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PHASE IT & IV

TOWN OF WAR

BOND ORDINANCE

ORDINANCE AUTHORIZING THE PAYMENT OF THE
WATERWORKS SYSTEM DESIGN BOND ANTICPATION
NOTES, SERIES 2009 A, THE PAYMENT OF THE
WATERWORKS SYSTEM DESIGN BOND ANTICPATION
NOTES, SERIES 2009 B AND THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF THE TOWN OF WAR, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED
THEREQF, THROUGH THE ISSUANCE BY THE TOWN OF
NOT MORE THAN $1,500,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2010 A
(UNITED STATES DEPARTMENT OF AGRICULTURE); AND
THROUGH THE ISSUANCE BY THE TOWN OF NOT MORE
THAN $700,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2010 B (UNITED STATES
DEPARTMENT OF AGRICULTURE); DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE
BONDS; PROVIDING GENERALLY FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE HOLDER OF THE
BONDS; AND PROVIDING WHEN THIS ORDINANCE SHALL
TAKE EFFECT

PHASE II

BE IT ORDAINED AND ENACTED BY THE COUNCIL OF THE TOWN OF

ARTICLET

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for this Ordinance. This Ordinance is adopted and enacted
pursuant to the provisions of Chapter 8, Article 19 of the West Virginia Code of 1931, as
amended (the "Act"), and other applicable provisions of law. The Town of War (the "Issuer”) is
a duly created and validly existing municipal corporation and political subdivision of the State
of West Virginia in McDowell County of said State.

Section 1.02. Findings and Determinations. It is hereby found, determined and
declared as follows:




A.  The Issuer now owns and operates a public waterworks system. The
Project, as hereinafter defined, hereby authorized and provided for is public purpose of the
Issuer and ordered for the purpose of meeting and serving public convenience and necessity.

B.  The Issuer desires to pay the Waterworks Design Anticipation Notes,
Series 2009 A, dated January 29, 2009, issued in the original aggregate principal amount of
$306,500 (the “Series 2009 A Notes™) and Waterworks Design Anticipation Notes, Series 2009
B, dated January 29, 2009, issued in the original aggregate principal amount of §140,000 (the
“Series 2009 B Notes™) (collectively, the “Prior Notes”) and finance and acquire, construct,
operate and maintain certain additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be
owned and operated by the Issuer.

C.  The Issuer has temporarily financed the design and other preconstruction
costs of the Project by the issuance of the Prior Notes.

D.  The Prior Notes were issued pursuant to ordinances of the Issuer previously
enacted for such purpose (such ordinance as supplemented and amended is herein called the
“Prior Notes Ordinances™).

E. It is deemed necessary and desirable for the Issuer to pay the Prior Notes.

F. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is hereby
ordered, that there be acquired and constructed certain additions, improvements and extensions
to the existing waterworks facilities of the Issuer, consisting of improvements to the water
system, together with all necessary appurtenances (collectively, the "Project"), particularly
described in and according to the plans and specifications prepared by the Consulting Engineer
and heretofore filed in the office of the Recorder of the Issuer. The existing waterworks
facilities of the Issuer, together with the Project and any further additions, improvements or
extensions thereto, are herein called the "System." The acquisition and construction of the
Project and the financing hereby authorized and provided for are public purposes of the Issuer
and are ordered for the purpose of meeting and serving public convenience and necessity.

G.  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 costs of operation and
maintenance of the System, the principal of and interest on the Issuer’s Prior Bonds and the
Series 2010 A Bonds and to make payments into all funds and accounts and other payments
provided for herein..

: H.  The estimated maximum cost to pay the Prior Notes and the acquisition and
construction of the Project is $4,113,800, of which approximately $1,100,000 will be obtained
from the proceeds of sale of the Series 2010 A Bonds and up to $400,000 will be obtained from
the proceeds of the sale of the Series 2010 B Bonds, and $1,546,500 will be obtained as a grant
from the Purchaser and $1,067,300 will be obtained as a grant from the Purchaser, all herein
authorized.
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L It is necessary for the Issuer to issue its Water Revenue Bonds, Series 2010
A (the “Series 2010 A Bonds") in the total aggregate principal amount of not more than
$1,500,000 to: (i) pay the Series 2009 A Notes; (ii) to pay a portion of the cost of such
acquisition and construction; and (iii) to pay costs of issuance and related costs. It is necessary
for the Issuer to issue its Water Revenue Bonds, Series 2010 B (United States Department of
Agriculture) (the "Series 2010 B Bonds"), in the aggregate principal amount of not more than
$700,000 (the Series 2010 B Bonds) to (i) pay the Series 2009 B Notes; (ii) to pay a portion of
the cost of such acquisition and construction; and (iii) to pay costs of issuance and related costs.
The Series 2010 A Bonds and Series 2010 B Bonds are collectively referred to as the Series
2010 Bonds. The cost of such acquisition and construction shall be deemed to include, without
being limited to, the acquisition and construction of the Project; the cost of all property rights,
easements and franchises deemed necessary or convenient therefor and for the improvements
and extensions thereto; interest on the Series 2010 Bonds prior to, during and for six months
after completion of such acquisition and construction of the improvements and extensions;
engineering, fiscal agents and legal expenses; expenses for estimates of costs and revenues;
expenses for plans, specifications and surveys; other expenses necessary or incident fo
determining the feasibility or practicability of the Project, administrative expense, and such
other expenses as may be necessary or incident to the financing herein authorized, and the
acquisition and construction of the properties and the placement of same in operation; provided
that, reimbursement to the Issuer for any amounts expended by it for the repayment of
indebtedness incurred for costs of the Project by the Issuer shall be deemed costs of the Project.

I The period of usefulness of the System after completion of the Project is not
less than 40 years.

K.  Upon payment of the Prior Notes, there are outstanding obligations of the
Issuer which will rank on a parity with the Series 2010 Bonds as to liens, pledge and source of
and security for payment being the Issuer’s Water Revenue Bonds, Series 2008 A (West
Virginia Infrastructure Fund), dated June 26, 2008, issued in the original aggregate principal
amount of $215,300 (“the “Series 2008 A Bonds” or the “Prior Bonds”).

The Series 2010 Bonds shall be issued on a parity with the Prior Bonds with
respect to liens, pledge and source of and security for payment and in ali other respects. Prior to
the issuance of the Series 2010 Bonds, the Issuer will obtain: (i) a certificate of an Independent
Certified Public Accountant stating that the coverage and parity tests of the Prior Bonds have
been met; and (ii) the written consent of the Holders of the Prior Bonds to the issuance of the
Series 2010 Bonds on a parity with the Prior Bonds. Upon payment of the Prior Notes, other
than the Prior Bonds, there are no outstanding bonds or obligations of the Issuer which are
secured by revenues or assets of the System

L. It is in the best interest of the Issuer that the Series 2010 Bonds be sold to
the Purchaser, pursuant to the terms and provisions of the Letters of Conditions, both dated July
30, 2008, and all amendments thereto, if any (collectively, the "Letter of Conditions").

M. The Issuer has complied with all requirements of law relating to the
authorization of 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, or will have so complied prior to issuance of the Series 2010 Bonds,
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including, among other things and without limitation, obtaining a certificate of public
convenience and necessity and approval of the financing and necessary user rates and charges
from the Public Service Commission of West Virginia by final order, the time for rehearing and
appeal of which have expired or shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2010 Bonds by those who shall be the Registered Owner of the
same from time to time, this Ordinance (the "Bond Legislation") shall be deemed to be and shall
constitute a contract between the Issuer and such Registered Owner, and the covenants and
agreements set forth herein to be performed by the Issuer shall be for the benefit, protection and
security of the Registered Owner of the Series 2010 Bonds.

. Section 1.04. Definitions.  In addition to capitalized terms defined
elsewhere herein, the following terms shall have the following meanings herein unless the text
otherwise expressly requires:

"Act" means Chapter 8, Article 19 of the West Virginia Code of 1931, as
amended.

"Bond Legislation" or “Ordinance” means this Ordinance and all ordinances,
orders and resolutions supplemental hereto and amendatory hereof.

"Bond Registrar" means the Issuer, which shall usually so act by its Recorder.

"Bonds” means the Series 2010 Bonds,

“Closing Date™ means the date upon which there is an exchange of the Series 2010
Bonds for the proceeds, or at least a de minimus portion, thereof representing the purchase price

of the Series 2010 Bonds from the Purchaser.

"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 Engineer" means Olver, Inc., Blacksburg Virginia, or any qualified
engineer or firm of engineers which shall at any time hereafter be retained by the Issuer as
Consulting Engineer for the System.

“Depository Bank™ means the bank designated as such in the Supplemental
Resolution, and its successors and assigns, which shall be a member of FDIC.

"Facilities" or "waterworks facilities" means all the tangible properties of the
System and also any tangible properties which may hereafter be added to the System by
additions, betterments, extensions and improvements thereto and properties, fumniture, fixtures
or equipment therefor, hereafter at any time constructed or acquired.

"FDIC" means the Federal Deposit Insurance Corporation.
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"Fiscal Year" means each 12-month period beginning on July 1 and ending on the
succeeding June 30.

"Governing Body" or “Council” means the Council of the Issuer.

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

"Herein" or "herein" means in this Bond Legislation.

"Issuer” or "Borrower” means the Town of War, a municipal corporation and
political subdivision of the State of West Virginia, in McDowell County, West Virginia, and
includes the Governing Body of the Issuer.

"Letter of Conditions" means, collectively, the Letters of Conditions of the
Purchaser both dated July 30, 2008, and all amendments thereto, if any.

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

"Net Revenues" means the balance of the Gross Revenues, as defined below,
remaining after deduction of Operating Expenses, as defined below.

"Operating Expenses”" means the current expenses, paid or accrued, of operation
and maintenance of the System and its facilities, and includes, without limiting the generality of
the foregoing, insurance premiums, salaries, wages and administrative expenses of the Issuer
relating and chargeable solely to the System, the accumulation of appropriate reserves for
charges not annually recurrent but which are such as may reasonably be expected to be incurred,
and such other reasonable operating costs as are normally and regularly included under
recognized accounting principles and retention of a sum not to exceed one-sixth of the budgeted
Operating Expenses stated above for the current year as working capital, and language herein
requiring payment of Operating Expenses means also retention of not to exceed such sum as
working capital; provided that, all monthly amortization payments upon the Bonds and into the
Reserve Fund and Depreciation Reserve have been made to the last monthly payment date prior
to the date of such retention.

“Prior Bonds” means the Series 2008 A Bonds.

“Prior Notes” means collectively, the Series 2009 A Notes and Series 2009 B
Notes..

“Prior Notes Ordinances” means the ordinances authorizing the Prior Notes.
“Prior Ordinance” means the ordinance authorizing the Prior Bonds.

"Project” shall have the meaning stated in Section 1.02E above,
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"Purchaser" or "Government”" means United States Department of Agriculture,
Rural Utilities Service, and any successor thereof, acting for and on behalf of the United States
of America.

"Qualified Investments” means and includes any of the following, to the extent
such investments are permitted by law:

(a)  Government Obligations;

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

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

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

(¢) 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
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or increased so
that the market value thereof is always at least equal to the principal
amount of said time accounts;

(f)  Money market funds or similar funds whose only assets are
investments of the type described in paragraphs (a) through (e)
above;

(z) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through () above, with banks or
national banking associations which are members of FDIC or with
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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 mterest 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 Board of Treasury Investments pursuant to
Chapter 12, Article 6C of the West Virginia Code of 1931; 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 Investors Service or Standard & Poor's Corporation.

“Recorder” means the Recorder of the Issuer.

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

"Revenues" or "Gross Revenues" means all rates, rents, foes, charges or other
income received by the Issuer, or accrued to the Issuer, or any department, board, agency or
instrumentality thereof in control of the management and operation of the System, from the
operation of the System, and all parts thereof, all as calculated in accordance with sound
accounting practices.

“Series 2008 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2008 A
(West Virginia Infrastructure Fund), dated June 26, 2008, issued in the original aggregate
principal amount of $215,300.

“Saries 2009 A Notes” means the Issuer’s Waterworks Design Bond Anticipation
Notes, Series 2009 A, issued to United Bank, Inc on January 29, 2009 in the original aggregate
principal amount of $306,500.

“Series 2000 B Notes” means the Issuer’s Waterworks Design Bond Anticipation
Notes, Series 2009 B, issued to United Bank, Inc on January 29, 2009 in the original aggregate
principal amount of $140,000.

"Series 2010 Bonds" means, collectively, the Series 2010 A Bonds and the Series
2010 B Bonds.
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"Series 2010 A Bonds" means the Water Revenue Bonds, Series 2010 A (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation.

"Series 2010 B Bonds" means the Water Revenue Bonds, Series 2010 B (United
States Department of Agricuiture), authorized hereby to be issued pursuant to this Bond
Legislation.

“Series 2010 A Bonds Reserve Account” means, Series 2010 A Bonds Reserve
Account as established in Section 4.02.

“Series 2010 B Bonds Reserve Account” means, Series 2010 B Bonds Reserve
Account as established in Section 4.02.

“Supplemental Resolution” means any resolution, ordinance or order of the Issuer
supplementing or amending this Ordinance and, when preceded by the article “the”, refers
specifically to the supplemental resolution authorizing the sale of the Series 2008 A Bonds;
provided, that any matter intended by this Ordinance to be included in the Supplemental
Resolution with respect to the Series 2008 A Bonds, and not so included may be included in
another supplemental resolution.

"System" means the complete public waterworks system of the Issuer, presently
existing in its entirety or any integral part thereof, and shall include the Project and any
improvements and extensions thereto hereafter acquired or constructed for the System from any
sources whatsoever.

"l ap Fees" means the {GES, if any, aid by pros ective customers of the SyStBIIl in
p P
order to connect thereto.

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 neuter gender shall include any other gender; and any requirement
for execution or attestation of the Bonds or any certificate or other document by the Mayor or
the Recorder shall mean that such Bonds, certificate or other document may be executed or
attested by an Acting Mayor or Acting Recorder.

ARTICLE 11

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT AND
PAYMENT OF THE PRIOR NOTES.

Section 2.01. Authorization of Acquisition and Construction of the Project.
There is hereby authorized and ordered the acquisition and construction of the Project, at an
estimated total cost of not more than $4,113,800, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 2010 Bonds hereby authorized shall be applied as
provided in Article IV hereof.
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Section 2.02 Authorization of Payment of the Prior Notes. A. There is
hereby authorized and ordered the payment in full of the entire principal of and interest on the
Series 2009 A Notes on the Closing Date, the cost of which will be paid from the proceeds of
the Series 2010 A Bonds. Upon payment of the Series 2009 A Notes, any funds pledged in
favor of the holders of the Series 2009 A Notes imposed by the Prior Notes Ordinances are
hereby ordered terminated, discharged and released.

B. There is hereby authorized and ordered the payment in full of the entire
principal of and interest on the Series 2009 B Notes on the Closing Date, the cost of which will
be paid from the proceeds of the Series 2010 B Bonds. Upon payment of the Series 2009 B
Notes, any funds pledged in favor of the holders of the Series 2009 B Notes imposed by the
Prior Notes Ordinances are hereby ordered terminated, discharged and released.

ARTICLE 111

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the provisions of
the Bond Legislation, the Series 2010 Bonds of the Issuer, to be known as the “Water Revenue
Bonds, Series 2010 A (United States Department of Agriculture),” are hereby authorized to be
issued in the principal amount of not more than $1,500,000 for the purpose of (i) financing a
portion of the cost of the acquisition and construction of the Project; (ii) paying the Series 2009
A Notes; and (iii} paying certain costs of issuance and related costs not otherwise provided for,
or any all of such purposes, and the "Water Revenue Bonds, Series 2010 B (United States
Department of Agriculture)," are hereby authorized to be issued in the principal amount of not
more than $700,000, for the purpose of (i) financing a portion of the cost of the acquisition and
construction of the Project; (ii) paying the Series 2009 B Notes; and (iii) paying certain costs of
issuance and related costs not otherwise provided for.

Section 3.02. Description of Bonds. A. The Series 2010 A Bonds shall be
issued in single form, numbered AR-1, only as a fully registered Bond in an original aggregate
principal amount to be prescribed in the Supplemental Resolution and shall be dated on the date
of delivery thereof. The Series 2010 A Bonds shall bear interest from date of delivery, payable
monthly at the rate not to exceed 2.75% per annum, which interest rate shall be prescribed in the
Supplemental Resolution and shall be sold for the par value thereof.

The Series 2010 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as provided
in the Bond form hereinafter set forth.

B. The Series 2010B Bonds shall be issued in one or more series,
numbered BR-1, only as a fully registered Bond in an original aggregate principal amount to be
prescribed in the Supplemental Resolution and shall be dated on the date of delivery thereof.
The Series 2010 B Bonds shali bear interest from date of delivery, payable monthly at the rate
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not to exceed 2.75% per annum, which interest rate shall be prescribed in the Supplemental
Resolution and shall be sold for the par value thereof.

The Series 2010 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as provided
in the Bond form hereinafter set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of Bonds.
The Series 2010 Bonds shall be and have all the qualities and incidents of a negotiable
instrument under the Uniform Commercial Code of the State of West Virginia, but the
Series 2010 Bonds, and the right to principal of and stated interest on the Series 2010 Bonds,
may only be transferred by transfer of the registration thereof upon the books required to be kept
pursuant to Section 3.04 hereof, by the party in whose name it is registered, in person or by
attorney duly authorized in writing, upon surrender of the Series 2010 Bonds for cancellation,
accompanied by delivery of a written instrument of transfer, duly executed in a form acceptable
to the Bond Registrar.

Whenever the Series 2010 Bonds shall be surrendered for registration of transfer,
the Issuer shall execute and deliver a new Bond or Bonds in authorized denominations, for a like
aggregate principal amount. The Bond Registrar shall require the payment by the new owner
requesting such transfer of any tax or other governmental charge required to be paid with respect
to such transfer, but the Issuer shall pay any other expenses incurred by the Bond Registrar with
respect to such transfer.

No registration of transfer of the Series 2010 Bonds shall be permitted to be made
after the 15th day next preceding any installment payment date on the Series 2010 Bonds.

Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration and
transfer of the Series 2010 Bonds, and, upon presentation for such purpose, the Bond Registrar
shall, under such reasonable regulations as it may prescribe, register the Series 2010 Bonds
initially issued pursuant hereto and register the transfer, or cause to be registered by its agent, on
such books, the transfer of the Series 2010 Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2010 Bonds for registration or transfer
only if ownership thereof is to be registered in the name of the Purchaser, an individual
(including joint ownership), a corporation, a partnership or a trust, and only upon receipt of the
social security number of each individual, the federal employer identification number of each
corporation or partnership or the social security numbers of the settlor and beneficiaries of each
trust and the federal employer identification number and date of each trust and the name of the
trustee of each trust and/or such other identifying number and information as may be required by
law. The Series 2010 Bonds shall initially be fully registered as to both principal and interest in
the name of the United States of America. So long as the Series 2010 Bonds shall be registered
in the name of the United States of America, the address of the United States of America for
registration purposes shall be National Finance Office, St. Louis, Missouri 63103, or such other
address as shall be stated in writing to the Issuer by the United States of America.
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Section 3.05. Execution of Bonds. The Series 2010 Bonds shall be
executed in the name of the Issuer by the Mayor and its corporate seal shall be affixed thereto
and attested by the Recorder. In case any one or more of the officers who shall have signed or
sealed 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 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. The 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 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the
Series 2010 Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may in its
discretion issue and deliver a new Bond of like tenor as the Bonds so mutilated, destroyed,
stolen or lost, in exchange and substitution for such mutilated Bonds or in lieu of and
substitution for the Bonds destroyed, stolen or lost, and upon the holder’s furnishing the Issuer
proof of his ownership thereof and complying with such other reasonable regulations and
conditions as the Issuer may require. The Series 2010 Bonds so surrendered shall be canceled
and held for the account of the Issuer. If the Series 2010 Bonds shall have matured or be about
to mature, instead of issuing a substitute Bond the Issuer may pay the same, and, if such Bond
be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledge of Gross Revenues: Lien Position with
respect to Prior Bonds. The payment of the debt service on the Series 2010 A Bonds shall be
secured by a first lien on the Gross Revenues derived from the System, on a parity with the Prior
Bonds. The Gross Revenues in an amount sufficient to pay the principal of and interest on and
other payments for the Bonds, and to make all other payments hereinafter set forth, are hereby
irrevocably pledged to such payments as they become due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the text of
the Series 2010 Bonds and the other details thereof shall be of substantially the following tenor,
with such omissions, insertions and variations as may be authorized or permitted hereby or by
any ordinance enacted after the date of enactment hereof and prior to the issuance thereof:

[Remainder of Page Intentionally Blank]
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(FORM OF SERIES 2010 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF WAR
WATER REVENUE BONDS, SERIES 2010 A
(UNITED STATES DEPARTMENT OF AGRICULTURE}

$
No. AR-1 : Date: , 2010

FOR VALUE RECEIVED, the TOWN OF WAR (herein called "Borrower")
promises to pay to the order of the United States of America (the "Government”), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of
DOLLARS (3 ), plus interest on the unpaid principal
balance at the rate of % per annum. The said principal and interest shall be paid in the
following installments on the following dates: Monthly installments of interest only,
commencing 30 days following delivery of the Bond and continuing on the corresponding day
of each month for the first 24 months after the date hereof, and § , covering principal and
interest, thereafter on said corresponding day of each month, except that the final installment
shall be paid at the end of 40 years from the date of this Bond, in the sum of the unpaid principal
and interest due on the date thereof, and except that prepayments may be made as provided
hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

If the total amount of the loan is not advanced at the time of loan closing, the loan
shall be advanced to Borrower as requested by Borrower and approved by the Government and
interest shall accrue on the amount of each advance from its actual date as shown on the Record
of Advances attached hereto as a part hereof.

Every payment made on any indebtedness evidenced by this Bond shall be applied
first to interest computed to the effective date of the payment and then to principal.

Prepayments of scheduled installments, or any portion thereof, may be made at
any time at the option of Borrower. Refunds and extra payments, as defined in the regulations
of the Government according to the source of funds involved, shall, after payment of interest, be
applied to the installments last to become due under this Bond and shall not affect the obligation
of Borrower to pay the remaining installments as scheduled herein.

Tf the Government at any time assigns this Bond and insures the payment thereof,
Borrower shall continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government to the
holder promptly or, except for final payment, be retained by the Government and remitted to the
holder on either a calendar quarter basis or an annual installment due date basis. The effective
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date of every payment made by Borrower, except payments retained and remitted by the
Government on an annual installment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the holder. The effective date
of any prepayment retained and remitted by the Government to the holder on an annual
installment due date basis shall be the date of the prepayment by Botrower and the Government
will pay the interest to which the holder is entitled accruing between the effective date of any
such prepayment and the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof or
to preserve or protect any security herefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan evidenced hereby, at the option of the
Government shall become a part of and bear interest at the same rate as the principal of the debt
evidenced hereby and be immediately due and payable by Borrower to the Government without
demand. Borrower agrees to use the loan evidenced hereby solely for purposes authorized by
the Government.

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere to
finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for loans for similar purposes
and periods of time.

This Bond is issued to (i) pay a portion of the costs of acquisition and construction
of certain extensions, additions, betterments and improvements to the existing public
waterworks system of the Issuer, (ii) pay the Waterworks System Bond Anticipation Notes,
Series 2009 A Notes, (the “Series 2009 A Notes™); and (jii) to pay costs of issuance and related
costs.

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of
additions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable solely from the Gross Revenues to be derived from the operation of the
System. This Bond does not in any manner constitute an indebtedness of the Borrower within
the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person
or by his, her or its attomey duly authorized in writing, at the office of the Borrower, as Bond
Registrar, but only in the manner, subject to the limitations and upon payment of the charges, if
any, provided in the herein defined Ordinance and upon surrender and cancellation of this Bond.
Upon such transfer a new Bond or Bonds, of authorized denomination or denominations, for the
like principal amount, will be issued to the transferee in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar.

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 8, Article 19 of the
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West Virginia Code, as amended (the "Act"), and an Ordinance of the Borrower duly enacted on
, 2010 as supplemented by Supplemental Resolution of the Issuer duly adopted on
2010, authorizing issuance of this Bond (collectively, the "Ordinance").

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as
amended. This Bond shall be subject to the present regulations of the Government and to its
future regulations not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S: WATER
REVENUE BONDS, SERIES 2008 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED JUNE 26, 2008, IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$215,300 (THE “SERIES 2008 A BONDS” OR THE “PRIOR BONDS™); AND WATER
REVENUE BONDS, SERIES 2010 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED , 2010, ISSUED IN THE AGGREGATE PRINCIPAL
AMOUNT OF § (THE “SERIES 2010 B BONDS”) ISSUED
SIMULTANEOUSLY HEREWITH.

[Remainder of Page Intentionaily Blank]
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IN WITNESS WHEREOQF, the TOWN OF WAR has caused this Bond to be
executed by its Mayor and its corporate seal to be hereunto affixed or imprinted hereon and
attested by its Recorder, all as of the date hereinabove written.

TOWN OF WAR
[CORPORATE SEAL]
Mayor
War, West Virginia
ATTEST:
Recorder
15
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
1) $ (19)
(2) (20)
(3) @
Q) (22)
&) (23)
(6) (24)
(N (25)
(3) (26)
) (27)
(10) (28)
a1 (29)
(12) {30)
(13) (31)
(14) (32)
(1) (33)
(16) (34)
(7 (35)
(18) (36)
TOTAL $
16
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(Form of Assignment)

ASSIGNMENT

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

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

Dated: , 20

In the presence of:
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(FORM OF SERIES 2010 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF WAR
WATER REVENUE BONDS, SERIES 2010 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$
No. BR-1 Date: , 2010

FOR VALUE RECEIVED, the TOWN OF WAR (herein called "Borrower")
promises to pay to the order of the United States of America (the "Government"), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of
DOLLARS (§ ), plus interest on the unpaid principal
balance at the rate of % per annum. The said principal and interest shall be paid in the
following installments on the following dates: Monthly installments of interest only,
commencing 30 days following delivery of the Bond and continuing on the corresponding day
of each month for the first 24 months after the date hereof, and § , covering principal and
interest, thereafter on said corresponding day of each month, except that the final installment
shall be paid at the end of 40 years from the date of this Bond, in the sum of the unpaid principal
and interest due on the date thereof, and except that prepayments may be made as provided
hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

If the total amount of the loan is not advanced at the time of loan closing, the loan
shall be advanced to Borrower as requested by Borrower and approved by the Government and
interest shall accrue on the amount of each advance from its actual date as shown on the Record
of Advances attached hereto as a part hereof.

Every payment made on any indebtedness evidenced by this Bond shall be applied
first to interest computed to the effective date of the payment and then to principal.

Prepayments of scheduled installments, or any portion thereof, may be made at
any time at the option of Borrower. Refunds and extra payments, as defined in the regulations
of the Government according to the source of funds involved, shall, after payment of interest, be
applied to the installments last to become due under this Bond and shall not affect the obligation
of Borrower to pay the remaining installments as scheduled herein.

If the Government at any time assigns this Bond and insures the payment thereof,
Borrowet shall continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government to the
holder promptly or, except for final payment, be retained by the Government and remitted to the
holder on either a calendar quarter basis or an annual installment due date basis. The effective
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date of every payment made by Borrower, except payments retained and remitted by the
Government on an annual installment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the holder. The effective date
of any prepayment retained and remitted by the Government to the holder on an annual
instaliment due date basis shall be the date of the prepayment by Borrower and the Government
will pay the interest to which the holder is entitled accruing between the effective date of any
such prepayment and the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof or
to preserve or protect any security herefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan evidenced hereby, at the option of the
Government shall become a part of and bear interest at the same rate as the principal of the debt
evidenced hereby and be immediately due and payable by Borrower to the Government without
demand. Borrower agrees to use the loan evidenced hereby solely for purposes authorized by
the Government.

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere to
finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for loans for similar purposes
and periods of time.

This Bond is issued to (i) pay a portion of the costs of acquisition and construction
of certain extensions, additions, betterments and improvements to the existing public
waterworks system of the Issuer, (ii) pay the Waterworks System Bond Anticipation Notes,
Series 2009 B Notes (the “Series 2009 B Notes™); and (iti) pay costs of issuance and related
costs.

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of
additions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable solely from the Gross Revenues to be derived from the operation of the
System. This Bond does not in any manner constitute an indebtedness of the Borrower within
the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person
or by his, her or its attorney duly authorized in writing, at the office of the Borrower, as Bond
Registrar, but only in the manner, subject to the limitations and upon payment of the charges, if
any, provided in the herein defined Ordinance and upon surrender and cancellation of this Bond.
Upon such transfer a new Bond or Bonds, of authorized denomination or denominations, for the
like principal amount, will be issued to the transferee in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar.

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 8, Article 19 of the
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West Virginia Code, as amended (the "Act"), and a Ordinance of the Borrower duly adopted
,2010 as supplemented by Supplemental Resolution duly adopted by the Issuer on
, 2010, authorizing issuance of this Bond (the "Ordinance").

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as
amended. This Bond shall be subject to the present regulations of the Government and to its
future regulations not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOQURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S: WATER
REVENUE BONDS, SERIES 2008 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED JUNE 26, 2008, IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$215,300 (THE “SERIES 2008 A BONDS” OR THE “PRIOR BONDS”); AND SERIES 2010
A (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED , 2010,
ISSUED IN THE AGGREGATE PRINCIPAL AMOUNT OF § , (THE “SERIES
2010 A BONDS™) ISSUED SIMULTANEOUSLY HEREWITH.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOF, the TOWN OF WAR has caused this Bond to be
executed by its Mayor and its corporate seal to be hereunto affixed or imprinted hereon and
attested by its Recorder, all as of the date hereinabove written.

TOWN OF WAR
[CORPORATE SEAL]
Mayor
War, West Virginia
ATTEST:
Recorder
21
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
s (19)
(2) (20)
(3) (21)
(4) (22)
&) (23)
(6) (24)
(7} (25)
(8 (26)
%) 27
(10) (28)
(1D (29)
(12) (30)
(13) (31)
(14) (32)
(15) (33)
(16) (34)
(17) (35)
(18) (36)
TOTAL $
22
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(Form of Assignment)

ASSIGNMENT

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

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

Dated: 20

In the presence of:
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ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 4.01. Establishment_of Funds and Accounts with Depository Bank. The
following special funds or accounts are created (or continued if created by Prior Ordinance) 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:

(1}  Revenue Fund (established by Prior Ordinance);

(2)  Renewal and Replacement Fund (established by Prior Ordinance); and

(3)  Project Construction Account.

Section 4.02.  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 or accounts of the Commission and the
Issuer and from each other:

(1)  Series 2008 A Bonds Sinking Fund (established by Prior Ordinance};
(2)  Series 2008 B Bonds Reserve Account (established by Prior Ordinance);
(3)  Series 2010 A Bonds Reserve Account; and

(4)  Series 2010 B Bonds Reserve Account.

Section 4.03. Bond Proceeds: Project Construction Account. The proceeds of
the sale of the Series 2010 Bonds shall be deposited upon receipt by the Issuer in the Project
Construction Account. The monies in the Project Construction Account in excess of the amount
insured by FDIC shall be secured at all times by the Depository Bank by securities or in a
manner lawful for the securing of deposits of State and municipal funds under West Virginia
law. Monies in the Project Construction Account shall be expended by the Issuer solely for the
purposes provided herein.

Monies in the Project Construction Account shall be used solely to pay the cost of
acquisition and construction of the Project upon vouchers and other documentation approved by
the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 2010 Bonds if there are not sufficient Gross Revenues to make such
monthly payment.
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Pending application as provided in this Section 4.03, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer, to
the extent possible in accordance with applicable law, in Qualified Investments.

When acquisition and construction of the Project has been completed and all costs
thereof have been paid or provision for such payment has been made, any balance remaining in
the Project Construction Account shall be disposed of in accordance with the regulations of the
Purchaser.

Section 4.04. Covenants of the Issuer as to System Revenues and Funds. So
long as any of the Series 2010 Bonds shall be outstanding and unpaid, or until there shall have
been set apart in the respective Series 2010 Bonds Reserve Account, a sum sufficient to pay,
when due or at the earliest practical prepayment date, the entire principal of the respective
Series 2010 Bonds remaining unpaid, together with interest accrued and to accrue thereon, the
Tssuer further covenants with the Holders of the Series 2010 Bonds as follows:

A. REVENUE FUND. The entire Gross Revenues derived from
the operation of the System, and all parts thereof, and all Tap Fees
received, shall be deposited as collected by the Issuer in the Revenue
Fund. The Revenue Fund shall constitute a trust fund for the
purposes provided in the Ordinance and shall be kept separate and
distinet from all other funds of the Issuer and the Depository Bank
and used only for the purposes and in the manner provided in the
Ordinance.

B. DISPOSITION OF REVENUES. All Revenues at any time
on deposit in the Revenue Fund shall be disposed of only in the
following order and priority:

(1)  The Issuer shall first, each month, on or before the due date of
payment of each instaliment on the Series 2010 Bonds, transfer from
the Revenue TFund and simultaneously (i) beginning 30 days
following the Closing Date, remit to the National Finance Office, the
amounts required to pay the interest on the Series 2010 A Bonds.
Beginning on the 24th monthly anniversary of the Closing Date and
continuing on each monthly amniversary of the Closing Date
thereafter, the Issuer shall transfer from the Revenue Fund and remit
{o the National Finance Office the amounts required to amortize the
interest on the Series 2010 A Bonds over the life of the Bond issue;
and (ii) beginning 30 days following the Closing Date, remit to the
National Finance Office, the amounts required to pay the interest on
the Series 2010 B Bonds. Beginning on the 24th monthly
anniversary of the Closing Date and continuing on each monthly
anniversary of the Closing Date thereafter, the Issuer shall transfer
from the Revenue Fund and remit to the National Finance Office the
amounts required to amortize the interest on the Series 2010 B Bonds
over the life of the Bond issue. All payments with respect to
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principal of and interest the Series 2010 Bonds shall be made on an
equal pro rata basis in accordance with the respective aggregate
principal amounts thereof outstanding and on a parity with each
other.

(2) The Issuer shall first, each month, on or before the due date of
payment of each installment on the Prior Bonds and the Series 2010
Bonds, transfer from the Revenue Fund and simultaneously (i) remit
to the Commission the amount required by Prior Ordinance to pay
principal on the Prior Bonds; (i) beginning on the 24th monthly
anniversary of the Closing Date and continuing on each monthly
anniversary of the Closing Date thereafter, the Issuer shall transfer
from the Revenue Fund and remit to the National Finance Office the
amounts required to pay principal of the Series 2010 A Bonds over
the life of the Bond issue; and (iii) beginning on the 24th monthly
anniversary of the Closing Date and continuing on each monthly
anniversary of the Closing Date thereafter, the Issuer shall transfer
from the Revenue Fund and remit to the National Finance Office the
amounts required to pay principal of the Series 2010 B Bonds over
the life of the Bond issue. All payments with respect to principal of
and interest the Prior Bonds and the Series 2010 Bonds shall be
made on an equal pro rata basis in accordance with the respective
aggregate principal amounts thereof outstanding and on a parity with
each other.

(3)  The Issuer shall next, transfer from the Revenue Fund and
simultaneously remit (i) to the Commission the amount required by
Prior Ordinance for the Series 2008 A Reserve Account; (ii)
beginning on the date specified by the Purchaser, but in any event
not later than the 24th monthly anniversary of the Closing Date, and
continuing on each monthly anniversary of the Closing Date
thercafter, transfer from the Revenue Fund and remit to the
Commission for deposit into the Series 2010 A Bonds Reserve
Account, 10% of the monthly payment amount, calculated monthly,
until the amount in the Series 2010 A Bonds Reserve Account equals
the Minimum Reserve; provided that, no further payments shall be
made into the Series 2010 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 Minimum Reserve; and
(iii) beginning on the date specified by the Purchaser, but in any
event not later than the 24th monthly anniversary of the Closing
Date, and continuing on each monthly anniversary of the Closing
Date thereafter, transfer from the Revenue Fund and remit to the
Commission for deposit into the Series 2010 B Bonds Reserve
Account, 10% of the monthly payment amount, calculated monthly,
until the amount in the Series 2010 B Bonds Reserve Account equals
the Minimum Reserve; provided that, no further payments shall be

26




CH35425658

made into the Series 2010 B 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 Minimum Reserve.
Monies in the respective Series 2010 Bonds Reserve Accounts shall
be used solely to make up any deficiency for monthly payments of
the principal of and interest on the Series 2010 Bonds to the National
Finance Office as the same shall become due or for prepayment of
installments on the Series 2010 Bonds, or for mandatory prepayment
of the Series 2010 Bonds as hereinafter provided, and for no other
purpose; provided, however, earnings from monies in the respective
Series 2010 Bonds Reserve Accounts, so fong as the Series 2010
Bonds Reserve Requirement is on deposit and maintained therein,
shall be returned not less than once each year, by the Commission to
the Issuer, to be deposited in the Revenue Fund.

(4)  The Issuer shall next, each month, pay from the Revenue Fund
the Operating Expenses of the System.

(5)  The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and remit to the Depository Bank for deposit
in the Renewal and Replacement Fund a sum equal to 2 1/2% of the
Gross Revenues each month, 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,
emergency repairs, improvements or extensions to the System;
provided, that any deficiencies in any Reserve Account (except to the
extent such deficiency exists because the required payments into
such account have not, as of the date of determination of a
deficiency, funded such account to the maximum extent required
hereof) shall be promptly eliminated with monies from the Renewal
and Replacement Fund.

(6)  After all the foregoing provisions for use of monies in the
Revenue Fund have been fully complied with, any monies remaining
therein and not permitted to be retained therein may be used to
prepay instaliments of the Prior Bonds and the Series 2010 Bonds,
pro rata, or for any lawful purpose.

Whenever the money in the Series 2010 A Bonds Reserve Account
shall be sufficient to prepay the Series 2010 A Bonds in full, it shail
be the mandatory duty of the Issuer, anything to the contrary herein
notwithstanding, to prepay the Series 2010 A Bonds at the earliest
practical date and in accordance with applicable provisions hereof.
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Whenever the money in the Series 2010 B Bonds Reserve Account
shall be sufficient to prepay the Series 2010 B Bonds in full, it shall
be the mandatory duty of the Issuer, anything to the contrary herein
notwithstanding, to prepay the Series 2010 B Bonds at the earliest
practical date and in accordance with applicable provisions hereof.

The Commission is hereby designated as the Fiscal Agent for the
administration of the Series 2010 Bonds Reserve Accounts as herein
provided, and all amounts required for the Series 2010 Bonds
Reserve Accounts will be deposited therein by the Issuer upon
transfers of funds from the Revenue Fund at the times provided
herein. If required by the Purchaser at anytime, the Issuer shall make
the necessary arrangements whereby required payments into said
account shall be automatically debited from the Revenue Fund and
electronically transferred to the Commission on the dates required
hereunder.

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 reserve account payments with
respect to the 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 Bond
Legislation.

The Revenue Fund and the Renewal and Replacement Fund shall
constitute trust funds and shall be used only for the purposes and in
the order provided herein, and until so used, the Purchaser shall have
a lien on a parity with the Prior Bonds thereon for further securing
payment of the Series 2010 Bonds and prior Bonds and the interest
thereon, but the Depository Bank shall not be a trustee as to such
funds.

If on any payment date the Revenues are insufficient to make the
payments and transfers as hereinabove provided, the deficiency shall
be made up in the subsequent payments and transfers in addition to
those which would otherwise be required to be made on the
subsequent payment dates.

Principal, interest 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 2010 Bonds, in accordance
with the respective principal amounts then Outstanding.

The Commission, at the direction of the Issuer, shall keep the monies
in the Series 2010 Bonds Reserve Accounts invested and reinvested
to the fullest extent possible in accordance with applicable law, and
to the extent practicable, in Qualified Investments having maturities
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consonant with the required use thereof. Investments in any fund or
account under this Bond Legislation shall, unless otherwise provided
herein or required by law, be valued at the lower of cost or the then
current market value, or at the redemption price thereof if then
redeemable at the option of the holder, including value of accrued
interest and giving effect to the amortization of discount, or at par if
such investment is held by the "consolidated fund" managed by the
West Virginia Board of Treasury Investments. Any investment shall
be held in and at all times deemed a part of the fund or account in
which such monies were originally held, and interest accruing
thereon and any profit or loss realized from such investment shall be
credited or charged to the appropriate fund or account. Earnings
from monies in the Series 2010 Bonds Reserve Accounts, so long as
the Minimum Reserve is on deposit and maintained therein, shall be
returned not less than once each year, by the Commission to the
Issuer, to be deposited in the Revenue Fund.

C. CHANGE OF DEPOSITORY BANK. The Issuer may
designate another bank or trust company insured by FDIC as
Depository Bank if the Depository Bank should cease for any reason
to serve or if the Governing Body determines by resolution that the
Depository Bank or its successor should no longer serve as
Depository Bank. Upon any such change, the Governing Body will
cause notice of the change to be sent by registered or certified mail to
the Purchaser and the Holder of the Prior Bonds.

D. USER CONTRACTS. The Issuer shall, prior to delivery of
the Series 2010 Bonds, provide evidence that there will be at
least bona fide users upon the Project on completion, in full
compliance with the requirements and conditions of the Purchaser.

E. CHARGES AND FEES. The Issuer shall remit from the
Revenue Fund to the Commission or the Depository Bank such
additional sums as shall be necessary to pay the charges and fees of
the Commission or the Depository Bank then due.

F. INVESTMENT OF EXCESS BALANCES. The monies in
excess of the sum insured by FDIC in any of such funds or 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 of West Virginia.

G. REMITTANCES. All remittances made by the Issuer to the

Commission or the Depository Bank shall clearly identify the fund or
account into which each amount is to be deposited.
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H. GROSS REVENUES. The Gross Revenues of the System
shall only be used for purposes of the System.
ARTICLEV

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2010 Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Series 2010 Bonds Reserve
Accounts a sum sufficient to prepay the entire principal of the Series 2010 Bonds remaining
unpaid, together with interest accrued and to accrue thereon to the date of prepayment, the
covenants and agreements contained herein shall be and constitute valid and legally binding
covenants between the Issuer and the Holder of the Series 2010 Bonds.

Section 5.02. Rates. Prior to the issuance of the Series 20010 Bonds, rates
or charges for the use of the services and facilities of the System will be fixed and established,
all in the manner and form required by law, and a copy of such rates and charges so fixed and
established shail at all times be kept on file in the office of the Recorder of the Issuer, which
copy will be open to inspection by all interested parties. The schedule or schedules 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 and accounts
created hereunder. Such schedule or schedules of rates and charges shall be revised from time
to time, 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 or schedules 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 (i) to leave a balance each year equal to at least 115%
of the maximum amount required in any year for payment of principal of and interest on the
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, an amount equal to or in excess of the Reserve Requirement is on deposit in the respective
Series 2010 Bonds Reserve Accounts and any reserve accounts for obligations on a parity with
the Series 2010 Bonds are funded at least at the requirement therefor, such sum need only equal
110% of the maximum amount required in any year for payment of principal of and interest 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.

The Issuer hereby covenants to commence enactment of such ordinance or
ordinances as shall be required to increase the rates and charges for the services and facilities of
the System within 30 days following a determination of the Independent Certified Public
Accountant that less than the above-required coverage exists or in the event that the annual audit
report shows less than the above-required coverage, such increase to provide rates and charges
sufficient to produce such required coverage.

Section 5.03. Sale of the Svstem. So long as the Prior Bonds are
outstanding, the Issuer shall not sell, lease, mortgage or in any manner dispose of or encumber
the System, or any part thereof, except as provided in the Prior Ordinances. The System will not

30
CH5425658




be sold without the prior written consent of the Purchaser so long as the Series 2010 Bonds are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

Section 5.04. Issuance of Additional Parity Bonds or Obligations. So long
as the Series 2010 A Bonds or Series 2010 B Bonds are outstanding, no Parity Bonds shall be
issued at any time, however, unless there has been procured and filed with the Recorder a
written statement by the Independent Certified Public Accountants, reciting the conclusion that
the Net Revenues for the Fiscal year following the year in which such Parity Bonds are to be
issued shall be at least 120% of the average annual debt service requirements on the following:

(1)  The Prior Bonds and the Bonds Outstanding;

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

(3)  The Parity Bonds then proposed to be issued.

No additional Parity Bonds or obligations payable out of any of the Revenues of
the System shall be issued, except with the prior written consent of the Purchaser.

So long as the Series 2008 A Bonds are outstanding, no Parity Bonds shall be
issued at any time, however, unless and until there has been procured and filed with the
Recorder a written statement by Independent Certified Public Accountants, reciting the
conclusion that the Net Revenues actually derived, subject to the adjustment 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 additional Parity Bonds, plus the
estimated average increased annual Net Revenues to be received in each of the 3 succeeding
years after the completion of the improvements to be financed by such Parity Bonds, if any,
shall not be less than 115%, of the largest aggregate amount that will mature and become due in
any succeeding Fiscal Year for principal of and interest on the following:

(1) The Bonds then Qutstanding;

(2) Any additional Parity Bonds theretofore issued pursuant to the
provisions contained in the Prior Ordinances and this Bond
Legislation then Outstanding; and

(3) The additional Parity Bonds then proposed to be
issued.

The "estimated average increased annual Net Revenues to be received in each of
the 3 succeeding vears," 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 enacted by the
Issuer, the time for appeal of which shall have expired (without successful appeal) 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 Recorder prior to the issuance of such Parity Bonds.
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The Net Revenues actually derived from the System during the 12 consecutive
month period herein above 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, as stated in a certificate, on account of increased rates, rentals,
fees and charges for the System enacted by the Issuer, the time for appeal of which has expired
(without successful appeal) prior to the issuance of such Parity Bonds.

All covenants and other provisions of this Ordinance (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 theretofore or 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 shail comply fully with all the increased payments into the various funds and account
created in this Ordinance required for and on account of such Parity Bonds, in addition to the
payments required for the Bonds theretofore issued pursuant to this Ordinance.

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and agrees
that it will, as an expense of construction, operation and maintenance of the System, procure,
carry and maintain, so long as the Series 2010 Bonds remain outstanding, insurance with a
reputable insurance carrier or carriers covering the following risks and in the following amounts:

(2) Fire, Lightning, Vandalism, Malicious  Mischief and
Extended Coverage Insurance, to be procured upon acceptance of
any part of the Project from the contractor, and immediately upon
any portion of the System now in use, on all above-ground structures
of the System and mechanical and electrical equipment in place or
stored on the site in an amount equal to the full insurable value
thereof. In the event of any damage to or destruction of any portion
of the System, the Issuer will promptly arrange for the application of
the insurance proceeds for the repair or reconstruction of such
damaged or destroyed portion. The Issuer will itself, or will require
each contractor and subcontractor to, obtain and maintain builder's
risk insurance to protect the interests of the Issuer during
construction of the Project in the full insurable value thereof.

(b) Public_Liability Insurance, with limits of not less than
$500,000 for one or more persons injured or killed in one accident to
protect the Issuer from claims for bodily injury and/or death, and not
less than $200,000 to protect the Issuer from claims for damage to
property of others which may arise from the operation of the System,
such insurance to be procured not later than the date of delivery of
the Series 2010 Bonds.

(c)  Vehicular Public Liability Insurance, in the event the Issuer
owns or operates any vehicle in the operation of the System, or in the
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event that any vehicle not owned by the Issuer is operated at any
time or times for the benefit of the Issuer, with limits of not less than
$500,000 for one or more persons injured or killed in one accident to
protect the Issuer from claims for bodily injury and/or death, and not
less than $200,000 to protect the Issuer from claims for damage to
property of others which may arise from such operation of vehicles,
such insurance to be procured prior to acquisition or commencement
of operation of any such vehicle for the Issuer.

(d)  Workers' Compensation Coverage for All Employees of the
Town Eligible Therefor and Performance and Payment Bonds, such
bonds to be in the amounts of 100% of the construction contract, will
be required of each prime contractor, and such payment bonds have
been or will be filed with the Clerk of the County Commission of
said County prior to commencement of construction of the Project in
compliance with West Virginia Code Section 38-2-39.  Workers'
compensation coverage shall be maintained as required by the laws
of the State of West Virginia.

(¢)  Flood Insurance to be procured, to the extent available at
reasonable cost to the Issuer; however, if the System is located in a
community which has been notified as having special flood or
mudslide prone areas, flood insurance must be obtained.

(f)  Fidelity Bonds will be provided as to every member of the
Governing Body and as to every officer and employee thereof having
custody of the Revenue Fund or of any revenues or other funds of the
Issuer in such amount as may be requested by the Purchaser from
time to time.

(g) Provided, however, and in lieu of and notwithstanding the
foregoing provisions of this Section, during construction of the
Project and so long as the Series 2010 Bonds or Prior Bonds are
outstanding, the Issuer will carry insurance and bonds or cause
insurance and bonds to be carried for the protection of the Issuer, and
during such construction will require each contractor and
subcontractor to carry insurance, of such fypes and in such amounts
as the Purchaser may specify, with insurance carriers or bonding
companies acceptable to the Purchaser.

Section 5.06. Statutory Mortgage Lien. So long as the Prior Bonds are
Outstanding, the Issuer shall not sell, mortgage, lease or otherwise dispose of or encumber the
System, or any part thereof, except as provided in the Prior Ordinance. Additionally, the System
will not be sold without the prior written consent of the Purchaser so long as the
Series 2010 Bonds are outstanding,

Section 5.07. Events of Default. Each of the following events is hereby
declared an "Event of Default™:
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(a) Failure to make payment of any monthly amortization
installment upon the Series 2010 Bonds at the date specified
for payment thereof;

(b)  Failure to duly and punctually observe or perform any of the
covenants, conditions and agreements on the part of the Issuer
contained in the Series 2010 Bonds or herein, or violation of
or failure to observe any provision of any pertinent law, and

(c). If default occurs with respect to the Prior Bonds or the Prior
Ordinance.

Section 5.08. Enforcement. 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 umpaid 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 Series 2010 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
Series 2010 Bonds, and (v) by action or bill in equity enjoin any acts in violation of the Bond
Legislation with respect to the Series 2010 Bonds, or the rights of such Registered Owners;
provided that, all rights and remedies of the Holders of the Series 2010 Bonds shall be on a
parity with those of the Holders of the Prior Bonds.

Any Registered Owner of the Bonds, 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 the Bonds shall, in addition to all other remedies or
rights, have the right by appropriate legal proceedings to obtain the appointment of a receiver to
administer the System or to complete the acquisition and construction of the Project on behalf of
the Issuer, with power to charge rates, rentals, fees and other charges sufficient to provide for
the payment of Operating Expenses of the System, the payment of the Bonds and interest 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 or its agents
and attorneys, enter into and upon and take possession of all facilities of said System and shall
hold, operate and maintain, manage and control such facilities, and each and every part thereof,
and in the name of the Issuer exercise all the rights and powers of the Issuer with respect to said
facilities as the Issuer itself might exercise.
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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 of any assets of any kind or character belonging or pertaining to the System, but the
authority of such receiver shall be limited to the completion of the Project and the possession,
operation and maintenance of the System for the sole purpose of the protection of both the
Tssuer 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 the System shall remain in the Issuer, and no court shall have any jurisdiction to
enter any order or decree permitting or requiring such receiver to sell, assign, mortgage or
otherwise dispose of any assets of the System.

Section 5.09. Fiscal Year; Budget. While the Series 2010 Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be
operated and maintained on a Fiscal Year basis commencing on July 1 of each year and ending
on the following June 30, which period shall also constitute the budget year for the operation
and maintenance of the System. Not later than 30 days prior to the beginning of each Fiscal
Year, the Issuer agrees to adopt the Annual Budget for the ensuing year, and no expenditures for
operation and maintenance expenses of the System In excess of the Annual Budget shall be
made during such Fiscal Year unless unanimously authorized and directed by the Governing
Body. Copies of each Annual Budget shall be delivered to the Purchaser by the beginning of
each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before the
ist day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month
until the adoption of the Annual Budget; provided, however, that no such monthly budget shall
exceed the budget for the corresponding month in the next year preceding by more than 10%;
and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current Expenses
shall be mailed immediately to the Purchaser.

35
CH5425658




Section 5.10. Covenant to Proceed and Complete. The Issuer hereby
covenants to proceed as promptly as possible with the acquisition and construction of the Project
to completion thereof in accordance with the plans and specifications prepared by the
Consulting Engineer on file with the Recorder on the date of adoption hereof, subject to
permitted changes.

Section 5.11. Books and Records: Audits. 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 the Purchaser shall have the right at all reasonable times to inspect
the System and all records, accounts and data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said books, records and accounts of the

System to be properly audited by an independent competent firm of certified public accountants

and shall mail a copy of such audit report to the Purchaser. The Issuer shall further comply with
_the Act with respect to such books, records and accounts.

Section 5.12. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 2010 Bonds are outstanding.

Section 5.13. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the System within its boundaries or within the territory served
by it and will not grant or cause, consent to or allow the granting of any franchise, permit or
other authorization for any person, firm, corporation, public or private body, agency or
instrumentality whatsoever to provide any of the services supplied by the System within the
boundaries of the Issuer or within the territory served by the System.

ARTICLE VI
RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The initial
schedule of rates and charges for the services and facilities of the System, subject to change
consonant with the provisions hereof, shall be as set forth in a water rate ordinance of the lssuer
enacted March 7, 2010 as amended by Recommended Decision dated July 16, 2010 in Case No.
10-0534-W-MA of the Public Service Commission of West Virginia which rates are
incorporated herein by reference as a part hereof.

B.  There shall not be any discrimination or differential in rates between
customers in similar circumstances.

C.  All delinquent fees, rates and charges for services or facilities of the System
shall be liens on the premises served of equal degree, rank and priority with the lien on such
premises of state, county, school and municipal taxes, as provided in the Act. The Issuer shall
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have ail remedies and powers provided under the Act and other applicable provisions of law
with regard to the collection and enforcement of such fees, rates and charges.

D.  The Issuer will not render or cause to be rendered any free services of any
nature by the System nor any of the facilities; and in the event that the Issuer or any department,
agency, officer or employee thereof should avail itself or themselves of the services or facilities
of the System, the same fees, rates and charges applicable to other customers receiving like
services under similar circumstances shall be charged, such charges shall be paid as they accrue,
and revenues so received shall be deposited and accounted for in the same manner as other
Revenues of the System.

E.  The Issuer may require any applicant for any service by the System to
deposit a reasonable and equitable amount to insure payment of all charges for the services
rendered by the System, which deposit shall be handled and disposed of under the applicable
rules and regulations of the Public Service Commission of West Virginia.

F. The Issuer, to the extent permitted by law, will not accept payment of any
water bill from a customer served with water and sewer services by the Issuer without payment
at the same time of a sewer bill owed by such customer for the same premises.

ARTICLE VII
MISCELLANEOUS

Section 7.01. Payvment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2010 Bonds, the principal of and interest due or to
become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 2010 Bonds, the pledge of Gross Revenues and other
monies and securities pledged under this Bond Legislation and all covenants, agreements and
other obligations of the Issuer to the Registered Owner of the Series 2010 Bonds, shall
thereupon cease, terminate and become void and be discharged and satisfied.

Except through such direct payment to the Holder of the Series 2010 Bonds, the
Tssuer may not defease the Series 2010 Bonds or otherwise provide for payment thercof by
escrow or like manner,

Section 7.02. Modification or Amendment. Prior to issuance of the Series
2010 Bonds, this Ordinance may be amended or supplemented in any way by ordinance or
resolution. Following issuance of the Series 2010 Bonds, no modification or amendment of this
Ordinance, or any ordinance or resolution amendatory hereof or supplemental hereto, shall be
made without the prior written consent of the Purchaser.

Section 7.03. Delivery of Bonds. The Mayor is hereby authorized and
directed to cause the Series 2010 Bonds, hereby awarded to the Purchaser pursuant to prior
agreement, to be delivered to the Purchaser as soon as the Purchaser will accept such delivery.
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Section 7.04. Severability of Invalid Provisions. If any one or more of the
covenants, agreements or provisions hereof should be held contrary to any express provision of
law or contrary to the policy of express law, although not expressly prohibited, or against public
policy, or shall for any reason whatsoever be held invalid, then such covenants, agreements or
provisions shall be null and void and shall be deemed severable from the remaining covenants,
agreements or provisions hereof, and shall in no way affect the validity of all the other
provisions hereof or the Series 2010 Bonds.

Section 7.05.  Conflicting Provisions Repealed.  Except for the Prior
Ordinance, all ordinances, resolutions and orders, or parts thereof, in conflict with the provisions
hereof are, to the extent of such conflicts, hereby repealed; provided that this section shall not be
applicable to the Loan Resolution (Form FmHA 442-47).

Section 7.06. Table of Contents and Headings. The Table of Contents and
headings of the articles, sections and subsections hereof are for convenience only and shall
neither control nor affect in any way the meaning or construction of any of the provisions
hereof.

Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to happen, to be performed or to be
taken precedent to and in the adoption and enactment of this Ordinance 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 Mayor, Recorder and members of the Governing Body were at
all times when any actions in connection with this Ordinance occurred and are duly in office and
duly qualified for such office.

Section 7.08. Statutory Notice and Public Hearing. Upon adoption hereof,
an abstract of this Bond Legislation, determined by the Council to contain sufficient information
as to give notice of the contents hereof, shall be published once a week for two successive
weeks within a period of fourteen consecutive days, with at least six full days intervening
between each publication, in Welch Daily News being qualified newspapers of general
circulation in the Town of War, no newspaper being published therein, together with a notice
stating that this Ordinance has been adopted, and that the Issuer contemplates the issuance of the
Bonds, and that any person interested may appear before the Council upon a date certain, not
less than ten days subsequent to the date of the first publication of the said abstract and notice
and not prior to the last date of such publication, and present protests, and that a certified copy
of the Ordinance is on file in the office of the Recorder of the Issuer for review by interested
parties during regular office hours. At such hearing, all objections and suggestions shall e heard
and the Council shall take such action as it shall deem proper in the premises.

[Remainder of Page Intentionally Blank]
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Section 7.09. Effective Time. This Bond Legislation shall take effect following
public hearing hereon in accordance with the Act.

Passed on First Reading: October 20, 2010
Passed on Second Reading: November 17, 2010
Passed on Final Reading

Following Public Hearing: December 15, 2010

Fhsmas L Ho o)

Mayor
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CERTIFICATION

Certified a true copy of an Ordinance duly enacted by the Council of the TOWN
OF WAR on the 15th day of December, 2010.

Dated: January 27, 2011.

- B Mot

Recordéri @
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PHASE I/IV

TOWN OF WAR

Water Revenue Bonds, Series 2011 A
{(United States Department of Agriculture)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION MAKING PROVISIONS AS TO
PRINCIPAL AMOUNT, DATE, MATURITY DATE, REDEMPTION
PROVISION, INTEREST RATE, INTEREST AND PRINCIPAL PAYMENT
DATES, SALE PRICE AND OTHER TERMS OF THE WATER REVENUE
BONDS, SERIES 2011 A OF THE TOWN OF WAR, AND MAKING
OTHER PROVISIONS AS TO THE BONDS.

WHEREAS, the council (the “Governing Body™) of the Town of War (the “Issuer”) has
duly and officially adopted and enacted a bond ordinance on December 15, 2010 (the “Bond Ordinance™),
entitled:

ORDINANCE AUTHORIZING THE PAYMENT OF THE WATERWORKS
SYSTEM DESIGN BOND ANTICPATION NOTES, SERIES 2009 A, THE

. PAYMENT OF THE WATERWORKS SYSTEM DESIGN BOND
ANTICPATION NOTES, SERIES 2009 B AND THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS, IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS SYSTEM OF THE
TOWN OF WAR, AND THE FINANCING OF THE COST, NOT
OTHERWISE PROVIDED THEREOF, THROUGH THE ISSUANCE BY
THE TOWN OF NOT MORE THAN $1,500,000 IN AGGREGATE
PRINCIPAIL. AMOUNT OF WATER REVENUE BONDS, SERIES 2011 A
(UNITED STATES DEPARTMENT OF AGRICULTURE); AND
THROUGH THE ISSUANCE BY THE TOWN OF NOT MORE THAN
$700,000 IN AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES 2011 B (UNITED STATES DEPARTMENT
OF AGRICULTURE); DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BONDS; PROVIDING GENERALLY FOR THE
RIGHTS AND REMEDIES OF AND SECURITY FOR THE HOLDER OF
THE BONDS; AND PROVIDING WHEN THIS ORDINANCE SHALL
TAKE EFFECT

WHEREAS, capitalized terms used herein and not otherwise defined herein shall have
the same meaning set forth in the Bond Ordinance when used herein;

: 2
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WHEREAS, the Bond Ordinance provides for the issuance of Water Revenue Bonds,
Series 2011 A, of the Issuer (the “Series 2011 A Bonds™), in an aggregate principal amount not to exceed
$1,500,000, and has authorized the execution and delivery of the documents relating to the Bonds, all in
accordance with Chapter 8, Article 19 of the West Virginia Code of 1931, as amended (collectively, the
“Act™);

WHEREAS, the Governing Body deems it essential and desirable that this supplemental
resolution (the “Supplemental Resolution”) be adopted;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF THE
TOWN OF WAR:

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

A.  Water Revenue Bonds, Series 2011 A (United States Department of Agriculture),
of the Issuer, originally represented by a single Bond, numbered AR-1 in the principal amount of
$1,100,000. The Series 2011 A Bonds shall be dated the date of delivery thereof, shall bear interest at the
rate of 2.5% per annum, interest only payable in monthly installments for the first 12 months
commencing 30 days following delivery of the Series 2011 A Bonds and continuing on the corresponding
day of each month and, thereafter, principal and interest are payable in monthly installments of $3,740 on
the corresponding day of each month, except that the final installment shall be paid at the end of forty
(40) years from the date of the Series 2011 A Bonds, in the sum of the unpaid principal and interest due
on the date thereof, except that prepayments may be made as hereinafter provided and as provided in the
Series 2011 A Bonds, all such payments to be made at the National Finance Office, St. L.ouis, Missouri
63103, or at such other place as the Purchaser may designate after issuance of the Series 2011 A Bonds.
Prepayments of scheduled installments, or any portion thereof, may be made at any time at the option of
the Issuer.

Section2.  The Mayor and the Recorder are hereby authorized and directed to execute
and deliver such other documents and certificates required or desirable in connection with the Bonds
hereby and by the Bond Ordinance approved and provided for, to the end that the Bonds may be delivered
on or about January 27, 2011, to the Purchaser.

Section 3. The Issuer does hereby appoint and designate Pioneer Community
Bank, laeger, West Virginia, to serve as Depository Bank under the Bond Ordinance.

Section 4. The payment of the Prior Notes and the acquisition and construction of
the Project and the financing thereof in part with the proceeds of the Bonds are in the public interest,
serve a public purpose of the Issuer and will promote the health, welfare and safety of the residents of the
Issuer.

Section 5. Series 2011 A Bonds proceeds in the amount of $252,171.48 shall be
deposited with United Bank, Inc. to pay the outstanding principal balance of and all accrued interest on
the Issuer’s Waterworks Design Bond Anticipation Notes, Series 2009 A (the “Series 2009 A Notes”) at
Closing.

CHS5227910




Section 6. The Issuer hereby approves and accepts all contracts relating to the
financing, acquisition and construction of the Project.

Section 7.  The cost of the Project is estimated not to exceed $2,646,500, of which
$1,100,000 will be obtained from proceeds of the Series 2011 A Bonds and $1,546,500 as a grant from

the Purchaser.

Section 8.  This Supplemental Resolution shall be effective immediately following
adoption hereof.

[Remainder of Page Intentionally Blank]
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Adopted this 19th day of January, 2011.

Fome L \Heehon)

Mayor
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Council of the
Town of War on the 19th day of January, 2011.

Dated: January 27, 2011.

[SEAL]
A AQ o g
Recorder) § &

$39100.00005
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United States Department of Agriculture
Rural Development

West Virginia State Office

July 30, 2008

The Honorable ”Thomas Hatcher
Mayor, Crty ‘of War
P. O’Box 280

War WV 24872

Dear Mayor Hatcher:

This letter, with Attachments 1 through 10 and enclosures, establishes conditions which
must be understood and agreed to by you before further consideration may be given to
your application. The loan and grant will be administered on behalf of the Rural Utilities
Service (RUS) by the State and Area staff of USDA, Rural Development. Any changes
in project cost, source of funds, scope of services, or any other significant changes in the
project or applicant must be reported to and approved by USDA, Rural Development, by
written amendment to this letter. Any changes not approved by Rural Dcvelopment shall
be cause for discontinning processing of the application.

The docket may be completed on the basis of an RUS loan in the amount of $1,100,000,
an RUS grant in the amount of $1,329,000, for a total project cost of $2,429,000.

The loan will be considered approved on the date a signed copy of Form RD 1940-1,
“Request for Obligation of Funds,” is mailed to you. The interest rate will be the lower
7 _Vof the rate in effect at the time of loan approval or the time of loan closmg ‘

| 'Extra coples of this letter are bemg pr0v1ded for use by your engineer, attorney, bond

counsel and accountant. All parties may access our web-site located at
www.usda. gov/rus/water/ for the following:

a. RUS Instruction 1780

b. RUS Bulietin 1780-26, “Guidance for the Use of EJCDC Standard Documents on
Water and Waste Projects with RUS Financial Assistance”

¢. RUS Bulletin 1780-30, “Water Programs Audit Guide and Compliance
Supplement”

75 High Street, Federal Building, Suite 320, Morgantown, WV 26505-7500
304.284.4860 « 1.800.205.8228 « 304.284-4893 « TTY/TDD 304.284.4836 » Web: htip/fwww.rurdey, usda.qov

Committed to the future of rural communities.

“USDA is an equal opportunity provider, smployer and lender.”
To file a complaint of discrimination write USDA, Director, Office of Civit Rights, 1400 Independence Avenue, S.W.,
Washington, DC 20250-8410 or call {(B00)785-3272 (voice) or {202)720-68382 (TDD).




d. RUS Bulletin 1780-31, “Water Programs Compliance Supplement For OMB
Circular A-133 Audits”

The enclosures and attachments listed below are attached to the copies as noted.
Enclosed are the following:

Attachment No. 1 - Project Construction Budget (A1l Copies)

Attachment No. 2 — Water and Waste Processing Checklist

Attachment No. 3 — RUS Supplemental General Conditions (Engineer Copy)
Attachment No. 4 — Water Users Agreement

Attachment No. 5 — Declination Statement (Applicant and Attorney Copies)
Attachment No. 6 ~ Form RD 1927-9, “Preliminary Title Opinion” (Attorney
Copy) |

Attachment No. 7 — Form RD 442-22, “Opinion of Counsel Relative to Rights-of-
Way” (Attorney Copy)

Attachment No. 8 — Form RD 1927-10, “Final Title Opinion” (Attorney Copy)
Attachment No. 9 - Sample Credit Agreement (Applicant Copy)

Attachment No. 10 — Various other RDD forms as identified on Attachment No. 2

The conditions referred to above are as follows:

1. Fund Usage — Funds obligated under the terms of this letter of conditions are
comumitted on the basis that your project will proceed to the construction stage in
an expedient manner. In accordance with RUS Staff Instruction 1782-1, Section
1782.20(u)(5), any funds not disbursed within 60 months from the date of
obligation will be de-obligated and returned to the Department. of Treasury for
further disposition to other RUS project applicants. In the event that USDA
determines that your project has not progressed within the five (5) year timeline -
and that funds will be recaptured, you will be given appeal rights.and due process
to document reasons why you believe the decision to de-obhgate your project
funds is not justified.

2, Loan Repayment — The loan W111 be scheduled for repayment overa period of 40
"r,,:years. The payments due the first 24 moonths will consist of interest only.
“Payments for the remaining 456 months will be equal amortized monthly
installments. For planning purposes use a 2.75% interest rate and a monthly

amortization factor of .00354, which provides for a monthly payment of

$3,894. You have the option of participating in the PREAUTHORIZED
DEBIT (PAD) payment process. It will allow for your payment to be
electronically debited from your account on the day your payment is due. Your
authority must establish and fund monthly a debt service reserve account, which
equals 10% of your monthly payment each month until you accumulate the
equivalent of one annual installment on your loan.




You are reminded that your authority may be required to refinance (graduate) the
unpaid balance of its RUS loan, in whole or in part, upon the request of RUS if at
any time it shall be determined the authority is able to obtain a loan for such
purposes from responsible cooperative or private sources at reasonable rates and
terms for loans for similar purposes and periods or time. (
AL
. Security ~ The loan must be secured by a statutory lien of fifat-priority, a
pledge of the system’s revenues and other agreements between you and RUS as set
forth in the bond ordinance which must be properly adopted and executed by the
appropriate officials of your organization. Additional security requirements are
contained in RUS Bulletin 1780-12 and RUS Bulletm 1780-27 which are
mentioned later.

. Users — This conditional tﬁgnmtment is based upon you providing evidence that
you will have at least Ona fide users on the proposed system when it has
been completed and is placed in operation. IhLS—%—V—Id&ﬂe&WIﬁ“COHSISt—ﬂ%I gned-
~user agreements and a signed certificatien-frem-you-thatidentifies-amd attests to——
the number of users actnally connected to and using the City’s existing water
ﬁem, which is to be partially replaced by the new system, at the time you request
authorization to advertise the proposed project for construction bids.

The»aclosed Water Users Agreement will be used. Each user signing an |
agreemend must make a user contribution of $100. Each potential user who |
is located al planned lines and declines the offered service will be provided an

opportunity to a “Service Declination Statement.” A guide “Service

Declination Staterment” is attached for your use. If a potentlal user refuses to sign

either a user agreemeht or a declination statement, the individial makmg the

contact for the City should complete the declination statement for that

potentlal user and note thereoq his/her visit with the potential user, the potential

user’s refusal to sign, and the réagon therefore. The declination statement should

also be dated and signed by the i ing {dual making the contact )

Before RUS can agree to the prq]ect bemg advertised for constructlon b1ds you

- ,must provide evidence that the total required number of bona fide users has been

acquired and that all-potential users have been offered the proposed service.
Information and material evidencing compliance with this requirement must
consist of (1) your certification (written) as to the number of users connected to
and using the water service of the existing system (paying monthly bills}, {2)
8 W&gcmnﬁ—%}ﬂgnedsmqe&dedmaﬁmmﬁm—m‘(ﬁ}mwfds
evi encmg—u-ser contnbutwns—havmg bsan_pald,_(S).amap-lec atmg—each-ptite*'tla“l
gnéd bona fide users numbered so mmmp—and” :
Wn statements numbered 50 as to beaTToss-teference-with
theTiap,




The RUS loan and grant commitment is based on the City providing service to 2
large volume users. Evidence must be provided to show those users will actually
be connected to the system when it is completed and that the monthly water usage
projected for each by the engineer is reasonable. In the event any of those users
refuse the offered service, the City must obtain enough additional revenue (i.e.,
increase in user rates, sign up of an adequate number of other users, reduction in
project scope to reduce debt service and O&M, etc.) to make up the projected
income that would be lost by not having those users on the system.

. Bond Counsel Services — The services of a recognized bond counsel are required.

The bond counsel will prepare the form of ordinance to be used, in
accordance with Subpart D of RUS Instruction 1780. You should immediately

provide your bond counsel with a copy of this letter of conditions, its attachments
and enclosures.

. Engineening Services — It will be necessary for you to obtain the services of an

engineer. EJCDC No. 510-FA, “Standard Form of Agreement between Owner
and Engineer for Professional Services” (2002 Funding Agency Edition) should be

- used to obtain the services of an engineer. The EJCDC document is issued under

copyright and cannot be prov1ded by RUS.

. Legal Services — It will be necessary for you to obtain the services of a local

attorney. For your convenience “RUS Legal Services Agreement” is enclosed for
your use.

. Accounting Services — It will be necessary for you to obtam the sérvices of a

qualified accountant. The accountant must agree to develop and provide the
following:

a. All necessary accounting material required by the Public Sgrvicé
Commission of West Vlrglma (Rulc 42. Exh1b1t)

e b “,Pnor to loan/grant closmg, your accountant must cemfy that the accounts

and records as required by your bond ordinance have been established and
are operational.

The Accountant’s Agreement should be submitted to RUS for review.
Compensation in the contract should include only those services identified above
and not include payment for construction management services from the |
accountant unless RUS concurrence is obtained.

RUS Instruction 1780 outlines requirements for the submission of management
reports and audits. Appropriate stafe statutes place certain audit requirements on




your City. “Government Auditing Standards™ (Revised July 2007), which may be
accessed at www.gao.gov/govaud/ybkO1 htm, and RUS Bulletins 1780-30 and
1780-31 all outline audit requirements. You may find these Bulletins at our
agency website noted above.

You are reminded that certain provisions of the Office of Management and
Budget Circular A-133 are applicable to any public body or nonprofit association
that expends $500,000 or more in federal funds in any one fiscal year. You must
enter into an agreement annually with an accountant (or the State Tax
Department) to perform the audit. The agreement must be in accordance with the
requirements of the State Tax Commissioner of West Virginia. Compensation for
preparation of the A-133 audit or your annual audit are not included in project
funds and should be paid from the operational revenues generated from your
system operation,

9. Facility Control — Prior to advertisement for construction bids, you must furnish

satisfactory evidence that you have or can obtain adequate continuous and valid
control over the lands and rights needed for the project. Such evidence must be in
the following form:

a,

A right-of-way map showing clearly the location of all lands and rights
needed for the project. The map must designate public and private lands
and rights and the appropriate legal ownership thereof.

. A copy of deeds, contracts or options for any lands needed other than

rights-of-way, along with a preliminary title opitiion. covenng such lands,
Form RD 1927-9, “Preliminary Title Opinion” may beused. In'the case of
your existing system or where the City already acquired real property .
(land or facilities), a preliminary title opinion(s) concermng all such
property(s) will be provided.

A narrative opinion from your attomey concemlng all permits,

- gertifications and other-items necessary to:show that 4ll legal requirements

can be met and stating hiow théy will be: ‘met. ThlS narrative should also
identify any condemnation proceedings that are anticipated and state how
they will be handled.

A certification and legal opinion relative to title to rights-of-way and
easements. Form RD 442-22, “Opinion of Counsel Relative to Rights-of-
Way,” may be used. This form may contain a few exceptions such as
properties that must be condemned; however, prior to the start of
construction or loan closing, whichever occurs first, a new Form RD 442-
22, must be provided which does not provide for any exceptions. The
attorney’s legal opinion should include a certification that all requirements




10.

g

11.

of the Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970 and West Virginia State Code Chapter 54 have been
met in the acquisition of both real property and rights-of-way. Such
requirements may include, but are not limited to, distributing
informational material to all affected property owners, and completing
appraisals of the affected properties.

e. On the day of loan closing, the City’s attorney must furnish final title
opinions on all land(s) being acquired. Form RD 1927-10, “Final Title
Opinion” may be used. In the case of your existing system or where the
City has already acquired real property(s) (land or facilities), the City’s
attorney will provide a separate final title opinion(s) covering such
property(s) on the day of loan closing.

Permits — Copies of all permits needed for the project must be provided for review
prior to advertisement for construction bids. Such permits will include but are not
limited to the following:

-West Virginia Department of Highways
-Railroads

-State Department of Health

-Department of Environmental Protection
-Corps of Engineers

-Public Land Corporation

Public Service Commission Approvals and Rates — Yoii ‘must determine that the

Certificate of Convenience and Necessity which you now have from the Public
Service Commission of West Virginia is adequate to cover the entire area to be
served by the proposed system. If it is not adequate, a new certificate must be
obtained and a copy provided for RUS. If it is determined the:City’s present
certificate is adequate, the City must properly develop, adopt and promulgate
the required rates in accordance ‘with the applicable provisions of Article I,
Chapter 24 of the Code. of West V1rg1ma, as-amended, and to the satisfaction of

T ._;fi,_‘;‘;gyour b@nd counsel. The'rate ordinance 4s adopted must include, as a minimum,
" all the rate related items’ (everytmng except project costs section, the use analysis

12.

section, and the operation and maintenance expense breakdown section) contained

in the attached project construction budget (Attachment No. 1). The draft rate
ordinance must be provided for RUS review and concurrence prior to its adoption.

Insurance and Bonding Requirements — Prior to loan closing or start of
construction, whichever occurs first, you must acquire the types of insurance and
bond coverage shown below. The use of deductibles may be atlowed providing
you have the financial resources to cover potential claims requiring payment of
the deductible. RUS strongly recommends that you have your engineer, attorney,




and imsurance provider(s) review proposed types and amounts of coverage,
including any exclusions and deductible provisions. It is your responsibility and
not that of RD to assure that adequate insurance and fidelity or employee
dishonesty bond coverage is maintained.

a. General Liability Insurance — 'This should include vehicular coverage,

b. Workers’ Compensation — In accordance with appropriate State laws.

¢. Position Fidelity Bond( s) — All positions occupied by persons entrusted
_ W ,  with the receipt and/or disbursement of funds must be bonded. As a good
b

business practice you will probably wish to have each position bonded in
an amount equal to the maximum amount of funds to be under the control
of that position at any one time. During the construction phase of your

()\“ project, this maximum amount will be much greater than normal;

)q@yt therefore, it is our recommendation that you temporarily increase your
coverage to $200,000, or the estimated highest monthly construction
drawdown. Once construction is complete, you may decrease the amount
of your coverage. Please note that the cost of the temporary increase in’
coverage is an eligible project cost.

The minimum coverage acceptable to RUS once your project is in
operation will be for each position to be bonded for an amount at least
equal to one annual installment on your loan(s).

d. National Flood Insurance — In addition to meeting the requirements for the
type of assistance requested, the following requirements must b met for
financial assistance for acquisition and/or constriction in designated

\Q‘ special flood or mudslide prone areas: -

i. If flood insurance is available, you must purchasc a ﬂood
insurance policy’ at the time of loan closing,

; 'hose bmlchngs machlnery or equipment are to be

ommumty which has been notified as having special

flood or ‘mudslide prone areas will not feceive financial assistance

where flood insurance is net available.

%

e. Real Property Insurance ~ Prior to the acceptance of the facility from the
contractor(s), you must obtain real property insurance (fire and extended
coverage) on all above-ground structures, to include machinery and
equipment housed therein. This does not apply to water reservoirs,
standpipes, elevated tanks or noncombustible materials used in treatment
plants, clearwells, filters and the like. )




13. Environmental Reguirements —

a—Mhtisation—Atthe concltsion of the proposal s environmental teview——

\\\E( PTOCESS, specific actions were negotiated with environmental regulatory

-officials to avoid orminimize-adverseenvironnentdl impacts. Those
—actions are fequired-for-saeeesstul-completion of the project-and-must-be

adhered to during project design and construetion.—

b. Project Modifications — The project as proposed has been evaluated to be
consistent with all applicable environmental requirements. If the project or
any project element deviates from or is modified from the original
approved project, additional environmental review may be required.

14. Vulnerahility Assessments (VA) and Emergency Response Plans (ERP) —

15.

Congress enacted the Public Health Security and Bioterrorism Preparedness
Response Act of 2002, Public Law 107-188 (Bioterrorism Act). The Bioterrorism
Act amended the Safe Drinking Water (SDWA) to require all medium and large

-sized community water systems (serving populations greater than 3,300) to assess

vulnerability to terrorist attack and develop emergency plans for response to such
an attack. Medium and large community water systems are being monitored by
the U.S. EPA for completion of VA’s and ERP’s.

Rural Development requires all financed water and wastewater systems to have a
vulnerahility assessment (VA) and an emergency response plan (ERP) in place.
New water or wastewater systems must provide a certification that an ERP is
complete prior to the start of operations, A certificationl that a' VA is. cemplete
must be submitted within one year of the start of operaﬁons All other borrowers
must provide a certification that a VA and ERP are complete pnor to bid
authorization.

RD does not need or want a copy of the VA or ERP. The requested cemflcatmn

will be: suff1c1ent to meef our ne ds Technical. ass1stance prowders are available

1de you with on s1te ass1stance 1f desued

Civil nghts & Equal ngortumty — You should be aware of and will be required
to comply with other federal statute requirements including but not limited to:

Section 504 of the Rehabilitation Act of 1973 — Under section 504 of the
Rehabilitation Act of 1973, as amended (29 U.S.C. 794), no handicapped
individual in the United States shall, solely by reason of their handicap, be
excluded from participation in, be denied the benefits of, or be subjected to
discrimination under any program or activity receiving RD financial assistance.




Civil Rights Act of 1964 — All borrowers are subject to, and facilities must be
operated in accordance with, title VI of the Civil Rights Act of 1964 (42 U.S.C.
2000d et seq.) and subpart E of part 1901 of this title, particularly as it relates to
conducting and reporting of compliance reviews. Instruments of conveyance for
loans and/or grants subject to the Act must contain the covenant required by
paragraph 1901.202(e) of this title.

The Americans with Disabilities Act (ADA) of 1990 — This Act (42 U.S.C. 12101
et seq.) prohibits discrimination on the basis of disability in employment, State
and local government services, public transportation, public accommodations,
facilities, and telecommunications. Title II of the Act applies to facilities operated
by State and local public entities which provides services, programs and activities.
Title III of the Act applies to facilities owned, leased, or operated by private
entities which accommodate the public.

Age Discrimination Act of 1975 — This Act (42 U.S.C. 6101 et seq.) provides that
no person in the United States shall on the basis of age, be excluded from
participation in, be denied the benefits of, or be subjected to discrimination under
any program or activity receiving federal financial assistance.

RD financial programs must be extended without regard to race, color, religion,
sex, national origin, marital status, age, or physical or mental handicap.

16. Contract Documents, Final Plans and Specifications —

a. The contract documents should consist of the followmg

(1) EJCDC Document No. C-521, 2002 Ed1t1on “Suggested Form
of Agreement between Owner and Contractor on the Basis of
Stipulated Price” and EICDC Document No. C-710, 2002
Edition, “Standard General Conditions of the Construction
Contract — Fundmg Agency Edition” and Attachments The
EJCDC documerit 1 18 1ssucd under coPynght and cannot be
prov1ded by RUS S - :

(2) “RUS Supplemental General Conditions.”

RUS Bulletin 1780-26, “Guidancé for the Use of EICDC Standard
Documents on Water and Waste Projects with RUS Financial Assistance
(September 10, 2003 Version),” is available at our website noted above for
use by your engineer in the preparation of the contract documents.

b. The contract documents must provide, as a minimum, the following
insurance:




(1) Liability Insurance — Personal Liability - $500,000; Property
Damage - $200,000 - $200,000. This coverage must include
indemnification of the City and its engineer. EJCDC
Document C-710, “Standard General Conditions of the
Construction Contract” (Funding Agency Edition) and Exhibit G
to RUS Bulletin 1780-26, “Supplementary Conditions™ both
suggest certain limits of liability for insurance coverage. Those
limits should be considered as minimum requirements only. Itis
recommended you consider increasing the given limits of
liability after analyzing your specific needs.

(2) Builder’s Risk Insurance — On all structures and mechanical and
electrical equipment in place or stored on the site to the full !
insurable value thereof, '

(3) Workers” Compensation — In accordance with applicable State
laws.

¢. The contract documents and final plans and specifications must be
submitted to RUS for approval.

d. The project must be designed in compliance with Section 504 of the
Rehabilitation Act of 1973. :

j;f) 1’7 State Prevalhng Wage Law You should ensure that all requirements of
Article SA of the West Virginia State Prevailing Wage’ Law “Wages for
Construction of Public Improvements” are met during construction of the project.

18, Interim Financing — Interim financing will be used for the RUS loan if it is
available at reasonable rates and terms. You must provide RUS with.a copy of
the tentative agreement reached in' connection with interim financing. A copy of
the proposed agreement shotld be ‘provided for RUS 1eview. A Sample Credit

. 7Agreement is attached for: your useiin meetmg th1s requlrement (Attachment
No. 9). :

19. Disbursement of Funds — The RUS funds will be advanced as they are needed in
the amount(s) necessary to cover the RUS proportionate share of any
disbursements required of your City, over 30 day periods. Funds will be
disbursed by electronic transfer of funds.

Any RUS grant funds not disbursed immediately upon receipt must be deposited
in an interest bearing account except as follows:

10



a. Federal grant awards (includes all federal funding sources) are less than
$120,000 per year.

b. The best available interest bearing account would not be expected to earn
in excess of the following:

Public Bodies
Interest earned on grant funds in excess of $100 per year will be submitted
to RUS at least quarterly as required in 7 CFR 3016.

c. The depository would require a minimum balance so high that it would not
be feasible.

The City will establish a separate fund, to be known and hereafter referred to as
the Construction Account, with a lending institution insured by the Federal
Deposit Corporation. The account shall be used solely for the purpose of paying
the costs of the project as outlined in the construction budget. All funds in the
account will be secured by a collateral pledge equaling at least 100% of the
highest amount of funds expected to be deposited in the Construction Account.
All deposits in excess of $100,000 will be secured by a collateral pledge in
accordance with Treasury Circular Number 176.

The City must assure that all project funds are expended only for the eligible
items included in the final project budget or as may be later approved by RUS.

20. Water Purchase Contract — You propose to purchase treatcd water from
the McDowell County Public Service District; therefore, yon:must. enter into a
Water Purchase Contract. Form RD 442—30 must be used uriless you receive an
exception from RUS.

21. At a properly called meeting, you must adopt and properly execute the foHowmg
forms, and minutes showmg the adoptlon must be prov1ded

o fFormR] D 1940-1 — “Request for Obhgatlon of Funds” '
- RUS ‘Bulletin 1780-12 — “Water or Waste System Grant Agreement”
RUS Bulletin 1780-27 — “Loan Resolution (Public Bodies)”
Form RD 400-1 — “Egual Opportunity Agreement”
Form RD 400-4 - “Assurance Agreement”
Form AD 1047 — “Certification Regarding Debarment — Primary™
Form AD 1049 - “Certification Regarding Drug-Free Workplace”
Form RD 1910-11 — “Applicant Certification, Federal Collection Policies”
RD Instruction 1940-Q, Exhibit A-1, “Certification for Contracts, Grants and
‘Loans” ,
Standard Form LLL — “Disclosure of Lobbying Activities” (If Applicable)

11



Certification of Compliance
Form RD 194246, “Letter of Intent to Meet Conditions”

22. The enclosed Water and Waste Processing Checklist (Attachment No. 2) outlines
the items needed to complete the loan and grant docket. All the items listed must
be included in the loan and grant docket when it is forwarded to the USDA - Rural
Development State Office with a request for loan closing instructions to be issued.

23. Upon receipt of the loan and grant docket, which contains all the items required
above, RUS may authorize you to advertise the project for construction bids.” Such
advertisement must be in accordance with appropriate State statutes, Immediately
after bid opening you must provide RUS with (a) a bid tabulation, (b)
recommendations from you and your engineer as to the acceptability of the bids
received, and (c) your recommendations for contract awards. If all parties then -
agree the construction bids received are acceptable, it is determined that adequate
funds are available to cover the total facility costs, and that all the administrative
conditions of loan approval have been satisfied, loan closing instructions will be
issued. The closing instructions, a copy of which will be forwarded to you, will set
forth any further requirements that must be met before the loan can be closed. When
all parties agree that the closing requirements can be met, a mutually acceptable date
for the loan closing will be scheduled. "

Any applicant contribution shall be considered as the first funds expended. After
providing for all authorized costs, any remaining RUS project funds will be considered to
be RUS grant funds and refunded to RUS. If the amount of unused RUS project funds
exceeds the RUS grant, that part would be RUS loan funds and would | apphed as an
extra payment toward the loan balance. ! o

If the conditions set forth in this letter are not met within twelve (12) months Trom the
date hereof, RUS reserves the right to discontinue processing of the application. In the
event the project has not advanced to the point of loan closing within the twelve-month
period and it is determined the authorlty stlll wishes to proceed, it will: be necessary that

S thc proposed budget be reviewed.again: in detail: If. dunng that review, it is determined

15’110 longer current and!or adequate, RUS reserves the ri ght to require that it
be revised or replaced :
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We believe the information herein clearly sets forth the actions which must be taken;
however, if you have any questions, please do not hesitate to contact me.

Sincerely youré,' .‘

' ..,._(,/"-—'
/L/RICKIE E. RICE
State Director

Enclosures

ce: Jz’f{ural Development Specialist
Beckley, WV

Jeffrey S. Feamster, CPA
P.O. Box 982
Lewisburg, WV 24901 , ‘ o Law
? rney A
W 7 ichard S‘Afwl‘j‘"/ ’KH‘L(“ ey
SusanRrggs; Bsquire— .
Sptirram;Fhomas-nd Batte; PLE.C M0 lec € Shater
P.0.Box 283 357 L
Chasleston, WV .25321-0273 >0 042 -0 35 1
frutlens
John Stump, Esquire
Steptoe and Johnson, PLLC
- 707 Virgima Street, East, Suite 700
Charleston, WV 25301

Olver, Inc.

Consulting Engineers
1116 South Main Street
Blacksburg, VA 24060

David Cole, Executive Director

Region | Planning and Development Council
1439 Main Street, Suite 5

Princetonr, WV 24740



Attachment No. 1 to Letter of Conditions
For: City of War {Phases |l & IV)
Date: July 30, 2008

' F’roiéct Construction Budget

RUS PHASE . PHASE PROJECT
PROJECT COST RUS GRANT LOAN I v COST
CONSTRUCTION 5 912,600 $ 702,400 $ 653,000 $ 962,000 $1,615,000
CONST. CONTINGENCY $ 66,700 § 51,300 $ 50,000 $ 68,000 $ 118,000
SITE WORK $ 34000 $ 26,900 $ 61,800 $ 61,800
LAND & RIGHTS 3 36700 $ 28,300 $ 20000 § 45000 $§ 65,000
LEGAL FEES $ 14,100 $ 10,800 $ 12500 $ 12,500 $ 25,000
BOND COUNSEL $ 6,200 § 4,800 § 5500 § 5500 § 11,000
ACCOUNTING $ 5700 § 4,300 % 5000 § 5000 $ 10,000
ENGINEERING FEES
Basic - $129275 $ 73075 $ 56200 $ 61975 $§ 67,300 $ 129,275
Insp. - $106000 $ 50900 $ 46,100 $ 53,000 $ 53,000 $ 106,000
Special - $49500 $ 28000 $ 21500 $ 24500 § 25000 $ 409,500
INTEREST $ 77000 $ 34,000 $ 43,000 $ 77,000
EQUIPMENT $ 22600 % 17,400 $ 40,000 $ 40,000
TECHNICAL SERVICES 8 39600 § 30400 § 30,000 $ 40000 $ - 70,000
PROJECT CONTG. $ 28925 § 22500 $§ 22725 $ 28700 $ 51,425
: | $:1,074,000 $ 1,355,000
TOTAL $ 1,329,000 $ 1,100,000 $ 2,429,000
APPLICABILITY
Applicable in War, McDowell, West Virginia
AVAILABILITY OF SERVICE
Available for general domestic and commercial service.
USAGE RATES
First 2,000 gallons @ $8.60 Per 1000 gai.
Next 3000 gallons @  $5.95 Per 1000 gal.
Next 5,000 gallons @  $5.39 Per 1000 gal.
Next 30,000 gallons @ $4.94 Per 1000 gal.
Next 60,000 galions @  $4.65 Per 1000 gal.
All Over 100,000 gallons @ $4.34 Per 1000 gal.
MINIMUM BILL

The above schedule is subject to a monthly minimum charge based on the size of the meter as follows:

5/8" x 3/14" $ 17.20
34" § -25.80
1§ 43.00

11/4" % 62.78
112" § 86.00

2" % 137.60

3" $ 258.00

4" § 430.00

6" $ 860.00

8" $ 1,376.00

per month
per month
per month
per month
per month
per month
per month
per month
per month
per month




Minimum Monthly Bill - $17.20

DELAYED PAYMENT PENALTY

The above scheduie is net. On all accounts not paid in full within twenty (20) days of the date of bill,
ten (10%) will be added fo the current net charge.

LEAK ADJUSTMENT INCREMENT

$0.63 Mgal. To be charged for ail water billed in excess of the custorner's historical usage when the
bill refiects unusual consumption which is attributed to eligible leakage on the customer's side of
the meter. .

CONNECTION CHARGE
Prior to Construction - $100.00
After the start of construction, there shall be a charge of $300.00 for connection to the system.

RECONNECTION CHARGE

$25.00

RETURNED CHECK CHARGE

A service charge of $25.00 will be imposed upon any customer whose check for payment of charges
is refurned by the bank due to insufficient funds.

Use and Income Analysis - See Attached

Cash Flow Analysis - See Attached
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CITY OF WAR (PHASES Il & IV)
CASH FLOW ANALYSIS

OPERATING INCOME
Metered Residential
Metered Commercial
Metered Public Authorities
Penalties
Other Income
TOTAL OPERATING INCOME

NON OPERATING INCOME
. Interest income :
TOTAL NON OPERATING INCOME

TOTAL INCOME

EXPENSES

O&M

Taxes

TOTAL EXPENSES
INCOME AVAILABLE FOR D/S (A)
DEBT SERVICE

Existing Bond P&]

WVIIDC

Proposed Bond P & |

TOTAL DEBT SERVICE (B)
DEBT SERVICE RESERVE

Debt Service Reserve*

Depreciation Reserve™”

TOTAL DEBT SERVICE RESERVE

SURPLUS (DEFICIT)

DEBT COVERAGE (A/B)

*WVIJDC Bond Reserve Prefunded

**Depreciation Reserve hased upon 2.5% of Gross Water Sales

R

R R i

142,436
23,800
2,922
2,068
1,213
172,439

172,439

98,232
6,656

104,888

67,551

5,410

46,728
52,138

4,672
4,229
8,901
6,512

129.56%



Attachment No. 2 to Letter of Conditions - Guide - Revised 11/07
For: City of War (Phases Il and IV Water Extensions)
- Date:

July 30, 2008

UNITED STATES DEPARTMENT OF AGRICULTURE

RURAL UTILITIES SERVICE

Water and Waste Processing Checklist

Form Document Number  Procedure  Provided Target Date - File
Number or Action Needed  BReference By Date Received Position
SF 424.2  Application
for Federal
Assistance 3 1780.31(b) Applicant Have 3
DUNS Number 1 Applicant Have 3
CAIVRS ‘ CPAP
Number 1 RUS Have Form
Public Notice
of Intent to
File App./ 1780.18(a)
Env. Notice 3 1794 Applicant Have 3
Builetin Applicant
1780-22 Eligibility
Certification/
Other Credit _ .
Certification 1 1780.33(d) Applicant Have .3
'Bond Ordn.
or Resol. On
Qutstanding Applicant/
Debis 1 1780.33(e} Aftormey 5
Bonds or Notes
Outstanding , Applicant/
Debt 1 1780.33(e} Attorney 2
Auditl for last
year of Applicant/
operation 1 1780.33(e} Accountant Have 1
Staff Review
Finaneial _
Statements 1 S.l.1780.2 RUS Have 1
EJCDC No. Agreement
E-510-FA  between Owner Applicant/
- & Engineer 3 1780.39(b) Engineer Have 6




Form
Number

RUS Legal
Services
Agreement

Bulletins
1780-2
1780-3

Document Number  Procedure  Provided Target Date File
or Action Needed Reference By Date Heceivenqt Position

Legal Services
Agreement
with Local 1780.39 Applicant/
Atiorney 3 {b)(2) Attorney Have 5
Site Visit S.1.1780-2 RUS Have 3
Processing
Conference 1 1760.39(a) RUS Hﬂ\p&/ 3
Environmental
Report 2 1794 . Applicani Have 3
Environmental RUS/
Assessment 2 1794 Engineer Have 3
FONSY Exhibit 1

- Evidence of RUS 1794 RUS/
Publication 1 News Ad Applicant Have 3
Preliminary
Engineering
Report 2 1780.33{c) Engineer Have B
Staff Engineer
PER Review 1 1780.33(c) RUS Have 3
Bill Analysis
for existing Applicant/
system(s) 2 1780.33(c) Engineer Have 8
Projected Bill
Analysis for : Applicant/
New Users 2 1780.33(c) Engineer Have 8
Statement
reporting the
total number
of potential Applicant/
users 1780.83(c} Engineer Have 8
Rate Tariff 2 1780.33 Applicant Have 8

~ Applicant's
IRS Tax
Number(TIN) 1 1780.33(g) Applicant Have 3




Form Document Number  Procedure  Provided Targst Date Fite
Number or Action Needed Heference By Date Heceived Position
Agengy Det-

ermination on
the Availability
of "Other Credit”

with Docu--

mentation 1 1780.7{d) RUS Have 3

Documentation on

Service Area 1 1780.11 HUS | 3
Bulletin Project
1780-1 Selection

Criteria 2 1780.17 RUS Have 1

Letter of 1780.41

Conditions 7 (a)(5) RUS Have 3
AD 1049 Certification

Regarding

Drug-Free '

Workplace 1 1780.33(h) Applicant Have 5

Minutes Adopting

Drug-Free

Workplace -

Program 1 LOC Applicant 5
Exhibit Certifications
A/ AA Regarding

Lobbying 2 1780.33(h)  Applicant Have 2
CPAP Project
Form Information -2 1780.41(a) RUS Have 1
CPAP Underwriting -
Form Information 2 1780.33(h) RUS Have 3
RD Reguest for
1940-1 Obligation of RUS/

Funds 2 1780.41(a) Applicant Have 2
Bulletin Association
1780-12 Water or Sewer

System Grant RUS/ 7

Agreement 2 1780.45(c) Applicant Have 2
RD Letter of Intent
1942-46 to Meet 1780.41

Conditions 2 {a)(6) Applicant Have 3




Form
Numbe_[

Document
or Action

Number
eded

Procedure
Reference

Provided
By

Targst
Date

Heceived

Daie File
Position

AD 1047

RD
1910-11

Bulletin
1780-27

(219
400-1

RD
400-4

Certification
Regarding
Debarment
{Primary)

—

1780.33(h)

Applicant

Have 5

Relationships/
Associations
with Agency
Employees

1780.1(1)

RUS

Have 3

Applicant
Cerification,
Federal Collect-
ion Policies

1780.33(h)

Applicant

Have 3

Loan
Resoluiion

1780.45
(@)(2)

Applicant

Equal
Opportunity
Agreement

1901-E

Applicant

Have 5

Have 6

Assurance

1901-E

Applicant

Have 3

~J_ﬁ«_ghr.c-.emertt

Legal Services
Agreement
with Bond
Counsel

1780.39
(b)(3)

Applicant/
Bond lCounseI

Agreement for
Accounting
Services

1780.39
(b)(2)

Applicant/
Accountant

Have 5

Water Users
Agreement

(Copy)

1780.39

)3

Applicant

L/

Evidence
of Users:

. Map of Users

with each
identified by
number

LOC

Applicant

Separate
N/A File

. List of Signed
Users Numbered

to Map

LOC

Applicant

N/A 5




Form

3
4
5
6
RD
442-30
Lender
Agreement/
Bulietin
1780-10/
1780-10a

Document Number  Procedure  Provided Target Date File
_orAction  Needed Reference By Date _ Received  Position

. List of Declination

Statements

Numbered

to Map 1. LOC Applicant N/A 5
. Evidence of

Tap Fees

Being Paid 1 LOC Applicant N/A 5
. Having Users

Agreements and

Declination

Statements

Available LOC Applicant N/A
. Certification

Relative to

Existing

Users 1 LOC Applicant 5

Verification

of Users 1 1780.44(b) RUS 3

Water Applicant/

Purchase 1780.62/  Attorney/

Contract 1 1780.63 RUS 5

Accountant's Applicant/

Certification 1 LGC Accountant 3

RUS Review

of Accounting S.11780-4

Records 1 {(1)(ii} RUS 3

Copy of PSC

Rule 42 Attorney/

Exhibit 1 State Accountant 3

Interim

Financing

Docurmenta- Applicant/

tion 1 1780.39(d) RUS 1

DOH Permit 1 1780.15(d) Applicant 6

Railroad

Permit 1 1780.15{d) Applicant 6

Public Land

Corp. Permit 1 Applicant 6

1780.15(d)




Form Document Number  Procedure  Provided Target Date File
Number or Action Needed Reference By Date Received Position
Corps of
Engineers
Permit 1 1780.15(d) Applicant 6
Dept. of Heatth
Approval 1 1780.15(d) Enginger 5
Dept. of
Environmental
Protection
Permit 1 1780.15(d) Engineer ]
Contract Docu-
ments, Plans
& Specifi- Separate
cations 2 1780.61{a) Engineer File
Agency Deter-
mination on ,
Procurement 1 1780.70(d) RUS 8
Preliminary
‘Bond Transcript
Documents w/o
Defeasance Bond
Provisions 2 1780.83 Counsel 5
Right-of-Way Separate
Map 1 1780.44(g) Engineer File
Deeds and/or Applicant/
Options 1780.44.(g) Atiorney 5
RD Preliminary 1780.44  Applicant/
1927-9 Title Opinion 1 {Q)(2) Altorney 5
Narrative
Opinion from
Attorney 1 1780.44{g) Attorney 5
Waiver of
Title Defects
Letter A 1780.44(g) RUS 5
RD Opinion of
442-22 Counsel
Relative to 1780.44
R/\Ways o) Attorney 5
Review of
Outstanding BUSs/ ,
Judgment 1 1780.7(g)  Attorney 3




Form Document Number  Procedure  Provided Target Date File
Number or Action Needed Reference By Date Received Position

SF 3881 Electronic Funds

Transfer
Payment Applicant/
Enrollment . Financial
Form i 31 CFR 208 Institution 2
Positive Pro-
gram to En-
courage Con-
nections when 1780.39 :
Completed 1 (c)(5) Applicant N/A 5
RD Appraisal
44210 Report 1 1780.44{(g) RUS N/A 8
Documenta-
tion Relative 1780.1
{0 Health or (c)(1) RUS/State
Sanitary 1780.13 Health
Hazards ‘ 1 (b)(1) Department 2
pPsSC Applicant/ :
‘Approval 1 1780.15(b) Attorney . 5
Certificétions
on VA and
ERP 1 Applicant ' 5
Bid _
Tabulation - 1 1780.61({b}) Engineer N
OGC Closing :
Instructions 1 1780.44(h) RUS ‘ 5
5/0 Closing
Instructions 1 1780.44(h) RUS ) 5
RD Final Title 1780.44 Applicant/
1927-10 Opinion 1 (2)(2) Attorney ‘ 5
Bond Tran-
script Docu-
ments w/o
Defeasance Bond Separate
Provisions 3 1780.83 Counsel File
RD Compliance
400-8 Review 1 1780.44(¢c) BUS , 5
Liability

Insurance 1 1780.39(g) Applicant ‘ ‘ 7




Form Document Number  Procedure  Provided Targst Deate File
Number or Action =~ Needed Reference By Date Received Position

Workers'

Compensation

Ceriificate 1 1780.39(g) Applicant 7

Flood Insur-

ance Policy 1 1780.39(g) Applicant 7
440-24 Fidelity

Bond 1 1780.39(g) Applicant 7
1924-16 Record of Pre-

Construction RUS/

Conference 1 1780.76(a) Engineer 6
AD 1048 Certification

Regarding All

Debarment Appropriate

(Contractor) 1each 1780.33(h) Vendors 5

OGC Final

Cpinion 1 1780.45(g) RUS 5
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United States Department of Rgriculiure
Rural Development
West Virginia State Office

April 13,2009

The Honorable Thomas Hatcher, Mayor
City of War

P.O. Box 280

War, WV 24872

RE: Water System Upgrade Phases Il and IV ¢
"~ Amendment No. | to Letter of Conditions

Dear Mayor Hatcher:

This letter, with Attachment No. 1 amends the letter of conditions dated July 30, 2008
and further establishes conditions which must be understood and agreed to by you before
further consideration may be given to your application. The loan and grants will be
administered on behalf of the Rural Utilities Service (RUS) by the State and Area staff of
USDA, Rural Development. Any changes in project cost, source of funds, scope of
services, or amy other significant changes in the project or applicant must be reported to
and approved by USDA, Rural Development by written amendment to this letter. Any
changes not approved by Rural Development shall be cause for discontinuing processing
of the application.

The docket may be completed on the basis of an initial RUS loan in the amount of
$1,100,000, an initial RUS grant in the amount of $1,329,000, and a subsequent RUS
grant in the amount of $217,500, for a total project cost of $2,646,500.

The subsequent grant will be considered approved or the date a signed copy of Form RD
1640-1 “Request for Obligation of Funds,” is mailed to you.

Subject to the requirements noted herein, all of the conditions of the July 30, 2008 letter
of conditions remain in effect and must be satisfied prior to loan and grant closing.

Extra copies of this letter are being provided for use by your engineer, attorney, bond
counsel and accountant. The enclosures and attachments listed below are atfached to the
copies as noted.

Federal Building * 75 High Street » Suite 320 - Morgantown, WV 26705-7500
Phone; (304) 284-4860 OR 1-800-295-8228 - Fax: {304) 284-4893 « TDD: (304) 284-4835
Web: hitp:/fwww.rurdeyv.usda.gov/wy

Commiltled to the future of rural communities.
"USDA is an eqgual opporiunity provider, employer and lender.”

Tofiile & compiaint of discrimination write USDA, Director, Office of Givii Rights, 1400 independence Avenue, 5.W.,
Washingion, DC 20250-0410 or call {800)795-3272 {voice) or (202) 720-6382 {TDD).



The conditions referred to above are as follows:

1. American Recovery and Reinvestment Act of 2009 ("Recovery Act').

Recovery Act requirements apply to this financing. In addition to the other
conditions contained in this Letter of Conditions, you must understand and agree
to these following conditions specific to the Recovery Act:

(a). Certifications: With respect to Recovery Act funds made available
1o State or local governments for infrastructure investments, Section 1511
of the Recovery Act requires the Governor, mayor or other chief
executive, as appropriate, to certify that the infrastructure investment has
been properly approved as required by law and that the chief executive
accepts responsibility that the infrastructure investment is an appropriate
use of taxpayer dollars. RD Water and Waste personnel will provide
specific guidance on the information required in the certification.

(b).  Reports on Use of Funds: Section 1512 of the Recovery Act
requires each recipient receiving Recovery Act funding to provide specific
information to the government on a periodic basis for inclusion in various
internal and publicly-available reports. RD Water and Waste Program
personnel will provide specific guidance on the type and frequency of
information required to assist Recovery Act recipients in complying with
this condition.

(c). Buy American: Section 1605 of the Recovery Act requires that all
projects financed with Recovery Act funds be bid and constructed using
only iron, steel and manufactured goods produced in the United States in
accordance with Section 1605 of the Recovery Act. Specific guidance,
including contract provisions to be included in any consiruction contracts,
is being formulated and drafted as of the date of this Letter of Conditions,
RD Water and Waste Program personnel will provide specific guidance
related to this condition as soon as it is available.

(d). Wage Rate Requirements: Section 1606 of the Recovery Act
requires that all laborers and mechanics employed by coniractors and
subcontractors for the project will be paid wages at rates not less than
those prevailing on projects of a character similar in the locality where this
project will occur. Specific guidance, including contract provisions to be
included in any construction or otherwise related contracts, is being
formulated and drafted as of the date of this Letter of Con(hhons RD
Water and Waste Program personnel will provide specific guidance

related to this condition as soon as it is available.




Compliance with the conditions in this section is required for financing under the
Recovery Act. However, these conditions are not substitutes for, or in lieu of, the
remaining conditions contained in this Letter of Conditions. Each of the conditions in
this Letter of Conditions must also be understood and complied with to receive financing
for your project.

2. The project construction budget (Attachment No. 1) has been amended to reflect
the subsequent funding.

3. Users — This conditional commitment is based upon you providing evidence that
you will have at least 493 bona fide users on the proposed system when it has
been compieted and is placed in operation. This evidence will consist of a signed
certification from you that identifies and attests to the number of users actualty
connected to and using the City’s existing water system, which is to be partially
replaced by the new system, at the time you request authorization to advertise the

“proposed project for construction bids.

4. Public Service Commission Approval - You must obtain PSC approval of the
project’s proposed financing and user rates as may result from this amendment to
the ietter of conditions. ‘

5. Tncome Available - You must maintain a rate schedule that provides adequate
income to meet the minimum requirements for operation and maintenance, debt
service, and reserves, ‘

6. At a properly called meeting, you must adopt and properly execute the following
forms, and minutes showing the adoption must be provided (you must also
provide us with a copy of the minutes showing the adoption of the forms
associated with the original letter of conditions):

Form 1940-1 — “Request for Obligation of Funds” :
RUS Bulletin 1780-12 — “Water or Waste System Grant Agreement”
Form RD 1942-46 — “Letter of Intent to Meet Conditions”

If the conditions set forth in this letter are not met within six (6) months from the date
hereof, RD reserves (he right to discontinue processing of the application. In the event
the project has not advanced to the point of loan/grant closing within the six-month
period and it is determined the City still wishes to proceed, it will be necessary that the
proposed budget be reviewed again in detail. If, during that review, it is determined the
budget is no longer current and/or adequate, RD reserves the right to require that it be
revised or replaced. '




We believe the information herein clearly sets forth the actions which must be taken;
however, if you have any questions, please do not hesitate to contact me.

Sincerely,

DIANNE GOFF CRYSLER
Acting State Director

Enclosures

cc: Tracey Rowan, Community Programs Specialist
Cross Lanes, WV

Jeffrey S. Feamster, CPA
P.O. Box 982
Lewisburg, WV 24901

W. Richard Staton, Attorney at Law
Moler & Staton

P.0O. Box 357

Mullens, WV 25882

Qlver, Inc.

Consulting Engineers
ATTN: Mark Blaylock, P.E.
1116 South Main Street
Blacksburg, VA 240060

John Stump, Esquire

Steptoe & Johnson, PLLC
P.O. Box 1588

Charleston, WV 25326-1588

David Cole, Executive Director

Region I Planning and Development Council
1439 Main Street, Suite 5

Princeton, WV 24740



Attachment No. 1 to Letter of Conditions
For. City of War {Phases ! & IV}
Daie:

Proiect Construction Budgst

RUS RUS SUBSEQUENT

PROJECT COST LOAN GRANT RUS GRANT TOTAL
CONSTRUCTION $ 753,100 % 081,200 % 160,700 § 1,885,000
CONST. CONTINGENCY % 52,700 & 68,700 § 11,300 § 132,700
LAND & RIGHTS L) 8,000 § 7,800 % 1,200 % 15,000
LEGAL FEES & 9,900 % 13,000 % 2,900 % 25,000
BOND COUNSEL $ 10,300 § 13,500 % 2,200 % 26,000
ACCOUNTING 5 4400 % 5,700 § 200 § 11,000
ENGINEERING FEES 5 119,300 § 155,500 § 25500 § 300,300

Basic - $144,800

insp. - $106,000

Special - $49,500
INTEREST $ 80,000 - $ 80,000
EQUIPMENT % 19,800 & 28,700 § 4200 & 49,700
TECHNICAL SERVICES $ 21,900 $ 28,500 § 4,600 $ 55,000
PROJECT CONTINGENCY $ 22600 & 29,400 % 4800 % 56,800

TOTAL $ 1,100,000 $ 1,329,000 § 217,500 % 2,646,500

Rates

Avallable for general domestic, commercial, and industrial service.

First 2,000 gallons @ % 11.20  per M galions
Next 3,000 gallons @  §. 7.75  per M galions
Next 5,000 gallons @ 7.01  per M gallons
Next 30,000 gallons @ $ 6.44  per M gallons
Next 60,000 gallons @ . % 6.06 per Mgallons
Over 100,000 galions @  § 565  per M gallons

Minimum Charge

No bill shall be rendered for iess than the following amounts according to the size of meter installed.

5/8" x 3/4" meter $ 22.40 per month
3/4" . meter $ 33.60 per month

1" meter $ 56.00 per month

11/2" - meter $ 112.00 per month

2" meter $ 179.20 per month

3" meter $ 336.00 per month

4" meter $ 560.00 per month

&' meter $ 1,120.00 per month

g meter $  1,792.00 per month

Minimurm Monthiy Bl $§  22.40 for 2,000 gallons



Delaved Payment Penalty

The above tariff is net. On all accounts not paid in full within twenty (20) days of date of bill, ten percent (10%) will
be added to net amount shown.

if any bill is not paid within sixty (80} days after date, water service to the customer wili be discontinued. Water

service will not be restored until all past due water bilis have been paid in full and all accrued penalties plus a
reconnection charge have been paid.

Leak Adjustment

$2.35 per M gal. To be charged for all water billed in excess of the customer's historical usage when the bill reflects
unusual consumption which is atiributed 1o eligible leakage on the customer's side of the meter.

Connection Charge

Prior to Construction - $100.00

Aftar the start of construction, there shall be a charge of $300.00 for connection to the system.

Reconnection Charge

$25.00

Use and Income Analvéis - Sea Attached

Cash Flow Analysis - See Attached




9zvle8LL $ peogE’t ¢ 0§Elee § pSekLs § £0'Gze'8 $ crelslz $ v9eE0/S 08'2e5'S. $ senusasy [endly

6L'9G8° YL 8§ SELEL $ 12261 $ 0oL & Zp'gel ¢ poeeg'e § 2L85L'Y .w ov'v¥6z'e 3 senusAsY Ao
G9'G $ 909 $ Y9 § 104 $ gLt & 0e'Lh $ oFéc & : saley pesodoid
LLBL 0g'Le a6'el L6'F0 I 764960 Gevey 00°18e LE°09E°L  0O'E6Y . . [e10§ AjUIuoW
1461 Gt g4 ge'l G20 50 LL vt i 00000} JIA0
088l 08¢ g€ gee 0G'L 089% 3 ooo_oor - Loo'oy
goEY $8°GE 05'1e vEP L 09°G1 l 000'0b - 1000t
FACRAS getil 2184 6P vad 8¢ 000'0L - L00'S
617261 8" LEE _ £0'68Y 991 000'G - 1002
188 #2680 ogeg 0002 -0
ANNIAZH 00000 - 000'09 00008 000's noo'e 0002 sipd 'O snD Buryoolg
IYLOL IENe) XaN INCIN 1XeN XeN 1814 LLEnLILA /B9

WELSAS DNILSIXE
SISATIVNY IWOON! ANV 38N
4B 40 A1D

<=1\=1g|
(Al B 1} s95BUd) 1B JO AUD 10
SUORIPLOD JO 481187 O} | "ON HLOLILOBNY



City of War
OPERATING BUDGET

OPERATING INCOME
Metered Sales
Penalties
Other Income
TCTAL OPERATING INCOME

NON OPERATING INCOME
Inferest income
TOTAL NON OPERATING INCOME
TOTAL INCOME
EXPENSES
O&M
Taxes
TOTAL EXPENSES
INCOME AVAILABLE FOR D/S (A)
DEBT SERVICE
Existing Bond P & [ (B}
Proposed Bond P & | (B}
TOTAL DEBT SERVICE
DEBT SERVICE RESERVE
Debt Service Reserve®
Depreciation Reserve™

TOTAL DEBT SERVICE RESERVE

SURPLUS (DEFICIT)

DEBT COVERAGE (A/B)

“WVIJDC Bond Reserve Prefunded

$178,274
% 2,067
$ 1,830

$114,233
$ 4,705

$ 5410
$ 46,728

$ 48672
$ . 4,457

**Deprecialion Reserve based on 2.5% of water sales.

183,071

183,071

118,838

64,133

52,138

8,129

2,866

1.23
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

Entered: July 16, 2010

CASE NO. 10-0230-W-CN

CITY OF WAR, a municipal utility,

War, McDowell County.
Application for a certificate of convenience
and necessity to construct improvements to the
existing water distribution system.

and
CASE NO. 10-0534-W-MA

CITY OF WAR, a municipal utility,

War, McDowell County.
Investigation and suspension of increase
in water rates and charges as a result of
petitions filed in accordance with
W.Va. Code §24-2-4b.

RECOMMENDED DECISION

Case No. 10-0230-W-CN (“certificate case’)

On February 18, 2010, the City of War (“City™), by counsel Susan J. Riggs, filed with the
Public Service Commission (“Commission”) an application for a certificate of convenience and
necessity to construct Phases 2 through 4 of its Water Improvement Project, which includes replacing
the water distribution systems of the Yukon and Excelsior areas, as well as the City’s downtown

distribution system. Supporting documentation was filed.

Also on February 18, 2010, the Commission directed the City to publish a Notice of Filing.

FINAL

8/5/2010

s
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On March 3, 2010, by Order, the Commission referred this matter to the Division of
Administrative Law Judges (“ALJ Division™) for decision no later than August 2, 2010, if timely
substantial protest was received, and no later than July 5, 2010, if such protest was not filed.

On March 10, 2010, the City, by counsel, filed an affidavit of publication of the Notice of
Filing on February 26, 2010, in The Welch News.

On March 19, 2010, Staff Attorney Cassius Toon filed an Initial Joint Staff Memorandum,
with an attached memorandum from Karen L. Buckley, of the Utilities Division, and James Spurlock,
of the Engineering Division.

On April 6, 2010, the City, by counsel, filed further information.

Case No. 10-0534-W-MA (“municipal appeal case”)

On March 17, 2010, the City adopted an ordinance increasing its water rates by 70%, to
become effective no soorner than May 1, 2010,

On April 16,2010, a petition signed by 407 individuals was filed, opposing the rate increase.!
The petition stated that the increase would be “grievous for customers to pay,” particularly since the
quality of the water is substandard.

On April 19, 2010, the Commission issued an order stating that it had received a petition
“apparently signed by not less than twenty-five percent of the City’s water customers” and, therefore,
found jurisdiction pursuant to W.Va. Code §24-2-4b; docketed this matter; named the City a
respondent; suspended the City’s proposed rates and charges until August 29, 2010, unless otherwise
ordered by the Commission; and referred this matter to the ALJ Division for decision no later than
July 30, 2010. Commission Staff was ordered to file its final report no later than June 15, 2010.

On May 14 and 17, 2010, the City, by counsel Susan J. Riggs, filed further information.

Case Nos. 10-0230-W-CN and 10-0534-W-MA

On May 12, 2010, the City, by counsel, filed a motion for the consolidation of the certificate
and municipal appeal cases; tolling of the municipal appeal case’s statutory deadline; and extensions
of the ALJ decision due dates.

On May 21, 2010, the Commission, by Order, granted the motion. The effective dates for the
proposed rates in the municipal appeal case and the statutory deadline for both cases were extended

"The cover letter to the petition stated that the petitioners had been informed by a representa-
tive of the City that a rise in the water rates would raise the sewerrates. That is incotrect. The sewer

rates are unaffected by the proposed raising of the water rates.
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until October 1, 2010, and the ALJ decision due date for the consolidated cases was extended until
August 9, 2010.

On May 25, 2010, the undersigned issued a Procedural Order ordering Commission Staff to
file its final report in the certificate case no later than June 15, 2010, the same date that its report was
due in the municipal appeal case; ordering the City to file any objection to Staff’s recommendations
no later than June 25, 2010; scheduling these matter for hearing at 1:00 p.m. on July &, 2010, in
Circuit Courtroom A, McDowell County Courthouse, Wyoming and Court Streets, Welch, West
Virginia; ordering an expedited transcript, to be filed no later than July 12, 2010; and ordering the
City to publish an attached Notice of Hearing no earlier than June 23, 2010, and no later than July 1,
2010.

On June 8, 2010, the Commission extended the deadiine for Staff to file its reports in both
cases to June 22, 2010.

On June 22, 2010, Mr. Toon filed the Final Joint Staff Memorandum in the certificate case,
with an attached memorandum from Ms. Buckiey and Jonathan Fowler, of the Engineering Division,
which included the following: This project involves replacing the distribution system previously
owned by War Water Works, which is over eighty years old and extremely leaky and otherwise
deteriorated. The project is referred to as Phase 2, Phase 3 and Phase 4; Phase 1 was approved by the
Commission in Case No. 08-0684-W-CN (June 26, 2008). The project will consist of installing
approximately 27,800 feet of water mains of various sizes, 75 main valves, 365 meters, and 32 new
fire hydrants and shut-off valves; the construction of a 100,000-gallon water storage tank; and
restoration of the property. The project has been approved by the Infrastructure and Jobs
Development Council and is estimated to cost $4,113,800, including an estimated construction cost
of $3,191,900, to be funded by a $2,613,800 Rural Ultilities Service (“RUS”) grant and an RUS loan
of $1,500,000, payable over forty years at an interest rate not to exceed 2.75%. The West Virginia
Bureau of Public Health issued two permits for the project, Permit No. 18,311 (dated May 15, 2009)
and Permit No. 18,364 (dated July 24, 2009).  Staff opined that the project is badly needed, due to
the dire condition of the system, and recommended that the certificate be granted and the project and
its funding be approved. '

Also filed on June 22, 2010, was the Final Joint Staff Memorandum in the municipal appeal
case, with Staff Reports prepared by Ms. Buckley and Mr. Fowler, which included the following;
Staff examined the City’s books and records for the fiscal year ending June 30, 2008. Staff found that
over five years the City had averaged $10,316 in capital additions. Staff calculated that the City
would need total available cash of $269,356, and recommended that the City’s water rates be
increased by 45.1%, to become effective upon substantial completion of the project at issue in the
certificate case. The Staff-recommended rates would provide the City $10,328 for capital additions
and a debt service factor of 122.48%, Staff also recommended modifying the City’s leak adjustment
rate and adding to the City’s tariffa $150 tap fee, a $25 reconnection charge, a returned check charge
not to exceed $25, and a security deposit provision.
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On June 25, 2010, the City, by counsel, filed a request for an extension of the deadline for it
to respond to Staff’s recommendations from June 25" to July 2™, stating that its accountant is on
National Guard duty, and will not return to his office until June 28",

On June 28, 2010, the undersigned issued a Procedural Order granting the motion.

OnJuly 6, 2010, the City, by counsel, filed an affidavit establishing that the Notice of Hearing
had been published on June 25, 2010, in The Welch News.

The hearing convened as scheduled. Mr. Toon and Ms. Riggs made their appearances, and Ms.
Riggs stated that the City agreed with Staff’s recommendations in the certificate case and stipulated
to the Staff-recommended rates in the municipal appeal case. (Tr. 6). The City’s application in the
certificate case was entered into evidence as City Exhibit 1 and the engineering reports were entered
into evidence as City Exhibits 2 through 4. The Staff reports in the municipal appeal case were
entered into evidence as Staff Exhibit 1 and the Staff report in the certificate case was entered into
evidence as Staff Exhibit 2. Ms. Riggs clarified that all necessary permits in the certificate case had
been received and filed. (Tr. 7). Mr. Fowler and Ms. Buckley were called as witnesses to explain
these matters to the protestants who had appeared. Included in Mr. Fowler’s testimony was that the
City’s system was built in the 1920's by the War Water Works and allowed to deteriorate; the City
acquired the system in 2003. The project at issue in the certificate case is “desperately needed.” (Tr.
12). Ms. Buckley stated that Staff recommended an overall increase of approximately 45%, lower
than the 70% the City’s ordinance had provided; with implementation of the Staff-recommended
rates, an average monthly bill for usage of 4,500 gallons of water will go up by $9.90. (Tx. 17).

The protestants asked questions, and further information was provided, as follows: Asked how
much debt the City will incur because of the project, Mr. Fowler explained that, of the $4,113,800
cost of the Phase 2 through 4 project, only $1,500,000 will have to be repaid; the rest, approximately
$2,600,000, will be paid for by grants. (Tr. 25). Mayor Thomas Hatcher stated that, for all six phases,
the City will have $6,881,000 in grant money and only the $1,500,000 in loans; the later two phases
will be totally grant-funded. Mayor Hatcher explained that grants are covering 82% of the total cost
of all the projects; only 18% of that cost will be in loans. He added that such funding is better than
most cities ever get. (Tr. 26). Asked when the water will become potable, Douglas Hudgins, the
City’s engineer, stated that, at the end of this project, Phases 2 through 4, the source of water will be
the same, but Phases 5 and 6, which have been funded and are now being designed, will include
connection to the water system of the McDowell County Public Service District, which has treated
water; all of the City’s water will be bought from the District. (Tr. 28). The Phase 2 through 4 project
will improve the water quality, because of the corrosion of the old lines, but not until the system is
connected to the District’s system will the problems with the water quality be fully resotved. (Tr. 34).
All of the projects should be completed within approximately two years. (Tr. 40). Mr. Toon stressed
that the increased rates will not become effective until the project is substantially complete. (Tr. 38).
Mayor Hatcher clarified that the City has been paying interest on the RUS loan since February 18,
2009; it has already paid a total of $14,133.48. (Tr. 47). The statements of the protestants primarily
were that the water quality is bad; the water is dirty and treated only with chlorine. (Tr. 36, 38, 42,
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45). Lawrence Muncy expressed concern that, since the population in the area is falling, in the future
it might be difficult for the City’s customers to pay off the debt. (Tr. 36).

The transcript was filed on July 12, 2010.

FINDINGS OF FACT

1. On February 18, 2010, the City of War filed with the Public Service Commission an
application for a certificate of convenience and necessity to construct Phases 2 through 4 of its Water
Improvement Project. Phases 2 through 4 include replacing the water distribution systems of the
Yukon and Excelsior areas, as well as the City’s downtown distribution system. The matter was
docketed as Case No, 10-0230-W-CN. (See application).

2. The City published a Notice of Filing of the application for a certificate of convenience
and necessity on February 26, 2010, in The Welch News, and no protest was filed. (See filing of
March 10, 2010; Commission case file).

3. On March 17, 2010, the City adopted an ordinance increasing its water rates by 70%,
to become effective on May 1, 2010. Upon the filing of a petition opposing the increase, signed by
407 individuals, the Commission invoked its jurisdiction pursuant to W.Va. Code §24-2-4b, and
suspended the City’s proposed rates until August 29, 2010, unless otherwise ordered by the
Commission, The matter was docketed as Case No. 10-0534-W-MA., (See filing of March 22, 2010;
Commission Order of April 19, 2010).

4, Upon request of the City, the Commission consolidated the two cases, changed the
effective date for the proposed rates to October 1, 2010, and extended the statutory deadline for the
consolidated cases to August 9, 2010. (See filing of May 12, 2010; Commission Order of May 21,
2010).

5. A Notice of Hearing on the consolidated cases was published on June 25, 2010, in The
Welch News, and protestants appeared at the hearing held July 8, 2010, (See filing of July 6, 2010;
Tr. 30-51).

6. The Phase 2 through 4 project at issue in Case No. 10-0230-W-CN involves replacing
the distribution system previously owned by War Water Works, which is over eighty years old and
extremely leaky and otherwise deteriorated. The project will consist of installing approximately
27.800 feet of water mains of various sizes, 75 main valves, 365 meters, and 32 new fire hydrants and
shut-off valves; the construction of a 100,000-gallon water storage tank; and restoration of property.
(See Staff Report filed June 22, 2010; Tr. 10-13).

7. The project has been approved by the Infrastructure and Jobs Development Council and
is estimated to cost $4,113,800, including an estimated construction cost 0f $3,191,900, to be funded
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by a $2,613,800 Rural Utilities Service grant and an RUS loan 0of $1,500,000, payable over forty years
at an interest rate not to exceed 2.75%. (See application; Staff Report).

8. The West Virginia Bureau of Public Health issued two permits for the project, Permit
No. 18,311 (dated May 153, 2009) and Permit No, 18,364 (dated July 24, 2009). All needed permits
have been received and filed. (See Staff Report; Tr. 7).

9. Staff concluded that the project is badly needed, due to the dire condition of the system.
Staff recommended that the certificate be granted and the project and its funding be approved. (See
Staff Report; Tr. 12).

i0.  Staff examined the City’s books and records for the fiscal year ending June 30, 2008.
Staff found that over five years the City had averaged $10,316 in capital additions. Staff calculated
that the City would need total available cash of $269,356, and recommended that the City’s water
rates be increased by 45.1%, to become effective upon substantial completion of the Phase 2 through
4 project. The Staff-recommended rates would provide the City $10,328 for capital additions and a
debt service factor of 122.48%. Staff also recommended modifying the City’s leak adjustment rate
and adding to the City’s tariff a $150 tap fee, a $25 reconnection charge, a returned check charge not
to exceed $25, and a security deposit provision. (See Staff Reports; Tr. 13-17).

11.  The City stipulated to the Staff-recommended rates. (Tr. 6).

CONCLUSIONS OF LAW

L. In Case No. 10-0230-W-CN, it is appropriate to grant the application and approve the
project, pursuant to W.Va. Code §24-2-11, because it is reasonable and necessary, and to approve the
funding because it is appropriate.

2. It is appropriate to approve the Staff-recommended new tariff provisions and rates, as
provided in Appendix A, to become effective upon substantial completion of the approved project,
because the City accepted them; no reasonable argument against them has been made by the
customers of the City; and they provide revenue sufficient, but no more than sufficient, to cover the
expenses of the City, its needed capital improvements, and its debt service.

3, It is appropriate to order the City to cause to be published the attached Notice of New
Tariff Provisions, attached hereto as Appendix B.

ORDER

IT 1S, THEREFORE, ORDERED that the application for a certificate of convenience and
necessity filed on August 17, 2009, by the City of War to construct Phases 2 through 4 of its Water
Improvement Project is approved.
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IT IS FURTHER ORDERED that the funding for the Phases 2 through 4 project, consisting
of a $2,613,800 Rural Utilities Service grant and an RUS loan of $1,500,000, payable over forty years
at an interest rate not to exceed 2.75%, is approved.

IT IS FURTHER ORDERED that, if there is any change in the cost of the project, estimated
at $4,113,800, which affects rates, or in the scope, design or funding of the project, the City of War
file a petition with the Commission for approval of such revisions.

IT IS FURTHER ORDERED that, if there are any changes in the project costs that do not
affect rates, the City of War file an affidavit duly executed by its accountant verifying that the City’s
rates and charges are not affected.

IT IS FURTHER ORDERED that the City of War comply with all rules and regulations of the
Division of Highways regarding the use of those rights-of-way.

IT IS FURTHER ORDERED that the City of War file a copy of the engineer’s certified
tabulation of bids for the project within ten (10} days of the opening date.

IT IS FURTHER ORDERED that the City of War notify the Commission when its engineer
has performed the substantial completion inspection.

IT IS FURTHER ORDERED that the rates and tariff changes, as provided in Appendix A, are
approved, to become effective upon substantial completion of the Phases 2 through 4 projectapproved
herein and to replace those of the ordinance pertaining to water rates adopted by the City of War on
March 17, 2010, which is hereby stricken from the Commission’s tariff files.

IT IS FURTHER ORDERED that the City of War file with the Commission’s Tariff Office
an original and five (5) copies of its tariff implementing the approved rates and other tariff changes,
as provided in Appendix A, no later than thirty (30) days after the date of substantial completion of
the project approved herein.

IT IS FURTHER ORDERED that the City of War cause to be published, at least once and
within (30) days of the effective date of the approved tariff, 2 copy of the Notice of New Tariff
Provisions, attached hereto as Appendix B, in a qualified newspaper, published and of general
circulation in McDowell County, and that the City of War file the affidavit of such publication as a
closed case filing.

IT IS FURTHER ORDERED that the City of War not implement the new tap fee, reconnection
charge, and returned check charge until after publication of the Notice of New Tariff Provisions.

IT IS FURTHER ORDERED that this matter be removed from the Commission's docket of
open cases.
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IT IS FURTHER ORDERED that the Executive Secretary of the Commission serve a copy of
this order upon the Commission by hand delivery, and by electronic service upon all parties of record
who have filed an e-service agreement with the Commission and by United States Certified Mail,
return receipt requested, upon all parties of record who have not filed an e-service agreement with the
Commission.

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

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

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

Sunya Anderson
Administrative Law Judge
SA:s
100230ab.wpd
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CASE NO. 10-0230-W-CN

CITY OF WAR, a municipal utility,

War, McDowell County.
Application for a certificate of convenience
and necessity to construct improvements to the
existing water distribution system.

and
CASE NO. 10-0534-W-MA

CITY OF WAR, a municipal utility,

‘War, McDowell County.
Investigation and suspension of increase
in water rates and charges as a result of
petitions filed in accordance with
W.Va. Code §24-2-4b.

APPROVED TARIEF

SCHEDULE DCW

APPLICABILITY
Applicable within the entire territory served.

AVAILABILITY OF SERVICE
Available for general domestic and commercial service.

RATES (customers with metered water supply)

First 2,000 gallons used per month
Next 8,000 gallons used per month
Next 30,000 gallons used per month
Next 60,000 gallons used per month

All over 100,000 gallons used per month

APPENDIX A
PAGE 1 OF 3

DOMESTIC AND COMMERCIAL WATER

$10.00 per 1,000 gallons
$ 7.28 per 1,000 gallons
$ 3.95 per 1,000 gallons
$ 3.72 per 1,000 gallons
$ 3.47 per 1,000 gallons
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APPENDIX A
PAGE2 OF 3

MINIMUM CHARGFE
No minimum bill will be rendered for less than the following amounts according to the meter
size installed:

5/8 inch meter $ 20.00 per month
1 inch meter $ 50.00 per month
1-1/2 inch meter $ 100.00 per month
2 inch meter $ 160.00 per month
3 inch meter $ 320.00 per month
DELAYED PAYMENT PENALTY

The above schedule is net. On 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,

LEAK ADJUSTMENT

$0.79 per 1,000 gallons is to be used when the bill reflects unusual 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.

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

A tap fee of $150.00 will be charged to all customers who apply for service outside of a
certificate proceeding before the Public Service Commission for each new tap to the system.

SECURITY DEPOSIT

A deposit of $50.00 or two-twelfths (2/12) of the average annual usage of the applicant’s
specific customer class, whichever is greater. This fee may be changed by applicable statutory
Provisions.

RECONNECTION - §25.00
To be charged whenever the supply of water is turned off for violations of rules, non-payment
of bills, or fraudulent use of water.

RETURNED CHECK CHARGE

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

PUBLIC FIRE PROTECTION

APPLICABILITY
Applicable in War, McDowell County, and vicinity

AVAILABILITY OF SERVICE
Available for hydrants for public fire protection on existing mains of the City.

RATE
$279.89

MINIMUM CHARGE.

Monthly bills rendered under this rate for all facilities of the water system available for fire
protection (now Class 8 insurance rate) will not in any event be less than the amount shown above.
Under this tariff, twenty-five (25) fire hydrants are presently installed. All hydrants installed in
addition to said twenty-five (25) will be charged $11.75 per hydrant per month.

DELAYED PAYMENT PENALTY

The above tariff is net. On accounts not paid in full within twenty (20) days of the bill, a ten
percent (10%) penalty may be added to the net amount shown. This delayed payment penalty is not
interest and is only to be collected once for each bill where it is appropriate.

LOCAL TAX SURCHARGE

Customers receiving service in the following municipality shall pay a surcharge to pay for the
B&O tax levied on the Town.

Municipality Assessed Effective
or Political Local B&O Local B&O
Subdivision Tax Percent Tax Percent
Town of War 4.00 417
Local Tax Rate
Computed as follows: 1-(Local Tax Rate)
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APPENDIX B

PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

CITY OF WAR
CASE NOS. 10-0230-W-CN AND 10-0534-W-MA

NOTICE OF NEW TARIFF PROVISIONS

By Recommended Decisionissued July 16, 2010, the City of War was authorized to implement
the following new provisions of its water tariff:

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

applicant.

A tap fee of $150.00 will be charged to all customers who apply for service outside of a
certificate proceeding before the Public Service Commission for each new tap to the system.

RECONNECTION - $25.00
To be charged whenever the supply of water is turned off for violations of rules, non-payment
of bills, or fraudulent use of water.

RETURNED CHECK CHARGE

A service charge equal to the actual bank fee assessed to the City or a maximum of $25.00 will
be imposed upon any customer whose check for payment of charges is returned by the bank due to
insufficient funds.
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* " RUS BULLETIN 1780-27 [ Co ' FORM APPROVED

(Automated 8-97 . OMB. No. 0575-0015
LOAN RESOLUTION ’
(Public Bodies)
A RESOLUTION OF THE ' Town Council
OF THE War, City of

AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS FOR THE PURPOSE OF PROVIDING
PORTION OF THE COST OF ACQUIRING, CONSTRUCTING, ENLARGING, IMPROVING, AND/OR EXTENDING ITS

Water ‘

FACILITY TO SERVE AN AREA LAWFULLY WITHIN ITS JURISDICTION TO

WHEREAS, it is necessary for the War, City of
{Public Body)

(herein after called Association) to raise a portion of the cost of such undertaking by issuance of its bonds in the principal amount of

ONE MILLION ONE HUNDRED THOUSAND AND XX /100 DOLLARS ($1,100,000.00}

pursuant to the provisions of  Chapter 8 Article 15, West Virginia Code : ; and

WHEREAS, the Association infends to obtain assistance from the United States Department of Agriculture, (herein called
the Government) acting under the provisions of the Consolidated Farm and Rural Development Act (7 U.S.C. 1921 et seq.)
in the planning, financing, and supervision of such undertaking and the purchasing of bonds lawfully issued, in the event that
no other acceptable purchaser for such bonds is found by the Association:
NOW THEREFORE, in consideration of the premises the Association hereby resolves:
1. To have prepared on its behalf and to adopt an ordinance or resolution for the issuance of its bonds containing such
items and in such forms as are required by State statutes and as are agrecable and acceptable to the Government.
2. To refinance the unpaid balance, in whole or in part, of its bonds upon the request of the Government if at any time
it shall appear to the Government that the Association is able to refinance its bonds by obtaining a loan for such purposes
from responsible cooperative or private sources at reasonable rates and terms for joans for similar purposes and periods
of time as required by section 333(c) of said Consolidated Farm and Rural Development Act (7 U.S.C. 1983(c)).

3. To provide for, execute, and comply with Form RD 400-4, "Assurance Agreement,” and Form RD 400-1, "Equal
Opportunity Agreement,” including an "Equal Opportunity Clause,” which clause is to be incorporated in, or attached
as a rider to, each construction contract and subcontract involving in excess of $10,000.

4. To indemnify the Government for any payments made or losses suffered by the Government on behalf of the Association.
Such indemnification shall be payable from the same source of funds pledged to pay the bonds or any other legally
permissible source.

5. Thatupon default in the paymerits of any principal and accrued interest on the bonds or in the performance of any
covenant or agreement containgd herein or in the instruments incident to making or insuring the loan, the Government
at its option may (a) declare the entire principel amount then outstanding and accrued interest immediately due and

' payable, (b) for the account of the Association (payable from the source of funds pledged to pay the bonds or any other
legally permissible source), incur and pay reasonable expenses for repair, maintenance, and operation of the facility
and such other reasonable expenses as may be necessary to cure the cause of default, and/or (¢) take possession of the
facility, repair, maintain, and operate or reat it. Default under the provisions of this resolution or any instrument incident to
the making or insuring of the loan may be construed by the Government to constitute default under any other instrument
held by the Government and executed or assumed by the Association, and default under any such instrument may be
construed by the Government to constitute defanlt hereunder.

6. Notto sell, transfer, lease, or otherwise encumber the facility or any portion thereof, or interest therein, or permit others
to do so, without the prior writien consent of the Government.

7.  Not to defease the bonds, or to borrow money, enter into any contractor agreement, or otherwise incur any liabilities
for any purpose in connection with the facility (exclusive of normal maintenance) without the prior written consent of the
Government if such undertaking would involve the source of funds pledgedto pay the bonds. )

8. To place the proceeds of the bonds on deposit in an account and in a manner approved by the Government. Funds may be
deposited in institutions insured by the State or Federal Government or invested in readily marketable securities backed
by the full faith and credit of the United States. Any income from these accounts will be considered as revenues of the system.

9. To comply with all applicable State and Federal laws and regulations and to continually operate and maintain the facility
in good condition. :

10. To provide for the receipt of adequate revenues to meet the requirements of debt setvice, operation and maintenance, and
the establishment of adequate reserves. Revenue accumulated over and above that needed 10 pay operating and mainte-
nance, debt service and reserves may only be retained or used to make prepayments on the loan. Revenue cannot be used
to pay any expenses which are not direcily incurred for the facility financed by USDA. No free service or use of the
facility will be permitied.

Public reporting burden for this collection of bifermation is estimaled fo average | hour per response, incliding the lime for reviewing

searching existing data sources, gathering and mainicining the data needed, and completing and reviewing the colleciion of information, Send comirenis
regarding this burden estinate or any other aspect of this collection of information, including suggestions for reducing the burden, to Department of
Agriculture, Clearance Officer, OIRM, Room 404-W, Washinglon, DC 20250; and te the Office of Maragemeni and Budget, Paperwork Reduction

Ny v ancas
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I1. To acquire and maintzin such ¥ ‘nce and fidelity bond coverage as may be require¢”  “he Government.

12. To establish and maintain such v.oks and records relating to the operation of the facih.,. .ad its financial affairs and to
provide for required audit thereof as required by the Government, to provide the Government a copy of each such audit
without its request, and to forward to the Government such additional information and reports as it may from time to
time require. .

13. To provide the Government at al{ reasonable times access to all books and records relating to the facility and access to
the property of the system 50 that the Government may ascertain that the Association is complying with the provisions
hereof and of the instruments incident to the making or insuring of the loan,

14. That if the Government requires thaf a reserve account be established, disbursements from that account(s) may be used
when necessary for pzyments due on the bond if sufficient funds are not otherwise availabie and prior approva! of the
government is obtained, Also, with the prior writien approval of the Government, funds may be withdrawn and used
for such things as emergency maintenance, extensions to facilities, and replacement of short lived assets.

15. To provide adequate service to all persons within the service area who can feasibly and legally be served and to obtain
USDA’s concurrence prior to refusing new or adequate services to such persons. Upor: faiture to provide services which
are feasible and legal, such person shalt have a direct right of action against the Association or public body.

16. To comply with the measures identified in the Government's environmental impact analysis for this facility for the pur-
pose of avoiding or reducing the adverse environmental impacts of the facility's construction or operation.

17. To accept a grant in an amount not to exceed $ 1.329,000.00

under the terms offered by the Government; that Mayor

and _Recorder of the Association are hereby authorized and empowered to take ali action
necessary or appropriate in the execution of all written instruments as may be required in regard to or as evidence of such
grant; and to operate the facility under the terms offered in said grant agreement(s).

The provisions hereof and the provisions of all instruments incident to the making or the insuring of the loan, urless otherwise
specifically provided by the terms of such instrument, shall be binding upon the Association as long as the bonds are held or
insured by the Government or assignee. The provisions of sections 6 through 17 hereof may be provided for in more specific
detail in the bond resolution or ordinance; to the extent that the provisions contained in such bond resolution or ordinance
should be found to be inconsistent with the provisions hereof, these provisions shall be construed as controlling between the
Association and the Government or assignee.

Yeas . _: [ Nays o Absent 3

IN WITNESS WHEREQF, the _Town Council of the
War, City of has duly adopted this resolution and caused it
to be executed by the officers below in duplicate on this 30th ... day of July s 2008

: War, City of ,

(SEAL) By %W L. \7\7%/

Thomas . Hatcher
Attest: Title Mayor

Peggy Eeél ﬁ

Title Recorder




CERTIFICATION TO BE EXECUTED AT LOAN CLOSING

1, the undersigned, as E@O%Q}— ofthe War City of
hereby certify that the Town Counecil of such Association is composed of
‘—7 members, of whom 6 constituting a quorum, were present at a meeting thereof duly called and

L?O day of ; ii g‘ _mﬁ ; and that the foregoing resolution was adopted at such meeting

by the vote shown above, [ further certify that as of / Z 7 / ,
the date of closing of the loan from the United States Department of Agriculture, sald resolution remains in effect and has not been

rescinded or amended in any way,
i 7?7 day of m/u , ZON

Dated, this
Title ii ggﬂmd;%

held on the




PHASE 1TV

TOWN OF WAR

Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture)

RECEIPT FOR BOND

The undersigned, authorized representative of the United States Department of Agriculture,
Rural Utilities Service, for and on behalf of the United States of America (the “Purchaser”), hereby
certifies as follows:

i. On the 27th day of January, 2011, at War West Virginia, the undersigned received for the
Purchaser the single, fully registered the Town of War Water Revenue Bonds, Series 2011 A (United
States Department Agriculture), No. AR-1 (the “Series 2011 A Bonds”), in the principal amount of
$1,100,000, dated as of the date hereof, bearing interest at the rate of 2.5% per annum, and payable in
monthly installments as stated in the Bond.

2. At the time of such receipt, the Series 2011 A Bonds had been executed and sealed by the
designated officials of the Town of War (the “Issuer”).

3. At the time of such receipt, there was paid to the Issuer the sum of $313,146.07, being a
portion of the principal amount of the Series 2011 A Bonds. The balance of the principal amount of the
Series 2011 A Bonds, will be paid to the Issuer as acquisition and construction of the Project progresses.

WITNESS my signature on this? day of January,2011.

U AN Jedbe) Zi>

i L
orized Repres¢ntative

939100.00005

CH5227907



SPECIMEN

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF WAR
WATER REVENUE BONDS, SERIES 2011 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,100,000
No. AR-1 Date: January 27, 2011

FOR VALUE RECEIVED, the TOWN OF WAR (herein called "Borrower")
promises to pay to the order of the Unifed States of America (the "Government"), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of ONE
MILLION ONE HUNDRED THOUSAND DOLLARS ($1,100,000), plus interest on the unpaid
principal balance at the rate of 2.5% per annum. The said principal and interest shall be paid in
the following installments on the following dates: Monthly installments of interest only,
commencing 30 days following delivery of the Bond and continuing on the corresponding day
of each month for the first 24 months after the date hereof, and $3,740, covering principal and
interest, thereafter on said corresponding day of each month, except that the final installment
shall be paid at the end of 40 years from the date of this Bond, in the sum of the unpaid principal
and interest due on the date thereof, and except that prepayments may be made as provided
hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

If the total amount of the loan is not advanced at the time of loan closing, the loan
shall be advanced to Borrower as requested by Borrower and approved by the Government and
interest shall accrue on the amount of each advance from its actual date as shown on the Record
of Advances attached hereto as a part hereof.

Every payment made on any indebtedness evidenced by this Bond shall be applied
first to interest computed to the effective date of the payment and then to principal.

Prepayments of scheduled installments, or any portion thereof, may be made at
any time at the option of Borrower. Refunds and extra payments, as defined in the regulations
of the Government according to the source of funds involved, shall, after payment of interest, be
applied to the instaliments last to become due under this Bond and shall not affect the obligation
of Borrower to pay the remaining installments as scheduled herein.

If the Government at any time assigns this Bond and insures the payment thereof,
Borrower shall continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government to the
holder promptly or, except for final payment, be retained by the Government and remitted to the

1




holder on either a calendar quarter basis or an annual installment due date basis. The effective
date of every payment made by Borrower, except payments retained and remitted by the
Government on an annual installment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the holder. The effective date
of any prepayment retained and remitied by the Government to the holder on an annual
installment due date basis shall be the date of the prepayment by Borrower and the Government
will pay the Interest to which the holder is entitled accruing between the effective date of any
such prepayment end the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof or
to preserve or protect any security herefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan evidenced hereby, at the option of the
Government shall become a part of and bear interest at the same rate as the principal of the debt
evidenced hereby and be immediately due and payable by Borrower to the Government without
demand. Borrower agrees to use the loan evidenced hereby solely for purposes authorized by
the Government.

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere to
finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for loans for simjlar purposes
and periods of time. X

This Bond is issued to (i) pay a portion of the costs of acquisition and construction
of certain extensions, additions, betterments and improvements to the existing public
waterworks system of the Issuer, (ii) pay the Waterworks System Bond Anticipation Notes,
Series 2009 A Notes, (the “Series 2009 A Notes™); and (iii) to pay costs of issuance and related
COSts.

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of
additions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable solely from the Gross Revenues to be derived from the operation of the
System. This Bond does not in any manner constitute an indebtedness of the Borrower within
the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond js transferable by the registered owner hereof in person
or by his, her or its attorney duly authorized in writing, at the office of the Borrower, as Bond
Registrar, but only in the manner, subject to the limitations and upon payment of the charges, if
any, provided in the herein defined Ordinance and upon surrender and cancellation of this Bond.
Upon such transfer a new Bond or Bonds, of authorized denomination or denominations, for the
like principal amount, will be issued to the transferee in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar.



This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 8, Article 19 of the
West Virginia Code, as amended (the "Act"), and an Ordinance of the Borrower duly enacted on
December 15, 2010 as supplemented by Supplemental Resolution of the Issuer duly adopted on
January 19, 2011, authorizing issuance of this Bond (collectively, the "Ordinance™).

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of & loan io Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as
amended. This Bond shall be subject to the present regulations of the Government and to its
future regulations not inconsistent with the express provisions hereof,

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S: WATER
REVENUE BONDS, SERIES 2008 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED FUNE 26, 2008, IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$215,300 (THE “SERIES 2008 A BONDS” OR THE “PRIOR BONDS™); AND WATER
REVENUE BONDS, SERIES 201] B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JANUARY 27, 2011, ISSUED IN THE AGGREGATE
PRINCIPAL.  AMOUNT OF $400,000, (THE “SERIES 201] B BONDS™) ISSUED
SIMULTANEOUSLY HEREWITH.

[Remainder of Page Intentionally Blank]



IN WITNESS WHEREOF, the TOWN OF WAR has caused this Bond to be
executed by its Mayor and its corporate seal to be hereunto affixed or imprinted hereon and
attested by its Recorder, all as of the date hereinabove written.

TOWN OF;%AR
EY

[CORPORATE SEAL] 4 0
S
Mayor ¢ 55;2(&*
11701 Hwy 16 :

e
War, West Virginia 2489f




EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $313,146.07 January 27, 2011 (19)
(2) (20)
3 (21)
4) (22)
(5) (23)
(6) (24
(7N (25)
& {26)
(9) (27
(10) (28)
(11 (29)
(12) (30)
(13) (31)
(14) (32)
(15) (33)
(16) (34)
(17 (35)
(18) {36)
TOTAL §




(Form of Assignment)
ASSIGNMENT

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

the within Bond and does hereby irrevocably  constitute  and  appoint

, Attorney to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with full power of substitution in the premises.

Dated: , 20

In the presence of:




PHASE IVIV

TOWN OF WAR

WATER REVENUE BONDS, SERIES 2011 A
{(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,100,000

REGISTRATION BOOKS

{(No writing on these Books except by the Issuer as Registrar)

In Whose Name

Bond No. | Date of Registration Registered

Signature of Secretary of Registrar

AR-1 January 27, 2011 United States Department

of Agriculture \}OM o M{ ﬂ_u/i_/

939100.00005

CHS5227909




Chase Tower, Eighth Floor Writer's Contact Information
STEPTOE & P.O. Box 1588
OHNSON Charleston, WV 25326-1588
J (304) 353-8000 (304} 353-8180 Fax

PLLC

ATTORNEYS AT LAW wwwsteptoe-johnson.com

PHASE IV
January 27, 2011
Town of War

Water Revenue Bonds, Series 2011 A
{United States Department of Agriculture)

Town of War
War, West Virginia

United States Department of Agriculture
Cross Lanes, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by the Town of War, in
McDowell County, West Virginia (the "Issuer"), of its $1,100,000 Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture), dated the date hereof (the "Series 2011 A Bonds™), pursuant to
Chapter 8, Article 19 of the West Virginia Code of 1931, as amended (the "Act"), and a bond ordinance
of the Issuer duly enacted on December 15, 2010, as supplemented by Supplemental Resolution duly
adopted on January 19, 2011 (collectively, the "Bond Legislation"). We have examined the law and such
certified proceedings and other papers as we deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon the representations of
the Issuer contained in the Bond Legislation and in the certified proceedings and other certifications of
public officials furnished to us without undertaking to verify the same by independent investigation.

The Bonds are issued for the purposes of (i) paying the Issuer’s Waterworks Design Bond
Anticipation Notes, Series 2009 A (the “Series 2009 A Notes™); and (ii) paying a portion of the costs of
acquisition and construction of certain additions, betterments and improvements to the existing public
waterworks system of the Issuer (the "Project”).

Based upon the foregoing, we are of the opinion, under existing law, as follows:

1.  The Issuer is duly created and validly existing as a municipal corporation and
political subdivision of the State of West Virginia with full power and authority to adopt and enact the
Bond Legislation, perform the agreements on its part contained therein and issue and sell the Series 2011
A Bonds, pursuant to the provisions of the Act and other applicable provisions of law.

TErRrALEX

Tie Reildeidr Ketuork of (depeadent Lon Firns

CH5227905

Clarksburg, WV # Charleston, WV * Morgantown, WV * Martinsburg, WV * Wheeling, WV
Huntington, WY * Columbus, OH %



Town of War, et al.
Page 2

2. The Bond Legislation has been duly adopted and enacted by the Issuer and
constitutes a valid and binding obligation of the Issuer enforceable upon the Issuer.

3. Pursuant to the Act, the Bond Legislation creates a valid lien on the Gross Revenues
of the System for the security of the Series 2011 A Bonds on a parity with the Issuer's Water Revenue
Bonds, Series 2008 A (West Virginia Infrastructure Fund), dated June 26, 2008, issued in the original
aggregate principal amount of $215,300 (the "Prior Bonds") and the Water Revenue Bonds, Series 2011
B (United States Department of Agriculture) dated January 27, 2011 in the original principal amount of
$400,000 issued simuitaneously with the Series 2011 A Bonds. Other than the Prior Bonds and the Series
2011 B Bonds, there are no other outstanding bonds or obligations of the Issuer which rank prior to or on
a parity with the Series 2011 A Bonds as to liens, pledge and/or source of and security for payment.

4. The Series 2011 A Bonds have been duly authorized, executed and delivered by the
Issuer and is a valid and binding special obligation of the Issuer, payable solely from the sources provided
therefor in the Bond Legislation.

5. The Series 2011 A 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; therefore, the interest on the Series 2011 A Bonds is not excluded from gross income for federal
income tax purposes. We express no opinion regarding other federal tax consequences arising with
respect to the Series 2011 A Bonds.

6. The Series 2011 A Bonds are, under the Act, exempt from all taxation by the State of
West Virginia, and the other taxing bodies of said State, and interest on the Series 2011 A Bonds is
exempt from personal and corporate net income taxes imposed directly thereon by the State of
West Virginia.

7. With proceeds from the Series 2011 A Bonds, the Series 2009 A Notes have been
paid in full, and the covenants, agreements and other obligations of the Issuer to the owners of such Note
has been satisfied and discharged. In rendering the opinion set forth in this paragraph, we have relied
upon the receipt of payment from the owners of such Note that they have received payment for the entire
outstanding principal of such Note and all interest accrued thereon on the date hereof and that such Note
has been paid in full.

It is to be understood that the rights of the holder of the Series 2011 A Bonds and the
enforceability of the Series 2011 A Bonds, the Bond Legislation and the liens and pledges set forth
therein may be subject to and limited by bankrupicy, insolvency, reorganization, moratorium and other
similar laws affecting creditors’ rights heretofore or hereafter enacted to the extent constitutionally
applicable and that the enforcement thereof may also be subject to the exercise of judicial discretion in
appropriate cases.

Very truly yours,

CH5227905



RIST, HIGGINS & ASSOCIATES, P.L.L.C.
ATTORNEYS AT LAW
1800 HARPER ROAD

BECKLEY, WEST VIRGINIA 25801

TELEPHONE NO. 304-255-1400/255-4849

JOHNF. RIST III FACSIMILE NO. 304-255-6914 JAMES C. HIGGINS
B-Mail; j.rist@suddenlinkmail,.com E-Mail: risthigging@yahoo.com

January 27, 2011
Phase II/ TV & Phase II{

Town of War
Water Revenue Bonds, Series 2011 A
Water Revenue Bonds, Series 2011 B
(United States Department of Agriculture)

Town of War
War, West Virginia

Steptoe & Johnson PLIC
Charleston, West Virginia

Ladies and Gentlemen:

I am counsel to the Town of War, a municipal corporation and political subdivision of the State of
West Virginia in McDowell County (the “Issuer”). As such counsel, we have reviewed copies of the
approving opinion of Steptoe & Johnson PLLC, as bond counsel, abond ordinance of the Issuer duly enacted
on December 15, 2010 and a Supplemental Resolutions duly adopted by the Issuer on January 19, 2011
(collectively, the “Bond Legislation™), and other documents and papers relating to the Issuer and the above-
captioned Bonds of the Issuer (the “Bonds™). Terms used in the Bond Legislation and not otherwise defined
herein shall have the same meaning set forth in the Bond Legislation when used herein.

I am of the opinion that:

1. The Issuer has been duly created and is validly existing as a municipality and political
subdivision of the State of West Virginia.

2. The Mayor, Recorder, and members of the Council of the Issuer have been duly, lawfully and
properly elected or appointed, as applicable, have taken the requisite oaths, and are authorized to act in their
respective capacities on behalf of the Issuer.

3. ‘The Bond Legislation has been duly adopted and enacted by the Issuer, is in full force and
effect as of the date hereof and constitutes a valid and binding obligation of the Issuer enforceable in
accordance with its terms.

4. The execution and delivery of the Bonds and the consummations of the transactions
contemplated by the Bonds and the Bond Legislation, 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




Town of War, et al.
January 27, 2011
Page Two

under any order, resolution, agreement or other instrument to which Issuer is a party, and of which I am
aware or by which the Issuer or its properties are bound, and of which T am aware, or any existing law,
regulation, rule, court order or consent decree to which the issuer is subject.

5. All permits, licenses, approvals, consents, certificates, orders, exemptions and authorizations
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 have been
entered and/or received, including, without limitation, all requisite orders, certificates, consents and
approvals from the Public Service Commission of West Virginia, and the Issuer has duly taken any other
action required for the imposition of such rates and charges, including, without limitation, the enactment of
an ordinance prescribing such rates and charges, the time for appeal of which has expired prior to the date
hereof without appeal.

6. The Issuer has received all orders and approvals from the Public Service Commission of West
Virginia, including the Recommended Decision entered on July 16, 2010 which became Final Order on
August 3, 2010 in Case No. 10-0230-W-CN, among other things, granting to the Issuer certificate of
convenience and necessity for the Project and approving the financing for the Project. The time for appeal
of such Final Order has expired prior to the date hereof without any appeal. Such Order is not subject to any
appeal, further hearing, reopening or rehearing by any customer, protestant, intervenor or other person not
a party to such Order. The Order remains in full force and effect.

7. To the best of my knowledge, there is no 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 Bonds and the Bond
Legislation, the acquisition and construction of the Project, the operation of the System, the validity of the
Bonds, or the collection or pledge of the Gross Revenues therefor.

8. I express no other opinion other than those expressly stated hereinabove. Without limiting
the generality of the foregoing sentence, we express no opinion as to the tax, bond or securities laws of the
United States or of any state thereof.

9. This opinion is rendered only for the benefit of the addressees and may not be relied upon
by other parties without prior written consent. No attorney-client privilege is waived or intended to be
waived by this opinion.

Very truly yours,
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Y4 SPILMAN THOMAS & BATTLE .

ATTORNEYS AT LAW
January 27, 2011

Town of War
Water Revenue Bonds, Series 2011 A; and
Water Revenue Bonds, Series 2011 B
(United States Department of Agriculture)

PHASE II/1V & PHASE II1

Town of War
War, West Virginia

John F. Rist, III, Esquire
Rist, Higgins & Associates, P.L.L.C.
Beckley, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

We are special PSC counsel to the Town of War, a municipal corporation and political
subdivision of the State of West Virginia in McDowell County of said State (the “Issuer”). As such
counsel, we have represented the Issuer before the Public Service Commission of West Virgima in
connection with the issuance of the above-referenced bonds, and the acquisition and construction of
the Project. We are of the opinion that the Issuer has received all orders and approvals from the
Public Service Commission of West Virginia, including the Recommended Decision entered on
July 16, 2010, which became a Final Order on August 5, 2010, in Case No. 10-0230-W-CN, among
other things, granting to the Issuer a certificate of convenience and necessity for the Project and
approving the financing for the Project. The time for appeal of such Final Order has expired prior to
the date hereof without any appeal. The Order remains in full force and effect.

All counsel to this transaction may rely upon this opinion as if specifically addressed to

them.
Very truly yours,
. - |
%ﬂ' i liaed [hommns 4 Fartie PLLC
SPILMAN THOMAS & BATTLE, PLLC
SIR/rcs

2607073

Spilman Center } 300 Kanawha Boulevard, East  Post Office Box 273 | Charlesten, West Virginia 25321-0273
wwwispilmanlaw.com | 3043403800 ' 304.340.3801 fax

West Virginia North Carolina Pennsylvania Virginia



PHASE II/IV

TOWN OF WAR

Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BOND

NO LITIGATION

GOVERNMENTAL APPROVALS

PUBLICATION AND NO PROTEST

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC.

CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME, ETC.

. DELIVERY AND PAYMENT AND USE OF PROCEEDS
10. LAND AND RIGHTS OF WAY

1. MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.
12. CONTRACTORS’ INSURANCE, ETC.

13. MANAGEMENT

14. CONFLICT OF INTEREST

15. PROCUREMENT OF ENGINEERING SERVICES

l6. EXECUTION OF COUNTERPARTS

0 1O W A W N =

=

We, the undersigned MAYOR and RECORDER of the Town of War, in McDowell
County, West Virginia (the “Issuer”), and the undersigned COUNSEL to the Issuer, acting for the Issuer
and in its name, hereby state and certify on this 27th day of January, 2011, in connection with the Town
of War Water Revenue Bonds, Series 2011 A (United States Department of Agriculture), No. AR-1, fully
registered, dated the date hereof, in the principal amount of $1,100,000, and bearing interest at the rate of
2.5% per annum (the “Series 2011 A Bonds™) as follows:

I. AUTHORIZATION AND AWARD OF BOND: The undersigned are authorized
to execute this certificate on behalf of the Issuer and are knowledgeable with respect to the matters set
forth herein. The entire issue of the Series 2011 A Bonds have been duly awarded to the United States of
America, acting by the United States Department of Agriculture, Rural Utilities Service (the “Purchaser™),
pursuant to a Letter of Conditions from the Purchaser, dated July 30, 2008, as amended, and as appears in
Section 7.03 of the Bond Ordinance duly enacted on December 15, 2010, as supplemented by
Supplemental Resolution duly adopted by the Issuer on January 19, 2011, authorizing issuance of the
Bond (collectively, the “Ordinance” or “Bond Ordinance™). Terms used herein and not otherwise defined
herein shall have the same meaning as defined in the Bond Ordinance when used herein. The Series 2011
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A Bonds are being issued on this date to permanently finance a portion of the cost of acquisition and
construction of the Project located within the boundaries of the Issuer and to pay costs of issuance thereof.

2. NO LITIGATION: No controversy or litigation of any nature is now pending,
or, to the knowledge of any of the undersigned, threatened, restraining, enjoining or affecting the issuance
and delivery of the Series 2011 A Bonds or receipt of any grant moneys committed for the System; nor
questioning the proceedings and authority by which the Issuer authorized the issuance and sale of the
Series 2011 A Bonds; nor in any way questioning or affecting the validity of the grants committed for the
System or the Series 2011 A Bonds, or any provisions made or authorized for the payment thereof,
including, without limitation, the pledge or application of the Gross Revenues or any other moneys or
security provided for the payment of the Bonds or the existence or the powers of the Issuer insofar as they
relate to the authorization, sale and issuance of the Bonds, the acquisition and construction of the Project,
the operation of the System, the pledge or application of moneys and security or the collection of the
Gross Revenues; nor questioning the existence, powers or proceedings of the Issuer or the Council of the
Issuer (the “Governing Body™) or the title of the members and officers thereof to their respective offices;
nor questioning the operation of the waterworks system of the Issuer (the waterworks system, as
improved and expanded by the Project, as defined in the Ordinance, is herein called the “System™) or the
acquisition and construction of the Project being financed in part out of the proceeds of sale of the Series
2011 A Bonds; nor questioning the rates and charges provided for services of the System

3. GOVERNMENTAL APPROVALS: All applicable and necessary approvals,
permits, authorizations, registrations, exemptions, consents and certificates required by law for 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 2011 A Bonds have been duly and timely
obtained and remain in full force and effect, the time for appeal of which or rehearing having expired.
Competitive bids for the acquisition and construction of the Project have been solicited in accordance
with Chapter 5, Article 22, Section 1 of the Official West Virginia Code of 1931, as amended, which bids
remain in full force and effect.

The Issuer has received the Recommended Decision of the Public Service Commission of
West Virginia dated July 16, 2010 which became Final Order on August 5, 2010 in Case No. 10-0230-W-
CN, granting to the Issuer a certificate of public convenience and necessity for the Project, and approving
the financing for the Project. The time for appeal of the Commission Order has expired prior to the date
hereof. Such Order remains in full force and effect.

The Issuer enacted water rates and charges for the System on March 17, 2010 as amended
by Recommended Decision of the Public Service Commission of West Virginia dated July 16, 2010
which became Final Order on August 5, 2010 in Case No. 10-0534-W-MA of the Public Service
Commission of West Virginia. The time for appeal of such Order has expired prior to the date hereof
without any timely appeals having been filed.

4, PUBLICATION AND NO PROTEST: Notice of public hearing upon the Bond
Ordinance, as supplemented, was duly published as required by law.

There was not any protest to the passage of the Bond Ordinance, oral or written, and the

Bond Ordinance became fully effective following the public hearing thereon and remains in full force and
effect.

CH5227902



5. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There has been no
adverse change in the financial condition of the Issuer or the System since the approval by the Purchaser
of a loan to assist in acquisition and construction of the Project.

The Issuer has outstanding its Water Revenue Bonds, Series 2008 A (West Virginia
Infrastructure Fund), dated June 26, 2008, issued in the original aggregate principal amount of $215,300
(the “Series 2008 A Bonds” or the “Prior Bonds™). The Series 2011 A Bonds are payable from and
secured by a first lien on the Gross Revenues of the Systern. The Series 2011 A Bonds shall be issued on
a parity with the Series 2008 A Bonds and the Series 2011 B Bonds, issued simultaneously, with respect
to liens, pledge and source of and security for payment and in all other respects.

Prior to the issuance of the Series 2011 A Bonds, the [ssuer will obtain (i) a certificate of
an Independent Certified Public Accountant stating that the coverage and parity tests of the Series 2008 A
Bonds and Series 2011 B are met; and (i) the written consent of the Holders of the Sertes 2008 A Bonds
to the issuance of the Series 2008 A Bonds on a parity with the Series 2011 A Bonds. Other than the
Prior Bonds and the Series 2011 B Bonds, there are no other outstanding bonds or obligations of the
Issuer which are secured by revenues of the System.

The Issuer is not in default under the terms of the Prior Bonds, the ordinance and
resolution authorizing the Prior Bonds or any document in connection therewith, and has complied with
all requirements of all the foregoing with respect to the issuance of parity bonds or has obtained a
sufficient and valid consent or waiver thereof.

6. SIGNATURES, ETC.: The undersigned Mayor and Recorder did, for the Issuer
on the date hereof, officially execute and seal the Series 2011 A Bonds with the official corporate seal of
the Issuer, an impression of which seal is on this certificate above our signatures and said officers are the
duly elected or appointed (as applicable), qualified and serving officers as indicated by the official titles
opposite their signatures below, and are duly authorized to execute and seal the Series 2011 A Bonds for
the Issuer.

7. 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, supplemented or
changed in any way unless modification appears from later documents also listed below.

Bond Ordinance

Prior Bond Ordinance and Supplemental Resolution

Consent of West Virginia Water Development Authority to Issuance of
Parity Bonds

Public Service Commission Orders
United States Department of Agriculture Loan Resolution

Specimen Series 2011 A Bond
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Charter

Oaths of Office of Officers and Council Members
Resolution on Open Governmental Proceedings

Water Rate Ordinance

Affidavit of Publication on Rate Ordinance

Minutes on Adoption and Enactment of Rate Ordinance
Affidavit of Publication on Bond Ordinance

Minutes on Adoption and Enactment of Bond Ordinance

United States Department of Agriculture Letter of Conditions and
Closing Instructions

Receipt of Depository Bank
Receipt and Release of Series 2009 A Notes

8. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper corporate title of
the Issuer is the “Town of War.” The Issuer is a municipal corporation in McDowell County and is
presently existing under the laws of, and a political subdivision of, the State of West Virginia. The
governing body of the Issuer is its council, consisting of a Mayor, a Recorder and 5 councilmembers, all
duly elected or appointed, as applicable, qualified and acting, and whose names and dates of
commencement and termination of current terms of office are as follows:

Date of Date of
Commencement Termination
Name of Office of Office

Thomas C. Hatcher Mayor July 1, 2005 June 30, 2009
Peggy Deel Recorder July 1, 2005 June 30, 2009
Margaret Beavers Councilperson Tuly 1, 2005 June 30, 2609
Manuel Collins Councilperson July 1, 2005 June 30, 2009
Mark James Councilperson Tuly 1, 2005 June 30, 2009
Wesley Miller, Jr. Councilperson July 1, 2005 June 30, 2009
Frank Smith Councilperson Tuly 1, 2005 June 30, 2009

The duly appointed and acting Counsel to the Issuer is John Rist, Beckley, West Virginia.

0. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the date hereof,
the Series 2011 A Bonds were delivered to the Purchaser at War, West Virginia, by the undersigned
Mayor for the purposes herein set forth, and at the time of such delivery, the Series 2011 A Bonds had
been duly and fully executed and sealed on behalf of the Issuer in accordance with the Bond Ordinance.

4
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At the time of delivery of the Series 2011 A Bonds, the amount of $313,146.07 was
received by the undersigned Mayor, being a portion of the principal amount of the Series 2011 A, the
balance to be paid as acquisition and construction of the Project progresses.

The Series 2011 A Bond is dated the date hereof and interest on advances thereon at the
rate of 2.5% per annum is payable from the date of each respective advance.

The Series 2011 A Bonds and the entire proceeds thereof will be used for the purposes
herein set forth and for no other purposes.

10. 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, 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 2011 A Bonds.

11. MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.: All
actions, ordinances, resolutions, orders and agreements taken by and entered into by or on behalf of the
Issuer in any way connected with the acquisition, construction, operation and financing of the Project and
the System were authorized, enacted or adopted at meetings of the Governing Body of the Issuer duly and
regularly called and held purssant to the Charter of the Issuer and any Rules of Procedure of the
Governing Body and all applicable statutes, including particularly and without limitation, Chapter 6,
Article 9A of the West Virginia Code of 1931, as amended, and a quorum of duly elected or appointed (as
applicable), qualified and acting members of the Governing Body was present and acting at all times
during all such meetings. All notices required to be published and/or posted were so published and/or
posted.

12. CONTRACTORS® INSURANCE, ETC.: All contractors will be required to
maintain Workers” Compensation, public liability and property damage insurance, and builder’s risk
insurance where applicable, in accordance with the Letter of Conditions of the Purchaser, as amended,
and the Bond Ordinance.

13. MANAGEMENT: The Issuer has heretofore delivered to the Purchaser a plan
concerning operation and management of the System, which plan was found to be acceptable by the
Purchaser.

14. CONFLICT OF INTEREST: WNo 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 services to the Issuer or to any
contractor supplying the Issuer, relating to the Bond, the Bond Ordinance and/or the Project, including,
without limitation, with respect to the Depository Bank, as defined in the Bond Ordinance. 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.

CH5227902



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

16. EXECUTION OF COUNTERPARTS: This document may be executed in one
or more counterparts, each of which shall be deemed an original and all of which shall constitute but one
and the same document.

[Remainder of Page Intentionally Blank]
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WITNESS our signatures and the official corporate seal of the TOWN OF WAR on the

day and year first written above.

[CORPORATE SEAL)]

SIGNATURE

939100.00005

CH5227602

OFFICIAL TITLE

Mayor

Recorder

Counsel to Issuer
(to the best of my knowledge and belief)



PHASE I/ TV

TOWN OF WAR

Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture)

ENGINEER'S CERTIFICATE

I, Douglas Hudgins, P.E., Registered Professional Engineer, West Virginia License No.
017250, of Olver — A CHA Company, Blacksburg, Virginia, hereby certify that my firm is the engineer
for the acquisition and construction of improvements and extensions to the existing waterworks system
(the "Project") of the Town of War (the "Issuer"), to be acquired and constructed in McDowell County,
West Virginia, which acquisition and construction are being financed in whole or in part by the above-
captioned revenue bonds of the Issuer.

I further certify that the Project will, to the best of my konowledge, be constructed in -
accordance with plans and specifications prepared by my firm and that such system and Project are
situated wholly or chiefly within the boundaries of the Issuer.

I further certify that the Project is adequate for the purposes for which it was designed and
that all necessary governmental approvals, consents, authorizations, certificates and permits for the
acquisition and construction thereof have been obtained or can and will be obtained.

AR ]
@%MESS my signature on this 27th day of January, 2011.
Wl

. ”
Sacestén O
-?(') Gl Do
- : u} :

OLVER — A CHA COMPANY

L o
-:’,C-?%" .<::5 2% ﬂe‘\'\:' -‘:‘fgf\
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¥ ;._._J
!

e

Douglas Hudgins, P.E.
West Virginia License No. 017250

939100.00005
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PROJECT COST

CONSTRUCTION
- Contract #1
Contract #2
CONST. CONTINGENCY
LAND & RIGHTS
LEGAL FEES
BOND COUNSEL
ACCOUNTING
ENGINEERING FEES
Basic - $144,800
Insp. - $106,000
Special - | 54,038.00 **
INTEREST

INTERIM FINANCING EXP

TECHNICAL SERVICES
PERMITS

PROJECT CONTINGENCY

TOTAL

Attachment No. 1 to Letter of Conditions

For: City of War (Phases Il & IV)
Closing Budget: Jan. 27, 2011

Project Construction Budget

RUS RUS SUBSEQUENT
LOAN GRANT RUS GRANT TOTAL
$ -
$ 11496682 $ 1,327,23318 & 111,307.50 $ 1,553,507.50
$ 368,000.00 $  368,000.00
$ 106,192,550 §  106,192.50
$  30,000.00 $ 30,000.00
$  46,000.00 $ 46,G00.00
¥ 18,500.00 $ 18,500.00
$ 11,000.00 $ 11,006.00
$ 304,838.00 $ 304,838.00
$ 80,000.00 $ §0,000.00
$ 2199518 $ 21,995.18
$ 5500000 3 55,0600.00
$  49700.00
3 1,766.82 S 1,766.82
$ 1,100,000.00 $ 1,329,000.00 $ 217,500.00 §$ 2,646,500.00

* INCLUDES $13,657.18 IN INTEREST AND $8,338.00 IN CLOSING COSTS

= INCLUDES ENGR. AMENDMENT PENDING APPROVAL BY STATE ENGINEER



Teed & Associates, PLLC

Certified Public Accountants

Established 1892

Member, American Insiitute of Cerified Puslic Accountants
Member, West Virginia Society of Certified Public Accouniants
Member. Tennessee Society of Certified Public Accountants

James L. Tead, CPA

James teed2000@yahoo.com

Stephen P. Glaser, CPA, MBA

steve@igedandassociates.com

Roy A. Smith, CPA

roy@teedandassociates.com

Jamuary 27, 2011

Town of War
Water Revenue Bonds, Series 2011 A; and
Water Revenue Bonds, Series 2011 B
(United States Department of Agriculture)

Phase II & IV & Phase I

Town of War
War, West Virginia

United States Department of Agricuiture
Cross Lanes, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

Based upon the rates and charges set forth in the water rate ordinance enacted by the Town of War (the
“Issuer’) on March 17, 2010 as amended by Recommended Decision dated July 16, 2010 in Case No. 10-0534-
W-MA of the Public Service Commission of West Virginia and projected operation and maintenance expenses
and anticipated customer usage as furnished to me by the Issuer, it is our opinion that such rates and charges will
be sufficient to provide revenues which, together with other revenues of the waterworks system (the “System”) of
the Issuer, will pay all repair, operation and maintenance expenses of the System and leave a balance each year
equal to at feast 115% of the maximum amount required in any year for debt service on the Water Revenue
Bonds, Series 2011 A (United States Department of Agriculture) issued in the original aggregate principal amount
of $1,100,000, and Water Revenue Bonds, Series 2011 B (United States Department of Agriculture) issued in the
original aggregate principal amount of $400,000 (collectively, the “Series 2011 Bonds”), and the Issuer’s
outstanding Water Revenue Bonds, Series 2008 A, (West Virginia Infrastructure Fund), dated June 26, 2008,
issued in the original aggregate principal amount of $215,300 (the “Series 2008 A Bonds™).

It is further our opinion that the Net Revenues actually derived from the System during any 12
consecutive months, within the 18 months immediately preceding the date of the actual issuance of the Series
2011 Bonds, plus the estimated average increased annual Net Revenues expected to be received in each of the 3
succeeding vears after the completion of the improvements to be financed by the Series 2011 Bonds, are not less
than 115% of the largest aggregate amount that will mature and become due in any succeeding fiscal year for the
principal of and interest on the Series 2011 Bonds and the Series 2008 A Bonds currently outstanding.

Sincerely,

MWM [ Z 8%

TEED & ASSOCIATES, PLLC

3624 MacCorkle Avenue, SE - P. O, Box 4576 - Charleston, West Virginia 25364 - (304) 825-8752 - Fax {304) 925-2895 - www.teedandassociales com
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fthis judgment is stayed For a periocd of sixiy. dsys from the rising of this Court bu‘?

said s.tay shall not become effective untdi bha defendsnt, or soms ome in ita behalf,

enber into a stey bond, fonditionad.acesnding o law, in the penalty of $6500.00C,

hefors the Clerk of this Goumrd, with security to be approved by the seld Clerl.

I RE THY APPLICATION FOR THE INCORPORATION OF THE TOWN OF WAR.

|
|
{I
On. ihle, the tenth ds:y of April, 1820, came agalin Lhe perties, by thelr af- %
‘_ tcrnesrs, and the Court proceeding to pass upon the aepplication and motiou herstci’ora%
e i for the incorporation of the terrdiory. desenibed in ithe papers in this case, ‘r,c:I1
| be nemedihe town of War, and afier congidering all the papere and affidavita filed 1
end hearing &ll the evidence, ig of the opinion 'bhat satisfaotory proof has been madal
that =11 the provisions of Chapler 4% of ihe Code of West Virginia bave beem fully

- leomplied with, i’r. 1z therefore c.onsider-ed by the Gaurt that the.ierritory embrased

and described in thgz papers apd prG(:BBdings An this matier be.incorpapated in the ns.n'(e
wf the bown of Wm», _as mpplied for, and it is ordared. tbai . the Clerlk of this Court dq

N iasua_a cer‘birizsgte of 1ncprparaticn of sm:h town, in ferm.and. schatance ea follows:

“A certifiaata under oath of &, O, Rose, M. E..Murphy anme. H.. Fingo. baving
i

filed ,herain, ahow-ing tha'h a wajority ef all the, gualifizd voters nesiding ln

tha i‘oJ._‘Lojring bm:ma,ar_y* to_- wit

BEGIHNI]:I(} at -1 Et.ake 1n oenter of the Iaeger apd Sonbhern rallroead,, & branch
ipne of bhe Narj—olk.&*ﬁeatern,. opnpsite mile post Ho. B2, thence H.. 38 05 ¥ %92 feet
Lo & piaek pine *stump, B corner ko the. Bocshonias Domestis Coal Compmuy, thenes wiih
Jphe same, 8. 75 B0 Ea 3878, Tset to % white pekz and white waloubt im line .of the Row
Lanﬁ_A;idit-ion, thenee with the seme ‘hm beerings N 12.483 E 1Y fse} to.a sitalke, thenecs
08 -feath, to.l a "ghale, & coreer to the Eowland Additon and.lsnd nf Pesahont&s
Gompany, thenbe through said Pocshontss Domestic Cpal Compeny's land,
feed to a stake in lewd pf Egoahonies Rew River Gopsalidated Coal Com
thanae 8 55 %0 B 590 feet to & stake,” thence 8 66 40 E 945 Fest ta a, gteke on
panch, tlibnee B8 51 1E W 3187 feet, crocssing safd. rellepsd avd. pssaing through
“Ne Lio.a. Ppine below g .cliff and sbove War Ridgs .Cpal Coppany dRift mouth
9" -Ha “1488 Teet to a stake on a spur ebove, Ghristlan Coaﬁ_Cnmpany Aarift mout-x,
2 W.1444 feet 4o B spruee pined.on the polnt of. s spun,. thenee W 33 30 B
£ Dry Fork, peseing through Mlls post No. 22.6f the’ Iaegar and: Southebn’
© ko the. BE(HNNJJ‘!G. Area 165, Biaeras,

Chapbe:g 5&‘2’ mf ths'ﬂedc of 'r‘!est Virginia haveé beeu compliad _‘Nith by the appli&ants i‘nr .

phe

'

nid inoexpor,ation, ’r.b.e sa:Ld ta\m ia dwly authorized, within. tbe cor_pnratfz 1imits afo:l.ef. .

: I'h 13 Lurther cansidared hy t,he Court that M. K.‘_.Hu:r'ph‘y,, A, C Rqea and O Ea
. inkoua, -three legﬂl voters residing Hith:in the said incurpgrated iem:ito:c:y be ami .
hey are. hezebg;r appointed Lo act e conmi.ssionﬁrs of alactisn at the. fi;:st slsction

" te be held tin tha said town of E'Ea.r, ag’ pr:nrided fiar by Section.lq of E.&iﬂ ghapter 4‘7 " '
- of the. Gntlg_.:z and.’ Sa c_-i‘.sﬁ' they shall-rail or pafuse to. sct, s5aid sigetion may.be nald,
: Enduate,_c},_’ .,.g}?;g;.i_f'iad end returned by any three votera of the said town ‘ap:pair-ztac‘i for

at pﬁrposa by -bhe vot.era':presen'h.
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e the rulipg and retion of the Gourt in holding that sstisfectot
hes been meds LAt alL.t‘he provisions of Gha;:;r.ér 47 of the Code of :
| have been compiisd with end in aimésting ihe jzpuance of the certificate 6%
tl:orporatinn,_ pa applied for bY the applicants, the opponents at the time &

vA_sta«; of twenty days from the eptry of this order to the operatiau:\
in granted ths oppnnen‘ts.to give them the oppoertunity of applying. to the é

Appeals of West Virginia for a writ of erroy and superssdsas. theratn‘s-

Gourt of

hri ERL X

Vsa*-—ﬁppeal g'rom & Justice.
American Bailway Expx-ess Compeny, dsfendsant.
On. this.t}:s 10tk day of April, 1920, cams agaln the parties by thau

&t‘b'or;:mjfs t5 be heand gpon the demurrer to the gvidence inberpesed here ,,‘by

g m

‘aefendind, end the court, afber duly considering. the seme doth find fhe law.

- upon the maid demurner to be for the pieintiff.
Ii, 165 therefore.. copsidered by the coort thet the plaintiff do recoven
of and from the defendent the sum of fifty dollers, the smount fixed by the
Jury, dn favoer of tha plaintiff showld the law bs for the plaintifs, togethers
~ . with his uosts by him 4in that behalf expended, inelnding en atiorneyle rae- oF
= tan’ dollers.

Pnis order im entered by E. 0. Marshall, specinl Judge, who as such

preatded at the triel of this ozse.

D. H. PATEE, "PLATNTTFF AKD APPELLEF,

vS,.:-TPON APFEAL ¥XOM THE JUDRMERT OF 4 FUSPIOE.
STEFHEN EENNEDY, DEFENDANT AND APPELLANT.

This dey ceme Stephen Kennedy dafendant in the nbove siyled agtlon, axn
presented hie pstitlon duly verified, in whioh be prays for en appeal from t
Jodgnent - of L. H, Payne, one of the justices of this county rsandered on the 1'8‘*?.
" dey of Jamuary, 1920, in an action then pending before sald  Justisce, in which™
j L B E. Payne is= pla.'xntii‘f and Stephen Eehnpedy was defendant, overruling.the mobEE
1{5 ) " lwd sppiication of the defendant to set aside and vacabs the award returned

fthe arhitratars in =ald cause.

\3id petitioner having delivered s proper bond in the penalty of $400.00, with.

r. N. Evaps es security, which security ithe court doth deent good and sufficiél

_ gnd the said petitioner having shown $a the court by his own oeth, snd in aﬁdif. H

t - Lherato'.by peid pebition. good ceuse for his not heving isken an sppeal from

SRR



LAW ORDERS

&11 Cirenit Court, W. Va., febraasy Term, 191 1920 Sg'zﬂt‘d Day I
Sal

——e :

aaid judgment within ten any from the rendition thersof, and this pppliecst ion for an

appeal from said judgment being made within ninsty deys from its renditiom, the

court doth hereby grend un’t.o the said petitioper en appesl from the sald justice,

to review his jndgment . randered as aforesaid. And it is bereby ordersd by the court
thet the said jusbles, In- H- -Peyne. da oessa. from all other proceedipgs in the sald
oausé, and that me do recsll ell execubiens and ordera that may be cutstanding for E
the enforcement of said judgment, sand thet. he do treosmit withent delry, to the
Cisri of this court, & complets txiangcr,ipk from his dookxet of the proceedings in
igaid aetion, itogether witiq all the urigi'nal, papers releting thereto.

_Apd it is hereby ordered thal the Clenis of this courit meke off- withoub dels.‘y"
u copy of this order, and deliver the ssme to the sheriff of this county, Lo be
"leervéd upon the sald L. H..Payne, ibe Justice pefore whom ssid judgment was renderad

and the s8id Sheriff shell execube the same. withoub woeveoidsbhle delay.

TT T8 ORDERED TEAT GOURT BE ADFOUDRNED UNTIL MON’D-AY MORNING WINE O'CLOCK.

"%"“{gﬁ;@" - 4{,.,,_,/ FUDGE,

WEST VIRGINIA:
AT A GIRCUIT COURT CUNTINUED AWD:EELD FOR THE COUNTY OF MCDOWELL AT THE
COURT HOUSE OF SATD COUNTY, MONDAY MORNING NINE 0'CLOGK, APRIL 12, 1820.

PRESENT: HEON. I. C. HERNDOF, JUDGE OF SAID CGOURT.

No law orders this day.

TP I8 ORDERED THsT COURT BE ADJOURNE) TNTIL THE FIRST DaYOoR THE BEXT TEM.

@@%M JUDGE,

stete of West Virginis.
At & Begular Term of the Supreme Court of Appesls, contirmed End beld ni Share

sston, Kanewha County, on Tusesday, the 1oth day .of Februesry; .1B20, the fallowing or-

Her was. mede and entered, bo-wit: - R

VB,
8, MeXery eb ale, Defendants Below, Plsintiffs inm Error,
Upon & writ of error and Suparsedeas te & judgment of the Gircunit Court of

;;Dowa;}.}_ Gou_uty, renaersni ol -t.he BTth. da:r of -June, 1818..

“The' Bomrt; paving. maturgly__ Awid&rad thestrenseript of the record of the judghi



City of War
11701 Highway 26 South, PO Box 280

War, West Virginia 24892
304-875-3111 Telephone and Fax
304-875-2213 Police and Fax

cityofwar(@wv.securespeed.us

STATE OF WEST VIRGINIA
COUNTY OF MCDOWELL
CITY OF WAR

OATH OF OFFICE
I, Thomas C. Hatcher, do solemnly swear and affirm that I will support the
Constitution of the United States of America and the Constitution of the State of West
Virginia, and the Statutes of the City of War a nd that T will faithfully discharge the duties of
the Office of Mayor of the City of War to which I have been duly elected, to the best of my
ability, skill and judgment.

Given under my hand this the 30" day of June, 2009.

omae O \Holefloy

Thomas C. Hatcher
_\&ﬁk.ﬁ @/’A_/e/
Peggy elJRecorder

Subscribed and sworn b%je this 30™ day of June, 2009.
My commission expires //C//f?b/@:ug) .727[ Lo/ |
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KITTEN CEMPELLA |
CITY OF WAR ‘
5
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ol WAR, WV 24892
@ My commission expires December 24, 2211




City of War
11701 Highway 26 South, PO Box 280

War, West Virginia 24892
304-875-3111 Telephone and Fax
304-875-2213 Police and Fax

cityofwar@wyv.securespeed.us

STATE OF WEST VIRGINIA
COUNTY OF MCDOWELL
CITY OF WAR

OATH OF OFFICE

I, Manuel Collins, do solemnly swear and affirm that I will support the Constitution
of the United States of America and the Constitution of the State of West Virginia, and the
Statutes of the City of War, and that I will faithfully discharge the duties of the Office of
Council Member of the City of War to which I have been duly elected, to the best of my ability,
skill and judgment.

Given under my hand this the 1st day of July, 2009.

W%@(/

Manuel Collins

Phorman L. Halho

Thomas C. Hatcher, Mayor
Subseribed and sworn b:b(rgeje this 1st day of July, 2009.
My commission expires UML&M/‘??% 2077 .

=g T (Z W&é@_)
R, NOTARY PUBLIC 1# 42-1

STATE OF WEST VIRGINIA
KITTEN CEMPELLA Notary Pubfic

1
CITY OF WAR {
i

P, 0. BOX 280

S

Lo WAR, WY 24892
Sased® Ny commission @ explras Dacembe: 24,2017
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City of War
11701 Highway 26 South, PO Box 280

War, West Virginia 24892
304-875-3111 Telephone and Fax
304-875-2213 Police and Fax

cityofwar@wv.securespeed.us

STATE OF WEST VIRGINIA
COUNTY OF MCDOWELL
CITY OF WAR

OATH OF OFFICE

I, Margaret Beavers, do solemnly swear and affirm that I will support the Constitution
of the United States of America and the Constitution of the State of West Virginia, and the
Statutes of the City of War, and that I will faithfully discharge the duties of the Office of
Council Member of the City of War to which I have been duly elected, to the best of my ability,
skill, and judgment.

Given under my hand this the 1st day of July, 2009.

Ma a‘let Beavers

Hontar) L.

Thomas C. Hatcher, Mayor

Subscribed and sworn beﬂ)ﬁrey this 1st day of July, 2009.
My commission expires Wﬂ% ﬁ?ﬁ/ 7

&WW

Notary Publi¢

NOTARY PUBLIC
STATE OF WEST VIRGINIA ‘
KITTEN CEMPELLA

1
:

CITY OF WAR
P. 0. BOX 280
WAR, WV 248092
My commission explres Decembsr 24, 2017




City of War
11701 Highway 26 South, PO Box 280

War, West Virginia 24892
304-875-3111 Telephone and Fax
304-875-2213 Police and Fax

cityofwar@wv.securespeed.us

STATE OF WEST VIRGINIA
COUNTY OF MCDOWELL
CITY OF WAR

OATH OF OFFICE

1, Orbie Campbell, do solemnly swear and affirm that I will support the Constitution
of the United States of America and the Constitution of the State of West Virginia, and the
Statutes of the City of War, and that I will faithfully discharge the duties of the Office of
Council Member of the City of War to which I have been duly elected, to the best of my ability,

skill and judgment.

Given under my hand this the 30™ day of June, 2009.

Ol Complos

Orbie Campbell

v%wmy L .(jVWIQA/

Thomas C. Hatcher, Mayor

Subscribed and sworn before me this 30 day of June, 2009.
My commission expirexﬁimﬁm/wzf[ 920/7
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STATE OF WESTVIRGINIA  §
KITTEN CEMPELLA |

CITY OF WAR {
P. 0. BOX 280 )
WAR, WY 24892 ‘t
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City of War

11701 Highway 26 South, PO Box 280

War, West Virginia 24892
304-875-3111 Telephone and Fax
304-875-2213 Police and Fax

cityofwar@wv.securespeed.us

STATE OF WEST VIRGINIA
COUNTY OF MCDOWELL
CITY OF WAR

OATH OF OFFICE

1, Katie Linkous, do solemnly swear and affirm that I will support the Constitution of
the United States of America and the Constitution of the State of West Virginia, and the
Statutes of the City of War, and that I will faithfully discharge the duties of the Office of

Council Member of the City of War to which T have been duly elected, to the best of my ability,
skill and judgment.

Given under my hand this the 1st day of July, 2009MW

Katie Linkous

Fiomans £ Hilfer)

Thomas C. Hatcher, Mayor

Subseribed and sworn before mie this 1st day of July, 2009.

My commission expires MWQ? $Z <O/ 7

(SEALL - ammrmmrmemns (% %
o e OFFICIAL SEAL { Amn_/
SEEEIES  NOTARY PUBLIC

)
STATE OF WEST VIRGINIA
ATEn CEMPELLA Notary Public

CHTY OF WAR ‘
B. O, BOX 280

WAR, WV 24882 {
" My commission e enpures Detembas 24, 2017
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City of War

11701 Highway 26 South, PO Box 280

War, West Virginia 24892
304-875-3111 Telephone and Fax
304-875-2213 Police and Fax

cityofwar@wyv.securespeed.us

STATE OF WEST VIRGINIA
COUNTY OF MCDOWELL
CITY OF WAR

OATH OF OFFICE

I, Pegoy Deel, do solemnly swear and affirm that I will support the Constitution of the
United States of America and the Constitution of the State of West Virginia, and the Statutes
of the City of War, and that I will faithfully discharge the duties of the Office of Recorder of
the City of War to which 1 have been duly elected, to the best of my ability, skill, and
judgment.

Given under my hand this the 30" day of June, 2009.

Peggy Dejl 3 a

Subseribed and sworn before me this 30™ day of June, 20ﬁ9.- ‘

My commission expires ﬁOx’)('mﬁeﬂ/az‘%, HZ2/ 7 .

Notary Public /

e OFFICIAL SEAL {
NOTARY PUBLIC {

STATE OF WEST VIRSINIA
KITTEN CEMPELLA :
{

CITY OF WAR
P. 0. BOX 280

. WAR, WV 24652
e My commission expires December 24, 2017
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City of War
11701 Highway 26 South, PO Box 280

War, West Virginia 24892
304-875-3111 Telephone and Fax
304-875-2213 Police and Fax

cityofwar@wyv.securespeed.us

STATE OF WEST VIRGINIA
COUNTY OF MCDOWELL
CITY OF WAR

OATH OF OFFICE

I, Paul Whitt, do solemnly swear and affirm that I will support the Constitution of the
United States of Ameriea and the Constitution of the State of West Virginia, and the Statutes
of the City of War, and that I will faithfully discharge the duties of the Office of Council
Member of the City of War to which I have been duly elected, to the best of my ability, skill
and judgment.

Given under my hand this the 1st day of July, 2009.

DTN

Paul Whitt N

%m@.\?mj

Thomas C. Hatcher, Mayor

Subscribed and sworn before me this 1st day of July, 2009.

My commission expi w("mrﬁu//sz R0/ 7

OFFICIAL SEAL
NOTARY PUBLIC
STATE OF WEST VIRGINIA
KITTEN CEMPELLA
CITY OF WAR
.0, BOX 240

T WAR, WY 24882 ’
5 ?ﬁ sgtimissian explros Dagersar 24, 2017

Notary Publi#’
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RESOLUTION ON OPEN GOVERNMENTAL PROCEEDINGS RULES

Pursuant to Chapter 6, Article 9A, Section 3 of the West Virginia Code, the Council
of the City of War does hereby adopt the following rules to make available, in advance, the date, time, place
and agenda of all regularly scheduled meetings of the Council, and the date, time, place and purpose of all

special meetings of the Council o the public and news media (except in the case of an emergency requiring

immediate action) as follows:

1. Regular Meetings. A notice shall be posted and maintained by the Recorder at

- the front door or bulletin board of the City Hall of the date, time and place fixed and entered of record by
Council for the holding of regularly scheduled meetings. In addition, a copy of the agenda for each regularly
scheduled meeting shall be posted at the same [ocation by the City Recorder not less than three (3) business
days before such regular meeting is to be held. The agenda listing the matters requiring official action
that may be addressed at the meeting may be amended up to two (2) business days prior to the
meeting, If a particular regularly scheduled meeting is canceled or postponed, a notice of such cancellation

or postponement shall be posted at the same location as soon as feasible after such cancellation or
postponement has been determined.

2, Special Meetings, A notice shall be posted by the City Recorder at the front
door or bulletin board of the City Hall not less than two (2} business days before a specially scheduled
migeting is to be held, stating the date, time, place and purpose for which such special meeting shall be held.
If the special meeting is canceled, a notice of such cancellation shall be posted at the same location as soon
as feasible after such cancellation has been determined.

These rules regarding notice of meetings shall replace any and all previous rules
heretefore adopted by Council.

Adopted this /4 day of%;, 2007.

Mayor

[SEAL]

%Aau -\D__,&bz_.«

Record& § /)/




ORDINANCE 2010-2

CITY OF WAR, WEST VIRGINIA

'ORDINANCE PROVIDING FOR INCREASED RATES FOR WATER
SERVICES OF THE MUNICIPALLY OWNED AND OPERATED WATER
UTILETY OF THE CITY OF WAR, MCDOWELL COUNTY, WEST
VIRGINIA, TO ALL CUSTOMERS SERVED BY SAID
MUNICIPALLY OPERATED PUBLIC UTILITY.

WHEREAS, in order to protect the public health, safety and welfare, the Council of the
City of War (“City Council”) has defermined that it is necessary for the City of War to complete
a project of improvements to the existing water public utility system of the City of War (the
“Water System”), consisting of replacements, rehabilitation, and improvements to the water

distribution system (the “Project”); and

WHEREAS, in order for the City to collect annual revenues necessary to pay the
operation and maintenance expenses, and the debt service, imncluding the Project additions, of the
Water System, the existing rates and charges for water service to the customers of the City’s

Water System must be increased.

NOW, THEREFORE, BE IT ORDAINED AND ENACTED by the mummpahty of War,
McDowe[l County, West Virginia:

SECTION 1. That the present rates and charges of the municipally operated water public
ut:]xty of the City of War, McDowell County, West Virginia, charged for providing water
services to its customers, be and hereby are increased by providing for monthly rates and charges-
-under the folowing schedule of rates and charges for furnishing water services: '

APPLICABILITY
Applicable in War, McDowell County, West Virginia.
AVAILABILITY OF SERVICE
Available for general domestic, commercial, and industrial service.
RATES . '
First 2,000 gallons used per month $11.70 per 1,000 gallons
Next 3,000 gallons used per month $ 8.09 per 1,000 gallons
Next 5,000 gallons ysed per month ' $ 7.33 per 1,000 gallons
Next 30,000 gallons used per month $ 6.72 per 1,000 gallons
Next 60,000 gailons used per month $ 6.32 per 1,000 gallons

All Over1(:0,000 gailons used per month $ 5.90 per 1,000 gallons



- MINIMUM CHARGE

No bill wili be rendered for less than the followmg amount, depending on tha size of mcter,

to-wit:

5/8 inch meter $  23.40 per month

3/4 inch meter $ 35,09 per month
1 inch meter $  58.45 per month
1 - 1/4 inch meter $  85.30 per month
1 - 1/2 inch meter $ 116.88 per month
2 inch meter § 187.00 per mointh
3 inch meter § 351.05 per month
4 inchmeter $ 585.08 per month
5 inch meter $ 1,170.17 per month
6 inch meter $1,554.11 per month

DELAYBD PAYMENT PENALTY
The above schedule is net. On all accounts not paid in full when due, ten percent (10%)

will be added to the net current amount unpaid. This delayed payment penalty is not interest and
is 10 be collected only once for each bill where it is appropriate.

LEAK ADJUSTMENT
'$0.63 per 1,000 gallons. To be charged for all water billed in excess of the customer’s

historical usage when the bill refiects unusual consumption which is atiributable to chglblc
leakage on-the customer’s side of the meter.

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

_applicant. -
A tap fee of $150.00 will be charged to all customers who apply for service outside of 2

certificate proceeding before the Public Service Commission for each new tap 1o the system.,

SECURITY DEPOSIT |
Not to exceed one-twelfth (1/12) of the annual estimated charge for residential service or

one-sixth (1/6) of the annual estimated cherge for commercial, or fifty dollars, whichever is
greater. ' .

RECONNECTION FEE $25.00
To be charged whenever the supply of water is fumed off for violations of rules, non-

payment of bills or fraudulent use of water.

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

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




SCHEDULE FHP - PUBLIC FIRE PROTECTION:

Applicability
Applicable in War, McDowell County, and vicinity.

Availability of Service .
Available for hydrants for public fire protection on existing mains of the utility.

Rate
$279.89

Minimum Charge ‘
Monthly bills rendered uader this rate for all facilities of the water system available for

fire protection (now Class 8 insurance rate) will not in any eévent be less than the amount shown
above. Under the tariff, twenty-five (25) fire hydrants are presently installed. All hydrants
- installed in addition to said twenty-five (25) will be charged $11.75 per hydrant per month.

Delayed Payment Penalty _
The above schedule is net. On all accounts not paid in full when due, ten percent (10%)

will be added to the net current amount unpaid, This delayed payment penalty is not interest and
is to be collected only once for each bill where it is appropriate.

LOCAL TAX SURCHARGE:
Customers receiving service in the following municipality shall pay a surcharge to pay

for the B&O tax levied by the City.

Municipality Assessed Effective

or Political Local B&O Local B&O

Subdivision Tax Percent Tax Percent

City of War 4.00 4.37
Computed as follows: Local Tax Rate

(Local Tax Rate + State Tax Rate)

SECTION 2. That in accordance with the provisions of Chapter 24, Asticle 2, Section
4(b) of the Code of West Virginia, 1931, as amended, the rules and regulations and the rates and
charges provided for herein shall be effective no sooner than 45 days from the date of adoption.

SECTION 3. That, in accordance with the requirements of Chapter 8, Article 11, Section
4 of the Code of West Virginia, 1931, as amended, the City shall cause the proposed Ordinance
to be read by titte (or in full, if so demanded by a member of the goverming body} at two
meetings of the governing body with at least one week intervening between each meeting, The
City shall cause notice of the proposed adoption of this Ordinance to be published as a Class I-0
legal advertisement, with the publication being made at least five days before the meeting at
which this Ordinance is to be finally adopted, and with said notice meeting the other
requirements set forth in Code §§ 59-3-1 et seq.

3




SECTION 4. That, in accordance with the Public Service Commission’s Rules for the
Construction and Filing of Tariffs, 150 CSR 2, notice of this Ordinance shall be provided by (a)
* cavsing to be published the Commission’s Tariff Form No. 12 as a Class 1 legal advertisemen,
with the first publication oceurring within five days after the adoption of this Ordinance, in a
qualified newspaper of general circulation in the area of War, and (b) requesting to be published
a press release that contains the substance of Tariff Form No. 12, in a qualified newspaper of -
gcncml circulation in the area of War, {c) posting a notice that conforms with Tariff Form No. 12
in a conspicuous place at the Water Board’s business premises beginning the day after the City
Council Mecting at which this Ordinance is adopted and continuing for 30 days, and (d) filing
with the Public Service Commission, within 5 days after the adoption of this Ordinance, a copy
of this Ordinance along with other information as required by Section 22.1.f of the Tariff Rules.

SECTION 5. All prior ordinances or parts of ordinances, incon-si‘stent with this
Ordinance are hereby repealed to the extent of such inconsistency.

SECTIQN 6. This Ordinance shall be effective immediately upon adoption.

PASSED AND APPROVED at the first reading of the said
adopted ordinance on the _3rd day of March _, 2010,
and at a second reading of said adopted ordinance on the
_17th _deyof _March __,2010.

W&M

Mayor
ATTEST:
_ a k &Rccmder
: CERTIFICATE

I, PegayDeel , Recorder of the City of War, McDowel} County,

West Virginia, hereby certify that hat the forcgomg is an exact and true eopy of the ordinance of the
City of War adopted at a regular meeting of the City Council held on _ 3rd day of
March , 2010, and at a regular meeting held on the 17th_ day of March _, 2010,

all duIy and lcgally called and quorum present and voting.

Given under my hand and official seal of the City of Wer, this _17th day of

March , 2010
City R.cc?r'teé
(SEAL) ~ 47T



AFFIDAVIT OF PUBLICATION:
State of West Virginia
County of McDowell, to wit;

1, Ruby F. McCoy, being first duly sworn upon my oath, do
depose and say that F am the Asst. Editor of the Weich Daily News,
Inc., acotporation, publisher of the newspaper entitled The Indus-
trial News, a Democrat newspaper; that [ have been duly autho-
rized by the hoard of directors of such corporation to execute this
affidavit of pubhcanon that such newspaper has been published
for more than one year priofto publicasion of the annexed notice
described below; that such newspaper is regularly published weekly,
for a least fifty weeks during the calendar year, in the Municipality
of Tacger, McDowell County, West Virginia: that such newspaper
is a newspaper of “general circulation,” as that term is defined in
article th.r:ee,‘chapter fifty-nine of the Code of West Virginia, 1931,
as amended within the publication area or areas of the aforesaid
Municipality and McDowell County, West Virginia; that such news-
paper avesages in length four or more pages, exclusive of any cover,
per issue, that such newspaper is circulated to the general publicat _ -,
a definite price or consideration; that sech newspapér is a newspa-
‘per to which thé general public resorts for passing events of a po-
litical, refigious, commercial and social nature, and for currént hap-
penings, announcements, miscellaneous reading matters,
advertisemerits, and other notices; that the annexed notice

of.‘

Notics cﬁ" anh‘f.:]C hpan ncr o - ("1tv of War

Water_Ra.te;iOrd;knanceg

was duly published in said newspaper once a week for 1

successive wécks (Class I ), commencing with the
issue of thc j[ Q__. day of March , 2010 , and
ending mth the issue of the 10 day of _March ,
20_10. rand was posted at the (if required)

on the

dayof. .. ,20 that said annexed

notice was piﬁ)lish'éc_i on the following dates: __3/10/10

and that t‘ne cost of publishing said aW notice as aforesaid

was $_164d 74 %% .
d [M - ‘@?/
(iby F. McG0y, Asst. Editor

The Industrial News

Taken subscribed and swom to before me in my said ' PP

o ~  OFFICIALSEAL i
county this 10 day of_March 99 10 NOTARY PUBLIC (
STATE OF WEST VIRGINIA
My Commission expires B m a9 2O \\ LESHIA A, RATLIFF
\A Q P. 0. BOX 503
¥ _ IAEGER, W 24844
Notary Public, State of West irérn)aa My comrssion espires Augusl 29,2011







AFFIDAVIT OF PUBLICATION:
State of West Virginia
County of McDowell, to wit:

L, Irene Wooten, being first d'uiy sworn upon my oath, do-
depose and say that I am the Legal Editor of the Welch News, Inc.,.
a corporation, publisher of the newspaper entitled The Welch News,,
a Republican newspaper; that [ have duly authorized by the board;
of directors of such carporation to execute this affidavis of publica-;
tion; that such newspaper has been published 3 times a week ex-:
cept weekends and holidays, for at least fifty weeks during the cal-!
endar year, in the Municipality of Welch, McDowell County, West:
Virginia;.th::it such newspaper is a newspaper of “general circula-
tion", as that term is defined in article three, chapter fifty-nine of
the Code of West Virginia, 1931, as amended, within the publica--
tion are or areas of the aforesaid municipaliiy and McDowell’
Coaunty, West Virginia; that such newspaper is circulated to the gen-
eral public at a definite price or constderation; that such newspaper
is anewspaper to which the general public resorts for passing events
of a-political, religious,-commcrcial and social nature, and for cur-
rent happenings, announcements, miscellaneous, reading matters,
advertisements, and other notices;- that the annexed notice of

" Public Hearing

4pilman Thomas & Battle .
PQ Box 273

Charleston, WV 25305

wag duly published in said newspaper once a week for __ ]
successive weeks, (Class__ T ), commencing with the
issue of the _ 10 dayof Mar. ,2010 ., and
ending with the issue of the __10 day of Mar.
20___]_@__(and was posted at the (if required)

onthe |

day of , 20 that said annexed .

notice was published on the following dates: _3/10/10

and that the cost of publishing said annexed notice as aforesaid

was$__ 202.25

;wﬁlw Z(/r'w'g/ﬂ/

" Irene Wooten, Legal Editor

The Welch News
Taken subscnbed and sworn to before me in my said
county this dayof __Mar. .20 _10C

"Rk O,

Notary Public, State of West Vu'glrua







PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

Entered: July 16, 2010

CASE NO. 10-0230-W-CN

CITY OF WAR, a municipal utility,

War, McDowell County.
Application for a certificate of convenience
and necessity to construct improvements to the
existing water distribution system.

and
CASE NO. 10-0534-W-MA

CITY OF WAR, a municipal utility,

War, McDowell County.
Investigation and suspension of increase

in water rates and charges as a result of
petitions filed in accordance with
W.Va. Code §24-2-4b.

RECOMMENDED DECISION

Case No. 10-0230-W-CN (“certificate case™)

FINAL

8/5/2010

On February 18, 2010, the City of War (“City™), by counsel Susan J. Riggs, filed with the
Public Service Commission (“Commission™) an application for a certificate of convenience and
necessity to construct Phases 2 through 4 ofits Water Improvement Project, which includes replacing
the water distribution systems of the Yukon and Excelsior areas, as well as the City’s downtown

distribution system. Supporting documentation was filed.

Also on February 18, 2010, the Commission directed the City to publish a Notice of Filing.
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PUBLIC SERYICE COMMISSION

OF WEST VIRGINIA
CHARLESTON




On March 3, 2010, by Order, the Commission referred this matter to the Division of
Administrative Law Judges (“ALJ Division”) for decision no later than August 2, 2010, if timely
substantial protest was received, and no later than July S, 2010, if such protest was not filed.

On March 10, 2010, the City, by counsel, filed an affidavit of publication of the Notice of
Filing on February 26, 2010, in The Welch News.

On March 19, 2010, Staff Attorney Cassius Toon filed an Initial Joint Staff Memorandum,
with an attached memorandum from Karen L. Buckley, of the Utilities Division, and James Spurlock,

of the Engineering Division.

On April 6, 2010, the City, by counsel, filed further information.

Case No. 10-0534-W-MA (“municipal appeal case™)

On March 17, 2010, the City adopted an ordinance increasing its water rates by 70%, to
become effective no sooner than May 1, 2010.

On April 16, 2010, a petition signed by 407 individuals was filed, opposing the rate increase.!
The petition stated that the increase would be “grievous for customers to pay,” particularly singe the
quality of the water is substandard.

On April 19, 2010, the Commission issued an order stating that it had received a petition
“apparently signed by not less than twenty-five percent of the City’s water customers™ and, therefore,
found jurisdiction pursuant to W.Va. Code §24-2-4b; docketed this matter; named the City a
respondent; suspended the City’s proposed rates and charges until August 29, 2010, unless otherwise
ordered by the Commission; and referred this matter to the ALJ Division for decision no later than
July 30, 2010. Commission Staff was ordered to file its final report no later than June 15, 2010.

On May 14 and 17, 2010, the City, by counsel Susan J. Riggs, filed further information.

Case Nos. 10-0230-W-CN and 10-0534-W-MA

On May 12, 2010, the City, by counsel, filed a motion for the consolidation of the certificate
and municipal appeal cases; tolling of the municipal appeal case’s statutory deadline; and extensions
ofthe ALJ decision due dates.

On May 21, 2010, the Commission, by Order, granted the motion. The effective dates for the
proposed rates in the municipal appeal case and the statutory deadline for both cases were extended

'The cover letter to the petition stated that the petitioners had been informed by a representa-
tive of the City that arise in the water rates would raise the sewer rates. That is incorrect. The sewer
rates are unaffected by the proposed raising of the water rates.

PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA - 2
CHARLESTOCH




until October 1, 2010, and the ALJ decision due date for the consolidated cases was extended until
August 9, 2010,

On May 25, 2010, the undersigned issued a Procedural Order ordering Commission Staff to
file its final report in the certificate case no later than June 15, 2010, the same date that its report was
due in the municipal appeal case; ordering the City to file any objection to Staff’s recommendations
no later than June 25, 2010; scheduling these matter for hearing at 1:00 p.m. on July &, 2010, in
Circuit Courtroom A, McDowell County Courthouse, Wyoming and Court Streets, Welch, West
Virginia; ordering an expedited transcript, to be filed no later than July 12, 2010; and ordering the
City to publish an attached Notice of Hearing no earlier than June 23, 2010, and no later than July 1,
2010.

On June §, 2010, the Commission extended the deadline for Staff to file its reports in both
cases to June 22, 2010,

On June 22, 2010, Mr. Toon filed the Final Joint Staff Memorandum in the certificate case,
with an attached memorandum from Ms. Buckley and Jonathan Fowler, of the Engineering Division,
which included the following: This project involves replacing the distribution system previously
owned by War Water Works, which is over eighty years old and extremely leaky and otherwise
deteriorated. The project is referred to as Phase 2, Phase 3 and Phase 4; Phase 1 was approved by the
Commission in Case No. 08-0684-W-CN (June 26, 2008). The project will consist of installing
approximately 27,800 feet of water mains of various sizes, 75 main valves, 365 meters, and 32 new
fire hydrants and shut-off valves; the construction of a 100,000-gallon water storage tank; and
restoration of the property. The project has been approved by the Infrastructure and Jobs
Development Council and is estimated to cost $4,113,800, including an estimated construction cost
of $3,191,900, to be funded by a $2,613,800 Rural Utilitics Service (“RUS”) grant and an RUS loan
of $1,500,000, payable over forty years at an interest rate not to exceed 2.75%. The West Virginia
Bureau of Public Health issued two permits for the project, Permit No. 18,311 (dated May 15, 2009)
and Permit No. 18,364 (dated July 24, 2009).  Staff opined that the project is badly needed, due to
the dire condition of the system, and recommended that the certificate be granted and the project and
its funding be approved. '

Also filed on June 22, 2010, was the Final Joint Staff Memorandum in the municipal appeal
case, with Staff Reports prepared by Ms. Buckley and Mr. Fowler, which included the following:
Staff examined the City’s books and records for the fiscal year ending June 30, 2008, Staff found that
over five years the City had averaged $10,316 in capital additions. Staff calculated that the City
would need total available cash of $269,356, and recommended that the City’s water rates be
increased by 45.1%, to become effective upon substantial completion of the project at issue in the
certificate case, The Staff-recommended rates would provide the City $10,328 for capital additions
and a debt service factor of 122.48%. Staff also recommended modifying the City’s leak adjustment
rate and adding to the City’s tariff a $150 tap fee, a $25 reconnection charge, a returned check charge
not to exceed $25, and a security deposit provision.
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On June 25, 2010, the City, by counsel, filed a request for an extension of the deadline for it
to respond to Staff’s recommendations from June 25" to July 2", stating that its accountant is on
National Guard duty, and will not return to his office until June 28™.

On June 28, 2010, the undersigned issued a Procedural Order granting the motion.

On July 6, 2010, the City, by counsel, filed an affidavit establishing that the Notice of Hearing
had been published on June 25, 2010, in The Welch News.

The hearing convened as scheduled. Mr. Toon and Ms. Riggs made their appearances, and Ms.
Riggs stated that the City agreed with Staff’s recommendations in the certificate case and stipulated
to the Staff-recommended rates in the municipal appeal case. (Tr. 6). The City’s application in the
certificate case was entered into evidence as City Exhibit 1 and the engineering reports were entered
into evidence as City Exhibits 2 through 4. The Staff reports in the municipal appeal case were
entered into evidence as Staff Exhibit 1 and the Staff report in the certificate case was entered into
evidence as Staff Exhibit 2. Ms. Riggs clarified that all necessary permits in the certificate case had
been received and filed. (Tr. 7). Mr. Fowler and Ms. Buckley were called as witnesses to explain
these matters to the protestants who had appeared. Included in Mr. Fowler’s testimony was that the
City’s system was built in the 1920's by the War Water Works and allowed to deteriorate; the City
acquired the system in 2003. The project at issue in the certificate case is “desperately needed.” (Tr.
12). Ms. Buckley stated that Staff recommended an overall increase of approximately 45%, lower
than the 70% the City’s ordinance had provided; with implementation of the Staff-recommended
rates, an average monthly bill for usage of 4,500 gallons of water will go up by $9.90. (Tr. 17).

The protestants asked questions, and further information was provided, as follows: Asked how
much debt the City will incur because of the project, Mr. Fowler explained that, of the $4,113,800
cost of the Phase 2 through 4 project, only $1,500,000 will have to be repaid; the rest, approximately
$2,600,000, will be paid for by grants. (Tr. 25). Mayor Thomas Hatcher stated that, for all six phases,
the City will have $6,881,000 in grant money and only the $1,500,000 in loans; the later two phases
will be totally grant-funded. Mayor Hatcher explained that grants are covering 82% of the total cost
of all the projects; only 18% of that cost will be in loans. He added that such funding is better than
most cities ever get. (Tr. 26). Asked when the water will become potable, Douglas Hudgins, the
City’s engineer, stated that, at the end of this project, Phases 2 through 4, the source of water will be
the same, but Phases 5 and 6, which have been funded and are now being designed, will include
connection to the water system of the McDowell County Public Service District, which has treated
water; all ofthe City’s water will be bought from the District. (Tr. 28). The Phase 2 through 4 project
will improve the water quality, because of the corrosion of the old lines, but not until the system is
connected to the District’s system will the problems with the water quality be fully resolved. (Tr. 34).
All of the projects should be completed within approximately two years. (Tr. 40). Mr. Toon stressed
that the increased rates will not become effective until the project is substantially complete. (Tr. 38).
Mayor Hatcher clarified that the City has been paying interest on the RUS loan since February 18,
2009; it has already paid a total of $14,133.48. (Tr. 47). The statements of the protestants primarily
were that the water quality is bad; the water is dirty and treated only with chlorine. (Tr. 36, 38, 42,
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45). Lawrence Muncy expressed concern that, since the population in the area is falling, in the future
it might be difficult for the City’s customers to pay off the debt. (Tr. 36).

The transcript was filed on July 12, 2010.

FINDINGS OF FACT

1. On February 18, 2010, the City of War filed with the Public Service Commission an
application for a certificate of convenience and necessity to construct Phases 2 through 4 of its Water
- Improvement Project. Phases 2 through 4 include replacing the water distribution systems of the
Yukon and Excelsior areas, as well as the City’s downtown distribution system. The matter was
docketed as Case No. 10-0230-W-CN. (See application).

2. The City published a Notice of Filing of the application for a certificate of convenience
and necessity on February 26, 2010, in The Welch News, and no protest was filed. (See filing of
March 10, 2010; Commission case file).

3. On March 17, 2010, the City adopted an ordinance increasing its water rates by 70%,
to become effective on May 1, 2010. Upon the filing of a petition opposing the increase, signed by
407 individuals, the Commission invoked its jurisdiction pursuant to W.Va. Code §24-2-4b, and
suspended the City’s proposed rates until August 29, 2010, unless otherwise ordered by the
Comumission. The matter was docketed as Case No. 10-0534-W-MA. (See filing of March 22, 2010;
Commission Order of April 19, 2010).

4, Upon request of the City, the Commission consolidated the two cases, changed the
effective date for the proposed rates to October 1, 2010, and extended the statutory deadline for the
consolidated cases to August 9, 2010. (See filing of May 12, 2010; Commission Order of May 21,
2010).

5. A Notice of Hearing on the consolidated cases was published on fune 25, 2010, in The
Welch News, and protestants appeared at the hearing held July 8, 2010. (See filing of July 6, 2010;
Tr. 30-51).

0. The Phase 2 through 4 project at issue in Case No. 10-0230-W-CN involves replacing
the distribution system previously owned by War Water Works, which is over eighty years old and
extremely leaky and otherwise deteriorated. The project will consist of installing approximately
27,800 feet of water mains of various sizes, 75 main valves, 365 meters, and 32 new fire hydrants and
shut-off valves; the construction of a 100,000-gallon water storage tank; and restoration of property,
(See Staff Report filed June 22, 2010; Tr. 10-13).

7. The project has been approved by the Infrastructure and Jobs Development Council and
is estimated to cost $4,113,800, including an estimated construction cost of $3,191,900, to be funded
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by a$2,613,800 Rural Utilities Service grant and an RUS loan of $1,500,000, payable over forty years
at an interest rate not to exceed 2.75%. (See application; Staff Report).

&. The West Virginia Bureau of Public Health issued two permits for the project, Permit
No. 18,311 (dated May 15, 2009) and Permit No. 18,364 (dated July 24, 2009). All needed permits
have been received and filed. (See Staff Report; Tr. 7).

9. Staff concluded that the project is badly needed, due to the dire condition of the system.
Staff recommended that the certificate be granted and the project and its funding be approved. (See
Staff Report; Tr. 12),

10.  Staff examined the City’s books and records for the fiscal year ending June 30, 2008.
Staff found that over five years the City had averaged $10,316 in capital additions. Staff calculated
that the City would need total available cash of $269,356, and recommended that the City’s water
rates be increased by 45.1%, to become effective upon substantial completion of the Phase 2 through
4 project. The Staff-recommended rates would provide the City $10,328 for capital additions and a
debt service factor of 122.48%. Staff also recommended modifying the City’s leak adjustment rate
and adding to the City’s tariff a §150 tap fee, a $25 reconnection charge, a returned check charge not
to exceed $25, and a security deposit provision. (See Staff Reports; Tr. 13-17).

11.  The City stipulated to the Staff-recommended rates. (Tr. 6).

CONCLUSIONS OF LAW

1. In Case No. 10-0230-W-CN, it is appropriate to grant the application and approve the
project, pursuant to W.Va. Code §24-2-11, because it is reasonable and necessary, and to approve the
funding because it is appropriate.

2. It is appropriate to approve the Staff-recommended new tariff provisions and rates, as
provided in Appendix A, to become effective upon substantial completion of the approved project,
because the City accepted them; no reasonable argument against them has been made by the
customers of the City; and they provide revenue sufficient, but no more than sufficient, to cover the
expenses of the City, its needed capital improvements, and its debt service.

3. It is appropriate to order the City to cause to be published the attached Notice of New
Tariff Provisions, attached hereto as Appendix B.

ORDER

IT 1S, THEREFORE, ORDERED that the application for a certificate of convenience and
necessity filed on August 17, 2009, by the City of War to construct Phases 2 through 4 of its Water
Improvement Project is approved.
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IT IS FURTHER ORDERED that the funding for the Phases 2 through 4 project, consisting
ofa $2,613,800 Rural Utilities Service grant and an RUS loan of $1,500,000, payable over forty years
at an interest rate not to exceed 2.75%, is approved.

IT IS FURTHER ORDERED that, if there is any change in the cost of the project, estimated
at $4,113,800, which affects rates, or in the scope, design or funding of the project, the City of War
file a petition with the Commission for approval of such revisions.

IT IS FURTHER ORDERED that, if there are any changes in the project costs that do not
affect rates, the City of War file an affidavit duly executed by its accountant verifying that the City’s
rates and charges are not affected.

IT IS FURTHER ORDERED that the City of War comply with all rules and regulations of the
Division of Highways regarding the use of those rights-of-way.

IT IS FURTHER ORDERED that the City of War file a copy of the engineer’s certified
tabulation of bids for the project within ten (10) days of the opening date.

IT IS FURTHER ORDERED that the City of War notify the Commission when its engineer
has performed the substantial completion inspection.

IT IS FURTHER ORDERED that the rates and tariff changes, as provided in Appendix A, are
approved, to become effective upon substantial completion of the Phases 2 through 4 project approved
herein and to replace those of the ordinance pertaining to water rates adopted by the City of War on
March 17, 2010, which is hereby stricken from the Commission’s tariff files.

IT IS FURTHER ORDERED that the City of War file with the Commission’s Tariff Office
an original and five (5) copies of its tariff implementing the approved rates and other tariff changes,
as provided in Appendix A, no later than thirty (30) days after the date of substantial completion of
the project approved herein,

IT IS FURTHER ORDERED that the City of War cause to be published, at least once and
within (30) days of the effective date of the approved tariff, a copy of the Notice of New Tariff
Provisions, attached hereto as Appendix B, in a qualified newspaper, published and of general
circulation in McDowell County, and that the City of War file the affidavit of such publication as a
closed case filing.

IT ISFURTHER ORDERED that the City of War not implement the new tap fee, reconnection
charge, and returned check charge until after publication of the Notice of New Tarift Provisions.

IT IS FURTHER ORDERED that this matter be removed from the Commission's docket of
open cases.
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IT IS FURTHER ORDERED that the Executive Secretary of the Commission serve a copy of
this order upon the Commission by hand delivery, and by electronic service upon all parties of record
who have filed an e-service agreement with the Commission and by United States Certified Mail,
return receipt requested, upon all parties of record who have not filed an e-service agreement with the
Commission.

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

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

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

Sunya Anderson
Administrative Law Judge

SA:s
100230ab.wpd
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

CASE NO. 10-0230-W-CN

CITY OF WAR, a municipal utility,

War, McDowell County.
Application for a certificate of convenience
and necessity to construct improvements to the
existing water distribution system.

and
CASE NO. 10-0534-W-MA

CITY OF WAR, a municipal utility,

War, McDowell County.
Investigation and suspension of increase
in water rates and charges as a result of

petitions filed in accordance with
W.Va. Code §24-2-4b.

APPROVED TARIFF

SCHEDULE DCW

APPENDIX A
PAGE 1 OF 3

DOMESTIC AND COMMERCIAL WATER

APPLICABILITY
Applicable within the entire territory served.

AVAILABILITY OF SERVICE
Available for general domestic and commercial service.

RATES (customers with metered water supply)

First 2,000 gallons used per month
Next 8,000 gallons used per month
Next 30,000 gallons used per month
Next 60,000 gallons used per month

Allover 100,000 gallons used per month

$10.00 per 1,000 gallons
$ 7.28 per 1,000 gallons
$ 3.95 per 1,000 gallons
$ 3.72 per 1,000 gallons
$ 3.47 per 1,000 gallons
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APPENDIX A
PAGE 2 OF 3

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

5/8 inch meter $ 20.00 per month
1 inch meter § 50.00 per month
1-1/2 inch meter $ 100.00 per month
2 inch meter $ 160.00 per month
3 inch meter : $ 320.00 per month
DELAYED PAYMENT PENALTY

The above schedule is net. On 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.

LEAK ADJUSTMENT

$0.79 per 1,000 gallons is to be used when the bill reflects unusual consumption which can be
aftributed 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.

TAP FEE
The following charge is to be made whenever the utility installs a new tap to serve an
applicant,

A tap fee of $150.00 will be charged to all customers who apply for service outside of a
certificate proceeding before the Public Service Commission for each new tap to the system.

SECURITY DEPOSIT

A deposit of $50.00 or two-twelfths (2/12) of the average annual usage of the applicant’s
specific customer class, whichever is greater. This fee may be changed by applicable statutory
provisions.

RECONNECTION - $25.00
To be charged whenever the supply of water is turned off for violations of rules, non-payment
of bills, or fraudulent use of water.

RETURNED CHECK CHARGE

A service charge equal to the actual bank fee assessed to the City or a maximum of $25.00 will
be imposed upon any customer whose check for payment of charges is returned by the bank due to
insufficient funds.
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APPENDIX A
PAGE 3 OF 3

SCHEDULE FHP

PUBLIC FIRE PROTECTION

APPLICABILITY
Applicable in War, McDowell County, and vicinity

AVAILABILITY OF SERVICE
Available for hydrants for pubfic fire protection on existing mains of the City.

RATE
$279.89

MINIMUM CHARGE.

Monthly bills rendered under this rate for all facilities of the water system available for fire
protection (now Class 8 insurance rate) will not in any event be less than the amount shown above.
Under this tariff, twenty-five (25) fire hydrants are presently installed. All hydrants installed in
addition to said twenty~five (25) will be charged $11.75 per hydrant per month.

DELAYED PAYMENT PENALTY

The above tariff is net. On accounts not paid in full within twenty (20) days of the bill, a ten
percent {10%) penalty may be added to the net amount shown. This delayed payment penalty is not
interest and is only to be collected once for each bill where it is appropriate.

LOCAL TAX SURCHARGE

Customers receiving service in the following municipality shall pay a surcharge to pay for the
B&O tax levied on the Town.

Municipality Assessed Effective
or Political Local B&O Local B&O
Subdivision Tax Percent Tax Percent
Town of War 4.00 4.17
Local Tax Rate
Computed as follows: 1-(Local Tax Rate)
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APPENDIX B

PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

CITY OF WAR
CASE NOS. 10-0230-W-CN AND 10-0534-W-MA

NOTICE OF NEW TARIFF PROVISIONS

By Recommended Decision issued July 16,2010, the City of War was authorized to implement
the following new provisions of its water tariff:

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

applicant.

A tap fee of $150.00 will be charged to all customers who apply for service outside of a
certificate proceeding before the Public Service Commission for ¢ach new tap to the system.

RECONNECTION - $25.00
To be charged whenever the supply of water is turned off for violations of rules, non-payment
of bills, or fraudulent use of water.

RETURNED CHECK CHARGE

A service charge equal to the actual bank fee assessed to the City or a maximum of $25.00 will
be imposed upon any customer whose check for payment of charges is returned by the bank due to
insufficient funds.
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AFFIDAVIT OF PUBLICATION:
State of West Virginia
County of McDowell, to wit:

1, Irene Wooten, being first duly swom upon my oath, do
depose and say that [ am the Legal Editor of the Welch News, Inc.,
a corporation, publisher of the newspaper entitled The Welch News,
& Republican newspaper; that I have duly authorized by the board
of directors of such corporation to execute this affidavit of publica-
tion; that such newspaper has been published 3 times a week ex-
cept weekends and holidays, for at least fifty weeks duﬁng the cal-
endar year, in the Municipality of Welch, McDowell County, West
Virginia; that such newspaper is a newspaper of “general circula-
tion”, as that term is defined in article three, chapter fifty-nine of
the Code of West Virginia, 1931, as amended, within the publica-
tion are or areas of the aforesaid municipality and McDowell
County, West Virginia; that such newspaper is circulated to the gen-
eral public at a definite price or consideration; that such newspaper
is a newspaper to which the general public resorts for passing events
of a political, religious, commercial and social nature, and for cur-
rent happeniflgs, announcements, miscellaneous, reading matters,
advertisements, and other notices; that the annexed notice of

City of War — Public Hearing

Steptoe & Johnson: Atty at‘Law

PC Box 1588
Charleston, WY 25326-1588

was duly published in said newspaper once a week for __2
successive weeks, (Class__T T ), commencing with the

issue of the _1 day of _ Dec. L,2010 | and

day of Dec. )

ending with the issue of the 8
20010 (and was posted at the (if required)

on the

day of .20 that said annexed

notice was published on the following dates: _12 /01 /10
& 12/08/10

and that the cost of publishing said annexed notice as aforesaid

was $§_86,35
Irene Wooten, Legal Editor
. The Welch News
Taken subscribed and sworn to before me in my said
county this __ 10 dayof _Dec. 2000

/%/Q\' ( ?%{7’\

I\Vlotary Pubhc State of West Vlrgmla

OFFICIAL SEAL
NOTARY PUBLIC
STATE OF WEST VIRGINIA

P. 0. BOX 603
IAEGER, WV 24844
My commisslon expires August 29, 2011

OONNER PIRINTING. INC. }-00-242-505F
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TOWN OF WAR

Water Revenue Bonds, Series 2011 A
Water Revenue Bonds, Series 2011 B
(United States Department of Agriculture)

EXCERPT OF MINUTES ON ADOPTION OF SUPPLEMENTAL
RESOLUTIONS AND SWEEP RESOLUTION

The undersigned Recorder of the Town of War (the "Town") hereby certifies that the
following is a true and correct excerpt of the minutes of a regular meeting of the Council of the Town.

* ok ¥k ® ok sk F ook

The Council of the Town met in regular session, pursuant to notice duly given, on the
[9th day of January, 2011, in War, West Virginia, at the hour of 6:00 p.m.

PRESENT: Thomas C. Hatcher Mayor

Peggy Deel Recorder

Margaret Beavers Councilperson
Manuel Collins Councilperson
Paul Whitt Councilperson
Orbie Campbell Councilperson

Helen “Katie” Linkous Councilperson

John Stump Steptoe & Johnson

The Mayor announced that a quorum of members was present and that the meeting was
open for any business properly before it.

Thereupon, the Mayor presented a proposed Supplemental Resolution in writing entitled:

SUPPLEMENTAL RESOLUTION MAKING PROVISIONS AS TO
PRINCIPAL AMOUNT, DATE, MATURITY DATE, REDEMPTION
PROVISION, INTEREST RATE, INTEREST AND PRINCIPAL
PAYMENT DATES, SALE PRICE AND OTHER TERMS OF THE
WATER REVENUE BONDS, SERIES 2011 A OF THE TOWN OF
WAR, AND MAKING OTHER PROVISIONS AS TO THE BONDS.




and caused the same to be read and there was discussion.

Thereupon, on motion duly made by Orbie Campbell and was seconded by Paul Whitt, it
was unanimously ordered that the above-entitled Supplemental Resolution be finally enacted and put into
effect immediately.

Thereupon, the Mayor presented a proposed Second Supplemental Resolution in writing entitled:

SUPPLEMENTAL RESOLUTION MAKING PROVISIONS AS TO
PRINCIPAL AMOUNT, DATE, MATURITY DATE, REDEMPTION
PROVISION, INTEREST RATE, INTEREST AND PRINCIPAL
PAYMENT DATES, SALE PRICE AND OTHER TERMS OF THE
WATER REVENUE BONDS, SERIES 2011 B OF THE TOWN OF
WAR, AND MAKING OTHER PROVISIONS AS TO THE BONDS.

and caused the same to be read and there was discussion.

Thereupon, on motion duly made by Orbie Campbell and was seconded by Margaret
Beavers, it was unanimously ordered that the above-entitled Supplemental Resolution be finally enacted
and put into effect immediately.

Next, the Mayor presented a proposed Sweep Resolution for the authorization of
electronic monthly debt service and reserve fund payments to the Municipal Bond Commission.
Thereupon, on motion duly made by Orbie Campbell and was seconded by Paul Whitt, it was
unanimously ordered that the said Sweep Resolution be adopted.

F ko % e ok ® ok %k

There being no further business to come before the meeting, on motion duly made and
seconded, it was unanimously ordered that the meeting adjourn.

{Remainder of Page Intentionally Blank]




CERTIFICATION

I hereby certify that the foregoing is a true copy of the minutes of the Town of War and
that such actions remain in full force and effect and have not been amended, rescinded, superseded,
repealed or changed.

WITNESS my signature on this 27th day of January, 2011.

939100.00005
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CITY OF WAR
COUNCIL MINUTES OF OCTOBER 26, 2010

Present: Mayor Tom Hatcher; Recorder Peggy Deel; Council Members - Katie Linkous, Orbie Campbell,
Manuel Collins, and Paul Whitt.

Call to Order. The Mayor called the meeting to order at 6 PIVL W

Minutes of September 15,2010. After brief discussion, Orbie Campbell moved and Katie Linkous
seconded a motion to approve the minutes of September 15, 2010. Motion carried.

Bills. After discussion, Manuel Collins moved and Katie Linkous seconded a motiox to approve
the bills for payment upon the availability of monies. Motion carried.

Financial Reports. Mrs. Joan Jones had prepared the following reports: 1) the final revision for
June, 2010; the July 31, 2010 report; and the August 31,2010 report. After discussion of all three
reports, Manuel Collins moved and Orbie Campbell seconded a motion to accept all of the reports
as presented. Motion carried. :

Sewer. Jerry Crabtree was present to give his report on wastewater treatment. Everything is
doing fine except that a new Bar screen must be purchased.

Water. Paul Gray was absent due to a school function. Mayor Hatcher presented information
about Phases 2, 3, and 4 of the new system. Bids from contractors will be opened on November 9
at the Region 1 Office in Princeton. Hatcher is not aware of any major problems with the current
system.

Manuel Collins moved and Orbie Campbell seconded a motion to accept the sewer and water
reports. Motion carried.

Police Report. Mark Shelton, Police Chief, was present to give the monthly police report. There
have been no major problems. A new police officer, Dustin England, has been employed. Manual
Collins moved and Katie Linkous seconded a motion to accept the police report. Motion carried.

First Reading for the Bond Ordinance for the New Water System. Mayor Hatcher presented the
Bond Ordinance information regarding the financing of the construction of Phases 2, 3, and 4 of
the water system. After discussion, Orbie Campbell moved and Manuel Collins seconded a motion
to pass the Bond Ordinance on the First Reading. Motion carried.

Adjournment. Orbie Campbel moved and Manuel Collins seconded a motion to adjourn. Motion
carried.

Approved by Council: November 17, 2010
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Peggy ﬁee’l, Recorder Tom Hatcher, Mayor




CITY OF WAR
COUNCIL MINUTES OF NOVEMBER 22, 2010
5:00 PM

Present: Tom Hatcher, Mayor; Council Members - Margaret Beavers, Manuel Collins, Orbie
Campbell, Katie Linkous.

1.

Call to Order. Mayor Tom Hatcher opened the meeting at 5 PM. A quorum was
present.

Citizen Comments. No one was present for comments.

Water. Paul Gray gave the water report. Tom Hatcher commented on the opening of
bids and indicated that Pro-Contracting of Clarksburg had the lowest bids and will be
awarded the contracts for Phases 2, 3, and 4.

Sewer. Jerry Crabtree gave the sewer report. Everything is ronning smoothly and
there are no serious preblems.

Police. Mark Shelton was not present for this report. Tom Hatcher explained that
there have been few problems since last month, including the theft of fools and the
damage of the flat bed truck by vandals. All of the vandals have been arrested and
jailed. ‘

Minutes of October 20, 2010. After discussion, Manuel Collins moved and Orbie
Campbell seconded a motion to approve the minutes of October 20, 2010, The motion
carried.

Bills. The Bills for the last month were presented by department. After discussion,
Orbie Campbell moved and Katie Linkous seconded a motion to approve the bills for
payment upon the availability of funds. The motion carried.

Financial Report. The September, 2010, Financial Report from Mrs. Joan Jones, CPA,
was presented. After discussion, Margaret Beavers moved and Orbie Campbell
seconded a motion to accept the Septembesr 2010 Financial Report. The motion carried.

Mayor’s Report to the City Council. The Mayor presented his report to the City
Council covering the following points:

a. Audit Report of 2009-2010. The 2009-10 Audit Report was completed by Teed
and Associates of Charleston. The Mayor presented and discussed the report,
which inclnded a letter to Sid Bell and the State Auditor’s Office concerning two
findings: 1) the rates for Water and Sewer being insufficient, in terms of
expenses; 2) insufficient segregation of duties in the City Office. The letter to




[

. Bell answered these two findings. Council received a copy of the audit report
. !and the letier to Bell and to the State Auditor’s Office.

d.

Orbie Campbell moved and Margaret Beavers seconded a motion to approve
the Auditor’s Report. The motion passed.

Second Reading of the Water Bond Ordinance. Mayor Hatcher presented the
Water Bond Ordinance for discussion. After discussion, Margaret Beavers
moved and Manuel Collins seconded a motion to approve the second reading of
the Water Bond Ordinance. The mofion passed.

City Playground. This is completed, although there will be a need for a few last
items to be completed in the Spring.

Other Items. Other items are mention in the written report of the Mayor.

10. Grant to the War Public Library. WV RUS has given a grant of 322,500 to the War
Public Library for new computers and copying machines.. The City will aceept this on
behalf of the library. After discussion, Margaret Beavers moved and Katie Linkous
seconded a motion to accept the grant on behalf of the Library, to follow all conditions
and to authorize the Mayor to sign all grant documents. The motion carried.

11. Friday, November 26, 2010, After discussion, Orbie Campbell moved and Manuel
Collins seconded a motion to close the City Offices on Friday, November 26. The
motion passed.

12, Adjournment. Margaret Beavers moved and Manuel Collins seconded a meotion to
adjourn. The motion passed.

Submitted by Tom Hatcher to Council on December 15, 2010.

Approved by Council: December 15, 2010

; e
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Peggy ﬁed:],thecorder Tom Hatcher, Mayor
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CITY OF WAR
MINUTES OF COUNCIL MEETING OF DECEMBER 15, 2011

Present: Mayor Tom Hatcher; Recorder Peggy Deel; Council Members - Margaret
Beavers, Katie Linkous, Orbie Campbell, Manuel Collins and Paul Whitt.

1.

2.

Call to Order. Mayor Hatcher called the meeting to order at 6 PM.

Minutes of November 22, 2010 Meeting. After presentation, Margaret Beavers
moved and Manuel Collins seconded a motion to approve the Minutes of November
22, 2010. Motion carried.

Water Report. Paul Gray was on hand to give the water system report. There have
been no major problems, although there were several leaks.

Sewer Report. Jerry Crabtree gave the wastewater report. Everything is running
smoothly. The system has no major problems.

Margaret Beavers moved and Manuel Collins seconded a motion to approve the
water and wastewater reports. Motion carried.

Police Report. In the absence of Mark Shelton, Chief of Police, Michael Brooks
gave the police report. There was brief discussion. There were some minor
problems, but all were solved. Margaret Beavers moved and Katie Linkous
seconded a motion to accept the Police Report. Motion carried.

Bills. After presentation and discussion, Orbie Campbell moved and Manuel
Collins seconded a motion to approve the payment of bills upon the availability of
finances. Motion carried.

Financial Report of October 31, 2010. After discussion of the report prepared by
Joan Jones, CPA, Orbie Campbell moved and Margaret Beavers seconded a motion
to accept the Financial Report of October 31, 2010. Mation carried.

Third Reading of the Water Bond Ordinances. After discussion, Paul Whitt moved
and Margaret Beavers seconded a motion to approve the Third Reading, and Final
Reading, of the Water Bond Ordinances. Motion carried.

Adjournment. Margaret Beavers moved and Manuel Collins seconded a motion to
adjourn. Motion carried.

ﬂm‘m,u\f /_9 .,f;/[;? %(m&)
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Peggy ﬁ)@el@ Recorder Tom Hatcher, Mayor

January 19,2011

Approved by Council
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RUS Bulletin 1780-12
(Automated 11-97)

WATER OR WASTE SYSTEM GRANT AGREEMENT
UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL UTILITIES SERVICE

THIS AGREEMENT dated between
War City of

a public corporation organized and operating under

Chapter 8 Article 19, West Virginia Code
(Authorizing Statute)

herein called "Grantee,” and the United States of America acting through the Rural Utilities Service,
Department of Agriculture, herein called "Grantor,"” WITNESSETH:
WHEREAS

Grantee has determined to undertake a project of acquisition, construction, enlargement, or capital improvement
of a (water) (sewer) system to serve the area under jurisdiction at an estimated cost of $ 2,646,500

and has duly authonized the undertaking of such project.

Grantee is able to finance not more than $ 1,100,000 of the development cost through revenues,
charges, taxes or assessments, or funds otherwise available to Grantee resulting in a reasonable user charge.

Said sum of $ 1,100,000 has been commitfed to and by Grantee for such project
development costs.

Grantor has agreed to grant the Grantee a sum not to exceed $ 1,546,500 or 58.44% percent
of said development costs, whichever is the lesser, subject to the terms and conditions established by the Grantor.
Provided, however, that the proportionate share of any grant funds actually advanced and not needed for grant
purposes shall be returned immediately to the Grantor. The Grantor may terminate the grant in whole, or in part,
at any time before the date of completion, whenever it is determined that the Grantee has failed to comply with
the conditions of the grant.

As a condition of this grant agreement, the Grantee assures and certifies that it is in compliance with and will
comply in the course of the agreement with all applicable laws, regulations, Executive orders and other generally
applicable requirements, including those set out in 7 CFR 3015.205(b), which hereby are incorporated into this
agreement by reference, and such other statutory provisions as are specifically set forth herein.

NOW, THEREFORE, In consideration of said grant by Grantor to Grantee, to be made pursuant to

Section 306 (a) of the Consolidated Farm and Rural Development Act the purpose only of defraying a part not
to exceed _58.44% _ percent of the development costs, as defined by applicable Rural Utilities Service
Instructions.

GRANTEE AGREES THAT GRANTEE WILL:

A.  Cause said project to be constructed within the total sums available to it, including said grant, in
accordance with the project plans and specifications and any modifications thereof prepared by Grantee and
approved by Grantor.

Position 2
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B. Permit pericdic inspection of the construction by a representative of Grantor during construction.

C. Manage, operate and maintain the system, including this project if less than the whole of said system,
continuously in an efficient and economical manner.

D. Make the services of said system available within its capacity to all persons in Grantee's service area
without discrimination as to race, color, religion, sex, national origin, age, marital status, or physicai or mental
handicap (possess capacity to enter into legal contract for services) at reasonable charges, including
assessments, taxes, or fees in accordance with a schedule of such charges, shetherderpre o morextassex
ag approved by the West Virginia Public Service Commission.

sEseviosanptatburenistiondatrdn % x % as may be modified from time to time by
Grantee. The initial rate schedule must be approved by Grantor. Thereafter, Grantee may make such modifications
to the rate system as long as the rate schedule remains reasonable and nondiscriminatory.

E. Adjust its operating costs and service charges from time to time to provide for adequate operation and
maintenance, emergency repair reserves, obsolescence reserves, debt service and debt service reserves.

F. Expand its system from time to time to meet reasonably anticipated growth or service requirements in
the area within its jurisdiction.

G. Provide Grantor with such periodic reports as it may require and permit periodic inspection of its
operations by a representative of the Grantor.

H. To execute any agreements required by Grantor which Grantee is legally authorized to execute.
If any such agreement has been executed by Grantee as a result of a loan being made to Grantee by Grantor
contemporaneously with the making of this grant, another agreement of the same type need not be executed
in connection with this grant.

L. Upon any default under its representations or agreements set forth in this instrument, Grantee, at the
option and demand of Grantor, will repay to Grantor forthwith the original principal amount of the grant stated
herein above with the interest at the rate of 5 percentum per annum from the date of the default. Default by the
Grantee will constitute termination of the grant thereby causing cancellation of Federal assistance under the grant.
The provisions of this Grant Agreement may be enforced by Grantor, at its option and without regard to prior
waivers by it previous defaults of Grantee, by judicial proceedings to require specific performance of the terms of
this Grant Agreement or by such other proceedings in law or equity, in either Federal or State courts, as may be
deemed necessary by Grantor to assure compliance with the provisions of this Grant Agreement and the laws and
regulations under which this grant is made.

J. Return immediately to Grantor, as required by the regulationé of Grantor, any grant funds actually
advanced and not needed by Grantee for approved purposes.

K. Use the real property including land, land improvements, structures, and appurtenances thereto, for
authorized purposes of the grant as long as needed.

I. Title to real property shall vest in the recipient subject to the condition that the Grantee shall use the
real property for the authorized purpose of the original grant as long as needed.

2. The Grantee shall obtain approval by the Grantor agency for the use of the real property in other
projects when the Grantee determines that the property is no longer needed for the original grant
purposes. Use in other projects shall be limited to those under other Federal grant programs or
programs that have purposes consistent with those authorized for support by the Grantor.

‘ oy
o o
Lo
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3. When the real property is no longer needed as provided in 1 and 2 above, the Grantee shall request
disposition instructions from the Grantor agency or its successor Federal agency. The Grantor agency
shall observe the following rules in the disposition instructions:

(a) The Grantee may be permitted to retain title after it compensates the Federal Government in
an amount computed by applying the Federal percentage of participation in the cost of the
original project to the fair market value of the property.

(b) The Grantee may be directed to sell the property under guidelines provided by the Grantor
agency. When the Grantee is authorized or reguired to sell the property, proper sales procedures
shall be established that provide for competition to the extent practicable and result in the highest
possible return,

[Revision 1, 04/17/1998]

(c) The Grantee may be directed to transfer title to the property to the Federal Government
provided that in such cases the Grantee shall be entitled to compensation computed by applying
the Grantee's percentage of participation in the cost of the program or project to the current fair
market value of the property.

This Grant Agreement covers the following described real property (use continuation sheets as necessary).

All that real property owned by the City of War's water system.

1. Abide by the following conditions pertaining to equipment which is furnished by the Grantor or acquired
wholly or in part with grant funds. Equipment means tangible, non-expendable personal property having a useful
life of more than one year and an acquisition cost of $5,000 or more per unit. A Grantee may use its own definition
of equipment provided that such definition would at least include all equipment defined above.

[Revision 1, 04/17/1998]

1. Use of equipment,

(a) The Grantee shall use the equipment in the project for which it was acquired as long as
needed. When no longer needed for the original project, the Grantee shall use the equipment in
connection with its other Federally sponsored activities, if any, in the following order of priority:

(1) Activities sponsored by the Grantor.

(2) Activities sponsored by other Federal agencies.

(b) During the time that equipment is held for use on the project for which it was acquired, the
Grantee shall make it available for use on other projects if such other use will not interfere with
the work on the project for which the equipment was originally acquired. First preference for
such other use shall be given to Grantor sponsored projects. Second preference will be given to
other Federally sponsored projects.
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2. Disposition of equipment. When the Grantee no longer needs the equipment as provided in paragraph
(a) above, the equipment may be nsed for other activities in accordance with the following standards:

(a) Equipment with a current per unit fair market value of less than $5,000. The Grantee may use
the equipment for other activities without reimbursement to the Federal Government or sell the
equipment and retain the proceeds.

(b) Equipment with a current per unit fair market value of $5,000 or more. The Grantee may retain
the equipment for other uses provided that compensation is made to the original Grantor agency or
its successor. The amount of compensation shall be computed by applying the percentage of
Federal participation in the cost of the original project or program to the current fair market value or
proceeds from sale of the equipment. If the Grantee has no need for the equipment and the
equipment has further use value, the Grantee shall request disposition instructions from the original
Grantor agency.

The Grantor agency shall determine whether the equipment can be used to meet the agency's
requirements. T no requirement exists within that agency, the availability of the equipment shall be
reported, in accordance with the guidelines of the Federal Property Management Regulations
(FPMRY), to the General Services Administration by the Grantor agency to determine whether a
requirement for the equipment exists in other Federal agencies. The Grantor agency shall issue
instructions to the Grantee no later than 120 days after the Grantee requests and the following
procedures shall govern:

(1) If so instructed or if disposition instructions are not issued within 120 calendar days after
the Grantee's request, the Grantee shall sell the equipment and reimburse the Grantor

agency an amount computed by applying to the-sales proceeds the percentage of Federal
participation in the cost of the original project or program. However, the Grantee shall be
permitted to deduct and retain from the Federal share ten percent of the proceeds, for
Grantee's selling and handling expenses.

(2) If the Grantee is instructed to ship the equipment elsewhere the Grantee shall be
reimbursed by the benefiting Federal agency with an amount which is computed by applying
the percentage of the Grantee participation in the cost of the original grant project or program
to the current fair market value of the equipment, plus any reasonable shipping or interim
storage costs incurred.

(3} If the Grantee is instructed to otherwise dispose of the equipment, the Grantee shall be
reimbursed by the Grantor agency for such costs incurred in its disposition.

3. The Grantee's property management standards for equipment shall also include:

(a) Records which accurately provide for: a description of the equipment; manufacturer's serial
number or other identification number; acquisition date and cost; source of the equipment;
percentage (at the end of budget year) of Federal participation in the cost of the project for which the
equipment was acquired; location, use and condition of the equipment and the date the information
was reported; and ultimate disposition data including sales price or the method used to determine
current fair market value if the Grantee reimburses the Grantor for its share.

(b) A physical inventory of equipment shall be taken and the results reconciled with the equipment
records at least once every two years to verify the existence, current utilization, and continued need
need for the equipment.
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{(¢) A control system shall be in effect to insure adequate safeguards to prevent loss, damage, or
theft of the equipment. Any loss, damage, or theft of equipment shall be investigated an fully
documented.

(d) Adequate maintenance procedures shall be implemented to keep the equipment in good
condition.

(e) Proper sales procedures shall be established for unneeded equipment which would provide for
competition to the extent practicable and result in the highest possible return.

This Grant Agreement covers the following described equipment (use continuation sheets as necessary).

M. Provide Financial Management Systems which will include:

1. Accurate, current, and complete disclosure of the financial results of each grant. Financial reporting will
be on an accrual basis.

2. Records which identify adequately the source and application of funds for grant-supported activities.
Those records shall contain information pertaining to grant awards and autherizations, obligations,
unobligated balances, assets, liabilities, outlays, and income.

3. Effective control over and accountability for all funds, property and other assets. Grantees shall
adequately safeguard all such assets and shall assure that they are used solely for authorized purposes.

4. Accounting records supported by source documentation.

N. Retain financial records, supporting docuinents, statistical records, and all other records pertinent to the
grant for a period of at least three years after grant closing except that the records shall be retained beyond the
three-year period if audit findings have not been resolved. Microfilm or photo copies or similar methods may be
substituted in licu of original records. The Grantor and the Comptroller General of the United States, or any of
their duly authorized representatives, shall have access to any books, documents, papers, and records of the
Grantee's government which are pertinent to the specific grant program for the purpose of making audits,
examinations, excerpts and transcripts.

0. Provide information as requested by the Grantor to determine the need for and complete any necessary
Environmental Impact Statements.

P. Provide an audit report prepared in accordance with Grantor regulations to allow the Grantor to
determine that funds have been used in compliance with the proposal, any applicable laws and regulations and
this Agreement.

Q. Agree to account for and to return to Grantor interest earned on grant funds pending their disbursement
for program purposes when the Grantee is a unit of local government. States and agencies or instrumentality’s of
states shall not be held accountable for interest earned on grant fands pending their disbursement.
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R. Not encumber, transfer or dispose of the property or any part thereof, furnished by the Grantor or
acquired wholly or in part with Grantor funds without the written consent of the Grantor except as provided in item
K above.

S. To include in all contracts for construction or repair a provision for compliance with the Copeland ™ Anti-
Kick Back” Act (18 U.S.C. 874) as supplemented in Department of Labor regulations (29 CFR, Part 3). The
Grantee shall report all suspected or reported violations to the Grantor.

T. To include in all contracts in excess of $100,000 a provision that the contractor agrees to comply with all
the requirements of the Clean Air Act (42 U.S5.C. §7414} and Section 308 of the Water Pollution Control Act (33
U.S.C. §1318) relating to inspection, monitoring, entry, reports, and information, as well as all other requirements
specified in Section 114 of the Clean Air Act and Section 308 of the Water Pollution Control Act and"all regulations
and guidelines issued thereunder after the award of the confract. In so doing the Contractor further agrees:

[Revision 1. 11/20/1997]

1. As a condition for the award of contract, to notify the Owner of the receipt of any communication from
the Environmental Protection Agency (EPA) indicating that a facility to be utilized in the performance of the
contract is under consideration to be listed on the EPA list of Violating Facilities. Prompt notification is
required prior to contract award.

2. To certify that any facility to be utilized in the performance of any nonexempt contractor subcontract is
not listed on the EPA list of Violating Facilities pursuant to 40 CEFR Part 32 as of the date of contract award.

[Revisien 1, 11/20/97]

3. To include or cause to be included the above criteria and the requirements in every nonexempt
subcontract and that the Contractor will take such action as the Government may direct as a means of
enforcing such provisions.

As used in these paragraphs the term ““facility" means any building, plan, installation, structure, mine, vessel or
other floating craft, location, or site of operations, owned, leased, or supervised by a Grantee, cooperator,
contractor, or-subcontractor, to be utilized in the performance of a grant, agreement, contract, subgrant, or
subcontract, Where a location or site of operation contains or includes more than one building, plant,-installation,
or structure, the entire location shall be deemed to be a facility except where the Director, Office of Federal
Activities, Environmental Protection Agency, determines that independent facilities are co-located in one
geographical area.

Grantor Agrees That It:

. A. Will make available to Grantee for the purpose of this Agreement not to exceed $1,546.500.00.
which it will advance to Grantee to meet not to exceed 58.44%  percent of the project development costs of the
project in accordance with the actual needs of Grantee as determined by Grantor.

B. Will assist Grantee, within available appropriations, with such technical assistance as Grantor deems
appropriate in planning the project and coordinating the plan with local official comprehensive plans for sewer and
water and with any State or area plans for the area in which the project is located.

C. At its sole discretion and at any time may give any consent, deferment, subordination, release,
satisfaction, or termination of any or all of Grantee's grant obligations, with or without valuable consideration, upon
such terms and conditions as Grantor may determine to be (1) advisable to further the purpose of the grant or to
protect Grantor's financial interest therein and (2) consistent with both the statutory purposes of the grant and the
limitations of the statutory authority under which it is made.

( Lo ’
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Termination of This Agreement
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This Agreement may be terminated for cause in the event of default on the part of the Grantee as provided
in paragraph I above or for convenience of the Grantor and Grantee prior to the date of completion of the grant
purpose. Termination for convenience will occur when both the Grantee and Grantor agree that the continuation
of the project will not produce beneficial results commensurate with the further expenditure of funds.

In witness whereof Grantee on the date first above written has caused these presence fo be executed by

its duly authorized

Mayor

and atiested and its corporate seal affixed by its duly authorized

(Title) Qpﬁ, anyw,

By: ~homad C.(/%WW

Thomas C. Hatcher
(Titley Mayor

UNITED STATES OF AMERICA

RURAL UTILITIES SERVICE |

By: &W//// /}/ V/jjﬂ(

|

e [V L 45020

.

(

(Title)




PHASE II/IV

TOWN OF WAR

‘Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture)

RECEIPT OF DEPOSITORY BANK

I, the undersigned duly authorized representative of Pioneer Community Bank, laeger,
West Virginia (the “Bank™), hereby certify that on January 27, 2011, the Bank received an automated
clearinghouse transfer in the amount of $313,146.07 for the Series 2011 A Bonds to the credit of the
Project Construction Account (Account Number 03-272-7).

WITNESS my signature on this 27th day of January, 2011.

PIONEER COMMUNITY BANK

- /go,ﬂw/zznﬂuw Ypren

Its: Authorized Officer

939100.00005
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USDA-RD ESTIMATE OF FUNDS NEEDED FORM APPROVED
Form RD-440-11 | FOR. OMB NO. 0575-0015
(Rev. 10-00) 30-Day pericd Commencing
20
Name of Bomrower: Town of War (Phase I1/1V)
Itexns Amourt of Funds

TDEVELODINENE . -+« e veoeevnvae e ene e n s s b .00

Cortract or Job No.

'Contract or Job No. .

Contract or Job INo,
Land and Rights-of-Way ..o ovvn i 1,350.00
Legal SEIVICES ... vernvnvraerarrranasss e 22,332.96
Engineering f‘ees .............................................. 15,174.03
e S . 0.00
BOUIPIIENE . . oo evvsvrnmer e s e s 0.00
CONNZENEIES + .+« v v vnersae s crannr s n st sne 0.00
REFMANCIIE « e vvvesren e s ammn e e s 265,228.25
TIHE] O M - o ot e et e e 0.00
Other ........ T R A EE R $,560.83

i No ) T ] 313,146.07

Prepared by City of War

BY%W ﬂ.m

Date 1/25/2011

Approved by Tracey Rowan

‘Date  1/25/2011

According o the paperwork reduction Acl of 1995, an agency may ol corduct or sponsor, and a person is not required to respond fo, @ collection of
information unless it displays a vatid OMB control number. The valid OMB control mumber for this information collection is 05750015, The time
required fo complete this information collection is estimated to average | hour per response, including the time for reviewing instructions, searching

existing data sources, geiling and maintaining the data needed, ond completing and reviewing the collection of information.

-

RD 440-11 (Rev.10-00)



PHASE II/IV

TOWN OF WAR

Water Revenue Bonds, Series 2011 A
{United States Department of Agriculture)

RECEIPT AND RELEASE

UNITED BANK, INC,, as the holder of the Town of War Waterworks Design Bond
Anticipation Notes, Series 2009 A, dated January 29, 2009 in the original aggregate principal amount of
$306,500 (the “Series 2009 A Notes™), hereby certifies that it has this day received the sum of
$252,221.52 from the Town of War and that such sum is sufficient to pay the entire principal amount of

and interest accrued on the Series 2009 A Notes to the date hereof and discharges the liens, pledges and
encumbrances securing the Series 2009 A Notes.

Dated this 27th day of January, 2011.

UNITED BANE, INC.

By: / ZM‘ e e “/.

Z lts: Authorized Ofﬁcer

939100.00003
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SWEEP RESOLUTION

WHEREAS, the Town of War (the “Issuer”) is a governmental body and political
subdivision of West Virginia;

WHEREAS, the Issuer has issued bonds, as more specifically set forth on Exhibit
A, attached hereto and incorporated herein by reference (the “Bonds”);

WHEREAS, the Issuer makes monthly debt service payments on 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 find and determines that it is in the best interest of the
Issuer, its citizens and the owners of the Bonds that the monthly debt service and reserve
fund payments be made by electronic 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 clectronic transfer by the State Treasurer form the accounts
set forth in Exhibit A in such form and at such directions as are provided by the MBC.

2) Mayor and Recorder 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 immediately upon adoption.

Adopted this 19th day of January, 2011,

Hsrans L\l o

Mayor




WEST VIRGINIA
Water Development Authority

Celebrating 36 Years of Service 1974 - 2010

Fhase IT & IV
Phase 111

Januvary 27, 2011

Town of War
Water Revenue Bonds, Series 2011 A; and
Water Revenue Bonds, Series 2011 B
(United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

In reliance wpon the certificate of Teed & Associates, independent certified public
accountants, and an opinion of Steptoe & Johnson, PLLC, as bond counsel, stating that the
coverage and parity requirements have been met, the undersigned duly authorized representative
for the West Virginia Water Development Authority, the registered owner of the entire
outstanding aggregate principal amount of the Series 2008 A Bonds, hereinafter defined and
described, hereby consents to the issuance of the Water Revenue Bonds, Series 2011 A (United
States Department of Agriculture), in the original aggregate principal amount of $1,100,000 (the
"Series 2011 A Bonds") and the Water Revenue Bonds, Series 2011 B (United States
Department of Agriculture), in the original aggregate principal amount of $400,000 (the "Series
2011 B Bonds") by the Town of War (the "Issuer"), under the terms of the bond ordinance
authorizing the Series 2011 A Bonds and the Series 2011 B Bonds, on a parity, with respect to
liens, pledge and source of and security for payment, with the Issuer's outstanding Water
Revenue Bonds, Series 2008 A (West Virginia Infrastructure Fund), dated June 26, 2008, issued
in the original aggregate principal amount of $215,300, (the “Series 2008 A Bonds™).

WEST VIRGINIA WATER DEVELOPMENT AUTHORITY

Authorized Representative

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



Gov.. Yoe Manchin. 111
Chairman

‘Kenneth Lowe. Jr,
Public Member

Dwight:Calhoun
Public Membier

David "Bones" MeComas
Pobli¢ Member

Ron Justice
Public Member

Barbatg 4, Pavley
Administrative Secretary

WEST VIRGINIA

Infrostructure & Jabs Pevelopmient Goxndl

*

November 13, 2008

The Honorable Thomas Hatcher
Mayor, City of War

P.0.Box 280

“War, WV 24892

Re: City of War
Water Project 2008W-I1059-(Phases I1 & IV)

Dear Mayor Hatcher:

The West Virginia Infrastructure and Jgbs Development Council {Council) has reviewed.
the City of War's (Clty) preliminary application for Phases 1] and IV of the. dilapidated
distribution system in the Excelsior-and Yukon areas (Profect).

Based on the findings- of the. Water Teehnical Review Committee, the Gouncil has
determined that the Project is technically. feasible within the .gmdelmes of the
Infrastructire and. Jobs Development Act. The City should, carefilly review the-enclosed
comments of the Water Technica] Review Committee as the City mdy need o address
certain issues raisedin said commients s jt proeaeds with the Preject.

Upon consideration. of the preliminary application, the.Council determined that the City
shnuld ut' ize a $1,100,000 Rural Utilities Service loan and a $1,329,000 Rural Utilities

oragt to Tund this $2,429,000. project. Please -contact the Rural Uhility Sefvice
ofﬁbe at (304) 636-2158 foi speciﬁc nforntation or the steps the-City needs to follow to.
apply for fhese funds. Please note that this letter doés not constitute Tunding
appraval frem this agency.

If you have any questions regarding this matter, please.contact the Coun¢il at (304) 558-
4607. |

Sincerely,

Kémieth Lowe, .
Enélosure
wi:  BobyDecvease, P.E, BFH (wio enclosure) (viae-mail)
Joseph Crickenberger, RUS (w/o enclosure) (via-email)

C. Mark Blaylock, Olver; In¢.
Region I-Regional Intergovernmental Couneil

300 Simmers Sweet, Suite 980 + Charlesten, WV 25301 - Phine (304) 5584607 - Fax (304) §58-4609

waw wyinfrasiruciure, Con




TOWN OF WAR

WATER REVENUE BONDS, SERIES 2008 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

CONFORMED BOND ORDINANCE

Section 1.01
Section 1.02

‘Section 1.03

Section 1.04

Section 2.01

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BONDS; AUTHORIZATION AND EXECUTION OF LOAN

Section 3.01
Section 3.02
Section 3.03
Section 3.04
Section 3.05
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TOWN OF WAR

ORDINANCE AUTHORIZING THE PERMANENT
FINANCING OF THE ACQUISITION OF WAR WATER
WORKS BY THE TOWN OF WAR AND THE
FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF THROUGH THE [SSUANCE BY
THE TOWN OF WAR OF NOT MORE THAN $250,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES 2008 A (WEST VIRGINIA.
INFRASTRUCTURE 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, RATIFYING AND CONFIRMING
A LOAN 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 ORDAINED AND ENACTED BY THE COUNCIL OF THE TOWN
OF WAR:

ARTICLE ]
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01.  Authority for this Ordinance. This Ordinance (fogether with
any ordinance, order or resolution supplemental herete or amendatory hereof, the "Bond
Legislation™) is enacted pursuant to the provisions of Chapter 31, Article 15A and Chapter 8,
Article 19 of the West Virginia Code of 1931, as amended (coileotwely, the "Act™), and other
applicable provisions of law,

Section 1,02.  Findings. It is hereby found, determined and declared that:

Al The Town of War (the “Issuer") is a municipal corporation and political
subdivision of the State of West Virginia in McDoweli County of said State,

B. The Issuer presently owns and operates a public waterworks system. However,

it is deemed necessary and desirable for the health and welfare of the inhabitants of the Issuer
that there be permanent financing of the acquisition of the assets of War Water Works including
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all water mains, the Yukon No. 1 and the City Realty System and all necessary appurtenances
{collectively, the "Project”). The Project and any further additions, betferments and
improvements thereto are herein called the "System". The Project and the financing, hereby
authorized and provided for, are public purposes ofthe Issuer and are ordered for the purpose of
meeting and serving public convenience and necessity.

C. The Tssuer intends fo permanently finance the costs of the Project through the
issuance of its revenue bonds to the West Virginia Water Development Authority (the
"Authority”), which administers the West Virginia Infrastructare Fund (the "Infrastructure
Fund™) for the West Virginia Infrastructure and Jobs Development Council {the “Council").

D. It is deemed necessary for the Issuer to issue its Water Revenue Bonds,
Series 2008 A (West Virginia Infrastructure Fund), in the total aggregate principal amount of not
more than $250,000 (the "Series 2008 A Bonds"), initially to be represented by a single bond, to
permanently finence a portion of the costs of the Project. The remaining costs of the Project
shail be funded from the sources set forth in Section 2.01 hereof. Such costs shail be deemed to
include the cost of all property rights, easements and franchises deemed necessary or convenient
therefor; interest, if any, upon the Series 2008 A Bonds prior to and during the Project and for a
period not exceeding 6 months after completion of the Project; amounts which may be deposited
in the Series 2008 A Bonds Reserve Account (as hereinafier defined); engineering and legal
expenses; expenses for estimates of costs and revenues, expenses for plans, specifications and
surveys, other expenses necessary or incident to determining the feasibility or practicability of
the enterprise, administrative expense, commitment fees, fees and expenses 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 Series 2008 A Bonds and such other expenses as may be
necessary or incidental to the financing herein authorized, the Project and the placing of same in
operation, and the performance of the things herein required or permitted, in connection with any
thereof, provided, that reimbursement to the Issuer for any amounts expended by it for allowable
costs prior to the issuance of the Series 2008 A Bonds or the repayment of indebtedness incurred
by the Issuer for such purposes shall be deemed Costs of the Project, as hereinafter defined,

E. The period of usefulness of the System after completion of the Project is not less
than 40 years.

F. 1t is in the best interests of the Issuer that its Serjes 2008 A Bonds be sold to the
Authority pursuant to the terms and provisions of a loan agreement (the "Loan Agreement™) by
and between the Issuer and the Authority, on behalf of the Council, in form satisfaciory to the
Issuer, the Authority and the Council, to be approved hereby if not previously approved by
resoiution of the Issuer.

G. On the Closing Date, there will be no outstanding obligations of the Issuer

which will rank on a parity with the Series 2008 A Bonds as fo liens, pledge, source of and
security for payment or are secured by revenues or assets of the System.
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H. The estimated revenues fo be derived in each year after completion of the
Project from fhe operation of the Systemn will be sufficient to pay all costs of operation and
maintenance of the System, the principal of and interest, if any, on the Series 2008 A Bonds and
to make payments into all funds and accounts and other payments provided for herein.

L The Issuer has complied with all requirements of West Virginia law and the
Loan Agreement relating to authorization of the Project and operation of the Project and the
System and issuance of the Series 2008 A Bonds, or will have so complied prior to issuance of
any thereof, including, among other things, the approval of the Project and the financing thereof
by the West Virginia Infrastructure and Jobs Development Council and the obtaining approval of
the Project from the Public Service Comimission of West Virginia by final order, the time for
rehearing and appeal of which will either have expired prior to the issuance of the Series 2008 A
Bonds or such final order will not be subject to appeal.

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

Section 1.03.  Bond Legislation Constitutes Contract. In consideration of the
acceptance of the Series 2008 A Bonds by 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 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 Bondhelders of any and all of
such Series 2008 A Bonds, all which shall be of equal rank end without preference, priority or
distinction between any one Bond and any other Bonds and by reason of priority of issuance or
otherwise, except as expressly provided thersin 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 31, Article 15A and Chapter 8, Article 19 of the
West Virginia Code of 1931, as amended and in effect on the date of enactment hereof,

"Authority" means the West Virginia Water Development Authority, which is expected
to be the original purchaser and Registered Owner of the Series 2008 A Bonds, or any other
agency, board or depariment of the State that succeeds to the functions of the Authority,

"Authorized Officer” means the Mayor of the Issuer, or any other officer of the Issuer
specifically designated by resolution of the Governing Body.

"Bondholder," "Holder of the Bonds," "Holder," "Registered Owner" or any similar term

whenever used hersin with respect to an outstanding Bond or Bonds, means the person in whose
name such Bond is registered.
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"Bend Legislation,” "Ordinance,” "Bond Ordinance” or "Lecal Act” means this Bond
Ordinance and all ordinances, orders and resolutions supplemental hereto or amendatory hereof.

“Bond Registrar" means the bank or other entity fo be designated as such in the
Supplemental Resclution and its successors and assigns.

"Bonds" means the Series 2008 A Bonds and, where appropriate, any bonds cn a parity
therewith subsequently authorized to be issued hereunder or by another ordinance of the Issuer.

"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 shail begin on the Closing Date.

"Closing Date" means the date upon which there iz an exchange of the Series 2008 A
Bonds for all or a portion of the proceeds of the Series 2008 A Bonds from the Authority.

“Code” means the Internal Revenue Code of 19386, as amended, and the Regulations,

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

"Consulting Engineers" means 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 West Virginia
Code of 1931, as amended; provided however, that the Consulting Engineers shali 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 of the Project.

"Council" means the West Virginia Infrastructure and Jobs Development Council and
any successor thereto.

‘Depository Bank"” means the bank designated as such in the Supplemental Resolution,
and its successors and assigns.

"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,

"Governing Body" means the Council of the Issuer, as it may now or hersafter be
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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.

"Giross Revenues” means the aggregate gross operafing and non-operating revenues of
the Systern, determined in accordance with generally accepted accounting principles, after
deduction of prompt payment discounts, if any, and reascnable 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 hereinafier 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.

"Issuer" means the Town of War, a municipal corporation and political subdivision of
the State of West Virginia, in McDowell County, West Virginia, and, unless the context clearly
indicates otherwise, includes the Governing Body of the Issuer.

"Loan Agresmenti” means the loan agreement heretofore entered, ot to be entered, into
between the Issuer and the Authority, on behalf of the Council, providing for the purchase of the
Series 2008 A Bonds fiom the Issuer by the Authority, the form of which shall be approved, and
the execution and delivery by the Issuer authorized and directed or ratified by the Supplemental
Resolution.

"Mayor" means the Mayor of the Issuer.

"Net Proceeds" means the face amount of the Series 2008 A Bonds, plus aceried interest
and premium, if any, less original issue discount, if any, and less proceeds, if any, deposited in
the Series 2008 A Bonds Reserve Account.

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

"Operating Expenses” means the reasonable, proper and necessary costs of repair,
operation and maintenance of the System, and includes, without limiting the generality of the
foregoing, administrative, engineering, legal, auditing and insurance expenses, other than those
capitalized as part of the Costs, fees and expenses of the Authority, fiscal agents, the Depository
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Bank, the Registrar and Paying Agent (all as herein defined), 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, if any, 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
ot such misceilaneous 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 (1) any
Bond cancelled by the Bond Registrar, at or prior to said date; (ii) any Bond, for the payment of
which monies, equal to its principal amount and redemiption 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
Articie X hereof] and (iv) for purpeses of consents or other action by a specified percentage of
Bondhoelders, or holders of any Bonds registered to the Issuer,

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

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

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

(&) Government Obligations;

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

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

(d) Any bond, debenture, note, participation certificate or other similar obligations
issued by the Federal National Mortgage Association to the extent such obligation is guaranteed
by the Government National Mortgage Association or issued by any other federal agency and
backed by the full faith and credit of the United States of America;
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(&) Time accounts {including accounts evidenced by time certificates of deposit,
time deposits or other similar banking arrangements) which, to the extent not insured by the
FDIC, shall be secured by a pledge of Government Obligations, provided, that said Government
Obligations pledged either must mature as nearly as practicable coincident with the maturity of
said time accounts or must be replaced or increased so that the market value thereof is always at
teast equal to the principal amount of said time accounts;

H Money market funds or similar fands whose only assets are investments of the
type described in paragraphs (a) through (e) above;

{g) Repurchase agreements, fully secured by investments of the types described in
paragraphs (g} through (e) above, with banks or national banking associations which are
members of FDIC or with governinent bond dealers recognized as primary dealers by the Federa}
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;

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

(i) Obligations of States ot political subdivisions or agencies thereof] the interest on
which is exempt from federal income taxation, and which are rated at least "A™" by Moody's
investors Service, Inc, or Standard & Poor's Corporation.

“Recorder” means the Recorder of the Issuer.

"Registerad Owner," "Bondhoider," "Holder" or any similar termi means whenever used
herein with respect to an outstanding Bond or Bonds, the person in whose name such Bond is
registered.

"Registrar” means the Bond Registrar.

"Regulations" means ternporary and permanent regulations promulgated under the Code,
or any predecessor thereto.

“Renewai and Replacement Fund” means the Renewal and Replacement Fund created
by Section 5.01 hereof,
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"Revenue Fund" means the Revenue Fund created by Section 5.01 hereof,

"Series 2008 A Bonds" means the Water Revenue Bonds, Series 2008 A (West Virginia
Infrastructure Fund), of the Issuer, authorized by this Bond Legislation.

"Series 2008 A Bonds Project Fund” means the Series 2008 A Bonds Project Fund ‘
established by Section 5.01 hereof.

"Series- 2008 A Bonds Reserve Account” means the Series 2008 A Bonds Reserve
Account established in Section 5.02 hereof.

"Series 2008 A Bonds Reserve Requirement” means, as of any date of calculation, the
maximurn amount of principal and interest, if any, which will become due on the Series 2008 A
Bonds in the then current or any succeeding year,

“Series 2008 A Bonds Sinking Fund” means the Series 2008 A Bonds Sinking Fund
established by Section 5.02 hereof.

"State" means the State of West Virginia,

"Supplemental Resclution” means any resolution, ordinance or order of the Issuer
supplementing or amending this Ordinance and, when preceded by the article "the," refers
specifically to the supplemental resolution authorizing the sale of the Series 2008 A Bonds;
provided, that any matter intended by this Ordinance to be included in the Supplemental
Resolution with respect to the Series 2008 A 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 Renewal and Replacement Fund, the Series 2008 A
Bends Sinking Fund and the Series 2008 A Bonds Reserve Account.

"System" means, collectively, the complete public waterworks sysiem of the Issuer, as
presently existing in its entirety or any integral part thereof, and shall include the Project and any
additions, betierments and improvemenis thereto hereaffer acquired or constructed 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.

“West Virginia Infrastructure Fund” means the West Virginia Infrastructure Fund

established in accordance with Chapter 31, Article 154, Section 9 of the West Virginia Code of
1931, as amended and in effect on the date of enactment hereof.
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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.
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ARTICLE 1]
AUTHORIZATION OF THE PROJECT

Section 2.01.  Authorization of the Project. There is hereby authorized and
ordered the Project, at an estimated cost not 1o exceed $315,300, in accordance with the
application submitted to the Council, heretofore filed in the office 6f the Governing Body. The
proceeds of the Series 2008 A Bonds shall be applied as provided in Article VI hereof.

The cost of the Project is estimated not to exceed $315,300, of which
approximately $215,300 will be obtained from proceeds of the Series 2008 A Bonds and
$100,000 has been obtained from a West Virginia Economic Development Authority grant.
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ARTICLE HI

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND SALE
OF BONDS; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01.  Authorizafion of Bonds. For the purposes of paying Costs of
the Project not otherwise provided for and paying certain costs of issuance of the Series 2008 A
Bonds and related costs, or any or all of such purposes, as determined by the Supplemental
Resolution, there shall be and hereby are authorized fo be issued the negetiable Series 2008 A
Bonds of the Issuer. The Series 2008 A Bonds shall be issued as a single bend, designated
"Water Revenue Bonds, Series 2008 A (West Virginia Infrastructure Fund),@ in the principal

amount of not more than $250,000, and shall have such terms as set forth hereinafter and in the
Supplemental Resolution. The proceeds of the Series 2008 A Bonds remaining after, funding of
the Series 2008 A Bonds Reserve Account (if funded from Bond proceeds) and capitalization of
interest, if any, shall be deposited in or credited fo the Series 2008 A Bonds Project Fund
established by Section 5.01 hereof.

Section 3.02. Terms of Bonds, The Series 2008 A Bonds shall be issued in
such prinicipal amounts; shall bear interest, if any, at such rate or rates, not exceeding the then
legal maximum, payable quarterly on such dates; shall mature on such dates and in such
amounts; and shall be redsemable, in whole or in part, all as the Issuer shall prescribe in a
Supplemental Rescluticn or as specifically provided in the Loan Agreement. The Series 2008 A
Bonds shall be payable as fo principal at the office of the Paying Agent, in any coin or curtency
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 2008 A Bonds, if
any. shall be paid by check or draft of the Paying Agent or its agent, mailed to the Registered
Owner thereof at the address as it appears on the books of the Bond Registrar, or by such other
methed as shall be mutually agreeable so long as the Authority is the Registered Owner therecf.

Unless otherwise provided by the Supplemental Resolution, the Series 2008 A
Bonds shall initially be issued in the form of a single bond, fully registered to the Authority, with
arecord of advances and a debt service schedule attached, representing the aggregate principal
amount of the Series 2008 A Bonds. The Series 2008 A 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 aggregate principal amouni equal fo 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. Such Bonds shall be dated and
shall bear interest, if any, as specified in a Supplemental Resolution.

Section 3.03. Execution of Bonds. The Series 2008 A Bonds shall be
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executed in the name of the Issuer by the Mayor, and the seal of the Issuer shall be affixed
thereto or imprinted thereon and attested by the Recorder. In case any one or more of the
officers who shall have signed or sealed the Series 2008 A Bonds shall cease to be such officer
of the Issuer before the Series 2008 A 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
Series 2008 A Bonds may be signed and sealed on behalf of the Issuer by such person as at the
actual time of the sxecution 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
autherized. :

Section 3.04.  Authentication and Registration. No Series 2008 A Bond shall
be valid or obligatory for any purpese or entitled to any security or benefit under this Bend
Legistation unless and until the Certificate of Authentication and Registration on such Bond,
substantially in the forn set forth in Section 3.10 hereof shall have been manuaily 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
Series 2008 A 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 3.05.  Negotiability, Transfer and Regisiration. Subject to the
provisions for transfer of registration set forth below, the Series 2008 A 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 2008 A Bonds
shall be conclusively deemed io have agreed thai 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 & bona fide holder for value.

So long as the Series 2008 A Bonds remain outstanding, the Issuer, through the
Bond Registrar or its agent, shall keep and maintain books for the registration and transfer of
such Bonds.

The registered Series 2008 A 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 Series 2008 A Bonds or

transferring the registered Series 2008 A Bonds are exercised, ali Series 2008 A Bonds shall be
delivered in accordance with the provisions of this Bond Legislation. All Series 2008 A Bonds

CH4903249.1 12



surrendered in any such exchanges or transfers shall forthwith be cancelled by the Bond
Registrar. For every such exchange or transfer of Series 2008 A 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 nct be
obliged to make any such exchange or transfer of Series 2008 A Bonds during the period

_commencing on the 15th day of the month next preceding an interest payment date on the
Series 2008 A Bonds or, in the case of any proposed redemption of Series 2008 A Bonds, next
preceding the date of the selection of Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.06. Bonds Mutilated., Destroved, Stolen or Lost. In case any
Series 2008 A Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in s
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 iike 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 Regisirar 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.

Section 3.07.  Bonds not to be Indebtedness of the Issuer. The Series 2008 A
RBonds shall not, in any event, be or constitute a corporate indebtedness of the Issuer within the
meaning of any constitutional or statutory provision or limitation, but shall be payable sclety
from the Gross Revenues derived from the operation of the System as herein provided. No
holder or holders of the Series 2008 A Bonds shall ever have the right to compel the exercise of
the taxing power of the Issuer to pay the Series 2008 A Bonds or the interest, if any, thereon.

Section 3.08.  Bonds Secured by Pledge of Gross Revenues. The payment of
the debt service on the Series 2008 A Bonds shall be secured by a first lien on the Gross
Revenues derived from the System. The Gross Revenues in an amount sufficient to pay the
principal of and interest, if any, on and other payments for the Series 2008 A Bonds and to make
all other payments hereinafter set forth, are hereby irrevocably pledged to such payments as they
become due.

Seciion 3.09.  Delivery of Bonds. The Issuer shall execute and deliver the
Series 2008 A Bonds to the Bond Registrar, and the Bond Registrar shall authenticate, register
and deliver the Series 2008 A Bonds to the original purchasers upon receipt of the docurnents set
forth below:
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A, If other than the Authority, alist of the names in which the Series 2008 A Bonds
are to be registered upon original issuance, together with such faxpayer identification and other
information as the Bond Registrar may reasonably require;

B. A request and authorization to the Bond Registrar on behalf of the Issuer, gsigned
by an Authorized Officer, to authenticate and deliver the Series 2008 A Bonds to the original
purchasers;

C. An executed and certified copy of the Bond Legislation;

L An executed copy of the Loan Agreement; and

E. The ungualified approving opinion of bond counsel on the Series 2008 A

Bonds.

Sectipn 3.10.  Form of Bonds. The text of the Series 2008 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 Resclution
adopted prior to the issuance thereof:
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(FORM OF BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF WAR
WATER REVENUE BONDS, SERIES 2008 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-1 kY

KNOW ALL MEN BY THESE PRESENTS: The ___ day of , 2008
that the TOWN OF WAR, a municipal corporation and political subdivision of the State of
West Virginia in McDowell 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 (3 ), 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, 200__, as set forth on the "Debt Service
Schedule" attached as EXHIBIT B hereto and incorporated hersin by reference.

This bond shall not bear interest. Principal instaliments 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 debis 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
Infrastructure and Jobs Development Council (the 2Council), and upon the terms and conditions

prescribed by, and otherwise in compliance with, the Loan Agreement by and between the Issuer
and the Authority, on behalf of the Council, dated , 2008,

This Bond is issued (i) to pay 2 portion of the costs of the acquisition of the War
Water Works (the "Project™; (ii) fund the Series 2008 A Bonds reserve Account; and (iil) to pay
certain costs of issuance of the Bonds and related costs. The Project, and any further additions,
betterments or improvements 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 31, Article 15A and Chapter §, Article 19 of the
West Virginia Code of 1931, as amended (collectively, the "Act"), 2 Bond Ordinance duly
enacted by the Issuer on . 2008, and a Supplemental Resolution duly adopted by the
Issuer on , 2008 (collectively, the "Bond Legislation™), and is subject to all the terms and
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conditions thereof, The Bond Legislation provides for the issuance of additional bonds under
certain conditions, and such bonds would be entitled to be pald and secured equally and ratably
from and by the funds and revenues and other security provided for the Bonds under the Bond
Legislation.,

THE ISSUER HAS NO BONDS OR OBLIGATIONS OTHER THAN THIS
BOND WHICH IS SECURED BY GROSS REVENUES OF THE SYSTEM.

This Bond is payable only from and secured by a pledge of the Gross Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System and from
monies i the Reserve Account created under the Bond Legislation for the Bonds (the
"Saries 2008 A Bonds Reserve Account"), and unexpended proceeds of the Bonds. Such Gross
Revenues shall be sufficient to pay the principal of and interest on all bonds which may be
issued pursuant to the Actand which shall be setaside 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 hereon, except from said special fund provided from the
Gross Revenues, the monies in the Series 2008 A Bonds Reserve Account and unexpended
procesds of the Bonds. 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 ofthe Systern,
to provide for the reasonable expenses of operation, repair and maintenance of the System, and
t0 Jeave a balance each year equal o at least 115% of the maximum amount payable in any year
for principal of and interest on the Bonds, and ali other obligations secured by a lien on or
payable from such revenues on a parity with the Bonds; provided however, that so long as there
exists in the Series 2008 A Bonds Reserve Account an amount at least equal to the maximum
amount of principal and interest which will become due on the Bonds in the then current or
succeeding year, and in the respective reserve accounts established for any other obligations
outstanding on a parity with the 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 upen the books of the Registrar (as
defined in the Bond Legisfation) 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.
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Subiect 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 sclely to payment of the costs of the Project and costs of issuance
described in the Bond Legislation, and there shall be and hereby is created and granted a lien
upon such monies, until so applied, in favor of the registered owner of this Bond.

IT IS HERERY 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 Bend do exist, have happenad, 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 Gross Revenues of the System has been
pledged to and will be set aside into said special fund by the lssuer for the prompt payment of the
principal on this Bond.

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

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOF, the TOWN OF WAR has caused this Bond to be
signed by its Mayor and ifs corporate seal to be hereunto affixed and attested by its Recorder,
arid has caused this Bond to be dated the day and year first written above.

[SEAL)

Mayor

ATTEST:

Recorder
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

‘This Bond is one of the Series 2008 A Bonds deseribed 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: . , 2008,

THE HUNTINGTON NATIONAL BANK,
as Registrar

Authorized Officer
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(Form of)

EXHIBIT A
RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) 3 (19)
@) (29)
() 21)
) (22)
Se) (23)
(6) (24)
{7) (25)
(8) (26)
€2, (27)
(10) (28)
(i) (29)
(12) 30
(13) (31
(14) (32)
(15) (33)
(16) (34)
(D 35)
(18) (36)
TOTAL §
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EXHIBIT B

DEBT SERVICE SCHEDULE

CH4503248,1 21




{(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and  appoint
. ] 4 , Attorney fo transfer the said Bond on
the books kept for registration of the within Bond of the said Issuer with full power of
substitution in the premises.

Dated: ,

In the presence of:
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Secticn 3.11.  Sale of Bonds; Approval and Ratification of Execution of Loan
Agreement. The Series 2008 A Bonds shall be sold to the Authority, pursuant to the terms and
conditions of the Loan Agreement. I not so authorized by previous ordinance or resolution, the
Mayor is specifically authorized and directed to execute the Loan Agreement in the form
attached herefo as "Exhibit A" and made a part hereof, and the Recorder is directed to affix the
seal of the Issuer, atfest 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, is hersby approved and
incorporated in this Bond Legislation.

Section 3.12. "Amended Schedule A" Filing. Upoen completion of the
Project, the Issuer will file with the Authority and the Council a schedule the form of the which

will be provided by the Council, 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 THEREQOF

Section 5.01.  BEstablishment 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 or
the Issuer and from each other:

(1) Revenue Fund,
(2) Reneswal and Replacement Fund; and
3 Series 2008 A Bonds Project Fund.
Section 5.92.  Establishment of Funds and Accounts with Comimission. The
following special funds or accounts are hereby created with and shall be held by the

Commission, separate and apart from all other funds or accounts of the Commission or the Issuer
and from each other:

(1) Series 2008 A Bonds Sinking Fund; and
) Series 2008 A Bonds Reserve Account.

- Section 5.03.  System Revenues: Flow of Funds. A. The enfire Gross
Revenues derived from the operation of the System and all parts thereof shall be deposited upon
receipt by the Issuer in the Revenue Fund. The Revenue Fund shall constitute a trust fund for
the purposes provided in this 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 provided in this Bond Legislation. All monies in the Revenue Fund shall be disposed of
only in the following manner and order of priority:

(1) The Issuer shall first, on the first day of each month, fransfer from the Revenue
Fund and remit to the Commission, cormmencing 3 months prior to the first date of payment of
principal of the Series 2008 A Bonds for deposit in the Series 2008 A Bonds Sinking Fund, an
amount equal to 1/3rd of the amount of principal which will mature and become due on the
Series 2008 A Bonds on the next ensuing quarterly principal payment date; provided that, in the
asvent the period to elapse between the date of such initial deposit in the Series 2008 A Bonds
Sinking Fund and the next quarterly principal payment date is less than 3 months, then such
monthly payments shall be increased proportionately te provide, 1 month prior te the next
quarterly principal payment date, the required amount of principal coming due on such date.

(2) The Issuer shall next, on the first day of each month, transfer from the Revenue
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Fund and remit to the Commission, commencing 3 months prior to the first date of payment of
principal of the Series 2008 A Bonds, if not fully funded upon issuance of the Series 2008 A
Bonds, for deposit in the Series 2008 A Bonds Reserve Account, an amount equal to 1/120th of
the Series 2008 A Bonds Reserve Reguirement; provided that, no further payments shall be
made into the Series 2008 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 2008 A Bonds Reserve Requirement.

(3) The Issuer shall next, on the first day of each month, fransfer from the Revenue
Fund and remit to the Depository Bank for deposit in the Renewal and Replacement Fund, asum
equal to 2 1/2% of the Gross Revenues each month, 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 as
provided herein. Withdrawals and disbursements mey be made from the Renewal and
Replacement Fund for replacements, emergency repairs, improvements or extensions to the
System; provided that, any deficiencies in any reserve account (except to the extent such
deficiency exists because the required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the maximum extent required hereof) shall
be promptly eliminated with monies from the Renewal and Replacement Fund.

(4) The Issuer shall next, each month, transfer from the Revenue Fund an amount
sufficient to pay all current Operating Expenses of the System.

Monies in the Series 2008 A Bonds Sinking Fund shall be used only for the
purposes of paying principal of and interest, if any, on the Series 2008 A Bonds as the same shall
becorne due. Monies in the Series 2008 A Bonds Reserve Account shall be used only for the
purposes of paying principal of and interest, if any, on the Series 2008 A Bonds as the same shall
come due, when other monies in the Series 2008 A Bonds Sinking Fund are insufficient therefor,
and for no other purpose.

All investment earnings on menies in the Series 2008 A Bonds Sinking Fund
and the Series 2008 A Bonds Reserve Account shall be returned, not less than once each year, by
the Commission to the Issuer, and such amounts shall, during the Project, be deposited in the
Series 2008 A Bonds Project Fund, and following completion of the Project, shall be deposited
in the Revenue Fund and applied in fu:ll, first to the next ensuing interest payment, if any, due on
the Series 2008 A Bonds and then to the next ensuing principal payment due thereon.

Any withdrawals from the Series 2008 A Bonds Reserve Account which result
in a reduction in the balance of the Series 2008 A Bonds Reserve Account to below the
Series 2008 A Bonds Reserve Requirement shall be subsequently restored from the first Gross
Revenues available after all required payments have been made in full in the priority as set forth
above.

As and when additional Bonds ranking on a parify with the Series 2008 A
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Bonds are issued, provision shall be made for additional payments into the respective sinking
fund sufficient to pay the interest on such additional parity Bonds and accomplish retirement
thereof at maturity and to accumulate a balance in the respective reserve account in an amount
equal to the requirement therefor.

The Issuer shall not be required to make any further payments into the
Series 2008 A Bonds Sinking Fund or the Series 2008 A Bonds Reserve Account when the
aggregate amount of funds therein are at least equal to the aggregate principal amount of the
Series 2008 A Bonds issued pursuant to this Bond Legislation then Outstanding and all inferest,
if any, to accrue until the maturity thereof.

The Commission is hereby designated as the fiscal agent for the administration
of the Series 2008 A Bonds Sinking Fund and the Series 2008 A Bonds Reserve Account
created hereunder, and all amounts required for said accounts shall be remitted to the
Comrission from the Revenue Fund by the Issuer at the times provided herein. All remittances
made by the Issuer to the Commission shall clearly identify the fund or account info which each
amount is to be deposited. If required by the Authority at anytime, 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 Comrnission on the dates
required hereunder, ‘

Monies in the Series 2008 A Bonds Sinking Fund and the Series 2008 A Bonds
Reserve Account shail be invested and reinvested by the Commission in accordance with
Section 8.01 hereof.

The Series 2008 A Bonds Sinking Fund and the Series 2008 A Bonds Reserve
Account shall be used solely and only for, and are hereby pledged for, the purpose of servicing
the Series 2008 A Bonds under the conditions and restrictions set forth herein.

B. The Issuer shall on the first day of each month (ifthe first day is not a business
day, then the first business day of each month) deposit with the Commission the required
principal, interest, if any, and reserve payments with respect to the Series 2008 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 Bord Legislation.

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 other period as required
by law, such excess shall be considered as surplus revenues (the "Surplus Revenues"). Surplus
Revenues may be used for any lawful purpose of the System.

D, 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 aleng with a copy of its
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payment check to the Authority by the 5th day of such calendar month,

E. The Issver shall remit from the Revenue Fund to the Commission, the Registrar,
the Paying Agent or the Depository Benk, on such dates as the Commission, the Registrar, the
Paying Agent or the Depository Bank, as the case may be, shall require, such additional sumns as
shall be necessary to pay their respective charges and fees then due. In the case of payments to
the Commission under this Section, the Issuer shall, if required by the Authority at anytime,
meke 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. }

F. The monies in excess of the maximum amounts insured by FDIC in ali 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 depos its of state and municipal
funds under the laws of the State.

G. 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 fimds and accounts herein shali be in the
same order as payments are to be made pursuant fo this Section 5.03, and the Gross Revenues
shall be applied to such deficiencies before being applied to any other payments hereunder.

H. The Gross Revenues of the System shall only be used for purposes of the
System.
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ARTICLE VI
BOND PROCEEDS; DISBURSEMENTS
Section 6.01.  Application of Bond Proceeds: Pledge of Unexpended Bond

Proceeds. From the monies received from the sale of the Serfes 2008 A Bonds, the following
amounts shall be first deducted and deposited in the order set forth below:

A. From the proceeds of the Series 2008 A Bonds, thers shall be deposited with the
Commission in the Series 2008 A Bonds Reserve Account, the amount, if any, set forth in the
Supplemental Resolution for finding of the Series 2008 A Bonds Reserve Account.

B. As the Issuer receives advances of the remaining monies derived from the sale
of the Series 2008 A Bonds, such monies shall be deposited with the Depository Bank in the
Series 2008 A Bonds Project Fund and applied solely to payment of the costs of the Project in
the manner set forth in Section 6.02 hereof and, until so expended, are hereby pledged as
additional security for the Series 2008 A Bonds.

C. After completion of the Project, and all costs have been paid, any remaining
proceeds of the Series 2008 A Bonds shall be expended as directed by the Authority and the
Couneil.

Section 6.02.  Disbursement from the Bond Projest Fund.

The Tssuer shall each month provide the Counctl with a requisition for the costs
incurred for the Project, together with such documentation as the Council shall require.
Payments for Costs of the Projsct shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Series
2008 A Bonds Project Fund shall be made only after submission to, and approval from, the
Council of a certificate, signed by an Authorized Officer stating that:

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

B) Ench 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;

< Each of such costs has been otherwise properly incurred; and
{D) Payment for each of the items proposed is then due and owing.

Pending such application, monies in the Series 2008 A Bonds Project Fund shall
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be invested and reinvested in Qualified Investments at the written direction of the Issuer.

The Issuer shall expend all proceeds of the Series 2007 A Bonds within 3 years
of the date of issuance of the Council's bonds, the proceeds of which were used to make the loan
fo the [ssuer, if applicable,
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ARTICLE VI
ADDITIONAL COVENANTS OF THE [SSUER

Section 7.01.  General Covenants of the Issuer. All the covenants, agreements
and provisions of this Bond Legislation shall be and constifute 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 2008 A 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 2008 A Bonds as hereinafter provided in this Article VIL. All such covenants,
agreements and provisions shall be frrevocable, except as provided herein, as long as any of the
Series 2008 A Bonds or the interest, if any, thereon is Outstanding and unpaid.

Section 7.02.  Bonds not o be Indebtedness of the Issuer, The Series 2008 A
Bonds shall not be nor constitute a corporate indebiedness of the Issuer within the meaning of
any censtitutional, 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 2008 A Bonds shall ever have the right to compel the exercise of the taxing power of the
Issuer to pay the Series 2008 A Bonds or the interest, if any, thereon.

Section 7.03.  Bonds Secured by Pledge of Gross Revenues. The payment of
the debt service on the Series 2008 A Bonds shall be secured by a first lien on the Gross
Revenues derived from the System. The Gross Revenues in an amount sufficient to pay the
principal of and interest, if any, on the Series 2008 A Bonds and to make the payments into all
funds and accounts and all other payments provided for in the Bond Legisiation are hereby
irrevocably pledeed, 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, Such rates and charges shall be sufficient to comply with the
requirements of the Loan Agreement,

So long as the Series 2008 A Bonds are outstanding, the Issuer covenants and
agrees to fix and colleot 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 ferth in the
Bond Legisiation and in compliance with the Loan Agreement. In the event the Series 2008 A
Bonds shall prove fo be insufficient to produce the required sums set forth in this Bond
Legislation and the Loan Agreement, the Issuer hereby covenants and agrees that it will, to the
extent or in the manner anthorized 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.
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Section 7.05.  Sale of the System. So long as the Series 2008 A Bonds are
outstanding and except as otherwise required by law or with the written consent of the Authority
and the Council, the System may not be sold, mortgaged, leased or otherwise disposed of, except
as 2 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, with
respect to the Series 2008 A Bonds, immediately be remitted to the Commission for deposit in
the Series 2008 A Bonds Sinking Fand, and, with the written permission of the Authority, orin
the event the Authority is no longer a Bondholder, the Issuer shall direct the Cominission to
epply such proceeds to the payment of principal of and interest, if any, on the Series 2008 A
Bonds. Any balance remaining efter the payment of the Series 2008 A Bonds and interest, if
any, thereon shall be remitted to the Issuer by the Commission unless necessary for the payment
of other obligations of the lssuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hersby
reserves the right fo 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 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 shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall first, in
writing, determine upon consuliation with the Consuiting 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 in accordance with the laws of the Stafe. The proceeds
derived from any such sale, lease or other disposition of such property, in excess of $10,000 and
not in excess of $50,000, 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 funds by other provisions of this Bond Legislation.

No sale, lease or other disposition of the properiies of the System shali be made
by the Issuer if the proceeds to be derived therefrom 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 Series 2008 A Bonds then Outstanding. The Issuer shall prepare the form
of such approval and consent for execution by the then Holders of the Series 2008 A Bonds for
the disposition of the proceeds of the sale, lease or other dispositien of such properties of the
System.

Section 7.06.  Issuance of Other Obligations Payable Out of Revenues and
General Covenant Against Encumbrances. Except as provided for in Section 7.07 hereof, the
Tssuer shall not issue any other obligations whatsoever payable from the revenues of the System
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which rank prior to, or equally, as to lien on and source of and security for payment from such
revenues with the Series 2008 A Bonds. Al obligations issued by the Issuer after the issuance of
the Series 2008 A Bonds and payable from the revenues of the System, except such additional
parity Bonds, shali contain an express statement that such obligations are junior and subordinate,
as 1o lien on and source of and security for payment from such revenues and in all other respects,
to the Series 2008 A Bonds; provided, that no such subordinate obligations shail 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 es provided above, the Issuer shall not create, or cause or permit to be
created, any debt, lisn, pledge, assighment, encumbrance or any other charge having priority
over or being on a parity with the lien of the Series 2008 A Bonds, and the interest, if any,
thereon, upon any of the income and revenues of the System pledged for payment of the
Series 2008 A Bonds and the interest, if any, thereon 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 for the Project, or any other obligations related fo the Project or the
Sysiem.

Section 7.07.  Additional Parity Bonds. No additional Parity Bonds payable
out of the revenues of the System, shall be issued after the issuance of the Series 2008 A Bonds
pursuant to this Ordinance, without the prior written consent of the Authority and the Couneil
and without complying with the conditions and requirements herein provided.

All Parity Bonds issued hereafter shall be on a parity in all respects with the
Series 2008 A Bonds.

No Parity Bonds shall be issued except for the purposes of financing the costs of
design, acquisition and construction of additions, betterments or improvements to the System or
refunding the Bonds issued pursuant hereto, or both such purposes.

No such Parity Bonds shall be issued at any time, however, unless and until
there has been procured and filed with the Recorder a written statement by Independent Certified
Public Accountants, reciting the conclusion that the Net Revenuss 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 actuzal issuance of such additional
Parjty 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 be not 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:

H The Bonds then Outstanding,;
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(2) Any Parity Bonds theretofore issued pursuant to the provisions contained in this
Bond Legislation then Outstanding; and

3 The Parity Bonds then proposed to be issued.

The "estimated average increased annuat 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 Revenuss estimated to be derived from (&) the improvements
to be financed by such Parity Bonds and (b) any increase in rates enacted by the Issuer, the tirne
for appeal of which shall have expired (without successful appeal) prior to the date of issuance of
such Parity Bonds and shall not exceed the amount fo be stated in a certificate of the
Independent Certified Public Accountants, which shall be filed in the office of the Recorder of
the Tssuer prior to the issuance of such Parity Bends.

The Net Revenues actually derived from the System during the 12-consecutive-
month period hereinabove referred to may be adjusted by adding o such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Ceriified Public Accountants, as stated in a certificate filed with the Recorder, 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 (without successful appeal) prior to issuance of such Parity Bonds.

All the 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 Series 2008 A Bonds and the Holders of any Parity Bonds
theretofore or subsequently issued from time to time within the limitations of and in compliance
with this section. All the 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 over any
other. The Issuer shall comply fully with all the increased payments into the varicus 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 Hen on the revenues of the System of which is subject to the
prior and superior lien of the Series 2008 A Bonds on such revenuves. Any such subordinate
bonds, notes, certificates or other obligations shal! be payable from the revenues remaining affer
all paymenis required to be made in accordance with this Bond Legislation have first been paid.
The Issuer shall not issue any obligations whatsoever payable from the revenues of the System,
or any part thereof, which rank prior o or equally, as to lien and source of and security for
payment from such revenues, with the Series 2008 A Bonds except in the manner and under the
conditions provided in this section.

No Parity Bonds shall be issued at any time, however, unless all of the payments
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into the respective funds and accounts provided for in this Bond Legislation on account of the
Series 2008 A Bonds then Outstanding, and any other payments provided for in this Bond
Legislation, shail have been made in full as required {o the date of issuance of the Parity Bonds
and the Issuer is then in full compliance with all the covenants, agreements and terms of this
Bond Legisiation and every ordinance supplemental thereto, or shall have fully corrected any
delinguency or deficiency in such payments.

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 Council, or their agents i
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 andit and examination, The Issuer shall '
submit to the Authority and the Council such decuments 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 any grants or
other sources of financing for the Project.

The Issuer shali permit the Authority and the Council, 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 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 Systemn, 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 Systers, and any Holder of & 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 current generally accepted
accounting principles and safeguards to the extent allowed and as prescribed by the Public
Service Commission of West Virginia. Separate control accounting records shall be maintained
by the Issuer. Subsidiary records as may be required shall be kept in the manner and on the
forms, books and other bookkeeping records as prescribed by the 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 Issuer shall direct.

The Issuer shall file with the Authority and the Council, or any other original
purchaser of the Series 2008 A Bonds, and shall mail in each year to any Holder or Holders of
the Series 2008 A Bonds, requesting the same, an annual report containing the following:

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

(B} A balance sheet staternent showing all deposits in all the funds and accounts
provided for in this Bond Legislation and the status of all said funds and accounts.

(o} The amount of any bonds, notes or o’thef obligations outstanding.

The lssuer shall also, at least once a year, cause the books, records and accounts
of the System to be andited by Independent Certified Public Accountants which audit shall be in
compliance with the applicable OMB Circular, or any successor thereof, and the Single Audit
Act, or any successor thereof, to the extent legally required, and shall mail upon request, and
make available generally, the report of the Independent Certified Public Accountants, or a
summary thereof, to any Holder or Holders of the Series 2008 A Bonds and shall submit the
report to the Authority and the Council, or any other original purchaser of the Series 2008 A
Bonds. Such andit report submitted to the Authority and the Council shall include a statement
that notes whether the results of tests disclosed instances of noncornpliance 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 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 {0 construct the Project in
accordance with the plans, specifications and designs prepared by the Consulting Engineers. All
real estate and interests in rea) estate and ail personal property constituting the Project and the
Project site heretofore or hereafter acquired shall at a1l timss be and remain the property of the
Issuer,

The Issuer shall permit the Authority or the Council, or their agents and
representaiives, to enter and inspect the Project site and Project facilities at all reasonable times.
Prior to, during and after completion of the Project and commencement of operation of the
Project, the Issuer shall also provide the Authority and the Council, 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 Council with
respect to the System pursuant to the Act.

Section 7.09.  Rates. Prior to the issuance of the Series 2008 A Bonds, rates
or charges for the use of the services and facilities of the System will be fixed and established, all
in the manner and form required by law, and a copy of such rates and charges so fixed and
established shall at all times be kept on file in the office of the Recorder of the Issuer, which
copy will be open to inspection by all interested parties. The schedule or schedules 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 and accounts
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created hereunder. Such schedule or schedules of rates and charges shall be revised from time fo
time, whenever necessary, so that the aggregate of the rates and charges will be sufficient for
such purposes. In erder to assure full and continuous performance of this covenant with a
margin for contingencies and temporary upanticipated reduction in income and revenues, the
Issuer hereby covenants and agrees that the schedule or schedules of rates or charges from titne
fo time in effect shall be sufficient, together with other revenues of the System, (i) to provide for
ail 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 2008 A Ronds and all other obligations secured by a lien on or payable from such
revenues on a parity with the Series 2008 A Bonds; provided that, in the event that amounts
equal to ot in excess of the reserve requirement are on deposit respectively in the Series 2008 A
Sonds Reserve Account and reserve accounts for obligations on a parity with the Series 2008 A
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 2008 A Bonds and all other obligations secured by a lien on or
payable from such revenues on a parity with the Series 2008 A Bonds. In any event, the Issuer
shall not reduce the rates or charges for services set forth in the rate ordinance currently in effect.

The Issuer hereby covenanis to commence enactment of such ordinance or
ordinances as shall be required to increase the rates and charges for the services and facilities of
the System within 30 days following a determination of the Issuer that less than the
shove-required coverage exists or in the event that the annual audit report shows Jess than the
above-required coverage, such increase to provide rates and charges sufficient to produce such
required coverage.

Section 7.10,  Operating Budget and Monthly Financial Report. The Issuer
shall annually, at least 45 days preceding the beginning of each Fiscal Year, prepare and adopt
by resolution a detailed, balanced budget of the estimated revenues and expenditures for
operation and maintenance of the System during the succeeding Fiscal Year and shall submita
copy of such budget to the Authority and the Council 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 amounis provided therefor in such budget without a written finding and
recommendation by a registered professional engineer, which finding and recommendation shall
state in detail the purpose of and necessity for such increased expenditures for the operation and
maintenance of the System, and no such increased expenditures shall be made until the Issuer
shall have approved such finding and recommendation by a resolution duly adopted. No
increased expenditures in excess of 10% of the amount of such budget shall be made except
upon the further certificate of a registered professional engineer that such increased expenditures
are necessary for the continued operation of the System. The Issuer shall mail copies of such
annual budget and all resolutions authorizing increased expenditures for operation and
maintenance to the Authority, the Council and to any Holder of any Bonds who shatfl file his or
her address with the Tssuer and request in writing that copies of all such budgets and resolutions
be furnished him or her and shall make available such budgets and all resolutions authorizing
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increased expenditures for operation and maintenance of the System at all reasonable times to the
Authority, the Council and any Holder of any Bonds or anyone acting for and in behalf of such
Holder of any Bonds.

Commencing on the date of the Closing Date and for 2 years following the
completion of the Project, the Issuer shall each month complete a "Monthly Financial Report,” a
form of which is attached fo the Loan Agreement, and forward a copy of such report to the
Authority and the Council by the 10th day of sach month.

Section 7.11.  Engineering Services and Operating Personnel. The Issuer will
obtain a certificate of the Consulting Engineers in the form attached to the Loan Agreement.

The Issuer shali employ qualified operating personnel properly certified by the
State to operate the System during the entire term of the Loan Agreement.

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, bedy, 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, rentals or other charges for the services and facilities of the System, and take
all steps, actions and proceedings for the enforcement and collection of such fees, rentals or other
charges which shall become delinquent to the full extent permitted or authorized by the Act, the
rules and regulations of the Public Service Commission of West Virginia and other laws of the
State of West Virginia.

Whenever any fees, rates, rentals or other charges for the services and facilities
of the Systern 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 Tacilities,
shall be delinquent until such time as all such rates and charges are fully paid. To the extent
authorized by the laws of the State and the rules and regulations of the Public Service
Commission of West Virginia, rates, rentals and other charges, if not paid, when due, shall
become a lien: on the premises served by the System. The Issuer fusther covenants and agrees
that, it will, to the full extent permitted by law and the rules and regulations promulgated by the
Public Service Commission of West Virginia, discontinue and shut off the services of the Systern
to all users of the services of the System delinquent in payment of charges for the services of the
System and will not restore such services of either system until all delinquent charges for the
services of the Syster, plus reasonable interest and penalty charges for the restoration of service,
have been fully paid and shall take alt further actions to enforce collections to the maximum
extent permitied by law,

Section 7.14.  No Free Services. The Issuer will not render or cause to be
rendered any free services of any nature by the System, nor will any preferential rates be
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established for users of the same class; and in the event the Issuer, or any depariment, agency,
instrurnentality, officer or employee of either shall avail itself or themselves of the facilitiss 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 and Construction Bonds. A. Thg Issuer hereby
covenants and agrees that so long as the Series 2008 A Bonds remain Outstanding, the Issuer
will, as an Operating Expense, procure, carry and maintain insurance with a reputable insurance
carrier or carriers as is customarily covered with respect to works and properties similar to the
System. Such insurance shall initially cover the following sisks and be in the following amounts:

() FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE INSURANCE, on all above-ground insurable portions of the Systern
in an amount equal to the greater of the fair appraised value or the actual cost thereof. Intime of
war the Issuer will also carry and maintain insurance {0 the extent available against the risks and
hazards of war. In the event of any damage to or destruction of any portion of the System, the
proceeds of all such insurance policies shall be placed in the Renewal and Replacement Fund
and used only for the repair or reconstruction of such damages or destroyed portion 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 interesis of the Issuer, the Authority, the prime
confractor and all subcontractors as their respective interests may appear, in accordance with the
Loan Agreement, during 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 prime contractor and subcontractors, as their interests may appear.

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

(3) 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 not less than. 100% of the amount of any
construction contract and to be required of each contracter dealing directly with the Issuer and
such payment bonds will be filed with the Clerk of the County Commission of the County in
which such work is to be performed prior fo commencement of construction of any additions,
extensions or improvements for the Systern in compliance with West Virginia Code, Section
38-2-39.
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(4) FIDELITY BONDS will be provided as to every officer and employse of the
Issuer or the Issuer 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.

(5) FLOOD INSURANCE, if the System facilities are or will be located in
designated special flood or mudslide-prone areas and to the extent available af reasonable cost to
the Issuer,

6)] BUSINESS INTERRUPTION INSURANCE, to the extent available at
reasonable cost to the Issuer.

B. The Issuer shall require all contractors, if any, engaged in the construction of the
Project to furnish a performance bond and a payment bond, each in an amount equal {0 100% of
the contract price of the portion of the Project covered by the particular contract as security for
the faitiiful performance of such contract. The Issuer shall verify such bonds prior to
commencement of construetion.

The Issuer shall also require all coniractors engaged in the Project to carry such
worket's compensation coverage for all employees working on the Project and public liability
insurance, vehicular Hability insurance and property damage insurance in amounts adequate for
such purposes and as is customarily carried with respect to works and propertiss similar to the
Project; provided that the amounts and terms of such coverage are satisfactory to the Authority
and the Council, and the Issuer shall verify such insurance prior to commencement of the
Project. 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.

Section 7.16.  Mandatory Connections. To the extent permitted by the laws of
the State and rules and regulations of the Public Service Comumission of West Virginia, the
Issuer shall require every owner, tenant or occupant of any house, dwelling, or building intended
10 be served by the System to connect thereto.

Section 7.17. Completion_of Project; Permits and Orders. The Issuer will
complete the Project as promptly as possible and operate and maintain the System as a
revenue-producing utility in good condition and in compliance with all federal and state
requirements and standards.

The Issuer has obtained all permits required by state and federal laws for the
Project, all orders and approvals from the Public Service Commission of West Virginia and the
Council necessary for the Project and the operation of the System and all approvals for the
issuance of the Series 2008 A Bonds required by State law, with all appeal periods having
expired without successful appeal.
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Section 7.18.  Compliance with Loan Agreement and Law. The Issuer shail
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 wili provide the Couneil with
copies of all documents submitted to the Authority. The Tssuer also agrees to comply with ail
applicable laws, rules and regulations issued by the Authority, the Council or other state, federal
ot local bodies in regard 1o the Project and the operation, maintenance and use of the Systemn.

Section 7,19, Reserved.

Section 7.20.  Securities Law 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 15¢2-12 (17 CFR Part 240).

Section 7.21. Contracts; Public Releases. A.  The Issuer shall,
simultaneously with the delivery of the Series 2008 A Bonds or immediately thereafter, enter
into written contracts for the immediate acquisition of the Project.

B. The Issuer shall obtain the written approval of the Council before expending any
proceeds of the Series 2008 A Bonds held in Acontingency@ as set forth inthe schedule aftached

to the certificate of the Consulting Engineer. The Issuer shall also obtain the written approval of

the Council before expending any proceeds of the Series 2008 A Bonds made available due to
project underruns.

C. The Issuer shall list the funding as being provided by the Council and the
Authority in any press release, publication, program bulletin, sign or other public comununication
that references the Project, including but not limited o any program document distributed in
conjunction with any ground breaking or dedication of the Project.
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ARTICLE VHI
INVESTMENT OF FUNDS

Section 8.01. Investments. Any monies 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 monies 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 monies were originally held, and the interest accruing thereon and any
profit or loss realized from such investrent shall be credited or charged fo the appropriate fund
or account, The investments held for any find or account shall be valued at the lower of costor
then current market value, or at the redemption price thereof if then redeemable at the opticn of
the holder, inctuding the value of accrued interest and giving effect fo the amortization of
discount, or at par if such investment is held i 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 ligquidation. The Depository Bank or such other bank er national
banking association, as the case may be, may make any and all investments permitted by this
section through its own investment or trust department and shall not be responsible for any fosses
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
earmnings.

Section 8.02.  Certificate as to Use of Proceeds; Covenants as o Use of
Proceeds, The Issuer shall deliver a certificate as o 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 2008 A Bonds as a condition to issuance of the Series 2008 A Bonds. In addition,
the Issuer covenants (i) to comply with the Code and ali Regulations from time to time in effect
and applicable to the Series 2008 A Bonds as may be necessary in order to maintain the status of
~ the Series 2008 A Bonds as governmental bonds; (i1) 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 2008 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 Council, as the case may be,
from which the proceeds of the Series 2008 A 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
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deeined necessary by the Issuer, or requested by the Authority or the Council, to ensure
compliance with the covenants and agreements set forth in this Section, regardless of whether
such actions may be contrary to any of the provisions of this Resclution.

The Issuer shall anmually furnish to the Authority information with respect to the
Issuer=s use of the proceeds of the Series 2008 A Bonds and any additional information

requested by the Authority.
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ARTICLE IX
DEFAULT AND REMEDIES

Section 9.01.  Events of Default. Bach of the following events shall constitute
an "Event of Default" with respect to the Series 2008 A Bonds:

(1) If default occurs in the due and punctual payment of the principal of or interest,
if any, on any Series 2008 A 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 2008 A Bonds set forth in this Bond Legislation,
any supplemental resclution or in the Series 2008 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 Registrar, the Paying Agent 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 iaw 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 or her rights and, in particular, (i) bring suit
far any unpaid principal or interest, if any, then due, (if) 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, inchuding but not
limited to the making and collection of sufficient rates or charges for services rendered by the
System, (iti} bring suit upon the Bonds; (iv) by action at law or bill in equity require the Issuer to
account as i it were the trustes of an express trust for the Registered Owners of the Bonds, and
(v by action or bill in equity enjoin any acts in violation of the Bond Legislation with respect to
the Bonds, or the rights of such Registered Owners.

Section 9.03.  Appointment of Recejver. Any Registered Owner of a Bond
may, by proper legal action, compel the performance of the duties of the Issuer under the 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 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 o complete the Project on
behalf of the Issuer, with power to charge rates, rentals, fees and other charges sufiicient to
provide for the payment of Operating Expenses of the System, the payment of the Bonds and
interest and the deposits info the funds and accounts hereby established, and to apply suchrates,
rentals, fees, charges or other revenues in conformity with the provisions of this Bond
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Legislation and the Act.

The receiver so appointed shall forthwith, directly or by his or her or its agents
and attorneys, enfer 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 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 shali have been cured and made good, possession of the System shall be surrendered
te 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 upen
him or her or it, shall be under the direction and supervision of the court making such
appointment, shall at all times be subject o 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 neocessary 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 fo sell, assign, mortgage or otherwise
dispose of any assets of any kind or character belonging or pertaining to the System, but the
authority of such receiver shall be limited to the completion of the Project and the possession,
operation and maintenance of the System for the sole purpose of the protection of both the Issuer
and Registered Owners of such Bonds and the curing and making good of any Event of Defauit
with respect thereto under the provigions 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 fo sell, assign, morigage or otherwise
dispose of any assets of the System.
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ARTICLE X
PAYMENT OF BONDS

Section 10.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holders of the Series 2008 A Bonds, the principal of and ,interest, if
any, due or to become due thereon, if any, at the times and in the manner stipulated thersin and
in this Bond Legislation, then the pledge of Gross Revenues and other monies and securities
pledged under this Bond Legisiation and all covenants, agreements and other obligations of the
Issuer to the Registered Owners of the Sertes 2008 A Bonds shall thereupon cease, terminate and
become void and be discharged and satisfied, except as may otherwise be necessary to assure the
exclusion of interest, if any, on the Series 2008 A Bonds from gross income for federal income
taX purposes.
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ARTICLE X1

MISCELLANEQUS

Section 11.01. Amendment or Modification of Bond Legislation. Prior to
issuance of the Series 2008 A Bonds, this Ordinance may be amended or supplemented in any
way by the Supplemental Resolution. Following issuance of the Series 2008 A Bonds, no
material modification or amendment of this Ordinance, or of any crdinance, resclution or order
amendatory or supplemental hereto, that would materially and adversely affect the rights of
Registered Owners of the Series 2008 A Bonds shall be made without the consent in writing of
the Registered Owners of the Series 2008 A Bonds so affected and then Qutstanding; provided,
that no change shall be made in the maturity of the Series 2008 A Bonds or the rate of interest, if
any, thereon, or in the principal amount thereof, or affecting the unconditional promise of the
Issuer to pay such principal and interest out of the funds herein pledged therefor without the
consent of the Registered Owner thereof. No amendment or medification shall be made that
would reduce the percentage of the principal amount of the Series 2008 A 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 excludability of interest on the Series 2008 A
Bonds from 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
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 Ordinance 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 Ordinance, the Supplemental Resolution or the Series 2008 A
Bonds.

Section 11.04. Headings, Bte. 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 ordinances, orders or
resolutions and or parts thereof in conflict with the provisions of'this Ordinance are, to the extent
of such conflict, hereby repealed.

Section 11.06. Covenant of Due Procedure, Bte. The Issuer covenants that all
acts, conditions, things and procedures required to exist, to happen, to be performed or to be
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taken precedent to and in the adoption of this Ordinance 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 thercto;
and that the Mayor, the Recorder and members of the Governing Body were at all times when

any actions in connection with this Ordinance occurred and are duly in office and duly qualified
for such office,

Section 11.07.  Statutory Notice and Public Hearing. Upon adoption hereof, an
abstract of this Ordinance determined by the Governing Body to contain sufficient information
as to give notice of the contents hereof shall be published once a week for 2 successive weeks
within a period of fourteen consecutive days, with at least 6 full days intervening between each
publication, in the Welch Daily News, a newspaper published and of general circulation in the
Town of War, together with a notice stating that this Ordinance has been adopted and that the
Issuer contemplates the issuance of the Series 2008 A Bonds, and that any person interested may
appear before the Governing Body upon a date certain, not less than ten days subsequent to the
date of the first publication of such abstract of this Ordinance and notice, and present protests,
and that a certified copy of this Ordinance is on file with the Governing Body for review by
interested persons during office hours of the Governing Body. At such hearing, all objections

and suggestions shall be heard and the Governing Body shall take such action as it shall deem
proper in the premises.

Section 11.08. Effective Date. This Ordinance shall take effect immediately
following public hearing hereon.

Passed on First Reading: December 19, 2007

Passed on Second Reading: _ December 28, 20067

Passed on Final Reading

Following Public

Hearing: January 16, 2008
Hhsmas O s HT Hpy )
Mayor
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CERTIFICATION

Certified a true copy of an Ordinance duly enacted by the Council of the TOWN
OF WAR on the 16th day of January, 2008.

Dated: June 26, 2008.

[SEAL]

2, e Bt

Recorder
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EXHIBIT A

Loan Agreement included in bond transcript as Document No. 3
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TOWN OF WAR

Water Revenue Bonds, Series 2008 A
{West Virginia Infrastructure Fund)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL  AMOUNT, DATE, MATURITY DATE,
REDEMPTION PROVISION, INTEREST RATE, INTEREST
AND PRINCIPAL PAYMENT DATES, SALE PRICE AND
OTHER TERMS OF THE WATER REVENUE BONDS,
SERIES 2008 A (WEST VIRGINIA INFRASTRUCTURE FUND),
OF THE TOWN OF WAR; APPROVING AND RATIFYING THE
LOAN AGREEMENTRELATING TO SUCHBONDS AND THE
SALE AND DELIVERY OF SUCH BONDS TO THE
WEST VIRGINIA WATER DEVELOPMENT AUTHORITY;
DESIGNATING A REGISTRAR, PAYING AGENT AND
DEPOSITORY  BANK; CHANGING THE  SERIES
DESIGNATION; AND MAKING OTHER PROVISIONS AS TO
THE BONDS.

WHEREAS, the council (the "Governing Body™) of the Town of War (the "Issuer")
has duly and officially adopted and enacted a bond ordinance, effective January 16, 2008 (the
"Bond Ordinance™), entitled: '

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE  EXISTING PUBLIC
WATERWORKS SYSTEM OF THE TOWN OF WAR AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED,
THEREOF THROUGH THE ISSUANCE BY THE TOWN OF
WAR OF NOT MORE THAN 5250,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2008 A (WEST VIRGINIA INFRASTRUCTURE FUNDY;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED OWNERS OF SUCH
BONDS; AUTHORIZING EXECUTION AND DELIVERY OF
ALL DOCUMENTS RELATING TO THE ISSUANCE OF SUCH
BONDS; APPROVING, RATIFYING AND CONFIRMING A
LLOAN AGREEMENT RELATING TO SUCH BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.
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WHEREAS, capitalized terms used herein and not otherwise defined herein shall
have the same meaning set forth {n the Bond Ordinance when used herein;

WHEREAS, the Bond Ordinance provides for the issuance of Water Revenue
Bonds, Series 2008 A (West Virginia Infrastructure Fund), of the Issver (the “Bonds™), in an
aggregate principal amount not to exceed $250,000, and has autharized the execytion and
delivery of the loan agreement relating to the Bends, including all schedules and exhibits
attached thereto, by and between the Issuer and the West Virginia Water Development Authority
(the "Authority"), on behalf of the West Virginia Infrastructure and Jobs Development Council
(the "Couneil") (the “Loan Agreement”™), all in accordance with Chapter 31, Axticle 15a and
Chapter 8, Article 19 of the West Virginia Code of 1931, as amended (collectively, the "Act"),
and in the Bond Ordinance it is provided that the form of the Loan Agreement and the exact
principal damount, date, maturity date, redemption provision, interest rate, interest and principal
payment dates, sale price and other terms of the Bonds should be established by a suppiemental
resolution pertaining to the Bonds; and that other matters relating to the Bonds be herein
provided for;

WHEREAS, the Loan Agreement has been presented fo the Issuer at this meeting;

WHERIAS, the Bonds are proposed to be purchased by the Authority pursuant to
the Loan Agreement;

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution™) be adopted, that the Bonds be
redesignated, that the Loan Agreement be approved and ratified by the Issuer, that the exact
principal amount, the date, the maturity date, the redemption provision, the interest rate, the
interest and principal payment dates and the sale price of the Bonds be fixed hereby in the
ranner stated herein, and that other matters relating to the Bonds be herein provided for;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
TOWN OF WAR:

Section 1.  Pussuant to the Bond Ordinance and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the Water
Revenue Bonds, Series 2008 A (West Virginia Infrastructure Fund), of the Issuer, originatly
represented by a single bond, numbered AR-1, in the principal amount of $215,300. The
Series 2008 A Bonds shall be dated the date of delivery thereof, shall finally mature June 1,
2048 and shali not bear interest. The principal on the Series 2008 A Bonds shall be payable
gquarterly on March I, June 1, Septernber 1 and December | of each year, commencing
December 1, 2008, to and including June 1, 2048, and in the amounts as set forth in the
"Schedule Y" attached to the Loan Agreement and incorporated in and made a part of the
Series 2008 A Bonds. The Series 2008 A Bonds shall be subject to redemption upon the written
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consent of the Authority and the Council, and upon payment of the redemption premium, if any,
and otherwise in compliance with the Loan Agreement, so long as the Authority shall be the
registered owner of the Series 2008 A Bonds.

Section 2. All other provisions relating to the Bonds and the text of the Bonds
shall be in substantially the form provided in the Bond Ordinance.

Section 3. The Issuer does hereby authorize, approve, ratify and accept the Loan
Agreement, a copy of which is incorporated herein by reference, and the execution and delivery
of the Loan Agreement by the Mayor, and the performance of the obligations contained therein,
on behalf of the Issuer, are hereby authorized, directed, ratified and approved. The Issuer hereby
affirms all covenants and representations made in the Loan Agreement and in the applications to
the Couneil and the Authority, The price of the Bonds shall be 100% of par value, there being
no interest accrued thereon, provided that the proceeds of the Bonds shall be advanced from time
to time as requisitioned by the Issuer.

Section 4. The Issuer does hereby appoint and designate Huntington National
Bank, Charleston, West Virginia, to serve as Registrar (the "Registrar*) for the Bonds under the
Bond Ordinance and does approve and accept the Registrar's Agreement fo be dafed the date of
delivery of the Bonds, by and between the Issuer and the Registrar, and the execution and
delivery of the Registrar's Agreement by the Mayor, and the performance of the obligations
contained therein, on behalf of the Issuer, are hereby anthorized, approved and directed.

Section 5. The Issuer does hereby appoint and designate the West Virginia
Municipal Bond Commission, Charleston, West Virginia, to serve as Paying Agent for the Bonds
under the Bond Ordinance.

Section 6. The Issuer does hereby appoint and designate Ameribank, War,
West Virginiz, to serve ag Depository Bank under the Bond Ordinance.

Section 7. Series 2008 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2008 A Bonds Sinking Fund, as capitalized interest.

Section 8,  Series 2008 A Bonds proceeds in the amount of $5,420 shall be
deposited in the Series 2008 A Bonds Reserve Account.

Section @,  The balance of the proceeds of the Series 2008 A Bonds shall be
deposited in or credited to the Series 2008 A Bonds Project Fund as received from the Council
from time to time for payment of the costs of the Project, including, without limitation, costs of
issuance of the Bonds and related costs.

Section 10. The Mayor and the Recorder are hereby authorized and directed to
execute and deliver such other documents and certificates required or desirable in conneciion
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with the Bonds hereby and by the Bond Ordinance approved and provided for, to the end that the
Bonds may be delivered on or about June 26, 2008, to the Authority pursuant to the Loan
Agreement.

Section 11.  The Project and the financing thereof in part with proceeds of the
Bonds are in the public interest, serve a public purpose of the Issuer and will promote the health,
weifare and safety of the residents of the Issuer,

Section 12. The Issuer does hereby approve and authorize all contracts relating to
the Project,

Section 13.  The Issuer hereby determines to invest all monies in the funds and
accounis established by the Bond Ordinance held by the Depository Bank until expended, in
repurchase agreements or time accounts, secured by a pledge of Governunent Obligations, and
therefore, the Issuer hereby directs the Depository Bank to take such actions as may be necessary
to cause such monies tc be invested in such repurchase agreements or time accounts until further
directed in writing by the Issusr. Monies in the Series 2008 A Bonds Sinking Fund and the
Series 2008 A Bonds Reserve Account shall be invested by the West Virginia Municipal Bond
Commission in the West Virginia Consolidated Fund.

Section 14. 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
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 Issuer will take all actions
necessary to comply with the Code and Treasury Regulations promulgated or to be promuigated
thereunder.

Section 15. The Issuer hereby approves the Conformed Bond Ordinance attached
hereto as Exhibit A.

Section 16. This Supplemental Resolution shall be effective immediately

fellowing adoption hereof.

[Remainder of Page Intentionally Blank]
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Adopted this 18th day of June, 2008.

By: %W/ﬁ\j‘f’%

Its:  Mayor
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Councit of
the Town of War on the 18th day of June, Z008.

Dated: June 26, 2008.

[SEAL

]

Recorder g

939100.00002
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EXHIBIT A

Conformed Bond Ordinance
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My,

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF WAR.
WATER REVENUE BONDS, SERIES 2008 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-1 _ $215,300

KNOW ALL MEN BY THESE PRESENTS:; The 26th day of June, 2008 that the
TOWN OF WAR, a municipal corporation and political subdivision of the State of West Virginia in
McDowell 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 HUNDRED
FIETEEN THOUSAND THREE HUNDRED DOLLARS ($215,300), or such lesser amount as shall have
been advanced o 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 December 1, 2008, as set forth
on the "Debt Service Schedule" attached as EXHIBIT B hereto and incorporated herein by reference.

This bond shall not bear interest. Principal installments of this Bond are payable in any
coin ¢r 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 Infrastructure and Jobs
Development Council (the ACouncil), and upon the terms and conditions preseribed by, and otherwise in

compliance with, the Loan Agreement by and between the Issuer and the Authority, on behalf of the ‘
Council, dated June 26, 2008. '

This Bond is issued (i) to pay a portion of the costs of the acquisition of the War Water
Works (the "Project™; (ii) fund the Series 2008 A Bonds Reserve Account; and (jii) to pay certain costs
of issuance of the Bonds and related costs. The Project, and any further additions, betterments or
improvements 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 31, Article 15A and Chapter 8, Article 19 of the West Virginia Code of 1931, as amended
(collectively, the "Act"), a Bond Ordinance duly enacted by the Issuer on January 16, 2008, and a
Supplemental Resolution duly adopted by the Issuer on June 18, 2008 {collectively, the "Bond
Legislation™), and is subject to ail 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 revemes and other security provided for the Bonds
under the Bond Legislation.
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THE ISSUER HAS NO BONDS OR OBLIGATIONS OTHER THAN THIS BOND
WHICH IS SECURED BY GROSS REVENUES OF THE SYSTEM.

This Bond is payable onjy from and secured by a pledge of the Gross Revenues (as
defined in the Bond Legislation) to be derived from the operation of the System and from monies in the
Reserve Account created under the Bond Legislation for the Bonds (the * Series 2008 A Bonds Reserve
Account™), and unexpended proceeds of the Bonds. Such Gross 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 purpoese. This Bond doss not constitute a corporate
indebtedness of the Issuer within the meaning of any constitutional or statutory provisions ot limitations,
nor shall the Issuer be obligated to pay the same or the interest hereon, except from said special fund
provided from the Gross Revenues, the monies in the Series 2008 A Bonds Reserve Account and
unexpended proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has covenanted and
agreed to establish and maintain just end equitable rates and charges for the use of the System and the
services rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at jeast 115% of the maximum amount payable in any year for principal of and
interest on the Bonds, and all other obligations secured by a lien on or payable from such revenues on a
parity with the Bonds; provided however, that so long as there exists in the Series 2008 A Bonds Reserve
Account an amount at least equal to the maximum amount of principal and interest which will become
due on the Bonds in the then cument or succeeding year, and in the respective reserve accounis
established for any other obligations outstanding on a parity with the Bonds, an amount at least equal to
the requirement therefor, such percentage may be reduced to 110%. The Issver 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 iis aftomey 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 ifs attorney duly avthorized in writing.

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

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

A IT IS HERERY CERTIFIED, RECITED AND DECLARED that all acts, conditions and
things required to exist, happen and be performed precedent to and in the issuance of this Bond do exist,

CH4925710.1 Z




have happened, and have been performed in due time, form and manser 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
Gross Revenues of the Systermn has been pledged to and will be set aside into said special fund by the
Issuer for the prompt payment of the principal on this Bond.

Al provisions of the Bond Legislation, resolutions and stafutes 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 Blank]
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N WITNESS WHEREOF, the TOWN OF WAR has caused this Bond to be signed by its
Mayor and its corporate seal to be hereunto affixed and attestedgbg its Recorder, and has caused this Bond

to be dated the day and year first written above. ¢ /@

| <&
[SEAL] Prman) @W@)
Mayor %
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2008 A 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: June 26, 2008.

THE HUNT. N NATIONAIL BANK,
a3 Regi
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $215,300 June 26, 2008 (19)
(2) | (20)
3) . @b
(4 : (22)
(5) (23)
(6) (24)
{7} (25)
(3) (26)
(% (7
(10) (28)
(11) (29)
(12) (30)
(13) . (L
(14) (32)
(15) (33)
(16) . (34)
(17 (35)
(18} (36)
TOTAL $
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EXHIBIT B

DEBT SERVICE SCHEDULE
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$215,300
Town of War (West Virginia)
0% Interest Rate; 40 Years
Closing Date: June 26, 2008

Debt Service Schedule Part 1 of 4

Date Frincipal Coupon Totat P+)
05/01/2008 - - -
12/01/2008 1,355.00 - 1,355.00
(33/01/2609 1,355.00 - 1,355.00
06/01/2009 1,355.00 “ 1,355.00
09/01/2009 1,355.00 - 1,355.00
12/01/2009. 1,355.00 - 1,355.00
03/61/2010 1,355.00 - 1,355.00
06/01/2010 1,355.00 - 1,355.00
09/01/2010 1,355.00 - 1,355.00
1270172010 1,355.00 - [,355.00
03/01/2011 1,355.00 - 1,355.00
B6/01/2011 1,355.00 - 1,355.00
09/01/2011 1,355.00 - 1,355.00
12/01/2011 1,355.00 - 1,355.00
0370172012 1,355.60 - 1,355.00
06/01/2012 1,354.00 - 1,354.00
09/01/2012 1,354.00 - 1,354.00
12/01/2012 1,354.00 - 1,354.00
030172013 1,354,00 - 1,354.G0
06/6172013 1,354.00 - 1,354.00
09/G1/2013 1,354.G0 “ 1,354.00
12/01/2013 1,354.00 - 1,354.00
03/01/2014 1,354,00 - 1,354.00
06/01/2014 1,354.00 - 1,354.00
09/01/20314 1,354.00 - 1,354.00
12/01/2014 1,354.00 - 1,354,00
03/01/2013 1,354.00 - 1,354.00
06/01/2015 1,354.00 - 1,354.00
09/01/2013 1,354.00 - 1,354.00
120172015 1,354.00 - 1,354.00
03/01/2016 1,354.00 - 1,354.00
06/01/2016 1,354.00 - 1,354.00
09/01/2016 1,354.00 - 1,354.00
12/01/2016 1,354.00 - 1,354.00
03/01/2017 1,354.00 - 1,354,084
05/01/2017 1,354.00 - 1,354.00
09/01/2017 1,354.00 - 1,354.00
12/01/2617 1,354.00 - 1,354.00
03/01/2018 1,354.00 - 1,354.00
06/41/2018 1,354.00 - 1,354.00
09/01/2018 1,354.00 - 1,354.00
12/01/2018 1,354.00 - 1,354.00
{3/01/2019 1,354.00 - 1,354.00
06/01/201% .- 1,354.00 - 1,354.00
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$215,300
Town of War (West Virginia)
0% Interest Rate; 40 Years
Closing Date: June 26, 2008

Debt Service Schedule Part 2 of 4
Date Principal Coupon Total P+
0973172019 1,354.00 - 1,354.00
12/01/2019 1,354.00 - 1,354.00
03/01/2020 1,354.00 - 1,354.00
06/01/2020 1,354.00 - 1,354.00 g
09/01/2020 1,354.00 - 1,354.00
120172020 1,354.00 - 1.354.00
03/01/2021 1,354.00 - 1,354.00
06/01/2021 1,354.00 - 1,354.00
09/01/2021 1,354.00 - 1,354.00
1240172021 1,354.00 - 1,354.00
0370172022 1,355.00 - 1,354.00
06/01/2022 1,354.60 - 1,354.00
09/01/2022 1,354,00 - 1,354.00
12/01/2¢22 1,354.00 - 1,3534.00 |
03/01/2023 1,354,00 - 1,354.00
06/01/2023 1,354.00 - 1,354.00 |
09/01/2023 1,354.00 - 1,354.00
12/01/2023 1,354,00 - 1,354.00
03/01/2024 1,354.00 - 1,354.00
06/01/2024 1,354.00 - 1,354.00
097012057 1,534.00 - 135400
12/01/2024 1,354.00 - 1,354 00
03/01/2025 1,354.00 | - 1,354.00
06/01/2025 1,354.00 - 1,354.60
09/01/2025 1,354.00 - 1,354.00
1270172025 1,354.00 - 155400
03/61/2026 1,354.00 - 1,354.00
06/01/2026 1,354.00 - 1,354.00
08/01/2026 : 1,354.00 - 1,354.00
12/01/2026 1,354.00 - 1,354.00
03012027 1.354.00 . 1,354.00
06/01/2027 - 1,334.00 - 1,354.00
06/01/2027 1,354,00 - < 1,354.00
12/01/72027 1,354.00 - 1,354.00
03/01/2028 1,354.00 - 1,354.00
0670172028 1,354.00 - 1.354750
09/01/2028 1,354.00 - 1,354.00
12/01/2028 1,354.00 - : 1,354.00
03/01/2029 1,354.60 - 1,354.00
06/01/2029 1,354.00 - 1,354.00
09/01/2029 1,354,00 - 1,354.00
12/01/2029 1,354,00 - 1,354.00
03/01/2030 1,354.,00 - 1,354.00
0670172630 1,354.00 - L 1,354.00
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$215,300

Town of War (West Virginia)
0% Interest Rate; 40 Years
Closing Date: June 26, 2008

Debt Service Schedule Part3 of 4
Date Principal Coupon Total P+I
05/01/2030 1,354.00 - 1,354.00
12/0172030 1,354.00 - 1,354,00
03/01/203] 1,354.00 - 1,354.00
06/01/2031 1,354.00 - 1,354.060
09/01/2031 1,354.00 - 1,354.00
12/01/2031 1,354.00 - 1,354.00
0370172032 1,354.00 - 1,354.00
06/01/2032 1,354.00 - 1,354.00
05/01/2032 1,354,00 - 1,354.00
12/01/2032 1,354.00 - 1,354.00
03/01/2033 1,354.00 - 1,354.00
06/0172033 1,354.00 B 1,354.00
09/01/2033 1,354.00 - 1,354.00
12/61/2033 1,354.00 - 1,354.00
03/01/2034 1,354.00 - 1,354.00
06/G1/2034 1,354.00 - 1,354.00
09/01/2034 1,354.00 - 1,354.00
12/01/2034 1,354.00 - 1,354.00
03/01/2035 1,354.00 - 1,354,00
06/01/2035 1,354.00 - 1,354.00
(9/01/2035 1,354.G0 - 1,354.00
12/01/2035 1,354.00 - 1,354.00
03/01/2036 1,354.00 - 1,354.00
06/01/2036 1,354.00 - 1,354.00
09/01/2036 1,354.00 - 1,354.00
12/01/2036 1,354.00 - 1,354.00
03/0172037 1,354.00 - 1,354.60
06/01/2037 1,354.00 - 1,354.00
09/61/2037 1,354.00 - 1,354.00
12/01/2037 1,354.00 - 1,354.00
03/01/2038 1,354.00 - 1,354.00
06/431/2038 1,354.00 - 1,354.60
09/01/2038 1,354.00 - 1,354.00
12/01/2038 1,354.00 - 1,354.00
03/01/203% 1,354.00 - 1,354,00
06/01/2039 1,354.00 - £,354.00
08/01/2039 1,354.00 - 1,354.00
12/01/2039 1,354.00 - 1,354.00
03/01/2040 1,354.00 - 1,354.00
05/01/2040 1.354.00 - 1,354.00
05/01/2040 1,354.00 - 1,354.00
12/01/2040 1,354.00 - 1,354.00
03/01/2041 1,354.00 - 1,354.00
056/01/2041 1,354.00 - 1,354.00

File | Town of War Losns.sf | iF 05-13-08 | 6/13/2008 | 1142 AM




$215,300
Town of War (West Virginia)
0% Interest Rate; 40 Years
Closing Date: June 26, 2008

Debt Service Schedule Part 4 of 4
Date Principal Coupon . Total P+¥
09/01/2041 1,354.00 - 1,354.06
12/01/2041 1,354.00 . - 1,354.00
03/01/2042 1,354.00 - 1,354.00
06/0172042 1,354.00 - 1,354.00
09/01/2042 . 1,354.00 - - 1,354.00
12/01/2042 1,354.00 - 1,354.00
03/01/2043 1,354.00 - 1,354.00
0&/0172043 1,354.00 - 1,334.00
09/01/2043 1,354.00 - 1,354.00
12/01/2043 1,354.00 - 1,354,00
03/01/2044 1,354,00 - 1,354.00
06/01/2044 1,354.00 - 1,354.00
05/01/2044 1,354.00 - 1,354.00
12/01/2044 1,354.00 - 1,354.00
0370172045 1,354.00 - 1,354.00
06/01/2045 1,354.00 - 1,354.60
09/01/2045 1,354.00 - 1,354.00
1270172045 1,354.60 - 1,354.00
03/01/2046 - 1,354.00 - 1,354.00
0&/01/2046 1,354.00 - 1,354.00
09/01/2046 1,354.00 - 1,354.00
12/01/2046 1,354.00 - 1,354,006
03/01/2047 1,354.00 - 1,354.00
06/01/2047 1,354.00 - 1,354.00
09/01/2047 1,354.00 - 1,354.00
12/01/2047 1,354.00 - 1,354.00
03/01/2048 1,354.00 - 1,354.00
(6/01/2048 1,354.00 - 1,354.00
Total $215,300.00 - $215,300.04

Yield Statistics

Bond Year Dollars $4,344.62
Average Life 20179 Years
Average Coupon -
Net Interest Cost (NIC) -
True Interast Cost (T1C) §.47E-11
Bond Yieid for Arbitrage Purpeses - 94T7E-11
All Tnctusive Cost (AIC) 9.47E-11
IRS Form 8038

Wed Interest Cost -
Weighted Average Maturity ] 20,179 Years

File | Town of War Loans.sf | IF 06-13-08 | 671312008 1 11:d2 AM
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(Form of)
ASSIGNMENT

FOR VALUE RECEIVED the undersigned selis, aésigns, and transfers unto

Bond and  does  hereby irrevocably  constitute  and  appoint
. Attorney 1o transfer the said Bond on the books

kept for registration of the within Bond of the sajd Issuer with full power of substitution in the premises.

the within

Dated: R

In the presence of;

CH4925710.1 12



Section 1.01
Section 1.02
Section 1.03
Section 1.04

PHASE Il & IV
PHASE Iil

TOWN OF WAR
Water Revenue Bonds, Series 2010 A; and

Water Revenue Bonds, Series 2010 B
{United States Department of Agriculture)

BOND ORDINANCE

Table of Contents

ARTICLE I
STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Authority for this Ordinance

Findings and Determinations

Bond Legislation Constitutes Contract
Definitions

ARTICLE I¥

AUTHORIZATION OF PAYMENT, ACQUISITION AND

Section 2.01
Section 2.02

Section 3.01
Section 3.02
Section 3.03
Section 3.04
Section 3.05
Section 3.06
Section 3.07
Section 3.08

CH5425658

CONSTRUCTION OF THE PROJECT

Authorization of Payment
Authorization of Acquisition and Construction of the Project

ARTICLE Il
AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Authorization of Bonds
Description of Bonds
Negotiability, Registration, Transfer and Exchange of Bonds
Bond Registrar
Execution of Bonds
Bonds Mutilated, Destroyed, Stolen or Lost
Bonds Secured by Pledge of Gross Revenues
Form of Bond
FORM OF BOND SERIES 2010 A
FORM OF BOND SERIES 2010 B
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ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF;
PISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 4.01
Section 4.02
Section 4.03
Section 4.04

Section 5.01
Section 5.02
Section 5.03
Section 5.04
Section 5.05
Section 5.06
Section 5.07
Section 5.08
Section 5.09
Section 5.10
Section 5.11
Section 5.12
Section 5.13

Section 6.01

Section 7.01
Section 7.02
Section 7.03
Section 7.04
Section 7.05
Section 7.06
Section 7.077
Section 7.08
Section 7.09

CH5425658

Establishment of Funds and Accounts with Depository Bank
Establishment of Funds and Accounts with Commission
Bond Proceeds; Project Construction Account

Covenants of the Issuer as to System Revenues and Funds

ARTICLE V
GENERAL COVENANTS, ETC.

General Statement

Rates

Sale of the System

Issuance of Additional Parity Bonds or Obligations
Insurance and Bonds

Statutory Mortgage Lien

Events of Default

Enforcement

Fiscal Year; Budget

Covenant to Proceed and Complete
Books and Records; Audits
Maintenance of System

No Competition

ARTICLE VI
RATES, ETC.

Initial Schedule of Rates and Charges; Rules

ARTICLE VII
MISCELLANEOUS

Payment of Bonds
Modification or Amendment
Delivery of Bonds
Severability of Invalid Provisions
Conflicting Provisions Repealed
Table of Contents and Headings
Covenant of Due Procedure, Etc.
Statutory Notice and Public Hearing
Effective Time

SIGNATURES

CERTIFICATION
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PHASE Il &1V
PHASE TII

TOWN OF WAR

BOND ORDINANCE

ORDINANCE AUTHORIZING THE PAYMENT OF THE
WATERWORKS SYSTEM DESIGN BOND ANTICPATION
NOTES, SERIES 2009 A, THE PAYMENT OF THE
WATERWORKS SYSTEM DESIGN BOND ANTICPATION
NOTES, SERIES 2009 B AND THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF THE TOWN OF WAR, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED
THEREOF, THROUGH THE ISSUANCE BY THE TOWN OF |
NOT MORE THAN $1,500,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES2010 A

(UNITED STATES DEPARTMENT OF AGRICULTURE); AND

THROUGH THE ISSUANCE BY THE TOWN OF NOT MORE |
THAN $700,000 IN AGGREGATE PRINCIPAL AMOUNT OF |
WATER REVENUE BONDS, SERIES 2010 B (UNITED STATES
DEPARTMENT OF AGRICULTURE); DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE
BONDS; PROVIDING GENERALLY FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE HOLDER OF THE
BONDS: AND PROVIDING WHEN THIS ORDINANCE SHALL
TAKE EFFECT

BE IT ORDAINED AND ENACTED BY THE COUNCIL OF THE TOWN OF

WAR:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for this Ordinance. This Ordinance is adopted and enacted
pursuant to the provisions of Chapter 8, Article 19 of the West Virginia Code of 1931, as
amended (the "Act"), and other applicable provisions of law. The Town of War (the "Issuer™) is
a duly created and validly existing municipal corporation and political subdivision of the State
of West Virginia in McDowell County of said State.

Section 1.02.  Findings and Determinations. It is hereby found, determined and
declared as follows:
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A.  The Issuer now owns and operates a public waterworks system. The
Project, as hereinafter defined, hercby authorized and provided for is public purpose of the
Issuer and ordered for the purpose of meeting and serving public convenience and necessity.

B.  The Issuer desires to pay the Waterworks Design Anticipation Notes,
Series 2009 A, dated January 29, 2009, issued in the original aggregate principal amount of
$306,500 (the “Series 2009 A Notes™) and Waterworks Design Anticipation Notes, Series 2009
B, dated January 29, 2009, issued in the original aggregate principal amount of $140,000 (the
“Series 2009 B Notes”) (collectively, the “Prior Notes™) and finance and acquire, construct,
operate and maintain certain additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be
owned and operated by the Issuer. :

C.  The Issuer has temporarily financed the design and other preconstmétion
costs of the Project by the issuance of the Prior Notes.

D.  The Prior Notes were issued pursuant to ordinances of the Issuer previously
enacted for such purpose (such ordinance as supplemented and amended is herein called the
“Prior Notes Orrdinances”).

E. It is deemed necessary and desirable for the Issuer to pay the Prior Notes.

F. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is hereby
ordered, that there be acquired and constructed certain additions, improvements and extensions
to the existing waterworks facilities of the Issuer, consisting of improvements to the water
system, together with all necessary appurtenances (collectively, the "Project”), particularly
described in and according to the plans and specifications prepared by the Consulting Engineer
and heretofore filed in the office of the Recorder of the Issuer. The existing waterworks
facilities of the Issuer, together with the Project and any further additions, improvements or
extensions thereto, are herein called the "System." The acquisition and construction of the
Project and the financing hereby authorized and provided for are public purposes of the Issuer
and are ordered for the purpose of meeting and serving public convenience and necessity.

G.  The estimated revenues to be derived in each year afier completion of the
Project from the operation of the System will be sufficient to pay all costs of operation and
maintenance of the System, the principal of and interest on the Issuer’s Prior Bonds and the
Series 2010 A Bonds and to make payments into all funds and accounts and other payments
provided for herein..

H.  The estimated maximum cost to pay the Prior Notes and the acquisition and
construction of the Project is $4,113,800, of which approximately $1,100,000 will be obtained
from the proceeds of sale of the Series 2010 A Bonds and up to $400,000 will be obtained from
the proceeds of the sale of the Series 2010 B Bonds, and $1,546,500 will be obtained as a grant
from the Purchaser and $1,067,300 will be obtained as a grant from the Purchaser, all herein
authorized.
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L 1t is necessary for the Issuer to issue its Water Revenue Bonds, Series 2010
A (the "Series 2010 A Bonds") in the fotal apgregate principal amount of not more than
$1,500,000 to: (i) pay the Series 2009 A Notes; (ii) to pay a portion of the cost of such
acquisition and construction; and (iii) to pay costs of issuance and related costs. It is necessary
for the Issuer to issue its Water Revenue Bonds, Series 2010 B (United States Department of
Agriculture) (the "Series 2010 B Bonds"), in the aggregate principal amount of not more than
$700,000 (the Series 2010 B Bonds) to (i) pay the Series 2009 B Notes; (ii) to pay a portion of
the cost of such acquisition and construction; and (iii) to pay costs of issuance and related costs.
The Series 2010 A Bonds and Series 2010 B Bonds are collectively referred to as the Series
2010 Bonds. The cost of such acquisition and construction shall be deemed to include, without
being limited to, the acquisition and construction of the Project; the cost of all property rights,
easements and franchises deemed necessary or convenient therefor and for the improvements
and extensions thereto; interest on the Series 2010 Bonds prior to, during and for six months
after completion of such acquisition and construction of the improvements and extensions;
engineering, fiscal agents and legal expenses; expenses for estimates of costs and revenues;
expenses for plans, specifications and surveys; other expenses necessary or incident to
determining the feasibility or practicability of the Project, administrative expense, and such
other expenses as may be necessary or incident fo the financing herein authorized, and the
acquisition and construction of the properties and the placement of same in operation; provided
that, reimbursement to the Issuer for any amounts expended by it for the repayment of
indebtedness incurred for costs of the Project by the Issuer shall be deemed costs of the Project.

J. The period of usefulness of the System after completion of the Project is not
less than 40 years.

K.  Upon payment of the Prior Notes, there are outstanding obligations of the
Issuer which will rank on a parity with the Series 2010 Bonds as to liens, pledge and source of
and security for payment being the Issuer’s Water Revenue Bonds, Series 2008 A (West
Virginia Infrastructure Fund), dated Jane 26, 2008, issued in the original aggregate principal
amount of $215,300 (“the “Series 2008 A Bonds” or the “Prior Bonds™). '

The Series 2010 Bonds shall be issued on a parity with the Prior Bonds with
respect to liens, pledge and source of and security for payment and in all other respects. Prior to
the issuance of the Series 2010 Bonds, the Issuer will obtain: (i) a certificate of an Independent
Certified Public Accountant stating that the coverage and parity tests of the Prior Bonds have
been met; and (ii) the written consent of the Holders of the Prior Bonds to the issuance of the
Series 2010 Bonds on a parity with the Prior Bonds. Upon payment of the Prior Notes, other
than the Prior Bonds, there are no outstanding bonds or obligations of the Issuer which are
secured by revenues or assets of the System

L. Tt is in the best interest of the Issuer that the Series 2010 Bonds be sold to
the Purchaser, pursuant to the terms and provisions of the Letters of Conditions, both dated July
30, 2008, and all amendments thereto, if any (collectively, the "Letter of Conditions").

M. The Issuer has complied with all requirements of law relating to the
authorization of 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, or will have so complied prior to issuance of the Series 2010 Bonds,
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including, among other things and without limitation, obtaining a cerfificate of public
convenience and necessity and approval of the financing and necessary user rates and charges
from the Public Service Commission of West Virginia by final order, the time for rehearing and
appeal of which have expired or shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2010 Bonds by those who shall be the Registered Owner of the
same from time to time, this Ordinance (the "Bond Legislation") shall be deemed to be and shall
constitute a contract between the Issuer and such Registered Owner, and the covenants and
agreements set forth herein to be performed by the Issuer shall be for the benefit, protection and
security of the Registered Owner of the Series 2010 Bonds.

Section 1.04. Definitions.  In addition to capitalized terms defined
elsewhere herein, the following terms shall have the following meanings herein unless the text
otherwise expressly requires:

"Act" means Chapter 8, Article 19 of the West Virginia Code of 1931, as
amended.

"Bond Legislation" or “Ordinance” means this Ordinance and all ordinances,
orders and resolutions supplemental hereto and amendatory hereof.

"Bond Registrar” means the Issuer, which shall usually so act by its Recorder.
"Bonds" means the Series 2010 Bonds.

“Closing Date” means the date upon which there is an exchange of the Series 2010
Bonds for the proceeds, or at least a de minimus portion, thereof representing the purchase price
of the Series 2010 Bonds from the Purchaser.

"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 Engineer" means Olver, Inc., Blacksburg Virginia, or any qualified
engineer or firm of engineers which shall at any time hereafter be retained by the Issuer as
Consulting Engineer for the System.

“Depository Bank” means the bank designated as such in the Supplemental
Resolution, and its successors and assigns, which shall be a member of FDIC.

"Facilities" or "waterworks facilities" means all the tangible properties of the
System and also any tangible properties which may hereafter be added to the System by
additions, betterments, extensions and improvements thereto and properties, furniture, fixtures
or equipment therefor, hereafter at any time constructed or acquired.

"FDIC" means the Federal Deposit Insurance Corporation.
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"Fiscal Year" means each 12-month period beginning on July 1 and ending on the
succeeding June 30.

"Governing Body" or “Council” means the Council of the Issuer.

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

"Herein" or "herein" means in this Bond Legislation.

"Issuer" or "Borrower" means the Town of War, a municipal corporation and
political subdivision of the State of West Virginia, in McDowell County, West Virginia, and
includes the Governing Body of the Issuer.

" etter of Conditions” means, collectively, the Letters of Conditions of the
Purchaser both dated July 30, 2008, and all amendments thereto, if any.

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

"Net Revenues" means the balance of the Gross Revenues, as defined below,
remaining after deduction of Operating Expenses, as defined below.

"Operating Expenses” means the current expenses, paid or accrued, of operation
and maintenance of the System and its facilities, and includes, without limiting the generality of
the foregoing, insurance premiums, salaries, wages and administrative expenses of the Issuer
relating and chargeable solely to the System, the accumulation of appropriate reserves for
charges not annually recurrent but which are such as may reasonably be expected to be incurred,
and such other reasonable operating costs as are normally and regularly included under
recognized accounting principles and retention of a sum not to exceed one-sixth of the budgeted
Operating Expenses stated above for the current year as working capital, and language herein
requiring payment of Operating Expenses means also retention of not to exceed such sum as
working capital; provided that, all monthly amortization payments upon the Bonds and into the
Reserve Fund and Depreciation Reserve have been made to the last monthly payment date prior
to the date of such retention.

“prior Bonds” means the Series 2008 A Bonds.

“prior Notes” means collectively, the Series 2009 A Notes and Series 2009 B
Notes..

“Prior Notes Ordinances” means the ordinances authorizing the Prior Notes.
“Prior Ordinance” means the ordinance authorizing the Prior Bonds.

"Project” shall have the meaning stated in Section 1.02E above.
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of America.

"Purchaser" or "Govemnment" means United States Department of Agriculture,
Rural Utilities Service, and any successor thereof, acting for and on behalf of the United States

"Qualified Investments” means and includes any of the following, to the extent

such investments are permitted by law:

CH5425658

(a)  Government Obligations;

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

(c) Bonds, debentures, 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; Government National Mortgage Association; Tennessee
Valley Authority; or Washington Metropolitan Area Transit
Authority;

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

(¢) 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
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or increased so
that the market value thereof is always at least equal to the principal
amount of said time accounts;

()  Money market funds or similar funds whose only asseis are
investments of the type described in paragraphs (a) through (e)
above;

(g) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) throngh (e) above, with banks or
national banking associations which are members of FDIC or with
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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 forther 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 Board of Treasury Invesiments pursuant to
Chapter 12, Article 6C of the West Virginia Code of 1931; 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 Investors Service or Standard & Poor's Corporation.

“Recorder” means the Recorder of the Issuer.

"Registered Owner,” "Bondholder," "Holder of the Bonds" or any sitmlar term
means any person who shall be the registered owner of the Bonds.

"Revenues" or "Gross Revenues" means all rates, rents, fees, charges or other
income received by the Issuer, or accrued to the Issuer, or any department, board, agency or
instrumentality thereof in control of the management and operation of the System, from the
operation of the System, and all parts thereof, all as caleulated in accordance with sound
accounting practices.

“Series 2008 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2008 A
(West Virginia Infrastructure Fund), dated June 26, 2008, issued in the original aggregate
principal amount of $215,300.

“Series 2009 A Notes” means the Issuer’s Waterworks Design Bond Anticipation
Notes, Series 2009 A, issued to United Bank, Inc on January 29, 2009 in the original aggregate
principal amount of $306,500.

“Series 2009 B Notes” means the Issuer’s Waterworks Design Bond Anticipation
Notes, Series 2009 B, issued to United Bank, Inc on January 29, 2009 in the original aggregate
principal amount of $140,000.

"Series 2010 Bonds" means, collectively, the Series 2010 A Bonds and the Series
2010 B Bonds.
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"Serics 2010 A Bonds" means the Water Revenue Bonds, Series 2010 A (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation.

"Series 2010 B Bonds" means the Water Revenue Bonds, Series 2010 B (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation.

“Qeries 2010 A Bonds Reserve Account” means, Series 2010 A Bonds Reserve
Account as established in Section 4.02,

“Caries 2010 B Bonds Reserve Account” means, Series 2010 B Bonds Reserve
Account as established in Section 4.02.

“Supplemental Resolution” means any resolution, ordinance or order of the Issuer
supplementing or amending this Ordinance and, when preceded by the article “the”, refers
specifically to the supplemental resolution authorizing the sale of the Series 2008 A Bonds;
provided, that any matter intended by this Ordinance to be included in the Supplemental
Resolution with respect to the Series 2008 A Bends, and not so included may be included in
another supplemental resolution.

"System" means the complete public waterworks system of the Issuer, presently
existing in its entirety or any integral part thereof, and shall inclode the Project and amy
improvements and extensions thereto hereafter acquired or constructed 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.

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 neuter gender shall include any other gender; and any requirement
for execution or attestation of the Bonds or any certificate or other document by the Mayor or
the Recorder shall mean that such Bonds, certificate or other document may be executed or
attested by an Acting Mayor or Acting Recorder.

ARTICLE I¥

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT AND
PAYMENT OF THE PRIOR NOTES.

Section 2.01. Authorization of Acquisition and Construction of the Project.
There is hereby authorized and ordered the acquisition and construction of the Project, at an
estimated total cost of not more than $4,113,800, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 2010 Bonds hereby authorized shall be applied as
provided in Article IV hereof.
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Section 2.02 Authorization of Payment of the Prior Notes. A. There is’
hereby authorized and ordered the payment in full of the entire principal of and interest on the
Series 2009 A Notes on the Closing Date, the cost of which will be paid from the proceeds of
the Series 2010 A Bonds. Upon payment of the Series 2009 A Notes, any funds pledged in
favor of the holders of the Series 2009 A Notes imposed by the Prior Notes Ordinances are
hereby ordered terminated, discharged and released.

B. There is hereby authorized and ordered the payment in full of the entire
principal of and interest on the Series 2009 B Notes on the Closing Date, the cost of which will
be paid from the proceeds of the Series 2010 B Bonds. Upon payment of the Series 2009 B
Notes, any funds pledged in favor of the holders of the Series 2009 B Notes imposed by the
Prior Notes Ordinances are hereby ordered terminated, discharged and released.

ARTICLE 111

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01.  Authorization of Bonds. Subject and pursuant to the provisions of
the Bond Legislation, the Series 2010 Bonds of the Issuer, to be known as the “Water Revenue
Bonds, Series 2010 A (United States Department of Agriculture),” are hereby authorized to be
issued in the principal amount of not more than $1,500,000 for the purpose of (i) financing a
portion of the cost of the acquisition and construction of the Project; (i1) paying the Series 2009
A Notes; and (iii) paying certain costs of issuance and related costs not otherwise provided for,
or any all of such purposes, and the "Water Revenue Bonds, Series 2010 B (United States
Department of Agriculture)," are hereby authorized to be issued in the principal amount of not
more than $700,000, for the purpose of (i) financing a portion of the cost of the acquisition and
construction of the Project; (ii) paying the Series 2009 B Notes; and (iii) paying certain costs of
issuance and related costs not otherwise provided for.

Section 3.02.  Description of Bonds. A. The Series 2010 A Bonds shall be
issued in single form, numbered AR-1, only as a fully registered Bond in an original aggregate
principal amount to be prescribed in the Supplemental Resolution and shall be dated on the date
of delivery thereof. The Series 2010 A Bonds shall bear interest from date of delivery, payable
monthly at the rate not to exceed 2.75% per annum, which interest rate shall be prescribed in the
Supplemental Resolution and shall be sold for the par value thereof.

The Series 2010 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as provided
in the Bond form hereinafter set forth.

B. The Series 2010 B Bonds shall be issued in one or more series,
numbered BR-1, only as a fully registered Bond in an original aggregate principal amount to be
prescribed in the Supplemental Resolution and shall be dated on the date of delivery thereof.
The Series 2010 B Bonds shall bear interest from date of delivery, payable monthly at the rate
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not to exceed 2.75% per annum, which interest rate shall be prescribed in the SupplementaI
Resolution and shall be sold for the par value thereof.

The Series 2010 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as provided
in the Bond form hereinafter set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of Bonds.
The Series 2010 Bonds shall be and have all the qualities and incidents of a negotiable
instrument under the Uniform Commercial Code of the State of West Virginia, but the
Series 2010 Bonds, and the right to principal of and stated interest on the Series 2010 Bonds,
may only be transferred by transfer of the registration thereof upon the books required to be kept
pursuant to Section 3.04 hereof, by the party in whose name it is registered, in person or by
attorney duly authorized in writing, upon surrender of the Series 2010 Bonds for cancellation,
accompanied by delivery of a written instrument of transfer, duly executed in a form acceptable
to the Bond Registrar.

Whenever the Series 2010 Bonds shall be surrendered for registration of transfer,
the Issuer shall execute and deliver a new Bond or Bonds in authorized denominations, for a like
aggregate principal amount. The Bond Registrar shall require the payment by the new owner
requesting such transfer of any tax or other governmental charge required to be paid with respect
to such transfer, but the Issuer shall pay any other expenses incurred by the Bond Registrar with
respect to such transfer.

No registration of transfer of the Series 2010 Bonds shall be permitted to be made
after the 15th day next preceding any installment payment date on the Series 2010 Bonds.

Section 3.04. Bond Regisirar, The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration and
transfer of the Series 2010 Bonds, and, upon presentation for such purpose, the Bond Registrar
shall, under such reasonable regulations as it may prescribe, register the Series 2010 Bonds
initially issued pursuant hereto and register the transfer, or cause to be registered by its agent, on
such books, the transfer of the Series 2010 Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2010 Bonds for registration or transfer
only if ownership thereof is to be registered in the name of the Purchaser, an individual
(including joint ownership), a corporation, a partnership or a trust, and only upon receipt of the
social security number of each individual, the federal employer identification number of each
corporation or partnership or the social security numbers of the settlor and beneficiaries of each
trust and the federal employer identification number and date of each trust and the name of the
trustee of each trust and/or such other identifying number and information as may be required by
law. The Series 2010 Bonds shall initially be fully registered as to both principal and interest in
the name of the United States of America. So long as the Series 2010 Bonds shall be registered
in the name of the United States of America, the address of the United States of America for
registration purposes shall be National Finance Office, St. Louis, Missouri 63103, or such other
address as shall be stated in writing to the Tssuer by the United States of America.
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Section 3.05. Execution of Bonds. The Series 2010 Bonds shall be
executed in the name of the Issuer by the Mayor and its corporate seal shall be affixed thereto
and attested by the Recorder. In case any one or more of the officers who shall have signed or
sealed 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 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. The 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 3.06. Bonds_Mutilated, Destroved, Stolen or Lost. In case the
Series 2010 Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may in its
discretion issue and deliver a new Bond of like tenor as the Bonds so mutilated, destroyed,
stolen or lost, in exchange and substitution for such mutilated Bonds or i lieu of and
substitution for the Bonds destroyed, stolen or lost, and upon the holder's furnishing the Issuer
proof of his ownership thereof and complying with such other reasonable regulations and
conditions as the Issuer may require. The Series 2010 Bonds so surrendered shall be canceled
and held for the account of the Issuer. If the Series 2010 Bonds shall have matured or be about
to mature, instead of issuing a substitute Bond the Issuer may pay the same, and, if such Bond
be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledge of Gross Revenues; Lien Position with
respect to Prior Bonds. The payment of the debt service on the Series 2010 A Bonds shall be
secured by a first lien on the Gross Revenues derived from the System, on a parity with the Prior
Bonds. The Gross Revenues in an amount sufficient to pay the principal of and interest on and
other payments for the Bonds, and to make all other payments hereinafter set forth, are hereby
irrevocably pledged to such payments as they become due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the text of
the Series 2010 Bonds and the other details thereof shall be of substantially the following tenor,
with such omissions, insertions and variations as may be authorized or permitted hereby or by
any ordinance enacted after the date of enactment hereof and prior to the issuance thereof:

[Remainder of Page Intentionally Blank]
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(FORM OF SERIES 2010 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF WAR
WATER REVENUE BONDS, SERIES 2010 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

b
No. AR-1 Date: , 2010

FOR VALUE RECEIVED, the TOWN OF WAR (herein called "Borrower"}
promises to pay to the order of the United States of America (the "Government"), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of
DOLLARS (8 ), plus interest on the unpaid principal
balance at the rate of % per annum. The said principal and interest shall be paid in the
following installments on the following dates: Monthly installments of interest only,
commencing 30 days following delivery of the Bond and continuing on the corresponding day
of each month for the first 24 months after the date hereof, and § , covering principal and
interest, thereafter on said corresponding day of each month, except that the final installment
shall be paid at the end of 40 years from the date of this Bond, in the sum of the unpaid principal
and interest due on the date thereof, and except that prepayments may be made as provided
hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

1f the total amount of the loan is not advanced at the time of loan closing, the loan
shall be advanced to Borrower as requested by Borrower and approved by the Government and
interest shall accrue on the amount of each advance from its actual date as shown on the Record
of Advances attached hereto as a part hereof..

_Every payment made on any indebtedness evidenced by this Bond shall be applied
first to interest computed to the effective date of the payment and then to principal.

Prepayments of scheduled installments, or any portion thereof, may be made at
any time at the option of Borrower. Refunds and extra payments, as defined in the regulations
of the Government according to the source of funds involved, shall, after payment of interest, be
applied to the installments last to become due under this Bond and shall not affect the obligation
of Borrower to pay the remaining installments as scheduled herein.

T the Government at any time assigns this Bond and insures the payment thereof,
Borrower shall continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government to the
holder promptly or, except for final payment, be retained by the Government and remitted to the
holder on either a calendar quarter basis or an annual installment due date basis. The effective
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date of every payment made by Borrower, except payments retained and remitted by the
Govermment on an annual installment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the holder. The effective date
of any prepayment retained and remitted by the Government to the holder on an annual
installment due date basis shall be the date of the prepayment by Borrower and the Government
will pay the interest to which the holder is entitled accruing between the effective date of any
such prepayment and the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof or
to preserve or protect any security herefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan evidenced hereby, at the option of the
Government shall become a part of and bear interest at the same rate as the principal of the debt
evidenced hereby and be immediately due and payable by Borrower to the Government without
demand. Borrower agrees to use the loan evidenced hereby solely for purposes authorized by
the Government.

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere to
finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for loans for similar purposes
and periods of time.

This Bond is issued to (i) pay a portion of the costs of acquisition and construction
of certain extensions, additions, betterments and improvements to the existing public
waterworks system of the Issuer, (if) pay the Waterworks System Bond Anticipation Notes,
Series 2009 A Notes, (the “Series 2009 A Notes™); and (iii) to pay costs of issuance and related
costs.

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of
additions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable solely from the Gross Revenues to be derived from the operation of the
System. This Bond does not in any manner constitute an indebtedness of the Borrower within
the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person
or by his, her or its attorney duly authorized in writing, at the office of the Borrower, as Bond
Registrar, but only in the manner, subject to the limitations and upon payment of the charges, if
any, provided in the herein defined Ordinance and upon surrender and cancellation of this Bond.
Upon such transfer a new Bond or Bonds, of authorized denomination or denominations, for the
like principal amount, will be issued to the transferee in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginja, but may only be transferred by transfer of registration hereof with the Bond
Registrar.

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 8, Article 19 of the
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West Virginia Code, as amended (the "Act"), and an Ordinance of the Borrower duly enacted on
, 2010 as supplemented by Supplemental Resolution of the Issuer duly adopted on
2010, authorizing issuance of this Bond (collectively, the "Ordinance”).

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as
amended. This Bond shall be subject to the present regulations of the Government and to its
future regulations not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S: WATER
REVENUE BONDS, SERIES 2008 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED JUNE 26, 2008, IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$215,300 (THE “SERIES 2008 A BONDS” OR THE “PRIOR BONDS”); AND WATER
REVENUE BONDS, SERIES 2010 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED 2010, ISSUED IN THE AGGREGATE PRINCIPAL
AMOUNT OF § , (THE <“SERIES 2010 B BONDS”) ISSUED
SIMULTANEOUSLY HEREWITH.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOQF, the TOWN OF WAR has caused this Bond to be
executed by its Mayor and its corporate seal to be hereunto affixed or imprinted hereon and
attested by its Recorder, all as of the date hereinabove written.

TOWN OF WAR
[CORPORATE SEAL]

Mayor

War, West Virginia
ATTEST:
Recorder
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(D) $ (19)
@) (20)
3) (1)
@) (22)
() (23)
©) (24)
a) (25)
(8) (26)
©) 27)
(10) (28)
(i1) (29)
(12) (30)
(13) 1)
(14) (32)
(15) (33)
(i6) (34)
(17) (35)
(13) (36)
TOTAL §$
16
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(Form of Assignment)

ASSIGNMENT

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

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

Dated: , 20

In the presence of:
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(FORM OF SERIES 2010 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF WAR
WATER REVENUE BONDS, SERIES 2010 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$
No. BR-1 Date: , 2010

FOR VALUE RECEIVED, the TOWN OF WAR (herein called "Borrower")
promises to pay to the order of the United States of America (the "Government™), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of
DOLLARS (§ ), plus interest on the unpaid principal
balance at the rate of % per annum. The said principal and interest shall be paid in the
following installments on the following dates: Monthly installments of interest only,
commencing 30 days following delivery of the Bond and continuing on the corresponding day
of each month for the first 24 months after the date hereof, and § , covering principal and
interest, thereafter on said corresponding day of each month, except that the final installment
shall be paid at the end of 40 years from the date of this Bond, in the sum of the unpaid principal
and interest due on the date thereof, and except that prepayments may be made as provided
hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

Tf the total amount of the loan is not advanced at the time of loan closing, the loan
shall be advanced to Borrower as requested by Borrower and approved by the Government and
interest shall accrue on the amount of each advance from its actual date as shown on the Record
of Advances attached hereto as a part hereof.

Every payment made on any indebtedness evidenced by this Bond shall be applied
first to interest computed to the effective date of the payment and then to principal.

Prepayments of scheduled instaliments, or any portion thereof, may be made at
any time at the option of Borrower. Refunds and extra payments, as defined in the regulations
of the Government according to the source of funds involved, shall, after payment of interest, be
applied to the installments last to become due under this Bond and shall not affect the obligation
of Borrower to pay the remaining installments as scheduled herein.

If the Government at any time assigns this Bond and insures the payment thereof,
Borrower shall continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government to the
holder promptly or, except for final payment, be retained by the Government and remitted to the
holder on either a calendar quarter basis or an annual installment due date basis. The effective
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date of every payment made by Borrower, except payments refained and remitted by the
Government on an annual installment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the holder. The effective date
of any prepayment retained and remitted by the Government to the holder on an annual
installment due date basis shall be the date of the prepayment by Borrower and the Government
will pay the interest to which the holder is entitled accruing between the effective date of any
such prepayment and the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof or
to preserve or protect any security herefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan evidenced hereby, at the option of the
Government shall become a part of and bear interest at the same rate as the principal of the debt
evidenced hereby and be immediately due and payable by Borrower to the Government without
demand. Borrower agrees to use the loan evidenced hereby solely for purposes authorized by
the Government.

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere to
finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for loans for similar purposes
and periods of time.

This Bond is issued to (i) pay a portion of the costs of acquisition and construction
of certain extensions, additions, betterments and improvements to the existing public
waterworks system of the Issuer, (ii) pay the Waterworks System Bond Anticipation Notes,
Series 2009 B Notes (the “Series 2009 B Notes™); and (iii) pay costs of issuance and related
costs.

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of
additions, extensions and improvements to the waterworks system (the "System”) of the
Borrower, is payable solely from the Gross Revenues to be derived from the operation of the
System. This Bond does not in any manner constitute an indebtedness of the Borrower within
the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person
or by his, her or its attomey duly authorized in writing, at the office of the Borrower, as Bond
Registrar, but only in the manner, subject to the limitations and upon payment of the charges, if
any, provided in the herein defined Ordinance and upon surrender and cancellation of this Bond.
Upon such transfer a new Bond or Bonds, of authorized denomination or denominations, for the
like principal amount, will be issued to the transferee in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond,
Registrar.

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 8, Article 19 of the
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West Virginia Code, as amended (the "Act"), and a Ordinance of the Borrower duly adopted
, 2010 as supplemented by Supplemental Resolution duly adopted by the Issuer on
, 2010, authorizing issuance of this Bond (the "Ordinance").

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as
amended. This Bond shall be subject to the present regulations of the Government and to its
future regulations not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S: WATER
REVENUE BONDS, SERIES 2008 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED JTUNE 26, 2008, IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$215,300 (THE “SERTES 2008 A BONDS” OR THE “PRIOR BONDS”); AND SERIES 2010
A (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED 2010,
ISSUED IN THE AGGREGATE PRINCIPAL AMOUNT OF $ , (THE “SERIES
2010 A BONDS”) ISSUED SIMULTANEOUSLY HEREWITH.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOF, the TOWN OF WAR has caused this Bond to be
executed by its Mayor and its corporate seal to be hereunto affixed or imprinted hereon and
attested by its Recorder, all as of the date hereinabove written.

TOWN OF WAR
[CORPORATE SEAL]

Mayor

War, West Virginia
ATTEST:
Recorder
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
8 (19)
(2) (20)
(3) (21)
4 (22)
(3) (23)
(6) (24)
(D (25)
(8) (26)
9} (27)
(19) (28)
(11) (29)
(12) (30)
(13) (31)
(14) (32)
(15) (33)
(16) (34)
(17 (33)
(18) (36)

TOTAL $
22
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{Form of Assignment)

ASSIGNMENT

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

the within Bond and does hereby imevocably  constite and  appoint
, Attorney to transfer the said Bond on the books kept for

registration of the within Bond of the said Issuer with full power of substitution in the premises.

Dated: , 20

In the presence of:
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ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 4.01. Establishment of Funds and Accounts with Depository Bank. The
following special funds or accounts are created {or continued if created by Prior Ordinance) 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:

(1)  Revenue Fund (established by Prior Ordinance),

(2)  Renewal and Replacement Fund (established by Prior Ordinance); and

(3)  Project Construction Account.

Section 4.02.  Establishment of Funds and Accounts with Commission. The
following special funds or accounts are hereby created with and shall be held by the

Comumission separate and apart from all other funds or accounts of the Commission and the
Issuer and from each other:

(1)  Series 2008 A Bonds Sinking Fund (established by Prior Ordinance);
(2)  Series 2008 B Bonds Reserve Account (established by Prior Ordinance);
(3)  Series 2010 A Bonds Reserve Account; and

(4)  Series 2010 B Bonds Reserve Account.

Section 4.03. Bond Proceeds; Project Construction Account. The proceeds of
the sale of the Series 2010 Bonds shall be deposited upon receipt by the Issuer in the Project
Construction Account. The monies in the Project Construction Account in excess of the amount
insured by FDIC shall be secured at all times by the Depository Bank by securities or in a
manner lawful for the securing of deposits of State and municipal funds under West Virginia
law. Monies in the Project Construction Account shall be expended by the Issuer solely for the
purposes provided herein.

Monies in the Project Construction Account shall be used solely to pay the cost of
acquisition and construction of the Project upon vouchers and other documentation approved by
the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 2010 Bonds if there are not sufficient Gross Revenues to make such
monthly payment.
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Pending application as provided in this Section 4.03, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer, to
the extent possible in accordance with applicable law, in Qualified Investments.

When acquisition and construction of the Project has been completed and all costs
thereof have been paid or provision for such payment has been made, any balance remaining in
the Project Construction Account shall be disposed of in accordance with the regulations of the
Purchaser.

Section 4.04. Covenants of the Issuer as to System Revenues and Funds. So
long as any of the Series 2010 Bonds shall be outstanding and unpaid, or until there shall have
been set apart in the respective Series 2010 Bonds Reserve Account, a sum sufficient to pay,
when due or at the earliest practical prepayment date, the entire principal of the respective
Series 2010 Bonds remaining unpaid, together with interest accrued and to accrue thereon, the
Issuer further covenants with the Holders of the Series 2010 Bonds as follows:

A. REVENUE FUND. The entire Gross Revenues derived from
the operation of the System, and all parts thereof, and all Tap Fees
received, shall be deposited as collected by the Issuer in the Revenue
Fund. The Revenue Fund shall constitute a trust fund for the
purposes provided in the Ordinance 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 provided in the
Ordinance.

B.  DISPOSITION OF REVENUES. All Revenues at any time
on deposit in the Revenue Fund shall be disposed of only in the
following order and priority:

(1)  The Issuer shall first, each month, on or before the due date of
payment of each installment on the Series 2010 Bonds, transfer from
the Revenue Fund and simultaneously (i) beginning 30 days
following the Closing Date, remit to the National Finance Office, the
amounts required to pay the interest on the Series 2010 A Bonds.
Beginning on the 24th monthly anniversary of the Closing Date and
continuing on each monthly anniversary of the Closing Date
thereafter, the Issuer shall transfer from the Revenue Fund and remit
to the National Finance Office the amounts required to amottize the
interest on the Series 2010 A Bonds over the life of the Bond issue;
and (ii) beginning 30 days following the Closing Date, remit to the
National Finance Qffice, the amounts required to pay the interest on
the Series 2010 B Bonds. Beginning on the 24th monthly
anniversary of the Closing Date and continuing on each monthly
anniversary of the Closing Date thereafter, the Issuer shall transfer
from the Revenue Fund and remit to the National Finance Office the
amounts required to amortize the interest on the Series 2010 B Bonds
over the life of the Bond issue. All payments with respect to
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“principal of and interest the Series 2010 Bonds shall be made on an

equal pro rata basis in accordance with the respective aggregate
principal amounts thereof ocutstanding and on a parity with each
other.

(2) The Issuer shall first, each month, on or before the due date of
payment of each installment on the Prior Bonds and the Series 2010
Bonds, transfer from the Revenue Fund and simultaneously (i) remit
to the Commission the amount required by Prior Ordinance to pay
principal on the Prior Bonds; (ii) beginning on the 24th monthly
anniversary of the Closing Date and continuing on each monthly
anniversary of the Closing Date thereafter, the Issuer shall fransfer
from the Revenue Fund and remit to the National Finance Office the
amounts required to pay principal of the Series 2010 A Bonds over
the life of the Bond issue; and (iii) beginning on the 24th monthly
anniversary of the Closing Date and continuing on each monthly
anniversary of the Closing Date thereafter, the Issuer shall transfer
from the Revenue Fund and remit to the National Finance Office the
amounts required to pay principal of the Series 2010 B Bonds over
the life of the Bond issue. All payments with respect to principal of
and interest the Prior Bonds and the Series 2010 Bonds shall be
made on an equal pro rata basis in accordance with the respective
aggregate principal amounts thereof outstanding and on a parity with
each other.

(3)  The Issuer shall next, transfer from the Revenue Fund and
simultaneously remit (i) to the Commission the amount required by
Prior Ordinance for the Series 2008 A Reserve Account; (ii)
beginning on the date specified by the Purchaser, but in any event
not later than the 24th monthly anniversary of the Closing Date, and
continuing on each monthly anniversary of the Closing Date
thereafter, transfer from the Revenue Fund and remit to the
Commission for deposit into the Series 2010 A Bonds Reserve
Account, 10% of the monthly payment amount, calculated monthly,
until the amount in the Series 2010 A Bonds Reserve Account equals
the Minimum Reserve; provided that, no further payments shall be
made into the Series 2010 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 Minimum Reserve; and
(iii} beginning on the date specified by the Purchaser, but in any
event not later than the 24th monthly anniversary of the Closing
Date, and continuing on each monthly anniversary of the Closing
Date thereafier, transfer from the Revenue Fund and remit to the
Commission for deposit into the Series 2010 B Bonds Reserve
Account, 10% of the monthly payment amount, calculated monthly,
until the amount in the Series.2010 B Bonds Reserve Account equals
the Minimum Reserve; provided that, no further payments shall be
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made into the Series 2010 B 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 Minimum Reserve.
Monies in the respective Series 2010 Bonds Reserve Accounts shall
be used solely to make up any deficiency for monthly payments of
the principal of and interest on the Series 2010 Bonds to the National
Finance Office as the same shall become due or for prepayment of
installments on the Series 2010 Bonds, or for mandatory prepayment
of the Series 2010 Bonds as hereinafter provided, and for no other
purpose; provided, however, earnings from monies in the respective
Series 2010 Bonds Reserve Accounts, so long as the Series 2010
Bonds Reserve Requirement is on deposit and maintained therein,
shall be returned not less than once each year, by the Commission to
the Tssuer, to be deposited in the Revenue Fund.

{4)  The Issuer shall next, each month, pay from the Revenue Fund
the Operating Expenses of the System.

(5)  The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and remit to the Depository Bank for deposit
in the Renewal and Replacement Fund a sum equal to 2 1/2% of the
Gross Revenues each month, 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,
emergency repairs, improvements or extensions to the System;
provided, that any deficiencies in any Reserve Account (except to the
extent such deficiency exists because the required payments into
such account have not, as of the date of determination of a
deficiency, funded such account to the maximum extent required
hereof) shall be promptly eliminated with monies from the Renewal
and Replacement Fund.

(6)  After all the foregoing provisions for use of monies in the
Revenue Fund have been fully complied with, any monies remaining
therein and not permifted to be retained therein may be used to
prepay installments of the Prior Bonds and the Series 2010 Bonds,
pro rata, or for any lawful purpose.

Whenever the money in the Series 2010 A Bonds Reserve Account
shall be sufficient to prepay the Series 2010 A Bonds in full, it shall
be the mandatory duty of the Issuer, anything to the contrary herein
notwithstanding, to prepay the Series 2010 A Bonds at the earliest
practical date and in accordance with applicable provisions hereof.
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Whenever the money in the Series 2010 B Bonds Reserve Account
shall be sufficient to prepay the Series 2010 B Bonds in full, it shall
be the mandatory duty of the Issuer, anything to the contrary herein
notwithstanding, to prepay the Series 2010 B Bonds at the earliest
practical date and in accordance with applicable provisions hereof.

The Commission is hereby designated as the Fiscal Agent for the
administration of the Series 2010 Bonds Reserve Accounts as herein
provided, and all amounts required for the Series 2010 Bonds
Reserve Accounts will be deposited therein by the Issuer upon
transfers of funds from the Revenue Fund at the times provided
herein. If required by the Purchaser at anytime, the Issuer shall make
the necessary arrangements whereby required payments into said
account shall be automatically debited from the Revenue Fund and
electronically transferred to the Commission on the dates required
hereunder.

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 reserve account payments with
respect to the 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 Bond
Legislation.

The Revenue Fund and the Renewal and Replacement Fund shall
constitute frust funds and shall be used only for the purposes and in
the order provided herein, and until so used, the Purchaser shall have
a lien on a parity with the Prior Bonds thereon for further securing
payment of the Series 2010 Bonds and prior Bonds and the interest
thereon, but the Depository Bank shall not be a trustee as to such
funds.

If on any payment date the Revenues are insufficient to make the
payments and transfers as hereinabove provided, the deficiency shall
be made up in the subsequent payments and transfers in addition to
those which would otherwise be required to be made on the
subsequent payment dates.

Principal, interest 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 2010 Bonds, in accordance
with the respective principal amounts then Outstanding.

The Commission, at the direction of the Issuer, shall keep the monies
in the Series 2010 Bonds Reserve Accounts invested and reinvested
to the fullest extent possible in accordance with applicable law, and
to the extent practicable, in Qualified Investments having maturities

28




CH5425658

consonant with the required use thereof. Investments in any fund or
account under this Bond Legislation shall, unless otherwise provided
herein or required by law, be valued at the lower of cost or the then
current market value, or at the redemption price thereof if then
redeemable at the option of the holder, including value of accrued
interest and giving effect to the amortization of discount, or at par if
such investment is held by the "consolidated fund" managed by the
West Virginia Board of Treasury Investments. Any investment shall
be held in and at all times deemed a part of the fund or account in
which such monies were originally held, and interest accruing
thereon and any profit or loss realized from such investment shall be
credited or charged to the appropriate fund or account. Eamings
from monies in the Series 2010 Bonds Reserve Accounts, so long as
the Minimum Reserve is on deposit and maintained therein, shall be
returned not less than once each year, by the Commission to the
Issuer, to be deposited in the Revenue Fund.

C. CHANGE OF DEPOSITORY BANK. The Issuer may
designate another bank or trust company insured by FDIC as
Depository Bank if the Depository Bank should cease for any reason
to serve or if the Governing Body determines by resolution that the
Depository Bank or its successor should no longer serve as
Depository Bank. Upon any such change, the Governing Body will
cause notice of the change to be sent by registered or certified mail to
the Purchaser and the Holder of the Prior Bonds.

D. USER CONTRACTS. The Issuer shall, prior to delivery of
the Series 2010 Bonds, provide evidence that there will be at
least bona fide users upon the Project on completion, in full
compliance with the requirements and conditions of the Purchaser.

E. CHARGES AND FEES. The Issuer shall remit from the
Revenue Fund to the Commission or the Depository Bank such
additional sums as shall be necessary to pay the charges and fees of
the Commission or the Depository Bank then due.

F. INVESTMENT OF EXCESS BALANCES. The monies in
excess of the sum insured by FDIC in any of such funds or 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 of West Virginia.

G. REMITTANCES. All remittances made by the Issuer to the

Commission or the Depository Bank shall clearly identify the fund or
account into which each amount is to be deposited.

29




H. GROSS REVENUES. The Gross Revenues of the System
shall only be used for purposes of the System.
ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2010 Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Series 2010 Bonds Reserve
Accounts a sum sufficient to prepay the entire principal of the Series 2010 Bonds remaining
unpaid, together with interest accrued and to accrue thereon to the date of prepayment, the
covenants and agreements contained herein shall be and constitute valid and legally binding
covenants between the Issuer and the Holder of the Series 2010 Bonds.

Section 5.02. Rates. Prior to the issuance of the Series 20010 Bonds, rates
or charges for the use of the services and facilities of the System will be fixed and established,
all in the manner and form required by law, and a copy of such rates and charges so fixed and
established shall at all times be kept on file in the office of the Recorder of the Issuer, which
copy will be open to inspection by all interested parties. The schedule or schedules 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 and accounts
created hereunder. Such schedule or schedules of rates and charges shall be revised from time
to time, 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
Tssuer hereby covenants and agrees that the schedule or schedules 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 Jeast 115%
of the maximum amount required in any year for payment of principal of and interest 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, an amount equal to or in excess of the Reserve Requirement is on deposit in the respective
Series 2010 Bonds Reserve Accounts and any reserve accounts for obligations on a parity with
the Series 2010 Bonds are funded at least at the requirement therefor, such sum need only equal
110% of the maximum amount required in any year for payment of principal of and interest 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.

The Issuer hereby covenants to commence enactment of such ordinance or
ordinances as shall be required to increase the rates and charges for the services and facilities of
the System within 30 days following a determination of the Independent Certified Public
Accountant that less than the above-required coverage exists or in the event that the annual audit
report shows less than the above-required coverage, such increase to provide rates and charges
sufficient to produce such required coverage.

Section 5.03. Sale of the System. So long as the Prior Bonds are
outstanding, the Issuer shall not sell, lease, mortgage or in any manner dispose of or encumber
the System, or any part thereof, except as provided in the Prior Ordinances. The System will not
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be sold without the prior written consent of the Purchaser so long as the Series 2010 Bonds are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

Section 5.04. Issuance of Additional Parity Bonds or Obligations. So long
as the Series 2010 A Bonds or Series 2010 B Bonds are outstanding, no Parity Bonds shall be
issued at any time, however, unless there has been procured and filed with the Recorder a
wrilten statement by the Independent Certified Public Accountants, reciting the conclusion that
the Net Revenues for the Fiscal year following the vear in which such Parity Bonds are to be
issued shall be at least 120% of the average annual debt service requirements on the following:

(1) The Prior Bonds and the Bonds Outstanding;

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

(3)  The Parity Bonds then proposed to be issued.

No additional Parity Bonds or obligations payable out of any of the Revenues of
the System shall be issued, except with the prior written consent of the Purchaser.

So long as the Serics 2008 A Bonds are outstanding, no Parity Bonds shall be
issued at any time, however, unless and until there has been procured and filed with the
Recorder a written statement by Independent Certified Public Accountants, reciting the
conclusion that the Net Revenues actually derived, subject to the adjustment 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 additional Parity Bonds, plus the
estimated average increased annual Net Revenues to be received in each of the 3 succeeding
years after the completion of the improvements to be financed by such Parity Bonds, if any,
shall not be less than 115%, of the largest aggregate amount that will mature and become due in
any succeeding Fiscal Year for principal of and interest on the following:

(1)  The Bonds then Outstanding;

(2) Any additional Parity Bonds theretofore issved pursuant to the
provisions contained in the Prior Ordinances and this Bond
Legislation then Outstanding; and

(3) The additional Parity Bonds then proposed to be
issued.

The "estimated average increased annual Net Revenues to be received in each of
the 3 succeeding years," as that term is used in the computation provided in the above
paragraph, shall refer only to the increased Net Revenues estimated to be derived from the
improvements to be financed by such Parity Bonds and any increase in rates enacted by the
Issuer, the time for appeal of which shall have expired (without successful appeal) 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 Recorder prior to the issuance of such Parity Bonds.
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The Net Revenues actually derived from the System during the 12 consecutive
month period herein above referred to may be adjusted by adding to such Net Revenues such
additional Net Revenunes which would have been received, in the opinion of the Independent
Certified Public Accountants, as stated in a certificate, on account of increased rates, rentals,
fees and charges for the System enacted by the Issuer, the time for appeal of which has expired
{(without successful appeal) prior to the issuance of such Parity Bonds.

All covenants and other provisions of this Ordinance (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 theretofore or 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 account
created in this Ordinance required for and on account of such Parity Bonds, in addition to the
payments required for the Bonds theretofore issued pursuant to this Ordinance.

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and agrees
that it will, as an expense of construction, operation and maintenance of the System, procure,
carry and maintain, so long as the Series 2010 Bonds remain outstanding, insurance with a
reputable insurance carrier or carriers covering the following risks and in the following amounts:

(a) Fire, Lightning, Vandalism, Malicious  Mischief and
Extended Coverage Insurance, to be procured upon acceptance of
any part of the Project from the contractor, and immediately upon
any portion of the System now in use, on all above-ground structures
of the System and mechanical and electrical equipment in place or
stored on the site in an amount equal to the full insurable value
thereof. In the event of any damage to or destruction of any portion
of the System, the Issuer will promptly arrange for the application of
the insurance proceeds for the repair or recomstruction of such
damaged or destroyed portion. The Issuer will itself, or will require
each contractor and subcontractor o, obtain and maintain builder's
risk insurance to protect the interests of the Issuer during
construction of the Project in the full insurable value thereof.

(b)  Public Liability Insurance, with limits of not less than
$500,000 for one or more persons injured or killed in one accident to
protect the Issuer from claims for bodily injury and/or death, and not
less than $200,000 to protect the Issuer from claims for damage to
property of others which may arise from the operation of the System,
such insurance to be procured not later than the date of delivery of
the Series 2010 Bonds.

(c)  Vehicular Public Liability Insurance, in the event the Issuer
owns or operates any vehicle in the operation of the System, or in the
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event that any vehicle not owned by the Issuer is operated at any
time or times for the benefit of the Issuer, with limits of not less than
$500,000 for one or more persons injured or killed in one accident to
protect the Issuer from claims for bodily injury and/or death, and not
less than $200,000 to protect the Issuer from claims for damage to
property of others which may arise from such operation of vehicles,
such insurance to be procured prior to acquisition or commencement
of operation of any such vehicle for the Issuer.

(d) Workers' Compensation Coverage for All Employees of the
Town Eligible Therefor and Performance and Payment Bonds, such
bonds to be in the amounts of 100% of the construction contract, will
be required of each prime contractor, and such payment bonds have
been or will be filed with the Clerk of the County Commission of
said County prior to commencement of construction of the Project in
compliance with West Virginia Code Section 38-2-39. Workers'
compensation coverage shall be maintained as required by the laws
of the State of West Virginia.

(e) Flood Insurance to be procured, to the extent available at
reasonable cost to the Issuer, however, if the System is located in a
community which has been notified as having special flood or
mudslide prone areas, flood insurance must be obtained.

(f)  Fidelity Bonds will be provided as to every member of the
Governing Body and as to every officer and employee thereof having
custody of the Revenue Fund or of any revenues or other funds of the
Issuer in such amount as may be requested by the Purchaser from
time to time.

(g) Provided, however, and in lieu of and notwithstanding the
foregoing provisions of this Section, during construction of the
Project and so long as the Series 2010 Bonds or Prior Bonds are
outstanding, the Issuer will carry insurance and bonds or cause
insurance and bonds to be carried for the protection of the Issuer, and
during such construction will require each contractor and
subcontractor to carry insurance, of such types and in such amounts
as the Purchaser may specify, with insurance carriers or bonding
companies acceptable to the Purchaser.

Section 5.06. Statutory Mortgage Lien. So long as the Prior Bonds are
Outstanding, the Issuer shall not sell, mortgage, lease or otherwise dispose of or encumber the
System, or any part thereof, except as provided in the Prior Ordinance. Additionally, the System
will not be sold without the prior written consent of the Purchaser so long as the
Series 2010 Bonds are outstanding.

Section 5.07. Events of Default. Each of the following events is hereby
declared an "Event of Defanlt":
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(a) Failure to make payment of any monthly amortization
installment upon the Series 2010 Bonds at the date specified
for payment thereof;

(b)  Failure to duly and punctually observe or perform any of the
covenants, conditions and agreements on the part of the Issuer
contained in the Series 2010 Bonds or herein, or violation of
or failure to observe any provision of any pertinent law, and

(c). If default occurs with respect to the Prior Bonds or the Prior
Ordinance.

Section 5.08. Enforcement. 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, (iif) bring suit upon the Series 2010 Bonds, (iv) by action at law or bill in equity require
the Tssuer to account as if it were the trustee of an express trust for the Registered Owners of the
Series 2010 Bonds, and (v) by action or bill in equity enjoin any acts in violation of the Bond
Legislation with tespect to the Series 2010 Bonds, or the rights of such Registered Owners;
provided that, all rights and remedies of the Holders of the Series 2010 Bonds shall be on a
parity with those of the Holders of the Prior Bonds.

Any Registered Owner of the Bonds, by proper legal action, compel the
performance of the duties of the Issuer under this Bond Legislation and the Act, inclnding, 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 the Bonds shall, in addition to all other remedies or
rights, have the right by appropriate legal proceedings to obtain the appointment of a receiver to
~ administer the System or to complete the acquisition and construction of the Project on behalf of
the Tssuer, 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 and
the deposits into the funds and accounts hereby established, and to apply such rates, rentals,
fees, charges or other revenves in conformity with the provisions of this Bond Legistation and
the Act.

The receiver so appointed shall forthwith, directly or by his or her or its agents
and attorneys, enter into and upon and take possession of all facilities of said System and shall
hold, operate and maintain, manage and control such facilities, and each and every part thereof,
and in the name of the Issuer exercise all the rights and powers of the Issuer with respect to said
facilities as the Issuer itself might exercise.
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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 alldefaults 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 n
the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or otherwise
dispose of any assets of any kind or character belonging or pertaining to the System, but the
authority of such receiver shall be limited to the completion of the Project and the possession,
operation and maintenance of the System for the sole purpose of the protection of both the
Issuer and Registered Owners of such Bonds and the curing and making good of any Event of
Default with respect thereto under the provisions of this Bond Legislation, and the title to and
ownership of the System shall remain in the Issuer, and no court shall have any jurisdiction to
enter any order or decree permitting or requiring such receiver to sell, assign, mortgage or
otherwise dispose of any assets of the System.

Section 5.09. Fiscal Year; Budget. While the Series 2010 Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be
operated and maintained on a Fiscal Year basis commencing on July 1 of each year and ending
on the following June 30, which period shall also constitute the budget year for the operation
and maintenance of the System. Not later than 30 days prior to the beginning of each Fiscal
Year, the Issuer agrees to adopt the Annual Budget for the ensuing year, and no expenditures for
operation and maintenance expenses of the System in excess of the Annual Budget shall be
made during such Fiscal Year unless unanimously authorized and directed by the Governing
Body. Copies of each Annual Budget shall be delivered to the Purchaser by the beginning of
each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before the
15t day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month
until the adoption of the Annual Budget; provided, however, that no such monthly budget shall
exceed the budget for the corresponding month in the next year preceding by more than 10%;
and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current Expenses
shall be mailed immediately to the Purchaser.
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Section 5.10. Covenant to Proceed and Complete. The Issuer hereby
covenants to proceed as promptly as possible with the acquisition and construction of the Project
to completion thereof in accordance with the plans and specifications prepared by the
Consulting Engineer on file with the Recorder on the date of adoption hereof, subject to
permitted changes.

Section 5.11. Books and Records; Audits. 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 the Purchaser shall have the right at all reasonable times to nspect
the System and all records, accounts and data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said books, records and accounts of the
System to be properly audited by an independent competent firm of certified public accountants
and shall mail a copy of such audit report to the Purchaser. The Issuer shall further comply with
the Act with respect to such books, records and accounts.

Section $.12. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 2010 Bonds are outstanding.

Section 5.13. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the System within its boundaries or within the territory served
by it and will not grant or cause, consent to or allow the granting of any franchise, permit or
other authorization for any person, firm, corporation, public or private body, agency or
instrumentality whatsoever to provide any of the services supplied by the System within the
boundaries of the Issuer or within the territory served by the System.

ARTICLE VI
RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The initial
schedule of rates and charges for the services and facilities of the System, subject to change
consonant with the provisions hereof, shall be as set forth in a water rate ordinance of the Issuer
enacted March 7, 2010 as amended by Recommended Decision dated July 16, 2010 in Case No.
10-0534-W-MA of the Public Service Commission of West Virginia which rafes are
incorporated herein by reference as a part hereof.

B. There shall not be any discrimination or differential in rates between
customers in similar circumstances.

C. All delinquent fees, rates and charges for services or facilities of the System
shall be liens on the premises served of equal degree, rank and priority with the lien on such
premises of state, county, school and municipal taxes, as provided in the Act. The Issuer shall
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have all remedies and powers provided under the Act and other applicable provisions of law
with regard to the collection and enforcement of such fees, rates and charges.

D.  The Issuer will not render or cause to be rendered any free services of any
nature by the System nor any of the facilities; and in the event that the Issuer or any department,
agency, officer or employee thereof should avail itself or themselves of the services or facilities
of the System, the same fees, rates and charges applicable to other customers receiving like
services under similar circumstances shall be charged, such charges shall be paid as they accrue,
and revenues so received shall be deposited and accounted for in the same manner as other
Revenues of the System.

E. The Issuer may require any applicant for any service by the System to
deposit a reasonable and equitable amount to insure payment of all charges for the services
rendered by the System, which deposit shall be handled and disposed of under the applicable
rules and regulations of the Public Service Commission of West Virginia.

F. The Issuer, to the extent permitted by law, will not accept payment of any
water bill from a customer served with water and sewer services by the Issuer without payment
at the same time of a sewer bill owed by such customer for the same premises.

ARTICLE VII
MISCELLANEOUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2010 Bonds, the principal of and interest due or to
become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 2010 Bonds, the pledge of Gross Revenues and other
monies and securities pledged under this Bond Legislation and all covenants, agreements and
other obligations of the Issuer to the Registered Owner of the Series 2010 Bonds, shall
thereupon cease, terminate and become void and be discharged and satisfied.

Except through such direct payment to the Holder of the Series 2010 Bonds, the
Issuer may not defease the Series 2010 Bonds or otherwise provide for payment thereof by
escrow or like manner.

Section 7.02. Modification or Amendment. Prior to issuance of the Series
2010 Bonds, this Ordinance may be amended or supplemented in any way by ordinance or
resolution. Following issuance of the Series 2010 Bonds, no modification or amendment of this
Ordinance, or any ordinance or resolution amendatory hereof or supplemental hereto, shall be
made without the prior written consent of the Purchaser.

Section 7.03. Delivery of Bonds. The Mayor is hereby authorized and
directed to cause the Series 2010 Bonds, hereby awarded to the Purchaser pursuant to prior
agreement, to be delivered to the Purchaser as soon as the Purchaser will accept such delivery.
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Section 7.04. Severability of Invalid Provisions. If any one or more of the
covenants, agreements or provisions hereof should be held contrary to any express provision of
law or contrary to the policy of express law, although not expressly prohibited, or against public
policy, or shall for any reason whatsoever be held invalid, then such covenants, agreements or
provisions shall be null and void and shall be deemed severable from the remaining covenants,
agreements or provisions hereof, and shall in no way affect the validity of all the other
provisions hereof or the Series 2010 Bonds.

Section 7.05.  Conflicting Provisions Repealed.  Except for the Prior
Ordinance, all ordinances, resolutions and orders, or parts thereof, in conflict with the provisions
hereof are, to the extent of such conflicts, hereby repealed; provided that this section shall not be
applicable to the Loan Resolution (Form FmHA 442-47).

Section 7.06. Table of Contents and Headings. The Table of Contents and
headings of the articles, sections and subsections hereof are for convenience only and shall
neither control nor affect in any way the meaning or construction of any of the provisions
hereof.

Section 7.07. Covenant of Due Procedure, Efc. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to happen, to be performed or to be
taken precedent to and in the adoption and enactment of this Ordinance 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 Mayor, Recorder and members of the Governing Body were at
all times when any actions in connection with this Ordinance occurred and are duly in office and
duly qualified for such office.

Section 7.08. Statutory Notice and Public Hearing. Upon adoption hereof,
an abstract of this Bond Legislation, determined by the Council to contain sufficient information
as to give notice of the contents hereof, shall be published once a week for two successive
weeks within a period of fourteen consecutive days, with at least six full days intervening
between each publication, in Welch Daily News being qualified newspapers of general
circulation in the Town of War, no newspaper being published therein, together with a notice
stating that this Ordinance has been adopted, and that the Issuer contemplates the issuance of the
Bonds, and that any person interested may appear before the Council upon a date certain, not
less than ten days subsequent to the date of the first publication of the said absiract and notice
and not prior to the last date of such publication, and present protests, and that a certified copy
of the Ordinance is on file in the office of the Recorder of the Issuer for review by interested
parties during regular office hours. At such hearing, all objections and suggestions shall e heard
and the Council shall take such action as it shall deem proper in the premises.

[Remainder of Page Intentionally Blank]
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Section 7.09. Effective Time. This Bond Legislation shall take effect following
public hearing hereon in accordance with the Act.

Passed on First Reading: October 20, 2010
Passed on Second Reading: November 17, 2010

Passed on Final Reading
Following Public Hearing: December 15, 2010

Fhprnart O o0

Mayor
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CERTIFICATION

Certified a true copy of an Ordinance duly enacted by the Council of the TOWN
OF WAR on the 15th day of December, 2010.

Dated: January 27, 2011.

[SEAL) '
| _ﬁﬁw Doz
Recordef 0 d
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entitled:

CH5425644

TOWN OF WAR

Water Revenue Bonds, Series 2011 B
(United States Department of Agriculture)

SECOND SUPPLEMENTAL RESOLUTION

SECOND SUPPLEMENTAL RESOLUTION MAKING
PROVISIONS AS TO PRINCIPAL AMOUNT, DATE, MATURITY
DATE, REDEMPTION PROVISION, INTEREST RATE, INTEREST
AND PRINCIPAL PAYMENT DATES, SALE PRICE AND OTHER
TERMS OF THE WATER REVENUE BONDS, SERIES 2011 B OF
THE TOWN OF WAR, AND MAKING OTHER PROVISIONS A5
TO THE BONDS.

PHASE III

WHEREAS, the council (the “Governing Body”) of the Town of War (the “Issuer”) has
duly and officially adopted and enacted a bond ordinance, December 15, 2010 (the “Bond Ordinance™),

ORDINANCE AUTHORIZING THE PAYMENT OF THE
WATERWORKS SYSTEM DESIGN BOND ANTICPATION
NOTES, SERIES 2009 A, THE PAYMENT OF THE WATERWORKS
SYSTEM DESIGN BOND ANTICPATION NOTES, SERIES 2009 B
AND THE ACQUISITION AND CONSTRUCTION OF CERTAIN
ADDITIONS, IMPROVEMENTS AND EXTENSIONS TO THE
EXISTING WATERWORKS SYSTEM OF THE TOWN OF WAR,
AND THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED THEREOF, THROUGH THE ISSUANCE BY THE
TOWN OF NOT MORE THAN $1,500,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2010 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), AND THROUGH THE ISSUANCE BY THE
TOWN OF NOT MORE THAN §$700,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2010 B (UNITED STATES DEPARTMENT OF
AGRICULTURE); DEFINING AND PRESCRIBING THE TERMS
AND PROVISIONS OF THE BONDS; PROVIDING GENERALLY
FOR THE RIGHTS AND REMEDIES OF AND SECURITY FOR
THE HOLDER OF THE BONDS; AND PROVIDING WHEN THIS
ORDINANCE SHALL TAKE EFFECT




WHEREAS, capitalized terms used herein and not otherwise defined herein shall have
the same meaning set forth in the Bond Ordinance when used herein;

WHEREAS, the Bond Ordinance provides for the issuance of Water Revenue Bonds,
Series 2011 B, of the Issuer (the “Series 2011 B Bonds™), in an aggregate principal amount not to exceed
$700,000, and has authorized the execution and delivery of the documents relating to the Bonds, all in
accordance with Chapter 8, Article 19 of the West Virginia Code of 1931, as amended (collectively, the
“Act”);

WHEREAS, the Governing Body deems it essentjal and desirable that this supplemental
resolution (the “Supplemental Resolution™) be adopted;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF THE
TOWN OF WAR:

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

A. Water Revenue Bonds, Series 2011 B (United States Department of Agriculture),
of the Issuer, originally represented by a single Bond, numbered BR-1 in the principal amount of
$400,000 The Series 2011 B Bonds shall be dated the date of delivery thereof, shall bear interest at the
rate of 2.5% per annum, interest only payable in monthly installments for the first 12 months
commencing 30 days following delivery of the Series 2011 B Bonds and continuing on the corresponding
day of each month and, thereafter, principal and interest are payable in monthly installments of $1,360 on
the corresponding day of each month, except that the final installment shall be paid at the end of forty
(40) years from the date of the Series 2011 B Bonds, in the sum of the unpaid principal and interest due
on the date thereof, except that prepayments may be made as heremafter provided and as provided in the
Series 2011 B Bonds, all such payments to be made at the National Finance Office, St. Louis, Missouri
63103, or at such other place as the Purchaser may designate after issnance of the Series 2011 B Bonds.
Prepayments of scheduled installments, or any portion thereof, may be made at any time at the option of
the Issuer.

Section 2. The Mayor and the Recorder are hereby authorized and directed to execute
and deliver such other documents and certificates required or desirable in connection with the Bonds
hereby and by the Bond Ordinance approved and provided for, to the end that the Bonds may be delivered
on or about January 27, 2011, to the Purchaser.

Section 3. The Issuer does hereby appoint and designate Pioneer Community
Bank, Jaeger, West Virginia, to sexrve as Depository Bank under the Bond Ordinance.

Section 4. The payment of the Prior Notes and the acquisition and construction of
the Project and the financing thereof in part with the proceeds of the Bonds are in the public interest,
serve a public purpose of the Issuer and will promote the health, welfare and safety of the residents of the
Issuer.

Section 5. The Issuer hereby approves and accepts all contracts relating to the
financing, acquisition and construction of the Project.
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Section 6.  Series 2011 B Bonds proceeds in the amount of $119,916.45 shall be
deposited with United Bank, Inc. to pay the outstanding principal balance of and all accrued interest on
the Tssuer’s Waterworks Design Bond Anticipation Notes, Series 2009 B (the “Series 2009 B Notes”) at
Closing.

Section 7. The cost of the Project is estimated not to exceed $1,467,300, of which
$400,000 will be obtained from proceeds of the Series 2011 B Bonds and $1,067,300 as a grant from the

Purchaser.

Section §. This Second Supplemental Resolution shall be effective immediately
following adoption hereof.

[Remainder of Page Intentionally Blank]
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Adopted this 19th day of January, 2011.

Fhrmar LMot s

Mayor

CH5425644



CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Council of the
Town of War on the 19th day of January, 2011.

Dated: January 27, 2011.

[SEAL] \p..-a,a Al ﬂ{ | /g

Recordeﬁ § %

939100.00006
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SPECIMEN

IS

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF WAR
WATER REVENUE BONDS, SERIES 2011 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$400,000

No. BR-1 Date: fanuary 27,2011

FOR VALUE RECEIVED, the TOWN OF WAR (herein called "Borrower'")
promises to pay to the order of the United States of America (the "Government"), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of FOUR
HUNDRED THOUSAND DOLLARS ($400,000), plus interest on the unpaid principal balance
at the rate of 2.5% per annum. The said principal and interest shall be paid in the following
installments on the following dates: Monthly instailments of interest only, commencing 30 days
following delivery of the Bond and continuing on the corresponding day of each month for the
first 24 months after the date hereof, and $1,360, covering principal and interest, thereafter on
said corresponding day of each month, except that the final installment shall be paid at the end
of 40 years from the date of this Bond, in the sum of the unpaid principal and interest due on the
date thereof, and except that prepayments may be made as provided hereinbelow. The
consideration herefor shall support any agreement modifying the foregoing schedule of
payments.

If the total amount of the loan is not advanced at the time of loan closing, the loan
shall be advanced to Borrower as requested by Borrower and approved by the Government and
interest shall accrue on the amount of each advance from its actual date as shown on the Record
of Advances attached hereto as a part hereof.

Every payment made on any indebtedness evidenced by this Bond shall be applied
first to interest computed to the effective date of the payment and then to principal.

Prepayments of scheduled installments, or any portion thereof, may be made at
any time at the option of Borrower. Refunds and extra payments, as defined in the regulations
of the Government according to the source of funds involved, shall, after payment of inferest, be
applied to the installments last to become due under this Bond and shall not affect the obligation
of Borrower to pay the remaining installments as scheduled herein.

If the Government at any time assigns this Bond and insures the payment thereof,
Borrower shail continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government to the
holder promptly or, except for final payment, be retained by the Government and remiited to the
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holder on either a calendar quarter basis or an annual installment due date basis. The effective
date of every payment made by Borrower, except payments retained and remitted by the
Government on an annual installment due date basis, shall be the date of the Unjted States

Treasury check by which the Government remits the payment to the holder. The effective date

of any prepayment retained and remitted by the Government to the holder on an annual
installment due date basis shall be the date of the prepayment by Borrower dnd the Government
will pay the interest to which the holder is entitled accruing between the effective date of any
such prepayment and the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof or
to preserve or protect any security herefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan evidenced hereby, at the option of the
Government shall become a part of and bear interest at the same rate as the principal of the debt
evidenced hereby and be immediately due and payable by Borrower to the Government without
demand. Borrower agrees to use the loan evidenced hereby solely for purposes authorized by
the Government.

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere to
finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for loans for similar purposes
and periods of time.

This Bond is issued to (i) pay a portion of the costs of acquisition and construction
of certain extensions, additions, betterments and improvements to the existing public
waterworks systern of the Issuer, (ii} pay the Waterworks System Bond Anticipation Notes,
Series 2009 B Notes (the “Series 2009 B Notes™); and (iii) pay costs of issuance and related
costs,

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of
additions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable solely from the Gross Revenues to be derived from the operation of the
System. This Bond does not in any manner constitute an indebtedness of the Borrower within
the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person
or by his, her or its attorney duly authorized in writing, at the office of the Borrower, as Bond
Registrar, but only in the manner, subject to the limitations and upon payment of the charges, if
any, provided in the herein defined Ordinance and upon surrender and cancellation of this Bond.
Upon such transfer a new Bond or Bonds, of authorized denomination or denominations, for the
like principal amount, will be issued to the transferee in exchange herefor.

- This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar. : :



This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 8, Article 19 of the
West Virginia Code, as amended (the "Act"), and a Ordinance of the Borrower duly adopted
December 15, 2010 as supplemented by Supplemental Resolution duly adopted by the Issuer on
January 19, 2011, authorizing issuance of this Bond (the "Ordinance").

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as
amended. This Bond shall be subject to the present regulations of the Government and fo ifs
future regulations not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S: WATER
REVENUE BONDS, SERIES 2008 A (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED JUNE 26, 2008, IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$215,300 (THE “SERIES 2008 A BONDS” OR THE “PRIOR BONDS™); AND SERIES 2011
A (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JANUARY 27, 2011,
ISSUED IN THE AGGREGATE PRINCIPAL AMOUNT OF $1,100,000, (THE “SERIES 2011
A BONDS”) ISSUED SIMULTANEOUSLY HEREWITH.

[Remainder of Page Intentionally Blank]




IN WITNESS WHEREOF, the TOWN OF WAR has caused this Bond to be
executed by its Mayor and its corporate seal to be hereunto affixed or imprinted hereon and
attested by its Recorder, all as of the date hereinabove written.

TOWN OF WAR

[CORPORATE SEAL] é;%m
‘ 7y,
Mayor £ ifj};?z @

11701 Hwy 16
War, West Virginia 24892

ATTEST:

(g} SIS
- %&?ﬁﬁ



EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $157,133.08 Janvary 27, 2011 (19
(2) (20)
(3) (1)
) (22)
() (23)
(6) (24)
(7) (23)
(8) (26)
JO) (27)
(10) (28)
(10) (29)
(12) (30)
(13) 31
(14) (32)
(15) (33)
(16) (34)
(17 35)
(18) (36)
TOTAL $



(Form of Assignment)

ASSIGNMENT

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

the  within  Bond and does hereby imevocably  constitute  and appoint

. Attorney to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with full power of substitution in the premises.

Dated: ,20

In the presence of:
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