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GAULEY RIVER PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION OF CERTAIN IMPROVEMENTS AND

EXTENSIONS TO THE EXISTING PUBLIC WATER FACILITIES OF

GAULEY RIVER PUBLIC SERVICE DISTRICT AND THE

FINANCING OF THE COST THEREOF, NOT OTHERWISE

PROVIDED, THROUGH THE ISSUANCE BY THE DISTRICT OF NOT

MORE THAN $1,839,000 IN AGGREGATE PRINCIPAL AMOUNT OF

WATER REVENUE BONDS, SERIES 2012 A (UNITED STATES

DEPARTMENT OF AGRICULTURE); PROVIDING FOR THE RIGHTS

AND REMEDIES OF AND SECURITY FOR THE REGISTERED

OWNERS OF SUCH BONDS; AUTHORIZING THE SALE AND

PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH BONDS

AND ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF GAULEY RIVER

PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Definitions The following terms shall have the following

meanings herein unless the context expressly requires otherwise:

“Act” means Chapter 16, Article 13A of the Code of West Virginia, 1931,

as amended and in effect on the date of adoption of this Resolution.

“Bond Registrar” means the Issuer, which shall so serve by the Secretary of

the Issuer.

“Bonds” means, collectively, the Series 2012 A Bonds, the Prior Bonds and

any Parity Bonds hereafter issued within the terms, restrictions and conditions contained

in this Resolution.
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“Chairperson” means the Chairperson of the Governing Body of the Issuer

or any temporary Acting Chairperson duly elected by the Governing Body.

“Closing Date” means the date upon which there is an exchange of the

Series 2012 A Bonds for all or a portion of the proceeds of the Series 2012 A Bonds.

“Commission” means the West Virginia Municipal Bond Commission or

any other agency of the State that succeeds to the functions of the Commission.

“Consulting Engineers” means Pentree, Incorporated, Princeton. West

Virginia, or any engineer or firm of engineers, licensed by the State, which shall at any

time hereafter be retained by the Issuer as Consulting Engineers for the System in

accordance with Chapter 5G, Article 1 of the Code of West Virginia, 1931, as amended.

“Costs” or “Costs of the Project” means those costs described in Section

1 .03E hereof to be a part of the cost of acquisition and construction of the Project.

“Depository Bank” means the bank or banks designated as such in the

Supplemental Resolution and any successors and assigns, which shall be a member of

FDIC.

“Depreciation Account” means the Depreciation Account established by the

Prior Resolutions and continued by Section 5.01 hereof.

“IFDIC” means the Federal Deposit Insurance Corporation and any

successor to the functions thereof.

“First Lien Bonds” means, collectively, the Series 1986 A Bonds, the Series

1993 Bonds, the Series 1997 A Bonds, the Series 1997 B Bonds, the Series 2005 A

Bonds, the Series 2007 A Bonds and Series 2010 A Bonds, all as hereinafter defmed.

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

“Governing Body” or “Board” means the public service board of the Issuer,

as is now or may hereafter be constituted.

“Government” means the United States of America, United States

Department of Agriculture, Rural Utilities Service, which is expected to be the original
purchaser of the Series 2012 A Bonds.
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“Government Obligations” means direct obligations of, or obligations the

timely payment of the principal of and interest on which is guaranteed by, the United

States of America.

“Gross Revenues” means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defmed, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and

reasonable provision for uncollectible accounts; provided, that “Gross Revenues” does

not include any gains from the sale or other disposition of, or from any increase in the

value of, capital assets (including Qualified Investments, as hereinafter defmed) or any

Tap Fees, as hereinafter defmed.

“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 Gauley River Public Service District, a public service

district, public corporation and political subdivision of the State in Fayette County,
operating the System in Fayette, Nicholas and Clay Counties, West Virginia, and

includes the Governing Body.

“Letter of Conditions” means, collectively, the Letter of Conditions from

the Government dated May 1, 2009, and all amendments thereto.

“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, maintenance and operation of the System as hereinafter defmed and includes,
without limiting the generality of the foregoing, administrative, engineering, legal,
auditing and insurance expenses, fees and expenses of fiscal agents, depository banks,

registrars, paying agents and trustees, other than those capitalized as part of the Costs,

payments to pension or retirement funds, taxes and such other reasonable operating costs

and expenses as should normally and regularly be included under generally accepted
accounting principles; provided, that “Operating Expenses” does not include payments on

account of the principal of or redemption premium, if any, or interest on the Bonds,

charges for depreciation, losses from the sale or other disposition of, or from any
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decrease in the value of, capital assets, amortization of debt discount or such

miscellaneous deductions as are applicable to prior accounting periods.

“Outstanding,” when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered

except (i) any Bond canceled by the Bond Registrar at or prior to said date; (ii) any Bond

for the payment of which moneys, equal to its principal amount and redemption
premium, if applicable, with interest to the date of maturity or redemption shall be in trust

hereunder and set aside for such payment (whether upon or prior to maturity); (iii) any

Bond deemed to have been paid as provided in Section 10.01 hereof; and (iv) for

purposes of consents, notices or other action by a specified percentage of Registered
Owners, any Bonds registered to the Issuer.

“Parity Bonds” means the Parity Bonds issued under the provisions and

within the limitations prescribed by Section 7.07 hereof.

“Prior Bonds” means, collectively, the Issuer’s (i) Waterworks Revenue

Bonds, Series 1986, dated May 9, 1986, issued in the original principal amount of

$123,230; (ii) Supplemental Subordinate Waterworks Revenue Bonds, Series 1986, dated

May 9, 1986, issued in the original principal amount of $61,350; (iii) Water Revenue

Bonds, Series 1993, dated March 17, 1993, issued in the original principal amount of

$1,600,000; (iv) Water Revenue Bonds, Series 1997 A, dated June 26, 1997, issued in the

original principal amount of $414,000; (v) Water Revenue Bonds, Series 1997 B, dated

June 26, 1997, issued in the original principal amount of $57,000; (vi) Water Revenue

Bonds, Series 2005 A, dated November 2, 2005, issued in the original principal amount

of $1,623,000; (vii) Water Revenue Bonds, Series 2007 A, dated November 13, 2007,
issued in the original principal amount of $354,818; and Water Revenue Bonds, Series

2010 A (United States Department of Agriculture), dated March 25, 2010, issued in the

original principal amount of $2,150,000.

“Prior Resolutions” means, collectively, the resolutions of the Issuer

adopted April 30, 1986, March 17, 1993, June 26, 1997, October 31, 2005, November 13,

2007, and March 23, 2010, authorizing the Prior Bonds.

“Project” means the acquisition and construction of certain extensions,

additions, betterments and improvements to the System, a description of which is

attached hereto as Exhibit A and incorporated herein by reference.

“PSC” means the Public Service Commission of West Virginia and any

successor to the functions thereof.
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“PSC Order” means, collectively, the final order or orders of the PSC,

granting the Issuer a certificate of convenience and necessity to construct the Project and

approving the financing for the Project and the rates of the System.

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

(a) Government Obligations;

(b) Government Obligations which have been stripped of their

unmatured interest coupons, interest coupons stripped from Government Obligations, and

receipts or certificates evidencing payments from Government Obligations or interest

coupons stripped from Government Obligations;

(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;

(e) Time accounts (including accounts evidenced by time certificates of

deposit, time deposits or other similar banking arrangements) which, to the extent not

insured by the FDIC or Federal Savings and Loan Insurance Corporation, shall be

secured by a pledge of Government Obligations, provided, that said Government

Obligations pledged either must mature as nearly as practicable coincident with the

maturity of said time accounts or must be replaced or increased so that the market value

thereof is always at least equal to the principal amount of said time accounts;

(fT) Money market funds or similar funds whose only assets are

investments of the type described in paragraphs (a) through (e) above;

(g) Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (e) above, with banks or national banking
associations which are members of FDIC or with government bond dealers recognized as
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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 owner of

such repurchase agreement shall have a prior perfected security interest in the collateral

therefor; must have (or its agent must have) possession of such collateral; and such

collateral must be free of all claims by third parties;

(h) The West Virginia “consolidated fund” managed by the

West Virginia Board of Treasury Investments pursuant to Chapter 12, Article 6C of the

Code of West Virginia, 1931, as amended; and

(i) Obligations of states or political subdivisions or agencies thereof, the

interest on which is excluded from gross income for federal income tax purposes, and

which are rated at least “A” by Moody’s Investors Service, Inc. or Standard & Poor’s

Corporation.

“Registered Owner” or any similar term whenever used herein with respect
to an outstanding Bond or Bonds, means the person in whose name such Bond is

registered.

“Renewal and Replacement Fund” means the Renewal and Replacement
Fund established by the Prior Resolutions and continued by Section 5.01 hereof.

“Reserve Accounts” means, collectively, the respective reserve accounts of

the Series 2012 A Bonds and the Prior Bonds.

“Reserve Requirements” means, collectively, the respective reserve

requirements of the Series 2012 A Bonds and the Prior Bonds.

“Resolution” means this Bond Resolution and all orders and resolutions

supplemental hereto or amendatory hereof.

“Revenue Fund” means the Revenue Fund established by the Prior

Resolutions and continued by Section 5.01 hereof.

“Seèretary” means the Secretary of the Governing Body of the Issuer.
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“Series 1986 A Bonds” means the Issuer’s Waterworks Revenue Bonds,

Series 1986, dated May 9, 1986, issued in the original principal amount of $123,230.

“Series 1986 B Bonds” means the Issuer’s Supplemental Subordinate

Waterworks Revenue Bonds, Series 1986, dated May 9, 1986, issued in the original
principal amount of $61,350.

“Series 1993 Bonds” means the Issuer’s Water Revenue Bonds, Series

1993, dated March 17, 1993, issued in the original principal amount of $1,600,000.

“Series 1997 A Bonds” means the Issuer’s Water Revenue Bonds, Series

1997 A, dated June 26, 1997, issued in the original principal amount of $414,000.

“Series 1997 B Bonds” means the Issuer’s Water Revenue Bonds, Series

1997 B, dated June 26, 1997, issued in the original principal amount of $57,000.

“Series 2005 A Bonds” means the Issuer’s Water Revenue Bonds, Series

2005 A, dated November 2, 2005, issued in the original principal amount of $1,623,000.

“Series 2007 A Bonds” means the Water Revenue Bonds, Series 2007 A

(West Virginia Infrastructure Fund), dated November 13, 2007, issued in the original
principal amount of $354,818.

“Series 2010 A Bonds” means the Water Revenue Bonds, Series 2010 A

United States Department of Agriculture), dated March 25, 2010, issued in the original
principal amount of $2,150,000.

“Series 2012 A Bonds” means the Water Revenue Bonds, Series 2012 A

(United States Department of Agriculture), of the Issuer, authorized to be issued hereby.

“Series 2012 A Bonds Construction Trust Fund” means the Series 2012 A

Bonds Construction Trust Fund established by Section 5.01 hereof.

“Series 2012 A Bonds Reserve Account” means the Series 2012 A Bonds

Reserve Account established by Section 5.02 hereof.

“Series 2012 A Bonds Reserve Requirement” means, as of any date of

calculation, the maximum amount of principal and interest which will become due on the

Series 2012 A Bonds in the then current or any succeeding year.

{C1799787.1)

7



“Series 2012 A Bonds Sinking Fund” means the Series 2012 A Bonds

Sinking Fund established by Section 5.03A(2) hereof.

“Sinking Funds” means, collectively, the respective sinking funds of the

Series 2012 A Bonds and the Prior Bonds.

“State” means the State of West Virginia.

“Supplemental Resolution” means any resolution of the Issuer

supplementing or amending this Resolution and, when preceded by the article “the,”
refers specifically to the Supplemental Resolution authorizing the sale of the Series 2012

A Bonds; provided, that any matter intended by this Resolution to be included in the

Supplemental Resolution with respect to the Series 2012 A Bonds and not so included

may be included in another Supplemental Resolution.

“Surplus Revenues” means the Net Revenues not required by this

Resolution to be set aside and held for the payment of or security for the Series 2012 A

Bonds and the Prior Bonds, including the Sinking Funds, the Reserve Accounts, the

Renewal and Replacement Fund and the Depreciation Account.

“System” means the complete public service properties of the Issuer for the

diversion, development, pumping, impounding, treatment, storage, distribution or

furnishing of water to or for the public for industrial, public, private or other uses as

presently existing in its entirety or any integral part thereof, and shall include the Project
and any additions, improvements and extensions thereto hereafter constructed or acquired
for the System from any sources whatsoever.

“Tap Fees” means the fees, if any, paid by prospective customers of the

System in order to connect thereto.

Additional terms and phrases are defmed in this Resolution as they are

used. Words importing singular number shall include the plural number in each case and

vice versa; words importing persons shall include firms and corporations; and words

importing the masculine, feminine or neutral gender shall include any other gender; and

any requirement for execution or attestation of the Bonds or any certificate or other

document by the Chairperson or the Secretary shall mean that such Bonds, certificate or

other document may be executed or attested by an Acting Chairperson or Acting
Secretary.
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Section 1.02. Authority f~ ~ Resolution This Resolution is adopted

pursuant to the provisions of the Act and other applicable provisions of law.

Section 1.03. Findings It is hereby found, determined and declared as

follows:

A. The Issuer is a public service district, public corporation and

political subdivision of the State in Fayette County of said State. The Issuer presently
owns and operates a public water system in Fayette, Nicholas and Clay Counties.

However, the Issuer deems it necessary and desirable for the health, welfare and safety of

the inhabitants of the Issuer that there be acquired and constructed the Project, in

accordance with the plans and specifications prepared by the Consulting Engineer, which

plans and specifications have been approved by the Government and the Issuer.

B. The Issuer intends to permanently fmance a portion of the costs of

acquisition and construction of the Project through the issuance of its revenue bonds to

the Government.

C. The estimated maximum cost of acquisition and construction of the

Project is $3,235,000, of which $1,839,000 will be obtained from the Series 2012 A

Bonds and $1,396,000 will be obtained from a grant from the Government.

D. The estimated revenues to be derived in each year after completion
of the Project from the operation of the System will be sufficient to pay all Operating
Expenses of the System, the principal of and interest on the Prior Bonds and the Series

2012 A Bonds and to make payments into all funds and accounts provided for in this

Resolution and the Prior Resolutions.

E. It is deemed necessary for the Issuer to issue the Series 2012 A

Bonds in the aggregate principal amount of not more than $1,839,000, to permanently
finance a portion of the costs of acquisition and construction of the Project. Such costs

shall be deemed to include the cost of acquisition or construction of any public service

properties and any improvements and extensions thereto, the cost of all property rights,
easements and franchises deemed necessary or convenient therefor; interest on the Series

2012 A Bonds prior to and during acquisition or construction and for six months after

completion of acquisition or construction of the Project; 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 and such other expenses as may be

necessary or incident to the fmancing herein authorized, the acquisition or construction of
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the Project and the placing of the same in operation, and the performance of the things
herein required or permitted, in connection with any thereof.

F. The Series 2012 A Bonds shall be issued on a parity with the First

Lien Bonds and senior and prior to the Series 1986 B 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 2012 A Bonds, the Issuer will obtain (1) the certificate of an Independent
Certified Public Accountant stating that the parity and coverage tests of the First Lien

Bonds have been met; (2) the written consent of the Registered Owners of the First Lien

Bonds to the issuance of the Series 2012 A Bonds on a parity with the First Lien Bonds;

and (3) the written consent of the Registered Owners of the Series 1986 B Bonds to the

issuance of the Series 2012 A Bonds on a senior and prior basis to the Series 1986 B

Bonds. Other than the Prior Bonds, there are no outstanding bonds or obligations of the

Issuer which are secured by revenues or assets of the System.

H. The period of usefulness of the System after completion of the

Project is not less than 40 years.

I. It is in the best interests of the Issuer that the Series 2012 A Bonds

be sold to the Government pursuant to the terms and provisions of the Letter of

Conditions.

J. The Issuer has complied with all requirements of West Virginia law

and the Letter of Conditions relating to authorization of the acquisition, construction and

operation of the Project and issuance of the Series 2012 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 of the PSC Order, the time for rehearing and

appeal of which has expired or will have been waived prior to the issuance of the Series

2012 A Bonds.

Section 1.04. Resolution Constitutes Contract In consideration of the

acceptance of the Series 2012 A Bonds by those who shall be the Registered Owners of

the same from time to time, this Resolution shall be deemed to be and shall constitute a

contract between the Issuer and such Registered Owners, and the covenants and

agreements herein set forth to be performed by the Issuer shall be for the equal benefit,

protection and security of the Registered Owners of any and all of such Bonds, all of

which shall be of equal rank and without preference, priority or distinction between any

one Bond and any other Bonds by reason of priority of issuance or otherwise, except as

expressly provided therein and herein.
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ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF PROJECT

Section 2.01. Authorization ~f Acquisition ~4 Construction Project
There is hereby authorized and ordered the acquisition and construction of the Project, at

an estimated cost of not to exceed $3,235,000, in accordance with the plans and

specifications prepared by the Consulting Engineers, approved by the Government and

the Issuer and heretofore filed in the office of the Governing Body. The proceeds of the

Series 2012 A Bonds shall be applied as provided in Article VI hereof. The Issuer has

received bids and will enter into contracts for the acquisition and construction of the

Project, which are in an amount and otherwise compatible with the financing plan
submitted to the Government.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND SALE OF BONDS

Section 3.01. Authorization ~f Bonds For the purposes of paying a portion
of the costs of the Project and paying the costs of issuance of the Series 2012 A Bonds

and related costs, there shall be and hereby are authorized to be issued negotiable Series

2012 A Bonds of the Issuer. The Series 2012 A Bonds shall be issued as a single bond,

designated “Water Revenue Bonds, Series 2012 A (United States Department of

Agriculture),” in the aggregate principal amount of not more than $1,839,000, and shall

have such terms as are set forth hereinafter or in the Supplemental Resolution.

Section 3.02. Terms of Bonds The Series 2012 A Bonds shall be issued in

such principal amounts; shall bear interest at such rate or rates, not exceeding the legal
maximum rate, payable monthly on such dates; shall mature on such dates and in such

amounts; and shall be redeemable, in whole or in part, all as the Issuer shall prescribe in

the Supplemental Resolution or as specifically provided in the Series 2012 A Bonds.

The Series 2012 A Bonds shall be subject to prepayment of scheduled

monthly installments, or any portion thereof, at the option of the Issuer, shall be payable
as provided in the Bond form hereinafter set forth, and shall have such other terms not

inconsistent with this Resolution, as shall be set forth in the Supplemental Resolution and

such Bond form.

Section 3.03. Execution of Bonds The Series 2012 A Bonds shall be

executed in the name of the Issuer by the manual or facsimile signature of the

Chairperson, and the seal of the Issuer shall be impressed thereon and attested by the

manual or facsimile signature of the Secretary. In case any one or more of the officers

who shall have signed or sealed any of the Bonds shall cease to be such officer of the

Issuer before the Bonds so signed and sealed have been actually sold and delivered, such

Bonds may nevertheless be sold and delivered as herein provided and may be issued as if

the person who signed or sealed such Bonds had not ceased to hold such office. Any
Bonds may be signed and sealed on behalf of the Issuer by such person as at the actual

time of the execution of such Bonds shall hold the proper office in the Issuer, although at

the date of such Bonds such person may not have held such office or may not have been

so authorized.
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Section 3.04. Negotiability, Transfer ~4 Registration The Series 2012 A

Bonds shall be and have all the qualities and incidents of negotiable instruments under

the Uniform Commercial Code of the State, but the Bonds, and the right to principal of

and stated interest on the Bonds, may only be transferred by transfer of the registration
thereof upon the books of the Bond Registrar, by the party in whose name it is registered,
in person or by attorney duly authorized in writing, upon surrender of the 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 2012 A 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.

No registration of transfer of the Series 2012 A Bonds shall be permitted to

be made after the 15th day next preceding any installment payment date on the Bonds.

The Issuer shall be the Bond Registrar and will keep, or cause to be kept by
its agent, at its office, books for the registration and transfer of the Series 2012 A Bonds

and, upon presentation for such purpose, the Bond Registrar shall, under such reasonable

regulations as it may prescribe, register the Bonds initially issued pursuant hereto and

register the transfer, or cause to be registered by its agent, on such books, the transfer of

the Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2012 A Bonds for registration or

transfer only if ownership thereof is to be registered in the name of the Government, 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 2012 A

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 2012 A 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, 1520 Market Street, 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. Bonds Mutilated, Destroyed, Stolen or Lost In case any

Series 2012 A Bond shall become mutilated or be destroyed, stolen or lost, the Issuer

may, in its discretion, issue and deliver a new Bond of the same series and of like tenor as

the Bonds so mutilated, destroyed, stolen or lost, in exchange and substitution for such

mutilated Bond, upon surrender and cancellation of such mutilated Bond, or in lieu of and

substitution for the Bond destroyed, stolen or lost, and upon the Registered Owner’s

furnishing the Issuer proof of ownership and satisfactory indemnity and complying with

such other reasonable regulations and conditions as the Issuer may prescribe and paying
such expenses as the Issuer may incur. All Bonds so surrendered shall be canceled 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 3.06. Bonds not to be Indebtedness of the Issuer The Series 2012

Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the

meaning of any constitutional or statutory provision or limitation, but shall be payable
solely from the Net Revenues derived from the operation of the System, as herein

provided. No Registered Owner of the Series 2012 A Bonds shall ever have the right to

compel the exercise of the taxing power of the Issuer, if any, to pay the Series 2012 A

Bonds or the interest thereon.

Section 3.07. Bonds Secured ~y Pledge pf ~ Revenues; Lien Position

with respect ~ Prior Bonds The payment of the debt service of the Series 2012 A Bonds

shall be secured by a first lien on the Net Revenues on a parity with the lien on the Net

Revenues in favor of the Registered Owners of the First Lien Bonds and senior and prior
to the lien on the Net Revenues in favor of the Registered Owners of the Series 1986 B

Bonds. Such Net Revenues in an amount sufficient to pay the principal of and interest on

and other payments for the Series 2012 A Bonds and the Prior Bonds and to make the

payments into all funds and accounts provided for in this Resolution and the Prior

Resolutions, are hereby irrevocably pledged to such payments as they become due.

Section 3.08. Form of Bonds The text of the Series 2012 A Bonds shall

be in substantially the following form, with such omissions, insertions and variations as

may be necessary and desirable and authorized or permitted hereby, or by any

Supplemental Resolution adopted prior to the issuance thereof:

{C1799787.1

14



(FORM OF SERIES 2012 A BOND)

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

GAULEY RIVER PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-i $______

FOR VALUE RECEIVED, on this ~day of
______,

2012, GAULEY

RIVER PUBLIC SERVICE DISTRICT, a public service district, public corporation and

political subdivision of the State of West Virginia in Fayette, Nicholas and Clay Counties

of said State (the “Issuer”), promises to pay to the order of the UNITED STATES OF

AMERICA (the “Government”), at its National Finance Office, 1520 Market Street, St.

Louis, Missouri 63103, or at such other place as the Government may hereafter designate
in writing, and in the manner provided below, the principal sum of

_________________DOLLARS ($ ), or such lesser amount as is set forth on the

Record of Advances attached hereto and incorporated herein by reference, plus interest

on the unpaid principal balance at the rate of 3% per annum.

The principal of and interest on this Bond shall be paid in the following
installments on the following dates: Monthly installments of interest only on the amounts

advanced hereunder, commencing 30 days following the date of delivery of this Bond

and continuing on the corresponding day of each month thereafter for the first 24 months

after the date hereof, and thereafter, on the corresponding day of each month in

installments of principal and interest in the aggregate amount of $6,768, except that the

fmal 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 below. This consideration 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 the Issuer as requested by the Issuer 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.
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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 the Issuer. Extra payments, as defined in the

regulations of the Government, shall, after payment of interest, be applied to the

installment last to come due under this Bond and shall not affect the obligation of the

Issuer to pay the remaining installments as scheduled herein.

Any amount advanced or expended by the Government for the collection

hereof, or to preserve or to 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 the

Issuer to the Government without demand. The Issuer agrees to use the loan evidenced

hereby solely for purposes authorized by the Government. The Issuer has granted to the

Government a lien on the proceeds of this Bond until such proceeds are expended for

authorized purposes.

This Bond is issued (i) to pay a portion of the costs of acquisition and

construction of certain improvements and extensions to the existing public water facilities

of the Issuer (the “Project”); and (ii) to pay certain costs of issuance of this Bond and

related costs. The existing public water facilities of the Issuer, the Project and any further

improvements and extensions thereto are herein called the “System.” This Bond is issued

under the authority of and in full compliance with the Constitution and statutes of the

State of West Virginia, including particularly Chapter 16, Article 13A of the Code of

West Virginia, 1931, as amended (the “Act”), a Bond Resolution duly adopted by the

Issuer on
__________,

20_, and a Supplemental Resolution duly adopted by the Issuer

on
________, 20_(collectively, the “Resolution”), and is subject to all the terms and

conditions thereof. The Resolution provides for the issuance of additional bonds under

certain conditions, and such bonds would be entitled to be paid and secured equally and

ratably from and by the funds and revenues and other security provided for this Bond

under the Resolution.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT WITH THE

ISSUER’S (1) WATERWORKS REVENUE BONDS, SERIES 1986, DATED MAY 9,

1986, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $123,230; (2) WATER

REVENUE BONDS, SERIES 1993, DATED MARCH 17, 1993, ISSUED IN THE
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ORIGINAL PRINCIPAL AMOUNT OF $1,600,000; (3) WATER REVENUE BONDS,

SERIES 1997 A, DATED JUNE 26, 1997, ISSUED IN THE ORIGINAL PRINCIPAL

AMOUNT OF $414,000; (4) WATER REVENUE BONDS, SERIES 1997 B, DATED

JUNE 26, 1997, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $57,000; (5)
WATER REVENUE BONDS, SERIES 2005 A, DATED NOVEMBER 2, 2005,
ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $1,623,000; (6) WATER
REVENUE BONDS, SERIES 2007 A, DATED NOVEMBER 13, 2007, ISSUED IN

THE ORIGINAL PRINCIPAL AMOUNT OF $354,818; AND (7) WATER REVENUE

BONDS, SERIES 2010 A (UNITED STATES DEPARTMENT OF AGRICULTURE),
DATED MARCH 25, 2010, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF

$2,150,000 (COLLECTIVELY, THE “FIRST LIEN BONDS”).

THIS BOND IS ISSUED SENIOR AND PRIOR WITH RESPECT TO

LIENS, PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT TO THE

ISSUER’S SUPPLEMENTAL SUBORDINATE WATERWORKS REVENUE BONDS,
SERIES 1986, DATED MAY 9, 1986, ISSUED IN THE ORIGINAL PRINCIPAL

AMOUNT OF $61,350 (THE “SERIES 1986 B BONDS”). THE FIRST LIEN BONDS

AND THE SERIES 1986 B BONDS ARE COLLECTIVELY REFERRED TO AS THE

“PRIOR BONDS.”

This Bond is payable only from and secured by a pledge of the Net

Revenues (as defmed in the Resolution) to be derived from the System, on a parity with

the pledge of Net Revenues in favor of the registered owners of the First Lien Bonds, and

from moneys in the reserve account created under the Resolution for this Bond (the
“Series 2012 A Bonds Reserve Account”) and unexpended proceeds of this Bond. Such

Net Revenues shall be sufficient to pay the principal of and interest on all bonds which

may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged
for such purpose. This Bond does not constitute an indebtedness of the Issuer within the

meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer

be obligated to pay the same or the interest hereon, except from said special fund

provided from the Net Revenues, the moneys in the Series 2012 A Bonds Reserve

Account and unexpended proceeds of this Bond. Pursuant to the Resolution, the Issuer

has covenanted and agreed to establish and maintain just and equitable rates and charges
for the use of the System and the services rendered thereby, which shall be sufficient,

together with other revenues of the System, to provide for the reasonable expenses of

operation, repair and maintenance of the System, and to leave a balance each year equal
to at least 115% of the maximum amount required in any year for payment of principal of

and interest on this Bond and all other obligations secured by a lien on or payable from

such revenues on a parity with this Bond, including the Prior Bonds; provided however,
that so long as there exists in the Series 2012 A Bonds Reserve Account, an amount equal
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to the maximum amount of principal and interest which will become due on this Bond in

any year, and in the respective reserve accounts for any other obligations outstanding on

a parity with this Bond, including the Prior Bonds, an amount equal to the requirement
therefor, such percentage may be reduced to 110%. The Issuer has entered into certain

further covenants with the Registered Owner of this Bond for the terms of which

reference is made to the Resolution. Remedies provided the Registered Owner of this

Bond are exclusively as provided in the Resolution, to which reference is here made for a

detailed description thereof.

Subject to the registration requirements in the Resolution, this Bond is

transferable, as provided in the Resolution, only upon the books of the Secretary of the

Issuer, as registrar (the “Registrar”), which shall be kept for that purpose at the office of

the Registrar, by the Registered Owner or by its attorney or legal representative duly
authorized in writing, upon surrender of this Bond, together with a written instrument of

transfer satisfactory to the Registrar, duly executed by the Registered Owner or its

attorney or legal representative duly authorized in writing.

Subject to the registration requirements in the Resolution, 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

Resolution, shall be applied solely to payment of the costs of acquisition and construction

of the Project and the costs of issuance hereof as described in the Resolution, and there

shall be and hereby is created and granted a lien upon such moneys, until so applied, in

favor of the registered owner of this Bond.

The Issuer 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 such purposes and periods of time.

If at any time it so appears to the Government that the Issuer may be able to

obtain a loan from a responsible cooperative or private creditor at reasonable rates and

terms for loans for such purposes and period of time, the Issuer will at the Government’s

request apply for and accept such loan in sufficient amount to repay the Government.

In accordance with the requirements of the United States Department of

Agriculture for the issuance of parity obligations, this Bond will be in default should any
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proceeds of this Bond be used for a purpose that will contribute to excessive erosion of

highly erodible land or to the conversion of wetlands to produce an agricultural
commodity.

This Bond is given as evidence of a loan to the Issuer made or insured by
the Government pursuant to the Rural Development Act of 1972. This Bond shall be

subject to the present regulations of the Government and to its future regulations not

inconsistent with the express provisions hereof.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,

conditions and things required to exist, happen and be performed precedent to and at the

issuance of this Bond do exist, have happened and have been performed in due time,
form and manner as required by law, and that the amount of this Bond, together with all

other obligations of the Issuer, does not exceed any limit prescribed by the Constitution

or statutes of the State of West Virginia and that a sufficient amount of the Net Revenues

of the System has been pledged to and will be set aside into said special fund by the

Issuer for the prompt payment of the principal of and interest on this Bond.

All provisions of the Resolution, resolutions and statutes under which this

Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the

same extent as if written fully herein.
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IN WITNESS WHEREOF, GAULEY RIVER PUBLIC SERVICE

DISTRICT has caused this Bond to be signed by its Chairperson and its corporate seal to

be hereunto affixed and attested by its Secretary, and has caused this Bond to be dated as

of the date first written above.

Chairperson

SEAL]

ATTEST:

Secretary
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(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1)$ (19)$
(2) $ (20) $

(3)$ (21)$
(4) $ (22) $

(5) $ (23) $

(6) $ (24) $

(7) $ (25) $

(8) $ (26) $

(9) $ (27) $

(10)$ (28)$

(11)$ (29)$

(12)$ (30)$
(13)$ (31)$

(14)$ (32)$
(15)$ (33)$

(16)$ (34)$

(17)$ (35)$

(18)$ (36)$

$

TOTAL
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(Form of)

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers

unto

the within Bond and does hereby irrevocably constitute and appoint
Attorney to transfer said Bond on the books kept for registration thereof with full power

of substitution in the premises.

Dated:
___________, —.

In the presence of:
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Section 3.09 Sale of Bonds The Series 2012 A Bonds shall be sold to the

Government pursuant to the terms and conditions of the Letter of Conditions. The Letter

of Conditions is hereby approved and the provisions of the Letter of Conditions are

specifically incorporated in this Resolution.
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ARTICLE IV

RESERVED]
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ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment ~ Funds ~ Accounts with Depository Bank
The following special funds or accounts are created with (or continued if previously
established by the Prior Resolutions) and shall be held by the Depository Bank separate
and apart from all other funds or accounts of the Depository Bank and from each other:

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

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

(3) Depreciation Account (established by the Prior Resolutions); and

(4) Series 2012 A Bonds Construction Trust Fund.

Section 5.02. Establishment of Funds and Accounts with Commission

The following special account is created with and shall be held by the Commission:

(1) Series 2012 A Bonds Reserve Account.

Section 5.03. System Revenues; Flow ~f Funds A. The entire Gross

Revenues derived from the operation of the System shall be deposited upon receipt in the

Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Resolution and shall be kept separate and distinct from all other funds of the Issuer

and the Depository Bank and used only for the purposes and in the manner herein

provided. Funds in the Revenue Fund shall be disposed of only in the following manner

and order of priorities and as provided in the Prior Resolutions.

(1) The Issuer shall first, each month, pay from the Revenue Fund all

current Operating Expenses of the System.

(2) The Issuer shall next, each month, from the moneys in the Revenue

Fund, (i) make the interest payments on the First Lien Bonds in the amounts and on the

dates required by the Prior Resolutions; and (ii) commencing on the day which is 30 days
following the date of delivery of the Series 2012 A Bonds and continuing on the

corresponding day of each month, remit to the National Finance Office for deposit in the

Series 2012 A Bonds Sinking Fund hereby established at the National Finance Office, the

amount of interest set forth in the Series 2012 A Bonds.
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(3) The Issuer shall next, each month, from the moneys in the Revenue

Fund, (i) make the principal payments of the First Lien Bonds in the amounts and on the

dates required by the Prior Resolutions; and (ii) commencing on the day which is 24

months following the date of delivery of the Series 2012 A Bonds and continuing on the

corresponding day of each month, remit to the National Finance Office for deposit in the

Series 2012 A Bonds Sinking Fund, the amount of principal set forth in the Series 2012 A

Bonds.

The deposits into the Series 2012 A Bonds Sinking Fund provided in this

paragraph and in Section 5.03A (2) above, constitute actual payments of principal of and

interest on the Series 2012 A Bonds to the Government.

(4) The Issuer shall next, each month, from the moneys in the Revenue

Fund, (i) make the reserve account payments into the Reserve Accounts of the First Lien

Bonds in the amounts and on the dates required by the Prior Resolutions; and (ii)

commencing on the day which is 24 months following the date of delivery of the Series

2012 A Bonds and continuing on the corresponding day of each month, remit to the

Commission for deposit in the Series 2012 A Bonds Reserve Account, an amount equal
to 1/120th of the Series 2012 A Bonds Reserve Requirement; provided that, no further

payments shall be made into the Series 2012 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 2012 A Bonds Reserve Requirement.

(5) The Issuer shall next, each month, transfer from the Revenue Fund

and remit to the Depository Bank for deposit in the Renewal and Replacement Fund, an

amount equal to 2 1/2% of the Gross Revenues each month (as previously set forth in the

Prior Resolutions and not in addition thereto), exclusive of any payments for account of

any Reserve Account. All funds in the Renewal and Replacement Fund shall be kept

apart from all other funds of the Issuer or of the Depository Bank and shall be invested

and reinvested in accordance with Article VIII hereof. Withdrawals and disbursements

may be made from the Renewal and Replacement Fund for replacements, emergency

repairs, improvements or extensions to the System; provided that, any deficiencies in any
Reserve Account, except to the extent such deficiency exists because the required
payments into such account have not, as of the date of determination of a deficiency,
funded such account to the maximum extent required hereof, shall be promptly
eliminated with moneys from the Renewal and Replacement Fund.

(6) The Issuer shall next, each month, from the moneys in the Revenue

Fund, make the payments into the Depreciation Account in the amounts and on the dates

required by the Prior Resolutions.
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(7) The Issuer shall next, on the first day of each month, from the

moneys in the Revenue Fund, remit to the Commission for deposit (i) in the Series 1986

B Bonds Sinking Fund, the amount required by the Prior Resolutions to pay principal of

the Series 1986 B Bonds, and (ii) in the Series 1986 B Bonds Reserve Account, the

amount required by the Prior Resolutions.

Moneys in the Series 2012 A Bonds Sinking Fund shall be used only for the

purposes of paying principal of and interest on the Series 2012 A Bonds as the same shall

become due. Moneys in the Series 2012 A Bonds Reserve Account shall be used only for

the purposes of paying principal of and interest on the Series 2012 A Bonds as the same

shall come due, when other moneys in the Series 2012 A Bonds Sinking Fund are

insufficient therefor, and for no other purpose.

All investment earnings on moneys in the Series 2012 A Bonds Reserve

Account (if fully funded) shall be transferred, not less than once each year, to the Series

2012 A Bonds Construction Trust Fund during construction of the Project and thereafter,

to the Revenue Fund and applied in full, first to the next ensuing interest payment due on

the Series 2005A Bonds and then to the next ensuing principal payment due thereon.

Any withdrawals from the Series 2012 A Bonds Reserve Account which

result in a reduction in the balance therein to an amount below the Series 2012 A Bonds

Reserve Requirement shall be subsequently restored from the first Net Revenues

available after all required payments have been made in full in the order set forth above.

As and when additional Bonds ranking on a parity with the Series 2012 A

Bonds are issued, provision shall be made for additional payments into the respective
sinking funds sufficient to pay any interest on such Parity Bonds and accomplish
retirement thereof at maturity and to accumulate a balance in the respective reserve

accounts in an amount equal to the requirement therefor.

Interest, principal, or reserve account payments, whether made for a

deficiency or otherwise, shall be made on a parity and pro rata, with respect to the Series

2012 A Bonds and the Prior Bonds, in accordance with the respective principal amounts

then outstanding.

The Commission is hereby designated as the fiscal agent for the

administration of the Series 2012 A Bonds Reserve Account created hereunder, and all

amounts required for such account shall be remitted to the Commission from the Revenue

Fund by the Issuer at the times provided herein. If required by the Government, the

Issuer shall make the necessary arrangements whereby required payments into the Series

2012 A Bonds Reserve Account shall be automatically debited from the Revenue Fund

and electronically transferred to the Commission on the dates hereunder.
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Moneys in the Series 2012 A Bonds Reserve Account shall be invested and

reinvested by the Commission in accordance with Section 8.01 hereof.

The Series 2012 A Bonds Sinking Fund and the Series 2012 A Bonds

Reserve Account shall be used solely and only for, and are hereby pledged for, the

purpose of servicing the Series 2012 A Bonds under the conditions and restrictions set

forth herein.

B. Whenever all of the required and provided transfers and payments
from the Revenue Fund into the several special funds, as hereinbefore provided, are

current and there remains in the Revenue Fund a balance in excess of the estimated

amounts required to be so transferred and paid into such funds during the following
month or such other period as required by law, such excess shall be considered Surplus
Revenues. Surplus Revenues may be used for any lawful purpose of the System.

C. The Issuer shall remit from the Revenue Fund to the Commission,
the Registrar, the Paying Agent, or the Depository Bank, on such dates as the respective
parties shall require, such additional sums as shall be necessary to pay their respective
charges and the fees then due. If required by the Government, the Issuer shall make the

necessary arrangements whereby payments to the Commission under this paragraph shall

be automatically debited from the Revenue Fund and electronically transferred to the

Commission on the dates required hereunder.

D. The moneys in excess of the maximum amounts insured by FDIC in

all funds and accounts shall at all times be secured, to the full extent thereof in excess of

such insured sum, by Qualified Investments as shall be eligible as security for deposits of

state and municipal funds under the laws of the State.

E. If, on any monthly payment date, the revenues are insufficient to

place the required amount in any of the funds and accounts as herein above provided, the

deficiency shall be made up in the subsequent payments in addition to the payments
which would otherwise be required to be made into the funds and accounts on the

subsequent payment dates; provided, that all deposits, including on account of

deficiencies, shall be made in the order of priority set forth in Section 5.03A hereof, and

no payment of lower priority shall be made if there exists a deficiency in a fund or

account of higher priority.

F. All remittances made by the Issuer to the Commission and the

Depository Bank shall clearly identify the fund or account into which each amount is to

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

{C1799787.1 }

29



ARTICLE VI

APPLICATION OF BOND PROCEEDS

Section 6.01. Application ~f Bond Proceeds All moneys received from

time to time from the sale of the Series 2012 A Bonds shall be deposited in the Series

2012 A Bonds Construction Trust Fund and shall be used solely to pay costs of the

Project and until so expended, are hereby pledged as additional security for the Series

2012 A Bonds.

Section 6.02. Disbursements from Bond Construction Trust Fund The

Series 2012 A Bonds Construction Trust Fund shall be kept separate and apart from all

other funds of the Issuer, and shall be drawn out, used and applied by the Issuer solely for

the payment of the costs of the Project and purposes incidental thereto, including
payment of any borrowings by the Issuer made for the purpose of temporarily financing a

portion of the costs of the Project and payment of interest on the Series 2012 A Bonds

prior to and during construction and for a period up to six months after completion of

construction and for no other purposes whatsoever. If approved by the Government, the

moneys in said fund shall be secured at all times by Government Obligations having a

fair market value at least equal to the balance in said fund in excess of the amount insured

by the FDIC. If for any reason the amounts on deposit in the Series 2012 A Bonds

Construction Trust Fund are not necessary for, or are not applied to, such purposes, then

such unapplied amounts shall be deposited by the Issuer as determined by the rules and

regulations of the Government. All such proceeds shall constitute a trust fund for such

purposes, and there is hereby created a lien upon such moneys, until so applied, in favor

of the Registered Owners of the Series 2012 A Bonds.

Expenditures or disbursements from the Series 2012 A Bonds Construction

Trust Fund shall be made only after such expenditures or disbursements have been

approved in writing by the Governing Body, the Consulting Engineers and the

Government.

The Issuer shall coordinate with the Government on the monthly payment
of the costs of the Project and shall submit invoices and requisitions as directed by the

Government.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer All the covenants,

agreements and provisions of this Resolution shall be and constitute valid and legally
binding covenants of the Issuer and shall be enforceable in any court of competent

jurisdiction by any Registered Owner of the Series 2012 A Bonds. In addition to the

other covenants, agreements and provisions of this Resolution, the Issuer hereby
covenants and agrees with the Registered Owner of the Series 2012 A Bonds as

hereinafter provided in this Article VII. All such covenants, agreements and provisions
shall be irrevocable, except as provided herein, as long as the Series 2012 A Bonds or the

interest thereon are Outstanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer The Series 2012

A Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of

any constitutional or statutory limitation of indebtedness, but shall be payable solely from
the funds pledged for such payment by this Resolution. No Registered Owner of the

Series 2012 A Bonds shall ever have the right to compel the exercise of the taxing power,
if any, of the Issuer to pay the Series 2012 A Bonds or the interest thereon.

Section 7.03. Bonds Secured ~y Pledge ~f ~ Revenues; Lien Position

with respect ~ Prior Bonds The payment of the debt service of the Series 2012 A Bonds

shall be secured by a first lien on the Net Revenues on a parity with the lien on the Net

Revenues in favor of the Registered Owners of the First Lien Bonds and senior and prior
to the lien on the Net Revenues in favor of the Registered Owners of the Series 1986 B

Bonds. The Net Revenues in an amount sufficient to pay the principal of and interest on

the Prior Bonds and the Series 2012 A Bonds and to make the payments into all funds

and accounts and all other payments provided for in this Resolution and the Prior

Resolutions are hereby irrevocably pledged, in the manner provided herein and therein, to

such payments as the same become due, and for the other purposes provided in this

Resolution and the Prior Resolutions.

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 this Resolution and the

Prior Resolutions. The initial schedule of rates and charges for the services and facilities

of the System shall be as set forth and approved in the PSC Order and such rates are

hereby adopted.
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So long as the Series 2012 A Bonds are outstanding, the Issuer covenants

and agrees to fix and collect rates, fees and other charges for the use of the System and to

take all such actions necessary to provide funds sufficient to produce the required sums

set forth in this Resolution. In the event the schedule of rates, fees and charges initially
established for the System in connection with the Series 2012 A Bonds shall prove to be

insufficient to produce the required sums set forth in this Resolution, the Issuer hereby
covenants and agrees that it will, to the extent or in the manner authorized by law,

immediately adjust and increase such schedule of rates, fees and charges and take all such

actions necessary to provide funds sufficient to produce the required sums set forth in this

Resolution.

Section 7.05 ~ ~ System So long as the Prior Bonds are

Outstanding, the System may not be sold, transferred, mortgaged, leased or otherwise

disposed of, except in accordance with the terms of the Prior Resolutions. So long as the

Series 2012 A Bonds are Outstanding, the System may be sold, transferred, mortgaged,
leased or otherwise disposed of, or encumbered (other than any statutory mortgage lien

created under the Act on account of obligations issued within the restrictions hereof) only
with the written consent of the Government and such consent will specify the disposition
of any such sale or transfer.

Section 7.06. Issuance ~f Other Obligations Payable Q~ ~f Revenues ~4
General Covenant Against Encumbrances So long as the Series 2012 A Bonds are

Outstanding, the Issuer shall not issue any other obligations whatsoever payable from the

revenues of the System which rank prior to, or equally, as to lien on and source of and

security for payment from such revenues with the Series 2012 A Bonds; provided,
however, that Parity Bonds may be issued as provided for in Section 7.07 hereof and in

the Prior Resolutions (so long as the Prior Bonds are Outstanding). All obligations
hereafter issued by the Issuer payable from the revenues of the System, except such

Parity Bonds, shall contain an express statement that such obligations are junior and

subordinate, as to lien on, pledge and source of and security for payment from such

revenues and in all other respects, to the Series 2012 A Bonds; provided, that no such

subordinate obligations shall be issued unless all payments required to be made into all

funds and accounts set forth herein and in the Prior Resolutions have been made and are

current at the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to

be created, any debt, lien, pledge, assignment, encumbrance or any other charge having
priority over or being on a parity with the liens of the Series 2012 A Bonds, and the

interest thereon, upon any of the income and revenues of the System pledged for payment
of the Series 2012 A Bonds and the interest thereon in this Resolution, or upon the

System or any part thereof.
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Section 7.07. Parity Bonds So long as the Prior Bonds are Outstanding,
no Parity Bonds shall be issued except in accordance with the terms of the Prior

Resolutions. In addition, no Parity Bonds, payable out of the revenues of the System,
shall be issued after the issuance of any Bonds pursuant to this Resolution, except under

the conditions and in the manner provided herein and with the prior written consent of the

Government.

All Parity Bonds issued hereunder shall be on a parity in all respects with

the Prior Bonds and the Series 2012 A Bonds.

No such Parity Bonds shall be issued except for the purpose of fmancmg
the costs of the design, acquisition or construction of extensions or improvements to the

System or refunding any Bonds Outstanding, or both such purposes.

So long as the Series 2012 A Bonds are Outstanding, no Parity Bonds shall

be issued at any time, unless there has been procured and filed with the Secretary a

written statement by the Independent Certified Public Accountants, reciting the

conclusion that the Net Revenues 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 Bonds then Outstanding;

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

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

The foregoing limitation may be waived or modified by the written consent

of the Registered Owners of the Series 2012 A Bonds, representing 75% of the then-

outstanding principal indebtedness. In the event the foregoing limitation is waived or

when the Series 2012 A Bonds are no longer Outstanding, the following parity
requirement shall be met:

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

Accountants, reciting the conclusion that the Net Revenues actually derived, subject to

the adjustments hereinafter provided for, from the System during any 12 consecutive

months within the 18 months immediately preceding the date of the actual issuance of

such Parity Bonds, plus the estimated average increased annual Net Revenues to be

received in each of the three succeeding years after the completion of the improvements
to be financed by such Parity Bonds, if any, shall not be less than 115% of the largest
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aggregate amount that will mature and become due in any succeeding Fiscal Year for

principal of and interest, if any, on the following:

(1) The Bonds then Outstanding;

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

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

The “estimated average increased annual Net Revenues to be received in

each of the three succeeding years,” as that term is used in the computation provided in

the above paragraph, shall refer only to the increased Net Revenues estimated to be

derived from the improvements to be financed by such Parity Bonds and any increase in

rates adopted by the Issuer and approved by the PSC, the period for appeal of which has

expired prior to the date of issuance of such Parity Bonds, and shall not exceed the

amount to be stated in a certificate of the Independent Certified Public Accountants,
which shall be filed in the office of the Secretary prior to the issuance of such Parity
Bonds.

The Net Revenues actually derived from the System during the

12-consecutive-month period hereinabove referred to may be adjusted by adding to such

Net Revenues such additional Net Revenues which would have been received, in the

opinion of the Independent Certified Public Accountants, on account of increased rates,

rentals, fees and charges for the System adopted by the Issuer and approved by the PSC,
the period for appeal of which has expired prior to issuance of such Parity Bonds.

All covenants and other provisions of this Resolution (except as to details

of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and

security of the Registered Owners of the Series 2012 A Bonds and the Registered Owners
of any Parity Bonds issued from time to time within the limitations of and in compliance
with this section. Bonds issued on a parity, regardless of the time or times of their

issuance, shall rank equally with respect to their respective liens on the revenues of the

System and their respective source of and security for payment from said revenues,

without preference of any Bond of one series over any other Bond of another series on a

parity therewith. The Issuer shall comply fully with all the increased payments into the

various funds and accounts created in this Resolution required for and on account of such

Parity Bonds, in addition to the payments required for Bonds theretofore issued pursuant
to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or

other obligations subsequently issued, the lien of which on the revenues of the System is
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subject to the prior and superior liens of the Outstanding Bonds on such revenues. The

Issuer shall not issue any obligations whatsoever payable from the revenues of the

System, or any part thereof, which rank prior to or, except in the manner and under the

conditions provided in this section, equally, as to lien on and source of and security for

payment from such revenues, with the Series 2012 A Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments
into the funds and accounts provided for in this Resolution with respect to the Bonds then

Outstanding, and any other payments provided for in this Resolution, shall have been

made in full as required to the date of delivery of such Parity Bonds, and the Issuer shall

then be in full compliance with all the covenants, agreements and terms of this

Resolution.

Section 7.08. Books; Records ~4 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 Government and its

agents and representatives to inspect all books, documents, papers and records relating to

the Project and the System at any and all reasonable times for the purpose of audit and

examination. The Issuer shall submit to the Government such documents and

information as it may reasonably require in connection with the acquisition, construction

and installation of the Project, the operation and maintenance of the System and the

administration of the loan or any State and federal grants or other sources of financing for

the Project.

The Issuer shall permit the Government and its agents and representatives
to inspect all records pertaining to the operation and maintenance of the System at any

reasonable time following completion of construction of the Project and commencement

of operation thereof, or, if the Project is an improvement to an existing system, at any

reasonable time following commencement of construction.

The Issuer will keep books and records of the System, which shall be

separate and apart from all other books, records and accounts of the Issuer, in which

complete and correct entries shall be made of all transactions relating to the System, and

any Registered Owner of the Series 2012 A Bonds issued pursuant to this Resolution

shall have the right at all reasonable times to inspect the System and all parts thereof and

all records, accounts and data of the Issuer relating thereto.

The accounting system for the System shall follow current generally
accepted accounting principles in accordance with the rules and regulations of the PSC

and the Act. Separate control accounting records shall be maintained by the Issuer.

Subsidiary records as may be required shall be kept in the manner and on the forms,
books and other bookkeeping records as prescribed by the Governing Body.
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The Issuer shall file with the Government or any Registered Owner of the

Series 2012 A Bonds requesting the same, an annual report containing the following:

(A) A statement of Gross Revenues, Operating Expenses, Net Revenues

and Surplus Revenues derived from and relating to the System.

(B) A balance sheet statement showing all deposits in all the funds and

accounts provided for in this Resolution and the status of all said funds and accounts.

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

The Issuer shall also, at least once a year, cause the books, records and

accounts of the System to be audited by Independent Certified Public Accountants (and
to the extent legally required in compliance with the applicable 0MB Circular, or any

successor thereto, and the Single Audit Act, or any successor thereto) and shall mail upon

request, and make available generally, the report of said Independent Certified Public

Accountants, or a summary thereof, to any Registered Owner of the Series 2012 A Bonds

and shall submit said report to the Government. Such audit report submitted to the

Government shall include a statement that the Issuer is in compliance with the terms and

provisions of the Act and this Resolution and that the Gross Revenues are adequate to

meet the Operating Expenses and debt service and reserve requirements.

Subject to the terms, conditions and provisions of the Letter of Conditions

and the Act, the Issuer has acquired, or shall do all things necessary to acquire, the

proposed site of the Project and shall do, is doing or has done all things necessary to

construct the Project in accordance with the plans, specifications and designs prepared by
the Consulting Engineers. All real estate and interests in real estate and all personal
property constituting the Project and the Project site heretofore or hereafter acquired shall

at all times be and remain the property of the Issuer.

The Issuer shall permit the Government and its agents and representatives
to enter and inspect the Project site and Project facilities at all reasonable times. Prior to,

during and after completion of construction and commencement of operation of the

Project, the Issuer shall also provide the Government and its agents and representatives
with access to the System site and System facilities as may be reasonably necessary to

accomplish all of the powers and rights of the Government with respect to the System
pursuant to the Act.

Section 7.09. Rates Prior to issuance of the Series 2012 A Bonds,

approvals of equitable rates or charges for the use of and service rendered by the System
shall have been obtained in the manner and form required by law, and copies of such
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rates and charges so established will be continuously on file with the Secretary, which

copies will be open to inspection by all interested parties. The schedule of rates and

charges shall at all times be adequate to produce Gross Revenues from the System
sufficient to pay Operating Expenses and to make the prescribed payments into the funds

created hereunder. Such schedule of rates and charges shall be changed and readjusted
whenever necessary so that the aggregate of the rates and charges will be sufficient for

such purposes. In order to assure full and continuous performance of this covenant, with

a margin for contingencies and temporary unanticipated reductions in income and

revenues, the Issuer hereby covenants and agrees that the schedule of rates or charges
from time to time in effect shall be sufficient, together with other revenues of the System
(i) to provide for all Operating Expenses and (ii) to leave a balance each year equal to at

least 115% of the maximum amount required in any year for payment of principal of and

interest on the Series 2012 A Bonds and all other obligations secured by a lien on or

payable from such revenues on a parity with the Series 2012 A Bonds, including the Prior

Bonds; provided that, in the event that amounts equal to or in excess of the Reserve

Requirements are on deposit respectively in the Series 2012 A Bonds Reserve Account,

and the Reserve Accounts for obligations on a parity with the Series 2012 A Bonds,

including the Prior Bonds, are funded at least at the requirement therefor, such balance

each year need only equal at least 110% of the maximum amount required in any year for

payment of principal of and interest on the Series 2012 A Bonds and all other obligations
secured by a lien on or payable from such revenues on a parity with the Series 2012 A

Bonds. In any event, the Issuer shall not reduce the rates or charges for services of the

System described in Section 7.04.

Section 7.10. Operating Budget The Issuer shall annually, at least 30 days
preceding the beginning of each Fiscal Year, prepare and adopt by resolution a detailed,
balanced budget of the estimated revenues and expenditures for operation and

maintenance of the System during the succeeding Fiscal Year and shall submit a copy of

such budget to the Government within 30 days of the adoption thereof. No expenditures
for the operation and maintenance of the System shall be made in any Fiscal Year in

excess of the amounts provided therefor in such budget without a written fmding and

recommendation by a 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 fmding 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 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 Government and to any

Registered Owner of the Series 2012 A Bonds within 30 days of adoption thereof and

shall make available such budgets and all resolutions authorizing increased expenditures
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for operation and maintenance of the System at all reasonable times to the Government

and any Registered Owner of the Series 2012 A Bonds or anyone acting for and on behalf

of such Registered Owner.

Section 7.11. Engineering Services ~j~4 Operating Personnel The Issuer

will obtain the certificate of the Consulting Engineers, certifying that the Project has been

or will be constructed in accordance with the approved plans, specifications and designs
as submitted to the Government, the Project will be adequate for the purposes for which it

was designed, the funding plan as submitted to the Government is sufficient to pay the

costs of the acquisition and construction of the Project, and all permits required by
federal and state laws for construction of the Project have been obtained. The Issuer shall

provide and maintain competent and adequate engineering services satisfactory to the

Government, covering the supervision and inspection of the development and

construction of the Project and bearing the responsibility of assuring that construction

conforms to the plans, specifications and designs prepared by the Consulting Engineers,
which have been approved by all necessary governmental bodies. The Issuer shall

employ qualified operating personnel properly certified by the State to operate the

System so long as the Series 2012 A Bonds are Outstanding.

Section 7.12 ~ Competing Franchise To the extent allowable by law,
the Issuer will not grant or cause, consent to or allow the granting of, any franchise or

permit to any person, firm, corporation or body, agency or instrumentality whatsoever for

the providing of any services which would compete with services provided by the

System.

Section 7.13. Enforcement pf 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 PSC and other laws of

the State.

Whenever any fees, rates, rentals or other charges for the services or

facilities of the System shall remain unpaid for a period of 20 days after the same shall

become due and payable, the user of the services and facilities shall be delinquent until

such time as all such rates and charges are fully paid. To the extent authorized by the

laws of the State and the rules and regulations of the PSC, fees, rates, rentals and other

charges, if not paid when due, shall become a lien on the premises served by the System.
The Issuer further covenants and agrees that it will, to the full extent permitted by law

and the rules and regulations of the PSC, discontinue and shut off the services of the

System to all delinquent users of the services of the System, and will not restore such

services of the System until all delinquent charges for the services of the System, plus
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reasonable interest and penalty charges for the restoration of service, have been fully
paid, and shall take all further actions to enforce collections to the maximum extent

pennitted 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

established for users of the same class; and, in the event the Issuer or any department,

agency, instrumentality, officer or employee of the Issuer shall avail itself or themselves

of the facilities or services provided by the System or any part thereof, the same rates,

fees or charges applicable to other customers receiving like services under similar

circumstances shall be charged the Issuer and any such department, agency,

instrumentality, officer or employee. Such charges shall be paid as they accrue, and the

Issuer shall transfer from its general funds sufficient sums to pay such charges for service

to any of its departments or properties. The revenues so received shall be deemed to be

revenues derived from the operation of the System, and shall be deposited and accounted

for in the same manner as other revenues derived from such operation of the System.

Section 7.15. Insurance ~4 Construction Bonds The Issuer hereby
covenants and agrees that, so long as the Series 2012 A Bonds remain Outstanding, the

Issuer will, as an Operating Expense, procure, carry and maintain insurance with a

reputable insurance carrier or carriers as is customarily covered with respect to works and

properties similar to the System. Such insurance shall initially cover the following risks

and be in the following amounts:

(A) Fire, Lightning. Vandalism. Malicious Mischief and Extended

Coverage Insurance to be procured prior to 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 insurable portions of the System, including machinery and equipment
housed therein, 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 on all structures and mechanical and electrical equipment in place or stored on

the site during construction of the Project in the full insurable value thereof.

(B) Public Liability Insurance with limits of not less than $1,000,000 for

personal liability to protect the Issuer from claims for bodily injury and/or death and not

less than $500,000 from claims for damage to property of others which may arise from

the operation of the System.
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(C) Vehicular Public Liability Insurance in the event the Issuer owns or

operates any vehicle in the operation of the System, or in the event that any vehicle not

owned by the Issuer is operated for the benefit of the Issuer, with limits of not less than

$1,000,000 for personal liability to protect the Issuer from claims for bodily injury and/or

death and not less than $500,000 from claims for damage to property of others which

may arise from such operation of vehicles.

(D) Workers’ Compensation Coverage for All Employees of the System

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 contractor dealing directly
with the Issuer, and such payment bonds will be filed with the Clerk of The County
Commission of the County in which such work is to be performed prior to

commencement of construction of the Project in compliance with Chapter 38, Article 2,

Section 39 of the Code of West Virginia, 1931, as amended.

(E) Fidelity Bonds will be provided as to every member, officer and

employee of the Issuer having custody of the Revenue Fund or of any other funds or

property of the System in an amount at least equal to the total funds in the custody of any

such person at any one time, and initially in the amount required by the Government and

to be increased thereafter as necessary to cover the maximum amount of funds under

control of that position at any one time.

(F) Flood Insurance will be obtained by the Issuer if available; 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.

(G) Construction Bonds The Issuer shall require all contractors engaged
in the construction of the Project to furnish a performance bond and a payment bond,

each in an amount equal to 100% of the contract price of the portion of the Project
covered by the particular contract as security for the faithful performance of such

contract. The Issuer shall verify such bonds prior to commencement of construction.

The Issuer shall also require all contractors engaged in the construction of the Project to

carry such worker’s compensation coverage for all employees working on the Project and

public liability insurance, vehicular liability insurance and property damage insurance in

amounts adequate for such purposes and as is customarily carried with respect to works

and properties similar to the Project. The Issuer shall verify such insurance prior to

commencement of construction.

Section 7.16. Connections To the extent permitted by the laws of the

State and rules and regulations of the PSC, the Issuer shall require every owner, tenant or

occupant of any house, dwelling or building intended to be served by the System to

connect thereto.
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Section 7.17. Completion ~4 Operation ~f Project; Permits ~ Orders

The Issuer shall complete the Project as promptly as possible and operate and maintain

the System as a revenue-producing utility in good condition and in compliance with all

federal and state requirements and standards.

The Issuer has obtained all permits required by state and federal laws for

the acquisition and construction of the Project, all orders and approvals from the PSC and

other state agencies necessary for the acquisition and construction of the Project and the

operation of the System and all approvals for the issuance of the Series 2012 A Bonds

required by state law, with all requisite appeal periods having expired without successful

appeal.

Section 7.18. Statutory Mortgage Lien For the further protection of the

Registered Owners of the Series 2012 A Bonds, a statutory mortgage lien upon the

System is granted and created by the Act, which statutory mortgage lien is hereby
recognized and declared to be valid and binding, and shall take effect immediately upon

delivery of the Series 2012 A Bonds; provided however, that the statutory mortgage lien

in favor of the Registered Owners of the Series 2012 A Bonds shall be on a parity with

the statutory mortgage lien in favor of the Registered Owners of the First Lien Bonds.

Section 7.19. Compliance with Letter ~f Conditions ~ Law The Issuer

shall perform, satisfy and comply with all the terms and conditions of the Letter of

Conditions, this Resolution and the Act. The Issuer shall also comply with all applicable
laws, rules and regulations issued by the Government or other state, federal or local

bodies in regard to the acquisition and construction of the Project and the operation,
maintenance and use of the System.

Section 7.20. Contracts The Issuer shall, simultaneously with the delivery
of the Series 2012 A Bonds or immediately thereafter, enter into written contracts for the

immediate acquisition or construction of the Project.

{C1799787.1

41



ARTICLE VIII

INVESTMENT OF FUNDS

Section 8.01. Investment of Funds Any moneys held as a part of the funds

and accounts created by this Resolution, other than the Revenue Fund, shall be invested

and reinvested by the Commission or the Depository Bank, 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 Resolution, the need for such moneys for the purposes set

forth herein and the specific restrictions and provisions set forth in this Section.

Any investment shall be held in and at all times deemed a part of the fund

or account in which such moneys were originally held, and the interest accruing thereon

and any profit or loss realized from such investment shall be credited or charged to the

appropriate fund or account. The investments held for any fund or account shall be

valued at the lower of cost or then current market value, or at the redemption price
thereof if then redeemable at the option of the owner, including the value of accrued

interest and giving effect to the amortization of discount or at par if such investment is

held in the “Consolidated Fund.” The Commission shall sell and reduce to cash a

sufficient amount of such investments whenever the cash balance in any fund or account

is insufficient to make the payments required from such fund or account, regardless of the

loss on such liquidation. The Depository Bank may make any and all investments

permitted by this Section through its own bond department and shall not be responsible
for any losses from such investments, other than for its own negligence or willful

misconduct.

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investments, and shall distribute to the Issuer, at least once each year, or

more often as reasonably requested by the Issuer, a summary of such funds, accounts and

investment earnings. The Issuer shall retain all such records and any additional records

with respect to such funds, accounts and investment earnings so long as any of the Series

2012 A Bonds are Outstanding.

Notwithstanding the foregoing, any investments made pursuant to this

Resolution shall comply with the guidelines of the Government.
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ARTICLE IX

DEFAULTS AND REMEDIES

Section 9.01. Events p~ Default Each of the following events shall

constitute an “Event of Default” with respect to the Series 2012 A Bonds:

(A) If default occurs in the due and punctual payment of the principal of

or interest on any Series 2012 A Bonds; or

(B) If default occurs in the Issuer’s observance of any of the covenants,

agreements or conditions on its part relating to the Series 2012 A Bonds set forth in this

Resolution, any Supplemental Resolution or the Series 2012 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 Government, the Depository Bank, the Bond Registrar, the

Paying Agent or the Registered Owner; or

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

America; or

(D) If a default occurs under the Prior Resolutions or the Prior Bonds.

Section 9.02. Remedies Upon the happening and continuance of any

Event of Default, any Registered Owner of the Series 2012 A Bonds may exercise any

available remedy and bring any appropriate action, suit or proceeding to enforce his

rights and, in particular, (i) bring suit for any unpaid principal or interest then due, (ii) by
mandamus or other appropriate proceeding enforce all rights of such Registered Owners

including the right to require the Issuer to perform its duties under the Act and this

Resolution relating thereto, including but not limited to the making and collection of

sufficient rates or charges for services rendered by the System, (iii) bring suit upon the

Series 2012 A 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 2012 A

Bonds, and (v) by action at law or bill in equity enjoin any acts in violation of the

resolution with respect to the Series 2012 A Bonds, or the rights of such Registered
Owners; provided however, that all rights and remedies of the Registered Owners of the

Series 2012 A Bonds shall be on a parity with those of the Registered Owners of the First

Lien Bonds and senior and prior to those of the Registered Owners of the Series 1986 B

Bonds.

Section 9.03. Appointment ~f Receiver Any Registered Owner of the

Series 2012 A Bonds may, by proper legal action, compel the performance of the duties

of the Issuer under this Resolution and the Act, including, the completion of the Project,
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the making and collection of sufficient rates and charges for services rendered by the

System and segregation of the revenues therefrom and the application thereof. If there be

any Event of Default, with respect to the Bonds, the Registered Owner shall, in addition

to all other remedies or rights, have the right by appropriate legal proceedings to obtain

the appointment of a receiver to administer the System or to complete the acquisition and

construction of the Project, or both, on behalf of the Issuer, with power to charge rates,

rentals, fees and other charges sufficient to provide for the payment of Operating
Expenses of the System, the payment of the Bonds and any interest thereon and the

deposits into the funds and accounts herein provided and to apply such rates, rentals, fees,

charges or other revenues in conformity with the provisions of this Resolution and the

Act.

The receiver so appointed shall forthwith, directly or by his agents and

attorneys, enter into and upon and take possession of all facilities of the System and shall

hold, operate and maintain, manage and control the System, and each and every part
thereof, and in the name of the Issuer exercise all the rights and powers of the Issuer with

respect to the System as the Issuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any

covenants of this Resolution for any reserve, sinking or other funds and upon any other

obligations and interest thereon having a charge, lien or encumbrance upon the revenues

of the System shall have been paid and made good, and all defaults under the provisions
of this Resolution shall have been cured and made good, possession of the System shall

be surrendered to the Issuer upon the entry of an order of the court to that effect. Upon

any subsequent Event of Default, any Registered Owner of Bonds issued pursuant to this

Resolution shall have the same right to secure the further appointment of a receiver upon

any such subsequent default.

Such receiver, in the performance of the powers herein above conferred

upon him, shall be under the direction and supervision of the court making such

appointment, shall at all times be subject to the orders and decrees of such court and may

be removed thereby, and a successor receiver may be appointed in the discretion of such

court. Nothing herein contained shall limit or restrict the jurisdiction of such court to

enter such other and further orders and decrees as such court may deem necessary or

appropriate for the exercise by the receiver of any function not specifically set forth

herein.

Any receiver appointed as provided herein shall hold and operate the

System in the name of the Issuer and for the joint protection and benefit of the Issuer and

Registered Owners of Bonds issued pursuant to this Resolution. Such receiver shall have

no power to sell, assign, mortgage or otherwise dispose of any assets of any kind or

character belonging or pertaining to the System, but the authority of such receiver shall
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be limited to the possession, operation and maintenance of the System, for the sole

purpose of the protection of both the Issuer and Registered Owners, and the curing and

making good of any default under the provisions of this Resolution, and the title to and

ownership of the System shall remain in the Issuer, and no court shall have any

jurisdiction to enter any order or decree permitting or requiring such receiver to sell,

mortgage, or otherwise dispose of any assets of the System.

{C1799787.1}
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ARTICLE X

PAYMENT OF BONDS

Section 10.01. Payment ~f Bonds if the Issuer shall pay, or there shall

otherwise be paid, to the Registered Owners of the Series 2012 A Bonds, the principal of

and interest due or to become due thereon, at the times and in the manner stipulated
therein and in this Resolution, then this Resolution and the pledge of Net Revenues and

other moneys and securities pledged under this Resolution and all covenants, agreements
and other obligations of the Issuer to the Registered Owners of the Series 2012 A Bonds

shall thereupon cease, terminate and become void and be discharged and satisfied.

Except through direct payment of the entire outstanding principal of and all

accrued interest on the Series 2012 A Bonds to the Registered Owners thereof, the Issuer

may not defease the Series 2012 A Bonds or provide for payment thereof by escrow or

other similar arrangements.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Modification or Amendment of Resolution Prior to the

issuance of the Series 2012 A Bonds, this Resolution may be amended or supplemented
in any way by the Supplemental Resolution. Following issuance of the Series 2012 A

Bonds, no material modification or amendment of this Resolution, or of any resolution

amendatory or supplemental hereto that would materially and adversely affect the rights
of Registered Owners of the Series 2012 A Bonds shall be made without the consent in

writing of the Registered Owners of the Series 2012 A Bonds then Outstanding;
provided, that no change shall be made in the maturity of the Series 2012 A Bonds or the

rate of interest thereon, or in the principal amount thereof, or affecting the unconditional

promise of the Issuer to pay such principal and interest out of the funds herein pledged
therefor without the consent of the Registered Owner thereof. No amendment or

modification shall be made that would reduce the percentage of the principal amount of

the Series 2012 A Bonds required for consent to the above-permitted amendments or

modifications.

Section 11.02. Resolution Constitutes Contract The provisions of this

Resolution shall constitute a contract between the Issuer and the Registered Owners of

the Series 2012 A Bonds and no change, variation or alteration of any kind of the

provisions of the Resolution shall be made in any manner, except as in this Resolution

provided.

Section 11.03. Severability ~f Invalid Provisions If any section,

paragraph, clause or provision of this Resolution shall be held invalid, such invalidity
shall not affect any of the remaining provisions of this Resolution, any Supplemental
Resolution or the Series 2012 A Bonds.

Section 11.04. Headings ~. 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; Prior Resolutions

Except for the Prior Resolutions, all orders or resolutions and parts thereof in conflict

with the provisions of this Resolution are, to the extent of such conflict, hereby repealed;
provided that, in the event of any conflict between the Resolution and the Prior

Resolutions, the Prior Resolutions shall control (unless less resthctive), so long as the

Prior Bonds are outstanding.
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Section 11.06. Covenant of Due Procedure The Issuer covenants that all

acts, conditions, things and procedures required to exist, to happen, to be performed or to

be taken precedent to and in the adoption of this Resolution do exist, have happened,
have been performed and have been taken in regular and due time, form and manner as

required by and in full compliance with the laws and Constitution of the State of West

Virginia applicable thereto; and that the Chairperson, Secretary and members of the

Governing Body were at all times when any actions in connection with this Resolution

occurred, and are, duly in office and duly qualified for such office.

Section 11.07. Effective Date This Resolution shall take effect

immediately upon its adoption.

Adopted this 5th day of March, 2012.

R.~~(/ ~i

Chairperson and Member

M~’mber

Member
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service

Board of GAULEY RIVER PUBLIC SERVICE DISTRICT on the 5th day of March,

2012.

Dated this 7th day of March, 2012.

SEAL]

/2
Se~etary
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EXHIBIT A

PROJECT DESCRIPTION

The Project consists of the construction of more than 50,000 linear feet of

new water main and the installation of 176 water meters, 25 fire hydrant assemblies and

14 new sampling stations to serve the lela area along Route 39 and connect to the water

infrastructure owned and operated by the Town of Sunimersville, and all appurtenances
thereto.
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GAULEY RIVER PUBLIC SERVICE DISTRICT 2.4

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE

PRINCIPAL AMOUNT, DATE, MATURITY DATE, INTEREST RATE,
PAYMENT SCHEDULE, SALE PRICE AND OTHER TERMS OF THE

GAULEY RIVER PUBLIC SERVICE DISTRICT WATER REVENUE

BONDS, SERIES 2012 A (UNITED STATES DEPARTMENT OF

AGRICULTURE); DESIGNATING A DEPOSITORY BANK AND

MAKING OTHER PROVISIONS AS TO THE BONDS.

WHEREAS, the Public Service Board (the “Governing Body”) of Gauley
River Public Service District (the “Issuer”) has duly and officially adopted a Bond

Resolution on March 5, 2012 (the “Resolution”), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION OF CERTAIN IMPROVEMENTS AND

EXTENSIONS TO THE EXISTING PUBLIC WATER FACILITIES OF

GAULEY RIVER PUBLIC SERVICE DISTRICT AND THE

FINANCING OF THE COST THEREOF, NOT OTHERWISE

PROVIDED, THROUGH THE ISSUANCE BY THE DISTRICT OF NOT

MORE THAN $1,839,000 IN AGGREGATE PRINCIPAL AMOUNT OF

WATER REVENUE BONDS, SERIES 2012 A (UNITED STATES

DEPARTMENT OF AGRICULTURE); PROVIDING FOR THE RIGHTS

AND REMEDIES OF AND SECURITY FOR THE REGISTERED

OWNERS OF SUCH BONDS; AUTHORIZING THE SALE AND

PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH BONDS

AND ADOPTING OTHER PROVISIONS RELATING THERETO.

WHEREAS, the capitalized terms used herein and not otherwise defined

herein shall have the same meaning set forth in the Resolution when used herein;

WHEREAS, the Resolution provides for the issuance of the Water Revenue

Bonds, Series 2012 A (United States Department of Agriculture), of the Issuer, in the

aggregate principal amount not to exceed $1,839,000 (the “Bonds” or the “Series 2012 A

Bonds”), all in accordance with Chapter 16, Article 13A of the Code of West Virginia,
1931, as amended (the “Act”), and in the Resolution it is provided that the exact principal
amount, date, maturity date, interest rate, payment schedule, sale price and other terms of
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the Bonds should be established by a supplemental resolution, and that other matters

relating to the Bonds be herein provided for;

WHEREAS, the Bonds are proposed to be purchased by the Government

pursuant to the Letter of Conditions; and

WHEREAS, the Governing Body deems it essential and desirable that this

supplemental resolution (the “Supplemental Resolution”) be adopted, that the exact

principal amount, date, maturity date, interest rate, payment schedule, sale price and other

terms of the Bonds be fixed hereby in the manner stated herein, and that other matters

relating to the Bonds be herein provided for.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY

OF GAULEY RIVER PUBLIC SERVICE DISTRICT:

Section 1 Pursuant to the Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the Water

Revenue Bonds, Series 2012 A (United States Department of Agriculture), of the Issuer,

in the original aggregate principal amount of $1,839,000. The Series 2012 A Bonds

shall be issued in the form of one Bond, shall be dated the date of delivery, shall mature

forty years from the date thereof, shall be numbered BR-i, and the principal amount

advanced under the Series 2012 A Bonds shall bear interest at the rate of 3.00% per

annum. Monthly installments of interest only on the amounts advanced under the Series

2012 A Bonds are payable 30 days following the date of delivery of the Series 2012 A

Bonds and on the corresponding day of each month thereafter for the first 24 months after

the date of delivery of the Series 2012 A Bonds, and thereafter, monthly installments of

principal of and interest on the Series 2012 A Bonds, in the aggregate amount of $6,768,

are payable on the corresponding day of each month, except that the final installment on

the Series 2012 A Bonds shall be paid at the end of 40 years from the date of the Series

2012 A Bonds in the sum of the unpaid principal and interest due on the date thereof.

The Series 2012 A Bonds are subject to prepayment as set forth in the Resolution and the

Series 2012 A Bonds. All principal and interest payments on the Series 2012 A Bonds

will be paid by the Issuer directly to the order of the United States of America at its

National Finance Office, 1520 Market Street, St. Louis, Missouri 63103.

Section 2 All other provisions relating to the Bonds and the text of the

Bonds shall be in substantially the form provided in the Resolution.

Section 3 The Issuer hereby approves and accepts the Letter of

Conditions and all amendments thereto, and the performance of the obligations contained

therein, on behalf of the Issuer, are hereby authorized, approved and directed. The price
of the Bonds shall be 100% of par value, there being no interest accrued thereon,
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provided that the proceeds of the Bonds shall be advanced from time to time as

requisitioned by the Issuer.

Section 4 The Issuer hereby appoints and designates The City National

Bank of West Virginia, Gauley Bridge, West Virginia, to serve as the Depository Bank

under the Resolution.

Section 5 The proceeds of the Bonds, as advanced from time to time,

shall be deposited in the Series 2012 A Bonds Construction Trust Fund for payment of

the costs of the Project and the costs of issuance of the Bonds and related costs.

Section 6 The Chairperson and Secretary are hereby authorized and

directed to execute and deliver such other documents and certificates required or

desirable in connection with the Bonds hereby and by the Resolution approved and

provided for, to the end that the Bonds may be delivered to the Government pursuant to

the Letter of Conditions on or about May 1, 2009.

Section 7 The acquisition and construction of 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, welfare and safety of the

residents of the Issuer.

Section 8 The Issuer hereby determines to invest all moneys in the

funds and accounts established by the Resolution held by the Depository Bank until

expended, in money market accounts secured by a pledge of Government Obligations,
and therefore, the Issuer hereby directs the Depository Bank to invest all moneys in such

money market accounts until further directed in writing by the Issuer. Moneys in the

Series 2012 A Bonds Reserve Account shall be invested by the Commission in the West

Virginia Consolidated Fund.

Section 9 The Issuer hereby approves the costs of issuance and

authorizes the payment of the same.

Section 10 The Issuer hereby approves and accepts all contracts relating to

the financing, acquisition and construction of the Project and the Chairperson is hereby
authorized and directed to execute and deliver all such contracts.

Section 11 This Supplemental Resolution shall be effective immediately
following adoption hereof.
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Adopted this 5th day of March, 2012.

frl~4~JJ ~
Chairperson and Membe!
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted b~ the

Public Service Board of GAULEY RIVER PUBLIC SERVICE DISTRICT on the 5 day
of March, 2012.

Dated this 7th day of March, 2012.

SEAL]

Se6retary
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sPEC~M~
UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

GAULEY RIVER PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-i $1,839,000

FOR VALUE RECEIVED, on this 7th day of March, 2012, GAULEY

RIVER PUBLIC SERVICE DISTRICT, a public service district, public corporation and

political subdivision of the State of West Virginia in Fayette, Nicholas and Clay Counties

of said State (the “Issuer”), promises to pay to the order of the UNITED STATES OF

AMERICA (the “Government”), at its National Finance Office, 1520 Market Street, St.

Louis, Missouri 63103, or at such other place as the Government may hereafter designate
in writing, and in the manner provided below, the principal sum of ONE MILLION

EIGHT HUNDRED THIRTY-NINE THOUSAND DOLLARS ($1,839,000), or such

lesser amount as is set forth on the Record of Advances attached hereto and incorporated
herein by reference, plus interest on the unpaid principal balance at the rate of 3% per

annum.

The principal of and interest on this Bond shall be paid in the following
installments on the following dates: Monthly installments of interest only on the amounts

advanced hereunder, commencing 30 days following the date of delivery of this Bond

and continuing on the corresponding day of each month thereafter for the first 24 months

after the date hereof, and thereafter, on the corresponding day of each month in

installments of principal and interest in the aggregate amount of $6,768, 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 below. This consideration shall support any agreement

modifying the foregoing schedule of payments.
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~1SPEC~M
If the total amount of the loan is not advanced at the time of loan closing,

the loan shall be advanced to the Issuer as r~quested by the Issuer 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

princip4l.

Prepayments of scheduled installments, or any portion thereof, may be

made at any time at the option of the Issuer. Extra payments, as defined in the

regulations •of the Government, shall, after payment of interest, be applied to the

installment last to come due under this Bond and shall not affect the obligation of the

Issuer to pay the remaining installments as scheduled herein.

Any amount advanced or expended by the Government for the collection

hereof, or to preserve or to 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 the

Issuer to the Government without demand. The Issuer agrees to use the loan evidenced

hereby solely for purposes authorized by the Government. The Issuer has granted to the

Government a lien on the proceeds of this Bond until such proceeds are expended for

authorized purposes.

This Bond is issued (i) to pay a portion~of the costs of acquisition and

.~ construction of certain improvements and extensions to the existing public water facilities

of the Issuer (the “Project”); and (ii) to pay certain costs of issuance of this Bond and

related costs. The existing public water facilities of the Issuer; the Project and any further

improvements and extensions thereto are herein called the “System.” This Bond is issued

under the authority of and in full compliance with the Constitution and statutes of the

State of West Virginia, including particularly Chapter 16, Article 13A of the Code of

West Virginia, 1931, as amended (the “Act”), a Bond Resolution duly adopted by the

Issuer on March 5, 2012, and a Supplemental Resolution duly adopted by the Issuer on

March 5, 2012 (collectively, the “Resolution”), and is subject to.. all the terms and

conditions thereof. The Resolution provides for the issuance of additional bonds under

certain conditions, and such bonds would be entitled to be paid and secured equally and

ratably frpm and by the funds and revenues and other security provided for this Bond

under the Resolution.

?iLr~U (

~ }

I

I!
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~II~ ~
R

-~
T

~

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,

PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT WITH THE
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AR~PEC~~
ISSUER’S (1) WATERWORKS REVENUE BONDS, SERIES 1986, DATED MAY 9,

1986, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $123,230; (2) WATER

REVENUE BONDS, SERIES 1993, DATED MARCH 17, 1993, ISSUED IN THE

ORIGINAL PRINCIPAL AMOUNT OF $1,600,000; (3) WATER REVENUE BONDS,

SERIES 1997 A, DATED JUNE 26, 1997, ISSUED IN THE ORIGINAL PRINCIPAL

AMOUNT OF $414,000; (4) WATER REVENUE BONDS, SERIES 1997 B, DATED

JUNE 26, 1997, ISSUED IN THE ORIGINAL PRINCIPAL A~vIOIJNT OF $57,000; (5)
WATER REVENUE BONDS, SERIES 2005 A, DATED NOVEMBER 2, 2005,

ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $1,623,000; (6.) WATER

REVENUE BONDS, SERIES 2007 A, DATED NOVEMBER 13, 2007, ISSUED IN

THE ORIGINAL PRINCIPAL AMOUNT OF $354,818; AND (7) WATER REVENUE

BONDS, SERIES 2010 A (UNITED STATES DEPARTMENT OF AGRICULTURE),
DATED MARCH 25, 2010, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF

$2,150,000 (COLLECTIVELY, THE “FIRST LIEN BONDS”).

THIS BOND IS ISSUED SENIOR AND PRIOR WITH RESPECT TO

LIENS, PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT TO THE

ISSUER’S SUPPLEMENTAL SUBORDINATE WATERWORKS REVENUE BONDS,

SERIES 1986, DATED MAY 9, 1986, ISSUED IN THE ORIGiNAL PRINCIPAL

AMOUNT OF $61,350 (THE “SERIES 1986 B BONDS”). THE FIRST LIEN BONDS

AND THE SERIES 1986 B BONDS ARE COLLECTIVELY REFERRED TO AS THE

“PRIOR BONDS.”

. .

. ~ ~ ~ .~

NLJ~

~1I

This Bond is payable only from and secured by a pledge of~ the Net

Revenues~ (as defined in the Resolution) to be derived from the System, on a parity with

~the pledge of Net Revenues in favor of the registered owners of the First Lien Bonds, and

from moneys in the reserve account created under the Resolution for this Bond (the
“Series 2012 A Bonds Reserve Account”) and unexpended proceeds of this Bond. Such

Net Revenues shall be sufficient to pay the principal of and interest on all bonds which

may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged
for such purpose. This Bond does not constitute an indebtedness of the Issuer within the

meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer

be obligated to pay the same or the interest hereon, except from said special fund

provided from the Net Revenues, the moneys in the Series 2012 A Bonds Reserve

Account and unexpended proceeds of this Bond. Pursuant to the Resolution, the Issuer

has covenanted and agreed to establish and maintain just and equitable rates and charges
for the use of the System and the services rendered thereby, which shall be sufficient,

together with other revenues of the System, to provide for the reasonable expenses of

operation, repair and maintenance of the System, and to leave a balance each year equal
to at least 115% of the maximum amount required in any year for payment of principal of

and interest on this Bond and all other obligations secured by a lien on or payable from

such revenues on a parity with this Bond, including the Prior Bonds; provided however,
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~‘SPEC~~ E~’~
that so long as there exists in the Series 2012 A Bonds Reserve Account, an amount equal
to the maximum amount of principal and interest which will become due on this Bond in

any year, and in the respective reserve accounts for any other obligations outstanding on

a parity with this Bond, including the Prior Bonds, an amount equal to the requirement
therefor, such percentage may be reduced to 110%. The Issuer has entered into certain

further covenants with the Registered Owner of this Bond. for the terms of which

reference is made to the Resolution. Remedies provided the kegistered Owner of this

Bond ar~e exclusively as provided in the Resolution, to which reference is here made for a

detailed description thereof.

Subject to the registration requirements in the Resolution, this Bond is

transferable, as provided in the Resolution, only upon the books of the Secretary of the

Issuer, as registrar (the “Registrar”), which shall be kept for that purpose at the office of

the Registrar, by the Registered Owner or by its attorney or legal representative duly
authorized in writing, upon surrender of this Bond, together with a written instrument of

transfer satisfactory to the Registrar, duly executed by the Registered Owner or its

attorney or legal representative duly authorized in writing.

Subject to the registration requirements in the Resolution, 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

Resolution, shall be applied solely to payment of the costs of acquisition and construction

‘ofthe ‘PrOject and the costs of’ issuance’hereof as ‘described in the Resolution, and there~~

c. shall be and hereby is created and granted a lien upon such moneys, until so applied, in

favor of the registered owner of this Bond.

The Issuer 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 such purposes and periods of time.

If at any time it so appears to the Government that the Issuer may be able to

obtain a loan from a responsible cooperative or private creditor at reasonable rates and

terms for loans for such purposes and period of time, the Issuer will at the Government’s

request apply for and accept such loan in sufficient amount to repay the Government.

In accordance with the requirements of the United States Department of

Agriculture for the issuance of parity obligations, this Bond will be in default should any

proceeds of this Bond be used for a purpose that will contribute to excessive erosion of
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highly erodible land or to the conversion of wetlands to produce an agricultural

commodity.

This Bond is given as evidence of a loan to the Issuer made or insured by
the Government pursuant to the Rural Development Act of 1972. This Bond shall be

subject to the present regulations of the Government and to its future regulations not

inconsistent with the express provisions hereof.

IT IS HEREBY CERTIFIED, RECITED ANT) DECLARED that all acts,

conditions and things required to exist, happen and be performed precedent to and at the

issuance of this Bond do exist, have happened and have been performed in due time,

form and manner as required by law, and that the amount of this Bond, together with all

other obligations of the Issuer, does not exceed any limit prescribed by the Constitution

or statutes of the State of West Virginia and that a sufficient amount of the Net Revenues

of the System has been pledged to and will be set aside into said special fund by the

Issuer for the prompt payment of the principal of and interest on this Bond.

All provisions of the Resolution, resolutions and statutes under which this

Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the

same extent as if written fully herein.
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IN WITNESS WHEREOF, GAULEY RIVER PUBLIC SERVICE

DISTRICT has caused this Bond to be signed by its Chairperson and its corporate seal to

be hereunto affixed and attested by its Secretary, and has caused this Bond to be dated as

of the date first written above.

SEAL]

ATTEST:
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AR-I

(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1) $213,707.10 3/7/12 (19)$
(2)$ (20)$

(3)$ (21)$

(4)$ (22)$
(5) $ (23) $

(6)$. (24)$
(7)$ (25)$
(8)$ (26)$
(9) $ (27) $

(105$ (28)$
(11)$ (29)$

(12)$ (30)$
(13)$ (31)$

(14)$ (32)$

(15)$ (33)$
(16)$ (34)$

(17) $ (35) $

(18)$ (36)$

$

TOTAL
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(Form of)
,-,~-=-, r\

ASSIGNMENT ~r ~

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers

the within Bond and does hereby irrevocably constitute and appoint
________________

Attorney to transfer said Bond on the books kept for registration thereof with full power

of substitution in the premises.

Dated:

~TMRE~t

11

:O~~y

•

11
:~4,~

~

C. CO

unto

In the presence of:



BOND REGISTER 2.8

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

GAULEY RIVER PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

Bond Number Principal Amount Date of Bond

No. AR-i $1,839,000 March 7, 2012

NO WRITING ON THIS BOND REGISTER EXCEPT BY THE REGISTRAR

Name of Registered Owner: Signature of Registrar

United States of America Gauley River Public Service District

National Finance Office

1520 Market Street

St. Louis, Missouri 63103 ~ /
~~etary
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BOND RESOLUTION

Introduced on

/~
Introduced by Passed by Board

R~c,~I D~eii~~
A Resolution authorizing the acquisition and construction of,
and operation and maintenance of, certain public service

properties constituting water facilities all within the Gauley
River Public Service District; authorizing the issuance of not

more than $200,000 in aggregate principal amount of Waterworks

Revenue Bonds. Series 1986, and not more than $100,000 in

aggregate principal amount of Supplemental Subordinate

Waterworks Revenue Bonds, Series 1986, of said Gauley River
Public Service District to be used, along with other funds and

moneys of, or available to, the Gauley River. Public Service
District which may be lawfully expended for such purposes, to

finance the cost of such acquisition and construction, to pay
interest during construction, to pay other costs in connection

therewith and if determined by supplemental resolution to fund

reserve accounts for such bonds; establishing rates for use of

System; providing for the rights and remedies of and security
for the owners of such bonds; and adopting other provisions
related thereto.

Be It Resolved by the Public Service Board of the Gauley River

Public Service District, situated in Fayette, Nicholas and Clay
Counties, West Virginia

ARTICLE I

DEFINITIONS, STATUTORY MJTIIORITY AND FINDINGS

Section 1.01. Definitions The following terms shall

have the following meanings in this Resolution unless the
context expressly requires otherwise:

A. Act shall mean Chapter 16, Article ].3A, of the

Code of West Virginia, 1931, as amended and in effect on the

date of enactment of this Resolution.

B. Authority shall mean the West Virginia Water

Development Authority, which is expected to be the original
purchaser of the Original Bonds, or any other agency of the
State of West Virginia that succeeds to the functions of the

Authority.
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C. ~ shall mean the public service board of

the District.

D. Bond Construction Trust Fund shall mean the

fund created by Section 4.01(3) hereof.

E. “Bondholder or 0Owner of the Bonds or 0owner

or ar~y similar term shall mean any person who shall be the

registered owner of any outstanding Primary Bond or Supplemental
Bond. as the case may be.

F. TMBonds shall mean collectively, the Primary
Bonds and the Supplemental Bonds, both as hereinafter defined.

C. wChairman shall mean the Chairman of the Public

Service District or any acting chairman duly appointed by the

District.

H. Code shall mean the Internal Revenue Code of

1954, as amended.

I. “Cominission~ shall mean the West Virginia
Municipal Bond Commission or any other agency of the State of
West Virginia which succeeds to the functions of the Commission.

J• NConsulting Engineers shall mean Appalachian,
Hart & Milam, Inc., Consulting Engineers, Dunbar, west

virginia, or any engineer or firm of engineers which shall at

any time hereafter be retained by the District as Consulting
Engineers for the System as hereinafter defined.

K. Cost of Project shall mean those costs

described in Section 1.03(D) hereof to be a part of the cost of
the acquisition and construction of the Project, as hereinafter

defined.

L. Depository Bank shall mean the bank designated
as such in the Supplemental Resolution, as hereinafter defined,
and its successors and assigns.

M. MDistrict~ shall mean the Gauley River Public
Service District.

N. NEvent of Default shall mean any occurrence or

event specified in Section 8.01.

0.. “FDIC shall mean the Federal Depository Insurance

Corporation or any successor thereto.

P. Fiscal Year shall mean each twelve month period
beginning on July 1 and ending on the succeeding June 30.
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I.

Q. “Government Obligations” shall mean U) direct

obligations of. or obligations the timely payment of the

principal of and interest on which is guaranteed by, the United

States of America, (ii) evidences of ownership of a

proportionate interest in specified direct obligations of, or

specified obligations which are unconditionally and fully
guaranteed by, the United States of America, which obligations
are held by a bank or trust company organized and existing
under the laws of the United States of America or any state

thereof in the capacity of custodian and (iii) obligations, the

sole source of the payment of the principal of and interest on

which are obligations of the nature of those described in

clause (i), which are irrevocably pledged for such purposes.

9. “Gross Revenues” shall mean the aggregate gross

operating and non-operating revenues of the System, as

hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt
payment discounts, if any, and reasonable provision for

uncollectible accounts; provided, that “Gross Revenues” does

not include any gains from the sale or other disposition of. or

from any increase in the value of. capital assets (including
Qualified Investments, as hereinafter defined) or any Service
Connection Fees, as hereinafter defined, and for the furnishing
by the District of miscellaneous service.

S. “Independent Accountants” shall mean any
certified public accountant or firm of certified public
accountants which shall be retained by the District as

independent accountants for the System.

T. “Loan Agreement” shall mean the Loan Agreement
between the Authority and the District, in substantially the

form attached as Exhibit B hereto and incorporated herein by
reference, providing for the purchase of the Primary Bonds

originally authorized hereby from the District by the Authority.

U. “Net Revenues” shall mean the balance of the

Gross Revenues remaining after deduction of Operating Expenses,
as hereafter defined.

V. “Operating Expenses” shall mean the reasonable,
proper and necessary costs of maintenance and operation of the

System and includes, without limiting the generality of the

foregoing, administrative, engineering, legal, auditing and

insurance expenses, other than those capitalized as part of the

Costs, fees and expenses of the Authority, fiscal agents, the

Registrar and Paying Agent (both as hereinafter defined), other

than those capitalized as part of the Costs, payments to

pension or retirement funds, taxes and such other reasonable

operating costs and expenses as should normally and regularly
be included under generally accepted accounting principles;
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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 or such miscellaneous deductions as are applicable to

prior accounting periods.

w. wOriginal Bonds or Bonds originally authorized

hereby or similar phrases shall mean, collectively, the

Primary Bonds and the Supplemental Bonds issued for the purpose

of paying a portion of the Costs of the Project and for such

other purposes permitted hereby and more particularly authorized

by a resolution supplemental hereto.

x. Outstanding, when used with reference to Bonds,

whether Primary Bonds or Supplemental Bonds, and as of any

particular date, describes all such Bonds theretofore having
been and thereupon being authenticated and delivered except (i)

any such Bond cancelled by the Registrar, at or prior to said

date; (ii) any such Bond for the payment of which moneys, equal
to its principal amount, with any interest to the date of

maturity of any such Bonds, shall be in trust hereunder and set

aside for such payment (whether upon or prior to maturity);
(iii) any such Bond deemed to have been paid as provided in

Article IX hereof; and (iv) for purposes of consents or other

action by a specified percentage of Bondholders,, any such Bond

registered to the District.

y• •Parity Bonds shall mean additional Bonds issued

under the provisions and within the limitations prescribed by
Section 6.08 hereof.

Z. Paying Agent shall mean the bank or banks or

other entities designated in a resolution supplemental hereto.

Ak. 0Primary Bonds shall mean the not more than

$200,000 in aggregate principal amount of Waterworks Revenue

Bonds, Series 1986, originally authorized by this Resolution

and any pan passu additional Bonds hereafter issued within the

terms, restrictions and conditions contained herein.

BE. Program0 shall mean the Authority’s loan

program, under which the Authority purchases the water

development revenue bonds of local governmental entities

satisfying certain legal and other requirements with the

proceeds of water development revenue bonds of the Authority.

CC. Project shall mean the acquisition and

construction of the new waterworks system described in Exhibit
A attached hereto.
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DO. “I’5C0 shall mean the Public Service Commission of

West Virginia or any other agency of the State that succeeds

the functions of the PSC.

EE. Qualified Investments shall mean and include

any of the following:

(a) Government Obligations;

(b) Government Obligations which have been

stripped of their unmatured interest coupons, interest coupons

stripped from Government Obligations and receipts or

certificates evidencing payments from Government Obligations or

interest coupons stripped from Government Obligations;

Cc) Bonds, debentures, notes or other evidences
of indebtedness issued by any of the following agencies: Banks

for Cooperatives; Federal Intermediate Credit Banks; Federal

Home Loan Bank System; Export-Import Bank of the United States;
Federal Land Banks; the Government National Mortgage
Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;

(d) Any bond, debenture, note, participation
certificate or other similar obligation issued by the Federal

National Mortgage Association to the extent such obligation is

guaranteed by the Government National Mortgage Association or

issued by any other federal agency and backed by the full faith

and credit of the United States of America;

(e) Time accounts (including accounts evidenced

by time certificates of deposit, time deposits or other similar

banking arrangements) which, to the extent not insured by the

FDIC 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) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through
Cd). above, with banks or national banking associations which
are members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable
coincident with the maturity of said repurchase agreements or

must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said

repurchase agreements, and p~ovided further that the owner of
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such repurchase agreement shall have a prior perfected security
interest in the collateral therefor; must have (or its agent
must have) possession of such collateral; and such collateral

must be free of all claims by third parties; and

(g) The “consolidated fund0 (or any distinct

portion thereof) managed by the West Virginia State Board of

Investments pursuant to Article 6, Chapter 12 of the Code of

West Virginia. 1931. as amended, provided that investments by
such fund (or portion thereof) on behalf of the District may

only be in Qualified Investments other than the those described

in this paragraph (g).

FF. “Record Date shall mean the 15th day of the

month preceding any interest payment date (or, with respect to

noninterest—bearing Bonds, any principal payment date) on the

Bonds issued hereunder.

GG. “Registrar shall mean the bank or banks or other

entity designated as such in a resolution supplemental hereto.

HN. “Renewal and Replacement Fund0 shall mean the

fund created by Section 4.01(2) hereof.

II. “Reserve Account shall mean the account in the

Sinking Fund, as hereinafter defined, created by Section 4.02

(l)(a) hereof.

JJ. “Reserve Account Requirement” shall mean, as of

any date of calculation, the maximum amount of principal and

interest which will mature and come due on the Primary Bonds in

the then current or any succeeding year.

U. “Revenue Fund” shall mean the the fund created by
Section 4.01(1) hereof.

LI.. “Secretary” shall mean the Secretary of the

District or any acting secretary duly appointed by the District.

MM. “Service Connection Fees” shall mean the fees, if

any, paid by prospective customers of the System in order to

connect thereto.

NM. “Sinking Fund” shall mean the fund created by
Section 4.02(1) hereof.

00. “State” shall mean the State of West Virginia.

PP. “Supplemental Bonds” shall mean the not more than

$100,000 in aggregate principal amount of Supplemental
Subordinate Waterworks Revenue Bonds, Series 1986. originally
authorized by this Resolution and any pan passu additional

Supplemental Bonds hereinafter issued within the terms.
resolutions and conditions contained herein.

—6-



QQ. “Supplemental Loan Agreement” shall mean the

Supplemental Loan Agreement between the Authority and the

District, in substantially the form attached as Exhibit C

hereto and incorporated herein by reference, providing for the

purchase of the Supplemental Bonds originally authorized hereby
from the District by the Authority.

RR. “Supplemental Reserve Account” shall mean the

account established in the Supplemental Sinking Fund pursuant
to Section 4.02(2)(a) hereof.

SS. “Supplemental Reserve Requirement” shall mean as

of any date of calculation, the maximum amount of principal and

interest, if any, which will become due on the Supplemental
Bonds in the then current or any succeeding year.

TT. “Supplemental Resolution” shall mean any

resolution or order of the District supplementing or amending
this Resolution and, when preceded by the article “the”, refers

specifically to the supplemental resolution authorizing the

sale of the Original Bonds; provided, that any matter intended

by this Resolution to be included in the Supplemental
Resolution with respect to the Original Bonds and not so

included may be included in another Supplemental Resolution.

UU. “Supplemental Sinking Fund” shall mean the fund

established by Section 4.02(2) hereof.

VV. “System” shall mean the Project and any

extensions, additions, betterments and improvements thereto

hereafter acquired or constructed for said waterworks system
from any sources whatsoever, both within and without said

District.

WW. “WDA Loan Agreements” shall mean, collectively,
the Loan Agreement and the Supplemental Loan Agreement.

XX. Words importing singular number shall include the

plural number in each case and vice versa, and words importing
persons shall include firms and corporations. Words importing
the masculine gender include all other genders.

YY. Additional terms and phrases are defined in this

Resolution as they are used. Accounting terms not specifically
defined herein shall be given meaning in accordance with

general accepted accounting principles.

ZZ. The terms “herein”, “hereunder”, “hereby”,
“hereto”, “hereof” and any similar terms refer to this

Resolution; and the term “hereafter” means after the date of

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

subsections of this Resolution so numbered.

Section 1.02. Authority of this Resolution This

Resolution is enacted pursuant to the provisions of the Act and

other applicable provisions of law.

Section 1.03. Findinq~ It is hereby found,
determined and declared as follows:

A. The residents of the District have no public
water service available to them, and the District has

deterir.ined that their current sources of water are inadequate.

B. It is deemed necessary and desirable for the

health, welfare and safety of the inhabitants Of the District

that there be acquired and constructed a wateruorks system at

an estimated cost of $1,174,980, in accordance with the plans
and specifications prepared and revised by Consulting
Engineers, which plans and specifications are on file with the

District, and which Project is generally described in Exhibit A

attached hereto and by this reference made a part hereof and

has an estimated useful life in excess of forty (40) years.

C. The estimated revenues to be derived in each year

after the enactment of this Resolution from the operation of

said System will be sufficient to pay all the costs of the

operation and maintenance of said System, the principal of and

interest on the Original Bonds and all sinking fund and other

payments provided for in this Resolution.

D. it is deemed necessary for the District to issue

its Original Bonds to finance the costs of acquisition and

construction of the Project. Said costs shall be deemed to

include the cost of the acquisition of any real property
involved; the cost of the construction of the Project and any
other expenses necessary, incidental, desirable or appurtenant

p to the acquisition and construction of the Project; engineering
and legal expenses; expenses for estimates of costs and

revenues; expenses for plans, specifications and surveys;

expenses for fiscal or other agents in connection with the

issuance of the Original Bonds; interest on the Primary Bonds

prior to, during and for & months after completion of

•
construction of the Project; and such other expenses as may be

necessary or desirable to said acquisition and construction of

the Project authorized by this Resolution and the financing
authorized by this Resolution.

E. It is in the best interests of the District that

its Original Bonds be sold to the Authority pursuant to the

terms and provisions of the Loan Agreement and the Supplemental
Loan Agreement between the District and the Authority.
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F. There are riot outstanding any obligations of the

District which will rank prior to or on a parity with the

Original Bonds as to lien and source of and security for

payment.

0. The District has compiled with all requirements
of West Virginia law relating to authorization of the

construction, acquisition and operation of the Project and

issuance of the Original Bonds, or will have so complied prior
to issuance of any thereof, including, among other things, the

obtaining of a Certificate of Convenience arid Necessity from

the Public Service Commission of West Virginia by final order,
the time for rehearing and appeal having expired.

Section 1.04. Resolution Constitutes Contract In

consideration of the acceptance of the Original Bonds and such

other bonds authorized to be issued hereunder by those who

shall own the same from time to time, this Resolution shall be

deemed to be and shall constitute a contract between the

District and such Bondholders. and the covenants and agreements
herein set forth to be performed by said District shall be for

the equal benefit, protection and security of the legal owners

of any arid all of such Primary Bonds or of such Supplemental
Bonds, as the case may be, all of which Primary Bonds and

supplemental Bonds, respectively, shall be of equal rank and

without preference, priority or distinction between any one

Bond and any other Bonds, as the case may be, by reason of

priority of issuance or otherwise, except as expressly provided
therein and herein.

ARTICLE II

AUTHORIZATION OF ACQUISITION
AND CONSTRUCTION OF PROJECT

Section 2.01. Authorization of Project There is

hereby authorized the acquisition and construction of the

Project in accordance with plans and specifications therefor

prepared by the Consulting Engineers.

ARTICLE III

AUTHORIZATION. TERMS, EXECUTION

AND REGISTRATION OF BONDS

Section 3.01. Authorization and Terms of Original
Bonds For the purpose of financing a portion of the costs of

the acquisition and construction of the Project not otherwise

provided for there shall be issued the Original Bonds of the
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District. The Original Bonds shall be issued in two issues, to

be designated, respectively. uwaterworks Revenue Bonds, Series

1986” in an aggregate principal amount of not more than

$200,000, and “Supplemental Subordinate Waterworks Revenue

Bonds, Series 1986,” in an aggregate principal amount of not

more than $100,000. The Original Bonds shall be dated as of

the date of delivery thereof, shall mature on October 1 in such

years, not exceeding forty (40) years after the date of

issuance; and in such amounts as shall be set out in the

respective Schedule X to the WDA Loan Agreements. The Primary
Bonds shall bear interest at the rate of 9.75 percent per

annum, payable semiannually on April 1 and October 1. of each

year, beginning on the first interest payment date following
issuance and delivery of the Original Bonds. The Supplemental
Bonds bear no interest. The Original Bonds shall contain such

other terms, provisions, conditions and limitations, all as

provided by this Resolution and the WDA Loan Agreements and as

the Board shall prescribe by resolution (or by supplemental or

amendatory resolution of said District as said District shall

deteritine) adopted in connection with the sale of such original
Bonds.

The Bonds shall be payable as to principal at the

principal office of the Paying Agent in any coin or currency
which, on the respective dates of payment of principal, is

legal tender for the payment of public or private debts under

the laws of the United States of America. Interest on the

Bonds shall be paid by check or draft mailed to the registered
owner thereof at the address as its appears on the books of the

Registrar, provided, that so long as the Authority is the owner

thereof, interest on the Primary Bonds may be paid by wire

transfer or other methods satisfactory to the District, the

Paying Agent and the Authority.

Unless otherwise provided by the Supplemental
Resolution, the Original Bonds shall be issued in the form of a

single bond for each issue, fully registered to the Authority.
with a payment record attached, representing the aggregate
principal amount of each issue, and shall mature in principal
installments, all as provided in the WDA Loan Agreements and

sajd Supplemental Resolution. Bonds shall be exchangeable at

the option and expense of the Owner for other fully registered
Bonds in aggregate principal amount equal to the amount of said

Bonds then Outstanding, with principal installments or

maturities, as applicable, corresponding to the dates of

payment of principal installments of said Bonds; provided, that

the Authority shall not be obligated to pay any expenses of

such exchange.

Subsequent series of Bonds may be issued in fully
registered form, in the denomination of $5,000 or any integral
multiple thereof, all as determined by a Supplemental
Resolution. Said Bonds shall be dated as of the date specified
in a said Supplemental Resolution and shall bear interest from

such date.

p
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Section 3.02. Execution of Bonds Said Bonds shall

be executed in the name of the District by the Chairman, and

the seal of the District shall be affixed thereto or imprinted
thereon and attested by the Secretary. In case any one or more

of the officers who shall have signed or sealed any of the

Bonds shall cease to be such officer of the District before the

Bonds so signed and sealed have been sold and delivered, such

Bonds may nevertheless be sold and delivered as herein provided
and may be issued as if the person who signed or sealed such

Bonds had not ceased to hold such office. Any Bonds may be

signed and sealed on behalf of the District by such person as

at the actual time of the execution of such Bonds shall hold

the proper office in the District, although at the date of such

Bohds such person may not have held such office or may not have

been so authorized.

Section 3.03. Authentication and Registration No

Bond shall be valid or obligatory for any purpose or entitled

to any security or benefit under this Resolution unless and

until the Certificate of Authentication and Registration on

such Bond, substantially in the form set forth in Section 3.08,
shall have been manually executed by the Registrar. Any such

executed Certificate of Authentication and Registration upon

any such Bond shall be conclusive evidence that such Bond has

been authenticated, registered and delivered under this

Resolution. The Certificate of Authentication and Registration
on any Bond shall be deemed to have been executed by the

Registrar if manually signed by an authorized officer of the

Registrar. but it shall not be necessary that the same officer

sign the Certificate of Authentication and Registration on all

of the Bonds issued hereunder.

Section 3.04. Negotiability, Transfer and

Registration Subject to the provisions for transfer of

registration set forth below, the Bonds shall be, and have all

of the qualities and incidents of, negotiable instruments under

the Uniform Commercial Code of the State of West Virginia, and

each successive owner, in accepting any of said Bonds shall be

conclusively deemed to have agreed that such Bonds shall be and

have all of the qualities and incidents of negotiable
instruments under the Uniform Commercial Code of the State of

West Virginia, and each successive owner shall further be

conclusively deemed to have agreed that said Bonds shall be

incontestable in the hands of a bona tide holder for value.

So long as any of the Bonds remain outstanding, the

District, through the Registrar, shall keep and maintain books

for the registration and transfer of the Bonds.

Bonds shall be transferable only upon the books of the

Registrar, by the 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

Registrar duly executed by the registered owner or his duly
authorized attorney.

p
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In all cases in which the privileqa of exchanging
Bonds or transferring Bonds are exercised, Bonds shall be

delivered in accordance with the provisions of this

Resolution. All Bonds surrendered in any such exchanges Or

transfers shall forthwith be cancelled by the Registrar. For

every such exchange or transfer of Bonds, the Registrar may
make a charge sufficient to reimburse it for any tax, fee or

other governmental charge required to be paid with respect to

such exchange or transfer and the cost of preparing each new

Bond upon each exchange or transfer, and any other expenses of

the Registrar incurred in connection therewith, which sum or

sums shall be paid by the District. The Registrar shall not be

obliged to make any such exchange or transfer of Bonds during
the period beginning on the Record Date and ending on the day
preceding the applicable interest payment date or principal
payment date or, in the case of any proposed redemption of

Bonds, on or after the date of the selection of Bonds to be

redeemed.

Section 3.05. Bonds Mutilated, Destroyed, Stolen or

Lost In case any Bonds shall become mutilated or be

destroyed, stolen or lost, the District may in its discretion

issue and deliver, and the Registrar shall authenticate, a new

Bond in exchange and substitution for such mutilated Bonds,

upon surrender and cancellation of such mutilated Bonds, or in

lieu of and substitution for the Bond destroyed, stolen or

lost, and upon the Owner’s furnishing the District and~ the

Registrar proof of his ownership thereof and satisfactory
indeir.nity and complying with such other reasonable regulations
and conditions as the District and the Registrar may prescribe
and paying such expenses as the District and the Registrar may

incur. All Bonds so surrendered shall be cancelled by the

Registrar and held for the account of the District. If such

Bond shall have matured or be about to mature, instead of

issuing a substitute Bond, the District may pay the same, upon

being indemnified as aforesaid, and, if such Bond be lost,
stolen, or destroyed, without surrender therefor.

Any such duplicate Bonds issued pursuant to this

Section shall constitute original, additional contractual

obligations on the part of the District, whether or not the

lost, stolen or destroyed Bonds be at any time found by any

one, and such duplicate Bonds shall be entitled to equal and

proportionate benefits and rights as to lien and source of

security for payment from the revenues pledged herein with all

other Bonds issued hereunder provided that any such duplicate
Bonds must be authenticated by the Registrar as set forth in

Section 3.03 hereof.

Section 3.06. Bonds not to be Indebtedness of the

District The Bonds shall not, in any event, be or constitute
an indebtedness of the District within the meaning of any
constitutional or statutory provision or limitation, but shall
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be payable solely from the Net Revenues derived from the

operation of the System as herein provided. No Owner or Owners

of any of the Bonds shall ever have the right to compel the

exercise of the taxing power, If any, of the District to pay
the Bonds or any interest thereon.

Section 3.07. Bonds Secured by Pledge of Net

Revenues; Supplemental Bonds to be Junior and Subordinate to

Primar~y~Bonds The payment of the debt service of all the

Primary Bonds shall be secured forthwith equally and ratably
with each other by a first lien on the Net Revenues derived

from the System. The payment of the debt service of all the

Supplemental Bonds shall also be secured forthwith equally and

ratably with each other by a lien on the Net Revenues derived
from the System, but junior and subordinate to the lien on such

Net Revenues in favor of the Owners of the Primary Bonds. Such

Net Revenues in an amount sufficient to pay the principal of

and interest on and other payments for the Bonds and to make

the payments into the sinking funds and the reserve accounts

therein and in the Renewal and Replacement Fund hereinafter
established, are hereby irrevocably pledged to the payment of

the principal of and any interest on the Bonds as the same

become due.

Section 3.08. Form of Original Bonds The text of

the Primary Bonds and the Supplemental Bonds shall be of sub

stantially the following tenor, with such omissions, insertions
and variations as may be necessary and desirable and authorized
or permitted by this Resolution or any subsequent resolution or

ordinance adopted or enacted prior to the issuance thereof.

(FORM OP THE PRIMARY BOND)

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

COUNTIES OF FAYETTE, NICHOLAS AND CLAY

GAULEY RIVER PUBLIC SERVICE DISTRICT

p WATERWORKS REVENUE BOND,
SERIES 1986

No. R—l $123,230

KNOW ALL MEN BY THESE PRESENTS: That the GAULEY RIVER

PUBLIC SERVICE DISTRICT, a public corporation organized and

existing under the laws of, and a political subdivision of. the
State of West Virginia in Fayette, Nicholas and Clay Counties
of said State (the NDistrict_), 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 0), or registered
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assigns, the sum of One Hundred Twenty-three Thousand Two

Hundred Thirty Dollars ($123,230), in installments on October 1.

of each year as set forth on the Schedule of Annual Debt

Service attached as Exhibit A hereto and incorporated herein

by reference, with interest on each installment at the rate per
annum of 9.75%.

The interest rate on each installment shall run from

p the date of this Bond until payment of such installment, and
such interest shall be payable on the 1st day of April and the

1st day of October in each year beginning October 1, 1986.

Principal installments of this Bond are payable in any coin or

currency which, on the respective dates of payment of

principal, is legal tender for the payment of public and

private debts under the laws of the United States of America,
at the principal corporate trust office of The Gauley National

Dank, Gauley Bridge. West Virginia, as registrar and paying
agent (the Registrar). The interest on this Bond is payable
by check or draft mailed to the Authority at the address as it

appears on the books of the Registrar on the 15th day of the

p month preceding an interest payment date or by such other

method as shall be mutually agreeable so long as the Authority
is registered owner hereof.

This Bond may be redeemed prior to its stated date of

maturity in whole or in part, but only with the express written

consent of the Authority and as otherwise provided by the Loan

Agreement, dated as December 18, 1985, between the District and

the Authority.

This Bond represents the entire series or is one of a

series of bonds entitled ~Waterworks Revenue Bonds, issued by
the District in the aggregate principal amount of $123,230 (the
wBondsw) to pay costs of acquisition and construction of a new

public waterworks system of the District (the Project) and to

pay certain costs of issuance hereof and related costs. This
Bond is issued under the authority of and in full compliance
with the Constitution and statutes of the State of West

p Virginia. including particularly Chapter 16, Article 13A of the
Code of West Virginia, 1931, as amended (the Act), a

Resolution duly adopted by the District on the 30th day of

April, 1986, and a Supplemental Resolution adopted by the
District on the 30th day of April, 1986 (collectively, the

0Resolution), and is subject to all the terms and conditions

p thereof. The Resolution provides for the issuance of
additional bonds under certain conditions, and such bonds would
be entitled to be paid and secured equally and ratably from and

by the funds and revenues and other security provided for the

Bonds under the Resolution.

p This Bond is issued contemporaneously with the

Supplemental Subordinate Waterworks Revenue Bonds, Series 1986
of the District (the ~Supplemental Bonds), issued in the
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aggregate principal amount of $61,350, which Supplemental Bonds

are junior and subordinate with respect to liens and sources of

and security for payment of the Bonds of this issue.

This Bond is payable only from and secured by a first

lien on and pledge of the Net Revenues (as defined in the

Resolution) to be derived from the operation of the System.
moneys in the Reserve Account created under the Resolution and

unexpended proceeds of the Bonds. Such Net Revenues shall be

sufficient to pay the principal of and interest on all bonds

which may be issued pursuant to the Act and which shall be set

aside as a special fund hereby pledged for such purpose. This

Bond does not constitute a corporate indebtedness of the

District within the meaning of any constitutional or statutory
provisions or limitations, nor shall the District be obligated
to pay the same or the interest thereon except from said

special fund provided from the Net Revenues, the moneys in the

Reserve Account and unexpended Bond proceeds. Pursuant to the

Resolution, the District has covenanted and agreed to establish

and maintain just and equitable rates and charges for the use

of the System and the services rendered thereby, which shall be

sufficient to provide for the reasonable expenses of operation,
repair and maintenance of the System,

___________________________

such
. percentage may be reduced to 110%. The District has

entered into certain further covenants with the registered
owners of the Bonds for the terms of which reference is made to

the Resolution. Remedies provided the registered owners of the

Bonds are. exclusively as provided in the Resolution, to which

reference is here made for a detailed description thereof.

This Bond is transferable, as provided in the

Resolution, only upon the books of the Registrar, kept for that

purpose at the office of the Registrar by the registered owner,

or by its attorney duly authorized in writing, upon the

surrender of this Bond together with a written instrument of

transfer satisfactory to the Registrar duly executed by the

registered owner or its attorney duly authorized in writing.

Subject to the registration requirements, this Bond
under the provisions of the Act is and has all the qualities
and incidents of, a negotiable instrument under the Uniform

Coum~ercial Code of the State of West Virginia.

All money received from the sale of this Bond, after
reimbursement and repayment of all amounts advanced for

preliminary expenses as provided by law, shall be applied
solely to the payment of the Costs of the Project described in

the Resolution or to the appurtenant sinking fund, and there

shall be and hereby is created and granted a lien upon such

moneys, until so applied, in favor of the owner of this Bond.
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IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all

acts, conditions and things required to exist, happen and be

performed precedent to and in the issuance of this Bond have

existed, have happened, and have been performed in due time,
form and manner as required by law, and that the amount of this

Bond, together with all other obligations of the District, does

not exceed any limit prescribed by the Constitution or statutes

of the State of West Virginia and that a sufficient amount 3f

the revenues of the System has been pledged to and will be set

aside into said special fund by the District for the prompt
payment of the principal of and interest on this Bond.

All provisions of the Resolution, resolutions and

statutes under which this Bond is issued shall be deemed to be

• a part of the contract evidenced by this Bond to the same

extent as if written fully herein.

EN WITNESS WHEREOF, the GAULEY RIVER PUBLIC SERVICE

DISTRICT has caused this Bond to be signed by its Chairman and

its corporate seal to be affixed and attested by its Secretary,
and has caused this Bond to be dated May 2, 1986.

SEAL J
_________________________________

Chairman

)

ATTEST:

Secretary

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

p This Bond is one of the Waterworks Revenue Bonds,
Series 1986 described in the within-mentioned Resolution and

has been duly registered in the name of the registered owner

set forth above.

THE GAULEY NATIONAL BANK,
as Registrar

By
______________________

Its Authorized Officer

Dated:
__________________
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EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE

)

p

)
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(Form of Assignment]

FOR VALUE RECEIVED the undersigned sells, assigns, and

transfers unto
__________________________________________________

the within Bond and does hereby irrevocably constitute and

appoint ____________________________________, Attorney to

transfer the said Bond on the books kept for registration of

the within Bond of the said District with full power of

substitution in the premises.

Dated:
____________

_____

In the presence of:

I

(FORM OF THE SUPPLEMENTAL BOND]

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

COUNTIES OF FAYETTE, NICHOLAS AND CLAY

GAULEY RIVER PUBLIC SERVICE DISTRICT

SUPPLEMENTAL SUBORDINATE WATERWORKS REVENUE BOND,

SERIES 1986

No. SR-i $61,350

KNOW ALL MEN BY THESE PRESENTS: That the GAULEY RIVER

PUBLIC SERVICE DISTRICT. a public corporation organized and

existing under the laws of. and a political subdivision of, the

State of West Virginia, in Fayette, Nicholas, and Clay Counties

of said State, (the District), 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 “Autbority), or respected assigns,
the sum of Sixty-one Thousand three hundred fifty ($61,350), in

installments on October 1 of each year as set forth on the

Schedule of Annual Debt Service attached as Exhibit A hereto

•

and incorporated herein by reference.
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Principal installments of this Bond are payable in any
coin or currency which, on the respective dates of payment of

principal, is legal tender for the payment of public and

private debts under the laws of the United States of America,
at the principal corporate office of The Gauley National Bank.

Gauley Bridge. West Virginia, as registrar and paying agent

(the ~Registraru). This Bond bears no interest.

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 as otherwise provided by the

Supplemental Loan Agreement, dated December 18, 1985, between

the District and the Authority.

This Bond represents the entire series or is one of a

series of bonds entitled 0Supplemental Subordinate Waterworks

Revenue Bonds, Series 1986, issued by the District in the

aggregate principal amount of $61,350 (the Bonds) to pay

costs of acquisition and construction of the new public
waterworks system of the District (the Pro,ectN) and to pay

certain costs of issuance hereof and related costs. This Bond

is issued under the authority of and in full compliance with

the Constitution and statutes of the State of West Virginia,
including particularly Chapter 16, Article 13A of the Code of

West Virginia, 1931, as amended (the dAct), a Resolution duly
adopted by the District on the 30th day of April, 1986. and a

Supplemental Resolution adopted by the District on.the 30th day
of April, 1986 (collectively, the Resolution), and is subject
to all the terms and conditions thereof. The Resolution

provides for the issuance of additional bonds under certain

conditions, and such bonds would be entitled to be paid and

secured equally and ratably from and by the funds and revenues

and other security provided for the Bonds under the Resolution.

This Bond is issued contemporaneously with the

Waterworks Revenue Bonds. Series 1986, of the District (the
Primary Bonds) issued in the aggregate principal amount of

1123.230, which Primary Bonds rank prior with respect to liens

and sources of and security for payment to the Bonds of this

issue.

This Bond is payable only from and secured by a second

lien on and pledge of the Net Revenues (as defined in the

Resolution) to be derived from the operation of the System.
moneys in the Reserve Account created under the Resolution and

unexpended proceeds of the Bonds. Such Net Revenues shall be

sufficient to pay the principal of and interest on all bonds

which may be issued pursuant to the Act and which shall be set

aside as a special fund hereby pledged for such purpose. This
Bond does not constitute a corporate indebtedness of the

District within the meaning of any constitutional or statutory
provisions or limitations, nor shall the District be obligated
to pay the same except from said special fund provided from the
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Net Revenues, the moneys in the Reserve Account and unexpended
Bond proceeds. Pursuant to the Resolution, the District has

covenanted and agreed to establish and maintain Just and

equitable rates and charges for the use of the System and the

services rendered thereby, which shall be sufficient to provide
for the reasonable expenses of operation, repair and

maintenance of the System,
______________________________________

such percentage may be reduced to 110%. The District has

entered into certain further covenants with the registered
owners of the Bonds for the terms of which reference is made to

the Resolution. Remedies provided the registered owners of the

Bonds are exclusively as provided in the Resolution, to which

reference is here made for a detailed description thereof.

This Bond Is transferable, as provided in the

Resolution, only upon the books of the Registrar, kept for that

purpose at the office of the Registrar by the registered owner,

or by its attorney duly authorized in writing, upon the
surrender of this Bond together with a written instrument of

transfer satisfactory to the Registrar duly executed by the

registered owner or its attorney duly authorized in writing.

Subject to the registration requirements, 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.

All money received from the sale of this Bond, after
reimbursement and repayment of all amounts advanced for

preliminary expenses as provided by law, shall be applied
solely to the payment of the Costs of the Project described in

the Resolution and there shall be and hereby is created and

granted a lien upon such moneys, until so applied, in favor of

the owner of this Bond; provided that such lien on moneys
deposited in the Bond Construction Trust Fund created by the

Resolution shall be subordinate to that of the Primary Bonds.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all

acts, conditions and things required to exist, happen and be

performed precedent to and in the issuance of this Bond have

existed, have happened, and have been performed in due time,
form and manner as required by law, and that the amount of this

Bond, together with all other obligations of the District, does

not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of
the revenues of the System has been pledged to and will be set
aside into said special fund by the District for the prompt
payment of the principal this Bond.

All provisions of the Resolution, resolutions and
statutes under which this Bond is issued shall be deemed to be

p
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a part of the contract evidenced by this Bond to the same

extent as if written fully herein.

IN WITNESS WHEREOF, the GAULEY RIVER PUBLIC SERVICE

DISTRICT has caused this Bond to be signed by its Chairman and

its corporate seal to be affixed and attested by its Secretary,
and has caused this Bond to be dated May 2, 1986.

SEAL I
________________________________________

Chairman

ArrEST:

p

Secretary

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Supplemental Subordinate

waterworks Revenue Bonds. Series 1986 described in the

within-mentioned Resolution and has been duly registered in the

name of the registered owner set forth above.

THE GAULEY NATIONAL BANK,
as Registrar

By
_______________________

Its Authorized Officer

Date:
_______________

p
—21—



EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE

p

p

p
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(Form of Assignment]

FOR VALUE RECEIVED the undersigned sells, assigns, and

transfers unto
____________________________________________________

the vithin 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 District with full power of

substitution in the premises.

Dated:
____________

In the presence of:

p

I
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Section 3.09. Sale of Original Bonds; Execution of

WOA Loan Agreements The Original Bonds shall be sold to the

Authority, pursuant to the respective terms and conditions of

the WDA Loan Agreements. The District hereby ratifies and

certifios the execution of the Loan Agreement by the Chairman

and the Secretary. The WDA Loan Agreements are specifically
incorporated into this Resolution.

ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF

Section 4.01. Establishment of Funds and Accounts

with Depository Bank The following special funds or accounts

are created with and shall be held by the Depository Bank:

(1) Revenue Fund;

(2) Renewal and Replacement Fund; and

(3) Bond Construction Trust Fund.

Section 4.02. Establishment of Funds and Accounts

with Conm%ission The following special funds or accounts are

hereby established with the Coitvnission:

(1) Sinking Fund;

(a) Within the Sinking Fund, the Reserve

Account.

(2) Supplemental Sinking Fund;

(a) Within the Supplemental Sinking Fund,
the Supplemental Reserve Account.

Section 4.03. System Revenues; Flow of Funds A. The
entire Gross Revenues derived from the operation of the System
shall be deposited upon receipt in the Revenue Fund. The

Revenue Fund shall constitute a trust fund for the purposes
provided in this Resolution and shall be kept separate and

distinct from all other funds of the District and the

Depository Bank and used only for the purposes and in the

manner herein provided.

(1) First, from the moneys in the Revenue Fund.
the District shall pay all Operating Expenses of the System.

(2) Thereafter, from the money in the Revenue

Fund, the District shall on the first day of each month,
commencing seven months prior to the first date of payment of

)
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interest on the Primary Bonds from Net Revenues, apportion and

set apart out of the Revenue Fund and remit to the Commission,
for deposit in the Sinking Fund, a sum equal to 1/6th of the

amount of interest which will become due on said Primary Bonds

on the next ensuing semiannual interest payment date, with a

credit to the deposit immediately preceding the interest

payment for any amounts already on deposit therein.

(3) The District shall also, on the first day of

each month, commencing 13 months prior to the first date of

payment of principal on the Primary Bonds, apportion and set

apart out of the Revenue Fund and remit to the Commission for

deposit in the Sinking Fund, a sum equal to 1/12th of the

amount of principal which will mature and become due on said

Primary Bonds on the next ensuing principal payment date, with

a credit to the deposit immediately preceding the principal
payment for any amounts already on deposit therein and not

credited pursuant to paragraph (2) above.

(4) The District shall also, on the first day of

each month, commencing 13 months prior to the first date of

payment of principal of the Bonds, apportion and set apart out

of the Revenue Fund and remit to the Commission for deposit in

the Reserve Account, an amount equal to 1/120th of the Reserve

Account Requirement; provided, that no further payments shall

be made into the Reserve Account when there shall have been

deposited therein, and as long as there shall remain on deposit
therein, an amount equal to the Reserve Account Requirement.

Moneys in the Sinking Fund shall be used only for

the purposes of paying principal of and interest on the Primary
Bonds as the same shall become due. Moneys in the Reserve

Account in the Sinking Fund shall be used only for the purpose
of paying principal of or interest on the Primary Bonds, as the

same shall come due, when other moneys in the Sinking Fund are

insufficient therefor, and for no other purpose. All

investment earnings on moheys in the Reserve Account shall be

transferred, not less than once each year, to the Bond
Construction Trust Fund prior to completion of the Project and,
thereafter, to the Sinking Fund.

Any withdrawals from the Reserve Account which

result in a reduction in the balance of the Reserve Account to

below the Reserve Account Requirement shall be subsequently
p restored from the first Net Revenues available after all

required payments to the Sinking Fund for payment of debt
service on the Primary Bonds have been made in full.

CS) From the moneys remaining in the Revenue

Fund, the District shall next, on the first day of each month,
commencing the month succeeding the first full calendar month

after completion of the Project, transfer to the Renewal and

Replacement Fund a sum equal to 2—1/2% of the Gross Revenues
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each month, exclusive of payments for account of the Reserve

Account in the Sinking Fund. All funds in the Renewal and

Replacement Fund shall be kept apart from all other funds of

the District or of the Depository Bank and shall be invested

and reinvested in accordance with Article VII hereof.

withdrawals and disbursements may be made from the Renewal and

Replacement Fund for replacements, emergency repairs, or

improvements or extensions to the System; provided, that any

deficiency in the 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
by Subsection 4.03(A)(4)J shall be promptly eliminated with

moneys from the Renewal and Replacement Fund.

(6) The District shall next, on the first day of

each month, commencing 13 months prior to the first date of

payment of principal on the Supplemental Bonds, apportion and

set apart out of the Revenue Fund and remit to the Commission

for deposit in the Supplemental Sinking. Fund, a sum equal to

1/12th of the amount of principal which will mature and become
due on said Supplemental Bonds on the next ensuing principal
payment date, with a credit to the deposit or deposits
immediately preceding the principal payment for any amounts

already on deposit therein.

(7) The District shall next, on the first day of

each month, commencing 13 months prior to the first date of

payment of principal of the Supplemental Bonds, apportion and

set apart out of the Revenue Fund and remit to the Commission
for deposit in the Supplemental Reserve Account, an amount

equal to 1/120th of the Supplemental Reserve Requirement;

p provided, that no further payments shall be made into the

Supplemental Reserve Account when there shall have been

deposited therein, and as long as there shall remain on deposit
therein, an amount equal to the Supplemental Reserve

Requirement.

Moneys in the Supplemental Sinking Fund shall be used

only for the purposes of paying debt service on the

Supplemental Bonds as the same shall become due. Moneys in the

Supplemental Reserve Account in the Supplemental Sinking Fund
shall be used only for the purpose of paying debt service on

the Supplemental Bonds, as the same shall come due, when other

p moneys in the Supplemental Sinking Fund are insufficient
therefor, and for no other purpose. All investment earnings on

moneys in the Supplemental Reserve Account shall be

transferred, no less than once each year, to the Bond

Construction Trust Fund prior to completion of the Project, and
thereafter to the Supplemental Sinking Fund.

Any withdrawals from the Supplemental Reserve Account

which result in a reduction in the balance of the Supplemental
Reserve Account to below the Supplemental Reserve Requirement
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shall be subsequently restored from the first Net Revenues

available after all required payments prescribed above have

been made in full.

B. As and when additional Bonds ranking on a parity
with the Primary Bonds or the Supplemental Bonds are issued,

provision shall be made for additional payments into the

respective Sinking Fund sufficient to pay any interest on such

additional Parity Bonds and accomplish retirement thereof at

maturity and to accumulate a balance in the respective Reserve

Account in an amount equal to the respective Reserve

Requirement.

The Commission is hereby designated as the fiscal

agent for the administration of the respective Sinking Funds

created hereunder, and all amounts required for said Sinking
Funds shall be remitted to the Commission from the Revenue Fund

by the District at the times provided herein.

The payments into the respective Sinking Funds shall

p be made on the first day of each month, except that when the

first day of any month shall be a Sunday or legal holiday then

such payments shall be made on the next succeeding business

day, and all such payments shall be remitted to the Commission

with appropriate instructions as to the custody, use and

application thereof consistent with the provisions of this

Resolution.

Moneys in the respective Reserve Accounts shall be

invested and reinvested by the Commission in accordance with

Article VU hereof.

p The respective Sinking Funds, including the respective
Reserve Accounts therein, shall be used solely and only for,
and are hereby pledged for, the purpose of servicing the

respective Bonds and any additional Bonds ranking on a parity
with either thereof that may be issued and Outstanding under

the conditions and restrictions hereinafter set forth.

C. Whenever all of the required and provided
transfers and payments from the Revenue Fund into the several

special funds, as hereinabove provided, are current and there

remains in said Revenue Fund a balance in excess of the

estimated amounts required to be so transferred and paid into

p the respective Sinking Funds, including the Reserve Accounts

therein, and the Renewal and Replacement Fund during the

following month or such longer period as shall be required by
the Act, such excess shall be considered as surplus revenues

(the “Surplus Revenue”). Surplus Revenues may be used for any
lawful purpose of the District.

D. The District shall remit from the Revenue Fund to

Commission or the Depository Dank, on such dates as the

Commission or the Depository Bank, as the case may be, shall

—27—



require, such additional sums as shall be necessary to pay any

Depository Bank’s charges and the Paying Agent fees then due.

E. The moneys in excess of the sum insured by the

maximum amounts insured by FDIC in the Revenue Fund and the

Renewal and Replacement Fund shall at all times be secured, to

the full extent thereof in excess of such insured sum, by
Qualified Investments as shall be eligible as security for

deposits of state and municipal funds under the laws of the

State.

F. If on any monthly payment date the revenues are

Insufficient to place the required amount in any of the funds

and accounts as hereinabove provided, the deficiency shall be

p made up in the subsequent payments in addition to the payments
which would otherwise be required to be made into the funds and

accounts on the subsequent payment dates.

G. All remittances made by the District to the

Commission shall clearly identify the fund or account into

p which each amount is to be deposited.

H. The Gross Revenues of the System shall only be

used for purposes of the System.
i~frid

Section 4.04. Excess Bond Proceeds The ±~ty shall

place any excess proceeds from Bonds not required by the

Project in the Reserve Account.

ARTICLE V

) APPLICATION OF ORIGINAL BOND

PROCEEDS; FUNDS AND ACCOUNTS

Section 5.01. Application of Original Bond Proceeds

From the moneys received from the sale of any or all of the

p Original Bonds, the following amounts shall be first deducted

and deposited in the order set forth below:

A. The amount of the proceeds which shall be at

least sufficient to pay interest on the Primary Bonds for the

period specified in the Supplemental Resolution shall be

deposited in the Capitalized Interest Account created in

Section 5.02 hereof; provided, that such period may not eztend

beyond the date which is six months after the estimated date of

completion of construction of the Project.

B. The remaining moneys derived from the sale of the

p Original Bonds shall be deposited by the District in the Bond
Construction Trust Fund.
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Section 5.02. Bond Construction Trust Fund;

Capitalized Interest Account The Bond Construction Trust Fund

p shall be kept separate and apart from all other funds of the

District and used and applied by the District solely for the

payment of the Costs of the Projects, and for no other purposes

whatsoever. The moneys in said fund shall be secured at all

times by the deposit in such bank, as security, of direct

obligations of the United States of America having a fair

p market value at least equal to the balance in said fund in

excess of the amount insured by the FDIC. Any moneys not

needed iimnediataly for said purposes may, with the consent of

the Consulting Engineers, be invested in Qualified Investments

having maturities of not more than one year. If for any reason

such proceeds, or any part thereof, are not necessary for, or

are not applied to. such purposes, then such unapplied proceeds
shall be deposited by the District in the Reserve Accounts

established pursuant to this Resolution and shall be used only
as provided herein for said fund. All such proceeds shall

constitute a trust fund for such purposes, and there is hereby
created a lien upon such moneys until so applied in favor of

the Owners of the Original Bonds with the lien on behalf of the

Supplemental Bonds being subordinate to that of the Primary
Bond.

Expenditures or disbursements from said Bond
Construction Trust Fund, except for legal, fiscal and

p engineering expenses and expenses in connection with the
issuance and sale of the original Bonds, shall be made only
after such expenditures or disbursements shall have been

approved in writing by the Board and the Consulting Engineers.

There is hereby created and established within the

p Bond Construction Trust Fund a special account to be known as

the TMCapitalized Interest Accounts; except as provided
hereinafter, the funds of which account shall be kept separate
and apart from all other funds of the District and used and

applied to pay the interest on the Bonds during construction
and for six months thereafter. Investment earnings on the

Capitalized Interest Account shall be transferred monthly to
the Bond Construction Trust Fund and used for Costs of the

Project.

ARTICLE VI

p ADDITIONAL COVENANTS OF THE DISTRICT

Section 6.01. General Covenants of the District All
the covenants, agreements and provisions of this Resolution
shall be and constitute valid and legally binding covenants of

p the District and shall be enforceable in any court of competent
jurisdiction by any Owner or Owners of the Bonds. In addition
to the other covenants. agreements and provisions of this
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Resolution, the District hereby covenants and agrees with the

owners of the Bonds as hereinafter provided In this Article

VI. All such covenants, agreements and provisions shall be

irrevocable, except as provided herein, as long as any of said

Bonds, or the interest thereon, is outstanding and unpaid.

Section 6.02. Bonds Not To Be Indebtedness of the

District The Bonds shall not be or constitute an indebtedness

of the District within the meaning of any constitutional,

statutory or charter limitation of indebtedness but shall be

payable solely from the Net Revenues of the System, or from the

respective Reserve Accounts, as herein provided. No Owner or

Owners of any Bonds issued hereunder shall ever have the right
to compel the exercise of the taxing power, if any, of the

p
District to pay said Bonds or the interest thereon.

Section 6.03. Bonds Secured by Pledge of Net

Revenues The payment of the debt service of all of the

Primary Bonds issued hereunder shall be secured forthwith

equally and ratably by a lien on the Net Revenues derived from

the operation of the System, and payment of the debt service of

the Supplemental Bonds issued hereunder shall be secured

forthwith equally and ratably by a lien on said Net Revenues,
but such lien shall be junior and subordinate to the lien on

said Net Revenues in favor of the Primary Bonds. to the extent

necessary to make the payments required under Section 4.03 of

this Resolution. The Net Revenues derived from the System, in

an amount sufficient to pay the principal of and interest, if

any, on the Honda herein authorized, and to make the payments
into the respective Sinking Funds, including the Reserve

Accounts therein, and all other payments provided for in this

Resolution, are hereby irrevocably pledged in the manner

provided in this Resolution to the payment of the principal of

and any interest on the Bonds herein authorized as the same

become due and for the other purposes provided in this

Resolution.

Section 6.04. Rates The District hereby establishes

the rates and charges of the System as set forth in Exhibit B

hereto, said Exhibit B being incorporated herein and made a

part hereof, said rates and charges being the rates and charges
approved by the PSC and copies of such rates and charges so

established will be continuously on file with the Secretary,
which copies will be open to inspection by all interested

parties. The rates and charges shall be effective as

prescribed by the rules and regulations of the PSC. The

schedule of rates and charges shall at all times to be adequate
to produce Gross Revenues from said System sufficient to pay

Operating Expenses and to make the prescribed payments into the

funds created hereunder. Such schedule of rates and charges
shall be changed and readjusted whenever necessary so that the

aggregate of the rates and charges will be sufficient for such

purposes. In order to assure full and continuous performance
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of this covenant, with a margin for contingencies and temporary
unanticipated reduction in income and revenues, the District

hereby covenants and agrees that the schedule of rates or

charges from time to time in effect shall be sufficient Ci) to

provide for all reasonable expanses of operation and

maintenance of the System and (ii) to leave a balance each year

equal to at least one hundred fifteen percent (115%) of the

maximum amount required in any year for debt service on the

Primary Bonds and the Supplemental Bonds and all other

obligations secured by or payable from the revenues of the

System prior to or on a parity with the Primary Bonds and prior
to or on a parity with the Supplemental Bonds or, if the

reserve accounts established for the payment of debt service on

the Primary Bonds and for the payment of debt service on the

p Supplemental Bonds are funded, respectively, at an amount at

least equal to the maximum amount of principal and interest

which will come due on the Primary Bonds in any year or on the

Supplemental Bonds in any year, as the case may be, and any

reserve account for any such prior or parity obligations is

funded at least at the requirement therefor, equal to at least

p one hundred ten percent (110%) of the maximum amount required
in any year for debt service on the Primary Bonds and the

Supplemental Bonds and any such prior or parity obligations.

Section 6.05. Completion, Operation and Maintenance
The District will expeditiously complete the Project and will

maintain the System in good condition and will operate the same

as a revenue-producing enterprise in an efficient and

economical manner, making such expenditures for equipment and

for renewal, repair and replacement as may be proper for the

economical operation and maintenance thereof from the revenues

of said System in the manner provided in this Resolution.

p
Section 6.06. Sale of the System The System may be

sold, mortgaged, leased, or otherwise disposed of only as a

whole, or substantially as a whole, and only if the net

proceeds to be realized shall be sufficient fully to pay or

redeem at or prior to maturity all the Bonds Outstanding. The

proceeds from such sale, mortgage, lease or other disposition
of the System shall immediately be remitted to the Commission

for deposit in the Sinking Funds, and the District shall direct
the Commission to apply such proceeds to the payment of

principal and any interest at maturity of Bonds about to mature

and to the redemption prior to maturity, at the earliest date

permitted hereby and at the redemption price, of all other

Outstanding Bonds. Any balance remaining after the redemption
or payment of all the Bonds and interest thereon shall be

remitted to the District by the Commission unless necessary for

the payment of other obligations of the District payable out of
the revenues of the System.

The foregoing provision notwithstanding, the District
shall have and hereby reserves the right to sell, lease or
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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 ten thousand dollars ($10,000).
the District shall, in writing, determine that such property

comprising a part of the System is no longer necessary, useful

or profitable in the operation thereof, and the District 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 District shall first,
in writing, determine with the written approval of the

Consulting Engineer that such property comprising a part of the

System is no longer necessary, useful or profitable in the

operation thereof, and the District may then, if it be so

advised, by resolution duly adopted, approve and concur in such

finding and authorize such sale, lease or other disposition of

such property upon public bidding. The proceeds derived from

any such sale, lease or other disposition of such property, in

excess of $10,000 and not in excess of $50,000, shall be

remitted by the District to the Commission for deposit in the

appropriate Sinking Funds and shall be applied only to the

redemption of Bonds of the last maturities then outstanding or

to the purchase of Bonds of the last maturities then

outstanding at prices not greater than the redemption price of

such Bonds; provided that as long as the Authority is the Owner

of the Bonds, no Bonds may be redeemed without the Authority’s
written consent. Such payments of such proceeds into the

Sinking Fund or the Renewal and Replacement Fund shall not

p reduce the amounts required to be paid into said funds by other

provisions of this Resolution.

No sale, lease or other disposition of the properties
of the System shall be made by the District if the proceeds to

be derived therefrom shall be in excess of fifty thousand

p dollars ($50,000) and insufficient to pay or redeem prior to

maturity the Bonds then outstanding without the prior approval
and consent in writing of the owners, or their duly authorized

representatives, of sixty—six and two—thirds percent (66—2/3%)
in amount of the Bonds then outstanding. The District shall

prepare the form of such approval and consent for execution by
the then Owners of the Bonds, for the disposition of the

proceeds of the sale, lease or other disposition of such

properties of the System.

Section 6.07. Issuance of Other Obligations Payable
out of Revenues and General Covenant Against Encumbrances The

District shall not issue any other obligations whatsoever,

except pan passu additional Bonds provided for in Section 6.08

hereof, payable from the revenues of the System which rank
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prior to, or equally, as to lien on and source of and security
for payment from such revenues with the Supplemental Bonds or,

if no Supplemental Bonds are outstanding, with the Primary
Bonds; provided, however, that additional Parity Bonds may be

issued as provided in Section 6.08 hereafter. All obligations
hereafter issued by the District payable from the revenues of

the System, except such additional Parity Bonds, shall contain

an express statement that such obligations are junior and

subordinate as to lien on and source of and security for

payment from such revenues and in all other respects, to the

Bonds to the extent such are Outstanding, and, so long as any

Primary Bonds are Outstanding, all Parity Bonds on a parity
with the Supplemental Bonds shall contain an express statement

that such Parity Bonds are junior and subordinate as to lien on

and source of and security for payment from such revenues and

in all other respects to the Primary Bonds; provided, that no

such subordinate obligations shall be issued unless all

payments required to be made into the respective Reserve

Accounts and the Renewal and Replacement Fund at the time of

the issuance of such subordinate obligations have been made and

p are current.

Except as provided above, the District shall not

create, or cause or permit to be created any debt, lien,

pledge, assignment, encumbrance or any other charge having
priority over or, except with respect to said pan passu
additional Bonds, being on a parity with the lien of the Bonds,
and the interest thereon, upoh any of the income and revenues

of the System pledged for payment of the Bonds and the interest

thereon in this Resolution or upon the System or any part
thereof.

Section 6.08. Parity Bonds No Parity Bonds payable
out of the revenues of the System, shall be issued after the

issuance of any Bonds pursuant to this Resolution, except under

the conditions and in the manner herein provided.

No Parity Bonds shall be issued except for the purpose

p of financing the costs of the acquisition or construction of

extensions, additions, betterments or improvements to the

System or refunding the entirety of one or more. issues or

series of Bonds or both such purposes.

Except as provided herein, no bonds on parity with the

p Primary Bonds shall be issued so long as any Supplemental Bonds

are Outstanding. No Parity Bonds shall be issued at any time,
however, unlesS and until there has been procured and filed

with the Secretary a written statement by Independent
Accountants, based upon the necessary investigation and

certification by the Consulting Engineer, reciting the

p conclusion that the Net Revenues actually derived, subject to

the adjustments hereinafter provided, from the System during
any twelve (12) consecutive months within the eighteen (18)

p
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months inmtediately preceding the date of the actual issuance of

such Parity Bonds, plus the estimated average increased annual

net revenues to be received in each of the three (3) succeeding
years after the completion of the improvements to be financed

by such additional Parity Bonds, shall not be less than one

hundred fifteen percent (115%) of the maximum debt service in

any succeeding year on the following:

(1) The Original Bonds then Outstanding;

(2) Any Parity Bonds theretofore issued pursuant

to the provisions contained in this Resolution then

outstanding; and

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

The ~estimated average increased annual net revenues

to be received in each of the three (3) succeeding years. as

that term is used in the computation provided in the above

paragraph, shall refer only to the increased net revenues

estimated to be derived from any increase in rat1es enacted by
the District, the time for appeal of which shall have expired
prior to the date of delivery of such Parity Bonds, and shall

not exceed the amount to be stated in a certificate of the

Consulting Engineer, which shall be filed with the Secretary
prior to the issuance of such additional Parity Bonds.

The Net Revenues actually derived from the System

during the twelve (12) consecutive month period hereinabove

referred to may be adjusted by adding to such net revenues such

additional net revenues which would have been received, in the

opinion of the Consulting Engineer and the Independent
Accountants as stated in a certificate jointly made and signed
by the Consulting Engineer and the Independent Accountants, on

account of increased rates, rentals, fees and charges for the

System enacted by the District, the time for appeal of which

shall have expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of

such Parity Bonds, the District shall have entered into written

contracts for the inunediate acquisition or. construction of such

extensions, additions, betterments or improvements to the

System which are to be financed by such Parity Bonds.

All the covenants and other provisions of this
Resolution (except as to details of such Parity Bonds

inconsistent herewith) shall be for the equal benefit,
protection and security of the owners of the Primary Bonds and
the owners of any Parity Bonds and of the owners of the

Supplemental Bonds and the Parity Supplemental Bonds

p subsequently issued from time to time within the limitations of

and in compliance with this Section. All the Primary Bonds.
regardless of the time or times of their issuance, and all the

)
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Supplemental Bonds, regardless of the time or times of their

issuance, shall rank equally with respect to their respective
liens on the Net Revenues of the System, and their respective
sources of and security for payment from said Net Revenues,
without preference of any Primary Bond over any other or any

Supplemental Bond over any other. The District shall comply
fully with all the increased payments into the various funds

and accounts created in this Resolution required for and on

account of such additional Parity Bonds, in addition to the

payments required for Bonds theretofore issued pursuant to this

Resolution.

Parity Bonds shall not be deemed to include bonds,
notes, certificates or other obligations subsequently issued,
the lien of which on the revenues of the System is subject to

the prior and superior lien of the outstanding Primary Bonds

and Supplemental Bonds on such revenues.

Parity Bonds shall be not issued at any time unless

all the payments into the respective funds and accounts

provided for in this Resolution and the Bonds then outstanding,
and any other payments provided for in this Resolution, shall

have been made in full as required to the date of delivery of

the Parity Bonds.

Notwithstanding the foregoing, the District may issue

Parity Bonds without compliance with any other conditions for

the purpose of refunding prior to maturity any issues or series

of the Bonds, provided that the annual debt service required on

account of the refunding Bonds and the Bonds which are not

refunded shall not be greater in any year in which the Bonds

not refunded and the refunding Bonds are to be outstanding than

the annual debt service required in such year if the Bonds to

be refunded were not so refunded.

With the written consent in advance of the Authority
and anything to the contrary in Section 6.07 or this Section

6.08 notwithstanding, Bonds on a parity with the Primary Bonds

and with the Supplemental Bonds may be authorized and issued by
the District pursuant to Supplemental Resolution solely to

complete the Project as described in the District’s Program
application to the Authority and in accordance with the plans
and specifications, in the event that the Original Bonds should

be insufficient, together with other funds lawfully available

therefor, to pay all costs of acquisition and construction of

the Project; provided, however, that, prior to the issuance of
such Parity Bonds under the provisions of this paragraph, the

Consulting Engineers shall file with the Secretary a

certificate to the effect that additional funds are necessary
for such purpose. All such Parity Bonds authorized and issued
under the provisions of this paragraph shall be limited to the

aggregate principal amount required to make up any deficiency
in funds for payment of the construction costs to complete the
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Project, and the maturities of any such Parity Bonds shall be

in years and amounts suggested by the Authority.
I

Section 6.09. Insurance The District will carry
such insurance and in such amounts as is customarily carried

with respect to works and properties similar to the System.
with a reputable insurance carrier or carriers, against loss or

damage by fire, explosion, hurricane, earthquake, cyclone,
occupancy or other hazards and risks. In time of war, the

District shall also carry in said amount such insurance as may

be available against loss or damage by the risks and hazards of

war. The proceeds of all such insurance policies shall be

placed in the Renewal and Replacement Fund and used only for

the repair and restoration of the damaged or destroyed
properties or for the other purposes provided herein for said

Renewal and Replacement Fund. The District will also carry

liability insurance (or damage or injury to persons or property
in amounts adequate for such purposes and customarily carried

with respect to works and properties similar to the System.
The District shall carry such other insurance as is required by
the Authority.

Section 6.10. Services Rendered to the District The

District will not render or cause to be rendered any free

services of any nature by its System nor will any preferential
rates be established for uses of the same class; and, in the

event the District or any department, agency, instrumentality,
officer or employee of the District shall avail itself or

himself of the facilities or services provided by the System or

any part thereof, the same rates, fees or charges applicable to

other customers receiving like services under similar

circumstances shall be charged the District and any such

department, agency, instrumentality, officer or employee. Such

charges shall be paid as they accrue, and the District shall

transfer from its general funds sufficient sums to pay such

charges for service to any of its departments or properties.
The revenues so received shall be deemed to be revenues derived

from the operation of the System and shall be deposited and

accounted for in the same manner as other revenues derived from

such operation of the System.

Section 6.11. Enforcement of Collections The

District will, to the full extent permitted by applicable law

and the rules and regulations of the PSC. discontinue and shut
off the services and facilities of the System to all users of

the System delinquent in payments of charges for the services

of the System and will not restore the services of the System
until all delinquent charges for the services of the System
have been fully paid. All such rates and charges, if not paid
when due, shall become a lien on the premises served by the

System.
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Whenever any rates, rentals or charges for the

services or facilities of the System shall remain unpaid for a

period of thirty (30) days after the same shall become due and

payable, the property and the owner thereof, as well as the

user of the services and facilities, shall be delinquent and

the owner, user and property shall be held liable at law until

such time as all such rates and charges are fully paid. The

District further covenants and agrees that it will, to the full

extent permitted by law, and any rules and regulations
promulgated by the PSC applicable thereto, shuff off and

discontinue the water services and facilities of the System to

all delinquent users of the System.

Section 6.12. No Competing Franchise To the extent

) allowable by la~(, the District will not grant or cause, consent

to or allow the granting of, any franchise or permit to any

person, firm, corporation or body, or agency or instrumentality
whatsoever for the providing of any services which would

compete with services provided by the System.

Section 6.13. Books and Records The District will

keep books and records of the System, which shall be separate
and apart from all other books, records and accounts of the

District, in which complete and correct entries shall be made

of all transactions relating to the System, and any Owner of a

Bond or Bonds issued pursuant to this Resolution shall have the

) right at all reasonable times to inspect the System, and all.

parts thereof, and all records, accounts and data of the

District relating thereto.

The accounting system for the System shall follow

currently accepted accounting practices in accordance with the

rules and regulations of the PSC and the Act. Separate control

accounting records shall be maintained by the District.

Subsidiary records as may be required shall be kept in the

manner, on the forms, in the books, and along with other

bookkeeping records as prescribed by the District. The

District 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 District
shall be reported to such agent of the District as the District
shall direct.

The District shall file with the Consulting Engineer,
P if any, and the Authority, and shall mail in each year to any

Owner or Owners of Bonds requesting the same, an annual report
containing the following:

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

B. A balance sheet statement showing all deposits in
all the funds and accounts provided for in this Resolution, and
the status of all said funds.
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The District shall also, at least once a year, cause

the books, records and accounts of the System to be completely
audited by Independent Accountants and shall submit the report
of said audit to the Authority. The report of said audit shall

include a statement that the District is in compliance with the

terms and provisions of the WDA Loan Agreements and this

Resolution.

Section 6.14. Initial Schedule of Rates The rates.

fees and Other charges for the use of the services and

facilities of the System established under a resolution of the

District enacted on or before the date of enactment of the

Supplemental Resolution shall constitute the initial schedule

of rates for said System for purposes of this Resolution.

Section 6.15. Operating Budget The Board shall

annually, at least forty—five (45) days preceding the beginning
of each Fiscal Year, prepare and adopt by resolution a detailed

budget of the estimated expenditures for operation and

maintenance of the System during the succeeding Fiscal Year.

No expenditures for the operation and maintenance of the System
shall be made in any Fiscal Year in excess of the amounts

provided therefor in such budget without a written finding and

recorimiendation by the Consulting Engineers, which finding and

recommendation shall state in detail the purpose of and

necessity for such increased expenditures for the operation and

p maintenance of the System, and .no such increased expenditures
shall be made until the District shall have approved such

finding and recommendation by a resolution duly adopted. No

increased expenditures in excess of ten percent (10%) of the

amount of such budget shall be made except upon the further

certificate of the Consulting Engineers that such increased

expenditures are necessary for the continued operation of the

System. The District shall mail copies of such annual budget
and all resolutions authorizing increased expenditures for

operation and maintenance to any Bondholder who requests in

writing that copies of all such budgets and resolutions be

furnished him, and shall make available such budgets and all

p resolutions authorizing increased expenditures for operation
and maintenance of the System at all reasonable times to any
Bondholder or anyone acting for and in behalf of such

Bondholder.

Section 6.16. Connection To the extent authorized

by the laws of the State and the rules and regulations of the

PSC. prospective users of the System shall be required to

connect thereto.

Section 6.17. Covenant to Amend Resolution The

District shall amend this Resolution by a resolution supple—
p mental hereto to comply with any tax reform act as enacted by

the Congress of the United States and signed by the President,
if terms of the law as enacted are applicable to the Bonds and

p
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are not addressed by or are in conflict with the terms hereof.

In its determination to amend or supplement this Resolution,
the Distzict may rely on the opinion of nationally recognized
bond counsel.

Section 6.18. Essential Governmental Function Bonds

The District shall use the Bond proceeds solely for the

Project. The District shall take all action necessary to

insure that the Bonds are ~ (i) industrial development bonds,

(2) bonds that would be industrial development bonds if Section

501(c)(3) organizations were nonezempt persons, (3) student

loan bonds, (4) mortgage subsidy bonds, (5) private (consumerN)
loan bonds or(6) pension bonds.

ARTICLE VII

INVESTMENT OF FUNDS

p Section 7.01. Investments Any moneys held as a part
of the funds and accounts created by this Resolution, other

than the Revenue Fund, shall be invested and reinvested by the

Commission, or such other bank or national banking association

holding such fund or account, as the case may be, at the

direction of the District in any Qualified Investments to the

fullest extent possible under applicable laws, this Resolution,
the need for such moneys for the purposes set forth herein and

the specified restrictions and provisions set forth in this

Section 7.01.

Any investment shall be held in and at all times

p deemed a part of the fund or account in which Such moneys were

originally held, and the interest accruing thereon and any

profit or loss realized from such investment shall be credited

or charged to the appropriate fund or account, provided that

investment earnings shall be transferred as provided in the

Resolution. The investments held for any fund or account shall

be valued at the lower of cost or then current market value, or

at the redemption price thereof if then redeemable at the

option of the holder, including the value of accrued interest
and giving effect to the amortization of discount. The

Coimnission or such other bank or national banking association,
as the case may be, shall sell and reduce to cash a sufficient

p amount of such investments whenever the cash balance in any
fund cr account is insufficient to make the payments required
from such fund or account, regardless of the loss of such

liquidation. Such other bank or national banking association

may make any and all investments permitted by this section

through its own bond department and shall not be responsible
p for any losses from such investments, other than for its own

negligence or willful misconduct.

)
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Section 7.02. Restrictions as to Arbitrage Bonds

The District shall not permit at any time or times any of the

proceeds of the Bonds or any other funds of the District to be

used directly or indirectly to acquire any securities or.

obligations the acquisition of which would cause any Bond to be

an arbitrage bond” as defined in Section 103(c)(2) of the

Internal Revenue Code Of 1954, as amended, or the rules and

regulations promulgated pursuant thereto, and the Chairman of

the District shall deliver his certificate, based upon this

covenant, with regard thereto to the purchaser of the Primary
Bonds orginally authorized hereby.

DEFAULT AND REMEDIES

p

Section 8.01. Events of Default Each of the

following events shall constitute an “Event of Default” with

respect to the Primary Bonds or the Supplemental Bonds as the

case maybe:

(A) If default occurs in the due and punctual

payment of the principal of or interest on any such Bonds; or

(B) If default occurs in the Districts

observance of any of the covenants, agreements or conditions on

its part relating to such Bonds set forth in this Resolution.

any supplemental resolution, or in such Bonds, and such default

shall have continued for a period of 30 days after the District

shall have been given written notice of such default by any
bank or banking association holding any fund or account

hereunder or a owner of such Bonds; or

(C) If the District files a petition seeking
reorganization or arrangement under the federal bankruptcy laws

or any other applicable law of the United States of America or

applicable State bankruptcy acts.

Section 8.02. Remedies Upon the happening and

continuance of any Event of Default with respect to any Primary
Bonds or Supplemental Bonds, as the case may be, any registered
Owner of such Bond may exercise any available remedy and bring
any appropriate action, suit or proceeding to enforce his

rights and, in particular, Ci) bring suit for any unpaid
p 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 District to perform
its duties under the Act and the Resolution relating thereto,
including but not limited to the making and collection of

sufficient rates or charges for services rendered by the

p System, (iii) bring suit upon such Bonds, (iv) by action at law

or bill in equity require the District to account as it it were

the trustee of an express trust for the registered owners of

p
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such 8onds, and (v) by action or bill in equity enjoin any acts

in violation of the Resolution with respect to such Bonds, or

the rights of such registered Owners. The provisions of this

section shall be subject to the senior rights of the Primary
Bonds over the Supplemental Bonds.

Section 8.03. Appointment of Receiver Any Bondholder

may, by proper legal action, compel the performance of the

duties of the District under this Resolution and the Act,

including the making and collection of sufficient rates and

charges for services rendered by the System and segregation of

the revenues therefrom and the application thereof. If there

be any default in the payment of interest on any Bond or Bonds

when the same shall become due, or in the payment of the

principal of any Bond or Bonds, either at the specified date of

maturity thereof or at a date set for redemption thereof, or

otherwise in the performance of any covenant contained in this

Resolution other than as to such payment and such default shall

continue for a period of thirty (30) days after written notice

to the District of such default, any Bondholder shall, in

addition to all other remedies or rights, have the right by
appropriate legal proceedings to obtain the appointment of a

receiver to administer the System on behalf of the District.
with power to charge rates, rentals, fees and other charges
sufficient to provide for the payment of the Bonds and any
interest thereon, the deposits into the funds and accounts

hereby established as herein provided and the payment of

Operating Expenses of the System and to apply such rates.
rentals, fees, charges or other revenues in conformity with the

provisions of this Resolution and the Act.

The receiver so appointed shall forthwith, directly or

by his agents and attorneys, enter into and upon and take

possession of all facilities of said System and shall hold.

operate, maintain, manage and control such facilities, and each

and every part thereof, and in the name of the District
exercise all the rights and powers of the District with respect
to said facilities as the District itself might do.

p
Whenever all that is due upon the Bonds issued

pursuant to this Resolution and interest thereon and under any
covenants of this Resolution for reserve, sinking or other

funds and upon any other obligations and interest thereon

having a charge, lien or encumbrance upon the revenues of the

p System shall have been paid and made good, and all defaults
under the provisions of this Resolution shall have been cured
and made good, possession of the System shall be surrendered to

the District upon the entry of an order of the court to that
effect. Upon any subsequent default, any owner of Bonds issued

pursuant to this Resolution shall have the sante right to secure

the further appointment of a receiver upon any such subsequent
default.
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Such receiver, in the performance of the powers

hereinabove conferred upon him, shall be under the direction

and supervision of the court making such appointment, shall at

all times be subject to the orders and decrees of such court

and may be removed thereby and a successor receiver 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 District and for the

joint protection and benefit of the District and owners of

Bonds issued pursuant to this Resolution. Such receiver shall

have no power to sell, assign, mortgage or otherwise dispose of

any assets of any kind or character belonging or pertaining to

the System, but the authority of such receiver shall be limited

to the possession, operation and maintenance of the System, fOr

the sole purpose of the protection of both the District and

p Bondholders, and the curing and making good of any default

under the provisions of this Resolution, and the title to and

ownership of said System shall remain in the District, and no

court shall have any jurisdiction to enter any order or decree

permitting or requiring such receiver to sell, mortgage or

otherwise dispose of any assets of the System. The provisions
p of this section shall be subject to the senior rights of the

Primary Bonds over the Supplemental Bonds.

ARTICLE IX

p DEFEASANCE

Section 9.01. Defeasance of Primary Bonds If the

District shall pay or cause to be paid, or there shall

otherwise be paid, to the owners of all Primary Bonds the

p principal thereof, and redemption premium, if applicable, and

interest due or to become due thereon, at the times and in the

manner stipulated therein and in this Resolution, then with

respect to the Primary Bonds only, the pledge of Net Revenues

and any other moneys and securities pledged under this
Resolution and all covenants, agreements and other obligations

p of the District to the Bondholders of the Primary Bonds shall

thereupon cease, terminate and become void and be discharged
and satisfied.

Primary Bonds for the payment of which either moneys
in an amount which shall be .sufficient, or securities the

p principal of and the interest on which, when due, will provide
moneys which, together with the moneys, if any, deposited with
the Paying Agent at the same or earlier time, shall be
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sufficient, to pay, as and when due, the principal of and

interest on the Primary Bonds shall be deemed to have been paid
within the meaning and with the effect expressed in the first

paragraph of this Section. All Primary Bonds shall, prior to

the maturity thereof, be deemed to have been paid within the

meaning and with the effect expressed in the first paragraph of

this section if there shall have been deposited with the

Commission or its agents, either moneys in an amount which

shall be sufficient, or securities the principal of and the

interest on which, when due, will provide moneys which,
together with other moneys, if any, deposited with the

Commission at the same time, shall be sufficient to pay when

due the principal installments of and interest due and to

become due on said Primary Bonds on and prior to the maturity
dates thereof. Neither securities nor moneys deposited with

the Commission pursuant to this Section nor principal or

interest payments on any such securities shall be withdrawn or

used for any purposes other than, and shall be held in trust

for, the payment of the principal of and redemption premium, if

applicable, on and interest on said Bonds; provided, that any
cash received from such principal or interest payments on such

securities deposited with the Commission, if not then needed

for such purpose, shall, to the extent practicable, be

reinvested in securities maturing at times and in amounts

sufficient to pay when due the principal of and redemption
premium, if applicable, on and interest to become due on said

Primary Bonds on and prior to such redemption date or maturity
date thereof, as the case may be. and interest earned from such

reinvestments shall be paid over to the District, as received

by the Commission, free and clear of any trust, lien •or

pledge. For the purpose of this Section, securities shall mean

and include only Government Obligations.

Section 9.02. Defeasance of Supplemental Bonds If

the District shall pay or cause to be paid, or there shall

otherwise be paid, to the respective Owners of all Supplemental
Bonds, the principal thereof and interest, if any, at the times

and in the manner stipulated therein and in this Resolution,
then with respect to the Supplemental Bonda only, the pledge of

Net Revenues and other moneys and securities pledged under this

Resolution and all covenants, agreements and other obligations
of the District to the registered Owners of the Supplemental
Bonds shall thereupon cease, terminate and become void and be

discharged and satisfied.

Supplemental Bonds for the payment of which either

moneys in an amount which shall be sufficient, or securities

the principal of which, when due, will provide moneys which,
together with the moneys, if any, deposited with the Paying
Agent at the same or earlier time, shall be sufficient, to pay

as and when due the principal installments of and interest, if

any, on such Supplemental Bonds shall be deemed to have been

paid within the meaning and with the effect expressed in the
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first paragraph of this section. All Supplemental Bonds shall,

prior to the maturity thereof, be deemed to have been paid
within the meaning and with the effect expressed in the first

paragraph of this section if there shall have been deposited
with the Commission or its agent, either moneys in an amount

which shall be sufficient, or securities the principal of and

the interest on which, when due, will provide moneys which,

together with other moneys, if any, deposited with the

Commission at the same time, shall be sufficient to pay when

due the principal installments of said Supplemental Bonds on

and prior to the maturity dates thereof. Neither securities or

moneys deposited with the Commission pursuant to this section

nor principal or interest payments on any such securities shall

be withdrawn or used for any purpose other than, and shall be

p held in trust for, the payment of the principal installments of

said Supplemental Bonds; provided, that any cash received from

such principal or interest payments on such securities

deposited with the Commission or its agent, if not then needed

for such purpose, shall, to the extent practicable, be

reinvested in securities maturing at times and in amounts

sufficient to pay when due the principal installments of said

Supplemental Bonds on and prior to the maturity dates thereof.
and interest earned from such reinvestments shall be paid over

to the District as received by the Commission and its agent,
free and clear of any trust, lien or pledge. For the purpose
of this section, securities shall mean and include only

p Government Obligations.

ARTICLE X

MISCELLANEOUS

Section 10.01. Modification or Amendment No

material modification or amendment of this Resolution or of any
ordinance or resolution amendatory hereof or supplemental
hereto which would materially and adversely affect the rights

p of Bondholders shall be made without the consent in writing of

the owners of two—thirds (2/3) or more in principal amount of

the Bonds then outstanding and to be affected by said
modification; provided, however, that no change shall be made

in the maturity of any Bond or Bonds or the rate of interest

thereon, or in the principal amount thereof, or affecting the

unconditional promise of the District to pay such principal and

interest out of the revenues of the System without the consent

of the owner thereof. No amendment or modification shall be

made which would reduce the percentage of the principal amount

of Bonds required for consent to the above permitted amendments

or modifications.

p
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Section 10.02. Severability of Invalid Provisions
If any section, paragraph, clause or provision of this

Resolution shall be held invalid, such invalidity shall not

affect any of the remaining provisions of this Resolution.

Section 10.03. Repeal of Conflicting Resolutions

All resolutions and orders, or parts thereof, in conflict with
this Resolution are to the extent of such conflict repealed.

Section 10.04. Covenant of Due Procedure The

District covenants that all acts, conditions, things and

procedures required to exist, to happen, to be performed or to

be taken precedent to and in the final enactment and passage of

this Resolution do exist, have happened, have been performed
and have been taken in regular and due time, form and manner as

required by and in full compliance with the laws and

Constitution of the State applicable thereto; and that the

Chairman, the Secretary and members of the Public Service

District were at all times when any actions in connection with

this Resolution occurred, and are, duly in office and duly
qualified for such office.

Section 10.05. Effective Date This Resolution shall

take effect in~nediately upon its adoption.

)

)

p

p
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EXHIBIT A

PROJECT DESCRIPTION

The Project consists of the construction of a public
water system including installation of approximately 40.000

linear feet of water transmission and distribution lines with

associated appurtenances. The District will purchase water for

the system from the Kanawha Falls Public Service District.

I

I
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GAULEY RIVER PUBLIC SERVICE DISTRICT

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION OF CERTAIN EXTENSIONS, ADDITIONS,
EET1’ERMENTS AND IMPROVENENTS TO THE EXISTING

WATERWORKS FACILITY OF THE GAULEY RIVER PUBLIC

SERVICE DISTRICT AND THE FINANCING OP THE

COST, NOT OTHERWISE PROVIDED, mEREOP, THROUGH

THE ISSUANCE BY THE DISTRICT OP $1,600,000 IN

AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE

BONDS AND THE SALE THEREOF TO THE UNITED

STATES DEPARTMENT OP AGRICULTURE, FARMERS RCME

ADMINISTRATION; PROVIDING FOR THE RIGHTS MID

P.~DIES OF AND SECURITY FOR THE REGISTERED

OWNERS OF SUCH BONDS; PROVIDING FOR THE TERME

AND PROVISIONS OP SUCH BONDS AND ADOPTING

OTHER PROVISIONS RELATING THERETO.

p

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF THE GAULEY

RIVER PUBLIC SERVICE DISTRICT:

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Definitions The following terms shall

have the following meanings herein unless the context expressly
requires otherwise:

‘Act’ means Chapter 16, Article 13A of the Code of West

Virginia, 1931, as amended and in effect on the date of adoption
of this Resolution.

‘Mditional Bonds’ means additional bonds issued under

the provisions and within the limitations prescribed by Section
6.06.

‘Authorized Officer’ means the Chairman of the Governing
Body of the Issuer or any other person duly appointed as such by
the Governing Body.

‘Board’ means the public service board of the Issuer and
shall include the membership of the Board as may hereafter be duly
constituted as the legal successors to the present membership or

any other authority vested with and authorized to exercise the

powers of the Issuer.

p



p.

‘Bondholders • ‘Holder of the Bonds.’ ‘Holder,’

Registered Owner. ‘Owner’ or any similar term, whenever used

herein with respect to an Outstanding Bond or Bonds, means the

p person in whose name such Bond is registered.

Bond Registrar’ means the bank or other entity to be

designated as such in the Supplemental Resolution and its

successors and assigns.

‘Bonds’ means the $1,600,000 in aggregate principal
amount of Water Revenue Bonds and any Additional Bonds hereafter

issued within the terma, restrictions and conditions contained in

this Resolution.

‘Chairman’ means the Chairman øf the Governing Body of

the Issuer.

‘Closing Date’ means the date upon which there is an

exchange of the Bonds for all or a significant portion of the

proceeds representing the purchase of the Bonds by FmH~.

‘Comiasion’ means the West Virginia Municipal Bond

Coninission or any other agency of the State that succeeds to the

functions of the Covrisaiou.

‘Consulting Engineers’ means Pentree, Inc., Princeton,
West Virginia. or any engineer or firm of engineers of reputation
for skill and experience with respect to the design and
construction of waterworks systems or facilities that shall at any
time hereafter be retained by the Issuer as Consulting Engineers
for the System.

Construction Trust Fund’ mea~e the Construction Trust
Fund established by Section 5.02.

‘Coats’ or ‘Costs of the Project’ means those costs

described in Section 1.031 hereof to be a part of the coat of
construction and acquisition of the Project.

“Debt Service’ means the scheduled amount of interest and
amortization of principal payable on the Bonds during the period
of computation, excluding amounts scheduled during such period
which relate to principal which has been retired before the

beginning of such period.

‘Depository Bank’ means a bank or national banking
association located- in the State, eligible under the laws of the

State to receive deposits of state and municipal funds and insured
by the FDIC, which Depository Bank shall be namsd in the

Supplemental Resolution.
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I.

Depreciation Account’ means the Depreciation Account

established by Section 4.01(5).

‘EDA’ means the Economic Development Administration of

the United States Department of Comeerce and any successor to the

functions of the EDA.

‘EDA Grant means the grant from EDA in the amount of

$950,000.

‘Event of Default’ means any event or occurrence

specified in Section 7.01.

‘FDIC” means the Federal Deposit Insurance Corporation
and any successor to the functions thereof.

‘Fiscal Year’ means each 12-month period beginning on

July 1 and ending on the succeeding June 30.

‘FinHA’ or ‘Government’ means the United States Department
of Agriculture, Farmers Home Administration, which is expected to

be the original purchaser of the Bonds.

‘Governing Body’ or ‘Board’ means the public service

board of the Issuer, as is now or may hereafter be constituted.

‘Government Grant’ means the grant from the Government in
the amount of $1.002400.

‘Government Obligations’ means direct obligations of, or

obligations the timely payment of the principal of and interest on

which is guaranteed by, the United States of America, including
(i) euch obligations which have been stripped from their unmatured

interest coupons, interest coupons stripped from such obligations
and receipts or certificates evidencing payments from such

obligations, (ii) evidences of ownership of a proportionate
interest in specified direct obligations of, or specified
obligations which are unconditionally and fully guaranteed by, the
United States of America, which obligations are held by a bank or

trust company organized and existing under the laws of the United
States of America or any state thereof in the capacity of

custodian and (iii) obligations, the sole source of the payment of
the principal of and interest on which are obligations of the

nature of those described in clause (i), which are irrevocably
pledged for s~ich purposes.

‘Grants’ means collectively the EDA Grant and the
Government Grant.

‘Gross Revenues’ means the aggregate gross operating and

non-operating revenues of the System, as hereafter defined.

p
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determined in accordance with generally accepted accounting
principles, after deduction of prompt payment discounts, if any,
and reasonable provision for uncollectible accounts; provided,
that ‘Gross Revenues’ does not include any gains from the sale or

other disposition of. or from any increase in the value of,
capital assets (including Qualified Investments purchased pursuant
to Section 8.01) or any Tap Fees.

‘Independent Certified Public Accountants0 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’ or ‘District’ means the Gauley River Public

Service District, a public corporation and political subdivision
of the State.

‘Letter of Conditions’ means the letter of conditions of

FmHA dated April 11, 1991, as amended May 6, 1991, December 9,
1991, January 27, 1993, and February 19, 1993, and any additional

supple”~nts or amendments thereto.

‘Net Revenues’ means Gross Revenues less Operating
Expenses.

‘Operating Expenses’ means the reasonable, proper and

necessary costs of repair, maintenance and operation of the System
and includes, without limiting the generality of the foregoing.
administrative, engineering, legal, auditing and insurance

expenses, fiscal agents, depository banks, registrars, paying
agents and trustees other than those capitalized as part of the

Costs, payments to pension or retirement fundR, 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, of

any, or interest on the Bonds, charges for depreciation, losses
from the sale or other disposition of, or from and decrease in the

value of, capital assets, amortization of debt discount or such
miscellaneous deductions as are applicable to prior accounting
periods.

‘Outstanding,’ when used with reference to Bonds and as

of any particular date, describes all Bonds theretofore and

thereupon being authenticated and delivered except Ci) any Bond
cancelled by the Bond Registrar at or prior to said date; (ii) any
Bond for the payment of which moneys, equal to its principal
amount and redemption premium, if applicable, with interest to the

p
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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 Section 9.06

hereof; and (iv) for purposes of consents or other action by a

specified percentage of Bondholders, any Bonds registered to the

Issuer.

Paying Agent’ means the bank or banks or other entity
• designated as SUCh for the Bonds in the Supplemental Resolution or

such entity or authority as may be designated by the Issuer.

•Prior Bonds’ means, collectively, the Prior First Lien

Bonds and the Prior Second Lien Bonds.

‘Prior First Lien Bonds’ means the Issuer’s Watexworka

Revenue Bond, Series 1986, issued in the original principal amount

of $123,230 and purchased by the West Virginia Water Development
Authority on May 9, 1986, currently outstanding in the principal
amount of $121,038.

‘Prior Resolution’ means the resolution adopted by the

Public Service Board of the District on April 30. 1986,
authorizing the issuance of the Prior Bonds.

“Prior Second Lien Bonds’ means the Issuer’s Supplemental
Subordinate Waterworks Revenue Bond, Series 1986, issued in the

original principal amount of $61,350 and purchased by the West

Virginia Water Development Authority on May 9, 1986, currently
outstanding in the principal amount of $53,277.

“Project’ means, collectively, Project A and Project B as

described in Exhibit A attached hereto.

“Project A” means the acquisition and construction of the

Dixie Waterline Extension portion of the Project.

‘Project B’ means the acquisition and construction of the

Mount Olive Waterline Extension portion of the Project.

‘PSC’ means the Public Service Coumtission of West

Virginia and any successor to the functions thereof.

‘PSC Order’ means the reco’tm~ended decision of the PSC in

Case No, 91-4l2-PWD-O~, which was entered by the Administrative
Law Judge of the PSC on april 6. 1992, was amended on June 5, 1992
and became the final order on June 5, 1992, granting the Issuer a

Certificate of Convenience and Necessity to construct Project A

and Project B, approving the financing thereof and approving rates

adequate for the costs thereof.

p
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•Qualified Investments’ means and includes any of the

following:

(a) Government Obligations;

(b) Government Obligations which have

been stripped of their unmatured interest

coupons, interest coupons stripped frain

Government Obligations, and receipts or

p 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;

(e) Time accounts (including accounts

evidenced by time certificates of deposit,
time deposits or other similar banking
arrangements) which, to the extent not insured

by the FDIC or Federal Savings and Loan

p 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 any said time
account or must be replaced or increased so

p that the market value thereof is always at

least equal to the principal amount of said
time account;

(f) Money market funds or similar funds
whose only assets are investments of

-6-
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the type described in paragraphs (a) through
Ce) above;

(g) Repurchase agreements, fully secured

by investments of the types
described in paragraphs (a) through (e) above,
with banks or national banking associations

which are members of FDIC or with government
bond dealers recognized as primazy dealers by
the Federal Reserve Bank of New York,
orovided, that said investments securing any
said repurchase agreement either must mature

as nearly as practicable coincident with the

maturity of said repurchase agreement or must

be replaced or increased so that the market

value thereof is always at least equal to the

principal amount of said repurchase agreement,
and provided further that the holder of such

repurchase agreement shall have a prior
perfected security interest in the collateral

therefor; must have (or its agent must have)

possession of such collateral;
and such collateral must be free of all claims

by third parties;

(h) The West Virginia consolidated

fund’ men~ged by the West Virginia State

Board of Investments pursuant to Chapter 12,
Article 6 of the Code of West Virginia Code,
1931. as ~‘r~~ded:

(i) Obligations of states ox’ 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; and

(j) Advanced - Refunded Municipal Bonds.

‘Reserve Account’ means the Reserve Account established

by Section 4.01(A) (4).

‘Reserve Requirement’ means an amount equal to the

maximum a~unt of principal and interest which will mature and

become due on the Bonds in any succeeding Fiscal Year.

‘Resolution’ means this resolution, as from time to time
amended or supplemented.

-7-
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‘Revenue Fund’ means the Revenue Fund established by
Section 4.01(A).

‘Secretary’ means the Secretary of the Governing Body of

the Issuer.

‘Sinking Fund’ means the Sinking Fund established by
Section 4.01(A) (2).

‘State’ means the State of West Virginia.

‘Supplemental Resolution’ means any resolution of the

Issuer supplementing or amending this Resolution and when

preceded by the article ‘the • refers specifically to the

supplemental resolution authorizing the sale of the Bonds;
provided, that any matter intended by this Resolution to be

included in the Supplemental Resolution with respect to the Bonds

and not so included may be included in another Suppl~m~Tital
Resolution.

‘System’ means the public service properties to be used

p for or in connection with the diversion, development, pumping,
impounding, treatment, storage, distribution or furnishing of

water to or for industrial, public, private or other uses, owned

by the Issuer, and any improvements or extensions thereto

hereafter conatrncted or acquired from any sources whatsoever, and

includes the Project.

‘Tap Fees’ means the fees paid by prospective customers

of the System in order to connect thereto.

‘Water Tap Fee’ means the fee to be paid by the Issuer to•

Kanawha Falls Public Service District pursuant to a Water Purchase

p Agreement.

‘West Virginia Water Development AuthOrity’ or ‘WD&

means the registered owner of the Prior Bonds.

Additional terms and phrases are defined in this

p Resolution as they are used. Accounting terms not specifically
defined herein shall be given meaning in accordance with generally
accepted accounting principles.

Words importing singular number shall include the plural
number in each case and vice versa; words importing persons shall

p include firms and corporations; and words importing the masculine,
feminine or neutral gender shall include any other gender.

The terms herein,’ ‘hereunder, ‘hereby,’ •hereto,’
‘hereof’ and any similar terms refer to this Resolution; and the

-8-
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term ‘hereafter means after the date of adoption of this

Resolution.

Articles, sections and subsections mentioned by number

only are the respective articles, sections and subsections of this

Resolution so numbered.

Section. 1.02. Authority ~ this Resolution This

Resolution is adopted pursuant to the provisions of the Act and

other applicable provisions of law.

Section. 1.03. Findings It is hereby found, determined
and declared as follows:

A. The Issuer now owns and operates a public waterworka

system, furnishing water service to residences, premises and

businesses residing or located within and without the area of the

Issuer, the acquisition and construction of certain extensions,
additions, betterments and improvements thereto being permanently
financed, in part, by the issuance of the Bonds to FaHA.

B. The acquisition and construction of the System was

financed in part with the proceeds from the Prior Bonds.
authorized pursuant to the Prior Resolution.

C. The Prior Bonda of the Issuer are currently
outstanding in the principal amount of $174,315.

D. The Issuer derives revenues from the System, and,
except for the pledges thereof to secure and pay the Prior Bonds,
said revenues are not pledged or encumbered in any manner.

g. It is deemed necessary and desirable for the health,
welfare and safety of the inhabitants of the District that there
be constructed certain extensions, additions, betterments and

improvements to the System in accordance with the plans and

specifications prepared by the Consulting Engineers, which Project
A and Project B (collectively, the ‘Project’) are described in
Exhibits A and B.

F. The estimated maximum cost of the construction of
the Project is $3,552,400. Project A will be financed with the

proceeds of the sale of the Bonds anticipated to be in the amount

of $1,600,000 and from the Government Grant in the approximate
amount of $1,002,400. Project B will be permanently financed with
the proceeds of the EDA Grant in the amount of $950,000.

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 the costs of the operation and
maintenance of the System, the principal of and interest on the

)
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prior Bonds, the principal of and interest on the Bonds authorized

to be issued pursuant to this Resolution and all sinking funds,
reserve and other payments provided for in the Prior Resolution

and in this Resolution.

H. Prior tO the issuance of the Bonds, the Issuer will

obtain the consent of the WDA to the issuance of the Bonds with a

lien on a parity with the lien of the Prior First Lien Bonds.

Upon the issuance of the Bonds, the Issuer will grant the

Government a first lien on the Net Revenues of the System, which

lien will be on a parity with the lien of the Prior First Lien

Bonds.

I. It is deemed necessary for the Issuer to issue its

Bonds, in part to permanently finance the costs of acquisition and

construction of the Project. Said costs shall be deemed to

include the coat Of all property rights, easements, and franchises

deemed necessary therefor; the cost of the construction of said

extensions, additions, betterments and improvements to the System
and any other expenses necessary, incidental, desirable or

appurtenant to the acquisition and construction of the Project and

such replacements as are necessary therefor; the Water Tap Fee;
the coat of interim financing for such Project; interest on the

Bonds, prior to, during and for six months after the estimated

date of completion of construction of the Project; engineering and

legal expenses; expenses for estimates of coats and revenues;

expenses for plans, specifications and surveys; expenses for the

service of registrars, paying agents depositories or other agents
in connection with the issuance of the Bonds, and such other

expenses as may be necessary or desirable to said acquisition and

construction of the project and placing the same in operation and

the financing authorized by this Resolution.

J. The period of usefulness of the System after

completion of the Project is not less than 40 years.

K. It is in the best interest of the Issuer that it

enter into the Water Purchase agreement and from the proceeds of

the Project financing pay the Water Tap Fee.

L. It is in the beat interests of the Issuer that its
Bonda be sold to FmHA pursuant to the terms and provisions of the

Letter of Conditions.

M. The Issuer has complied with all requirements of
West Virginia law relating to authorization of the construction,
acquisition and operation of the Project and issuance of the

Bonds, or will have so complied prior to issuance of any thereof,
including, among other things, the obtaining of the PSC Order, the

time for rehearing and appeal of which have expired.
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Section 1.04. Resolution Constitutes Contract In

consideration of the acceptance of the Bonds by those who shall be

the Registered Owners of the same from time to time, this
Resolution shall be deemed to be and shall constitute a contract

between the Issuer and such Bondholders, and the covenants and

agreements herein set forth to be performed by the Issuer shall be

for the equal benefit, protection and security of the Registered
Owners of any and all of such Bonds, all which shall be of equal
rank and without preference, priority or distinction between any
one Bond and any other Bonds by reason of priority of issuance or

otherwise, except as expressly provided therein and herein. The

Bonds share a first lien parity position with respect to sources

of and security for payment with the Prior First Lien Bonds.

p
I

p

p

p

p
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ARTICLE II

AUTHORIZATION OP ~AT~r1SIONS, ADDITIONS,
BwrrER)~NTS AND IMPROVEMENTS TO THE SYSTEM

Section 2.01. Authorization g~ Extensions~ Additions.

Betterment,a ~ng Improvements There is hereby authorized the

construction and acquisition of certain extensions, additions,
betterments and improvements to the System in accordance with the

plans and specifications which have been prepared by the

Consulting Engineers; provided, that such plans and

specifications, and the construction and acquisition of certain

extensions, additions, betterments and improvements to the System
in accordance therewith, are subject to the specific authorization

by the Board pursuant to a Supplemental Resolution.

p
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION A1~D SALE OF BONDS

Section 3.01. Authorization ~ Bonda Subject and

pursuant to the provisions hereof, the Bonds of the Issuer, to be

known as ‘Gauley River Public Service District Water Revenue

Bonds (the ~Bonds’) are hereby authorized to be issued in the

aggregate principal amount of $1,600,000 for the purpose of

permanently financing a portion of Costs of Project A.

Section 3.02. Description g~ Bonds The Bonds shall be

issued as fully registered Bond. with a record of advances and

payments attached, numbered R- 1 upward, and shall be dated the

date of delivery thereof. The Bonds shall bear interest from the

date of delivery on the amount outstanding on the interest payment
date a. evidenced on the record of advances and payments, payable
monthly, con~nencing on the first day of the month following the

month of delivery of the Bond and on the first day of each month

thereafter for the first 24 months after the date thereof and

thereafter on the first day of each month in installments of

principal and interest in the aggregate amount of $7,856.00 except
that the final installment shall be paid at the end of 40 years
from the date of the Bond, at a rate, not exceeding five percent
(5k) per annum, as shall be determined by the Suppl~mantal
Resolution and shall be sold for the par value thereof.

The Bonds shall be subject to prepayment of scheduled

monthly installments, or any portion thereof, at the option of the

Issuer, shall be payable as provided in the Bond form hereinafter

set forth, and shall have such other terms not inconsistent with

this Resolution, as shall be set forth in the Supplemental
Resolution and ouch Bond form.

The series designation shall be as set forth in the

Supp1em~ntal Resolution.

Section 3.03. Executioii gf. Bonds The Bonds shall be
executed in the name of the Issuer by the manual or facsimile

signature of the Chairman, and the seal of the Issuer shall be

impressed thereon and attested by the manual or facsimile

signature of the Secretary. In case any one or more of tile

officers who shall have signed or sealed any of the Bonds shall

cease to be such officer of the Issuer before the Bonds so signed
and sealed have been actually sold and delivered, such Bonds may
nevertheless be sold and delivered as herein provided and may be
issued as if the person who signed or sealed such Bonds had not

ceased to hold such office. Any Bonds may be signed and sealed on

behalf of the Issuer by such person as at the actual time of the
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execution of such Bonds shall hold the proper office in the

Issuer, although at the date of such Bonds such person may not

have held such office or may not have been so authorized.

Section 3.04. Authentication ~ Reaistration. No Bond

shall be valid or obligatory for any purpose or entitled to any

security or benefit under this Resolution unless and until the

Certificate of Authentication and Registration on such Bond,
substantially in the form set forth in Section 3.09. shall have

been manually executed by the Bond Registrar. Any such executed

Certificate of Authentication and Registration upon any such Bond

shall be conclusive evidence that such Bond has been

authenticated, registered and delivered under this Resolution.
The Certificate of Authentication and Registration on any Bond

shall be deemed to have been executed by the Bond Registrar if

manually signed by an authorized officer of the Bond Registrar,
but it shall not be necessary that the same officer sign the

Certificate of Authentication and Registration on all of the Bonds

issued hereunder.

Section 3.05. Negotiability, Transfer ~ Registration
Subject to the provisions for transfer of registration set forth

below, the Bonds shall be and have all of the qualities and

incidents of negotiable instruments under the Uniform Couinercial
Code of the State, and each successive Holder, in accepting any of

said Bonds, shall be conclusively deemed to have agreed that such

Bonds shall be and have all of the qualities and incidents of

negotiable instruments under the Uniform Cotiunercial Code of the

State. and each successive Holder shall further be conclusively
deemed to have agreed that said Bonds shall be incontestable in

the hands of a bQ~ fide holder for value.

So long as any of the Bonds remain outstanding, the

Issuer, through the Bond Registrar, shall keep and maintain books

for the registration and transfer of the Bonds.

The 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 thereof

together with a written instruntønt 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 or

transferring the Bonds are exercised, Bonds shall be delivered in
accordance with the provisions of this Resolution. All Bonds

surrendered in any such exchanges or transfers shall forthwith be
cancelled by the Bond Registrar. For every such exchange or

transfer of Bonds, the Bond Registrar may make a charge sufficient
to reimburse it for any tax, fee or other governmental charge
required to be paid with respect to such exchange or transfer and
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the coat of preparing each new Bond upon each exchange or

transfer, and any other expenses of the Bond Registrar incurred in
connection therewith, which awn or sums shall be paid by the

Issuer. The Bond Registrar shall not be obligated to make any
such exchange or transfer of Bonds during the period connnencing on

the 15th day of the month preceding an interest payment date on

the Bonds or, in the case of any proposed redemption of Bonds,
next preceding the date of the selection of Bonds to be redeemed,
and ending on such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroyed, Stolen ~
lost In case any Bond shall become mutilated or be destroyed,
stolen or lost, the Issuer may. in its discretion, issue, and the

Bond Registrar shall, if so advised by the Issuer, authenticate

and deliver, a new Bond of the same series and of like tenor as

the Bonds so mutilated, destroyed, stolen or lost, in exchange and

substitution for such mutilated. Bond, upon surrender and
cancellation of such mutilated Bond, or in lieu of and
substitution for the Bond destroyed, stolen or lost, and upon the

Holder’ a furnishing satisfactory indemnity and complying with such

other reasonable regulations and conditions as the Issuer may
prescribe and paying such expenses as the Issuer and the Bond

Registrar may incur. All Bonds so surrendered shall be 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 ~ ~g Indebtedness ~. ths
Issuer The Bonds shall not, in any event, be or constitute an

indebtedness of the Issuer within the meaning of any
constitutional or statutory provision or limitation, but shall be

payable solely from the Net Revenues derived from the operation of
the System, as herein provided, and amounts, if any, in the
Reserve Account. No Holder or Holders of any of the Bonds shall
ever have the right to compel the exercise of the taxing power, if

any, of the Issuer to pay the Bonds or the interest thereon.

Section 3.05. Bands Secured ~y Pledae ~ Net Revenues

The payment of the debt service of the Bonds and the Prior First
Lien Bonds shall be secured forthwith equally and ratably and on

a parity with each other, by a first lien on the Net Revenues
derived from the System, which lien of the Bonds and the Prior
First Lien Bonds are senior to the lien of the Prior Second Lien
Bonds. Such Net Revenues in an amount sufficient to pay the

principal of and interest on and other payments for the Bonds and
the Prior Bonds and to make the payments as hereinafter provided
are hereby irrevocably pledged to the payment of the principal of
and interest on the Bonds and the Prior Bonds as the same become
due.
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Section 3.09. Form g~ fonda The text of the Bonds

shall be in substantially the following form, with such omissions,
insertions and variations as may be necessary and desirable and

authorized or permitted hereby, or by any Supplemental Resolution

adopted prior to the issuance thereof:

1

I
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(Form of Bondj

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

GAULEY RIVER PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS

SERIES 1993

No. R-1 $1,600,000

March 17, 1993

(Date)

United States Department of Agriculture
Faziners Home Administration

Morgantown, West Virginia 26505

FOR VALUE RECEIVED, the Gauley River Public Service

District, a public corporation organized and existing under the

laws of, and a political subdivision of, the State of West

Virginia, in Fayette, Nicholas and Clay Counties (herein called

the Borrowers), promises to pay to the order of the United States

Department of Agriculture, Farmers Home Administration (herein
called the Governrnent), at its National Finance Office, St.

Louis, Missouri, or at such other place as the Government may
hereafter designate in writing, and in the manner provided below,
the principal sum of One Million Six Hundred Thousand Dollars

($1,600,000) or such lesser amount as shall then be reflected on

the Record of Advances and Payments attached hereto and

incorporated herein by reference, plus interest on the unpaid
principal balance at the rate of 5t per annum. Notwithstanding
any provision of this Bond to the contrary, this Bond shall

evidence only the indebtedness reflected as outstanding on the

Record of Advances and Payments attached hereto. Interest shall

accrue only on the amount of each advance from its actual date as

listed on said Record of Advances and Payments and shall cease to

accrue on the amount outstanding, or portions thereof, as the

same are paid, as reflected by said Record of Advances and

Payments.

The said principal and interest shall be paid in the

following installmønts on the following dates: Monthly
installments of interest only on the amounts advanced hereunder,

conunencing the first day of the month following the month of

$ delivery of this Bond and on the first day of each month

thereafter for the first 24 months after the date hereof, and

thereafter on the first day of each month in installments of

principal and interest in the aggregate amount of $7,856.00 except
the final installment shall be paid at the end of forty years from

the date of this Bond in the sum of the unpaid principal and



interest due on the date thereof and prepayments may be made as

provided below. This consideration shall support any agreement
modifying the foregoing schedule of payments.

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.

Pre-paymenta of scheduled installments, or any portion
thereof. may be made at any time at the option of the Borrower.

Extra payments, as defined in the regulations of the Government,

shall, after payment of interest, be applied to the installment

last to come due under this Bond and shall not affect the

obligation of Borrower to pay the remaining installments as

scheduled herein.

Any amount advanced or expended by the Government for the

collection hereof, or to preserve or to protect any security or

other icetrument 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 iimnediately due and payable by Borrower to

the Government without de”~a~d. Borrower agrees to use the loan

evidenced hereby solely for purposes authorized by the Government.

Borrower has granted to the Government a lien on the proceeds of

this Bond until such proceeds are expended for authorized

purposes.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH

RESPECT TO SOURCES OP AND SECURITY FOR PAYMENT WITH THE

OUTSTANDING GAULEY RIVER PUBLIC SERVICE DISTRICT WATERWORXS

REVENUE BOND, SERIES 1986, DATED MAY 9, 1986 IN THE ORIGINAL

PRINCIPAL AMOUNT OF $123,230 (TEE ‘PRIOR FIRST LIEN BONDS’) AND IS

SENIOR TO TEE LIEN WITH RESPECT TO SOURCES AND SECURITY FOR

PAYMENT WITH THE OUTSTANDING GAULEY RIVER PUBLIC SERVICE DISTRICT

SUPPLEMENTAL SUBORDINATE WATERWORES REVENUE BOND
•

SERIES 1986.
DATED MAY 9, 1986 IN THE ORIGINAL PRINCIPAL AMOUNT OF $61,350 (THE
‘PRIOR SECOND LIEN BONDS’, AND COLLECTIVELY WITH THE PRIOR FIRST

LIEN BONDS, THE “PRIOR BONDS’).

This Bond is issued to permanently finance a portion of

the costs of acquisition and construction of certain extensions,
additions, betterments and improvements to the Issuer’s existing
waterworke system (the “Project’ and together with the existing
waterworks system of the Issuer and any further extensions,
additions, betterments and improvements thereto, herein called the

‘System’); to pay interest on the Bonds during acquisition and

construction and for up to six months after completion of the

Project; and to pay certain issuance and related costs in

connection therewith. This Bond is authorized and issued under
and in full compliance with the Constitution and statutes of the
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State of West Virginia, including particularly Article 13A of

chapter 16 of the Code of West Virginia, 1931, as amended (the

‘Act’), and a resolution duly adopted by the Board of the Borrower

on the
____

day of —, 1993. and supplemented by a

Supplemental Resolution duly adopted by said Board on the
_____

day of ________,
1993 (collectively, the •Resolution’), and is

subject to all the terms and conditions of said Resolution. The

Resolution provides for the issuance of additional bonds under

certain conditions, and such bonds would be entitled to be paid
and secured equally and ratably from and by the funds and revenues

and other security provided for the Bonds under the Resolution.

This Bond is payable only from and secured by a pledge of

a first lien on the Net Revenues (as defined in the Resolution) to

be derived from the operation of the System which lien is on a

parity as to security and source of payment with the lien of the

Prior First Lien Bonds, moneys in the Reserve Account created

under the Resolution (the ‘Reserve Account’) and unexpended
proceeds of the Bonds. Such Net Revenues shall be sufficient to

pay the principal of and interest on this Bond, the Prior Bonds,
and all bonds which may be issued for the construction,
acquisition, improvement, extension or betterment of such System
as and when the same become due and payable •

and which shall be

set aside and remitted for the Prior Bonds as provided in the

Prior Resolution and to the Government for the Bonds as provided
herein and in the Resolution. This Bond does not constitute an

indebtedness of the Borrower within the meaning of any
constitutional or statutory provisions or limitations, nor shall

said Borrower be obligated to pay the same or the interest hereon

except from the Net Revenues derived from the operation of said

System, the moneys in the Reserve Account and unexpended Bond

proceeds. Pursuant to the Resolution and the Prior Resolution,
the Borrower has covenanted and agreed to establish and maintain

just and equitable rates or charges for the use of such System and

the services rendered thereby, which shall be sufficient to

provide for the proper and reasonable expenses of operation,
repair and maintenance of said System, and to leave a balance each

year equal to at least 115% of the amount required to pay the

maximum amount due in any ensuing year of principal of and

interest on the Bonds and the Prior Bonds and on all obligations
secured by or payable from such revenues prior to or on a parity
with the Bonds and the Prior First Lien Bonds; provided that when

the Reserve Funds for the Prior Bonds and the Bonds are funded at

the maximum amount required by the Resolution and the Prior

Resolution, then the balance each year must be equal to at least

110% of the amount required to pay the maximum amount due in any
ensuing year of principal of and interest on the Bonds and the

Prior Bonds; provided, however, upon the payment in full or

defeasance of the Prior Bonds, the coverage requirement pursuant
to the Resolution is 110%. The Borrower has entered into certain
further covenants with the owner of this Bond for the ternis of
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which reference is made to said Resolution. Remedies provided the

owner of this Bond are exclusively as provided in the Resolution,
to which reference is here made for a detailed description
thereof.

This Bond is transferable, as provided in the Resolution,

only upon the books of the Registrar which shall be kept for that

purpose at the office of the Registrar, by the owner or by its

attorney or legal representative duly authorized in writing, upon
surrender of this Bond. together with a written instrument of

transfer satisfactory to the Registrar duly executed by the owner

or its attorney or legal representative duly authorized in

writing.

Subject to registration requirements, this Bond under the

provision of the Act is and has all the qualities and incidents of

a negotiable instrument under the Uniform Coumiercial Code of the

State of West Virginia.

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 coatiuunity
for loans for such purposes and periods of time.

If at any time it so appears to the Government that

Borrower may be able to obtain a loan from a responsible
cooperative or private creditor at reasonable rates and terms for

loans for such purposes and period of time, Borrower will at the

Government’s request apply for and accept such loan in sufficient
amount to repay the Government.

All money received from the sale of this Bond, after

reimbursement and repayment of all amounts connected with the

issuance hereof, as provided by law and the Resolution, shall be

applied solely to the costs of acquisition and construction of the

Project, and there shall be and hereby is created and granted a

lien upon such moneys, until so applied, in favor of the owner of

this Bond.

IT IS HEREBY CERTIPIED, RSCIT~o ~Z4D DECLARED that all

acts, conditions and things required to exist, happen and be

performed precedent to and in the issuance of this Bond have

existed, have happened and have been performed in due time, form

and manner as required by law, and that the amount of this Bond,
together with all other obligations of said Borrower, does not

exceed any limit prescribed by the Constitution or statutes of the

State of West Virginia and that a sufficient amount of the

revenues of the System of the Borrower has been pledged to and
will be set aside into said special fund by the Borrower for the

prompt payment of the principal of and interest on this Bond.



All provisions of the Resolution, resolutions and

statutes under which this Bond is issued shall be deemed to be a

part of the contract evidenced by this Bond to the same extent as

if written fully herein.

This Bond is given as evidence of a loan to Borrower made

or insured by the Government pursuant to the Rural Development Act

of 1972. This Bond shall be subject to the present regulations of

the Government and to its future regulations not inconsistent with

the express provisions hereof.

IN WITNESS WHEREOP, TIlE GAULE! RIVER PUBLIC SERVICE

DISTRICT has caused this Bond to be signed by its Chairman and its
seal to be hereunto impressed and attested by its Secretary, all

as of the date first written above.

GAULEY RIVER PUBLIC SERVICE DISTRICT

Chairman

P. 0. Box 87

Belva, West Virginia 26656

(SEAL)

MTEST:

Secretary
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cERTIFICATE OP AUTM~rrrICATION AND~REGISrP.ATION

This Bond is one of the Gauley River Public Service

District Water Revenue Bonds, Series 1993, described in the

within-mentioned Resolution and has been duly registered in the

name of the United States Department of Agriculture, Farmers Home

~dminjgtratjon as of the date set forth below.

Date:
_____________________

Merchants National Bank,
as Registrar

By
Its Authorized Officer
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I.

RECORD OP ADVANCES AND PAYMENTS

Advances

_L~)

(21

(3)

(4)

(S)

(6)

(7)

(8)

(9)

(~iO)

TOTAL: $
—

Date Amount Initialed By

UNITED STATES DEPAR~IT OF

AGRICULTURE. FARMERS HOME

ADMINISTRATION

By:

(Title)
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RECORD OF ADVANCES AND PAYMENTS

Pavntenta

Date Amount Initialed By

(21

(

t4i

(5)

(7)

(

(

(10)

TOTAL: $

p

UNITED STATES DEPARTMENT OF

AGRICULTURE, FARMERS BOMB

ADMINISTRATION

By:

(Title)
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(Por~n of Assignment]

Fog VALUE RECEIVED the undersigned sells, assigns, and

transfers unto
__________________________________________________

the within Bond and does hereby irrevocably constitute and appoint
Attorney to transfer

said Bond on the books kept for registration thereot with full

power of substitution in the premises.

Dated:
-.

In the presence of:
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Section 3.10. Sale g~ Bonde The Bonds shall be sold to

PmBA pursuant to the terms and conditions of the Letter of

Conditions. The provisions of the Letter of Conditions are

specifically incorporated in this Resolution.
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ARTICLE 117

SYSTEM REVENUES MID APPLICATION THEREOF

Section 4.01. System Revenues ~ Apnlication Theregf
So long as the Bonds shall be Outstanding and unpaid, the Issuer

covenants with the Bondholders as follows:

(A) The entire Gross Revenues derived from the operation
of the System and all parts thereof shall be deposited by the

Issuer in the Revenue Fund created in the Prior Resolution and

continued hereby. The Revenue Fund shall constitute a trust fund

for the purposes provided in the Prior Resolution and this
Resolution and shall be kept separate and distinct from all other

funds of the Issuer and the Depository Bank and used only for the

purposes and in the manner herein provided. Fuud~ in the Revenue

Fund shall be disposed of only in the following manner and order

of priorities.

(1) From the Revenue Fund, the Issuer shall first each

month pay the current Operating Expenses of the System.

(2) Next from the moneys in the Revenue Fund, the Issuer

shall on the first day of each month conm~enciug on the first day
of the month fol lowing the month of delivery of the Bonds • make

the payment required by Section 4.03(A) (2) of the Prior Resolution
and shall simultaneously therewith apportion and set apart out of

the Revenue Fund and remit to the office and place designated by
the Bonds (herein called the Sinking Fund) the monthly payment
of interest set forth in the Supplem~ntal Resolution or such

lesser amount as is required to pay the interest on the Bonds as

evidenced by the Record of Advances and Payments attached to the

Bonds as set forth in the Bond form in Section 3.09. If funds in
the Revenue Fund are not sufficient to make all the payments
required by this Section, the Issuer shall apportion and prorate
the funds available to the payments required herein.

(3) Next from the moneys in the Revenue Fund, the Issuer
shall on the first day of each month comaencing on the first day
of the month following the month of delivery of the Bonds, make

the payment required by Section 4.03(A) (3) of the Prior Resolution
and simultaneously therewith shall apportion and set apart from

the Revenue Fund and remit to the Sinking Fund the monthly payment
of principal set forth in the Supplemental Resolution or such

lesser amount as is evidenced by the Record of Advances and

Payments attached to the Bond as set forth in the Bond form in

Section 3.09, such amount or amounts being the amount required to

amortize the principal of the Bonds over the life of the Bonds.
If funds in the Revenue Fund are not sufficient to make all the
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payments required by this Section, the Issuer shall apportion and

prorate the funds available to the payments required herein.

The deposits to the Sinking Fund provided in this

paragraph and in (2), above, constitute actual payments of

principal and interest on the Bonds issued to the Government. The

amounts required for principal and interest payments on the Bonds

issued hereunder other than to the Government shall be deposited
in a sinking fund created by a Supplemental Resolution.

(4) The Issuer shall next transfer from the Revenue Fund

and make the payment required by Section 4.03(A) (4) of the Prior

Resolution and simultaneously therewith deposit in a Reserve

Account at the Depository Bank (herein the ‘Reserve Account’), or

in the case of Bonds other than the Bonds originally authorized

hereby in a reserve account in a sinking fund created by
Supplemental Resolution or otherwise as designated by a

Supplem~ntal Resolution, on the first day of each month of each

year beginning with and including the month in which payments from

the Revenue Fund for interest on the Bonds are coiiwienced, an

amount equal to one tenth (1/10) of the amount deposited into the

Sinking Fund, as set forth above. If funds in the Revenue Fund

are not sufficient to make all the payments required by this

Section. the Issuer shall apportion and prorate the funds

available to the payments required herein.

No further payments shall be made into the Reserve

Account when there shall have been deposited therein, and as long
as there shall remain on deposit therein, an amount equal to the

Reserve Requirement. Moneys in the Reserve Account shall be used

only for the purpose of payment of maturing principal of or

interest on the Bonds when moneys in the Revenue Fund or, in the

case of bonds other than the Bonds originally authorized hereby,
the funds in a sinking fund created by Supplemental Resolution are

insufficient there!or and for no other purposes.

Any withdrawals from the Reserve Account which result in

a reduction in the balance of the Reserve Account to below the

Reserve Requirement shall be subsequently restored from the first
Net Revenues available after all required payment to the Sinking
Fund and Reserve Account, including any deficiencies for prior
payments, have been made in full.

As and when Additional Bonds ranking on a parity with the

Bonds are issued, provision shall be made by Supplemental
Resolution for additional payments sufficient to pay the interest

on such Additional Bonds and to accomplish retirement thereof at

or before maturity and to accumulate a balance in the Reserve

Account in an amount equal to the maxiTnum provided and required to
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be paid in principal and interest in any succeeding year for

account of all the Bonds.

(5) Thereafter, from the moneys remaining in said

Revenue Fund, the Issuer shall make the payment required by
Section 4.03(A) (5) of the Prior Resolution and shall next, on the

first day of each month, comnencing with the month succeeding the

first full calendar month after coninencement of operation of the

Project, remit to the Depository Bank for deposit in a special
account to be designated the ‘Depreciation Account,’ which account

is hereby established and created, a sum equal to $100 ($1,200 per
year). No further payments shall be required to be made into said

Depreciation Account when there shall have been deposited therein,
and so long as there shall remain on deposit therein, an amount

equal to one year’s maxi’mmin principal and interest payments. All

* funds in said Depreciation Account shall be kept apart from all

other funds, and all or any part of said fund may be invested as

provided by Article VIII. Withdrawals and disbursements may be

made from said Depreciation Account for replacements, emergency
repairs, additions, betterments or improvements to the System;
deficiencies in the payment of principal and interest on the

Bonds, or debt service on obligations not on a parity with the

Bonds, the proceeds of which obligations were used to finance such

additions, betterments or improvements.

(6) Thereafter, from the moneys remaining in said

Revenue Fund, the Issuer shall make the payments required pursuant
to Section 4.03(A) (6) and (7) of the Prior Resolution.

(7) If all of the above required payments are then

current, the Issuer nay use any moneys remaining in the Revenue

Fund for the following purposes: (a) for prepayment of the

amount, or any part thereof, of the Prior Bonds or the Bonds

Outstanding in accordance with the terms thereof (b) additions,
betterments or improvements to the System which the Consulting
Engineers certify are needed and/or (c) payments of principal and

interest on subordinate water revenue bonds, or other obligations
which may hereafter be issued by the Issuer on account of the

System.

(B) All of the funda and accounts provided for above
shall constitute trust funds and shall be used only for the

purposes provided herein.

(C) The moneys in excess of the sum insured by the
maximum amounts insured by the FDIC in the Revenue Fund, in the
Reserve Account and in the Depreciation Account shall at all times
be secured, to the full extent thereof in excess of such insured

sum, by Govermnent Obligations or such other obligations as shall
be eligible as security for deposits of state and municipal funds
under the laws of the State.
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(D) If on any monthly payment date the Net Revenues are

insufficient to place the required amount in any of the funds and

accounts as hereinabove provided, the deficiency shall be made up
in the subsequent payments in addition to the payments which would

otherwise be required to be made into the funds and accounts on

the subsequent payments dates; provided, that all deposits,
including on account of deficiencies, shall be made in the order

of priority set forth in Paragraph (A), above, and no payment of

lower priority shall be made if there exists a deficiency in a

fund or account of higher priority. No such deficiency shall

exist solely because the required payments into the Reserve

Account have not • as of such date, funded ouch account to the

requirement therefor.

(E) All remittances made by the Issuer to the Government

or to the Comaission shall clearly identity the fund or account

into which each amount is to be deposited.

(F) The Gross Revenues of the System shall only be used

for purposes of the System.

Section 4.02 ia~ ~ua. During the construction of the

Project, Tap Fees shall be deposited in the Construction Trust

Fund created in Section 5.02 hereof. Following completion of the

Project, Tap Fees shall be deposited in the Revenue Fund and may
be used for any lawful purpose of the System.
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ARTICLE V

APPLICATION OP BOND PROCEEDS

Section 5.01. Anplication ~ Bond Proceeds All the

moneys received from time to time from the sale of Bonds shall be

deposited in the Construction Trust Fund, hereinafter created.

Section 5.02. Construction Trust Fund There is hereby
created with the Depository Bank a special fund to be known as the

Construction Trust Fund.0 which fund shall be kept separate and

apart from all other funds of the Issuer, and shall be drawn out.

used and applied by the Issuer solely for the payment of the Caste

of Project A and purposes incidental thereto, including payment of

any borrowings by the Issuer made for the purpose of temporarily
financing a portion of the Coete of Project A, for the payment of

interest on the Bonds during construction and for a period up to

six months thereafter and for no other purposes whatsoever. The

moneys in said fund shall be secured at all, times by the

Depository Bank, by Government Obligations having a fair market

value at least equal to the balance in said fund in excess of the

amount insured by the FDIC. If for any reason the amounts on

deposit in the Construction Trust Fund are not necessary for, or

are not applied to. such purposes, then such unapplied amounts

shall be deposited by the Issuer as determined by the rules and

regulations of the Government. All such proceeds shall constitute

a trust fund for such purposes, and there is hereby created a lien

upon such moneys, until so applied, in favor of the Holders of the

Bonds hereby authorized.

Expenditures or disbursements by the Depository Bank from

said Construction Trust Fund shall be made only after such

expenditures or disbursements shall have been approved in writing
by the Governing Body, the Consulting Engineers and the

Government.
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ARTICLE Vt

ADDITIONAL COVENANTS OP THE ISSUER

Section 6.01. General Covenants QL ~ Issuer All the

covenants, agreements and provisions of this Resolution shall be

and constitute valid and legally binding covenants of the Issuer

and shall be enforceable in any court of competent jurisdiction by
any Holder or Holders of the Bonds. In addition to the other

covenants, agreements and provisions of this Resolution, the

Issuer hereby covenants and agrees with the Holders of the Bonds

as hereinafter provided in this Article VI. All such covenants

agreements and provisions shall be irrevocable, except as provided
herein1 as long as any of said Bonds or the interest thereon is

Outstanding and unpaid.

Section 6.01. agnds ~ ~ Indebtedness ~Z. ~bA
Issuer The Bonds shall not be or constitute an indebtedness of

the Issuer within the meaning of any constitutional, statutory or

charter 1iin.itation of indebtedness, but shall be payable solely
from the funds pledged for such payment by this Resolution. No

Holder or Holders of any Bonda shall ever have the right to compel
the exercise of the taxing power, if any, of the Issuer to pay
said Bonds or the interest thereon.

Section 6.03. Bonds Secured ~ Pledcie ~ Net Revenues

The payment of the debt service of the Bonds issued hereunder

shall be secured forthwith equally and ratably by a first lien on

the Net Revenues derived from the operation of the System which

lien is on a parity as to such security with the lien of Prior

First Lien Bonds. The Net Revenues derived from the System, in an

amount sufficient to pay the principal of and interest on the

Prior Bonds and the Bonds herein authorized and to make the

payments into the Sinking Fund and the Reserve Account and all

other payments provided for in this Resolution and the Prior

Resolution are hereby irrevocably pledged, in the manner provided
herein and therein, to the payment of the principal of and

interest on the Bonds and the Prior Bonds as the same become due,
and for the other purposes provided in this Resolution and the

Prior Resolution.

Section 6.04. Rates Prior to the issuance of the

Bonds, equitable rates or charges for the use of and service

rendered by the System will be established all in the manner and

form required by law, and copies of such rates and charges so

established will be continuously on file in the office of the

Governing Body, copies of which will be open to inspection by all

interested parties. The schedule of rates and charges shall be

sufficient to pay the Operating Expenses of the System, to pay the

principal of and interest on all Bonds issued hereunder, to pay
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the principal of and interest on the Prior Bonds, to provide an

adequate Reserve Account and an adequate Depreciation Fund and to

pay all requirements set forth in the Prior Resolution. Such

schedule of rates and charges shall be changed and readjusted
whenever necessary so that the aggregate of the rates and charges
will be sufficient for such purposes. In order to assure full and

continuous performance of this covenant, with a margin for

contingencies and temporary unanticipated reduction in income and

revenues, the Issuer hereby covenants and agrees that the schedule

of rates or charges from time to time in effect shall be

sufficient (1) to provide for all reasonable Operating Expenses of

the System, and to fund any reserves required by the PSC Order or

any supplement or amendment thereto, and (ii) to leave a balance

each year equal to the maximum amount required in any succeeding
fiscal year to pay the principal of and interest on the Bonds and

the Prior Bonds and to leave a balance each fiscal year equal to

at least 115% of the average annual debt service on the Bonds and

the Prior Bonds Outstanding and all other obligations of the

Issuer, secured by or payable from such revenues prior to or on a

parity with the Bonds and the Prior First Lien Bonds, provided
that when the Reserve Funds for the Prior Bonds and the Bonds are

funded at the maximum level required therefor, then the balance

each year must be equal to at least 110% of the amount required to

pay the max4~n~~i~ principal and interest due on the Bonds and the

Prior Bonde in any ensuing year; provided however, upon the

payment in full or defeasance of the Prior Bonds, the coverage

requirement pursuant to this Resolution is 110%.

S~etthn 6.05 ~ the System So long as the Bonds

are Outstanding, the System may be sold, transferred, mortgaged,
leased or otherwise disposed of or encumbered (other than any
statutory mortgage lien created under the Act on account of

obligations issued within the restrictions hereof) only with the

written consent of the Government. and such consent will specify
the disposition of any such sale or transfer. So long as the

Prior Bonds are Outstanding, the System may be sold, transferred,
mortgaged, leased or otherwise disposed of only in accordance with

the terms of the Prior Resolution and with the written consent of
the Government.

Section 6.0G. Issuance ~ Additional Bonds No

Additional Bonds, as in this section defined, payable out of the

revenues of the System shall be issued after the issuance of the
Bonds pursuant hereto, except under the conditions and in the

manner herein provided, and as long as the Prior Bonds are

Outstanding, no Additional Bonds secured by the revenues of the

System shall be issued except under the conditions and in the

manner provided herein and in the Prior Resolution.

(A) No such Additional Bonds shall be issued without the
written consent in advance of FmRA. No such Additional Bonds
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shall be issued except for the purpose of financing the Costa of

the construction or acquisition of extensions, additions,

betterments and improvements to the System or refunding one or

more series of Bonds issued hereunder, or both, except as provided
in subsection (F) of this section.

(B) No such Additional Bonds shall be issued at any
time, however, unless and until there has been procured and filed

with the Secretary a written certification by an Independent
Certified Public Accountant, based upon the necessary

investigation, reciting the conclusion that the Net Revenues

actually derived from the System during the Fiscal Year

instediately preceding the date of the issuance of such Additional

Bonds shall have been not lean than one hundred fifteen percent
(1151) of the average aggregate amount which will mature or become

due in any succeeding Fiscal Year for principal of and interest on

the Prior Bonds, if outstanding, on the Bonds and on all Bonds of

all other outstanding series on a parity with the Bonds and on the

Additional Bonds then proposed to be issued.. This limitation may
be waived or modified by the written consent of Bondholders

representing 751 of each series of the then Outstanding Bonds

issued pursuant hereto.

(C) Prior to or concurrently with the issuance of any
such Additional Bonds, the Issuer shall have entered into written

contracts for the immediate acquisition or construction of such

extensions, additions, betterments or improvements to the System
which are to be financed by such Additional Bonds.

(D) The term kdditional Bonds,’ an used in this

section, shall be deemed to mean Additional Bonds issued under the

provisions and within the limitations of this section, payable
from the revenues of the System on a parity with the Bonds, and
all the covenants and other provisions of this Resolution (except
as to details of such Additional Bonds inconsistent therewith)
shall be for the equal benefit, protection and security of the

Holders of any Additional Bonds subsequently issued within the

limitationa of and in compliance with this section. All auch

Bonds, regardless of the time or times of their issuance, shall
rank equaily with respect to their lien on the Net Revenues of the

System, and their source of and security for payment from said Net

Revenues, without preference of any Bond over any other. The

Issuer shall comply fully with all the increased payments into the
various funds, either new or created herein, required for such
Additional Bonds, in addition to the payments required for the
Prior Bonds and the Bonds originally issued hereunder. Redemption
of Bonds prior to maturity, in the event that the Bonds and
Additional Bonds hereby authorized axe Outstanding, shall as

nearly as practical be on an equal pro rata basis reflecting the

original amounts of each issue.
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(B) No Additional Bonds shall be issued at any time

unless all the payments into the respective funds provided for

herein on Bonds then Outstanding and all other payments provided
for herein shall have been made or paid up a. required to the date

of issuance of the Additional Bonds and the Issuer shall have

fully complied with all the covenants, agreements and terms hereof

or shall have remedied any deficiency in such compliance.

(F) With the written consent in advance of FaiHA, and

anything to the contrary in subsections (A), (8) and (C) of this
section notwithstanding, Additional Bonds may be authorized and

issued by the Issuer pursuant to a Supplemental Resolution in the

event that the Bonds should be insufficient, together with other

funds lawfully available therefor, to pay or provide for all Costs

of Project A. Any such Additional Bonds authorized and issued

under the provisions of this subsection shall be limited to the

aggregate principal amount required to make up any deficiency in

funde for payment of such Costs, and the maturities of any such
Additional Bonds shall be in years and amounts suggested by FmHA.

Section 6.07. Books and Records The Issuer will keep
books and records of the System, which shall be separate and apart
from all other books, records and accounts of the Issuer, in which

complete and correct entries shall be made of all transactions

relating to the System, and any Holder of a Bond or Bonds issued

pursuant to this Resolution shall have the right at al]. reasonable
times to inspect the System and all parts thereof and all records,
accounts and data of the Issuer relating thereto.

The accounting system for the System shall follow current

generally accepted accounting principles and safeguards to the

extent allowed and as prescribed by the PSC. Separate control

accounting records shall be maintained by the Issuer. Subsidiary
records as may be required shall be kept in the manner and on the

forms, books and other bookkeeping records as prescribed by FmH~.

FuiHA shall prescribe and institute the w~~~’er by which subsidiary
records of the accounting system which may be installed remote

from the direct supervision of FmHA shall be reported to such

agent of the Issuer as FmHA shall direct.

The Issuer shall file with the Consulting Engineers, and

FiuHA, or any other original purchaser of the Bonds, and shall mail
in each year to any Holder or Holders of Bonds requesting the

same, an annual report containing the following:

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

(B) A balance sheet statement showing
all deposits in all the funds and accounts
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provided for in this Resolution and the status

of all said funds and accounts.

(C) The amount of any Prior Bonds. Bonds

or other obligations outstanding.

The Issuer shall also, at least once a year, cause the

books, records and accounts of the System to be audited by
Independent Certified Public Accountants and shall mail upon

request, and make available generally, the report of said

Independent Certified Public Accountants, or a s1wm~ary thereof, to

any Molder or Holders of Bonds and shall submit said report to

FmHA, or any other original purchaser of the Bonds. Such audit

report submitted to FmHA shall include a statement that the Issuer

is in compliance with the terms and provisions of this Resolution
and the Prior Resolution.

The Issuer shall keep and preserve all financial records
for a period of ten (10) years, and such material, upon request,
will be made available for public inspection.

Section 6.08. fiscal Year~ Hud~e~ While the 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 coxiunencing 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 such annual budget shall be made during such
Fiscal Year unless uti~nimously authorized and directed by the
Board. Copies of each annual budget shall be delivered to PaHA by
the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the
annual budget before the first 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 year next preceding by more than ten percent (1O~); and

provided further, that adoption of a budget of current expenses
shall not constitute compliance with the covenant to adopt an

annual budget unless the Issuer’s failure to stlbl,tit an annual

budget shall be for a reason beyond the control of the Issuer.
Each such budget of current expenses shall be delivered and mailed

inunediately as in the case of the annual budget.

Section 6.09. Services Rendere4 ~ ~g System The
Issuer will not render or cause to be rendered any free services
of any nature by its System; and, in the event the Issuer or any
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department, agency, inatrumentality, officer or employee of the

Issuer Bhall avail itself or themselves of the facilities or

services provided by the System or any part thereof
•

the same

rates, fees or charges applicable to other customers receiving
like services under similar circumstance. shall be charged the

Issuer and any such department, agency, instztm~entality, officer

or employee. Such charges shall be paid as they accrue, and the

Issuer shall transfer from its general. funds sufficient sums to

pay such charges for service to any of its departments or

properties. The revenues so received shall be deemed to be

revenues derived from the operation of the System, and shall be

deposited and accounted for in the same manner as other revenues

derived from such operation of the System.

Section 6.10. Enforcement ~ 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 laws of the State and the rules and regulations of the Public

Service Comsission. All such rates and charge., if not paid when

due, shall become a lien on the premises served by the System.

To the extent allowed by law and the PSC. whenever any

rates, rentals or charges for the services and facilities of the

System, shall remain unpaid for a period of thirty (30) days after

the same shall become due and payable, the property and the owner

thereof, as well a. the user of the services and facilities, shall

be delinquent and the owner, user and property shall be held

liable at law until such time as all, such rates and charges are

fully paid.

The Issuer further covenants and agrees that it will, to

the full, extent permitted by law and the rules and regulations
promulgated by the PSC, for any account not paid within sixty (60)

days. discontinue and shut of f the services and facilities of the

System and, in the event the Issuer owns a sewer facility (the

Sewerage System). the Sewerage System to all users of the System
delinquent in payment of charges for the services of the System
and will. not restore such services of either system until all

delinquent charges for the services of the System have been paid
in full and all accrued penalties plus a reconnection charge have

been paid and shall take all further actions to enforce

collections to the maximum extent permitted by law. The Issuer
further covenants to use its best efforts to enter into agreements
with any other entities providing sewerage service to its users,

providing for discontinuing and shutting of f the services and

facilities of the sewerage system to users of the System
delinquent in payment.
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Section~ 6J~.l. Insurance ~nU Bonds The Issuer hereby
covenants and agrees that, so long as the Bonds remain

Outstanding, it will, as an expense of operation and maintenance

of the System, procure, carry and maintain insurance with a

reputable insurance carrier or carriers covering the folloVing
risks and in the following amounts:

(A) Pire~ Liahtning. Vandalism Malicious Mischief and

Extended Coveraae Insurance to be procured prior to acceptance of

any part of the Project from the contractor, on all above-ground
insurable portions of the System, including machinery and

equipment housed therein, in an amount equal to the 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 Xssuer

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 I4ability Insurance with limits of not lees

than $500,000 for personal liability to protect the Issuer from

claims for bodily injury and/or death and not less than $200,000
from claims for damage to property of others which may arise from

the operation of the System. such insurance to be procured at the

conetencenient of construction of the Project.

(C) Vebicular~ PublicLiability Insurance in the event

the Issuer owns or operates any vehicle in the operation of the

System, or in the event that any vehicle not owned by the Issuer

is operated for the benefit of the Issuer, with limits of not lees

than $500,000 for personal liability to protect the Issuer from

claims for bodily injury and/or death and not less than $200,000
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 conunencenlerit of operation of any such vehicle.

CD) Workers’ Comoensation Coverage for AU. Eniplovjes of

the System 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 contractor dealing directly
with the Issuer, and such payment bonds will be filed with the
Clerks of The County Comaissions of Fayette, Nicholas and Clay
Counties prior to conmmzzcement of construction of the Project in

compliance with Chapter 38, Article 2, Section 39 of the Code of

West Virginia, 1931, as amended.

(B) Fidelity Bonds will be provided as to every officer
and employee of the Issuer having custody of the Revenue Fund or

of any other funds or valuable property of the System in an amount
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at least equal to the total funds in the custody of any such

person at any one time, and initially in the amount required by
PmEA and to be increased thereafter as necessary to cover the

maximum amount of funds under control of that position at any one

time.

(F) Flood Insurance will be obtained by the Issuer if

available.

(G) Provided, however, and in lieu of and

notwithstanding the foregoing provisions of this section, during
construction of the Project and so Long as FmBk holds any of the

Bonds
•

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 prime
contractor to carry insurance, of such types and in ouch amounts

as FmHA may specify, as long as such amounts are not less than any
amounts acquired by the Prior Resolution as long as the Prior

Bonds are outstanding, and with insurance carriers or bonding
companies acceptable to PmHA.

Section 6.12 zi~ Competing Franchise To the extent

allowable by law, the Issuer will not grant or cause, consent to

or allow the granting of any franchise or permit to any person,
firm, corporation or body, or agency or instrumentality for the

providing of any services which would compete with services

provided by the System.

Section 6.11. Consulting Engineer The Issuer will

retain recognized, qualified independent Consulting Engineers on

an annual basis to supervise generally the operation, maintenance

and renewal of the System and report annually to the Issuer in

writing their recomendations and couunenta as to the System. Such

annual report of the Consulting Engineers or a sununary thereof

shall be made available at reasonable times to FinEA and to any
Bondholder requesting the same.

Section 6.14. Contracts Not later than simultaneously
with the delivery of the Bonds, the Issuer shall have entered into

written contracts for the imeediate acquisition or construction of

the project.

Section 6. i3. Statutory Mortgage Lien For the further

protection of the Holders of Bonds, a statutory mortgage lien upon
the System is granted and created by the Act, which statutory
mortgage lien is hereby recognized and declared to be valid and

binding, and shall take effect imnediately upon delivery of the

Bonds and shall be for the equal benefit of all Boldera of each

respective series of Bonds; provided however, that the statutory
mortgage lien in favor of the Holders of the Bonda issued

hereunder shall be cxi a parity with the statutory mortgage lien in
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favor of the Holders of the Prior First Lien Bonds. The statutory
mortgage lien in favor of the Molders of the Prior Second Lien

Bonds shall be junior and subordinate to the statutory mortgage
lien in favor of the Holders of the Bonds and the Prior First Lien

Bonds.

Section 6.1~ ~ Order The Issuer shall comply with

the conditions of the PSC Order and any supplement or amendment

thereto.

Section 6.11. Funds andAccounts Under Prior Resolution

The Issuer hereby covenants that all payments into the respective
funds and accounts created under the Prior Resolution will have

been made in full as required by the Prior Resolution prior to the

date of delivery of the Bonds.

Section 6.~8. Covenant ~g Amend Regolutiori The Issuer

retains the right to make any aine~dments, insertions or deletions

by Supplemental Resolutions of this Resolution as the Issuer deems

desirable or necessary to preserve the exclusion from gross income

for federal income tax purposes of interest on the Prior First
Lien Bonds. The Board of the Issuer hereby retains the specific
authority to amend or supplement this Resolution to comply with

the Internal Revenue Code of 1986, a. amended, and any regulations
promulgated thereto. In determining to amend or supplement this

Resolution, the Board of the Issuer may rely on the opinion of a

nationally recognized bond counsel.

The Issuer retains the right to make any amendments.
insertions or deletions by Supplemental Resolution of this

Resolution as the Issuer deems necessary prior to the issuance of

the Bonds to meet the requirements of FmHA.
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ARTICLE VII

DEFAULTS A~ID REMEDIES

Section 7.01. Eventa ~ Default A. Each of the

following events shall constitute an ‘Event of Default with

respect to the Bonds.

(A) If default occurs in the due and punctual payment of

the principal of or interest on any Bonds;

(B) If default occurs in the Issuer’s observance of any
of the covenants, agreements or conditions on its part
relating to the Bonds set forth in this Resolution, any

Supplemental Resolution or the Bonds and such default shall

have continued for a period of 30 days after the Issuer shall

have been given written notice of such default by the

Government. the Depository Bank, the Bond Registrar, any

Paying Agent or a Registered Owner of a Bond; or

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

America.

Section 7.02. 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, uit or proceeding to enforce his rights and, in

particular, Ci) bring suit for any unpaid principal or interest

then due, (ii) by mandamus or other appropriate proceeding enforce

all, rights of such Registered Owners including the right to

require the Issuer to perform its duties under the Act and this
Resolution relating thereto, including but not limited to the

making and collection of sufficient rates or charges for services

rendered by the System. (iii) bring suit upon the Bonds, (iv) by
action at law or bill in equity require the Issuer to account as

if it were the trustee of an express trust for the Registered
Owners of the Bonds, and Cv) by action at law or bill in equity
en:join any acts in violation of the resolution with respect to the

Bonds, or the rights of such Registered Owners.

Section 7.03. Appointment Q~ Receiver Any Registered
Owner of a Bond may, by proper legal action, compel the

performance of the duties of the Issuer under this Resolution and
the Act, including, after coemencement of operation of the System,
the making and collection of sufficient rates and charges for
services rendered by the System and segregation of the revenues

therefrom and the application thereof. If there be any Event of

Default, with respect to the Bonds, the Registered Owner shall, in



addition to all other remedies or rights, have the right by
appropriate legal proceedings to obtain the appointment of a

receiver to administer the System or to complete the acquisition
and construction of the Project, or both, on behalf of the Issuer,
with power to charge , rentals, fees and other charges
sufficient to provide for the payment of Operating Expenses of the

System, the payment of the Bonds and any interest thereon and the

deposits into the funds and accounts herein provided and to apply
such rates, rentals, fees, charges or other revenues in conformity
with the provisions of this Resolution and the Act.

The receiver so appointed shall forthwith, directly or by
his agents and attorneys, enter into and upon and take possession
of all facilities of the System and shall hold, operate and

maintain, manage and control such facilities, and each and every

part thereof, and in the name of the Issuer exercise all the

rights and powers of the Issuer with respect to said facilities as

the Issuer itself might do.

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

Sinking or other funds and upon any other obligations and interest
thereon having a charge, lien or encumbrance upon the revenues of

the System shall have been paid and made good, and all defaults
under the provisions of this Resolution shall have been cured and

made good, possession of the System shall be surrendered to the

Issuer upon the entry of an order of the court to that effect.

Upon any subsequent Event of Default, any Registered Owner of

Bonds issued pursuant to this Resolution shall have the same right
to secure the further appointment of a receiver upon any such

Bubsequent default.

Such receiver, in the performance of the powers
hereinabove conferred upon him, shall be under the direction and

supervision of the court making such appointment •
shall at all

times be subject to the orders and decrees of such court and may
be removed thereby, and a successor receiver may be appointed in
the discretion of such court. Nothing herein contained shall
limit or restrict the jurisdiction of such court to enter such
other and further orders arid 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 npme of the Issuer and for the joint
protection and benefit of the Issuer and Registered Owners of

Bonds issued pursuant to this Resolution. Such receiver shall
have no power to sell, assign, mortgage or otherwise dispose of

any assets of any kind or character belonging or pertaining to the

System, but the authority of such receiver shall be limited to the

possession, operation and maint~~ance of the System, for the sole
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purpose of the protection of both the Issuer and Registered
Owners, and the curing and making good of any default under the

provisions of this Resolution, and the title to and ownership of

said System shall remain in the Issuer, and no court shall have

any jurisdiction to enter any order or decree permitting or

requiring such receiver to sell, mortgage, or otherwise dispose of

any assets of the System.

Section 7.04. Remediefl Q~ Parity with Prior !i~t~ Lien

Bonds The exercise of any remedy set forth in Sections 7.02 and

7.03 above shall recognize and protect the parity rights of the

owners of the Prior First Lien Bonds.
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ARTICLE VIII

INVESI~TS; NON-ARBITRAGE

Section t.Ol. Investments Any moneys held as a part of

the funds and accounts created by this Resolution, other than the

Revenue Fund, shall be invested and reinvested by the Conmiiesion

or the Depository Bank, 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 Resolution.
the need for such moneys for the purposes set forth herein and the

specific restrictions and provisions set forth in this Section.

Except as specifically provided herein, any investment

shall be held in and at all times deemed a part of the fund or

account in which such moneys were originally held, including but

not limited to those in the Construction Trust Fund, and used for

the purpose of such fund or account. The interest accruing
thereon and any profit or lose realized from such investment shall

be credited or charged to the appropriate fund or account •
The

investments held for any fund or account shall be valued at the

lower of cost or then current market value, or at the redemption
price thereof if then redeemable at the option of the Owner,

including the value of accrued interest and giving effect to the

amortization of discount and investments in the coneolidated

fund of the West Virginia Board of Investments shall be valued at

par. The Conmdesion or the Depository Bank, 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 lose on such liquidation. Such

Depository Bank may make any and all investments permitted by this

Section through its own bond department and shall not be

responsible for any losses from such investments, other than for

its own negligence or willful misconduct.

The following specific provisions shall, apply ‘with

respect to any investments made under the section:

A. Qualified InveeP~’entg acquired from the Reserve

Account shall have maturities or be subject to redemption at the

option of the Holder within five (5) years from the date of

acquisition.

B. Qualified Investments acquired for the Depreciation
Fund shall have maturities or be subject to redemption at the

option of the Holder within ten (10) years from the date of

acquisition.
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C. Qualified Inveetments may be purchased for the

1~eserve Account either in the open market or from the Construction

Trust Pund. If so purchased from the Construction Trust Fund,
such Qualified Investments shall be purchased at a price equal to

their original purchase price plus accrued interest.
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ARTICLE IX

MISC~LLANROUS

Section 9.02.. Modification ~ Amendment Except as

provided in Section 6.18, no material modification or amendment of

this Resolution, or of any resolution amendatory or supplemental
hereto that would materially and adversely affect the respective
rights of Ownersof the Bonds shall be made without the consent in

writing of the Owners of 66-2/3 percent or more in principal
amount of the Bonds so affected and then Outstanding; provided.
that no change shall be made in the maturity of any Bond or Bonds

or the rate of interest thereon, or in the principal amount

thereof, or affecting the unconditional promise of the Issuer to

pay such principal and interest out of the Net Revenues of the

System without the consent of the respective Owner thereof. No

amendment or modification shall be made that would reduce the

percentage of the principal amount of Bonds respectively, required
for consent to the above-permitted amendments or modifications.

Section 9.02. Severability ~ Invalid Provisions If

any section, paragraph, clause or provision of this Resolution

shall be held invalid, such invalidity shall not affect any of the

remaining provisions of this Resolution, any Supplemental
Resolution or the Bonds.

Section 9.03. Table g~ Contents and Readinas 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 9.04. Repeal ~ Conflicting Resolutiona All

resolutions and orders, or parts thereof, in conflict with this

Resolution are, to the extent of such conflict, repealed;
provided, that no provision of FuzHA Form 1942-47 or the Prior

Resolution shall be repealed hereby.

Section 9.05. Covenant QL fl~ Procedure The Issuer

covenants that all acts, conditions, things and procedures
required to exist, to happen, to be performed or to be taken

precedent to and in the adoption of this Resolution do exist, have

happened, have been performed and have been taken in regular and

due time, form and wanner as required by and in full compliance
with the laws and Constitution of the State of west Virginia
applicable thereto; and that the Chairman, Secretary and members

of the Governing Body were at all times when any actions in

connection with this Resolution occurred, and are, duly in office

and duly qualified for such office.
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Section 9.06. Satisfaction and Discharge If the Issuer

shall pay or cause to be paid, or there shall otherwise be paid,
to the Holders of all Bonds, the principal of and interest due or

to become due thereon, at the times and in the manner stipulated
therein and in this Resolution, then the respective pledges of Net

Revenues, and other moneys and securities pledged under this

Resolution, and all covenants, agreements and other obligations of

the Issuer to the Bondholders shall thereupon cease, terminate and

become void and be discharged and satisfied. Any payment must

comply with the terms of the Letter of Conditions and any FmHA

regulations.

Section 9.07. Effective Date This Resolution shall

take effect inm~ediately upon its adoption.

Adopted thie 17th day of March. 1993.

GAULEY RIVER PUBLIC SERVICE DISTRICT

~ ~j ~,

(SEAL) chairman, Public Se~i’~~oard

,—:~A
.--
~

.

Mthiber, Public Service Board

~cAL~~
Member, Public service Board
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the

Public Service Board of Gauley River Public Service District on

the 17th day of March, 1993.

tSEM~]
_____________________________

Se retary, Public Service Board
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EXHIBIT A

PROJECT DESCRIPTION

The proposed facilities will consist of approximately
77,000 lineal feet of water main and service line1 350 water

meters for residential service, five water storage tanks and four

water booster stations. The Gauley River Public Service District
will also continue to purchase water from the Kanawha Falls Public

Service District. The Kanawba Falls Public Service District water

system will require upgrade of storage facilities and pump
stations integral to serving Gauley River Public Service District.
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SUPPLENENTAL RESOLUTION
S

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATE,
INTEREST RATE, AND SALE PRICE OF THE GAULEY

RIVER PUBLIC SERVICE DISTRICT WATER REVENUE

BONDS, SERIES 1993; DESIGNATING A REGISTRAR

AND DEPOSITORY BANX; SE’rrING FORTH

REGISTRATION INFORMATION; AND MAKING OTHER

PROVISIONS AS TO THE BONDS.

WHEREAS, the Public Service Board (the ‘Board) of the

Gauley River Public Service District (the ‘Dietrict) has duly and

officially enacted a Bond Resolution, effective March 17, 1993 (the

‘Resolution), entitled:

Resolution authorizing the acquisition and

construction of certain extensions, additions,
betterments and iinprovenenta to the existing
waterworks facility of the Gauley River Public

Service District and the financing of the

coat, not otherwise provided, thereof, through
the issuance by the District of $1,600,000 in

aggregate principal amount of water revenue

bonds and the sale thereof to the United

States Department of Agriculture, Farmers Hams

Administration; providing for the rights and

remedies of and security for the registered
owners of ouch bonds; providing for the terms

and provisions of such bonds and adopting
other provisions relating thereto.

WHEREAS, the Resolution provides for the issuance of

Water Revenue Bonds (the ‘Bonds5) of the Gauley River Public

Service District in an aggregate principal amount not to exceed

$1,600,000 and the sale thereof to the United States Department of

•
Agriculture, Farmers Home Administration (the ‘Farmers Home

Administration), all in accordance with Chapter 16, Article 13A,

of the Code of West Virginia, 1931, as amended (the ‘Act’) •
and the

•
Resolution, and it is provided that the interest rates and sale

price of the Bonds should be established by a supplemental

I



resolution and that other matters relating to the Bonds be herein
d

provided for;

WHEREAS, Farmers Home Administration proposes to purchase

the Bonds;

WHEREAS. the Board of the District deems it essential and

desirable that this resolution (the Supplemental Resolution), be

adopted and that the price of and the interest rate on the Bonds be

fixed hereby in the ~‘iner stated herein; and that other matters

relating to the Bonds be herein provided for;

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE

BOARD OP THE GAULEY RIVER PUBLIC SERVICE DISTRICT:

Section 1 Pursuant to the Resolution and the Act, this

Supplemental Resolution is adopted and there is hereby authorized

and ordered to be issued the Gaulay River Public Service District

Water Revenue Bonds, Series 1993 in the aggregate principal amount

of $1,600,000, and the sale thereof to the United States Department

of Agriculture, Farmers Home Administration. The Bonds shall be in

the form of one Bond, shall be dated March 17, 3993, shall mature

forty years from the date thereof, shall be numbered R-1 and the

principal amount advanced under the Bonds shall bear interest at

the rate of five per centuin (5.0%) per annum. Monthly installments

of interest only on the amounts advanced under the Bonds are

payable monthly, ccxmnencing the first day of the month following

the month of delivery of the Bonds, for the first 24 months after

delivery of the Bonds and thereafter, monthly installments of

principal and interest on the Bonds, in the aggregate amount of
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$7,856.00, are payable on the first day of each month, except that

the final installment on the Bonds shall be made 40 years from the

date of the Bonds in the sum of the unpaid principal and interest

remaining unpaid on the date thereof. The Bonds are subject to

prepayment as set forth in the Resolution.

Section 2. All other provisions relating to the Bonda

shall be as provided in the Resolution and the Bonds shall be in

substantially the form provided in the Resolution with such

changes, insertions and omissions as may be approved by the Board

of the District. The execution of the Bonds by the Chaix~n shall

be conclusive evidence of such approval.

Section 3 The District hereby approves and accepts the

offer of the FarmerS Home Mininistration to purchase the Bonds.

The execution and delivery by the Chairman and Secretary of the

Bonds, and the performance of the obligations contained therein, on

behalf of the District are hereby authorized, approved and

directed. The price of the Bonds shall be one million six hundred

thousand dollars ($1,600,000) (100% of par value). At least Eighty

Thousand Dollars ($80,000) will be advanced on the date of Closing

and the remaining purchase price will be advanced to the District

as needed to pay the Costa of Project A.

Section 4 All principal and interest payments on the

Bonds will, be paid to the order of the United States Department of

Agriculture at its National Finance Office, 1520 Market Street, St.

Louis, Missouri 63103.
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Section 5 The Bonds shall be issued as a fully

registered Bond, both as to principal and interest, and shall be

registered to the United States Department of Agriculture, Farmers

Home Administration, p. o. Box 678, Morgantown, West Virginia

26505.

~ection 6 The District hereby appoints and designates

Merchants National Bank, Montgomery, West Virginia, as the

Depository Bank, as provided in the Resolution.

Section 7 The District hereby appoints and designates

Merchants National Bank, Montgomery, West Virginia, as Registrar

for the Bonds as provided in the Resolution.

Section 8 The Chairman and the Secretary are hereby

authorized and directed to execute and deliver such other documents.

and certificate. required or desirable in connection with the

Resolution and the Farmer. Rome Adminietration fin~cing.

Section 9 The financing of the Project by the Bonds is

in the public interest, serves a public purpose of the District and

will promote the health, welfare and safety of the residents of the•

District.

Section 2.0 This Supplemental Resolution shall be

effective imnediately upon adoption.

Dated: March 17, 1993

/~AAiJg(.
chairman

CSEAL. I

~
Secretary

~BflO22F4

p
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CERTIFICATE OP TRUTH ~ND ACCURACY
4

I. the undersigned, as Secretary of the Gauley River

Public Service District, do hereby certify that the foregoing
document is a true and accurate copy of an official record of the

Public Service Board of Gauley River Public Service District, such

records being in the custody of the undersigned and that the action

taken by the Public Service Board in the foregoing document remains

in full force and effect and has not been amended or repealed.

Dated this 17th day of March. 1993.

p GAULEY RIVER PUBLIC SERVICE DISTRICT

~
Secretary
Public Service Board

I

(SEALI

~BBO223 7
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GAULEY RIVER PUBLIC SERVICE DISTRICT

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN EXTENSIONS, ADDm0Ns,
BETTERMENTS AND IMPROVEMENTS TO THE EXISTING
WATERWORICS FACILITY OF THE GAULEY RIVER PUBLIC
SERVICE DISTRICTAND THE FINANCING OF THE COST. NOT
OTHERWISE PROVIDED, THEREOF, THROUGH THE ISSUANCE
BY THE DISTRICT OF $471,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS AND THE SALE
THEREOF TO THE UNITED STATES DEPARTMENT OF

AGRICULTURE, RURAL UTILITIES SERVICE; PROVIDING FOR
THE RIGHTS AND REMEDiES OF AND SECURITY FOR THE

p REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING A
LINE OF CREDIT NOT TO EXCEED 5300,000; PROVIDING FOR
THE TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF THE GAULEY
RiVER PUBLIC SERVICE DISTRICT:

ARTICLE I

p

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Segticm lot D~fini1ions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

“Act” means Chapter 16, Article 13A of the Code ofWest Virginia, 1931, as

amended and in effect on the date of adoption of this Resolution.

“Additional Bonds” means additional bonds secured by the Net Revenues of

the System issued under the provisions and within the limitations prescsibed by Section 7.06.

“AML Granf’ means the grant from the Abandoned Mine Lands Grant in the

amount of 5689,500.

“ARC Grant” means the grant from the Appalachian Regional Commission in

the amount of $274,000.



“Authorized Officer” means the Chairman ofthe Governing Body ofthe Issuer
or any other person duly appointed as such by the Governing Body.

“Board” means the public service board of the Issuer and shall include the

membership ofthe Board as may hereafter be duly constituted as the legal successors to the

present membership or any other authority vested with and authorized to exercise the powers
ofthe Issuer.

“Bondholders,” “Holder of the Bonds,” “Holder,” “Registered Owner,”
“Owner” or any similar term, whenever used herein with respect to an Outstanding Bond or

Bonds, means the person in whose name such Bond is registered.

‘BondRegi ar” meansthebankorothercnthytobc designatedas such in the

Supplemental Resolution and its successors and assigns.

“Bonds” means, collectively, the $414,000 in aggregate principal amount of
Water Revenue Bonds, Series 1997 A and $57,000 in aggregate principal amount of Water

P Revenue Bonds, Series 1997 B and any Additional Bonds hereafter issued within the terms,
restrictions and conditions contained in this Resolution.

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

“Closing Date” means the date upon which there is an exchange of the Bonds
for ail or a significant portion of the proceeds representing the purchase of the Bonds by
RUS, as hereinafter defined.

“Commission” means the West Virginia Municipal Bond Commission or any

other agency of the State that succeeds to the functions of the Commission.

“Consulting Engineers” means Pentree, Inc., Princeton, West Virginia, or any

engineer or fum ofengineers ofreputation for skill and experience with respect to the design
and construction of waterworks systems or facilities that shall at any tune hereafter be

retained by the Issuer as Consulting Engineers for the System.

“Construction Trust Fund” means the Construction Thist Fund established by
Section 6.02.

“Costs” or “Costs of the Project” means those costs described in Section 1.031

p hereof to be a part of the cost of construction and acquisition of the Project.

“Debt Service” means the scheduled amount of interest and amortization of

principal payable on the Bonds during the period of computation, excluding amounts

scheduled during such period which relate to principal which has been retired before the

beginning of such period.
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“Deposuoty Bank” means a bank or national banking association located in the
P State, e!i~ble under the laws of the State to receive deposits of state and municipal funds and

insured by the FDJC, which Depositoty Bank shall be named in the Supplemental
Resolution.

“Depreciation Account” means the Depreciation Account established or

p.
continued by Section 5.01(5).

“Event of Default” means any event or occuzrcnce specified in Section 8.01.

“FDIC” means the Federal Deposit Insurance Coi~poration and any successor

to the functions thereof.

“Fiscal Year” means each 12-month period beginning on July 1 and ending on

the succ:eding June 30.

“Governing Body” or “Board” means the public service board ofthe Issuer, as

is now or may hereafter be constituted.

“Govenunent Grant” means the grant from the Goveninicnt in the wnowit of

S736,000.

“Government Obligations” means direct obligations oft. or obligations the

timely payment of the principal of and interest on which is guaranteed by, the United States
of America, including (1) such obligations which have been snipped from their unmatured

interest coupons, interest coupons snipped from such obligations and receipts or certificates

evidencing payments from such obligations, (ii)evidences of ownership of$ proportionate
interest in specified direct obligations of, or specified obligations which are unconditionally
and fully guaranteed by, the United States of Mnenca, which obligations are held by a bank

or oust company organized and existing under the laws of the United States ofAmerica or

any state thereof in the capacity of custodian and (iii) obligations, the sole source of the

payment of the principal of and interest on which are obligations of the nature of those

described in clause (i), which are irrevocably pledged for such purposes.

“Grants” means collectively the AML Grant, the ARC Grant and the

Government Grant.

“Gross Revenues” means the aggregate gross operating and non.operating
revenues of the System, as hereafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and

reasonable provision for uncollectibie 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 purchased pursuant to Section 9.01) or any
Tap Fees.
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“independent Certified Public Accountants” means any certified public
accownant or finn of certified public accountants that shall at any tune bercañer be retained

by the Issuer to prepare an independent annual or special audit of the accounts ofthe System
or for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.

“Issuer” or “Distiict” means the Gatiley River Public Service District, a public
P corporation and political subdivision of the State.

‘Letter of Conditions” means the Iener of conditions dated March 9, 1995, as

amended Febniary 8,1996, and any additional supplements or amendments thereto.

“Line of Credit” means the irrevocable line of credit in an amount not to

exceed $300,000 authorized by Section 4.01 hereof, the tenna and amount ofwhich may be

approved by a resolution supplemental hereto.

“Line ofCredit Agreement” means the agreemeng ifany, establishing the Line

of Credit, said agreement to be approved by a resolution supplemental hereto.

MOU’ means the Memorandum of Understanding dated May 20, 1997,
between the Issuer and the West Virginia Division of Environmental Protection, set forth as

Exhibit 8 hereto, related to the AML Grant and certain other terms of the financing. The

MOU is hereby incorporated herein and made a part hereof.

p

“Net Revenues” means Gross Revenues less Operating Expenses.

“Noteholder,” “Registered Owner ofthe Notes” or “Owner of the Notes” or

any similar temi means the person, whenever used herein with respect to an outstanding Note
or Notes~ as hereinafter defined, in whose name such Note is registered.

“Notes” or “Credit Line Note” means the not more than S300000 in aggregate
principal amount of interim construction financing, consisting ofgrant anticipation notes or

a Line of Credit evidenced by notes, or any combination of the foregoing as authorized by
Article IV hereof and, unless the context clearly indicates otherwise, the term “Notes”

includes any refunding grant anticipation notes of the Issuer.

~Noies Registrar” means the Registrar for the Notes which shall be designated
by a resolution supplemental hereto.

P “Operating Expenses” means the reasonable, proper and neccssaiy costs of

repair, maintenance and operation ofthe System and includes, without limiting the generality
of the foregoing, administrative, engineering, legal, auditing and insurance expenses, fiscal

agents, depository banks, registrars, paying agents and trustees other than those capitalized
as part of the Costs, payments to pension or retirement funds, taxes and such other
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reasonable operanng 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, of any, or interest

on the Bonds, charges for depreciation, losses from the sale or other disposition of, or from

and decrease in the value of, capital assets, amortization of debt discount or such
miscellaneous deductions as are applicable to prior accounting periods.

“Outstanding,~ when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered except
(i) any Bond cancelled by the Bond Rcgisvar at or prior to said date; (ii) any Bond for the

payment of which moneys, equal to its principal amount and redemption premium, if

applicable, with interest to the date ofinatutity or redemption shall be in mist hereunder and
) set aside for such payment (whether upon or prior to maturity); (iii) any Bond deemed to

hawbe npaid asprovided in Section9.O6hereof; and (iv)forpurposes of consents or other

action by a specified percentage ofBondholders, any Bonds registered to the Issuer.

“Paying Agent” means the bank or banks or other entity designated as such for
the Bonds in the Supplemental Resolution or such entity or authority as may be designated
by the Issuer.

“Prior Bonds” means, collectively, the Prior First Lien Bonds, the Prior Second
Lien B3nds and the Prior 3993 Bonds.

“Prior 1993 Bonds” means the Issuer’s Water Revenue Bonds, Series 1993,
issued in the original principal amount of $1,600,000 and purchased by the United States

Department ofAgriculture, Farmers Home Administration on March 17, 1993.

i’rior First Len Bonds” means the Issuet’s Waterworks Revenue Bond, Series

1986, issued in the original principal amount of $123,230 and purchased by the West

Virginia Water Development Authority on May 9, 1986.

“Prior Resolutions” means, collectively, the resolutions adopted by the Public
Service Board of the District on April 30, 1986, and March 17, 1993, authorizing the

issuance of the Prior Bonds.

“Prior Second Lien Bond? means the Issuer’s Supplemental Subordinate
Waterworks Revenue Bond, Series 1986, issued in the original principal amount of $61,350
and purchased by the West Virginia Water Development Authority on May 9, 1986.

“Project” means the Project as described in Exhibit A attached hereto.

“PSC” means the Public Service Commission of West Virginia and any
successor to the functions thereof.
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“PSC OrderTM means the reconunended decision of the PSC in Case No. 95-

0230-PWD.CN, which was entered by the Administrative Law Judge of the PSC on

November 25, 1996, and became the final order on December 15, 1996, granting the Issuer

a Certificate of Convenience and Necessity to consthict the Project~ approving the financing
thereof.

‘Qualified investment? means and includes any ofthe following:

(a) Govenunent Obligations;

(b) Governznein Obligations which have been shipped of their

unmatured interest coupons, interest coupons snipped from Government

Obligations, and receipts or certificates evidencing payments from

Government Obligations or interest coupons stnpped front Government

Obligations;

(c) Bonds, debentures, notes or other evidences of indebtedness
issued by any of the following agencies: Banks for Cooperatives; Federal

Intennediate 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 Wa~hington
Metropolitan Area Transit Authority;

(d) Any bond, debenture, note, participation certificate or other

similar obligations issued by the Federal National Mortgage Association to the

extent such obligation is guaranteed by the Government National Mortgage
Association or issued by any other federal agency and backed by the full faith

and credit of the United States of America;

(e) Time accounts (including accounts evidenced by tune certificates

of deposit, tune deposits or other similar banking alTangements) which, to the

extent not insured by the FDIC or Federal Savings and Loan Insurance

Corporation, shall be secured by a pledge of Government Obligations,
provided, that said Government Obligations pledged either must mature as

nearly as practicable coincident with the maturity of any said time account or

must be replaced or increased so that the market value thereof is always at

least equal to the principal amount of said time account;

(f) Money market funds or similar funds whose only assets are

investments of the type described in paragraphs (a) through (e) above;

(g) Repurchase agreements, fully secured by investments of the

types described in paragraphs (a) through (e) above, with banks or national

banking associations which are members of FDIC or with government bond



dealers recognized as primasy dealers by the Federal Reserve Bank ofNew

York, provided that said investments securing any said repurchase agreement
either must mature as nearly as practicable coincident with the maturity of said

repurchase agreement or must be replaced or increased so that the market
value thereof is always at least equal to the principal amount of said

repurchase agreement, and provided finiher 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 chnns by third parties;

(h) The West Virginia “consolidated fund” managed by the West

Virginia State Board of Investments pursuant to Chapter 12, Article 6 of the
• Code of West Virginia Code, 19311 as amended;

(I) Obligations of states or political subdivisions or agencies thereof~ the

interest on which is exempt from federal income taxation, and which are rated

at least “A” by Moody’s Investors Service, Inc. or Standard & Poor’s

Corporation; and

(j) Advanced - Refunded Municipal Bonds.

“Reserve Accounts0 means, collectively, the Series 1997A Bonds Reserve

Account and Series 1997B Bonds Reserve Account established by Section 5.01(AX4).

Reserve Requirements” means an amount equal to the maximum amount of

principal and interest which will mature and become due on the Series 1997A Bonds and the

Series 39978 Bonds in any succeeding Fiscal Year.

“Resolution” means this resolution, as from time to time amended or

supplemented.

“Revenue Fund” means the Revenue Fund established or continued by Section

5.01(A).

“RUS’ or~Govcmment” means the United States Deparnnern ofAgriculture,
Rural Utilities Service, which is expected to be the original purchaser of the Bonds.

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

“Series 1997A Bonds” means the 5414,000 in aggregate principal amount of

Water Revenue Bonds, Series 1997A.

“Series 1997A Bonds Reserve Account” means the Reserve Account

established by Section 5.0l(AX4) for the Series 1997A Bonds.
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“Series 3997A Bonds Reserve Requirement” means au amount equal to the

maximum amount of principal and interest which will mature and become due on the Senes

1997A Bonds in any succeeding Fiscal Year.

“Series 199Th Bonds” means the S57,000 in aggregate principal amount of

Water Revenue Bonds, Series 19973.

“Series 19973 Bonds Reserve Account” means the Reserve Account

established by Section 5.O1(AX4) for the Series 1997B Bonds.

“Series 19978 Bonds Reserve Requirement” means an amount equal to the

maximum amount ofpnncipai and interest which will mature and become due on the Series

19978 Bonds in any succeeding Fiscal Year.

“Sinking Fund? means, collectively, the Sinking Funds established by Section

5.OJ(AX2) for the Series 1997A Bonds and the Series 1997B Bonds.

‘State” means the State ofWest Virginia.

“Supplemental Resolution” means any resolution of the issuer supplementing
or amending this Resolution and, when preceded by the article “the,” refers specifically to

the supplemental resolution authorizing the sale of the Bonds; provided, that any matter

intended by this Resolution to be included in the Supplemental Resolution with respect to

the Bonds and not so included may be included in another Supplemental Resolution.

“System” means the public service properties to be used foror in connection

with the diversion, development, pumping, impounding, ~ea~nent, storage, distribution or

furnishing of water to or for indusmal, public, private or other uses, oi~ed by the Issuer, and

any improvements or extensions thereto hereafter consmucted or acquired from any sources

whatsoever, and includes the Project.

“Tap Fees” means the fees paid by prospective customers of the System in

order to connect thereto.

“West Virginia Water Development Authority” ci “WDA” means the registered
owner of the Pnor First Lien BOnds and the Prior Second Lien Bonds.

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

Accounting terms not specifically defined herein shall be given meaning in accordance With

generally accepted accounting principles.

Words importing singular number shall include the plural number in each case

and vice versa; words importing perSOnS shall include finns and corporations; and words

importing the masculine, feminine or neutral gender shall include any other gender.

-8-
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The tenns “herein,” “hereunder,” “hereby,” “hereto,” “hereof” and any similar
terms refer to this Resolution; and the term “hereafter” means after the date of adoption of

this Resolution.

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

Section 1 02. Authority fQL this Resolution This Resolution is adopted
pursuant to the provisions of the Act and other applicable provisions of law.

Section 1.03. Findi~tgs It is hereby found, determined and declared as

follows:

A. The Issuer now owns and operates a public waterworks distribution

system, furnishing water service to residences, premises and businesses residing or located
within and without the area of the Issuer.

B. The acquisition and construction of the System was financed in part
with the proceeds from the Prior Bonds, authorized pursuant to the Prior Resolutions.

C. The Prior Bonds of the Issuer are currently outstanding in the

approximate aggregate principal amount of SI ,697,380.

D. The issuer derives revenues from the System, and, except for the

pledges thereof to secure and pay the Prior Bonds, said revenues are not pledged or

encumbered in any manner.

E. It is deemed necessary and desirable for the health, welfare and safety
of the inhabitants of the Disrnct that there be constructed certain extensions, additions,
betterments and improvements to the System, to extend service to customers in the Beech

Glen, .lody and Swiss areas, in accordance with the plans and specifications prepared by the

Consuhing Engineers, which Project is described in Exhibit A.

F. The estimated maximum cost of the construction of the Project is

$2, 170.000. The Project will be financed with the proceeds of the sale of the Bonds

anticipated to be in the amount of$471,000, from the Government Grant in the approximate
amount of $736,000 and wüli the proceeds ofthe ARC Grant in the amount of $274,000 and

with the proceeds ofthe AML Giant in the amount oIS689,500. The Issuer has entered into

the MOU which provides for the administration of the AML Grant and the transfer of the

AML Grant portion of the Project to the issuer upon completion of the Project.

U. The estimated Gross Revenues to be derived in each year after

completion of the Project from the operation of the System will be sufficient to pay all the

costs of the operation and maintenance of the System, the principal of and interest, if any,
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on the Prior Bonds, the principal of and interest on the Bonds authorized to be issued

• pursuant to this Resolution and all sinking funds, reserve and other payments provided for.
in the Prior Resolutions and in this Resolution.

H. Prior to the issuance of the Bonds, the Issuer will obtain the consent of
the WDA to the issuance of the Bonds with a lien on a parity with the lien of the Prior First
Lien Bonds and the Consent of the Government to the issuance ofthe Bonds with a lien on
a parity with the lien of the Prior 1993 Bonds. Upon the issuance of the Bonds, the Issuer•
will grant the Government a first lien on the Net Revenues of the System, which lien will be:
on a panty with the lien ofthe Prior First Lien Bonds and the Prior 1993 Bonds, and senior
to the Prior Second Lien Bonds.

P 1. It is deemed necessary for the Issuer to issue its Bonds, in part to

permanently finance the costs ofscqwsition and construction ofthe Project Said costs shall
be deemed to include the cost of all property rights, easements, and franchises deemed

necessary therefor the cost of the consmicnon ofsaid extensions, additions, betterments and

improvements to the System and any other expenses necessary, incidental, desirable or

p appurtenant to the acquisition and construction of the Project and such replacements as are

necessary therefor, the cost of interim financing for such Project; interest on the Bonds, prior
to, during and for six months after the estimated date of completion of construction of the

Project, if any; engineering and legal expenses; expanses for estimates ofcosts and revenues;

expenses for plans, specifications and surveys; expenses for the service ofregistrars, paying
agents, depositories or other agents in connection with the issuance of the Bonds, and such

other expenses as may be necessary or desirable to said acquisition and construction of the

project and placing the same in operation and the financing authorized by this Resolution.

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

K. The Issuer has entered into a Water Purchase Agreement with Kanawha
Falls Public Service District.

L. The Letter ofConditions requires the Issuer to obtain interim financing
pending receipt ofBond proceeds. It is in the best interest of the Issuer that notes be issued

to evidence such interim financing in an amount not to exceed $300,000.

M. It is in the best interests of the Issuer that its Bonds be sold to the
(lovernrnent pursuant to the terms and provisions of the Letter of Conditions.

N. The Issuer has complied with all requirements of West Virginia law

relating to authorization of the construction, acquisition and operation of the Project and
issuance of the Bonds, or will have so complied prior to issuance of any thereof including,
among other things, the obtaining of the PSC Order, the time for rehearing and appeal of
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which have expired and written approval or a waiver from the West Virginia Infrastructure
and Jobs Development Council.

Section 1.04. Resolution Constitutes Contract In consideration of the

acceptance ofthe Bonds by those who shall be the Registered Owners of the wne from time

to time, this Resolution shall be deemed to be and shall constitute a contract between the

Issuer and such Bondholders, and the covenants and agreements herein set forth to be

performed by the Issuer shall be for the equal benefit, protection and security of the

Registered Owners ofany and all of such Bonds, all which shall be of equal rank and without

preference, piionty or distinction between any one Bond and any other Bonds by reason of

priority of issuance or otherwise, except as expressly provided therein and herein The

Bonds share a first lien parity position with respect to sources of and security for payment
with the Prior First Lien Bonds and the Prior 1993 Bonds and a senior position to the Prior

Second Lien Bonds.

I

I

)
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ARTICI~ II

I

AUTHORIZATION OF EXTENSIONS, ADDITIONS,
BETFERMENTS AND IMPROVEMENTS TO THE SYSTEM

Section 201. Authorization ~f Extensions. AdditionL
______

Improvements There is hereby authorized the construction and acquisition of certain

extensions, additions, bettennents and improvements to the System in accordance with the

plans and specifIcations which have been prepared by the Consulting Engineers; provided,
that such plans and specifications, and the construction and acquisition of certain extensions,
additions, benerments and improvements to the System in accordance therewith, are subject
to the specific authorization by the Board pursuant to a Supplemental Resolution.

The Issuer has received bids or entered into contracts for the acquisition and
construction of the Project.

I
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ARTICLP m

AUTHORiZATION, TERMS, EXECUTION,
REGISTRATION AND SALE OF BONDS

Section 301. AuthorL~ation QfBonds Subject and pursuant to the provisions
hereof, the Bonds of the Issuer, to be known as “Gauley River Public Service District Water
Revenue Bond? (the “Bonds”) are hereby authorized to be issued in the aggegate principal
amount of $471,000 for the piupose ofpennanently financing the Costs of the Project

Section 102. Description gfBonds (a) The Series 1997 A Bonds shall be
issued as fully registered Bonds with a record ofadvances and payments attached, numbered
AR-I upward, and shall be dated the date of delivay thereof. The Bonds shall bear interest
from the date of deivety on the amount outstanding as evidenced on the record of advances
and payments, payable monthly, commencing on the 26th day ofthe month following the
month of delivery of the Bond and on the 26th day of each month thereafter for the first 24
months after the date thereof and thereafter on the 26th day of each month in installments
ofprincipal and interest in the aggegate amount of $1,901 except that the final installment

shall be paid at the end of 40 years from the date ofthe Bond, at a rate, not exceeding four
and one-half percent (4.50%) per annum, as shall be determined by the Supplemental
Resolution and shall be sold for the par value thereof.

(b) The Seiies 1997 B Bonds shall be issued as fully registered
Bonds ~ith a record ofadvances and payments attached, numbered BR-I upward, and shall

be dated the date of delivejy thereof. The Bonds shall bear interest from the date of delivery
on the amount outstanding as evidenced on the record of advances and payments, payable
monthly, commencing on the 26th day of the month following the month of delivery of the

P Bond and on the 26th day of each month thereafter for the first 24 months after the date
thereof and thereafter on the 26th day ofeach month in instalbnents ofprincipal and interest

in the aggegate amount of $262 except that the final installment Shall be paid at the end of

40 years from the date of the Bond, at a rate, not exceeding four and one-half percent
(4.50%) per annum, as shall be detennined by the Supplemental Resolution and shall be sold

p for the par value thereof.

The Bonds shall be subject to prepayment ofscheduled monthly installments,
or any portion thereof, at the option of the Issuer, shall be payable as provided in the Bond
form hereinafter set forth, and shall have such other terms not inconsistent with this

Resolution,.as shall be set forth in the Supplemental Resolution and such Bond form.

The senes desi~ation shall be as set forth in the Supplemental Resolution.

Section 3.03. Execution DlBonds The Bonds Shall be executed in the name
of the Issuer by the manual or facsimile signanire of the Chairman, and the seal of the Issuer
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shall be impressed thereon and attested by the manuai or facsimile signature ofthe Secretaty.
In case any one or more of the officers who shall have signed or sealed any of the Bonds
shall cease to be such officer of the Issuer before the Bonds so signed and sealed have been

actually sold and delivered, such Bonds may nevertheless be sold and delivered as herein

provided and may be issued as ifthe person who signed or scaled such Bonds had not ceased
to hold such office. Any Bonds may be signed and sealed on behalfofthe Issuer by such

person as at the actual time ofthe 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 authonzed.

Section 104. Authentication ~zi~ Registratrnn No Bond shall be valid or

obligatoty for any purpose or entitled to any security or benefit under this Resolution unless

and until the Certificate of Authentication and Registration on such Bond, substantially in
the form set forth in Section 3.09, shall have been manually executed by the Bond Registrar.
Any such executed Certificate ofAuthentication and Registration upon any such Bond shall

be conclusive evidence that such Bond has been authenticated, registered and delivered wider

this Resolution. The Certificate ofAuthentication and Registration on any Bond shall be

deemed to have been executed by the Bond Registrar if manually signed by an authorized

officer of the Bond Registrar, but it shall not be necessaly that the same officer sign the

Certificate of Authentication and Registration on iii ofthe Bonds issued hereunder.

Section 305. Negotiability, Transfer and Registration Subject to the

provisions for transfer ofregistration set forth below, the Bonds shall be and have all of the

qualmes and incidents ofnegotiable insmnnents under the Unifonn Commercial Code of the

State, and each successive Holder, in accepting any of said Bonds, shall be conclusively
deemed to have agreed that such Bonds shall be and have all ofthe qualities and incidents

of negotiable instruments under the Uniform Commercial Code of the State, and each

successive Holder shall further be conclusively deemed to have agreed that said Bonds shall
be incontestable in the hands of a bona fld~ holder for value.

So long as any ofthe Bonds remain outstanding, the Issuer, through the Bond

Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

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

Registrar duly executed by the Registered Owner or his duly authorized attorney.

In all cases in which the privilege of exchanging or iransfemng the Bonds are
• exercised, Bonds shall be delivered in accordance with the provisions of this Resolution. All

Bonds surrendered in any such exchanges or transfers shall forthwith be cancelled by the

Bond Registrar. For evezy such exchange or transfer of Bonds, the Bond Registrar may
make a charge sufficient to reimburse it for any tax, fee or other govenunental charge
required to be paid with respect to such exchange or transfer and the cost ofprepanng each
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new Bond upon each exchange or transfer, and any other expenses of the Bond Registrar
incurred in connection therewith, which sum or sums shall be paid by the Issuer. The Bond

Registrar shall not be obligated to make any such exchange or transfer ofBonds dunng the

penod commencing on the 15th day ofthe month preceding an interest payment date on the
Bonds or, in the case of any proposed redemption of Bonds, next preceding the date of the
selection of Bonds to be redeemed, and ending on such interest payment date or redemption
date.

Section 106. Bonds Mutilated flg~pyg~, Stolen ~I~ In case any Bond
shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue,
and the Bond Registrar shall, if so advised by the Issuer, authenticate and deliver, a new

Bond ofthe same senes and of like tenor as the Bonds so mutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated Bond, upon surrender and cancellation of
such mutilated Bond, orin lieu ofand substitution for the Bond destroyed, stolen or lost, and

upon the Holdefs furnishing satisfactosy indemnity and complying with such other

reasonable regulations and conditions as the Issuer may prescribe and paying such expenses
as the Issuer and the Bond Registrar may incur. All Bonds so surrendered shall be cancelled

by the Bond Registrar and held for the account of the Issuer. If any such Bond shall have

matured or be about to mature, instead of issuing a substitute Bond, the Issuer may pay the

same, upon being indemnified as aforesaid, and if such Bond be lost, stolen or destroyed,
without surrender thereof.

Section 307. Bonds~ ~g be Indebtedness of~kg Issuer The Bonds shall not,
in any event, be or constitute an indebtedness of the Issuer within the meaning of any
consiltutional Or Slalutol)’ provision or limitation, but shall be payable solely from the Net

Revenues denved from the operation of the System, as herein provided, and amounts, if any,
in the Reserve Account. No Holder or Holders of any of the Bonds shall ever have the right
to compel the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the

interest thereon.

Section 3.0L Bonds Secured by Pledge~Revenues The payment of the

debt service of the Bonds, the Prior 1993 Bonds and the Prior First Lien Bonds shall be

secured forthwith equally and ratably and on a panty with each other, by a first lien on the

Net Revenues derived from the System, which lien ofthe Bonds, the Prior 1993 Bonds and

the Prior First Lien Bonds is senior to the lien of the Prior Second Lien Bonds. Such Net

Revenues in an amount sufficient to pay the principal of and interest on and other payments
for the Bonds and the Prior Bonds and to make the payments as hereinafter provided and as

provided in the Prior Resolutions are hereby irrevocably pledged to the payment of the

principal of and interest, if any, on the Bonds and the Prior Bonds as the same become due.

~gptinn 309. mnn 0fBonds The text ofthe Bonds shall be in substantially
the following form, with such omissions, insertions and variations as may be necessaiy and

desirable and authorized or permitted hereby, or by any Supplemental Resolution adopted
prior to the issuance thereof:
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Form of Bonds)
p

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

GAULEY RIVER PUBUC SERVICE DISTRICT
WATER REVENUE BONDS

p
SERIES 997A/B)

No. R-JBR-2) $414000 $57,000)

.
I

United States Department of Agriculture
National Finance Office

1520 Market Street

St. Louis, Missouri 63103

FOR VALUE RECEIVED, the Gauley River Public Service District, a public
corporation organized and exisnng under the laws of, and a political subdivision of, the State
of West Virginia, in Fayette, Nicholas and Clay Counties (herein called the “Bonower”),
promises to pay to the order of the United States Department ofAgncukure, Rural Economic
and Community Development (herein called the ~Govenunent”), at its National Finance

Office, St Louis, Missourj or at such other place as the Govcnunent may hereafter designate
in writing, and üt the manner provided below, the principal sum of______________
Dollars (S ) or such lesser amount as shall then be reflected on the Record of

Advances and Payments attached hereto and incorporated herein by reference, plus interest

on the unpaid principal balance at the rate of four and one-half percent (4.50%) per annum.

Notwithstanding any provision of this Bond to the conUaiy, this Bond shall evidence only
the indebtedness reflected as outstanding on the Record of Advances and Payments attached

hereto. Interest shall accrue only on the amount of each advance from its actual date as listed

on said Record of Advances and Payments and shall cease to accrue on the amount

p outstanding, or portions thereof, as the sante are paid, as reflected by said Record of
Advances and Payments.

The said principal and interest shall be paid in the following installments on

the following dates: Monthly installments of interest only on the amowits advanced

hereunder, commencing the 26th day ofthe month following the month of delivciy of this
Bond and on the 26th day of each month thereafter for the first 24 months after the date

•
hereof; and thereafter on the 26th day ofeach month in installments of principal and interest
in the aggregate amount of (51,901/5262] except the final installment shall be paid at the end

of forty years from the date of this Bond in the sum of the unpaid principal and interest due
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on the date thereof and prepayments may be made as provided below. This consideration
shall support any agreement modiI~’ing the foregoing schedule of payments.

Evesy 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.

Pre-payments of scheduled installments, ce any portion thereof~ may be made

at any time at the option of the Borrower. Exva payments, as defined in the regulations of

the Government, shall, after payment of interest, be applied to the insuilln’ent last to come

due under this Bond and shall not affect the obligation of Borrower to pay the remaining
installments as scheduled herein.

Any amount advanced or expended by the Government for the collection

hereof~ or to preserve or to protect any secwity or other ins~ument 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 has granted to the Government a lien on the proceeds of this Bond until such

proceeds are expended for authorized purposes.

This Bond is issued to permanently finance a pornon ofthe costs of acquisition
and consnuction of certain extensions, additions bettennents and improvements to the

Issuer’s existing ~tetworks system (the 7roject” and together with the existing waterworks

system of the Issuer and any further extensions, additions, betterments and improvements
thereto, herein called the “System”); to pay interest on the Bonds during acquisition and

construction and for up to six months after completion of the Project; and to pay certain

issuance and related costs in connection therewith. This Bond is authorized and issued under

P and in f~il compliance with the Constitution and statutes of the State of West Virginia,
including particularly Article 13A of Chapter 16 of the Code of West Virginia, 1931, as

amended (the “Act’), and a resolution duly adopted by the Board ofthe Borrower on the 26th

day of June, 1997, and supplemented by a Supplemental Resolution duly adopted by said

Board on the 26th day of June, 1997 (collectively, the NResolunonH), and is subject to all the

terms and conditions of said Resolution. The Resolution provides for the issuance of

additional bonds under certain conditions, and such bonds would be entitled to be paid and

secured equally and ratably from and by the funds and revenues and other security provided
for the Bonds under the Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POS~ON WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDiNG

GAULEY RIVER PUBLIC SERVICE DISTRICT WATERWORKS REVENUE BOND,
SERIES 1986, DATED MAY 9, 1986 IN ThE ORIGINAL PRINCIPAL AMOUNT OF

$123,230 (THE “PRIOR FIRST LIEN BONDSW) AND THE OUTSTANDING GAULEY
RIVER PUBLIC SERVICE DISTRICT WATER REVENUE BONDS, SERIES 1993,
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DATED MARCH 17,1993, IN THE ORIGINAL PRINCIPAL AMOUNT OF SI ,600,000
(THE “PRIOR 1993 BONDS”) AND THE WATER REVENUE BONDS, SERIES

1997(A/BJ ISSUED SIMULTANEOUSLY HEREWITh (THE “SERiES 1997(A/BJ
BONDS”), AND ARE SENIOR TO THE LIEN WITH RESPECT TO SOURCES AND
SECURITY FOR PAYMENT WITH THE OUTSTANDING GAULEY RIVER PUBLIC
SERVICE DISTRICT SUPPLEMENTAL SUBORI)JNATE WATERWORKS REVENUE

BOND, SERIES I 986~ DATED MAY 9, 1986 IN THE ORIGINAL PRINCIPAL AMOUNT
OF 561,350 (THE “PRIOR SECOND LIEN BONDS” AND COLLECTIVELY WITH THE
PRIOR FIRST LIEN BONDS AND THE PRIOR 1993 BONDS, THE “PRIOR BONDS”).

This Bond ispayable only from and secured byapledge ofa first lien on the

Net Revenues (as defined in the Resolution) to be derived from the operation ofthe System
which lien is on a parity as to security and source of payment with the lien ofthe Prior First
Lien Bonds, the Prior 1993 Bonds and the Series 997AIBJ Bonds, issued simultaneously
herewith, and senior to the Prior Second Lien Bonds, moneys in the Reserve Accounts

created under the Resolution (the “Reserve Account) and unexpended proceeds of the

Bonds. Such Net Revenues shall be sufficient to pay the principal of and interest on this

Bond, the Series 19971A/B) Bonds, the Prior Bonds, and all bonds which may be issued for
the constnrction, acquisition, improvement, extension or betterment of such System as and

when the same become due and payable~, and which shall be set aside and remitted for the

Prior Bonds as provided in the Prior Resolutions and to the Government for this Bond and

the Series 1997(A/B~ Bonds as provided herein and in the Resolution. This Bond does not

constitute an indebtedness of the Borrower within the meaning of any constitutional or

statutory provisions or limitations, nor shall said Borrower be obligated to pay the same or

the interest hereon except from the Net Revenues derived from the operation ofsaid System,
the moneys in the Reserve Accounts and unexpended Bond proceeds. Pursuant to the

Resolution and the Prior Resolutions, the Borrower has covenanted and agreed to establish

and maintain just and equitable rates or charges for the use of such System and the services

rendered thereby, which shall be sufficient to provide for the proper and reasonable expenses
of operation, repair and maintenance of said System, and to leave a balance each year equal
to at least 135% ofthe amown required to pay the nraximmn amount due in any ensuing year
of principal ofand interest on this Bond, the Series 997A/B] Bonds and the Prior Bonds
and on all obligations secured by or payable from such revenues prior to or on a parity with
this Bond, the Series 1997tA/B) Bonds and the Prior Bonds; provided that when the Reserve

Funds for the Prior Bonds, the Series 1997(AIBJ Bonds and this Bond are funded at the

maximum amount required by the Resolution and the Prior Resolutions, then the balance

each year must be equal to at least 110% ofthe amount required to pay the maximum amount

due in any ensuing year of principal of and interest on this Bond, the Series 1997(AIBJ
Bonds and The Prior Bonds. The Borrower has entered into certain further covenants with

the owner of this Bond for the terms of which reference is made to said Resolution.
Remedies provided the owner of this Bond arc exclusively as provided in the Resolution, to

which reference is here made for a detailed description thereof.
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This Bond is transferable, as provided in the Resohinon, only upon the books
of Merchants National Bank, Gauley Bridge, West Virginia (the “Registrar”) which shall be

kept for that purpose at the office of the Registrar, by the owner or by its attorney or legal
representative duly authorized in writing, upon surrender of this Bond, together with a

written instrumein oftransfer satisfactoty to the Registrar duly executed by the owner or its

attorney or legal representative duly authonzed in wnting.
p

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

Borrower hereby cenifies 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 such purposes
and periods of time.

If at any rime it so appears to the Government that Borrower may be able to

obtain a 1oan from a responsible cooperative or private creditor at reasonable rates and terms

for loans for such purposes and period oftime, Borrower will at the Government’s request
apply fo~ and accept such loan in sufficient amount to repay the Government.

All money received from the sale of this Bond, after reimbursement and

repayment of all amounts connected with the issuance hereof, as provided by Jaw and the

Resolution, shall be applied solely to the costs ofacquisition and construction of the Project,
and there shall be and hereby is created and granted a lien upon such moneys, until so

applied, in favor of the owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,

conditions and things required to exist, happen and be performed precedent to and in the

issuance of this Bond have existed, have happened and have been performed in due time,
form and manner as required by law, and that the amount of this Bond, together with all

other obligations of said Borrower, does not exceed any limit prescribed by the Constitution

or statutes of the State of West Virginia and that a sufficient amount of the revenues of the

System of the Borrower has been pledged to and will be set aside into said special fund by
the Borrower for the prompt payment of the principal of and interest on this Bond.

This Bond will be in default should any proceeds be used for a purpose that

will contnbute to excessive erosion of highly erodible land or to the conversion ofwetlands

p to produce an agricultural commodity, as set forth in Exhibit M of subpart 0 of Part 1940

of Title 7 of the Code ofFederal Regulations, as amended.

p
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All provisions of the Resolution, resolutions and statutes under which this
Bond is issued shall be deemed to be apart of the conflict evidenced by this Bond to the

same extent as if written fully herein.

This Bond is given as evidence of a loan to Borrower made or insured by the

Government pursuant to the Rural Development Act of 1972. This Bond shall be subject to.

the present regulations ofthe Government and to its future regulations not inconsistent with

the express provisions hereof.

p
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IN WITNESS WHEREOF, THE GAULEY RIVER PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairman and its seal to be hereunto

impressed and attested by its Secretaiy, all as ofthe date first written above.

GAULEY RIVER PUBLIC SERVICE DISTRICT

I

P.O. Box 87

Belva, West Virginia 26656

SEALJ

ATTEST:

Secretary
p

p
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CERTIFICATE OF AIJTI1ENTICATION AND REGISTRATION

I

This Bond is one of the Gauley River Public Service Disthcl Water Revenue

Bonds, Series 1997, described in the within-mentioned Resolution and has been duly
registered in the name ofthe United States Depaninent ofAgnculture, Rural Utilities Service

as of the date set forth below.

Date:
________

1997

________________________Bank,
as Regis~ar

By
Its Authonzed Officer
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RECORD OF ADVANCES AND PAYMENTS

Advancec

Date Amount Init~a1ed By

(

(
____________

_______

14
___________________

___________

(
____________________

____________

(

( S
___________

(
p

(

( S
__________

TOTAL: S______________

UNITEi STATES DEPARTMENT OF
AGRICULTUREI RURAL UTILITIES SERVICE

By:

(Title)
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RECORD OF ADVANCES AND PAYMENTS

Paylnent5

Date Amount Initialed By

(
________________

___________

(
___________________

_____________

(
___________________

—

(
___________________ _____________

(
___________________

_____________

(
___________________

_____________

(
____________________

______________

(

( S
___________

TOTAL: S_____________

UNITED STATES DEPARTMENT OF
AGRICULTURE, RURAL UTILITIES SERVICE

By.’

(Tide)

p
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Form of Assignment)
)

FOR VALUE RECEIVED the undersigned sells, assigns, and ~ansfers unto

_______the within Bond and does hereby ix~evocably constitute and appoint
,Attomey to transfer said Bond on the books kept f registration thereof with

full power of substitution in the premises.

Dated:
-

In the presence of:

p

p

I

I
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Section 310 S~ak Df8ondc~ The Bonds shall be sold to the Govenunent

pwsuant to the terms and conditions ofthe Letter ofConditions. The provisions of the Letter

of Conditions are specifically incorporated in this Resolution.
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ARTICLE IV

LINE OF CREDIT

Section 401. Authnnzation of Line of Credit To provide funds for the

acquisition and construction of the Project and other funds are not available therefor, the

Issuer is hereby authorized to arrange fori Line of Credit in an amount not to exceed

S300000. The amount and terms of the Line of Credit may be approved by a resolution

supplemental hereto.

~~çtion 402. Authorization of Credit Line Note For the puipose of

evidencing any draw upon the Line of Credit and thus, of financing a portion ofthe cost of

acquisition and constiucuon of the Project~, there may be issued the Credit Line Note ofthe

Issuer in an amount and upon such terms as set forth in a resolution supplemental hereto.
The Credit Line Note may be issued in singi; fully registered form and dated as of the date

of delivery thereof. There shall be attached to the Credit Line Note a Record ofAdvances

and Payments, upon which the date and principal amount of any draw upon the Line of

Credit, the date and amount of any payment of principal of the Credit Line Note and the

amoum of the Credit Line Note outstanding after either of said transactions shall be recorded.

Anything to the conn~aiy herein, in the Line ofCredit Agreement or therein notwithstanding,
the Credit Line Note shall evidence only the outstanding indebtedness recorded on the

Record of Advances and Payments attached thereto, and interest shall accrue only on the

amount if each advance from the actual date thereof as listed on said Record ofAdvances

and Payments. Each such advance shall bear interest, payable at such times and at a rate set

forth in a supplemental resolution, but not to exceed the then legally permissible lbnit.

Interest shall cease to accrue on the amount of the Credit Line Note outstanding, or portions
thereof, as the same are paid, as reflected by said Record of Advances and Payments. The

Credit Line Note shall mature not more than thirty (30) months from the date thereof. The

Credit Line Note shall be subject to such further terms as shall be provided by the Line of

Credit Agreement. Notwithstanding the foregoing, the terms of the Credit Line Note, other

than the principal amount thereof, may be modified by resolution supplemental and

ainendaiory hereto, subject to the limits of the Act.

The Credit Line Note shall be payable as to principal upon surrender at the

piincipal office of the Notes Registi~, in any coin or cuirency which on the date of payment
of principal is legal tender for the payment of•public and private debts under the laws of the

United States of America; provided, that any partial payment or principal prior to the final

manuity of the Credit Line Note shall be recorded on the Record ofAdvances and Payments
attached to the Credit Line Note, and the Credit Line Note shall be returned to the Registered
Owner. Interest on the Credit Line Note shall be paid by check or draft mailed to the

Registered OwneT thereof at the address as it appears on the books of said Notes Registrar;
provided, that, at the option of the Registered Owner, such payment may be made by wire

transfer or such other lawful method as shall be mutually agreeable.
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Section &O1. Execution of Credit Line Note The Credit Line Note shall be

executed in the name ofthe Issuer by the signature ofits Chairman, and the seal of the Issuer
shall be impressed thereon and attested by the signature of the Secretaty. Any Credit Line
Note may be signed and sealed on behalf of the Issuer by such person as at the actual tune

of the execution of such Credit Line Note shall hold the proper office of the Issuer, although
at the date of such Credit Line Note such person may not have held such office or may not

have been so authorized.

Section 404. Negotiability. Trinsfer and Registration Subject to the

restrictions on transfer set forth below, the Credit Line Note shall be and have all of the

qualities and incidents ofa negotiable instrument under the Unifoim Commercial Code of
the State, and each successive Registered Owner, in accepting the Credit Line Note, shall be

conclusively deemed to have agreed that said Credit Line Note shall be incontestable in the

hands of a bona flde holder for value.

So long as the Credit Line Note or any portion thereof remains Outstanding,
the Notes Registrar shall keep and maintain books for the registration and transfer of the

Credit Line Note. The Credit Line Note shall be transferable only upon the books of the
p

Notes Registrar which shall be kept for that purpose at the office of the Notes Registrar (and
in such capacity as paying agent) by the Registered Owner thereof in person or by its

attorney duly authorized in writing upon surrender thereof together with a written

instrument of transfer satisfactory to the Notes Registrar duly executed by the Registered
Owner or its duly authorized attorney. Upon the transfer of the Credit Line Note, there shall

be issued at the option ofthe Registered Owner or the transferee another Credit Line Note

or Notes of the aggregate stated principal amount equal to the stated principal amount of such

transferred Credit Line Note not paid as reflected on the Record of Advances and Payments
attached thereto and outstanding in the aggregate principal amount equal to the advanced but

unpaid amount of the transferred Credit Line Note as reflected on the Record ofAdvances
• and Payments attached thereto.

In all cases in which the privilege of transferring the Credit Line Note is

exercised, Credit Line Notes shall only be issued in accordance with the provisions ofthis

Ordinance and the Supplemental Resolution. All Credit Line Notes surrendered in any such

transfers shall forthwith be cancelled by the Notes Registrar. For every such transfer of
Credit Line Notes, the Notes Registrar may make a change sufficient to reimburse its office

forany tax, fee or other govenunenial charge required to be paid withrcspect to such transfer
and the cost of preparing each Credit Line Note upon each transfer, and any other expenses
ofthe Notes Registrar incurred in connection therewith, which sum or sums shall be paid by
the person requesting such transfer as a condition precedent to the exercise of the privilege
of making such transfer. The Notes Registrar shall not be obligated to make any such

transfer of Credit Line Notes during the ten (10) days preceding an interest payment date on
the Credit Line Notes or after notice of any prepayment of the Credit Line Notes have been

given.
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Section 4.05. Form of Credit Line Note and Line of Credit Agreement The
text of the Credit Line Note and the Line of Credit Agreement shall be in substantially the
form set forth in a Resolution Supplemental hereto. The Line of Credit Agreement shall be
executed on behalf ofthe Issuer by the Chainnsn. The Credit Line Note shall not become
valid until manually authenticated and regist~red by the Notes Registrar.
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ARTICL! V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 501. System Revenues ~ Ajplicatinn Thereof So long as the

Bonds shall be Outstanding and unpaid, the issuer covenants with the Bondholders as

follows:

(A) The entire Gross Revenues derived from the operation of the System
and all pans thereof shall be deposited by the Issuer in the Revenue Fund created in the Piior

Resolutions and continued hereby. The Revenue Fund shall constitute a vust fund for the

purposes provided in the Prior Resolutions and this Resolution and shall be kept separate and
distinct from all other funds of the Issuer and the Depository Bank and used only for the

pw~,oses and in the manner herein provided. Funds in the Revenue Fund shall be disposed
of only in the following manner and order of priorities..

(I) From the Revenue Fund, the Issuer shall first each month pay the

current Operating Expenses of the System.

(2) Next from the moneys in the Revenue Fund, the Issuer shall on the first

day of each month commencing on the first day of the month following the month of delivery
of the Bonds, make the payments required by Sections 4.03(AX2) and 4.O1(AX2) ofthe Prior

Resolutions and shall on the 26th day of each month apportion and set span out of the

Revenue Fund and remit to the office and place designated by the Series 1997A Bonds and

Senes 1997B Bonds (herein collectively called the “Sinking Funds”) the monthly payment
of interest set forth in the Supplemental Resolution or such lesser amount asis tequired to

pay the interest on the Series I997A Bonds and Series 1997B Bonds as evidenced by the

Record of Advances and Payments attached to the Series l997A Bonds and Series 1997B

Bonds as set forth in the Bond form in Section 3.09. If funds in the Revenue Fund are not

sufficient io make all the payments required by this Section, the Issuer shall apportion and

prorate the funds available to the payments required herein.

(3) Ne~mthemontheRevcnueFwid,the1ssuershallonthefirst
day ofeach month commencing on the first day ofthe month following the month of delivery
of the Bonds, make the payment required by Sections 4.03(AX3) and 4.0I(AX3) of the Prior

•

Resolutions and shall on the 26th day of each month apportion and set apart from the

Revenue Fund and remit to the Sinking Funds the monthly payment of principal set forth in

the Supplemental Resolution or such lesser amount as is evidenced by the Record of

Advances and Payments attached to the Series 1997A Bonds and Series 1997B Bonds as set

forth in the Bond form in Section 3.09, such amount or amounts being the amount required
to amortize the principal of the Series 1997A Bonds and Series 1997B Bonds over the life

of the Series 1997A Bonds and Series 1997B Bonds. If funds in the Revenue Fund are not

I
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sufficient to make all the payments required by this Section, the Issuer shall apportion and

prorate the funds available to the payments required herein.

The deposits to the Sinking Funds provided in this paragraph and in (2), above,
constitute actual payments of pnncipal and interest on the Series 1997A Bonds and Series
1997B Bonds issued to the Government. The amounts required for principal and interest

payments on the Series 1997A Bonds and Series 1997B Bonds issued hereunder other than

to the Government shall be deposited in a sinking fund created by a Supplemental
Resolution.

(4) The Issuer shall next transfer front the Revenue Fund and make the

payment required by Sections 4.03(AX4) and 4.0l(AX4) ofthe Prior Resolutions and shall

deposit in the Series 1997A Bonds Reserve Account and the Series 199Th Bonds Reserve

Account at the Depository Bank (herein collectively the “Reserve Account?), or in the case

of Bonds other than the Series I 997A Bonds and Series I 997B Bonds originally authorized

hereby in a reserve account in a sinking fund created by Supplemental Resolution or

otherwise as designated by a Supplemental Resolution, on the 26th day of each month of

each year beginning with and including the month in which payments from the Revenue

Fund for interest on the Series 1997A Bonds and Series 19973 Bonds are commenced, an

amount equal to one tenth (1/10) ofthe amount deposited into the Sinking Funds, as set forth

above. If funds in the Revenue Fund are not sufficient to make all the payments required by
this Section, the Issuer shall apportion and prorate the funds available to the payments
required herein.

No further payments shall be made into the Series 1997 A Bonds Reserve

Account or the Series 19973 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 Reserve

Requirements (5190.10 x 120 522,812 for the Series 1997A Bonds and 526.20 x

120=53,144 for the Series 1997B Bonds). Moneys in the Reserve Accounts shall be used

only for the purpose of payment of manning principal of or interest on the Bonds when

moneys in the Revenue Fund or, in the case of bonds other than the Bonds originally
authorized hereby, the funds in a sinking fund created by Supplemental Resolution are

insufficient therefor and for no other purposes.

Any withdrawals from the Reserve Accounts which result in a reduction in the

balance ofthe Reserve Accounts to below the Reserve Requirements shall be subsequently
restored born the first Net Revenues available after all required payment to the Sinking
Funds and Reserve Accounts, including any deficiencies for prior payments, have been made
in full.

As and when Additional Bonds ranking on a parity with the Bonds are issued,
provision shall be made by Supplemental Resolution for additional payments sufficient to

pay the interest on such Additional Bonds and to accomplish retirement thereof at or before

maturity and to accumulate a balance in the Reserve Accounts in an amount equal to the
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maximum provided and required to be paid in pnncipal and interest in any succeeding year
for account of all the Bonds.

(5) Thereafter, from the moneys remaining in said Revenue Fund1 the Issuer.
shall make the payment required by Sections 4.03(AXS) and 4.Ol(AX5) of the Prior
Resolutions and shall next, on the 26th day of each month, commencing with the month

succeeding the first full calendar month after commencement of operation of the Project,
remit to the Depositoty Bank for deposit in a special account to be desi~ated the

“Depreciation Account,” which account is hereby continued, a stun equal to $100 ($1,200
pcryear). Nofi therpayments sh Uberequired tobe made into said Depreciation Account
when there shall have been deposited therein, and so long as there shall remain on deposit
therein, an amount equal to one ycañ maximum pnncipal and interest payments on all

Outstanding Bonds. All funds in said Depreciation Account shall be kept apart from all

other funds, and all or any part of said fund may be invested as provided by Article IX.
Withdrawals and disbursements may be made from said Depreciation Account for•

replacements, emergency repairs, additions1 betterments or improvements to the System;
deficiencies in the payment of principal and interest on the Bonds and the Prior Bonds, or

debt service on obligations not on a parity with the Bonds, the proceeds ofWhich obligations:
were used to finance such additions, betterments or improvements.

(6) Thereafter, from the moneys remaining in said Revenue Fund, the Issuer

shall make the payments required pursuant to Sections 4.03(A)(6) and (7) of the Prior
Resolutions.

(7) if all of the above required payments are then current, the Issuer may
use any moneys remaining in the Revenue Fund for the following purposes: (a) for

prepayment of the amount, or any pan thereof, of the Prior Bonds or the Bonds Outstanding
in accordance with the terms thereof (b) additions, betterments or improvements to the

System which the Consulting Engineers certify are needed and/or (c) payments of principal
and interest on subordinate water revenue bonds, or other obligations which may hereafter
be issued by the Issuer on account of the System.

(B) All of the funds and accounts provided for above shall constitute mist
•

funds and shall be used only for the purposes provided herein.

(C) The moneys in excess of the stun insured by the maximum amounts

insured by the FDIC in the Revenue Fund, in the Reserve Accounts and in the Depreciation
Account shall at all vines be secured, to the full extent thereof in excess of such insured sum,

by Government Obligations or such other obligations as shall be eligible as security for

deposits of state and municipal funds under the laws ofthe State.

(D) If on any monthly payment date the Net Revenues are insufficienuo
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
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would otherwise be required to be made into the funds and accounts on the subsequent
payments dates; provided, that all deposits, including on account of deficiencies, shall be

made in the order of priority set forth in Paragraph (A), above, and no payment of lower

pnonty shall be made if there exists a deficiency in a fund or account ofhigher prionty. No

such deI~ciency shall exist solely because the required payments into the Reserve Accounts

have not, as of such date, funded such account to the requirement therefor.

(E) All remittances made by the Issuer to the Government or to the

Commission shall clearly identify the fund or account into which each amount is to be

deposited.

(F) The Gross Revenues ofthe System shall only be used for p~poses of

the System.

Sec:non 502 lag f~. During the consmlction ofthe Pmject Tap Fees Shall

be deposited in the Construction Trust Fund created in Section 6.02 hereof. Following
completion of the Project, Tap Fees shall be deposited in the Revenue Fund and may be used

p for any lawful purpose of the System.

p

p

.33-



I

ARTICLE VI

APPUCATION OF BOND PROCEEDS

Section 601. Application Qf Bond Proceeds All the moneys received from
time to time from the sale of Bonds shall be deposited in the Construction Trust Fund,
hereinafter created.

Section 602. Construction Trust Fund There is hereby created with the

Depository Bank a special fund to be known as the “Construction Trust Fund,N which fund

shall be kept separate and apart from all other funds of the Issuer, and shall be drawn out,

used and applied by the Issuer solely for the payment of the Costs of the Project and

purposes incidental thereto, including payment ofany bolTowings by the Issuer made for the

purpose of temporarily financing a portion of the Costs of the Project, for the payment of

interest on the Bonds dining consmiction and for a penod up to six months thereafter and
for no other purposes whatsoever. The moneys in said fund shall be secured at all times by
the Depository Bank, by Government Obligations having a fair market value at least equal
to the balance in said fund in excess of the amount insured by the FDIC. Iffor any reason

the amounts on deposit in the Construction Trust Fund are not necessary for, or are not

applied to, such purposes, then such unapplied amounts shall be deposited by the Issuer as

determined by the rules and regulations of the Government. All such proceeds shall

consrinne a trust fund for such purposes, and there is hereby created a lien upon such

moneys, until so applied, in favor of the Holders of the Bonds hereby authorized.

Expenditures or disbursements by the Depository Bank from said Construction

Trust Fund shall be made only after such expenditures or disbursements shall have been

approved in vmting by the Governing Body, the Consulting Engineers and the Government.

)
Interest earned on the funds deposited m the Construction Trust Fund must be

remitted, at least quarterly, to the Govenunent.
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ARTICLE VII

ADDITIONAL COVENA]’JTS OF THE ISSUER

Section 7.01. General Covenants ofthe Issuer All the covenants, agreements
and provisions of this Resolution shall be and constitute valid and legally binding covenants

of the Issuer and shall be enforceable in any court of competent jwisdiction by any Holder
or Holders of the Bonds. In addition to the other covenants, agreements and provisions of
this Resolution, the Issuer hereby covenants and agrees with the Holders of the Bonds as

hereinafteT provided in this Anicle VII. All such covenants, agreements and provisions shall
be üTevocabie, except as provided herein, as long as any of said Bonds or the interest thereon
is Outstanding and unpaid.

Section 7.02. Bonds j~~ ha Indebtedness ofthe Issuer The Bonds shall not

be or constitute an indebtedness of the Issuer within the meaning of any constitutional,
statutory or charter limitation of indebtedness, but Shall be payable solely from the funds

pledged for such payment by this Resolution. No Holder or Holders of any Bonds shall ever

have the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
Bonds or the interest thereon.

Section 7.03. Bonds Secured by Ple4gg~Revenues The payment ofthe

debt service of the Bonds issued hereunder shall be secured forthwith equally and ratably by
a first lien on the Net Revenues derived from the operation of the System which lien is on
a panty as to such security with the lien of Prior First Lien Bonds and the Prior 1993 Bonds
and senioT to the Piior Second Lien Bonds. The Net Revenues derived from the System, in

an amount sufficient to pay the principal of and interest on the Prior Bonds and the Bonds
herein authorized and to make the payments into the Sinking Funds and the Reserve
Accounts and all other payments provided for in this Resolution and the Prior Resolutions
are hereby irrevocably pledged, in the manner provided herein and therein, to the payment
of the principal of and interest on the Bonds and the Prior Bonds as the same become due,
and for the other purposes provided in this Resolution and the Prior Resolutions.

Section 704. Rates Prior to the issuance of the Bonds, equitable rates or

charges for the use of and service rendered by the System will be established all in the

manner and form required by law, and copies of such rates and charges so established will
be continuously on file in the office of the Governing Body, copies ofwhich will be open
to inspection by all interested parties. The schedule of rates and charges shall be sufficient
to pay the OperalingExpenses oftheSystem,topaytheprincipalofandintereston all
Bonds issued hereunder, to pay the principal ofand interest on the Prior Bonds, to provide
adequate Reserve Accounts.and an adequate Depreciation Fund and to pay all requirements
set forth in the Prior Resolutions. Such schedule ofrates and charges shall be changed and

readjusted whenever necessary so that the aggregate of the rates and charges will be

sufficient for such purposes. In order to assure full and continuous performance of this
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covenant, with a margus for contingencies and teniporaly unanticipated reduction in income
and revenues, the Issuer hereby covenants and agrees that the schedule ofrates or charges
from time to nine in effect shall be sufficient (i) to provide for all reasonable Operating
Expenses of the System, and to fund any reserves required by the PSC Order or any

supplement or amendment thereto, and (ii) to leave a balance each year equal to the
maximum amount required in any succeeding fiscal year to pay the principal of and interest

on the Bonds and the Prior Bonds and to leave a balance each fiscal year equal to at least

115% ofthe average annual debt service on the Bonds and the Prior Bonds Outstanding and
all other obligations of the Issuer, secured by or payable from such revenues prior to or ott

a parity with the Bonds and the Piior Bonds, provided that when the Reserve Funds for the:
Prior Bonds and the Bonds are funded at the maximum level required therefor, then the.
balance each year must be equal to at least 110% of the amount required to pay the

maxinnun principal and interest due on the Bonds and the Prior Bonds in any ensuing year;
prov~ded ~wever upon the payment in full or defeasance of the Prior Bonds, the coverage
requirement pursuant to this Resolution is 110%.

Section lOS ~~System So long as the Bonds are Outstanding, the

System may be sold, transferred, mortgaged, leased or otherwise disposed of or encumbered
(other than any statutory mortgage lien created under the Act on account of obligations
issued w.thin the restrictions hereof) only with the written consent of the Government, and’
such consent will specil~’ the disposition of any such sale or transfer. So long as the Prior

Bonds are Outstanding, the System may be sold, transferred, mortgaged, leased or otherwise

disposed of only in accordance with the terms ofthe Prior Resolutions and with the written

consent of the Government.

Section 7.~. iccuance QfAdditional Bonds No Additional Bonds, as in this

section defined, payable out ofthe revenues of the System shall be issued after the issuance

of the Bonds pwsuant hereto, except under the conditions and in the manner herein provided,
P and as long as the Prior Bonds are Outstanding, no Additional Bonds secured by the revenues:

of the System shall be issued except under the conditions and in the manner provided herein

and in the Prior Resolutions. As long as the Bonds are Outstanding, no Additional Bonds

shall be issued without the advance written consent of the Government.

Section 707. Books~ Reccwds The Issuer will keep books and records of
the System, which shall be separate and apart from all other books, records and accounts of.

the Issuer, in which complete and correct entries shall be made of all transactions relating
to the System, and any Holder of a Bond or Bonds issued pursuant to this Resolution shall
have the right at all reasonable times to inspect the System and all parts thereof and a))

records, accounts and data of the Issuer relating thereto.

The accounting system for the System shall follow current generally accepted
accounting principles and safeguards to the extent allowed and as prescribed by the PSC.

Separate control accounting records shall be maintained by the Issuer. Subsidiary records

as may be required shall be kept in the manner and on the forms, books and other

-36-



bookkeeping records as prescribed by the Government. The Goverrunent shall prescribe and
institute the manner by which subsidiaty records of the accounting system which may be

insialled remote from the direct supervision of the Government shall be reported to such

agent of the Issuer as the Government shall direct.

The Issuer shall file with the Consulting Engineers, and the Government, or

any other original purchaser of the Bonds, and shall mail in each year to any Holder or

Holders ofBonds requesting the same, an annual report containing the following:

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

(B) A balance sheet statement showing all deposits in all the funds
and accounts provided for in this Resolution and the status of all said funds
and accounts.

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

The Issuer shall also, at least once a year, cause the books, records and

accounts of the System to be audited by Independent Certified Public Accountants and shall
mail upon request, and make available generally, the report of said Independent Certified

Public Accountants, or a summary thereof, to any Holder or Holders of Bonds and shall
submit said report to the Government, or any other origmai purchaser of the Bonds. Such

audit report submitted to the Government shall include a statement that the Issuer is in

compliance with the Terms and provisions of this Resolution and the Prior Resolutions.

The Issuer shall keep and preserve all financial records fora period often(30)
years, and such material, upon request, will be made available for public inspection.

Section 70X. Fiscal Year: Budget While the 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 ofthe System in excess of such annual budget shall
be made during such Fiscal Year unless unanimously authorized and directed by the Board.

Copies ofeach annual budget shall be delivered to the Government by the beginning ofeach
Fiscal Year.

Iffor any reason the Issuer shall not have adopted the annual budget before the
first day ofany 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
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shall exceed the budget for the corresponding month in the year next preceding by more than
ten percent (10%); and provided further, that adoption of a budget ofcurrent expenses shall

not constitute compliance with the covenant to adopt an annual budget unless the Issuers
failure 10 submit an annual budget shall be for a reason beyond the conifol of the Issuer.

Each such budget of current expenses shall be delivered and mailed immediately as in the

case of the annual budget.

Section 709. Services Rendered b~~ Systent The Issuer will not render or

cause to be rendered any free services of any nature by its System; and, in the event the
Issuer or any department, agency, insmimentality, officer or employee of the Issuer shall
avail itself or themselves of the facilities or services provided by the System or any part
thereof the same rates, fees or charges applicable to other customers receiving like services

under similar circumstances shall be charged the Issuer and any such deparnnen~, agency.
insinutientality, officer or employee. Such charges shall be paid as they accrue, and the
Issuer shall üansfer from its general funds sufficient sums to pay such charges for service to

any of its departments or properties. The revenues so received shall be deemed to be

revenues deiived from the operation of the System, and shall be deposited and accounted for
in the same manner as other revenues denved from such operation of the System.

S~çnnn 710. Enforcement Qf Collections The Issuer will diligently enforce
and collect all fees, rentals, or other charges for the services and facilities ofthe 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 pennitted or

authorized by the laws of the State and the rules and regulations of the Public Service
Commission. All such rates and charges, ifnot paid when due shall become a lien on the

premises served by the System.

To the extent allowed by law and the PSC, whenever any rates, rentals or.

charges for the services and facilities of the System, shall remain unpaid for a period of thirty
(30) days alter the same shall become due and payable, the property and the owner thereof.
as well as the user of the services and facilities, shall be delinquent and the owner, user and

property shall be held liable at law until such titne as all such rates and charges are fully
paid.

The Issuer finiher covenants and agrees that it will, to the full extent permitted
by law and the rules and regulations promulgated by the PSC, for any account not paid
within sixty (60) days, discontinue and shut off the services and facilities ofthe System and,
in the event the Issuer owns a sewer facility (the “Sewerage System’), the Sewerage System
to all users ofthe System delinquent in payment ofcharges for the services of the System and
will not restore such services of either system until all delinquent charges for the services of
the System have been paid in full and all accrued penalties plus a reconnection charge have
been paid and shall take all further actions to enforce collections to the maximum extent

pennilted by law.
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Section 7i1. Insurance and Bon4~ The Issuer hereby covenants and agrees

that, so long as the Bonds remain Outstanding, it will, as an expense of operation and

maintenance ofthe System, procure, cany and inamisin insurance with a reputable insurance

camer or camers covenng the following risks and in the following amounts:

(A) The Lightning, Vandalicm. Malicious Mischiefand Extended Coverage
Insurance to be procured prior to acceptance of any pail of the Project from the contractor,

on all above-ground insurable pornons ofthe System, including machineiy and equipment
housed therein, in an amount equal to the insurable value thereof. In the event of any
damage to or destruction of any portion ofthe System, the Issues will promptly anange for
the application of the insurance proceeds for the repair or reconsmzction of such damaged
or destroyed portion. The Issuer will itself or will require each contractor and subcontractor

to, obtain and maintain builder’s nsk insurance to protect the interests ofthe Issuer during
consnuction ofthe Project in the full insurable value thereof.

(B) Public Liability Insurance with limits of not less than $300,000 for

personal liability to protect the Issuer from claims for bodily injury and/or death and not less
than $200,000 from claims for damage to property of others which may mae from the

operation of’the System, such insurance to be procured at the commencement of constnaction
of the Project.

(C) Vehicular Public Liability insurance in the event the Issuer owns or

operates any vehicle in the operation of the System, or in the event that any vehicle not

owned by the Issuer is operated for the benefit of the Issuer, with limits of not less than

$500,000 for personal liability to protect the Issuer from claims for bodily injury and/or

death and not less than $200,000 from claims for damage to property of others which may
arise front such operation of vehicles, such insurance to be procured prior to acquisition or

commencement of operation of any such vehicle.

(D) Workrrs’ Compensation Coverage for All Employees ofihe System
Eligible Thereforand Peifonnance and Payment Bonds such bonds to be in the amounts of
100% ofthe consnuction contract, will be required of each contractor dealing directly with
the Issuer, and such payment bonds will be filed with the Clerics of The County Commissions
of Fayette, Nicholas and Clay Counties prior to conunencement ofconsmlcnon of the Project
in compliance with Chapter 38, Article 2, Section 39 of the Code ofWest Virginia, 1931, as

amended.

(E) Fidelity Bonds will be provided as to every o~cer and employee of the

Issuer ha~ing custody of the Revenue Fund or ofany other funds or valuable property ofthe

System in an amowit at least equal to the total funds in the custody of any such person at any
one time, and initially in the amount required by the Government and to be increased
thereafier as necessary to cover the maxiznwn amount of funds under control of that position
at any one time.
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(F) Flood Insurance will be obtained by the Issuer if available.

(G) Provided, however, and in lieu of and notwithstanding the foregoing
provisions of this section, dwing construction of the Project and so long as the Government

holds any of the Bonds, the Issuer will carry insurance and bonds or cause insurance and

bonds to be carried for the protection of the Issuer, and during such consüuction will require
each prime contractor to carry insurance, of such types and in such amounts as the

Government may specify, as long as such amounts are not less than any amounts acquired
by the Prior Resolutions as long as the Prior Bonds are outstanding, and with insurance

camera or bonding companies acceptable to the Government.

Section 712 ~ Competin.g Franchise To the citeut allowable by law, the

issuer will not grant or cause, consent to or allow the granting of any franchise or permit to

any person, finn, corporation or body, or agency or instrwnentality for the providing of any
services which would compete with services provided by the System.

Section 713. Cnncultmg Engineer The Issuer will retain recognized,
qualified independent Consulting Engineers on an annual basis to supervise generally the

operation, maintenance and renewal of the System and report annually to the Issuer in

writing their recommendations and comments as to the System. Such annual report of the

Consulting Engineers or a summary thereofshall be made available as reasonable times to

the Government and to any Bondholder requesting the same.

Section 714. ContractL Not later than simultaneously with the delivery of

the Bonds, the Issuer shall have entered into written connacts for the immediate acquisition
or construction of the project.

Section 7.15. Statutory Mortpp Lien. For the further protection of the

Holders of Bonds, a statutory mortgage lien upon the System is granted and created by the

Act, which statutory mortgage lien is hereby recognized and declared to be valid and binding,
and shall take effect intniediately upon delivery of the Bonds and shall be for the equal
benefit of all Holders of each respective senes ofBonds; provided however, that the statutory

mortgage lien in favor ofthe Holders ofthe Bonds issued hereunder shall be on a panty with

the statutory mortgage lien in favor of the Holders ofthe Prior First Lien Bonds and the Prior

1993 Bonds. The statutory mortgage lien in favor of the Holders of the Prior Second Lien

Bonds shall be junior and subordinate to the statutory mortgage lien in favor of the Holders

of the Bonds, the Prior First Lien Bonds and the Prior 1993 Bonds.

Section 716 ~Order The Issuer shall comply with the conditions ofthe
) PSC Order and any supplement or amendment thereto.

Section 7.17. Funds and Accounts Under Pti~r Resolutions The Issuer hereby
covenants that all payments into the respective funds and accounts created under the Prior

)
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Resolutions will have been made in full as required by the Paior Resolutions piior to the date

of delivery of the Bonds.

Section 71S. Covenant 1~ Amen~ Resolution The Issuer retains the right to

make any amendments, insertions or deletions by Supplemental Resolution of this Resolution

as the Issuer deems necessary prior to the issuance of the Bonds to meet the requirements of

the Government.

p

I
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ARTICLE VIII

DEFAULTS AND REMEDIES

Section 801. Events ~f Default A. Each of the following events shall

constitute an “Event of Default” with respect to the Bonds.

(A) If default occurs in the due and punctual payment ofthe principal of or
interest on any Bonds, including the Prior Bonds and the Bonds issued herewith.

(B) If default occurs in the Issues’s observance of any of the covenants,

amentsorconditionsonitspanrelatingtotheBondssetfotthin this Resolution,
any Supplemental Resolution or the Bonds and such default shall have continued for

a period of 30 days after the Issuer shall have been given written notice of such

default by the Government, the Depositoiy Bank, the Bond Registiar, any Paying
Agent or a Registered Owner ofa Bond;

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

America;

(D) If a default occurs with respect to the Prior Bonds; or

(E) The use on any proceeds of this Bond for a pwpose that will conmbute

to excessive erosion of highly erodible lands or to the conversion of wetlands to

produce an agncultural commodity.

Section 802. Remedies Upon the happening and continuance of any Event,
of Default, any Registered Owner of a Bond may exercise any available remedy and bring
any appropriate action, suit or proceeding to enforce his rights and, in particular, (i) bring
suit for any unpaid principal or interest then due, (ii) by mandamus or other appropriate
proceeding enforce all tights of such Registered Owners including the right to require the

)
Issuer to perform its duties under the Act and this Resolution relating thereto, including but

not limited to the making and collection of sufficient rates or charges for services rendered

by the System, (iii) bring suit upon the Bonds, (iv) by action at law or bill in equity require
the Issuer to account as if it were the mastec of an express tiuss for the Registered Owners
of the Bonds, and (v) by action at law or bill in equity enjoin any acts in violation of the
resolution with respect to the Bonds, or the rights of such Registered Owners.

Section 803. Appointment QfReceiveT. Any Registered Owner of a Bond

may, by proper legal action, compel the performance of the duties of the Issuer under this
Resolution and the Act, including, after commencement of operation of the System, the

making and collection of sufficient rates and charges for services rendered by the System and
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segregation of the revenues therefrom and the application thereof. If there be any Event of

Default, with respect to the Bonds, the Registered Owne, shall, in addition to all other
remedies or rights, have the right by apprupuate legal proceedings to obtain the appointment
ofa receiver to administer the System or to complete the acquisition and consmictron of the

Project, or both, 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

pa~ineu1 ofthe Bonds and any interest thereon and the deposits into the funds and accounts.

) herein provided and to appiy such rates, rentals, fees, charges or other revenues in

conformity with the provisions of this Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents and

attorneys, enter into and upon and take possession of all facilities ofthe System and shall

hold, operate and maintain, manage and conifol 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 itselfnught do.

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution for Reserve, Sinking or other funds and upon any other

obbgauons and interest thereon having a charge, lien or encumbrance upon the revenues of

the System shall have been paid and made good, and .11 defaults under the provisions of this

Resolution shall have been cured and made good, possession of the System shill be
surrendered to the Issuer upon the entry of an order of the court to that effect. Upon any
subsequent Event of Default, any Registered Owner of Bonds issued pursuant to this

) Resolution shall have the same right to secure the further appointment of a receiver upon any
such subsequent default.

Such receiver, in the performance ofthe powers hereinabove confelTed upon.
him, shal: be under the direction and supervision ofthe 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 reslnct the jurisdiction of such cowl 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 Bonds issued pursuant to this Resolution. Such receiver shall have no power to

sell, assign, mortgage or otherwise dispose of any assets of any kind or character belonging
or pertainmg to the System, but the authority of such receiver shall be limited to the

possession, operation and maintenance ofthe System, for the sole purpose ofthe protection
of both the Issuer and Registered Owners, and the curing and making good of any default
wider the provisions of this Resolution, and the title to and ownership of said System shall
remain in the issuer, and no court shall have any jurisdiction to enter any order or decree
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pennimng or requiring such receiver to sell, mortgage, or otherwise dispose of any assets of

the System.

Section 804. Remedies ~ Fzi~ Bondc The exercise of any remedy set forth

in Sections 7.02 and 7.03 above shall recognize and protect the parity rights ofthe owners

of the Prior Bonds.



ARTICLE DC

INVESTMENTS

Section 9~0I. lnvecnn~ Unless otherwise directed by the Govemmeni~, airy

moneys held as span of the funds and accounts created by this Resolution, other than the

Revenue Fund, shall be invested and reinvested by the Commission or the Depository Bank,
as the case may be, at the wnuen direction ofthe Issuer in any Qualified Investments to the

fullest extent possible under applicable laws, this Resolution, the need for such moneys for

the purposes set forth herein and the specific resthctions and provisions set forth in this

Section.

Except as specifically provided herein, any investment shall be held in and at

all times seemed a pall ofthe fund or account in which such moneys were originally held,
including but not limited to those in the Construction Trust Fund, and used for the purpose
of such fund or account. The interest accruing thereon and any profit or loss realized from
such investment shall be credited or charged to the appropriate fund or account. The

investments held for any fund or account shall be valued at the lower ofcost or then cunerit

market value, or at the redemption price thereof if then redeemable at the option of the

Owner, including the value of accrued interest and giving effect to the amortization of

discount and investinents in the “consolidated fund” of the West Virginia Board of

Investments shall be valued at par. The Commission or the Depository Bank, 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 Iiqwdaiion. Such Depository Bank may make

any and all investments permitted by this Section through its own bond department and shall

not be responsible for any losses from such investments, other than for its own negligence
or viliful misconduct.

The following specific provisions shall apply with respect to any investments

made under the section:

P A. Qualified Investments acquired from the Reserve Accounts shall have
maturities or be subject to redemption at the option ofthe Holder within five (5) years from

the date of acquisition.

B. Qualified Investments acquired for the Depreciation Fund shall have

inanirrues or be subject to redemption at the option ofthe Holder within ten (30) years from
the date of acquisition.

C. Qualified Investments may be purchased for the Reserve Accounts
either in the open market or from the Construction Trust Fund~ If so purchased from the

p
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Consmicüon Trust Fund, such Qualified Investments shall be purchased at a price equal to

their original purchase price plus accrued interest.

)

p

)
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ARTICIP X

MISCELLANEOUS

Section 10.01 ModfficanonQrAmendment. Except as provided in Section

7.1$, no material modification or amendment of this Resolution, or of any resolution

amendatory or supplemental hereto that would materially and adversely affect the respective
rights of Owners of the Bonds shall be made without the consent in writing ofthe Owners

of66-2/3 percent or more in principal arnowit ofthe Bonds so affected and then Outstanding;
provided,thatnochangesallbemathenuayofaryBondorBondsortherateof
interest thereon, or in the principal amount thereof; or affecting the unconditional promise.
ofthe Issuer topsy such principal and interest out of the Net Revenues ofthe System without

the consent ofthe respective Owner thereof No amendment or modification shall be made
that would reduce the percentage ofthe principal amount of Bonds respectively, required for

consent to the above-permitted amendments or modifications.

Section 10.02. Severability afInvalid Provic,on~ Ifany section, paragraph,
clause or provision of this Resolution shall be held invalid, such invalidity shall not affect

any of the remaining provisions of this Resolution, any Supplemental Resolution or the
Bonds.

Section 10.03. Table gf Contents~ Headings The Table ofContents 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 1004. Repeal ~f Conflicting Resolutions All resolutions and orders,
or pans thereof, in conflict with this Resolution are, to the extent of such conflict, repealed;
provided, that no provision of Govenunent Form 1942-47 or the Prior Resolutions shall be

repealed hereby.

Section 1005. Covenant ~ffl~ Procedure The Icsww covenants that all acts,
conditions, things and procedures required to exist, to happen, to be performed or to be taken

precedent to and in the adoption of this Resolution do exist, have happened, have been

performed and have been taken in regular and due tune, form and maimer as required by and
in full compliance with the laws and Constitution of the State of West Virginia applicable
thereto; and that the Chairman, Secretary and members ofthe Governing Body were at all

times when any actions in connection with this Resolution occurred, and are, duly in office
and duly qualified for such office.

Section 1006. Satisfaction and Dicchargr If the Issuer shall pay or cause to

be paid, or there shall otherwise be paid, to the Holders of all Bonds, the principal of and
interest due or to become due thereon, at the times and in the manner stipulated therein and
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in this Resolution, then the respective pledges of Net Revenues, and other moneys and

secunnes pledged tmder this Resolunon, and all covenants, agreements and other obliganons
of the Issuer to the Bondholders shall thereupon cease, terminate and become void and be

discharged and satisfied. Any payment must comply with the tenns of the Letter of

Conditions and any Government regulations.

Section 101Q7. EffecnyiQ~ This Resolution shall take effect immediately
upon its adoption.

Adopted this 26th day of June, 1997.

GAULEY RIVER PUBLIC SERVICE DISTRICT

P~~A~I~
(SEAL) Chamnan, Public Service ~ard

If
ember. Public Service oard

Member, Public SeMce Board

I

I
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CERTIFICA11ON

Cerüfied as a ~ue copy of a Resolution adopted by the Public Service Board

of Gauley River Public Service Dismct on the 26th day of June, 1997.

SEAL]
•

cretary, Public Service Board

)
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EXHIBIT A

PROJECT DESCRIPTION

The Distnct proposes to consthict approximately 16,000 feet of 8-inch, 14,600
feet of 6.inch and 8,000 feet of 2-inch water lines, 4,000 feet of service line, hydrants,
meters, valves, a booster station and a water storage tank, all which constitute water line

extensions to the ereas of Jodie, Beech Glen, Rich Creek and Swiss in Fayette and Nicholas
Counties.

)
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EXHIBITB
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MEMORANDUM OF UNDERSTANDING

WEST VIRGINIA DIVISION
OF ENVIRONMENTAL PROTECTION -

and

GAULEY RIVER

PUBUC SERVICE DISTRICT

WHEREAS the West Virginia Division of EnVIrOnmeIrtaI Protectio~ (WVDEP) is

charged with the reclamation of lands and waters affected by the adverse effects of coal naming

activities which took place prior to August 3, 1977, pursuant to Title IV of Public Law 93-87,

as amended, and West Virginia Code fi 222-1 to .9(1994); and

WHEREAS %I has been determined that the degradation of the ware: supply in the area

of Jodic, Beech Glen, and Rich Creek in Fayette County. West Virguua has been caused in

pan by coal mining activities which wok place prior to August 3, 1977; and

WHEREAS Gauley River Public Service District (GRPSD) and WVDEP are desirous

• of abating said effects b~ constructing water supply line extension facilities; and

WHEREAS WVDEP has lWads available to assist in the construction and completion

of said water supply line facilities; and

WHEREAS WVDEP and GRPSD are willing to cooperate in compIeti~ a project

entitled Gauley River Public Service Water Line Extemton which will bring domestic water

service to approximately 320 resIdents In the Jodic, Beech Glen, and Rich Creek areai;
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NOW, T1~EEFORE, WVDEP and GRPSD enter thin this Memorandum of

Understanding (MOU) this day of
, 1997, settIng forth the

agreed terms and conditions tinder which said project shall be accompllsh~d

SECTION 1

PROJECT LOCATION

The center of the project Is at north Latitude 37S 13’ 44’ and west Longitude 81’ 08’

53’. Ic includes approxImately 310 resldenti in the cotni’~nthles of Jothe and Beech Glen and

in the Rich Creek ares. ~ attached map masked as Attachment ‘A and by reference

incorporated herein.)

SECTION II

NEED FOR TUE PROJECT

I

The primary source of water for domestic use In the cwnntunhles of Jodle and Beech

Glen and the Rich Creek area ii ground water, the quality of which 1s~iy poor. Many

residents UI this area Ire compelled to buy their water and wash clothes in nearby towns.

The main water pollution problems affecting d~se res4snts ate red waxer, bard water.

and Iron water. The wstex stains fixtures and clothing and baa an odor and a bad taste. Out of

201 residents Mewed, 80.6 percent want a public water system In the area. The

interviews also showed that the waler quality CO”~Pllln~$ ~U foflowa: 682 p~g~

complained that the water Is rdd or baa high Iron concein 57.7 percent co~p)ained that It
I

sums fixnam and clothes; 31.7 p~&nL ped ~7 hips hard Water; 37.3 prcatd

2
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complained that the water his an odor; and 80 percent uld that the water his a bad zeate.

Such complaints are typical of waters that have been degraded by mining activity.

Chemical analysis data from $ feulbility report conducted by GA! Consultants, Inc.

(OA~, Indicated that excessive levels of hon have been found In existing water sources In this

area. High Iron levels can be Indicative of water supply degraded by‘ activity, Other

water quality parameters examined by GA! also inthcate that the quality of the extacing water

sources has been adversely affected by mining. Thus, ii has been established chat the pound

waler in the conmmnitsei of Jodle and Beech Glen and the area ofRich Creek is substandard

for drinking and other pwpoies and that It poses a health hazard for those citizens who muss

drink Ii.

A major cause of the degraded WI that historic and I~cence coal mining activities

have occurred within the cotsununitfes of Jodie sod Beech Glen and th. area of Rich Creek.

The history of mining in these communities began and ended pre-1977.

SECTION 10

SCOPE OF WORK

1. The work will generally consist of the ~xtenslon of Gauley River Public Service

District lines from the cast portion of Belva along State Route 39,4.1 miles up Gauley River,

1.7 miles up Rick Creek, and 2.4 miles up Linle Elk Creek. The work will include the

installation of approximately 26,500 feCt of eight inch (8’) PVC pipe and 3,360 fees of six

inch (6’) PVC pipe. The proposed facilities will consist of approximately 39,750 lineal feet of

3
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water main and service line with associated appwsenances and fittIngs, 223 water meters for

residential service, one water storage tank, and a water booster eririon.

2. dPd~ iaa4 ~p.o.ibWr~ “~ p.ai~.~Uthe sesnçtP*d -

faciiitiet ahali pan so ~aulay Ri~. PLU~ &~vI~ ~t ~.,sa seaplailsi af the projeeL

SECTiON IV

CONSTRUCTION MONITORING

1. Is is understood and speed that without prior approval from WVDEP. ORPSD

shall not commence connics bidding or Issue the Notice to Proceed.

2. GRPSD agrees to provide Inspection expertise on and of the project u

necessary so maintain sufficient surveillance of the co uction operations and will be

responsible for monitoring quaIlik2U. “sewing subsumed construction Invoices, as well as

overseeing the initiation and processing of change orders (If accepted by WVDEP) In

accordance with established WVDEP procedures. Ii Is understood that WVDEP shall be

contacted In advance of inspections and shall have the cppomanhy to panicipate In Inspections

of construction.
p

3. The WVDEP and the GRPSD representatives shall work together so ensure iha*

the project is constructed according to the approved design plans and speclflcatloni, and In

accordance with die costs agreed to by the bidder that Is awarded d~ project. The G~PSP

will have the authority to review and 1~p1U~w usbmr field changes in the work~ ~ the extent

that said field changes do not constinus a change In the scope of work. The WVDEP will be

4
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fsrnished a copy of all proposad change orders. Prior approval from WVDEP must be

obtained on all change orders that would aubszantctUy inerca.e construction costs.

4. Copies of all Contract Documents, Inspection Reports, Shop Drawings, Plans

and Specifications as well as other such construction related documents shall be provided In a

timely fashion to WVDEP.

SECTION V
lUNDING

1. WVDEP and GRPSD agree to pay the costs of coustniction, based upon a total

estimated construction costs of SI 964.760.00. The GRPSD shall pay $923,437.20 as Its

actual contribution toward the total estimated construction costs associated with this project.

The WVDEP shall pay $1,041,322.80 as Its acutel contribution toward the total estimated

construction costs associated with this project. The WVDEP’s portion of construction coats Is

bases on the proportion of the entire project that is eligible for Abandoned Mine Land Itanding.

2. in the event It appears the total costs of coasmaction wW exceed the estimated

construction costs, the GRPSD shall notify WVDEP. The WVDEP and GRPSD will pay their

respective portions of excess coal if prior approval ofWVDEP was obtained. The WVDEP

sndGRPSDalopayforalliucbcoslssnth.percentlgcsot53Sfo,WVDEP,and47%

for GRPSD.

3. GRPSD agrees to perform and to pay for all the realty and realty rlghts.of.wsy

work associated with the project In accordance with procedures utilized by the WVDEP

$
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Abandoned Mine Lands. Upon request from WVDEP, GRPSD shalt certify that $11 really and

e&ky righisofewsy necessary for this project have been acquired and supply WVDEP v~th the

documents related thereto.

4. ORPSD agrees to be rcspoaibla, at Its cost. (or design of the project, contract

bidding and awarding the contract for the project. It Ii understood and agreed that wid~ur

prior approval from WVDEP. G~PSD shall not commence contract biddlog or issue the

subsequent Notice to Proceed. WVDEP sbiU .l~ø be given seven (7) days advares mtice of

ptccocsDvctlon. progresa and final conferences.

5. GRPSD agrees to. If neersissy, pay for and obtain the Ceniflease of

Convenience and Necessity for the project through the Public Service Commluion of West

Virginia, and all other necessary permits required by law, except shoe, which are required to

be obtained by the consmacdon conu*ctor by the con~acl documents fbi the project. OPPSD

further agrees that all permits. authorIzations and othet ne~eesary approvals will be obtained to

satisfy federal laws and regulations and copies of the same Ilirnished to WVDEP.

SECTION VI

PAYMENTS

GRPSD will pay invokes front the construction contractor for project costs. After

ORPSD has paid such Invoices. GRPSD will submit them to WVDEP fbi pi~ent of

WVDEP’s portion of project costs, per section V, paragraphs I and 2.

I
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SECTION VII

EXTENSION AND TERM~4ATION

ThsMOUiotosndlicffectlve ardapedo4bsg1mth~ggthcdsteofth1s

MOOS 7Yh~ ~o jq~iatal ~nilug -

year ibereaftar. This MOU may be extct~ed upon

— written approval of both panics, or may be terminated prior to c~”c~~na of

construction, by either patty. upon thirty 00) days prior written notice to the other pany.

This project may be subject to the approval of the Public Service Comistln of West

Virginia.

WITNESS the following signature and seals:

JO}1)~CAPFERY, b1t~’tOR
wgt VIRGINIA DiVISION OP
ENVIRONMENTAL PROTECTION

GAULEY RIVER PUBLIC

SERVICE DISTRiCT

By: g~ii ~

Ite.~ #~L4~4..1,O~
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SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO

DATES, iNTEREST RATES, AND SALE PRICES OF THE
GAULEY RIVER PUBLIC SERVICE DISTRICT WATER
REVENUE BONDS, SERIES 1997 A AND SERIES 1997 B,
DESIGNATING A REGISTRAR, PAYING AGENT, AND
DEPOSITORY BANK; S~iTING FORTH REGISTRATION
INFORMATION; APPROVING THE LINE OF CREDIT AND
MAKING OTHER PROVISIONS AS TO THE BONDS;

WHEREAS, the Public Service Board (the NBOard~ ofthe Gauley River Public

Service District (the Distzict) has duly and officially adopted a Bond Resolution on

June 26, 1997 (the ~RcsoIutionN), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN EXTENSIONS,
ADDmONS, BE17ERMENTS AND IMPROVEMENTS TO
THE EXISTING WATERWORKS FACILITY OF THE
GAULEY RIVER PUBLIC SERVICE DISTRICT AND THE

FINANCING OF THE COST, NOT OTHERWISE

PROVIDED, THEREOF, THROUGH THE ISSUANCE BY
THE DISTRICT OF $471,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS AND THE SALE

THEREOF TO THE UNITED STATES DEPARTMENT OF

AGRICULTURE, RURAL UTILITIES SERVICE;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED OWNERS OF SUCH

BONDS; AUTHORIZING A LINE OF CREDIT NOT TO

EXCEED $300,000; PROVIDING FOR THE TERMS AND

PROVISIONS OF SUCH BONDS AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

WHEREAS, the Resolution provides for the issuance of Waler Revenue

Bonds, Senes 1997 A and Water Revenue Bonds, Series 1997 B (collectively, the uBondsl)
of the Gauley River Public Service District in an aggregate pnncipal amount not to exceed

5471,000 ód the sale thereofto the United States Deparm~ent ofAgncuIture~ Rural Utilities

Service (the NRUSW). all in accordance with Chapter 16, A~ticIe 13A, of the Code ofWest

Virg~nia, 1931, as amended (the NActh), and the Resolution, and it is provided that the
interest rates and sale mice ofthe Bonds should be established by a supplemental resolution

and that other matters relating to the Bonds be herein provided for;

WHEREAS, RUS proposes to purchase the Bonds;



WHEREAS, Merchants National Bank ha, offered to extend a line of credit
to the Disuict; and

WHEREAS, the Board ofthe Dismct deems it essential and desirable that this
resolution (the “Supplemental ResoluDonN), be adopted and that the pnce of and the interest

rate on the Bonds be fixed hereby in the manner stated herein; that the line of credit be

approved and that other matters relating to the Bonds be herein provided for

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE
BOARD OF THE GAULEY RIVER PUBLIC SERVICE DISTRICT:

Section 1 Pursuant to the Resolution and the Act, this Supplemental
Resolution is adopted w d(A)there she authorized and ordered to be issued the Oauley
River Public Service District Water Revenue Bonds, Series 1997 A in the principal amount
of $414,000, and the sale thereof to the RUS. The Bond shall be in the form ofone Bond,
shall be dated June 26, 1997, shall mature forty years from the date thereof shall be
numbered AR-I and the principal amount advanced under the Bonds shall bear interest at the

raze of four and one-half per centum (4.5%) per annum. Monthly installments of interest

only on the amounts advanced under the Bonds are payable monthly, conunenciug the 26th

day ofthe month following the month of delivety ofthe Bonds, for the first 24 months after

delivery of the Bonds and thereafter, monthly installments ofprincipa) and interest on the

Bonds~ in the aggregate amount of $1,901, are payable on the 26th day ofeach month, except
that the final installment on the Bond shall be made 40 years from the date ofthe Bond in

the sum of the unpaid principal and interest remaining unpaid on the date thereof. The Bond
is subject to prepayment as set forth in the Resolution;

(B) There is hereby authorized and ordered to be issued the Gauley River
Public Service DiStrict Water Revenue Bonds, Series 1997 8 in the principal amount of

• 557,000, and the sale thereof to RIIS. The Bond shall be in the form of one Bond, shall be
dated June 26, 1997, shall mature forty years from the date thereof~ shall be numbered BR-2
and the principal amount advanced under the Bond shall bear interest at the rate of four and
one-half per centum (4.5%) per annum. Monthly installments of interest only on the

amounts advanced under the Bonds are payable monthly, commencing the 26th day of the

•
month following the month ofdelivery ofthe Bonds, for the fIrst 24 months after delivery
ofthe Bonds and thereafter, monthly installments of principal and interest on the Bonds1 in
the aggregate amount of $262, are payable on the 26th day of each month, except that the
final installment of the Bond shall be made 40 years from the date ofthe Bond in the sum
of the unpaid principal and interest remaining unpaid on the date thereof. The Bond is

subject to prepayment as set forth in the Resolution.

S~ctinn 2 All other provisions relating to the Bonds shall be as provided in
the Resolution and the Bonds shall be in substantially the form provided in the Resolution
with such changes, insertions and omissions as may be approved by the Board of the District.
The execution ofthe Bonds by the atainnan shall be conclusive evidence ofsuch approvaL

-2-



Section 3 The District hereby approves and accepts the offer of the RUS to

purchase the Bonds. The execution and delivery by the Chaisman and Secretary of the
Bonds, and the performance ofthe obligations contained th~ein, on behalfofthe District are

hereby authorized, approved and directed. The pnce of the Series 1997 A Bonds shall be
four hundred fourteen thousand dollars ($4 14,000) and the price ofthe Series 1997 B Bonds
shall be Fifty-seven Thousand Dollars ($57,000) (300% ofpar value). At least Seventy Two
Thousand Three Hundred Ten Dollars ($72,310) (Series 1997A Bonds) and Fifty Seven

Thousand Dollars ($57,000) (Series 199Th Bonds) will be advanced on the date of aosthg
and the remaining purchase price will be advanced to the Dis~ict as needed to pay the Costs
of the Project

Sectioit4 All principal and interest payments on the Bonds will be paid to the

order of the United States Deparnnent of Agnculture at its National Finance Office, 1520

Market Street, St Louis, Missouri 63103.

Sectioii5 The Bonds shall be issued as fWly registered Bonds, both as to

principal and interest, and shall be registered to the United States Department of Agriculture,
Rural Utilities Service, P.O. Box 678, Morgantown, West Virginia 26505.

p

Section 6 The District hereby appoints and designates Merchants National

Bank, Gauley Bridge, West Virginia, as the Depository Bank, as provided in the Resolution.

Section1 The District hereby appoints and designates Merchants National

Ban1~ Montgomeiy, West Virgizua, as Registrar for the Bonds as provided in the Resolution.

Secnon8 The line of credit in the amount of $300,000 from Merchants

National Bank (the “Line of Credit”) is hereby approved pursuant to the terms of the Line

of Credit A&eemein and the Chairman and Secretary are hereby authorized to sign the Line

of Credit Agreement and all other documents related to the Line of Credit

Section 9 The Chairman and the Secretary are hereby authorized and directed

to execute and deliver such other documents and certificates required or desirable in
connection with the Resolution, the RUS financing and the Line of Credit

P Section 10 The financing ofthe Project by the Bonds is in the public interesI~,
serves a public purpose ofthe Disntct and will promote the health, welfare and safety of the

• residents of the District.

.3-
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Section 11 This Supplemental Resolution shall be effective immediately upon
adoption.

Dated: June 26, 1997.

A!~AaJJ~. 9L7
Chauman

(SEAL)

57016
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GAULEYRIVER PUBLIC SERVICE DISTRICT

RESOLUTIONAUTHORIZINGThEACQUISiTIONANDCON~UCflON

OFCERTAINIMPROVEMENTS AND EXTENSIONSTOTHEEXiSTING

PUBLIC WATER FACILITIES OF GAULEY RIVER PUBLIC SERVICE

DISTRICT’ AND ThE FINANCING OF THE COST THEREOF, NOT

OTHERWISEPROVIDED,THROUGHTHEISSUANCEBYTHEDISTRICF

OFNOTMORETHAN$1,623,000INAGGREGATEPRINCIPALAMOUNT

OF WATER REVENUE BONDS, SERIES 2005 A (UNiTED STATES

DEPARTMENTOFAGRICULTURE); PROVIDINGFORTHERIGHTSAND

REMEDIES OF AND SECURITY FOR THE REGISTERED OWNERS OF

SUCH BONDS; AUTHORIZING THE SALE AND PROVIDING FORTHE

TERMS AND PROVISIONS OF SUCH BONDS AND ADOPTING OTHER

PROVISIONS RELATING THERETO.

BEifRESOLVEDBYTHEPUBLIC SERVICEBOARDOFGAULEYRiVERPUBLIC

SERVICE DISTRICT:

ARTICLEI

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

section 1.01. Definitions The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

“Act” means Chapter 16, Article 13A of the Code of West Virginia, 1931, as

amended and in effect on the date of adoption of this Resolution.

“Bond Registrar” means the Issuer, which shall so serve by the Secretary of the
Issuer.

“Bonds” means, collectively, the Series 2005 A Bonds, the Prior Bonds and any

Parity Bonds hereafter issued within the terms, restrictions and conditions contained in this

Resolution.

“Chairperson” means the Chairperson ofthe Governing Bodyofthe Issueror any
temporary Acting Chairperson duly elected by the Governing Body.
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“Closing Date” means the date upon which there is an exchange of the Series

2005 ABondsforalloraportionoftheproceedsoftheSenes2005ABonds.

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

“Consulting Engineers” means Pentiec, Incorporated, Princeton, WestVirginia,
or any engineer or finn of engineers, Licensed by the State, which shall at any time hereafter

be retained by the Issuer as Consulting Engineers for the System in accordance with Chapter
50, Article 1 of theCode of West Virginia, 1931, asamnended.

“Costs” or “Costs of the. Project” means those costs described in Section

I .03E hereof to be a part of the cost of acquisition and construction of the Project.

“Depositomy Bank” means the bank or banks desigrat~1 as such in the

Supplemental Resolution and any successors and assigns, which shall be a member of FDIC.

“Depreciation Account~’ means the Depreciation Account established by the

Prior Resolutions and continued by Section 5.01 hereof.

“FDIC” means the Federal Deposit Insurance Corporation and any successor to

the functions thereof.

“First Lien Bonds” means, collectively, the Series 1986 A Bonds, the Series

1993 Bonds, the Senes 1997 A Bonds and the Semies 1997 B Bonds, all as hereinafter defined.

“Fiscal Yea?’ means each 1 2-month period beginning on July 1 and ending on
the succeeding JuA~c 30.

“Governing Body” or “Board” means the public service board of the Issuer, as

is now or may hereafter be constituted.

“Government” means the United States of America, United States Department
of Agriculture, Rural Utilities Service, which is expected to be the original purchaser of the
Series 2005 A Bonds.

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

America.

“Gross Revenues” means the aggregate gross operating and non-operatii~g
revenues of the System, as hereinafter defined, determined in accordance with generally
M041443$J 2



accepted accounting principles, after deduction of prompt payment discounts, if any, and

reasonable provision for uncollectible accounts; provided, that “Gross Revenues” does ngt

include any gains from the sale orotherdisp sition of, or (mm any increase in the value of,

capital assets (including Qualified Investments, as hereinafter defined) or any Tap Fees, is

hereinafter defined.

“Independent Certified Public Accountants” means any certified public
accountant or firm of certified public accountants that shall at any time hereafter be retained

by the Issuer to prepare an independent annual or special audit of the accounts of the System
or for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.

“Issuer” means Gauley River Public Service District, a public service district.

public corporation and political subdivision of the State in Fayette County, operating the

System in Fayette, Nicholas and Clay Counties, West Virginia, and includes the Governing
Body.

“Letter of Conditions” means, collectively, the Letter of Conditions from the

Government dated June 20, 2003, and all amendments thereto.

“Net Revenues” means the balance of the Gross Revenues, remnining after

deduction of Operating Expenses, as hereinafter defined.

“Operating Expenses” means the reasonable, proper and necessary costs of

repair. maintenance and operation of the System as hereinafter defined and includes, without

limiting the generality of she foregoing, administrative, engineering, legal, auditing and

insurance expenses, fees and expenses of fiscal agents, depository banks, registrars. paying

agents and mIstees~ other than those capitalized as pan of the Costs, payments to pension or
retirement funds, taxes and such other reasonable operating costs and expenses as should

normally and regularly be included under generally accepted accounting principles; provided,
that “Operating. Expenses” does not include payments on account of the principal of Or

redemption premium, if any, or interest on the Bonds, charges for depreciation, losses from

the sale or other disposition of, or from any decrease in the value of~, capital assets,

amortization of debt discount or such miscellaneous deductions as ate applicable to prior
accounting periods.

ss()u~ing,~ when used with reference to Bonds and as ofany particular datr
describes all Bonds theretofore and thereupon being authenticated and delivered except (I) any
Bond canceled by the Bond Registrar at or prior to said daw, (ii) any Bond for the payment of

which moneys, equal to its principal amount and redemption premium, if applicable, with

interest to the date of maturity or redemption shall be in trust hereunder and set aside for such

payment (whether upon or prior to maturity); (iii) any Bond deemed to have been paid as
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provided in Section 10.01 hereof; and (iv) for purposes of consents, notices or other action

by a specified percentage of Registered Owners, any Bonds registered to the Issuer.

“Parity Bonds” means the Parity Bonds issued under the provisions and within

the limitations prescribed by Section 7.07 hereof.

“Prior Bonds” means, collectively, the Issuer’s (1) Waterworks Revenue Bonds,
Series 1986, dated May 9, 1986, issued in the original principal amount of $123,230; (ii)
Supplemental Subordinate Waterworks Revenue Bonds, Series 1986, dated May 9, 1986,
issued in the original principal amount of $61,350; (iii) Water Revenue Bonds, Series 1993,
dated March 17, 1993, issued in the original principal amount of $1,600,000; (iv) Water

Revenue Bonds, Series 1997 A, dated June 26, 1997, issued in the original principal amount
of $414,000; and (v) Water Revenue Bonds, Series 1997 B, dated June 26, 1997, issued in the

original principal amount of $57,000.

“Prior Resolutions” means, collectively, the resolutions of the Issuer adopted
April 30, 1986, March 17, 1993, and June 26, 1997, authorizing the Prior Bonds.

•$~j~fl means the acquisition and construction of certain extensions,

additions, betterments and improvements to the System, a description of which is attached

hereto as Exhibit A and incorporated herein by reference.

S&J15(fl means the Public Service Commission of West Virginia and any
successor to the functions thereof.

“PSC Order” means, collectively, the final order or orders ofthe PSC, granting
the Issuer a certificate ofconvenience and necessity to construct the Project and approving the
financing for the Project and the rates of the System.

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

(a) Government Obligations;

(b) Government Obligations which have been stripped of their unmatured

interest coupons, interest coupons stripped from Government Obligations, and receipts or

certificates evidencing payments from Government Obligations or interest coupons stripped
from Government Obligations;

(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 Authoiity or
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Washington Metropolitan Area Transit Authonty

(4) Any bond, debenture, note, paiticipanon certificate or other similar

obligations issued by the Federal National Mortgage Association to the extent such obligation
is guaranteed by the Government National Mortgage Associationor issuedby any other federal

agency and backed by the full faith and credit of the United States of America;

(e) Time accounts (including accounts evidenced by time certificates of

deposit, time deposits or other similar banking arrangements) which, to the extent not insured

by the FDIC or Federal Savings and Loan Insurance Corporation, shall be secured by a pledge
ofGovernment 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;

(1) Money market funds or similar funds whose only assets are investments

of the type descnbed in paragraphs (a) through (e) above;

(g) Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (e) above, with banks or national banking associations

which are members ofFDIC or with government bond dealers recognized as primary dealers

by the Federal Reserve Bank of New York, provided that said investments securing said

repurchase agreements either must mature as nearly as practicable coincident with the mizurity
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

provide4 f~jher that the owner of such repurchase agreement shall have a prior perfected
security interest in the collateral therefor. must have (or its agent must have) possession of
such collateral; and such collateral must be free of all claims by third parties;

(h) The West Virginia “consolidated fund” managed by the West Virginia
Investment Management Board pursuant to Chapter 12, Article 6 oftheCode ofWest Virginia,
1931, as amealed; and

(1) 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 Mood~s Investors Service, Inc. or Standard & Poo?s Corporation.

“Regi dOwner” or any similar term whenever used herein with respect to

an outstanding BondorBonds, means the person in whose name such Bond is registered.

“Renewal and Replacement Fund” means the Renewal and Replacement Fund
established by the Prior Resolutions and continued by Section 5.01 hereof.
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“Reserve Accounts” means, collectively, the respective reserve accounts of the

Series 2005 A Bonds and the Prior Bonds.

“Reserve. Requirements” means, collectively, the respective reserve

requirements of the Series 2005 A Bonds and the Prior Bonds.

“Resolution” means this Bond Resolution and all orden and resolutions

supplemental hereto or amendatory hereof.

“Revenue Fund” means the Revenue Fund established by the Prior Resolutions

and continued by Section 5.01 hereof.

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

“Series 1986 A Bonds” means the Issuer’s Waterworks Revenue Bonds, Series

1986, dated May 9, 1986, issued in the original principal amount of $123,230.

“Series 1986 B Bonds” means the Issuer’s SuppLemental Subordinate

Waterworks Revenue Bonds, Series I 986, dated May 9,1986, issued in the oiiginal principal
amount of $61,350.

“Series 1993 Bonds” means the Issuer’s Waler Revenue Bonds, Series 1993,
dated March 17, 1993, issued in the original principal amount of $1,600,000.

“Series 1997 A Bonds” means the Issuer’s Water Revenue Bonds, Series 1997

A, dated June 26, 1997, issued in the original principal amount of $414,000.

“Series 1997 B Bonds” means the Issuer’s Water Revenue Bonds, Series 1997

B, dated June 26, 1997, issued in the original principal amount of $57,000.

“Series 2005 A Bonds” means the Water Revenue Bonds, Series 2005 A

(United Stales Department of Agriculture), of the Issuer, authorized to be issued hereby.

“Series 2005 A Bonds Construction Trust Fund” means the Series 2005 A

Bonds Construction Trust Fund established by Section 5.01 hereof.

“Series 2005 A Bonds Reserve Account” means the Series 2005 A Bonds

Reserve Account established by Section 5.02 hereof.

“Series 2005 A Bonds Reserve Requirement” means, as of any date of
calculation, the maximum amount of principal and interest which will become due on the
Series 2005 A Bonds in the then current or any succeeding year.
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“Series 2005 A Bonds Sinking Fund” means the Series 2005 A Bonds Sinking
Fund established by Section 5.03A(2) hereof.

“Sinking Funds” means, collectively, the respective sinking funds ofthe Series

2005 A Bonds and the Prior Bonds.

“State” means the State of West Virginia.

“Supplemental Resolution” means any resolution of the Issuer supplementing
or amending this Resolution and, when preceded by the article “the,” refers specifically to the

Supplemental Resolution authorizing the sale of the Series 2005 A Bonds; provided, that any

matter intended by this Resolution to be included in the Supplemental Resolution with respect
to the Series 2005 A Bonds and not so included may be included in another Supplemental
Resolution.

“Surplus Revenues” means the Net Revenues not required by this Resolution to

be set aside and held for the payment of or security for the Series 2005 A Bonds and the PriOr

Bonds, including the Sinking Funds, the Reserve Accounts, the Renewal andReplacement Fund
and the Depreciation Account

“System” means the complete public service properties of the Issuer for the

diversion, development, pumping, impounding. treatment, storage, distribution or furnishing
of water to or for the public for industrial, public, private or other uses as presently existirig
in its entirety or any integral part thereof, and shall include the Project and any additions,

improvements and extensions thereto hereafter constructed or acquired for the System from

any sources whatsoever.

‘Fap Fees” means the fees, if any, paid by prospective customers ofthe System
in order to connect thereto.

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

Words importing singular number shall include the plural number in each case and vice versa;

words importing persons shall include firms and corporations; and words importing the

masculine, feminine or neutral gender shall include any other gender; and any requirement for

execution or attestation of the Bonds or any certificate or other document by the Chairperson
or the Secretary shall mean that such Bonds, certificate or other document may be executed

or attested by an Acting Chairperson or Acting Secretary.

Section. Authority fg~ thu Resolution This ResolutiOn is adopted
pursuant to the provisions of the Act and other applicable provisions of law.

Section 1.03. Flnding3 It is hereby found, determined and declared as follows:
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A. The Issuer is a public service district, public corporation and political
subdivision of the State in Fayette County of said State. The Issuer presently owns and

operates a public water system in Fayette, Nicholas and Clay Counties. However, the Issuer

deems it necessary and desirable for the health, welfare and safety of the inhabitants of the

Issuer that there be acquired and constructed the Project, in accordance with the plans and

specifications prepared by the Consulting Engineer, which plans and specifications have been

approved by the Government and the Issuer.

B. The Issuer intends to permanently finance a poition of the costs of

acquisition and construction of the Project through the issuance of its revenue bonds to the

Government.

C. The estimated maximum cost of acquisition and construction of the

Project is $5,910,150, of which $1,623,000 will be obtained from the Series 2005 A Bonds,

$3,533,310 will be obtained from a grant from the Government and $753,840 will be obtained

from an Abandoned Mine Lands Grant

D. The estimated revenues to be derived in each year after completionofthe

Project from the operation of the System will be sufficient to pay all Operating Expenses of
the System, the principal of and interest on the Prior Bondsand the Series 2005 A Bonds and

to make payments into all funds and accounts provided for in this Resolution and the Prior

Resolutions.

E. It is deemed necessary for the Issuer to issue the Series 2005 A Bonds

in the aggregate principal amount of not more than $1,623,000, to permanently fuwice a

portion of the costs of acquisition and construction of the Project. Such costs shall be

deemed to include the cost of acquisition or construction of any public service properties and

any improvements and extensions thereto, the cost of all property rights, casements and

franchises deemed necessary or convenient therefor interest on the Series 2005 A Bonds

prior to and during acquisition or construction and for six months after completion of

acquisition or construction of the Project; engineering and legal expenses; expenses for.

estimates ofcosts and revenues; expenses for plans, specifications and surveys;otherexpenses
necessary or incident to determining the feasibility or practicability of the enterprise,
administrative expense and such other expenses as may be necessary or incident to the

financing herein authorized, the acquisition or construction of the Project and the placing of
the same in operation, and the performance of the things herein required or permitted, in

connection with any thereof.

F. TheSenes2005ABondsshallbeissuedonaparitywiththeFtraiLien
Bonds and senior and prior to the Series 1986 B 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 2005 A Bonds, the Issuer will obtain (1) the certificate of an Independent Ceitified

M041443t1 8



Public Accountant stating that the parity and coverage tests of the First Lien Bonds have been

met (2) the written consent of the Registered Owners of the First Lien Bonds to the issuance

of the Series 2005 A Bonds on a parity with the First Lien Bonds; and (3) the written cOnsent

of the Registered Owners of the Series 1986 B Bonds to the issuance of the Series 2005 A

Bonds on a senior and prior basis to the Series 1986 B Bonds. Other than the Prior Bonds,

there are no outstanding bonds or obligations of the Issuer which aie secured by revenues or

assets of the System.

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

H. IiisinthebestinterestsofthelssuerthattheScries200iABondsbe

sold to the Government pursuant to the terms and provisions of the Letter of Conditions.

I. The Issuer has complied with all requirements ofWest Virginia law and
the Letter ofConditions relating to authorization ofthe acquisition, onstniction and operation
of the Project and issuance of the Series 2005 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 Infrastnacture and JobS Development Council and the

obtaining of the PSC Order, the time for rehearing and appeal ofwhich has expired or will have
been waived prior to the issuance of the Series 2005 A Bonds.

SectionL04. Resolution Constitutes Contract In consideration of the

acceptance of the Series 2005 A Bonds by those who shall be the Registered Owners of the

same from time to time, this Resolution shall be deemed to be and shall constitute a contract

between the Issuer and such Registered Owners, and the covenants and agreements herein sçt
forth to be performed by the Issuer shall be for the equal benefit, protection and security of
the Registered Owners of any and all of such Bonds, all of which shall be of equal rank and

without preference, priority or distinction between any one Bond and any other Bonds by
reason of priority of issuance or otherwise, except as expressly provided therein and herein.
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ARTICLE1I

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF PROJECT

Section 2.01. Authorization gf Acquisition ~gg Construction QlPmject. There

is hereby authorized and ordered the acquisition and construction of the Project, at an

estimated cost of not to exceed $5,910,150, in accordance with the plans and specifications
prepared by the Consulting Engineers, approved by the Government and the Issuer and

heretofore filed in the office of the Governing Body. The proceeds of the Series 2005 ~

Bonds shall be applied as provided in Aiticle VI hereof. The Issuer has received bids and will

enter into contracts for the acquisition and construction ofthe Project, which are in an amount

and otherwise compatible with the financing plan submitted to the Government

MG$14431J 10



ARTICLE

AUThORIZATION, TERMS, EXECUTION,

REGISTRATION AND SALE OF BONDS

~ççtion 3.01. Authorization QfBonds For the purposes ofpaying a portion of
thecostsoftheProjectandpayingtheCOStsOfiSSuaflCeOfthcSerieS2005ABOfldSafld
related costs, there shall be and hereby arc authorized to be issued negotiable Series 2005 A

Bonds of the Issuer. The Series 2005 A Bonds shall be issued as a single bond, designated
“Water Revenue Bonds, Series 2005 A (United States Department of Agriculture),” in the

aggregate principal amount of not more than $1,623,000, and shall have such terms as are set

forth hereinafter or in the Supplemental Resolution.

~ççtion 3.02. TermsgfBonds The Series 2005 A Bonds shall be issued in such

principal amounts; shall bear interest at such rate or rates, not exceeding the legal maximum

rate, payable monthly on suchdates shall mature on such dates and in such amounts; and shall

be redeemable, in whole or in part, all as the Issuer shall prescribe in the Supplemental
Resolution or as specifically provided in the Series 2005 A Bonds.

The Series 2005 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, shall be payable as provided
in the Bond form hereinafter set forth, and shall have such other terms not inconsistent with

this Resolution, as shall be set forth in the Supplemental Resolution and such Bond form.

~çtion 3.03. Execution ~fBonds The Series 2005 A Bonds shall be executed
in the name of the Issuer by the manual or facsimile signature ofthe Chairperson, and the seal

of the Issuer shall be impressed thereon and attested by the manual or facsimile signature of
the Secretary. In case any one or more ofthe officers who shall have signed or sealed any of

the Bonds shall cease to be such officer of the Issuer before the Bonds so signed and scaled

have been actually sold and delivered, such Bonds may nevertheless be sold and delivered as

herein provided and may be issued as if the person who signed or sealed such Bonds had not

ceased to hold such office. Any Bonds may be signed and scaled on behalf of the Issuer by
such person as at the actual time of the execution of such Bonds shall hold the proper office

in the Issuer, although at the date of such Bonds such person may not have held such office or

may not have been so authorized.

Section 3.04. Negotiability. Transfer~ Registration The Series 2005 A

Bonds shall be and have all the qualities and incidents of negotiable insthiments under the

Uniform Commercial Code ofthe State, but the Bonds, and the right to principal ofand stated
interest on the Bonds, may only be transferred by transfer of the registration thereof upon the

booksoftheBondRegistrar,bythepartyinwhosenameitisregistered,inpersonorby
Moq4431.1 11



attorney duly authorized in writing, upon surrenderofthe Bonds for cancellation, accompanied
by delivery ofa written instnuncnt oftransfer, duly executed in a form acceptable to the Bond

Registrar.

Whenever the Series 2005 A Bonds shall be surrendered for registration of

transfer, the Issuer shall execute and deliver a new Bondor Bonds in authorized denominations,
for a like aggregate principal amount TheBondRegistrar shall require the payment by the new

ownerrequesting such transferofanytaxorother governmental charge required to be paid with

respect to such transfer.

No registration of transfer of the Series 2005 A Bonds shall be permitted to be

made after the ~ 5’~ day next preceding any installment payment date on the Bonds.

The Issuer shall be the Bond Registrar and will keep, or cause to be kept by its

agent, at its office, books for the registration and transfer of the Series 2005 A Bonds and,

upon presentation for such purpose, the Bond Registrar shall, under such reasonable

regulations asit may prescribe, register the Bonds initially issued pursuant hereto and register
the transfer, or cause to be registered by its agent, on such books, the transfer of the Bonds as

hereinbefore provided.

The Bond Registrar shall accept the Series 2005 A Bonds for registration o
transfer only If ownership thereof is to be registered in the name of the Government, afl

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 sculor and

beneficiaries of each trust and the federal employer identification number and date of each

Ulmst 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 2005 A 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 2005 A Bonds shall be registered in the name of the United States of

America, the address of the Unitei States of America for registration purposes shall be

National Finance Office, 1520 Market Street, St. Louis, Missouri 63103, or such othet

address as shall be stated in writing to the Issuer by the United States of America.

SectionJ.05. Bonds Mutilated. Destroyed. Stolen g~ Li~I. In case any Series
2005 A Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its

discretion, issue anddelivera newBondofthesameseriesandofliketenoras the Bonds so

mutilated, destroyed, stolen or lost, in exchange and substitution for such mutilated Bond, upon
surrender and cancellation ofsuch mutilated Bond, or in lieu ofand substitution for the Bond

destroyed, stolen or lost, and upon the Registered Owner’s furnishing the Issuer proof of

ownership and satisfactory indemnity and complying with such other reasonable regulations
and conditions as the Issuer may prescribe and paying such expenses as the Issuer may incur.
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All Bonds so surrendered shall be canceled 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 3.06. Bonds ng~ k Indebtedness ~fik Issuer The Series 2005 A

Bonds shall not, in any event, be or constitute an indebtedness ofthe Issuer within the meaning
of any constitutional or statutory provision or limitation, but shall be payable solely from the

Net Revenues derived from the operation of the System, as herein provided. No Registered
Owner of the Series 2005 A Bonds shall ever have the right to compel the exercise of the

taxingpowerofthelssuer, ifany,topaytheSenes2005 ABondsortheintcrestthcreon.

Section 3.07. Bonds Secured ~ l~1edgc 21~ Revenues: J~icn Position wii~
respect ~ Prior Bonds The payment of the debt service of the Series 2005 A Bonds shall be

seredbyafirstlienontheNetRevenuesonaparitywiththdlienontheNetRevenuesm
favor of the Registered Owners of the First Lien Bonds and senior and prior to the lien on the

Net Revenues in favor of the Registered Owners of the Series 1986 B Bonds. Suck Net

Revenues in an amount sufficient topsy the principal ofand interest on and other payments for

the Series 2005 A Bonds and the Prior Bonds and to make the payments into all funds and

accounts provided for in this Resolution and the Prior Resolutions, are hereby irrevocably
pledged to such payments as they become due.

Section 3.08. Form 21 ~çnds The text of the Series 2005 A Bonds shall be in

substantially the following form, with such omissions, inseitions and variations as may be

necessary and desirable and authorizedor permitted hereby, or byanySupplemental Resolution

adopted prior to the issuance thereof:
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(FORM OF SERIES 2005 A BOND)

UNITED STATES OF AMERICA

STATE OFWEST VIRGINIA

GAULEY RIVER PUBUC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2005 A

(UNITED STATES DEPARTMENT OFAGRiCULTURE)

No. AR-i $_____

FORVALUERECEWED, on this _dayof
. 2005, GAULEYRiVER

PUBLIC SERVICE DISTRICT, a public service district, public corporation and political
subdivision of the State ofWest Virginia in Fayette, Nicholas and Clay Counties ofsaid State

(the “issuer”), promises to pay to the order of the UNnbl) STATES OF AMERICA (the
“Government”), at its National Finance Office, 1520 Market Street, St. Louis, Missouri 63103,

or at such other place as the Government may hereafter designate in writing, and in the nianner

provided below, the principal sum of ~DOLLARS (S ), or such lesser

amount as is set forth on the Record of Advances attached hereto and incorporated herein by
reference, plus interest on the unpaid principal balance at the rate of_% per annum.

The principal of and interest on this Bond shall be paid in the following
installments on the following dates Monthly installments of interest only on the axnmmts

advanced hereunder, commencing 30 days following the date of delivery of this Bond and

continuing on the corresponding day of each month thereafter for the fu3t 24 months after the

date hereof, and thereafter, on the corresponding day ofeach month in installments ofprincipal
and interest in the aggregate amount of$___, except that the final installment shall be paid
at the end of40 yeats from the date of this Bond in the sum ofthe unpaid principal and interest

due on the date thereof and except that prepayments may be made as provided below. This

consideration 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 the Issuer as requested by the Issuer and approved bytheGovernment

and interest shall accrue on the amount of each advance from its actual date as shown on the

Record of Mvances attached hereto as a part hereof.

Everypaymentmade on anyindebtedness evidencedby this Bond shallbe applied
first to interest computed to the effective date of the payment and then to principal.

Prq,aymcnts of scheduled installments, or any portion thereof, may be made at

anytime attheoptionof the Issuer. Extra payments, as defined in the regulations of die
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Government, shall, after payment of interest, be applied to the installment Last to come due

under this Bond and shall not affect the obligation of the Issuer to pay the reninining
installments as scheduled herein.

Any amount advanced orexpendedby the Government for the collection hereof,

or to preserve or to 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 evidencedhereby and be immediately due and payableby the Issuer to theGovernment

without demand. The Issuer agrees to use the loan evidenced hereby solely for purposes
authorized by the Government. The Issuer has granted to the Government a lien on thç

proceeds of this Bond until such proceeds are expended for authorized purposes.

This Bond is issued (1) to pay a portion of the costs of acquisition and

construction of certain Improvements and extensions to the existing public water facilities of

the Issuer (the “Project”); and (ii) to pay certain costs of issuance of this Bond and related
costs. The existing public water facilities of the Issuer, the Project and any further

improvements and extensions thereto are herein called the “System.” This Bond is issued

under the authority of and in full compliance with the Constitution and statutes of the State of

West Virginia, including particularly Chapter 16, Article 13A of the Code of West Virginia,
1931, as amended (the “Act”), a Bond Resolution duly adopted by the Issuer on_______

20O...~ and a Supplemental Resolution duly adopted by the Issuer on
. 20O~.

(collectively, the ‘Resolution”), and is subject to all the terms and conditions thereof. The

Resolution provides for the issuance of additional bonds under certain conditions, and such

bonds would be entitled to be paid and secured equally and ratably from and by the funds and

revenues and other security provided for this Bond under the Resolution.

THIS BONDIS ISSUEDONAPARiTYWiTHRESPECTTOLIENS, PLEDGE

AND SOURCE OF AND SECURiTY FOR PAYMENT WITH THE ISSUER’S (1)
WATERWORKSREVENUEBONDS, SERIES 1986,DATEDMAY9,1986, ISSUED INTHE
ORIGINAL PRINCIPALAMOUNTOF$123~230 (2)WATERREVENUEBONDS, SERIES
1993, DATEDMARCH 17,1993, ISSUED INTHEORIGINALPRINCIPALAMOUNTOF

$1,600,000; (3) WATER REVENUE BONDS, SERIES 1997 A, DATED JUNE 26, 1997,
ISSUED IN ThE ORIGINAL PRINCIPAL AMOUNT OF $414,000; AND (4) WATER
REVENUEBONDS, SERIES 1997 B, DATEDJUNE26, 1997, ISSUEDINTHEORIGINAL.
PRINCIPAL AMOUNT OF $57,000 (COLLECTIVELY, THE “FIRST LIEN BONDS”).

THIS BOND IS ISSUED SENIORAND PRIORWITHRESPECTTOLIENS,

PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT TO THE ISSUER’S

SUPPLEMENTALSUBORDINATEWATERWORKSREVENUEBONDS, SERIES 1986,
DATEDMAY 9,1986, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $61,350
(THE “SERIES 1986 B BONDS”). THE FIRST LIEN BONDS AND THE SERIES 1986 B
BONDS ARE COLLECTIVELY REFERRED TO AS THE “PRIOR BONDS.”~
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This Bond is payable only from and secured by a pledge oftheNet Revenues (as
defined in the Resolution) to be derived from the System, on a parity with the pledge of Net

Revenues in favor of the registered owners of the First Lien Bonds, and from moneys in the

reserve account created under the Resolution for this Bond (the “Series 2005 A Bonds Reserve

Account”) and unexpended proceeds of this Bond. Such Net Revenues shall be sufficient to

pay the principal of and interest on all bonds which may be issued pursuant to the Act and shall

besetasideasaspecialfundherebypledgedforsuchpurpose. ThisBonddoesnotconstitute

an indebtedness of the Issuer within the meaning of any constitutional or statutory provIsions
or limitations, nor shall the Issuer be obligated to pay the same or the interest hereon, except
from said special fund provided from the Net Revenues, the moneys in the Series 2005 A

Bonds Reserve Account and unexpended proceeds of this Bond. Pursuant to the Resolution,

the Issuer has covenanted and agreed to establish and maintain just and equitable rates and

charges for the use of the System and the services rendered thereby, which shall be sufficient,

together with other revenues of the System, to provide for the reasonable expenses of

operation, repair and maintenance of the System, and to leave a balance each year equal to at

least 115% of the maximum amount required in any year for payment of principal of and

interest on this Bond and all other obligations secured by a lien on or payable from such

revenues on a parity with this Bond, induding the Prior Bonds; provided however, that so long
as there exists in the Series 2005 A Bonds Reserve Account, an amount equal to the maximum

amount of principal and interest which will become due on this Bond in any year, and in the

respective reserve accounts for any other obligations outstanding on a parity with this Bond,

including the Prior Bonds, an amount equal to the requirement therefor, such pescentage may
be reduced to 110%. The Issuer has entered into certain fuither COV~n2nt~ with the Registered
Owner of this Bond for the terms of which reference is made to the Resolution. Remedie$

provided the Registered Ownerof this Bond are exclusively as provided in the Resolution, to

which reference IS here made for a detailed description thereof.

Subject to the registration requirements in the Resolution, this Bond 13

transferable, as provided in the Resolution, only upon the books ofthe Secretary of the Issuer,
as registrar (the “Registrar”), which shall be kept for that purpose at the office ofthe Registrar,
by the Registered Owner or by its attorney or legal representative duly authorized in writing,
upon swrender of this Bond, together with a written instrument of transfer satisfactoiy to the

Registrar, duly executed by the Registered Owner or its attorney or legal representative duly
authorized in writing.

Subject to the registration requirements in the Resolution, this Bond, under the

provision ofthe 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 front the sale of this Bond, after reimbursement and

repayment of all amounts advanced for preliminary expenses as provided by law and the

Resolution, shall be applied solely to payment of the costs of acquisition and construction of
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the Project and the costs of issuance hereof as described in the Resolution, and there shall be

and hereby is created and granted a lien upon such moneys, until so applied, in favor of the

registered owner of this Bond.

The Issuer 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 such purposes

and periods of time.

If at any time itso appears to the Government that the Issuer may be able to

obtain a loan from a responsible cooperative or private creditor at reasonable rates and terms

for loans for such purposes and period of time, the Issuer will at the Government’s request

apply for and accept such loan in sufficient amount to repay the Government.

In accordance with the requirements of the United States Department of

Agriculture for the issuance of parity obligations, this Bond will be in default should any

proceeds of this Bond be used for a purpose that will contribute to excessive erosion of highly
erodible land or to the conversion of wetlands to produce an agricultural commodity.

This Bondisgivenasevidenceofaloantothclssuermadeorinsuredbythe
Government pursuant to the Rural Development Act of 1972. This Bond shall be subject to

the present regulations of the Government and to its future regulations nor inconsistent with

the express provisions hereoL

iT IS HEREBY CERTwi~u, RECITED AND DECLARED that all acts,

conditions and things required to exist, happen and be performed precedent to and at the

issuance of this Bond do exist, have happened and have been performed in due time, form and

manner as required bylaw, and that the amount ofthis Bond, together with all otherobligations
of the Issuer, does not exceed any limit prescribed by the Constitution or statutes of the State

of West Virginia and that a sufficient amount of the Net Revenues of the System has been

pledged to and will be set aside into said special fund by the Issuer for the prompt payment of

the principal of and interest on this Bond.

All provisions ofthe Resolution, resolutions and statutes underwhich this Bond

isissuedshallbedeemedtobeapartofthecontractevidencedbythisBondtothesameextent
as if written fully herein.
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INWITNESSWHEREOF,GAULEYRWER PUBUCS~VICEDISTRICrhas
caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto affixed

and attested by its Secretary, and has caused this Bond to be dated as of the date first written

above.

Chairperson

SEAL]

ATIEST:

Secretary
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(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1)5 (19)5

(2)5 (20)5

(3)5 (21)5

(4)5 (22) $

(5)5 (23)5

(6)5 (24)3

(7)5 (25)5

(8)5 (26)5

(9)5 (27)3

(10)5 (28)5

(11)3 (29)5

(12)3 (30)5

(13)5 (31)1

(14)5 (32)5

(15)3 (33)5

(16)5 (34)5

(17)3 (35)5

(18)1 (36)1

TOTAL S
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(Form of)

ASSIGNMENT

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

the within Bond and

does hereby irrevocably constitute and appoint ,Attomcy to transfer said

Bond on the books kept for registration thereof with full powerofsubstitution in the premises.

Dated
______

In the presence of:
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Section 3.09 ~k gf Bonds The Series 2005 A Bonds shall be sold to the

Government pursuant to the terms and conditions of the Letter of Conditions. The Letter of

Conditions is hereby approved and the provisions of the Letter of Conditions arc specifically
incorporated in this Resolution.
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ARTICLE IV

LINE OF CREDIT

Section 4.01. Authorization of Line ofCredit To provide funds forpaying the

costa ofacquisition and construction of the Project when funds from the permanent financing
axe temporarily not available therefor, the Issuer is hereby authorized to arrange for a line of

credit in an amount not to exceed $300,000 (the “Line of Credit”). The amount and terms of

the Line of Credit shall be approved by a resolution supplemental hereto. For the purpose of

evidencing any draw upon the Line of Credit, there may be issued a note of the Issuer in an

amount and upon such terms as set forth in a resolution supplemental hereto (the “Note”). The

text of the Note, the Line of Credit Agreement and all other documents relating thereto shall

be in substantially the forms set forth in a resolution supplemental hereto. The principal ofand
interest on the Note are payable solely from and secured by a first lien on the proceeds of the

Series 2005 A Bonds.
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Pi~ ‘I’J~fl ~T~T

ARTICLEY

SYSTEM REVENUES AND APPLICATION ThEREOF

Section 5.01. EstablishmentQtFundsandAccounts ~j~j1 Bank The

following special funds or accounts are created with (or continued if previously established

by the Prior Resolutions) and shall be held by the Depository Bank separate and apart from all

other funds or accounts of the Depository Bank and from each other~

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

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

(3) Depreciation Account (established by the Prior Resolutions); and

(4) Series 2005 A Bonds Construction Trust Fund.

Section 5.02. Establishment ~f Funds and Accounts with Commission The

following special account is created with and shall be held by the Cominission

(I) Series 2005 A Bonds Reserve Account.

~ççpon 5.03. System Revenuca; Flow gfFunds A. The entire Gross Revenues

derived from the operation ofthe System shall be deposited upon receipt in the Revenue Fund.
The Revenue Fund shall constitute a trust fund for the purposes provided in this Resolution and

shall be kept separate and distinct from all other funds of the Issuer and the Depository Bank
and used only for the purposes and in the manner herein provided. Funds in the Revenue Fund

shall be disposedofonly in the following manner and order ofpriorities and as provided in the

Prior Resolutions.

(1) The Issuer shall first, each month, pay from the Revenue Fund all current

Operating Expenses of the System.

(2) The Issuer shall next, each month, from the moneys in the Revenue Fund,

(i)maketheinterestpaymentsontheFirstLienBondsintheamountsandonthedatesrequhed
by the Prior Resolutions; and (ii) commencing on the day which is 30 days following the date

of delivery of the Series 2005 A Bonds and continuing on the corresponding day of each

month, remit to the National Finance Office for deposit in the Series 2005 A Bonds Sinking
Fund hereby established at the National Finance Office, the amount of interest set forth in the

Series 2005 A Bonds.
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(3) The Issuer shall next, each month, from themoneys in the Revenue Fund,

(1) make the pruicipal payments of the First Lien Bonds in the amounts and on the dates

required by the Prior Resolutions; and (ii) commencing on the day which is 24 months

following the date ofdelivery ofthe Series 2005 A Bonds and continuing on the corresponding

day of each month, remit to the National Finance Office for deposit in the Series 2005 A

Bonds Sinking Fund, the amount of principal set forth in the Series 2005 A Bonds.

The deposits into the Series 2005 A Bonds Sinking Fund provided in this

paragraph and in Section 5.03A (2) above, constitute actual payments of principal of and

interest on the Series 2005 A Bonds to the Government.

(4) The Issuer shall next, each month, from the moneys in the Revenue Fund,

(1) make the reserve account payments into the Reserve Accounts of the First Lien Bonds in

the amounts and on the dates required by the Prior Resolutions; and (ii) commencing on the

day which is 24 months following the date of delivery of the Series 2005 A Bonds and

continuing on the corresponding day of each month, remit to the Commission for deposit in.

the Series 2005 A Bonds Reserve Account an amount equal to 1/120th of the Series 2005 A

Bonds Reserve Requirement; provided that~ no further payments shall be made into the Series

2005 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 2005 A Bonds Reserve

Requirement.

(5) The Issuer shall next, each month, transfer from the Revenue Fund and

remit to the Depository Bank for deposit in the Renewal and Replacement Fund, an amount

equal to 2 1t2% of the Gross Revenues each month (as previously set forth in the Prior

Resolutions and not in addition thereto), exclusive ofanypayments for account ofanyReserve

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, shallbe promptly eliminated with moneys from the Renewal and Replacement
Fund.

(6) The Issuer shall next, each month, from the moneys in the Revenue Fund,
make the payments into the Depreciation Account in the amounts and on the d’~s required by
the Prior Resolutions1
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(7) The Issuer shall next, on the first day of each month, from the moneys in

the Revenue Fund, remit to the Commission for deposit (I) in the Series 1986 B Bonds Sinking
Fund, the amount required by the Prior Resolutions to pay principal of the Series 1986 B

Bonds, and (ii) in the Series 1986 B Bonds Reserve Account, the amountrequired by the Prior

ResolutlonL’

Moneys in the Series 2005 A Bonds Sinking Fund shall be used only for the

purposes of paying principal of and interest on the Series 2005 A Bonds as the same shall

become due. Moneys in the Series 2005 A Bonds Reserve Account shall be used only for the

purposes of paying principal of and interest on the Series 2005 A Bonds as the same shall

come due, when other moneys in the Series 2005 A Bonds Sinking Fund are insufficient

therefor, and for no other purpose.

All investment earnings onmoneys in the Series 2005A BondsReserve Account

(if fully funded) shall be transferred, not less than once each year, to the Series 2005 A Bonds

Construction Trust Fund during construction ofthe Project and thereafter, to the Revenue Fund
and applied in full, first to the next ensuing interest payment due on the Series 2005A Bonds

and then to the next ensuing principal payment due thereon.

Any withdrawals from the Series 2005 A Bonds Reserve Account which restilt

in a reduction in the balance therein to an amount below the Series 2005 A Bonds Reserve

Requirement shall be subsequently restored from the first Net Revenues available after all

required payments have been made in full in the order set forth above.

As and when additional Bonds ranking on a parity with the Series 2005 A Bonds

are issued, provision shall be made for additional payments into the respective sinking funds

sufficient to pay any interest on such Parity Bonds and accomplish retirement thereof at

maturity and to accumulate a balance in the respective reserve accounts in an amount equal to

the requirement therefor.

•

Interest, principal, or reserve account payments, whether made for a deficiency
or otherwise, shall be made on a parity and pro rain, with respect to the Series 2005 A Bonds

and the Prior Bonds, in accordance with the respective principal amounts then outstanding

The Commission is hereby designated as the fiscal agent for the administration

of the Series 2005 A Bonds Reserve Account created hereunder, and all amounts required for

such account shall be remitted to the Commission from the Revenue Fund by the Issuer at the

times provided herein. If required by the Government, the Issuer shall make the necessary

arrangements whereby required payments into the Series 2005 A Bonds Reserve Account shall

be automatically debited from the Revenue Fund and electronically transferred to the

Commission on the dates hereunder.
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Moneys in the Series 2005 A Bonds Reserve Account shall be invested and

reinvested by the Conunission in accordance with Section 8.01 hereof.

eSeries2005ABondsSinkingFundandtheSezies2005ABondsReserve
Account shall be used solely and only for, and are hereby pledged for, the purpose ofservicing
the Series 2005 A Bonds under the conditions and restrictions set forth herein.

B. Whenever all of the required and provided transfers and payments from

the Revenue Fund into the several special funds, as hereinbefore provided, arecurrent 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 bylaw, such excess shall be considered Surplus Revenues. Surplus Revenues may be

used for any lawful purpose of the System.

C. The Issuer shall remit from the Revenue Fund to the Commission, the

Registrar, the Paying Agent, or the Depository Bank, on such dates as the respective paltes
shall require, such additional sums as shall be necessary to pay their respective charges and the

fees then due. If required by the Government, the Issuer shall make the necessay

arrangements wherebypayments to the Commission under this paragraph shall be automatically
debited from the Revenue Fund and electronically transferred to the Commission on the dates

required hereunder.

D. The moneys in excess of the maximum amounts insured by FDIC in all

funds and accounts shall at all times be secured, to the full extent thereof in excess of such

inswed sum, by Qualified Investments as shall be eligible as security for deposits of state and

municipal funds under the laws of the State~

E. If, on anymonthlypaymentdate, the revenues are insufficient to place the

required amount in any ofthe funds and accounts as herein above provided, the deficiency shall
be made up in the subsequent payments in addition to the payments whichwould otherwise be

required to be made into the funds and accounts on the subsequent payment dates provided,
that all deposits, including on account of deficiencies, shall be made in the order of priority
set forth in Section 5.03A hereof, and no payment of lower priority shall be made if there

exists a deficiency in a fund or account of higher priority.

F. All remittancesmade by the Issuer to the Commission and the Depository
Bank shall clearly identify the fund or account into which each amount is to be deposited.

G. The Gross Revenues ofthe System shall only be used for purposes ofthe

System.
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ARTICLE VI

APPUCATION OF BOND PROCEEDS

Section 6.01. Application gf Bond Proceeds AU moneys received from time

to time from the sale of the Series 2005 A Bonds shall be deposited in the Series 2005 A

Bonds Construction Trust Fund and shall be used solely to pay costs of the Project and until

so expended, are hereby pledged as additional security for the Series 2005 A Bonds.

Section 6.02. Disbursements from Bond Construction Trust Fund The Series

2005 A Bonds Construction TruSt Fund shall be kept separate and apart from all other funds

ofthelssuer, andshallbedrawnout, usedandappliedbythelssuersolelyforthcpaymentof
the costs of the Project and purposes incidental thereto, including payment of any borrowings
by the Issuer made for the purpose of temporarily financing a portion of the costs of the

Project and payment of interest on the Series 2005 A Bonds prior to and during construction
and fora period up to six months after completion of construction and for no other purposes

whatsoever, if approved by the Government, the moneys in said fund shall be secured at all

times byGovernment Obligations having a fairmarketvalue at least equal to the balance in said

fund in excess of the amount insured by the FDIC. If for any reason the amounts on deposit
in the Series 2005 A Bonds Construction Trust Fund ale not necessary for, or are not applied
to, such purposes, then such unapplied amounts shall be deposited by the Issuer as detennined

by the rules and regulations ofthe Government. All such proceeds shall constitute a trust’ fund

for such purposes, and there is hereby created a lien upon such moneys, until so applied, in

favor of the Registered Owners of the Series 2005 A Bonds.

Expenditures or disbursements from the Series 2005 A Bonds Construction

Trust Fund shall be made only after such expenditures or disbursements have been approved
in writing by the Governing Body, the Consulting Engineers and the Government

The Issuer shall coordinate with the Government on the monthly payment ofthe
costs of the Project and shall submit invoices and requisitions as directed by the Government.
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ARTICLE~VII

ADDITIONAL COVENANTS OF ThE ISSUER

Section 7.01. General Covenants ~fth~ Issuer MI the covenants, agreements
and provisions ofthis Resolution shall be and constitute valid and legally binding covenants of
the Issuer and shall be enforceable in any court of competent jurisdiction by any Registered
Owner of the Series 2005 A Bonds. In addition to the other covenants, agreements and

provisions of this Resolution, the Issuer hereby covenants and agrees with the Registered
Owner of the Series 2005 A Bonds as hereinafter provided in this Article VII. All such

covenants, agreements and provisions shall be irrevocable, except as provided herein, as long
as the Series 2005 A Bonds or the interest thereon are Outstanding and unpaid.

Section 7.02. Bonds flQj~~ Indebtedness gf lh~ Issuer The Series 2005 A

Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory limitation of indebtedness, but shall be payable solely from the

funds pledged for such payment by this Resolution. No Registered Owner of the Series 2005

A Bonds shall ever have the right to compel the exercise of the taxing power, if any, of the
Issuer to pay the Series 2005 A Bonds or the interest thereon.

Section 7.03. Bonds Secured ~ Pledge gf~ Revenues; J~g ~sition~

respect~ Prior Bonds The payment of the debt service of the Series 2005 A Bonds shall be

securedbyafirstlienontheNetRevenucsonapantywiththelienontheNetRevenuesifl
favoroftheRegisteredOwnersoftheFustLienBondsand seniorand priortothelienonthe
Net Revenues in favor of the Registered Owners of the Series 1986 B Bonds. The Net

Revenues in an amount sufficient to pay the principal of and interest on the Prior Bonds and

the Series 2005 A Bonds and to make the payments into all funds and accounts and all other

payments provided for in this Resolution and the Prior Resolutions are hereby irrevocably
pledged, in the manner provided herein and therein, to such payments as the same become due,
and for the other purposes provided in this Resolution and the Prior Resolutions.

Section7.04. lnitialSchedule ofRates and Charges The Issuer has obtainedany
and all approvals of rates and charges required by stale 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 this Resolution and the Prior Resolutions. The initial schedule of rate$

and charges for the services and facilities of the System shall be as set forth and approved i~
the PSC Order and such rates are hereby adopted.

So long as the Series 2005 A Bonds are outstanding, the Issuer covenants and

agrestofixandcollectrates,feesandotherchargesfortheuseoftheSystemandtotakeall
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such actions necessary to provide funds sufficient to produce the required stuns set forth in

this Resolution. In the event the schedule of rates, fees and charges initially established for

the System in connection with the Series 2005 A Bonds shall prove to be insufficient to

produce the required sums set forth in this Resolution, the Issuer hereby covenants and agrees
that it will, to the extent or in the manner authorized by law, immediately adjust and increase

such schedule of rates, fees and charges and take all such actions necessary to provide funds
sufficient to produce the required sunis set forth in this Resolution.

Section 7~05 ~~System So long as the Prior Bonds are Outstanding,
the System may not be sold, transferred, mortgaged, leased or otherwise disposed of, except
in accordance with the terms of the Prior Resolutions. So long as the Series 2005 A Bonds

are Outstanding. the System may be sold, transferred, mortgaged, leased orotherwise disposCd
of, or encumbered (other than any statutory mortgage lien created under the Act on account

of obligations issued within the restrictions hereof) only with the written consent of the

Government and such consent will specify the disposition of any such sale or transfer.

Section 7A)6. l~suancc of Other Obligations Payable Out of Revenues and

General Covenant Against Encumbrances So long as the Series 2005 A Bonds are

Outstanding, the Issuer shall not issue any other obligations whatsoever payable from the

revenues ofthe System which rank prior to, or equally, as to lien on and source ofand security
for payment from such revenues with the Series 2005 A Bonds; provided, however, that Parity
Bonds may be issued as provided for in Section 7.07 hereof and in the Prior Resolutions (so
long as the Prior Bonds are Outstanding). All obligations hereafter issued by the Issuer

payable from the revenues of the System, except such Parity Bonds, shall contain an express

statement that such obligations are junior and subordinate, as to lien on, pledge and source of

and security for payment from such revenues and in all other respects, to the Series 2005 A

Bonds; provided, that no such subordinate obligations shall be issued unless all payments

required to be made into all funds and accounts set forth herein and in the Prior Resolutions

have been made and are current at the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be

created, any debt, lien, pledge, assignment, encumbrance or any other charge having priority
overorbeingon aparitywiththe liensoftheSeries2005ABonds, and the interest thereon,

upon any of the income and revenues of the System pledged for payment of the Series 2005

A Bonds and the interest thereon in this Resolution, or upon the System or any part thereof.

Section 7.07. ParityBonds So long as the Prior Bonds are Outstanding, no

Parity Bonds shall be issued except in accordance with the terms of the Prior Resolutions. In

addition, no Parity Bonds, payable out of the revenues of the System, shall be issued after the

issuance of any Bonds pursuant to this Resolution, except under the conditions and in the

manner provided herein and with the prior written consent of the Government.
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Ml y Bonds issued hercun r shall be on a parity in all respects with the

Prior Bonds and the Series 2005 A Bonds.

No such Parity.Bonds shall be issued except for the purpose of financing the

costs of the design, acquisition or construction of extensions or improvements to the System
or refunding any Bonds Outstandin& or both such purposes.

So long as the Series 2005 A Bonds arc Outstanding, no Parity Bonds shall be

issued at any time, unless there has been procured and filed with the Secretaty 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 arc to be

issued shall be at least 120% ofthe average annual debt service requirements on the following:

(I) The Bonds then Outstanding;

(2) AnyParity Bonds theretofore issued pursuant to the provisions conthined
in this Resolution then Outstanding; and

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

The foregoing limitation may be waived or modified by the written consent of

the Registered Owners ofthe Series 2005 A Bonds, representing 75% of the then-outstanding
principal indebtedness. In the event the foregoing limitation is waived orwhenthe Series 2005

A Bonds are no longer Outstanding, the following parity requirement shall be met

No Parity Bonds shall be issued at any time, unless there has been procured and
filed with the Secretazy a written statement by the Independent Certified Public Mcountants,

reciting the conclusion that the Net Revenues actually derived,, subject to the adjustments
hereinafter provided for, from the System during any 12 consecutive months within the IS

months immediately preceding the date of the actual issuance of such Panty Bonds, plus tile
estimated average increased annual Net Revenues to be received in each of the three

succeeding years after the completion of the improvements to be financed by suCh Parity
Bonds, if any, shall not be less than 115% ofthe largest aggregate amount that will mature a~d
become due in any succeeding Fiscal Year for principal of and interest, if any, on the

following:

(1) The Bonds then Outstanding;

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

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

MG)44311 30



The TMestimated average increased annual NetRevenues to be received in each of

the three succeeding years,” as that term is used in the computation’provided in the above

paragraph, shall refer only to the increased Net Revenues estimated to be derived from the

improvements to be financed by such Parity Bonds and any increase in rates adopted by the

Issuer and approved by the PSC, the period for appeal ofwhich has expired prior to the date of
issuance of such Parity Bonds1 and shall not exceed the amount to be stated in a certificate of

the Independent Certified Public Accountants, which shall be filed in the office of the

Secretary prior to the issuance of such Parity Bonds.

The Net Revenues actually derived from the System during the

12-consecutive-month period hereinabove referred to may be adjusted by adding to such Net

Revenues such additional Net Revenues which would have been received, in the opinion ofthe

Independent Certified Public Accountants, on account of increased rates, rentals, fees and

charges for the System adopted by the Issuer and approved by the PSC, the period for appeal
of which has expired prior to issuance of such Parity Bonds.

All covenants and other provisions of this Resolution (except as to details of

such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and security
ofthe Registered Owners ofthe Series 2005 A Bonds and the Registered Owners ofany Parity
Bonds issued from time to time within the limitations of and in compliance with this sectiofl.

Bonds issued on a parity, regardless of the tune or times of their issuance, shall rank equally
with respect to their respective liens on the revenues ofthe System and their respective source
of and security for payment from said revenues, without preference of any Bond of one series

over any other Bond of another series on a parity therewith. The Issuer shall comply fully with
all the increased payments into the various funds and accounts created in this Resolution

required for and on account of such Parity Bonds, in addition to the payments required for

Bonds theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other

obligations subsequently issued, the lien ofwhich on the revenues of the System is subject to

the prior and superior liens of the Outstanding Bonds on such revenues. The issuer shall not

issue any obligations whatsoever payable from the revenues ofthe System, or any part thereof,

which rank prior to or, except in the manner and under the conditions provided in this section,

equally, as to lien on and source of and security for payment from such revenues, with the

Series 2005 A Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments into

the funds and accounts provided for in this Resolution with respect to the Bonds then

Outstanding, and any other payments provided for in this Resolution, shall have been made in

full as required to the date of delivery of such Parity Bonds, and the Issuer shall then be in full

compliance with all the covenants, agreements and terms of this Resolution.
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~çction 7.08. Books; Records ?nd 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 Government and its agents
and representatives to inspect all books, documents, papers and records relating to the Project
and the System at any and all reasonable times for the pwposc of audit and examination. The

Issuer shall submit to the GOVernment Such documents and information as it may reasonably
require in connection with the acquisition, construction and installation of the Project, the

operation and maintenance of the System and the administration of the loan or any State and

federal grants or other sources of financing for the Project.

The Issuer shall permit the Government and its agents and representatives o

inspect all records pertaining to the operation and maintenance ofthe System at any reasonable

time following completion of construction of the Project and commencement of operation
thereof, or, if the Project is an improvement to an existing system, at any reasonable time

followina commencement of construction.

The Issuer will keep books and records of the System, which shall be separate
and apart from all other books, records and accounts of the Issuer, in which complete and

correct entries shall be made of all transactions relating to the System, and any Registered
Owner of the Series 2005 A Bonds issued pursuant to this Resolution shall have the right at

all reasonable times to inspect the System and all parts thereof and all records, accounts and

data of the Issuer relating thereto.

The accounting system for the System shall follow current generally accepted
accounting principles in accordance with the rules and regulations of the PSC and the Act;

Separate control accounting records shall be maintained by the Issuer. Subsidiary records as

may be required shall be kept in the manner and on the forms, books and other bookkeeping
records as prescribed by the Governing Body.

The Issuer shall file with the Government or any Registered Owner ofthe Series
2005 A Bonds requesting the same, an annual report containing the following:

(A) A statement ofGross Revenues, Operating Expenses, Net Revenues and
Suiptus Revenues derived from and relating to the System.

(B) A balance sheet statement showing all deposits in all the funds and
accounts provided for in this Resolution and the status of all said funds and accounts.

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

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

of the System to be audited by Independent Certified Public Accountants in compliance with
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the applicable 0MB Circular, or any successor thereto, and the Single Audit Act, or any

successor thereto, to the extent legally required, and shall mail upon request, and make

available generally, the report ofsaid Independent Certified Public Accountants, or a summary
thereof, to any Registered Owner of the Series 2005 A Bonds and shall submit said report to

the Government. Such audit report submitted to the Government shall include a statement that

the Issuer is in compliance with the terms and provisions of the Act and this Resolution and

that the Gross Revenues are adequate to meet the Operating Expenses and debt service and

reserve requirements.

Subject to the terms, conditions and provisions of the Letter of Conditions and

the A the Issuerh s acquired, orshaildo all things necessaryto acquire, theproposed site

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

The Issuer shall permit the Government and its agents and representatives to

enter and inspect the Project site and Project facilities at all reasonable times. Prior to, during
and after completion of construction and commencement of operation of the Project, the

Issuer shall also provide the Government and its agents and representatives with access to the

System site and System facilities as may be reasonably necessary to accomplish all of the

powers and rights of the Government with respect to the System pursuant to the Act.

Section 7.09. Rates Prior to issuance of the Series 2005 A Bonds, approvals
of equitable rates or charges for the use of and service rendered by the System shall have been

obtained in the manner and form required by law, and copies of such rates and charges so

established will be continuously on file with the Secretary, which copies will be open to

inspection by all interested parties~ The schedule of rates and charges shall at all times be

adequate to produce Gross Revenues from the System sufficient to pay Operating Expenses
and to make the prescribed payments into the funds created hereunder. Such schedule of rates

and charges shall be changed and readjusted whenever necessary so that the aggregate of the

rates and charges will be sufficient for such purposes. In.order to assure full and continuous

performance of this covenant, with a margin for contingencies and temporary unanticipated
reductions in income and revenues, the Issuer hereby covenants and agrees that the schedule

of rates or charges from time to time in effect shall be sufficient, together with other revenues

of the System (i) to provide for all Operating Expenses and (ii) tø 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 2005 A Bonds and all other obligations secured by a lien on or

payable from such revenues on a parity with the Series 2005 A Bonds, including the Prior

Bonds; provided that, in the event that amounts equal to or in excess of the Reserve

Requirements are on deposit respectively in the Series 2005 A Bonds Reserve Account, and
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the Reserve Accounts for obligations on a parity with the Series 2005 A Bonds, including the

Prior Bonds, are funded at least at the requirement therefor, such balance each year need only
equal at least 110% of the maximum amount required in any year for payment of principal of
and interest on the Series 2005 A Bonds and all other obligations secured by a lien on or

payable from such revenues on a parity with the Series 2005 A Bonds. In any event, the Issuer

shall not reduce the rates or charges for services of the System described in Section 7.04.

Section 1.10. Operating Budget The Issuer shall annually, at least 30 days

preceding the beginning of each Fiscal Year, prepare and adopt by resolution a detailed,

balanced budget of the estimated revenues and expenditures for operation and maintenance of
the System during the succeeding Fiscal Year and shall submit a copy of such budget to the

Government within 30 days of the adoption thereof. No expenditures for the operation and

maintenance ofthe System shall be made in any Fiscal Year in excess of the amounts provided
cherefor in such budget without a written finding and recommendation by a 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 fuiiher certifiàaxc of a

professional engineer that such increased expenditures are necessaiy for the continued

operation of the System. The Issuer Shall mail copies ofsuch annual budget and all resolutions

authorizing increased expenditures for operation and maintenance to the Gàvernrnent and to

any Registered Owner ofthe Series 2005 ABonds within 30 days of adoption thereofand shall

make available such budgets and all resolutions authorizing increased expenditures ft

operation and maintenance of the System at all reasonable times to the Government and any

RegisteredOwneroftheSeries2005ABondsoranyoneactingforandonbehalfofsuch
Registered Owner.

~tion1J1. Engineering Services and Operating
-

The Issuer will

obtain the certificate of the Consulting Eng necra, certifying that the Project has been or will

be constructed in accordance with the approved plans, specifications and designs as submitted
to the Government the Project will be adequate for the purposes for which it was designed,
the funding plan as submitted to the Government is sufficient to pay the costs of the

acquisition and construction of the Project, and all permits required by federal and state laws

for construction of the Project have been obtained. The Issuer shall provide and maintain

competent and adequate engineering services satisfactory to the Government, covering the

supervision and inspection of the development and construction of the Project and bearing the

responsibility of assuring that construction conforms to the plans, specifications and designs
prepared by theConsulting Engineers, which have been approvedby all necessarygovernmental
bodies. The Issuer shall employ qualified operating personnel properly certified by the State

to operate the System so long as the Series 2005 A Bonds are Outstanding.
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Section 7.12 ~g Comoeting Franchise To the extent allowable by law the

Issuer will not grant or cause, consent to or allow the granting of, any franchise or permit to

any person, firm, corporation or body, agency or instrumentality whatsoever for the providing
of any services which would compete with services provided by the System.

Section 7.13. Enforcement QjCollections 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 ofsuch fees, rentals

or other charges which shall become delinquent, to the full extent pennitted or authorized by
the Act, the rules and regulations of the PSC andother laws of the State~

Whenever any fees, rates, rentals or other charges for the services or facilities

of the System shall remain unpaid for a period of20 days after the same shall become due and

payable, the user of the services and facilities shall be delinquent until such time as all such

rates and charges ate fully paid. To the extent authorizedby the laws ofthe State and the rules

and regulations of the PSC, fees, rates, rentals and other charges, if not paid when due, shall

become a lien on the premises served by the System~ The Issuer fwther covenants and agrees

that it will, to the full extent permitted by law and the rules and regulations of the PSC,
discontinue and shut off the services of the System to all delinquent users of the services of

the System, and will not restore such services of the System until all delinquent charges for

the services of the System, plus reasonable interest and penalty charges for the restoration of

service, have been fully paid, and shall take all further actions to enforce collections to the

maximum extent p~iuiifted by law.

Section 7.14 ~ f~ Services The Issuer will not render or cause to be

rendered any free services of any nature by the System, nor will any preferential rates be

established for users of the same class; and, in the event the Issuer or any department, agency,

instrumentality, officer or employee of the Issuer shall avail itself or themselves of the

facilities or services provided by the System or any part thereof, the same rates, fees or

charges applicable to other customers receiving like services wider similar circumstances

shall be charged the Issuer and any such department, agency, insuiimentality, officer or

employee. Such charges shall be paid as they accrue, and the Issuer shall transfer from its

general funds sufficient sums to pay such charges for service to any of its departments or

properties. The revenues so received shall be deemed to be revenues derived from the

operation of the System, and shall be deposited and accounted for in the same manner as other

revenues derived from such operation of the System.

Section 7.15. Insurance~Construction Bonds The Issuer hereby covenants
and agrees that, so long as the Series 2005 A Bonds remain Outstanding, the Issuer will, as an.

Operating Expense, procure, cariy and maintain insurance with a reputable insurance carrier

or camera as is customarily covered with respect to works and properties similar to the
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System. Such insurance shall initially cover the following risks and be in the following
amounts:

(A) Fire.Lightning.~Vandalism. MallciousMischiefand Extended Coverag~
Insurance to be procured prior to 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 insurable

portions ofthe System, including machinery and equipment housed therein, in an amount equal
to the full insurable value thereof. In the event of any damage to or destruction ofany 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 $1,000,000 for

personal liability to protect the Issuer from claims for bodily injury and/or death and not less

than $500,000 from claims for damage to property of others which may arise from the

operation of the System.

(C) Vehicular Public Liability Insurance in the event the Issuer owns or

operates any vehicle in the operation ofthe System. or in the event that any vehicle not owned

by the Issuer is operated for the benefit of the Issuer, with limits of not less than $1,000,000
for personal liability to protect the Issuer from claims for bodily injury and/or death and not

less than $500,000 from claims for damage to property of others which may arise from such

operation of vehicles.

(D) Workers~ Compensation Coverage for ALLErnp(oyees otthc Syste~n
Eligible Therefor and Performance andPayment Bonds such bonds to be in the amounts ~f
100% of the construction contract, will be required of each contractor dealing directly with

the Issuer, and such payment bonds will be filed with the Clerk ofThe County Commission of
the County in which such work is to be performed prior to commencement of construction of

the Project in compliance with Chapter 38, Article 2, Section 39 ofthe Code ofWest Virginia,
1931, as amended.

(E) Fidelity Bonds will be provided as to every member, officer and

employee of the Issuer having custody of the Revenue Fund or of any other funds or property
of the System in an amount at least equal to the total funds in the custody of any such person
at anyone time, and initially in the amount required by the Government and to be increased

thereafter as necessary to cover the maximum amount of funds under con~ol of that position
at any one time.
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(F) Ins ewil eobt thuer ifavailable; however, ifthe

System is located in a community which has been notified as having special flood or mudslide

prone areas, flood insurance must be obtained.

(G) Cojistruction Bonds The Issuer shall require all contractors engaged in

the construction of the Project to furnish a performance bond and a payment bond, each in an

amount equal to 100% of the contract price of the portion of the Project covered by the

particuJar contract as secuiity for the faithful performance of such contract The Issuer shall

verify such bonds prior to commencement of construction. The Issuer shall also require all

contractors engaged in the construction of the Project to carry such worker’s compensation
coverage for all employees working on the Project and public liability insurance, vehlcuL*r

liability insurance and property damage insurance in amounts adequate for such purposes and

as is customarily carried with respect to works and properties similar to the Project. The

Issuer shall verify such insurance prior to commencement of construction.

Section7.16. Connections To the extent permitted by the laws ofthe State and

rules and regulations of the PSC, the Issuer shall require every owner, tenant or occupant of

any house, dwelling or building intended to be served by the System to connect thereto.

~ç~on 7fl. Completion~ Operation ~f Project; Permits~Orders The

Issuer shall complete the Project as promptly as possible and operate and maintain the System
as a revenue-producing utility in good condition and in compliance with all federal and state

requirements and standards.

The issuer has obtained all permits required by state and federal laws for the

acquisition and construction of the Project, all orders and approvals from the PSC and oth~

state agencies necessary for the acquisition and construction of the Project and the operation
of the System and all approvals for the issuance of the Series 2005 A Bonds required by state

law, with all requisite appeal periods having expired without successful appeal.

Section 7.18. Statutory Mortgage ~ For the further protection of the

Registered Owners of the Series 2005 A Bonds, a statutory mortgage lien upon the System is

granted and created by the Act, which statutory mortgage lien is hereby recognized and

declared to be valid and bindin& and shall take effect immediately upon delivery ofthe Series

2005 A Bonds; provided however, that the statutory mortgage lien in favor of the Registered
OwneisoftheSeries2005ABondsshallbeonapaiity*iththcstatutorymottgagclienin
favor of the Registered Owners of the First Lien Bonds.

Section 7 Compliance withLetterofConditions and Law The Issuer shall

perform, satisfy and comply with all the terms and conditions ofthe Letter ofConditions, this

Resolution and the Act. The Issuer shall also comply with all applicable laws, rules and

regulations issued by the Government or other state, federal or local bodies in regard to the
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acquisition and constniction of the Project and the operation, maintenance and use of the

System.

Section 7.20. Contracts The Issuer shall, simultaneously with the delivery of
the Senes 2005 A Bonds or immediately thereafter, enter into written contracts for the

immediate acquisition or construction of the Project.
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AR~CLEVm

INVESTMENT OF FUNDS

$cction 801. Investment ofFunds Any moneys held as a part of the funds and

accounts created by this Resolution, other than the Revenue Fund, shall be invested and

reinvested by the Commission or the Depository Bank, 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 Resolution, the need for such moneys for the purposes set forth herein

and the specific restrictions and provisions set forth in this Section.

Anyinvcslmenzshallbcheldinandatalltimesdeemcdapartofthefundor
account in which such moneys weie originally held, and the interest accruing thereon and any

profit or loss realized from such investment shall be credited or charged to the appropriate
fund or account. The investments held for any fund or account shall be valued at the lower of

cost or then current market value, or as the redemption price thereof if then redeemable at the

option of the owner, including the value of accrued interest and giving effect to the

amortization of discount or at par if such investment is held in the “Consolidated Fund.” The

Commission shall sell and reduce to cash a sufficient amount of such investments whenever

the cash balance in any fund or account is insufficient to make the payments required from

such fund or account, regardless of the loss on such liquidation. The Depository Bank may
make any and all investments permitted by this Section through its own bond department and
shall not be responsible for any losses from such investments, other than for its own

negligence or willful misconduct.

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investments, and shall distribute to the Issuer, at least once each year, or more

often as reasonably requested by the Issuer, a swnmazy of such funds, accounts and investment

earnings. The Issuer shall retain all such records and any additional records with respect to

such funds, accounts and investment earnings so long as any of the Series 2005 A Bonds are

Outstanding.

Notwithstanding the foregoin~ any investments made pw~uantto this Resolution

shall comply with the guidelines of the Government.
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AR11CLE DC

DEFAULTS AND REMEDIES

Section 9.01. Eyents Qf Default Each of the following events shall constitute

an “Event of Default” with respect to the Series 2005 A Bonds:

(A) fdefaultoccursinthedueandpunctualpaymentofthepiincipalofor
inrerestonanyScries2005ABonds;or

(B) If default occurs in the Issuer’s observance of any of the covenarns,

agreements or conditions on its part relating to the Series 2005 A Bonds set forth in this

Resolution, any Supplemental Resolution or the Series 2005 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 Government, the Depository Bank. the Bond Registrar, the Paying Agent
or the Registered Owner; or

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

(D) If a default occurs under the Prior Resolutions or the Prior Bonds.

Section 9.02. Remedies Upon the happening and continuance ofany Eventof
Default, any Registered Ownerofthe Series 2005A Bonds mayexercise any available remedy
and bring any appropriate action, suit or proceeding to enforce his rights and, in particular, (1)
bring suit for any unpaid principal øî 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 tinder the Act and this Resolution rcl~ting 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 2005 A Bonds, (iv) by action at law or bill in

equity require the Issuer to account as if it were the mrstee of an express uust for the

Registered Owners ofthe Series 2005 A Bonds, and (v) by action at law or bill in equity enjoin
any acts in violation of the resolution with respect to the Series 2005 A Bonds, or the tights
of such Registered Owners; provided however, that all rights and remedies of the Registered
Owners of the Series 2005 A Bonds shall be on a parity with those of the Registered Owners
of the First Lien Bonds and senior and prior to those of the Registered Owners of the Series

1986 B Bonds.

Section 9.03. Appointment ~fReceiver Any Registered Owner of the Series

2005 A Bonds may, by proper legal action, compel the performance ofthe duties ofthe Issuer

under this Resolution and the Act, includin& the completion of the Project, the making and

collection of sufficient rates and charges for services rendered by the System and segregation
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of the revenues therefrom and the application thereof. If there be any Event of Default, with

respect to the Bonds, the Registered Owner 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 constniction of the Project, or both,

on behalf of the Issuer, with power to charge rates, rentals, fees and other charges sufficient

to provide for the payment ofOperating Expenses ofthe System, the paymentofthe Bonds and

any interest thereon and the deposits into the funds and accounts herein provided and to apply
such rates, rentals, fees, charges or other revenues in conformity with the provisions of this

Resolution and the Act.

The receiver so appointed shall forthwith, dlrecdy orbyhis agents and attorneyS,
enter into and upon and take possession of all facilities of the System and shall hold, operate
and maintain, manage and control the System, and each and every part thereof, and in the nnme

of the Issuer exercise all the rights and powers of the Issuer with respect to the System as the

Issuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution for any reserve, sinking or other funds and upon any other

obligations and interest thereon having a charge, lien or encumbrance upon the revenues ofthe

System shall have been paid and made good, and all defaults under the provisions of this

Resolution shall have been cured and made good, possession of the System shall be

suirendered to the Issuer upon the envy of an order of the court to that effect. Upon any

subsequent Event of Default, any Registered Owner of Bonds issued pursuant to this

Resolution shall have the same right to secure the further appointment of a receiver upon any
such subsequent default

Such receiver, in the performance of the powers herein above conferred upon
him, shall be under the direction and supervision of the cowl making such appointment, shall

at all times be subject to the orders and decrees ofsuch 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

thá name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners ofBonds issued pursuant to this Resolution. Such receiver shall have no power to sell,

assign. mortgage or otherwise dispose of any assets of any kind or character belonging or

pertaining to the System, but the authority of such receiver shall be limited to the possession,
operation and maintenance of the System, for the sole purpose of the protection of both the

Issuer and Registered Owners, and the curing and making good of any default under the

provisions of this Resolution, and the title to and ownership of the System shall remain in the
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Issuer, and no court shall have any jurisdiction to enter any order or decree permitting or

requiring such receiver to sell, mortgage, or otherwise dispose of any assets of the System.
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ARTICLE X

PAYMENTOF BONDS

Section~ 1001. Payment of Bonds If the Issuer shall pay, or there shall

otherwise be paid, to the Registered Owners of the Series 2005 A Bonds, the principal of and
intcrcstdueortobe omedue the atthetimes andinthe mannerstipulatedtherein and in

this Resolution, then this Resolution and the pledge of Net Revenues and other moneys and

securities pledged under this Resolution and all covenants, agreements and other obligations
of the Issuer to the Registered Owners of the Series 2005 A Bonds shall thereupon cease

terminate and become void and be discharged and satisfied.

Except through direct payment of the entire outsthnding principal of and all

accrued interest on the Series 2005 A Bonds to the Registered Owners thereof, the Issuer may

not defease the Series 2005 A Bonds or provide for payment thereof by escrow or other
similar ar~angement3.
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ARTICLE XI

MISCELLANEOUS

SectioniL0l. Modification or Amendment of Resolution Prior to the

issuance ofthe Series 2005 A Bonds, this Resolution may be amended or supplemented in any

way by the Supplemental Resolution. Following issuance of the Series 2005 A Bonds, no

material modification or amendment of this Resolution, or of any resolution amendatory or

supplemental hereto thatwould materially and adversely affect the rights ofRegistered Owners
of the Series 2005 A Bonds shall be made without the Consent in writing of the Registered
Owners ofthe Series 2005 A Bonds then Outstanding; provided, that no change shall be made

in the maturity of the Series 2005 A Bonds or the rate of interest thereon, or in the principal
amount thereof, or affecting the unconditional promise of the Issuer to pay such principal aód
interest out of the funds herein pledged therefor without the consent of the Registered Owner
thereof. No amendment or modification shall be made that would reduce the percentage ofthe

principal amount of the Series 2005 A Bonds required for consent to the above-permitted
amendments or modifications.

Section 11.02. Resolution Constitutes Contri~ The provisions of this

Resolution shall constitute a contract between the Issuer and the Registered Owners of the

Series 2005 A Bonds and no change, variation or alteration ofany kind ofthe provisions ofthe
Resolution shall be made in any manner, except as in this Resolution provided.

Section 11.03. Sevmbility gf Invalid Provisions If any section, paragraph,
clause or provision of this Resolution shall be held invalid, such invalidity shall not affect any
of the rem2ining provisions of this Resolution, any Supplemental Resolution or the Series

2005 A Bonds.

Section 11.04. Headings. Etc The headings and• catchlines of the articles,
sections and subsections hereof are for convenience of reference only and shall not affect in

any way the meaning or interpretation of any provision hereof.

Section 11.05. Conflicting Provisions Repealed: Prior Resolutions Except
for the Prior Resolutions, all orders or resolutions and parts thereof in conflict with the

provisions of this Resolution are, to the extent of such conflict, hereby repealed; provided that,

in the event of any conflict between the Resolution and the Prior Resolutions, the Prior

Resolutions shall control (unless less restrictive), so long as the Prior Bonds are outstanding.

Sectionll. Covenant gfQ~ Procedure The Issuer covenants that all acts,

conditions, things and procedures required to exist, to happen, to be performed or to be taken

precedent to and in the adoption of this Resolution do exist, have happened, have been

performed and have been taken in regular and due time, form and manner as required by and in
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full compliance with the Laws and Constitution ofthe State ofWest Virginia applicable thereto;
and that the Chairperson. Secretary and members ofthe Governing Body were at all times when

any actions in connection with this Resolution occurred, and are, duly in office and duly
qualified for such office.

upon its adoption.

Sectionl 1.07. Effective Date This Resolution shall take effect immediately

Adopted this 31~ day of October, 2005.

AJ444 ~
Chairperson and Member

~./~•l
(7~•_~_

M~ber

..‘

—,~- ~cj~~ir

,
~ ec*-~

Member ~1
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CERTIFICATION

Certified a U~ue copy ofa Resolution duly adopted by the Public Service Board

ofGAULEY RIVER PUBLIC SERVICE DISTRICT on the 3I~ day of October, 2005.

Dated this 2~Id day ofNovember, 2005.

SEALI

~ /?. .7’~~ 1
Secretaiy

~ornios

004046/00312
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EXHIB~11A

PROJECF DESCRIYFION

The Project consists ofapproximately 74,210 feet of 8 inchPVC, apprwiin~te1y
8,491 feet of 8 inch DIP, approximately 15,820 feet of 6 inch PVC, approximately 7,514 feet

of 6 inch DIP, approximately 255 feet of4 inch DIP, approximately 8,179 feet of2 inch PVC,

approximately 280 feet of 2 inch water mains, 38 fire hyikant assemblies, 2 booster stations

and 2 waterstorage tanks (78,000 gallons and 108,000 gallons, respectively) and the upgrading
of a booster station at Ails to 280 gpinto serve approximately 264 new customers in the

Twentymile and Route 39/Peters Creek areas ofFayette and Nicholas Counties, at Twentyniile
Creek~ Vaugh2n, Little Elk Mountain, Lyonsville, Lockwood and Drennan, West Virginia,
together with all appurtenant facilities.
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GAULEY RIVER PUBLIC SERVICE DISTRICT 2.5

WATER REVENUE BONDS, SERIES 2005 A

• (UNITED STATES DEPARTMENT OF AGRICULTURE)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE PRINCIPAL

AMOUNT. DATE MATURITY DATE INTEREST RATE, PAYMENT

SCHEDULESALEPRICEANDOTHERTERMS OFTHEGAULEYRWER

PUBLIC SERVICEDI~ICFWATERREVENUEBONDS, SERIES 2005 A

(UNiTEDSTATES DEPARTh1EI~1FOFAGRICULTURE);DESIGNATINGA
DEPOSITORY BANK AND MAKING OTHER PROVISIONS AS TO THE

BONDS.

WHEREAS, the Public Service Board (the “Governing Body”) ofGauley River
Public Service District (the “Issue?’) has duly and officially adopted a Bond Resolution on

October 31, 2005 (the “Resolution”), entitled:

RESOLUTIONALTIIiORIZINGTHEACQUiSiTIONANDCONSTRUCTION
OFCERTAINIMPROVEMENTSAND EXTENSIONSTOTHEEXISTING

PUBLIC WATER FACILITIES OF GAULEY RIVER PUBLIC SERVICE

DISTRICT AND THE FINANCING OF THE COST THEREOF, NOT

OTHERWISEPROVIDED,THROUGHTHEISSUANCEBYTHEDISTRICT

OFNOTMORETHAN$1,623,000 INAGGREGATEPRINCIPALAMOUNT
OF WATER REVENUE BONDS. SERIES 2005 A (UNITED STATES

DEPARTMENTOFAGRICULTURE); PROVIDINGFORTHERIGHTS AND
REMEDIES OF AND SECURiTY FOR THE REGISTERED OWNERS OF

SUCH BONDS; AUTHORIZING THE SALE AND PROVIDING FORTHE

TERMS AND PROVISIONS OF SUCH BONDS AND ADOPTING OTHER

PROVISIONS RELATING THERETO.

WHEREAS, the capitalized terms used herein and not otherwise defined herein

shall have the same meaning set forth in the Resolution when used herein;

WHEREAS, the Resolution provides for the issuance of the Water Revenue

Bonds, Saws 2005 A (United States Department of Agriculture), of the Issuer, in the

aggregate principal amount not to exceed $1,623,000 (the “Bonds” or the “Series 2005 A

Bonds”), all in accordance with Chapter 16, Article 13A of the Code of West Virginia, 1931,

as amended (the “Act”), and in the Resolution it is provided that the exact principal amount~
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date, maturity datc~ interest rate~ payment schedule, sale price and other terms of the Bonds

shouldbe established by asupplemental resolution, and that othermatters relkting to the Bonds

be herein provided for;

WHEREAS, the Bonds areproposed to be purchased by the Government pursuant

to the Letter of Conditions; and

WHEREAS, the Governing Body deems it essential and desirable that this

supplemental resolution (the “Supplemental Resolution”) be adopted, that the exact principal
amount, date~ maturity date, interest rate, payment schedule, sale price and other terms of the

Bonds be fixed hereby in the manner stated herein, and that other matters relating to the Bonds
be herein provided for.

NOW,ThEREFORE, BEITRESOLVED BYTHEGOVERNiNGBODY OF

GAUI..EY RiVER PUBLIC SERVICE DISTRICT:

Sectioni Pursuant to the Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the Water

Revenue Bonds, Series 2005 A (United States Department of Agriculture), ofthe Issuer, in the

original aggregate principal amount of $1,623,000. The Series 2005 A Bonds shall be issued

in the form ofone Bond, shall be dated the date of delivery, shall mature forty years from the

date thereof, shall benumbered AR-I ,and the principal amountadvanced underthe Series 2005
A Bonds shall bear interest at the rate of4.25% per annum. Monthly instalments of interest

only on the amounts advanced under the Series 2005 A Bonds are payable 30 days following
the date of delivery of the Series 2005 A Bonds and on the corresponding day ofeach month
thereafter for the first 24 months after the date of delivery, of the SerIes 2005 A Bonds, and

thereafter, monthly installments of principal of and interest on the Series 2005 A Bonds, in

the aggregate amount of $7,190, are payable on the corresponding day of each month, except
that the final installment on the Series 2005 A Bonds shall be paid at the end of40 years from

the date ofthe Series 2005 A Bonds in the sum of the unpaid principal and interest due on the

date thereof. The Series 2005 A Bonds axe subject to prepayment as set forth in the

Resolution and the Series 2005 A Bonds. All principal and interest payments on the Series

2005 A Bonds will be paid by the Issuerdircctly to the onlerof the United States of America

at its National Finance Office, 1520 Market Street, SL Louis, Missouri 63103.

Section2 All otherprovisions relating to the Bonds and the text ofthe Bonds

shall be in substantially the form provided in the Resolution.

Section 3 The Issuer hereby approves and accepts the Letter of Conditions

and all amendments thereto, and the performance of the obligations contained therein, on

behalfofthe Issuer, arc hereby authorized, approved and directet The price ofthe Bonds shall

be 100% of par value, there being no interest accrued thereon, provided that the proceeds of
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the Bonds shall be advanced from time to tune as requisitioned by the Issuer.

Section4 The Issuer hereby appoints and designatesTheCity National Bank
of West Virginia, Gaulcy Bridge, West Virginia, to serve as the Depository Bank under the

Resolution.

Sectioni The proceeds of the Bonds, as advanced from time to time, 5hall

be deposited in the Series 2005 A Bonds Construction Trust Fund for payment of the costs of

the Project and the costs of issuance of the Bonds and related costs.

Section6 TheChairpei~on and Secretary are hereby authorizedand directed

to execute and deliver such other documents and certificates required or desirable in

connection with the Bonds hereby and by the Resolution approved and provided for, to the end

that the Bonds may be delivered to the Government pux~uant to the Letter ofConditions on or

about November 2, 2005.

Section 7 The acquisition and construction of the Project and the financing
thereof in part with proceeds ofthe 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.

SectionS The Issuerhereby determines to invest all moneys in the funds and

accounts established by the Resolution held by the Depository Bank until expended, in money
market accounts secured by a pledge of Government Obligations, and therefore, the Issuer

hereby directs the Depository Bank to invest all moneys in such money market accounts until

further directed in writing by the Issuer. Moneys in the Series 2005 A Bonds Reserve

Account shall be invested by the Commission in the West Virginia Consolidated Fund.

Section 9 The Issuer hereby approves the costs of issuance and authorizes

the payment of the same.

Section 10 The Issuer hereby approves and accepts all contracts relating to the

financing, acquisition and construction ofthe Project and the Chairperson is hereby authorized
and directed to execute and deliver all such contracts.

Section 11 This Supplemental Resolution shall be effective immediately
following adoption hereof.
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Adopted this 31~ day of October, 2005.

A
rnember

1)1 (~

Member
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Public

Service BoardofGAULEY RIVERPUBLICSERVICE DiSTRiCT on the 3ladayofOctober,
2005.

Dated this 2~’ day ofNovember, 2005.

SEALI

/ c~E~

10/27/05
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GAULEY RIVER PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE COMPLETION OF,

ACQUISITION AND CONSTRUCTION OF CERTAIN

IMPROVEMENTS AND EXTENSIONS TO THE

EXISTING PUBLIC WATER FACILITIES OF GAULEY

RIVER PUBLIC SERVICE DISTRICT AND THE

PERMANENT FINANCING OF THE COST THEREOF,
NOT OTHERWISE PROVIDED, THROUGH THE

ISSUANCE BY THE DISTRICT OF NOT MORE THAN

$354,818 IN AGGREGATE PRINCIPAL AMOUNT OF

WATER REVENUE BONDS, SERIES 2007 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 TIlE TERMS AND

PROVISIONS OF SUCH BONDS AND ADOFFING

OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF GAULEY

RIVER PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINiTIONS

{C124330L1)
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Section 1.01. Authority for this Resolution This Resolution (together with

any order or resolution supplemental hereto or amendatory hereof, the “Bond

Legislation”) is adopted pursuant to the provisions of Chapter 16, Article 13A and

Chapter 31, Article 15A of the Code of West Virginia, 1931, as amended (collectively,
the “Act”), and other applicable provisions of law.

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

A. Gauley River Public Service District (the “Issuer”) is a public
service district, public corporation and politiëal subdivision of the State of West Virginia
in Fayette County of said State.

B. The Issuer presently owns, and operates a public water system in

Fayette, Nicholas and Clay Counties. However, it has been deemed necessary and

desirable for the health and welfare of the inhabitants of the Issuer that there be

constructed certain improvements and to upgrade the booster. station at Alta to serve

approximately 264 new customers in the Twentymile and Route 391 Peters Creek areas

of Fayette and Nicholas Counties (collectively, the “Project”), which constitute public
service properties for the diversion, development, pumping, impounding, treatment,

storage, distribution or furnishing of water to or for the public for industrial, public,
private or other uses (the existing public water facilities of the Issuer, the Project and any

further improvements or extensions thereto are herein called the “System”), in

accordance with the plans and specifications prepared by the Consulting Engineers,
which plans and specifications have heretofore been filed with the Issuer.

C. By a Resolution dated November 2, 2005, the Issuer authorized the

funding of a portion of the cost of the Project through the issuance of the Water Revenue

Bonds, Series 2005 A (United States Department of Agriculture) (“Series 2005 A

Bonds”) in the original aggregate amount of $1,623,000. Additionally, the Issuer

obtained funding for the Project from a grant from the United States Department of

Agriculture in the amount of $3,533,310 and an Abandoned Mine Lands grant of

$753,840.

D. During the course of constructing the Project, the Issuer’s

contractors filed claims for material cost overruns arising from the manufacturer

cancellation of contract price under the force majeure clause following the 2005

hurncanes. The contractors’ claims were ultimately arbitrated and the contractors were

awarded additional payments. As a result, the Issuer must pay these additional payments
to the contractor as additional costs of the Project.
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E. The Issuer intends to permanently finance this portion of the

costs of acquisition and construction of the Project through the issuance of its revenue

bonds to the West Virginia Water Development Authority (the “Authority”), in

connection with the West Virginia infrastructure Fund administered by the Authority

pursuant to the Act.

F. It is deemed necessary for the Issuer to issue its Water Revenue

Bonds, Series 2007 A (West Virginia Infrastructure Fund), in the aggregate principal
amount of not more than $354,818 (the “Series 2007 A Bonds”), to permanently finance

the costs of completion of the acquisition and construction of the Project. The remaining
costs of the Project were funded from the sources set forth in Section 2.01 hereof. Such

costs shall be deemed to include the cost of acquisition and construction of any public
service properties and any improvements and extensions thereto, the cost of all property
rights, easements and franchises deemed necessary or convenient therefor, interest, if

any, on the Series 2007 A Bonds prior to and during acquisition and construction of the

Project and for a period not exceeding 6 months after completion of acquisition and

construction of the Project; amounts which may be deposited in the Series 2007 A Bonds

Reserve Account (as hereinafter defmed); 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 Inistees

or other costs in connection with the sale of the Series 2007 A Bonds and such. other

expenses as may be necessary or incidental to the fmancing herein authorized, the

acquisition or construction of the Project and the placing of same in operation, and the

performance of the things herein required or permitted, in connection with any thereof;

provided, that reimbursement to the Issuer for any amounts expended by it for allowable

costs prior to the issuance of the Series 2007 A Bonds or the repayment of indebtedness

incurred by the Issuer for such purposes shall be deemed Costs of the Project, as

hereinafter defined.

G. The period of usefulness of the System after completion of the

Project is not less than 40 years.

H. It is in the best interests of the Issuer that the Series 2007 A Bonds
be sold to the Authority pursuant to the terms and provisions of a loan agreement by and

between the Issuer and the Authority, on behalf of the West Virginia Infrastructure and

Jobs Development Council (the “Council”), in form satisfactory to the respective parties
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(the “Loan Agreement”), approved hereby if not previously approved by resolution of the

Issuer.

1. The following outstanding bonds of the Issuer have a first lien on the

Net Revenues of the System: (1) Waterworks Revenue Bonds, Series 1986 A, dated May
9, 1986, issued in the original principal amount of $123,230 (the “Series 1986 A

Bonds”); (ii) Water Revenue Bonds, Series 1993, dated March 17, 1993, issued in the

original principal amount of $1,600,000 (the “Series 1993 Bonds”); (iii) Water Revenue

Bonds, Series 1997 A, dated June 26, 1997, issued in the original principal amount of

$414,000 (the “Series 1997 A Bonds”); (iv) Water Revenue Bonds, Series 1997 B, dated

June 26, 1997, issued in the original principal amount of $57,000 (the “Series 1997 B

Bonds”); and (v) the Series 2005 A Bonds (collectively the “First Lien Bonds”).

The following outstanding bonds of the Issuer have a second lien on the

Net Revenues of the System: Supplemental Waterworks Subordinate Revenue Bonds,

Series 1986, dated May 9, 1986, issued in the original principal amount of $61,350 (the
“Series 1986 B Bonds” and collectively with the First Lien Bonds, the “Prior Bonds”).

The Series 2007 A Bonds shall be issued on a parity with the First Lien

Bonds and senior and prior to the Series 1986 B 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 2007 A Bonds, the Issuer will obtain (1) the certificate. of an Independent Certified

Public Accountant stating that the coverage and parity tests of the First Uen Bonds have

been met; (ii) the written consent of the Registered Owner of the First Lien Bonds to the

issuance of the Series 2007 A Bonds on a parity with the First Lien Bonds; and (ul) the

written consent of the Registered Owner of the Series 1986 B Bonds to the issuance of

the Series 2007 A Bonds on a senior and prior basis to the Series 1986 B Bonds. Other

than the Prior Bonds, there are no other outstanding bonds or obligations of the Issuer

which are secured by revenues or assets of the System.

J. The estimated revenues to be derived in each year following
completion of the Project from the operation of the System will be sufficient to pay all

Operating Expenses of the System, the principal of and interest, if any, on the Series

2007 A Bonds and the Prior Bonds and all funds and accounts and other payments

provided for herein.

K. The Issuer has complied with all requirements of West Virginia law

and the Loan Agreement relating to authorization of the acquisition, construction and

operation of the Project and the System, and the issuance of the Series 2007 A Bonds, or
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will have so complied prior to issuance of any thereof, including, among other things and
without limitation, the approval of the Project and the financing thereof by the Council

and the obtaining of a certificate of.public convenience and necessity and approval of this

financing and necessary user rates and charges described herein from the Public Service

Commission of West Virginia (the “PSC”) by final order, the time for rehearing and

appeal of which will either have expired prior to the issuance of the Series 2007 A Bonds

or such final order will not be subject to appeal or rehearing.

L. The Project has been reviewed and determined to be technically and

financially feasible by the Council as required under Chapter 31, Article 15A of the Code

of West Virginia, 1931. as amended.

Section 1.03. Bond Legislation Constitutes Contract In consideration of

the acceptance of the Series 2007 A Bonds by those who shall be the Registered Owners
of the same from time to time, this Bond Legislation shall be deemed to be and shall

constitute a contract between the Issuer and such Registered Owners, and the covenants

and agreements herein set forth to be performed by the Issuer shall be for the equal
benefit, protection and security of the Registered Owners of any and all of such

Series 2007 A Bonds, all which shall be of equal rank and without preference, priority or

distinction between any one Bond of a series and any other Bonds of the same series, by
reason of priority of issuance or otherwise, except as expressly provided therein and

herein.

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

“Ace’ means, collectively, Chapter 16, Article 13A and Chapter 31,
Article 15A of the Code of West Virginia, 1931, as amended and in effect on the date of

adoption hereof.

“Authority” means the West Virginia Water Development Authority, which

is expected to be the original purchaser and Registered Owner of the Series 2007 A

Bonds, or any other agency, board or department of the State of West Virginia that

succeeds to the functions of the Authority.

“Authorized Officei” means the Chairperson of the Governing Body
of the Issuer or any temporary Acting Chairperson duly elected by the Governing Body.

(C 1243301.1)
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“Bond Legislation,” “Resolution,” “Bond Resolution” or “Local Act”

means this Bond Resolution and all orders and resolutions supplemental hereto or

amendatory hereof.

“Bond Registrar” means the bank or other entity to be designated as such in

this Bond Resolution or the Supplemental Resolution and its successors and assigns.

“Bond Year” means the 12-month period beginning on the anniversary of

the Closing Date in each year and ending on the day prior to the anniversary date of the

Closing Date in the following year, except that the first Bond Year shall begin on the

Closing Date.

“Bonds” means, collectively, the Series 2007 A Bonds, the Prior Bonds and

any bonds on a parity therewith subsequently authorized to be issued hereunder or by
another resolution of the Issuer.

“Chairperson” means the Chairperson of the Governing Body of the Issuer

or any temporary Acting Chairperson duly elected by the Governing Body.

“Closing Date” means the date upon which there is an exchange of the

Series 2007 A Bonds for all or a portion of the proceeds of the Series 2007 A Bonds.

“Code” means the Internal Revenue Code of 1986, as amended, and the

Regulations.

“Commission” means the West Virginia Municipal Bond Commission or

any other agency of the State of West Virginia that succeeds to the functions of the

Commission.

“Consulting Engineers” means Pentree; Incorporated, Princeton, West

Virginia, or any qualified engineer or firm of engineers, licensed by the State, that shall at

any time hereafter be procured by the Issuer as Consulting Engineers for the System Or

portion thereof in accordance with Chapter 5G. ArticLe 1 of the Code of West Virginia,
193 1, as amended.

“Costs” or “Costs of the Project” means those costs described in

Section 1 .02F hereof to be a part of the cost of acquisition and construction of the

Project, and those additional costs described in Section l.02D that have been awarded to

the contractor.

(C12433011)

6



“Council” means the West Virginia Infrastructure and Jobs DeveLopment
Council or any other agency of the State of West Virginia that succeeds to the functions

of the Council.

“Depository Bank” means the bank or banks designated as such in the

Supplemental Resolution and any successors and assigns, which shall be a member of

FDIC.

“Depreciation Reserve” means the Depreciation Reserve created by the

Prior Resolutions and continued by Section 5.01 hereof.

“FDIC” means the Federal Deposit Insurance Corporation and any

successor to the functions of the FDIC.

“Fiscal Yea?’ means each 12-month period beginning on July 1 and ending
on the succeeding June 30.

“First Lien Bonds” means, collectively, the Series 1986 A Bonds, the

Series 1993 Bonds, the Series 1997 A Bonds, the Series 1997 B Bonds, and the Series

2005 A Bonds.

“Governing Body” or “Board” means the public service board of the Issuer,

as it may now or hereafter be constituted.

“Government” means the United States of America, United States

Department of Agriculture, Rural Utilities Service.

“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.

“Grams” means all moneys received by the Issuer on account of any Grant

for the Project.

“Gross Revenues” means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and

reasonable provision for uncollectible accounts; provided, that “Gross Revenues” does
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not include any gains from the sale or other disposition of, or from any increase in the

value of, capital assets (including Qualified Investments, as hereinafter defined) or any

Tap Fees, as hereinafter defined.

“Herein,” “hereto” and similar words shall refer to this entire Bond

Legislation.

“Independent Certified Public Accountants” means any certified public
accountant or firm of certified public accountants that shall at any time hereafter be

retained by the Issuer to prepare an independent annual or special audit of the accounts of

the System or for any other purpose except keeping the accounts of the System in the

normal operation of its business and affairs.

“Investment Property” means:

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

Code),

(B) any obligation,

(C) any annuity contract,

(D) any investment-type property, or

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

rental property for family units which is not located within the jurisdiction of the Issuer

and which is not acquired to implement a court ordered or approved housing
desegregation plan.

Except as provided in the following sentence, the term “Investment

Property” does not include any tax-exempt bond. With respect to an issue other than an

issue a part of which is a specified private activity bond (as defined in section 57(a)(5)(C)
of the Code), the term “Investment Property” includes a specified private activity bond

(as so defined).

“Issuer” means Gauley River Public Service District, a public service

district, public corporation and political subdivision of the State of West Virginia in

Fayette County, West Virginia, operating the system in Fayette, Nicholas and Clay
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Counties and, unless the context clearly indicates otherwise, includes the Governing
Body of the Issuer.

“Loan Agreement” means the Loan Agreement heretofore entered, or to be

entered, into by and between the Issuer and the Authority, on behalf of the Council,

providing for the purchase of the Series 2007 A Bonds from 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.

“Net Proceeds” means the face amount of the Series 2007 A Bonds, plus
accrued interest and premium, if any, less original issue discount, if any, and less

proceeds, if any, deposited in the Series 2007 A Bonds Reserve Account. For purposes
of the Private Business Use limitations set forth herein, the term Net Proceeds shall

include any amounts resulting from the investment of proceeds of the Series 2007 A

Bonds, without regard to whether or not such investment is made in tax-exempt

obligations.

“Net Revenues” means the balance of the Gross Revenues, remaining after

deduction of Operating Expenses, as hereinafter defined.

“Nonpurpose Investment” means any Investment Property as defined in

Section 148(b) of the Code, that is not a purpose investment.

“Operating Expenses” means the reasonable, proper and necessary costs of

repair, maintenance and operation of the System, as hereinafter defined and includes,
without limiting the generality of the foregoing, administrative, engineering, legal,
auditing and insurance expenses, other than those capitalized as part of the Costs, fees

and expenses of the Authority, fiscal agents, the Depository Bank, Registrar and Paying
Agent, other than those capitalized as part of the Costs, payments to pension or

retirement funds, taxes and such other reasonable operating costs and expenses as should

normally and regularly be included under generally accepted accounting principles;
provided, that “Operating Expenses” does not include payments on account of the

principal of or redemption premium, if any, or interest on the Bonds, charges for

depreciation, losses from the sale or other disposition of, or from any decrease in the

value of, capital assets, amortization of debt discount or such miscellaneous deductions

as are applicable to prior accounting periods.

“Outstanding,” when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered,
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except (i) any Bond canceled by the Bond Registrar at or prior to said date; (ii) any Bond

for the payment of which moneys, equal to its principal amount and redemption

premium, if applicable, with interest to the date of maturity or redemption shall be in tnist

hereunder and set aside for such payment (whether upon or prior to maturity); (iii) any
Bond deemed to have been paid as provided in Article X hereof; and (iv) for purposes of

consents or other action by a specified percentage of Registered Owners, any Bonds

registered to the Issuer.

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

“Paying Agent” means the Commission or other entity designated as such

for the Series 2007 A Bonds in the Supplemental Resolution.

“Prior Bonds” means, collectively, the Series 1986 A Bonds, the Series

1986 B Bonds, the Series 1993 Bonds, the Series 1997 A Bonds, the Series 1997 8

Bonds and the Series 2005 A Bonds of the Issuer, all as described in Section l.02G and

1.02C hereof.

“Prior Resolutions” means, collectively, the resolutions of the Issuer,

authorizing the Prior Bonds.

“Private Business Use” means use (directly or indirectly) in a trade or

business carried on by any person other than a governmental unit provided that, use as a

member of the general public shall not be taken into account.

‘Project” means the Project as described in Section 1.028 hereof.

“PSC” means the Public Service Commission of West Virginia and any

successor to the functions thereof.

“PSC Order” means, collectively, the final order or orders of the PSC,
granting the Issuer a certificate of convenience and necessity to construct the Project and

approving the financing for the Project and the rates of the System.

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

(a) Government Obligations;
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(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;

(e) Time accounts (including accounts evidenced by time certificates of

deposit, time deposits or other similar banking arrangements) which, to the extent not

insured by the FDIC or Federal Savings and Loan Insurance Corporation, shall be

secured by a pledge of Government Obligations, provided, that said Government

Obligations pledged either must mature as nearly as practicable coincident with the

maturity of said time accounts or must be replaced or increased so that the market value

thereof is always at least equal to the principal amount of said time accounts;

(f) Money market funds or similar funds whose only assets are

investments of the type described in paragraphs (a) through (e) above;

(g) Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (e) above, with banks or national banking
associations which are members of FDIC or with government bond dealers recognized as

primary dealers by the Federal Reserve Bank of New York, provided that said

investments securing said repurchase agreements either must mature as nearly as

practicable coincident with the maturity of said repurchase agreements or must be

replaced or increased so that the market value thereof is always at least equal to the

principal amount of said repurchase agreements, and provided further that the holder of

such repurchase agreement shall have a prior perfected security interest in the collateral

therefor, must have (or its agent must have) possession of such collateral; and such

collateral must be free of all claims by third parties;
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(h) The West Virginia “consolidated fund” managed by the

West Virginia Board of Treasury Investments pursuant to Chapter 12, Article 6C of the

Code of West Virginia, 1931, as amended; and

(i) Obligations of states or political subdivisions or agencies thereof, the

interest on which is excluded from gross income for federal income tax purposes, and

which are rated at least “A” by Moody’s Investors Service, Inc. or Standard & Poor’s

Corporation.

“Registered Owner” or any similar term whenever used herein with respect
to an outstanding Bond or Bonds, means the person in whose name such Bond is

registered.

“Registrar” means the Bond Registrar.

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

“Renewal and Replacement Fund” means the Renewal and Replacement
Fund created by Section 5.01 hereof.

“Reserve Accounts” means, collectively, the respective reserve accounts of

the Series 2007 A Bonds and the Prior Bonds.

“Reserve Requirement” means, collectively, the respective amounts

required to be on deposit in the Reserve Accounts.

“Revenue Fund’ means the Revenue Fund created by the Prior Resolutions

and continued by Section 5.01 hereof.

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

“Series 2007 A Bonds” means the Water Revenue Bonds, Series 2007 A

(West Virginia Infrastructure Fund), of the Issuer, authorized by this Resolution.

“Series 2007 A Bonds Construction Trust Fund” means the Series 2007 A

Bonds Construction Trust Fund created by Section 5.01 hereof.
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“Series 2007 A Bonds Reserve Account” means the Series 2007 A Bonds

Reserve Account created by Section 5.02 hereof~

“Series 2007 A Bonds Reserve Requirement” means, as of any date of

calculation, the maximum amount of principal and interest, if any, which will become

due on the Series 2007 A Bonds in the then cwTent or any succeeding year.

“Series 2007 A Bonds Sinking Fund” means the Series 2007 A Bonds

Sinking Fund created by Section 5.02 hereof.

“Sinking Funds” means, collectively, the respective sinking funds of the

Series 2007 A Bonds and the Prior Bonds.

“Stat&’ means the State of West Virginia.

“Supplemental Resolution” means any resolution or order of the Issuer

supplementing or amending this Resolution and, when preceded by the article “the,”
refers specifically to the supplemental resolution or resolutions authorizing the sale of the

Senes 2007 A Bonds; provided, that any matter intended by this Resolution to be

included in the Supplemental Resolution with respect to the Series 2007 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 Sinking Funds, the

Resen,e Accounts, the Depreciation Reserve and the Renewal and Replacement Fund.

“System” means the complete public service properties of the Issuer for the

diversion, development, pumping, impounding, treatment, storage, distribution or

furnishing of water to or for the public for industrial, public, private or other uses as

presently existing in its entirety or any integral part thereof, and shall include the Project
and any additions, improvements and extensions thereto hereafter constructed or acquired
for the System from any sources whatsoever.

‘1ap Fees” means the fees, if any, paid by prospective customers of the

System in order to connect thereto.
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“West Virginia Infrastructure Fund” means the West Virginia Infrastructure

Fund established in accordance with Chapter 31, Article 15A, Section 9 of the Code of

West Virginia, 1931, as amended and in effect on the date of adoption hereof.

Additional terms and phrases are defmed in this Resolution as they are

used. Words importing singular number shall include the plural number in each case and

vice versa; words importing persons shall include firms and corporations; and words

importing the masculine, feminine or neutral gender shall include any other gender; and

any requirement for execution or attestation of the Bonds or any certificate or other

document by the Chairperson or the Secretary shall mean that such Bonds, certificate or

other document may be executed or attested by an Acting Chairperson or Acting
Secretary.
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ARTICLE II

AUTHORIZATION OF COMPLETION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Completion of Acquisition and Construction

of the Project There is hereby authorized and ordered the completion of acquisition and

construction of the Project, at an estimated cost of $6,264,968, 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 2007

A Bonds shall be applied as provided in Article VI hereof. The Issuer has received bids

and has entered into contracts for the acquisition and construction of the Project, in an

amount and otherwise compatible with the financing plan submitted to the Council.

The cost of the Project is estimated to be $6,264,968 of which

approximately $354,818 will be obtained from proceeds of the Series 2007 A Bonds to

complete the Project. The Project was also financed with $1,623,000 from the proceeds
of the Series 2005 A Bonds, $3,533,310 from an United States Department of Agriculture
(Rural Utility Services) Grant and $753,840 from an Abandoned Mine Lands Grant.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION

AND SALE OF BONDS; AUTHORIZATION AND EXECUTION

OF LOAN AGREEMENT

Section 3.01. Authorization of Bonds For the purposes of capitalizing
interest on the Series 2007 A Bonds, funding the Series 2007 A Bonds Reserve Account,

paying Costs of the Project not otherwise provided for, and paying certain costs of

issuance of the Series 2007 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 to

be issued negotiable Series 2007 A Bonds of the Issuer. The Series 2007 A Bonds shall

be issued as a single bond, designated as “Water Revenue Bonds, Series 2007 A (West

Virginia Infrastnicture Fund),” in the principal amount of not more than $354,818, and

shall have such terms as set forth hereinafter and in the Supplemental Resolution. The

proceeds of the Series 2007 A Bonds remaining after funding the Series 2007 A Bonds

Reserve Account (if funded from Bond proceeds) and capitalizing interest on the

Series 2007 A Bonds, if any, shall be deposited in or credited to the Series 2007 A Bonds

Construction Trust Fund established by Section 5.01 hereof and applied asset forth in

Article VI hereof.

Section 3.02. Terms of Bonds The Series 2007 A Bonds shall be issued in

such principal amounts; shall bear interest, if any, at such rate or rates, not exceeding the

legal maximum rate, payable quarterly on such dates; shall mature on such dates and in

such amounts; and shall be redeemable, in whole or in part, all as the Issuer shall

prescribe in a Supplemental Resolution or as specifically provided in the Loan

Agreement. The Series 2007 A Bonds shall be payable as to principal at the office of the

• Paying Agent, in any coin or currency which, on the dates of payment of principal is

legal tender for the payment of public or private debts under the laws of the United States

of America. Interest on the Series 2007 A Bonds, if any, shall be paid by check or draft

of the Paying Agent mailed to the Registered Owner thereof at the address as it appears

on the books of the Bond Registrar, or by such other method as shall be mutually
agreeable so long as the Authority is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2007

A Bonds shall be issued in the form of a single bond, fully registered to the Authority,
with a record of advances and a debt service schedule attached, representing the

aggregate principal amount of the Series 2007 A Bonds. The Series 2007 A Bonds shall

be exchangeable at the option and expense of the Registered Owner for another fully
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registered Bond or Bonds of the same series in aggregate principal amount equal to the

amount of said Bonds then Outstanding and being exchanged, with principal installments

or maturities, as applicable, corresponding to the dates of payment of principal
installments of said Bonds; provided, that the Authority shall not be obligated to pay any

expenses of such exchange.

Subsequent series of Bonds, if any, shall be issued in fully registered form
and in denominations as determined by a Supplemental Resolution. Such Bonds shall be

dated and shall have such terms as set forth in a Supplemental Resolution.

Section 3.03. Execution of Bonds The Series 2007 A Bonds shall be

executed in the name of the Issuer by the Chairperson, and the seal of the Issuer shall be

affixed thereto or imprinted thereon and attested by the Secretary. In case any one or

more of the officers who shall have signed or sealed the Series 2007 A Bonds shall cease

to be such officer of the Issuer before the Series 2007 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 2007 A Bonds may be signed and sealed on

behalf of the Issuer by such person as at the actual time of the execution of such Bonds

shall hold the proper office in the Issuer, although at the date of such Bonds such person

may not have held such office or may not have been so authorized.

Section 3.04. AuthenticatiOn and Registration No Series 2007 A Bonds

shall be valid or obligatory for any purpose or entitled to any security or benefit under

this Bond Legislation unless and until the Certificate of Authentication and Registration
on such Bond, substantially in the form set forth in Section 3.10 hereof, shall have been

manually executed by the Bond Registrar. Any such executed Certificate of

Authentication and Registration upon any such Bond shall be conclusive evidence that

such Bond has been authenticated, registered and delivered under this Bond Legislation.
The Certificate of Authentication and Registration on any such Bonds shall be deemed to

have been executed by the Bond Registrar if manually signed by an authorized officer of

the Bond Registrar, but it shall not be necessary that the same officer sign the Certificate

of Authentication and Registration on all of such Bonds issued hereunder.
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Section 3.05. Negotiability. Transfer and Registration Subject to the

provisions for transfer of registration set forth below, the Series 2001 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 Registered Owner,

in accepting the Series 2007 A Bonds shall be conclusively deemed to have agreed that

such Bonds shall be and have all of the qualities and incidents of negotiable instruments

under the Uniform Commercial Code of the State of West Virginia, and each successive

Registered Owner shall further be conclusively deemed to have agreed that such Bonds

shall be incontestable in the hands of a bona fide registered owner for value.

So long as the Series 2007 A Bonds remain outstanding, the Issuer, through
the Bond Registrar as its agent, shall keep and maintain books for the registration and

transfer of the Bonds.

The registered Series 2007 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 2007 A Bonds or

transferring the registered Series 2007 A Bonds is exercised, all such Bonds shall be

delivered in accordance with the provisions of this Bond Legislation. All such Bonds

surrendered in any such exchanges or transfers shall forthwith be canceled by the Bond

Registrar. For every such exchange or transfer of such Bonds, the Bond Registrar may
make a charge sufficient to reimburse it for any tax, fee or other governmental charge
required to be paid with respect to such exchange or transfer and the cost of preparing
each new Bond upon each exchange or transfer, and any other expenses of the Bond

Registrar incurred in connection therewith, which sum or sums shall be paid by the

Issuer. The Bond Registrar shall not be obliged to make any such exchange or transfer of

Bonds during the period commencing on the 15th day of the month next preceding an

interest payment date on such Bonds or, in the case of any proposed redemption of such

Bonds, next preceding the date of the selection of Bonds to be redeemed, and ending on

such interest payment date or redemption date.

(C1243301$)
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Section 3.06. Bonds Mutilated. Destroyed. Stolen or Lost En case any
Series 2007 A Bond shall become mutilated or be destroyed, stolen or lost, the Issuer

may, in its discretion, issue, and the Bond Registrar shall, if so advised by the Issuer,

authenticate, register and deliver, a new Bond of the same series and of like tenor as the

Bonds so mutilated, destroyed, stolen or lost, in exchange and substitution for such

mutilated Bond, upon surrender and cancellation of such mutilated Bond, or in lieu of

and substitution for the Bond destroyed, stolen or lost, and upon the Registered Owner’s

furnishing satisfactory indemnity and complying with such other reasonable regulations
and conditions as the Issuer may prescribe and paying such expenses as the Issuer and the

Bond Registrar may incur. All Bonds so surrendered shall be canceled by the Bond

Registrar and held for the account of the Issuer. If any such Bond shall have matured or

be about to mature, instead of issuing a substitute Bond, the Issuer may pay the same,

upon being indemnified as aforesaid, and if such Bond be lost, stolen or destroyed,
without surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the Issuer The Series 2007

A Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the

meaning of any constitutional or statutory provision or limitation, but shall be payable
solely from the Net Revenues derived from the operation of the System as herein

provided. No Registered Owner of such Bonds shall ever have the right to compel the

exercise of the taxing power of the Issuer, if any, to pay such Bonds or the interest, if

any, thereon.

Section 3.08. Bonds Secured by Pledge of Net Revenues~ Lien Position

with Respect to Prior Bonds The payment of the debt service of the Series 2007 A

Bonds shall be secured by a first lien on the Net Revenues, on a parity with the lien on

the Net Revenues in favor of the Registered Owners of the First Lien Bonds and senior

and prior to the lien on the Net Revenues in favor of the Registered Owners of the Series

1986 B Bonds. Such Net Revenues in an amount sufficient to pay the principal of and

interest, if any, on and other payments for the Series 2007 A Bonds and the Prior Bonds
and to make all other payments provided for in the Bond Legislation and the Prior

Resolutions, are hereby irrevocably pledged to such payments as they become due.

Section 3.09. Delivery of Bonds The Issuer shall execute and deliver the

Series 2007 A Bonds to the Bond Registrar, and the Bond Registrar shall authenticate,

register and deliver the Series 2007 A Bonds to the original purchasers upon receipt of a

request and authorization to the Bond Registrar on behalf of the Issuer, signed by an

Authorized Officer, to authenticate, register and deliver such Bonds to the original
purchasers.

fC1243301.I }
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Section 3.10. Form of Bonds The text of the Series 2007 A Bonds shall

be in substantially the following fonn, with such omissions, insertions and variations as

may be necessary and desirable and authorized or permitted hereby, or by any

Supplemental Resolution adopted prior to the issuance thereof:

(C1243301.1)
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(FORM OF SERIES 2007 A BOND)

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

GAULEY RIVER PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 2007 A

(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-___ $_______

KNOW ALL MEN BY THESE PRESENTS: That on this _day of

______

200_, GAULEY RIVER PUBLIC SERVICE DISTRICT, a public service

district, public corporation and political subdivision of the State of West Virginia in

Gauley River of said State (the “Issuer”), for value received, hereby promises to pay,

solely from the special funds provided therefor, as hereinafter set forth, to the WEST

VIRGINIA WATER DEVELOPMENT AUTHORiTY (the “Authority”) or registered
assigns, the sum of

________________________

DOLLARS ($ ~, or such

lesser amount as shall have been advanced to the Issuer hereunder and not previously
repaid, as set forth in the “Record of Advances” attached as EXHiBIT A hereto and

incorporated herein by reference, in quarterly installments on March 1, June 1,

September 1 and December 1 of each year, commencing
______________

1,
______,

as

set forth on the “Debt Service Schedule” attached as EXHIBIT B hereto and incorporated
herein by reference.

This Bond shall bear no interest. Principal installments of this Bond are

payable in any coin or currency which, on the respective dates of payment of such

installments, is legal tender for the payment of public and private debts under the laws of

the United States of America, at the office of the West Virginia Municipal Bond

Commission, Charleston, West Virginia (the “Paying Agent”).

ThisBondmayberedeemedpnortoitsstateddateofmaturity inwholeor

in part, but only with the express written consent of the Authority and the West Virginia
Infrastructure and Jobs Development Council (the “Council”), 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 ,200_.
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This Bond is issued (1) to pay a portion of the costs of acquisition and

construction of certain improvements and extensions to the existing public water facilities

of the Issuer (the “Project”); and (ii) to pay certain costs of issuance of this Bond and

related costs. The existing public water facilities of the Issuer, the Project and any further

improvements or extensions thereto are herein called the “System.” This Bond is issued

under the authority of and in full compliance with the Constitution and statutes of the

State of West Virginia, including particularly Chapter 16, Article 13A and Chapter 31,
Article 15A of the Code of West Virginia, 1931, as amended (collectively, the “Act”), a

Bond Resolution duly adopted by the Issuer on
_____________,

200_, and a

Supplemental Resolution duly adopted by the Issuer on
______________

200_(collectively, the “Bond Legislation”), and is subject to all the terms and conditions

thereof. The Bond Legislation provides for the issuance of additional bonds under

certain conditions, and such bonds would be entitled to be paid and secured equally and

ratably from and by the funds and revenues and other security provided for this Bond

under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT WITH THE

ISSUER’S (1) WATERWORKS REVENUE BONDS, SERIES 1986, DATED MAY 9,

1986, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $123,230; (2) WATER
REVENUE BONDS, SERIES 1993, DATED MARCH 17, 1993, ISSUED IN THE

ORIGINAL PRINCIPAL AMOUNT OF $1,600,000; (3) WATER REVENUE BONDS,
SERIES 1997 A, DATED JUNE 26, 1997, ISSUED IN THE ORIGINAL PRINCIPAL

AMOUNT OF $414,000; (4) WATER REVENUE BONDS, SERIES 1997 B, DATEI)

JUNE 26, 1997, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $57,000;
AND (5) WATER REVENUE BONDS, SERIES 2005 A, DATED NOVEMBER 2,

2005, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $1,623,000
(COLLECTIVELY, THE “FIRST LIEN BONDS”).

THIS BOND IS ISSUED SENIOR AND PRIOR WITH RESPECT TO

LIENS, PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT TO THE

ISSUER’S SUPPLEMENTAL SUBORDINATE WATERWORKS REVENUE BONDS,
SERIES 1986, DATED MAY 9, 1986, ISSUED IN THE ORIGINAL PRINCIPAL

AMOUNT OF $61,350 (THE “SERIES 1986 B BONDS”). THE FIRST LIEN BONDS

AND THE SERIES 1986 B BONDS ARE COLLECTIVELY REFERRED TO AS THE

“PRIOR BONDS.”
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This Bond is payable only from and secured by a pledge of the Net

Revenues (as defined in the Bond Legislation) to be derived from the System, on a parity
with the pledge of Net Revenues in favor of the registered owners of the First Lien

Bonds, and from moneys in the reserve account created under the Bond Legislation for

this Bond (the “Series 2007 A Bonds Reserve Account”) and unexpended proceeds of

this Bond. Such Net Revenues shall be sufficient to pay the principal of and interest, if

any, on all bonds which may be issued pursuant to the Act and shall be set aside as a

special fund hereby pledged for such purpose. This Bond does not constitute an

indebtedness of the Issuer within the meaning of any constitutional or statutory

provisions or limitations, nor shall the Issuer be obligated to pay the same, except from

said special fund provided from the Net Revenues, the moneys in the Series 2007 A

Bonds Reserve Account and unexpended proceeds of this Bond. Pursuant to the Bond

Legislation, the Issuer has covenanted and agreed to establish and maintain just and

equitable rates and charges for the use of the System and the services rendered thereby,
which shall be sufficient, together with other revenues of the System, to provide for the

reasonable expenses of operation, repair and maintenance of the System, and to leave a

balance each year equal to at least 115% of the maximum amount of principal of and

interest, if any, on this Bond payable in any year and all other obligations secured by a

lien on or payable from such revenues on a parity with this Bond, including the Prior

Bonds; provided however, that so long as there exists in the Series 2007 A Bonds

Reserve Account, an amount at least equal to the maximum amount of principal and

interest, if any, which will become due on this Bond in the then current or any succeeding
year, and in the respective reserve accounts established for any other obligations
outstanding on a parity with this Bond, including the Prior Bonds, an amount at least

equal to the requirement therefor, such percentage may be reduced to 110%. The Issuer

has entered into certain further covenants with the Registered Owner (as defmed in the

Bond Legislation) of this Bond for the terms of which reference is made to the Bond

Legislation. Remedies provided the Registered Owner of this Bond are exclusively as

provided in the Bond Legislation, to which reference is here made for a detailed

description thereof.

Subject to the registration requirements set forth herein, this Bond is

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

the provision of the Act, is and has, all the qualities and incidents of a negotiable
instrument under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and

repayment of all amounts advanced for preliminary expenses as provided by law and the

Bond Legislation, shall be applied solely to payment of the costs of the Project and the

costs of issuance hereof as described in the Bond Legislation, and there shall be and

hereby is created and granted a lien upon such moneys, until so applied, in favor of the

Registered Owner of this Bond.

In accordance with the requirements of the United States Department of

Agriculture for the issuance of parity obligations, this Bond will be in default should any

proceeds of this Bond be used for a purpose that will contribute to excessive erosion of

highly erodible land or to the conversion of wetlands to produce an agricultural
commodity.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that

all acts, conditions and things required to exist, happen and be performed precedent to

and at the issuance of this Bond do exist, have happened, and have been performed in due

time, form and manner as required by law, and that the amount of this Bond, together
with all other obligations of the Issuer, does not exceed any limit prescribed by the

Constitution or statutes of the State of West Virginia and that a sufficient amount of the

Net Revenues of the System has been pledged to and will be set aside into said special
fund by the Issuer for the prompt payment of the principal of this Bond.

All provisions of the Bond Legislation, resolutions and statutes under

which this Bond is issued shall be deemed to be a part of the contract evidenced by this

Bond to the same extent as if written fully herein.
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IN WITNESS WHEREOF, GAULEY RIVER PUBLiC SERVICE

DISTRICT has caused this Bond to be signed by its Chairperson and its corporate seal to

be hereunto affixed and attested by its Secretary, and has caused this Bond to be dated the

date first written above.

SEALI

Chairperson

AUEST:

Secretary

fCI2433OLI)
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2007 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:
.
200_.

,asRegistrar

Authorized Officer

(C 1243301.1)
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1) $ (19) $

(2) $ (20) $

(3) $ (21) $

(4) $ (22) $

(5) $ (23) $

(6) $ (24) $

(7) $ (25) $

(8) $ (26) $

(9) $ (27) $

(10) $ (28) $

(11) $ (29) $

(12) $ (30) $

(13) $ (31) $

(14) $ (32) $

(15) $ (33) $

(16) $ (34) $

(17) $ (35) $

(18) $ (36) $

TOTAL $
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EXHIBIT B

DEBT SERViCE SCHEDULE
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(Form of)

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers

unto the

within Bond and does hereby uTevocably constitute and appoint
Attorney to transfer said Bond on the books kept for registration thereof with full power

of substitution in the premises.

Dated:
_____________________

In the presence of:
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Section 3.11. Sale of Bonds: Approval and Ratification of Execution of

Loan Agreement The Series 2007 A Bonds shall be sold to the Authority, pursuant to

the terms and conditions of the Loan Agreement If not so authorized by previous
resolution, the Chairperson is specifically authorized and directed to execute the Loan

Agreement and the Secretary is directed to affix the seal of the Issuer, attest the same and

deliver the Loan Agreement to the Authority, and any such prior execution and delivery
is hereby authorized, approved, ratified and confirmed. The Loan Agreement, including
all schedules and exhibits attached thereto, are hereby approved and incorporated into

this Bond Legislation.

Section 3.12. Filing of Amended Schedule IJpon completion of the

acquisition and construction of the Pmject, the issuer will file with the Authority and the

Council a schedule, the form of which will be provided by the Council, setting forth the

actual costs of the Project and sources of funds therefor.
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ART!CLE IV

RESERVED]
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ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES

AND APPLICATION THEREOF

Section 5.0!. Establishment of Funds and Accounts with Depository
Bank The following special funds or accounts are hereby created with (or continued if

previously established by the Prior Resolutions) and shall be held by the Depository Bank

separate and apart from all other funds or accounts of the Depository Bank and the issuer

and from each other.

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

(2) Depreciation Account (established by the Prior Resolutions);

(3) Renewal and Replacement Fund (established by the Prior

Resolutions); and

(4) Seiies 2007 A Bonds Construction Trust Fund.

Section 5.02. Establishment of Funds and Accounts with Commission The

following special funds or accounts are hereby created with and shall be held by the..

Commission separate and apart from all other funds or accounts of the Commission and

the Issuer and from each other:

(1) Series 2007 A Bonds Sinking Fund; and

(2) Series 2007 A Bonds Reserve Account.

Section 5.03. System Revenues; Flow of Funds A. The entire Gross
Revenues derived from the operation of the System shall be deposited upon receipt in the
Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided
in this 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 herein

provided. All revenues at any time on deposit in the Revenue Fund shall be disposed of

only in the following order of priority:

(1) The Issuer shall first, each month, pay from the Revenue Fund all

current Operating Expenses of the System.
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(2) The Issuer shall next, each month, from the moneys in the Revenue

Fund, make the interest payments on the First Lien Bonds in the amounts and on the

dates required by the Prior Resolutions.

(3) The Issuer shall next, each month, from the moneys in the Revenue

Fund, (i) make the principal payments of the First Lien Bonds in the amounts and on the

dates required by the Prior Resolutions; and (ii) remit to the Commission, on the first day
of each month, commencing 3 months prior to the first date of payment of principal of

the Series 2007 A Bonds, for deposit in the Series 2007 A Bonds Sinking Fund, an

amount equal to 1/3rd of the amount of principal which will mature and become due on

the Series 2007 A Bonds on the next ensuing quarterly principal payment date; provided
that, in the event the period to elapse between the date of such initial deposit in the Series

2007 A Bonds Sinking Fund and the next quarterly principal payment date is less than

3 months, then such monthly payment shall be increased proportionately to provide, 1

month prior to the next quarterly principal payment date, the required amount of principal
coming due on such date.

(4) The Issuer shall next, each month, from the moneys in the Revenue

Fund, (i) make the reserve account payments into the Reserve Accounts for the First Lien

Bonds in the amounts and on the dates required by the Prior Resolutions; and (ii) remit to

the Commission, on the first day of each month, commencing 3 months prior to the first

date of payment of principal of the Series 2007 A Bonds, if not fully funded upon the

issuance of the Series 2007 A Bonds, for deposit in the Series 2007 A Bonds Reserve

Account, an amount equal to 1/120th of the Series 2007 A Bonds Reserve Requirement,
until the amount in the Series 2007 A Bonds Reserve Account equals the Series 2007 A

Bonds Reserve Requirement; provided that, no further payments shall be made into the

Series 2007 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 2007 A

Bonds Reserve Requirement.

(5) The Issuer shall next, each month, transfer from the Revenue Fund

and remit to the Depository Bank for deposit in the Renewal and Replacement Fund, an

amount equal to 2112% of the Gross Revenues each month (as previously set forth in the

Prior Resolutions and not in addition thereto), exclusive of any payments for account of

any Reserve Account All funds in the Renewal and Replacement Fund shall be kept
apart from all other funds of the Issuer or of the Depository Bank and 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
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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 maximwn extent required hereof, shall be promptly
eliminated with moneys from the Renewal and Replacement Fund.

(6) The Issuer shall next, each month, from the moneys in the Revenue

Fund, make the payments into the Depreciation Account in the amounts and on the dates

required by the Prior Resolutions.

(7) The Issuer shill next, on the first day of each month, from the

moneys in the Revenue Fund, remit to the Commission for deposit (1) in the Series 1986

B Bonds Sinking Fund, the amount required by the Prior Resolutions to pay principal of

the Series 1986 B Bonds, and (ii) in the Series 1986 B Bonds Reserve Account, the

amount required by the Prior Resolutions.

Moneys in the Series 2007 A Bonds Sinldng Fund shall be used only for

the purposes of paying principal of and interest, if any, on the Series 2007 A Bonds as the

same shall become due. Moneys in the Series 2007 A Bonds Reserve Account shall be

used only for the purposes of paying principal of and interest, if any, on the Series 2007

A Bonds as the same shall come due, when other moneys in the Series 2007 A Bonds

Sinking Fund are insufficient therefor, and for no other purpose.

All investment earnings on moneys in the Series 2007 A Bonds

Reserve Account (if fully funded) shall be returned, not less than once each year, by the

Commission to the Issuer, and such amounts shall, during construction of the Project, be

deposited in the Series 2007 A Bonds Construction Trust Fund, and following completion
of construction of the Project, shall be deposited in the Revenue Fund and applied in full,
first to the next ensuing interest payment, if any, due on the Series 2007 A Bonds and

then to the next ensuing principal payment due thereon.

Any withdrawals from the Series 2007 A Bonds Reserve Account which

result in a reduction in the balance therein to below the Series 2007 A Bonds Reserve

Requirement shall be subsequently restored from the first Net Revenues available after

all required payments have been made in full in the order set forth above.

As and when additional Bonds ranking on a parity with the Series 2007

A Bonds are issued, provision shall be made for additional payments into the respective
sinking funds 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 accounts in an amount equal to the requirement therefor.
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The Issuer shall not be required to make any further payments into the

Series 2007 A Bonds Sinking Fund or the Series 2007 A Bonds Reserve Account when

the aggregate amount of funds therein are at least equal to the aggregate principal amount
of the Series 2007 A Bonds then Outstanding and all interest, if any, to accrue until the

maturity thereof.

Interest, principal or reserve account payments, whether made for a

deficiency or otherwise, shall be made on a parity and pro rata, with respect to the Series

2007 A Bonds and the Prior Bonds, in accordance with the respective principal amounts

then Outstanding.

The Commission is hereby designated as the fiscal agent for the

administration of the Series 2007 A Bonds Sinking Fund and the Series 2007 A Bonds

Reserve Account created hereunder, and all amounts required for such accounts shall be

remitted to the Commission from the Revenue Fund by the Issuer at the times provided
herein. If required by the Authority at any time, the Issuer shall make the necessary

arrangements whereby required payments into such accounts shall be automatically
debited from the Revenue Fund and electronically transferred to the Commission on the

dates required hereunder.

Moneys in the Series 2007 A Bonds Sinking Fund and the Series 2007 A

Bonds Reserve Account shall be invested and reinvested by the Commission in

accordance with Section 8.01 hereof.

The Series 2007 A Bonds Sinking Fund and the Series 2007 A Bonds

Reserve Account shall be used solely and only for, and are hereby pledged for, the

purpose of servicing the Series 2007 A Bonds wider the conditions and restrictions set

forth herein.

B. The Issuer shall on the first day of each month (if the first day is not

a business day, then the first business day of each month) deposit with the Commission

the required interest, principal and reserve account payments and all such payments shall

be remitted to the Commission with appropriate instructions as to the custody, use and

application thereof consistent with the provisions of this Bond Legislation. All

remittances made by the Issuer to the Commission shall clearly identify the fund or

account into which each amount is to be deposited.
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C. The Issuer shall complete the “Monthly Payment Form,” a form of

which is attached to the Loan Agreement, and submit a copy of said form, together with a

copy of its payment check to the Authority by the ~ day of such calendar month.

D. Whenever all of the required and provided transfers and payments
from the Revenue Fund into the several special funds, as hereinbefore provided, are

current and there remains in the Revenue Fund a balance in excess of the estimated

amounts required to be so transferred and paid into such funds during the following
month or such other period as required by law, such excess shall be considered Surplus
Revenues. Surplus Revenues may be used for any lawful purpose of the System.

E. The Issuer shall remit from the Revenue Fund to the Commission,

the Registrar, the Paying Agent or the Depository Bank, on such dates as the respective
parties shall require, such additional sums as shall be necessary to pay their respective
charges and fees then due. In the case of payments to the Commission under this

paragraph, the Issuer shall, if required by the Authority at any time, make the necessary

arrangements whereby such roquired payments shall be automatically debited from the

Revenue Fund and electronically transferred to the Commission on the dates required.

F. The moneys in excess of the maximum amounts insured by FDIC in

all funds and accounts shall at all times be secured, to the full extent thereof in excess of

such insured sum, by Qualified Investments as shall be eligible as security for deposits of

state and municipal funds under the laws of the State.

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 funds and accounts herein shall be in the same order as payments are to be made

pursuant to this Section 5.03, and the Net Revenues shall be applied to such deficiencies

before being applied to any other payments hereunder.

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

APPLICATION OF BOND PROCEEDS

Section 6.01. Application of Bond Proceeds~ Pledge of Unexpended Bond

Proceeds From the moneys received from the sale of the Series 2007 A Bonds, the

following amounts shall be first deducted and deposited in the order set forth below:

A. From the proceeds of the Series 2007 A Bonds, there shall first be

deposited in the Series 2007 A Bonds Sinking Fund, the amount, if any, set forth in the

Supplemental Resolution as capitalized interest; provided, that such amount may not

exceed the amount necessary to pay interest on the Series 2007 A Bonds for the period
commencing on the date of issuance of the Series 2007 A Bonds and ending 6 months

after the estimated date of completion of construction of the Project.

B. Next, from the proceeds of the Series 2007 A Bonds, there shall be

deposited in the Series 2007 A Bonds Reserve Account, the amount, if any, set forth in

the Supplemental Resolution for funding the Series 2007 A Bonds Reserve Account.

C. As the Issuer receives advances of the remaining moneys derived

from the sale of the Series 2007 A Bonds, such moneys shall be deposited with the

Depository Bank in the Series 2007 A Bonds Construction Trust Fund and applied solely
to payment of costs of the Project in the manner set forth in Section 6.02 and until so

expended, are hereby pledged as additional security for the Series 2007 A Bonds.

D. After completion of construction of the Project, as certified by the

Consulting Engineers, and all costs have been paid, any remaining proceeds of the Series

2007 A Bonds shall be expended as directed by the Council.

Section 6.02. Disbursements From the Bond Construction Trust Fund The

Issuer shall each month provide the Council with a requisition for the costs incurred for

the Project, together with such documentation as the Council shall require. Payments of

all costs of the Project shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements of proceeds of the

Series 2007 A Bonds from the Series 2007 A Bonds Construction Trust Fund shall be

made only after submission to and approval from the Council of a certificate, signed by
an Authorized Officer and the Consulting Engineers, stating that:
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(a) None of the items for which the payment is proposed to be made has

formed the basis for any disbursement theretofore made;

(b) Each item for which the payment is proposed to be made is or was

necessary in connection with the Project and constitutes a cost of the Project;

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

(d) Payment for each of the items proposed is then due and owing.

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 to the Issuer.

Pending such application, moneys in the Series 2007 A Bonds Construction

Trust Fund shall be invested and reinvested in Qualified Investments at the written

direction of the Issuer.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer All the covenants,

agreements and provisions of this Bond Legislation shall be and constitute valid and

legally binding covenants of the Issuer and shall be enforceable in any court of competent

jurisdiction by any Registered Owner of the Seiies 2007 A Bonds. In addition to the

other covenants, agreements and provisions of this Bond Legislation, the Issuer hereby
covenants and agrees with the Registered Owner of the Series 2007 A Bonds as

hereinafter provided in this Article VII. All such covenants, agreements and provisions
shall be irrevocable, except as provided herein, as long as the Series 2007 A Bonds or the

interest, if any, thereon are Outstanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer The Series 2007

A Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of

any constitutional, statutory or charter limitation of indebtedness, but shall be payable
soiely from the funds pledged for such payment by this Bond Legislation. No Registered
Owner of the Series 2007 A Bonds shall ever have the right to compel the exercise of the

taxing power of the Issuer, if any, to pay the Series 2007 A Bonds or the interest, if any,
thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues: Lien Position

with Respect to Prior Bonds The payment of the debt service of the Series 2007 A

Bonds shall be secured by a first lien on the Net Revenues, on a parity with the lien on

the Net Revenues in favor of the Registered Owners of the First Lien Bonds and senior

and prior to the lien on the Net Revenues in favor of the Registered Owners of the Series

1986 B Bonds. The Net Revenues in an amount sufficient to pay the principal of and

interest, if any, on the Series 2007 A Bonds and the Prior Bonds and to make the

payments into all funds and accounts and all other payments provided for in the Bond

Legislation and the Prior Resolutions are hereby irrevocably pledged, in the manner

provided herein, to such payments as they become due, and for the other purposes
provided in the Bond Legislation.
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Section 7.04. Initial Schedule of Rates and Charges The Issuer has

obtained any and all approvals of rates and charges required by State law and has taken

any other action required to establish and impose such rates and charges, with all

requisite appeal periods having expired without successful appeal. Such rates and

charges shall be sufficient to comply with the requirements of the Loan Agreement. The

initial schedule of rates and charges for the services and facilities of the System shall be

as set forth in and approved by the PSC Order and such rates are hereby adopted.

So long as the Series 2007 A Bonds are Outstanding, the Issuer covenants

and agrees to fix and collect rates, fees and other charges for the use of the System and to

take all such actions necessary to provide funds sufficient to produce the required sums

set forth in this Bond Legislation and in compliance with the Loan Agreement. In the

event the schedule of rates, fees and charges initially established for the System in

connection with the Series 2007 A Bonds shall prove to 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 authorized by law,

immediately adjust and increase such schedule of rates, fees and charges and take all such

actions necessary to provide funds sufficient to produce the required sums set forth in this

Bond Legislation and the Loan Agreement.

Section 7.05. Sale of the System So long as the Prior Bonds a~

Outstanding, the System may not be sold, transferred, mortgaged, leased or otherwise

disposed of, except in accordance with the terms of the Prior Resolutions. Additionally,
so long as the Series 2007 A Bonds are Outstanding and except as otherwise required by
law or with the written consent of the Council and the Authority, the System may not be

sold, mortgaged, leased or otherwise disposed of, except as a whole, or substantially as a

whole, and only if the net proceeds to be realized shall be sufficient to fully pay all the

Bonds Outstanding in accordance with Article X hereof. The proceeds from any such

sale. mortgage, lease or other disposition of the System shall, with respect to the Series

2007 A Bonds, be remitted to the Series 2007 A Bonds Sinking Fund and applied to the

payment of principal of and interest, if any, on the Series 2007 A Bonds. Any balance

remaining after the payment of the Series 2007 A Bonds and interest, if any, thereon

shall be remitted to the Issuer unless necessary for the payment of other obligations of the

Issuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby
reserves the right to sell, lease or otherwise dispose of any of the property comprising a

part of the System hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior to any such sale, lease or

other disposition of such property, if the amount to be received therefor, together with all
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other amounts received during the same Fiscal Year for such sales, leases or other

dispositions of such properties, is not in excess of $10,000, the Issuer shall, by resolution

duly adopted, determine that such property comprising a part of the System is no Longer

necessary, useful or profitable in the operation thereof and may then provide for the sale

of such property. The proceeds of any such sale shall be deposited in the Renewal and

Replacement Fund. If the amount to be received from such sale, lease or other

disposition of said property, together with all other amounts received during the same

FiscaL Year for such sales, leases or other dispositions of such properties, shall be in

excess of $10,000 but not in excess of $50,000, the Issuer shall first, determine upon

consultation with the Consulting Engineers that such property comprising a partof the

System is no longer necessary, useful or profitable in the operation thereof and may then,

if it be so advised, by resolution duly adopted, authorize such sale, lease or other

disposition of such property in accordance with the laws of the State. The proceeds of

any such sale shall be deposited in the Renewal and Replacement Fund. The payment of

such proceeds into the Renewal and Replacement Fund shall not reduce the amount

required to be paid into said fund by other provisions of this Bond Legislation. No sale,

lease or other disposition of the properties of the System shall be made by the Issuer if

the proceeds to be derived therefrom, together with all other amounts received during the

same Fiscal Year for such sales, leases, or other dispositions of such properties, shall be

in excess of $50,000 and insufficient to pay all Bonds then Outstanding without the prior
approval and consent in writing of the Registered Owners of the Bonds then Outstanding.
The Issuer shall prepare the form of such approval and consent for execution by the then

Registered Owners of the Bonds for the disposition of the proceeds of the sale, lease or

other disposition of such properties of the System.

Section 7.06. Issuance of Other Obligations Payable Out of Revenues and

General Covenant Against Encumbrances Except as provided in this Section 7.06 and

Section 7.07 hereof, the Issuer shall not issue any obligations whatsoever payable from

the revenues of the System which rank prior to, or equally, as to lien on and source of and

security for payment from such revenues with the Series 2007 A Bonds. All obligations
issued by the Issuer after the issuance of the Series 2007 A Bonds and payable from the

revenues of the System, except such additional panty Bonds, shall contain an express
statement that such obligations are junior and subordinate, as to lien on, pledge and

source of and security for payment from such revenues and in all other respects, to the

Series 2007 A Bonds; provided, that no such subordinate obligations shall be issued

unless all payments required to be made into all funds and accounts set forth herein have

been made and are current at the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to

be created, any debt, lien, pledge, assignment, encumbrance or any other charge having
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priority over or being on a parity with the lien of the Series 2007 A Bonds, and the

interest thereon, if any, upon any or all of the income and revenues of the System pledged
for payment of the Series 2007 A Bonds and the interest thereon, if any, in this Bond

Legislation, or upon the System or any part thereof.

The Issuer shall give the Authority and the Council prior written notice of

its issuance of any other obligations to be used for the System, payable from the revenues

of the System or from any grants, or any other obligations related to the Project or the

System.

Section 7.07. Parity Bonds So long as the Prior Bonds are Outstanding,
the limitations on the issuance of parity obligations set forth in the Prior Resolutions shall

be applicable. In addition, no Parity Bonds, payable out of the revenues of the System,
shall be issued after the issuance of the Series 2007 A Bonds pursuant to this Bond

Legislation, except with the prior written consent of the Authority, the Council and the

Government under the conditions and in the manner herein provided.

All Parity Bonds issued hereunder shall be on a parity in all respects with

the Series 2007 A Bonds.

No such Parity Bonds shall be issued except for the purposes of fmancing
the costs of the design, acquisition or construction of extensions and improvements to the

System or refunding any Outstanding Bonds, or both such purposes.

So long as the 2005 A Bonds are Outstanding, no Parity Bonds shall be

issued at any time, unless there has been procured and filed with the Secretary a written

statement by the Independent Certified Public Accountants, reciting the conclusion that

the Net Revenues for the Fiscal Year following the year in which such Panty Bonds are

to be issued shall be at least 120% of the average annual debt service requirements on the

following:

(I) The Bonds then Outstanding;

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

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

The foregoing limitation may be waived or modified by the written consent

of the Registered Owners of the Prior Bonds, representing 75% of the then-outstanding
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principal indebtedness. In the event the foregoing limitation is waived or when the Series

2005 A Bonds are no longer Outstanding, the following parity requirement shall be met

When the Series 2005 A Bonds are no longer Outstanding, no Parity Bonds

shall be issued at any time, unless there has been procured and filed with the Secretary a

written statement by the Independent Certified Public Accountants, reciting the

conclusion that the Net Revenues actually derived, subject to the adjustments hereinafter

provided for, from the System during any 12 consecutive months, within the 18 months

immediately preceding the date of the actual issuance of such Parity Bonds, plus the

estimated average increased annual Net Revenues to be received in each of the 3

succeeding years after the completion of the improvements to be fmanced by such Parity
Bonds, if any, shall not be less than 115% of the largest aggregate amount that will

mature and become due in any succeeding Fiscal Year for principal of and interest, if

any, on the following:

(1) The Bonds then Outstanding;

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

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

The “estimated average increased annual Net Revenues to be received in

each of the 3 succeeding years,” as that term is used in the computation provided in the
above paragraph, shall refer only to the increased Net Revenues estimated to be derived

from (a) the improvements to be financed by such Parity Bonds and (b) any increase in

rates adopted by the Issuer and approved by the PSC, the period for appeal of which has

expired prior to the date of issuance of such Parity Bonds, and shall not exceed the

amount to be stated in a certificate of the Independent Certified Public Accountants,
which shall be filed in the office of the Secretary prior to the issuance of such Parity
Bonds.

The Net Revenues actually derived from the System during the 12-
consecutive-month period hereinabove referred to may be adjusted by adding to such Net

Revenues such additional Net Revenues which would have been received, in the opinion
of the Independent Certified Public Accountants, on account of increased rates, rentals,
fees and charges for the System adopted by the Issuer, the period for appeal of which has

expired prior to issuance of such Parity Bonds.
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All covenants and other provisions of this Bond Legislation (except as to

details of such Parity Bonds inconsistent herewith) shall be for the equal benefit,

protection and security of the Registered Owners of the Bonds and the Registered
Owners of any Parity Bonds subsequently issued from time to time within the limitations

of and in compliance with this section. Bonds issued on a parity, regardless of the time

or times of their issuance, shall rank equally with respect to their lien on the revenues of

the System and their source of and security for payment from said revenues, without

preference of any Bond of one series over any other Bond of the same series. The Issuer

shall comply fully with all the increased payments into the various funds and accounts

created in this Bond Legislation required for and on account of such Parity Bonds, in

addition to the payments required for Bonds theretofore issued pursuant to this Bond

Legislation.

Parity Bonds shall not be deemed to include bonds, notes, certificates or

other obligations subsequently issued, the lien of which on revenues of the System is

subject to the prior and superior liens of the outstanding Bonds on such revenues. The

Issuer shall not issue any obligations whatsoever payable from revenues of the System, or

any part thereof, which rank prior to or, except in the manner and under the conditions

provided in this section, equally, as to lien on and source of and security for payment
from such revenues, with the Series 2007 A Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments
into the respective funds and accounts provided for in this Bond Legislation with respect
to the Bonds then Outstanding, and any other payments provided for in this Bond

Legislation, shall have been made in full as required to the date of delivery of such Parity
Bonds, and the Issuer shall then be in full compliance with all the covenants, agreements
and terms of this Bond Legislation.

Section 7.08. Books: Records and Audit The Issuer shall keep complete
and accurate records of the cost of. acquiring the Project site and the costs of acquiring,
constructing and installing the Project. The Issuer shall permit the Authority and the

Council, or their agents and representatives, to inspect all books, documents, papers and
records relating to the Project and the System at all reasonable times for the purpose of

audit and examination. The Issuer shall submit to the Authority and the Council such

documents and information as they may reasonably require in connection with the

acquisition, construction and installation of the Project, the operation and maintenance of

the System and the administration of the loan or any State and federal grants or other

sources of financing for the Project.
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The Issuer shall 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 construction of the Project and

commencement of operation thereof, or, if the Project is an improvement to an existing
system, at any reasonable time following commencement of construction.

The Issuer will keep books and records of the System, which shall be

separate and apart from all other books, records and accounts of the Issuer, in which

complete and correct entries shall be made of all transactions relating to the System, and

any Registered Owner of the Bonds issued pursuant to this Bond Legislation shall have

the right at all reasonable times to inspect the System and all pails thereof and all records,

accounts and data of the Issuer relating thereto.

The accounting system for the System shall follow current generally
accepted accounting principles and safeguards to the extent allowed and as prescribed by
the PSC. Separate control accounting records shall be maintained by the Issuer.

Subsidiary records as may be required shall be kept in the manner and on the forms,
books and other bookkeeping records as prescribed by the Governing Body. The

Governing Body shall prescribe and institute the manner by which subsidiary records of

the accounting system which may be installed remote from the direct supervision of the

Governing Body shall be reported to such agent of the Issuer as the Governing Body shall

direct.

The Issuer shall file with the Council and the Authority, or any other

original purchaser of the Series 2007 A Bonds, and shall mail in each year to any

Registered Owner of the Series 2007 A Bonds, requesting the same, an annual report
containing the following:

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

(B) A balance sheet statement showing all deposits in all the funds and

accounts provided for in this Bond Legislation, and the status of all said funds and

accounts.

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

The Issuer shall also, at least once a year, cause the books, records and

accounts of the System to be audited by Independent Certified Public Accountants (and
to the extent legally required, in compliance with the applicable 0MB Circular, or any
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successor thereto, and the Single Audit Act, or any successor thereto), and shall mail

upon request, and make available generally, the report of the Endependent Certified

Public Accountants, or a sununary thereof, to any Registered Owner of the Series 2007

A Bonds, and shall submit said report to the Council and the Authority, or any other

original purchaser of the Series 2007 A Bonds. Such audit report submitted to the

Authority and the Council shall include a statement that notes whether the results of tests

disclosed instances of noncompliance that are required to be reported under government

auditing standards and, if they are, describes the instances of noncompliance and the

audited fmancial statements shall include a statement that notes whether the revenues of

the System are adequate to meet the Operating Expenses and debt service and reserve

requirements.

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

the Act, the Issuer has acquired, or shall do all things necessary to acquire, the proposed
site of the Project and shall do, is doing or has done all things necessary to construct the

Project in accordance with the plans, specifications and designs prepared by the

Consulting Engineers. All real estate and interests in real estate and all personal property

constituting the Project and the Project site heretofore or hereafter acquired shall at all

times be and remain the property of the Issuer.

The Issuer shall permit the Authority and the Council, or their agents and

representatives, to enter and inspect the Project site and Project facilities at all reasonable

times. Prior to, during and after completion of construction and commencement of

operation of the Project, the Issuer shall also provide the Authority and the 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 2007 A Bonds,

equitable rates or charges for the use of and service rendered by the System shall be

established all in the manner and form required by law, and copies of such rates and

charges so established will be continuously on file with the Secretary, which copies will

be open to inspection by all interested parties. The schedule of rates and charges shall at

all times be adequate to produce Gross Revenues from the System sufficient to pay

Operating Expenses and to make the prescribed payments into the funds created

hereunder. Such schedule of rates and charges shall be changed and readjusted whenever

necessary so that the aggregate of the rates and charges will be sufficient for such

purposes. In order to assure full and continuous performance of this covenant, with a

margin for contingencies and temporary unanticipated reduction in income and revenues,

the Issuer hereby covenants and agrees that the schedule of rates or charges from time to
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time in effect shall be sufficient, together with other revenues of the System (1) to provide
for all Operating Expenses of the System and (ii) to leave a balance each year equal to at

least 115% of the maximum amount required in any year for payment of principal of and

interest, if any, on the Series 2007 A Bonds and all other obligations secured by a lien on

or payable from such revenues on a parity with the Series 2007 A Bonds, including the

Prior Bonds; provided that, in the event that amounts equal to or in excess of the reserve

requirements are on deposit respectively in the Series 2007 A Bonds Reserve Account

and the Reserve Accounts for obligations on a parity with the Series 2007 A Bonds,

including the Prior Bonds, are funded at least at the requirement therefor, such balance

each year need only equal at least 110% of the maximum amount required in any year for

payment of principal of and interest, if any, on the Series 2007 A Bonds and all other

obligations secured by a lien on or payable from such revenues on a parity with the

Series 2007 A Bonds, including the Prior Bonds. In any event, the Issuer shall not reduce

the rates or charges for services described in Section 7.04.

Section 7.10. Operating Budget and MonthW Financial Rep~ The Issuer

shall annually, at least 30 days preceding the beginning of each Fiscal Year, prepare and

adopt by resolution a detailed, balanced budget of the estimated revenues and

expenditures for operation and maintenance of the System during the succeeding Fiscal

Year and shall submit a copy of such budget to the Authority and the 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 amounts provided therefor in

such budget without a written finding and recommendation by a professional engineer,
which fmding 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

fmding 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 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 and the Council and to any Registered Owner of the Series

2007 A Bonds, within 30 days of adoption thereof, and shall make available such budgets
and all resolutions authorizing increased expenditures for operation and maintenance of

the System at all reasonable times to the Authority and the Council and to any Registered
Owner of the Series 2007 A Bonds, or anyone acting for and on behalf of such Registered
Owner.

Commencing on the date contracts are executed for the acquisition and

construction of the Project and for two years following the completion of the Project, the
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Issuer shall each month complete a “Monthly Financial Report,” a form of which is

attached to the Loan Agreement, and forward a copy of such report to the Authority and

the Council by the 10th day of each 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, certifying, among other things, that the Project has been or will be

constructed in accordance with the approved plans, specifications and designs as

submitted to the Authority and the Council, the Project is adequate for the purposes for

which it was designed, the funding plan as submitted to the Authority and the Council is

sufficient to pay the costs of acquisition and construction of the Project, and all permits
required by federal and state laws for construction of the Project have been obtained.

The Issuer shall provide and maintain competent and adequate engineering
services satisfactory to the Authority and the Council covering the supervision and

inspection of the development and construction of the Project, and bearing the

responsibility of assuring that construction confonns to the plans, specifications and

designs prepared by the Consulting Engineers, which have been approved by all

necessary governmental bodies. Such engineer shall certify to the Authority, the Council

and the Issuer at the completion of construction that construction of the Project is in

accordance with the approved plans, specifications and designs, or amendments thereto,

approved by all necessary governmental bodies.

The Issuer shall at all times provide operation and maintenance of the

System in compliance with all State and federal standards. The Issuer shall employ
qualified operating personnel properly certified by the State 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, body, agency or instrumentality whatsoever for

the providing of any services which would compete with services provided by the

System.

Section 7.13. Enforcement of Collections The Issuer will diligently
enforce and collect all fees, rentals or other charges for the services and facilities of the

System, and take all steps, actions and proceedings for the enforcement and collection of

such fees, rentals or other charges which shall become delinquent to the full extent

permitted or authorized by the Act, the rules and regulations of the PSC and other laws of

the State of West Virginia.

~CI2433OI.t)

48



Whenever any fees, rates, rentals or other charges for the services and

facilities of the System shall remain unpaid for a period of 20 days after the same shall

become due and payable, the user of the services and facilities shall be delinquent until

such time as all such rates and charges are fully paid. To the extent authorized by the

laws of the State and the rules and regulations of the PSC, rates, rentals and other

charges, if not paid, when due, shall become a lien on the premises served by the System.
The Issuer further covenants and agrees that, it will, to the full extent permitted by law

and the rules and regulations promulgated by the PSC, discontinue and shut off the

services of the System to all users of the services of the System delinquent in payment of

charges for the services of the System and will not restore such services until all

delinquent charges for the services of the System, plus reasonable interest and penalty
charges for the restoration of service, have been fully paid and shall take all further

actions to enforce collections to the maximum extent permitted by law.

Section 7.14. No Free Services Except as required by law, the Issuer will

not render or cause to be rendered any free services of any nature by the System, nor will

any preferential rates be established for users of the same class; and in the event the

Issuer, or any department, agency, instrumentality, officer or employee of the Issuer shall

avail itself or themselves of the facilities or services provided by the System, or any part
thereof, the same rates, fees or charges applicable to other customers receiving like

services under similar circumstances shall be charged the Issuer and any such

department, agency, instrumentality, officer or employee. The revenues so received shall

be deemed to be revenues derived from the operation of the System, and shall be

deposited and accounted for in the same manner as other revenues derived from such

operation of the System.

Section 7.15. Insurance and Construction Bonds A. The Issuer hereby
covenants and agrees that so long as the Series 2007 A Bonds remain Outstanding, the

Issuer will, as an Operating Expense, procure, carry and maintain insurance with a

reputable insurance carrier or carriers as is customarily covered with respect to works and

properties similar to the System. Such insurance shall initially cover the following risks

and be in the following amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF
AND EXTENDED COVERAGE INSURANCE, on all above-ground insurable portions
of the System in an amount equal to the actual cost thereof. In time of war the Issuer will
also carry and maintain insurance to the extent available against the risks and hazards of

war. The proceeds of all such insurance policies shall be placed in the Renewal and

Replacement Fund and used only for the repairs and restoration of the damaged or
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destroyed properties or for the other purposes provided herein for the Renewal and

Replacement Fund. The Issuer will itself, or will require each contractor and

subcontractor to, obtain and maintain builder’s risk insurance (fire and extended

coverage) to protect the interests of the issuer, the Authority, the prime contractor and all

subcontractors as their respective interests may appear, in accordance with the Loan

Agreement, during construction of the Project on a 100% basis (completed value form)
on the insurable portion of the Project, such insurance to be made payable to the order of

the Authority, the Issuer, the contractors and subcontractors, as their interests may

appear.

(2) PUBUC UABIUTY INSURANCE, with limits of not less than

$1,000,000 per occurrence to protect the issuerfrom 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; ANI)

PERFORMANCE AND PAYMENT BONDS, such bonds to be in the amounts of 100%

of the construction contract and to be required of each contractor contracting directly
with the Issuer, and such payment bonds will be filed with the Clerk of The County
Commission of the County in which such work is to be performed prior to

commencement of construction of the Project in compliance with Chapter 38, Article 2,
Section 39 of the Code of West Virginia, 1931, as amended.

(4) FLOOD INSURANCE, if the facilities of the System are or will be

located in designated special flood or mudslide-prone areas and to the extent available at

reasonable cost to the Issuer.

(5) BUSINESS INTERRUFI1ON INSURANCE, to the extent available

at reasonable cost to the Issuer.

(6) FIDELITY BONDS will be provided as to every officer, member

and employee of the Issuer or the Governing Body having custody of the revenues or of

any other funds of the System, in an amount at least equal to the total funds in the

custody of any such person at any one time.

B. The Issuer shall require all contractors engaged in the construction

of the Project to furnish a performance bond and a payment bond, each in an amount
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equal to 100% of the contract price of the portion of the Project covered by the particular
contract as security for the faithful performance of such contract. The Issuer shall verify
such bonds prior to commencement of construction.

The Issuer shall also require all contractors engaged in the construction of

the Project to carry such worker’s compensation coverage for all employees working o~i

the Project and public liability insurance, vehicular liability insurance and property

damage insurance in amounts adequate for such purposes and as is customarily earned

with respect to works and properties similar to the Project; provided that the amounts and

terms of such coverage are satisfactory to the Authority and the Council. In the event

the Loan Agreement so requires, such insurance shall be made payable to the order of the

Authority, the Issuer, the prime contractor and all subcontractors, as their interests may

appear. The Issuer shall verify such insurance prior to commencement of construction.

Section 7.16. Connections To the extent permitted by the laws of the

State and rules and regulations of the PSC, the Issuer shall require every owner, tenant or

occupant of any house, dwelling or building intended to be served by the System to

connect thereto.

Section 7.17. Completion and Operation of Project: Permits and Orders

The Issuer shall complete the Project as promptly as possible and operate and maintain

the System as a revenue-producing utility in good condition and in compliance with all

federal and State requirements and standards.

The Issuer has obtained all permits required by State and federal laws for

the acquisition and construction of the Project, all orders and approvals from the PSC and

the Council necessary for the acquisition and construction of the Project and the

operation of the System and all approvals for issuance of the Series 2007 A Bonds

required by State law, with all requisite appeal periods having expired without successful

appeal.

Section 7.18 Reservedl

Section 7.19. Statutory Mortgage Lien For the further protection of the

Registered Owner of the Series 2007 A Bonds, a statutory mortgage lien upon the System
is granted and created by the Act, which statutory mortgage lien is hereby recognized and
declared to be valid and binding, shall take effect immediately upon delivery of the

Series 2007 A Bonds; provided however, that the statutory mortgage lien of the Series

2007 A Bonds shall be on a parity with the statutory mortgage lien of the First Lien

Bonds and senior and prior to the statutory mortgage lien of the Series 1986 B Bonds.
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Section 7.20. Compliance with Loan and Law The Issuer

shall perform, satisfy and comply with all the terms and conditions of the Loan

Agreement and the Act. Notwithstanding anything herein to the contrary, the Issuer shall

provide the Council with copies of all documents submitted to the Authority.

The Issuer shall also comply with all applicable laws, rules and regulations
issued by the Authority and the Council or other State, federal or local bodies in regard to

the acquisition and construction of the Project and the operation, maintenance and use of

the System.

Section 7.21.. Securities Laws Compliance The Issuer will provide the

Authority, in a timely manner, with any and all information that may be requested of it

(including its annual audit report, financial statements, related information and notices of

changes in usage and customer base) so that the Authority may comply with the

provisions of SEC Rule 15c2-12 (17 CF.R Part 240).

Section 7.22. Contracts: Public Releases A. The Issuer shall,

simultaneously with the delivery of the Series 2007 A Bonds or immediately thereafter,

enter into written contracts for the immediate acquisition or construction of the Project.

B. The Issuer shall submit all proposed change orders to the Council for

written approval. The Issuer shall obtain the written approval of the Council before

expending any proceeds of the Series 2007 A Bonds held in “contingency” as set forth in

the schedules attached 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

2007 A Bonds made available due to bid or construction or project undernins.

C. The Issuer shall list the funding provided by the Council and the

Authority in any press release, publication, program bulletin, sign or other public
communication that references the Project, including but not limited to any program
document distributed in conjunction with any ground breaking or dedication of the

Project.
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ARTICLE VIII

INVESTMENT OF FUNDS

Section 8.01. Investment of Funds Any moneys held as a part of the

funds and accounts created by this Bond Legislation other than the Revenue Fund, shall

be invested and reinvested by the Commission, the Depository Bank, or such other bank

or national banking association holding such fund or account, as the case may be, at the

written direction of the Issuer in any Qualified Investments to the fullest extent possible
under applicable laws, this Bond Legislation, the need for such moneys for the purposes

set forth herein and the specific restrictions and provisions set forth in this Section 8.01.

Any investment shall be held in and at all times deemed a part of the fund

or account in which such moneys were originally held, and the interest accruing thereon

arid any profit or loss realized from such investment shall be credited or charged to the

appropnate fund or account. The investments held for any fund or account shall be

valued at the lower of cost or then current market value, or at the redemption price
thereof if then redeemable at the option of the holder, including the value of accrued

interest and giving effect to the amortization of discount, or at par if such investment is

held in the “Consolidated Fund.” The Commission shall sell and reduce to cash a

sufficient amount of such investments whenever the cash balance in any fund or account

is insufficient to make the payments required from such fund or account, regardless of the

loss on such liquidation. The Depository Bank, or such other bank or national banking
association, as the case may be, may make any and all investments permitted by this

section through its own bond department and shall not be responsible for any losses from

such investments, other than for its own negligence or willful misconduct.

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investments, and shall distribute to the Issuer, at least once each year, or

more often as reasonably requested by the Issuer, a summary of such funds, accounts ai~id

investment earnings. The Issuer shall retain all such records and any additional records

with respect to such funds, accounts and investment earnings so long as any of the Series

2007 A Bonds are Outstanding.

Section 8.02. Certificate as to Use of Proceeds The Issuer shall deliver a

certificate as to use of proceeds or other similar certificate to be prepared by nationally
recognized bond counsel relating to restrictions on the use of proceeds of the Series 2007

A Bonds as a condition to issuance of the Series 2007 A Bonds. In addition, the Issuer

covenants (i) to comply with the Code and all Regulations from time to tune in effect and
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applicable to the Series 2007 A Bonds as may be necessary in order to maintain the status

of the Series 2007 A Bonds as governmental bonds; (ii) that it shall not take, or permit or

suffer to be taken, any action with respect to the Issuer’s use of the proceeds of the Series

2007 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 2007 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 deemed 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 conirary to any of the

provisions of this Resolution.

The Issuer shall annually furnish to the Authority information with respect
to the Issuer’s use of the proceeds of the Series 2007 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 Each of the following events shall

constitute an “Event of Default” with respect to the Series 2007 A Bonds:

(1) If default occurs in the due and punctual payment of the principal of

or interest, if any,oñ any series of the Series 2007 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 2007 A Bonds set forth in this

Bond Legislation, any supplemental resolution or in the Series 2007 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 a Registered Owner of a Bond; or

(3) If the Issuer files a petition seeking reorganization or arrangement

under the federal bankruptcy laws or any other applicable law of the United States of

America; or

(4) If default occurs under the Prior Bonds or the Prior Resolutions.

Section902. Remedies Upon the happening and continuance of any
Event of Default, any Registered Owner of the Series 2007 A Bonds may exercise any

available remedy and bring any appropriate action, suit or proceeding to enforce his or

her rights and, in particular, (1) bring suit for any unpaid principal or interest then due,

(ii) by mandamus or other appropriate proceeding enforce all rights of such Registered
Owners including the right to require the Issuer to perform its duties under the Act and

the Bond Legislation relating thereto, including but not limited to the making and

collection of sufficient rates or charges for services rendered by the System, (iii) bring
suit upon the Bonds, (iv) by action at law or bill in equity require the Issuer to account as

if it were the mistee 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; provided that, all rights
and remedies of the Registered Owners of the Series 2007 A Bonds shall be on a parity
with those of the Registered Owners of the First Lien Bonds and senior and prior to the

Series 1986 B Bonds.
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Section 9.03. Appointment of Receiver Any Registered Owner of the

Series 2007 A Bonds 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, 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 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 the

System and shall hold, operate and maintain, manage and control the System, and each

and every part thereof, and in the name of the Issuer exercise all the rights and powers of

the Issuer with respect to the System as the issuer itself might exercise.

Whenever all that is due upon the Bonds and interest thereon and under any

covenants of this Bond Legislation for reserve, sinking or other funds and upon any other

obligations and interest thereon having a charge, lien or encumbrance upon the revenues

of the System shall have been paid and made good, and all defaults under the provisions
of this Bond Legislation shall have been cured and made good, possession of the System
shall be surrendered to the Issuer upon the entry of an order of the court to that effect.

Upon any subsequent default, any Registered Owner of any Bonds shall have the same

right to secure the further appointment of a receiver upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred

upon him or her or it, shall be under the direction and supervision of the court making
such appointment, shall at all times be subject to the orders and decrees of such court and

may be removed thereby, and a Successor receiver may be appointed in the discretion of

such court. Nothing herein contained shall limit or restrict the jurisdiction of such court

to enter such other and further orders and decrees as such court may deem necessary or

appropriate for the exercise by the receiver of any function not specifically set forth

herein.
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Any receiver appointed as provided herein shall hold and operate the

System in the name of the issuer and for the joint protection and benefit of the Issuer and

Registered Owners of the Bonds. Such receiver shall have no power to sell, assign,
mortgage or otherwise dispose of any assets of any kind or character belonging or

pertaining to the System, but the authority of such receiver shall be limited to the

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.
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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 Registered Owners of the Series 2007 A Bonds, the principal of

and interest, if any, due or to become due thereon, at the times and in the manner

stipulated therein and in this Bond Legislation, then the pledge of Net Revenues and

other moneys and securities pledged under this Bond Legislation and all covenants,

agreements and other obligations of the Issuer to the Registered Owners of the

Series 2007 A Bonds shall thereupon cease, terminate and become void and be

discharged and satisfied.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond Legislation Prior to

issuance of the Series 2007 A Bonds, this Resolution may be amended or supplemented
in any way by the Supplemental Resolution. Following issuance of the Series 2007

A Bonds, no material modification or amendment of this Resolution, or of any resolution

amendatory or supplemental hereto, that would materially and adversely affect the rights
of Registered Owners of the Series 2007 A Bonds shall be made without the consent in

writing of the Registered Owners of the Series 2007 A Bonds so affected and then

Outstanding; provided, that no change shall be made in the maturity of any Bond or

Bonds or the rate of interest thereon, or in the principal amount thereof, or affecting the

unconditional promise of the Issuer to pay such principal and interest, if any, out of the

funds herein pledged therefor without the consent of the Registered Owner thereof. No

amendment or modification shall be made that would reduce the percentage of the

principal amount of Bonds, required for consent to the above-permitted amendments or

modifications. Notwithstanding the foregoing, this Bond Legislation may be amended

without the consent of any Registered Owner as may be necessary to assure compliance
with Section 148(t) of the Code relating to rebate requirements or otherwise as may be

necessary to assure the exclusion of interest, if any, on the Series 2007 A Bonds from

gross income of the Registered Owners thereof.

Section 11.02. Bond Leg~s1ation Constitutes Contract The provisions of
the Bond Legislation shall constitute a contract between the Issuer and the Registered
Owners of the Series 2007 A Bonds, and no change, variation or alteration of any kind of

the provisions of the Bond Legislation shall be made in any manner, except as in this

Bond Legislation provided.

Section 11.03. Severability of Invalid Provisions If any section,

paragraph, clause or provision of this Resolution should be held invalid by any court of

competent jurisdiction, the invalidity of such section, paragraph, clause or provision shall

not affect any of the remaining provisions of this Resolution the Supplemental
Resolution, or the Series 2007 A Bonds.

Section 11.04. Headings. Etc The headings and catchlines of the articles,
sections and subsections hereof are for convenience of reference only, and shall not affect

in any way the meaning or interpretation of any provision hereof.

(C1243301.I 1

59



Section 11.05. Conflicting Provisions Repealed~ Prior Resolutions

Except for the Prior Resolutions, all orders or resolutions, or parts thereof, in conflict

with the provisions of this Resolution are, to the extent of such conflict, hereby repealed;
provided th~t~ in the event of any conflict between this Resolution and the Prior

Resolutions, the Prior Resolutions shall control (unless less restrictive), so long as the

Prior Bonds are Outstanding.

Section 11.06. Covenant of Due Procedure. Etc The Issuer covenants that

all acts, conditions, things and procedures required to exist, to happen, to be performed or

to be taken precedent to and in the adoption of this Resolution do exist, have happened,
have been performed and have been taken in regular and due time, form and manner as

required by and in full compliance with the laws and Constitution of the State of

West Virginia applicable thereto; and that the Chairperson, Secretary and members of the

Governing Body were at all times when any actions in connection with this Resolution

occurred and are duly in office and duly qualified for such office.
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Section 11.07

immediateLy upon adoption.

Effective Date This Resolution shall take effect

Adopted this 13th day ofNovember, 2007.

(C1243301.I)
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CERTIFICATION

Certified a true copy of a Resolution du~r adopted by the Public Service

Board of Gauley River Public Service District on the 13 day ofNovember, 2007.

Dated this 13th day ofNovember, 2007.

SEAL]

Secretary
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GAULEY RIVER PUBLIC SERVICE DISTRICT 2.5

WATER REVENUE BONDS, SERIES 2007 A

(WEST VIRGINIA INFRASTRUCTURE FUND)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO ThE

PRINCIPAL AMOUNT, DATE, MATURITY DATE, INTEREST RATE,
PAYMENT SCHEDULE, SALE PRICE AND OTHER TERMS OF THE

GAULEY RIVER PUBLIC SERVICE DISTRICT WATER REVENUE

BONDS, SERIES 2007 A (WEST VIRGiNIA INFRASTRUCTURE

FUND); AUTHORIZING AND APPROVING THE SALE AND

DELIVERY OF SUCH BONDS TO THE WEST VIRGINIA WATER

DEVELOPMENT AUTHORITY; APPROVING AND RATIFYING THE

LOAN AGREEMENT WITH RESPECT TO SUCH BONDS;
DESIGNATING A REGISTRAR, PAYING AGENT AND DEPOSITORY

BANK; AND MAKING OTHER PROVISIONS AS TO THE BONDS.

WHEREAS, the Public Service Board (the “Governing Body”) of Gauley
River Public Service District (the “Issuer”) has duly and officially adopted a Bond

Resolution on November 13, 2007 (the “Resolution”), entitled:

RESOLUTION AUTHORIZING THE COMPLETION OF,

ACQUISITION AND CONSTRUCTION OF CERTAIN

IMPROVEMENTS AND EXTENSIONS TO THE EXISTING PUBLIC

WATER FACILITIES OF GAULEY RIVER PUBLIC SERVICE

DISTRICT AND THE PERMANENT FINANCING OF THE COST

THEREOF, NOT OTHERWISE PROVIDED, THROUGH THE

ISSUANCE BY THE DISTRICT OF NOT MORE THAN $354,818 IN

AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2007 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 ADOFI1NG OTHER PROVISIONS RELATING

THERETO.
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WHEREAS, the capitalized termS used herein and not otherwise defined

herein shall have the same meaning set forth in the Resolution when used herein;

WHEREAS, the Resolution provides for the issuance of the Water Revenue

Bonds, Series 2007 A (West Virginia Infrastructure Fund), of the Issuer, in an aggregate

principal amount not to exceed $354,818 (the “Bonds” or the “Series 2007 A Bonds”),
and has authorized the execution and delivery of a loan agreement relating to the Series

2007 A Bonds, including all schedules and exhibits attached thereto (the “Loan

Agreement”), 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 “Council”), all in accordance with Chapter 16, Article 13A

and Chapter 31, Article 15A of the Code of West Virginia, 1931, as amended

(collectively, the “Act”); and in the Resolution it is provided that the exact principal
amount, date, maturity date, interest rate, payment schedule, sale price and other terms of

the Bonds should be established by a supplemental resolution, and that other matters

relating to the Bonds be therein provided for,

WHEREAS, the Loan Agreement has been presented to the Issuer at this

meeting;

WHEREAS, the Bonds are proposed to be purchased by the Authority
pursuant to the Loan Agreement; and

WHEREAS, the Governing Body deems it essential and desirable that this

supplemental resolution (the “Supplemental Resolution”) be adopted, that the Loan

Agreement be approved and ratified, that the exact principal amount, date, maturity date,
interest rate, payment schedule, sale price and other terms of the Bonds be fixed hereby
in the manner stated herein, and that other matters relating to the Bonds be herein

provided for.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY

OF GAULEY RIVER PUBLIC SERVICE DISTRICT:

Section 1 Pursuant to the Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the Water

Revenue Bonds, Series 2007 A (West Virginia Infrastructure Fund), of the Issuer,

originally represented by a single bond, numbered AR-i, in the original principal amount
of $354,8 18. The Series 2007 A Bonds shall be dated the date of delivery, shall fmally
mature September, 1, 2047, and shall bear no interest. The principal of the Series 2007 A

Bonds shall be payable quarterly on March 1, June 1, September 1 and December 1 of

each year, commencing June 1, 2008, in the amounts set forth in the Schedule Y attached
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to the Loan Agreement and incorporated in and made a part of the Series 2007 A Bonds.

The Series 2007 A Bonds shall be subject to redemption upon the written 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 ofthe Series 2007 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 Resolution.

Section 3 The Issuer hereby authorizes, approves, ratifies and accepts the

Loan Agreement, including all schedules and exhibits attached thereto, a copy ofwhich is

incorporated herein by reference, and the execution and delivery of the Loan Agreement
by the Chairperson and the performance of the obligations contained therein, on behalf of

the Issuer, are hereby authorized, approved and directed. The Issuer hereby affirms all

covenants and representations made in the Loan Agreement and in the applications to the

Council 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 Series 2007 A Bonds

shall be advanced from time to time as requisitioned by the Issuer.

Section 4 The Issuer hereby appoints and designates United Bank, Inc.,

Charleston, West Virginia, to serve as Registrar (the “Registrar”) for the Bonds under the

Resolution and approves and accepts the Registrar’s Agreement to be dated 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 Chairperson, and the performance of the

obligations contained therein, on behalf of the Issuer, are hereby authorized, directed and

approved.

Section 5 The Issuer hereby appoints and designates the West Virginia
•

Municipal Bond Commission, Charleston, West Virginia (the “Commission”), to serve as

Paying Agent for the Bonds under the Resolution.

Section 6 The Issuer hereby appoints and designates City National Bank,
Gauley Bridge, West Virginia, to serve as the Depository Bank under the Resolution.

Section 7 Series 2007 A Bonds proceeds in the amount of $-0- shall be

deposited in the Series 2007 A Bonds Sinking Fund as capitalized interest.

•

Section 8 Series 2007 A Bonds proceeds in the amount of $-0- shall be

deposited in the Series 2007 A Bonds Reserve Account.

Section 9 The remaining proceeds of the Series 2007 A Bonds, as’

advanced from time to time, shall be deposited in the Series 2007 A Bonds Construction
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Trust Fund for payment of costs of the Project, including costs of issuance of the Series

2007 A Bonds.

Section 10 The Chairperson and Secretary are hereby authorized and

directed to execute and deliver such other documents and certificates required or

desirable in connection with the Bonds hereby and by the Resolution approved and

provided for, to the end that the Bonds may be delivered to the Authority pursuant to

the Loan Agreement on or about November 13, 2007.

Section 11 The completion of the acquisition and construction of 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, welfare and

safety of the residents of the Issuer.

Section 12 The Issuer hereby determines to invest all moneys in the funds

and accounts established by the Resolution held by the Depository Bank until expended,
in money market accounts secured by a pledge ofGovernment Obligations, and therefore,
the Issuer hereby directs the Depository Bank to invest all moneys in such money market

accounts until further directed in writing by the Issuer. Moneys in the Series 2007 A

Bonds Sinking Fund and the Series 2007 A Bonds Reserve Account shall be invested by
the Commission in the West Virginia Consolidated Fund.

Section 13 The Issuer hereby approves and accepts all contracts relating to

the financing, acquisition and construction of the Project and the Chairperson is hereby
authorized and directed to execute and deliver alL such contracts.

Section 14 The Issuer hereby approves the costs of issuance and

authorizes the payment of the same.

Section 15 This Supplemental Resolution shall be effective immediately
following adoption hereof.
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Adopted this 13th day of NovembeT, 2007.

RbALL4 ~. ~è~
Chairperson 4’

Member

Member
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CERTIFICATION

Certified as a true copy of a Supplemental Resolution duly adopted by the

Public Service Board of Gauley River Public Service District on the 13th day of

November, 2007.

Dated this t3 day of ~ ~2007.

SEAL]
_________________________
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GAULEY RIVER PUBLIC SERVICE DISTRICT 2.4(A)

WATER REVENUE BONDS, SERIES 2010 A
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BOND RESOLUTION
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GAULEY RIVER PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION OF CERTAIN IMPROVEMENTS AND

EXTENSIONS TO THE EXISTING PUBLIC WATER FACILITIES OF

GAULEY RIVER PUBLIC SERVICE DISTRICT AND THE

FINANCING OF THE COST THEREOF, NOT OTHERWISE

PROVIDED. THROUGH THE ISSUANCE BY THE DISTRICT OF NOT

MORE THAN $2,150,000 IN AGGREGATE PRINCIPAL AMOUNT OF

WATER REVENUE BONDS, SERIES 2010 A (UNITED STATES

DEPARTMENT OF AGRICULTURE); PROVIDING FOR THE RIGHTS

AND REMEDIES OF AND SECURITY FOR THE REGISTERED

OWNERS OF SUCH BONDS; AUTHORIZING THE SALE AND

PROVIDING FOR THE TERMS ANDPROVISIONS OF SUCH BONDS

AND ADOF1ING OTHER PROVISIONS RELATING ThERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF GAULEY RIVER

PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Definitions The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

“Act” means Chapter 16, Article 13A of the Code of West Virginia, 1931,

as amended and in effect on the date of adoption of this Resolution.

“Bond Registrar” means the Issuer, which shall so serve by the Secretary of

the Issuer.

“Bonds” means, collectively, the Series 2010 A Bonds, the Prior Bonds and

any Parity Bonds hereafter issued within the terms, restrictions and conditions contained

in this Resolution.

“Chairperson” means the Chairperson of the Governing Body of the Issuer

(C1455488.I I
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or any temporary Acting Chairperson duly elected by the Governing Body.

~Closing Date” means the date upon which there is an exchange of the

Series 2010 A Bonds for all or a portion of the proceeds of the Series 2010 A Bonds.

~Commission” means the West Virginia Municipal Bond Commission or

any other agency of the State that succeeds to the functions of the Commission.

‘Consulting Engineers” means Pentree, Incorporated, Princeton, West

Virginia. or any engineer or tirm of engineers, licensed by the State. which shall at any

time hereafter be retained by the Issuer as Consulting Engineers for the System in

accordance with Chapter 5G, Article 1 of the Cede of West Virginia, 1931, as amended.

~‘Costs” or ~Costs of the Project” means those costs described in Section

I .03E hereof to be a part of the cost of acquisition and construction of the Project.

1)epository Bank” means the bank or banks designated as such in the

Supplemental Resolution and any successors and assigns. which shall be a member of

FDIC.

~Depreciation Account” means the Depreciation Account established by the

Prior ResOlutions and continued by Section 5.01 hereof.

“FDIC” means the Federal Deposit insurance Corporation and any

successor to the functions thereof.

‘First Lien Bonds” means, collectively, the Series 1986 A Bonds, the Series

1993 Bonds, the Series 1997 A Bonds, the Series 1997 B Bonds, the Series 2005 A

Bonds and the Series 2007 A Bonds, all as hereinafter defined.

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

“Governing Body” or “Board” means the public service board of the Issuer,

as is now or may hereafter be constituted.

“Government” means the United States of America, United States

Department of Agriculture, Rural Utilities Service, which is expected to be the original
purchaser of the Series 2010 A Bonds.

(C1455488.I)
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“Government Obligations” means direct obligations of, or obligations the

timely payment of the principal of and interest on which is guaranteed by, the United

States ot America.

“Gross Revenues” means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and

reasonable provision for uncollectible accounts; provided, that “Gross Revenues” does

not include any gains from the sale or other disposition of, or from any increase in the

value of, capital assets (including Qualified Investments, as hereinafter defined) or any

Tap Fees, as hereinafter defined.

Independent Certified Public Accountants” means any certified public
accountant or tirm 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 Gauley River Public Service District, a public service

disthct, public corporation and political subdivision of the State in Fayette County,
operating the System in Fayette, Nicholas and Clay Counties, West Virginia, and

includes the Governing Body.

“Letter of Conditions” means, collectively, the Letter of Conditions from

the Government dated May 6, 2008, and all amendments thereto.

“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, maintenance and operation of the System as hereinafter defmed and includes,

without limiting the generality of the foregoing, administrative, engineering, legal,
auditing and insurance expenses, fees and expenses of fiscal agents, depository banks,

registrars, paying agents and trustees, other than those capitalized as part of the Costs,

payments to pension or retirement funds, taxes and such other reasonable operating costs

and expenses as should normally and regularly be included under generally accepted
accounting principles; provided, that “Operating Expenses” does not include payments on

account of the principal of or redemption premium, if any, or interest on the Bonds,

charges for depreciation, losses from the sale or other disposition of, or from any

decrease in the value of, capital assets, amortization of debt discount or such
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miscellaneous deductions as are applicable to prior accounting periods.

“Outstanding,” when used with reference to Bonds and as of’ any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered

except (i) any Bond canceled by the Bond Registrar at or prior to said date; (ii) any Bond

for the payment of which moneys. equal to its principal amount and redemption
premium. if applicable, with interest to the date of’ maturity or redemption shall be in trust

hereunder and set aside for such payment (whether upon or prior to maturity); (iii) any

Bond deemed to have been paid as provided in Section 10.01 hereof; and (iv) for

purposes of consents, notices or other action by a specified percentage of Registered
Owners, any Bonds registered to the Issuer.

“Parity Bonds” means the Parity Bonds issued under the provisions and

within the limitations prescribed by Section 7.07 hereof.

“Prior Bonds” means, collectively, the Issuer’s (i) Waterworks Revenue

Bonds, Series 1986, dated May 9, 1986, issued in the original principal amount of

$123,230; (ii) Supplemental Subordinate Waterworks Revenue Bonds, Series 1986, dated

May 9, 1986, issued in the original principal amount of $61,350; (iii) Water Revenue

Bonds, Series 1993. dated March 17, 1993, issued in the original principal amount of

$ 1.600,000; (iv) Water Revenue Bonds, Series 1997 A, dated June 26, 1997, issued in the

original principal amount of $414,000; (v) Water Revenue Bonds, Series 1997 B, dated

June 26, 1997, issued in the original principal amount of $57,000; (vi) Water Revenue

Bonds, Series 2005 A, dated November 2, 2005, issued in the original principal amount

of $1,623,000; and (vii) Water Revenue Bonds, Series 2007 A, dated November 13,

2007, issued in the original principal amount of $354,818.

“Prior Resolutions” means, collectively, the resolutions of the Issuer

adopted April 30, 1986, March 17, 1993, June 26, 1997, October 31, 2005, and

November 13,2007, authorizing the Prior Bonds.

“Project” means the acquisition and construction of certain extensions,

additions, betterments and improvements to the System, a description of which is

attached hereto as Exhibit A and incorporated herein by reference.

“PSC” means the Public Service Commission of West Virginia and any
successor to the functions thereof.
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PSC Order” means, collectively, the tinal order or orders of the PSC.

granting the Issuer a certificate of convenience and necessity to construct the Project and

approving the financing for the Project and the rates of the System.

~Qualified Investments” means and includes any of the following:

(a) Government Obligations;

(h) 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-Emport 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, notó. participation certificate or other similar

obligations issued by the Federal National Mortgage Association to the extent such

obligation is guaranteed by the Government National Mortgage Association or issued by

any other federal agency and backed by the full faith and credit of the United States of

America;

(e) Time accounts (including accounts evidenced by time certificates of

deposit, time deposits or other similar banking arrangements) which, to the extent not

insured by the FDIC or Federal Savings and Loan Insurance Corporation, shall be

secured by a pledge of Government Obligations, provided, that said Government

Obligations pledged either must mature as nearly as practicable coincident with the

maturity of said time accounts or must be replaced or increased so that the market value

thereof is always at least equal to the principal amount of said time accounts;

(f) Money market funds or similar funds whose only assets are

investments of the type described in paragraphs (a) through (e) above;

(g) Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (e) above, with banks or national banking
associations which are members of FDIC or with government bond dealers recognized as

primary dealers by the Federal Reserve Bank of New York, provided that said
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investments securing said repurchase agreements either must mature as nearly as

practicable coincident with the maturity of said repurchase agreements or must he

replaced or increased so that the market value thereot is always at least equal to the

principal amount of said repurchase agreements. and provided further that the owner of

such repurchase agreement shall have a prior perfected security interest in the collateral

therefor; must have (or its agent must have) possession of such collateral; and such

collateral must be tree of all claims by third parties;

(h) The West Virginia “consolidated fund” managed by the

West Virginia Board of Treasury Investments pursuant to Chapter 12, Article 6C of the

Code o West Virginia, 193 I, as amended; and

(i) Obligations of states or political subdivisions or agencies thereof, the

interest on which is excluded from gross income for federal income tax purposes, and

which are rated at least “A” by Moody’s Investors Service. Inc. or Standard & Poor’s

Corporation.

Registered Owner” or any similar term whenever used herein with respect
to an outstanding Bond or Bonds, means the person in whose name such Bond is

registered.

“Renewal and Replacement Fund” means the Renewal and Replacement
Fund established by the Prior Resolutions and continued by Section 5.01 hereof.

“Reserve Accounts” means, collectively, the respective reserve accounts of

the Series 2010 A Bonds and the Prior Bonds.

“Reserve Requirements” means, collectively, the respective reserve

requirements of the Series 2010 A Bonds and the Prior Bonds.

“Resolution” means this Bond Resolution and all orders and resolutions

supplemental hereto or amendatory hereof.

“Revenue Fund” means the Revenue Fund established by the Prior

Resolutions and continued by Section 5.01 hereof.

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

“Series 1986 A Bonds” means the Issuer’s Waterworks Revenue Bonds,
Series 1986, dated May 9, 1986, issued in the original principal amount of $123,230.
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“Series 1986 B Bonds” means the Issuer’s Supplemental Subordinate

Waterworks Revenue Bonds, Series 1986, dated May 9. 1986. issued in the original

principal amount of $61 .350.

“Series 1993 Bonds” means the Issuer’s Water Revenue Bonds, Series

1993, dated March 17, 1993. issued in the original principal amount of $1,600,000.

“Series 1997 A Bonds” means the Issuer’s Water Revenue Bonds, Series

1997 A. dated June 26, 1997, issued in the original principal amount o1~ $414,000.

“Series 1997 B Bonds” means the Issuer’s Water Revenue Bonds, Series

1997 B, dated June 26, 1997, issued in the original principal amount of $57,000.

“Series 2005 A Bonds” means the Issuer’s Water Revenue Bonds, Series

2005 A, dated November 2, 2005. issued in the original principal amount of $1,623,000.

“Series 2007 A Bonds” means the Water Revenue Bonds, Series 2007 A

(West Virginia Infrastructure Fund), dated November 13, 2007, issued in the original

principal amount of $354,818.

“Series 2010 A Bonds” means the Water Revenue Bonds, Series 2010 A

(United States Department of Agriculture), of the Issuer, authorized to be issued hereby.

“Series 2010 A Bonds Construction Trust Fund” means the Series 2010 A

Bonds Construction Trust Fund established by Section 5.01 hereof.

“Series 2010 A Bonds Reserve Account” means the Series 2010 A Bonds

Reserve Account established by Section 5.02 hereof.

“Series 2010 A Bonds Reserve Requirement” means, as of any date of

calculation, the maximum amount of principal and interest which will become due on the

Series 2010 A Bonds in the then current or any succeeding year.

“Series 2010 A Bonds Sinking Fund” means the Series 2010 A Bonds

Sinking Fund established by Section 5.03A(2) hereof.

“Sinking Funds” means, collectively, the respective sinking funds of the

Series 2010 A Bonds and the Prior Bonds.

(C1455488.I)
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‘~State” means the State of West Virginia.

“Supplemental Resolution” means any resolution of the Issuer

supplementing or amending this Resolution and, when preceded by the article “the.”

refers specifically to the Supplemental Resolution authorizing the sale of the Series 2010

A Bonds: provided, that any matter intended by this Resolution to be included in the

Supplemental Resolution with respect to the Series 20)0 A Bonds and not so included

may be included in another Supplemental Resolution.

“Surplus Revenues” means the Net Revenues not required by this

Resolution to be set aside and held for the payment of or security for the Series 2010 A

Bonds and the Prior Bonds, including the Sinking Funds, the Reserve Accounts, the

Renewal and Replacement Fund and the Depreciation Account.

“System” means the complete public service properties of the Issuer for the

diversion, development, pumping, impounding, treatment, storage, distribution or

furnishing of water to or for the public for industrial, public, private or other uses as

presently existing in its entirety or any integral part thereof, and shall include the Project
and any additions, improvements and extensions thereto hereafter constructed or acquired
for the System from any sources whatsoever.

‘Tap Fees” means the fees, if any, paid by prospective customers of the

System in order to connect thereto.

Additional terms and phrases are defmed in this Resolution as they are

used. Words importing singular number shall include the plural number in each case and

vice versa; words importing persons shall include firms and corporations; and words

importing the masculine, feminine or neutral gender shall include any other gender; and

any requirement for execution or attestation of the Bonds or any certificate or other

document by the Chairperson or the Secretary shall mean that such Bonds, certificate or

other document may be executed or attested by an Acting Chairperson or Acting
Secretary.

Section 1.02. Authority f.ç~ ~ Resolution This Resolution is adopted
pursuant to the provisions of the Act and other applicable provisions of law.

Section 1.03. Findings It is hereby found, determined and declared as

follows:
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A. The Issuer is a public service district, public corporation and

political subdivision of the State in Fayette County of said State. The Issuer presently
owns and operates a public water system in Fayette, Nicholas and Clay Counties.

However, the Issuer deems it necessary and desirable for the health, welfare and safety of

the inhabitants of the Issuer that there be acquired and constructed the Project, in

accordance with the plans and specifications prepared by the Consulting Engineer, which

plans and specifications have been approved by the Government and the Issuer.

B. The Issuer intends to permanently finance a portion of the costs of

acquisition and construction of the Project through the issuance of its revenue bonds to

the Government.

C. The estimated maximum cost of acquisition and construction of the

Project is $4,650,000, of which $2,150,000 will be obtained from the Series 2010 A

Bonds, $1,000,000 will be obtained from a grant from the Government and $1,500,000

will be obtained from a Small Cities Block Grant.

D. The estimated revenues to be derived in each year after completion
of the Project from the operation of the System will be sufficient to pay all Operating

Expenses of the System, the principal of and interest on the Prior Bonds and the Series

2010 A Bonds and to make payments into all funds and accounts provided for in this

Resolution and the Prior Resolutions.

E. It is deemed necessary for the Issuer to issue the Series 2010 A

Bonds in the aggregate principal amount of not more than $2,150,000, to permanently
finance a portion of the costs of acquisition and construction of the Project. Such costs

shall be deemed to include the cost of acquisition or construction of any public service

properties and any improvements and extensions thereto, the cost of all property rights,
easements and franchises deemed necessary or convenient therefor, interest on the Series

2010 A Bonds prior to and during acquisition or construction and for six months after

completion of acquisition or construction of the Project; 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 and such other expenses as may be

necessary or incident to the fmancing herein authorized, the acquisition or construction of

the Project and the placing of the same in operation, and the performance of the things
herein required or permitted, in connection with any thereof.

F. The Series 2010 A Bonds shall be issued on a parity with the First

Lien Bonds and senior and prior to the Series 1986 B Bonds, with respect to liens, pledge
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and source of and security for payment and, in all other respects. Prior to the issuance of

the Series 2010 A Bonds, the Issuer will obtain (I) the certificate of an Independent
Certitied Public Accountant stating that the parity and coverage tests of the First Lien

Bonds have been met: (2) the written consent of the Registered Owners of the First Lien

Bonds to the issuance of the Series 2010 A Bonds on a parity with the First Lien Bonds:

and (3) the written consent of the Registered Owners of the Series 1986 B Bonds to the

issuance of the Series 2010 A Bonds on a senior and prior basis to the Series 1986 B

Bonds. Other than the Prior Bonds, there are no outstanding bonds or obligations of the

Issuer which are secured by revenues or assets of the System.

G. The period of usefulness of the System after completion of the

Project is not less than 40 years.

H. It is in the best interests of the Issuer that the Series 2010 A Bonds

be sold to the Government pursuant to the~ terms and provisions of the Letter of

Conditions.

I. The Issuer has complied with all requirements of West Virginia law

and the Letter of Conditions relating to authorization of the acquisition, construction and

operation of the Project and issuance of the Series 2010 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 of the PSC Order, the time for rehearing and

appeal of which has expired or will have been waived prior to the issuance of the Series

2010 A Bonds.

Section 1.04. Resolution Constitutes Contract In consideration of the

acceptance of the Series 2010 A Bonds by those who shall be the Registered Owners of

the same from time to time, this Resolution shall be deemed to be and shall constitute a

contract between the Issuer and such Registered Owners, and the covenants and

agreements herein set forth to be performed by the Issuer shall be for the equal benefit,

protection and security of the Registered Owners of any and all of such Bonds, all of

which shall be of equal rank and without preference, priority or distinction between any

one Bond and any other Bonds by reason of priority of issuance or otherwise, except as

expressly provided therein and herein.

{C1455488.i)
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ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF PROJECT

Section 2.01. Authoriiation ~ Acquisition ~ Construction ~f Project
There is hereby authorized and ordered the acqUisition and construction of the Project. at

an estimated cost of not to exceed $4,650,000, in accordance with the plans and

specifications prepared by the Consulting Engineers, approved by the Government and

the Issuer and heretofore tiled in the office of the Governing Body. The proceeds of the

Series 2010 A Bonds shall be applied as provided in Article VI hereof. The Issuer has

received bids and will enter into contracts for the acquisition and construction of the

Project, which are in an amount and otherwise compatible with the financing plan
submitted to the Government.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION.

REGISTRATION AND SALE OF BONDS

Section 3.01. Authorization ~ Bonds For the purposes of paying a portion
ot the costs of the Project and paying the costs of issuance of the Series 2010 A Bonds

and related costs, there shall be and hereby are authorized to be issued negotiable Series

2010 A Bonds of the Issuer. The Series 2010 A Bonds shall be issued as a single bond,

designated ~Water Revenue Bonds, Series 2010 A (United States Department of

Agriculture).” in the aggregate principal amount of not more than $2,150,000. and shall

have such terms as are set forth hereinafter or in the Supplemental Resolution.

Section 3.02. Terms ~f Bonds The Series 2010 A Bonds shall be issued in

such principal amounts: shall bear interest at such rate or rates, not exceeding the legal
maximum rate, payable monthly on such dates; shall mature on such dates and in such

amounts: and shall be redeemable, in whole or in part, all as the Issuer shall prescribe in

the Supplemental Resolution or as specifically provided in the Series 2010 A Bonds.

The Series 2010 A Bonds shall be subject to prepayment of scheduled

monthly installments, or any portion thereof, at the option of the Issuer, shall be payable
as provided in the Bond form hereinafter set forth, and shall have such other terms not

inconsistent with this Resolution, as shall be set forth in the Supplemental Resolution and

such Bond form.

Section 3.03. Execution ç~f Bonds The Series 2010 A Bonds shall be

executed in the name of the Issuer by the manual or facsimile signature of the

Chairperson, and the seal of the Issuer shall be impressed thereon and attested by the

manual or facsimile signature of the Secretary. In case any one or more of the officers

who shall have signed or sealed any of the Bonds shall cease to be such officer of the

Issuer before the Bonds so signed and sealed have been actually sold and delivered, such

Bonds may nevertheless be sold and delivered as herein provided and may be issued as if

the person who signed or sealed such Bonds had not ceased to hold such office. Any
Bonds may be signed and sealed on behalf of the Issuer by such person as at the actual

time of the execution of such Bonds shall hold the proper office in the Issuer, although at

the date of such Bonds such person may not have held such office or may not have been

so authorized.
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Section 3.04. Negotiability. Transfer ~4 Registration The Series 2010 A

Bonds shall he and have all the qualities and incidents of negotiable instruments under

the Uniform Commercial Code of the State, but the Bonds, and the right to principal of

and stated interest on the Bonds. may only be transferred by transfer of the registration
thereof upon the hooks of the Bond Registrar, by the party in whose name it is registered.
in person or by attorney duly authorized in writing, upon surrender of the 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 A 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.

No registration of transfer of the Series 2010 A Bonds shall be permitted to

be made after the 15Ih day next preceding any installment payment date on the Bonds.

The Issuer shall be the Bond Registrar and will keep, or cause to be kept by
its agent, at its office, books for the registration and transfer of the Series 2010 A Bonds

and, upon presentation for such purpose, the Bond Registrar shall, under such reasonable

regulations as it may prescribe, register the Bonds initially issued pursuant hereto and

register the transfer, or cause to be registered by its agent, on such books, the transfer of

the Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2010 A Bonds for registration or

transfer only if ownership thereof is to be registered in the name of the Government, 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 senior 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 A

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 A 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, 1520 Market Street, 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. Bonds Mutilated, Destroyed, Stolen ~ j~t. In case any

Series 2010 A Bond shall become mutilated or be destroyed. stolen or lost, the Issuer

may, in its discretion. issue and deliver a new Bond ot the same series and of like tenor as

the Bonds so mutilated, destroyed, stolen or lost, in exchange and substitution for such

mutilated Bond, upon surrender and cancellation of such mutilated Bond, or in lieu of and

substitution for the Bond destroyed, stolen or lost, and upon the Registered Owner’s

furnishing the Issuer proof of ownership and satisfactory indemnity and complying with

such other reasonable regulations and conditions as the Issuer may prescribe and paying
such expenses as the Issuer may incur. All Bonds so surrendered shall be canceled 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 3.06. Bonds ~ ~ ~ Indebtedness ~f the Issuer The Series 2010

Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the

meaning of any constitutional or statutory provision or limitation, but shall be payable
solely from the Net Revenues derived from the operation of the System, as herein

provided. No Registered Owner of the Series 2010 A Bonds shall ever have the right to

compel the exercise of the taxing power of the ‘Issuer, if any, to pay the Series 2010 A

Bonds or the interest thereon.

Section 3.07. Bonds Secured b~ Pledge ~ ~ Revenues i~i Position

~ respect ~ Prior Bonds The payment of the debt service of the Series 2010 A Bonds

shall be secured by a first lien on the Net Revenues on a parity with the lien on the Net

Revenues in favor of the Registered Owners of the First Lien Bonds and senior and prior
to the lien on the Net Revenues in favor of the Registered Owners of the Series 1986 B

Bonds. Such Net Revenues in an amount sufficient to pay the principal of and interest on

and other payments for the Series 2010 A Bonds and the Prior Bonds and to make the

payments into all funds and accounts provided for in this Resolution and the Prior

Resolutions, are hereby irrevocably pledged to such payments as they become due.

Section 3.08. Form ~ Bonds The text of the Series 2010 A Bonds shall

be in substantially the following form, with such omissions, insertions and variations as

may be necessary and desirable and authorized or permitted hereby, or by any

Supplemental Resolution adopted prior to the issuance thereof:

(C145548&I)
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(FORM OF SERIES 2010 A BOND)

UNITED STATES OF AMERICA

STATE OF WEST VIRGINIA

GAULEY RIVER PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS. SERIES 2010 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-I $_______

FOR VALUE RECEIVED, on this _day of
______,

2010, GAULEY

RIVER PUBLIC SERVICE DISTRICT, a public service district, public corporation and

political subdivision of the State of West Virginia in Fayette, Nicholas and Clay Counties

of said State (the “Issuer”), promises to pay to the order of the UNITED STATES OF

AMERICA (the “Government”). at its National Finance Office, 1520 Market Street, St.

Louis, Missouri 63103. or at such other place as the Government may hereafter designate
in writing, and in the manner provided below, the principal sum of

________________DOLLARS ($ ), or such lesser amount as is set forth on the

Record of Advances attached hereto and incorporated herein by reference, plus interest

on the unpaid principal balance at the rate of_% per annum.

The principal of and interest on this Bond shall be paid in the following
installments on the following dates: Monthly installments of interest only on the amounts

advanced hereunder, commencing 30 days following the date of delivery of this Bond

and continuing on the corresponding day of each month thereafter for the first 24 months

after the date hereof, and thereafter, on the corresponding day of each month in

installments of principal and interest in the aggregate amount of $
, 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 below. This consideration 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 the Issuer as requested by the Issuer 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.

(C14554881)
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Every payment made on any indebtedness evidenced by this Bond shall he

applied tirst to interest computed to the effective date of the payment and then to

principal.

Prepayments of scheduled installments, or any portion thereof, may he

made at any time at the option ot the Issuer. Extra payments. as detined in the

regulations of the Government, shall, after payment of interest. be applied to the

installment last to come due under this Bond and shall not affect the obligation of the

Issuer to pay the remaining installments as scheduled herein.

Any amount advanced or expended by the Government for the collection

hereof, or to preserve or to 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 o the debt evidenced hereby and be immediately due and payable by the

Issuer to the Government without demand. The Issuer agrees to use the loan evidenced

hereby solely for purposes authorized by the Government. The Issuer has granted to the

Government a lien on the proceeds of this Bond until such proceeds are expended for

authorized purposes.

This Bond is issued (1) to pay a portion of the costs of acquisition and

construction of certain improvements and extensions to the existing public water facilities

of the Issuer (the “Project”); and (ii) to pay certain costs of issuance of this Bond and

related costs. The existing public water facilities of the Issuer, the Project and any further

improvements and extensions thereto are herein called the “System.” This Bond is issued

under the authority of and in full compliance with the Constitution and statutes of the

State of West Virginia, including particularly Chapter 16, Article 13A of the Code of

West Virginia, 1931, as amended (the “Act”), a Bond Resolution duly adopted by the

Issuer on _________,200_, and a Supplemental Resolution duly adopted by the Issuer

on
_______, 200_(collectively, the “Resolution”), and is subject to all the tenns and

conditions thereof. The Resolution provides for the issuance of additional bonds under

certain conditions, and such bonds would be entitled to be paid and secured equally and

ratably from and by the funds and revenues and other security provided for this Bond

under the Resolution.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT WITH THE

ISSUER’S (1) WATERWORKS REVENUE BONDS, SERIES 1986, DATED MAY 9,

1986, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $123,230; (2) WATER
REVENUE BONDS, SERIES 1993, DATED MARCH 17, 1993, ISSUED IN THE

{C145548&l J
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ORIGINAL PRINCIPAL AMOUNT OF $1,600.(XX); (3) WATER REVENUE BONDS.

SERIES 1997 A, DATED JUNE 26. 1997. ISSUED IN THE ORIGINAL PRINCIPAL

AMOUNT OF $414,0(X): (4) WATER REVENUE BONDS, SERIES 1997 B. DATED

JUNE 26. 1997. ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $57,000; (5)

WATER REVENUE BONDS, SERIES 2(X)5 A. DATED NOVEMBER 2, 2005,

ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $1,623,000; AND (6)
WATER REVENUE BONDS. SERIES 2007 A. DATED NOVEMBER 13. 2007,

ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $354,818 (COLLECTIVELY,
THE ‘PIRST LIEN BONDS’~).

THIS BOND IS ISSUED SENIOR AND PRIOR WITH RESPECT TO

LIENS, PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT TO THE

ISSUER’S SUPPLEMENTAL SUBORDINATE WATERWORKS REVENUE BONDS.

SERIES 1986, DATED MAY 9, 1986. ISSUED IN THE ORIGINAL PRINCIPAL

AMOUNT OF $6l.350 (THE “SERIES 1986 B BONDS”). THE FIRST LIEN BONDS

AND THE SERIES 1986 B BONDS ARE COLLECTIVELY REFERRED TO AS THE

PRIOR BONDS.”

This Bond is payable only from and secured by a pledge of the Net

Revenues (as defined in the Resolution) to be derived from the System, on a parity with

the pledge of Net Revenues in favor of the registered owners of the First Lien Bonds, and

from moneys in the reserve account created under the Resolution for this Bond (the
“Series 2010 A Bonds Reserve Account”) and unexpended proceeds of this Bond. Such

Net Revenues shall be sufficient to pay the principal of and interest on all bonds which

may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged
for such purpose. This Bond does not constitute an indebtedness of the Issuer within the

meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer

be obligated to pay the same or the interest hereon, except from said special fund

provided from the Net Revenues, the moneys in the Series 2010 A Bonds Reserve

Account and unexpended proceeds of this Bond. Pursuant to the Resolution, the Issuer

has covenanted and agreed to establish and maintain just and equitable rates and charges
for the use of the System and the services rendered thereby, which shall be sufficient,

together with other revenues of the System, to provide for the reasonable expenses of

operation, repair and maintenance of the System, and to leave a balance each year equal
to at least 115% of the maximum amount required in any year for payment of principal of

and interest on this Bond and all other obligations secured by a lien on or payable from

such revenues on a parity with this Bond, including the Prior Bonds; provided however,
that so long as there exists in the Series 2010 A Bonds Reserve Account, an amount equal
to the maximum amount of principal and interest which will become due on this Bond in

any year, and in the respective reserve accounts for any other obligations outstanding on

a parity with this Bond, including the Prior Bonds, an amount equal to the requirement

(C145548&I}
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therefor, such percentage may he reduced to I 10%. The Issuer has entered into certain

further covenants with the Registered Owner of this Bond for the terms of which

reference is made to the Resolution. Remedies provided the Registered Owner of this

Bond are exclusively as provided in the Resolution, to which reference is here made for a

detailed description thereof.

Subject to the registration requirements in the Resolution, this Bond is

transferable, as provided in the Resolution, only upon the books of the Secretary of the

Issuer, as registrar (the “Registrar”), which shall be kept for that purpose at the office of

the Registrar, by the Registered Owner or by its attorney or legal representative duly
authorized in writing, upon surrender of this BOnd, together with a written instrument of

transfer satisfactory to the Registrar, duly executed by the Registered Owner or its

attorney or legal representative duly authorized in writing.

Subject to the registration requirements in the Resolution, 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

Resolution, shall be applied solely to payment of the costs of acquisition and construction

of the Project and the costs of issuance hereof as described in the Resolution, and there

shall be and hereby is created and granted a lien upon such moneys, until so applied, in

favor of the registered owner of this Bond.

The Issuer 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 such purposes and periods of time.

If at any time it so appears to the Government that the Issuer may be able to

obtain a loan from a responsible cooperative or private creditor at reasonable rates and

terms for loans for such purposes and period of time, the Issuer will at the Government’s

request apply for and accept such loan in sufficient amount to repay the Government.

In accordance with the requrements of the United States Department of

Agriculture for the issuance of parity obligations, this Bond will be in default should any

proceeds of this Bond be used for a purpose that will contribute to excessive erosion of

highly erodible land or to the conversion of wetlands to produce an agricultural
commodity.

(C14554881}
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This Bond is given as evidence of a loan to the Issuer made or insured by
the Government pursuant to the Rural Development Act of 1972. This Bond shall be

subject to the present regulations of the Government and to its future regulations not

inconsistent with the express provisions hereof.

IT IS HEREBY CERTIFIED. RECITED AND DECLARED that all acts,

conditions and things required to exist, happen and be performed precedent to and at the

issuance of this Bond do exist, have happened and have been performed in due time,

form and manner as required by law, and that the amount of this Bond. together with all

other obligations of the Issuer, does not exceed any limit prescribed by the Constitution

or statutes of the State of West Virginia and that a sufficient amount of the Net Revenues

of the System has been pledged to and will be set aside into said special fund by the

Issuer for the prompt payment of the principal of and interest on this Bond.

All provisions of the Resolution, resolutions and statutes under which this

Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the

same extent as if written fully herein.

(C~435488.1)
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IN WITNESS WHEREOF. GAULEY RIVER PUBLIC SERVICE

DISTRICT has caused this Bond to he signed by its Chairperson and its corporate seal to

he hereunto affixed and attested by its Secretary, and has caused this Bond to be dated as

ot the date tirst written above.

Chairperson

SEAL]

ATFEST:

Secretary

(C14554*8.I)
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(Form ot)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(I)$ (19)$

(2)$ (20)$

(3)$ (21)$

(4) $ (22) $

(5)$ (23)$

(6)$ (24)$

(7) $ (25) $

(8)$ (26)$

(9)$ (27)$

(1O)$ (28)$

(I1)$ (29)$

(12)$ (30)$

(13)$ (31)$

(14)$ (32)$

(15)$ (33)$

(16)$ (34)$

(17)$ (35)$

(18)$ (36)$

$

TOTAL
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(Form of)

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transt~rs

unto

the within Bond and does hereby irrevocably constitute and appoint

Attorney to transfer said Bond on the books kept for registration thereof with full power

of substitution in the premises.

Dated:
__________ —.

In the presence of:

(C14554881)
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Section 3.09 ~ile~ Bonds The Series 2010 A Bonds shall be sold to the

Government pursuant to the terms and conditions of the Letter of Conditions. The Letter

ot Conditions is hereby approved and the provisions of the Letter of Conditions are

specitically incorporated in this Resolution.

~CI455488.I)

23



ARTICLE IV

RESERVEDI

(C145548&I}

24



ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment ~f Funds and Accounts ~j~h Depository Bank
The following special funds or accounts are created with (or continued if previously
established by the Prior Resolutions) and shall be held by the Depository Bank separate
and apart from all other funds or accounts of the Depository Bank and from each other

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

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

(3) Depreciation Account (established by the Prior Resolutions); and

(4) Series 2010 A Bonds Construction Trust Fund.

Section 5.02. Establishment g~ Funds ~ Accounts with Commission

The following special account is created with and shall be held by the Commission:

(1) Series 2010 A Bonds Reserve Account.

Section 5.03. System Revenues; Flow ~f Funds A. The entire Gross

Revenues derived from the operation of the System shall be deposited upon receipt in the

Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Resolution and shall be kept separate and distinct from all other funds of the Issuer

and the Depository Bank and used only for the purposes and in the manner herein

provided. Funds in the Revenue Fund shall be disposed of only in the following manner
and order of priorities and as provided in the Prior Resolutions.

(I) The Issuer shall first, each month, pay from the Revenue Fund all

current Operating Expenses of the System.

(2) The Issuer shall next, each month, from the moneys in the Revenue

Fund, (i) make the interest payments on the First Lien Bonds in the amounts and on the

dates required by the Prior Resolutions; and (ii) commencing on the day which is 30 days
following the date of delivery of the Series 2010 A Bonds and continuing on the

corresponding day of each month, remit to the National Finance Office for deposit in the

Series 2010 A Bonds Sinking Fund hereby established at the National Finance Office, the

amount of interest set forth in the Series 2010 A Bonds.

(C 1455488.11
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(3) The Issuer shall next, each month, from the moneys in the Revenue

Fund, (1) make the principal payments of the First Lien Bonds in the amounts and on the

dates required by the Prior Resolutions: and (ii) commencing on the day which is 24

months following the date of delivery of the Series 2010 A Bonds and continuing on the

corresponding day of each month, remit to the National Finance Office for deposit in the

Series 2010 A Bonds Sinking Fund, the amount of principal set forth in the Series 2010 A

Bonds.

The deposits into the Series 2010 A Bonds Sinking Fund provided in this

paragraph and in Section 5.03A (2) above, constitute actual payments of principal of and

interest on the Series 2010 A Bonds to the Government.

(4) The Issuer shall next, each month, from the moneys in the Revenue

Fund. (i) make the reserve account payments into the Reserve Accounts of the First Lien

Bonds in the amounts and on the dates required by the Prior Resolutions; and (ii)

commencing on the day which is 24 months following the date of delivery of the Series

2010 A Bonds and continuing on the corresponding day of each month, remit to the

Commission for deposit in the Series 2010 A Bonds Reserve Account, an amount equal
to 1/120th of the Series 2010 A Bonds Reserve Requirement; 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 Series 2010 A Bonds Reserve Requirement.

(5) The Issuer shall next, each month, transfer from the Revenue Fund

and remit to the Depository Bank for deposit in the Renewal and Replacement Fund, an

amount equal to 2 1/2% of the Gross Revenues each month (as previously set forth in the

Prior Resolutions and not in addition thereto), exclusive of any payments for account of

any Reserve Account. All funds in the Renewal and Replacement Fund shall be kept

apart from all other funds of the Issuer or of the Depository Bank and shall be invested

and reinvested in accordance with Article VIII hereof. Withdrawals and disbursements

may be made from the Renewal and Replacement Fund for replacements, emergency

repairs, improvements or extensions to the System; provided that, any deficiencies in any
Reserve Account, except to the extent such deficiency exists because the required
payments into such account have not, as of the date of determination of a deficiency,
funded such account to the maximum extent required hereof, shall be promptly
eliminated with moneys from the Renewal and Replacement Fund.

(6) The Issuer shall next, each month, from the moneys in the Revenue

Fund, make the payments into the Depreciation Account in the amounts and on the dates

required by the Prior Resolutions.
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(7) The Issuer shall next, on the first day of each month, from the

moneys in the Revenue Fund, remit to the Commission tor deposit (i) in the Series 1986

B Bonds Sinking Fund, the amount required by the Prior Resolutions to pay principal of

the Series 1986 B Bonds, and (ii) in the Series 1986 B Bonds Reserve Account, the

amount required by the Prior Resolutions.

Moneys in the Series 2010 A Bonds Sinking Fund shall be used only for the

purposes of paying principal of and interest on the Series 2010 A Bonds as the same shall

become due. Moneys in the Series 2010 A Bonds Reserve Account shall be used only for

the purposes of paying principal of and interest on the Series 2010 A Bonds as the same

shall come due, when other moneys in the Series 2010 A Bonds Sinking Fund are

insufficient therefor, and for no other purpose.

All investment earnings on moneys in the Series 2010 A Bonds Reserve

Account (if fully funded) shall be transferred, not less than once each year, to the Series

2010 A Bonds Construction Trust Fund during construction of the Project and thereafter,

to the Revenue Fund and applied in full, first to the next ensuing interest payment due on

the Series 2005A Bonds and then to the next ensuing principal payment due thereon.

Any withdrawals from the Series 2010 A Bonds Reserve Account which

result in a reduction in the balance therein to an amount below the Series 2010 A Bonds

Reserve Requirement shall be subsequently restored from the first Net Revenues

available after all required payments have been made in full in the order set forth above.

As and when additional Bonds ranking on a parity with the Series 2010 A

Bonds are issued, provision shall be made for additional payments into the respective
sinking funds sufficient to pay any interest on such Parity Bonds and accomplish
retirement thereof at maturity and to accumulate a balance in the respective reserve

accounts in an amount equal to the requirement therefor.

Interest, principal, or reserve aácount payments, whether made for a

deficiency or otherwise, shall be made on a parity and pro rata, with respect to the Series

2010 A Bonds and the Prior Bonds, in accordance with the respective principal amounts

then outstanding.

The Commission is hereby designated as the fiscal agent for the

administration of the Series 2010 A Bonds Reserve Account created hereunder, and all

amounts required for such account shall be remitted to the Commission from the Revenue

Fund by the Issuer at the times provided herein. If required by the Government, the

Issuer shall make the necessary arrangements whereby required payments into the Series

2010 A Bonds Reserve Account shall be automatically debited from the Revenue Fund

and electronically transferred to the Commission on the dates hereunder.
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Moneys in the Series 2010 A Bonds Reserve Account shalt be invested and

reinvested by the Commission in accordance with Section 8.01 hereof.

The Series 2010 A Bonds Sinking Fund and the Series 2010 A Bonds

Reserve Account shall he used solely and only for, and are hereby pledged for, the

purpose of servicing the Series 2010 A Bondsunder the conditions and restrictions set

forth herein.

B. Whenever all of the required and provided transfers and payments
from the Revenue Fund into the several special funds, as hereinbefore provided, are

current and there remains in the Revenue Fund a balance in excess of the estimated

amounts required to be so transferred and paid into such funds during the following
month or such other period as required by law, such excess shall be considered Surplus
Revenues. Surplus Revenues may be used for any lawful purpose of the System.

C. The Issuer shall remit from the Revenue Fund to the Commission,

the Registrar, the Paying Agent, or the Depository Bank, on such dates as the respective
parties shall require, such additional sums as shalt be necessary to pay their respective

charges and the fees then due. If required by the Government, the Issuer shall make the

necessary arrangements whereby payments to the Commission under this paragraph shall

be automatically debited from the Revenue Fund and electronically transferred to the

Commission on the dates required hereunder.

D. The moneys in excess of the maximum amounts insured by FDIC in

all funds and accounts shall at all times be secured, to the full extent thereof in excess of

such insured sum, by Qualified Investments as shall be eligible as security for deposits of

state and municipal funds under the laws of the State.

13. If, on any monthly payment date, the revenues are insufficient to

place the required amount in any of the funds and accounts as herein above provided, the

deficiency shall be made up in the subsequent payments in addition to the payments
which would otherwise be required to be made into the funds and accounts on the

subsequent payment dates; provided, that all deposits, including on account of

deficiencies, shall be made in the order of priority set forth in Section 5.03A hereof, and

no payment of lower priority shall be made if there exists a deficiency in a fund or

account of higher priority.

F. All remittances made by the Issuer to the Commission and the

Depository Bank shall clearly identify the fund or account into which each amount is to

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

ot the System.
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ARTICLE VI

APPLICATION OF BOND PROCEEDS

Section 6.01. Application ~ Bond Proceeds ALL moneys received from

time to time from the sale of the Series 2010 A Bonds shaLl be deposited in the Series

2010 A Bonds Construction Trust Fund and shall he used solely to pay costs of the

Project and until so expended, are hereby pledged as additional security for the Series

2010 A Bonds.

Section 6.02. Disbursements from Bond Construction Trust Fund The

Series 2010 A Bonds Construction Trust Fund shall be kept separate and apart from all

other funds o’ the Issuer, and shall be drawn out, used and applied by the Issuer solely for

the payment of the costs of the Project and purposes incidental thereto, including
payment of any borrowings by the Issuer made for the purpose of temporarily financing a

portion of the costs of the Project and payment of interest on the Series 2010 A Bonds

prior to and during construction and for a period up to six months after completion of

construction and for no other purposes whatsoever. If approved by the Government. the

moneys in said fund shall be secured at all times by Government Obligations having a

fair market value at least equal to the balance in said fund in excess of the amount insured

by the FDIC. If for any reason the amounts on deposit in the Series 2010 A Bonds

Construction Trust Fund are not necessary fur, or are not applied to, such purposes, then

such unapplied amounts shall be deposited by Ue Issuer as determined by the rules and

regulations of the Government. All such proceeds shall constitute a trust fund for such

purposes, and there is hereby created a lien upon such moneys, until so applied, in favor

of the Registered Owners of the Series 2010 A Bonds.

Expenditures or disbursements from the Series 2010 A Bonds Construction

Trust Fund shall be made only after such expenditures or disbursements have been

approved in writing by the Governing Body, the Consulting Engineers and the

Government.

The Issuer shall coordinate with the Govenunent on the monthly payment
of the costs of the Project and shall submit invoices and requisitions as directed by the

Government.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer All the covenants.

agreements and provisions of this Resolution shall be and constitute valid and legally
binding covenants of the issuer and shall he enforceable in any court of competent

jurisdiction by any Registered Owner of the Series 2010 A Bonds. In addition to the

other covenants, agreements and provisions of this Resolution, the Issuer hereby
covenants and agrees with the Registered Owner of the Series 2010 A Bonds as

hereinafter provided in this Article VII. All such covenants, agreements and provisions
shall be irrevocable, except as provided herein, as long as the Series 2010 A Bonds or the

interest thereon are Outstanding and unpaid.

Section 7.02. Bonds j~ j~ indebtedness ~f~ issuer The Series 2010

A Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of

any constitutional or stawtory limitation of indebtedness, but shall .be payable solely from
the funds pledged for such payment by this Resolution. No Registered Owner of the

Series 2010 A Bonds shall ever have the right to compel the exercise of the taxing power,

if any, of the Issuer to pay the Series 2010 A Bonds or the interest thereon.

Section 7.03. Bonds Secured i~y Pledge 21 ~ Revenues; Lien Position

~ respect ~ Prior Bonds The payment of the debt service of the Series 2010 A Bonds

shall be secured by a first lien on the Net Revenues on a parity with the lien on the Net

Revenues in favor of the Registered Owners of the First Lien Bonds and senior and prior
to the lien on the Net Revenues in favor of the Registered Owners of the Series 1986 B

Bonds. The Net Revenues in an amount sufficient to pay the principal of and interest on

the Prior Bonds and the Series 2010 A Bonds and to make the payments into all funds

and accounts and all other payments provided for in this Resolution and the Prior

Resolutions are hereby irrevocably pledged, in the manner provided herein and therein, to

such payments as the same become due, and for the other purposes provided in this

Resolution and the Prior Resolutions.

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 this Resolution and the

Prior Resolutions. The initial schedule of rates and charges for the services and facilities

of the System shall be as set forth and approved in the PSC Order and such rates are

hereby adopted.
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So long as the Series 201() A Bonds are outstanding, the Issuer covenants

and agrees to lix and collect rates, fees and other charges for the use of the System and to

take all such act1ofls necessary to provide funds sufficient to produce the required sums

set forth in this Resolution. In the event the schedule of rates, fees and charges initially
established for the System in connection with the Series 2010 A Bonds shall prove to be

insufficient to produce the required sums set forth in this Resolution, the Issuer hereby
covenants and agrees that it will, to the extent or in the manner authorized by law.

immediately adjust and increase such schedule of rates, fees and charges and take all such

actions necessary to provide funds sufficient to produce the required sums set forth in this

Resolution.

Section 7.05 ~ ffi~ System So long as the Prior Bonds are

Outstanding, the System may not be sold, transferred, mortgaged, leased or otherwise

disposed of, except in accordance with the terms of the Prior Resolutions. So long as the

Series 2010 A Bonds are Outstanding, the System may be sold. transfened, mortgaged,
leased or otherwise disposed of, or encumbered (other than any statutory mortgage lien

created under the Act on account of obligations issued within the restrictions hereof) only
with the written consent of the Government and such consent will specify the disposition
of any such sale or transfer.

Section 7.06. Issuance ~f Other Obligations Payable Qg~ ~f Revenues ~
General Covenant Against Encumbrances So long as the Series 2010 A Bonds are

Outstanding, the Issuer shall not issue any other obligations whatsoever payable from the

revenues of the System which rank prior to, or equally, as to lien on and source of and

security for payment from such revenues with the Series 2010 A Bonds; provided,
however, that Parity Bonds may be issued as provided for in Section 7.07 hereof and in

the Prior Resolutions (so long as the Prior Bonds are Outstanding). All obligations
hereafter issued by the Issuer payable from the revenues of the System, except such

Parity Bonds, shall contain an express statement that such obligations are junior and

subordinate, as to lien on, pledge and source of and security for payment from such

revenues and in all other respects, to the Series 2010 A Bonds; provided, that no such

subordinate obligations shall be issued unless all payments required to be made into all

funds and accounts set forth herein and in the Prior Resolutions have been made and aie

current at the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to

be created, any debt, lien, pledge, assignment, encumbrance or any other charge having
priority over or being on a parity with the liens of the Series 2010 A Bonds, and the

interest thereon, upon any of the income and revenues of the System pledged for payment
of the Series 2010 A Bonds and the interest thereon in this Resolution, or upon the

System or any part thereof.
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Section 7.07. Parity Bonds So long as the Prior Bonds are Outstanding,
no Parity Bonds shall be issued except in accordance with the terms of the Prior

Resolutions. In addition, no Parity Bonds, payable out of the revenues of the System.
shall be issued after the issuance of any Bonds pursuant to this Resolution, except under

the conditions and in the manner provided herein and with the prior written consent of the

Government.

All Parity Bonds issued hereunder shall be on a parity in all respects with

the Prior Bonds and the Series 20W A Bonds.

No such Parity Bonds shall be issued except for the purpose of financing
the costs of the design. acquisition or construction of extensions or improvements to the

System or refunding any Bonds Outstanding, or both such purposes.

So long as the Series 2010 A Bonds are Outstanding, no Parity Bonds shall

be issued at any time, unless there has been procured and filed with the Secretary a

written statement by the Independent Certified Public Accountants, reciting the

conclusion that the Net Revenues 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 tollowing:

(1) The. Bonds then Outstanding;

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

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

The foregoing limitation may be waived or modified by the written consent

of the Registered Owners of the Series 2010 A Bonds, representing 75% of the then-

outstanding principal indebtedness. In the event the foregoing limitation is waived or

when the Series 2010 A Bonds are no longer Outstanding, the following parity
requirement shall be met

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

Accountants, reciting the conclusion that the Net Revenues actually derived, subject to

the adjustments hereinafter provided for, from the System during any 12 consecutive

months within the 18 months immediately preceding the date of the actual issuance of

such Parity Bonds, plus the estimated average increased annual Net Revenues to be

received in each of the three succeeding years after the completion of the improvements
to be financed by such Parity Bonds, if any, shall not be less than 115% of the largest
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aggregate amount that will mature and become due in any succeeding Fiscal Year for

principal of and interest. if any. on the following:

(1) The Bonds thenOutstanding;

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

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

The ‘estimated average increased’ annual Net Revenues to be received in

each of the three succeeding years,” as that term is used in the computation provided in

the above paragraph, shall refer only to the increased Net Revenues estimated to be

derived from the improvements to be tinanced by such Parity Bonds and any increase in

rates adopted by the Issuer and approved by the PSC, the period for appeal of which has

expired prior to the date of issuance of such Parity Bonds, and shall not exceed the

amount to be stated in a certificate of the Independent Certified Public Accountants,

which shall be filed in the office of the Secretary prior to the issuance of such Parity
Bonds.

The Net Revenues actually derived from the System during the

12-consecutive-month period hereinabove referred to may be adjusted by adding to such

Net Revenues such additional Net Revenues which would have been received, in the

opinion of the Independent Ceitified Public Accountants, on account of increased rates,

rentals, fees and charges for the System adopted by the Issuer and approved by the PSC,

the period for appeal of which has expired prior to issuance of such Panty Bonds.

All covenants and other provisions of this Resolution (except as to details

of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and

security of the Registered Owners of the Series 2010 A Bonds and the Registered Owners
of any Parity Bonds issued from time to time within the limitations of and in compliance
with this section. Bonds issued on a parity, regardless of the time or times of their

issuance, shall rank equally with respect to their respective liens on the revenues of the

System and their respective source of and security for payment from said revenues,

without preference of any Bond of one series over any other Bond of another series on a

parity therewith. The Issuer shall comply fully with all the increased payments into the

various funds and accounts created in this Resolution required for and on account of such

Parity Bonds, in addition to the payments required for Bonds theretofore issued pursuant
to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or

other obligations subsequently issued, the lien of which on the revenues of the System is

(C1455488.I }

34



subject to the prior and superior liens of the Outstanding Bonds on such revenues. The

Issuer shall not issue any obligations whatsoever payable from the revenues of the

System, or any part thereot~ which rank prior to or. except in the manner and under the

conditions provided in this section. equally, as to lien on and source of and security for

payment from such revenues, with the Series 2010 A Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments
into the funds and accounts provided for in this Resolution with respect to the Bonds then

Outstanding, and any other payments provided for in this Resolution, shall have been

made in full as required to the date of delivery of such Parity Bonds, and the Issuer shall

then be in full compliance with all the covenants, agreements and terms of this

Resolution.

Section 7.08. Books; Records ~ii~ 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 Government and its

agents and representatives to inspect all books, documents, papers and records relating to

the Project and the System at any and all reasonable times for the purpose of audit and

examination. The Issuer shall submit to the Government such documents and

information as it may reasonably require in connection with the acquisition, construction

and installation of the Project, the operation and maintenance of the System and the

administration of the loan or any State and federal grants or other sources of fmancing for

the Project.

The Issuer shall permit the Government and its agents and representatives
to inspect all records pertaining to the operation and maintenance of the System at any

reasonable time following completion of construction of the Project and commencement

of operation thereof, or, if the Project is an improvement to an existing system, at any

reasonable time following commencement of construction.

The Issuer will keep books and records of the System, which shall be

separate and apart from all other books, records and accounts of the Issuer, in which

complete and correct entries shall be made of all transactions relating to the System, and

any Registered Owner of the Series 2010 A Bonds issued pursuant to this Resolution

shall have the right at all reasonable times to inspect the System and all parts thereof and

all records, accounts and data of the Issuer relating thereto.

The accounting system for the System shall follow current generally
accepted accounting principles in accordance with the rules and regulations of the PSC

and the Act. Separate control accounting records shall be maintained by the Issuer.

Subsidiary records as may be required shall be kept in the manner and on the forms,
books and other bookkeeping records as prescribed by the Governing Body.
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The Issuer shall tile with the Government or any Registered Owner of the

Series 2010 A Bonds requesting the same, an annual report containing the following:

(A) A statement of Gross Revenues, Operating Expenses, Net Revenues

and Surplus Revenues derived from and relating to the System.

(B) A balance sheet statement showing all deposits in all the funds and

accounts provided for in this Resolution and the status of all said funds and accounts.

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

The Issuer shall also, at least once a year, cause the books, records and

accounts of the System to be audited by Independent Certified Public Accountants (and

to the extent legally required in compliance with the applicable 0MB Circular, or any

successor thereto, and the Single Audit Act, or any successor thereto) and shall mail upon

request, and make available generally, the report of said Independent Certified Public

Accountants. or a summary thereof, to any Registered Owner of the Series 2010 A Bonds

and shall submit said report to the Government. Such audit report submitted to the

Government shall include a statement that the Issuer is in compliance with the terms and

provisions of the Act and this Resolution and that the Gross Revenues are adequate to

meet the Operating Expenses and debt service and reserve requirements.

Subject to the terms, conditions and provisions of the Letter of Conditions

and the Act, the Issuer has acquired, or shall do all things necessary to acquire, the

proposed site of the Project and shall do, is doing or has done all things necessary to

construct the Project in accordance with the plans, specifications and designs prepared by
the Consulting Engineers. All real estate and interests in real estate and all personal
property constituting the Project and the Project site heretofore or hereafter acquired shall

at all times be and remain the property of the Issuer.

The Issuer shall permit the Government and its agents and representatives
to enter and inspect the Project site and Project facilities at all reasonable times. Prior to,

during and after completion of construction and commencement of operation of the

Project, the Issuer shall also provide the Government and its agents and representatives
with access to the System site and System facilities as may be reasonably necessary to

accomplish all of the powers and rights of the Government with respect to the System
pursuant to the Act.

Section 7.09. Rates Prior to issuance of the Series 2010 A Bonds,

approvals of equitable rates or charges for the use of and service rendered by the System
shall have been obtained in the manner and form required by law, and copies of such
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rates and charges so established will be continuously on tile with the Secretary, which

copies will be open to inspection by all interested parties. The schedule of rates and

charges shall at all times be adequate to produce Gross Revenues from the System
sufficient to pay Operating Expenses and to make the prescribed payments into the funds

created hereunder. Such schedule of rates and charges shall be changed and readjusted
whenever necessary so that the aggregate of the rates and charges will be sufficient for

such purposes. In order to assure full and continuous performance of this covenant, with

a margin for contingencies and temporary unanticipated reductions in income and

revenues, the Issuer hereby covenants and agrees that the schedule o’ 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 and (ii) to leave a balance each year equal to at

least 115% of the maximum amount required in any year for payment of principal of and

interest on the Series 2010 A Bonds and all other obligations secured by a lien on or

payable from such revenues on a panty with the Series 2010 A Bonds, including the Prior

Bonds; provided that, in the event that amounts equal to or in excess of the Reserve

Requirements are on deposit respectively in the Series 2010 A Bonds Reserve Account.

and the Reserve Accounts for obligations on a parity with the Series 2010 A Bonds,

including the Prior Bonds, are funded at least at the requirement therefor, such balance

each year need only equal at least 110% of the maximum amount required in any year for

payment of principal of and interest on the Series 2010 A Bonds and all other obligations
secured by a lien on or payable from such revenues on a parity with the Series 2010 A

Bonds. In any event, the Issuer shall not reduce the rates or charges for services of the

System described in Section 7.04.

Section 7.10. Operating Budget The Issuer shall annually, at least 30 days
preceding the beginning of each Fiscal Year, prepare and adopt by resolution a detailed,
balanced budget of the estimated revenues and expenditures for operation and

maintenance of the System during the succeeding Fiscal Year and shall submit a copy of

such budget to the Government within 30 days of the adoption thereof. No expenditures
for the operation and maintenance of the Syst~m shall be made in any Fiscal Year in

excess of the amounts provided therefor in such budget without a written finding and

recommendation by a 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 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 Government and to any

Registered Owner of the Series 2010 A Bonds within 30 days of adoption thereof and

shall make available such budgets and all resolutions authorizing increased expenditures
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for operation and maintenance of the System at all reasonable times to the Government

and any Registered Owner of the Series 2010 A Bonds or anyone acting for and on behalf

of such Registered Owner.

Section 7.11. Engineering Services ii~ Operating Personnel The Issuer

will obtain the certificate of the Consulting Engineers, certifying that the Project has been

or will be constructed in accordance with the approved plans. specifications and designs
as submitted to the Government. the Project will be adequate for the purposes for which it

was designed. the funding plan as submitted to the Government is sufficient to pay the

costs of the acquisition and construction of the Project, and all permits required by
federal and state laws for construction of the Prcject have been obtained. The Issuer shall

provide and maintain competent and adequate engineering services satisfactory to the

Government, covering the supervision and: inspection of the development and

construction of the Project and bearing the responsibility of assuring that construction

conforms to the plans, specifications and designs prepared by the Consulting Engineers,
which have been approved by all necessary governmental bodies. The Issuer shall

employ qualified operating personnel properly certified by the State to operate the

System so long as the Series 2010 A Bonds are Outstanding.

Section 7.12 ~ Competing Franchise To the extent allowable by law,
the Issuer will not grant or cause, consent to or allow the granting of, any franchise or

permit to any person, firm, corporation or body, agency or instrumentality whatsoever for

the providing of any services which would compete with services provided by the

System.

Section 7.13. Enforcement ~f 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 PSC and other laws of

the State.

Whenever any fees, rates, rentals or other charges for the services or

facilities of the System shall remain unpaid for~ a period of 20 days after the same shall

become due and payable, the user of the services and facilities shall be delinquent until

such time as all such rates and charges are fully paid. To the extent authorized by the

laws of the State and the rules and regulations of the PSC, fees, rates, rentals and other

charges, if not paid when due, shall become a lien on the premises served by the System.
The Issuer further covenants and agrees that it will, to the full extent permitted by law

and the rules and regulations of the PSC, discontinue and shut off the services of the

System to all delinquent users of the services of the System, and will not restore such

services of the System until all delinquent charges for the services of the System, plus
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reasonable interest and penalty charges for the restoration of service, have been fully

paid. and shall take all further actions to enforce collections to the maximum extent

permitted by law.

Section 7.14 J~Q E~ Services The Issuer will not render or cause to he

rendered any free services of any nature by the System, nor will any preferential rates be

established for users of the same class; and, in the event the Issuer or any department.

agency, instrumentality, officer or employee of the Issuer shall avail itself or themselves

of the facilities or services provided by the System or any part thereof, the same rates,

fees or charges applicable to other customers receiving like services under similar

circumstances shall be charged the Issuer and any such department, agency,

instrumentality, olficer or employee. Such charges shall be paid as they accrue, and the

Issuer shall transfer from its general funds sufficient sums to pay such charges for service

to any of its departments or properties. The revenues so received shail be deemed to be

revenues derived from the operation of the System, and shall be deposited and accounted

for in the same manner as other revenues derived from such operation of the System.

Section 7.15. Insurance ~ Construction Bonds The Issuer hereby
covenants and agrees that, so long as the Series 2010 A Bonds remain Outstanding, the

Issuer will, as an Operating Expense, procure, carry and maintain insurance with a

reputable insurance carrier or carriers as is customarily covered with respect to works and

properties similar to the System. Such insurance shall initially cover the following risks

and be in the following amounts:

(A) Fire. Lightning. Vandalism. Malicious Mischief and Extended

Coverage Insurance to be procured prior to 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 insurable portions of the System, including machinery and equipment
housed therein, 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 on all structures and mechanical and electrical equipment in place or stored on

the site during construction of the Project in the full insurable value thereof.

(B) Public Liability Insurance with limits of not less than $1,000,000 for

personal liability to protect the Issuer from claims for bodily injury and/or death and not

less than $500,000 from claims for damage to property of others which may arise from

the operation of the System.
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(C) Vehicular Public Liability Insurance in the event the Issuer owns or

operates any vehicle in the operation of the System. or in the event that any vehicle not

owned by the Issuer is operated for the benetitof the Issuer, with limits of not less than

$1 .000.000 for personal liability to protect the Issuer from claims for bodily injury and/or

death and not less than $500.000 from claims for damage to property o others which

may arise from such operation of vehicles.

(D) Workers’ Compensation Coverage for All Employees of the System
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 contractor dealing directly
with the Issuer, and such payment bonds will be filed with the Clerk of The County
Commission of the County in which such work is to be performed prior to

commencement of construction of the Project in compliance with Chapter 38, Article 2,

Section 39 of the Code of West Virginia, 1931, as amended.

(E) Fidelity Bonds will be pr vided as to every member, officer and

employee of the Issuer having custody of the Revenue Fund or of any other funds or

property of the System in an amount at least equal to the total funds in the custody of any

such person at any one time, and initially in the amount required by the Government and

to be increased thereafter as necessary to cover the maximum amount of funds under

control of that position at any one time.

(F) Flood Insurance will be obtained by the Issuer if available; however,

if the System is located in a community which has been notified as having special flood

or mudslide prone areas, tlood insurance must be obtained.

(G) Construction Bonds The Issuer shall require all contractors engaged
in the construction of the Project to furnish a performance bond and a payment bond,
each in an amount equal to 100% of the contract price of the portion of the Project
covered by the particular contract as security for the faithful performance of such

contract. The Issuer shall verify such bonds prior to commencement of construction.

The Issuer shall also require all contractors engaged in the construction of the Project to

carry such worker’s compensation coverage for all employees working on the Project and

public liability insurance, vehicular liability insurance and property damage insurance in

amounts adequate for such purposes and as is customarily carried with respect to works

and properties similar to the Project. The Issuer shall verify such insurance prior to

commencement of construction.

Section 7.16. Connections To the extent permitted by the laws of the

State and rules and regulations of the PSC, the Issuer shall require every owner, tenant or

occupant of any house, dwelling or building intended to be served by the System to

connect thereto.

(C1455488.I)

40



Section 7.17. Completion ~jj~ Operation ~ Project: Permits ~ Orders

The Issuer shall complete the Project as promptly as possible and operate and maintain

the System as a revenue-producing utility in good condition and in compLiance with all

federal and state requirements and standards.

The Issuer has obtained all permits required by state and federal laws for

the acquisition and construction of the Project, all orders and approvals from the PSC and

other state agencies necessary for the acquisition and construction of the Project and the

operation of the System and all approvals for the issuance of the Series 2010 A Bonds

required by state law, with all requisite appeal periods having expired without successful

appeal.

Section 7.18. Statutory Mortgage~ For the further protection of the

Registered Owners of the Series 2010 A Bonds, a statutory mortgage lien upon the•
System is granted and created by the Act, which statutory mortgage lien is hereby
recognized and declared to be valid and binding, and shall take effect immediately upon

delivery of the Series 2010 A Bonds; provided however, that the statutory mortgage lien

in favor of the Registered Owners of the Series 2010 A Bonds shall be on a parity with

the statutory mortgage lien in favor of the Registered Owners of the First Lien Bonds.

Section 7.19. Compliance~ Letter gj Conditions ~ j~. The Issuer

shall perfonn, satisfy and comply with all the terms and conditions of the Letter of

Conditions, this Resolution and the Act. The Issuer shall also comply with all applicable
laws, rules and regulations issued by the Government or other state, federal or local

bodies in regard to the acquisition and construction of the Project and the operation,
maintenance and use of the System.

Section 7.20. Contracts The Issuer shall, simultaneously with the delivery
of the Series 2010 A Bonds or immediately thereafter, enter into written contracts for the

immediate acquisition or construction of the Project.
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ARTICLE VIII

INVESTMENT OF FUNDS

Section 8.() 1. Investment of Funds Any moneys held as a part of the funds

and accounts created by this Resolution, other than the Revenue Fund, shall be invested

and reinvested by the Commission or the Depository Bank, as the case may he, at the

written direction of the Issuer in any Qualified Investments to the fullest extent possible
under applicable laws, this Resolution, the need for such moneys for the purposes set

forth herein and the specific restrictions and provisions set forth in this Section.

Any investment shall be held in and at all times deemed a part o the fund

or account in which such moneys were originally held, and the interest accruing thereon

and any profit or loss realized from such investment shall be credited or charged to the

appropriate fund or account. The investments held for any fund or account shall be

valued at the lower of cost or then current market value, or at the redemption price
thereof if then redeemable at the option of the owner, including the value of accrued

interest and giving effect to the amortization of discount or at par if such investment is

held in the ‘tonsolidated Fund.” The Commission shall sell and reduce to cash a

sufficient amount of such investments whenever the cash balance in any fund or account

is insufficient to make the payments required from such fund or account, regardless of the

loss on such liquidation. The Depository Bank may make any and all investments

permitted by this Section through its own bond department and shall not be responsible
for any losses from such investments, other than for its own negligence or willful

misconduct.

The Depository Bank shall keep complete and accurate records of all funds,

accounts and investments, and shall distribute to the Issuer, at least once each year, or

more often as reasonably requested by the Issuer, a summary of such funds, accounts and

investment earnings. The Issuer shall retain all, such records and any additional records

with respect to such funds, accounts and investment earnings so long as any of the

Series 2010 A Bonds are Outstanding.

Notwithstanding the foregoing, any investments made pursuant to this

Resolution shall comply with the guidelines of the Government.
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ARTICLE IX

DEFAULTS AND REMEDIES

Section 9.01. Events ~ Default Each of the following events shall

constitute an ~Event of Default” with respect to the Series 2010 A Bonds:

(A) If default occurs in the due and punctual payment of the principal of

or interest on any Series 2010 A Bonds; or

(B) If default occurs in the Issuer’s observance of any of the covenants,

agreements or conditions on its part relating to the Series 2010 A Bonds set forth in this

Resolution, any Supplemental Resolution or the Series 2010 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 Government, the Depository Bank, the Bond Registrar, the

Paying Agent or the Registered Owner: or

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

America; or

(D) If a default occurs under the Prior Resolutions or the Prior Bonds.

Section 9.02. Remedies Upon the happening and continuance of any
Event of Default, any Registered Owner of the Series 2010 A Bonds may exercise any

available remedy and bring any appropriate action, suit or proceeding to enforce his

rights and, in particular, (i) bring suit for any unpaid principal or interest then due, (ii) by
mandamus or other appropriate proceeding enforce all rights of such Registered Owners

including the right to require the Issuer to perform its duties under the Act and this

Resolution relating thereto, including but not limited to the making and collection of

sufficient rates or charges for services rendered by the System, (iii) bring suit upon the

Series 2010 A 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 A

Bonds, and (v) by action at law or bill in equity enjoin any acts in violation of the

resolution with respect to the Series 2010 A Bonds, or the rights of such Registered
Owners; provided however, that all rights and remedies of the Registered Owners of the

Series 2010 A Bonds shall be on a parity with those of the Registered Owners of the First

Lien Bonds and senior and prior to those of the Registered Owners of the Series 1986 B

Bonds.

Section 9.03. Appointment ~ Receiver Any Registered Owner of the

Series 2010 A Bonds may, by proper legal action, compel the performance of the duties

of the Issuer under this Resolution and the Act, including, the completion of the Project,
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the making and collection of sufficient rates and charges for services rendered by the

System and segregation of the revenues therefrom and the application thereof. If there be

any Event of Default, with respect to the Bonds, the Registered Owner shall, in addition

to all other remedies or rights, have the right by appropriate legal proceedings to obtain

the appointment of a receiver to administer the System or to complete the acquisition and

construction of the Project. or both, on behalf of the Issuer, with power to charge rates,

rentals, fees and other charges sufficient to provide for the payment of Operating
Expenses of the System, the payment of the Bonds and any interest thereon and the

deposits into the funds and accounts herein provided and to apply such rates, rentals, fees,

charges or other revenues in conformity with the provisions o this Resolution and the

Act.

The receiver so appointed shall forthwith, directly or by his agents and

attorneys, enter into and upon and take possession of all facilities of the System and shall

hold, operate and maintain, manage and control the System, and each and every part
thereof, and in the name of the Issuer exercise all the rights and powers of the Issuer with

respect to the System as the Issuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any

covenants of this Resolution for any reserve, sinking or other funds and upon any other

obligations and interest thereon having a charge, lien or encumbrance upon the revenues

of the System shall have been paid and made good, and all defaults under the provisions
of this Resolution shall have been cured and made good, possession of the System shall

be surrendered to the Issuer upon the entry of an order of the court to that effect. Upon

any subsequent Event of Default, any Registered Owner of Bonds issued pursuant to this

Resolution shall have the same right to secure the further appointment of a receiver upon

any such subsequent default.

Such receiver, in the performance of the powers herein above conferred

upon him, shall be under the direction and supervision of the court making such

appointment, shall at all times be subject to the orders and decrees of such court and may
be removed thereby, and a successor receiver may be appointed in the discretion of such

court. Nothing herein contained shall limit or restrict the jurisdiction of such court to

enter such other and further orders and decrees as such court may deem necessary or

appropriate for the exercise by the receiver of any function not specifically set forth

herein.

Any receiver appointed as provided herein shall hold and operate the

System in the name of the Issuer and for the joint protection and benefit of the Issuer and

Registered Owners of Bonds issued pursuant to this Resolution. Such receiver shall have

no power to sell, assign, mortgage or otherwise dispose of any assets of any kind or

character belonging or pertaining to the System, but the authority of such receiver shall
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he limited to the possession, operation and maintenance of the System. for the sole

purpose ot the protection of both the Issuer and Registered Owners, and the curing and

making good of any default under the provisions of this Resolution, and the title to and

ownership of the System shall remain in the Issuer. and no court shall have any

jurisdiction to enter any order or decree permitting or requiring such receiver to sell,

mortgage, or otherwise dispose of any assets of the System.
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ARTICLE X

PAYMENT OF BONDS

Section 10.01. Payment ~f Bonds If the Issuer shall pay, or there shall

otherwise he paid, to the Registered Owners of the Series 2010 A Bonds, the principal of

and interest due or to become due thereon, at the times and in the manner stipulated
therein and in this Resolution, then this Resolution and the pledge of Net Revenues and

other moneys and securities pledged under this Resolution and all covenants, agreements
and other obligations of the Issuer to the Registered Owners of the Series 2010 A Bonds

shall thereupon cease, terminate and become void and he discharged and satisfied.

Except through direct payment of the entire outstanding principal of and all

accrued interest on the Series 2010 A Bonds to the Registered Owners thereof, the Issuer

may not defease the Series 2010 A Bonds or provide for payment thereof by escrow or

other similar arrangements.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Modification ~ Amendment ~ Resolution Prior to the

issuance of the Series 2010 A Bonds, this Resolution may he amended or supplemented
in any way by the Supplemental Resolution. Following issuance of the Series 2010 A

Bonds, no material modification or amendment of this Resolution, or of any resolution

amendatory or supplemental hereto that would materially and adversely affect the rights
o Registered Owners of the Series 2010 A Bonds shall be made without the consent in

writing of the Registered Owners of the Series 2010 A Bonds then Outstanding;

provided, that no change shall be made in the maturity of the Series 2010 A Bonds or the

rate of interest thereon, or in the principal amount thereof, or affecting the unconditional

promise of the Issuer to pay such principal and interest out of the funds herein pledged
therefor without the consent of the Registered Owner thereof. No amendment or

modification shall be made that would reduce the percentage of the principal amount of

the Series 2010 A Bonds required for consent to the above-permitted amendments or

modifications.

Section 11.02. Resolution Constitutes Contract The provisions of this

Resolution shall constitute a contract between the Issuer and the Registered Owners of

the Series 2010 A Bonds and no change, variation or alteration of any kind of the

provisions of the Resolution shall be made in any manner, except as in this Resolution

provided.

Section 11.03. Severability ~f Invalid Provisions If any section,

paragraph, clause or provision of this Resolution shall be held invalid, such invalidity
shall not affect any of the remaining provisions of this Resolution, any Supplemental
Resolution or the Series 2010 A Bonds.

Section 11.04. Headings ~. Thó 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: Prior Resolutions

Except for the Prior Resolutions, all orders or resolutions and parts thereof in conflict

with the provisions of this Resolution are, to the extent of such conflict, hereby repealed;
provided that, in the event of any conflict between the Resolution and the Prior

Resolutions, the Prior Resolutions shall control (unless less restrictive), so long as the

Prior Bonds are outstanding.
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Section 11.06. Covenant of Procedure The Issuer covenants that all

acts, conditions, things and procedures required to exist, to happen, to be performed or to

be taken precedent to and in the adoption of this Resolution do exist, have happened,
have been performed and have been taken in regular and due time, form and manner as

required by and in full compliance with the laws and Constitution of the State of West

Virginia applicable thereto; and that the Chairperson, Secretary and members of the

Governing Body were at all times when any actions in connection with this Resolution

occurred, and are, duly in office and duly qualified for such office.

Section 11.07. Effective Date

immediately upon its adoption.

This Resolution shall take effect

Adopted this 23~ day of March, 2010.

(C1455488.I)
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Chairperson and Membe~

Mmber

Member
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service

Board of GAULEY RIVER PUBLIC SERVICE DISTRICT on the 23rd day of March,

2010.

Dated this 25th day of March, 2010.

SEAL]

Sect’etary

1C1455488.I)
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EXHIBIT A

PROJECT DESCRIFflON

The Project consists of certain extensions, additions and improvement to

provide water service to approximateLy 287 customers in the Gilboa and Enon areas of

Nicholas County, and all appurtenances thereto.

(C~45548&I)
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GAULEY RIVER PUBLIC SERVICE DISTRICT 2.5(A)
WATER REVENUE BONDS, SERIES 2010 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE

PRINCIPAL AMOUNT, DATE, MATURITY DATE, INTEREST RATE,
PAYMENT SCHEDULE, SALE PRICE AND OTHER TERMS OF THE

GAULEY RIVER PUBLIC SERVICE DISTRICT WATER REVENUE

BONDS, SERIES 2010 A (UNITED STATES DEPARTMENT OF

AGRICULTURE); DESIGNATING A DEPOSITORY BANK AND

MAKING OTHER PROVISIONS AS TO THE BONDS.

WHEREAS, the Public Service Board (the “Governing Body”) of Gauley
River Public Service District (the “Issuer”) has duly and officially adopted a Bond

Resolution on March 23, 2010 (the “Resolution”), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION OF CERTAIN IMPROVEMENTS AND

EXTENSIONS TO THE EXISTING PUBLIC WATER FACILITIES OF

GAULEY RIVER PUBLIC SERVICE DISTRICT AND THE

FINANCING OF THE COST THEREOF, NOT OTHERWISE

PROVIDED, ThROUGH THE ISSUANCE BY THE DISTRICT OF NOT

MORE THAN $2,150,000 IN AGGREGATE PRINCIPAL AMOUNT OF

WATER REVENUE BONDS, SERIES 2010 A (UNITED STATES

DEPARTMENT OF AGRICULTURE); PROVIDING FOR THE RIGHTS

AND REMEDIES OF AND SECURITY FOR THE REGISTERED

OWNERS OF SUCH BONDS; AUTHORIZING THE SALE AND

PROVIDING FOR ThE TERMS AND PROVISIONS OF SUCH BONDS

AND ADOPTING OTHER PROVISIONS RELATING THERETO.

WHEREAS, the capitalized terms used herein and not otherwise defined

herein shall have the same meaning set forth in the Resolution when used herein;

WHEREAS, the Resolution provides for the issuance of the Water Revenue

Bonds, Series 2010 A (United States Department of Agriculture), of the Issuer, in the

aggregate principal amount not to exceed $2,150,000 (the “Bonds” or the “Series 2010 A

Bonds”), all in accordance with Chapter 16, Article 13A of the Code of West Virginia,
1931, as amended (the “Act”), and in the Resolution it is provided that the exact principal
amount, date, maturity date, interest rate, payment schedule, sale price and other terms of
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the Bonds should be established by a supplemental resolution, and that other matters

relating to the Bonds be herein provided for;

WHEREAS, the Bonds are proposed to be purchased by the Government

pursuant to the Letter of Conditions; and

WHEREAS, the Governing Body deems it essential and desirable that this

supplemental resolution (the “Supplemental Resolution”) be adopted, that the exact

principal amount, date, maturity date, interest rate, payment schedule, sale price and other

terms of the Bonds be fixed hereby in the manner stated herein, and that other matters

relating to the Bonds be herein provided for.

NOW, THEREFORE, BE IT RESOLVED BY ThE GOVERNING BODY

OF GAULEY RIVER PUBLIC SERVICE DISTRICT:

Section 1 Pursuant to the Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the Water

Revenue Bonds, Series 2010 A (United States Department of Agriculture), of the Issuer,
in the original aggregate principal amount of $2,150,000. The Series 2010 A Bonds

shall be issued in the form of one Bond, shall be dated the date of delivery, shall mature

forty years from the date thereof, shall be numbered AR-i, and the principal amount

advanced under the Series 2010 A Bonds shall bear interest at the rate of 4.0% per

annum. Monthly installments of interest only on the amounts advanced under the Series

2010 A Bonds are payable 30 days following the date of delivery of the Series 2010 A

Bonds and on the corresponding day of each month thereafter for the first 24 months after

the date of delivery of the Series 2010 A Bonds, and thereafter, monthly installments of

principal of and interest on the Series 2010 A Bonds, in the aggregate amount of

$9,181.00, are payable on the corresponding day of each month, except that the final

installment on the Series 2010 A Bonds shall be paid at the end of 40 years from the date

of the Series 2010 A Bonds in the sum of the unpaid principal and interest due on the date

thereof. The Series 2010 A Bonds are subject to prepayment as set forth in the

Resolution and the Series 2010 A Bonds. All principal and interest payments on the

Series 2010 A Bonds will be paid by the Issuer directly to the order of the United States

of America at its National Finance Office, 1520 Market Street, St. Louis, Missouri

63103.

Section 2 All other provisions relating to the Bonds and the text of the

Bonds shall be in substantially the form provided in the Resolution.

Section 3 The Issuer hereby approves and accepts the Letter of

Conditions and all amendments thereto, and the performance of the obligations contained

therein, on behalf of the Issuer, are hereby authorized, approved and directed. The price
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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 hereby appoints and designates The City National

Bank of West Virginia, Gauley Bridge, West Virginia, to serve as the Depository Bank

under the Resolution.

Section 5 The proceeds of the Bonds, as advanced from time to time,
shall be deposited in the Series 2010 A Bonds Construction Trust Fund for payment of

the costs of the Project and the costs of issuance of the Bonds and related costs.

Section 6 The Chairperson and Secretary are hereby authorized and

directed to execute and deliver such other documents and certificates required or

desirable in connection with the Bonds hereby and by the Resolution approved and

provided for, to the end that the Bonds may be delivered to the Government pursuant to

the Letter of Conditions on or about March 25, 2010.

Section 7 The acquisition and construction of 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, welfare and safety of the

residents of the Issuer.

Section 8 The Issuer hereby determines to invest all moneys in the

funds and accounts established by the Resolution held by the Depository Bank until

expended, in money market accounts secured by a pledge of Government Obligations,
and therefore, the Issuer hereby directs the Depository Bank to invest all moneys in such

money market accounts until further directed in writing by the Issuer. Moneys in the

Series 2010 A Bonds Reserve Account shall be invested by the Commission in the West

Virginia Consolidated Fund.

Section 9 The Issuer hereby approves the costs of issuance and

authorizes the payment of the same.

Section 10 The Issuer hereby approves and accepts all contracts relating to

the financing, acquisition and construction of the Project and the Chairperson is hereby
authorized and directed to execute and deliver all such contracts.

Section 11 This Supplemental ftesolution shall be effective immediately

following adoption hereof.

(C~456514J}
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Adopted this 23” day of March, 2010.

Chairperson and MentWer
.s

{C1456514. I)
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Member S
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the

Public Service Board of GAULEY RIVER PUBLIC SERVICE DISTRICT on the 23”

day of March, 2010.

Dated this 251h day of March, 2010.

SEAL]

Secr tary

{C1456514.1}
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WEST VIRGINIA

W&~t~AuMt~v~
Celebrating 36 Years of Service 1974-2012

2.15

GAULEY RIVER PUBLICSERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

CONSENT TO ISSUANCE OF BONDS

In reliance upon a certificate of Adkins & Young, CPA, an independent
certified public accountant and the opinion of Jackson Kelly PLLC, bond counsel, stating
that the coverage and parity requirements have been met (copy attached), the undersigned
duly authorized representative of the West Virginia Water Development Authority, the

registered owner of the Series 1986 A Bonds, the Series 1986 B Bonds and the Series

2007 A Bonds, hereinafter defined and described, hereby consents to the issuance of the

Water Revenue Bonds, Series 2012 A (United States Department of Agriculture), in the

original principal amount of $1,839,000 (the “Series 2012 A Bonds”), by Gauley River

Public Service District (the “Issuer”), under the terms of the resolutions authorizing the

Series 2012 A Bonds, on a parity with respect to liens, pledge and source of and security
for payment with the Issuer’s Waterworks Revenue Bonds, Series 1986 (the “Series 1986

A Bonds”) and the Water Revenue Bonds, Series 2007 A (West Virginia Infrastructure

Fund) (the “Series 2007 A Bonds”) and senior and prior with respect to liens, pledge and

source of and security for payment to the Issuer’s Supplemental Subordinate Waterworks

Revenue Bonds, Series 1986 (the “Series 1986 B Bonds”).

WITNESS my signature on this 7th day of March, 2012.

WEST VIRGINIA WATER DEVELOPMENT AUTHORITY

Authorized Represe ~tative

180 Association Drive, Charleston, WV 25311-1217

Phone (304) 414-6500/ fax (304) 414-0865

www.wvwda.org



USDA ~
Development

United States Department of Agriculture
Rural Development

West Virginia State Office

GAULEY RIVER PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

CONSENT TO ISSUANCE OF BONDS

The undersigned duly authorized representative of the United States of

America, acting through the United States Department of Agriculture, Rural

Development, Rural Utilities Service, the registered owner of the Prior Bonds,
hereinafter defined and described, hereby (i) consents to the issuance of the Water

Revenue Bonds, Series 2012 A (United States Department of Agriôulture), in the original
principal amount of $1,839,000 (the “Series 2012 A Bonds”), by Gauley River Public

Service District (the “Issuer”), under the terms, of the resolutions authorizing the Series

2012 A Bonds (collectively, the “Resolution”), on a parity with respect to liens, pledge
and source of and security for payment with the Issuer’s Water Revenue Bonds, Series

1993, Water Revenue Bonds, Series 1997 A, Water Revenue Bonds, Series 1997 B,
Water Revenue Bonds, Series 2005 A and Water Revenue Bonds, Series 2010 A

(collectively, the “Prior Bonds”); (ii) waives any requirements imposed by the Prior

Bonds or the resolutions authorizing the Prior Bonds (collectively, the “Prior

Resolutions”), regarding the issuance of parity bonds which are not met by the Series

2012 A Bonds or the Resolution; and (iii) consents to any amendments made to the Prior

Resolutions by the Resolution.

WITNESS my signature on this 7th day of March, 2012.

UNITED STATES OF AMERICA,
UNITED STATES DEPARTMENT OF

AGRICULTURE, RURAL DEVELOPMENT

State Director

1550 Earl Core Road, Suite 101, Morgantown, WV 26505

304.284.4860 • 1.800.295.8228 • 304.284-4893 • TTYITDD 304.284.4836 • Web: http:/Iwww.rurdev.usda.pov

Committed to the future of rural communities.

“USDA is an equal opportunity provider, emptoyer and lender.”

To file a complaint of discrimination write USDA, Director, Office of Civil Rights, 1400 Independence Avenue, SW, Washington, DC
20250-9410 or call (800) 795-3272 (voice) or (202) 720-6382 (TDD).



GAULEY RIVER PUBLIC SERVICE DISTRICT 3.1

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

GENERAL CERTIFICATE ON

1. TERMS AND AWARD OF~ BONDS

2. NO LITIGATION

3. GOVERNMENTAL APPROVALS AND BIDDING

4. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS

5. SIGNATURES AND DELIVERY

6. PUBLIC SERVICE COMMISSION ORDER

7. RATES

8. INCUMBENCY AND OFFICIAL NAME

9. LAND AND RIGHTS-OF-WAY

10. MEETINGS

11. INSURANCE

12. SPECIMEN BONDS

13. BOND PROCEEDS

14. USERS

15. GRANTS

16. CONFLICT OF INTEREST

17. PROCUREMENT OF ENGINEERING SERVICES

18. WETLANDS COVENANT

19. COUNTERPARTS

On this 7th day of March, 2012, we, the undersigned CHAIRPERSON and

the undersigned SECRETARY of the Public Service Board of Gauley River Public

Service District (the “Issuer”), and the undersigned ATTORNEY for the Issuer, hereby
certify in connection with the Gauley River Public Service District Water Revenue

Bonds, Series 2012 A (United States Department of Agriculture) (the “Bonds” or the

“Series 2012 A Bonds”), dated the date hereof, as follows:

1. TERMS AND AWARD OF BONDS: The entire issue of the Bonds

has been duly awarded to the United States of America, United States Department of

Agriculture, Rural Utilities Service (the “Government”), pursuant to a Letter of

Conditions dated May 1, 2009, and any amendments thereto (collectively, the “Letter of

Conditions”), a Bond Resolution duly adopted by the Issuer on March 5, 2012, and a

Supplemental Resolution duly adopted by the Issuer on March 5, 2012 (collectively, the

“Resolution”). All capitalized words and terms used in this Certificate and not otherwise

defined herein shall have the same meaning as set forth in the Resolution.

{C2070795. 1)
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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 in any manner the authorization, issuance, sale and delivery of the

Bonds, the acquisition and construction of the Project, the operation of the System, the

collection or use of the revenues of the System, or the pledge and security of the Net

Revenues for the Bonds; nor affecting the validity of the Bonds or any provisions made

or authorized for the payment thereof; nor questioning the existence of the Issuer or the

title of the members or officers of the Issuer or the Board thereof to their respective
offices; nor questioning any proceedings of the Issuer taken with respect to the

authorization, issuance, sale or delivery of the Bonds, the acquisition and construction of

the Project, the operation of the System, the collection or use of the revenues of the

System, or the pledge and security of the Net Revenues for the Bonds.

3. GOVERNMENTAL APPROVALS AND BIDDING: All applic
able approvals, licenses, orders, permits, exemptions, consents, authorizations,

registrations and certificates required by law for the creation and existence of the Issuer,

the acquisition and construction of the Project, the operation of the System and the

issuance of the Bonds have been duly and timely obtained and remain in full force and

effect. Competitive bids for construction of the Project have been solicited by the Issuer

in accordance with Chapter 5, Article 22, Section 1 of the Code of West Virginia, 1931,

as amended, which bids remain in full force and effect.

4. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There

has been no adverse change in the financial condition of the Issuer since the acceptance
and approval of the Letter of Conditions by the Issuer. The Issuer has met all conditions

set forth in the Letter of Conditions and will provide the financial, institutional, legal and

managerial capabilities necessary to complete and operate the Project.

The Bonds shall be issued on a parity with the First Lien Bonds and senior

and prior to the Series 1986 B Bonds, with respect to liens, pledge and source of and

security for payment and in all other respects. The Issuer has obtained (1) the certificate

of an Independent Certified Public Accountant stating that the parity and coverage tests

of the First Lien Bonds have been met; (2) the written consent of the Registered Owners

of the First Lien Bonds to the issuance of the Bonds on a parity with the First Lien

Bonds; and (3) the written consent of the Registered Owners of the Series 1986 B Bonds

to the issuance of the Bonds on a senior and prior basis to the Series 1986 B Bonds. Other

than the Prior Bonds, there are no outstanding bonds or obligations of the Issuer which

are secured by revenues or assets of the System.

5. SIGNATURES AND DELIVERY: The undersigned Chairperson
and Secretary are the duly elected or appointed, qualified and acting officers of the Issuer

{C2070795. 1)
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as indicated by the official titles opposite their signatures below, and are duly authorized

to execute and seal the Bonds for the Issuer. The seal impressed upon the Bonds and this

Certificate is the duly authorized, proper and only seal of the Issuer. On the date hereof,

the undersigned Chairperson did officially sign all of the Bonds, consisting upon original
issuance of a single Bond, dated the date hereof, by his or her manual signature; the

undersigned Secretary did officially cause the seal of the Issuer to be affixed upon the

Bonds and to be attested by his or her manual signature; and the Chairperson did deliver

the Bonds to a representative of the Government as the original purchaser of the Bonds.

6. PUBLIC SERVICE COMMISSION ORDER: The Issuer has

received the Recommended Decision of the Administrative Law Judge on August 2,

2011, as made final by the PSC on August 22, 2011, in Case No. 10-1727-PWD-CN,

granting to the Issuer a certificate of public convenience and necessity for the Project and

approving the rates for the System and the financing for the Project. The time for appeal
of the Order has expired prior to the date hereof without any appeal having been filed.

The Order remains in full force and effect.

7. RATES: The rates of the System, as approved in the Recommended

Decision of the Administrative Law Judge on August 2, 2011, as made final by the PSC

on August 22, 2011, in Case No. 10-1727-PSD-CN, will become effective when the Project
is placed into service.

8. iNCUMBENCY AND OFFICIAL NAME: The proper corporate

title of the Issuer is “Gauley River Public Service District.” The Issuer is a public service

district and a public corporation duly created by The County Commission of Fayette

County and presently existing under the laws of, and a political subdivision of, the State

of West Virginia. The Issuer operates the System in Fayette, Nicholas and Clay Counties

of said State. The governing body of the Issuer is its Board, consisting of three duly

appointed, qualified and acting members, whose names and dates of commencement and

termination of their current terms are as follows:

Date of Date of

Commencement Termination

Name of Office of Office

Russell G. Deering January 1, 2006 December 31, 2011

Teddie R. Elliott January 1, 2011 December 31, 2015

Sue Gray January 1, 2008 December 31, 2013
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The duly elected or appointed officers of the Board for 2012 are as follows:

Russell G. Deering - Chairperson
Teddie R. Elliott - Secretary
Sue Gray - Treasurer

The duly appointed and acting attorney for the Issuer is Jackson Kelly
PLLC, of Charleston, West Virginia.

9. LAND AND RIGHTS-OF-WAY: All land, rights-of-way and

easements necessary for the acquisition and construction of the Project and the operation
and maintenance of the System have been acquired or can and will be acquired by
purchase or, if necessary, by condemnation by the Issuer, and are adequate for such

purposes and are not or will not be subject to any liens, encumbrances, reservations or

exceptions that would adversely affect or interfere in any way with the use thereof for

such purposes. The costs thereof, including costs of any properties that 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

Bonds.

10. MEETINGS: All actions, resolutions, orders and agreements taken,

adopted and entered into by or on behalf of the Issuer in any way connected with the

issuance of the Bonds, the acquisition, construction, and financing of the Project or the

operation of the System were authorized or adopted at meetings of the Board duly and

regularly or specifically called and held pursuant to all applicable statutes, including

Chapter 6, Article 9A of the Code of West Virginia, 1931, as amended, and the rules of

procedure of the Board, and a quorum of duly appointed qualified and acting members of

the Board was present and acting at all times during all such meetings. All notices

required to be posted and/or published were so posted and/or published.

11. INSURANCE: The Issuer will maintain or, as appropriate, will

require all contractors to maintain worker’s compensation, public liability and property

damage insurance, standard hazard insurance, builder’s risk insurance, flood insurance

and business interruption insurance, where applicable, in accordance with the Resolution

and the Letter of Conditions. All insurance for the System required by the Resolution

and the Letter of Conditions are in full force and effect.

12. SPECIMEN BONDS: Attached hereto as Exhibit A is a specimen of

the Bond which, except as to execution, is identical in all respects with the Bond this day
delivered to the Government and being substantially in the form prescribed in the

Resolution.

{C2070795. I }
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13. BOND PROCEEDS: On the date hereof, the Issuer received from

the Government the sum of $213,707.10, being a portion of the principal amount of the

Series 2012 A Bonds. The balance of the principal amount of the Bonds will be

advanced to the Issuer from time to time as acquisition and construction of the Project

progresses.

14. USERS: The Issuer will serve at least 1,396 bona fide users upon

the completion of the Project, in full compliance with the Letter of Conditions.

15. GRANTS: As of the date hereof, the grant from the Government in

the amount of $1,396,000 is committed for the Project and in full force and effect.

16. CONFLICT OF INTEREST: No member, officer or employee of

the Issuer has a substantial financial interest, direct, indirect or by reason of ownership of

stock in any corporation, in any contract with the Issuer for the sale of any land,

materials, supplies or services to the Issuer, or to any contractor supplying the Issuer,

relating to the Bonds, the Resolution and/or the Project, including, without limitation,

with respect to the Depository Bank. For purposes of this paragraph, a “substantial

financial interest” shall include, without limitation, an interest amounting to more than

5% of the particular business enterprise or contract.

17. PROCUREMENT OF ENGINEERING SERVICES: The Issuer has

complied with all the requirements of Chapter 5G, Article 1 of the Code of West

Virginia, 1931, as amended, in the procurement of the engineering services of the

Consulting Engineer.

18. WETLANDS COVENANT: The Issuer hereby certifies that it will

not use any proceeds of the Bonds for a purpose that will contribute to excessive erosion

of highly erodible lands or to the conversion of wetlands to produce an agricultural

commodity.

19. COUNTERPARTS: This Certificate may be executed in

counterparts and all counterparts shall be deemed to be the Certificate.

{C2070795.1}
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WITNESS our signatures and the official corporate seal of GAULEY

RIVER PUBLIC SERVICE DISTRICT as of the date first written above.

~————~

Signature Official Title

~JJ~JI~ Chairperson

Secretary

2L~ ~k-4-i Attorney

SEAL]

(C2070795. 1)
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EXHIBIT A

Specimen Bond (see Tab No. 13)

{C2070795. 1)

7



GAULEY RIVER PUBLIC SERVICE DISTRICT 3.2

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

CERTIFICATE OF SECRETARY

AS TO TRUTH AND ACCURACY OF DOCUMENTS DELIVERED

On this 7th day of March, 2012, the undersigned duly appointed Secretary
of Gauley River Public Service District (the “Issuer”) hereby certifies that the copies of

the following documents being delivered in connection with the closing of the sale of the

Gauley River Public Service District Water Revenue Bonds, Series 2012 A (United
States Department of Agriculture), are, as of the date hereof, true and accurate copies of

the originals of those documents maintained on file with the Issuer and delivered in the

transcript of proceedings, that said documents have been duly adopted or approved by the

Public Service Board (the “Board”) of the Issuer and that said documents are still in full

force and effect as of the date hereof and have not been repealed, rescinded, superseded,
amended or modified in any way unless the document effecting such repeal, rescission,

supersedence, amendment or modification is also listed below:

1. Orders of The County Commission of Fayette County Creating and

Enlarging the Issuer.

2. Orders of The County Commission of Fayette County Appointing
the Members of the Board.

3. Oaths of Office of the Board Members.

4. Rules of Procedure.

5. Minutes of Current Year Organizational Meeting.

6. Public Service Commission Order.

7. USDA Letter of Conditions, Closing Letter and Loan Resolution.

8. Minutes of Board Meeting regarding Adoption of USDA Loan

Resolution.

9. Bond Resolution.

10. Supplemental Resolution.
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11. Minutes of Board Meeting regarding Adoption of Bond Resolution

and Supplemental Resolution.

12. Affidavits of Publication regarding Notice of Filing and Notice of

Meeting to Adopt Bond Resolution and Supplemental Resolution.

13. 1986 Bond Resolution.

14. 1993 Bond Resolution.

15. 1997 Bond Resolution.

16. 2005 A Bond Resolution.

17. 2007 A Bond Resolution.

18. 2010 A Bond Resolution.

19. WDA Consent to Issuance of Bonds.

20. USDA Consent to Issuance of Bonds.

21. Environmental Health Services Permit.

22. USDA Grant Agreement and Small Cities Block Grant Letter.

23. Insurance Certificates.

24. Water Purchase Contract with Town of Summersville.

{C2070802. I)
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WITNESS my signature and the official seal of the Issuer as of the

date first written above.

GAULEY RIVER PUBLIC SERVICE DISTRICT

SEAL] Sicretary

{C2070802.1 }
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GAULEY RIVER PUBLIC SERVICE DISTRICT 3.3

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

CERTIFICATE OF CONSULTING ENGINEER

On this 7th day of March, 2012, I, John W. Tuggle, Registered Professional

Engineer, West Virginia License No. 11845, of Pentree, Incorporated, Princeton, West

Virginia, hereby certif~’ as follows:

1. My firm is engineer for the acquisition and construction of certain

improvements and extensions (the “Project”) to the existing public water facilities (the

“System”) of Gauley River Public Service District (the “Issuer”), to be constructed

primarily in Fayette and Nicholas Counties, West Virginia, which acquisition and

construction are being permanently financed in part by the above-captioned bonds (the

“Bonds”) of the Issuer. All capitalized words used herein and not defined herein shall

have the same meaning set forth in the Bond Resolution adopted by the Issuer on March

5, 2012 (the “Resolution”), and the Letter of Conditions dated May 1, 2009, and all

amendments thereto (collectively, the “Letter of Conditions”), from the United States of

America, United States Department of Agriculture, Rural Utilities Service (“the
Government”).

2. The Bonds are being issued for the purposes of (i) paying a portion
of the costs of acquisition and construction of the Project; and (ii) paying costs of

issuance and related costs.

3. To the best of my knowledge, information and belief, (i) within the

limits and in accordance with the applicable and governing contractual requirements
relating to the Project, the Project will be constructed in general accordance with the

approved plans, specifications and designs prepared by my firm and approved by the

West Virginia Bureau for Public Health (the “BPH), and any change orders approved by
the Issuer, the Government and all necessary governmental bodies; (ii) the Project, as

designed, is adequate for its intended purpose and has a useful life of at least 40 years, if

properly operated and maintained, excepting anticipated replacements due to normal

wear and tear; (iii) the Issuer has received bids for the acquisition and construction of the

Project which are in an amount and otherwise compatible with the plan of financing set

forth in the Letter of Conditions and all successful bidders have made required provisions
for all insurance and payment and performance bonds and such insurance policies or

binders and such bonds have been verified for accuracy; (iv) the successful bidders have

{C2070803. 1)
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provided the Drug-Free Workplace Affidavit as evidence of the Vendor’s compliance
with the provisions of Article 1D, Chapter 21 of the West Virginia Code; (v) the

successful bidders received any and all addenda to the original bid documents; (vi) the

bid documents relating to the Project reflect the Project as approved by the Government

and the bid forms provided to the bidders contain all critical operational components of

the Project; (vii) the successful bids include prices for every item on such bid forms;

(viii) the uniform bid procedures were followed; (ix) the Issuer has obtained all permits

required by the laws of the State of West Virginia and the United States necessary for the

acquisition and construction of the Project and the operation of the System; (x) in reliance

upon the certificate of Adkins & Young, dated the date hereof, as of the effective date

thereof, the rates and charges for the System as approved by the Public Service

Commission of West Virginia and adopted by the Issuer will be sufficient to comply with

the provisions of the Resolution; and (x) the net proceeds of the Bonds, together with all

other moneys on deposit or to be simultaneously deposited and irrevocably pledged
thereto and the proceeds of grants irrevocably committed therefor, are sufficient to pay

the costs of acquisition and construction of the Project approved by the Government.

{C2070803. 1 }

WITNESS my signature and seal as of the date first written above.

PENTREE, INCORPORATED

John4. Tuggle, P.
.

West Virginia License No. 11845

2



Project Consfruction Budget

PROJECT COST RUS GRANT RUS LOAN TOTAL

CONSTRUCTION

.CONST. CONTINGENCY

LAND & RIGHTS

LEGAL FEES

BOND COUNSEL

ACCOUNTING

ENGINEERING FEES

Basic - $ 193,242

Insp. - $ 188,462

Special - 35,648
INTEREST

PERMITS

PROJECT CONTG.

$ 949,645 .$ 1451,350

$ 168,070

$ 25,000

$ 4,000 $ 16,000
$ 25,000

$ 4,000

$ 247,752 $ 169,600

$ 2,400,995

$ 168,070

$ 25,000
$ 20,000
$ 25,000

$ 4,000

$ 417,352

$ •26,533

$ 110,000 $ ‘110,000

$ 38,050 $ 38,950
$ :26,533

TOTAL $ 1,396,000 $ 1,839,000 $ 3,235,000



ADKINS & YOUNG
CERTIFIED PUBLIC ACCOUNTANTS P.O. BOX 1006 • SUMMERSVILLE, WV 26651 • 304-872-1434 • FAX 304-872-1530

3.4

March 7, 2012

GAULEY RIVER PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

Gauley River Public Service District

Swiss, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

United States Department of Agriculture,
Rural Utilities Service

Beckley, West Virginia

Ladies and Gentlemen:

We have reviewed the water rates of Gauley River Public Service District

(the “Issuer”), as approved in- the Recommended Decision of the Administrative Law

Judge on August 2, 2011, as made fmal by the Public Service Commission of West

Virginia on August 22, 2011, in Case No. 10-1727-PSD-CN, the projected operating
expenses and the anticipated customer usage provided by Pentree, Incorporated, the

consulting engineer of the Issuer. It is our opinion that such rates are sufficient (i) to

provide for all operating expenses of the water facilities of the Issuer (the “System”) and

(ii) to leave a balance each year equal to at least 115% of the maximum amount required
in any year for payment of principal of and interest on the Issuer’s Waterworks Revenue

Bonds, Series 1986; Supplemental Subordinate Waterworks Revenue Bonds, Series

1986; Water Revenue Bonds, Series 1993; Water Revenue Bonds, Series 1997 A; Water

Revenue Bonds, Series 1997 B; Water Revenue Bonds, Series 2005 A (United States

Department of Agriculture); Water Revenue Bonds, Series 2007 A (West Virginia
Infrastructure Fund); Water Revenue Bonds, Series 2010 A (United States Department of

Agriculture) (collectively, the “Prior Bonds”) and Water Revenue Bonds, Series 2012 A

(United States Department of Agriculture) (the “Series 2012 A Bonds”).

{C2070804.1}
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Gauley River Public Service District

West Virginia Water Development Authority
United States Department of Agriculture
March7, 2012

Page2

It is further our opinion that (i) the Net Revenues for. the. fiscal year

following the year in which the Series 2012 A Bonds are to be issued will be at 1~ast
1 2O% of the average annual debt service requirements on the Prior Bonds and the Series

2012 A Bonds; and (ii) the Net Revenues actually derived from the System during any
12 consecutive months within the 18 months immediately preceding the date of the

actual issuance of the Series 2012 A Bonds, plus the estimated average increased annual:

Net Revenues to be received in each of the 3 succeeding years after the, completion
of the improvements to be financed by the Series 2012 A Bonds, will not be less than

115% of the maximum, debt service in any succeeding year on the Prior Bonds ‘and the.

Series 2012 A Bonds. ‘.,
‘ .:‘.

Very truly yours,

{C2O7O8O4~ 1)



GAULEY RIVER PUBLIC SERVICE DISTRICT 3.5

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

CERTIFICATE OF NO LITIGATION

On this 7th day of March, 2012, the undersigned hereby certifies that as of

the date hereof, no controversy or litigation of any nature is now pending or threatened,

restraining, enjoining or affecting in any manner the authorization, issuance, sale or

delivery of the above-captioned Bonds (“the Bonds”), the acquisition and construction of

the Project, the operation of the System, the receipt of the Gross Revenues, or in any way

contesting or affecting the validity of the Bonds or any proceedings of Gauley River

Public Service District (the “Issuer”) taken with respect to the authorization, issuance,
sale or delivery of the Bonds, the pledge or application of the Net 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, issuance, sale or delivery of the

Bonds, the acquisition and construction of the Project, the operation of the System, the

collection of the Gross Revenues or the pledge of the Net Revenues for payment of the

Bonds.

All capitalized terms used herein shall have the same meaning set forth in

the Bond Resolution, authorizing the Bonds, duly adopted by the Issuer on March 5,
2012.

WITNESS my signature as of the date first written above.

Jack(sbn Kelly PLLC
Counsel to Gauley River Public Service District

{C2070808. 1)



GAULEY RIVER PUBLIC SERVICE DISTRICT 3.6

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

RECEIPT FOR BONDS

On this 7th day of March, 2012, the undersigned authorized representative
of the United States of America, United States Department of Agriculture, Rural Utilities

Service (the “Government”), for and on behalf of the Government, hereby certifies as

follows:

1. On the date hereof, the undersigned received for and on behalf of the

Government, the Water Revenue Bonds, Series 2012 A (United States Department of

Agriculture) (the “Series 2012 A Bonds”), of Gauley River Public Service District (the
“Issuer”), dated March 7, 2012, issued in the form of one bond in the principal amount of

$1,839,000, and numbered AR-i. The Series 2012 A Bonds bear interest at the rate of

3.00% per annum, payable in monthly installments on the amounts advanced thereunder,

commencing 30 days following the date of delivery of the Series 2012 A Bonds and

continuing on the corresponding day of each month for the first 24 months after the date

of the Series 2012 A Bonds, and thereafter, on the corresponding day of each month in

installments of principal and interest on the Series 2012 A Bonds in the aggregate amount

of $6,768, except that the final installment on the Series 2012 A Bonds shall be paid at

the end of 40 years from the date of the Series 2012 A Bonds in the sum of the unpaid
principal and interest due on the date thereof

2. At the time of such receipt: of the Series 2012 A Bonds, they had

been executed by the Chairperson of the Issuer and attested by the Secretary of the Issuer,

by their respective manual signatures, and the official seal of the Issuer had been

impressed upon such Bonds.

WITNESS my signature as of the date first written above.

UNITED STATES OF AMERICA,
UNITED STATES DEPARTMENT OF

AGRICULTURE, RURAL UTILITIES SERVICE

Authorized Repre’sentative

{C207081 1.1)



GAULEY RIVER PUBLIC SERVICE DISTRICT 3.7

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

RECEIPT FOR BOND PROCEEDS

On this 7th day of March, 2012, the undersigned Chairperson of Gauley
River Public Service District (the “Issuer”), for and on behalf of the Issuer, hereby
certifies that the Issuer has received on the date hereof from the United States of

America, United States Department of Agriculture, Rural Utilities Service (the
“Government”), the sum of $213,707.10, being the first advance on the Issuer’s Water

Revenue Bonds, Series 2012 A (United States Department of Agriculture) ( the

“Bonds”). The Issuer understands that the remaining proceeds of the Bonds will be

advanced to the Issuer by the Government from time to time as construction progresses.

WITNESS my signature as of the date first written above.

GAULEY RIVER PUBLIC SERVICE DISTRICT

Chairperson

{C20708 12.1)



GAULEY RIVER PUBLIC SERVICE DISTRICT 3.8

WATER REVENUE BONDS, SERIES 2012 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

ACCEPTANCE OF APPOINTMENT AS DEPOSITORY BANK

On this 7th day of March, 2012, THE CITY NATIONAL BANK OF WEST

VIRGINIA, Gauley Bridge, West Virginia, hereby accepts appointment as Depository
Bank in connection with a Bond Resolution and a Supplemental Resolution adopted by
Gauley River Public Service District (the “Issuer”) on March 5, 2012 (collectively, the

“Resolution”), authorizing the issuance of the Issuer’s Water Revenue Bonds, Series

2012 A (United States Department of Agriculture), in the principal amount of

$1,839,000, dated March 7, 2012, and agrees to serve as Depository Bank, all as set forth

in the Resolution.

WITNESS my signature as of the date first written above.

THE CITY NATIONAL BANK OF

WEST VIRGINIA

1/11(1

4~P~y
Authorized Officer

(C2070813. I }



WEST VIRGINIA MUNICIPAL BOND COMMISSION

Suite 401

1207 Quarrier Street, Charleston, WV 25301

(304)558-3971

3.9

NEW ISSUE REPORT FORM

Date of Report: March 7, 2012

ISSUE: Gauley River Public Service District Water Revenue Bonds, Series 2012A States

Department of Agriculture)
ADDRESS: P.O. Box 47, Swiss, WV 26690 COUNTY: Fayette

PURPOSE OF ISSUE: New Money~

Refunding _____Refunds issue(s) dated:
_____________________

ISSUE DATE:_7, 2012 CLOSiNG DATE:_7, 2012

ISSUE AMOUNT: $1,839,000 RATE: 3.00%

1st DEBT SERVICE DUE: N/A 1st PRiNCIPAL DUE: N/A

1St DEBT SERVICE AMOUNT: N/A PAYING AGENT: None(pays USDA directly)

BOND COUNSEL: Jackson Kelly PLLC
Contact Person: Samme L. Gee, Esquire
Phone: (304) 340-1318

UNDERWRITERS COUNSEL:

Contact Person:
___________

Phone:

E-Mail: gauleyriverpsd(~yahoo.com

DEPOSITS TO MBC AT CLOSE: ______________Accrued Interest: $____________________

________________________________________________Capitalized Interest: $_________________________

By ______Wire ________________Reserve Account: $_______________________

__________Check ________________Other: _____________$________________________

REFUNDS & TRANSFERS BY MBC AT CLOSE:

By ______Wire _________________To Escrow Trustee: $_______________________

_________Check _________________To Issuer: $_______________________
_________IGT _______________To Cons. Invest. Fund $____________________

___________________________________________To Other: $

NOTES: The Bond Commission will only hold the Series 2012 A Bonds Reserve Account to be funded over

10 years. Debt service payments will be made directly by the District to the National Finance Office.

FOR MUNICIPAL BOND COMMISSION USE ONLY:

Documents Required:
Transfers Required:

CLOSING BANK: The City National Bank of

West Virginia

Contact Person: Debbie Seaman

Phone: (
-

E-Mail: Deborah. Seaman(~citvholdin~.com

ESCROW TRUSTEE:

________Contact Person:

Phone:

KNOWLEDGEABLE ISSUER CONTACT:

Contact Person: Russell Deering

Position: Chairperson
Phone: _(304) 632-2508

OTHER: USDA, Rural Utilities Service

Contact Person: Teresa Miller

Function: Rural Development Specialist

Phone: ( 252-8644, ext. 163
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JACKSONk~EtLY
ATTORNEYS AT LAW PLIC

500 LEE STREET EAST • SuITE 1600 • P0. BOX 553 • CHARLESTON, WEST VIRGINIA 25322 • TELEPHONE: 304-340-1000 • TELECOPIER: 304-340-1130
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4.1

March 7, 2012

Gauley River Public Service District

Swiss, West Virginia

United States Department of Agriculture,
Rural Utilities Service

Beckley, West Virginia

Re: Gauley River Public Service District Water Revenue Bonds,
Series 2012 A (United States Department of Agriculture

Ladies and Gentlemen:

We have served as bond counsel to Gauley River Public Service District

(the “Issuer”) in connection with the issuance of its Water Revenue Bonds, Series 2012 A

(United States Department of Agriculture), dated the date hereof (the “Bonds”).

We have examined certified copies of proceedings and other papers relating
to the issuance of the Bonds. The Bonds are issued in the principal amount of

$1,839,000, in the form of one bond and bear interest from the date hereof, on the amount

advanced thereunder, at the rate of 3.00% per annum.

The Bonds are issued under the authority of and in full compliance with the

Constitution and statutes of the State of West Virginia, including particularly, Chapter 16,

Article 13A of the Code of West Virginia, 1931, as amended (the “Act”), and have been

authorized by a Bond Resolution duly adopted by the Issuer on March 5, 2012, as

supplemented by a Supplemental Resolution duly adopted by the Issuer on March 5, 2012

(collectively, the “Resolution”). The Bonds are issued for the purposes of (i) paying a

portion of the costs of acquisition and construction of certain improvements and

extensions to the existing public water facilities of the Issuer (the “Project”); and (ii)

paying certain costs of issuance and related costs. All capitalized terms used herein and

not otherwise defined herein shall have the same meaning set forth in the Resolution

when used herein.

{C207082L1}
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Gauley River Public Service District

United States Department of Agriculture
March 7, 2012

Page 2

Based upon the foregoing and upon our examination of such other

documents as we have deemed necessary, we are of the opinion, under existing law, as

follows:

1. The Issuer is a duly created and validly existing public service

district and is a public corporation and political subdivision of the State of West Virginia,
with full power and authority to acquire and construct the Project, to operate and

maintain the System, to adopt the Resolution and to issue and sell the Bonds, all under

the Act and other applicable provisions of law.

2. The Issuer has legally and effectively adopted the Resolution and all

other necessary resolutions in connection with the issuance and sale of the Bonds. The

Resolution constitutes a valid and binding obligation of the Issuer, enforceable against
the Issuer in accordance with its terms thereof.

3. The Bonds have been duly authorized, issued, executed and

delivered by the Issuer and are valid, legally enforceable and binding special obligations
of the Issuer, payable from the Net Revenues of the System and secured by a first lien on

and a pledge of the Net Revenues of the System, on a parity with respect to liens, pledge
and source of and security for payment with the First Lien Bonds, and senior and prior to

the Series 1986 B Bonds, all in accordance with the terms of the Bonds and the

Resolution.

4. Under the Act, the Bonds and the interest thereon are exempt from

taxation by the State of West Virginia and the other taxing bodies of the State.

5. The Bonds have not been issued on the basis that the interest thereon

is or will be excluded from the gross income of the owners thereof for federal income tax

purposes. We express no opinion regarding the excludability of such interest from the

gross income of the owners thereof for federal income tax purposes or other federal tax

consequences arising with respect to the Bonds.

No opinion is given herein as to the effect upon the enforceability of the

Bonds under any applicable bankruptcy, insolvency, reorganization, moratorium or other

laws affecting creditors’ rights or the exercise ofjudicial discretion or principles of equity
in appropriate cases.

{C207082 1.1)



Gauley River Public Service District

United States Department of Agriculture
March 7, 2012

Page 3

We have examined the executed Bond numbered AR-i and in our opinion,
the form of said Bond and its execution are regular and proper.

Very truly yours,

1~,2z2~

{C207082 1.1)
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www.jacksonkelly.com
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March 7, 2012

Gauley River Public Service District

Swiss, West Virginia

United States Department of Agriculture,
Rural Utilities Service

Beckley, West Virginia

Re: Gauley River Public Service District Water Revenue Bonds,
Series 2012 A (United States Department of Agriculture

Ladies and Gentlemen:

We are counsel to Gauley River Public Service District (the “Issuer”). As such

counsel, we have examined copies ofthe approving opinion ofJackson Kelly PLLC, as bond

counsel, relating to the above-captioned bonds of the Issuer (the “Bonds”), the Letter of

Conditions dated May 1, 2009, and all amendments thereto, from the United States of

America, United States Department of Agriculture, Rural Utilities Service (the

“Government”), a Bond Resolution duly adopted by the Public Service Board of the Issuer

(the “Board”) on March 5, 2012, as supplemented by a Supplemental Resolution duly

adopted on March 5, 2012 (collectively, the “Resolution”), orders of The County
Commission ofFayette County relating to the Issuer and the appointment ofmembers ofthe

Board, and other documents relating to the Bonds and the Issuer. All capitalized terms used

herein and not otherwise defined herein shall have the same meaning set forth in the

Resolution when used herein.

We are of the opinion that:

1. The Issuer is a duly created and validly existing public service district

and is a public corporation and political subdivision of the State of West Virginia, with full

power and authority to acquire and construct the Project, to operate and maintain the System
and to adopt the Resolution, all under the Act and other applicable provisions of law.

~C2275930. 1 }
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Gauley River Public Service District

United States Department of Agriculture
March 7, 2012

Page 2

2. The members and officers of the Board have been duly and properly

appointed and elected, have taken the requisite oaths and are thereby authorized to act on

behalf of the Issuer in their respective capacities.

3. The Resolution has been duly adopted by the Board and is in full force

and effect.

4. The execution and delivery of the Bonds and the consummation of the

transactions contemplated by the Resolution and the Bonds and the carrying out ofthe terms

thereof, do not and will not, in any material respect, conflict with or constitute, on the part of

the Issuer, a breach of or default under any resolution, agreement or other instrument to

which the Issuer is a party or any existing law, regulation, court order or consent decree to

which the Issuer is subject.

5. The Issuer has received all permits, licenses, approvals, consents,

certificates, orders, exemptions, registrations and authorizations necessary for the creation

and existence ofthe Issuer, the issuance ofthe Bonds, the acquisition and construction ofthe

Project, the operation of the System and the imposition of rates and charges for use of the

System, including, without limitation, all requisite permits, approvals, orders and certificates

from The County Commission ofFayette County, the West Virginia Bureau for Public Health

and the West Virginia Infrastructure and Jobs Development Council. The Issuer has taken all

actions required for the imposition of such rates and charges, including, without limitation,
the adoption of a resolution prescribing such rates and charges. The Issuer has received the

Recommended Decision of the Administrative Law Judge on August 2, 2011, as made final

by the Public Service Commission of West Virginia (the “PSC”) on August 22,2011, in Case

No. 10-1 727-PSD-CN, granting to the Issuer a certificate of public convenience and

necessity for the Project and approving the rates for the System and the financing for the

Project. The time for appeal of the Order has expired prior to the date hereof without any

appeal having been filed. The Order remains in full force and effect.

6. To the best of our knowledge, there is no litigation, action, suit,

proceeding or investigation at law or in equity before or by any court, public board or body,

pending or threatened, wherein an unfavorable decision, ruling or finding would adversely
affect the transactions contemplated by the Bonds and the Resolution, the acquisition and

construction of the Project, the operation of the System, the validity of the Bonds, the

(C2275930. 1)



Gauley River Public Service District

United States Department ofAgriculture
March 7, 2012

Page 3

collection of the Gross Revenues or the pledge of the Net Revenues for payment of the

Bonds.

7. We have ascertained that all successful bidders have provided the drug
free workplace affidavit, submitted their drug free workplace plan, and the contracts contain

language that complies with the Drug Free Workplace Act, Article 1 D, Chapter 21 of the

West Virginia Code. All successful bidders have made the required provisions for all

insurance and payment and performance bonds and such insurance policies or binders and

such bonds have been verified for accuracy. Based upon our review of the contracts, the

surety bonds and the policies or other evidence of insurance coverage in connection with the

Project, we are ofthe opinion that such surety bonds and policies (1) are in compliance with

the contracts; (2) are adequate in form, substance and amount to protect the various interests

ofthe Issuer; (3) have been executed by duly authorized representatives ofthe proper parties;
(4) meet the requirements of the Act and the Resolution; and (5) all such documents

constitute valid and legally binding obligations of the parties thereto in accordance with the

terms, conditions and provisions thereof.

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

Very truly yours,

{C2275930. 1)


	Gauley River PSD 2012 A.pdf
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	Tab 001
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif

	Tab 002
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif
	pg-00049.tif
	pg-00050.tif
	pg-00051.tif
	pg-00052.tif
	pg-00053.tif
	pg-00054.tif
	pg-00055.tif
	pg-00056.tif
	pg-00057.tif
	pg-00058.tif
	pg-00059.tif
	pg-00060.tif
	pg-00061.tif
	pg-00062.tif
	pg-00063.tif
	pg-00064.tif
	pg-00065.tif
	pg-00066.tif
	pg-00067.tif
	pg-00068.tif
	pg-00069.tif
	pg-00070.tif
	pg-00071.tif
	pg-00072.tif
	pg-00073.tif
	pg-00074.tif
	pg-00075.tif
	pg-00076.tif
	pg-00077.tif
	pg-00078.tif
	pg-00079.tif
	pg-00080.tif
	pg-00081.tif
	pg-00082.tif
	pg-00083.tif
	pg-00084.tif
	pg-00085.tif
	pg-00086.tif
	pg-00087.tif
	pg-00088.tif
	pg-00089.tif
	pg-00090.tif

	Tab 003
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif

	Tab 004
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif

	Tab 005
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif

	Tab 006
	pg-00001.tif

	Tab 007
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif

	Tab 008
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif

	Tab 009
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif
	pg-00049.tif
	pg-00050.tif
	pg-00051.tif
	pg-00052.tif
	pg-00053.tif

	Tab 010
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif

	Tab 011
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif

	Tab 012
	pg-00001.tif
	pg-00002.tif

	Tab 013
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif

	Tab 014
	pg-00001.tif

	Tab 015
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif
	pg-00049.tif
	pg-00050.tif

	Tab 016
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif
	pg-00049.tif
	pg-00050.tif
	pg-00051.tif
	pg-00052.tif
	pg-00053.tif
	pg-00054.tif
	pg-00055.tif
	pg-00056.tif
	pg-00057.tif
	pg-00058.tif

	Tab 017
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif
	pg-00049.tif
	pg-00050.tif
	pg-00051.tif
	pg-00052.tif
	pg-00053.tif
	pg-00054.tif
	pg-00055.tif
	pg-00056.tif
	pg-00057.tif
	pg-00058.tif
	pg-00059.tif
	pg-00060.tif
	pg-00061.tif
	pg-00062.tif
	pg-00063.tif
	pg-00064.tif
	pg-00065.tif
	pg-00066.tif

	Tab 018
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif
	pg-00049.tif
	pg-00050.tif
	pg-00051.tif
	pg-00052.tif
	pg-00053.tif
	pg-00054.tif
	pg-00055.tif

	Tab 019
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif
	pg-00049.tif
	pg-00050.tif
	pg-00051.tif
	pg-00052.tif
	pg-00053.tif
	pg-00054.tif
	pg-00055.tif
	pg-00056.tif
	pg-00057.tif
	pg-00058.tif
	pg-00059.tif
	pg-00060.tif
	pg-00061.tif
	pg-00062.tif
	pg-00063.tif
	pg-00064.tif
	pg-00065.tif
	pg-00066.tif
	pg-00067.tif
	pg-00068.tif
	pg-00069.tif
	pg-00070.tif
	pg-00071.tif

	Tab 020
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif
	pg-00018.tif
	pg-00019.tif
	pg-00020.tif
	pg-00021.tif
	pg-00022.tif
	pg-00023.tif
	pg-00024.tif
	pg-00025.tif
	pg-00026.tif
	pg-00027.tif
	pg-00028.tif
	pg-00029.tif
	pg-00030.tif
	pg-00031.tif
	pg-00032.tif
	pg-00033.tif
	pg-00034.tif
	pg-00035.tif
	pg-00036.tif
	pg-00037.tif
	pg-00038.tif
	pg-00039.tif
	pg-00040.tif
	pg-00041.tif
	pg-00042.tif
	pg-00043.tif
	pg-00044.tif
	pg-00045.tif
	pg-00046.tif
	pg-00047.tif
	pg-00048.tif
	pg-00049.tif
	pg-00050.tif
	pg-00051.tif
	pg-00052.tif
	pg-00053.tif
	pg-00054.tif
	pg-00055.tif
	pg-00056.tif
	pg-00057.tif
	pg-00058.tif

	Tab 021
	pg-00001.tif

	Tab 022
	pg-00001.tif

	Tab 023
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif

	Tab 024
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif

	Tab 025
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif

	Tab 026
	pg-00001.tif
	pg-00002.tif

	Tab 027
	pg-00001.tif

	Tab 028
	pg-00001.tif

	Tab 029
	pg-00001.tif

	Tab 030
	pg-00001.tif

	Tab 031
	pg-00001.tif

	Tab 032
	pg-00001.tif

	Tab 033
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif

	Tab 034
	pg-00001.tif
	pg-00002.tif

	Tab 035
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif

	Tab 036
	pg-00001.tif

	Tab 037
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif

	Tab 038
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif

	Tab 039
	pg-00001.tif
	pg-00002.tif
	pg-00003.tif
	pg-00004.tif
	pg-00005.tif
	pg-00006.tif
	pg-00007.tif
	pg-00008.tif
	pg-00009.tif
	pg-00010.tif
	pg-00011.tif
	pg-00012.tif
	pg-00013.tif
	pg-00014.tif
	pg-00015.tif
	pg-00016.tif
	pg-00017.tif





