,304.

"Series 1997D Bonds" means
Issuer described in Section 1.04(L) issued
$3,052,954.52.

described in
$1,202,100.

the Sewer Revenue Refunding Bonds of the
June 24, 1997, in the original amount of

"Series 1998A Bonds" means the Sewer Revenue Bonds of the Issuer
Section 1.04(L) issued November 25, 1998, in the original amount of

~:, ..          "Series 1998B Bonds" means the Sewer Revenue Bonds of the Issuer
:,idescribed in Section 1.04(L) issued December 17, 1998, in the original amount of $839,000.

"Sinking Fund" mean the Sinking Fund established by Section 5.02(1) hereof.

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution of the Issuer supplementing
~mending this Resolution and, when preceded by the article "the," refers specifically to

resolution or resolutions authorizing the sale of the Bond; provided, that
matter intended by this Resolution to be included in the Supplemental Resolution with

the Bond and not so included may be included in another Supplemental Resolution.

"Surplus Revenues" means the Net Revenues not required by this Resolution
Resolutions to be set aside and held for the payment of or security for the Bonds,

Bonds or any other obligations of the I~suer, including but not limited to the
and Replacement Fund, the Reserve Accounts and Sinking Funds, the proceeds of

Bonds or other obligations are to be used to pay Costs of the Projects.
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"System" means the public service properties for the collection, treatment,
purification or disposal of liquid or solid wastes, sewage or industrial wastes, owned by the
Issuer, and any improvements or extensions thereto, both within and without the boundaries
of the District, and shall include any extensions, additions, betterments and improvements
thereto, including the facility as described in Exhibit A, hereafter acquired or constructed for

said sewerage system from any sources whatsoever, both within.and without said District.

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

"Yield" means that yield which, when used in computing the present worth of
payments of principal and interest (or other payments in the case of Nonpurpose

which require payments in a form not characterized as principal and interest) on
:~ i aNonpurpose Investment or on the Bond, produces an amount equal to the Purchase Price

such Nonpurpose Investment or the Bond, all computed as prescribed in applicable

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 shall include the plural number in each case
vice versa; words importing persons shall include firms and corporations; and words

the masculine, feminine or neutral gender shall include any other gender.

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

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

Section 1.03. Resolution Constitutes Contract. In consideration of the
of the Bond by those who shall be the Registered Owners of the same from time

, this Resolution shall be deemed to be and shall constitute a contract between the
and such Bondholders and the covenants ~and agreements herein set forth to be

by the Issuer shall be for the benefit, protection and security of the Registered
of any and all such Bonds, all of which shall be of equal rank and without
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preference, priority or distinction between any one Bond and any other Bonds by reason of
priority of issuance or otherwise, except as expressly provided therein and herein.

Section 1.04. Findings. It is hereby found, determined and declared as
follows:

A. The Issuer is a public service district, public corporation and political
subdivision of the State in Raleigh County, West Virginia.

The Issuer presently owns and operates a public sewerage system.

C.    It is deemed necessary and desirable for the health and welfare of the
,itants of the Issuer, that there be acquired the facility and constructed, the Project,

of certain improvements, extensions or betterments to the facility, as described in
A attached hereto at an aggregate estimated cost of not more than $800,000 in

plans and specifications to be prepared by the Consulting Engineers, which
plans and specifications following approval by DEP will be on file with the District.

D. The estimated revenues to be derived in each year after completion of
,ject from the operation of the System will be sufficient to pay all the costs of the

and maintenance of the System, the principal of and interest on the Bonds and the
~onds and all sinking funds, reserve accounts and other payments provided for herein,

~the Prior Resolutions and in the PSC Order.

.... E.    The estimated maximum cost of the acquisition and construction of the
ect is $800,000, which will be permanently obtained from the Bonds herein authorized.

may obtain such other grants and contributions or from other sources as may be
to pay Costs of the Project.

F.    The period of usefulness of the System after completion of the Project
be less than forty (40) years.

G. It is deemed necessary for the Issuer to issue its sewer system revenue
in the aggregate principal amount of not more than $800,000 initially to be represented

a single bond, being the Shady Spring Public Service District Sewer System Revenue
Series 1999A, to permanently finance the~costs of acquisition of the facility and

of the Project. Said costs shall be deemed to include the cost of all property
easements, and franchises deemed necessary therefor; the cost of the acquisition of



the facility and construction of said extensions, additions, betterments and improvements to
the System, funding the Reserve Account and any other expenses necessary, incidental,
desirable or appurtenant to the acquisition and construction of the Project and such
replacements as are necessary therefor; the Tap Fee; the cost of interim financing for such

ect; interest on the bonds, prior to, during and for six months after the estimated date of
etion of acquisition and construction of the Project; engineering and legal expenses;

~enses for estimates of costs and revenues; expenses for plans, specifications and surveys;
lenses for the service of registrars, paying agents, depositories or other agents in

the issuance of the Bonds, and such other expenses as may be necessary or
desirable to said construction and acquisition of the project and placing the same in operation

~and the financing authorized by this Resolution.

H. It is in the best interest of the Issuer that the Bonds be secured by and
’ payable from the Net Revenues of the System on a parity with the Prior Bonds.

I. It is in the best interests of the Issuer that its Bonds be sold to the
Āuthority pursuant to a Loan Agreement and made a part hereof, to take advantage of the
favorable terms available to the Issuer.

~eal

J.    The Issuer has complied with all requirements of West Virginia law
to authorization of the acquisition of the facility and construction, operation of the

ect and issuance of the Bonds, or will have so complied prior to issuance of any thereof,
g, among other things, (the obtaining of the PSC Order, the time for rehearing and
of which have expired) and the written approval of the West Virginia

Jobs Development Council.

K. There are outstanding obligations of the Issuer which will rank either
a parity with or junior or subordinate to the Bond as to liens, pledge and source of and

for payment, which obligations are designated and have the lien positions with
to the Bond as follows (provided, that the Series 1997 B Bonds will be paid

y with the issuance of the Bonds):

evelopment Authority - Sewer
Bonds, Series 1982B dated

1, 1982, issued in the original
amount of $795,515
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(the "Series 1982 B Bonds");

Water Development Authority - Sewer
Revenue Bonds, Series 1994A dated
June 6, 1994, issued in the original
principal amount of $170,532

"Series 1994A Bonds");

..Water Development Authority - Sewer
Bonds, Series 1996A dated

25, 1996, issued in the original
amount of $151,800

"1996A Bonds").

~ Development Authority - Sewer
Bonds, Series 1997C dated

June 24, 1997, issued in the original
principal amount of $2,197,304

(the "Series 1997C Bonds");

Authority- Sewer
Refunding Bonds, Series 1997D

.dated June 24, 1997, issued in the original
amount of $3,056,954.52

"Series 1997D Bonds");

Development Authority - Sewer
Bonds, Series 1998A

25, 1998, issued in the original
amount of $1,202,100

1998A Bonds");

~velopment Authority - Sewer
Bonds, Series 1998B

December 17, 1998, issued in the original
principal amount of $839,000
¯..(the "Series 1998B Bonds");

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)
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The Series 1982B Bonds, the Series 1994A Bonds, the Series 1996A Bonds,
the Series 1997C Bonds, the Series 1997D Bonds, the Series 1998A Bonds and the 1998B
Bonds are hereinafter called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior Bonds with respect to the
pledge and source of and security for payment and in all other respects the Issuer has

with the requirements for issuance of parity bonds in the Prior Resolutions. Other
Prior Bonds, there are no outstanding bonds or obligations of the Issuer which are

the revenues or assets of the System.

L.    The Issuer has, by certification from an independent certified public
met the parity tests of the Prior Resolutions.
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ARTICLE II

AUTHORIZATION OF EXTENSIONS, ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO SYSTEM

Section 2.01. Authorization of Extensions, Additions, Betterments and
There is hereby authorized the construction of the Project in accordance with

and specifications prepared by the Consulting Engineers, approved by DEP and the
ssuer and is on file in the office of the Board. The proceeds of the Bonds are hereby

and shall be applied as provided in Article VI hereof.

Prior to issuing the Bonds for the acquisition of the facility and construction
Project, the Issuer must receive acceptable bids or enter into contracts for the

uisition ofthefacility and construction of the Project, compatible with the financing plan
to the Program.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BOND; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01. Authorization of Bonds. For the purposes of financing a portion
of the costs, not otherwise provided, of the acquisition of the facility and construction of the

iProject, funding a reserve account for the Bonds, and paying certain costs of issuance and
related costs, or any of such purposes as shall be specified in the Supplemental Resolution,

shall be issued negotiable bonds of the Issuer in an aggregate principal amount of not
$800,000 for the Bonds. Said Bonds shall be issued as one bond to be designated

Spring Public Service District Sewer System Revenue Bonds, Series 1999A."
Bonds shall be dated as of the date of delivery thereof, shall bear such interest, shall

at such times, not exceeding twenty-one (21) years after the date of issuance, and in
’ such amount as shall be set out in Schedule X to the Loan Agreement and the Supplemental
.Resolution. The Original Bonds shall not bear interest during the acquisition and

period but interest shall commence accruing on the completion date as defined
the SRF Regulations, provided that the annual repayment of principal and payment of

~ interest shall begin not later than one (1) year after the completion date. The repayment of
and interest on the Bonds shall be as set forth on Schedule Y to the Loan

The Bonds shall contain such other terms, provisions, conditions and
all as provided by this Resolution and the Loan Agreement and as the Governing

of the Issuer shall prescribe by resolution (or by supplemental or amendatory
of said Governing Board as said Governing Board shall determine) adopted in
with the sale of such Bonds. The SRF 1% Administrative Fee shall be paid

on June 1, September 1, December 1 and March 1 of each year commencing June

The Bonds shall be payable as to principal at the principal office of the Paying
m any coin or currency which, on the dates of payment of principal is legal tender for

payment of public or private debts under the laws of the United States of America.
:he Bonds shall be paid by check or draft mailed to the registered owner thereof

as it appears on the books of the Bond Registrar, provided, that so long as the
Authority is the owner thereof, interest on the Bonds may be paid by wire transfer or other

satisfactory to the Issuer, the Paying Agent and the Authority.

Unless otherwise provided by the Supplemental Resolution, the Bond shall be
in the form of a single bond, fully registered to the Authority, with a record of

and a payment record attached, representing the aggregate principal amount, and

-19-



shall mature in principal installments, all as provided in the Loan Agreement and said
Supplemental Resolution. Bonds shall be exchangeable at the option and expense of the
Bondholder-for other fully registered Bond in aggregate principal amount equal to the
amount of said Bonds then Outstanding, with principal installments or maturities, as
applicable, corresponding to the dates of payment of principal installments of said Bonds;
provided, that the Authority shall not be obligated to pay any expenses of such exchange.

~ ;,          Subsequent series of bonds may be issued in fully registered form, in the
denomination of $5,000 or any integral multiple thereof, all as determined by a Supplemental
iResolution. Said Bonds shall be dated as of the date specified in said Supplemental

:~ Resolution and shall bear interest from such date.
¯

Section 3.02. [Reserved]

Section 3.03. Additional ,Terms of Bond. In addition to the terms set forth in
;ection 3.01 hereof and in anticipation of the sale of the Bonds to the Authority, the District
covenants that the Bonds shall comply in all respects with the provisions of the Loan
Agreement and of any resolution of the Authority and/or DEP.

Section 3.04. Execution 9fBond. The Bonds shall be executed in the name
Issuer by the Chairman, and the seal of the Issuer shall be affixed thereto or imprinted

and attested by the Secretary-Treasurer. In case any one or more of the officers who
have signed or sealed any of the Bonds shall cease to be such officer of the Issuer

the Bonds so signed and sealed have been actually sold and delivered, such Bonds
sold and delivered as herein provided and may be issued as if the person

gned or sealed such Bonds has not ceased to hold such office. Any Bond may be
and sealed on behalf of the Issuer by such person as at the actual time of the execution

such Bond shall hold the proper office in the Issuer, although at the date of such Bond
person may not have held such office or may not have been so authorized.

Section 3.,05. Authentication and Registration. No Bond shall be valid or
for any purpose or entitled to any security or benefit under this Resolution unless

until the Certificate of Authentication and Registration on such Bond, substantially in
forms set forth in Section 3.10, shall have been manually executed by the Bond Registrar.
, such executed Certificate of Authentication and Registration upon any such Bond shall

ive evidence that such Bond has been autl;tenticated, registered and delivered under
an. The Certificate of Authentication and Registration on any Bond shall be

to have been executed by the Bond Registrar if manually signed by an authorized

-20-



officer of the Bond Registrar, but it shall not be necessary that the same officer sign the
Certificate of Authentication and Registration on all of the Bonds issued hereunder.

Section 3.06. Negotiability, Transfer and Registration. Subject to the
"fions for transfer of registration set forth below, the Bonds shall be and have all of the
ties and incidents of negotiable instruments under the Uniform Commercial Code of the

and each successive Holder in accepting any of said Bonds shall be conclusively
to have agreed that such Bonds shall be and have all of the qualities and incidents

f negotiable instruments under the Uniform Commercial Code of the State, and each
successive Holder shall further be conclusively deemed to have agreed that said Bond shall

incontestable in the hands of a bona fide holder for value.

Solong as any of the Bonds remain Outstanding, the Issuer, through the Bond
shall keep and maintain books for the registration and transfer of the Bonds.

The Bond shall be transferable only upon the books of the Bond Registrar, by
Owner thereof in person or by his attorney duly authorized in writing, upon

thereto together with a written instrument of transfer satisfactory to the Bond
istrar duly executed by the Registered Owner or his duly authorized attorney.

In all cases in which the privilege of exchanging the Bonds or transferring the
¯ .is exercised, the Bonds shall be delivered in accordance with the provisions of this

All Bonds surrendered in any such exchanges or transfers shall forthwith be
by the Bond Registrar. For every such exchange or transfer of Bond, the Bond

make a charge sufficient to reimburse it for any tax, fee or other governmental
uired to be paid with respect to such exchange or transfer and the cost of preparing
Bond upon each exchange or transfer, and any other expenses of the Bond

in connection therewith, which sum or sums shall be paid by the Issuer.
gistrar shall not be obligated to make any such exchange or transfer of the

period commencing on the fifteenth day of the month preceding an interest
date on the Bonds or, in the case of any proposed redemption of Bonds, next
the date of the selection of the Bonds to be redeemed, and ending on such interest

date or redemption date.

Section 3.07. Bonds Mutilated, Des .tmyed, Stolen or Lost. In case any Bond
mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue,
Registrar shall, if so advised by the Issuer, authenticate and deliver, a new

same series and of like tenor as the Bonds so mutilated, destroyed, stolen or lost,
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in exchange and substitution for such mutilated Bond, upon surrender and cancellation of
such mutilated Bond, or in lieu of and substitution for the Bond destroyed, stolen or lost, and
upon the Holder’s furnishing proof of its 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 and the Bond Registrar may incur. All Bonds so
surrendered shall be canceled by the Bond Registrar and held for-the account of the Issuer.

any such Bond 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 Bond

lost, stolen or destroyed, without surrender thereof.

Any such duplicate Bonds issued pursuant to this Section shall constitute
original, additional contractual obligations on the part of the Issuer, whether or not the lost,

or destroyed Bonds be at any time found by anyone, and such duplicate bonds shall
entitled to equal and proportionate benefits and rights as to lien and source of security for

from the revenues pledged herein with all other bonds issued hereunder.

Section 3.08. Bonds not to be Indebtedness o__fthe Issuer. The Bonds shall not,
any event, be or constitute an indebtedness of the Issuer within the meaning of any

constitutional or statutory provision or limitation, but shall be payable solely from the Net
derived from the operation of the System as herein provided and amounts, if any,

Account. No Holder or Owners of any of the Bonds shall ever have the right
)el the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the
thereon.

S..e. ction 3.09. Bonds Secured .~ Ple_JgO_~d e o__fNe___tt Revenues. The payment of the
service on all the Bonds shall be secured forthwith equally and ratably with each other

a first lien on the Net Revenues derived from the System and Facility on a parity with the
such Net Revenues in favor of the Holders of the Prior Bonds. Such Net Revenues

sufficient to pay the principal of and interest on and other payments for the
and the Bonds and to make the payments into the Sinking Funds, the Reserve

herein and in the Renewal and Replacement Fund hereinafter continued or
and to make the payments requested by this Resolution, the Prior Resolutions,

are hereby irrevocably pledged to the payment of the principal of and any interest on the
as the same become due.

.Section 3.10. Form o__fBonds. The t~xt of the Bonds shall be in substantially
form, with such omissions, insertions and variations as may be necessary and

and authorized or permitted hereby, or by any Supplemental Resolution adopted
the issuance thereof.
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(Form of Bond)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REVENUE BOND, SERIES 1999A

R-1 $752,000

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a public corporation and political subdivision of the State of West
~i~ginia in Raleigh County of said State (the "Issuer"), for value received, hereby promises

pay, solely from the special funds provided therefor, as hereinafter set forth, to the West
:Water Development Authority (the "Authority") or registered assigns the sum of
or such lesser amount as shall have been advanced to the Issuer hereunder and not
repaid, as set forth in the "Record of Advances" attached as Exhibit A hereto and

.... ~orated herein by reference, in installments on the 1st day of June, the 1st day of
the 1st day of December and the 1st day of March in each year beginning June

)00, as set forth on the "Schedule of Annual Debt Service" attached as Exhibit B hereto
herein by reference, with interest on each installment at the rate of zero

per annum as set forth on said Exhibit B. The SRF Administrative Fee of 1%
also be payable quarterly on the 1st day of June, the 1st day of September, the 1st day

and the 1 st day of March of each year beginning June 1, 2000 as set forth on
attached hereto.

~.~ ~ Principal installments of this Bond are payable in any coin or currency which,
dates of payment of principal, is legal tender for the payment of public and

debts under the laws of the United States of America, at the office of the West
Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in
, ~but only with the express written consent of the Authority and the West Virginia

of Environmental Protection, a division of the West Virginia Bureau of
..... (the "DEP"), and upon the terms and conditions prescribed by, and otherwise

with, the Loan Agreement dated October 23, 1998 among the Authority, the
~EP and the Issuer.

¯:
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This Bond is issued in the aggregate principal amount of $ 752,000 (i) to pay
the costs of construction of certain improvements and extensions to the sewerage system of
the Issuer (the "Project"), (ii) to fully fund the Reserve Account; and (iii) to pay certain
costs of issuance hereof and related costs. This Bond is issued under the authority of and in
full compliance with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 16, Article 13A of the Code of West Virginia, 1931, as amended (the
,’Act"), a Resolution duly adopted by the Issuer on the 18th day of March, 1999, and a ¯

Resolution adopted by the Issuer on the 18th day of March, 1999 (collectively
the "Resolution"), and is subject to all the terms and conditions thereof. The

provides for the issuance of additional bonds under certain conditions, and such
would be entitled to be paid and secured equally and ratably from and by the funds and

and other security provided for the Bonds under the Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING

SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN
RESOLUTION.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Resolution) to be derived from the operation of the System on a parity with

pledge of Net Revenues in favor of the holders of the Prior Bonds and moneys in the
Account created under the Resolution and unexpended proceeds of the Bond (the

Proceeds"). Such Net Revenues shall be sufficient to pay the principal of and interest
all bonds which may be issued pursuant to the Act and which shall be set aside as a

fund hereby pledged for such purpose. This Bond does not constitute a corporate
of the Issuer within the meaning of any constitutional or statutory provisions
, nor shall the Issuer be obligated to pay the same or the interest thereon except

special fund provided from the Net Revenues, the moneys in the Reserve Account
Bond Proceeds. Pursuant to the Resolution, the Issuer has covenanted and

to establish and maintain just and equitable rates and charges for the use of the
the services rendered thereby, which shall be sufficient to provide for the

e expenses of operation, repair and maintenance of the System, and to leave a
.balance each year equal to at least 115% of the amount required to pay the maximum amount

in any ensuing fiscal year of principal of and interest, if any, on all obligations on a
with or prior to the Bonds including the Prior Bonds payable from such revenues,

however, that so long as there exists in the l~eserve Account an amount equal to the
amount of principal and interest which will become due on said Bond in the then

year or any succeeding year and the reserve account for any other obligations
a parity with the Bond including the Prior Bonds, is funded at an amount at
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least equal to the requirement therefor, such percentage may be reduced to 110%. The Issuer
has entered into certain further covenants with the registered owners of the Bonds for the
terms of which reference is made to the Resolution. Remedies provided the registered
owners of the Bonds are exclusively as provided in the Resolution, to which reference is here
made for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
~sferable, as provided in the Resolution, only upon the books of the Bank One, West

i~ Virginia, National Association, Charleston, West Virginia as registrar (the "Registrar") by
istered Owner, or by its attorney duly authorized in writing, upon the surrender of this

together with a written instrument of transfer satisfactory to the Registrar duly
by the Registered Owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond under the
provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
of all amounts advanced for preliminary expenses as provided by law, shall be

solely to the payment of the costs of the Project described in the Resolution, and
shall be and hereby is created and granted a lien upon such moneys, until so applied,

of the owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
and things required to exist, happen and be performed precedent to and in the

of this Bond have existed, have happened, and have been performed in due time,
manner as required by law, and that the amount of this Bond, together with all other

of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
State of West Virginia and that a sufficient amount of the revenues of the System has
pledged to and will be set aside into said special fund by the Issuer for the prompt

of the principal of and interest on this Bond.

All provisions of the Resolution, resolutions and statutes under which this
is issued shall be deemed to be a part of the contract evidenced by this Bond to the
extent as if written fully herein.
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IN WITNESS WHEREOF, SHADY SPRING PUBLIC SERVICE DISTRICT
~has caused this Bond to be signed by its Chairman and its corporate seal to be hereunto
iaffixed and attested by its Secretary-Treasurer, and has caused this Bond to be dated

~, 1999.

~T:

Chairman
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(Form of)

CERTIFICATE OF AI ~THENTICATION AND REGISTRATION

This Bond is one of the Series 1999A Bonds described in the within-mentioned
and has been duly registered in the name of the Registered Owner set forth above,

of the date set forth below.

Date: ., 1999

Bank One, West Virginia, National Association,
as Registrar

By
Its Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

$73,272.00
$

(3) $

, $

,$

,, 1999 (7) $
(8) $
(9) $

(10) $
(11)$
(12)$

TOTAL $
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EXHIBIT B

SCHEDULE OF ANNUAL DEBT SERVICE
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Form of Assignment                       .z

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

within Bond and does hereby irrevocably constitute and appoint
., Attorney to transfer said Bond on the books

for registration thereof with full power of substitution in the premises.

Dated:

presence of:
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Section 3.11. Sale of Original Bonds; Ratification and Execution of Loan
B_~m’eement with Authority and DEP. The Bonds shall be sold to the Authority pursuant to
he terms and conditions of the Loan Agreement. If not so authorized by previous resolution,

Chairman is specifically authorized and directed to execute the Loan Agreement and the
Secretary-Treasurer is directed to affix the seal of the Issuer thereto, attest the same and

’ the Loan Agreement to the Authority, and any such prior execution and delivery of
Loan Agreement is hereby authorized, ratified and approved.

Section 3.12. Certificate of Consulting Engineers. Prior to the issuance of the
the Issuer must obtain the certificate of the Consulting Engineers, in the form
to the SRF Loan Agreement, to the effect that the Project has been designed as
in the Program application and will be constructed in accordance with the approved

specifications and design as submitted to the DEP and the Authority, as the case may
be, that the Project will be adequate for the purposes for which it was designed, and the

; plan as submitted to the DEP and the Authority is sufficient to pay the costs of the
uisition of the facility and construction of the Project.
,

Section 3.13. Amended Schedule A Filing. Within 60 days following the
~letion Date, the Issuer will file with the Authority its schedule, in substantially the
of"Amended Schedule A" to the Loan Agreement, setting forth the actual costs of the

ect and sources of funds used therefor.

ARTICLE IV

[RESERVED]

ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01, Establishment of Funds and Accounts .with Depository. Bank.
following special funds or accounts are created with and shall be held by the Depository

and apart from all other funds or accounts of the Depository Bank and from
(or continue pursuant to Prior Resolutio~ns):

(1) Revenue Fund;
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(2) Renewal and Replacement Fund;

Bond Construction Trust Fund.

Section 5.02. Establishment of Funds and Accounts with Commission. The
following special funds or accounts are hereby established with the Commission:

: ~ (1)

Section 5.03.

Series 1999A Bond Sinking Funds;

(a) Within the Series 1999A Bond Sinking Funds, the Series
1999A Bond Reserve Account.

A. The entire GrossSystem Revenues; Flow of Funds.
iRevenues derived from the operation of the System shall be deposited upon receipt in the
Revenue Fund created pursuant to Section 5.03 of the Prior Resolutions and which is

hereby. The Revenue Fund shall constitute a trust fund for the purposes provided
~ in this Resolution and shall be kept separate and distinct from all other funds of the Issuer

the Depository Bank and used only for the purposes and in the manner therein and herein
provided. As long as the Prior Bonds are Outstanding, the Issuer shall make the payments

by Section 5.03A of the Prior Resolutions and simultaneously make the payments
hereinafter.

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

(2) Next from the moneys in the Revenue Fund, the Issuer shall on the first
tofeach month, make the payments required by Section 5.03A(2) of the Prior Resolutions

:g on the first day of each month, 4 months prior to the first date of payment
~interest on the Bonds, apportion and set apart out of the Revenue Fund and remit to the

for deposit in the Sinking Fund, a sum equal to 1/3rd of the amount of interest
will mature and become due on said Bonds on the next ensuing quarterly payment

provided that, in the event the period to elapse between the date of such initial deposit
the Sinking Fund and the next quarterly payment date is less than 4 months, then such

payments shall be increased proportionately to provide, one month prior to the next
payment date.

(3) Next from the moneys in the Revenue Fund, the Issuer shall (a) on the
day of each month, make the payment required by Sections 5.03A(3) of the Prior

and, commencing 4 months prior to the first date of payment of principal on the
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Series 1999A Bond, apportion and set apart out of the Revenue Fund and remit to the
Commission for deposit in the Sinking Fund, a sum equal to 1/3rd of the amount of principal
which will mature and become due on said Bonds on the next ensuing quarterly principal
payment date; provided that, in the event the period to elapse between the date of such initial
deposit in the Sinking Fund and the next quarterly principal payment date is less than 4

then such monthly payments shall be increased proportionately to provide, one
prior to the next quarterly principal payment date, the required amount ofprincipai\

due on such date.

The Issuer shall complete the "Monthly Payment Form," the form of which is
the Loan Agreement as Exhibit F, and submit a copy of said form along with a

of its remittance checks to the Authority by the 5th day of such calendar month.

(4) The Issuer shall next transfer from the Revenue Fund and make the
required by Sections 5.03 A(4) of the Prior Resolutions commencing on the first

of each month, 3 months prior to the first date of payment of principal of the Bonds, if
fully funded upon issuance of the Bonds, apportion and set apart out of the Revenue Fund

~nd remit to the Commission for deposit in the Reserve Account, an amount equal to 1/120
the Reserve Requirement; provided, that no further payments shall be made into the

Account when there shall have been deposited therein, and as long as there shall
on deposit therein, an amount equal to the Reserve Requirement.

;:.:i (5) The Issuer shall next, from the moneys remaining in the Revenue Fund,
first day of each month, simultaneously with the payments listed above, transfer to the

and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,
of any payments for account of any Reserve Account (such amount to be inclusive

Section 5.03A(5) of the Prior Resolutions, not in addition to). All funds in the Renewal
Fund shall be kept apart from all other funds of the Issuer or of the¯

r Bank and shall be invested and reinvested in accordance with Article VIII hereof.
and disbursements may be made from the Renewal and Replacement Fund for
emergency repairs, improvements or extensions to the System; provided, that

’ deficiencies in the Prior Bonds Reserve Account, or the Reserve Account [except to the
::extent such deficiency exists because the required payments into such account have not, as

date of determination of a deficiency, funded such account to the maximum extent
uired hereof] shall be promptly eliminated with moneys from the Renewal and

Fund.                            ~,

Moneys in the Sinking Fund shall be used only for the purposes of paying
~al of and interest on the Bonds as the same shall become due. Moneys in the Reserve



Account in the Sinking Fund shall be used only for the purpose of paying principal of or
interest on the Bonds as the same shall come due, when other moneys in the Sinking Funds
are insufficient therefor, and for no other purpose. Except for the funds required to be

~osited in the Rebate Fund, all investment earnings on moneys in the Reserve Account
be transferred, not less than once each year, tothe Bond Acquisition and Construction

Trust Fund prior to completion of the Projects and thereafter, to the Sinking Funds.

Any withdrawals from the Reserve Account which result in a reduction
n the balance of the Reserve Account to an amount below the Reserve Requirement shall

restored from the first Net Revenues available after all required payments
the Sinking Funds for payment of debt service on the Bond have been made in full.

B.    As and when additional Bonds ranking on a parity with the Original
ionds are issued, provision shall be made for additional payments into the Sinking Funds

pay any interest on such additional Bonds and accomplish retirement thereof at
and to accumulate a balance in the Reserve Account in an amount equal to the

Reserve Requirements.

.... ¯         The Commission is hereby designated as the fiscal agent for the administration
5f the Sinking Funds created hereunder, and all amounts required for said Sinking Funds

be remitted to the Commission from the Revenue Fund by the Issuer at the times
herein.

The payments into the Sinking Funds shall be made on the first day of each
except that when the first day of any month shall be a Sunday or legal holiday then

shall be made on the next succeeding business day, and all such payments
remitted to the Commission with appropriate instructions as to the custody, use and

~lication thereof consistent with the provisions of this Resolution.

Moneys in the Reserve Account shall be invested and reinvested by the
Commission in accordance with Article VIII hereof.

The Sinking Fund, including the Reserve Account therein, shall be used solely
only for, and is hereby pledged for, the purpose of servicing the Bonds and any

Bonds ranking on a parity with them that may be issued and Outstanding under
and restrictions hereinafter set forth~

C.    Whenever all of the required and provided transfers and payments from
Fund into the several special funds, as hereinabove provided, are current and
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there remains in said Revenue Fund a balance in excess of the estimated amounts required
to be so transferred and paid into the Sinking Funds, including the Reserve Account therein,
and the Renewal and Replacement Fund during the following month or such longer period
as shall be required by the Act, such excess shall be considered as surplus revenues (the
"Surplus Revenue"). Surplus Revenues may be used for any lawful purpose of the Issuer.

D.    The Issuer shall remit from the Revenue Fund to the Commission or the
Bank, on such dates as the Commission or the Depository Bank, as the case may

be, shall require, such additional sums as shall be necessary to pay any Depository Bank’s
charges then due. The Issuer shall also remit from the Revenue Fund to the Authority, on

dates as the Authority and the DEP shall require, the Issuer’s allocable share of
)le administrative expenses of the Authority relating to the Program, if any.

E. ¯ The moneys in excess of the maximum amounts insured by FDIC in the
Fund and the Renewal and Replacement Fund shall at all times be secured, to the

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.

F.    If on any monthly payment date the revenues are insufficient to place
amount in any of the funds and accounts as hereinabove provided, the deficiency

be made up in the subsequent payments in addition to the payments which would
be required to be made into the funds and accounts on the subsequent payment

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

~ System.
H. The Gross Revenues of the System shall only be used for purposes of

I.    The Issuer shall each month, on the day set forth in Section 5.03A(2)
(if such day is not a business day, then the next succeeding business day), deposit with

Commission the SRF Administrative Fee as set forth in the Schedule Y attached to the
Agreement.

Section 5.04. Excess Bond Proceeds. ~The Issuer shall place any proceeds from
not required for the Project Costs in the Reserve Account to the extent that the

therein are not equal to the Reserve Requirements or otherwise instructed by the
land the Authority.
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ARTICLE VI

APPLICATION OF ORIGINAL BOND PROCEEDS, FUNDS AND ACCOUNTS

Section 6.01. Application of Original Bond Proceeds. The moneys derived
from the sale of the Original Bonds shall be deposited by the Issuer as received from time
:to time in the Bond Construction Trust Fund established in Section 5.01 (3) hereof.

The Depository Bank shall act as a trustee and fiduciary for the Bondholders
with respect to the Bond Construction Trust Fund and shall comply with all requirements
with respect to the disposition of the Bond Construction Trust Fund set forth in this
Resolution. Except with respect to any transfers to the Rebate Fund, moneys in the Bond

Trust Fund shall be used solely to pay Costs of the Projects and until so
:: :transferred or expended, are hereby pledged as additional security for the Bonds.

Section 6.02. Disbursements From the Bond Construction _Trust Fund. On or
: before the Closing Date, the Issuer shall have delivered to the Authority and DEP a report
listing the specific purposes for which the proceeds of the Bonds will be expended and the
disbursement procedures for such proceeds, including an estimated monthly draw schedule.

for Costs of the Projects shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Bond
Trust Fund shall be made only after submission to, and approval from, the

and the DEP of the following:

(1) A "Payment Requisition Form," attached to the Loan Agreement as
C, and

(2) A certificate, signed by the Chairman and the Consulting Engineers,

(A) That none of the items for which the payment is proposed to be
made has formed the basis for any disbursements theretofore made;

(B) That each item for which the payment is proposed to be made is
or was necessary in connection with the Projects and constitutes a Cost of the
Projects;
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(c)
and

(D)
owing.

That each of such costs has been otherwise properly incurred;

That payment for each of the items proposed is then due and

In case any contract provides for the retention of a portion of the contract price,
Issuer shall disburse from the Bond Construction Trust Fund only the net anaount

after deduction of any such portion. All payments made from the Bond
Construction Trust Fund shall be presumed by the Depository Bank to be made for the

urposes set forth in said certificate, and the Depository Bank shall not be required to
the application of disbursements from the Bond Construction Trust Fund. The

’,onsulting Engineers shall from time to time file with the Depository Bank written
advising the Depository Bank of its then authorized representative.

Pending such application, moneys in the Bond Construction Trust Fund,
~g any accounts therein, shall be invested and reinvested in Qualified Investments at

the written direction of the Issuer.

ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the covenants, agreements
provisions set forth in this Resolution shall be and constitute valid and legally binding

the Issuer and shall be enforceable in any court of competent jurisdiction by any
or owners of the Bond as if they were set forth in full in this Resolution. In addition

.the other covenants, agreements and provisions of this Resolution, the Issuer hereby
and agrees with the owners of the Bond as hereinafter provided in this Article VII.
covenants, agreements and provisions shall be irrevocable, except as provided

as long as any of said Bonds, or the interest thereon, is Outstanding and unpaid.

Section 7.02. Bond not to be Indebtedness of the Issuer. The Bond shall not
nor constitute an indebtedness of the Issuer within the meaning of any constitutional,

or charter limitation of indebtedness, but, shall be payable solely from the funds
for such payment by this Resolution. No Holder or Owners of any Bond shall ever

the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
the interest thereon.
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Section 7.03. Bonds Secured ~ Ple_!g.~d e of Net Revenues. The payment of the
debt service of the Original Bonds issued hereunder shall be secured forthwith equally and
ratably by a first lien on the Net Revenues derived from the operation of the System on a
parity with the lien on such N6t Revenues in favor of the Prior Bonds. The Revenues derived
from the System, in an amount sufficient to pay the principal of the Bonds herein authorized

to make the payments into the Sinking Funds, including the Reserve Account herein, and
all other payments provided for in the Prior Resolutions and this Resolution are hereby

pledged, in the manner provided herein, to the payment of the principal of and
nterest on the Bonds as the same become due, and for the other purposes provided in this

Section 7.04. Rates. Prior to issuance of the Original Bond, equitable rates or
for the use of and service rendered by the System will be established all in the
and form required by law, and copies of such rates and charges so established will

continuously on file with the Secretary, which copies will be open to inspection by all
parties. The schedule of rates and charges shall at all times be adequate to produce

Revenues from said System sufficient to pay Operating Expenses and to make the
ilprescribed payments into the funds created hereunder. Such schedule of rates and charges
shall be changed and readjusted whenever necessary so that the aggregate of the rates and
charges will be sufficient for such purposes. The Issuer shall take the necessary actions with

to the imposition of rates at such times and with such provisions with respect to
and maturity of the Bond to finance the issuance of the Bond as the purchaser
require. In order to assure full and continuous performance of this covenant,

margin for contingencies and temporary unanticipated reduction in income and
the Issuer hereby covenants and agrees that the schedule of rates or charges from

time in effect shall be sufficient (i) to provide for all reasonable expenses of
and maintenance of the System and (ii) to leave a balance each Fiscal Year

iial to at least 115% of the maximum amount required in any succeeding Fiscal Year for
of and interest on the Bond; provided that, in the event that an amount

to or in excess of the Reserve Requirement is on deposit in the Reserve
is funded at least at the requirement provided for in the Resolution, such

each Fiscal Year need only equal at least 110% of the maximum amount required
g Fiscal Year for payment of principal of and interest on the Original Bond.

The Issuer hereby adopts the rates and charges set forth in the PSC Order and
as Exhibit C and incorporated here~ by reference.

Section 7.05. Completion, Operation and. Maintenance; Schedule _of Cost. The
expeditiously complete the Projects and will maintain the System in good
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condition and will operate the same as a revenue-producing enterprise in an efficient and
economical manner, making such expenditures for equipment and for renewal, repair and
replacement as may be proper for the economical operation and maintenance thereof from
the revenues of said System in the manner provided in this Resolution.

Upon completion of the Projects, the Issuer shall-file with the Authority a
in substantially the form of Amended Schedule A to the Program loan application,

setting forth the actual costs of the P/rojects and sources of funds therefor.

¯ Section 7.06. Sale of the System. Except as otherwise required by law and the
’ of the Prior Resolutions, the System may not be sold, mortgaged, leased or otherwise

of except as a whole, or substantially as a whole, and only if the net proceeds to be
shall be sufficient to pay fully or redeem at or prior to maturity all the Bonds and

Outstanding, or to effectively defease this Resolution in accordance with Sections
10.01 hereof. The proceeds from any such sale, mortgage, lease or other disposition of the

shall be immediately remitted to the Commission for deposit in the appropriate
Funds, and the Issuer shall direct the Commission to apply such proceeds to the

~ayment of principal at maturity of and interest on the Bonds about to mature and to the
maturity at the earliest date permitted hereby and at the redemption price,

other Outstanding Bonds. Any balance remaining after the redemption or payment of
Bonds and interest thereon shall be remitted to the Issuer by the Commission unless

for the payment of other obligations of the Issuer payable out of the revenues of
System.

~ The foregoing provision notwithstanding, the Issuer shall have and hereby
the right to sell, lease or otherwise dispose of any of the property comprising a part

System hereinafter determined in the manner provided herein to be no longer
¯ 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
received during the same Fiscal Year for such sales, leases or other dispositions of

properties, is not in excess of $10,000, the Issuer shall, by resolution, determine that
property comprising a part of the System is no longer necessary, useful or profitable in

operation thereof and may then provide for the sale of such property. The proceeds of
such sale shall be deposited in the Renewal and Replacement Fund. If the amount to be

from such sale, lease or other disposition of said property, together with all other
::.amounts received during the same Fiscal Year for sl~ch sales, leases or other dispositions of
such properties, shall be in excess of$10,000 but not in excess of $50,000, the Issuer shall

:~i~: first, in writing, determine upon consultation with the Consulting Engineers that such
" " a part of the System is no longer necessary, useful or profitable in the
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: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

from any such sale, lease or other disposition of such property, aggregating during
-~ such Fiscal Year in excess of $10,000 and not in excess of $50,000, shall, upon receipt of

of the Registered Owners, if needed, be remitted by the Issuer to the Commission
for deposit in the appropriate Sinking Funds and shall be applied only to the purchase or

ion of Bonds of the last maturities then Outstanding at prices not greater than the
~licable redemption price, or, if not redeemable, par, or otherwise in the Renewal and

acement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
Replacement Fund shall not reduce the amounts required to be paid into said funds by

" ;ions of this Resolution.

No sale, lease or other disposition of the properties of the System shall be made
the Issuer if the proceeds to be derived therefrom, together with all other amounts

during the same Fiscal Year for s~uch sales, leases, or other dispositions of such
shall be in excess of $50,000 and insufficient to pay or redeem prior to maturity

all Bonds then Outstanding without the prior approval and consent in writing of the Owners,
their duly authorized representatives, of sixty-six and two-thirds percent (66 2/3%) in

amount of the Bonds then Outstanding. The Issuer shall prepare the form of such approval
consent for execution by the then Registered Owners of the Bonds for the disposition of
proceeds of the sale, lease or other disposition of such properties of the System.

.......... .         Section 7.07. Issuance of Other Obligations Payable Oust o__f.Revenues and
~ Covenant Against Encumbrances. So long as any of the Bonds are Outstanding, the

not issue any other obligations whatsoever payable from the revenues of the
rank prior to, or equally, as to lien on and source of and security for payment

with the Bonds; provided, however, that Parity Bonds may be issued as
for in Section 7.08 hereof. All obligations hereafter issued by the Issuer payable

the revenues of the System, except such Parity Bonds, shall contain an express
that such obligations are junior and prior, as to lien on and source of and security

from such revenues and in all other respects, to the Bonds; provided, that no
prior obligations shall be issued unless all payments required to be made into the

Reserve Account and the Renewal and Replacement Fund at the time of the issuance of such
prior obligations have been made and are current.

Except as provided above, the Issuer ~hall not create, or cause or permit to be
any debt, lien, pledge, assignment, encumbrance or any other charge having priority

over or being on a parity with the respective liens of the Bonds, and the interest thereon,
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upon any of the income and revenues of the System pledged for payment of the Bond and
the interest thereon in this Resolution, or upon the System or any part thereof.

The Issuer shall give the Authority and the DEP prior written notice of its
issuance of any other obligations to be issued for the System, payable from the revenues of
the System or from any grants for the Projects, or any other obligations related to the Projects
or the System.

been

Section 7.08. Pari~ Bonds. A. No Parity Bonds payable out of the Net
of the System may be issued without the prior written consent of the Authority and

No Parity Bonds payable out of the revenues of the System shall be issued after the
ance of any Bonds pursuant to this Resolution, except under the conditions and in the

: herein provided.

.... No Parity Bonds shall be issued except for the purpose of financing the costs
and construction of extensions, additions, betterments or improvements to

System or refunding the entirety of one or more issues or series of bonds or both such
~oses.                f

No Parity Bonds shall be issued at any time, however, unless and until there
procured and filed with the Secretary a written statement by Independent

based upon the necessary investigation and certification by the Consulting
reciting the conclusion that the net revenues actually derived, subject to the

iustments hereinafter provided, from the System during any twelve (12) consecutive
¯    within the eighteen (18) months immediately preceding the date of the actual

Parity Bonds, plus the estimated average increased annual net revenues to
e received in each of the three (3) succeeding years after the completion of the

to be financed by such additional Parity Bonds, shall not be less than one
fifteen percent (115%) of the maximum debt service in any succeeding year on the
~g:

(1) The Bonds then Outstanding;

(2) Any Parity Bonds theretofore issued pursuant to the provisions
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
’the three (3) succeeding years," as that term is used in the computation provided in the

above paragraph, shall refer only to the increased net revenues estimated to be derived from
increase in rates enacted by the Issuer, the time for appeal of which shall have 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 Consulting Engineers, which shall be filed in the office of the

i:~:Secretary prior to the issuance of such additional Parity Bonds.

The Net Revenues actually derived from the System during the twelve (12)
month period hereinabove referred to may be adjusted by adding to such net

such additional net revenues which would have been received, in the opinion of the
g Engineers and the Independent Accountants as stated in a certificate jointly made

and signed by the Consulting Engineers and the Independent Accountants, on account of
increased rates; rentals, fees and charges for the System enacted by the Issuer, the time for

of which shall have expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written~�_contracts for the immediate acquisition and construction of
.such extensions, additions, betterments or improvements to the System which are to be

by such Parity Bonds.

All the covenants and other provisions of this Resolution (except as to details
Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and
of the owners of the Original Bonds and the owners of any Parity Bonds

sequently issued from time to time within the limitations of and in compliance with this
All the Bonds, regardless of the time or times of their issuance shall rank equally

to their respective liens on the revenues of the System, and their respective
for payment from said revenues, without preference of any Bond over

z other. The Issuer shall comply fully with all the increased payments into the various
created in this Resolution required for and on account of such additional Bonds, in

to the payments required for Bonds theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
subsequently issued, the lien of which on the revenues of the System is subject

the prior and superior lien of the Outstanding Bonds on such revenues. The Issuer shall

any obligations whatsoever payable fr9m the revenues of the System, or any part
. which rank prior to or, except in the manner and under the conditions provided in

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

B.    Notwithstanding the foregoing, the Issuer may issue Parity Bonds
without compliance with any other conditions for the purpose of refunding prior to maturity

issues or series of the Bonds, provided that the annual debt service required on account
!the refunding Bonds and the Bonds which are not refunded shall not be greater in any year
which the Bonds not refunded and the refunding Bonds are to be Outstanding than the

debt service required in such year if the Bonds to be refunded were not so refunded.

With the written consent in advance of the Authority and DEP and anything
:to the contrary in this Section 7.08 notwithstanding, Parity Bonds may be authorized and
issued by the Issuer pursuant to Supplemental Resolution solely to complete the Projects as
.described in the Issuer’s Program application to the Authority and DEP in accordance with

~lans and specifications, in the event that the Original Bonds should be insufficient,
with other funds lawfully available therefor, to pay all costs of acquisition and

of the Projects; provided, however, that, prior to the issuance of such Parity
under the provisions of this paragraph, the Consulting Engineers shall file with the

a certificate to the effect that additional funds are necessary for such purpose. All
Parity Bonds authorized and issued under the provisions of this paragraph shall be

.... the aggregate principal amount required to make up any deficiency in funds for
of the acquisition and construction costs to complete the Projects, and the maturities

’any such Parity Bonds shall be in years and amounts suggested by the Authority.

Section 7.09. Insurance and Acquisition and Construction _Bonds. The Issuer
such insurance and in such amounts as is customarily carried with respect to works

similar to the System, with a reputable insurance carrier or carriers, against
damage by fire, explosion, hurricane, earthquake, cyclone, occupancy or other
and risks. The Issuer will require that each of its contractors and all subcontractors

during the life of any contract, workers’ compensation coverage, public liability
property damage insurance and vehicle liability insurance in amounts and on

~factory to the Authority and the DEP, so long as the Authority is the Owner of the
rhe Issuer will itself, or will require each co~atractor and subcontractor to, obtain and

builder’s risk insurance (fire and extended coverage) on a one hundred percent
(completed value form) on the insurable portion of the Projects, to protect the

of the Issuer, the Authority, the prime contractor and all subcontractors as their
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interests may appear, in accordance with the Loan Agreement, during acquisition and
construction of the Projects in the full insurable value thereof. In time of war, the Issuer shall
also carry in said amount such insurance as may be available against loss or damage by the
risks and hazards of war. The proceeds of all such insurance policies shall be disposed of as

in the Resolution and otherwise shall be placed in the Renewal and Replacement
~und and used only for the repair and restoration of the damaged or destroyed properties or

the other purposes provided herein for said Renewal and Replacement Fund. The Issuer
,ill also carry liability insurance for damage or injury to persons or property in amounts

adequate for such purposes and customarily carried with respect to works and properties
;imilar to the System. The Issuer shall carry such other insurance as is required by the

Authority and DEP and as set forth in the Loan Agreement, including but not limited to flood
and business interruption insurance, to the extent available at reasonable cost to

; Issuer.

The Issuer shall require all contractors engaged in the acquisition and
of the Projects to furnish a performance bond and a payment bond, each in an

equal to 100% of the contract price of the portion of the Projects covered by the
~icular contract as security for the faithful performance of such contract.

Section 7.10. Consulting Engineers. The Issuer shall provide and maintain
and adequate resident engineering services satisfactory to the Authorityand the

covering the supervision and inspection of the development of the Project and bearing
of assuring that construction conforms to the plans, specifications and

lgns prepared by the Consulting Engineers. Such resident engineer shall certify to the
the DEP and the Issuer, at the completion of construction, that construction is in
e with the approved plans, specifications and designs, or amendments thereto,
by all necessary governmental bodies. The Issuer shall require the Consulting

submit Recipient As-Built Plans, as defined in the SRF Regulations, to it within
of the completion of the Project. The Issuer shall notify the DEP in writing of such
The Issuer shall submit a Performance Certificate, the form of which is attached as

the Loan Agreement and is incorporated herein by reference, to the DEP within
of the end of the first year after the Project is completed.

The Issuer shall require the Consulting Engineers to submit the final Operation
Manual, as defined in the SRF Regulations, to the DEP when the Project

completed. The Issuer agrees that it will, at all times, provide operation and
of the System to comply with any and all State and federal standards. The
that qualified operating personnel, properly certified by the State, will be

before the Project is 25% complete and agrees that it will retain such a certified
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operator(s) to operate System during the entire term of the Loan Agreement. The Issuer
shall notify the DEP thein writing of the certified operator employed at the 25% completion

The Issuer agrees that qualified operating personnel, properly certified by the
will be retained to operate the System during the entire term of the Loan Agreement.

Section 7.11. Compliance With Loan Agreements, .Rules and Regulations.
Issuer hereby covenants and agrees to perform and satisfy all terms and conditions of

Loan Agreement and to comply with all applicable laws, rules and regulations issued by
Authority, the DEP or other State, federal or local bodies in regard to the planning and

)fthe Projects and operation, maintenance and use of the System.

Section 7.12. No Free .Services. The Issuer will not render or cause to be
any free services of any nature by its System; and, in the event the Issuer or any

ii~idepartment, agency, instrumentality, officer or employee of the Issuer shall avail itself or
himself or herself of the facilities or services provided by the System or any part thereof, the

fees or charges applicable to other customers receiving like services under similar
shall be charged the Issuer and any such departmen.t, agency, instrumentality,

Such charges shall be paid as they accrue, and the Issuer shall transfer
its :general funds sufficient sums to pay such charges for service to any of its

or properties. The rev---enues so received shall be deemed to be revenues derived
operation of the System and shall be deposited and accounted for in the same

as other revenues derived from such operation of the System.

Section 7.13. Enforcement o__f Collections. The Issuer will diligently enforce
all fees, rates, rentals or other charges for the services and facilities of the System

actions and proceedings for the enforcement and collection of such fees,
or other charges that shall become delinquent to the full extent permitted or

z the laws of the State of West Virginia. All such rates and charges, if not paid
shall become a lien on the premises served by the System.

Whenever any rates, rentals or charges for the services or facilities of the
:.or of the waterworks system or sewerage system constituting a part thereof, shall

for a period of thirty (30) days after J;he same shall become due and payable,
¯ and the owner thereof, as well as the user of the services and facilities, shall be

such time as all such rates and charges are fully paid. The Issuer further
agrees that it will, to the full extent permitted by law, and any rules and
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dations promulgated by the Public Service Commission of West Virginia applicable
discontinue and shut off both the water and sewerage services and facilities of the
to all delinquent users of the services and facilities of the System, or of the

system or sewerage system constituting a part thereof, and will not restore either
or sewerage services of the System until all delinquent charges for the service and

of the System, or of the waterworks system or sewerage system constituting a part
plus reasonable interest penalty charges for the restoration of service, have been fully

Section 7.14. No Competing Franchise. To the extent allowable by law, the
will not grant or cause, consent to or allow the granting of, any franchise or permit to

person, firm, corporation or body, or agency or instrumentality whatsoever for the
of any services which would compete with services provided by the System.

Section 7.15. Books., Records and Facilities. The Issuer shall keep complete
accurate records of the cost of acquisition and construction of the Project. The Issuer
permit the Authority and the DEP, or their agents and representatives, to inspect all

documents, papers and records relating to the Projects and the System at all
the purpose of audit and examination. The Issuer shall submit to the

and the DEP such documents and information as they may reasonably require in
with the installation of the Projects, the operation and maintenance of the System

administration of the Loan Agreement or other sources of financing for the Projects.

The Issuer shall permit the Authority and the DEP, or their agents and
to inspect all records pertaining to the operation of the System at all

~, times following completion of acquisition and construction of the Projects and
of operation thereof, or, if the Projects is an improvement to an existing

reasonable time following commencement of construction.

The Issuer will keep books and records of the System, which shall be separate
all other books, records and accounts of the Issuer, in which complete and

be made of all transactions relating to the System, and any owner of a
issued pursuant to the Resolution shall have the right at all reasonable times

System and all parts thereof and all records, accounts and data of the Issuer

The accounting system for the System shall follow currently accepted
g practices in accordance with the rules and regulations of the PSC and the Act.

accounting records shall be maintained by the Issuer. Subsidiary records
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may be required shall be kept in the manner, on the forms, in the books, and along with
bookkeeping records as prescribed by the Issuer. The Issuer shall prescribe and

~stitute the manner by which subsidiary records of the accounting system which may be
remote from the direct supervision of the Issuer shall be reported to such agent of

~ Issuer as the Authority shall direct.

The Issuer shall file with the Consulting Engineers and the Authority and DEP,
shall mail in each year to any owner or owners of Bonds requesting the same, an annual

~ort 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 Resolution with respect to said Bonds and the
status of all said funds and accounts.

(C) The amount of any Bonds, or other obligations Outstanding and
secured by a lien on the Net Revenues of the System.

The Issuer shall also, at least once a year, cause the books, records and
System to be completely audited by Independent Accountants in compliance

OMB Circular, or any successor thereto and the Single Audit Act, or any
sor thereto, to the extent legally required, and shall mail upon request, and make

t, the report of said Independent Accountants, or a summary thereof, to any
owners of Bonds issued pursuant to this Resolution, and shall submit said report

and the DEP. The report of said audit shall include a statement that the
fliance with the terms and provisions of the Act and the Loan Agreement and

revenues are adequate~o meet its operation and maintenance expenses and
requirements.

The Issuer shall, commencing on the date contracts are executed for the
the Projects and for two years following the completion of the Projects, each

a Monthly Financial Report, the form of which is attached to the Loan
B and is incorporated herein by reference, and forward a copy by the

to the Authority and the DEP. ~

The Issuer shall, during construction of the Projects, complete Payment
the form of which is attached to the Loan Agreement as Exhibit C and
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is incorporated herein by reference, and forward a copy to the DEP in compliance with the
Issuer’s construction schedule.

The Issuer shall provide the DEP with all appropriate documentation to comply
with any special conditions established by federal and/or state regulations as set forth in
Exhibit E of the Loan Agreement or as promulgated from time to time.

The Issuer shall permit the Authority or the DEP, or their agents and
i-representatives, to enter and inspect the Projects site and Projects facilities at all reasonable

Prior to, during and after completion of construction oft he Projects, the Issuer shall
the Authority and the DEP, or their agents and representatives, with access to

site and System facilities as may be reasonably necessary to accomplish all of the
~owers and rights of the Authority and the DEP with respect to the System pursuant to the

Section 7.16. Operating ~. 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

System during the succeeding Fiscal Year and shall submit a copy of such budget to
and the DEP within thirty days of the adoption thereof. No expenditures for
and maintenance of the System shall be made in any Fiscal Year in excess of

provided therefor in such budget without a written finding and recommendation
"the Consulting Engineers, which finding and recommendation shall state in detail the

for such increased expenditures for the operation and maintenance
and no such increased expenditures shall be made until the Issuer shall have

such finding and recommendation by a resolution duly adopted. No increased
in excess of 10% of the amount of such budget shall be made except upon the

certificate of the Consulting Engineers that such increased expenditures are necessary
operation of the System. The Issuer shall mail copies of such annual

all resolutions authorizing increased expenditures for operation and maintenance
and to any Holder of any Bonds who shall file his address with the Issuer

~request in writing that copies of all such budgets and resolutions be furnished him and
available such budgets and all resolutions authorizing increased expenditures for

maintenance of the System at all reasonable times to any Holder of any Bonds
acting for and in behalf of such Holder of any Bonds.

Section 7.17. Mandatory. Connection. The mandatory use of the System is
and necessary to protect and preserve the public health, comfort, safety,

and welfare of the inhabitants and residents of, and the economy of, the Issuer
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and to assure the rendering harmless of sewage and water-bome waste matter produced or
g 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
collection, treatment and disposal of sewage and waste matter from such house, dwelling

~g where there is such gravity flow or transportation by such other method approved
r the State Department of Health and such house, dwelling or building can be adequately

System, and every such owner, tenant or occupant shall, after a 30 day notice
fie availability of the System, pay the rates and charges established therefor.

Any such house, dwelling or building from which emanates sewage or water-
waste matter and which is not so connected with the System is hereby declared and

be a hazard to the health, safety, comfort and welfare of the inhabitants of the Issuer
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 7.18. Statutory. Mortgage Lien. For the further protection of the
a statutory mortgage lien upon the System is granted and created by the Act,

statutory mortgage lien is hereby recognized and declared to be valid and binding, and
effect immediately upon delivery of the Bonds and shall be for the benefit of all

of the Bonds. This lien is on a parity with the lien of the Prior Bonds.

~ Section 7.19. Compliance. The Issuer also agrees to comply with all
applicable laws, rules and regulations issued by the Authority, the DEP or other State, federal
~or local bodies in regard to the construction of the Project and the operation, maintenance and
use of the System.

Section 7.20. Completion of Projects; Permits and Orders. The Issuer will
the Projects as promptly as possible and operate and maintain the System in good

on and in compliance with all federal and state requirements and standards. The
Issuer will obtain permits required by State and Federal Govemment Laws for the Project
construction.

Section 7.21. Securities Laws Compliance. The Issuer will provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
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in usage and customer base) so that the Authority may comply with the provisions
’SEC Rule 15c2-12 (17CRF Part 240).

ARTICLE VIII

INVESTMENT OF FUNDS; NON-ARBITRAGE

Section 8.01. Investments. Any moneys held as a part of the funds and
accounts created by this Resolution, other than the Revenue Fund, shall be invested and

by the Commission, the Depository Bank or such other bank or national banking
holding such fund or account, as the case may be, at the direction of the Issuer

.in any Qualified Investments to the fullest extent possible under applicable laws, this
~Resolution, the need for such moneys for the purposes set forth herein and the specific
restrictions and provisions set forth in this Section.

Except as specifically provided herein, 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,

the interest accruing thereon and any profit or loss realized from such investment shall
iredited or charged to the appropriate fund or account. The investments held for any fund

shall be valued at the lower of cost or then current market value, or at the
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 Commission, the Depository Bank or

bank or national banking association, as the case may be, shall sell and reduce to
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

its own bond department and shall not be responsible for any losses from such
investments, other than for its own negligence or willful misconduct.

ARTICLE IX

DEFAULT AND ~DIES

Section 9.01. Events of Default. Each of the following events shall constitute
an "Event of Default" with respect to the Bonds:
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(1) If default occurs in the due and punctual payment of the principal of or
interest on any Bonds or the Prior Bonds; or

(2) If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Bonds set forth in this Resolution,
any Supplemental Resolution or in the Bonds, 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 Commission, the Depository Bank, the Construction Trust Fund
Depository Bank, the Bond Registrar, any Paying Agent or a Holder of a Bond; or

(3) If a default occurs under this Resolution;

(4) Ifa default occurs under the Prior Resolutions; or

(5) 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.

Section 9.02. Remedies. Upon the happening and continuance of any Event
any Registered Owner of a Bond may exercise any available remedy and bring

action, suit or proceeding to enforce his rights and, in particular, (I) bring suit
principal or interest then due, (ii) by mandamus or other appropriate

g enforce all rights of such Registered Owners including the right to require the
perform its duties under the Act and this Resolution relating thereto, including but

the making and collection of sufficient rates or charges for services rendered
(iii) bring suit upon the Bonds, (iv) by action at law or bill in equity require

Suer to account as if it were the trustee of an express trust for the Registered Owners
and (v) by action at law or bill in equity enjoin any acts in violation of the

with respect to the Bonds, or the rights of such Registered Owners, provided
that all rights and remedies of the Registered Owners shall be subject to those of

istered Owners of the Prior Bonds.

Section 9.03. Appointment of Receiver. Any Registered Owner of Bonds
by proper legal action, compel the performance of the duties of the Issuer under this

and the Act, including the making and collection of sufficient rates and charges
rendered by the System and segrega~on of the revenues therefrom and the

thereof. If there be any default in the payment of interest on any Bonds when the
become due, or in the payment of the principal of any Bond or Bonds, either at

date of maturity thereof or at a date set for redemption thereof, or otherwise in
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the performance of any covenant contained in the Resolution other than as to such payment
and such default shall continue for a period of thirty (30) days after written notice to the
Issuer of such default, any Bondholder shall, in addition to all other remedies or rights, have
the right by appropriate legal proceedings to obtain the appointment of a receiver to
administer the System on behalf of the Issuer, with power to charge rates, rentals, fees and

charges sufficient to provide for the payment of the Bonds and any interest thereon, the
into the funds and accounts hereby established as herein provided and the payment

~erating Expenses of the System and to apply such rates, rentals, fees, charges or other
revenues in conformity with the provisions of the Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents and
enter into and upon and take possession of all facilities of said System and shall

operate and maintain, manage and control such facilities, and each and every part
and in the name of the Issuer exercise all the rights and powers of the Issuer with

to said facilities as the Issuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any
of this Resolution for Reserve, Sinking or other funds and upon any other
and interest thereon having a charge, lien or encumbrance upon the revenues of

System shall have been paid and made good, and all defaults under the provisions of this
shall have been cured and made good, possession of the System shall be
to the Issuer upon the entry of an order of the court to that effect. Upon any

default, any Registered Owner of any Bonds shall have the same right to secure
appointment of a receiver upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon
. shall be under the direction and supervision of the court making such appointment, shall

be subject to the orders and decrees of such court and may be removed thereby,
successor receiver may be appointed in the discretion of such court. Nothing herein

shall limit or restrict the jurisdiction of such court to enter such other and further
decrees as such court may deem necessary or appropriate for the exercise by the

of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System
name of the Issuer and for the joint protection and benefit of the Issuer and Registered

of the Bonds. Such receiver shall have ~no power to sell, assign, mortgage or
~ dispose of any assets of any kind or character belonging or pertaining to the

but the authority of such receiver shall be limited to the possession, operation and
ze of the System for the sole purpose of the protection of both the Issuer and
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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 said System shall remain in the Issuer, and no court shall have any jurisdiction to enter any
order or decree permitting or requiring such receiver to sell, assign, mortgage or otherwise
dispose of any assets of the System.

Section 9.04. Remedies on Parity_ With Prior Bonds. The exercise of any
,~dies set forth in Sections 9.02 and 9.03 above shall recognize and protect the parity

of the owners of the Prior Bonds.

ARTICLE X

DEFEASANCE

Section 10.01. Defeasance of Bonds. If the Issuer shall pay or cause to be paid,
¯ or there shall otherwise be paid, to the Owners of all Bonds, the principal of and interest due

become due thereon, at the times and in the manner stipulated therein and in this
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
Owners of the Bonds shall thereupon cease, terminate and become void and be
and satisfied.

Bonds for the payment of which either moneys in an amount which shall be
~sufficient, or securities the principal of and the interest on which, when due, will provide

i:~!moneys which, together with the moneys, if any, deposited with the Paying Agent at the
~same or earlier time, shall be sufficient, to pay as and when due, the principal installments

~fand interest on the Bonds shall be deemed to have been paid within the meaning and with
e effect expressed in the first paragraph of this section. All Bonds shall, prior to the

maturity thereof, be deemed to have been paid within the meaning and with the effect
expressed in the first paragraph of this section if there shall have been deposited with the
Commission or its agent either moneys in an amount which shall be sufficient, or securities
the principal of and the interest on which, when due, will provide moneys which, together

other moneys, if any, deposited with the Commission at the same time, shall be
pay when due the principal installments of and interest due and to become due

Bonds on and prior to the next redemption date or the maturity dates thereof. Neither
moneys deposited with the Commissil~n pursuant to this section nor principal

payments on any such securities shall be withdrawn or used for any purpose other
. and shall be held in trust for, the payment of the principal installments of and interest

; provided, that any cash received from such principal or interest payments on
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uch securities deposited with the Commission or its agent, if not then needed for such
purpose, shall, to the extent practicable, be reinvested in securities maturing at times and in

i:i:.~i amounts sufficient to pay when due the principal installments of and interest to become due
said Bonds on and prior to the next redemption date or the maturity dates thereof, and

........ earned from such reinvestments shall be paid over to the Issuer as received by the
or its agent, free and clear of any trust, lien or pledge. For the purpose of this

securities shall mean and include only Government Obligations.

ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Resolution. No material
or. amendment of this Resolution, or of any resolution amendatory or

supplemental hereto, that would materially and adversely affect the respective rights of
istered Owners of the Bonds shall be made without the consent in writing of the

Owners of sixty-six and two-thirds percent (66 2/3%) or more in principal amount
,, Bonds so affected and then Outstanding; provided, that no change shall be made in the

of any Bond or Bonds or the rate of interest thereon, or in the principal amount
or affecting the unconditional promise of the Issuer to pay such principal and interest

of the revenues of the System without the consent of the respective Registered Owner
No amendment or modification shall be made that would reduce the percentage of

amount of Bonds required for consent to the above-permitted amendments or
Notwithstanding the foregoing, this Resolution may be amended without the

¯ of any Bondholder as may be necessary to assure compliance with Section 148(f) of
relating to rebate requirements or otherwise as may be necessary to assure the

of interest on the Bonds and the Notes from the gross income of the Owners

Section 11.02. Resolution Constitutes Contract. The provisions of the
shall constitute a contract between the Issuer and the Registered Owners of the

and no change, variation or alteration of any kind of the provisions of the Resolution
be made in any manner, except as in this Resolution provided.

Section 11.03. Severability o__fI_nvalid Provisions. If any section, paragraph,
or provision of this Resolution should be l~eld invalid by any court of competent

the invalidity of such section, paragraph, clause or provision shall not affect any
remaining provisions of this Resolution, the Supplemental Resolution and the Bond.
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Section 11.04. Headings, Et._.~c. 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 11.05. Conflicting Provisions. All orders or resolutions and parts
’in conflict with the provisions of this Resolution except for.the Prior Resolutions, are,

the extent of such conflict, hereby repealed and to the extent that a conflict arises between
. Resolution and the Prior Resolutions, the more restrictive provision shall prevail.

Section 11.06. Covenant of Due Procedure, Etc. The Issuer covenants that all
conditions, things and procedures required to exist, to happen, to be performed or to be
precedent to and in the adoption of this Resolution do exist, have happened, have been

and have been taken in regular and due time, form and manner as required by and
full compliance with the laws and Constitution of the State of West Virginia applicable

and that the Chairman, Secretary and members of the Governing Body were at all
times when any actions in connection with this Resolution occurred and are duly in office

duly qualified for such office.

Section 11.07. Effective Date.
iupon adoption.

This Resolution shall take effect immediately
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Adopted this __

SHADY SPRING PUBLIC SERVICE DISTRICT

(2hairm~n~ Publii Ser~lce~ ~t’~

~lVlember, Public Service o~-~rd v
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the Public Service Board

of Shady Spring Public Service District on the__l~ day of ~../~ ,1999.

Dated: ,1999.

~ice B~



EXHIBIT A

DESCRIPTION OF PROJECT

The Bonds are being issued for the purpose of financing the construction of a
collection system to serve the Mont Phillips/Lamplighter area; funding the

account and paying costs of issuance. The wastewater collection system consists of
4,000 linear feet of 8-inch gravity sewer, 4,600 linear feet of 6-inch gravity

34 manholes, 16 cleanouts, 2 lift stations and 1,900 linear feet of 2-inch force main
an addition to the current Ward Park construction contract. The Project will add

69 customers to the Shady Spring Public Service District’s system.



EXHIBIT B

LOAN AGREEMENT
(Tab 11)



Shady Springs PSD, West Virginia
Mont Phillips Project

Loan C-544274
$752,000; 0% Interest Rate: I% Administra~ve Fee: 20 Year~

DEBT SERVICE SCHEDULE

" Date Pdnc[pal Coupon Total

3/0112011 9,4~3.G0 9,400.00
6/01/2011 9,4C~.(~3 9,400.00
9/01/2011 9,400.00 9,400.00

12/01/2011 9,4~3.G0 9,400
3’01/2012 9,400.00 9,400.00
6/01/2012 9,40~ .OO 9,4(X1.00
9101/2012 9,400.00 9,400.00

12/0112012 9,400.00 9,400.00
3/01/2013 9,4~.00 9,400
6/01/2013 9,400.00 ’ " " 9,400.00
9/01/2013 9,400.00 9,400.00

12/01/2013 9~400.00 9~400.00
3"01/2014 9,400.00 - 9,400.00
6/01/2014 9,400.00 - 9,400.00
9/01/2014 9,400 .(30 - 9,400.00

12/01/2014 9,400.00 - 9,400.00
3/01/2016 9~400.00 - 9~400.00
6/01/2015 9,400.00 - 9,400.00
9/01/2015 9,400.00 9,400.00

12/0112015 9,400.00 - 9,400.00
.3/01/2016 9,400.00 9,400.00
6/01/2016 9,400.00 9,400.00
9/01/2016 9,400.00 9,400.00

12/01/2016 9,400.00 9,400.00
3/01/2017 9,400.00 9,400.00
6/01/2017 9,400.00 9,400.00
9101/2017 9.400.00 9,400.00

12/01/2017 9,400.00 9,4(]0.00
3/01/2018 9,400.00 9,400.00
6/01/2018 9,400.00 9,400.00
9101/2016 9,400.00 9,400.00

1 2/01/2018 9,400.00 9,400.00
3/01/2019 9,400.00 9,400.00
6/01/2019 9,400.00 9,400.00
-9/0112019 9,400.00 9,400.00
12/01/2019 9,400.00 9,400.00
3/01/2020 9. 400. O0 9,400.00

Total 752,000.00 752,000.00

percent administrative fee paid quarterly in
!,75. Total administrative fee paid ~over the life

,140.

the amount of
of the loan
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Shady Springs PSD, West Virginia
Mont Phillips Project

Loan C-544274

$752,000: 0% Interest Rate: 1%Administrative Fee; 20 Years

DEBT SERVICE SCHEDULE

Date Principal Coupon Total P+I

6/01/1999
9101/1999
2/01/1999 -
3/01/2000 .
6/01/20(30 9,4~.00 - 9,400.00
9/01/2000 9,400.00 - 9,400.00

12/01/2000 9,400.00 - 9,400.00
3/01/2001 9,400.00 - 9,400.00
6/01/2001 " " 9,400.00 -
9/01/2001 9,400.00 - 9,400.00

12/01/2001 9,4Q0.00 - " 9,4~0.00
3/01/2002 9,400.00 - 9,400.00
6/0112002 9,400.00 - 9,400.00
9/01/2002 9,400.G0 9.400.00

12/01/2002 9 400.00 9,400.00
. 3/01/2003 9,400.00 9,4~0.00
~, . 6/01/2003 9,400.00 - 9,400.00

9/01/2003 9,4~0.00 9,400.00
1 2/01/2003 9,400.00 9,400.00
3/01/2004 9,400.00 - 9,4~0.00

..... 6/0112004 9,400.00 9,400.00
9101/2004 9,400.00 9,400.00

12/01/2004 9,400.00 9,400.00
3/01/2005 9.400.00
6/01/2005 9,400.00 9,400.00
9/01/2005 9,4~0.00 9,400.00

9,400.00 9,400.00
9,400.00 9,400.00
9,400.00

¯ 01 ~006

12/01/2006
3/01/2007
~01/2007

9,400.00 9,400.00
9,400.130 9,400.00
9,400.00 9,400.00
9,400.00 9,400.00
9,4~0.00 9.400.00
9,400.00 9,400.00
9,400.00 9,400.00
9,400.00 9,400.00
9,400.00 9,4~0.00
g.4~.C~
9,4~.00 9,400.00
9,400.00 # 9,400.00
9,400.00 9,400.00
9,4~0.00 9,400.00
9.4~.00 9,400.00
9,400.00 9,400.00
9,400.00 9,40000
9,400.00 9,400.00
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SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL     RESOLUTION     PROVIDING     AS     TO     DATES,

MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,

SALE PRICES, AND OTHER TERMS OF THE SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER SYSTEM REVENUE BONDS,    SERIES

1999A; DESIGNATING A REGISTRAR, PAYING AGENT, DEPOSITORY

BANK; APPROVING LOAN AGREEMENTWITH RESPECT TO THE BOND;
~ND MAKING OTHER PROVISIONS AS TO THE BOND.

WHEREAS, the Public Service Board of the Shady Spring Public

.ce District (the "District") has duly and officially adopted a Bond
~olution on March 18, 1999 (the "Resolution"), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION OF CERTAIN EXTENSIONS, ADDITIONS,

BETTERMENTS AND IMPROVEMENTS TO THE PUBLIC

SEWERAGE FACILITY OF SHADY SPRING PUBLIC

SERVICE DISTRICT AND TO FINANCE THE COST OF

SUCH ACQUISITION AND CONSTRUCTION OF CERTAIN

EXTENSIONS,     ADDITIONS,     BETTERMENTS    AND

IMPROVEMENTS AND TO PAY OTHER COSTS IN

CONNECTION THEREWITH, NOT OTHERWISE PROVIDED,

THROUGH THE ISSUANCE OF NOT MORE THAN $800,000

IN AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING

PUBLIC SERVICE DISTRICT SEWER SYSTEM REVENUE-

BONDS,    SERIES 1999A,    PROVIDING FOR THE RIGHTS

AND REMEDIES OF AND SECURITY FOR THE

REGISTERED    OWNERS    OF    SAID    BONDS; RATIFYING

THE     LOAN    AGREEMENT     WITH     THE     WEST     VIRGINIA

WATER DEVELOPMENT AUTHORITY AND THE WEST

VIRGINIA DIVISION OF ENVIRONMENTAL PROTECTION

RELATING TO SAID BONDS;    AUTHORIZING THE SALE
AND PROVIDING FOR THE TERMS AND PROVISIONS OF

SAID     BONDS; AND ADOPTING     OTHER     PROVISIONS

RELATING THERETO.

WHEREAS, the Resolution provides for the issuance of the Shady
Public Service District Sewer System Revenue Bonds, Series 1999A

") in aggregate principal amount not to exceed $800,000 in
dance with Chapter 16, Article 13A, of the Code of West Virginia,
as amended, (the "Act"), and the terms of the Loan Agreement (the
Agreement") entered into among the District, the West Virginia

of Environmental Protection (the "DEP") and the West Virginia



ter Development Authority (the "Authority"), but requires that the
tes, interest rates, maturities, sale prices and other terms of the

should be established by a supplemental resolution;

WHEREAS, the Bonds is proposed to be purchased by the

pursuant to the Loan Agreement; and

WHEREAS, the Public Service Board (the "Board") of the

’~trict deems it essential and desirable that this resolution (the
.lemental Resolution"), be adopted and that the prices, the maturity

tes, the redemption provisions, the interest rates, and the interest
principal dates of the Bonds be fixed hereby in the manner stated

irein; that the Loan Agreement be approved; and that other matters
i~ating to the Bonds be herein provided for.

WHEREAS, capitalized terms not otherwise defined shall have
meanings given such terms in the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF
SHADY SPRING PUBLIC SERVICE DISTRICT:

....:. S~. Pursuant to the Resolution, the Act, and this
~lemental Resolution, the Bonds shall be in the aggregate principal

of $752,000 with the following provisions:

(A) The Bonds shall be originally issued in the form of
ingle bond, numbered R-I, in the principal amount of $752,000. The

shall be dated the date of delivery thereof, shall bear interest
~he rate of zero percent (0%) per annum which principal shall be

quarterly on June i, September i, December i and March 1 of each
commencing June l, 2000, shall be subject to redemption upon the

consent of the Authority and DEP, upon payment of the interest,
!i, subject to the other requirements provided in the Loan Agreement, as

as the Authority shall be the registered owner of the Bond. The SRF
~¢Administrative Fee shall be paid quarterly on June I, September i,

1 and March i of each year commencing June i, 2000.

(B) The Bonds shall be sold to the Authority in
!ordance with the terms of the Loan Agreement at a price equal to 100%

principal amount thereof.

~Q~. All other provisions relating to the Bonds shall

provided     in the Resolution, ,and the Bonds shall be in
ally the form provided in the Resolution with such changes,

~lertions and omissions as may be approved by the Chairman of the
~rict. The execution of the Bonds by the Chairman shall be conclusive

of such approval.
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~.    The District does hereby ratify, approve and
it the Loan Agreement including the "Schedule X" attached thereto,

of which is incorporated herein by reference, and the execution
delivery by the Chairman of the Loan Agreement and the performance

the obligations contained therein, on behalf of the District have been
are hereby authorized, approved and directed.

~Q~. The District hereby appoints and designates First
te Bank & Trust, Beckley, West Virginia, as the Depository Bank, as
,ided in the Resolution.

~g~.~Q~. The District hereby appoints and designates Bank
, West Virginia, National Association, Charleston, West Virginia, as

Istrar for the Bond.

~g_~~. The District hereby appoints and designates the
Virginia Municipal Bond Commission (the "Commission"), Charleston,

.~St Virginia as Paying Agent for the Bond.

~Q/~. The Chairman and Secretary/Treasurer are hereby
and directed to execute and deliver such other documents and

, including the Registrar’s Agreement, required or desirable
connection with the Bonds hereby and by the Resolution approved and

for, to the end that the Bonds may be delivered to the Authority
.~suant to the Loan Agreement on or about October 23, 1998.

~. The financing of the Project in part with proceeds
the Bonds is in the public interest, serves a public purpose of the

~trict and will promote the health, welfare and safety of the residents
!’~the District.

~. The District hereby directs the Depository Bank to
y invest all monies in the funds and accounts established under

Bond Resolution in Qualified Investments further directed by the.

~. The District shall not permit at any time or
any of the proceeds of the Bonds or any other funds of the District

be used directly or indirectly in a manner which would result in the

of the Bonds from the treatment afforded by Section 103(a) of
Internal Revenue Code of 1986, as amended, and any regulations

thereunder or under any predecessor thereto (the "Code"), by
of the classification of the ~onds as "private activity bonds"
the meaning of the Code. The District will take all actions

cessary to comply with the Code and Treasury Regulations to be

ated thereunder.
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~92_~i~. This Supplemental Resolution shall be effective
~diately upon adoption.

ted: March 18, 1999

SHADY SPRING PUBLIC SERVICE DISTRICT

Chairman
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SHADY SPRING PUBLIC SERVICE DISTRICT

BONDRESOLUTION
(WDA)

A RESOLUTION AUTHORIZING THE PREPAYMENT OF
SHADY SPRING PUBLIC SERVICE DISTRICT’S SEWER
REVENUE BONDS, SERIES1997B; AMENDING THE
PROJECT DESCRIPTION OFTHE SEWER REVENUE
BONDS, SERIES 1998A; ANDPROVIDING THE LOCAL
MATCH     FOR     THE     APPALACHIAN     REGIONAL
COMMISSION GRANT, NOT OTHERWISE PROVIDED,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $180,000 IN AGGREGATE PRINCIPAL
AMOUNT OF SHADY SPRING PUBLIC SERVICE
DISTRICT SEWER REVENUE BONDS, SERIES 1999B;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED OWNERS OF SAID
BONDS; APPROVING AND RATIFYING A LOAN
AGREEMENT WITH THE WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY RELATING TO SAID
BONDS; AUTHORIZING THE SALE AND PROVIDING
FOR THE TERMS AND PROVISIONS OF SAID BONDS;
AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Definitions. The following terms shall have the following
herein unless the context expressly requires otherwise:

"Act" means Chapter 16, Article 13A of the Code of West Virginia of 1931,
in effect on the date of adoption of’this Resolution.

"Authority" means the West Virginia Water Development Authority, which is
,e the original purchaser of the Bonds, or any other agency of the State that

the functions of the Authority.



"Authorized Officer" means the Chairperson of the Goveming Body of the
Issuer or any other person duly appointed as such by the Goveming Body.

"Board" means the public service board of the Issuer and shall include the
membership of the Board as may hereafter be duly constituted as the legal successors to the

;ent membership or any other authority vested with and authorized to exercise the powers
)fthe Issuer.

"Bondholders," "Holder of the Bonds," "Holder," "Registered Owner,"
or any similar term, whenever used herein with respect to an Outstanding Bond or

means the person in whose name such Bond is registered.

"Bond Register" means the books of the Issuer as hereinafter defined,
the Bond Registrar as hereinafter defined for the registration and transfer of

Bonds.

"Bond Registrar" or "Registrar" means the bank or other entity to be designated
such in the Supplemental Resolution and its successors and assigns.

"Bonds" or "Series 1999B Bonds" means the Series 1999B Bonds originally
hereby, and any pari passu additional bonds hereafter issued within the terms,
and conditions contained in this Resolution.

"Bond Year" means the 12 month period beginning on the anniversary of the
Date in each year and ending on the day prior to the anniversary date of the Closing
the following year except that the first Bond Year shall begin on the Closing Date.

!’,Certificate of Authentication and Registration" means the certificate of
and registration on the Bonds in substantially the form set forth in the Bond

"Chairperson" means the Chairperson of the Governing Body of the Issuer.

.."Closing Date" means the date upon which there is an exchange of the Bonds
representing the purchase of the Bonds by the Authority.

:-"Code" means the Internal Revenue Code of 1986, as amended, including the
promulgated pursuant thereto or any predecessors or successors thereto.

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

Trust Fund" means the Series 1999B Bonds Construction Trust
.by Section 5.03.
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~[!~ .....
"Consulting Engineers" means L.A. Gates Company, Beckley, West Virginia,

~.~:~i~i ~ or any engineer or firm of engineers of reputation for skill and experience with respect to the
design and construction of sewerage systems or facilities that shall at any time hereafter be
.etained by the Issuer as Consulting Engineers for the System and which engineer or

ineering firm shall meet the Program requirements.

"Debt Service" means the scheduled amount of interest and amortization of
)al payable on the Bonds, as hereinafter defined, during the period of computation,

g amounts scheduled during such period which relate to principal which has been
before the beginning of such period.

"Depository Bank" means a bank eligible under the laws of the State of West
to receive deposits of state and municipal funds and insured by the FDIC, as

defined and any successor thereto.

"Excess Investment Earnings" means an amount equal to the sum of:

(A) The excess of

(i) The aggregate amount earned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Series 1999B Bonds
are invested [other than amounts attributable to an excess described in this
clause (A) of this definition of Excess Investment Earnings], over

(ii) The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Earnings]
had been equal to the Yield on the Series 1999B Bonds, plus

Any income attributable to the excess described in clause (A) of this
of Excess Investment Earnings.

"FDIC"~ means the Federal Deposit Insurance Corporation and any successor
thereof.

"Fiscal Year" means each 12-month period beginning on July 1 and ending on
June 30.

. "Governing Body" or "Board" means the public service board of the Issuer, as
constituted.

Obligations" means direct obligations of, or obligations the
principal of and interest on which is guaranteed by, the United States
(i) such obligations which have been stripped from their unmatured

interest coupons stripped from such obligations and receipts or certificates



evidencing paymentsfrom such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct
obligations of, or specified obligations which are unconditionally and fully guaranteed by,
the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof

the capacity of custodian and (iii) obligations, the sole source of the payment of the
of and interest on which are obligations of the nature of those described in clause

which are irrevocably pledged for such purposes.

"Gross Proceeds" means the sum of the following amounts:

(i) Original proceeds, namely, net amounts received by or for the
Issuer as a result of the sale of the Series 1999B Bonds, excluding original
proceeds which become transferred proceeds (determined in accordance with
applicable Regulations) of obligations issued to refund in whole or in part the
Series 1999B Bonds;

(ii) Investment proceeds, namely, amounts received at any time by
or for the Issuer, such as interest and dividends, resulting from the investment
of any original proceeds (as referenced in clause (i) above) or investment
proceeds (as referenced in this clause (ii)) in Nonpurpose Investments,
increased by any profits and decreased (if necessary, below zero) by any losses
on such investments, excluding investment proceeds which become transferred
proceeds (determined in accordance with applicable Regulations) of
obligations issued to refund in whole or in part the Series 1999B Bonds;

(iii) Transferred proceeds, namely, original proceeds of any prior
obligations, and interest earnings and profits less losses resulting from
investment of such original proceeds in Nonpurpose Investments, which are
used to discharge the outstanding principal of any prior obligations and which
are deemed to become proceeds of the Series 1999B Bonds ratably as original
proceeds of the Series 1999B Bonds, and interest earnings and profits resulting
from investment of such original proceeds in Nonpurpose Investments, which
are used to discharge the outstanding principal of any such prior obligations,
all on the date of such ratable discharge;

(iv) Sinking fund proceeds, namely, amounts, other than original
proceeds, investment proceeds or transferred proceeds [as referenced in
clauses (i) through (iii) above] of the Series 1999B Bonds, which are held in
any fund to the extent that the Issuer reasonably expects to use such other fund
to pay Debt Service;

(v) Amounts in the Series 1999B Bonds Reserve Account and in any
other fund established as a reasonably required reserve or replacement fund;



(vi) Investment Property pledged as security for payment of Debt
Service on the Series 1999B Bonds by the Issuer;

(vii) Amounts, other than as specified in this definition, used to pay
Debt Service on the Series 1999B Bonds; and

(viii) Amounts received as a result of investing amounts described in
- this definition.

"Gross Revenues" means the aggregate gross operating and non-operating
of the System, as hereinafter defined, determined in accordance with generally
accounting principles, after deduction of prompt payment discounts, if any, and

provision for uncollectible accounts; provided, that "Gross Revenues" does not
any gains from the sale or other disposition of, or from any increase in the value of,
assets (including Qualified Investments, as hereinafter defined, or any Tap Fees, as

defined).

"Independent Certified Public Accountants" means any certified public
or firm of certified public accountants that shall at any time hereafter be retained

i~the Issuer to prepare an independent annual or special audit of the accounts of the System
other purpose except keeping the accounts of the System in the normal operation

and affairs.

"Investment Property" means any security (as said term is defined in Section
or (B) of the Code), obligation, annuity contract or investment-type property,

however, obligations the interest on which is excluded from gross income under
103 of the Code for federal income tax purposes.

"Issuer" means the Shady Spring Public Service District, a public corporation
ical subdivision of the State.

"Loan Agreement" means the Loan Agreement by and between the Authority
i’ Issuer providing for the purchase of the Bonds from the Issuer by the Authority

as Exhibit B hereto and incorporated herein by reference.

"Net Proceeds" means the face amount of the Bonds, plus accrued interest and
any, less original issue discount, if any, and less proceeds deposited in the

Accounts. For purposes of the Private Business Use limitations set forth
term Net Proceeds shall include any amounts resulting from the investment of

of the Bonds, without regard to whether or not such investment is made in
obligations.

"Net Revenues" means the balance of the Gross Revenues remaining after
if Operating Expenses, as hereinafter defined.
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the
"Nonpurpose Investment" means any Investment Property which is acquired

Gross Proceeds of the Bonds and is not acquired in order to carry out the
purpose of the Bonds.

"Operating Expenses" means the reasonable, proper and necessary costs of
and operation of the System, as hereinat~er defined and includes, without

the generality of the foregoing, administrative, engineering, legal, auditing and
expenses, other than those capitalized as part of the Costs of Project, fees and

of the Authority, fiscal agents, the Depository Bank, Registrar and Paying Agent,
than those capitalized as part of the Costs of Project, payments to pension or retirement
taxes and such other reasonable operating costs and expenses as should normally and

be included under generally accepted accounting principles; provided, that
Expenses" does not include payments on account of the principal of or
premium, if any, or interest on the Bonds, charges for depreciation, losses from

~sale or other disposition of, or from any decrease in the value of, capital assets,
ization of debt discount or such miscellaneous deductions as are applicable to prior

periods.

"Outstanding," when used with reference to Bonds and as of any particular
describes all Bonds theretofore and thereupon being authenticated and delivered except

~any Bond cancelled by the Bond Registrar at or prior to said date; (ii) any Bond for the
of which moneys, equal to its principal amount and redemption premium, if
with interest to the date of maturity or redemption shall be in trust hereunder and

for such payment (whether upon or prior to maturity); (iii) any Bond deemed to
paid as provided in Article X hereof; and (iv) for purposes of consents, notices or
an by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
prescribed by Section 7.07 hereof.

"Paying Agent" means the Commission.

"Prior Bonds" means the District’s Sewer Revenue Bonds, Series 1982B,
in the original principal amount of $795,515 (the "Series 1982B Bonds"), the

Sewer Revenue Bonds, Series 1994A, issued in the original principal amount of
(the "Series 1994A Bonds") the District’s Sewer Revenue Bonds, Series 1996A,

in the original prinicpal amount of $151,800 (the "1996A Bonds,") the District’s
Revenue Bonds, Series 1997B, issued in the original principal amount of $179,000

"Series 1997B Bonds") the District’s Sewer Revenue Bonds, Series 1997C Bond issued
the original principal amount of $2,197,304 (the "Series 1997C Bonds") the District’s

Refunding Revenue Bonds, Series 1997D issued in the original principal amount of
’,056,954.52 (the "Series 1997D Bonds"), the l~strict’s Sewer Revenue Bonds, Series
998A issued in the original principal amount of $1,202,100 (the "Series 1998A Bonds"),

Sewer Revenue Bonds, Series 1998B issued in the original principal amount
’,000 (the "Series 1998B Bonds"), the District’s Sewer Revenue Bonds, Series 1999A
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to be issued simultaneously with the Series 1999B Bonds, in the original principal amount
~f $752,000 (the "Series 1999A Bonds"), and collectively with the Series 1982B Bonds,
’,cries 1994A Bonds, the Series 1996A Bonds, the Series 1997C Bonds, the Series 1997D
~onds, the Series 1998A Bonds, the Series 1998B Bonds and the Series 1999A ( the "Prior

Bonds"). The Series 1997B Bonds will be prepaid simultaneously with the issuance of the
i Series 1999A Bonds and the 1999B Bonds.

"Prior Resolutions" means the District’s Sewer Revenue Bonds, Series 1982B
Resolution adopted August 1, 1982, the District’s Sewer Revenue Bonds, Series

994A Bond Resolution adopted June 6, 1994, the District’s Sewer Revenue Bonds, Series
996A Bond Resolution adopted April 25, 1996, the District’s Sewer Revenue Bonds, Series

Bond Resolution adopted June 24, 1997, the District’s Sewer Revenue Bonds, Series
1997C Bond Resolution adopted June 24, 1997, the District’s Sewer Revenue Refunding

Series 1997D BonffResolution adopted June 24, 1997, the District’s Sewer Revenue
Series 1998A Bond Resolution adopted November 25, 1998, and the District’s Sewer

Bonds, Series 1998B Bond Resolution adopted December 17, 1998 and the Series
Bond Resolution adopted simultaneously herewith by the Board with respect to the

Bonds.

"Private Business Use" means use directly or indirectly in a trade or business
on by a natural person, including all persons "related" to such person within the
of Section 144(a)(3) of the Code, or in any activity carried on by a person other than

natural person, including all persons "related" to such person within the meaning of Section
of the Code, excluding, however, use by a state or local governmental unit and use

a member of the general public. All of the foregoing shall be determined in accordance
the Code, including, without limitation, giving due regard to "incidental use," if any, of

of the issue and/or proceeds used for "qualified improvements," if any.

"Program" means the Authority’s loan program, under which the Authority
the revenue bonds of local governmental entities satisfying certain legal and other

with the proceeds of sewer development revenue bonds issued by the Authority
successor to said program as currently constituted.

"Project" means the Project set forth in the Prior Resolution with respect to the
1998A Bonds as amended herein and attached hereto as Exhibit C.

"PSC" means the Public Service Commission of West Virginia and any
successors to the functions thereof.

"PSC Order" means the Final Order of the PSC in Case No. 99-0251-PSD-PC.

"Purchase Price," for the purpose otgcomputation of the Yield of the Series
Bonds, has the same meaning as the term "Issue Price" in Sections 1273(b) and 1274

Code and, in general, means the initial offering price of the Series 1999B Bonds to the
(not including bond houses and brokers, or similar persons or organizations acting in
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capacity of underwriters or wholesalers) at which price a substantial amount of the Series
Bonds of each maturity is sold or, if the Series 1999B Bonds are privately placed, the

paid by the first buyer of the Series 1999B Bonds or the acquisition costs of the first
Purchase Price for purposes of computing Yield of Nonpurpose Investments means

fair market value of the Nonpurpose Investments on the date of use of Gross Proceeds
the Series 1999B Bonds for acquisition thereof or, if later, on the date that Investment

constituting a Nonpurpose Investment becomes a Nonpurpose Investment of the
1999B Bonds.

"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

(b) Bonds, debentures, notes 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; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;

;

¯ .

(c) Any bond, debenture, note, participation certificate or other similar
obligation 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;

(d) 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 such Government Obligations pledged either must mature as
nearly as practicable coincident with the maturity of said time account or must
be replaced or increased so that the market value thereof is always at least
equal to the principal amount of said time account;

(e) Money market funds or similar funds, the only assets of which are
investments of the type described in paragraphs (a) through (d) above;

(f) Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (d) above, with banks or national banking
associations which are members of t~DIC 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
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value thereof is always at least equal to the principal amount of paid
repurchase agreements, and provided further that the owner of such repurchase

¯ agreement shall have a prior perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such collateral; and
such collateral must be free of all claims by third parties; and

(g) The "consolidated fund" (or any distinctportion thereof) managed
by the West Virginia Investment Management Board pursuant to Article 6,
Chapter 12 of the Code of West Virginia, 1931, as amended.

"Rebate Fund" means the fund created pursuant to Section 5.01 (3) hereof.

¯ "Renewal and Replacement Fund" means the Renewal and Replacement Fund
~lished by Section 5.01 (2).

"Reserve Account" means the account in the Suinking Fund, as hereafter
created by Section 5.02(1)(a) hereof.

"Reserve Requirement" means as of any date of calculation the maximum
principal and interest which will become due on the Bonds in the then current or

succeeding year.

"Resolution" means this resolution, as from time to time amended or

"Revenue Fund" means the Revenue Fund established by Section 5.01.

"SRF" means the Water Pollution Control Revolving Fund.

"Secretary" means the Secretary of the Governing Body of the Issuer.
/

"~eries 1982B Bonds" means the Sewer Revenue Bonds of the Issuer described
1.03(M) issued June 24, 1997, in the original amount of $795,515.

"Series 1994A Bonds" means the Sewer Revenue Bonds of the Issuer
in Section 1.03(J) issued June 8, 1994, in the original amount of $170,532.

"Series 1996A Bonds" means the Sewer Revenue Bonds of the Issuer
in Section 1.03(J) issued in the original amount of $151,800.

"Series 1997B Bonds" means the Sewsr Revenue Bonds of the Issuer described
1.03(J) issued June 24, 1997, in the aggregate principal amount of $179,000 and

’outstanding in the amount of $179,000, to be refunded by the Series 1999B Bonds
hereunder.
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"Series 1997C Bonds" means the Sewer Revenue Bonds of the Issuer described
in Section 1.03(J)issued June 24, 1997 in the original amount of $2,I97,304.

"Series 1997D Bonds"
Issuer described in Section 1.03(J)

052,954.52.

means the Sewer Revenue Refunding Bonds of the
issued June 24, 1997, in the original amount of

)ed in
,202,100.

"Series 1998A Bonds" means the Sewer Revenue Bonds of the Issuer
Section 1.03(J) issued November 25, 1998, in the original amount of

"Series 1998B Bonds" means the Sewer Revenue Bonds of the Issuer
in Section 1.03(J) issued December 17, 1998, in the original amount of $839,000.

"Series
in Section

1999A Bonds" means the Sewer Revenue Bonds of the Issuer
1.03(J) to be issued March 18, 1999, in the original amount of

"Sinking Fund" means Sinking Fund established by Section 5.02(1).

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution of the Issuer supplementing
.g this Resolution and, when preceded by the article "the," refers specifically to

)lemental resolution or resolutions authorizing the sale of the Bond; provided, that
intended by this Resolution to be included in the Supplemental Resolution with
Bond and not so included may be included in another Supplemental Resolution.

"Surplus Revenues" means the Net Revenues not required by this Resolution
aside and held for the payment of or security for the Bonds or any other obligations

inc/luding but not limited to the Renewal and Replacement Fund, the Reserve
and Sinking Fund, the proceeds of which Bonds or other obligations are to be used

~ Costs of the Project.

"System" means the complete waterworks system of the Issuer, and any further
or extensions thereto hereafter constructed or acquired from any sources

and includes the Project.

"Tap Fees" means the fees, if any, paid by prospective customers of the System
to connect thereto.

"Yield" means that yield which, when used in computing the present worth of
of principal and interest (or other payments in the case of Nonpurpose

which require payments in a form not characterized as principal and interest) on
)ose Investment or on the Series 1999B Bonds, produces an amount equal to the
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Purchase Price of such Nonpurpose Investment or the Bonds, all computed as prescribed in
applicable Regulations.

Additional terms and phrases are defined in this Resolution as they are used.
terms not specifically defined herein shall be given meaning in accordance with

generally accepted accounting principles.

Words importing singular number shall include the plural number in each case
vice versa; words importing persons shall include firms and corporations; and words

the masculine, feminine or neutral gender shall include any other gender.

The terms "herein," "hereunder," "hereby," "hereto," "hereof" and any similar
refer to this Resolution; and the term "hereafter" means after the date of adoption of

Resolution.

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

Section 1.02. Authority_ for thi~ Resolution. This Resolution is adopted
to the provisions of the Act and other applicable provisions of law.

Section 1.03. Findings. It is hereby found, determined and declared as

¯ A.    The Issuer is a public corporation and political subdivision of the State
.in Raleigh County, West Virginia.

B.    The Issuer presently owns and operates a public sewerage system.

C;/ It is deemed necessary for the Issuer to issue its sewer revenue bonds
principal amount of not more than $180,000, to (i) provide a portion of the

for the Appalachian Regional Commission ("ARC") Grant; and (ii) to pay
of issuance hereof and related costs.

D. It is in the best interests of the Issuer that the Bonds be sold to the
to the terms and provisions of the Loan Agreement.

E.    It is in the best interest of the Issuer and the Issuer is hereby authorized
owered to issue, pay and discharge its outstanding Series 1997B Bonds with

Series 1998A Bonds. The prepayment is necessary to elimante burdensome
¯ " imposed on the Issuer by the~’1997B Bonds.
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F.    It is in the best interest of the Issuer to amend the Project Description
for the Series 1998A Bonds to include the prepayment of the Series 1997B Bonds and the
Project Description is hereby amended to read as set forth in Exhibit C.

G. It is deemed necessary for the Issuer to issue its revenue bonds, being
Shady Spring Public Service District Sewer Revenue Bonds, Series 1999B Bonds in the

principal amount of not more than $180,000 to permanently finance the the ARC
match. Said costs shall be deemed to include amounts which may be deposited in the

erve Account; other expenses necessary or incident to determining the feasibility or
of the enterprise; administrative expense, commitment fees, fees of the

discount, initial fees for the services of registrars, paying agents, depositories or
or other costs in connection with the sale of the Bonds and such other expenses as

r be necessary or incidental to the financing herein authorized and the performance of the
herein required or permitted, in connection with any thereof.

H. The Issuer has complied with all requirements of West Virginia law
to the issuance of the Series 1999B Bonds, or will have so complied prior to issuance

Series 1999B Bonds, including, among other things, the obtaining of the PSC Order,
~, time for rehearing and appeal of which expired or the rights of all parties to appeal have

waived and "approved by" the West Virginia Infrastructure and Jobs Development

I.    There are outstanding obligations of the Issuer which will rank either
with or junior or subordinate to the Bond as to liens, pledge and source of and

for payment, which obligations are designated and have the lien positions with
the Bond as follows (following prepayment of the Series 1997B Bonds):

iDesignation

Authority- Sewer
Bond~, Series 1982B dated

1, 1982, issued in the original
~al amount of $795,515

~!Series 1982 B Bonds");

Lien Position

First Lien (Parity)

Authority- Sewer
Bonds, Series 1994A dated

1994, issued in the original
amount of$170,532

!~Series 1994A Bonds");

Authority - Sewer
Series 1996A dated

25, 1996, issued in the original

First Lien (Parity)

First Lien (Parity)
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ml amount of $151,800
"1996A Bonds");

Water Development Authority - Sewer
Bonds, Series 1997C dated

June 24, 1997, issued in the original
amount of $2,197,304

"Series 1997C Bonds");

Development Authority - Sewer
Refunding Bonds, Series 1997D

June 24, 1997, issued in the original
amount of $3,056,954.52

"Series 1997D Bonds");

Authority - Sewer
Bonds, Series 1998A

25, 1998, issued in the original
¯ ~al amount of $1,202,100
"Series 1998A Bonds");

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

Authority- Sewer
Series 1998B
17, 1998, issued in the original

~al amount of $839,000
s 1998B Bonds");

First Lien (Parity)

Authority - Sewer
Bonds, Series 1999A

18, 1999, issued in the original
amoun/Vof $752,000

1999A Bonds");

First Lien (Parity)

The Series 1982B Bonds, the Series 1994A Bonds, the Series 1996A Bonds,
Series 1997C Bonds, the Series 1997D Bonds, the Series 1998A Bonds, the Series

.:1998B Bonds and the Series 1999A Bonds are hereinafter called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior Bonds with respect to the
pledge and source of and security for payment and in all other respects the Issuer has

the requirements for issuance ofpariV bonds in the Prior Resolutions. Other
Prior Bonds, there are no outstanding bonds or obligations of the Issuer which are
by the revenues or assets of the System.
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J.    The Issuer has, by certification from an independent certified public
met the parity tests of the Prior Resolutions.

K. The Code provides exceptions from the rebate provisions for issues of
governmental units meeting certain requirements. It is in the best interest of the Issuer

its inhabitants to qualify for the small governmental unit exception from the rebate
for the Bonds. Accordingly, it is hereby found and determined:

(1) The Issuer is a governmental unit with general taxing powers.

(2) The Bonds are not private activity bonds as defined by the Code.

(3) Ninety-five percent (95%) or more of the net proceeds (as
defined with respect to the Code) of the Bonds will be used for local
governmental activities of the Issuer.

(4) With the exception of the amounts deposited in the Sinking
Funds, for payment of interest on the Bonds and amounts deposited in
the Reserve Account, if any, all of the proceeds of the Bonds will be
expended on the repayment of the Series 1997B Bonds within 18
months from the date of issuance thereof.

L.    The Issuer will not permit, at any time, any of the proceeds of the Bond
any other funds of the Issuer to be used directly or indirectly in a manner which would

in the exclusion of the Bonds from the treatment afforded by Section 103(a) of the

M. The Issuer will file all statements, instruments and returns necessary to
the tax-exempt status of the Bonds.

N.    The Bonds will not be federally guaranteed within the meaning of the

O. It is reasonably anticipated that all proceeds of the Bond will be spent
three years from the date of issuance.

Section 1.04. Resolution Constitutes Contract. In consideration of the
of the Bonds by those who shall be the Registered Owners of the same from time

this Resolution shall be deemed to be and shall constitute a contract between the
and such Bondholders and the covenants and agreements herein set forth to be

by the Issuer shall be for the benefit, p~tection and security of the Registered
of any and all of such Baonds of like series.
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ARTICLE II

AUTHORIZATION OF PREPAYMENT

Section2.01 Authorization of Prepayment. The Series 1997B Bonds
g as of the date of issuance of the Series 1999B Bonds are hereby ordered to be

The pledge of Net Revenues in favor of the Holders of the Series 1997B Bonds
by the Prior Resolution is hereby ordered terminated, discharged and released upon
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BONDS; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01. Authorization of Bonds. For the purposes of providing a portion
lo~al match for the ARC Grant, and paying certain costs of issuance and related costs,
of such purposes as shall be specified in the Supplemental Resolution, there shall be
negotiable bonds of the Issuer. Said Bonds shall be issued in one series, to be

"Shady Spring Public Service District Sewer Revenue Bonds, Series 1999B," in
amount of not more than $180,000, and shall have such terms as are

forth hereinafter or in the Supplemental Resolution.

~ : , Section 3.02. Terms of Bonds. The Bonds shall bear interest at such rate or
not exceeding the then legal maximum, payable semiannually on such dates; shall

9n such dates and in such amounts; and shall be redeemable, in whole or in part, all
the Issuer shall prescribe in the Supplemental Resolution. The Bonds shall be payable as

at the office of the Paying Agent, in any coin or currency which on the dates of
payment of principal is legal tender for the payment of public or private debts under the laws

United States of America. Interest on the Bonds shall be paid by check or draft of the
Agent ’ mailed to the Registered Owner thereof at the address as it appears on the

of the Bond Registrar, or by such other method as shall be mutually agreeable so long
is the Registered Owner thereof.

" Unless otherwise provided by this Resolution or the Supplemental Resolution,
shall be issued in the form of a single bond, fully registered to the Authority, with

schedule attached, representing the aggregate principal amount of each series,
[ shall mature in principal installments, all as provided in this Resolution. The Bonds shall

.geable at the option and expense of the Holder for other fully registered Bonds in
principal amount equal to the amount of said Bonds then Outstanding and being

principal installments or maturities, as applicable, corresponding to the dates
of principal installments of said Bonds; provided, that the Authority shall not be

to pay any expenses of such exchange.

Subsequent series of Bonds, if any, shall be issued in fully registered form and
as determined by a Supplemental Resolution. The Bonds shall be dated

as of the date specified in the Supplemental Resolution and shall bear interest from such date.

Section 3.03. Additional Terms of Bonds. In addition to the terms set forth
3.01 and 3.02 hereof and in anticipation of the sale of the Bonds to the Authority,
covenants that the Bonds shall comply in all respects with the provisions of the

Agreement and of any resolution of the Authority.
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Section.3.04. Execution of Bonds. The Bonds shall be executed in the name
the Issuer by the Chairperson, and the seal of the Issuer shall be affixed thereto or

. ~ imprinted thereon and attested by the Secretary. In case any one or more of the officers who
ii!!: shall have signed or sealed any of the Bonds shall cease to be such officer of the Issuer

before the Bonds so signed and sealed have been actually sold and delivered, such Bonds
...... " nevertheless be sold and delivered as herein provided and may be issued as if the person

signed or sealed such Bonds had not ceased to hold such office. Any Bonds may be
aod sealed on behalf of the Issuer by such person as at the actual time of the execution
Bonds shall hold the proper office in the Issuer, although at the date of such Bonds

person may not have held such office or may not have been so authorized.

Section 3.05. Authentication and Registration. No Bond shall be valid or
for any purpose or entitled to any security or benefit under this Resolution unless

iii:!md until the Certificate of Authentication and Registration on such Bond, substantially in
,the form set forth in Section 3.10, shall have been manually executed by the Bond Registrar.

ilAny 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
ithis Resolution. The Certificate of Authentication and Registration on any Bond shall be
~i;deemed to have been executed by the Bond Registrar if manually signed by an authorized
i officer of the Bond Registrar, but it shall not be necessary that the same officer sign the

i~i!-Certificate of Authentication and Registration on all of the Bonds issued hereunder.

Section 3 06. Negotiability, Transfer and Registration. Subject to the
~i~provisions for transfer of registration set forth below, the Bonds shall be and have all of the
~i~ualities and incidents of negotiable instruments under the Uniform Commercial Code of the
~ tate, :and each successive Registered Owner in accepting any of said Bonds shall be

ncl~sively deemed to have agreed that such Bonds shall be and have all of the qualities and
~Siincidents of negotiable instruments under the Uniform Commercial Code of the State, and
~!~i’~ach successive Registered Owner shall further be conclusively deemed to have agreed that
~aid Bonds shall be incontestable in the hands of a bona fide holder for value.

So long as any of the Bonds remain Outstanding, the Issuer, through the Bond
N~Regnstrar, shall keep and maintain books for the registration and transfer of the Bonds.

~:!~,~ " The Bonds shall be transferable only upon the books of the Bond Registrar, by
NeRe ste~i!, gi red Owner thereof in person or by his attorney duly authorized in writing, upon

~:~i~/surrender thereto together w~th a written instrument of transfer satisfactory to the Bond
~i:i~iRegistrar duly executed by the Registered Owner or his duly authorized attorney.

In all cases in which the privilege of exchanging the Bonds or transferring the
is exercised, Bonds shall be delivered in ~ccordance with the provisions of this

~. All Bonds surrendered in any such exchanges or transfers shall forthwith be
by the Bond Registrar. For every such exchange or transfer of Bonds, the Bond

make a charge sufficient to reimburse it for any tax, fee or other governmental
required to be paid with respect to such exchange or transfer and the cost of preparing

¯
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each new Bond upon each exchange or transfer, and any other expenses of the Bond
Registrar incurred in connection therewith, which sum or sums shall be paid by the Issuer.
The Bond Registrar shall not be obligated to make any such exchange or transfer of Bonds

the period commencing on the fifteenth day of the month preceding an interest
date on the Bonds or, in the case of any proposed redemption of Bonds, next

preceding the date of the selection of Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.07. B___onds Mutilated, Destroyed, Stolen or Lost. In case any Bond
become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue,

the Bond Registrar shall, if so advised by the Issuer, authenticate and deliver, a new
~ond of the same series and of like tenor as the Bonds so mutilated, destroyed, stolen or lost,

exchange and substitution for such mutilated Bond, upon surrender and cancellation of
~utilated Bond, or in lieu of and substitution for the Bond destroyed, stolen or lost, and
the Holder’s fumishing proof of its ownership thereof and satisfactory indemnity and

with such other reasonable regulations and conditions as the Issuer may prescribe
paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so

shall be cancelled by the Bond Registrar and held for the account of the Issuer.
such Bond shall have matured or be about to mature, instead of issuing a substitute
¯ the Issuer may pay the same, upon being indemnified as aforesaid, and if such Bond

lost, stolen or destroyed, without surrender thereof.

Section 3.08. Bonds not to be Indebtedness of the Issuer. The Bonds shall not,
any event, be or constitute an indebtedness of the Issuer within the meaning of any

or statutory provision or limitation, but shall be payable solely from the Net
derived from the operation of the System as herein provided and amounts, if any,

the Reserve Account. No Holder or Holders of any of the Bonds shall ever have the right
~el the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the
thereon.

Section 3.09. Bonds. Secured ~ Ple_!gd~d e of Net Revenues. The payment of the
on all the Bonds shall be secured forthwith equally and ratably with each other

~a first lien on the Net Revenues derived from the System on a parity with the lien on such
in favor of the Holders of the Prior Bonds. Such Net Revenues in an amount

to pay the principal of and interest on and other payments for the Prior Bonds, and
and to make the payments into the Sinking Funds, the Reserve Account therein

Renewal and Replacement Fund hereinafter established, are hereby irrevocably
the payment of the principal of and interest on the Bonds as the same become due.

Section 3.10. Form of Bonds. The text of the Bonds shall be in substantially
following form, with such omissions, insertions and variations as may be necessary and

and authorized or permitted hereby, or by’any Supplemental Resolution adopted
the issuance thereof:
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No. R-1

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES 1999B

$165,000

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
ICE DISTRICT, a public corporation and political subdivision of the State of West

in Raleigh County of said State (the "Issuer"), for value received, hereby promises
~.pay, solely from the special funds provided therefor, as hereinafter set forth, to the West

Water Development Authority (the "Authority") or registered assigns the sum of
65,000 in annual installments on the 1st day of October in each year commencing October
1999, as set forth on the "Schedule of Annual Debt Service" attached as Exhibit A hereto

be reference, with interest on each installment at the rate per annum
forth on said Exhibit A.

The interest rate on each installment shall run from the original date of delivery
to the Authority and payment therefor, and until payment of such installment,

such interest shall be payable on April 1 and October 1 in each year, beginning October
:1999.

Principal installments of this Bond are payable in any coin or currency which,
1 the respective dates of payment of such installments, is legal tender for the payment of

private debts under the laws of the United States of America, at the office of the
¯ " Municipal Bond Commission, Charleston, West Virginia (the "Paying

The interest on this Bond is payable by check or draft of the Paying Agent mailed
’,gistered Owner hereof at the address as it appears on the books of Bank One, West
National Association, as registrar (the "Registrar") on the 15th day of the month

~preceding an interest payment date, or by such other method as shall be mutually
so long as the Authority is the Registered Owner hereof.

This Bond may be redeemed prior to its stated date of maturity in whole or in
but only with the express written consent of the Authority and upon the terms and

prescribed by, and otherwise in compliance with, the Loan Agreement dated
8, 1999 between the Authority and the Issu,,er.

This Bond is one of a series of Bonds (the "Bonds") issued in the original
of $165,000 (i) to provide a portion of the local match for the ARC Grant;

(ii) to pay certain costs of issuance hereof and related costs. This Bond is issued under
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the authority of and in full compliance with the Constitution and statutes of the State of West
Virginia, including particularly Chapter 16, Article 13A of the Code of West Virginia, 1931,

amended (the "Act"), and a Resolution duly adopted by the Issuer on March 18, 1999, as
supplemented by a Supplemental Resolution duly adopted by the Issuer on March 18, 1999

~llectively, the "Resolution") and is subject to all the terms and conditions thereof. The
provides for the issuance of additional bonds under certain conditions, and such

bonds would be entitled to be paid and secured equally and ratably from and by the funds and
and other security provided for the Bonds under the Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING

HADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN
RESOLUTION.

This Bond is payable only from and secured by a pledge of the Net Revenues
defined in the Resolution) to be derived from the operation of the System on a parity with
pledge of Net Revenues in favor of the holders of the Prior Bonds and moneys in the
.erve Account created under the Resolution for the Bonds and unexpended proceeds of

(the "Bond Proceeds"). Such Net Revenues shall be sufficient to pay the principal
interest on all bonds which may be issued pursuant to the Act and which shall be set

in a special fund hereby pledged for such purpose. This Bond does not constitute a
~orate indebtedness of the Issuer within the meaning of any constitutional or statutory

or limitations, nor shall the Issuer be obligated to pay the same or the interest
except from said special fund provided from the Net Revenues, the moneys in the

and unexpended Bond Proceeds. Pursuant to the Resolution, the Issuer has
and agreed to establish and maintain just and equitable rates and charges for the

System and the services rendered thereby, which shall be sufficient, together with
revenues of the System, to provide for the reasonable expenses of operation, repair and

of the System, and to leave a balance each year equal to at least 115% of the
amount required in any year for debt service on the Bonds, and all other
secured by a lien on or payable from such revenues prior to or on a parity with

of the Bonds including the Prior Bonds, provided however, that so long as the Reserve
is funded at an amount at least equal to the maximum amount of principal and

which will come due on said Bonds in the then current or any succeeding year, and
account for any other obligations outstanding prior to or on a parity with the

including the Prior Bonds, is funded at an amount at least equal to the requirement
such percentage may be reduced to 110%. The Issuer has entered into certain

with the Registered Owners of the Bonds for the terms of which reference
to the Resolution. Remedies provided the Registered Owners of the Bonds are

as provided in the Resolution, to which reference is here made for a detailed
thereof.                                                 ~-

/~

Subject to the registration requirements set forth herein, this Bond is
as provided in the Resolution, only upon the books of the Registrar by the

istered Owner, or by its attorney duly authorized in writing, upon the surrender of this
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Bond together with a written instrument of transfer satisfactory to the Registrar duly
executed by the Registered Owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond under the
provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
myment of all amounts advanced for preliminary expenses as provided by law, shall be
~lied solely to the costs of the Project described in the Resolution, and there shall be and

z is created and granted a lien upon such moneys, until so applied, in favor of the owner
’this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
and things required to exist, happen and be performed precedent to and in the

~suance of this Bond have existed, have happened, and have been performed in due time,
form and manner as required by law, and that the amount of this Bond, together with all other

of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the revenues of the System has

pledged to and will be set aside into said special fund by the Issuer for the prompt
of the principal of and interest on this Bond.

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

IN WITNESS WHEREOF, SHADY SPRING PUBLIC SERVICE DISTRICT
this Bond to be signed by its Chairman and its corporate seal to be hereunto

and attested by its Secretary-Treasurer, and has caused this Bond to be dated March
1999.

SHADY SPRING PUBLIC SERVICE DISTRICT

By:
Chairperson

(Form of)
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1999B Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

Date: ,1999

, as Registrar

By:
Its Authorized Officer
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EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE
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(Form of)

ASSIGNMENT

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

within Bond and does hereby irrevocably constitute and appoint                 .,
~ to transfer said Bond on the books kept for registration thereof with full power of

in the premises.

Dated:

presence of:
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Section 3.11. Sale of Bonds; Ratification and Execution of Loan Agreement
width Authority. The Bonds shall be sold to the Authority pursuant to the terms and
conditions of the Loan Agreement. If not so authorized by previous resolution, the
Chairperson is specifically authorized and directed to execute the Loan Agreement and the
Secretary-Treasurer is directed to affix the seal of the Issuer, attest the same and deliver the
Loan Agreement to the Authority, and any such prior execution and delivery is hereby
authorized, ratified and approved.

Section 3.12. Certificate of Consulting Engineers. Prior to the issuance of the
.cries 1999B Bonds, the Issuer must obtain the certificate of the Consulting Engineers, in

form attached to the Loan Agreement, to the effect that the Project will be constructed
accordance with the approved plans and specifications as submitted to the Authority, as
: case may be, the Project will be adequate for the purposes for which it was designed, and

g plan as submitted to the Authority is sufficient to pay the costs of the acquisition
’the facility and construction of the Project.

Section 3.13. "Amended Schedule A". Within 60 days following the
the Issuer will file with the Authority its schedule in substantially the form

of the "Amended Schedule A" to the Loan Agreement, setting forth the actual costs of the
ect and sources of funds used therefor.
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ARTICLE IV

[RESERVED]
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ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment of Funds and Accounts with Depository. Bank.
following special funds or accounts are created or continued with and shall be held by

Depository Bank separate and apart from all other funds or accounts of such Depository
lank and from each other:

(1) Revenue Fund;

(2) Renewal and Replacement Fund;

Bond Construction Trust Fund;

(4) ¯ Rebate Fund.

Section 5.02. Establishment of Funds and Accounts with Commission. The
special funds or accounts are hereby established with the Commission:

(1) Series 1999B Bonds Sinking Fund;

(a) Within the Series 1999B Bonds Sinking Fund, the Series
1999B Bonds Reserve Account.

¯ Section 5.03. System Revenues; Flow of Funds. A. The entire Gross
derived from the operation of the System shall be deposited upon receipt in the

The Revenue Fund shall constitute a trust fund for the purposes provided in
and shall be kept separate and distinct from all other funds of the Issuer and
Bank and used only for the purposes and in the manner herein provided.

(1) From the Revenue Fund, the Issuer shall first each month pay the
Expenses of the System.

(2) Next from the moneys in the Revenue Fund, the Issuer shall on the first
month, make the interest payments required by Section 5.03A(2) of the Prior
and commencing on the first day of each month 6 months prior to the first date
of interest on the Bonds, apportion and set apart out of the Revenue Fund and
Commission for deposit in the Bond Sinking Fund, a sum equal to 1/6th of the

zh will be due on said Bonds on the next ensuing semiannual payment
in the event the period to elapse~between the date of such initial deposit

Fund and the next semiannual payment date is less than 6 months, then such
shall be increased proportionately to provide, one month prior to the next

payment date.
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(3) Next from the moneys in the Revenue Fund, the Issuer shall on the first
of each month, make the principal payment required by Sections 5.03A(3) of the Prior

~solutions commencing on the first day of each month, commencing 13 months prior to the
first date of payment of principal on the Series 1999B Bonds, apportion and set apart out of
the Revenue Fund and remit to the Commission for deposit in the Sinking Fund, a sum equal

~ to 1/12th of the amount of principal which will mature and become due on said Bonds on the
next ensuing principal payment date; provided that, in the event the period to elapse between

date of such initial deposit in the Sinking Fund and the next principal payment date is
ess than 13 months, then such monthly payments shall be increased proportionately to

one month prior to the next principal payment date, the required amount of principal
due on such date.

The Issuer shall complete the "Monthly Payment Form," the form of which is
to the Loan Agreement as Exhibit F, and submit a copy of said form along with a

of its remittance checks to the Authority by the 6th day of such calendar month.

(4) The Issuer shall next transfer from the Revenue Fund and make the
~ayment required by Sections 5.03 A(4) of the Prior Resolutions commencing on the first

of each month, 12 months prior to the first date of payment of principal of the Bonds, if
r funded upon issuance of the Bonds, apportion and set apart out of the Revenue Fund

remit to the Commission for deposit in the Reserve Account, an amount equal to 1/120
Reserve Requirement; provided, that no further payments shall be made into the

Account when there shall have been deposited therein, and as long as there shall
on deposit therein, an amount equal to the Reserve Requirement.

(5) The Issuer shall next, from the moneys remaining in the Revenue Fund,
.first day of each month, simultaneously with the payments listed above, transfer to the

and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,
of any payments for account of any Reserve Account (such amount to be inclusive

5.03A(5) of the Prior Resolutions, not in addition to). All funds in the Renewal
Fund shall be kept apart from all other funds of the Issuer or of the

Bank and shall be invested and reinvested in accordance with Article VIII hereof.
and disbursements may be made from the Renewal and Replacement Fund for
emergency repairs, improvements or extensions to the System; provided, that

in the Prior Bonds Reserve Account, or the Reserve Account [except to the
lency exists because the required payments into such account have not, as

of determination of a deficiency, funded such account to the maximum extent
hereof] shall be promptly eliminated with moneys from the Renewal and

und.

in the Sinking Fund shall be used only for the purposes ofpaying principal
on the Bonds as the same shall become due. Moneys in the Series 1999B

zount shall be used only for the purpose of paying principal of and interest
as the same shall come due, when other moneys in the attendant Sinking Funds

therefor, and for no other purpose.
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All investment ea~ings on moneys in the Sinking Fund andReserve Account shall be returned,
less than once each year, by the Commission to the Issuer, and such amounts shall be deposited for

use in the Earnings Fund as required by Section 8.03.

Any withdrawals from the Reserve Account which result in a reduction in the balance of
~. Reserve Account to below the Reserve Requirement shall be subsequently restored from the first

Revenues available after all required payments to the Sinking Fund and the Reserve Account,
deficiencies for prior payments, have been made in full.

As and when additional Bonds ranking on a parity with the Original Bonds are issued, provision
be made for additional payments into the respective Sinking Fund sufficient to pay any interest

such Parity Bonds and accomplish retirement thereof at maturity and to accumulate a balance in the
Reserve Account in an amount equal to the Reserve Requirement.

The Commission is hereby designated as the fiscal agent for the administration of the
Fund created hereunder, and all amounts required for said Sinking Fund shall be remitted to

from the Revenue Fund by the Issuer at the times provided herein.

The payments into the Sinking Fund shall be made on the first day of each
except that when the first day of any month shall be a Sunday or legal holiday then

payments shall be made on the next succeeding business day, and all such payments
remitted to the Commission with appropriate instructions as to the custody, use and

thereof consistent with the provisions of this Resolution.

,s in the Reserve Account shall be invested and reinvested by the Commission in
with Section 8.01 hereof.

The Sinking Fund, including the Reserve Account therein, shall be used solely and only
are hereby pledged for, the purpose of servicing the Bonds and any additional Bonds that may

and Outstanding under the conditions and restrictions hereinafter set forth.

B.    Whenever all of the required and provided transfers and payments for
Revenue Fund into the several special funds, as hereinbefore provided, are current

iand there remains in said Revenue Fund a balance in excess of the estimated amounts
uired to be so transferred and paid into the Sinking Fund, including the Reserve

Account therein, and the Renewal and Replacement Fund during the following month
such other period as required by law, such excess shall be considered surplus

~.i revenues (the "Surplus Revenues). Surplus Revenues may be used for any lawful
~ose of the System.

C.    The Issuer shall remit from the f~evenue Fund to the Commission or the
Bank, on such dates as the Commission or the Depository Bank as the case

be, shall require, such additional sums as shall be necessary to pay the charges
fees then due.
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D. The moneys in excess of the maximum amounts insured by FDIC in the
Revenue Fund and the Renewal and Replacement Fund 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, that all deposits, including on account of
deficiencies, shall be made in the order of priority set forth in Paragraph (A), above,
and no payment of lower priority shall be made if there exists a deficiency in a fund
or account of higher priority. No such deficiency shall exist solely because the
required payments into the Reserve Accounts have not, as of such date, funded such
account to the requirement therefor.

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

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

H. All Tap Fees shall be deposited by the Issuer, as received, in the
Construction Trust Fund, and following completion of the Project, shall be deposited
in the Revenue Fund and used for any lawful purpose of the System.

I.    If at any time required by the Authority, the Issuer shall make the
necessary arrangements whereby required payments into the Series 1999B Bonds
Sinking Fund and the Series 1999B Bonds Reserve Account shall be automatically
deducted from the Revenue Fund and transferred to the Commission on the dates
required hereunder.

Section 5.04. Excess Bond_ Proceeds. After the completion of the Project, as
by the Consulting Engineets, the Depository Bank shall transfer any moneys
in the Bond Construction Trust Fund to the Series 1999B Bonds Reserve Account,

when the Reserve Account is fully funded, shall retum such remaining moneys to the
for deposit in the Revenue Fund. The Issuer shall thereafter apply such moneys in full,
next ensuing interest payments due on the Series 1999B Bonds and thereafter to the

ensuing prinicpal payments due thereon.



ARTICLE VI

APPLICATION OF BONDS PROCEEDS

Section 6.01. Application of Bonds Proceed; Ple_!_e.0_~d e of Unexpended Bond
(1) From the moneys received from the sale of the Series 1999B Bonds, the

amounts shall be deposited as set forth below:

A.    The amount of the proceeds, which together with the earnings thereon
be at least sufficient to pay interest on the Series 1999B Bonds for the period specified
Supplemental Resolution shall be deposited in the Series 1999B Sinking Fund, if any;

that such period may not extend beyond the date which is six months after the
date of completion of construction of the Project.

B:    Next, from the proceeds of the Series 1999B Bonds, there shall be
~ited with the Commission in the Series 1999B Bonds Reserve Account the sum, if any,

forth in the Supplemental Resolution for funding the Series 1999B Bonds Reserve

C.    The remaining moneys derived from the sale of the Series 1999B Bonds,
deposited by the Issuer in the Bond Construction Trust Fund and applied solely to
of Costs of the Project in the manner set forth in Section 6.02.

D. There is hereby created and established with the Depository Bank a
fund, designated the "Bond Construction Trust Fund". The Depository Bank shall
trustee and fiduciary for the Bondholder with respect to the Bond Construction Trust

shall comply with all requirements with respect to the disposition of the Bond
Trust Fund set forth in this Resolution. Except with respect to any transfers to

ate Fund, moneys in the Bond Construction Trust Fund shall be used solely to pay
~fthe Project and until so transferred or expended, are hereby pledged as additional

for the Bonds.

Section 6,02. Disbursements from t_he Cost of Issuance Account. Payments for
of the Bonds shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Cost of
(except for the costs of issuance of the Bonds originally authorized hereby,

be made upon request of the Issuer), shall be made only after submission to the
Bank of a certificate, signed by an Authorized Officer and the Consulting

stating:                          ~

(A) That none of the items for which the payment is proposed to be
made has formed the basis for any disbursement theretofore made;
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(B) That each item for which the payment is proposed to be made is
or was necessary in connection with the Project and constitutes a Cost of
¯ Issuance;

(C) That each of such costs has been otherwise properly incurred;
and

(D)
owing.

That payment for each of the items proposed is then due and

In case any contract provides for the retention of a portion of the contract price,
Depository Bank shall disburse from the Cost of Issuance Account only the net amount

after deduction of any such portion. All payments made from the Cost of Issuance
shall be presumed by the Depository Bank to be made for the purposes set forth in

I certificate, and the Depository Bank shall not be required to monitor the application of
from the Cost of Issuance Account. The Consulting Engineers shall from time

time file with the Depository Bank written statements advising the Depository Bank of its
authorized representative.

Pending such application, moneys in the Bond Construction Trust Fund,
; any accounts therein, shall be invested and reinvested in Qualified Investments at

written direction of the Issuer.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the covenants, agreements
provisions of this Resolution shall be and constitute valid and legally binding covenants

"the Issuer and shall be enforceable in any court of competent jurisdiction by any Holder
. Holders of the Bonds. In addition to the other covenants, agreements and provisions of

Resolution, the Issuer hereby covenants and agrees with the Holders of the Bonds, as
provided in this Article VII. All such covenants, agreements and provisions shall

irrevocable, except as provided herein, as long as any of said Bonds, or the interest
is Outstanding and unpaid.

Section 7.02. Bon~, Not to be Indebtedness 9fthe Issuer. The Bonds shall
be nor constitute an indebtedness of the Issuer within the meaning of any constitutional,

or charter limitation of indebtedness, but shall be payable solely from the funds
for such payment by this Resolution. No Holder or Holders of any Bonds, shall ever

have the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
or the interest thereon.

Section 7.03. Bonds Secured .b_,£ ~ of Net Revenues; Lien Position. The
of the debt service of the Series 1999B Bonds issued hereunder shall be secured
equally and ratably by a first lien on the Net Revenues derived from the operation

a parity with the lien on such Net Revenues in favor of the Holders of the
Bonds. The revenues derived from the System, in an amount sufficient to pay the

of and interest on the Bonds herein authorized and to make the payments into the
;~g Fund, including the Reserve Account herein, and all other payments provided for in

Resolution are hereby irrevocably pledged, in the manner provided herein, to the
of the principal of and interest on the Bonds as the same become due, and for the

provided in this Resolution and the Prior Resolutions.

Section 7.04. Initial Schedule o__fRates and Charges. The schedule of rates and
for the services and facilities of the System shall be as set forth, described in and.

.... by the PSC Order, which schedule of rates is attached as Exhibit B hereto and
herein by reference and is hereby adopted and approved as the rates of the

which rates will become effective as provided in the PSC Order.

The schedule of rates and charges shall at all times be adequate to produce
from the System sufficient to pay the Operating Expenses of the System and

the prescribed payments into the funds ~tnd accounts created hereunder. Such
.... and charges shall be changed and r~adjusted whenever necessary so that the

of the rates and charges will be sufficient for such purposes. The Issuer shall take
’,~rie.eessary actions with respect to the imposition of rates at such times and with such

with respect to interest rate and maturity of the Bond to finance the issuance of
:

-33-



the Bond as the purchaser thereof shall require. In order to assure full and continuous
of this covenant, with a margin for contingencies and temporary unanticipated

in income and revenues, the Issuer hereby covenants and agrees that the schedule
of rates or charges tfrom time to time in effect shall be sufficient (i) to provide for all
~ reasonable expenses of operation, repair and maintenance of the System and (ii) to leave a
balance each Fiscal Year equal to at least 115% of the maximum amount required in any
.succeeding Fiscal Year for payment of principal of and interest on the Bond; provided that,

. the event that an amount at least equal to or in excess of the Reserve Requirement is on
iideposit in the Reserve Account and is funded at least at the requirement provided for in the

~olution, such balance each Fiscal Year need only equal at least 110% of the maximum
required in any succeeding Fiscal Year for payment of principal of and interest on

Bond.

Section 7.05. Completion, Operation and Maintenance; .Schedule .of Cost. The
will expeditiously complete the Projects and will maintain the System in good

and will operate the same as a revenue-producing enterprise in an efficient and
manner, making such expenditures for equipment and for renewal, repair and
as may be proper for the economical operation and maintenance thereof from
of said System in the manner provided in the Resolution and Prior Resolutions.

Upon completion of the Projects, the Issuer shall file with the Authority a
in substantially the form of Amended Schedule A to the Program loan application,

forth the actual costs of the Projects and sources of funds therefor.

Section 7.06. Sale of the System. The System may be sold, mortgaged, leased
:otherwise disposed of only as a whole, or substantially as a whole,and only if the net

to be realized shall be sufficient fully to pay or redeem at or prior to maturity all the
and the Prior Bonds then Oustanding. The proceeds from such sale, mortgage, lease

disposition of the System shall be immediately remitted to the Commission for
rata in the Series 1999B Sinking Fund, and in the sinking funds establised under

Resolutions for any Prior Bonds then oustanding and the Issuer shall direct the
ssion to apply such proceeds pro rata to the payment of principal and interest at
of Bonds and Prior Bonds about to mature and to the redemption prior to maturity

the ,earliest date permitted hereby and at the redemption price, of all other Outstanding
Any balance remaining after the redemption or payment of all the Bonds and Prior
and interest thereon shall be remitted to the Issuer by the Commission unless

for the payment of other obligations of the Issuer payable out of the revenues of
System.

The foregoing provision notwithstanding, the Issuer shall have and hereby
the right to sell, lease or otherwise dispose ot~ any of the property comprising a part

the .System hereinafter determined in the manner provided herein to be no longer
useful or. profitable in the operation thereof. Prior to any such sale, lease or other

~osition of such property, if the amount to be received therefor, together with all other
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received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, is not in excess of $10,000, the Issuer shall, by resolution, determine that
such property comptising a part of the System is no longer necessary, useful or profitable in
the operation thereSf and may then provide for the sale of such property. The proceeds of
any such sale shall be deposited in the Renewal and Replacement Fund. If the amount to be
received from such sale, lease or other disposition of said property, together with all other

received during the same Fiscal Year for such sales, leases or other dispositions of
~erties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall

in writing, determine upon consultation with the Consulting Engineers that such
comprising a part of the System is no longer necessary, useful or profitable in the

,eration thereof and may then, if it be so advised, by resolution duly adopted, authorize
sale, lease or other disposition of such property upon public bidding. The proceeds

from any such sale, lease or other disposition of such property, aggregating during
Fiscal Year in excess of $10,000 and not in excess of $50,000, shall, upon receipt of

of the Registered Owners, if needed, be remitted by the Issuer to the Commission
deposit in the appropriate Sinking Fund and shall be applied only to the purchase or

of Bonds of the last maturities then Outstanding at prices not greater than the
~licable redemption price, or, if not redeemable, par, or otherwise in the Renewal and

:Replacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
Replacement Fund shall not reduce the amounts required to be paid into said funds by
provisions of this Resolution. No sale, lease or other disposition of the properties of

shall be made by the Issuer if the proceeds to be derived therefrom, together with
amounts received during the same Fiscal Year for such sales, leases, or other

~ositions of such properties, shall be in excess of $50,000 and insufficient to pay or
prior to maturity all Bonds then Outstanding without the prior approval and consent

of the Holders, or their duly authorized representatives, of sixty-six and two-thirds
2/3%) in amount of the Bonds then Outstanding and the Consulting Engineers. The

shall prepare the form of such approval and consent for execution by the then Holders
Bonds for the disposition of the proceeds of the sale, lease or other disposition of such

~erties of the System.

Section 7.07 Issuance _Q_f Other Obligations Payable Out of Revenues and
2ovenant Against Encumbrances. So long as any of the Bonds are Outstanding, the

shall not issue any other obligations whatsoever payable from the revenues of the
rank prior to, or equally, as to lien on and source of and security for payment

such revenues with the Bonds; provided, however, that Parity Bonds may be issued as
for in Section 7.07 hereof. All obligations hereafter issued by the Issuer payable

the revenues of the System, except such Parity Bonds, shall contain an express
~statement that such obligations are junior and subordinate, as to lien on and source of and

for payment from such revenues and in all other respects, to the Bonds; provided,
such subordinate obligations shall be issued unless all         topayments be made into the
Accounts and the Renewal and Replacement Fund at the time of the issuance of such

obligations have been made and are current.
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Except as provided above, the Issuer shall not create, or cause or permit to be
any debt, lien, pledge, assignment, encumbrance or any other charge having priority

over or being on a parity with the respective liens of the Bonds, and the interest thereon,
upon any of the income and revenues of the System pledged for payment of the Bonds and
the interest thereon in this Resolution, or upon the System or any part thereof.

Section 7.08. ~ Bonds. A. No Parity Bonds payable out of the Net
of the System may be issued without the prior written consent of the Authority and

No Parity Bonds payable out of the revenues of the System shall be issued after the
of any Bonds pursuant to this Resolution, except under the conditions and in the

herein provided.

No Parity Bonds shall be issued except for the purpose of financing the costs
’the construction or acquisition of extensions or improvements to the System or refunding

or more series of Bonds issued pursuant hereto, or both such purposes.

~ No Parity Bonds shall be issued at any time, however, unless there has been
and filed with the Secretary a written statement by the Independent Certified Public

based upon the necessary investigation and certification by the Consulting
~iEngineers, reciting the conclusion that the Net Revenues actually derived, subject to the

ustments hereinafter provided for, from the System during any 12 consecutive months
the 18 months immediately preceding the date of the actual issuance of such Parity

ands, the estimated average increased annual Net Revenues to be received in each of
succeeding years after the completion of the improvements to be financed by such

r Bonds, shall not be less than 115% of the largest aggregate amount that will mature
due in any succeeding Fiscal Year for principal of and interest on the following:

(I) 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
succeeding years," as that term is used in the computation provided in the above

shall refer only to the increased Net Revenues estimated to be derived from any
in rates adopted by the Issuer and approved by the PSC, the period for appeal of
expired prior to the date of delivery of such Parity Bonds, and shall not exceed the
be stated in a certificate of the Consulting Engineers, which shall be filed in the

Secretary prior to the issuance of such~Parity Bonds.

The Net Revenues actually derived from the System during the
period hereinabove referred to may be adjusted by adding to such Net

such additional Net Revenues which would have been received, in the opinion of
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the Consulting Engineers and the said Independent Certified Public Accountants, as stated
in a certificate jointly made and signed by the Consulting Engineers and said Independent

Public Accountants, on account of increased rates, rentals, fees and charges for the
adopted by the Issuer and approved by the PSC, the period for appeal of which has

issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
have entered into written contracts for the immediate construction or acquisition of such
;ions or improvements, if any, to the System that are to be financed by such Parity

All covenants and other provisions of this Resolution (except as to details of
Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and

of the owners of the Original Bonds and the owners of any Parity Bonds issued from
to time within the limitations of and in compliance with this section. Bonds issued on

regardless of the time or times of their issuance, shall rank equally with respect to
respective liens on the revenues of the System and their respective source of and

for payment from said revenues, without preference of any Bond of one series over
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
uired for and on account of such Parity Bonds, in addition to the payments required for

theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
subsequently issued, the lien of which on the revenues of the System is subject

the prior and superior liens of the Outstanding Bonds on such revenues. The Issuer shall
issue any obligations whatsoever payable from the revenues of the System, or any part

which rank prior to or, except in the manner and under the conditions provided in
equally, as to lien on and source of and security for payment from such

with the Series 1999B Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments
respective funds and accounts provided for in this Resolution with respect to the

then Outstanding, and any other payments provided for in this Resolution, shall have
in full as required to the date of delivery of such Parity Bonds, and the Issuer shall

in full compliance with all the covenants, agreements and terms of this Resolution.

Section 7.09. Books. Records and Facilities. The Issuer shall keep complete
records. The Issuer shall permit the Authority, or its agents and representatives,

, respect all books, documents, papers and records relating to the Project and the System at
times for the purpose of audit and exaInination. The Issuer shall submit to the

such documents and information as it may reasonably require in connection with
the operation and maintenance of the System and the administration of the loan or any grants

sources of financing for the Project.
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The Issuer will keep books and records of the System, which shall be separate
apart from all other books, records and accounts of the Issuer, in which complete and

entries shall be made of all transactions relating to the System, and any Holder of a
or Bonds issued pursuant to this Resolution shall have the right at all reasonable times

inspect the System and all parts thereof and all records, accounts and data of the Issuer
thereto. ~’

The accounting system for the System shall follow current generally accepted
.g principles and safeguards to the extent allowed by the Uniform System of
promulgated by the PSC. Separate control accounting records shall be maintained

rthe Issuer. Subsidiary records as may be required shall be kept in the manner and on the
books and other bookkeeping records as prescribed by the Governing Body. The

Body shall prescribe and institute the manner by which subsidiary records of the
system, which may be installed remote from the direct supervision of the

g Body, shall be reported to such agent of the Issuer as the Governing Body shall

The Issuer shall file with the Consulting Engineers, and the Authority, or any
original purchaser of the Bonds, and shall mail in each year to any Holder or Holders

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 Resolution with respect to said Bonds and the
status of all said funds and accounts.

(C) The amount of any Bonds, Notes or other obligations
outstanding and secured by a lien on the Net Revenues of the System.

The Issuer shall also, at least once a year, cause the books, records and
of the System to be audited by Independent Certified Public Accountants in

the applicable OMB Circular, or any successor thereto and the Single Audit
, successor thereto, to the extent legally required, and shall mail upon request, and

available generally, the report of said Independent Certified Public Accountants, or a
thereof, to any Holder or Holders of Bonds and shall submit said report to the
or any other original purchaser of the Bonds. Such audit report submitted to the
shall include a statement that the Issuer is in compliance with the terms and

provisions of the Loan Agreement and this Resolution and that the revenues of the System
uate to meet the Issuer’s Operating Expens~es and debt service requirements.

The Issuer shall permit the Authority, or its agents and representatives, to enter
the Project site and Project facilities at all reasonable times. Prior to, during and

of construction of the Project, the Issuer shall also provide the Authority,
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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 Authority with

~ect to the System pursuant to the Act.

Section 7.10. Rates. Equitable rates or charges for the use of and service
by the Sys’tem have been established all in the manner and form required by law,

copies of such rates and charges so established will be continuously on file with the
which copies will be open to inspection by all interested parties. The schedule of

and charges .shall at all times be adequate to produce Gross Revenues from said System
cient to pay Operating Expenses and to make the prescribed payments into the funds

ated hereunder. Such schedule of rates and charges shall be changed and readjusted
: necessary so that the aggregate of the rates and charges will be sufficient for such
In order to assure full and continuous performance of this covenant, with a margin

contingencies and temporary unanticipated reduction in income and revenues, the Issuer
covenants and agrees that the schedule of rates or charges from time to time in effect

be sufficient; together with other revenues of the System (i) to provide for all reasonable
of operation, repair and maintenance of the System, including any reserves required

’ the PSC Order or any supplement or amendment thereto and (ii) to leave a balance each
�ear equal to at least 115% of the maximum amount required in any year for payment of

of and interest, if any, on the Bonds and all other obligations secured by a lien on
from such revenues prior to or on a parity with the Bonds; provided that, in the

that amounts equal to or in excess of the Reserve Requirement are on deposit
in the Reserve Account and reserve accounts for obligations prior to or on a

with the Bonds are funded at least at the requirement therefor, such balance each year
equal at least 110% of the maximum amount required in any year for payment of

¯ :’ of and interest, if any, on the Bonds and all other obligations secured by a lien on
payable from such revenues prior to or on a parity with the Bonds.

Section 7.11. Operating Budget; Audit and Monthly Financial Report. The
annually, at least 45 days preceding the beginning of each Fiscal Year, prepare
by resolution a detailed, balanced budget of the estimated revenues and
for operation and maintenance of the System during the succeeding Fiscal Year

submit a copy of such budget to the Authority within thirty days of the adoption
No expenditures for the operation and maintenance of the System shall be made in

~ Fiscal Year in excess of the amounts provided therefor in such budget without a written
and recommendation by the Consulting Engineers, which finding and

shall state in detail the purpose of and necessity for such increased
for the operation and maintenance of the System, and no such increased
shall be made until the Issuer shall have approved such finding and

by a resolution duly adopted. No increased expenditures in excess of 10%
amount of such budget shall be made except upon the further certificate of the

g Engineers that such increased expenditures are necessary for the continued
of the System. The Issuer shall mail copies of such annual budget and all

authorizing increased expenditures for operation and maintenance to the
and to any Holder of any Bonds who shall file his address with the Issuer and
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~st in writing that copies of all such budgets and resolutions be fumished him and shall
~rnake available such budgets and all resolutions authorizing increased expenditures for

and maintenance of the System at all reasonable times to any Holder of any Bonds
anyone acting for and in behalf of such Holder of any Bonds.

The )ssuer shall, commencing on the date contracts are executed for the
of the Project and for two years following the completion of the Project, each

complete a "Monthly Financial Report," a form of which is attached to the Loan
as Exhibit B, and forward a copy of such report to the Authority by the 10th day

’each month.

Section 7.12. Engineering Services and Operating Personnel. The Issuer shall
and maintain competent and adequate resident engineering services satisfactory to

Authority covering the supervision and inspection of the development, construction and
of the System.

Section 7.13. No Competing Franchise. To the extent legally allowable, the
will not grant or cause, consent to or allow the granting of, any franchise or permit to

~erson, firm, corporation, body, agency or instrumentality whatsoever for the providing
services which would compete with services provided by the System.

Section 7.14. Enforcement of Collections. The Issuer will diligently enforce
all fees, rentals or other charges for the services and facilities of the System, and

steps, actions and proceedings for the enforcement and collection of such fees, rentals
charges which shall become delinquent to the full extent permitted or authorized by

¯ Act, the rules and regulations of the PSC and other laws of the State.

Whenever any fees, rates, rentals or other charges for the services and facilities
System shall remain unpaid for a period of 30 days after the same shall become due

Ip the property and the owner thereof, as well as the user of the services and
shall be delinquent until such time as all such rates and charges are fully paid. To

extent authorized by the laws of the State and the rules and regulations of the PSC, rates,
other charges, if not paid when due, shall become a lien on the premises served

System. The Issuer further covenants and agrees that it will, to the full extent
law and the rules and regulations promulgated by the PSC, discontinue and shut

of the System to all users of the services of the System delinquent in payment
for the services of the System and will not restore such services until all
charges for the services of the System, plus reasonable interest and penalty

for the restoration of service, have been fully paid and shall take all further actions
collections to the maximum extent permitted by law.

Section 7.15. No Free Services. The Issuer will not render or cause to be
any free services of any nature by the System, nor will any preferential rates be

for users of the same class; and in the event the Issuer, or any department,
officer or employee of the Issuer shall avail itself or themselves of
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.~ 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

be charged the Issuer and any such department, agency, instrumentality, officer or
employee. Such charges shall be paid as they accrue and the Issuer shall transfer from its

funds sufficient sums to pay such charges for service to any of its departments or
~erties. The ~evenues so received shall be deemed to be revenues derived from the

~eration of the System, and shall be deposited and accounted for in the same manner as
revenues derived from such operation of the System.

Section 7.16. Insurance and Construction Bonds. A. The Issuer hereby
and agrees that so long as any of the Bonds remain Outstanding, the Issuer will,

an Operating Expense, procure, carry and maintain insurance with a reputable insurance
or carriers as is customarily covered with respect to works and properties similar to

System. Such insurance shall initially cover the following risks and be in the following

(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 provided herein
for the 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 interest of the Issuer, the Authority, the prime
contractor and all subcontractors as their respective interests
may appear, in accordance with the Loan Agreement, 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 Authority, 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
and the Authority 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 and ownership of motor
vehicles of or for the System.
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(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
corffracting directly with the Issuer, and such payment bonds
will be filed with the Clerk of The County Commission of the
County in which such work is to be performed prior to
commencement of construction of the Project in compliance
with West Virginia Code § 38-2-39.

(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 Goveming
Body having custody of the revenues or of any other funds of
the System, in an amount at least equal to the total funds in the
custody of any such person at any one time.

Section 7.17. Completion, Operation and Maintenance; Permits and Orders.
will maintain the System in good condition and with all federal and state
and standards and will operate the same as a revenue-producing enterprise in
and economical manner, making such expenditures for equipment and for

repair and replacement as may be proper for the economical operation and
thereof from the revenues of the System in the manner provided in this

The Issuer will maintain all permits required by state and federal laws for the
of the System and all orders and approvals from the Public Service Commission

necessary for the operation of the System.

Section 7,18. Compliance with Loan Agreement and Law. The Issuer agrees
with all the terms and conditions of the Loan Agreement and all applicable laws,

regulations issued by the Authority, or other State, federal or local bodies in regard
uisition and construction of the Project and the operation, maintenance and use of

Section 7.19.Tax Covenants. The Issuer hereby further covenants and agrees
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A.    PUBLIC PURPOSE BONDS. The Issuer shall use the Bond proceeds
solely for the Project and as otherwise set forth herein, and the Project will be solely operated

.~i: as a public purpose and as local governmental activity of the Issuer.

B.    PRIVATE ACTIVITY BOND COVENANT. The Issuer shall not
permit at any time’or times any of the proceeds of the Bonds or any other funds of the Issuer
~to be used directly or indirectly in a manner which would result in the exclusion of the Bonds
~!ifrom the treatment afforded by Section 103(a) of the Code by reason of the classification of
ii~the Bonds as ’private activity bonds’ within the meaning of the Code. The Issuer will take

actions necessary to comply with the Code in order to assure the tax-exempt status of the
~onds.

C.    PRIVATE LOAN LIMITATION. The Issuer shall assure that not in
of 5% of the Net Proceeds of the Series 1999B Bonds are used, directly or indirectly,

make or finance a loan (other than loans constituting Nonpurpose Investments) to persons
than state or local government units.

D. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not take
action or permit or suffer any action to be taken if the result of the same would be to

the Bonds to be "federally guaranteed" within the meaning of Section 149(b) of the

E.    INFORMATION RETURN. The Issuer will file all statements,
and returns necessary to assure the tax exempt status of the Bonds, including

limitation the information return required under Section 149(e) of the Code.

F.    FURTHER ACTIONS. The Issuer will take any and all actions that
be required of it (including those deemed necessary by the Authority) so that the interest

the Bonds will be and remain excludable from gross income for federal income tax
and will not take any actions, or fail to take any actions (including those
by the Authority) which would adversely affect such exclusion.

Section 7.20. Statutory Mortgage Lien. A statutory mortgage lien upon the
is granted and created by Section 19 of the Act, which statutory mortgage lien is

recognized and declared to be valid and binding, and shall take effect immediately
delivery of the Bonds and shall be for the benefit of all Registered Owners of Bonds

with the lien of the Prior Bonds.

Section 7.21. PSC Order. The Issuer shall comply with the conditions of the
and any supplement or amendment thereto.

Section 7.22. Securities Laws Compliance. The Issuer will provide the
in a timely manner, with any and all information that may be requested of it
its annual audit report, financial statements, related information and notices of
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changes in usage and customer base) so that the Authority may comply with the provisions
’SEC Rule 15c2-12 (17CRF Part 240).
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ARTICLE VIII

INVESTMENT OF FUNDS; NON-ARBITRAGE

S~tion 8.01. Investments. Any moneys held as a part of the funds and
:ounts created by this Resolution, other than the Revenue Fund, shall be invested and

by the Commission, the Depository Bank or such other bank or national banking
.,iation holding such fund or account, as the case may be, at the direction of the Issuer

any Qualified Investments to the fullest extent possible under applicable laws, this
the need for such moneys for the purposes set forth herein and the specific

and provisions set forth in this Section 8.01.

Except as specifically provided herein, any investment shall be held in and at
times deemed a part of the fund or account in which such moneys were originally held,
the interest accruing thereon and any profit or loss realized from such investment shall

credited or charged to the appropriate fund or account. The investments held for any fund
account shall be valued at the lower of cost or then current market value, or at the

price thereof if then redeemable at the option of the holder, including the value
interest and giving effect to the amortization of discount, or at par if such
is held in the "Consolidated Fund." The Commission, the Depository Bank or

or national banking association, as the case may be, shall sell and reduce to
sufficient amount of such investments whenever the cash balance in any fund or
is insufficient to make the payments required from such fund or account, regardless

on such liquidation. The Depository Bank or such other bank or national banking
as the case may be, may make any and all investments permitted by this section

its own bond department and shall not be responsible for any losses from such
other than for its own negligence or willful misconduct.

The Depository Bank shall keep complete and accurate records of all funds,
and investments, and shall distribute to the Issuer, at least once a year, a summary

accounts and investment eamings. The Issuer shall retain all such records and
records relating thereto so long as any of the Bonds are Outstanding and as
as necessary to comply with the Code and assure the exclusion of intent on
gross income for Federal income tax purposes.

Section 8.02. Arbitrage. The Issuer covenants that (i) it will restrict the use
of the Series 1999B Bonds in such manner and to such extent as may be

in view of the Issuer’s reasonable expectations at the time of issuance of the Series
so that the Series 1999B Bonds will not constitute "arbitrage bonds" under

of the Code, and (ii) it will take all actions that may be required of it (including,
limitation, the timely filing of a fe~deral information return with respect to

so that the interest on the Series 1999B Bonds will be and remain excluded from
for federal income tax purposes, and will not take any actions which would

affect such exclusion.
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..... Section 8.03. ~ o__f_Excess Investment Earnings to th.__~e United States. A.
~ CREATION OF FUNDS. There are hereby created, to be held by the Depository Bank as
separate funds distinct from all other funds and accounts held by the Depository Bank under
this Resolution, the Earnings Fund and the Rebate Fund. All interest earnings and profits on

~ amounts in all funds and accounts established under this Resolution on account of the Series
1999B Bonds, other than (i) interest earnings and profits on any funds referenced in

Subsection C(5) dfthis Section if such earnings in any Bond Year are less than $100,000, (ii)
.gs and profits on amounts in funds and accounts which do not constitute Gross

and (iii) interest eamings and profits on the Rebate Fund shall, upon receipt by the
Bank, be deposited in the Earnings Fund. In addition, all interest earnings and

)fits on Gross Proceeds in funds held by the Issuer shall, upon receipt, be paid to the
~ository Bank for deposit in the Earnings Fund. Annually, on or before the 30th day

the end of each Bond Year or on the preceding business day in the event that such
day is not a business day, or such earlier date as may be required under the Code or the

Agreement, the Depository Bank shall transfer from the Eamings Fund to the Rebate
for purposes of ultimate payment to the United States an amount equal to Excess

~tment Earnings, all as more particularly described in this Section. Following the
~fer referenced in the preceding sentence, the Depository Bank shall transfer all amounts

~g in the Earnings Fund to the Construction Trust Fund until completion of the
ect, and thereafter to the Revenue Fund.

B.    DUTIES OF ISSUER IN GENERAL. The Issuer shall calculate Excess
Earnings in accordance with Subsection C and shall assure payment of an amount

to Excess Investment Eamings to the United States in accordance with Subsections D
E.

C.    CALCULATION OF EXCESS INVESTMENT EARNINGS. Within
15 days following the last day of the first Bond Year, the Issuer shall calculate, and shall

written notice to the Authority and Depository Bank of, the Excess Investment
referenced in clause (A) of the definition of Excess Investment Earnings.

within 15 days following the last day of each Bond Year and within 15 days
the date of the retirement of the Series 1999B Bonds, the Issuer shall calculate, and

written notice to the Authority and Depository Bank of, the amount of Excess
Earnings. Said calculations shall be made or caused to be made by the Issuer in
with the following:

(1) Except as provided in (2), in determining the amount described in clause
A(i) of the definition of Excess Investment Earnings, the aggregate amount earned on
Nonpurpose Investments shall include (i) all income realized under federal income

accounting principles (whether or not the person earning such income is subject
to federal income tax) with respect to such Nonpurpose Investments and with respect

the reinvestment of investment receipts~ from such Nonpurpose Investments
~: (without regard to the transaction costs incurred in acquiring, carrying, selling or
:redeeming such Nonpurpose Investments), including, but not limited to, gain or loss
realized on the disposition of such Nonpurpose Investments (without regard to when
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such gains are taken into account under Section 453 of the Code relating to taxable
year of inclusion of gross income), and income under Section 1272 of the Code
(relating to original issue discount) and (ii) any unrealized gain or loss as of the date
of retirement of the Bonds in the event that any Nonpurpose Investment is retained
after such date.

(2) In determining the amount described in clause (A) of the definition of
Excess Investment Earnings, Investment Property shall be treated as acquired for its
fair market value at the time it becomes a Nonpurpose Investment, so that gain or loss
on the disposition of such Investment Property shall be computed with reference to

~:~ such fair market value as its adjusted basis.

.... (3) In determining the amount described in clause (A)(ii) of the definition
: of Excess Investment Earnings, the Yield on the Series 1999B Bonds shall be

determined based on the actual Yield of the Series 1999B Bonds and during the
period between the Closing Date for the Series 1999B Bonds and the date the

:,~ computation is made (with adjustments for original issue discount or premium).

(4) In determining the amount described in clause (B) of the definition of
Excess Investment Earnings, all income attributable to the excess described in clause

of said definition must be taken into account, whether or not that income exceeds
the Yield of the Series 1999B Bonds, and no amount may be treated as "negative

ge."

(5) In determining the amount of Excess Investment Earnings, there shall
excluded any amount earned on any fund or account which is used primarily to

a proper matching of revenues and Debt Service within each Bond Year and
is depleted at least once a year except for a reasonable carryover amount not

excess of the greater of 1 year’s earnings on such fund or account or 1/12th of
Service as well as amounts earned on said earnings if the gross earnings

such fund or account for the Bond Year is less than $100,000.

D. PAYMENT TO THE UNITED STATES. The Issuer shall direct the
z Bank to pay from the Rebate Fund an amount equal to Excess Investment

to the United States in installments with the first payment to be made not later than
the end of the 5th Bond Year and with subsequent payments to be made not

5 years after the preceding payment was due. The Issuer shall assure that each
is in an amount equal to at least 90% of the Excess Investment Earnings

to the Gross Proceeds as of the close of the computation period. Not later than
retirement of the Series 1999B Bonds, the Issuer shall direct the Depository

from the Rebate Fund to the Unite~States 100% of the theretofore unpaid
Earnings in the Rebate Fund. In the event that there are any amounts

in the Rebate Fund following the payment required by the preceding sentence, the
’ Bank shall pay said amounts to the Issuer to be used for any lawful purpose of

The Issuer shall remit payments to the United States at the address prescribed



the Regulations as the same may be from time to time in effect with such reports and
tents as may be prescribed by such Regulations. In the event that, for any reason,

iatnounts in the Rebate Fund are insufficient to make the payments to the United States which
required by this Subsection D, the Issuer shall assure that such payments are made by the

.uer to the United States, on a timely basis, from any funds lawfully available therefor.

E. t FURTHER OBLIGATIONS OF ISSUER. The Issuer shall assure that
Investment Earnings are not paid or disbursed except as required in this Section. To

end the Issuer shall assure that investment transactions are on an arm’s length basis and
Nonpurpose Investments are acquired at their fair market value. In the event that

,ose Investments consist of certificates of deposit or investment contracts, investment
such Nonpurpose Investments shall be made in accordance with the procedures described
applicable Regulations as from time to time in effect. The Depository Bank shall keep the

in the Earnings Fund and Rebate Fund invested and reinvested to the fullest extent
in Government Obligations with maturities consonant with the required use

"and investment profits and earnings shall be credited to the account of such fund on
earned.

F.    MAINTENANCE OF RECORDS. The Issuer shall keep, and retain for
of six years following the retirement of the Series 1999B Bonds, records of the

made pursuant to this Section 8.03.

G. INDEPENDENT CONSULTANTS. In order to provide for the
Section 8.03, the Issuer and the Depository Bank (at the expense of the

provide for the employment of independent attorneys, accountants or consultants
on such reasonable basis as the Issuer or the Depository Bank may deem

FURTHER AGREEMENT. Notwithstanding the foregoing, the Issuer
to comply with all Regulations from time to time in effect and applicable

r be necessary in order to fully comply with Section 148(f) of the Code.

I.    REPORTING TO AUTHORITY. The Issuer shall fumish to the
annually, at such time as it is required to perform its rebate calculations under the

with respect to its rebate calculations and, at any time, any additional
~g thereto as may be requested by the Authority and shall furnish to the

’ such information with respect to earnings on all funds constituting "gross
the Bonds (as that term is defined in the Code) from time to time as the
request.

J.    AMENDMENTS TO THIS SECTION. Notwithstanding any of the
herein to the contrary, the Issuer agrees to amend the provisions of this Section
) time at the direction of the Authority in order to insure continuing compliance

hereof.
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Section 8.04 Restriction of Yield and Bond Proceeds. The Issuer shall comply
with the yield restriction on Bond proceeds as set forth in Section 148 of the Code.

ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Event~ o__fDefault. Each of the following events shall constitute
"Event of Default" with respect to the Bonds:

(1) If default occurs in the due and punctual payment of the principal of or
interest on any Bonds or the Prior Bonds; or

(2) If default occurs in the Issuer’s observance of any of the covenants,
or conditions on its part relating to the Bonds set forth in this Resolution,

Supplemental Resolution or in the Bonds, 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 Commission, the Depository Bank, the Bond Registrar, any Paying
Agent or a Holder of a Bond; or

(3) 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

Section 9.02. Remedies. Upon the happening and continuance of any Event
any Registered Owner of a Bond may exercise any available remedy and bring

action, suit or proceeding to enforce his rights and, in particular, (i) bring suit
principal or interest then due, (ii) by mandamus or other appropriate

enforce all rights of such Registered Owners including the right to require the
duties under the Act and this Resolution relating thereto, including but

tto the making and collection of sufficient rates or charges for services rendered
(iii) bring suit upon the Bonds, (iv) by action at law or bill in equity require

account as if it were the trustee of an express trust for the Registered Owners
and (v) by action at law or bill in equity enjoin any acts in violation of the

with respect to the Bonds, or the rights of such Registered Owners.

Section 9.03. Appointment o__f Receiver. Any Registered Owner of a Bond
legal action, compel the performance of the duties of the Issuer under this

the Act, including, the making and cellection of sufficient rates and charges
rendered by the System and segregation of the revenues therefrom and the
thereof. If there be any Event of Default with respect to the Bonds any

of a Bond shall, in addition to all other remedies or rights, have the right
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b̄y appropriate legal proceedings to obtain the appointment of a receiver to administer the
System or to complete the acquisition and construction of the Project, or both, on behalf of

ii~’i:!~!: 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

the deposits into the funds and accounts hereby established, and to apply such rates,
¯ entals, fees, charges or other revenues in conformity with the provisions of this Resolution

the Act.

The receiver so appointed shall forthwith, directly or by his agents and
enter into and upon and take possession of all facilities of said System and shall

operate and maintain, manage and control such facilities, and each and every part
and in the name of the Issuer exercise all the rights and powers of the Issuer with

to said facilities as the Issuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any
~ieovenants of this Resolution for Reserve, Sinking or other funds and upon any other

and interest thereon having a charge, lien or encumbrance upon the revenues of
System shall have been paid and made good, and all defaults under the provisions of this

shall have been cured and made good, possession of the System shall be
to the Issuer upon the entry of an order of the court to that effect. Upon any

default, any Registered Owner of any Bonds shall have the same right to secure
appointment of a receiver upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon
shall be under the direction and supervision of the court making such appointment, shall
times be subject to the orders and decrees of such court and may be removed thereby,
successor receiver may be appointed in the discretion of such court. Nothing herein

limit or restrict the jurisdiction of such court to enter such other and further
and decrees as such court may deem necessary or appropriate for the exercise by the

of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System
name of the Issuer and for the joint protection and benefit of the Issuer and Registered

of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
dispose of any assets of any kind or character belonging or pertaining to the

but the authority of such receiver shall be limited to the possession, operation and
of the System for the sole purpose of the protection of both the Issuer and

Owners of such Bonds and the curing and making good of any Event of Default
~ect thereto under the provisions of this Resolution, and the title to and ownership

shall remain in the Issuer, and no court shall have any jurisdiction to enter any
or decree permitting or requiring such receiver to sell, assign, mortgage or otherwise

of any assets of the System.            ~
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. Section 9.04. Remedie~i on Parit_~_ With Prior Bonds. The exercise of any
! remedi~ set forth, in Sections :9.02-an..d~.~~ abo~e ~~a]~-ec~ and protect the parity

o~the owiiers of the Prior Bonds. :~, "
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ARTICLE X

DEFEASANCE

Section 10.01. Defeasance_ofBonds. If the Issuer shall pay or cause to be paid,
. there shall~otherwise be paid, to the Holders of the Bonds, the principal of and interest due
to become due thereon, at the times and in the manner stipulated therein and in this

then the pledge of Net Revenues and other moneys and securities pledged under
Resolution and all covenants, agreements and other obligations of the Issuer to the
istered Owners of such Bonds shall thereupon cease, terminate and become void and be

and satisfied.

Bonds for the payment of which either moneys in an amount which shall be
or securities the principal of and the interest on which, when due, will provide

,s which, together with the moneys, if any, deposited with the Paying Agent at the
or earlier time, shall be sufficient, to pay as and when due, the principal installments

’and interest on such Bonds shall be deemed to have been paid within the meaning and
t the effect expressed in the first paragraph of this section. All Bonds shall, prior to the

thereof, be deemed to have been paid within the meaning and with the effect
;ed in the first paragraph of this section if there shall have been deposited with the

~ion or its agent either moneys in an amount which shall be sufficient, or securities
of and the interest on which, when due, will provide moneys which, together

moneys, if any, deposited with the Commission at the same time, shall be
pay when due the principal installments of and interest due and to become due

~ said Bonds on and prior to the next redemption date or the maturity dates thereof. Neither
nor moneys deposited with the Commission pursuant to this section nor principal
payments on any such securities shall be withdrawn or used for any purpose other

and shall be held in trust for, the payment of the principal installments of and interest
; provided, that any cash received from such principal or interest payments on

deposited with the Commission or its agent, if not then needed for such
shall, to the extent practicable, be reinvested in securities maturing at times and in

pay when due the principal installments of and interest to become due
Bonds on and prior to the next redemption date or the maturity dates thereof, and

from such reinvestments shall be paid over to the Issuer as received by the
or its agent, free and clear of any trust, lien or pledge. For the purpose of this

securities shall mean and include only Government Obligations.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modificatio_n of Resolution. No material
or amendment of this Resolution, or of any .resolution amendatory or

~lemental hereto, that would materially and adversely affect the respective rights of
;tered Owners of the Bonds shall be made without the consent in writing of the

Owners of sixty-six and two-thirds (66-2/3%) percent or more in principal amount
Bonds so affected and then Outstanding; provided, that no change shall be made in the

of any Bond or Bonds or the rate of interest thereon, or in the principal amount
or affecting the unconditional promise of the Issuer to pay such principal and interest

of the funds herein respectively pledged therefor without the consent of the respective
Owner thereof. No amendment or modification shall be made that would reduce

percentage of the principal amount of Bonds required for consent to the above-permitted
or modifications. Notwithstanding the foregoing, this Resolution may be

consent of any Bondholder as may be necessary to assure compliance
Section 148(t) of the Code relating to rebate requirements or otherwise as may be

to assure the excludability of interest on the Bonds from the gross income of the
thereof.

Section 11.02. Resolution Constitutes Contract. The provisions of the
shall constitute a contract between the Issuer and the Registered Owners of the

!onds and no change, variation or alteration of any kind of the provisions of the Resolution
be made in any manner, except as in this Resolution provided.

Section 11.03. Severability 9__f Invalid Provisions. If any section, paragraph,
or provision of this Resolution should be held invalid by any court of competent

the invalidity of such section, paragraph, clause or provision shall not affect any
g provisions of this Resolution and the Bonds.

Section 11.04. Headings, Et.._.qc. The headings and catchlines of the articles,
and subsections hereof are for convenience of reference only and shall not affect in

way the meaning or interpretation of any provision hereof.

Section 11.05. Conflicting Provisions. All orders or resolutions and parts
conflict with the provisions of this Resolution except for the Prior Resolutions, are,

extent of such conflict, hereby repealed and to the extent that a conflict arises between
and the Prior Resolutions, the more restrictive provision shall prevail.

Section 11,06. Coven.ant .0_f Due Procedure, Etc. The Issuer covenants that all
conditions, things and procedures required to exist, to happen, to be performed or to be

and in the adoption of this Resolution do exist, have happened, have been
5 have been taken in regular and due time, form and manner as required by and
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in full compliance with the laws and Constitution of the State of West Virginia applicable
thereto; and that the Chairperson, 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 11.07. Effective Date. This Resolution shall take effect immediately
adoption.

Adopted this 18th day of March, 1999.

~2h~irpe~’s-on, P~’biic S~’rv’fce_/~ct

Cblic S e/rvice D~/r,i~t

Member, Public Se~ice District
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CERTIFICATI ON

Certified as a true copy of a Resolution adopted bythe Public Service Board
f Shady Spring Public Service District on the 18th day of March, 1999.

Dated: March 18, 1999

~retary/Public Servic,~/~lc~
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EXHIBIT A

LOAN AGREEMENT

(See Tab 10)



EXHIBIT B

SCHEDULE OF RATES



EXHIBIT C
(Project Description)

Exhibit A (Project Description) to the Bond Resolution adopted November 6, 1998,
authorizing the $1,202,100 Shady Spring Public Service District Sewer System Revenue
Bonds, Series 1998A is hereby amended to read as follows:

The Bonds are being issued for the purpose of construction of improvements to the
.existing wastewater treatment plant and to prepay the Districts $179,000 Sewer Revenue
Bonds,~Series 1997B. The plant capacity will be increased by 400,000 gallons per day to a

tacity of 1,200,000 gallons per day. Improvements include a headworks structure,
.aeration/sludge holding tank, clarifier, effluent disinfection structure and equipment and

processing equipment and all related appurtenances thereto.



SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL    RESOLUTION    PROVIDING AS    TO    DATES,

MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,
SALE PRICES, AND OTHER TERMS OF THE SHADY SPRING PUBLIC

SERVICE DISTRICT SEWER SYSTEM REVENUE BONDS, SERIES

1999A; DESIGNATING A REGISTRAR, PAYING AGENT, DEPOSITORY

BANK; APPROVING LOAN AGREEMENT WITH RESPECT TO THE BOND;
~ MAKING OTHER PROVISIONS AS TO THE BOND.

..... WHEREAS, the Public Service Board of the Shady Spring Public
~rvice District (the "District") has duly and officially adopted a Bond

)lution on March 18, 1999 (the "Resolution"), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION OF CERTAIN EXTENSIONS, ADDITIONS,

BETTERMENTS AND IMPROVEMENTS TO THE PUBLIC

SEWERAGE FACILITY OF SHADY SPRING PUBLIC

SERVICE DISTRICT AND TO FINANCE THE COST OF

SUCH ACQUISITION AND CONSTRUCTION OF CERTAIN

EXTENSIONS,     ADDITIONS,     BETTERMENTS    AND

IMPROVEMENTS AND TO PAY OTHER COSTS IN

CONNECTION THEREWITH, NOT OTHERWISE PROVIDED,

THROUGH THE ISSUANCE OF NOT MORE THAN $800~000

IN AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING

PUBLIC SERVICE DISTRICT SEWER SYSTEM REVENUE

BONDS, SERIES 1999A, PROVIDING FOR THE RIGHTS

AND REMEDIES OF AND SECURITY FOR THE

REGISTERED    OWNERS    OF    SAID    BONDS; RATIFYING

THE LOAN AGREEMENT WITH THE WEST VIRGINIA

WATER DEVELOPMENT AUTHORITY AND THE WEST

VIRGINIA DIVISION OF ENVIRONMENTAL PROTECTION

RELATING TO SAID BONDS;    AUTHORIZING THE    SALE

AND PROVIDING FOR THE TERMS AND PROVISIONS OF

SAID     BONDS; AND ADOPTING     OTHER     PROVISIONS

RELATING THERETO.

WHEREAS, the Resolution provides for the issuance of the Shady
Public Service District Sewer System Revenue Bonds, Series 1999A

") in aggregate principal amount not to exceed $800,000 in
with Chapter 16, Article 13A, of the Code of West Virginia,

amended, (the "Act"), and the terms of the Loan Agreement (the
reement") entered into among the District, the West Virginia
of Environmental Protection (the "DEP") and the West Virginia



ter Development Authority (the "Authority"), but requires that the
tes, interest rates, maturities, sale prices and other terms of the

0nds should be established by a supplemental resolution;

WHEREAS, the Bonds is proposed to be purchased by the
pursuant to the Loan Agreement; and

WHEREAS, the Public Service Board (the "Board") of the

istrict deems it essential and desirable that this resolution (the
~lemental Resolution"), be adopted and that the prices, the maturity

~tes, the redemption provisions, the interest rates, and the interest
principal dates of the Bonds be fixed hereby in the manner stated

~rein; that the Loan Agreement be approved; and that other matters

~lating to the Bonds be herein provided for.

WHEREAS, capitalized terms not otherwise defined shall have
~ meanings given such terms in the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF

SHADY SPRING PUBLIC SERVICE DISTRICT:

~g~i_Q~. Pursuant to the Resolution, the Act, and this

~al Resolution, the Bonds shall be in the aggregate principal
of $752,000 with the following provisions:

(A) The Bonds shall be originally issued in the form of

le bond, numbered R-l, in the principal amount of $752,000. The
Is~ishall be dated the date of delivery thereof, shall bear interest

:he rate of zero percent (0%) per annum which principal shall be
quarterly on June I, September i, December 1 and March 1 of each

commencing June i, 2000, shall be subject to redemption upon the

consent of the Authority and DEP, upon payment of the interest,
subject to the other requirements provided in the Loan Agreement, as
ilas the Authority shall be the registered owner of the Bond. The SRF

~.i<Administrative Fee shall be paid quarterly on June i, September i,
1 and March i of each year commencing June i, 2000.

(B) The Bonds shall be sold to the Authority in
~ecordance with the terms of the Loan Agreement at a price equal to 100%

principal amount thereof.

$~¢tion 2. All other provisions relating to the Bonds shall
provided    in the Resolution, ,and the Bonds shall be in

)stantially the form provided in the Resolution with such changes,
~ns and omissions as may be approved by the Chairman of the

The execution of the Bonds by the Chairman shall be conclusive

e of such approval.
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Section 3.    The District does hereby ratify, approve and

iaccept the Loan Agreement including the ,’Schedule X" attached thereto,
!i~-:a copy of which is incorporated herein by reference, and the execution

land delivery by the Chairman of the Loan Agreement and the performance
iof the obligations contained therein, on behalf of the District have been

are hereby authorized, approved and directed.

Section 4. The District hereby appoints and designates First

Stlte Bank & Trust, Beckley, West Virginia, as the Depository Bank, as

.ded in the Resolution.

Section 5. The District hereby appoints and designates Bank

West Virginia, National Association, Charleston, West Virginia, as

~gistrar for the Bond.

Section 6. The District hereby appoints and designates the
, Commlsslon ) Charleston,~st Virginia Municipal Bond Commission (the ’ " ,

Virginia as Paying Agent for the Bond.

~Q/l_~. The Chairman and Secretary/Treasurer are hereby

,rized and directed to execute and deliver such other documents and
:ificates, including the Registrar’s Agreement, required or desirable

:!connection with the Bonds hereby and by the Resolution approved and
)rovided for, to the end that the Bonds may be delivered to the Authority

to the Loan Agreement on or about October 23, 1998.

S~ct$on 8. The financing of the Project in part with proceeds
the Bonds is in the public interest, serves a public purpose of the

and will promote the health, welfare and safety of the residents

District.

Section 9. The District hereby directs the Depository Bank to
y invest all monies in the funds and accounts established under

Bond Resolution in Qualified Investments further directed by the

~istrict.

Sec_~ i0. The District shall not permit at any time or
any of the proceeds of the Bonds or any other funds of the District

to be used directly or indirectly in a manner which would result in the

Lsion of the Bonds from the treatment afforded by Section 103 (a) of
~ the Internal Revenue Code of 1986, as amended, and any regulations

gated thereunder or under any predecessor thereto (the "Code"), by

of the classification of the ~onds as "private activity bonds"
¯ iWithin the meaning of the Code. The District will take all actions

:’necessary to comply with the Code and Treasury Regulations to be
Promulgated thereunder.

-3-



~li~D_~ll. This Supplemental Resolution shall be effective
~’ilimmediately upon adoption.

ted: March 18, 1999

SHADY SPRING PUBLIC SERVICE DISTRICT

Cha i rman

~

.~asur~

-4-



304-345-0375 BUCCI LRLJ OFFICES 450 P03    MRR 18 ’99 11:53

~OLUTION OF THE SHADY SPRING PUBLIC SERVICE DISTRICT APPROVING
INVOICESRELATING TO ACQUISITION AND OTHER

SERVICES FOR THE PROPOSED
WASTEWATER SYSTEM PROJECT AND AUTHORIZING

PAYMENT THEREOF

WHEREAS, The Shady Spring Public Service District has reviewed the invoices attached
~orated herein by reference relating to the acquisition of the Wastewater System

iect (Pr0jeet) hmded by the Sewer System Revenue Bonds, Series 1999A (Infi’astructure Fund)
an Infrastructure Fund Grant and finds as follows:

::(a) That none of the items for which the payment is proposed to be made has formed the
for any disbursement theretofore made;

That each item for which the payment is proposed to be made is or was necessary in
with the Project and constitutes a Cost of the services for the Prqiect;

That each of such costs has been otherwise properly incurred; and

That payment for each of the items proposed is then due and owing.

THEREFORE, BE IT RESOLVED by the Shady Spring Public Service District

is hereby authorized and directed the payment of the attached invoices as surnmarized

Gates Engineers & Consultants
Parkulo & Stansbury

Fund
Counsel - John T. Poffenbarger

$ 80.00
$30,172.00
$ 120.00
$37,900.00
$ 5.000,00
$73,272.00

by the Shady Spring Public Service District at a meeting held on the 18th day of



f07/92 PAYI-IENT REQUISITION

;5:

IPIENT/VENDOI~,

SHADY SPRING PUBLIC SERVICE DISTRICT

P O BOX 235

.]EAVER~ WV 25813-0235

_(..304) 255-1565

55-0622390

SRF PROJECT NO. C 544 27q

INVOICE NUMHERI Or]e

PERZO~ COVE~E~ ~ ~.~s

09/30/97     Ol /31 /99

PERCENTAGE OF PHYSICAL
CONST.UCTION COMPLETION 0~

7~500 ’

2,000 "

27,840 ~"

6,400 "

37,900-

5~000

752~000

c) TNZS
REQUEST

0

25,3~4

4~808

120 ..

8O

0

0

37,900

5,000

D) TOTAL
I~c)

25,364

4,808

120

8O

O

E) APPROVED
AGENCY

USE ONLY

0

37,900

5,000

73,.2721 7~.,2.72

i"
.)

7.3,272 7 :, .) -~ <-

AUTHORIZED SIGNATURE~

i

~__QH.A.LP~N
NAME AND TITLE

PROVED BY:

2/23/99
INVOICE

DATE

SIGNATURE OF PERSON PREPARING THIS
B~UEST

ONA WICKLINE~ OFFICE MANAGER
TXPED OR PRINTED NAME AND TITLE

212__3./_~9__
DATE
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SHADY SPRING PUBLIC SERVICE DISTRICT

SEWER REVENUE BONDS

SERIES 1999B

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,

MATURITIES,     INTEREST    RATES,     PRINCIPAL    PAYMENT

SCHEDULE, SALE PRICE AND OTHER TERMS OF THE SHADY

SPRING PUBLIC SERVICE DISTRICT SEWER REVENUE BONDS,

SERIES 1999B; DESIGNATING A REGISTRAR, PAYING

AGENT, AND DEPOSITORY BANK; APPROVING THE LOAN

AGREEMENT AND MAKING OTHER PROVISIONS AS TO THE

BONDS AND THE REFUNDING.

WHEREAS, Shady Spring Public Service District (the "Issuer"),

the County of Raleigh, State of West Virginia, is a public service

strict and public corporation of said State, the governing body of

is this public service board (the "Governing Body");

WHEREAS, the Governing Body duly adopted on March 18, 1999, a

~solution (the "Resolution") entitled:

A RESOLUTION AUTHORIZING THE PREPAYMENT OF SHADY

SPRING PUBLIC SERVICE DISTRICT’S SEWER REVENUE

BONDS, SERIES     1997B;     AMENDING THE     PROJECT

DESCRIPTION OF THE SEWER REVENUEBONDS,    SERIES

1998A;    AND PROVIDING THE LOCAL MATCH FOR THE

APPALACHIAN REGIONAL     COMMISSION GRANT, NOT

OTHERWISE PROVIDED, THROUGH THE ISSUANCE BYTHE

DISTRICT OF NOT MORE THAN $180,000 IN AGGREGATE

PRINCIPAL AMOUNT OF SHADY SPRING PUBLIC SERVICE

DISTRICT SEWER REVENUE BONDS, SERIES 1999B;

PROVIDING FOR THE RIGHTS AND REMEDIES OF AND

SECURITY FOR THE REGISTERED OWNERS OF SAID BONDS;

APPROVING AND RATIFYING A LOAN AGREEMENT WITH THE

WEST VIRGINIA WATER DEVELOPMENT AUTHORITY RELATING

TO SAID BONDS; AUTHORIZING THE SALE AND PROVIDING

FOR THE TERMS AND PROVISIONS OF SAID BONDS; AND

ADOPTING OTHER PROVISIONS RELATING THERETO.

WHEREAS, capitalized terms u~ed herein and not otherwise

herein shall have the meanings set forth in the Resolution when

WHEREAS, the Resolution provided for the prepayment of the



issuer’s Sewer Revenue Bonds, Series 1997B, dated June 24, 1997 (the
~1997B Bonds"), and issuance of its Sewer Revenue Bonds, Series 1999B

(the ~Series 1999B Bonds"), in an aggregate’,principal amount not to
!exceed $179,000, for the purposes of providing a portion of the local

arch for the ARC Grant; and paying costs of issuance thereof, all in
~ccordance with Chapter 16, Article 13A of the West Virginia Code of

.931, as amended (the ~Act");

WHEREAS, the Resolution further provided that the exact
~rincipal amount of the Series 1999B Bonds to be sold and the date,

, interest rates, redemption provisions, price and other terms

the Series 1999B Bonds should be established, that a Registrar, Paying
and Depository Bank be designated, that a Registrar and Paying
Agreement be approved, and that other matters pertaining to the

~eries 1999B Bonds be provided for by a supplemental resolution of the
Body;

WHEREAS, the Series 1999B Bonds are proposed to be purchased

,the West Virginia Water Development Authority (the "Authority"),
zsuant to a Loan Agreement between the Authority and the Issuer (the

Agreement"); and

WHEREAS, the Governing Body deems it essential and desirable
this Resolution be adopted and that the Loan Agreement and the

.strar and Paying Agent Agreement hereinafter provided for be entered
the Issuer, that the aggregate principal amount, the prices, the

y dates and amounts, and the interest rates of the Series 1999B
)ondsi be fixed hereby in the manner stated herein, and that other

relating to the Series 1999B Bonds be herein provided for, all

~accordance with the Resolution;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF SHADY
PUBLIC SERVICE DISTRICT:

Section I. Pursuant to the Resolution, the Act, and this
ilemental Resolution, the Bonds shall be originally issued in the form

le bond, numbered R-l, in the principal amount of $165,000. The
shall be dated the date of delivery thereof, shall bear interest
rate of five and seventy-five hundredths percent (5.75%) from the

of delivery. Interest shall be payable in semiannual installments
Ist day of April and the ist day of October in each year

on October i, 1999. Principal installments are payable as set

on the "Annual Schedule of Debt ~ervice" attached to the Bonds
October I, 1999, to and including October i, 2037. The Bonds

1 be subject to redemption prior to maturity, upon payment of

~al, interest and premium, if any, but only with the prior written
ent of the Authority.

2



The Bonds shall be executed by the Chairman of the Issuer by

manual signature and attested by the Secretary of the Issuer by his
manual signature and the seal of the Issuer shall be impressed thereon.

!!The seal impressed upon this Resolution is hereby adopted as the official
seal of the Issuer. The Bonds shall be sold to the Authority in

!~accordance with the terms of the Loan Agreement at a price equal to 100%

the principal amount thereof.

Section 2. The Registrar Agreement to be dated as of the date

i.of delivery of the Series 1999B Bonds, by and between the Issuer and the
~trar designated herein, substantially in the form submitted to this

meeting, shall be and the same is hereby approved. The Chairman shall
~cute and deliver the Registrar Agreement with such changes, insertions

omissions as may be approved by the Chairman. The execution of the
[istrar Agreement by the Chairman shall be conclusive evidence of any
~roval required by this Section.

Section 9. The District does hereby ratify, approve and accept

~he Loan Agreement including the "Schedule X" attached thereto, a copy
which is incorporated herein by reference, and the execution and

delivery by the Chairman of the Loan Agreement and the performance of the

contained therein, on behalf of the District have been and
iiiare hereby authorized, approved and directed.

~ Section 4. The District hereby directs the Depository Bank to

i~’~ ~lly invest all monies in the funds and accounts established under
Bond Resolution in Qualified Investments further directed by the

[strict.

~ . .S.ection 5. John T. Poffenbarger, Charleston, West Virginia,
appointed bond counsel to the Issuer in connection with the

~suance of the Series 1999B Bonds.

Section 6 The Issuer does hereby appoint and designate the
Virginia Municipal Bond Commission for the purpose of serving in the

y of Paying Agent.

Section 7. The Issuer does hereby appoint and designate Bank
~0ne, National Association, Charleston, West Virginia, for the purpose of

in the capacities of Registrar.

Section 8. The Issuer does hereby appoint and designate First
Bank & Trust, Beckley, West Virginia, for the purpose of serving

the capacity of Depository Bank.

S~¢~.ion 9. The notice addresses for the Registrar, Paying
, Depository Bank, and Authority shall be as follows:



REGISTRAR AND PAYING AGENT

Bank One, West Virginia, National Association
707 Virginia Street, East
Charleston, West Virginia 25301
Attention: Corporate Trust Department

DEPOSITORY BANK

First State Bank & Trust
P. O. Box 1125
Beckley, West Virginia 25801

ORIGINAL PURCHASER

West Virginia Water Development Authority

180 Association Drive
Charleston, West Virginia 25311

~ga~Q~. The Chairman and Secretary are hereby authorized
directed to execute and deliver such other documents and

rtificates, including a tax and arbitrage certificate, required or
[e in connection with the Series 1999B Bond issue to the end that

ilthe Series 1999B Bonds may be delivered on a timely basis to the

~y pursuant to the Loan Agreement.

~ ~ Section ii. The District hereby directs the Depository Bank to

y invest all monies in the funds and accounts established under
ihe Bond Resolution in Qualified Investments further directed by the

~Q~. The District shall not permit at any time or times
of the proceeds of the Bonds or any other funds of the District to

used directly or indirectly in a manner which would result in the
of the Bonds from the treatment afforded by Section 103 (a) of

Internal Revenue Code of 1986, as amended, and any regulations

gated thereunder or under any predecessor thereto (the "Code"), by
"~eason of the classification of the Bonds as ’,private activity bonds"

the meaning of the Code. The District will take all actions
necessary to comply with the Code and Treasury Regulations to be
promulgated thereunder.

~. The financing of t~e Project in part with proceeds
~of the Bonds is in the public interest, serves a public purpose of the
i.iDistrict and will promote the health, welfare and safety of the residents

the District.

4



.. SecDiQn 14. The Issuer has either (a)funded the Series 1999B

Bonds Reserve Account to the Series 1999B Bonds Reserve Requirement or

(b) created the Series 1999B Bonds Reserve Account which will be funded
with equal payments made on a monthly basis over a 10-year period until

ch Series 1999B Bonds Reserve Account holds an amount equal to the
. ..... ~eries 1999B Bonds Reserve Requirement. Moneys in the the Series 1999B

~Bonds Reserve Account and the Series 1999B Sinking Fund will be used

J~ii s°lely~i to pay principal of and interest, on the Bonds and will not bei~< ii~!available to pay costs of the Project

S@ction i~. This Resolution shall be effective immediately.

SEAL]

Adopted this 18th day of March, 1999

Chairman

5



CERTIFICATION

Certified a true, correct and complete copy of a Supplemental

Resolution duly adopted by the Public Service Board of SHADY SPRING

pUBLIC SERVICE DISTRICT at a meeting of the Public Service Board held at

I0:00 a.m., on March 18, 1999, pursuant to proper notice, at which

a quorum was present acting throughout.

Dated this day 18th of March, 1999

6



504-345-03?5 BUCCI LAbJ OFFICES 450 P02    MAR 18 ’99 ii:53

RESOLUTION OF THE SHADY SPRING PUBLIC SERVICE DISTRICT APPROVING
INVOICESRELATING TO ACQUISITION AND OTHER

SERVICES FOR THE PROPOSED
WASTEWATER SYSTEM PROJECT AND AUTHORIZING

PAYMENT THEREOF

:WHEREAS, The Shady Spring Public Service District has reviewed the invoices attached
and incorporated herein by reference relating to the acquisition of the Wastewater System

ieet (Project) funded by the Sewer System Revenue Bonds, Series 1999B (InI¥astructure Fund)
~ Infrastn~cture Fund Grant and finds as follows:

(a) That none of the items fbr which the payment is proposed to be made has tbmaed the
for any disbursement theretofore made;

(b) That each item for which the payment is proposed to be made is or was necessary in
on with the Project and constitutes a Cost of the services for the Prqiect;

(c) That each of such costs has been otherwise properly incttrred; and

That payment for each of the items proposed is then due and owing.

S;follows:
, THEREFORE, BE IT RESOLVED by the Shady Spring Public Service District

is hereby authorized and directed the payment of the attached invoices as summarized

.:Bond Counsel - John T. Poffenbargcr $ 7,500 00
Total $ 7,500.00

,~Adopted by the Shady Spring Public Service District at a meeting held on the 18th day of
,1999,



~ i!5@7/9 PAYHENT IIEQUISITION FORH

~ ~ s~DY SPRING PUBLIC SERVICE DIS~IG
P. O. Box 235 4.    ~OD COVS~U

Beaver, WV 25813-0235

(304) 255-1565

55-0622390

SRF PROJECT NO. C 544 202

INVOICE NUMBERI Four

q FROH {HOIDAYI~R) TO

02/_0/_/99 02 /26 /9--9

PERCENTAGE OF
CONSTRUCTION COHPLETION    20 %

tlon

.... ~’~"’~/FI$C,~L

~i~cI~ COSTS

mm cos 

APPROVED
BUDGET

B) PREVIOUS
APPBOVED
TOTALS

623~0 / ..,. 304,560

7,184/ 7,184

73,83~/.,’
61,308 ...

39,268,/ 17,468~"

76,35@<.. .. ~0~168

7,000" 4,316

7~O00 .~ ... 218.

179,000 / -0-

495 ’~ 495.~

925 ’ i~137-

87,936’ -0-

30,000 609

iO,000

477,568_

/

60~105 ’

i0,.000

THIS

-0-

-0-

-0-

179,000

-0-

-0-

179,000o,"

D} TOTAL E) APPROVED
IS&C) ACENC£

.    USE ONLY

304,560 ~,

7,184 ...        :.

61,308 ........ -    .~... ::

17 468 -

10,168

4,316 - ~" /~

218 .,’

179,000

495 ..~ -~ .?~

1~137. "     ....// .....

609 ,

60 105

10 000 ’ ~ ....’

ILY PAID

CE AHOUNT

477 568

179 oo

AUTIIORIZED SIGNATURE|

/      7/-~..
>;.

Lly, Chairman, SSPSD
:D NAME AND TITLE

3/Q~/99 .....
INVOICE

DATE

16) SIGNATURE OF PERSON PREPARING Tills
* REOUEST

.,.. .,,
:/~. ’~, ’_    3101/99

/ .. ,
,~....,. /’    /,

l/
¢’~ . -----

. ,.
/ ." . ~ . - ~..._

Ona F. Wickline~ Office Mgr., SSPSD

TYPED OR PRINTED NAME AND TITLE

........... ~,,.~ ~, i ~1,1 i~I~ 1" rl, ~t,
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SHADY SPRING PUBLIC SERVICE DISTRICT

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND.D//
CONSTRUCTION OF CERTAIN. EXTENSIO/NS,
ADDITIONS, BETTERMENTS AND IMP’ROV..V~E_EMENTS TO
THE EXISTING PUBLIC SEWER FACILITIES OF SHADY
SPRING PUBLIC    SERVICE    DISTRICT AND       THE
FINANCING OF THE COST NOT OTHERWISE PROVIDED,
THEREOF THROUGH THE ISSUANCE OF NOT MORE
THAN $2,500,000 IN AGGREGATE PRINCIPAL AMOUNT
OF SHADY SPRING PUBLIC SERVICE DISTRICT SEWER
REVENUE BONDS, SERIES 2002 A (WEST VIRGINIA SRF
PROGRAM), PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS OF SAID BONDS; AUTHORIZING EXECUTION
AND DELIVERY OF SAID BONDS; RATIFYING THE
LOAN AGREEMENT RELATING TO SAID BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SAID BONDS; AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1.01. Authori _ty for this Resolution. This Resolution is adopted pursuant
to the provisions of the Act, as hereafter defined and other applicable provisions of law.

Section 1.02. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

"Act" means, collectively, Chapter 16’, Article 13A and Chapter 22C, Article 2
of the Code of West Virginia of 1931, as amended and in effect on the date of adoption of
this Resolution.



"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser and registered owner of the Series 2002 A Bonds, or
any other agency of the State that succeeds to the functions of the Authority.

"Authorized Officer" means the Chairman of the Goveming Body of the Issuer
or any other person duly appointed as such by the Goveming Body.

"Board" means the public service board of the Issuer and shall include the
membership of the Board as may hereafter be duly constituted as the legal successors to the
present membership or any other authority vested with and authorized to exercise the powers
of the Issuer.

"Bond" or "Bonds" means, collectively, the Series 2002 A Bonds, the Prior
Bonds and any parity bonds hereafter issued within the terms, restrictions and conditions
contained in this Resolution.

"Bondholders" "Holder of the Bonds," "Holder," "Registered Owner," "Owner"
or any similar term, whenever used herein with respect to an Outstanding Bond or Bonds,
means the person in whose name such Bond is registered.

"Bond Register" means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter defined for the registration and transfer of
the Bonds.

"Bond Registrar" or "Registrar" means the bank or other entity to be designated
as such in the Supplemental Resolution and its successors and assigns.

"Bond Year" means the 12 month period beginning on the anniversary of the
Closing Date in each year and ending on the day prior to the anniversary date of the Closing
Date in the following year except that the first Bond Year shall begin on the Closing Date.

"Certificate of Authentication and Registration" means the certificate of
afathentication and registration on the Bond in substantially the form set forth in the bond
form contained herein.

"Chairman" means the Chairman of the Goveming Body of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Series
2002 A Bonds a portion of the proceeds of the Series 2002 A Bonds from the Authority.

"Code" means the Internal Revenue Code of 1986, as amended, including the
rules and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

C0551052.1 2



"Consulting Engineers" means L. A. Gates Company, Beckley, West Virginia,
or any qualified engineer or firm of engineers licensed by the state, that shall at any time
hereafter be retained by the Issuer as Consulting Engineers for the System in accordance with
Chapter 5G; Article 1 of the Code of West Virginia 1931, as amended.

"Costs" or "Costs of the Project" or any similar phrase means those costs
described in Section 1.04G hereof to be a part of the cost of planning, design, acquisition
and construction of the Project.

"Debt Service" means the scheduled amount of interest and amortization of
principal payable on the Bonds, as hereinafter defined, during the period of computation,
excluding amounts scheduled during such period which relate to principal which has been
retired before the beginning of such period.

"DEP" means the West Virginia Department of Environmental Protection or
any other agency,, board or department of the State that succeeds to the functions of the DEP.

"Depository Bank" means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinafter defined, which Depository Bank shall be named in the Supplemental Resolution,
and any successor thereto.

"Excess Investment Earnings" means an amount equal to the sum of:

(A) The excess of

(i)    The aggregate amount earned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Bonds are invested
[other than amounts attributable to an excess described in this clause (A) of
this definition of Excess Investment Earnings, over

(ii) The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Earnings]
had been equal to the Yield on the Bond, plus

(B) Any income attributable to the excess described in clause (A) of this
definition of Excess Investment Earnings.

"FDIC" means the Federal Deposit Insurance Corporation and any successor to
the functions thereof.

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

C0551052.1 3
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"Governing Body" or "Board" means the public service board of the Issuer, as it
is now or may hereafter be constituted.

"Government Obligations" means direct obligations of, or obligations the
timely payment of the principal of and interest on which is guaranteed by, the United States
of America, including (i) such obligations which have been stripped from their unmatured
interest coupons, interest coupons stripped from such obligations and receipts or certificates
evidencing payments from such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct
obligations of, or specified obligations which are unconditionally and fully guaranteed by, the
United States of America, which obligations are held by a bank or trust company organized
and existing under the laws of the United States of America or any state thereof in the
capacity of custodian and (iii) obligations, the sole source of the payment of the principal of
and interest on which are obligations of the nature of those described in clause (i), which are
irrevocably pledged for such purposes.

"Gross Proceeds" means the sum of the following amounts:

(i)    Original proceeds, namely, net amounts received
by or for the Issuer as a result of the sale of the Bond, excluding
original proceeds which become transferred proceeds
(determined in accordance with applicable Regulations) of
obligations issued to refund in whole or in part the Bond;

(ii) Investment proceeds, namely, amounts received at
any time by or for the Issuer, such as interest and dividends,
resulting from the investment of any original proceeds (as
referenced in clause (i) above) or investment proceeds (as
referenced in this clause (ii)) in Nonpurpose Investments,
increased by any profits and decreased (if necessary, below
zero) by any losses on such investments, excluding investment
proceeds which become transferred proceeds (determined in
accordance with applicable Regulations) of obligations issued to
refund in whole or in part the Bonds;

(iii) Transferred proceeds, namely, original proceeds of
any prior obligations, and interest earnings and profits less
losses resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any prior obligations and which are
deemed to become proceeds of the Bonds ratably as original
proceeds of the Bonds, and interest earnings and profits
resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any such prior obligations, all on the
date of such ratable discharge;

C0551052.1 4



(iv) Sinking fund proceeds, namely, amounts, other
than original proceeds, investment proceeds or transferred
proceeds [as referenced in clauses (i) through (iii) above] of the
Bonds, which are held in any fund to the extent that the Issuer
reasonably expects to use such other fund to pay Debt Service;

(v) Amounts in the Reserve Accounts and in any other
fund established as a reasonably required reserve or replacement
fund;

(vi) Investment Property pledged as security for
.payment of Debt Service on the Bonds by the Issuer;

(vii) Amounts, other than as specified in this definition,
used to pay Debt Service on the Bonds; and

(viii) Amounts received as a result of investing amounts
described in this definition.

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

"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
o_r for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.

"Investment Property" means any security (as said term is defined in Section
165(g)(2)(A) or (B) of the Code), obligation, annuity contract or investment-type property,
excluding, however, obligations the interest on which is excluded from gross income under
¯ Section 103 of the Code for federal income tax purposes, (the term specified private activity
bonds as defined in Section 57(a)(5)(c) of the Code).

"Issuer" or "District" means the Shady Spring Public Service District, a public
service district/public corporation and political subdivision of the State.

"Loan Agreement" means the Water Pollution Control Revolving Fund Bond
Purchase Agreement heretofore entered into or to be entered into, by and among the
Authority, the DEP and the Issuer providing for the purchase of the Series 2002 A Bonds

..... C0551052.1 5



from the Issuer by the Authority which is attached as Exhibit B hereto and incorporated
herein by reference.

"Net Proceeds" means the face amount of the Series 2002 A Bonds, plus
accrued interest and premium, if any, less original issue discount, if any, and less proceeds, if
any, deposited in the Series 2002 A Bond Reserve Account. For purposes of the Private
Business Use limitations set forth herein, the term Net Proceeds .shall include any amounts
resulting from the investment of proceeds of the Series 2002 A Bonds, without regard to
whether or not such investment is made in tax-exempt obligations.

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

-         "Nonpurpose Investment" means any Investment Property which is acquired
with the Gross Proceeds of the Bonds and is not acquired in order to carry out the
governmental purpose of the Bonds.

"Operating Expenses" means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System, as hereinafter defined 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 the Project, the SRF
Administrative Fee, fees and expenses of the Authority, fiscal agents, the Depository Bank,
Registrar and Paying Agent, other than those capitalized as part of the Costs of the Project,
payments to pension or retirement funds, taxes and such other reasonable operating costs and
expenses as should normally and regularly be included under generally accepted accounting
principles; provided, that "Operating Expenses" does not include payments on account of the
principal of or redemption premium, if any, or interest on the Bonds, charges for
depreciation, losses from the sale or other disposition of, or from any decrease in the value
of, capital assets, amortization of debt discount or such miscellaneous deductions as are
applicable to prior accounting periods.

Series 2002 A"Outstanding," when used with reference to Bonds and as of any
p-articular date, describes all Bonds theretofore and thereupon being authenticated and
delivered except (i) any Bond canceled by the Bond Registrar at or prior to.said date; (ii) any
Bond for the payment of which moneys, equal to its principal amount and redemption
premium, if applicable, with interest to the date of maturity or redemption shall be in trust
hereunder and set aside for such payment (whether upon or prior to maturity); (iii) any Bond
deemed to have been paid as provided in Article X hereof; and (iv) for purposes of consents,
notices or other action by a specified percentage of Bondholders, any Bonds registered to the
Issuer.

"Parity Bonds" means additional Bon0ts issued under the provisions and within
the limitations prescribed by Section 7.08 hereof.

"Paying Agent" means the Commission.
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"Prior Bonds" means, collectively, the Series 1982B Bonds, the Series 1994A
Bonds, the Series 1996A Bonds, the Series 1997C Bonds, the Series 1997D Bonds, the Series
1998A Bonds, the Series 1998B Bonds, the Series 1999A Bonds, the Series 1999B Bonds of
the Issuer, as described in Section 1.04J hereof.

"Prior Resolutions" means, collectively, the resolutions of the Issuer adopted
August 1, 1982, June 6, 1994, April 25, 1996, June 24, 1997, November 25, 1998, December
17, 1998, and March 18, 1999, authorizing the Prior Bonds.

"Private Business Use" means use directly or indirectly in a trade or business carried
on by any person other than a governmental unit; provided that, use as a member of the
general .public shall not be taken into account.

"Project" means the acquisition and construction of certain extensions,
additions, betterments and improvements to the System substantially as described in Exhibit
A attached hereto and incorporated herein by reference.

"PSC" means the Public Service Commission of West Virginia and any
successors to the functions thereof.

"PSC Order" means, collectively, the final order or orders of the PSC, granting
the Issuer a certificate of convenience and necessity for the Project and approving the
financing for the Project and the rates for the System.

"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

(b) Bonds, debentures, notes 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; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;

(c)    Any bond, debenture, note, participation certificate or other similar
obligation 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;

(d) Time accounts, (includin~g accounts evidenced by time certificates of
deposit, time deposits or other similar bfi_nking arrangements) which, to the extent not
insured by the FDIC, shall be secured by a pledge of Government Obligations,
provided, that such Government Obligations pledged either must mature as nearly as
practicable coincident with the maturity of said time account or must be replaced or
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increased so that the market value thereof is always at least equal to the principal
amount of said time account;

(e)    Money market funds or similar funds, the only assets of which are
investments of the type described in paragraphs (a) through (d) above;

(f)    Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (d) 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 themarket value thereof is always at least equal
to the principal amount of paid repurchase agreements, and provided further that the
owner of such repurchase agreement shall have a prior perfected security interest in
the collateral therefor; must have (or its agent must have) possession of such
collateral; and such collateral must be free of all claims by third parties;

(g) The "consolidated fund" (or any distinct portion thereof) managed by
the West Virginia Investment Management Board pursuant to Article 6, Chapter 12
of the Code of West Virginia, 193 1, as amended; and

(h) Advance-Refunded Municipal Bonds.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established or continued by Section 5.01 (2).

"Reserve Accounts" means, collectively, the respective reserve accounts created for
the Series 2002 A Bonds and the Prior Bonds.

"Reserve Requirement" means, collectively, the respective amounts required to be in
d_eposit in the Reserve Accounts.

"Resolution", "Bond Resolution" or "Local Act" shall mean this Resolution, as from
time to time amended or supplemented.

"Revenue Fund" means the Revenue Fund established or continued by Section
5.01(1).

"Secretary" means the Secretary of the Governing Body of the Issuer.

"Series2002 A Bonds" means the Sewer Reven~ue Bonds, Series 2002 A (West Virginia SRF
Program), of the Issuer, authorized by this Resolution.
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"Series 2002 A Bonds Constructions Trust Fund" means the Series 2002 A Bonds
Construction Trust Fund Reserve Account created by Section 5.01 hereof.

"Series 2002 A Bonds Reserve Account" means the Series 2002 A Bonds Reserve Account
created by Section 5.02 hereof.

"Series 2002 A Bonds Reserve Requirement" means, as of any date of calculation, the
:maximum amount of principal and interest, if any, which will become due on the Series 2002 A
Bonds in the then current or any succeeding year.

"Series 2002 A Bonds Sinking Fund" means the Series 2002 A Bonds Sinking Fund created
by Section 5.02 hereof.

-          "Sinking Funds" means, collectively, the respective sinking funds created for the
Series 2002 A Bonds and the Prior Bonds.

"SRF Administrative Fee" means any administrative fee required to be paid pursuant
to the Loan Agreement.

"SRF Program" means the State’s Water Pollution Control Revolving Fund Program,
under which the Authority purchases the water pollution control revenue bonds of governmental
entities satisfying certain legal and other requirements with proceeds o f a capitalization grant award
from the United States Environmental Protection Agency and funds from the State Program.

"SRF Regulations" means the regulations set forth in Title 47, Series 31 of the West
Virginia Code of State Regulations.

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution of the Issuer supplementing or
a_mending this Resolution and, when preceded by the article "the," refers specifically to the
supplemental resolution or resolutions authorizing the sale of the Series 2002 A Bonds; provided,
.that any matter intended by this Resolution to be included in the Supplemental Resolution with
respect the Series 2002 A Bonds and not so included may be included in another Supplemental
Resolution.

"Surplus Revenues" means the Net Revenues not required by this Resolution or the
Prior Resolutions to be set aside and held for the payment of or security for the Series 2002 A Bonds,
the Prior Bonds or any other obligations of the Issuer, including but not limited to the Renewal and
Replacement Fund, the Reserve Accounts and the Sinking Fund,.

"System" means the complete public service properties of the Issuer for the collection,
treatment, purification or disposal of liquid or solid wastes, sewage or industrial wastes, as presently
existing in its entirety, and shall include the Project and any extensions, additions, betterments and
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improvements thereto, , hereafter acquired or constructed for the System from any sources
whatsoever, both within and without the Issuer.

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

"Yield" means that yield which, when used in computing the present worth of all
payments of principal and interest (or other payments in the case of Nonpurpose Investments which
require payments in a form not characterized as principal and interest) on a Nonpurpose Investment
or on the Bond, produces an amount equal to the Purchase Price of such Nonpurpose Investment or
the Bond, all computed as prescribed in applicable Regulations.

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 shall include the plural number in each case and
vice versa; words importing persons shall include firms and corporations; and words importing the
masculine, feminine or neutral gender shall include any other gender.

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

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

Section 1.03. Resolution Constitutes Contract. In consideration of the acceptance of
the Series 2002 A Bonds by those who shall be the Registered Owners of the same fi-om time to time,
this Resolution shall be deemed to be and shall constitute a contract between the Issuer and such
Bondholders and the covenants and agreements herein set forth to be performed by the Issuer shall be
for the equal benefit, protection and security of the Registered Owners of any and all such Bonds, all
. of_which shall be of equal rank and without preference, priority or distinction between any one Bond
and any other Bonds of the same series by reason of priority of issuance or otherwise, except as
expressly provided therein and herein.

Section 1.04. Findings. It is hereby found, determined and declared as follows:

A.    The Issuer is a public service district, public corporation and political
subdivision of the State in Raleigh County, West Virginia.

B. The Issuer presently owns and operates a public sewerage system.

C.    It is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer, that there be acquired and constructed certain improvements, extensions or

r .. betterments to the System, as described in Exhibit A attached hereto at an aggregate estimated cost of
not more than $2,500,000 in accordance with plans and specifications to be prepared by the
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Consulting Engineers, which plans and specifications following approval by DEP will be on file with
the District.

D.    The estimated revenues to be derived in each year after completion of the
Project from the operation of the System will be sufficient to pay all the costs of the operation and
maintenance of the System, the principal of and interest on the Series 2002 A Bonds and the Prior
Bonds and all sinking funds, reserve accounts and other payments provided for herein, in the Prior
Resolutions and in the PSC Order.

E.    The estimated maximum cost of the acquisition and construction of the Project
is $2,500,000, which will be permanently obtained from the Series 2002 A Bonds herein authorized.
F.    The period of usefulness of the System after completion of the Project will not be less than
forty (40) years.

G.    It is deemed necessary for the Issuer to issue its Series 2002 A Bonds in the
aggregate principal amount of not more than $2,500,000 initially to be represented by a single bond,
to permanently finance the costs of acquisition and construction of the Project. Said costs shall be
deemed to include the cost of all property fights, easements, and franchises deemed necessary
therefor; the cost of acquisition and construction of the Project, funding the Series 2002 A Bonds
Reserve Account and any other expenses necessary, incidental, desirable or appurtenant to the
acquisition and construction of the Project and such replacements as are necessary therefor;; the cost
of interim financing for such Project; interest on the Series 2002 A Bonds, prior to, during and for
six months aider the estimated date of completion of acquisition and construction of the Project;
engineering and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; expenses for the service of registrars, paying agents, depositories or other
agents in connection with the issuance of the Bonds, and such other expenses as maybe necessary or
desirable to said construction and acquisition of the project and placing the same in operation and the
financing authorized by this Resolution.

H..    It is in the best interests of the Issuer that the Series 2002 A Bonds be sold to
the Authority pursuant to the terms and conditions of the Loan Agreement made a part hereof, to
take advantage of the favorable terms available to the Issuer.

I.     The Issuer has complied with all requirements of West Virginia law and the
Loan Agreement relating to authorization of the acquisition, construction and operation of the Project
and issuance of the Series 2002 A Bonds, or will have so complied prior to issuance of any thereof,
including, among other things, the obtaining of the PSC Order, the time for rehearing and appeal of
which have expired and the written approval of the West Virginia Infrastructure and Jobs
Development Council.

J.     There are outstanding obligatiorls of the Issuer which will rank on a parity
with the Bonds as to liens, pledge and source of and security for payment, which obligations are
designated and have the lien positions with respect to the Series 2002 A Bond as follows:
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Desi~maation

Sewer
Revenue Bonds, Series 1982B,
August 12, 1982, issued in the original
principal amount of $795,515
(the "Series 1982 B Bonds")

Sewer
Revenue Bonds, Series 1994A ,dated
June 8, 1994, issued in the original
principal amount of $170,532
(the "Series 1994A Bonds")

Sewer
Revenue Bonds, Series 1996A, dated
April 25, 1996, issued in the original
principal amount of $151,800
(the" Series1996A Bonds")

Sewer
Revenue Bonds, Series 1997C, dated
June 24, 1997, issued in the original
principal amount of $2,197,304
(the "Series 1997C Bonds")

Sewer
Revenue Refunding Bonds, Series 1997D,
dated June 24, 1997, issued in the original
principal amount of $3,056,955
(the "Series 1997D Bonds")Sewer

Revenue Bonds, Series 1998A,
dated November 25, 1998, issued in the original
principal amount ot’$1,202,100
(the "Series 1998A Bonds");

Sewer
Revenue Bonds, Series 1998B,
dated December 17, 1998, issued in the original
principal amount of $839,000
(the "Series 1998B Bonds")               ~,

Sewer
Revenue Bonds, Series 1999A,
dated March 18, 1999, issued in the original
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First Lien (Parity)
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First Lien (Parity)
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principal amount of $752,000
(the "Series 1999A Bonds’)

Revenue Bonds, Series 1999B,
dated March 18, 1999, issued in the original
principal amount of $165,000
(the "Series 1999B Bonds")

First Lien (Parity)

The Series 1982B Bonds,.the Series 1994A Bonds, the Series 1996A Bonds. the
Series 1997C Bonds, the Series 1997D Bonds, the Series 1998A Bonds, the Series 1998B Bonds, the
Series 1999A Bonds and the Series 1999B Bonds are hereinafter collectively called the "Prior
.Bonds."

The Series 2002 A Bonds shall be issued on a parity with the Prior Bonds with respect to the
liens, pledge and source of and security for payment and in all other respects. The Issuer has
complied with the requirements for issuance of parity bonds in the Prior Resolutions. Prior to the
issuance of the Series 2002 A Bonds, the Issuer will obtain (1) 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 Series 2002 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 the revenues or assets of the System.

ARTICLE II

AUTHORIZATION OF EXTENSIONS, ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO SYSTEM

Section 2.01. Authorization of Extensions, Additions, Betterments and Improvements.
There is hereby authorized the acquisition and construction of the Project at an estimated cost of
$2,500,000 in accordance with plans and specifications prepared by the Consulting Engineers,
approved by DEP and the Issuer and is on file in the office of the Board. The proceeds of the Series
2002 A Bonds shall be applied as provided in Article VI hereof.

Prior to issuing the Series 2002 A Bonds, the Issuer must receive acceptable bids or
enter into contracts for the acquisition and construction of the Project in an amount compatible with
the financing plan submitted to the DEP.           ~

ARTICLE III
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AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BOND; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01. Authorization of Bonds. For the purposes of financing the costs, of acquisition
and construction of the Project, funding the Series 2002 A Bonds Reserve Account, and paying
certain costs of issuance and related costs, or any of such purposes as shall be specified in the
Supplemental Resolution, there shall be issued negotiable bonds of the Issuer in an aggregate
principal amount of not more than $2,500,000. The Series 2002 A Bonds shall be issued as one
bond to be designated "Shady Spring Public Service District Sewer Revenue Bonds, Series 2002 A
(West Virginia SRF Program)", and shall have such terms as set forth herein and in the Supplemental
Resolution. The Series 2002 A Bonds shall be payable as to at the principal office of the Paying
Agent in any coin or currency which, on .the dates of payment of principal is legal tender for the
payment of public or private debts under the laws of the United States of America. Interest on the
Series 2002 A Bonds shall be paid by check or draf~ mailed to the registered owner thereof at the
address as it appears on the books of the Bond Registrar, provided, that so long as the Authority is
the owner thereof, interest on the Bonds may be paid by wire transfer or other methods satisfactory to
the Issuer, the Paying Agent and the Authority.

Unless otherwise provided by the Supplemental Resolution, the Series 2002 A Bonds shall be
issued in the form of a single bond, fully registered to the Authority, with a record of advances and a
debt service schedule attached thereto, representing the aggregate principal amount of the-Series
2002 A Bonds. The Series 2002 A Bonds shall be exchangeable at the option and expense of the
Bondholder for other fully registered Bond in aggregate principal amount equal to the amount of said
Bonds then Outstanding, with principal installments or maturities, as applicable, corresponding to
the dates of payment of principal installments of said Bonds; provided, that the Authority shall not be
obligated to pay any expenses of such exchange.

Subsequent series of bonds may be issued in fully registered form and in the
denominations as determined by a Supplemental Resolution. Said Bonds shall be dated and shall
have such terms as set forth in said Supplemental Resolution

Section 3.02 Execution of Bond. The Series 2002 A Bonds shall be executed in the
name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed thereto or imprinted
thereon and attested by the Secretary-Treasurer. In case any one or more of the officers who shall
have signed or sealed any of the Bonds shall cease to be such officer of the Issuer before the Bonds
~so signed and sealed have been actually sold and 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 has
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 Bond shall hold the proper office in the Issuer,
although at the date of such Bond such person may not have held such office or may not have been
so authorized.                                 ~

Section 3.03. Authentication and Registration. No Series 2002 A Bond shall be valid
..... or obligatory for any purpose or entitled to any security or benefit under this Resolution unless and

i until the Certificate of Authentication and Registration on such Bond, substantially in the form set
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forth in Section 3.08, shall have been manually executed by the Bond 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 on any Bond shall be deemed to have been executed by the Bond
Registrar if manually signed by an authorized officer of the Bond Registrar, but it shall not be
necessary that the same officer sign the Certificate of Authentication and Registration on all of the
Bonds issued hereunder.

Section 3.04. Negotiability, Transfer and Registration. Subject to the provisions for
transfer of registration set forth below, the Series 2002 A Bonds shall be and have all of the qualities
and incidents of negotiable instruments under the Uniform Commercial Code of the State, and each
successive Holder in accepting any of said Bonds shall be conclusively deemed to have agreed that
such 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 Bond shall be incontestable in the hands of a bona fide holder for
value.

So long as any of the Series 2002 A Bonds remain Outstanding, the Issuer, through
the Bond Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

The registered Bond shall be transferable only upon the books of the Bond Registrar,
by the Registered Owner thereof in person or by his attorney duly authorized in writing, upon
surrender thereto, together with a written instrument of transfer satisfactory to the Bond Registrar
duly executed by the Registered Owner or his duly authorized attomey.

In all cases in which the privilege of exchanging the Bonds or transferring the Bonds
is exercised, the 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 Bond
Registrar. For every such exchange or transfer of Bond, the Bond 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 exchange or transfer and the cost of preparing each new Bond upon each exchange or
transfer, and any other expenses of the Bond Registrar incurred in connection therewith, which sum
or sums shall be paid by the Issuer. The Bond Registrar shall not be obligated to make any such
exchange or transfer of the Bonds during the period commencing on the fifteenth day of the month
preceding an interest payment date on the Bonds or, in the case of any proposed redemption of
Bonds, next preceding the date of the selection of the Bonds to be redeemed, and ending on such
interest payment date or redemption date.

Section 3.05. Bonds Mutilated, Destroyed, Stolen or Lost. In case any Series 2002 A
Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue,
and the Bond Registrar shall, if so advised by the Issuer, authenticate and deliver, a new Bond of the
same series and of like tenor as the Bonds so mutilated, destroyed, stolen or lost, in exchange and
substitution for such mutilated Bond, upon surrender and cancellation of such mutilated Bond, or in
lieu of and substitution for the Bond destroyed, stolen or lost, and upon the Holder’s furnishing proof
of its 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 and the
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Bond Registrar may incur. All Bonds so surrendered shall be canceled by the Bond Registrar and
held for the account of the Issuer. If any such Bond 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 Bond be lost, stolen or destroyed, without surrender thereof.

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

Section 3.06. Bonds not to be Indebtedness of the Issuer. The Series 2002 A Bonds
shall not, in any event, be or constitute an indebtedness of the Issuer within the meaning of any
coIastitutional or statutory provision or limitation, but shall be payable solely from the Net Revenues
derived from the operation of the System as herein provided. No Holder or Owners of any of the
Series 2002 A Bonds shall ever have the right to compel the exercise of the taxing power, if any, of
the Issuer to pay the Series 2002 A Bonds or the interest, if any, thereon.

Section 3.07. Bonds Secured b,/Pledge of Net Revenues. The payment of the debt
service on the Series 2002 A Bonds shall be secured by a first lien on the Net Revenues 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 on and other payments for the Prior Bonds
and the Series 2002 A Bonds and to make the payments into the Sinking Funds, the Reserve
Accounts and the Renewal and Replacement Fund hereinafter continued or established are hereby
irrevocably pledged to such payments as the same become due.

Section 3.08. Form of Bonds. The text of the Series 2002 A Bonds shall be in
substantially the following form, with such omissions, insertions and variations as may be necessary
and desirable and authorized or permitted hereby, or by any Supplemental Resolution adopted prior
to the issuance thereof.
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(Form of Bond)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES 2002 A

(WEST VIRGINIA SRF PROGRAM) "

No. AR-1 $2,419,905

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a 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 special funds provided therefor, as hereinafter set forth, to the West Virginia Water Development
Authority (the "Authority") or registered assigns the sum of $2,419,905 or such lesser amount as
shall have been advanced to the Issuer hereunder and not previously repaid, as set forth in the
"Record of Advances" attached as Exhibit A hereto and incorporated herein by reference, in quarterly
installments on March 1, June 1, September 1 and December 1 of each year, commencing
September 1, 2003, as set forth on the Debt Service Schedule" attached as Exhibit B hereto and
incorporated herein by reference. The SRF Administrative Fee of 0.5% shall also be payable
quarterly on March 1, June 1, September 1 and December 1 of each year, commencing September 1,
2003, as set forth on Exhibit B attached hereto. This Bond shall bear no interest.

Principal installments of this Bond are payable in any coin or currency which, on the
respective dates of payment of principal, is legal tender for the payment of public and private debts
under the laws of the United States of America, at the office of the West Virginia Municipal Bond
Commission, Charleston, West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in part, but
only with the express written consent of the Authority and the West Virginia Department of
E.nvironmental Protection (the "DEP"), and upon the terms and conditions prescribed by, and
otherwise in compliance with, the Loan Agreement dated December 10, 2001, among the Authority,
the DEP and the Issuer.

This Bond is issued (i) to pay the costs of acquisition and construction of certain
Improvements and extensions to the sewerage system of the Issuer (the "Project"), (ii) to fully fund
the Series 2002 A Bonds Reserve Account; and (iii) to pay certain costs of issuance hereof and
related costs. This Bond is issued under the authority of and in full compliance with the Constitution
and statutes of the State of West Virginia, including particularly Chapter 16, Article 13A and
Chapter 22C, Article 2 of the Code of West Virginia, 1931, as amended (collectively, the "Act"), a
Bond Resolution duly adopted by the Issuer on the 10ffi day of January, 2002, and a Supplemental
-Resolution adopted by the Issuer on the 10th day of January, 2002 (collectively, the "Resolution"),
and is subject to all the terms and conditions thereof. The Resolution provides for the issuance of
additional bonds under certain conditions, and such bonds would be entitled to be paid and secured
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equally and ratably from and by the funds and revenues and other security provided for the Bonds
under the Resolution.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT WITH THE PRIOR BONDS OF THE
ISSUER, AS DEFINED AND DESCRIBED IN THE RESOLUTION.

This Bond is payable only from and secured by a pledge of the Net Revenues (as
defined in the Resolution) to be derived from the operation of the System on a parity with the pledge
of Net Revenues in favor of the holders of the Prior Bonds and moneys in the Series 2002 A Bonds
Reserve Account created under the Resolution and unexpended proceeds of this Bond (the "Bond
Proceeds"). 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 which 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 or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same or the interest thereon except from said special fund provided from the Net
Revenues, the moneys in the Series 2002 A Bonds Reserve Account and unexpended Bond Proceeds.
Pursuant to the Resolution, the Issuer has covenanted and agreed to establish and maintain just and
equitable rates and charges for the use of the System and the services rendered thereby, which shall
be sufficient to provide for the reasonable expenses of operation, repair and maintenance of the
System, and to leave a balance each year equal to at least 115% of the maximum amount payable in
any year of principal of and interest, if any, on this Bond and all obligations on a parity with this
Bond, including the Prior Bonds;, provided however, that so long as there exists in the Series 2002 A
Bond Reserve Account an amount equal to the maximum amount of principal and interest which will
become due on this Bond in the then current year or any succeeding year and the reserve accounts for
any other obligations outstanding on a parity with this Bond, including the Prior Bonds, is funded at
an amount at least equal to the requirement therefor, such percentage may be reduced to 110%. The
Issuer has entered into certain further covenants with the registered owners of this Bond for the terms
of which reference is made to the Resolution. Remedies provided the registered owners of this Bond
are exclusively as provided in the Resolution, to which reference is here made for a detailed
description thereof.

Subject to the registration requirements set forth herein, this Bond is transferable, as
provided in the Resolution, only upon the books of the Bank One, West Virginia, National
Association, Charleston, West Virginia as registrar (the "Registrar") by the Registered Owner, or by
its attorney duly authorized in writing, upon the surrender of this Bond together with a written
instrument of transfer satisfactory to the Registrar duly executed by the Registered Owner or its
attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond under the provision
of the Act is, and has all the qualities and incidents of, a negotiable instrument under the Uniform
Commercial Code of the State of West Virginia.    ~’

All money received from the sale of this Bond, aider reimbursement and repayment of
all amounts advanced for preliminary expenses as provided by law, shall be applied solely to the
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payment of the costs of the Project described in the Resolution, and there shall be and hereby is
created and granted a lien upon such moneys, until so applied, in favor of the owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions
and things required to exist, happen and be performed precedent to and in the issuance of this Bond
have existed, have happened, and have been performed in due time, form and manner as required by
law, and that the amount of this Bond, together with all other obligations of the Issuer, does not
exceed any limit prescribed by the Constitution or statutes of the State of West Virginia and that a
sufficient amount of the 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 this Bond.

All provisions of the Resolution, resolutions and 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.
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IN WITNESS WHEREOF, SHADY SPRING 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                       ., 2002.

[SEAL]

Chairman

|

ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2002 A Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner set forth above, as of
the date set forth below.

Date: ,2002

Bank One, West Virginia, National Association,
as Registrar

Its Authorized Officer
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AMOUNT

EXHIBIT A

RECORD OF ADVANCES

DATE AMOUNT DATE

(1)$ (7) $
(2) $
(3) $
(4) $
(5) $
(6) $

(8)
(9)

(lo)
(11)$
(12)

TOTAL $

!
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EXHIBIT B

DEBT SERVICE SCHEDULE
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Form of Assignment

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

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

Dated:

In the presence of:

Section 3.09. Sale of Bonds; Ratification and Execution of Loan Agreement with
Authority and DEP. The Series 2002 A Bonds shall be sold to the Authority pursuant to the terms
and conditions of the Loan Agreement. If not so authorized by previous resolution, the Chairman is
specifically authorized and directed to execute the Loan Agreement and the Secretary is directed to
affix the seal of the Issuer thereto, attest the same and deliver the Loan Agreement to the Authority,
and any such prior execution and delivery of the Loan Agreement is hereby authorized, ratified and
approved.

Section 3.10. Filing of Amended Schedule. Upon completion of the acquisition and
construction of the Project, the Issuer will file with the Authority and the DEP, a schedule, the form
of which will be provided by the DEP,setting forth the actual costs of the Project and sources of
funds used therefor.

C0551052.1
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[RESERVED]

ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment of Funds and Accounts with Depository_ Bank. The
following special funds or accounts are created with (or continued if previously created 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 and from each other:

- (1)

.... (2)

Revenue Fund;

Renewal and Replacement Fund; and

(3) Series 2002 A Bonds Construction Trust Fund.

Section 5.02. Establishment of Funds and Accounts with Commission. The following
special funds or accounts are hereby established with the Commission:

(1) Series 2002 A Bonds Sinking Fund; and

(2) Series 2002 A Bonds Reserve Account.

Section 5.03. 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. The
Revenue Fund shall constitute a trust fund for the purposes provided in this Resolution and shall be
kept separate and distinct from all other funds of the Issuer and the Depository Bank and used only
for the purposes and in the manner therein and herein provided. As long as the Prior Bonds are
Outstanding, the Issuer shall make the payments required by Section 5.03A of the Prior Resolutions
and simultaneously make the payments set forth hereinafter.

(1)    From the Revenue Fund, the Issuer shall first each month pay the current
Operating Expenses of the System.

(2)    Next from the moneys in the Revenue Fund, the Issuer shall on the first day
of each month, make the interest payments to the Sinking Funds of the Prior Bonds required by the
Prior Resolutions.                             ~’

(3) Next from the moneys in the Revenue Fund, the Issuer shall on the first day of
each month, (i) make the principal payments to the Sinking Funds of the Prior Bonds required by the
Prior Resolutions and (ii) commencing 4 months prior to the first date of payment of principal of the
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Series 2002 A Bonds, remit to the Commission for deposit in the Series 2002 A Bond Sinking Fund,
a sum equal to 1/3rd of the amount of principal which will mature and become due on the Series
2002 A Bonds on the next ensuing quarterly principal payment date; provided that, in the event the
period to elapse between the date of such initial deposit in the Series 2002 A Bonds Sinking Fund
and the next quarterly principal payment date is less than 4 months, then such monthly payments
shall be increased proportionately to provide, one month prior to the next quarterly principal payment
date, the required amount of principal coming due on such date.

The Issuer shall complete the "Monthly Payment Form," the form of which is attached
to the Loan Agreement as Exhibit F, and submit a copy of said form along with a copy of its
remittance checks to the Authority by the 5th day of such calendar month.

|

(4) Next from the moneys in the Revenue Furnd, the Issuer shall on the first day
of’each month, (i) make the Reserve Account payments to the reserve accounts for the Prior Bonds
required by the Prior Resolutions, and (ii) commencing 4 months prior to the first date of payment of
principal of the Series 2002 A Bonds, if not fully funded upon issuance of the Series 2002 A Bonds,
remit to the Commission for deposit in the Series 2002 A Bonds Reserve Account, an amount equal
to 1/120 of the Series 2002 A Bonds Reserve Requirement; provided that, no further payments shall
be made into the Series 2002 A Bonds Reserve Account when there shall have been deposited
therein, and as long as there shall remain on deposit therein, an amount equal to the Series 2002 A
Bonds Reserve Requirement.

(5) The Issuer shall next, from the moneys remaining in the Revenue Fund, on the
first day of each month, simultaneously with the payments listed above, transfer to the Renewal and
Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month, exclusive of any
payments for account of any Reserve Account (such amount to be inclusive with Section 5.03A(5) of
the Prior Resolutions, not in addition to). 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 VIII 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 moneys from the Renewal and Replacement Fund.

Interest, principal or reserve payments, whether made for a deficiency or otherwise,
shall be made on a parity and pro rata, with respect to the Prior Bonds and the Series 2002 A Bonds
in accordance with the respective principal amounts then outstanding.

Moneys in the Series 2002 A Bonds Sinking Fund shall be used only for the purposes
of paying principal of and interest on the Series 2002 A Bonds as the same shall become due.
Moneys in the Series 2002 A Bonds Reserve Account ¢aall be used only for the purposes of paying
principal of or interest on the Series 2002 A Bonds as the same shall come due, when other moneys
in the Series 2002 A Bonds Sinking Fund are insufficient therefor, and for no other purpose.
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All investment earnings on moneys in the Series 2002 A Bonds Reserve Account
shall be transferred, not less than once each year, to the Series 2002 A Bonds (if fully funded) and
Construction Trust Fund prior to completion of the Project and thereafter, to the Series 2002 A
Bonds Sinking Fund.

Any withdrawals from the Series 2002 A Bonds Reserve Account which result in a
reduction in the balance to an amount below the Series 2002 A Bonds Reserve Requirement shall be
subsequently restored from the first Net Revenues available after all required payments to the
Sinking Funds for payment of debt service on the Bonds have been made in full.

As and when additional Bonds ranking on a parity with the Series 2002 A Bonds are
issued, provision shall be made for additional payments into the respective Sinking Funds sufficient
to pay any interest on such additional Bonds and accomplish retirement thereof at maturity and to
aceumulate a balance in the respective Reserve Accounts in an amount equal to the Reserve
Requirements.

The Commission is hereby designated as the fiscal agent for the administration of the
Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds Reserve Account created
hereunder, and all amounts required for said accounts shall be remitted to the Commission from the
Revenue Fund by the Issuer at the times provided herein. If required by the Authority, the Issuer
shall make the necessary arrangements whereby required payments into said accounts shall be
automatically debited from the Revenue Fund and electronically transferred to the Commission on
the dates required hereunder.

Moneys in the Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds
Reserve Account shall be invested and reinvested by the Commission in accordance with Article
VIII hereof.

The Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds Reserve
Account shall be used solely and only for, and is hereby pledged for, the purpose of servicing the
Series 2002 A Bonds under the conditions and restrictions hereinafter set forth.

B. The Issuer shall on the first day of each month (if the first day is not a business
day, then the first business day of each month) deposit with the Commission the required principal,
interest and reserve account payments with respect to the Series 2002 A Bonds and all such
payments shall be remitted to the Commission with appropriate instructions as to the custody, use
and application thereof consistent with the provisions of this Resolution. The Issuer shall also on the
first day of the each month (if the first day is not a business day, then the first business day of each
month) deposit with the Commission the SRF Administrative Fee as set forth in the Schedule Y
attached to the Loan Agreement.

C.    Whenever all of the required and ~ovided transfers and payments from the
Revenue Fund into the several special funds, as hereinabove provided, are current and there remains
in said Revenue Fund a balance in excess of the estimated amounts required to be so transferred and
paid into the Sinking Funds, the Reserve Accounts, and the Renewal and Replacement Fund during
the following month or such longer period as shall be required by the Act, such excess shall be



considered as surplus revenues (the "Surplus Revenue"). Surplus Revenues may be used for any
lawful purpose of the Issuer.

D.    The Issuer shall remit from the Revenue Fund to the Commission or the
Depository Bank, on such dates as the Commission or the Depository Bank, as the case may be, shall
require, such additional sums as shall be necessary to pay any charges and fees then due. In the case
of payments to the Commission under this paragraph, the Issuer shall, if required by the Authority,
make the necessary arrangements whereby such required payments shall automatically debited from
the Revenue Fund and electronically transferred to the Commission on the dates required.E.

The moneys 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.

F,    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.

G.    All remittances made by the Issuer to the Commission and the Depository
Bank shall clearly identify the fund or account into which each amount is to be deposited.

Ho The Gross Revenues of the System shall only be used for purposes of the
System.

ARTICLE VI

APPLICATION OF BOND PROCEEDS

Section 6.01. Application of Bond Proceeds. From the moneys derived from the sale
of the Series 2002 A Bonds, the following amounts shall be deducted and deposited in the order set
forth below:

A.    From the proceeds of the Series 2002 A Bonds, there shall first be deposited
with the Commission in the Series 2002 A Bonds Sinking Fund, the amount, if any, set forth in the
Supplemental Resolution as capitalized interest.

B.    Next, from the proceeds of the Series 2002 A Bonds, there shall be deposited
with the Commission in the Series 2002 A Bonds Reserve Account, the amount, if any, set forth in
the Supplemental Resolution for funding the Series 2002 A Bonds Reserve Account.

C.    As the Issuer receives advances of the remaining moneys derived from the sale
of the Series 2002 A Bonds, such moneys shall be deposited with the Depository Bank in the Series
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2002 A Bonds Construction Trust Fund and applied solely to payment of costs of the Project in the
manner set for in Section 6.02 and until so expended, are hereby pledged as additional security for
the Series 2002 A Bonds.

D.    After completion of construction of the Project, as certified by the Consulting
Engineers, and all costs have been paid, any remaining proceeds of the Series 2002 A Bonds shall be
applied as directed by DEP.

Section 6.02. Disbursements From the Bond Construction Trust Fund. On or before
the Closing Date, the Issuer shall have delivered to the Authority and DEP a report listing the
specific purposes for which the proceeds of the Series 2002 A Bonds will be expended and the
disbursement procedures for such proceeds, including an estimated monthly draw schedule.
Payments for Costs of the Projects shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Series 2002 A
Bonds Construction Trust Fund shall be made only after submission to, and approval from, the
Authority and the DEP of the following:

( 1 ) A "Payment Requisition Form," attached to the Loan Agreement as Exhibit C,
in compliance with the construction schedule; and

(2) A certificate, signed by the Chairman and the Consulting Engineers, stating:

(A) That none of the items for which the payment is proposed to be made
has formed the basis for any disbursements theretofore made;

(B) That each .item for which the payment is proposed to be made is or
was necessary in connection with the Project and constitutes a Cost of the Project;

(C) That each of such costs has been otherwise properly incurred; and

(D) That payment for each of the items proposed is then due and owing.

In case any contract provides for the retention of a portion of the contract price, the
Issuer shall disburse from the Bond Construction Trust Fund only the net amount remaining after
deduction of any such portion. All payments made from the Bond Construction Trust Fund shall be
presumed by the Depository Bank to be made for the purposes set forth in said certificate, and the
Depository Bank shall not be required to monitor the application of disbursements from the Bond
Construction Trust Fund. The Consulting Engineers shall from time to time file with the Depository
Bank written statements advising the Depository Bank of its then authorized representative.

Pending such application, moneys in tl~e Series 2002 A Bonds Construction Trust
Fund, including any accounts therein, shall be invested and reinvested in Qualified Investments at the
written direction of the Issuer.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the covenants, agreements and
provisions set forth in 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 owner or owners of
the Series 2002 A Bonds. In addition to the other covenants, agreements and provisions of this
Resolution, the Issuer hereby covenants and agrees with the owners of the Series 2002 A Bonds as
hereinafter provided in this Article VII. All such covenants, agreements and provisions shall be
irrevocable, except as provided herein, as long as any of said Bonds, or the interest thereon, is
Outstanding and unpaid.

Section 7.02. Bond not to be Indebtedness of the Issuer. The Series 2002 A Bonds
shall not be nor 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 funds pledged for
such payment by this Resolution. No Holder or Owners of any Series 2002 A Bond shall ever have
the fight to compel the exercise of the taxing power, if any, of the Issuer to pay said Bond or the
interest thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues. The payment of the debt
service of the Series 2002 A Bonds issued hereunder shall be secured by a first lien on the Net
Revenues derived from the operation of the System on a parity with the lien on such Net Revenues in
favor of the Prior Bonds. The Net Revenues derived from the System, in an amount sufficient to pay
the principal of and interest on the Bonds and to make all other payments provided for in the Prior
Resolutions and this Resolution are hereby irrevocably pledged, in the manner provided herein, to
the payment of the principal of and interest on the Bonds as the same become due, and for the other
purposes provided in this Resolution.

Section 7.04. Initial 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. Such rates and charges shall be sufficient to comply with the requirements of the
Loan Agreement. The initial schedule of rates and charges for the services and facilities of the
System shall be as set forth and approved and described in the PSC Order, and such rates are hereby
adopted.

So long as the Series 2002 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 Resolution and in
compliance with the Loan Agreement. In the event the schedule of rates and charges initially
established for the System in connection with the Series 2002 A Bonds shall prove to be insufficient
to produce the required sums set forth in this Resolution and the Loan Agreement, the Issuer herby
covenants and agrees that it will, to the extent or the manner authorized by law, immediately adjust
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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 Resolution and the Loan Agreement.

Section 7.05 Rates. Prior to issuance of the Series 2002 A Bonds, equitable rates or
charges for the use of and sewice rendered by the System will be established all in the manner and
form required by law, and copies of such rates and charges so established will be continuously on file
with the Secretary, which copies will be open to inspection by all interested parties. The schedule of
rates and charges shall at all times be adequate to produce Gross Revenues from said System
sufficient to pay Operating Expenses and to make the prescribed payments into the funds created
hereunder. Such schedule of rates and charges shall be changed and readjusted whenever necessary
so that the aggregate of the rates and charges will be sufficient for such purposes. The Issuer shall
take the necessary actions with respect to the imposition of rates at such times and with such
provisions with respect to interest rate and maturity of the Bond to finance the issuance of the Bond
as-the purchaser thereof shall require. 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 (i) to provide for all reasonable expenses of operation, repair and
maintenance of the System and (ii) to leave a balance each Fiscal Year equal to at least 115% of the
maximum amount required in any succeeding Fiscal Year for payment of principal of and interest on
the Series 2002 A Bonds and all other obligations secured by a lien on or payable from such revenues
on a parity with the Series 2002 A Bonds, including the Prior Bonds; provided that, in the event that
an amount at least equal to or in excess of the Series 2002 A Bonds Reserve Requirement is on
deposit in the Series 2002 A Bonds Reserve Account and the reserve accounts for obligations on a
parity with the Series 2002 A Bonds, including the Prior Bonds, are funded at least at the
requirement therefor, such balance each Fiscal Year need only equal at least 110% of the maximum
amount required in any succeeding Fiscal Year for payment of principal of and interest on the Series
2002 A Bonds.

The Issuer hereby adopts the rates and charges set forth in the PSC Order and
attached hereto as Exhibit C and incorporated herein by reference.

-           Section 7.06. Sale of the System. So long as the Prior Bonds are outstanding, the
Issuer shall not sell, mortgage, lease or otherwise dispose of the System, except as provided by the
Prior Resolutions of the System, except as provided by the Prior Resolutions. Additionally, so long
as the Series 2002 A Bonds are outstanding and except as otherwise required by law and with the
consent of the Authority and the DEP, the System may not be sold, mortgaged, leased or otherwise
disposed of except as a whole, or substantially as a whole, and only if the net proceeds to be realized
shall be sufficient to pay fully all the Bonds Outstanding in accordance with Section 10.01 hereof.
The proceeds from any such sale, mortgage, lease or other disposition of the System shall be
immediately remitted to the Commission for deposit in the appropriate Sinking Funds, and the Issuer
shall direct the Commission to apply such proceeds to the payment of principal of and interest on the
Bonds. Any balance remaining after the payment of~ll the 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.
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The foregoing provision notwithstanding, the Issuer shall have and hereby reserves
the fight 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 $10,000, the Issuer
shall, by resolution, determine that such property comprising a part of the System is no longer
necessary, useful or profitable in the operation thereof and may then provide for the sale of such
property. The proceeds of any such sale shall be deposited in the Renewal and Replacement Fund. If
the amount to be received from such sale, lease or other disposition of said property, together with all
other amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall first, in
writing, 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 $10,000 and not in excess of
$50,000, shall, upon receipt of approval of the Registered Owners, if needed, be remitted by the
Issuer to the Commission for deposit in the appropriate Sinking Funds and shall be applied only to
the purchase or redemption of Bonds of the last maturities then Outstanding at prices not greater than
the applicable redemption price, or, if not redeemable at par, then deposited in the Renewal and
Replacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal and
Replacement Fund shall not reduce the amounts required to be paid into said funds by other
provisions of this Resolution.

No sale, lease or other disposition of the properties of the System shall be made by
the Issuer if the proceeds to be derived therefrom, together with all other amounts received during the
same Fiscal Year for such sales, leases, or other dispositions of such properties, shall be in excess of
$50,000 and insufficient to pay or redeem prior to maturity all Bonds then Outstanding without the
prior approval and consent in writing of the Owners, or their duly authorized representatives, of the
Bonds then Outstanding. The Issuer shall prepare the form of such approval and consent for
execution by the then Registered Owners of the Bonds for the disposition of the proceeds of the sale,
lease or other disposition of such properties of the System.

Section 7.07. Issuance of Other Obligations Payable Out of Revenues and General
Covenant Against Encumbrances. So long as any of the 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 Bonds;
provided, however, that Parity Bonds may be issued as provided for in Section 7.08 hereof. All
obligations hereafter issued by the Issuer payable from the revenues of the System, except such
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 ~mch revenues and in all other respects, to the
Bonds; provided, that no such subordinate obligations shall be issued unless all payments required to
be made into all funds and accounts set forth herein have been made and are current at the time of the
issuance of such subordinate obligations.
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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 liens of the Bonds, and the interest thereon, upon any of the income and revenues of
the System pledged for payment of the Bonds and the interest thereon in this Resolution, or upon the
System or any part thereof.

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

Section 7.08. ParitvBonds. So long as the Prior Bonds are outstanding, the limitations
on issuance of parity obligations set forth in the Prior Resolutions shall be applicable. In addition, no
Parity Bonds payable out of the Net Revenues of the System may be issued after the issuance of the
Series 2002 A Bonds, except under the conditions and in the manner herein provided (unless less
restrictive than the provisions of the Prior Resolutions) and with the prior written consent of the
Authority and DEP. No Parity Bonds shall be issued except for the purpose of financing the costs of
the acquisition and construction of extensions, additions, betterments or improvements to the System
or refunding any outstanding Bonds or both such purposes.

No Parity Bonds shall be issued at any time, however, unless and until there has been
procured and filed with the Secretary a written statement by Independent Certified Public
Accountants, reciting the conclusion that the Net Revenues actually derived, subject to the
adjustments hereinafter provided, from the System during any twelve (12) consecutive months within
the eighteen (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 (3)
succeeding years after the completion of the improvements to be financed by such additional Parity
Bonds, shall not be less than one hundred fifteen percent (115%) of the maximum debt service in any
succeeding year on the following:

(1) The Bonds then Outstanding;

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

(3) The Parity Bonds then proposed to be issued.

The "estimated average increased annual Net Revenues to be received in each of the
three (3) succeeding years," as that term is used in the computation provided in the above paragraph,
shall refer only to the increased Net Revenues estimated to be derived from the improvements to be
financed by such Parity Bonds and any increase in rates adopted by the Issuer, the time for appeal of
which shall have 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 C~rtified Public Accountants,, which shall be
filed in the office of the Secretary prior to the issuance of such additional Parity Bonds.

The Net Revenues actually derived from the System during the twelve (12) consecutive
month period hereinabove referred to may be adjusted by adding to such Net Revenues such
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additional Net Revenues which would have been received, in the opinion of the Independent
Certified Public Accountants, on account of increased rates, rentals, fee~ and charges for the
System adopted by the Issuer, the time for appeal of which shall have expired prior to issuance
of such Parity Bonds.All the 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 owners of the Bonds and the owners of any Parity Bonds subsequently issued from
time to time within the limitations of and in compliance with this Section. All such Parity Bonds,
regardless of the time or times of their issuance shall rank equally with respect to their respective
liens on the revenues of the System, and their respective sources of and security for payment
from said revenues, without preference of any Bond over any other. The Issuer shall comply fully
with all the increased payments into the various funds created in this Resolution required for and
on account of such additional Bonds, in addition to the payments required for Bonds theretofore
issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject to the
prior and superior lien 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, equally, as to lien
on and source of and security for payment from such revenues, with the Bonds.

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

Consulting Engineer Section 7.09. Insurance and Construction Bonds. The Issuer will
carry such insurance and in such amounts as is customarily carried with respect to works and
properties similar to the System, with a reputable insurance cartier or carriers, against loss or damage
by fire, explosion, hurricane, earthquake, cyclone, occupancy or other hazards and risks. The Issuer
will require that each of its contractors and all subcontractors maintain, during the life of any
contract, workers’ compensation coverage, public liability insurance, property damage insurance and
vehicle liability insurance in amounts and on terms satisfactory to the Authority and the DEP, so long
as the Authority is the Owner of the Bond. The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder’s risk insurance (fire and extended coverage) on a one
hundred percent (100%) basis (completed value form) on the insurable portion of the Project, to
protect the interests of the Issuer, the Authority, the prime contractor and all subcontractors as their
interests may appear, in accordance with the Loan Agreement, during acquisition and construction of
the Project in the full insurable value thereof. In time of war, the Issuer shall also carry in said
amount such insurance as may be available against loss or damage by the risks and hazards of war.
The proceeds of all such insurance policies shall be dis, posed of as provided in the Resolution and
otherwise shall be placed in the Renewal and Replacement Fund and used only for the repair and
restoration of the damaged or destroyed properties or for the other purposes provided herein for said
Renewal and Replacement Fund. The Issuer will also carry liability insurance for damage or injury to
persons or property in amounts adequate for such purposes and customarily carried with respect to
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works and properties similar to the System. The Issuer shall carry such other insurance as is required
by the Authority and DEP and as set forth in the Loan Agreement, including but not limited to flood
insurance and business interruption insurance, to the extent available at reasonable cost to the Issuer.
The Issuer shall verify such insurance prior to commencement of construction.

The Issuer shall require all contractors engaged in the acquisition and 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.

Section 7.10. Engineering Services and Operating Personnel. The Issuer shall obtain a
certificate of the Consulting Engineers in the form attached to the Loan Agreement, stating, among
other things, that the Project has been or will be constructed in accordance with the approved plans,
specifications and designs as submitted to the DEP and the Authority, the Project is adequate for the
purposes for which it was designed, the funding plan as submitted to the DEP and the Authority is
sufficient to pay the costs of design, acquisition and construction of the Project, and all permits
required by federal and state laws for construction of the Project have been obtained.

The Issuer shall provide and maintain competent and adequate engineering services
satisfactory to the Authority and the DEP covering the supervision and inspection of the
development and construction of the Project and bearing the responsibility of assuring that
construction conforms to the plans, specifications and designs prepared by the Consulting Engineers.
Such engineer shall certify to the Authority, the DEP and the Issuer, at the completion of
construction, that construction of the Project is in accordance with the approved plans, specifications
and designs, or amendments thereto, approved by all necessary governmental bodies. The Issuer shall
require the Consulting Engineers to submit Recipient As-Built Plans, as defined in the SRF
Regulations, to it within 60 days of the completion of the Project. The Issuer shall notify the DEP in
writing of such receipt. The Issuer shall submit a Performance Certificate, the form of which is
attached as Exhibit A to the Loan Agreement and is incorporated herein by reference, to the DEP
within 60 days of the end of the first year after the Project is completed.

The Issuer shall require the Consulting Engineers to submit the final Operation and
Maintenance Manual, as defined in the SRF Regulations, to the DEP when the Project is 90%
completed. The Issuer agrees that it will, at all times, provide operation and maintenance of the
System to comply with any and all State and federal standards. The Issuer agrees that qualified
operating personnel, properly certified by the State, will be employed before the Project is 50%
complete and agrees that it will retain such a certified operator(s) to operate the System during the
entire term of the Loan Agreement. The Issuer shall notify the DEP in writing of the certified
operator employed at the 50% completion stage.

The Issuer agrees that qualified operati~,g personnel, properly certified by the State,
will be retained to operate the System during the entire term of the Loan Agreement.
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Section 7.11. Comoliance With Loan A~reements, Rules and Regulations. The
Issuer hereby covenants and agrees to perform and satisfy all terms and conditions of the Loan
Agreement and to comply with all applicable laws, rules and regulations issued by the Authority, the
DEP or otherState, federal or local bodies in regard to the planning and design of the Projects and
operation, maintenance and use of the System.

Section 7.12. No Free Services. The Issuer will not render or cause to be rendered any
free services of any nature by its System, nor shall 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 himself or herself 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. Such charges shall be paid as they accrue,
and the Issuer shall transfer from its general funds sufficient sums to pay such charges for service to
any of its departments or properties. The revenues so received shall be deemed to be revenues
derived from the operation of the System and shall be deposited and accounted for in the same
manner as other revenues derived from such operation of the System.

Section 7.13. Enforcement of Collections. The Issuer will diligently enforce and
collect all fees, rates, rentals or other charges for the services and facilities of the System and take all ¯
steps, actions and proceedings for the enforcement and collection of such fees, rates, rentals or other
charges that shall become delinquent to the full extent permitted or authorized by the Act, the rules
and regulations of the PSC and other laws of the State of West Virginia. All such rates and charges,
if r~ot paid when due, shall become a lien on the premises served by the System.

Whenever any rates, rentals or charges for the services or facilities of the System shall
remain.unpaid for a period of thirty (30) days after the same shall become due and payable, the
property and the owner thereof, as well as the user of the services and facilities, shall be delinquent
until such time as all such rates and charges are fully paid. The Issuer further covenants and agrees
that it will, to the full extent permitted by law, and any rules and regulations promulgated by the
Public Service Commission of West Virginia applicable thereto, discontinue and shut off the
services and facilities of the System and any services and facilities of the water system, if so owned
by Issuer, to all delinquent users of the services and facilities of the System,, and will not restore
either water or sewerage services of the System until all delinquent charges for the service and
facilities of the System, plus reasonable interest and penalty charges for the restoration of service,
have been fully paid and shall take all actions to enforce collections to the maximum extent
permitted by law or, if the waterworks facilities are not owned by Issuer, the Issuer will use diligent
efforts to enter into a termination agreement with the provider of such water, subject to any required
approval of such agreement by the PSC and all rules and regulations of the PSC.

Section 7.14. No Competing Franchise. To the extent allowable by law, the Issuer will
not grant or cause, consent to or allow the granting of, any franchise or permit to any person, firm,
corporation or body, or agency or instrumentahty whatsoever for the provld~ng of any servxces which
would compete with services provided by the System.
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Section 7.15. Books, Records and Audit. The Issuer shall keep complete and accurate
records of the cost of acquiring the Project site and the cost of acquisition and construction of the
Project. The Issuer shall permit the Authority and the DEP, or their agents and representatives, to
inspect all books, documents, papers and records relating to the Projects and the System at all
reasonable times for the purpose of audit and examination. The Issuer shall submit to the Authority
and the DEP such documents and information as they 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 other sources of financing for the Projects.

The Issuer shall permit the Authority and the DEP, or their agents and representatives,
to inspect all records pertaining to the operation and maintenance of the System at all reasonable
times following completion of acquisition and construction of the Projects and commencement of
operation thereof, or, if the Projects 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 owner of a Bond or Bonds issued
pursuant to the Resolution 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 practices in accordance with the rules and regulations of the PSC and the Act. Separate
control accounting records shall be maintained by the Issuer. Subsidiary records as may be required
shall be kept in the manner, on the forms, in the books, and along with other bookkeeping records as
prescribed by the Issuer. The Issuer shall prescribe and institute the manner by which subsidiary
records of the accounting system which may be installed remote from the direct supervision of the
Issuer shall be reported to such agent of the Issuer as the Authority shall direct.

The Issuer shall file with the Authority and DEP, and shall mail in each year to any
owner or owners 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 Resolution with respect to said Bonds and the status of
all said funds and accounts.

(C) The amount of any Bonds, or other obligations Outstanding and
secured by a lien on the Net Revenues of the System.

The Issuer shall also, at least once a year,~cause the books, records and accounts of the
System to be completely audited by Independent Certified Public Accountants in compliance with
the applicable OMB Circular, or any successor thereto and the Single Audit Act, or any successor
thereto, to the extent legally required, and shall mail upon request, and make available generally, the
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report of said Independent Certified Public Accountants, or a summary thereof, to any owner or
owners of Bonds issued pursuant to this Resolution, and shall submit said report to the Authority and
the DEP. The report of said audit shall include a statement that the Issuer is in compliance with the
terms and provisions of the Act and the Loan Agreement 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 and conditions and provisions of the Loan Agreement and 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 and has done all things, necessary to design the Project and 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, commencing on the date contracts are executed for the construction
of the Project and for two years following the completion of the Project, each month complete a
Monthly Financial Report, the form of which is attached to the Loan Agreement as Exhibit B and is
incorporated herein by reference, and forward a copy by the 10th of each month to the Authority and
the DEP.

The Issuer shall, during construction of the Project, complete the Payment Requisition
Form, the form of which is attached to the Loan Agreement as Exhibit C and is incorporated herein
by reference, and forward a copy to the DEP in compliance with the Issuer’s construction schedule.

The Issuer shall provide the DEP with all appropriate documentation to comply with
any special conditions established by federal and/or state regulations as set forth in Exhibit E of the
Loan Agreement or as promulgated from time to time.

The Issuer shall permit the Authority or the DEP, or their 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 Authority and the DEP, or their agents and representativesl with access to the System site
and System facilities as may be reasonably necessary to accomplish all of the powers and rights of
the Authority and the DEP with respect to the System pursuant to the Act.

Section 7.16. Operating B.udget. 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 Authority and the DEP within
thirty days of the adoption thereof. No expenditures for the operation and maintenance of the System
shallbe 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 t~ecessity 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
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further certificate of the Consulting Engineers that such increased expenditures are necessary for the
continued operation of the System. The Issuer shall mail copies of such annual budget and all
resolutions authorizing increased expenditures for operation and maintenance to the DEP, the
Authority and to any Holder of any Bonds, within 30 days of adoption thereof and shall make
available such budgets and all resolutions authorizing increased expenditures for operation and
maintenance of the System at all reasonable times to the DEP, the Authority and any Holder of any
Bonds or anyone acting for and in behalf of such Holder of any Bonds.

Section 7.17. Mandatory Connection. The mandatory use of the System is essential
and necessary to protect and preserve the public health, comfort, safety, convenience and welfare of
the inhabitants and residents of, and the economy of, the Issuer and 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 matter 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 30day 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 7.18. Statutory Mortgage Lien. For the further protection of the Bondholders,
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, and shall take effect
immediately upon delivery of the Series 2002 A Bonds and shall be for the benefit of all Owners of
the Series 2002 A Bonds. This lien is on a parity with the lien of the Prior Bonds.

Section 7.19. Compliance. The Issuer shall perform, satisfy and comply with all the
terms and conditions of the Loan Agreement and the Act. Notwithstanding anything herein to the
contrary, the Issuer shall provide the DEP with copies of all documents submitted to the Authority.
The Issuer also agrees to comply with all applicable laws, rules and regulations issued by the
Authority, the DEP or other State, federal or local bodies in regard to the acquisition and
construction of the Project and the operation, maintenance and use of the Syste_,m..

Section 7.20. Completion of Project; Permits and Orders. The ISfiher will comp!.ete the
Project as promptly as possible and operate and maintain the System as a revenue producin~g 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
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the Project, all orders and approvals form the PSC and the West Virginia Infrastructure and Jobs
Development Council necessary for acquisition and construction of the Project and the operation of
the System and all approvals for issuance of the Bonds required by State law with all requisiteappeal
period having .expired without successful appeal.

Section 7.21. Securities Laws Compliance. The Issuer will provide the Authority, in a
timely manner, with any and all information that may be requested of it (including its annual audit
report, financial statements, related information and notices of changes in usage and customer base)
so that the Authority may comply with the provisions of SEC Rule 15c2-12 (17CRI Part 240).

Section 7.22. Contracts; Public Releases. A. The Issuer shall, simultaneously with
the delivery of the Series 2002 A Bonds or immediately therea~er, enter into written contracts for the
immediate design, acquisition or construction of the Project.

B. The Issuer shall submit all proposed change orders to the DEP for written
approval. The Issuer shall obtain the written approval of the DEP before expending any proceeds of
the Series 2002 A Bonds held in "contingency" as set forth in the schedule attached to the certificate
of the Consulting Engineer. The Issuer shall also obtain the written approval of the DEP before
expending any proceeds of the Series 2002 A Bonds made available due to bid or construction or
project underruns.

C. The Issuer shall list the funding as being provided by the DEP and the Authority
in any press release, publication, program, bulletin, sign or other public communication that
reference the Project, including but not limited to any program document distributed in conj unction
with any ground breaking or dedication of the Project.

ARTICLE VIII

INVESTMENT OF FUNDS

Section 8.01. Investments. Any moneys 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
Commission, the Depository Bank or such other bank or national banking association holding such
fund or account, as the case may be, at the direction of the Issuer in any Qualified Investments to the
fullest extent possible under applicable laws, this Resolution, the need for such moneys for the
purposes set forth herein and the specific restrictions and provisions set forth in this Section.

Except as specifically provided herein, 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 Commission, the
Depository Bank or such other bank or national banking association, as the case may be, shall sell
and reduce to cash a sufficient amount of such investments whenever the cash balance in any fund or
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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 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.

Section 8.02. Certificate as to Use of Proceeds. The Issuer shall deliver a certificate
as to use of proceeds or other similar certificate to be prepared by nationally recognized bond counsel
relating to restrictions on the use of proceeds of the Series 2002 A Bonds as a condition to issuance
of the Series 2002 A Bonds. In addition, the Issuer covenants (i) to comply with the Code and all
Regulations from time to time in effect and applicable to the Series 2002 A Bonds as may be
necessary in order to maintain the status of the Series 2002 A Bonds as governmental bonds: (ii) that
it shall not take, or permit or suffer to be taken, any action with respect to the Issuer’s use of the
proceeds of the Series.2002 A Bonds which would cause any bonds, the interest on which is exempt
from federal income taxation under Section 103(a) of the Code, issued by the Authority or the DEP,
as the case may be, from which the proceeds of the Series 2002 A Bonds are derived, to lose their
status as tax-exempt bonds; and (iii) to take any such action, or refrain from taking such action, as
shall be deemed necessary by the Issuer, or requested by the Authority or the DEP, to ensure
compliance with the covenants and agreement set forth in this Section, regardless of whether such
actions may be contrary to any of the provisions of this Resolution.

The Issuer shall annually furnish to the Authority information with respect to the Issuer’s use
of the proceeds of the Series 2002 A Bonds and any additional information requested by the
Authority.

ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of the following events shall constitute an
"F.vent of Default" with respect to the Series 2002 A Bonds:

(1)    If default occurs in the due and punctual payment of the principal of or
interest on any Series 2002 A Bonds or the Prior Bonds; or

(2)    If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Series 2002 A Bonds set forth in this
Resolution, any Supplemental Resolution or in the Series 2002 A Bonds, 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 Commission, the Depository Bank, the Bond Registrar, any
Paying Agent or a Holder of a Bond; or      ~’

(3) If a default occurs under this Resolution;

(4) If a default occurs under the Prior Resolutions; or
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(5) 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.

Section 9.02. Remedies. Upon the happening and continuance of any Event of
Default, any Registered Owner of a Bond may exercise any available remedy and bring any
appropriate action, suit or proceeding to enforce his 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 such Registered Owners including the right to require the Issuer to perform its duties under
the Act and this Resolution relating thereto, 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 Bonds, (iv) by
action at law or bill in equity require the Issuer to account as if it were the trustee of an express trust
for the Registered Owners of the Bonds, and (v) by action at law or bill in equity enjoin any acts in
violation of the Resolution with respect to the Bonds, or the fights of such Registered Owners,
provided however, that all fights and remedies of the Registered Owners of the Series 2002 A Bonds
shall be on a pafi.’ty with those of the Registered Owners of the Prior Bonds.

Section 9.03. Appointment of Receiver. Any Registered Owner of Bonds may, by
proper legal action, compel the performance of the duties of the Issuer under this Resolution and the
Act, including 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 default
in the payment of interest on any Bonds when the same shall become due, or in the payment of the
principal of any Bond or Bonds, either at the specified date of maturity thereof or at a date set for
redemption thereof, or otherwise in the performance of any covenant contained in the Resolution
other than as to such payment and such default shall continue for a period of thirty (30) days after
written notice to the Issuer of such default, any Bondholder shall, in addition to all other remedies or
fights, have the right by appropriate legal proceedings to obtain the appointment of a receiver to
administer the System on behalf of the Issuer, with power to charge rates, rentals, fees and other
charges sufficient to provide for the payment of the Bonds and any interest thereon, the deposits into
the funds and accounts hereby established as herein provided and the payment of Operating
Expenses of the System and to apply such rates, rentals, fees, charges or other revenues in conformity
v~ith the provisions of the Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents and attorneys,
enter into and upon and take possession of all facilities of 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 do.

Whenever all that is due upon the Bonds and interest thereon and under any covenants
of this Resolution for Reserve, Sinking or other funds and upon any other obligations and interest
thereon having a charge, lien or encumbrance upon th~ 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 any Bonds shall have
the same right to secure the further appointment of a receiver upon any such subsequent default.
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Such receiver, in the performance of the powers hereinabove conferred upon him,
shall be under the direction and supervision of the court making such appointment, shall at all times
be subject to the orders and decrees of such court and may be removed thereby, and a successor
receiver may be appointed in the discretion of such court. Nothing herein contained shall limit or
restrict the jurisdiction of such court to enter such other and further orders and decrees as such court
may deem necessary or appropriate for the exercise by the receiver of any function not specifically
set forth herein.

Any receiver appointed as provided herein shall hold and operate the System in the
name of the Issuer and for the joint protection and benefit of the Issuer and Registered Owners of the
Bonds. Such receiver shall have no power to sell, assign, mortgage or otherwise dispose of any assets
of any kind or character belonging or pertaining to the System, but the authority of such receiver
shall be limited to the possession, operation and maintenance of the System for the sole purpose of
the protection of both the 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 said System shall remain in the Issuer, and no court shall have any
jurisdiction to enter any order or decree permitting or requiring such receiver to sell, assign,
mortgage or otherwise dispose of any assets of the System.

Section 9.04. Remedies on Parity With Prior Bonds. The exercise of any remedies set
forth in Sections 9.02 and 9.03 above shall recognize and protect the parity fights of the owners of
the Prior Bonds.

ARTICLE X

PAYMENT OF BONDS

Section 10.01. Payment of Bonds. If the Issuer shall pay or cause to be paid, or there
shall otherwise be paid, to the Owners of all Series 2002 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 Series
2002 A Bonds shall thereupon cease, terminate and become void and be discharged and satisfied.

ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Resolution. Prior to issuance of the
Series 2002 A Bonds, this Resolution may be amended or supplemented in any way by the
Supplemental Resolution. Following issuance of the Series 2002 A Bonds, no material modification
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or amendment of this Resolution, or ofanyresolution amendatory or supplemental hereto, that would
materially and adversely affect the fights of Registered Owners of the Series 2002 A Bonds shall be
made without the consent in writing of the Registered Owners of the Series 2002 A Bonds so
affected and then Outstanding; provided, that no change shall be made in the maturity of any Bond or
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 revenues of the
System without the consent of the Registered Owner thereof. No amendment or modification shall
be made that would reduce the percentage of the principal amount of Bonds required for consent to
the above-permitted amendments or modifications. Notwithstanding the foregoing, this Resolution
may be amended without the consent of any Bondholder 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 excludibility of interest on the Bonds from the gross income of the Owners thereof.

Section 11.02. Resolution Constitutes Contract. The provisions of the Resolution
shall constitute a contract between the Issuer and the Registered Owners of the Series 2002 A Bonds
and no change, variation or alteration of any kind of the provisions of the Resolution shall be made
in any manner, except as in this Resolution provided.

Section 11.03. S everability 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, the Supplemental Resolution and the Series 2002 A Bonds.

Section 11.04. 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 11.05. Conflicting Provisions. All orders or resolutions and parts thereof in
conflict with the provisions of this Resolution except for the Prior Resolutions, are, to the extent of
such conflict, hereby repealed and to the extent that a conflict arises between this Resolution and the
Prior Resolutions, the more restrictive provision shall prevail.

Section 11.06. 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 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 of West Virginia applicable thereto; and that the
Chairman, Secretary and members of the Governing Body were at all times when any actions in
connection with this Resolution occurred and are duly in office and duly qualified for such office.

adoption.
Section 11.07. Effective Date. This Resolution shall take effect immediately upon
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Adopted this 10th day of January, 2002.

SHADY SPRING PUBLIC SERVICE DISTRICT

Member, Public ~’ervfce Board

Member, P~blic.Service Board
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the Public Service Board of Shady
Spring Public Service District on the 10th day of January, 2002.

[SEAL]

Dated:

////~ g2

,2002.

|
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EXHIBIT A

DESCRIPTION OF PROJECT

The Bonds are being issued for the purpose of financing the construction of a
wastewater collection system as follows: To acquire, construct, install, operate, and maintain a
wastewater collection system to be comprised of approximately 600 linear feet of four(4) inch
diameter gravity sewer line, 1,400 linear feet of six(6) inch diameter gravity sewer line, 12,900 linear
feet of eight(8) inch diameter gravity sewer line, 3,500 linear feet of ten(10) inch diameter gravity
sewer line, 93 manholes, necessary cleanouts, one(l) lift station, an emergency generator, 4,300
linear feet of six(6) inch diameter force main, four(4) air/vacuum relief valves, removal of the Oaks
Subdivision wastewater treatment plant, removal of the Little Beaver State Park wastewater
treatment plant, and all requisite appurtenances.
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EXHIBIT B

LOAN AGREEMENT
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SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE PRINCIPAL

AMOUNT, DATE, MATURITY DATE, INTEREST RATE, PRINCIPAL

PAYIMENT SCHEDULE, SALE PRICE, AND OTHER TERMS OF THE

SHADY SPRING PUBLIC SERVICE DISTRICT SEWER REVENUE BONDS,

SERIES 2002A (WEST VIRGINIA SRF PROGRAM); DESIGNATING A
REGISTRAR, PAYING AGENT AND DEPOSITORY BANK; APPROVING

LOAN AGREEMENT WITH RESPECT TO THE BONDS; AND MAKING
OTHER PROVISIONS AS TO THE BONDS.

WHEREAS, the Public Service Board of the Shady Spring Public.
Service District (the "District") has duly and officially adopted a Bond
Resolution on January i0, 2002(the "Resolution"), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION         OF         CERTAIN         EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS TO

THE EXISTING PUBLIC SEWER FACILITIES OF

~SHADY    SPRING    PUBLIC    SERVICE    DISTRICT AND

THE    FINANCING    OF    THE    COST    NOT    OTHERWISE
PROVIDED, THEREOF THROUGH THE ISSUANCE OF

NOT     MORE      THAN      $2,500,000      IN     AGGREGATE
PRINCIPAL    AMOUNT    OF    SHADY    SPRING    PUBLIC

SERVICE      DISTRICT      SEWER      REVENUE      BONDS,
SERIES 2002 A (WEST VIRGINIA SRF PROGRAM),
PROVIDING    FOR    THE    RIGHTS    AND REMEDIES    OF

AND SECURITY FOR THE REGISTERED OWNERS OF
SAID       BONDS;        AUTHORIZING       EXECUTION      AND
DELIVERY OF SAID BONDS;    RATIFYING THE LOAN

AGREEMENT RELATING TO SAID          BONDS;

AUTHORIZING THE SALE AND PROVIDING FOR THE

TERMS    AND    PROVISIONS OF SAID    BONDS;     AND

ADOPTING OTHER PROVISIONSRELATING THERETO.

WHEREAS, the Resolution provides for the issuance of the Shady
Spring Public Service District Sewer Revenue Bonds, Series 2002A (West
Virginia SRF Program) (the "Bonds")in aggregate principal amount not to
exceed $2,500,000 in accordance with Chapter 16, Article 13A, and Chapter
22C, Article 2, of the Code of West Virginia, 1931, as amended
(collectively, the "Act"), and ~e terms of the Loan Agreement (the "Loan

Agreement") entered into among ~e District, the West Virginia Department
of Environmental Protection (the "DEP’~ and the West Virginia Water
Development Authority (the "Authority"), but requires that the exact
principal amount, date, interest rate, maturity date, payment schedule,
sale price and other terms of the Bonds should be established by a
supplemental resolution;



WHEREAS, the Bonds are proposed to be purchased by the
Authority pursuant to the Loan Agreement; and

WHEREAS, the Public Service Board (the "Board") of the

District deems it essential and desirable that this resolution (the

"Supplemental Resolution") be adopted and that the exact principal

amount, date, maturity date, interest rate, payment schedule, sale price

and other terms of the Bonds be fixed hereby in the manner stated herein;

that the Loan Agreement be approved; and that other matters relating to
the Bonds be herein provided for.

WHEREAS, capitalized terms not otherwise defined herein shall
have the same meanings given such terms in the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF

THE SHADY SPRING PUBLIC SERVICE DISTRICT:

Section i. Pursuant to the Resolution and the Act, this
Supplemental Resolution is adopted and there are hereby authorized and

ordered to be issued the Bonds of the District with the following

provisions:

(A) The Bonds shall be originally issued in the form of

a single bond, numbered AR-I, in the principal amount of $2,419,905. The

Bonds shall be dated the date of delivery thereof and shall bear no
interest. The principal of the Bonds shall be payable quarterly on

September i, December i, March 1 and June 1 of each year, commencing

September I, 2003, and maturing June I, 2033, in the amounts set forth in
¯ the Schedule Y attached to the Loan Agreement and incorporated in and

made a part of the Bonds. The Bonds shall be subject to redemption upon

the written consent of the Authority and DEP, upon payment of the
interest and redemption premium, if any, and subject to the other

requirements provided in the Loan Agreement, as long as the Authority

shall be the registered owner of the Bonds. The SRF Administrative Fee
equal to .05% of the principal of the Bonds set forth in the Schedule Y

attached to the Loan Agreement shall be paid quarterly on September i,
D~cember I, March 1 and June 1 d each year commencing September I, 2003.

(B) The Bonds shall be sold to the Authority in

accordance with the terms of the Loan Agreement at a price equal to 100%
of the principal amount thereof.

Section 2. All other provisions relating to the Bonds shall
be as provided in the Resolutio~ and the Bonds shall be in substantially

the form provided in the Resolution with such changes, insertions and

omissions as may be approved by the Chairman of the District. The
execution of the Bonds by the Chairman shall be conclusive evidence of

such approval.

Section 3. The District does hereby ratify, approve and
accept the Loan Agreement, including all schedules and exhibits attached

thereto, a copy of which is incorporated herein by reference, and the
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execution and delivery by the Chairman of the Loan Agreement and the

performance of the obligations contained therein, on behalf of the

District have been and are here~ authorized, approved and directed. The

District hereby affirms all covenants and representations made in the

Loan Agreement and in the application to the DEP and the Authority.

Section 4. The District hereby appoints and designate~~

.State Bank & Trust., Beckley, West Virginia, as the Depository Bank, as
provided in the Resolution.

Section 5. The District hereby appoints and designates Bank

One, West Virginia, National Association, Charleston, West Virginia, as
Registrar for the Bonds.

Section 6. The District hereby appoints and designates the

West Virginia Municipal Bond Commission (the "Commission"), Charleston,

West Virginia as Paying Agent for the Bonds.

Section 7. The Chairman and Secretary/Treasurer are hereby

authorized and directed to execute and deliver such other documents and

certificates, including the Registrar’s Agreement, required or desirable
in connection with the Bonds hereby and by the Resolution approved and

provided for, to the end that t~ Bonds may be delivered to the Authority

pursuant to the Loan Agreement.

Section 8. The financing of the Project in part with proceeds

of the Bonds is in the public interest, serves a public purpose of the
District and will promote the h~ith, welfare and safety of the residents

of the District.

Section 9. The District hereby directs the Depository Bank to

initially invest all monies in the funds and accounts established under
the Bond Resolution in Qualified Investments until further directed by

the District.

Section i0. The District shall not permit at any time or

tames any of the proceeds of the Bonds or any other funds of the District
to be used directly or indirectly in a manner which would result in the

exclusion of the Bonds from the treatment afforded by Section 103(a) of

the Internal Revenue Code of 1986, as amended, and any regulations
promulgated thereunder or under any predecessor thereto (the "Code"), by

reason of the classification of the Bonds as "private activity bonds"
within the meaning of the Code. The District will take all actions

necessary to comply with the Code and Treasury Regulations to be

promulgated thereunder.

3



Section ii. Series 2002 A Bonds proceeds in the amount of
$80,664 shall be deposited in the Series 2002 A Bonds Reserve Account at

closing. The remaining proceeds of the Bonds, as advanced from time to

time, shall be deposited in the Series 2002 A Bonds Construction Trust
Fund, as received by the District for payment of costs of the Project,

including costs of issuance of the Bonds.

|

Section 12.    The District hereby approves and accepts all
contracts relating to the acquisition and construction of the Project.

Section 13.    This Supplemental Resolution shall be effective

immediately upon adoption.

Adopted this i0~h day of January 2002.

SHADY SPRING PUBLIC SERVICE DISTRICT

Member

4



CERTIFICATION

Certified as a true copy of a Supplemental Resolution
adopted by the Public Service Board of Shady Spring Public Service
District on the I0~h day of January, 2002.

///0 , 2002Dated:
/-

(Seal)

Secretary, Public Service B~r~
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SHADY SPRINGS PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF FACILITIES OF SHADY SPRINGS
PUBLIC SERVICE DISTRICT AND THE FINANCING OF
THE COST THEROF, NOT OTHERWISE PROVIDED,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $2,875,000 IN. AGGREGATE PRINCIPAL
AMOUNT OF SEWER REVENUE BONDS, SERIES 2005 A
(WEST VIRGINIA INFRASTRUCTURE FUND) AND NOT
MORE THAN $3,078,043 IN AGGREGATE PRINCIPAL
AMOUNT OF SEWER REVENUE BONDS, SERIES 2005 B
(STATE REVOLVING FUND); 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 LOAN AGREEMENTS RELATING
TO SUCH BONDS; AUTHORZING THE SALE AND
PROVIDING FOR THE TERMS AND PROVISIONS OF
SUCH BONDS AND ADOPTING OTHER PROVISIONS
RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
SPRINGS PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1.01. Authority for this Resolution. This Resolution (together with any
order or supplemental hereto or amendatory hereof, the "Bond Legislation") is adopted
pursuant to the provisions of the Chapter 16, Article 13A, Chapter 22C, Article 2 and
Chapter 31, Article 15A of the Code of West Virginia, 1931, as amended (collectively, the
"Act"), and other a licable rovisions of law-- PP P "

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

A. Shady Springs Public Service District (the "Issuer") is a public service
district, public corporation and political sub,division of the State of West Virginia in Raleigh
County of said State.

B. The Issuer presently owns and operates a public sewer system.
However, it is deemed necessary and desirable for the health and welfare of the inhabitants
{C.!020784 1 }



of the Issuer that there be acquired and constructed certain improvements and extensions to
the existing public sewer facilities of the Issuer, consisting of the Cool Ridge-Flat Top
Wastewater Collection and Disposal Project (Phase I), together with all appurtenant facilities
(the "Project"). The existing public sewer facilities of the Issuer, the Project and any further
improvements or extensions thereto are herein called the "System".

C. The Issuer has received bids for the Project. It is deemed necessary for
the Issuer to issue its Bonds, in an aggregate principal amount of not more than $1,000,000
being its Sewer Revenue Bonds, Series 2005 A (West Virginia Infrastructure Fund) the

:~~:::"Series 2005 A Bonds") and the. Sewer Revenue Bonds, Series 2005 B (State Revolving
:~ Fund) (the "Series 2005 B Bonds", and collectively with the Series 2005 A Bonds, the

~:,’Series 2005 Bonds") to permanently finance a portion of the costs of the Project and the
:.~ ¢,osts of issuance of the Bonds and related costs. The remaining costs will be paid by the Flat

~.: ~-Top Lake Grant in the amount of $204,000 and an Army Corp of Engineers Grant of
i ~! $2’700’000" " ’

i~iil/(il i : D.’ It is in the best interests of the Issuer that the Series 2005 A Bonds be
to the Authority pursuant to the terms and provisions of a loan agreement by and

the Issuer and the Authority, On behalf of the West Virginia Infi’astructure and Jobs
Council (the "Council"), and provisions of a bond purchase agreement by and

the Issuer, the Authority and the West Virginia Department of Environmental
(the "DEP"), (the "Bond Purchase Agreement"), both loan agreements in form
t to the respective parties (collectively, the Loan Agreements"), approved hereby

previously approved by resolution of the Issuer.

:’-~ E.    There are outstanding Obligations of the Issuer which will rank on parity
the Series 2005 A Bonds and Seres 2005 B Bonds as to liens, pledge and source of and

for payment, which obligations are designated and have the lien positions and
to the Series 2005 A Bonds and Series 2005 B Bonds as follows:

Designation

Sewer
~.Revenue Bonds, Series 1982B,
August 12, 1982, issued in the original

amount of $795,515
"Series 1982B Bonds");

Sewer "
Bonds, Series 1994A

8, 1994, issued in the original
amount of $170,532

"Series 1994A Bonds");

Lien Position

First Lien (Parity)

First Lien (Parity)

2



Sewe~

Revenue Bonds, Series 1996A, dated
April 25, 1996, issued in the original
principal mount of $151,800
(the "1996A Bonds").

Sew~

Revenue Bonds, Series 1997C dated
June 24, 1997, issued in the original
principal amount of $2,197,304
(the "Series 1997C Bonds");

Sewer
Revenue Refunding Bonds, Series 1997D
dated June 24, 199.7, issued in the original
principal arnount of $3,056,955
(the "Series 1997D Bonds");

Sewer
Revenue Bonds, Series 1998A
dated November 25, 1998, issued in the original
principal amount of $1,202,100
(the "Series 1998A Bonds");

Sewer

(the "Series 1998B Bonds");

Bonds, Series 1998B
17, 1998, issued in the original

amount of $839,000

Revenue Bonds, Series 1999A,
dated March 18, 1999, issued in the original
~pdneipal amount of $752,000
~(the "Series 1999A Bonds");

i-Revenue Bonds, Series 1999B,
.March 18, 1999, issued in the,original

amount of $165,000
"Series 1999B Bonds");

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)

First Lien (Parity)



Sewer
Revenue Bonds, Series 2002A,
dated March 8, 2002, issued in the original
principal amount of $2,419,905
(the "Series 2002A Bonds")

First Lien (Parity)

The Series 1982B Bonds, the Series 1994A Bonds., the Series 1996A Bonds.
the Series 1997C Bonds, the Series 1997D Bonds, the Series 1998A Bonds, the Series 1998B
Bonds, the Series 1999A Bonds, the Series 1999B Bonds and the Series 2002A Bonds are

¯ hereinafter collectively referred to as the "Prior Bonds." The Issuer’s Series 2003 A Bonds
will be paid in full simultaneously with the issuance of the Series 2005 Bonds.

F.    The estimated revenues to be derived in each year following completion
of the Project from the operation of the System will be sufficient to pay all Operating
Expenses of the System and the principal of and interest on the Prior Bonds and the Series
2005 Bonds and to make payments into all funds and accounts and other payments provided
for herein.

G. The Issuer has complied with all requirements of West Virginia law and
the Loan Agreement relating to authorization of the design of the Project and issuance of the

.... ¯ Seres 2005 Bonds, or Will have so complied prior to issuance of any thereof, including,
........ ~~ among other things and without limitation, the approval of the Project and the fmancing
;~ :~ thereof by the Council and the obtaining of approval of this financing and necessary user
~ i:, : rates and charges described herein from the Public Service Commission of West Virginia (the

i~ :i:~.: "PSC") bv final order, the time for rehearing and appeal of which will either have expired
!~ ~"~ ~pdor to the issuance of the Series 2005 Bonds or such final order will not be subject to appeal
~ i :i-:’ or rehearing.

H. The Project has been reviewed and determined to be technically and
feasible by the Council as required under Chapter 31, Article 15A of the Code of

Virginia, 1931, as amended.       ’

Section 1.03. Bond Legislation Constitutes Contract. In consideration of the
acceptance of the Series 2005 Bonds by those who shall be the Registered Owners of the

from time to time, this Bond Legislation shall be deemed to be and shall constitute a
between the Issuer and such Registered Owners, and the covenants and agreements

set forth to be performed by the Issuer shall be for the equal benefit, protection and
, of the Registered Owners of any and all such Series 2005 Bonds, all which shall be
rank and without preference, priority or distinction between any one Bond and any

of a series and any other Bonds of the same series, by reason of priority of issuance or
except as expressly provided thtrein and herein.

Section 1.04. Def’mitions. The following terms shall have the following
herein unless the context expressly requires otherwise:
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"Act" means, collectively, Chapter 16, Article 13A and Chapter 31, Article
15A of the Code of West Virginia of 193 I, as amended and in effect, on the date of adoption
hereof.

:~: .... "Authority" means the West Virginia Water Development Authority, which is
~ted to be the original purchaser and Registered Owner of the Series 2005 Bonds, or any
o~er agency, board or department of the State of West Virginia that succeeds to the
functions of the Authority.

"Authorized Officer" means the Chairperson of the Governing Body of the
Issuer or any temporary Chairperson duly elected by the Governing Body.

"Bondholders," "Holder of the Bonds," "Holder," "Registered Owner,"
"Owner" or any similar term, whenever used herein with respect to an outstanding Bond or
Bonds, means the person in whose name such Bond is registered.

,              "Bond Legislation," "Resolution," "Bond Resolution" or "Local Act" means
this Bond Resolution and all orders and resolutions supplemental hereto or amendatory
hereof.

~ "Bond Registrar" means the Issuer, the bank or other entity to be designated
-~ ..... as such in this Bond Resolution, or the Supplemental Resolution and its successors and

"Bonds" means, collectively, the Series 2005 Bonds and any bonds on a parity
-~erewith subsequently authorized to be issued hereunder or by another resolution of the

"Bond Year" means the 12-month period beginning on the anniversary of the
Date in each year and ending on the day prior to the anniversary date of the Closing

following year, except that the first Bond Year shall begin on the Closing Date.

"Chairperson" means the Chairperson of the Governing Body of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Series
Bonds for all or a portion of the proceeds of the Series 2005 Bonds.

"Code" means the Internal Revenue Code of 1986, as amended, and the

"COE Grant" means the grant in the amount of $2,700,000 from the United
of Engineers.

"Commission" means the West Virginia Municipal Bond Commission or any
of the State of West Virginia that succeeds to the functions of the Commission.



i "Consulting Engineers" means L. A. Gates Company, Beckley, West Virginia,
or any qualified engineer or fLrrn of engineers, licensed by the State, that shall at any time
hereafter be procured by the Issuer as Consulting Engineers for the System or portion thereof

~ :(.~:. in accordance with Chapter 5G, Article 1 of the Code of West Virginia, 1931, as amended;
~ !-!i~provided however, that the Consulting E.ngineers shall not be a regular full-time employee
~iiiof the State or any of its agencies, corntmssions or political subdivisions.

~ :~ "Costs" or "Costs of the Project" means those costs described in Section 1.02D
~hereof to be a part of the cost of acquisition and construction of the Project.

~i.i: .. "Council" means the West Virginia. Infrastructure.. and Jobs Development
i/~i:i.:..Councll or any other agency of the State of West Vtrgnua that succeeds to the functions of

~~i~~!~!::i . " "DEP" means the West Virginia Division of Environmental Protectionor any:-~:~ other agency, board or department of the State that succeeds to the functions of the DEP.

"Depository Bank" means the bank or banks designated as such in the
Supplemental Resolution and any successors and assigns, which shall be a member of FDIC.

"FDIC" means the Federal Deposit Insurance Corporation and any successor
the functions of the FDIC.

.~ .~. "Fiscal Year" means each 12-month period beginning on July 1 and ending on
succeeding June 30.

"Flat Top Lake Grant" means the grant in the amount of $204,000 to be made
the Flat Top Lake Association.

"Governing Body" or "Board" means the public service board of the Issuer, as
now or hereafter be constituted. ’

"Government Obligations" means direct obligations of, or obligations the
of the principal of and interest on which is guaranteed by, the United States

"Gross Revenues" means the aggregate gross operating and non-operating
of the System, as hereinafter defrmed, determined in accordance with generally
accounting principles, after deduction of prompt payment discounts, if any, and

for uncollectible accounts; provided, that "Gross Revenues" does not
from the sale or other disposition of, or from any increase in the value of,

(including Qualified Investments, as, hereinafter def’med, purchased pursuant
8.01 hereof), or any Tap Fees, as hereinafter defined.

"Herein," "hereto" and similar words shall refer to this entire Bond
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"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 the Syste~a 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)
ofthe Code),

:: (B) any blig ti,. o a on,

. (C) any annuity contract,

(D) any investmenl~-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 ts not acquired to implement a court ordered or approved housing

plan.

Except as provided in the following sentence, the term "Investment Property"
include any tax-exempt bond. With respect to an issue other than an issue a part of

specified private activity bond (as defined in section 57(a)(5)(C) of the Code), the
!’Investment Property" includes a sperified private activity bond (as defined).

"Issuer" means the Shady Springs Public Service District, a public service
public corporation and political subdivision of the State of West Virginia in Raleigh
West Virginia, and, unless the context clearly indicates otherwise, includes the

of the Issuer.

.    "Loan Agreement" means the Loan Agreements heretofore entered, or to be
into by and between the Issuer and the Authority, on behalf of the Council, providing

of the Series 2005 A Bonds from the Issuer by the Authority, and the Issuer,
beand DEP providing for the pt/rchase of the Series 2005 B Bonds, the forms of

approved, and the execution and delivery by the Issuer authorized and directed
by the Supplemental Resolution.

"Net Proceeds" means the face amount of the Series 2005 Bonds, plus accrued
if any, less original issue discount, if any, and less proceeds, if any,

the Reserve Accounts. For purposes of the Private Business Use limitations set
the term Net Proceeds shall include any amounts resulting from the investment
of the Series 2005 Bonds, without regard ~o whether or not such investment is

obligatiom.        ,



"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 def’med in
Section 148(b) of the Code, that is not a purpose investment.

"Operating Expenses" means the reasonable, proper and necessary costs of
operation of the System and includes, without limiting the generality

administrative, engineering, legal, auditing and insurance expenses, other
capitalized as part of the costs, fees and expenses of the Authority, fiscal agents,

the Registrar and the Paying Agent (all as herein defined), other than
capitalized as part of the costs, payments to pension or retirement funds, taxes and such

costs and expenses as should normally and regularly be included
accounting principles; provided, that "Operating Expenses" does.

payments on account of the principal of or redemption premium, if any, or
on the Bonds, charges for depreciation, losses l~om the sale or other disposition of,
any decrease in the value of, capital assets, amortization of debt discount or such

deductions as are applicable to prior accounting periods.

"Outstanding," when used with reference to Bonds and as of any particular
all Bonds theretofore and th6reupon being authenticated and delivered except

,Bond canceled by the Bond Registrar at or pdo~r to said date; (ii) any Bond for the
¯ . of which moneys, equal to its principal amount and redemption premium, if

with interest to the date of maturity or redemption shall be in trust hereunder and
such payment (whether upon or prior to maturity); Off) any Bond deemed to have
provided in Article X hereof; and (iv) for purposes of consents, notices or other

specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within ¯
prescribed by Section 7.07 h, ereof.

"Paying Agenf’ means the Commission or other entity designated as such for
2005 Bonds in the Supplemental Resolution.

"Prior Bonds" shall have the meaning described in Section 1.03G hereof.

"Private Business Use" means use (directly or indirectly) in a trade or business
by any person other than a governmental unit; provided that, use as a member of
public shall not be taken into account.

"Project" means the Project as described in Section 1.02 hereof.

"PSC" means the Public Service Commission of West Virginia and any
to the functions thereof.
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¯ "PSC Order" means, collectively, the final order or orders
: ~proving the financing for the Project and the rates of the System.

.( .~i~.. "Qualified Investments" means and includes any of the following:

i ~i:i~!i ~’~I:~ ’ (a) Government Obligations;

of the PSC

(b) Government Obligations which have been stripped of their
interest coupons, interest coupons stripped from Government Obligations, and

or certificates evidencing payments from Government Obligations or interest
stripped from Government Obligations;

(c) Bonds, debentures, notes or other evidences of indebtedness
by any of the following agencies: Banks for Cooperatives; Federal Intermediate credit
Federal Home Loan Bank System.; Export-Import Bank of the United States; Federal

; Governmental National Mortgage Association; Tennessee Valley Authority; or
Metropolitan Area Transit Authority;

(d) Any bond, debenture, note, participation certificate or other
issued by the Federal National Mortgage Association to the extent such

guaranteed by the Government National Mortgage Association or issued by any
agency and backed by the full faith and credit of the United States of America;

(e) Time accounts, (including accounts evidenced by time
time deposits or other similar banking arrangements) which, to the

by the FDIC, shall be secured by a pledge of Government Obligations,
such Government Obligations pledged either must mature as nearly as

the maturity of said time account or must be replaced or increased
value thereof is always at least equal to the principal amount of said time

(f) Money market funds or similar funds, the only assets are
type described in paragraphs (a) through (e) above; and

:: (g) Repurchase agreements, fully secured by investments of the
in paragraphs (a) through (e) above, with banks or national banking

members of FDIC or with government bond dealers recognized as
by the Federal Reserve Bank of New York, provided, that said investments

agreements either must mature as nearly as practicable coincident
of said repurchase agreements or must be replaced or increased so that the

is always at least equal to the principal amount of said repurchase
further_ that the holder of such repurchase agreement shall have a

Iseeurity interest in the collateral therefor; must have (or its agent must have)
.; and such collateral must be free of all claims by third parties;



(h) The West Virginia "consolidated fund" managed by the West
Virginia                  pursuant to Chapter 12, Article of the Code of West
Virginia, 193 1, as amended; and

(i) Obligations of states or political subdivisiom or agencies
thereof, the interest on which is excluded from gross income for federal income tax purposes,

:. :and which are rated at least "A" by Moody’s Investor Services, .Inc. or Standard & Poor’s
:i~! iC°rp°rati°n" ’

::iii:::!" ~ "Registrar" means the Bond Registrar.

"Regulations" means temporary and permanent regulations promulgated under
Code or any predecessor to the Code.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
! ~;ii: ::~stablished or continued by Section 5.01 hereof.

"Revenue Fund" means the Revenue Fund created by Section 5.01 hereof.

"Secretary" means the Secretary of the Governing Body of the Issuer.

"Series 2005 Bonds Construction Trust Fund" means the Series 2005 A Bonds
Fund created by Section 5.01 hereof.

"Series 2005 A Bonds" means the Sewer Revenue Bonds, Series 2005 A (West.
Infrastructure Fund), of the Issuer, authorized by this Resolution.

"Series 2005 A Bonds Reserve Account" means the Series 2005 A Bonds
Account created by Section 5.02 hereof.

"Series 2005 A Bonds Reserve Requirement" means, as of any date of
the maximum amount of principal and interest, if any, which will become due

Series 2005 A Bonds in the then current or any succeeding year.

"Series 2005 A Bonds Sinking Fund" means the Series 2005 A Bonds Sinking
created by Section 5.02 hereof.

"Series 2005 B Bonds" means the Sewer Revenue Bonds, Series 2005 B (West
Fund), of the Issuer, authorized by this Resolution.

"Series 2005 B Bonds Reserve Account" means the Series 2005 B Bonds
created by Section 5.02 hereof. :"

"Series 2005 B Bonds Reserve Requirement" means, as of any date of
the maximum amount of principal and interest, if any, which will become due

Series 2005 B Bonds in the then current or any succeeding year.

10



"Series 2005 B Bonds Sinking Fund" means the Series 2005 B Bonds Sinking
Fund created by Section 5.02 hereof.
,

"SRF Administrative Fee" means any administrative fee required to be paid
under the Bond Purchase Agreement.

i
ii.~.il : "SRF Program" means the State’s Water Pollution Control Revolving Fund
~.!:!~::Program, under which the Authority purchases the water pollution control revenue bonds of
’ii~iiiiocal government entities satisfying ce _rt~_". legal and othe.r requirements with the procee~
.i:of a capitalization grant award from the United States Envtronmental Proteclaon Agency and

i i!funds of the State.

~ :~          "SRF Regulations" means the regulations set forth in Title 47, Series 31 of the
~i!~:!i.West Virginia Code of State Regulations.

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution or o~der of the Issuer
or amending this Resolution and, when preceded by the article "the," refers

to the supplemental resolution or resolutions authorizing the sale of the Seres
Bonds; provided, that any matter intended by this Resolution to be included in the

Resolution with respect the Seres 2005 Bonds, and not so.included, may be
in another Supplemental Resolution.                 :

"Surplus Revenues" means the Net Revenues not required by the Bond
to be set aside and held for the payment of or security for the Bonds or any other
of the Issuer, including, without limitation, the Sinking Funds, the Reserve

and the Renewal and Replacement Fund.

"System" means the complete public service properties of the Issuer for the
treatment, purification or disposal of liquid or solid wastes, sewage or industrial

as presently existing in its entirety or any integral part thereof, and shall include the
t and any additions, improvements and extensions thereto hereafter constructed or

for the System from any sources whatsoever.

"Tap Fees" means the fees,’ if any, paid by prospective customers of the
order to connect thereto.

"West Virginia Infrastructure Fund" means the West Virginia Infrastructure
in accordance with Chapter 31, Article 15A, Section 9 of the Code of West

1931, as amended and in effect on the dat~ of adoption hereof.

Additional terms and phrases are defined in this Resolution as they are ~ed.
singular number shall include the plural number in each ease and vice
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versa; words importing persons shall include firms and corporations; and words importing
the masculine, feminine or neutral gender shall include any other gender.



ARTICLE II

AUTHORIZATION OF THE PROJECT, APPROVAL
OF THE LOAN AGREEMENTS AND PAYMENT OF DESIGN LOAN

Section 2.01. Authorization of the Project. There is hereby authorized and
the Project, at an estimated cost of $8,857,043. The Costs of the Project will be paid

follows: $2,875,000 will be paid from proceeds of the Series 2005 A Bonds, $3,078,043
be paid from proceeds of the Series 2005 B Bonds, $204,000 will be paid from the Flat
Lake Grant, and $2,700,000 will be paid by the Army Corp of Engineers. The Issuer is

authorized and directed to enter into the Contracts.

Section 2.02. Approval of Loan Agreements. The Issuer hereby approves the
Agreements and the sale of the Series 2005 A Bonds and the Series 2005 B Bonds

to the Loan Agreements. The Issuer is hereby authorized and directed to execute
deliver the Loan Agreements to the Authority. The Issuer shall perform, satisfy and

with all the terms and conditions of the Loan Agreements.

,~ : Section 2.03. Payrnent of Design Loan. Simultaneously with the issuance of
Series 2005 Bonds, the Issuer shall pay to the Bond Ctmmission an amount sufficient to
in full the Series 2003 Bonds.

13



ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION
AND SALE OF BONDS; AUTHORIZATION AND EXECUTION

OF LOAN AGREEMENT

Section 3.01. Authorization of Bonds. For the purposes of paying Costs of the
eet not otherwise provided for, paying in full the Series 2003 A Bonds, funding the

account for the Series 2005 B Bonds and paying certain costs of issuance of the
oienes 2005 Bonds and related costs, or any or all of such purposes as determined by the

Resolution, there shall be and hereby are authorized to be issued negotiable
2005 A Bonds and Series 2005 B Bonds of the Issuer. The Series 2005 A Bonds shall

issued as a single bond, designated as "Sewer Revenue Bonds, Series 2005 A (West
Infrastructure Fund)," in the principal mount of not more than $2,875,000, and

have such terms as set forth hereinafter and in the Supplemental Resolution. The Series
B Bonds shall be issued as a single bond, desimaated "Sewer Revenue Bonds Series

~!12005 B (State Revolving Fund)," in the principal amo"~ unt of not more than $3,078,0~3, and
!!~!~hall have such terms as set forth hereinafter and in the Supplemental Resolution.

The aggregate principal amount of the Series 2005 Bonds need not be paid to
Issuer upon delivery of the Series 200’5 Bonds but may be advanced to the Issuer as

the Issuer from time to time; and the Series 2005 Bonds shall evidence only the
recorded on the Record of Advances attached hereto and incorporated therein.

Section 3.02. Terms of Bonds. A. The Series 2005 Bonds shall be issued in
¯ principal amount; shall bear interest aLsuch rate or rates, not exceeding the then legal
~ . rate, payable quarterly on such dates; shall mature on such dates and in such

and shall be redeemable, in whole or in part, all as the Issuer shall prescribe .in a
Resolution or as specifically provided in the Loan Agreement. The Series

Bonds shall be payable as to principal at the office of the Paying Agent, in any coin or
on the dates of payment of principal is legal tender for the payment of public

debts under the laws of the United States of America. Interest on the Series 2005
: shall be paid by cheek or draft of the Paying Agent mailed to the Registered Owner

the address as it appears on the books of the Bond Registrar, or by such other
shall be mutually agreeable so long as the Authority is the Registered Owner

Unless otherwise provided by the Supplemental Resolution, the Series 2005
be issued in the form of a single bond, fully registered to the Authority, with a

~advances~ and a debt service schedule attached, representing the aggregate principal
the Series 2005 Bonds. The S,eries 2005 Bonds shall be exchangeable at the

of the Registered Owner for another fully registered Bond or Bonds of
in the aggregate principal amount equal to the amount of said Bonds then

and being exchanged, with principal ins~llments or maturities, as applicable,
to the dates of payment of principal installments of said Bonds; provided, that

t shall not be obligated to pay any expenses of such exchange.



: .         Subsequent series of Bonds, if any, shall be issued in fully registered form and
in, denominations as determined by a Supplemental Resolution. Such Bonds shall be dated
and shall have such terms as set forth in a Supplemental Resolution.

Section 3.03. Execution of Bonds. The Seres 2005 Bonds shall be executed
the name of the Issuer by the Chairperson, and the seal of the Issuer shall be affixed

or imprinted thereon and attested by the Secretary. In case any one or more of the
who shall have signed or sealed any of the Series 2005 Bonds shall cease to be such

he Issuer before the Series 2005 Bonds so signed and sealed have been actually
.and delivered, such Series 2005 Bonds may nevertheless be sold and delivered as herein

and may be issued as if the person who signed or sealed such Bonds has not ceased
such office. Any Series 2005 Bonds may be signed and sealed on behalf of the Issuer

as at the actual time of the execution of such Bonds shall hold the proper
in the Issuer, although at the date of such Bonds such person may not have held such
or may not have been so authorized.

Section 3.04. Bond Registrar; Authentication and Registration. The Bond
the Series 2005 Bonds shall be the bank or other entity to be designated as such

Resolution and its successors and assigns. No such Bonds shall be valid
for any purpose or entitled to any security or benefit under this Bond

and until the Certificate of Authentication and Registration on such Bond,
he forms set forth in Section 3.10, shall have been manually executed by the
Any such executed Certificate of Authentication and Registration upon any

conclusive evidence that such Bond has been authenticated, registered
this Bond Legislation. The Certificate of Authentication and Registration

Bonds shall be deemed to have been executed by the Bond Registrar if manually
officer of the Bond Registrar, but it shall not be necessary that the

the Certificate of Authentication and Registration on all of such Bonds

3.05. Negotiability, Transfer and Registration. Subject to the
of registration set forth below, the Series 2005 Bonds shall be and

qualities and incidents of negotiable instruments under the Uniform
~ of the State of West Virginia, and each successive Holder in accepting the
shall be conclusively deemed to have agreed that such Bonds shall be and

and incidents Of negotiable instruments under the Uniform
of the State of West Virginia, and each successive Holder shall further be

to have agreed that such Bonds shall be incontestable in the hands of
value.

as the Series 2005 Bonds remain Outstanding, the Issuer, through the
keep and maintain books for the registration and transfer of the Bonds.

Series 2005 Bonds shall be transferable only upon the books of
by the Registered Owner thereof in person or by his attorney duly
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. authorized in writing, upon surrender thereto together with a written instrument of transfer
¯ satisfactory to the Bond Registrar duly executed by the Registered Owner or his duly

attorney.

In all cases in which the privilege of exchanging the Seres 2005 Bonds or
registered Seres 2005 Bonds is exercised, all such Bonds shall be delivered

accordance with the provisions of this Bond Legislation. All such Bonds surrendered in
such exchanges or transfers shall forthwith be canceled by the Bond Registrar. For every

transfer of such Bonds, the Bond Registrar may make a charge sufficient
reimburse it for any tax, fee or other governmental charge required to be paid with respect
such exchange or transferand the cost of preparing each new Bond upon each exchange

~ior transfer, and any other expenses of the Bond Registrar incurred in connection therewith,
~Which sum or sums shall be paid by the Issuer. The Bond Registrar shall not be obliged t9
[~i~make any such exchange or transfer of the Bonds during the period commencing on the 5

of the month preceding .an interest payment date on the Bonds or, in the case of any
of such Bonds, next preceding the date of the selection of the Bonds

be redeemed, and ending on such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In ease any Series
Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its

issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate and
a new Bond of the same series and of like tenor as the Bonds so mutilated, destroyed,

or lost, in exchange and substitution for such mutilated Bond, upon surrender and
of such mutilated Bofid, or in lieu of and substitution for the Bond destroyed,

lost, and upon the Holder’s furnishing satisfactory indemnity and complying with
regulations and conditions as the Issuer may prescribe and paying such

as the Issuer and the Bond Registrar may incur. All Bonds so surrendered shall be
by the Bond Registrar and held for the account of the Issuer. If any such Bond shall

~ matured or be about to mature, instead of issuing a substitute Bond, the Issuer may pay
indemnified as aforesaid, and if such Bond be lost, stolen or destroyed,

surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the Issuer. The Seres 2005
shall not, in any event, be or constitute an indebtedness of the Issuer within the

of any constitutional or statutory provision or limitation, but shall be payable solely
tthe Net Revenues derived from the operation of the System as herein provided on parity
the lien of the Prior Bonds. No Holder or Holders of such Bonds shall ever have the

the exercise of the taxing power of the Issuer, if any, to pay such Bonds or
if any, thereon.

Section 3.08. Bonds Secured by Pledge of Net Revenues. The payment of the
of the Series 2005 Bonds shall be secured forthwith equally and ratably with the
by a first lien on the Net Revenues derived from the System. Such Net Revenues
sufficient to pay the principal of and interest, if any, on and other payments for

Bonds and the Series 2005 Bonds and to make all other payments provided for in
are hereby irrevocably pledged to such payments as they become due.
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Section. 3.0_9. Delivery of Bonds. The Issuer shall execute and deliver the
: ~i!iSeries 2005 Bonds to the Bond Registrar, and the Bond Registrar shall authenticate, register

deliver the Series 2005 Bonds to the original purchasers upon receipt of a request and
to the Bond Registrar on behalf of the Issuer, signedby an Authorized Officer,

authenticate and deliver such Bonds to the original purchasers.

Section 3.10. Form of Bonds. The text of each series of the Series 2005 Bonds
be in substantially the following form, with such omissions, insertions and variations

may be necessary and desirable and authorized or permitted hereby, or by any
Resolution .adopted prior to the issuance thereof.
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(FORM OF SERIES 2005 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES 2005 A

(WEST VIRGINIA INFRASTRUCTURE FUND)

$

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRINGS
,ERVICE DISTRICT, a public service district, public corporation and political
o.f the State of West Virginia in Raleigh County of said State (the "Issuer"), for

promises to pay, solely from the special funds provided therefor, as
set forth, to the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY

or registered assigns the sum of
($ .          ) or such lesser amount as shall have been advanced to the

and not previously repaid, as set forth in the "Record of Advances" attached
A h~reto and incorporated herein by reference, in quarterly installments on
~ 1, September 1 and December 1 of each year commencing 2,
forth on the " Debt Service Schedule" attached as EXHBIT B hereto and

by reference, bearing interest at the rate set forth in Exhibit B.

installments of this Bond and interest are payable in any coin or
" ’On the respective dates of payment of such installments, is legal tender for

and private debts under the laws of the United States of America, at
West Virginia Municipal Bond Commission, Charleston, West Virginia (the

This Bond may be redeemed prior to its stated date of maturity in whole or in
~ with the express written consent of the Authority and the West Virginia
and Jobs Development Council (the "Council"), and upon the terms and

by, and otherwise in compliance with, the Loan Agreement by and
i Issuer and the Authority, on behalf of the Council, dated          , ~

Bond is issued (i) to pay a portion of the costs of acquisition .and
public sewer facilities of the Issuer (the "Project"); and (ii) to pay certain

of this Bond and related costs. The Project and any further improvements
are herein called the "System." This Bond is issued under the authority

with the Comtitution and statutes of the State of West Virginia,
Chapter 16, Article 13A and Chapter 31, Article 15A of the Code of

1931, as amended (collectively, the "A.ct"), a Bond Resolution duly adopted
, ~, and a Supplemental Resolution duly adopted

an               , ~_, (collectively, the "Bond Legislation"), and is
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~:!~i’subject to all the terms and conditions thereof. This Bond is being issued simultaneously
.with the Issuer’s Sewer Revenue Bonds, Series 2005 B (State Revolving Fund) (the "Series
:i. 2005 B Bonds"). The Bond Legislation provides for the issuance of additional bonds under
.if:certain conditions, and such bonds would be entitled to be paid and secured equally and

from and by the funds and revenues and other security provided for this Bond under
Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER

. WITH THE ISSUER’S SERIES 2005 B BONDS AND THE "PRIOR BONDS"
IN THE BOND LEGISLATION.

This Bond is payable only from and secured by a pledge of the Net Revenues
defined in the Bond Legislation) to be derived from the System, on a parity with the

of Net Revenues in favor of the holders of the Series 2005 A Bonds, and from moneys
the reserve account created under the Bond Legislation for this Bond (the "Series 2005 A

and unexpended proceeds of this Bonds. Such Net Revenues shall
to pay the principal of and interest, if any, on all bonds which may be issued

tO the Act and which shall be set aside as a special fund hereby pledged for such
" This Bond does not constitute an indebtedness of the Issuer within the meaning of
r constitutional or statutory provisions or limitations, nor shall the Issuer be obligated to
, the same, except from said special fund provided from the Net Revenues, the moneys in
Series 2005 A Bonds Reserve Account and unexpended Bond Proceeds of this Bond.

tO the Bond Legislation, the Issuer has covenanted and agreed to establish and
just and equitable rates and charges for the use of the System and the services
thereby, which shall be sufficient, together with other revenues of the System, to

for the reasonable expenses of operation, repair and maintenance of the System, and
a balance each year equal to at least 115% of the maximum amount of principal of

interest, if any, on this Bond payable in any year and all other obligations secured by a
from such revenues on a parity with this Bond, including the Series 2005

and the Prior Bonds; provided however, that so long as there exists in the Series
i A Bonds Reserve Account, an amount at least equal to the maximum amount of

and interest, if any, which will become due on this Bond in the then current or any
year, and in the respective reserve accounts established for any other obligations
on a parity with this Bond, including the Series 2005 B Bonds and the Prior

an amount at least equal to the requirement therefor, such percentage may be reduced
The Issuer has entered into certain further covenants with the Registered Owner
in the Bond Legislation) of this Bond for the terms of which reference is made

Bond Legislation. Remedies provided the Registered Owner of this Bond are
as provided in the Bond Legislation, to which reference is here made for a

description thereof.

Subject to the registration requirements set forth herein, this Bond is
as provided in the Bond Legislation, only. upon the books of the Registrar (as

the Bond Legislation) by the Registered Owner, or by its attorney duly authorized
upon the surrender of this Bond, together with a written instrument of transfer
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i~atisfactory to the Registrar duly executed by the Registered Owner or its attorney duly
:~’~: authorized in writing.

Subject to the registration requirements set forth herein, this Bond, under the
"~ion of the Act, is and has all the qualities and incidents of, a negotiable instrument

the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, aider reimbursement and
of all amounts advanced for preliminary expenses as provided by law and the

shall be applied solely to payment of the costs of the Project and the costs
~issuance hereof as described in the Bond Legislation, and there shall be and hereby is

and granted a lien upon such moneys, until so applied, in favor of the Registered
of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
and ~things required to exist, happen and be performed precedent to and at the

of this Bond do exist, have happened, and have been performed in due time, form
manner as required by law, and that the amount of this Bond, together with all other

of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
State of West Virginia and that a sufficient amount of the Net Revenues of the System

pledged to and will be set aside in,to said special fund by the Issuer for the prompt
of the principal of and interest on this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which
is issued shall be deemed to be a part of the contract evidenced by this Bond to the

as if written fully herein.
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IN WITNESS WHEREOF, SHADY SPRINGS PUBLIC SERVICE
TRICT has caused this Bond to be signed by its Chairperson and its corporate seal to be

affixed and attested by its Secretary, and has caused this Bond to be dated

Chairperson
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2005 A Bonds described in the
~ithin-mentioned Bond Legislation and has been duly registered in the name of the

¯. :Registered Owner set forth above, as of the date set forth below.

as Registrar

By
Its Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

DATE AMOUNT DATE

(1) $
(2) $
(3) $
(4) $
(5) $

(7)$
(8)$
(9) $
(10)$
(11)$
(12)$

!~

TOTAL
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EXHIBIT B

DEBT SERVICE SCHEDULE
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ASSIGNMENT

~ :ii~ii,!~!:~il. FOR VALUE RECEIVED, the undersigned sells, assigns, and transfers unto

~ereof

the within Bond and does hereby irrevocably constitute and appoint
Attorney to transfer said Bond on the books kept for registration

’with full power of substitution in the premises.

Dated:

the presence of:
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(FORM OF SERIES 2005 B BOND)

No. BR-

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES 2005 B

(STATE REVOLVING FUND)

$

l~i~ KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRINGS
p~UBLIC SERVICE DISTRICT, a public service district, public corporation and political
~bdivision of the State of West Virginia in Raleigh Co.untyof said State (the "Issuer"), for
~alue received, hereby promises to pay, solely from the special funds provided therefor, as
~einafter set foi’th, to the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY
(the "Authority") or registered assigns the sum of i
~LLARS ($ ) or such lesser amount as shall have been advanced to the
:~er hereunder and not previously repaid, as set forth in the "Record of Advances" attached
:i~_ EXHIBIT A hereto and incorporated herein by reference, in quarterly installments on
~ch 1, June 1, September,,1 and December 1 of ea,c,h year commencing. ~. 1,
~:~ as set forth on the Debt Service Schedule attached as EXHBIT B hereto and

|:i i~corporated herein by reference. The SRF Administrative Fee (as defined in the hereinafter
[ :.~cfibed Bond Legislation) shall also be payable quarterly on March 1, June 1, September
[/i~|:ii~iand December 1 of each year, commencing 1, ____., as set forth on

B attached hereto.

This Bond shall bear no interest. Principal installments of this Bond are
in any coin or currency which, on the respective dates of payment of such

is legal tender for the payment of public and private debts under the laws of the
States of America, at the office of the West Virginia Municipal Bond Commission,

West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in
but only with the express written consent of the Authority and the West Virginia

of Environmental Protection (the "DEP"), and upon the terms and conditions
by, and otherwise in compliance with, the Bond Purchase Agreement by and

~ ’~ong the Issuer, the Authority and the DEP, dated

This Bond is issued (i) to pay a portion of the costs of acquisition and
~truction of new pubhc sewer facilities of the Issuer (the ’Project’ ); and (n) to pay certain

of issuance hereof and related costs. The existing public sewerage facilities of the
the improvements and extensions designed by the Project and any further

or extensions thereto are herein called the "System." This Bond is issued
the authority of and in full compliance with the Constitution and statutes of the State
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iof West Virginia, including particularly Chapter 16, Article 13A and Chapter 22C, Article
2 of the Code of West Virginia, 1931, as amended (collectively, the "Act"), a Bond

I Resolution duly adopted by the Issuer on , ~., and a Supplemental
Resolution duly adopted by the Issuer on , ~, (collectively, the
’~ond Legislation"), and is subject to all the terms and conditions thereof. This Bond is
Ning issued simultaneously with the Issuer’s Sewer Revenue Bonds, Series 2005 A (West
Virginia Infrastructure Fund) (the "Series 2005 A Bonds"). The Bond Legislation provides
for the issuance of additional bonds under certain conditions, and such bonds would be
~tifled to be paid and secured equally and ratably from and by the funds and revenues and
Other security provided for this Bond under the Bond Legislation.

~:~"~ THIS BOND IS ISSUED ON PARITY AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER RESPECTS,
~TH THE ISSUER’S SERIES 2005 A BONDS AND THE "PRIOR BONDS"
DESCRIBED IN THE BOND LEGISLATION.
i..~i~.~i::~
.~~: ~ ’ Tiffs Bond is payable only from and secured by a pledge of the Net Revenues
~ defined in the Bond Legislation) to be derived from the System, on a parity with the
pledge of Net Revenues in favor of the holders of the Prior Bonds, and from moneys in the
~serve account c~,e, ated under the Bond Legislation for the Bonds (the "Series 2005 B Bonds

Reserve Account’ ) and unexpended proceeds of this Bonds. Such Net Revenues shall be
~..::~ffie ent to pay the pnnc~pal of and interest, ~f any, on all bonds which may be issued
|: !~pursuant to the Act and which shall be set aside as a.special fund hereby pledged for such
|iiii~m’pose. This Bond does not constitute an indebtedness of the Issuer within the meaning of
[i!i;~y constitutional or statutory provisions of limitations, nor shall the Issuer be obligated to
~;~:~y the same, except from said special fund provided from the Net Revenues, the moneys in
|i~iii~::Series 2005 B Bonds Reserve Account and unexpended Bond Proceeds of this Bond.
| iiii~t to the Bond Legislation, the Issuer has covenanted and agreed to establish and
[:ii~tain just and equitable rates and charges for the use of the System and the services
~i ~dered thereby, which shall be sufficient, together with other revenues of the System, to
:~i~.vi’de for the reasonable expenses of operation, repair and maintenance of the System, and
|i~!~. leave a balance each year equal to at least 115% of the maximum amount payable inany

for principal of and interest, if any, on the Bonds and all other obligations secured by
or payable from such revenues on a parity with the Bonds, including the Series 2005
and the Prior Bonds; provided h6wever, that so long as there exists in the Series

B Bonds Reserve Account, an amount at least equal to the maximum amount of
and interest, if any, which will become due on this Bond in the then current or any

year, and in the respective reserve accounts established for any other obligations
on a parity with the Bonds, including the Series 2005 A Bonds and the Prior

an amount at least equal to the requirement therefor, such percentage may be reduced
:~_~1 !0 ~A. The Issuer has entered into certain further covenants with the registered owners
~::i~0fthe Bonds for the terms of which reference is made to the Bond Legislation. Remedies

the registered owners of the Bonds are exclusively as provided in the Bond
to which reference is here made for a detailed description thereof.
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Subject to the registration requirements set forth herein, this Bond is
ii~ferable, in the Bond Legislation, only upon the books of the Registrar (asas provided
~fined in the Bond Legislation) by the registered owner, or by its attorney duly authorized
~~ting, upon the surrender of this Bond, together with a written instrument of transfer

fltisfactory to the Registrar duly executed by the registered owner or its attorney duly

~).~     Subject to the registration requirements set forth herein, this Bond, under the
¯ ’ of the Act is, and has all the qualifies and incidents of, a negotiable instrument

the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, aRer reimbursement and
of all amounts advanced for preliminary expenses as provided by law and the

L~gislation, shall be applied solely to payment oftbe costs of the Project and the costs
hereof as described in the Bond Legislation, and there shall be and hereby is

andgranted a lien upon such moneys, until so applied, in favor of the registered
Bond.

In accordance with the requkements of the United States Department of
for the issuance of parity obligations, this Bond will be in default should any

be used for a purpose that will contribute to excessive erosion of highly erodible
,the conversion of wetlands to produce an agricultural commodity.

:~::"~,    IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
and things required to exist, happen and be performed precedent to and at the

of this Bond do exist, have happened, and have been performed in due time, form
required by law, and that the amount of this Bond, together with all other

of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of West Virginia and that a sufficient amount of the Net Revenues of the System

and will be set aside imo said special fund by the Issuer for the prompt
of the principal of and interest on this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which
Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the
extent as if written fully herein.
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,: IN WITNESS WHEREOF, SHADY SPRINGS PUBLIC SERVICE
¯ DISTRICT has caused this Bond to be signed by its Chairperson and its corporate seal to be

l~ereunto affixed and attested by its Secretary, and has caused this Bond to be dated

-:~;’~’:: : Chair ~erson
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2005 B Bonds described in the
Bond Legislation and has been duly registered in the name of the

Owner set forth above, as of the date set forth below,

Date:

,

as Registrar

By
Its Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

DATE AMOUNT DATE

(7) S
(8) $
(9) $

(10)$
(11)$
(12)$

TOTAL
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint
Attomey to transfer said Bond on the books kept for registration

full power of substitution in the premises.

Dated: ,

of."
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Section 3. I I. Sale of Bonds; Approval and Ratification of Execution of Loan
The Series 2005 Bonds shall be sold to the Authority pursuant to the terms and

of the respective Loan Agreement. If not so authorized by previous resolution, the
specifically authorized and directed to execute the Loan Agreement and the

is directed to affix the seal of the Issuer thereto, attest the same and deliver the
Agreement to the Authority, and any such prior execution and dehvery is hereby

approved, ratified and confirmed. The Loan Agreements, including all schedules
attached thereto, are hereby approved and incorporated into this Bond

Section 3.12. Filing of Amended Schedule. Upon completion of the design of
Project, the Issuer will file with the Authority, DEP and the Council, a schedule, the

of which will be provided by the Council and DEP, setting forth the actual costs of the
i~t and sources of funds therefor.
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ARTICLE IV

[RESERVED]
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ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES

Section 5.01. Establishment of Funds and Accounts with Depository_ Bank.
following special funds or accounts are hereby created with and shall be held by the

|~,~aository Bank separate and apart from all other funds or accounts of the Depository Bankthe Issuer and from each other:

(1)

(2)

(3)

(4)

Revenue Fund;

Renewal and Replacement Fund;

Series 2005 A Bonds Comtmction Trust Fund; and

Series 2005 B Bonds Construction Trust Fund.

Section 5.02. Establishment of Funds and Accounts with Commissionl The
special funds or accounts are hereby created with and shall be held by the

and apart fi:om all other funds and accounts of the Commission and the
and from each other:

(1) Series 2005 A Bonds Sinking Fund;

(2) Series 2005 A Bonds Reserve Account;

(3) Series 2005 B Bonds Sinking Fund; and

(4) Series 2005 B Bonds Reserve Account.

~e CorrlmtSslon,

Section 5.03. System Revenues; Flow of Funds. A. The entire Gross Revenues
from the operation of the System shall be deposited upon receipt in the Revenue

The Revenue Fund shall constitute a trust fund for the purposes provided in this Bond
~~slation and shall, be kept separate and distinct from all other funds of the Issuer and the
~~sitory Bank and used only for the purposes and in the manner therein and herein
i!~vided. All revenues at any time on deposit in the Revenue Fund shall be disposed of only

following order of priority:

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

(2) The Issuer shall next, on the first day of each month, transfer from the
~ue Fund and simultaneously with the required payments for the Prior Bonds (i) remit

commencing 3 months prior to the first date of payment of principal of
2005 Bonds, for deposit in the Series 2005 Bonds Sinking Fund, an amount equal
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¯ .~o 1/3 of the amount of interest which vnll mature and become due on the Seres 2005
i’iBonds on the next ensuing quarterly principal payment date; provided that, in the event the
:i!!~dod to elapse between the date of such initial deposit in the Series 2005 Bonds Sinking
ili~und and thenext quarterly principal payment date is less than 3 months, then such monthly

shall be increased proportionately to provide, 1 month prior to the next quarterly
payment date, the required amount of principal coming due on such date; and (ii)

to the Commission, commencing 3 months prior to the first date of payment of
~al of the Seres 2005 Bonds, for deposit in the Seres 2005 Bonds Sinking Fund, an

equal to 1/3"t of the amount of principal which will mature and become due on the
2005 Bonds on the next ensuing quarterly principal payment date; provided that, in

event the period to elapse between the date of such initial deposit in the. Seres 2005
Sinking Fund and the next quarterly principal payment date is less than 3 months, then

monthly payment shall be increased proportionately to provide, 1 month prior to the
quarterly principal payment date, the required amount of principal coming.due on such

(3) The Issuer shall next, on the first day of each month, commencing 3
after the completion of design of the Project, as certified by the Consulting

with the requirements for the Prior Bonds, transfer from the Revenue Fund and
remit to the Commission (i) for deposit in the Series 2005 Bonds Reserve

an amount equal to 1/20~ of the Series 2005 Bonds Reserve Requirement, until the
in the Series 2005 Bonds Reserve Account equals the Series 2005 Bonds Reserve

; provided that, no further payments shall be made into the Series 2005 Bonds
Account when there shall have been deposited therein, and as 10ng as there shall

on deposit therein, an amount equal.to the Series 2005 Bonds Reserve Requirement.

(4) The Issuer shall next, on the first day of each month, commencing 3
after the completion of design of the Project, as certified by the Consulting

transfer from the Revenue Fund and remit to the Depository Bank for deposit in
Renewal and Replacement Fund, an amount equal to 2 %% of the Gross Revenues each

exclusive of any payments for account of any Reserve Account. All funds in the
of any payments for account of any Reserve Account. All funds in the

and Replacement Fund shall be kept apart from all other funds of the Issuer or of
Bank and shall be invested and reinvested in accordance with Article VIII

.. ’. .Withdrawals and disbursements may be made from the Renewal and Replacement
repairs, improvements or extensions to the System; provided that, any

in any Reserve Account, except to the extent such deficiency exists because the
into such account have not, as of the date of determination of a deficiency,

~eeount to the maximum extent required hereof, shall be promptly eliminated
~ moneys from the Renewal and Replacement Fund.

~¯ . Moneys in the Series 2005 Bonds Sinking Fund shall be used only for the
of paying principal of and interest on the Series 2005 Bonds as the same shall

Moneys in the Series 2005 Bonds Reserve Account shall be used only for the
paying principal of and interest on the Series 2005 Bonds as the same shall
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come due, when other moneys in the Sinking Fund are insufficient therefor, and for no
~ther purpose.

All investment earnings on moneys in the Reserve Account (if fully funded)
~}mll be returned, not less than once each year, by the Commission to the Issuer, and such
~nounts shall be deposited in the Revenue Fund and applied in full, first to the next ensuing

payment, if any, due on the Series 2005 Bonds and then to the next ensuing principal
due thereon, all on a pro rata basis.

Any withdrawals fi’om the Reserve Account which result in a reduction in the
there to below the Reserve Requirement shall be subsequently restored from the first

:Revenues available after all required payments have been made in full in the order set
above.

As and when additional Bonds ranking on a parity with ~e Seres 2005 Bonds
~e issued, provision shall be made for additional payments into the respective sinking funds
~cient to payany interest on such additional parity Bonds and accomplish retirement
i~reof at maturity and to accumulate a balance in the respective reserve accounts in an
mount equal to the requirement therefor.

The Issuer shall not be required to make any further paym6nts into the Sinking
Reserve Account when the aggregate amount of funds therein are at least equal

aggregate principal amount of the Series 2005 Bonds is.sued pursuant to this
then Outstanding and all interest, if any, to accrue until the maturity

Interest, principal or reserve account payments, whether made for a deficiency
shall be made on a parity and pro rata, with respect to the Prior Bonds and the

1005 Bonds, in accordance with the respective principal amounts then Outstanding.

The Commission is hereby designated as the fiscal agent for the administration
2005 Bonds Sinking Fund and the Series 2005 Bonds Reserve Account created

and all amounts required for such accounts shall be remitted to the Commission
Revenue Fund by the Issuer at the times provided herein. If required by the
at any time, the Issuer shall make the necessary arrangements whereby required
into such accounts shall be automatically debited from the Revenue Fund and

transferred to the Commission on the dates required hereunder.

Moneys in the Series 2005 Bonds Sinking Fund and the Series 2005 Bonds
; Account shall be invested and reinvested by the Commission in accordance with

hereof.
-.

The Sinking Fund and the Reserve/~ccount shall be used solely and only for,
pledged for, the purpose of servicing the Series 2005 Bonds under the

and restrictions set forth herein.
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¯        B. The Issuer shall on the first day of each month (if the fu’st day is not a
business day, then the first business day of each month) deposit with the Commission the
required interest, principal and reserve account payments and all such payments shall be

:~tted to the Commission with appropriate instructions as to the custody, use and
i, :~plication thereof consistent with the provisions of this Bond Legislation. All remittances
~e by the Issuer to the Commission shall clearly identify the fund or account into which

~chmount is to be deposited. .

~ !:i ~. C. The Issuer shall complete the "Monthly Payment Form," a form of
~ch is attached to the Loan Agreement, and submit a copy of said form, together with a

~ "’ r of its payment check to the Authority by the 5th day of such calendar month.

~i~i~i~ ¯ D. Whenever all of the required and provided transfers and payments from
|~e Revenue Fund into the several special funds, as hereinabove provided, are current and
|~e remains in the Revenue Fund a balance in excess of the estimated mounts required to
~so transferred and paid into such funds during the following month or such longer period
[~ ~d by law, such excess shall be considered Surplus Revenues. Surplus Revenues may
[~,used for any lawful purpose of the System.

i~ :~!.i. ~.E. The Issuer shall remit from the Revenue Fund to the Commission, the
[~,g~s~ trar, the Paying Agent or the Depository Bank, on such dates as the respective parties
~__’. ~1 require, such additional sums as shall be necessary to pay their respective charges and
~ tl~. n du~. In the. case of payments to the Commission under this paragraph, the Issuer
r~-~, If required by the Authority or the Government at any time, make the necessary
~~gements whereby such required payments shall be automatically debited from the

~/enue Fund and electronically transferred to the Commission on the dates required.

¯ F.    The moneys in excess of the sum insured by the maximum amounts
:~ed by FDIC in all funds and accounts shall at all times be secured, to the full extent
:~ereof in excess of such insured sum, by Qualified Investments as shall be eligible as

for deposits of state and municipal funds under the laws of the State.

.... G. If on any monthly payment date the revenues are insufficient to place
,’required amount in any of the funds and accounts as hereinabove provided, the deficiency

be made up in the subsequent payments in addition to the payments which would
be required to be made into the funds and accounts on the subsequent payment

provided, however, that the priority of curing deficiencies in the funds and accounts
shall be in the same order as payments are to be made pursuant to this Section 5.03,

the Net Revenues shall be applied to such deficiencies before being applied to any other
hereunder.

Ho

System.
The Gross Revenues of the S~,stem shall only be used for purposes of
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ARTICLE VI

APPLICATION OF BOND PROCEEDS

Section 6.01. Application of Bond Proceeds. There is hereby created and
with the Depository Bank, to be held by the Depository Bank separate and apart

all other funds or accounts of the Depository Bank and from all other funds or accounts
~the Issuer, the Construction Trust Fund. The moneys derived from the sale of the Series

Bonds shall be deposited with the Depository Bank in the Bond Construction Trust
solely to the payment of the costs of the design of the Project and the costs

issuance and related costs, and until so expended, are hereby pledged as additional security
the Sedes 2005 Bonds.

. After completion of design of the Project, as certified by the Consulting
~gineers, and all costs have been paid, any remaining proceeds of the Series 2005 Bonds
:~~ be used to fund the Series 2005 Bonds Reserve Account, if not funded upon issuance

’the Series 2005 Bonds, in an amount not to exceed the Series 2005 Bonds Reserve
; provided that, in no event shall more than 10% of the proceeds of the Series

Bonds be deposited in the Series 2005 Bonds Reserve Account. Any remaining
thereafter shall be used as directed by the DEP.

~ .... Section 6.02. Disbursements From the Project Fund. On or before the Closing
the Issuer shall have delivered to the Authority and the DEP a report listing the specific

for which the proceeds of the Series 2005 Bonds will be expended and the

-~ :~ procedures for such proceeds, including an estimated monthly draw schedule.
of all Costs of the Project shall be made monthly.

:~.!f:ii: Except as provided in Section 6.01 hereof, disbursements from the Project
i~~ shall be made only after submission to, and approval from, the Authority and the DEP
:~the following:

~:!i! !~ :      (1) a completed and signed "Payment Requisition Form," a form of which
attached to the Bond Purchase Agreement as Exhibit C, and

(2) a certificate, signed by an Authorized Officer and the Consulting
~!:~: eers, stating that:

(A) None of the items for which the payment is proposed to be made has
basis for any disbursement theretofore made;

(B) Each item for which the payment is proposed to be made is or was
in connection with the Project and constitutes a Cost of the Project;

(c)

(D)

Each of such costs has been othe .rwise properly incurred; and

Payment for each of the items proposed is then due and owing.

40



~ reinvested in Qualified Investments at the written direction of the Issuer.
Pending such application, moneys in the Project Fund shall be invested and
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the covenants, agreements
provisions of this Bond Legislation shall be and constitute valid and legally binding

~venants of the Issuer and shall be enforceable in any court of competent jurisdiction by any
~01der or. .Holders of the Series 2005 Bonds. In addition to the other covenants, agreements

of this Bond Legislation, the Issuer hereby covenants and agrees with the
of the Series 2005 Bonds as hereinafter provided in this Article VII. All such

agreements and provisions shall be irrevocable, except as provided herein, as long
r of the Series 2005 Bonds, or the interest, if any, thereon, is Outstanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The Series 2005 A
and Seres 2005 B Bonds shall not be nor constitute an indebtedness of the Issuer

. the meaning of any constitutional, statutory or charter limitation of indebtedness, but
be payable solely from the funds pledged for such payment by this Bond Legislation.

Holder or Holders of the Seres 2005 A Bonds and Series 2005 B Bonds shall ever have
to compel the exercise of the taxing power of the Issuer, if any, to pay the Seres

A Bonds and Series 2005 B Bonds or the interest thereon.

:: "     Section 7.03. Bonds Secured by Pledge Of Net Revenues. The payment of the
service of the Series 2005 A Bonds and Seres 2005 B Bonds and the Prior Bonds shall

:~:~_ed forthwith equally and ratably with each other by a first lien on the Net Revenues
~yed from the operation of the System. The Net Revenues in an amount sufficient to pay
~~,prineipal of and interest on the Series 2005 A Bonds and Seres 2005 B Bonds and the
~~r. Boffds and to make the payments into all funds and accounts and all other payments
i~fided for in the Bond Legislation are hereby irrevocably pledged, in the manner provided
i~~ to such payments as they become due, and for the other purposes provided in the

~nd Legislation.
~:~.ii: .:i~". Section 7.04. Initial Schedule of Rates and Charges. The Issuer has obtained

~d all approvals of rates and charges required by State law and has taken any other
required to establish and impose such rates and charges, with all requisite appeal
having expired without successful appeal. Such rates and charges shall be sufficient

with the requirements of the Loan Agreement. The initial schedule of rates and
for the services and facilities of the System shall be as set forth in and approved by
Order and such rates are hereby adopted.

So long as the Series 2005 Bonds are outstanding, the Issuer covenants and
to fix and collect rates, fees and other charges for the use of the System and to take
actions necessary to provide funds sufficient to produce the required sums set forth

Bond Legislation and in compliance with the Loan Agreement. In the event the
fees and charges initially established ~’or the System in connection with the

2005 Bonds shall provide to be imufficient to produce the required sums set forth in
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I~ii!~ Bond Legislation and the Loan Agreement, the Issuer hereby covenants and agrees that

will, to the extent or m the manner authorized by law, rmmediately adjust and increase such
hedule of rates, fees and charges and take all such actions necessary to provide funds

~ffi~!~fficient to produce the required sums set forth in this Bond Legislation and the Loan
~Agreement.

~i~-:~. ,~.~ Section 7.05. Sale of the System. So long as the Series 2005 Bonds are
~~ding and except as otherwise reqtfired by law or with the written consent of the
:i~o~cil and the Authority, the System may not be sold, mortgaged, leased or otherwise
~~sed of, except as a whole, or substantially as a whole, and only if the net proceeds to be
~ed shall be sufficient to fully pay all the Bonds Outstanding in accordance with Article

The proceeds fi’om any such sale, mortgage, lease or other disposition of the
shall be remitted to the respective Sinking Funds and applied to the payment of
of and interest, if any, on the Series 2005 Bonds. Any balance remaining after the.
of the Series 2005 Bonds and interest, if any, thereon shall be remitted to the Issuer

necessary, for the payment of other obligations of the Issuer payable out of the
of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby
the right to sell, lease or otherwise dispose of any of the property comprising a part

~!~f the System hereinafter determined in the manner provided herein to be no longer
~~essary, useful or profitable in the operation thereof. Prior to any such sale, lease or other
~~sition of such property, if the amount to be received therefor, together with all other
~~ounts received during the same Fiscal Year for such sales, leases or other dispositions of
:~~ch properties, is not in excess of $10,000, the Issuer shall, by resolution, duly adopted,
~etermine that such property comprising a part of the System is no longer necessary, useful

profitable in the operation thereof and may then provide for the sale of such property. The
~~eeds of any such sale shall be deposited in the Renewal and Replacement Fund. If the
~~ount to be received from such sale, lease or other disposition of said property, together
~~ith all other amounts received during the same Fiscal Year for such sales, leases or other
~~sitions of such properties, shall be in excess ors 10,000 but not in excess of $50,000, the
~B~er shall first, in writing, determine upon consultation with the Managing Engineer that

property comprising a part of the System is no longer necessary, useful or profitable in
operation thereof and may then, if it be so advised, by resolution duly adopted, authorize

sale, lease or other disposition of such property in accordance with the laws of the State.
proceeds of any such sale shall be deposited in the Renewal and Replacement Fund. The

of such proceeds into the ReneWal and Replacement Fund shall not reduce the
required to be paid into said fired by other provisions of this Bond Legislation. No

lease or other disposition of the properties of the System shall be made by the Issuer if
proceeds to be derived therefrom, together with all other amounts received during the

Fiscal Year for such sales, leases, or other dispositions of such properties, shall be in
of $50,000 and insufficient to pay all Bonds then Outstanding without the prior

~ ~!approval and consent in writing of the Holders of the Bonds then Outstanding. The Issuer
~ishall prepare the form of such approval and consent for execution by the then Holders of the
~ilBonds for the disposition of the proceeds of the sale, lease or other disposition of such
~iii~properties of the System.



~:: ,. Section 7.06. Issuance of Other Obligations Payable Out of Revenues and
~ii:::i~iGen.eral Covenant Against Encumbrances. Except as provided in this Section 7.06 and

~-ection 7.07 hereof and in the Prior Bonds, the Issuer shall not issue any other obligations
whatsoever payable from the revenues of the System which rank prior to, or equally, as to

[i~ili~en on and source of and security for payment from such revenues with the Series 2005
~ii!~on~. All obligations issued by the Issuer after the issuance of the Series 2005 Bonds and
~yable from the revenues of the System, except such additionalparity Bonds, shall contain
[~ express statement that such obligations are junior and subordinate, as to lien on, pledge
:~"d sburce of and security for payment from such revenues and in all other respects; to the
[~eries 2005 Bonds; provided, that no such subordinate obligations shall be issued unless all
[~ayments required to be made into all funds and accounts set forth herein have been made
[~d are current at the time of the issuance of such subordinate obligations.

|~i: ~:J ~ Except as provided above, the Issuer shall not create, or cause or permit to be
~i~ ’~ ~ated, any debt,, lien, pledge, assignment, encumbrance or any other charge having priority

or being on a parity with the lien of the Series 2005 Bonds, and the interest thereon, if
upon any of the income and revenues of the System pledged for payment of the Series
Bonds and the interest thereon, if any, in this Bond Legislation, or upon the System or

thereof.

The Issuer shall give the Authority and the Council prior written notice of its
of any other obligations to be used for the System, payable from the revenues.of the

from any grants, or any other obligations related to the Project or the: System.

Section 7.07. Parity Bonds. No Parity Bonds, payable out of the revenues of
shall be issued after the issuance of the Series 2005 Bonds pursuant to this Bond
except with the prior written consent of the Authority and the Council under the

and in the manner herein provided.

All Parity Bonds issued hereunder ~hall be on a parity in all respects with the
2005 Bonds.

of the design, acquisition or construction of extensions and improvements to the System

i~!.refunding~.:~ any outstanding Bonds, or both such purposes.
No such Parity Bonds shall be issued at any time, unless there has been

~:~rocured and filed with the Secretary a written statement by Independent Certified Public_
:i~Aceotmtants, reciting the conclusion that the Net Revenues actually derived, subject to the

hereinafter provided for, from the System during any 12 consecutive months,
the 18 months immediately precedifig the date of the actual issuance of such Parity

lends, plus the estimated average increased annual Net Revenues to be received in each of
succeeding years after the completion of the improvements to be financed by such
Bonds, if any, shall not be less than 115% of the largest aggregate amount that will

44



~. ~i:~ture and become due in any succeeding Fiscal Year for principal of and interest, if any,
the following:

(1) The Bonds and Prior Bonds then Outstanding;

(2) Any Parity Bonds theretofore issued pursuant to the provisions
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 m each
~.~ 3 succeeding years," as that term is used in the computation provided in the above
i:~~graph, shall refer only to the increased Net Revenues estimated to be derived from (a)
~ improvements to the financed by such Parity Bonds and (b) any increase in rates adopted

the Issuer and approved by the PSC, the period for appeal of which has expired prior to
[~ date of issuance of such Parity Bonds, and shall not exceed the amount to be stated in a

of the Independent Certified Public Accountants, which shall be filed in the office
Secretary prior to the issuance of such Parity Bonds.

The Net Revenues actually derived from the System during the 12 consecutive-
period hereinabove referred to may be adjusted by adding to such Net Revenues such

Net Revenues which would have been received, in the opinion of the Independent
Public Accountants, on account of increased rates, rentals, fees and charges for the

adopted by the Issuer, the period for appeal of which has expired prior to issuance
Bonds.

All covenants and other prcrvisions of this Bond Legislation (except as to
of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection

of the Holders of the Bonds and the Holders of any Parity Bonds subsequently
from time to time within the limitations of and in compliance with this section. Bonds,
on a parity, regardless of the time or times of their issuance, shall rank equally with
to their lien on the revenues of the System, and their source of and security for
from said revenues, without preference of any Bond of one series over any other

same series. The Issuer shall comply fully with all the increased payments into
vartous funds and accounts created in this Bond Legislation required for and on account

Parity Bonds, in addition to the payments required for Bonds theretofore issued
to this Bond Legislation.       ~

. Parity Bonds shall not be deemed to include bonds, notes, certificates or other
~ligations subsequently issued, the lien of which on revenues of the System is subject to the
i~or and superior liens of the Series 2005 Bonds on such revenues. The Issuer shall not issue

obligations whatsoever payable from the revenues of the System, or any part thereof,
;~kich rank prior to or, except in the manner and under the conditions provided in this

equally, as to lien on and source of and security for payment from such revenues,
the Series 2005 Bonds.
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~: ..... No Parity Bonds shall be issued at any time, however, unless all the payments
the respective funds and accounts provided for in this Bond Legislation with respect to

.,Bonds then Outstanding, and any other payments provided for in this Bond Legislation,
. have been made in full as required to the date of delivery of such Parity Bonds, and the

shall then be in full compliance with all the covenants, agreements and terms of this
Legislation.

Section 7.08. Books; Records and Audit. The Issuer shall keep complete and
records of the cost of acquiring the Project site and the costs of acquiring,

and installing the Project The Issuer shall permit the Authority and the Council,
agents and representatives, to inspect all books, documents, papers and records
to the Projects and the System at all reasonable times for the purpose of audit and

The Issuer shall submit to the Authority and the Council such documents and
as they may reasonably require in connection with the design of the Project, the

maintenance of the System and the administration of the loan or any grants or
of financing for the Project.

The Issuer shall permit the Authority and the Counci.1, or their agents and
,’ntatives, to inspect all records pertaining to the operation and maintenance of the

at all reasonable times following completion of construction of the Project and
of operation thereof, or, if the Project is an impro~;ement to an existing

at any reasonable time following commencement of construction..

The Issuer will keep books and records of the System, which shall be separate
apart from all other books, records and accounts of the Issuer, in which complete and

shall be made of all transactions relating to the System, and any Holder of a
or Bonds issued pursuant to this Bond Legislation shall have the right at all reasonable
to inspect the System and all parts thereof and all records, accounts and data of the
relating thereto.

The accounting system for the System shall follow currently accepted
principles and safeguards to the extent allowed and as prescribed by the PSC.

control accounting records shall be maintained by the Issuer. Subsidiary records
may be required shall be kept in the manner, on the forms, books and other bookkeeping

as prescribed by the Governing Body. The Governing Body shall prescribe and
the manner by which subsidiary records of the accounting system which may be

from the direct supervision of the Governing Body shall be reported to such
of the Issuer as the Governing Body shall direct.

The Issuer shall file with the Council and the Authority, or any other original
of the Series 2005 Bonds, and shall mail in each year to any Holder or Holders of

Series 2005 Bonds, requesting the sam,e, an armual report containing the following:

(A) A statement of Gross Revenues, Operating
and Surplus Revenues derived from and relating to the System.
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(B) A balance sheet statement showing all deposits in all the funds
and accounts provided for in this Bond Legislation, and the status of all said funds and
~ccounts.

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

t~!utstancling"
~;ii~-)i.i~ The Issuer shall also, at least once a year, cause the books, records and
|~unts of the System to be completely audited by Independent Certified Public
|;~Accountants in compliance with the applicable OMB Circular, or any successor thereto and
|~iii~)~e Single Audit Act, or any successor thereto, to the extent legally required, and shall mail
|~n request, and make available generally, the report of said Independ.ent Certified Publi~
ri~¢countants, or a summary thereof, to any Holder or Holders of the Series 2005 Bonds, an
|~i~ submit said report to the Council and the Authority, or any other original purchaser of
|~e Series 2005 Bonds. Such audit report submitted to the Authority and the Council shall
|~lude a statement that the Issuer is in compliance with the terms and provisions of the Act,

~! Loan Agreement and this Bond Legislation and that the revenues of the System are

i~
meet the Issuer’s Operating Expenses and debt service and reserve requirements.

~ ~ Subject to the terms, conditions and provisions of the Loan Agreement and the
:~ the Issuer has acquired, or shall do all things necessary t6 acquire, the proposed site of
] ,, Project and shalldo, is doing or has done all things necessary to construct the Project in

with the plans, specifications and designs preparedby the Consulting Engineers.
estate and interests in real estate and all personal property constituting the Project
Project site heretofore or hereaRer acquired shall at all times be and remain the
of the Issuer.

~ obligations

Section 7.09. Rates. Prior to the issuance of Series 2005 Bonds, equitable
charges for the use of and service rendered by the System shall be established all.in

and form required by law, and copies of such rates and charges so established
.be continuously on file with the Secretary, which copies will bc open to inspection by

parties. The schedule of rates and charges shall at all times bc adequate to
Revenues from the System sufficient to pay Operating Expenses and to make
payments into the funds created hereunder. Such schedule of rates .and

shall bc changed and readjusted whenever necessary so that the aggregate of the rates
will be sufficient for such purposes. In order to assure full and continuous
of this covenant, with a margin for contingencies and temporary unanticipated

income and revenues, the Issuer hereby covenants and agrees that the schedule
~frates or charges fi’om time to lime in effect shall be sufficient, together with other revenues

the System (i) to provide for all Operating Expenses of the System and (ii) to leave a
i~ance each year equal to at least 115% of the maximum amount required in any year for
;~ayment of principal of and interest, if any, on. the Series 2005 Bonds and all other
~~~gations secured by a lien on or payable from such revenues on a parity with the Series
~(~~ Bonds; provided that, in the event that amounts equal to or in excess of the reserve
~uirements are on deposit respectively in the Reserve Accounts and the reserve accounts

on a parity with the Series 2005 Bonds are funded at least at the requirement
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required in any year for payment of principal of and interest, if any, on the Series 2005 Bonds
.and all other obligations secured by a lien on or payable from such revenues on a parity with

~-:.~e Series 2005 Bonds. In any event, the Issuer shall not reduce the rates or charges for
described in Section 7.04.

Section 7.10. Operating Budget and Monthly Financial Report. The Issuer
annually, at least 30 days preceding the beginning of each Fiscal Year, prepare and
by resolution a detailed, balanced budget of the estimated revenues and expenditures

and maintenance of the System during.the succeeding Fiscal Year and shall
a copy of such budget to the Authority and the Council within 30 days of adoption
No expenditures for the operation and maintenance of the System shall be made in

, Fiscal Year in excess of the mounts provided therefor in such budget without a written
and recommendation by the managing engineer, which finding and recommendation

in detail the purpose of and necessity for such increased expenditures for the
and maintenance of the System, and no such increased expenditures shall be made

the Issuer shall have approved such finding and recommendation by a resolution duly
No increased expenditures in excess of 10% of the amount of such budget shall be

¯ except upon the further certificate of the managing engineer that such increased
are necessary for the continued operation of the System. The Issuer shall mail

such annual budget and all resolutions authorizing increased expenditures for
and maintenance to the Authority and the Council and to any Holder of any Bonds,

30 days of adoption thereof, and shall make available such budgets and all resolutions
g increased expenditures for operation and maintenance of the System at all

times to the DEP, the Authority, the Council and the Government and to any
of any Bonds, or anyone acting for and in behalf of such Holder of any Bonds.

Commencing on the date contracts are executed for the acquisition and
of the Project and for two years following the completion of the Project, the

shall each month complete a "Monthly Financial Report," a form of which is attached
the respective Loan Agreements. and forward a copy of such report to the DEP, the

and the Council by the 10a~ day of each month.

Section 7.11. Engineering Services. The Issuer will obtain a certificate of
Engineers in the form attached to the Bond Purchase Agreement, stating, among
that the Project will be constructed as described in the application submitted to

Authority, the Council and the DEP.

The Issuer shall employ and retain qualified operating personnel properly
by the State to operate the System so long as the Series 2005 Bonds are outstanding.

Section 7.12. No Competing, Franchise. To the extent legally allowable, the
will not grant or cause, consent to or allow the granting of, any franchise or permit to

firm, corporation, body, agency or instrumentality whatsoever for the providing
services which would compete with services provided by the System.

48



Section 7.13. Enforcement of Collections. The Issuer will diligently enforce
collect all fees, rates, rentals or other charges for the services and facilities of the System
take all steps, actions and proceedings for the enforcement and collection of such fees,

rentals or other charges that shall become delinquent to the full extent permitted or
by the Act, the rules and regulations of the PSC and other laws of the State of

~ ~!~: Whenever any fees, rates, rentals or charges for theservices or facilities of the
~/~tem shall remain unpaid for a period of 30 days after the same shall become due and
~yable, the property and the owner thereof, as well as the user of the services and facilities,
~~ ~ delinquent until such time as all such rates and charges are fully paid. To the extent
~thodzed by the laws of the State and the rules and regulations of the PSC, rates, rentals and
~er.. charges, if not paid, when due, shall become a lien on the premises served by the
i:~~. The Issuer further covenants and agrees that, it will, to the full extent permitted by
~W~i..and any rules and regulations promulgated by the PSC, discontinue and shut off the
~~ces and facilities of the water system, if so owned by the Issuer, to all users of the

~ .ll~rviees of the System delinquent in payment of charges for the services of the System and
~ not restore such services of either system .until all delinquent charges for the services of
~System, plus reasonable interest and penalty charges for the restoration of service, have
~~ fully paid and shall take all further actions, to enforce collections to the maximum extent

~tted by law. If the water facilities are not owned by the Issuer, the Issuer shall enter
~tO a termination agreement with the water provider, subject to any required approval of
~hlagreement by the PSC and all rules, regulations and orders of the PSC.

Section 7.14. No Free Services. Except as required by law, the Issuer will not
or cause to be rendered any free services of any nature by the System, nor will any

rates be established for users of the same class; and in the event the Issuer, or any
agency, instrumentality, officer or employee of the Issuer shall avail itself or

of the facilities or services provided by the System, or any part thereof, the same
fees or charges applicable to other customers receiving like services under similar

shall be charged the Issuer and any such department, agency, instrumentality,
or employee. The revenues so received shall be deemed to be revenues derived from

operation of the System, and shall be deposited and accounted for in the same manner as
revenues derived from such operation of the System.

Section 7.15. Insurance Construction Bonds. A. The Issuer hereby covenants
agrees that so long as the Bonds remain Outstanding, the Issuer will, as an Operating

procure, carry and maintain insurance with a reputable insurance carrier or carders
. customarily covered with respect to works and properties similar to the System. Such

shall initially cover the following risks and be in the following amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
COVERAGE INSURANCE, on all above-ground insurable portions of the

in an amount equal to the actual cost thereof. In. time of war the Issuer will also carry
maintain insurance to the extent available against the risks and hazards of war. The

of all such insurance policies shall be placed in the Renewal and Replacement Fund
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used only for the repairs and restoration of the damaged or destroyed properties or for
purposes provided herein for the Renewal and Replacement Fund. The Issuer will

or will required each contractor and subcontractor to, obtain and maintain builder’s
insurance (fire and extended coverage) to protect the interests of the Issuer, the

.the prime contractor and all subcontractors as their respective interests may
in accordance with the Loan Agreement, during construction of the Project on a

I% basis (completed value form) on the imurable portion of the Project, such insurance
i"~ made payable to the order of the Authority, the Issuer, the contractors and

, as their interests may appear.

(2) PUBLIC LIABILITY INSURANCE, with limits of not less than
per occurrence to protect the Issuer from claims for bodily injury and/or death

not less than $500,000 per occurrence from claims for damage to property of others
may arise from the operation of the System, and insurance with the same limits to
the Issuer from claims arising out of operation or ownership of motor vehicles or for

System.

(3) WORKER’S COMPENSATION COVERAGE FOR ALL
OF OR FOR THE SYSTEM ELIGIBLE THEREFOR; AND

AND PAYMENT BONDS, such bonds to be in the amounts of 100%of
contract and to be required of each contractor contracting directly with the

and such payment bonds will be filed with the Clerk of The County Commission of
~otmty in which such work is to be performed prior to commencement of construction

Project in compliance with Chapter 38, Article 2, Section 39 of the Code of West
¯ 1931, as amended.

(4) FLOOD INSURANCE, if the facilities of the System arc or will be
.in designated special flood or mudslidc-pronc areas and to the extent available at

cost to the Issuer.

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

(6) FIDELITY BONDS will be provided as to every officer, member and
Issuer or the Governing Body having custody of the revenues or of any other

¯ of the System, in an amount at least equal to the total funds in the custody of any such
at any one time.

B. The Issuer shall require all contractors engaged in the construction of
Project to furnish a performance bond and a payment bond, each in an amount equal to

of the contract price of the portion of the Project covered by the particular contract as
for the faithful performance of such contract. The Issuer shall verify such bonds

to commencement of construction.

The Issuer shall also require all contractors engaged in the construction of the
leet to carry such worker’s compensation coverage for all employees working on the

~|020784A}
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~ieet and public liability insurance, vehicular liability insurance and property damage
~ii~:~urance":-" in amounts adequate for such purposes and as !s customarily carrie.d with re.spec.t
~!~ works and properties similar to the Project; provided that the amounts and terms ot sucla
~,i~::~verage are satisfactory to the Authority, the DEP, the Council and the Government. In the
~i’.~ent the Loan Agreement so requtres, such insurance shall be made payable to the orde o

Authority, the Issuer, the prime contractor and all subcontractors, as their interests may

~p~. The Issuer shall verify such insurance prior to commencement of construction.

~~.~ Section 7.16. Mandatory Connections. The mandatory use of the System is
~¢ntial and necessary for the protection and preservation of the public health, comfort,
~ety, convenience and welfare of the inhabitants and residents of, and the economy of, the

and to assure the rendering harmless of sewage and water-borne waste matter
or arising within the territory served by the System. Accordingly, every owner,

or occupant of any house, dwelling or building located near the System, where sewage
flow by gravity or be transported by such other methods approved by the State

of Health from such house, dwelling or building into the System, to the extent
by the laws of the State and the rules and regulations of the PSC, shall connect

and use the System and shall cease the use of all other means for the collection,
and disposal of sewage and waste matters from such house, dwelling or building

there is such gravity flow or transportation by such other method approved by the State
of Health and sucti house, dwelling or building can be adequately served by the

:i~ys~.m~. and every such owner, tenant or occupant shall, after a 30 day notice of the
i:~ailabdity of the System, paythe rates and charges established therefor.

..~!~?i.~i.i    An such house dwellin or buildin from which emanates sewage or
i~ater-borne waste matter and which is not so connected with the System is hereby declared

found to be a hazard to the health, safety, comfort and welfare of the inhabitants of the
i~!~.~"§suer and a public nuisance which shall be abated to the extent permitted by law and as

possible by proceedings in a court of competent jurisdiction.

Section 7.17. Completion and Operation of Proiect; Permits and Orders. The
shall complete the Project as promptly as possible and operate and maintain the System

revenue-producing utility in good condition and in compliance with all federal and state
and standards.

The Issuer has obtained all permits required by state and federal laws for the ¯
of the System, all orders and approvals from the Public Service Commission of

Virginia and the West Virginia Infrastructure and Jobs Development Council necessary
design of the Project and the operation of the System and all approvals for issuance

the Series 2005 Bonds required by state law, with all requisite appeal periods having
without successful appeal.

Section 7.18. [Reserved]
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Section 7.19. Statutory Mortgage Lien. For the further protection of the
flolders of the Series 2005 Bonds, a statutory mortgage lien upon the System is granted and
i~ii::~ated by the Act, which statutory mortgage lien is hereby recognized and declared to be
.~d and binding, and shall take effect immediately upon delivery of the Series 2005 Bonds.

~:~i~!~il. " Section_ 7.20. Compliance with Loan Agreements and Law. The Issuer shall
~orm, satisfy and comply with all terms and conditions of the Loan Agreements and the

Notwithstanding anything herein to the contrary, the Issuer shall provide the Council
the DEP with copies of all documents submitted to the Authority.

The Issuer also agrees to comply with all applicable laws, rules and regulations
by the Authority, the DEP or other state, federal or local bodies in regard to the Project
operation, maintenance and use of the System.

Section 7.21. Public Releases. The Issuer shall list the funding provided by
Council, the,DEP and the Authority in any press release, publication, program bulletin,

other public communication that references the Project, including but not limited to
document distributed in conjunction with any ground breaking or dedication of

ect. ’

Section 7.22. Securities Laws Compliance. The Issuer will provide the
in a timely manner, with any and all information that may be requested of it
its annual audit report, f’mancial statements, related information and notices of

in usage and customer base) so that the Authority may comply with the provisions
’SEC Rule 15c2-12 (17 CFR Part 240).



ARTICLE VIII

INVESTMENTS

Section 8.01. Investments. Any moneys held as a part of the funds and
created by this Bond Legislation, other than the Revenue Fund, shall be invested

by the Commission, the Depository Bank or such other bank or national
association holding such fund or account, as the case may be, at the written direction

issuer in any Qualified Investments to the fullest extent possible under applicable laws,
Legislation, the need for such moneys for the purposes set forth herein and the

restrictions and provisions set forth in this Section 8.01.

Any investment shall be held in and at all times deemed a part of the fund or
in which such moneys were originally held, and the interest accruing thereon and any
loss realized from such investment shall be credited or charged to the appropriate

aecount..The investments held for any fund or account shall be valued at the lower
then current market value, or at ~e redemption price thereof if then redeemable

option of the holder, including the value of accrued interest and giving effect to the
discount, or at par if such investment is held in the "Consolidated Fund." The

shall sell and reduce to cash a sufficient amount of such investments whenever
balance in any fund or account is insufficient to make the payments required from

or account, regardless of the loss on such liquidation. The Depository Bank, or
other bank or national banking association, as the ease may be, may make any and all

permitted by this section through its own bond department and shall not be
for any losses from such investments, other than for its own negligence or willful

The Depository Bank shall keep complete and accurate records of all funds,
investments, and shall distribute to the Issuer, at least once each year, or more

as reasonably requested by the Issuer, a summary of such funds, accounts and
earnings. The Issuer shall retain all such records and any additional records with

to such funds, accounts and investment earnings so long as any of the Series 2005
are Outstanding.
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ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of the following events shall constitute
~i~Ai~’~.vent of Default" with respect to the Series 2005 Bonds:

(1) If default occurs in the due and punctual payment of the principal of or
if any, on any seres of the Seres 2005 A Bonds or Seres 2005 B Bonds; or

(2) If default occurs in the Issuer’s observance of any of the covenants,
or conditions on its part relating to the Series 2005 Bonds set forth in this Bond
any supplemental resolution or in the Seres 2005 Bonds, and such default shall

¢0ntinued for a period of 30 days aiter the Issuer shall have been given written notice
default by the Commission, the Depository Bank, Registrar or any other Paying

or a Holder of a Bond; or

(3) If the Issuer files a petition s~king reorganization or arrangement under
federal bankruptcy laws or any other applicable law of the United States of America.

Section 9.02. Remedies. Upon the happening and continuance of any Event of
Registered Owner of a Bond may exercise any available remedy and bring any

action, suit or proceeding to enforce his or her fights and, in particular, (i) bring
for any unpaid principal or interest then due, (ii) by mandamus or other appropriate

enforce all fights of such Registered Owners including the fight to require the
perform its duties under the Act and the Bond Legislation relating thereto, including
limited to the making and collection of sufficient rates or charges for services
by the System, (iii) bring suit up6n the Bonds, (iv) by action at law or bill in equity

the Issuer to account as if it were the trustee of an express trust for the Registered
of the Bonds, and (v) by action at law or bill in equity enjoin any acts in violation

ithe Bond Legislation with respect to the Bonds, or the fights of such Registered Owners;
all rights and remedies of the Registered Owners of the Series 2005 A Bonds

2005 B Bonds and the Prior Bonds shall be on a party with each other.

Section 9.03. Appointment of Receiver. Any Registered Owner of a Bond may,
legal action, compel the performance of the duties of the Issuer under this Bond

the Act, including the completion of the Project and ailer commencement of
of the System, the making and collection of sufficient rates and charges for

rendered by the System and segregation of the revenues therefrom and the
thereof. If there be any Event of Default with respect to such Bonds, any

Owner of a Bonds shall, in addition to ail other remedies or rights, have the fight
legal proceedings to obtain the appointment of a receiver to administer the

or to complete the acquisition and construction.of the Project on behalf of the Issuer,
power to charge rates, rentals, fees and other charges sufficient to provide for the

of Operating Expenses of the System, the payment of the Bonds and interest and the
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into the funds and accounts hereby established and to apply such rates, rentals, fees,
or other revenues in conformity with the provisions of this Bond Legislation and the

The receiver so appointed shall forthwith, directly or by his or her agents and
enter into and upon and take possession of all facilities of said System and shall

and maintairt, manage and control the System, and each and every part thereof,
name of the Issuer exercise all the rights and powers of the Issuer with respect to

the Issuer itself might exercise.

. Whenever all that is due upon the Bonds and interest thereon and under any
of this Bond Legislation for reserve, sinking or other funds and upon any other
and interest thereon having a charge, lien or encumbrance upon the revenues of

been paid and made good, and all defaults under the provisions of this
shall have been cured and made good, possession of the System shall be

the Issuer upon the entry of an order of the court to that effect. Upon any
default, any Registered Owner of any Bonds shall have the same fight to secure
appointment of a receiver upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon
or it, shall be under the direction and supervision of the court making such

shall at all times be subject to the orders and decrees of such court and may be
and a successor receiver may be appointed in the discretion of such court.

herein contained shall limit or restrict the jurisdiction of such court to enter such
and further orders and decrees as such court may deem necessary or appropriate for the

by the receiver of any function not specifically set forth herein.

-.. :. Any receiver appointed as provided herein shall hold and operate the System
of the Issuer and for the joint protection and benefit of the Issuer and Registered

of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
of any assets of any kind or character belonging or pertaining to the

authority of such receiver shall be limited to the completion of the Project
possession, operation and maintenance of the System for the sole purpose of the

of both the Issuer and Registered Owners of such Bonds and the curing and
Event of Default with respect thereto under the provisions of this Bond

and the title to and ownership of said System shall remain in the Issuer, and no
have any jurisdiction to enter any order or decree permitting or requiring such
sell, assign, mortgage or otherwise dispose of any assets of the System.
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ARTICLE X

PAYMENT OF BONDS

Section 10.01. Payment of Series 2005 Bonds. If the Issuer shall pay or there
be paid to the Holders of the Series 2005 Bonds, the principal of and interest,

~",.~ .e or to become due thereon, at the times and in the manner stipulated therein and
Bond Legislation, then the pledge of Net Revenues and Other moneys and securities
~.[.under this Bond Legislation and all covenants, agreements and other obligations of

to the Registered Owners of the Series 2005 Bonds shall thereupon cease,
and become void and be discharged and satisfied.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Resolution. Prior to issuance
Series 2005 Bonds, this Resolution may be amended or supplemented in any way by

Resolution. Following issuance of the Series 2005 Bonds, no material
or amendment of this Resolution, or of any resolution amendatory or
hereto, that would materially and adversely affect the respective fights of

Owners of the Series 2005 Bonds shall be made without the consent in writing
Registered Owners of the Series 2005 Bonds so affected and then Outstanding;

that no change shall be made in the maturity of any Bond or Bonds or the rate of
:thereon, or in the principal amount thereof, or affecting the unconditional promise

!the Issuer to pay such principal and interest, if any, out of the funds herein pledged
without the consent of the Registered Owner. thereof. No amendment or

shall be made that would reduce the percentage of the principal amount of
required for consent to the above-permitted amendments or modifications.

the foregoing, this Bond Legislation may be amended without the consent
any Bondholder as may be necessary to assure compliance with Section 148(0 of the Code

to rebate requirements or otherwise as may be necessary to a~ure the exclusiori of
if any, on the Series 2005 Bonds from the gross income of the holders thereof.

Section 11.02. Bond Legislation Constitutes Contract. The provisions of the
Legislation shall constitute a contract between the Issuer and the Registered Owners

Bonds, and no change, variation or alteration of any kind of the provisions
Bond Legislation shall be made in ~y manner, except as in this Bond Legislation

Section 11.03. Severabili _ty of Invalid Provisions. If any section, paragraph,
or    " " of this Resolution should be held invalid by any court of competent

the invalidity of such section, paragraph, clause or provision shall not affect any¯
" of this Resolution, the Supplemental Resolution, or the Series

Bonds.

Section 11.04. Headings, Etc. The headings and catchlines of the articles,
and subsections hereof are for corivenience of reference only, and shall not affect

way the meaning or interpretation of any provision hereof.

Section 11 ¯05. Conflicting Provisions Repealed. All orders or resolutions, or
thereof, in conflict with the provisions of this Resolution are, to the extent of such

hereby repealed.                   ~

Section 11.06. Covenant of Due Procedure, Etc. The Issuer covenants that all
conditions, things and procedures required to exist, to happen, to be performed or to be

to and in the adoption of tl~.s Resolution do exist, have happened, have been
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have been taken in regular and due time, form and manner as required by and
compliance with the laws and Comtitution of the State of West Virginia applicable
and that the Chairperson, Secretary and members of the Governing Body were at all

when any actions in connection with this Resolution occurred and are duly in office
~ qualified for such office.

Section 11.07. Effective Date. This Resolution shall take effect immediately

~!020784.1 }
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Adopted this _~day of December, 2005.

Member
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CERTIFICATION

Certified as a true copy of a Resolution adopted by_~e Public S~rvice l~o.a~
SPRINGS PUBLIC SERVICE DISTRICT on the~-~’-     day of _L~-~ ~,

Dated: December ~, 2005.
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SHADY SPRINGS PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS,

SERIES 2005 A (WEST VIRGINIA INFRASTRUCTURE FUND)
SEWER REVENUE BONDS,

SERIES 2005 B (STATE REVOLVING EUND)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
!": THE PRINCIPAL AMOUNT, DATE, MATURITY

DATE, INTEREST RATE, PAYMENT SCHEDULE,
SALE PRICE AND OTHER TERMS OF THE SHADY
SPRINGS PUBLIC SERVICE    DISTRICTSEWER
REVENUE BONDS, SERIES 2005 A (WEST VIRGINIA
INFRASTRUCTURE FUND); AUTHORIZING AND

., APPROVING THE SALE AND DELIVERY OF THE
SERIES 2005 A BONDS TO THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY; SEWER
REVENUE BONDS, SERIES 2005 B (STATE
REVOLVING FUND);’ AUTHORIZING AND
APPROVING THE SALE AND DELIVERY OF THE
SERIES 2005 B BONDS TO THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY; APPROVING
AND RATIFYING THE LOAN AGREEMENTS WITH
RESPECT TO THE SERIES 2005 A BONDS AND
SERIES 2005 B BONDS; DESIGNATING A
REGISTRAR, PAYING AGENTAND DEPOSITORY

-~,:::~ BANK; AND MAKING OTHERPROVISIONS AS TO~, ¯

’    ¯ " min, WHEREAS, the Pubhc Service Board (the Gove g Body") of Shady

Springs Public Service District (the ",I,s~suer") ha.s,,duly and officially adopted a Bona

~Resolution on December 13, 2005 (the Resolution ), entitled:

RESOLUTION AUTHORIZINd THE ACQUISITION
AND CONSTRUCTION OF FACILITIES OF SHADY
SPRINGS PUBLIC SERVICE DISTRICT AND THE
FINANCING OF THE COST THEROF, NOT
OTHERWISE     PROVIDED,     THROUGH     THE



ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$2,875,000 IN AGGREGATE PRINCIPAL AMOUNT OF
SEWER REVENUE BONDS, SERIES 2005 A (WEST
VIRGINIA INFRASTRUCTURE FUND) AND NOT
MORE THAN $3,078,043 IN AGGREGATE PRINCIPAL
AMOUNT OF SEWER REVENUE BONDS, SERIES
2005 B (STATE REVOLVING FUND); 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
LOAN AGREEMENTS .RELATING TO SUCH BONDS;
AUTHORZING THE SALE AND PRO’~/IDING FOR
THE TERMS AND PROVISIONS OF SUCH BONDS
AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

WHEREAS, the capitalized terms used herein and not otherwise defined
shall have the same meaning set forth in the Resolution when used herein.

WHEREAS, the Resolution provides for the issuance of. the Sewer
Bonds, Series 2005 A (West Virginia Infrastructure Fund) of the Issuer, in the
principal amount of not to exceed $2,875,000 (the "Bonds"), and has
the execution and delivery of a loan agreement relating to the Series 2005 A

including all schedules and exlxibits attached thereto, by and between the Issuer
the Authority, on behalf of the West .Virginia Infrastructure and Jobs Development

(the "Council") (the "Loan Agreement"), and has authorized the execution and
of a bond purchase agreement relating to the Series 2005 B Bonds, including all

and exhibits attached thereto, by and between the Issuer and the Authority and
Virginia Department of Environmental Protection (the "DEP") (the "Bond Purchase

all in accordance with Chapter 16, Article 13A, Chapter 31, Article 15A
Chapter 22C, Article 2 of the Code of West Virginia, 1931, as amended (collectively,
"Act"); and in the Resolution it is provided that the exact principal amount, date,

date, interest rate, payment schedule, sale price and other terms of the Bonds
be established by a supplemental resolution, and that other matters relating to the
be therein provided for;

WHEREAS, the Loan Agreement a/ad the Bond Purchase Agreement have
presented to the Issuer by the Authority pursuant to the Loan Agreement and Bond

~chase Agreement;
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WHEREAS, the Governing Body deems it essential and desirable that this
iill supplemental resolution (the "Supplemental Resolution") be adopted, that the Loan

Agreement and the Bond Purchase Agreement be approved and ratified, that the exact
principal amount, date, maturity date, interest rate, payment schedule, sale price and other
terms of the Bonds be fixed hereby in the manner stated herein, and that other matters

to the Bonds be herein provided for.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING
OF SHADY SPRINGS PUBLIC SERVICE DISTRICT:

Section 1. Pursuant to the Resolution and the Act, this Supplemental
is adopted and there are hereby authorized and ordered to be. issued the

bonds of the Issuer:                     "~

Sewer Revenue Bonds, Series 2005 A (West Virginia Infrastructure Fund),
the Issuer originally represented by a single bond, numbered A-l, in the original

amount of $2,875,000. The Series 2005 A Bonds shall be dated the date of
shall f’mally mature onDecember 1, 2045, and shall bear interest at the rate of

per annum. The principal of and interest on the Series 2005 A Bonds shall be
quarterly on March 1,.June 1, September 1 and December 1 of.each year,
zing March 1, 2008, in the amounts set forth in the Schedule Y attached to the

Agreement and incorporated in and ,made a part of the Series 2005 A Bonds. The
2005 A Bonds shall be subject to redemption upon the written consent of the

and the Council, and upon payment of the redemption premium, if any, and
in compliance with the Loan Agreement, so long as the Authority shall be the
Owner of the Series 2005 A Bonds.

Sewer Revenue Bonds, Series 2005 B (State Revolving Fund), of the Issuer
represented by a single bond, numbered B-1, in the original principal amount

$ 3,078,043. The Series 2005 B Bonds shall be dated the date of delivery, shall finally
on December 1, 2045, and shall bear interest at the rate of 0% per annum. The

of and interest on the Series 2005 B Bonds shall be payable quarterly on March
!, June 1, September 1 and December I of each year, commencing March 1, 2008, in the

~ unts set forth in the Schedule Y attached to the Bond Purchase Agreement and
~eorporated in and made a part of the Series 2005 B Bonds. The Series 2005 B Bonds
|~hall subject redemption upon the written consent of the Authority and the DEP,be to
~dupon payment redemption premium, if any, and otherwise in compliance withof the
[~the Bond Purchase Agreement, so long as the Autt~ority shall be the Registered Owner of

~e Series 2005 B Bonds. The Series 2005 B Bonds are subject to an Administrative Fee

~f0.5%

~CI022484. I } 3



Section 2. All other provisions relating to the Bonds and the text of the
shall be in substantially the form provided in the Resolution.

Section 3. The Issuer hereby ratifies, approves and accepts the Loan

~i:ii~greement and the Bond Purchase Agreement, including all schedules and exhibits
~ttached thereto, a copy of which is incorporated herein by reference, and the execution
~d delivery of the Loan Agreement and the Bond Purchase Agreement by the

~:.,’-i~!~ . . ....
i~hairperson and the performance of the obhgatlom contained thereto, on behalf of the

~!~suer, are hereby authorized, approved and directed. The Issuer hereby affirms all
~venants and representations made in the Loan Agreement and the Bond Purchase

ement and in the applications to the Council and the Authority~ The price of the
F~onds shall be 100 ~ of par value, there being no interest accrued thereon, provided that
~he proceeds of the Bonds shall be advanced from time to time as requisitioned by the

l~ssuer.

(-:!: Section 4. The Issuer hereby appoints and designates City National Bank
~f WV, Beckley/Charleston, West Virginia, to serve as Registrar (the ’.’Registrar") for the
|~edes 2005 Bonds under the Resolution and approves and accepts the Registrar’s
~greement to be dated the date of delivery of the Bonds, by and between the Issuer and

Registrar, and the execution and delivery of the Registrar’s A cement bthe
~hairperson, and the performance of the obligations contained therein, on behalf ofthe
.~!~suer, are hereby authorized, directed and approved

Section 5. The Issuer hereby appoints and designates the West Virginia
~al Bond Commission, Charleston, West Virginia (the "Commission"), to serve as

Paying Agent for the Series 2005 Bonds under the Resolution.

Section 6. The Issuer hereby appoints and designates City National Bank
, Beckley/Charleston, West Virginia, to serve as the Depository Bank.

Section 7. Series 2005 A Bonds proceeds in the amount of $-0- shall be
in the Series 2005 A Bonds Sinking Fund as capitalized interest.

~l~deposited
Section 8. Series 2005 B Bonds proceeds in the amount of $-0- shall be

in the Series 2005 B Bonds Sinking Fund as capitalized interest.

Section 9. Series 2005 A Bonds proceeds in the amount of $-0- shall be

~ postted in the Series 2005 A Bonds Reserve Account.,

Section 10. Series 2005 B Bonds proceeds in the amount of $152,300 shall~e~’ deposited in the Series 2005 B Bonds Reserve Account.



Section 11. The remaining proceeds of the Bonds, as advanced from time
to time, shall be deposited in the Series 2005 Bonds Construction Trust Funds, as
received by the Issuer for payment of costs of the Project, including costs of issuance of
the Bonds. $185,328.93 of the proceeds of the Series 2005 A Bonds shall be deposited
with the Commission for payment in full of the Series 2003 Bonds.

Section 12. The Chairperson and Secretary are hereby authorized and
to execute and deliver such other documents and certificates required or
in connection with ~e Bonds hereby and by the Resolution approved and
for, to the end that the Series 2005 Bonds may be .delivered to the Authority
to the Loan Agreement on or about December 13, 2005.

Section 13. The Project and the financ’.mg thereof in part with proceeds of
Bonds are in the public interest, serve a public purpose of the Issuer and will promote

!the health, welfare and safety of the resident of the Issuer.

Section 14. The Issuer hereby determines to invest all moneys in the funds
accounts established by the Resolution held by the Depository Bank until expended,

:~in money market accounts secured by a pledge of Government Obligations, and therefore,
Issuer hereby directs the Depository Bank to invest all moneys in such money market

until further directed in writing by the Issuer. Moneys in the Sinking Funds and
Reserve Accounts shall be invested by the Commission in the West Virginia

Fund.

Section 15. The Issuer hereby approves and accepts all contracts relating to
design of the Project.

Section 16. The Issuer hereby approves the costs of issuance and
s the payment of the same.

Section 17. This Supplemental Resolution shall be effective immediately
g the adoption hereof.



Adopted this 13th day of December, 2005.

Chairperson

Member



Public
,,tuber, 2005.

CERTIFICATION-

Certified as a true copy of a Supplemental P.esolution duly adopted by the
Service Board of Shady Springs Public Service District on the 13t~ day of

Dated this 13~ day of December, 2005.

Secretary



Bo, a es Rice
600 Quarrier Street Charleston, West Virginia 25301 *~" Post Office Box 1386 Charleston, West Virginia 25325-1386 (304) 347-1100 *~" www.bowlesrice.com

CLOSING MEMORANDUM

To:

From:

Date:

Re:

Financing Team

Camden P. Siegrist, Esquire

October 25, 2010

Shady Springs Public Service District
Sewer Revenue Bonds, Series 2010 (Clean Water State Revolving Fund)

1. DISBURSEMENT TO THE SHADY SPRINGS PUBLIC SERVICE DISTRICT

A. Payor:
Payee:

Source:

Amount:
Form:
ABA #:
Account:
Bank:
Contact:

Account:

West Virginia Department of Environmental Protection
Shady Springs Public Service District
P.O. Box 235
Beaver, West Virginia 25813
Series 2010 Sewer Revenue Bonds
$292,528.00
Wire
051904524
8004530872
City National Bank of West Virginia
Diane Keller, 304-255-7310
One Park Avenue, Beckley, West Virginia 25801
Series 2010 Bonds Construction Trust Fund

CHARLESTON - MARTINSBURG ¯ MORGANTOWN ¯ PARKERSBURG, WEST VIRGINIA
LEXINGTON, KENTUCKY ¯ WINCHESTER, VIRGINIA

3184720
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ARTICLE 13A

PUBLIC SERVICE DISTRICTS

Leg-islafive findings.
Juris,d..ictio, n, of the.public service commission.
County commissions to develop plan to create, consolidate, merge~ ex-

pand or dissolve public service districts.
General purpose Of districts
Creation of districts by county commission;-enlarging, reducing, merg-
~ ing, ordis~olVing~dis~riCt; consolidati0n; agi~eemer~ts, etc.; in~ringir~g

Ul~ri pbx~ers~ t~f c~nty Commission; filing’ list ~ ~members and districts
withtheSe’~retary of State.

District :to be a public corporation and political subdivision; powers
thereof; public service boards

Removal of members of pu,b, lic service board.
Board chairman; member~ Compensation; procedure; district name.
General manage~ of board.
Empl~0yees of boar&’
Acquisition.and operation iof district properties.
Acquisition and purchase of public service properties; right of eminent

domain; extraterritorial powers.
Rules; service rates and charges; discontinuance of service; required

water and-sewer connections; lien for delinquent fees.
Limitations with respect to foreclosure.
Budget.
Accounts; audit.
Disbursement of district funds.
Revenue bonds.
Items included in cost Of properties.
Bonds may be secured by trust indenture.
Sinking fund for revenue bonds.
Collection, etc., .of. revenues and enforcement of covenants; default; suit,

etc., by bondholder or trustee to compel performance of duties; ap-
pointment and powers of receiver.

Operating contracts.
Sale, lease or rental of water, sewer, stormwater or gas system by district;

distribution of proceeds.
Statutory mortgage lien created; foreclosure thereof.
Refunding revenue bonds.
Cc;mp~et~ authority of article; liberal construction; district to be. public

instrumentality; tax exemption.
Validation of prior aC~S and proceedings of county courts for creation of

districts, inclusion Of"additional terFitory, and appointment of members
of district boards.                                          _.

Validation of acts and proceedings of public service boards.
Acceptance of loans, grants or temporary advances.
Borrowing and bond issuance; procedure.

aA~| ,,~ Legislative findings
3f the state of West Virginia hereby-determines and finds that

public service districts within the state has provided a
at.a: reasonable coSt~to persons who would otherwise have been
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§ 16-13A-1 PUBLIC HEALTH

unable to obtain public utility services. To further this effort, and to insure that
all areas of the state are benefiting from ~h~ a~cailability of public service district
utility services and to further correct areas with health hazards, the Legislature
concludes that it is in the best interest of flae publi6 to implement better
management of public service district resources by expanding the ability a~
the authority of the public service commission to assist public service
by offering advice and assistance in operational, fin’ancial .an,.d
affairs. , ,.

In addition to the expanded powers which shall be given to the.public servi~e
commission, the Legislaturealso concludes that it is in the best interest bf~t~e
public for each county commission to review currentteChnology available and
consider ~onsolidating existing public service districts~ ;where it is feasible
will not result in the interference with existing bond instruments. Further,
such consolidation is not feasible, the Legislature finds that it is in the best.
interest of the public for each county commission to review current techri6[0-~
available and COnsider consolidating or cemrhli~’ing the management of
service districts within its county or multi-county, area ,to achieve efficiency..6
operations. The Legislature also finds that-additional guidelines shoul~..l~
imposed on the creation of new public service districts and that 6t~un~
commissions shall dissolve inactive public service districts as hereinafte~r, pr~
vide& The Legislature also finds that the public service commission
promulgate rules and regulations to effectuate
the commission relating to public service districts.

Acts 1953, c. 147; Acts 1980, c. 60; Acts 1986, c. 81.

Cross References

County courts, authority to make grants for water and sewer systems~ see § 7-1-3t:

Administrative Code References
Sewer utilities regulations, see W. Va. Code St. R. § 150-5-1 et seq:.

Counties ~= 18.
Municipal Corporations ~=5, 6.
Public Utilities ~=145.
Wesflaw Topic Nos. 104, 268, 317A.

Library References

In general 2
Admissibility of evidence 8
Construction and application 3
Costs 9
Creation and enforcement of liens
Eminent domain powers 4
Property of public service district
Rates and charges for service 6

7

5

C.J.S..Cotmties § 31: . ;)~i~,, .....
C.J.S. Municipal Corporations § 1t.;.
C.J.S. Public Utilitie~ ~j 26 to 32, 159~

169 to 171, 177 to 178.

NOtes of D~lsio~                      2%
Validity 1

1. Validity
Title of act authorizing Creation of

vice districts in connection with

ter and sewerage services,
and p~Jrposes of
board; and
requirements.: Acts. 1’953, c.
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PUBLIC/SERVICE DISTRICTS

§ 30. ,State:ex rel. McMillion v. Stahl, 1955,. 89
S,E.2d 693, 141 W.Va. 233.. Statutes ~, 123(3);
Statu.tes ~: 123(5)
..~Statute authorizing creation of public: service

districts :violates no provision of State Constitu-
’tion, hog is it violative of Fourteenth. Amend-
ment to United States: Constitution = Act 1953,
c...l~4T, U.S,C.A.COnst. Amend 14 State ex tel.
McMillion v, Stahl, 1955, 89 S.E 2d 693,’ i,41

~W.Va. 233. Constitutional Law ~, 4056; Mu-
~’nicipal Corporations ¢= 4
i In statute authorizing,creation~of public ser-~
:y,i~c¢ dis,tric.ts, provision for delinquent fixed
~ate~..ar~d ~harges for services rendered to be
:l~n on pr~mis,es served Wfis n6t tmconstitution-
i:~ as depriving 0wne-rs of property without due
!..process 0f law or as violating Fourteenth
~nendment of United States Constitution or
.~pp!icable provisions~ 9f .State. Constitution.
~:khts. 1953;, c. 147, § 1 et ~q~i Cons~. art..3, §§ 9;
i~0:i: U.S.C.A.Const. Amend~ 14 .:State ex
McMillion v. Stahl, 1955, 89 S.E~2d 693, 141
W.Va. 233. Constitutional Law ~, 4416; Mu-
nicipal Corporations ~= 408(1)

authorizing creation of public service
in so far ~ it requires C0~inty

to be inclUtted in public
and appoint a hoard’to govern

involve unconstitutional
judicial functions to the C6urh~

.Acts 1953, c.147; Const~ art. 8, §2~
~X tel McMillion v. Sth~hl, 1955, 89 S.E.2d
141 W.Va. 233. Constitutional Law
Municipal Corporations ~= 4

§ 16-13A-1
Note 6

provision which in substance provides,that all
corporations shall be created by general laws
and which is applicable to private corporations.
Acts.1953;.c. 147, § 1 et seq.; Const. art. 11, §-1.
State ex tel. McMillion v. Stalal, 1955, 89 S.E.2d
693, 141 W.Va. 233. Statutes ¢= 80(3)

4[: !- Em~f~t domain l~wers
Where nt;tice~ he.aring and order with respect

tol Creation of ptiblic service district considered
only the quCsfiofi of fi.wnishing water, such dis-
trict was Created only for~the purposes of fu~
n]~hing ~wat~r services, hnd had ~o power
condemn real bstate for sewerage ~aciliti~L
code, i6-13A-l,]-6_13AL~ Cah3~t Public’ Se~-
~ce Dist: x/i: Ta~ Coali:C0.~ 1973, f95 S.E.2d
647, 156 W.Va. 606. ~E~inent Domain :~=

Eonde ~rmaation by piab~i¢ ~ervice~district is not
a taking of private property for private use in
violation of applicable:conStitutional prot, iai’on:
Const. art. 3; § 9~ State ex-rel.: McMillion v.
Stahl,.. 1955, ~.8.9.,S.E.2d: 693, 141: W.Va, 233,
Eminent Domain ~ 13

S, Property of PUb!i~ service.district ~"
P~:operty Of pubi:iC Service distyic,t:~is public

property used for public purposes, dnd~ under
constitutional provision that. Public: prdper~
shall ~be exempt from taxation: statU~ au~ori~-
ing :~i’eati0n 6f,public’ s6/:vice/dis~’icts and
g/-a~fiii~ tax e~fihption ~ r~bt ~01htiVd0f
stitutionaX’pt6vision requiring, that!:tiakafi0n b~
equal.and unifbi~rn throughout .state:. : AC~s 1953~
e. 147, § 1 6t~eq:;. Const: art:i0, § 1. State
reL l~cMillibh v. Stahl, i955, 89 S.E.2d 693,
141 W.Va. 233. Taxation ¢= 2289~;~,2;’ In general

~z!~e:~::~t, A pubhc se~ce district may be created for6. ~tes ~d ch~ges for se~

~..Co., 1973, 195 S E 2d 647, 156.W Va 606bonds of pubic se~ce district in m~d~us
tmc~p~ Co~oraflons ~ 5 " ......... ’ proceeding to compei"~s~t :t~ establish and
~r~fiO~ and operation :of w~t~ 6r Sanita~ collect rates for se~ee~ ~n~ered by dis~ct
tricts or authorities-by issuance of revenue
ids payable from revenues are authorized.
1~:-16~13A-’1 et seq. ::Statd.’ex tel. Appala-
m,P0wer Co. v. ,Gainer,. 1965~: 143, S.~E-.2d
~;~’i~�9 w.va. 740~ Hefilth ~ 369;waters

sufficient to provide for all .operational and
maintenance expenses, to pay, when due, prin-

" cipal and ~nterest of’ revenue .~bonds issued by
district, and to: file tariff reflecting such charges
~fi PUblic serVic~ .Co~mnissi~n, ~d any i:elief

[~ater Courses ¢:= 183.5 "-" aff6rd~d! imder pl~6Vi~ions ~6f’ fdderal statute
court may .. use~ Federal Revenue could: not ,upersede relief which could be grant-

Funds for ordinary and necessary ed in m~ndamus pi’oce~din~: S~uri~s ~i of
and operating expenses for :~kag~ ~ 1933, § ! "1 ~t: seq,, - 15 U~S’:C.AJ §-7~a :-6t: Seq.~

and p01[ution abatement, Code, 16~-l~A-q et seq. State ex reLAllstate
and nec~ess~,capital expendi-’inL Co~ v~;i)rli~fl i~tlbli~ s~vice’Di~t., q966, i51

/’ia~ bu~ ~v" i~t~t use suchS:E.2dI102: .iS,1. W.Va; 207. Mandamus ~=~ 3(8)
for matching purposes u~der any other Corporations holdirig Se~v~r,~i~venue bonds of

program. 55 W.Va. Op.Atty.Gen. public servi~e district, a public corporation and
ane 27, 1973) 1973 WL 159152. political subdivision of state, hhd right by man-

damus to enforce and compel district and mere-
application .... . bers of the Public Service Board to establish,service district is a public"~b~p0ra~ " �tq~i~g~"and collect rates for services rendered

does not come within constitutional by district sufficient to provide for all operation-
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§ 16-13A-1
Note 6

al and maintenance expenses, to pay, when due,
principal and interest of revenue bonds issued
by district, and to file tariffs reflecting such
charges with Public Service Commission.
Code, 16-13A-1 et seq., 16-13A-9) 16-13A-10,
16-13A-13, 16-13A-17. State ex rel. Allstate
Ins. Co. v. Union Public Service Dist., 1966, 151
S.E.2d 102, 151 W.Va. 207. Mandarhus~ 110

It was ministerial duty of chairman of public
service board of public service district to sign
revenue bonds and to assist in effectuating their
issuance, and in view of constitutionality of stat-
ute ’authorizing creation of the public service
board, relator’s showing of legal right to require
performance of such duty, was sufficient and
writ of mandamus would issue~ Acts 19531 c.
147. State ex rel~’McMi!lion v. Stahl, 1955, 89
S.E.2d 693, 141 W~Va. 233. Mandamus ~= 103

7. Creation and enforcement of liens
Public Service district!s failure to docket n0-

rice of lien prior to date purchaser recorded
deed of trust prevented district from’ enforcing
sewer lien against purchase(~ Code, 16-13A-9,
38-10C-1. MCClun~ Inves~ents, Inc. v. Green
Valley Community Public Service Dist., 1997,
485 S.E.2d 434; 199 W.Va. 490. Municipal
Corporations ~= 712(7)

Public service district liens mu~t be docketed
to be enforceable against purchaser of prope~
for valuable consideration, : without ~n0tic~.
Code, 16-13A-9, 38-10C,1. McClung Invest-
ments, Inc. v. Greet/Valley Co,unity Public
Service Dist., i997, 485 S.E.2d 434, 199 W.Va~
490. Gas ~=~ 14.6; MuniCipal Corporations ~
712(7); Waters And Water Courses ~= 203(14)

: PUBLIC HEALT~H

Statute authorizing~creation of-publ:ic.servic~
districts confers upon public service~board au:
thority to create mortgage lien on .the property
of public service district, and. action .of legisla-

legislaturCs power.’ Acts 1953, c~ 147; Const:
a~t. 10, § 8. State ex rel. McMillion v.: Smhl;
1955, 89 .S:E.2d 693, 141 W.Vm 233. Mi~iaici~
pal Corporations ~= 222; Municipal Corp0rhi
tions ~= 225(1)                ~

8. Admissibility of evidence i .....
Extrinsic evidence relating to background ~d

negotiations with regard to forming a: publi~
service district were not admissible in regard!!:~
construction of a contract for furnishing of
ter, where contract language was clear and fi~
ambiguous that district was to furnish water
customer should require. Berkeley
Public Service Dist, v. Vitro Corp. of
1968, 162 S.E.2d 189, 152 W.Va. 252.
dence ~= 448

9. Costs
Costs of pi~0ceed~ng whereby

of statute authorizing creation of
districts was tested would not be
defendant who was chairman of publi6
board and who, honestly and in
though mistakenly, endeavored to
duty in.: refusing to sign revenue
each litigant would pay his own costs.
1953, c~ 147. State ex rel.
1955, 89 S.E.2d 693, 141 W.Va. 233."
mus ~’ 190

§ 16-13A-la. Jurisdiction ofthe public service commission

The jurisdiction of the public service commission ¯relating to public
districts shall b~ expanded to include the following powers and such
shall be in addition to all other powers of the public service
forth in this code: ¯

(a) To study, modify,~, approve, deny or~ amend :the plans
section one,b= of" this ’artic!.e for, e0nsolid~tion :or merger :of
districts and their facilities, perSonnd or administration; .... ’ ....

(b) To petition the apprOpr~ate circuit court for the removalof
service district board member 6r members; ~and,., .......

(c) To ci-eate ~by gene~aI’o~d~i~ a separate ~division~~thin the public
commission to provide assistartce, to .public servi~,districts~ :in
operational, financial and regulatorymatters. ,      : " :

Acts 1986, c. 81’..~ :’ , ::, ¯

¯ : "’’ ": ’ Libr~ References
Public Utilities ~,145. ¯ ~ Westlaw Topic No. 317A.
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PUBLIC SERVICE DISTRICTS

C.J.S. Public Utilities §§ 26 to 32, 159 to. 167,
169 to 171,177 to 178.

§~ l6~l.3A~-lb

Notes of Decisions
In general i " : ~ .v1995, 464 S.E.2d 777, 195 W.Va. 135. Public

Utilities ~= 123
1. In general Legislature sought to establi~sh in Public Ser-

Statute clearly and unambiguously gives Pub-vice Commission (PSC) govei-nmer/tal entity
lic Service Commission (PSC) power to reducewhich would protect public from unfair rates
or increase utility rates whenever it finds that:and. practices by public utilities and also. en~ure
e~sting rate is unjust, unreasonable, insuffi-that public utilities are given competitive return
d~fint, or Unjustly discrirdinatory or otherwise"infoi" their StOckholders. .Code,,24-2-3. ~; State’ ex
violation-:of, any Provision ~of :legislation govern=rek-..Water~ Development .Authori~. v~ Northerning, Commission. Code, 24-1-1 et seq., 24-2-3.Wayne County Public Service Dist. 1995, 464S~eex!’~el..Water Development Authority v~s.E.2d 777f i95 W~Va. 13~’. Public UtilitiesNorthern Wa~rne"County Public Servic~ DiSt,:,

1231~Public~Utilitie~ ~=..~129 ¯ ¯

§~i~i:--I 6"t3A-lb;~ County commissionsto develop plan’ to create~: consolidate,

~i .....
merge, expand.or dissolve public se/’Vice districts

,~ ~Each county,commission[shall ¢on~u~t a Study~0f~allpublic service diStriCts
Which have. their, principal offices :within its’ ~c-0unty .and shalldeVelop., a,..’.pian

i~9~ating tO the creation~ consolidafion~mergev; e,xpansion or dissolution.of~such
or the consolidation or ,merger: of ~,~~..anagement. and administrative
and personnel and shall ,presenv.such_~ plan. to the public,,service-

.for, approval, disapprovaL.or, modification: Provided, That within

effective date: of this section each county cornmissioniti this
~elect either ~to perform its own..study, or ,request, ,that the :public

commission perform, such study. Each county commission electing ,to
i,ts own study:has one year from the date:~of.ele~tion to present ’:such

public~ service-commission. For:: each .county. whetein, the l county
elects notto performits own study, the publiC,service commi~io~i~

a~, study: o~,such county. :.The public Semite~ commission shall~
sc, hedule for sfi~h $tudies upon aprioi~it~-basis, with ~those ~c6unties

have ~he~ greatest ....need oh ci~eati’ori~ Or ~�o~/solidati0n
distrfcts receiving ~!the ;higheSt priority.. In : establishing ~the

~i~dule; andin th~ perfo~afice-of: 6hch ~tud . t_ y he bure~ih of "ubtic"
~~~di~is .... : .......~~ ....~ , ~ : - ...... " "- , p , "health~ ~nd~:~. !on ot environmentalproteCtion ~hall o~ertheir a~~~a-z~

~n’tia-~he pfiblie sei~vice.~com~s~on:.~,~ .i ......... !! ,~o*,?~.~*~,a,~ cooper=’
~iw’,,. ~ . , ...... ,:. Upon completaon b~� the ublic serCic~~mmlssion of each study, it shall ~be:subr~:ff~ed to the appropriate

~..~ss~on for rewew and comment:’ Each ............ .......... .... ¯~h:i-~i~ C6flnW Commission has six.m0~fl~,
~!I ..... to- review ~the ~tUdy :�ondtlcted b~ ’.th&~’:~ ’ ",:~,~,.~ ........... ~ ................ y pubhc service corn .........
~ g or modifications thereof, and Ores6nt sti ~~I~,,

~f~ �~m~ss~°n" . ~A!! co_unty plans, "wh&liei~ coi~d~cted
~~ssmn ~tself or submmed as a result of a n~hlfiz ~:2.~.;;2~

~.~.~, oy freer, oea roved .......... ’ ...... ’ Y~ .~ ........ pp , dlsa roved or mo ............ .............. , . ~. - PP d~fied b the ubo .............. -’ . ........ . ~, , y .~ p hc sery~ce~s~!on ~n a~cordance wath rules promulgated by: the ptibliC~ Service cO~

~i~n: and"~s’fi~fi ~3bd~i~Sfiall b6 ’i~n iernent~~ ’ ’ ~ " .........:
~i~ ................. p, d b~.::the county commxsslon.
~3~986 c.~8:l:;~Acts 1994, e. 61.. ; ...... ,,_:;, z- -
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§ 16-13A-.lb

Cross References

Public Service Commission, participation in studies, see § 24-1-1b.

Counties ~=18, 47.
Westlaw Topic .No. 104.
C.J.S. Counties §§ 31, 70 to 73.

Libr~y References

§ 16-13A-1 c..General purpose of districts
Ariy;territ0ry constituting the ~whole or any part of one or more counti6g

the.:~state so situated that the: construction or acquisition by
otherwise and the maintenance, operation, improvement and
properties supplying water, sewerage or stormwater services or gas
services or all of these within such territory, will be conducive to the
tion..q~ the public h~a~th, comfo~ and convenience of such area,,i~
constituted a~ public sgrvice,distri~t: un~ der and in~the manner provided
article. The words "public service properties," when used in this article,
mear/and include any facility used or to be used. for or in connection with~
The~diversion, .development~’pumpi~qg, impounding, treatrrient, -storage;
button orfUrnishing of water to or for the public for industri~l,
or other. uses (herein sometim’es referred to as "water facilities");
collection, treatment, purification or ~disposal of liquid or solid wastes,
or industrial wastes (herein sometimes ’referred to as
"landfills"); (3) the distribution or the fUrnishing of natural gfis to thd~
for industrial, public, private or other uses (herein sometimes
"gas:utilities or gas system"); or (4) the . collection, control
stormwater (herein .sometimes ~eferred to as "stormwater system~ or
water systems"), ~.or (5) the management, operation, maintenance and
storm~a~er and stormwater systems (herein sometimes
water .management program" or "stormwate.r management progra~s:~;
usedin ,this article .... .or~ stormwa~er system
Sto~wa, tgr.,~SYS.t~m in its ~entire, ty or any ~ntcgra! pa~,the~eof use&t0~

contm!-or::idispg~e ..0f stormwater,, and includes" gll facil.ities
natur..a:~.i~water:~ co~ses used for ~collecting~. and, co}aducting
thrppgh and from drainage areas to the points 9f final
limited to, :any and all of the foilowing:..Inlets, conduits, outlets;
pond~, d~ainage’ ebsdments, water :quaii~ fa~iiitiesi..~dai~ t bas
streams, gulches, flumes,. Culve~s, slpt~ons, re~tenfion id{.dete tioni
fl0od~allsipipe~i’ fibod donlroi sysi:e~ns, ievies:a)~d pt~mpi/ig tatioi
That the te ~rm, stormwater System~. or. storm..w..a~er systems
high,rays; ,r6ad~nd drainage easements, of st6’ .rmwater facilities
owned of ope/2ated ’b9 iiih Wbs~ :virginia: division 6f h~ghways:

¯ .. ’-,.~, .’ .    :: -      : .,    :.’. .’ .....,;:~.: . :. ):~ ~f, :’..-’:},x. , ";t!-~ ;..
amcle, stormwater management program or stormwater
grams means those actii/ifidS~ associated With th~ maiaa
maiia~tenanc~: and control of stbrmwatei-and
but i~qaot limited to, p~blie edtication; stbr~water
quality improvement, mapping, planning, flood .control,
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ment and any other .activities required by state and federal law: Provided,
however, That the term "stormwater management program’~ or "stormwater
management programs" does not include those activities associated with the
~:,~.~ agemdnt, operation, maintenanC~e arid control of"highx~ays, road arid drain-
~ ~~ e~ements, or sto~water faCiiitie~ ~ons~cted, 0~ed or operated by th~

Virgi~a divisi6n 0f highway~ w~oa~ the"~x~ess a~ment of the
~’~ 0f highWays. ~ ~    -~ - -    ’ "

A¢~s 1~86,.c. 81; Ac~ 2002; c. 272, .eff~:~ days after M~rch 9, 2002

c,~ ~"
Libr~ References ..... :

CJ.S: ~unfies ~ 31.
~12. ’    " " ~.Y.~ Gas ~. ~3"t~4~M~icipM Corporations ~5, 6~::

CJ.~. M~ic~ �0rporations ~ ii.~. ,~aters and Water Courses ~183.5.
f~Westlaw T6pic No~. 104, 190; 268, 405. C.J.S. Waters ~ 483, 543 to 581.

;,:Creation of diS~ic~ by ~un~ commisslom~ enl~ng, reduc-
ihg,-mer~ng; or dissolving district; comolidation; ,a~ee-,
men~,etc.; i~ringinffu~n powers" ofcoun~ co~ission;

.. ~ .fding list of members ~d: distric~~ with the ~Secreta~ of
~State -                   ~. : ,,           - ~

The coun~ co~ission of ~Y cou~ may propose ~e creatidn, enlarge-

dissolution, ~or consolidation of a public Se~iqe
~ following ~dthqds.~ (1~ bn i~ b~motiOn by o;der

, reco~enaat~on:of~e Public Se~ice Commission, or.nW:five percent Of ~h~ ~eg~s~r~~ vot~’~swhO ~eside within
0f the posed publi~ s~ice~Stri~ w~tMn ’one 0r more �ouniies,
m’sha contain~ des6rip[ion, i~]u~ing me~eS~bounds, Sufficient~

r the ~te~ito~ t6 56 ~br~ced ~r~n andt~ ~e of shch:~o~:~s~d
9roVide¢ Th~ ~el ~e;"effb~ti~dh~e ’~f ~hiS :~~cti~n; n0

;disffiCt Shhli b~ Crehted, enlarged,    duced :: e g d/disS0ived
~de~ thi~ ~e~tion ~th0ht:ihe ~ttefl bonsdfit’ a~d~pp~al0f the P~blld
Commis~bn, whi6h hppr~i"dnd ~bfi~en~ Sfiaiiff in a~cbrdah~*~ith

~ulgated by ~ :Publ~c S:~ice C0~issi~~ ~nd:mhy o~y(b~ requestS-’
onsent is given by the approp~iat~ coun~ ComMiSsiOn 5r

t6 this ~bcfioh:.~ Afiy~t~to~ mhy :~6~ ia~!uded ~egardle~S; of wheth~
terfi~0~ includ6~ 6ne :~ mbre Cities, ifiC0~a~ed
co~orations"~hi~h ~ ~nd operate ~ny ~phbii6

3r not it~includes one or more~ eities; in~o~orated
other municipal co~orations.being se~ed:by privately:owned public.

Provided, however, That the .same territo~ sha:l[~ not ~be
than ~one~ public ~se~ce district .except

the terri(o~ or pa~ thereof is~4ncluded within~ ~e. bound~ies of a

district organized t0 supply water,,:sewerage~se~ices,
gas facilities notbei, ng M~ished.wi~in:such:terfito~

ProVided.~nher~ That :no ci~;.inco~orated town~ or~o~er :m~ici-~
shall be included within~ the ;boundaries ~of.the proposed dis~ricv
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except upon the adoption of a resolution of the governing body of the city;,~
incorporated town or other municipa[corporation consenting.

(b).The petition shall be filed in the office of the clerk of the
commission of the county in which the territory to constitute the propO~:

district is gituated~ and if the territory is situated in more than one county,
the petition~ ;shail~ be filed in the office of the clerk of the county commissidfi::~d~:
the county in which the major portion of the territory extends, and a :d~lS~
thereof (omitting signatures) shall be fried with each of the clerks of the ~0u~i~
commission of the other county or .counties into which the territory extends~:
The clerk of the county commission recei{zing ~such petition shall present it .tO
the county commission., of the county at the first regular meeting after the fiiifig
or at a special meeting called for the consideration thereof. ~:,~ ....

(c) When the county commission of any county enters an order, on
motion proposing the creation, enlargement, reduction, merger, dissolution
consolidation of a public;service d~strict, as aforesaid, or when. a
creati.on.i.is~.presented, as aforesaid, the county commission shall at      .
session.., fi-x a :.date of hearing in :the county on the creation,
reduction, merger, !dissolutionor consolidation ~of the p~oposed public
district, which date so fixed shall be not more than forty days nor less
twenty days from the date of the action. Within ten days of fixing the
heating, the county commission shall provide the ExeCUtive
Public Service Commission with a copy of the order or petition ’~
of the time and place of the hearing to be held by the county
the territory proposed to be included is situated in more than one
county commission, when f’Lxing a date of heating, shall provide
the county commission ~ind clerk :thereof Of each of the other

x~hi¢~ the ~territory extends of~th~dhte so fixed. The ~lerk Of
~:bM~ion of each c0~hty’~in whic~h any territory in the
service district is iocated.shall cause notice of the hearing and

pl@~e:.thereof, and setting forth a deScript~o~ of all
b~ i~it/d~d therein ~0 be given by 15ubiicafibri as a Class I le
ii~’~bn~piiance with the p~0visions 0f"hrtici~ ~tl~:~e,.~chapter
cod~ ~/nd the pulSli~ation area for fhe ptibiicaticn Shall be

each ci~;,’ :incorporated town o~ municipal corporation if
coiJn~ in wi~ich an~e~rit6ry in the proposed pubiiC)service disti~ict
The p~bllca~{on shalibe at least te~dayS prior ~6 the~aring.

(d) in .all cases.where proceedings for the creation
merger, dissolution or.-consolidation of the public servic~
by pet_itiorl as aforesaid, the ~person filing the petition shall advance
torily indemnify the payment. of the cost and expenses of.
notice, and...otherwise the costs and expenses of the notice shall be~
first instance by-the, county commission out: of contingent
funds available_ or made available .for ,that purpose. In
required herein, to ’ be ~published; there shall also be. ~posted in
~0nspiCuous places, inl,the proposed public, service district,
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the same:information as is contained in the published:notice., ’The posted
nOticesshall, be posted~not, less than ten days before’the~hearing:.~ .... .....

:: (e) :All~p~i:aoOs residing in Or owning or h/tving"~ipy ifitei~est i~
~9.pos~Plabl’i~" ~ice~ di~tri~t sh~ll have an oov~rtfi~
’~-~’-~i~st ~" .: ~.’~’:’ ::.- - ..... ~..~ .--. ~ . . .~eard for andaga    as creanon, enlargement, reduction, mer er dissoluti~fi
tmn. at me neanng me county commission before ~hl~h ~e .heaH~
6~dfi~t~fl shali ’consider ~and determine the"feasibili~ of the.~rea~ibn, e~ar~e:
~n~, .~eduction, .me~ger~"di~solutlbn or Co~SolidatiOfi’ ’ "~.~.,.~.~.. ........ . ~ . . . of the ro osed ~s~ct

p~chageor ot~e~ise and: maintenance ~*~ ~
~ibn 8f ~blic s~ice prope~ieg by thepublic.se~ie6~-diSt{ict will be c0nduci~e

of public health, eo~o~ and cob ’~iAno~- . ve ....,~ ~- ~u~n area,~t~e
y order c~eate, efilar~e;’ r~d~e;

such ~, diSt~l~? I( the"~b~6¯
~af ~e propos~d~;di~ffict

~ ~fi~:wdge~ation 0f publi~hOalth, �o~o~ or conveniefice of~he ~ea or that

~:..creauon, emargement; ~eductlon, merger, dissolution Or
~¢#~6sed dlstrlcf~ ~s: :g~f f0~h arid"&s~i~d in the petiti~fi::6~ o~der
~:.~le,:.i~may~re~~ t~’ e~t6r’~n O~der’cr~atihg the~ di~tric~8’~:it~y enfer a~
~q~r ~ending. the.~fle~crip~fion of me p~6~0sed :~s~fi6~ ~ndc£af~~ 6nla~-e
~.~fla~e/~mergb,~9i~e br ~6~blidate th~’~tri6t ~ ~mend~d. ~ :~" :: ’’" ’ ~..’

If the counW com~sslon determlnes .t~at any~t~g~ ~pubhc se~xce, dlstrlct
z sere the area of ~e proposed public se~ice district,
.~edaetion, merg~r~"dis~6iptibn%k~ cbn~oiida~ioh~ it
order, but s~all e)~te~ ~n 6rdef c~ea~i~g):~flla~ging~

merging, dissolving or consolidating ~hChrea wi~~ a~ ~6~i~fi~g public
:in a~bb~dance with roles adopted by the Public Se~iceCom,

:~fi~d~e:. ’Progid~6’. That ~o. ehl~rgement 6f ~a publi~ se~ce
may 0cc~ if"~ pre~entb~ p~0~d¯ ~cai facilities ~f:.th~pubiic
district are deter~ned by the appropriate counW commission or the

Commission to be i,nadequste, to provide such enlarged se~ice.
of ~e co~ commission of each co~W into which any p~ of such

~shall retain in his office an authentic copy of the order creating,
reducing, merging, dissolving or consolidating the district: ~ovided,

That ~thin ten days ~[,.~he ent~ 9f an order creating, enlarging,
merging, dissolv~g or consolidating a district, such order must be

review and,. approval by the Public Se~ce Co~ission,~.~
a’heAring in the affected counw 0n~he:~a~er

"ect or modi~ the order of the co~w co~i~gi~ff~i~
is in intere~ of ~e publiC to do s0: The

shall ad0pf ~l~s belating to such filings and the approvgt, disAp~
l~,.or..modificat~o~ of"e0unW 6ommission orders for creating, enlarging~

,-~dissolving or-,consolidating dis~icts. The provisions of this/~eefion
to"the implememation by a counW~"co~i~i6~. 0f an~order

x Se~ice CommiSsion puksfiant t0. thi~. ~6~’~0n’ afid,’~hction
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(g)...,The coun~ commission may, if in its discretion it deems it necessa~
feasible and proper, enlarge the district to include additional areas, reduce~the
area of the district, where facilities, equipment, service or materials have not
been ~tefided~ c~r d[ss~i~e the di~ti:iCt if inactive or : " "

more such disfi:icts. If "d0hsolidation of districts
commission may consolidate and centralize management
districts within its county or multi-county area to achieve efficiency
tionsl~ ProViddd’, That wh6r6~th~ county commisgion determines on
moii~n by order enteked of recdrd, or there is a petition to enlarge
merge and�0nsolidhtg dis~ridts, Or ihe management and administratiofl
of, reduce the area of: the district or dissolve the district if inactive,
applic~ib[~" provisions of thi~ articl6 ~roviding for hearing, notk
@pr6~i by the Pubii~"~ervice ’C0~mission shali"~pply. The
at all ~ii~eS attempt to :b~iiig about ~the enlargem~ent or merger
servid~/iisti:icts in or&r to pr0v{~i6 increased servides and to
for creation Of new publicservide districts in those areas which are~:
Currei4tly serviced by a public Sg/2vice’ dist~ici: PrO~,~ded, ilowever, Thai ....
two ~r m0~:e public service districts are consolidated pursuant to thk,
any rate &fferent~als may continue forthe period of bonded
incun:ed pi;ior to cbnsoiidation. The. districts may. n0t.enter into, any
ment, contract or covenan} fh~t infringes upon, impairs, abrld
duties, rights or pb~ers 0t~"tl~e County commission, as set forth
confliCts.with any provision Of:thiS article:

(h) A list of all di;tri&s ~/hd their current board memberS:shall
county6ommissiofl with the Secretary of State andthe Public Se
si0n bYthe first day:of July of each year.
Acts. 13:953; �. !47; Acts 1965,.e. 134; Acts 196;7, c. 105; Acts
60; Acts 1981, c. 124; Acts 1986, c. 81; Acts 1995, c. 125, eft. 90 days
1995; Acts 2002, c. 272, eft. 90 d~s a~ter’Mii[’ch9; 2002; Act; 2005, �. 1.95
after April 9, 2005.

LibraryReferences
Counties ~,47. C:J:.S. Counties §§ 70 to. 73.
Municipal Corporations ~’6. ~... C.J.S. :Municipal Corporations!§’
Westlaw Topic Nos. 104, 268.

Notes’of Decisions

Costs 6 ter and sewerage services,
Creation of public service ~diStricts 2 and pu~oses of act.and
Distri~ctboundaries 3 board, and is, sufficient.to
Notice ofhear’m,g 4 requirements. Acts 1953
Numbet:jif~Ot~rs within district 5 .... § 30.: "St~.~e exrel.
Referenduni:’ 7~ S.E.2d 693, .t:41 W.Va. 233,

Statute au~aorizing
.: districts dOes not, in so

1. Validity . Court :to define terrttory
Title of act authorizing creation of publ~c ser- service district and

vice disfficts ~n cofihe~ti0n with acquisition, same in first
construeti6ii,~ ’maintenance,- operation, improve- :~ ~ d~legation Of judicial
ment and extension of properties supplying wa- Court, Acts 1953, c.
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693,S~tate ex .rel" McMillion v. Stahl,,.. 1955,. 89~ S.E.2d. ments for posting and publication, of notice and
l~uniWc.iVp~i C2o3r~oraCt~on~sta~,.,tl~nal Law ,~, .th~ time of setting ~he he ~a!~i.)ng.ar~e directory and2355; require only substantial ~inii3lian~e~ Codei

2~! :Creation of public service districts 16-13A=2.- Canyon Public: Service Dist. v. Tasa

.:~Whdre notice, hearing and order"with respectCoal Co., 1973, 195 S.E.2d 647, 156 W.Va. 606.

~O:~’eatiOn of:isftblic servic~,~tistrict considered
0~ the question of furnishing water, such dis-
~qt was ~rea~ted. only for the purposes of fur-
~gwfifer Services, hhd h~d’. ~no pbwer to
~r~dernn r~al estate ~for sewerage facilities.
~,~�~, 16-13A-1, :lfi-13Ar~.., Canyon Public Ser~
,~ic~"Disi. vilTasd:Coal’ Co~ 1973, 195 S.E.2d
~i;i’56 W.Va. 606:. EmineutDomain ~, 32
:~i;~here, public service district was created for

;~~;i~!~5 pu!~.gse of furnishing, water services, county
~ had authority tO ’add sewerage service~’ to

i~ii,i~i:(iiii’.:.~h~ f~iliti~s of the district uiider appropriate
Code, 16-13A-2. Canyon Public

Service Dist. v. Tasa Coal Co., 1973, 195 S.E.2d
/A56 W;Va. ~606. Municipal Corporations

authorizing Creation of public service
upbn"ptiblic sei-vice board au-

ci’eate mortgage;l~en on the property
of legisla:,.

was within the
c. 147; Const.

:’ §,&::State ex ’rek,~McMillion v. Stahl,
693, 141 W~.Va 233. Munici-

222i’ ’Mfinic~ipal Corpora-

service district statute tl~at’:~allbx~ed
":!~-~ommission to designate:~: district’s

did not also empower commission
service territories exclusive, displacing

Commission’s (PSC) authority to

Municipal Corpoi’ations ~ 12(3); Municipal
C~er~orafions ~ 12(~)

Though record .~ith i~espect to creation of
public service district was silent with respect to
posting of notice of hearing and as to whether
hearing was not more than 40 nor le~g than 20
days after his fixing the ~date~-for hearing as
provided by statute, there was substantial com-
pliance with statute where headr~g was ~t Som~
tlrfie prior ~o the dateof the hearing, there::wa~
publication of notice more than ten days prior
to the date of the hearing as required~andthere
~bre no objections either befoi-e, du~i~ 6# ~iftbr’
the hearing to the creation of the distrie~6~:f0
the procedures employed in its creation. Code,
16-13A-2. Canyoii Publi~ Service DisL w !Fasa
Coal Co., 1973, 195 S.E.2d 647, 156W..Va. 606.:
~unicipal ..Corporations ~= 12(6)

~5. Number of voters within district
Public. service :district was not void because

there were not 100 legal voters owning p~7ope~y
withiri~he district. Code, 16-13A-2. Canyon
PUblibService Dist. v. Tasa Coal Co.; 1973, 195
S.E.2d :64Z .156.W.Va. 606: Municipal Corpo-
rations ~=~.6

6. COsts "    .
C0Sts.of proceedir/g whereby cOnStitutionality

of ,sta~u,te, authorizing creation of. public, service
district~ Was tested would not be taxed ~ ainst
defendant who was chairman of public s6rvice
board~::and~ ~vho, honestly and in goiSd faith,

16-13A-2 though.mistakenly, endeavored to perform his
D)st. ~:. ~- du~ in ~refusi~g: t0’~ sign revenu~~ bonds, ~ind

~:Com’n~ 1998, ’512:each litigant would .pay his own costs. Acts
204.~W.Va. 279, ~ounties ~’-471953, c. 147, State ex rel. McMillion v. StahI,

.........1955, 89 S~E.2d 693, 141 W.Va; 233. Marsala-
of heaVing ’- : . . ,mus ~, 190 ..~

of statute;-withrespect to Creation
service districts, which relate to. the 7. Referendum

th6 petition Or :m0tion of the c6~mty ’ A Ph31ic~ ~s~rvi~’ ~di~/rict, once created by
descriptiO/lbf the;iterrffory to be .6m~ :county:c0urt, not silbject to ref6rendtim on issi~e

provisions are mandatory; but~ to contifiue or:be:abolished. 52 W.Va., Op~Atty,
use of the word ~shall," .the require-Gen .33 (August 11, 1966) 1966 WL 87428

DistriCt to be a public c¢~rp~r~ion and political subdivision.
powers thereof; publ~ic service boards        ’

after the. date~ of the adoption, of the.-ordercreating any public
, it is~a :public: .corporation and, p01itical~ subdiVision of the’ state,

to: le~vy or �ollec.t~:ad valorem ~taxes..EaCh district may
and holdproperty; ~both.,real and personal; in itscorporate:name,

be sued, ~may-ad0pt. an,.official seal andmay enter into.
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contracts necessary or incidental to its purposes, including contracts with any
~ity, in~orpoi-ated town or other municipal corporation located within
without its boundaries for furnishing wholesale supply of water for the distribti~
tiOn system of the city, town or other municipal Corporation, or for furnis~/ing
stormwater services for the city, town or other municipal corporation, i ~.
contract for the operation, maintenance, servicing, repair and extension of
propertieg owned by it or for the operation and improvement or extensio~
the: district’ of all Or any part of the existing municipally owned public se~
properties of any~-city, incorporated town or other municipal corporation:
included within the district: Provided, That no contract, shall extend
maximum of forty years, but provisions may be included therein.for a ren~i,
or successive renewals thereof and shall conform to and comply With the
of theholders of any outstanding bonds isstied by the" "
publi~ ~ervice properties.

The powers of each public service district shall be vested in and"
a, publie ’service board consisting of not less than three members, who
persons residing within the district, who possess certain educational,
or work experience which will be conducive to operating-a
district.., Each board member shall, within six months of takin
fUlly,complete the training program to be established and
public service commission in conjunction with the .division of
protection and the bureau of public,-health. Board members
become pecuniarily interested, directly or indirectly, in the
contract or service, or in furnishing any supplies or materials to the
shall a former board member be hired by the district in any
minimum of twelve months after board member’s term has
board member has: resigned: frO~ the district board. The members
appointed in the following, manner: ,

Each city, incorporatedl town or. oth:er municipal corporation~"

population, of more than ’three,thousand but .less than ei
entitled to appoint one member of the boai’d, and.each city,
or other municipal corporation having a population in excess
thousand shall be entitled to appoint one additional ~member ~of.the
each additional eighteen:’~’~hs~nd population. The members
representing Such cities, incorporated towns or
shall be residents thereof and ,shall be appointed by
governing bodies thereof’and upon the filing of a certified copy
resolution or resolutions in the office of the clerk of the
which enter~ed-th~ ordeY creating th~d~ti~iCt,..the persons so
members of the board x~ith0ut airy ftir~ii~i-’~cfor p/’0ceedings. If the
members .of the board so appointed by ~the ~governing bodies
rated towns or other municipal,.corporations included in .the
exceeds three, then no,further members shall be appointed to
members so appointed arethe board Of-the: district except in
consolidation where.the:number of board members may eq
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If no city, incorporated town or other municipal corporation having a
population of more than three thousand is included within the district, then~.the
county commission which entered the order creating the district shall appoint
~ree. members of the board, ~who,are persons ~residing within.the district and

within the state of West Virginia, which three members become
members of the board of the district without, any further act ..or proceedings
except, in cases of merger or consolidation where the .. number of board~ mem-
bers may equal five.
! If the number of members Of the board appointed" by the g~verning bodies Of

Cities, incorporated towns or other municipal corporations includetkwithin the
tistrict is less. than three, then the county commission ~vhich entered the order
~reating the district shall appoint such additional member or members .of the

who are persons residing within the~ district, as is necessary to make the
)f members of the board equal three except in cases ~of merger’

where the number ~of board members may equal five, and the
Or members appointed by the governing bodies of the cities,, i’ncorpo-

or other municipal corporations, included .within the. district and
member:or members appointed by the county-commission :a’s

are the board of:the district. A person may serve, as a member of the
one or.more public service districts.                    ~

population of any city, incorporated tdwn or other municipal
for the purpose of determining the number of members of ~he boa~-~i; if

the governing body Or bodies thereof, is the population
such city, incorporated town or other municipal .corporation ,in the
federal census.

:Notwithstanding any proVision of ~thig 6ode to the comrary; Whe~i~eer a
is consolidated or merged pursuant to section~two of this article, the

of the existing board"members Shall end on the effective date of
consolidation. The county ~ommission shall appoint a new board

to rules promulggt, ed .,by the publ.ic service commission. Whenever
are consolidated :or merged no provision of~ this code prohibits the

membership on ~the..newboard to five: : - ~
terms bf office of themen~, hers tJf the firs~ bo~l ’s~ail b~fi~~

county commission and shall be as ~equally divided as maybe, th,~it is
one third of the members for a term of two years, a like number

of four years, the term Of the remaifl~ng member or members for six
the first day of the montll during which the appointments=are m~de.

~errib~rs of the board appointed as aforesaid Shall. meet at the:0ffiC~~0f
county commission which entered the order creating the district

as after the appointments° and shall qualify by taking an
Provided, That any .member or members of the board ~a~be

from their respective office as provided in~.sectioni:,three-a of~~his

;hallbe"fiii6d:" f6r the unexpired term ~it~ii~’i::ihirty
members.of the board shall be appointed for"termsof sin

597



§ 16-13A-3 PUBLIC HEALTH

years and the terms of office shall continue until successors have been appoint-
ed and qualified. All successor members shall be appointed in the same manne~
as the member succeeded was appointed. The district shall provide to the
public service commission; within thirty days of the appointment, the following
information: The new board member’s name, home address, home and office
phone numbers, date of appointment,-length of term, who the new membe~
replaces and if the new appointee has previously served on the board..The
public service commission shall notify each new board member of the ieg~i
obligation to attend training as prescribed in this section.

The board-shall organize within thirty days following the first appointments
and annually thereafter at itsfirst meeting, after the first day of January of:each .....
year by selecting one of its members to serve as chair and by appointing,. !a:.:=:::~

secretary and a treasurer who need not be members of the board. The secreta~
shall keep a record of all proceedings of the board which shall be availabl~fo~
inspection as other public records. Duplicate records :shall ,be filed with~the
county commission and shall include the minutes of all board meetings~;i!Th~
treasurer is lawful custodian of all funds of the public service district and:
pay same out on orders authorized or approved by the board.
treasurer shall perform other duties appertaining to the .. affairs of the di
and shall receive salaries as shall be prescribed by the board. The
shall furnish .bond in an amount to be fixed by the board for the use and
of the district.

The members of the board, and the Chair, secretary and treasurer
shall make available to the county commission, at all times, all of its
records pertaining to the district’s operation, finances., and affairs,
tion and audit. The board shall meet at least monthly.

Acts 1953, c. 147; Acts 1965, c. 134; Acts 1971, c. 72; Acts 1981, c..!24; Acts !
165; Acts 1986, c..81; Acts 1994, c. 61; Acts 1997, c. 159, eft. 90 days after
1997; Acts 2002, c. 272. eft. 90 days after March 9, 2002.

Law-Review and Journal Commentaries
The Scope of Title Examination in West Virgi-nition 0f purchase money mortgag~

nia: Can Reasonable Minds Differ?-John W.West Virginia: Abraham
Fisher, II, 98 W. Va. L. Rev. 449 (1996). L. Rev. 525 (2005).
~ "Yes, West Virginia, there is a special priority
for the purchas¢~ money mortgage:":. The~ recog-

Library References
Counties ~=18.
Municipal Corporat~0ns ~6.
Westlaw Topic N0s. 104, 268.

In general : 1
Criminal responsibility 0f~members 5
Ministerial officers, generally 3
Removal of members 4
Sale of water 6
Standard of..cm-_ e .2

C.J.S. Counties § 31.
C.J.S. Municipal Corporation~ § 1

Notes of Decisions
Tort Claims Act 7

1. In general
Board members of the Mt.

vice District cannot be compens~
forming
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the Mt. Zion Public Service District; fur-
thermore, a board member may not be compen-
sated for reading meters for the Mr. Zion Public
sei-Vice District. 63 W.Va. ~i~At~:G~~. 2 :(July
14, 1988) 1988 WL 483329.

2. Standard of care
Public service district owes duty of reasonable

care to avoid ’damage to property of others with
respect to maintenance of water lines.
MCCloud v. Salt Rock Water Public Service
DfSt., 2000, 533 S.E.2d 679, 207 W.Va. 453.
Waters And Water Courses ~= 205

3’. Ministerial officers, generally
policy of West Virginia, as evidenced

by’ statute making it unlawful for county or
district board member or officer to be or be-

.; ~me pecuniarily int6rested in:proceeds of’any
~ii~i’:;~0’ntract or servxce over which he might" have
~!~y.voiee, influence, or Control, is not di/’ected
~:~;~ ~agaanst actual fraud or collusion but ~s for pur-
~i!~!liii~of:preventing ~hbse acts and ~limin~ng
~!!!~i~ny opportunity therefor, and purpose of statute

~’i~i~’protect public funds and give.official :reeog-
~>~,~.~,i~tion to fact that person cannot properly repre-

4. Removal of members
Public Service District board member can be

removed by majority vote of registered~)6ters.
51 W.Va. Op.Atty.Gen~ 564 (November i0,
1965) 1965 WL 92492.           ~           /

5. Criminal responsibility of members
County commissioner’s conviction for being

or becoming pecuniarily interested in corltract
over which he might have some voice or iaflfi-
ence was supported by evidence of his contiri:
ued performance of contract maintenance work
for public service district after his election to
commission. Code, 61-10-15. State v. Neary,
1987, 365 S.E.2d 395, 179 W.Va. 115. Counties
~=, 60

6. Sale of water
Public Service Districts may sell, "at whole-

sale. bulk water to other municipal corp"-ora-
tionS~, 51 W.Va. Op.Atty.Gen. 739 (MarCh 16~
1966) 1966 WL 87469.

7. Tort Claims Act
Tort Claims Act’s protectiori extended to pub-

lic service districts, under the Acfs definition of
political subdivision, Which included the term
"public service districts," despite general ~au-
thorization for public :service districts .-to "sue

i~ii!i;g~nt~public ~in transacting business with himself ....
~:~::~ , : - and be sued xn the Pubhc Health statu "~;;~’~:~ode, 61-10-15 State~ v Nen~ 1987 365~,~_ _ ~._. , ........ tes. Zw-

~S E 2d 395 17~ ’W V " --~’ ’
me v ~ns Koaa ~UDIlC ae~ice oist~f 2007;

~ ~ ~ ’ , " ~ . a. 115. ’ Co~ ~ 55; 655 S.E.2d 1,55 Waters ~d. Water Courses

~:~;16-13A-3a. Removal of members of public semite board

~;~<~’The coun~ ~ommission 6{ the public se~ice.commission or any other
~appo~nt~ve body creating or estabhshln a ublic s ’ "~.~,, ~.., . , g p e~ce district under the
~S)~s~ons of t~lS ~cle, or any-group of five percent or more0f,~th~
~ pubhc se~ce d~s~ct, may.pet~txon the c~rcmt cou~ ’of the coun~ in which
~dis~tict~maintains itSpfincipal office for the re~0val~.6f any~e~be, f the
~ .~g ~ermng board thereof for ’consigtent violations ’0f’anv’ rovis~on

~ele, for>reasonable cause which includes;~bOt i~:fiot limi~ed<"to;:"a ~cbhtifiued
~l~e to attend meetings of ~e bo~d, failure to dHi e~tl ::"- ....

: ....:~>, .~ ....... g y p~sue the ~objec-

,~-~es~-,,,~.~ for winch, the d~stnct was created, or failure to.pe~fo~<any .other ~u~
~er prescribed by law or required b a fin ,~:.</~.~ ~: . ....~ .. .... :~ . .. _ . ~ . al order.of ~e public se~ice
~~on o~:.~q£,, any maReasance in public 0ffice Anvboard
~y~ed::~ w~th ~ yio]ation, und¢~ t~s kectio~"~hg~ offeCs a ~c~ss~l

~ifist suchcharges shall b~ reimbursed Tor t~~ reas0n~bie C0s~
~flse ~om dis~ict revenues Such costs shall be cdnsidered-as ~5~t~~3~

in nature, the judgemay ~sess aH ;or pa~.6f
pl~s~the reasOnable costs associated with th6~boa~d; member’g

against ~e pa~ or pa~ies who petitioned the co~ for the;board

; Actsl.971, c. 72; Acts 1981;:c. 124; ~c~s,,1986, e: 8:1~
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Counties ~=~45.
Public Utilities ~= 145.
Westlaw Topic Nos. 104, 317A.

Criminal responsibility of members
Ministerial officers, generally 2
Sufficiency of evidence 3

1. Criminal responsibility of members
Upon becoming member of count commis-

sion, person who is pecuniarily interested in
proceeds of any contract or service with public
service district violates criminal conflict of in-
terest statute; by virtue of that position, that
person has some voice, ird~luence, or control
over continuation of contract. Code, 61-10-15.
State v. Neary, 1987, 365 S.E.2d 395, 179
W.Va. 115. Counties ~ 60

2. Ministerial officers, generally
Public policy of West Virginia, as evidenced

by statute making it unlawful for county or
district board member or officer to be or be-
come pecuniarily interested in proceeds of any
contract or service over which he might have
any voice, influence, or control, is not directed
against actual fraud or collusion but is for pur-
pose of preventing those acts and eliminating
any opportunity therefor, and purpose of statute

Library References ....

C.J.S. Counties § 67.
C.J.S. Public Utilities §§ 26 to 32, 159 .to 1631

169 to 171, 177 to 178.               : ~"-

Notes of Decisions

1 is to protect public funds and give official
nition to fact that person cannot properly
sent public in transacting business with
Code, 61-10-15. State v. Neary, 1987,
S.E.2d 395, 179 W.Va. 115.Courts
Judges ~, 21 ....

3. Sufficiency of evidence
County commissioner’s conviction for

or becoming pecuniarily interested in
over which he might have some voice or
ence was supported by evidence of his
ued performance of contract maintenance
for public service district after his
commission. Code, 61-10-15. State v.
1987, 365 S.E.2d 395, 179 W.Va. 115.
~= 60

Conflict of interest indictment against
commissioner was sufficient even though
not characterize commissioner’s
cuniary, and commissioner was not
bill of particulars. Code, 61-10-15.
Neary, 1987, 365 S.E.2d 395, 179 W.V~
Counties ~=, 60

§ 16-13A-4. Board chairman; members’ compensation;

trict name

(af Th~ chairman shall preside at all meetings of the board and may

any other member of the board. If the chairman is absent from any
the remaining members may select a temporary chairman and if the
selected as chairman resigns as such or ceases for any reason to be

of the,.b0ard, the .board shall select one of its :members as chairmani
until the next annual organization meeting.

(b) Salaries~of theboard members are:

(1) For :~ii§ti’icts with fewer than six hundred customers,

dolIars per"-attendance at ,reg~lai" monthly meetings
attendance =at additional special meetings, fotal salary nor to
huhdred d~5il~rs per annum;

(2) For :districts with six. hundred customers or more but
thousand customers, up~ to ,one hundred dollars per attendanc:~:~:~:~
monthly meetings and seventy-five .dollars
meetings, total-salary not to exceed two thousand five hundred

(3) For districts with two thousand customers or more~ up
twenty-five dollars per attendance ~at regular
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PUBLIC SERVICE DISTRICTS § 16"13A-4

dollars per attendance at additional special .meetings, totalsalary
thr ee~ thousand seven hundred fifty dollars per annum;, andnot exceed

~!:~ doll.s pe~ a~endance at ; regular mon~ly meeting~ and ~on6 ~uD~re~

H611~s per a~endance~at additional special meetings~ ~otal sa~ nbt .to exceed
~e thousand four h~ed dbllars per a~um.
~ :.The public se~ice district shall ce~i~ the number of customers, se~ed to the
~~bHc Se~ice CommisSion beginning on the first day of J~ly, one thousand
~e hundred e~gh~rsix, and continue each fiscal year the~ea~er.

Public se~ice-districts, selling water to Other water .utilities for res~e may
salaries for i~ board members:

::.~(1) For districts with annual revenues of less than fi~ thouSand dollars, up
seven~-five dollars per attendance at regular monthly meetings and fi~

per attendance at additional special meetings, total sala~ not ~o exceed
per annum;

~. (2) For districts with ~nual revenues of fi~ thous~d dollars or more, but
ie~s than ~o hundred fi~ thousand dollars,, up to one hundred dollars per

at regular monthly meetings and seven~-five doll,s per attend~ce
~ecial meetings, total, sala~ not to exceed ~o ~ousand five hundred

per a~um; ~ ¯ - -

For distNc~ wi~ annuM.revenues~of ~o hundred fi~ thousand dollars
~0~ more, but less than five hundred ~ousand dollars, u to one
~’:~en~-nve aouars per attend~ce atre~ular mon~l m "
~ouars per attenoance at addmonal s~eciM meetin s tota
~:?!~ee mousana seven hunted fi dollars

~:-~(4) For districts with annual revenues of five hundred thousand dollars or
~ore, up to one hundred f~ dollars erp attendance at re ular
~~g~,a~ one .hp~dred d~l~rs ~er attCndanc.e .at addition~gspe~°~

,ngs, tota~ sa~a~ not t0 exceed five thousand ..........~a ........., " ~ . , . four hundred dollars er annum
~he .public se~ice ..district. shall ee~iN the number "~-.~., .... - . ¯    -~ of CUStomers se~ed and

~-~um..revenue~ to :the public se~ice commission: bending on the~first day
~:.~gly, ~o ~ousand, and continue each fiscal year there~er
~} Board’ m~Bers ma bgreiNbur~ .....’ ~
~enses acmauy mcu~ea ~n the per~o~ance 0f their duties as providdd f0~;b}

board.

~: . own ~mles.~f proeed~e, fix
meetings and the m~er in which speeiM ~meetings

called. Public notice oi-me’tings shall be given in acco)danc~ with
article nine-a, chapter six of. this code. Emergency m~eetings may

for by ~aid secti, on.. A.majo~’ity of the members constitut÷
also constitute a quorum to do business.     ~. ~ : .~.

the board ~are not.personally liable or responsible !for any
district or the:board~, but,.are answerable only for wfll~l
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§ 16-13A-4 PUBLIC, HEALTH .....

misconduct in the performance of their duties. The county commission which
created a district or county commissions if more than:.one created the district
may, upon written request of the district, adopt an order changing the .official
name of a public service district: Provided, That such nalgne change will n0tlbe
effective until approved, by the public service commission of West Virginia
the owners of any bonds and notes issued by, the district/if anyl shall i~
consented, in writing, to the name change. If a district includes territo~
located’ in ~more than one county, ~he county commission or county co~
sions changing the name of the district shall provide any county commi~
into which the district also extends with a certified copy of the order
the name of the district. The official name of any district created under
provisions of this article may contain the name or names of any city, inco~o,
rated town or other municipal corporation included therein or the name of any
county or counties in which it is located.
Acts 1953, c. 147; Acts 1981, c. 124; Acts 1985, c. 81; Acts 1997, c. 159, elf. 90 d!~$
after April 12, 1997; Acts 2000, c. 199, eft. 90 days after March 11, 2000; Acts 2005;:~:.
196, eft. 90 days after April 8, 2005.

Library References

Counties ~,68, 87. C.J.S. Counties §§ 107to 118, 128.
Municipal Corporations ~,161. C.J.S Municipal Corporations ~ 372
Westlaw Topic Nos. 104, 268.

Notes of Decisions
In.general 1 forming the duties of treasurer

for the Mt. Zion Public Service
thermore, a board member may

1~: In general sated for reading meters for the Mt.
Board members of the Mt. Zion Public Ser- Service District. 63 W.Va.

vice District cannot be compensated for per- 14, 1988) 1988 WL 483329.

§ 16=13A-5. General manager ofb0ard
The board may employ a general manager to serve a term of not

five years and until his or her successor is employed~ and his or
tion shalL-be fixed by resolution of the board. Such
devote all,0r the required portion of his or her time to the affairs.
and may employ, discharge and: fix.:the compense~ti0n of all
district, except as in this article otherwise provided, and
perform and exercise such other powers and duties as
him orh~r by the boai:d. ~

Such general manager shall be chosen without regard to his or her
affiliations and upon the sole basis of his or’her administi’ativ6
qualifications to manage public service properties and affairs of the
he or she may be discharged only upon the affirmative v6te’of
board. Such general manager need not be a resident
he or she is chosen. Such general manager may not be a member Of
but shall be an employee of the board.

The board of any public service ,district which purchases water;::
sto~rmwater, service from a municipal water, sewer or stormwater~
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another public service district may; as an alternati~e~to~.hiring:its own general
manager, ~elect to permit the general manager of the,municipal water, sewer-or
stormwater~ system or public service dist~et from which.:such-:water, ~sewer-or
stormwater service is purchased, provide professional-management to the

if,the appropriate, municipali~ or public ::service board .agrees to
such assistance.-The general manager shall receive .reasdnable compen=

for such ’.service.

~tS 1953~ c. 147~-~A~cts" i981, c. 124; -~cts 1986, ~. 81;"A&s~00~ & 272, eft, 90days
~fter March 9; 2002 .....

Counties.~65, 68.
~..~Mun!.cipal Corporations ~’1.49, 161.
~?:~estlaw Topic Nos~ 104, 268~

Library References

C.J.S. Counties §§ 101 to 103, 107 to 118.
C.J.S. Municipal Corporations §§ 361 to 366,

368, 372 to 390.

§ 16-13A-6. Employees of board ~ ~,.
board may in its discretion from time to time by resolution passed by a

majority vote provide for the employment of an attorney, fiscal agent, One or
more engineers and such other employees as the, board may determine neces-

and expedient. The board shall in and by such resolution fix the term of
and compensation and prescribe the duties to be performed by

employees.      .

953, c. 147; Acts 1.981, c. 124.

¯ 128.

Library References
,68, 87. ’" ~ " C.J,S. Municipal Corporations ~j 361 to 366,

coi"p0~a~ions~miz~9, 161; 170. 368, 372 to 405.

§§ 1~0,1 tO 103, 1,07.to-118,

Aequisiti0n and oper/~tior/.of district properties

such di~tri~ sh//ll ~age the supervision and ControI0f all:public
!e~ a~qu!~edoi~ ~b~st~:tle~d by ~he district, ~d ~hall ha~e

. _ . sh~i b~ its du~, tO ~aint~i~, bpera~e~te~d~ and "m~,~’
~nclu&ng, but not hm~ted to, ~ose actlv~tles necessa~ to comply ’~iffi ~all
and state requirements, i,pcluding water qhali~ improvement actiVifi6s.

tC~:~ in~oi~ng the exp~fidim~e by:~6 district of more than fi~6~n
doll~f~for cons~cfion ~Work 6r fo~ ~e purchase 0f eqoipmeatand

-extensions or replacements, shall be ~ntered into o~y:affer
invifingbids shall, haY6 been publishe:d as ~ Class I legal adve~isement

¯ e provision of a~icle ~three; chapter fi~mifie ofthis Code;
~ea fo~ such publication shall be as~speeified in section

Of this a~icle ’in the coun~ or co,ties in which ~e distri6t is located, The
notbe less than ten days prior to the ma~ng-o£-any s~eh

extent~allowed by law, in-state eontractors~shall:~be:.~give~,,first
~ in award~g public semite district, �on~acts:-R shalt~be ~e~du~ of~e

that local in-state labor ,shall be utilized,.to~the ~greatest ext~nt
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§ 16-13A-7 PUBLIC~ HEALTH

possible when hiring laborers: for public service district construction~or mainte-
nance repair jobs. It shall further be the duty of the board to encourage
contractors to use American .made products in their construction to. .the extent
possible. Any obligations-incurred of-any kind or character shall notAn any
event constitute or be deemed an indebtedness within the meaning of, any.of~-the
provisions or limitations.~ of.the constitution, but all such obligations shall~be -
payable solely and only Out of revenues derived from the operation of the pu~li~i.

service properties of the district or from proceeds of bonds issued as hereina,ft~
provided. No continuing contract for the purchase of materials or
for furnishing the district with electrical energy or power shall be entered in~: ....
for a longer period than fifteen years.    ~
Acts 1953, c. 147; Acts 1967, c. 105; Acts 1981, c. 124; Acts 1982, c. 24; Acts ~986, c.
81; Acts 1997, c. 159, eft. 90 days after April 12, 1997; Acts 2002; c. 272, eft. 90~i~
after March 9, 2002. ~

Counties ~=107.
Municipal Corporations ~=71 I.
Public Utilities ~,114.
Westlaw Topic Nos. 104, 268, 317A.

Library References
C.J.S. Counties § 147.
C.J.S. Municipal Corporations § 1535~.~
CJ.S. Pubiic Utilities §§ 5 to 9, 202 tO~

§ 16-13A-8. Acquisition and purchase of public service i
eminent domain; extraterritorial powers

The board may acquire any publicly or privately owned
properties located within the boundaries of the district regardless
not all or any part of such properties are located within the corg
any city, incorporated town or other municipal corporation
district and may purchase and acquire all rights and franchises
property within or outside the district necessary or incidental to the
the district.

The board may construct any. public ~9~ice.pr0p~rtie:s within or
district necessary or incidental to its purposes and each such
acquire, construct, maintain and operate~any such public service
within the corporate limits of any ~ify~ inc~/~orated towfi’ hi"
corpo’rafion included within the ~ii~t~iCt hr"in-any " :~
within ten miles of the territorial boundarie~~of the district:
any incorporated city, town or other municipal corporation
district owns and operates either Water facilities: sewer facilities
facilities .or gas facilities or all of these, then the district may !
construct, establish, improve or extend any public service
same kind within such city, incorporated towns or other
tions or the adjacentunincorporated territory served by such .c~ties
ed :towns or::other municipal corporations, except upon the
public service commission, the consent of such cities
other municipal corporations and in conformity and compliance with
of the holders of any revenue, bonds or obligations theretofore ’
cities,, incorporated, towns or, other municipal corporations then
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Note
and in accordance with the ordinance, resolution or other proceedings which
authorize the issuance of such revenue bonds or obligations:

Whenever such distri~~ has constructed, acquired or established water facili-
~¢S sewer facilities, a stormwater ~ystem, stormwater management program or
gas" facilities for water, sewer, stormwater or gas services within any city,
incorporated town or other municipal corporation, included within a district,
~eri such city, incorporated town or other municipal corporation may not

~ereafterconstruct, acquire or establish any facilities Of the same, kind within
such-~_, , ... city,~. :ifi~orporated town or other municipal-corporation without the
;~0r~g6nt of such district.

For the purpose of acquiring any public service properties or lands,¯ fights or
easements .deemed necessary or....incidental fbr the ~3urposes of the dis~ict, each
Such district has the right of eminent domain to the same extent and t~o be
6~ercised in the same manner as now or hereafter provided by law. for such
r,~ght of eminent domain by. cities, incorporated towns and other municipal

Provided,-That the power of eminent domain provided in this
doe~. riot extend to highways, road and drainage easements, or stormwa-

es constructed, owned or operated by the West Virginia divisiofi of~ghways without the express :agreement of the commissioner of highways:

~i~0~id6d~ however, That such board may not’acquire all or’any substantial ~ai~
owned’ ~vaterworks System unles~~ and untii ~authori~ed.so to d~ by

public service commission of West Virginia, and that this sectior~ shall not
d to authorize any district to acquire througll~ cond~ffination pro-

either in whole or substantial part an existing.privately owned
plant or system or gas facilities located in or:furnishing water or

such district or extensions made or to be made by it in
plant .or ~y~tem, nor may any such board

or. extend its public service properties to supply its services .into areas

by or in competition .with existing waterworks or gas facilities or
~r t6’h~, fftad~in territory contiguous to such existing plant or

the owner.thereof.-

c.~"’1~7; Ac~ 1980,1 c. 60; Ac,tS 1981, e. 124; Acts 2002, .C.~7~2~- eft. 90 days
9, 2002.             ~ .......

.... " Library References " ~ " -
104: " " C.1.S. Counties §§ 143 to 144, 147.�’Domain ~6, 16.

224.1 CJ.S. Municipa! C,orporatiqns §.§. 873 to .880.
. C,/LS. Property § 1.7~

2
or drains 6

powers ;,3

corporation 7

Notes of Decisions

Valuation of property 4

:~,.;: 1~.: . Validity .........
Title of act authorizing creation of public ser-

vice districts in connection with-, acquisition,
¯ " �°nstru~tion;~ ~int6nan~:, oi56r~/fi0n, ihapkove-

ment an& extension.of properties supplying wa-
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§ 16"13A-8
Note I

ter axtd sewerage services, clearly defines object
and purposes of act and powers of gover~ning
board, and is sufficient to meet Constitutional
requirements. Acts 1953, c. 147; Const. art. 6,
§ 30. State ex tel. McMillion v. Stahl, 1955, 89
S.E.2d 693, 12~1 W.Va. 233. Statutes ~= 123(3);
Statutes ~= 123(5)

Prope.~rty of public service district is public
property used for public purposes, and, under
constitutional provision that public property
shall be exempt from taxation, statute authoriz-
ing creation of public service districts and
granting tax exemption was not violative of con-
stitufional provision requiring that taxation be
equal and. uniform throughout state. Acts 1953,
c. 147, § Iet seq.; Const. art. 10, §~ 1. State ex
rel: McMillion v. Stahl, 1955, 89 S.E.2d~693,
141 W.Va. 233. Taxation ~= 2289

2. In g~neral
Statute providing that private property may

be taken or damaged for a number of specified
purposes amounts to legislative declaration of
public purposes within meaning of laws, and it
is a .judicial question whether such declaration
is consonant with organic law. Acts 1949, c.
59; -Const. art. 3, § 9. State ex rel. McMi]lion
v. Stahl, i9"55, 89 S.E.2d 693, 141 W.Va. 233.
Constitutional Law ~, 2510

3. Eminent domain powers
Although construction of new facility pro-

posed by utility will often require taking of
private property through eminent .domain, ab-
sent express statutory language Public Service
Commission (PSC) has no duty to review and
decide issues that are inherent in emitient do-
main proceeding. Sexton v. Public Service
C0m’n, 1992, 423 S.E.2d 914, 188 W.Va. 305.
Public Utilities ~= 114

Statute providing that private property may
be taken or damaged for a number of specified
purpos.es is consonant with organic law and is
�onstitution’al. Acts 1949, c. 59; Const. art. 3,
§ 9. State ex rel. McMillion v. Stab.l, 1955, 89
S.E.2d 693, 141 W.Va. 233. Eminent Domain
~=3

4. Valuation of property
Althbugh landowner is competent to give esti-

mate of value of property in eminent domain
proceeding, that valuation is not conclusive;
government agency may rely on appraisal re-
port concerning estimated value of property to

PUBLIC HEALTH

be .taken. Sexton v. Public Service Com’~n~
1992, 423 S.E.2d 914, 188 W.Va. 305.
dence ~ 568(4)

5~ ~nvironmental assessment
Whether construction of sewage lag6~s

would constitute "nuisanc,er’ does not def~
Public Service Commission s (PSC). jurisdictid~!
to issue certificate of public convenience a~d..
necessity; while PSC may assess envir0nm~n~
Considerations, chief inquiry by PSC is
public for-project. Code, 24-2÷11. Sexton
Public Serc~ce Com’n, 1992, 423
188 W.Va. 305. Municipal Corporatio~"~
708

6. Connections with sewers or drains
City, rather than sewer and water distYicts;

was entitled to provide sewer and water, se~-
vices tO newly developed tract that was wifl~ii~
districts’ boundaries, but was annexed
where such services were not
nished to tract. Code, 16-13A-8.
County Public Service Sewer Dist. v. ~
ginia Public Service Com’n, 1998,
201, 204 W.Va. 279.
~’ 712(1); Waters And Water Coursesi

If a tract of real estate located witla~
service district has been 6xmexed
pality, then, as between the
the public service district, the " "
the superior right to extend water
service which were not being
nished to the tract by the
and under those circumstances, a
district would need the consent of
pality and the Public Service I
in order to provide such
16-13A-8. Berkeley County Public
Sewer Dist. v. West Virginia Pubfic-
C0m’n, 1998, 512 S.E.2d 201
Municipal COrporationS-~, 712(1~)~ ?
Water Courses ~= 201; Waters
Courses ~= 202 ~:. _~.~
7. Public corporation

A public service district is a
tion and does not come within
provision which in substance
corporations shall be
and which is applicable ~o
Acts 1953, c. 147, § 1
State ex rel. McMillion v. Stahl, 195
693, 141 W.Va. 233.

§ 16-13A-9. Rules; service rates and charges;
required water, and sewer connections; lien
fees                                         ~

(~)(l~) Th~ board may make, enact and enforce all needful
with.,the acquisition, construction, improvement, extension,

606



PUBLIC,~ SERVICE DISTRICTS § 16-13A.9

maintenance,, operatior~,-~care, protection and the use of any public..service
properties owned or controlled by the district; The board shall establish rates,
fees and. charges: for,-:the services and facilities it ~. furnishes, which, shall be
sufficient at all times, notwithstanding the provisions of.any other law or laws,
to pay the cost of maintenance, operation~and depreciation of the public service
properties and principaLo£~:and interest on all-bonds issued, other 0bligations
ia~curred ~under the provisions of this article and all reserve or other payments
provided for :in the proceedings which, authorized, the issuance of any bonds
under this article... The schedule of .the rates, fees and charges may be based
upon:
~-~(A) The consumption of water or gas on premises connected with the facili-
~ies,taking into consideration domestic, commercial, indusfri~il and public use
of water and gas;

.... (B) The number and kind of fixtures connected with the facilities located t)n
~h~:’v~ri0tlg premi~es~

i~’,~ (.C) The number of~ersolas served by the faciliti~s;

~(D~). ~ny combination of paragraphs (A), (B) :and . (C) of this subdivisior~; or
~!~~:.(E) May:.be det:ermined on any/other basis or classification which the board
may determine to be fair and reasonable~ taking into consideration the location
bf the premises served and the nature and extent of :the services and.~ facilities

However; ~no Tares, fees or charges for stormwater services may be
~sessed !against: highways, road and drainage easements or stormwater facili-

Owned or operated by the West Virginia-~division of highways.
water, sewer, stormwater Or gas services, or any combination

ar~ all furnished to any premises, tl~:schedule of charges may be:billed
; singl~ amount forthe aggregate of the cha~ges. The boai~d Shall require all

services and facilities furnished by the district to designate On every
service whethe~ the~ applicant is a tenant or an owner of the

to be servedi"If the applicant is a tenant, he or she shall state the

¯ . ofthe owner or owners of the premises tobe served by’the
the provisions of sectiori eight, article three, chapter

~ode to-the contrary~ all new’ applicants for service shall
greater 6fa sum equal to two twelfths Of the average anriual usage

applicant’s specific customer class O/*~fifty dollars, with the district t~3
payment.of~:service rates, fees and charges in the event they become
as provided:in this, section. If a district provides both .water and

applicants ~for service..shall deposit the greater.~of a.~sum
two.twelfths, of .the average,annual.usage for water service or fifty

,,.and the greater of.. a sum-equal to.twotwelfths of the average annual
service of theapphcant"      ’s: specific" " customer,, class or fifty

any:case.where a.depOsit is forfeited to pay service rates, fees. and
uent at the time of disconnection or: termination ~ of

,. no., reconnection, or reinstatement :of service may.,be made by the
:iuntil:another~deposit, equal to the greater~of a sum equal,totwo twelfths

for~:the, applicant’s specific customer :class; or fifty doll.ars
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has been remitted to the district. After twelve months of prompt.payment
history, the district shall return the deposit to the customer or credit the
customer’s account at a rate as the public service commission may prescribe:
Provided, That where the customer is a tenant, the district is not required
return the deposit until the time the. tenant discontinues service with,~:the
district. Whenever any rates, fees, rentals or charges for services or facili~tie~
furnished remain unpaid for a period of twenty days after the same become, due
and payable, the user of the services: and facilities provided is delinquent:and
the user is liable at law until all rates, fees and charges are fully paid~ The.
board may, under reasonable rules promulgated by the public service commis-
sion, shut off and discontinue water or gas services to all delinquent users~of
either water or gas facilities, or both, ten days after the water or gas services
become delinquent.                                                . ......

(b) In the event that any publicly or privately owned utility, city, incorp0Fat~
ed town, other municipal corporation or other public servic.e district
within the district owns and operates separately either water facilities or.
facilities, and the district owns and operates the other kind of facilities
water or sewer, as the case may be, then the district and the publicl~i

privately owned utility, city, incorporated town or other
or other public service district shall covenant and contract with each
shut off and discontinue the supplying of water service for the
sewer service fees and charges: Provided, That any contracts entered
public service district pursuant to this section shall be submitted to
service commission for approval. Any public service district
and sewer service to its customers has the right to terminate
delinquency in payment of either Water or sewer bills. Where one
district is providing sewer service and another public service
municipality included within the boundaries of the sewer district is~ " ....
water service, and the district providing sewer service experiences
cy in payment, the district or the municipality included within
of the sewer district that is providing water service, upon the
district providing sewer service to the delinquent account,
water service to the customer having the. delinquent sewer account
however~ That any termination of water service must compl)
orders of the public service commission.

(c) Any district furnishing sewer facilities within the district may ~
may by petition to the circuit court of the county in which the.
located;,~compel or may require the division of health to
tenants or occupants of any houses~ dwellings and building:
sewer.facilities where sewage will flow by gravity or be transported
methods approved by the division of health, including, but not
vacuum and pressure systems, approved under the provisions.
article one, chapter sixteen of this code, from the houses
ir~to the sewer facilities, to connect with and use the sewer facilities.
cease the use of all other means for the collection,
sewage and waste matters from, the houses, dwellings
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there is gravity flow or transportation by any other methods apprbved by the
division of health~ including, but ~ot limited to, vacuum and pressure systems,
approvedunder the provisions of section nine, article one, chapter sixteen of
this~ code and the houses, dwellings and buildings can be adequately served by
the sewer facilities of the district and it is declmTed-that the mandatory use of
the.sewer facilities provided for in this paragraph~ is necessary and ~essenfial for
the health and welfare of the inhabitants and residents of the. districts and of
~� state, If the public service district requires the property owner-to connect
~ith the sewer facilities ,even when sewage from dwellingsmay. :not flow. to .the

~ain.line by gravi,ty and the. property owner incurs costs, for any changes in the
xisting dwellings exterior plumbing in order to connect-to the main sewer

line, the public service district board shall authorize the district to .pay all
reasonable costs for .the changes~ in the exterior plumbing, including, but not
limited to, installation, operation, maintenance and purchase of a pump o~ alay
other method approved by the division of health. Maintenance and operation
~tS: for the extra installation should :be reflected in the users Charge for
~ppr0val Of the public service commission. The circuit court shall adjudic~/te

~i~’ merits of the petition by summary h6aring to be held not ldte~ th~ ’ihirty
flh~S"after service Of petiti’0n tO thb appropriate owners, tenant~ or :occupant’S’

~.,.: (d) Whenever any district has made available sewer facilities to any, owner,
f~nant or occupant of any house, dwellin~g or building located he‘dr the sewer
i~’i~ity and the engineer for the district has certified that the sew~r: facilities are
~iiable to and-’a~’e adequate to serve the, owner, tenant or 0¢cupan~ ..and
sewage will flow by gravity or be transported by Other methods approved by the

~:,.~tllVisi°n of. health from.~the house~ dweliingOr building into the sewer facilities,
~e:~d~stnct may charge; and the owner, tenant or occupant shall oar the rates
and~ charges"for services established under this ~/rticle Oflly aff~i"f~hirty-day
:~Otice of the availability of the facilities has,been: received, by the owner; tenant

~i~ii!i!!~nRpt~!°eo~ ~o~cdct ~~tc~u~2t ~celc~°;n~s~ lmbp~i°bna S~ads eU~ °u~~t~

}~plr~obp~eee~ cS~d~t~e~! rt~:~i.~t

it is and declared that the owner,
or occupant is bein~ stormw_,ater system and it is further

that the" mai~dato~,~S¢ of,:th~
is necessary .and essential for the health and:welfare of:th~ inhabit~

regiden~ O,f the district and of the state. The district may
owner, tenant or occupant..shall pay the rates, fees and charges for

services established under this article only after thirty-day, notice of
of ~.the., stormwater-system-, has been,.~received by the. owner.

i-ateS _,apd chakges :of’. ~:th~: district ,~for either Water
sewer-facilities, gas facili,ties or .stormwater. systems or stormwater

. ..    on the premigeg:s~rvedofe"qual dignity, ran’k
lien On: the, premise~ of stat~ :county; ~ch0ol
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pal taxes. In’ addition to the other remedies provided in this section, public
service districts are granted a deferral of filing fees or other fees and cog~
incidental to the bringing and maintenance of an action in magistrate court, for
the collection of delinquent water, sewer, stormwater or gas bills. If the district
collects the delinquent account, plus reasonable costs, from its customer 6~
other responsible party, the district shall pay to the magistrate the normal filin~
fee .and reasonable costs which were previously deferred; In addition, ea¢l~
public service district may exchange with other public .service districts a list~6f
delinquent accounts: Provided, That an .owner ¯of.real property may not be ti~i~l.
liable-for the delinquent rates or charges for services or facilities of a ter~an~i
nor may any lien attach to real property for the reason of delinquent rateg~6~
charges for services or facilities of a tenant of the real property, unless the:~
owner has contracted directly with the public service district to purchase+ th~i:iil
services or facilities.

(g) Anything in this section tothe contrary notwithstanding, any
ment, as defined in section three, article eleven, Chapter twenty-two;
hereafter operating its own sewage disposal system pursuant to a
by the division of environmental protection, as prescribed by section
article eleven, chapter twenty-two of this code, is exempt from the
this section, :

Acts 1953, c. 147; Acts 1965, c. 134; Acts 1980, c. 60; Acts 1981, c. 124;
81; ACtS I989, c. 174; Acts 1994, c. 61; Acts 2002, c. 272, elf. 90 days
2002; ~ACt~ 2003, c. 183, eff. 90 days after March 8, 2003.

Law Review and Journal Commentaries

~The Scope of Title Examination in West Virgi-nition of purchase
nia: Can Reasonable Minds Differ? Johr~ ,W.West Virginia. Abraham M. Ashton,,
Fish6r, II, 98 W. Va. L. Rev. 449 (1996). L. Rev. 525 (2005).

’~/es(West Virginia, there is a special priority
for the~:purchase money mortgage:" The rgcog-

Gas ~=q4.6.
Municipal Corporations ~=712.
Waters, and Water Courses ~203,
Westlaw Topic Nos. 190, 268, 405.

Notice Of availability of sewer service
Public servicedistrict liens ~ 3
Rates and charges forservice: ~ 4
Tak~n~ ~2

Library References
C.J.S. Gas §§ 64, 84 to 85.

C.J.S. Waters ~ ~483, 666 to 732)

Notes Of Decisions
5          applicable provisions of

Acts 1.953, c. 1~7~:§ i’ et seq;;
10; U.S.C.A.Const. Amend. 14.
McMillion V. Stahl, 1955, 89 S.E.2~
W.Va. 233. Constitutional L~x~
nicipal Corporations~ ~= 408

2. Takings1. Validity       ¯
~, In, statute ,authorizing creation of publSe ser- Public service, district’s

vice districts, provision for delinquent fixedowner to connect onto its
rfites and charges for s~rvic~s rendered to’beabandon ~
l~en;on premises served was not unconstitution-erty was not a
aL as depriving owners of property without dueout just compensation.
prb6ess:-6f~ law or as violating FourteenthCode, 16~13Au9;
Am6fidrher/t Of :United States ConStitution orKingmill-Valley
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view Estates Mobile Home Park, Inc,, 1989, 386
~Ei2d 483, 18i W.Va. 116.’ Eminent Domain
~ 2.18 ....
: ’.stattite prbviding .~that- pi’ivate pi~op~i’ty" may
be.-taken or damaged fora number of~specified
purpo~ses~ am0~nts to. legislative declaration of
~biic p~rp0s~s w~th~ meaning ofla~v’s, and it
is a judicial question whether such declaration
is consonant with organic law. Acts 1949. c.
59; Const. art. 3, § 9. State ex rel. McMillion
v. Stahl, 1955, 89 S.E.2d 693, 141 W.Va. 233.
Constitutional Law ~’ 2510              "

3. Public service district liens
Public service district liens must be docketed

to be enforceable against purchaser of property
for valuable consideration, without notice.
Code, 16-13A-9, 38-10C-1. McClung Invest-
ments, Inc. v. Green Valley Community Public
Service Dist., 1997, 485 S.E.2d ,434, t99 W.Va.
..490. Gas ~= 14.6~ Municipal Corporations ~
~i2~(7); W~iters ArldWater Courses ~ 203(14)
~:"Tubhc service fl~stnct s fadure to docket no-

~i:!~:e~0f lien prior to:date ;purehase~ ’recorded
i~!i(~d. 9f .tpast .prex, emfd distric;t, from. enforcing
~i~(i~,~ lien against purchaser C~de i6-13A-9,
~iilJ~10C-1: ’McClung Investments,Inc. v. Green
~!~y,:Community .Public Service .Dist., 1997,
~I~5~:S.E.2d..434, 199 W.Va. 490. : Mtmicipal~

pal Corporations ¢= 222; Municipal Corpora-
tions ¢= 225(1)

4, Rates,and charges for service
Statute clearly and unambiguously gives Pub-

lic Service C~3m’rrii~ion (Psc) pbwer to’reduce
or-increase ilti]ity rates whenever it finds that
existing rate is unjust, unreasonable, insuffi,
cient, or unjustly discriminatory or otherwise in
violation of any provision of legislation govern-
ing Commission. Code, 24-1-1 et seq., 24-2-3.
State ex~ rel. Water Development Authority v.
Northern Wayne County Public Service Dist.,
1995, 464 S.E.2d 777, 195 W.Va. 135. Public
Utilities ~= 123

Corporations holding sewer r~e~ue bonds of
public service district, a public corporation and
political subdivision of state, had right by man-
damus to enforce and compel district and metu-
bers of the Public sei~ice-Bda~d to es~abtisl%
charge and collect rates for services~rendered
by district sufficient to provide for all operation-
al and tuaintenance expenses, to pay, whendub~
principal and interest Of revenu~ bonds issued
by district, and to,file tariffs.~efleqting..,s~ch
charges with Public Service Commission.
Code, 16-13A-1 et seq., 16-13A"9;" 16-i~3A~10,
16-13A-13, 16-13A-17., State ex rel. Allstate
Ins. Co. v. Union Public Service Dist., 1966, 151
S.E.2d i02, 151 W.Va. 207. Mandamus ~, I10

Duty imposed on public serqme district, a~ 712(7) ~ . , ~
tenan~ 6~ bccupan~ Of ~arage apart-public corporation ~ind political ~subdivision~ Of
, ,,, ~..,..-~ :.. . , ...... state, to establish rates and~ charges sufficient tonot receivehorace that public service .....pay cost of maintenance, operation and depreci-facilities. ,were hvaflahie for" :ation of i~roperties of :district at~d ~drlcipal of
district would have, been without.       ’, ~’ ~ . ~ ........

anthoi’ity tO impose chhi-ges anda lier~and Interest.-on ~all~ bonds. ~ssued by~:d~s’trict, is
nondiscretionary duty which .may be enforcedapartment for sewer services, thoughby mandamus. Code, 16-13A-9. State ex rei.was on a lot containing anotherAllstate Ins. Co.~/.: UniOtl Public Service Dist.,which was properly subject to sewer ~og~ ~ ~ ~ 9,~

charges. Code, 16-13A-9, 16-13A721.. ~gs~8~0 ......
102, 151 W.Va. 207. Manda-

Malden Public Service Dist:, 1983, "
&~E.2d 601., 17L,W.Va~ 645. Municipal

~ 712(7)
creation of public service

upon public service board au-
, to create mortgage lien on the prop¢~_r~y,

service district, and action of legisla-
:~ W~: within

Adts"1953, c, -[47;’ Const.
s~at~ ex ~’el. McMillion ~. Stahi,

593, q41 W, Va. 233, Mtmiei-

5. Notice of availability of sewer service
Issue of fact as to whether ownei~ or ,tenant

had received notice.that .publi~ service’ district’s
sewer services were available for garage apart-
ment, so as to allow imposition of sewer service
charges and a lien against apartment, was not
appropriate for resolution in mandamus:’~pre~
ceeding. Code, 16-13A-% 16-13A-21. Rhodes
v. Malden Public Service Dis,t.,-:~,19.83i ~301
S.E.2d 601, .17:1~W Va. 645. ~Mandamus ~=, 1)74

t.~: Limitations-with respecti:to foreclosure         ~"’~ "
s~rvice district shall forecloseup0n.thepremises se~ed by,such:

dehnquent fees, rates or charges for which a hen ~s authorized by
nine or nineteen of this article except t~rough, the ,bringing~ .and

of a civil action for such purpd~6~broii~:>~:the~ ~ii’Cfiit de~ 6~
r ~wherein, the ~.digtrict lies. :: ,In, every ~ suC~: actiola;:the court shall:;be

finding/based, upon the evideneeiand~facts presented, d~at
611,
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the district prior to the bringing of such action had exhausted all other
remedies for the collection of debts with respect to such delinquencies. In ~
event shall foreclosure procedures be instituted by any such district or on ~,ts
behalf unless such delinquency had been in existence or continued for a pefi0~
of two years from the date of the first such delinquency for which forecloSur6!:ig
being sought. :~:!ii~i~i~,~"i’:ii!i

Acts 1982, c. 74.

Gas ~=14.6.
Municipal Corporations ~,712.
Waters and Water Courses ~=203.
Westlaw Topic Nos. 190, 268, 405.

Library References
C.J.S. Gas §§ 64, 84 to 85.
CJ.S. Municipal Corporations§ 1535.
C.LS. Waters §§ 483, 666 to 732.

Counties .,~=154.5.
Municipal Corporations ~=879.
Westlaw Topic Nos. 104, 268.

§ 16-13A-10. Budget

The board shall establish the beginning and ending of its fiscal year~
period shall constitute its budget year, and at least thirty days
beginning Of the first full fiscal year after the creation of the district
annually thereafter the general manager shall prepare and submit to
a teritative budget which shall include all operation and
payments to a capital replacement account and bond payment
ensuing fiscal year. Such tentative budget shall be considered by
and, subject to any revisions or amendments that may be
board, shall be adopted as the budget for the ensuing fiscal year.
adoption of the budget, a copy of the budget shall be forwarded to
commission. No expenditures for operation and maintenance
excess of the budget shall be made during such fiscal year unless
authorized and directed by the board.

Acts, 1953~ c. 147; .Acts.l,981, c. 124.

Library References
C.J.S..Municipal Corporations

1622.

Notes of Decisions
In general 1 b3~ "district sufficient

- al and maintenance expenses, to

1. In general: principal and interest of

Corporations holding sewer revenue bonds ofby, district, and to file,tariffs
public service district, a public corporation andcharges with Public

b man Code, 16 13A 1 et seqpolitical subdivision of state, had right y - - Y . "’
damus to enforce and compel distric~ ahd mein-~¯ 16"1~3A-13, 16-1-3A-~17.
bers of the Public Service Board to establish,Ins. Co. v. Union Public Service
charge and .g~lI~ct rates for services renderedS.E.2d 102, 151 W.Va. 207,

§"16213A-11. " Accounts; audit

,-The general manager, under direction ~of the board, ,shall
a proper systemof accounts~ in accordance.with all rules,
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pertaining thereto by the public service commission, showing receipts from
operation and. application of the same, and the board shall at least once a year
�~i~se~ ~ia~h aCc0un~s to be properly audited: Pr0xiided, That such audit may be
any dudit b~ an independent piibliC accountaht :~6~pleted within one year of
title tlme.reqmred fbr the submission of the report: Pi’o~ided; however, That if
the distifiCt is!’equired tohave its books, records and accounts audited aniaually
b~an indepei:i~ient certified public accountant as a result of any covenant in any
i~b~ird res0iiitiO/a~or bond :instrument, a copy of suchaUdit may be submitted in
satisfaction~of th~:requirements"of this section and is hereby found, declared
~ind:determined to besufficientto satisfy the requirements ’bf article nine,
6hapter six of ~this code pertaining to the"annual audit report by the :state tax
Commission. A copy of the audit Shall be forwarded :within thirty days of
submission to the county commission and to the;publics.service commission.

T~I~ ~treasure~: 0f each public, service district shall keep and presel-v~ all
fiiiafi~ial records ~ of the public service district for ten years, and shall ~at all
ti:~es~hhve Such reObl-ds~i~eadily a~zailable for public inspection. At the end of

¯ o’f office, "the treasurer of each public service district sh~ll promptly
d~’h,ger ’all-financial records~ bf the ptiblic service district to his successor in

Any treasurer~.!of.a public.service district who knowingly or ~willfully
;~i~latesany pr0visiomof this s:ection is guilty of a misdemeanor; and shall be

l̄ess than~. one~ hundrOd dollars nor more than five hundred’,.dollars,or

ail not more-than .ten days, or both.-

~’!i:953, ~ 147; Acts1981; 6. 124;. A~ts 1986, c. 81.

~" :Library Refe~erices :
54:5. ~c. ’:~ ,., ..,. CJ.S. Municipal C0rpo/~ati0~’ ~§’i~’~i to

1622. ~
104, 268

¯-: Di~lmrsement of district funds

money mdy~ be i3~1 bur by a district except upon an:~order signed by
and ~dcr~t~’ 6~"siJch bohrd, ~or ~uch’ o~her :~son.: or l~er~bhs

~i .~ Or Secretary, as fl/e ~ase maY~be~ t6 sign such
:" E~iCh order for the payment ofinoney shall specify tii6

for which the amount thereof is to be paid, with ~Uffi~ient ~cleai~n~~

the order is issued, and ~there shall be endorsed
the name Of the phrticula~ ’fund’out of which it is p~iyable~"and it sh~lt

the fund constituted for such p~urpose, and no other. All such
shall be reflected in the minutbs of"the next meeting of the board.

47; .Acts, 1981, c~.124.                          .

Library References
~’158. C.J.S. Counties § 198.

~’883. C.J.S. Municipal Corporations §§ 1626, 1635¯
Nos. 104, 268:

613



§ 16-13A-13 PUBLIC HEALTH

§ 16-13A-13. Revenue bonds

For constructing qr acquiring any public Service properties foi~ the auth0r.i2~~
purposes of the district, or, necessary or incidental: thereto~ and ~fqr constru, ct!~g
improvements and extensions thereto, and also for: reimbursin~"o/~ payin~
Costs .and expenses of creating the district, the bodrd of any zu~,h
hereby authorized to borrow money from ~fime to time and in ~e~iddnce _the)~
issue:the bonds of such district, payable solely fr3mihe revenues’ dei-iyed.,~h’~:
the operation l ofthe, public service properties.unde~2-contr0! of the.di§t~:i
Such bonds may be issued in one or more series, may bear such date
may mature at such time or times not exceeding forty years from,,thei~
respective dates, may bear interest at such rate or rates not exceeding eighteen.
percent per annum payable at such times, may be in such form,, may
registration privileges, may be executed in such manner, may be
such place or places, may be subject to such .terms bf redemption
without premium, may be declared or become dtie before maturity
may be authenticated in any manner, and upon compliance with such.
tions, and may contain such terms and covenants as may be ;t
resolution or resolutions of the board. Notwithstanding the form or
thereof, and in the absence of any express recital on the fac~e
bond is nonnegotiable, all such bonds shall i:be, and shall be
negotiable instruments for all purposes, Bonds bearing the
officers in office on the date of the signing thereof shall be valid and
all purposes notwithstanding that before the delivery thereof any or
persons whose signatures appeag ~therepn shall have ceased to be
Notwithstanding the requirements or provisions of any other
bonds may be negotiated or sold in such manner and at such ,t~me
found by the board to be most advantageous, and all
such price that the interest cost of the proceeds therefrom does not
nineteen percent per annum, based on the average~.matu~ty of
com~uted according to standard tables of bond values. Any
reso~{itions providiflg for the issuance of such bonds ~may contain
nants and restrictions Upon the issuance Of additioi~al 156~ids t
be" deemed necessary or advisable for the assurance Of the payment
b0nds thereby auth0~ed.

Acts 195-3, c; 147; Acts1970, c. 11; Acts 1970, c. 12; Acts-l.970,~,lstEx~ Sess,~
~980, c. 33; Acts,198~l:, 1st Ex.Sess., c. 2; .Acts t989., c:J74~

Library References      .~:
Counties ¢~174. C .J.S. Counties § 218.
Municipal Corporations ~911. C.J.S.
Westlaw Topic Nos. 104, 268. 1649.
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Notes of Decisio ~n~
!.n genera! 1, ,.: ~           charge~ :~’i.th! :~Public .Service Commission.

Corporations holding sewer reveo~’b0nds of " Ins. CO. v. UnioriPublic Servie~ Di, st., 1966, 151
t~hlflic service diff,~iCt, a public Cbrph~afi6n andS.E.2d 102; 151 ~W.Va.: 207. :. Mandamus !~, 110
political subdivisi0~ .’of state~ ~hadifighi by~;man.~Two acts~ amending same;~Code: section in
damus to. enforce and. compel district’ and mere=~ m,,anne~,, egcept as ,to~ maximum interest
l~ers Of ~he Public SePtic’Board to ~tablish,,rat.e.;~0f bond~.s, enacted .~n’ #ame. date afsame~:fi~ge and:’6olleet"rates ’for ~er/,ices~ reilde~ed " ~egtslative session, ~andq~np6gsible to d~te~ine
b.~distt~igt~suffieient’to provide for all operation- ~ Which passed afte~the other, that having lower
al and maintenance, expenses,,to pay, when due, rna~mum interest, rate will .govern. 53 W Va
l~rincipal andintdi-est of revenue bonds issued Op.Atty.Gen. 418 ’(April’ 8, 19~0) 19’70 WL

!:’I6"13A-i4~. ~:ItemSincluded in cost of properties ~

,, The cost of any public service properties acquired under the provisions 6f ~_i~
~rticle shall be deemed to include the cost of the acquisition or ~onst~’ti~ti0h
~ereof, the cost of all property rights, easements and franchises deemed
~cessary or convenient therefor knd"foi: the improvements and extensions

for stormwater systems and associated stormwater managemer/t pro-
¯ :~atns~ those-’ activities which include, but are not limited to,. Water. ~’q~aIity

activities necessary to comply with all federal :and State requii~e-

interest upon bonds prior to and, during ,construction or acquisition and
six months after complefien ~-�0~t~/~[~ ~r ~f acquisition of the improve-

and extensions; engineering,, fiscal ~igents and legal expenses; .expenses
of cost and of revenues, expenses for plans, specifications and

other expenses necessary~ or~ . incident;:~to,. .~ ,    .~ determining. ....
the~ feasibility....~, or

of the enterprise, administrative expense, and such other ex-
be necessary or ineidenf~to- the financing tie~blnduthorized; ~nd

or acquisitien of the pi~6pe~ti’~s~and, the"pl:dcing 6f same in
and the performance of the things~ hereiffrequired or permitted, in

1-953, ’c. 147~~ Acts 2002,c. 272, eff190idays aft6i’ Mardh 9’, 2002.’      "

~i~!~,,,, Library References ....... ~. -
54.5.: ’ ~i~:S: Municipal C6rp0rations §§ 1621 tO

1622.
268.

16-13A-15. Bonds may be secured by trust indenture

~the discretion and at the option of the board such bonds may be secured
a trust indenture by and between the,district and a corporate trustee, which

a trust company or bank havir~ ~0WerS of a trust company within or

State of West Virginia, but no such trust indenture Shall convey,
or create any lien upon the public service properties or~any part

The resolution authorizing the bonds and fixing the details thereof
provide that such trust indenture may contain such provisions for protect-

enforcing the rights and remedies of bondholders as may be reasonable
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§ 1~13A-15 PUBLIC HEALTH

and proper, not in violation of 1-aw~ including covenants setting forth the duties
of the district and the members:of its board and officers in relation to
construction or acquisition:of public service properties and the improvement,
extension, operation, repair, maintenance and insurance thereof, and-the custo-
dy, safeguarding and application of all moneys, ,and may provide that al! or
part of the construction work shall be contracted for/constructed and ~paid

under the’ Supervision and approVal of,.c~sulting -er~gineers employ’ed:~Oi~
de~’ignatbd’ b~ the bba~d and sati.sfaciory ti~: d~" orig~! bond pur6has¢~,.~
successors, assignees or nominees, who may be given the right..to require.::th~
security given by contractors and by any depository of the proceeds of bondg.’o~,
revenues of the publi~c service properties or other money pertaining ther6to
satisfactory to such purchasers, their successors, assignees or nominees. Such
indenture may set forth ~e rights:.and,remedies~ of the bondholders, and suc~:
trustee.

Acts 1953, c. 147.

Counties ~=183.
Municipal, Corporations ~=~950(15 ).
Westlaw Topic Nos. 104, 268.

Library References

C.J.S..Counties § 222.
C.J.S. Municipal Corporations ,§§

1709.

United States Code Annotated

Trust Indenture Act of 1939, see 15 U.S.C~A~.§. 77aaa et, seq.

§ 16-13A’16, Sinking fund~for revenue bonds

At ~ri~efore .the time of the issuance ofanyl bonds hnder.this article.
sh~il by~esOlu~ior~ .or in the trust ii~denture ~-ovide for th~ ~reation of a
fund .and for monthly payments into such fund from the revenues of t~.
service properties operated by the district such sums in excess
maintenance and operation of such properties as will be sufficient
accruing interest and retire the bdnds at or before the time each will

ly become due and to establish and .maintainreserves therefor. All
are or should be, in, accordance .with such provisions, paid
fund shall be used solely for payment of interest and for the
bonds at or prior to maturity as may be provided or
resolutions.

Acts 1953, c. 147.

Counties ~=18&5.
Municipal Corporations ~;95 I.
Westlaw Topic Nos. 104, 268.

Library References
C.J.S. Municipal Corporations

1705.
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PUBLIC :SERVICE DISTRICTS § 16:13A-17

§ 16-13A-17. Collection, etc, ofrevenues!and enforcement of covenants;
- ......., default;: suit, etc., by bondholder or trustee to compel

performable of duties; appointment and powers of receiv-
,~ er

~The board, ofany ~ch:i/idistrict shall have power to insert enforceable
provisions in anyresolution authorizing the issuance of, bonds relating to the
~011ection, custody and application of reven:ues of the district from the opera-
tion of the public service properties under its control and to the enforcement of
the covenants and undertakings of the district. In the event there shall be
default in the sinking fund provisions aforesaid or in ~the pa~t of the

or interest-on any of such bonds or, in the event the district or its
or any of its officers, agents or employees, shall fail or refuse to cofnply

with the provisions of this article, or shall default in any covenant or agreement
~ /5 the issuance of such bonds or offered aS security ~herefoi:~
!, holders of sli~h bonds and any such trustee und~F th~ ti~ust

there be one, shall have the right by suit, action, mandamus Or
instituted. . in        .the. circuit court for the county., or ariy of th~
the dis/~rict extends, or iri~ any other court of ~Jinp~teiit

to enforce and compel performance of all duties requii’ed by this
or undertaken by the district in connection with the issuance of such
and upon application of any..sueh .holder or holders, or such trustee,

shall, upon proof of such defaults, appoint a receiver for the affairs
its properties, which receiver so appointed shall forthwith

or by his agents and attorneys, enter into and upon and take posses-
the affairs of the district and each and every Part thereof, and hold, use,

, and:~inthe name Of the dis~iCt exerciserights iirid~°wers of:sileh~:d;i~ti’iet~~i~shall ~be: deemed expedient, and
.-receiver shall-,have power and authority to.collect and receive all revenues

’same :in ,such manner, as the court shall direct. Whenever. the default,
of:such, receiver shall have been cleared and fully

all other~defaults~ shall .have been cured, the court may.in ~ts.~
after~’suchmoticeand ~hearing:as it deems .reasonable and properi

receiver,t0~surrender possession of the affairs of the district to :itsreceiver ;. so appointed: shall~:.~have no power to. sell, assign;
or otherwise dispose<of:.:any assets of the distri6t ’except.as hereinbe:.

¯ ,..c-. !47. ~...

;-~ Library References

Nos. 104, 268.

CJ.S: Counties § 22&.!,.         .~    ~: . _

C.J.S. Municipal Corporations §§ 170~, 1.-711.
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§ 16--13A-17 PUBLIC: HEALTH

In general 1
Notes of Decisions

1. In general
Corporations holding sewer revenue bonds of

public service district, a public corporation and
political subdivision of state, had right by man-
damus to enforce and compel district- and mem-
bers of the Public Service Board to establish,
charge and collect rates for services rendered

by district sufficierit to provide for all operation-
al and maint,e, na.,nce..expenses, to pay, when due,
p~qncipal anal in{efe~t of revenue bonds issued
by district, and to file tariffs reflecting such
charges with Public Service Commission:
Code, 16-13A:-t et seq., 16-13A~9, 16-13J~-~-1.0,
16-13A~13 16-13A-17. State ex tel. Allstate:
Ins. Co. v. Union Public Service Dist.,.1966,
S.E.2d 162; i51 W.Va. 207. Mandamus ~=

§ 16-13A-:18. Operating contracts
The board may enter into contracts or agreements with any persons, firms

corporations for the operation and management of the public service prop�
within the district, or any part thereof, for such period Of time and under
terms and conditions as shall be agreed upon between the board
persons, firms or corporations. The board shall have power to
resolution authorizing the issuance of bonds, or in any trust indenture;:

such bonds, that such contracts or agreements shall be valid
the district as long as any of said bonds, or interest thereon, are
and unphid.

Ac~ 1953, c. 147.

Library Referenc~
Counties~=,ll4. C.J.S. Counties § 161.
Municipal CorpOrations ~=328. C.J.S. Municipal Corporations
Westlaw Topic Nos. 104, 268. 1029.

§ 16-13A-18a. Sale, lease or rental of water~ sewer, ., st0rmwat~r,
system by district; distribution of proceeds

In any case where a public service district owns a water,
or gas system, and a majority of not less than sixty percent!ofthe
the pUblic service board there0fdeem it for the;best interests.of.
sell, lease, or rent such water, sewer, stormwater ,or. gas.system to
pality.0i: privately-owned water, sewer, st0rmwater or
water, sewer, stormwater or gas system .owned by.an :adjacent
district, the board may so sell, ,lease or rent such water, sewer,
gas system:~pon such terms,and conditions:.as, said
considers in the best interests of the district: Provided, That such
or rental may be made only upon: (1) The publication of notice of a
before the board of the public service district, as a Class I legal
in compliance with the provisions of article three, chapter fifty-nine
code, in a newspaper publishe~l: aildof g6nei:al circulation in the
counties wherein the district .is located, such publication to be
thali .twenty days and not later than seven days pfioi" to
approval by the county commission or commissions of the county
which the district operates; and (3) approval by the public service
of West Virginia.
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.PUBLIC SERVICE DISTRICTS
§ 16-13A-20

~ ~.~.~ . . ¯
~umc,pal Corp, ~ior
~stlaw Topic Nos. 104, 268~.~ ~ .... ¯

. nerM 1 .... ¯

~te au~o~z~ creation of ub~c "~:~:.’. :~ ..~ . ¯ ~ ~ p ,    Se~lce
~m:conters upon pub~�se~ice’bOarfl au-

In the event of any such sale~ the proceeds thereof, if any, remaining after
payment of .all outstanding bonds and other obligations of the district, shall be
ratably distributed to any persons who have made contributions in aid of
construction~ of such water,.- sewer, stormwater~or gas system, such distribution
not to exceed the actual amount of any such ..contribution, without interest, and
any balance of funds thereafter remaining shall be paid to the county commis-
,sion of the county in which the major portion of such water, sewer, st0rmwater

system is located to be placed in the :general funds of such county

Acts 1963, c..75; Acts 1981; c. 124; Acts 1986, c. 81; Acts 1997,’c: 160; :~ff~ ~ 90 days -after
April 10, 1997; Acts 2002, c. 272, eft.’90 days after March 9, 2002.

~;!:~ ’ ~ " ~ Library References .~
Counties ~110. " "" C.J.~S. Cot~nties § 147.Municipal Corporations ~225.

"Wesflaw TopicNos~ i04, ~268.~ C.J.S. ~Municipal.         .Corpt~rations ....§§. 882~, to ~92.

~.q6"13A~l 9. S ......’ .... ~ ..... ~ ......
~~’:

. tatutory m0~tgagelien ct~eated; forecl6sube ther~iff

~ be and ts hereby created, a statutory .mo!~gage lien upon such
r properties iof the district, which ~Si~li exist :i~’f~or Of.the.
; hereby ~U~iz~d to ~e iS~Ued~ and each of the~and .the, i~Oup~hs~

to Said bgnd~,and such i3ubliC service p~0pe~ties ~fiaii ~grnain subject
~sta~tu~to~ ~, t~ ~e lien unti!:Pa~men.t ~ ~ulI’ of;all pri,rj~ipaj0~i~ndl
on. such.] ~ ~ Any holder of.Su~h bonds,~0~ any coupdnsl.-att~ch~d

at law or in equity, ~enforce said statutory: mortgage lien
upon default .in the payment,of the~ principal of or. interest

~.~,.bonds~ may: foreclqse such statutory mortgage lien. in the mani~er BOwl
~i’i!i" dby the. l~"Of ~’ State of West .....~’~ :’" ~......... ,., ,. ~: . ~.. .: ~,., ~.- ..... .:    Vir ~ma for the fore

g~g~s,Qn.real.proper~y." ...., ........., ....
g. - . i~.!osure of

~!,!~;: Library Refere,nces" : "
C.J.S Counties § 226.

Corporations ~’937, 955.
C.J.S. Municipal~ Corporations §§ 1707, 1711.

Notes of Decisions
~ of public service di~ict; and’aCtidfi":6f iegi~la-

ture conferring such auth6rify ~as.within the
legislature’s power. Acts 1953, c. 147; Const.
art. 10, ,§ 8. State ex tel. McMillion v. Stahl,
1955, 89 S.E.2d 693, 141 W.Va. 233. Munici-
pal Corporations ~=~ 222; Municipal Corpora~

mortgage’ !left 6n the p~bperty, tions ¢= 225(1) ~    ~ ....- ,0~i~l: ~. : .......... :, ~ ,.~~:~3A-~20. Refunding~revenue bonds

~ ~5o~fd 6f anydi~mct’~ havin issued bo ’ "~~..~’~ , ....... ~ , ._ g ~ nds"under~the provisions of this
~1~¢~s~fiereoy empowered: ~ere~her by ~esolufibfi.~O.~is~e reMnding bonds
~~,~iStrict for ~e pu~ose of:,reti~ng., or ~e~nancing such ~ou~tanding

~f                                        61".%



§ 16-13A-20 PUBLIC-HEALT.HI

bonds, together with any unpaid interest thereon and. redemption premium
thereunto appertaining and all of the provisions of this article relating to~the~
issuance, security and payment of bonds shall be applicable to such refunding
bonds, subject, however, to the provisions of the proceedings ~which authorized
the issuance of the bonds ’to be so refunded.    ~r                           ~:~.~

Acts 1953, c. 147.

Counties ~=175.
Municipal Corporations ~=913.
WestlawTopic Nos. 104, 268.

Library References:

C.J.S. Counties § 218.
C.J.S. Municipal Corporations §§ 1647.t9

1648, 1651.

§ 16-13A-21. Complete authority of article; liberal construction; district
to be public instrumentality; tax exemption

This article is full and complete authority for the creation of publicserTc~e
districts and for carrying out the powers and duties of same as herein proV{d~[!
The provisions of this ~rficle.sha]! be liberally construed to
purpose and no procedure o~ :p~b~eedings, n0ti~s, ¢on~ents or
required in connection the~’e~:th:’except as may be prescribed by this
Provided, That all-functions, powers and dutie~ of the pfiblic service
sion .of West Virginia, ~the bureau of publichealth, the division
protection and the environmental quality board remain:’ unaffected
afficle. Every district organized, consolidated, merged or
article i~s a ptiblic instrumentality created and functioning inthe interest
the betiefit of the ~ublic, and its property and income and any
it are exempt from taxation by the state of West Virginia; and t
bodies of the state: Provided, however, That the board 0fan)
use and apply any of its available revenues and inc6ih~’foi:-th;e
such board determines to be tax or license fee equi-Jalents~to "hny
body and in any proceedings for the issuance of bonds of
reserve the right to annually pay a fixed or computable sum to
bodies as such tax or license fee equival~nfi

Acts 1953, c. 147; Acts 1986, c. 81; Ac~s 1994, c. 61.

Counties ~,18,
Municipal Corporations ~=5.
Taxation ~=~2316, 3519.

In general 2
Validity 1

Library References
Wegflaw Topic Nos. 104, 268, 371.
CJ.S. Counties § 31.
C.~.S. Municipal ~orporations § 11.

1. Validity
Statute authorizing creation of public service

districts violates no provision of state Constitu-
tion, nor is it violative of Fourteehth Amend-
ment- to United States Constitution. Act 1953,

Notes of Decisions
c. 147; U~S.C.A.Const. Amend.
McMill~bn ~. Stahl, :i~55,
W.Va. 233. Constitutional
nicipal Corporations ~= 4

Statute- authbi-izi~ng creation Of
districts does not, in so far
Court tc
sei-m’ce dish’i~t’
same: in first instance,
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delegation of judicial functions to the County
Court, Acts 1953, c. 147; Const. art. 8, § 24.
State ex rel. McMillion v. Stahl, 1955, 89 S.E.2d
693, 141 W.Va. 233. Constitutional:Law ~=,
2355; Municipal Corporations ~=~ 4

2..,In general
Statute authorizing creation of public service

districts :confers upon public service board au-
thority to create mortgage lien on the property,

1955, 89 S.E.2d 693, 141 W.Va. 233. Munici-
pal Corporations ~ 222; Municipal Corpora-
tions ~ 225(I)

Title of act authorizing Creation of, public ser-
vice districts in connection with acquisifibn,
construction, maintenance, operation, improve-
~ment and exte ~nsio~ of properties supplying wa-
ter and sewerage services, clearly defines object
and puPpOseg of a~t and powers of governing
board, and is ,sufficient to me,~t constitutionaJ

of public, service district, and action of legisla-requirements. Acts 1953, c. 1.47; Const. art. 6,tttt~ conferring stich authority ~was within the’§ 30. s~ate hx rblJ lvi~/vlillio~(/. Stmhl, ’t955,;~89legislature’s power. Acts 1953, c. 1.47; Const.S.E.2d 693,:141~W.V~. 233: Statutes ~ 123(3);
~. !0,, § 8. State ex tel. McMillion v.:Stahl,-Statutes �~= 123(5)

§ 16-13A-22. Validation of prior acts and proceedings of cowry courts for

creation of districts, inclusion of additional territory, and
appointment of members of district boards

~,: All acts and proceedings taken by any county court of this slate purporting to
llave been carried out under the provisions of this article which h~t~e been

prior to the date this section takes effect, for the purpose of creating
service districts or for the, purpose of subsequent inclusion of additional
,. to existing public service districts, after notice published by ~any such
court having territorial jurisdiction thereof of its intention to ’include

..... additional territory after hearing thereon, are hereb vali. " ¯ .~/~:~i:~a~. . ,,:..-:- ..., . ..... ~ . ........ ~ .....,, , y ,date, d, rat!fled,~i~:~approvea ana connrmea notw~thstandin an 6fli~r
i~:~%~" .. _ g y lack of ower other
................. ia ....... P ( than
~o st~tutmnal);of~any such county court to create such public service distriCts

ibrinelude:additi~onal te~ito ¯ ¯ ’ "~ .... . . ry to ex~stang pubhc service d~strlctS~.;,......, or.lrregular-

~i:~’~~2~g’~es:. tomer.~..    ,: flaan. "’..~c°nstituti°nal)" . ......
in such proceedings, ~relating

,~.~,~:~q~~tieh-.members; ..............’~r~Otqcithstanding .....that nO, di,ty incoi~p~fated to, wn or 6ther
~clpal’co or~tion~’.ha,Cin a " ~ "~-~,~:-

rp g population m excess.-of~thr .: ....:" ~.~;’..N.~ ....................................... , ~ , ee thousand ~s~auaea wam~n tlae ’thstnct/ ’and the appointment, aS’d: qcihlifica~fi6ti 6f sfieh

~ieyr,’l~ers, and"-~her in’cludingany~irregularifies, iti th’6 iS~fifion: for::tlie
~ ~"2~’v c < " ’ .’ , . . , . ., , .~\6~ of-any pubhc sercice d,str, ct;: irre ulafities ........~!~.....~. .... - .... .... g ~n the description Of :the~

~.~mp~ced by such dastnct, and ~rregularmes ’in ’tit6~ff6fi~e>and~6ubii~6~fibi~
~t.i.c.~f,.~r the ihearing:creatiilg~s~i~h diStifict,

~E,cn cases where moretlaan tlafee’ m~mbers
¯ . .date th~s section takes effect"then,"~tieh

.... autl!onyed and empowered to
., ,.,.: ,    .~..’: ~,.,.:~ ~,: ~ .~ anner as otherwise prowded by

; : ,a~. ~ § ; 9; : : redesignated, the once, of the’.:,cOUnty:,court : :~ .
’, commission.~ :"
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§ 16-13A-22 PUBLIC .HEAL~H

Library References

Counties ~=18. C.J.S. Counties § 31.
Municipal Corporations ~5. C.J.S. Municipal Corporations § 11.
Westlaw Topic Nos. 104, 268.

§ 16-13A-23. Validation of acts and proceedings of public service boards

All acts and proceedings taken, by any public service board the member~.iof
which were appointed, prior to the date this section takes effect; by
court. Of this State having territorial jurisdiction thereof, are hereby
ratified, approved and confirmed, as to defectsand irregularities which
otherwise exist on account of their appointment and qualification:
however, That nothing herein contained shall be construed to excuse a
act.

Acts 1958, c. 14; Acts 1960, c. 19; Acts 1965, c. 134.

W.Va. Const., art. IX, § 9, redesignated the office of the county court, .~ ~
as county commission.

:.

_ Library References

Counties ~47. C.J:S.:Counties §§ 70 to 73.
Municipal Corporations ~ 166. C.J.S.~ Municipal CorpOrations
W~sfla.w Topic Nos. 104, 268.

§ 16213A-24..~ Acceptance :of loans, grants or temporary advances

Any public service district created, pursuant to the     " "
authorized and empowered to accept loans or grants and
temporary advances:evidenced by:notes or other
in the~manner, and:subject ~to the privileges and.limitations., set
respect to bonds authorized to be. issued under ,the provisions
the pU ~rpose.:of paying part or all of the cost of construction
water .systems, sewage,~.~Systems, stormwater s~ystems~!or stormwater~
ment systems or ggs facilities, ,or all ..of these,, and the othe~
authorized, from any auth°rized~agency or from the~ United States of
or .any federal, or, public agency .0~ dep~artment of .,the United
pdyate. agency, cq.~..0,ra~i~n o~ !ndiy~dual~ :w~ch
ind~uding,the interest thereon, may be repa.id OUt of the proceeds
aufli~riz~ to be issued’under the. p.rgvi~i0~!S., of this~ article,~e

s~~dwater system,,s~w~ge system, s~ormwater system..,, or~te

m~nagement system or gas facilities, or grants to file~se

from any authorized agency or from-the Umted ,~ ~m

fede/~al or public agency or department of the .Umted
agency, corporatmn or md~wdual or from any
payment, and to enter into the necessary contracts and agreements
the purposes hereof with any authorized agency or..the
America or any federal or public agency or department of the
with ;any private .agency, corporation or~individuaL An3
article to the contrary notwithstanding, interest on any
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p, UBLIC .SER~CE DISTRICTS § 16-13A-25

advances:may be paid .from the proceeds thereof until the maturity of such
notes or other negotiable instrument.

Acts 1958, c. 14; Acts, 1980, ¢.60; Acts 1981, c. 124; Acts 1986, c. 118; Acts 2002, c.
272,, eft. 90 days after March 9, 2002.~ ........... ~ ,~

’, £ounties ¢~149.
!~ ;.Municipal Corporations ~864(3).

 i!!i i04,
~ii~,;~ ~ ’ . .
~:~:?:: ~4_ ~ ~ . , . ,,

~ : [~eneral~~ 1

" " C.J-:S. Counties §§ 185, 187.
C.J.S.,Municipal ~orporafions §§ 1583

1585, 158~.

Notes of D~cisions

tO

tiot~~, is permissible :borro~ing utider this sec-
tion; 62..W.Va. Op.Atty,Gen,..27 (May 6, 1988)
!988 WL 483331..L:: In genei,~il-    - . ,      .       :

=~The borrowing by PSD s ofmoney from coun
ties and/or municipalitieS, as evidenced by a

ili~:.~ii~:~ 16-13A-25: BorroWing and bond issuance: procedure
~Z:~!~!hi~ : ’ ..... ’ ..:’~ ’:5 ., : ." ~ ~.’ ’: .:’ -
~iii:.~ii!~.:~,(a) Notwithstanding~ a~y ~oth~r .pEgy~io.n.s :of ~is article ~to the contrary,, a
ii~i~blic s6rvice district .may ~o,t, b0ri:~w~:..rJaori,,ey, .enters into contr, acts ~for the
~!~i~prows~on"~"::~"~ ~:; "’ of er~gineering,~ design or feasibility Studiesl issue or .contract ........to issue

enue bonds or exercise any of the powers conferred by the provisions of
ii~’~....ii~i~ .: ,- . ~. : ~ .... . .... . . . .
~on thirteen,I ~er/ty or tw¢.nty:four of th~s article w~thout the priorconsent
~di.fipproval o~"~ Public S~rwc~e Co~mission...Pro~zded, ~hat..appr0val,:0f

~di~ ~e~ ~;~ in ’secti0n eleven, article. ~wio, ~hrapte:o~Wce?:Y~cO~r~:fs trhei::~vOed~
~this section is not required if the funding "s a p ~j ’ "

ertfficate of public convenience anff-~neceS~i~y after the eighth day of July,
~o~ thousand five, ’from the commission and where .the cost of the project

~ e~ but ~the chang6 .does not:affect the rates estabiisheti for the project.

;~.~,,:~,~{:i The Public Service Commission may waive the provisionof prior consent
~i:l approval for entering into contracts, for engineering, design or feasibility
°~’diesl~{~,~. pursuant to this Section fo~ g60d Caki~e shown which is evidenced by the_

service district filing a request for waiver of this section stated iia a"letter
to the commission with a brief descrtptk;a Of.the project, a verified
by the board members that the public service district has complied

five-g of this code, and~ fu~her explanation of ability to evaluate
~own engineering contract,~incl{i~ii~;’bfit ~gt limited to:

the same engineering.firm; ~or ........ .

~a :~St.~.~fion’pi’oject requiring engineering services. The
also forward an executed copy of the engineering contract ~to the
after, receiving approval of the waiver.            ,..

that meets one or more of thb :fo’l~!~!g criteria
requirements:    .. ,-. .:    .      ~..

sei~ice.district that i~.a. Class A flfil~,~n: the firsf
two thousand three,..or ~subsequently becomesa .Class. Anfility as:

z commission’rule; .... :
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§ 16~13A-25 PUBLIC HEALTH

(2) A contract with a public .service district that does not require, borrowing
and that can be paid out of existing rates;

(3) A contract where the payment of engineering fees are contingent upo~i,
the receipt of funding, and commission approval of the funding, to constru~:
the project which is the subject of the contract; or

(4) A contract that does not exceed fifteen thousand dollars.

(d) Requests for approval or waivers of engineering contractg
deemed granted thirty days after the filing date unless the staff of the
Service Commission or a party files anobjection to the request. If an
is filed, the Public Service Commission shall issue its decision within
hundred twent~ days of the, filing date. In the event objection is received

request for a waiver, the application shall be considered a request for ~vaiv~r
well as a request for approval in the event a waiver is not

(e) Unless the properties to be constructed or acquired represent
extensions or repairs of ,existing system~ in .the usual course of
public service district must first obtain a certificate of public
necessity from the Public Service Commission in accordance with the
of chapter twenty-f0ur of this code when a public service district is
acquire orCtlristruct public service property.     "
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SWEEP RESOLUTION

WHEREAS, Shady Springs Public Service District (the "Issuer") is a public
service district, public corporation, and political subdivision of the State of West
Virginia;

WHEREAS, the Issuer is obligated to make payments on bonds issued by Issuer,
as more specifically set forth on Exhibit A, attached hereto and incorporated herein by
reference (the "Bonds");

WHEREAS, the Issuer makes or will make monthly debt service payments on
and transfers reserve funds for the Bonds by check to the West Virginia Municipal Bond
Commission (the "MBC") which in turn pays the owners of the Bonds and deposits funds
in the reserve accounts;

WHEREAS, the MBC may accept such monthly payments by electronic funds
transfer, thereby eliminating delay in payments and lost checks;

WHEREAS, the Issuer finds and determines that it is in the best interest of the
Issuer, its customers and the owners of the Bonds that the monthly debt service and
reserve fund payments be made by electronic funds transfer with the State Treasurer
sweeping the Issuer’s account.

NOW THEREFORE BE IT RESOLVED AS FOLLOWS:

1)    The monthly debt service payments on the Bonds, as set forth in Exhibit A,
shall be made to the MBC by an electronic transfer by the State Treasurer from the
accounts set forth in Exhibit A in such form and at such directions as are provided by the

2)    The Chairman, Secretary and General Manager are hereby authorized to
sign and execute all such documents as are necessary to facilitate the electronic transfer
of the Bond debt service and reserve fund payments.

3)    This resolution shall be effective immediatel~adoption.

Adopted this 25th day of October, 2010..~&e~- ~’/~//J

/ (Authorized Officer)

3270351.1
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