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LAVALETTE PUBLIC SERVICE DISTRICT
RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF  CERTAIN PUBLIC  SERVICE
PROPERTIES CONSISTING OF ADDITIONS, IMPROVEMENTS
AND EXTENSIONS TO THE EXISTING WATERWORKS
SYSTEM OF LAVALETTE PUBLIC SERVICE DISTRICT, AND
THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED THEREOF, THROUGH THE ISSUANCE BY THE
DISTRICT OF NOT MORE THAN 52,534,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS, SERIES
2011 A (UNITED STATES DEPARTMENT OF AGRICULTURE);
DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BONDS; PROVIDING GENERALLY FOR
THE RIGHTS AND REMEDIES OF AND SECURITY FOR THE
HOLDER OF THE BONDS; AND PROVIDING WHEN THIS
RESOLUTION SHALL TAKE EFFECT

BE IT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF
LAVALETTE PUBLIC SERVICE DISTRICT:

ARTICLEI

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for this Resolution. This Resolution is adopted pursuant
to the provisions of Chapier 16, Article 13A of the West Virginia Code of 1931, as amended (the
“Act™), and other applicable provisions of law. Lavalette Public Service District (the “Issuer”) is a
public corporation, public service district and political subdivision of the State of West Virginia in
Wayne County of said State, duly created pursuant to the Act by The County Commission of Wayne
County.

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

A. The Issuer currently owns and operates a public waterworks systein and
desires to finance and acquire, construct, operate and maintain certain additional public service
properties consisting of additions, improvements and extensions to such existing waterworks
facilities with all appurtenant facilities, within the boundaries of the Issuer to be owned and operated
by the Issuer.
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B. It 13 deemed essential, convemient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is hereby
ordered, that there be acquired and constructed certain additions, improvements and extensions to
the existing waterworks facilities of the Issuer, consisting of a water main exfension to provide water
service to approximately 248 residences in the communities of Gilkerson, Nestlow and Girard as
well as along County Routes 21, 25, 26; 21/2, 25/1 and 25/2 (Nestlow I} and, together with all
necessary appurtenant facilities (the “Project”), particularly described in and according to the plans
and specifications prepared by the Consulting Engineer and heretofore filed in the office of the
Secretary of the Public Service Board (the “Governing Body”) of the Issuer. The existing
waterworks facilities of the Issuer, together with the Project and any further additions, improvements
or extensions thereto, are herein called the “System.” The acquisition and construction of the
Project and the fmancing hereby authorized and provided for are public purposes of the Issuer and
are ordered for the purpose of meeting and serving public convenience and necessity.

C. The estimated revenues to be derived in each year from the operation of the
System after completion of the Project will be sufficient to pay all costs of operation and
maintenance of the System, the principal of and interest on the Bonds (hereinafter defined) and all
funds and accounts and other payments provided for herein.

D. The estimated maxinmm cost of the acquisition and construction of the
Project is $6,260,000 of which $2,534,000 will be obtained from the proceeds of sale of the
Series 2011 A Bonds; $200,000 will be obtained from a Small Cities Block Grant; and $3,526,000
as a grant from the Purchaser.

E. It is necessary for the Issuer to issue its Water Revenue Bonds, Series 2011
A (United States Department of Agriculture) in the aggregate principal amount of $2,534,000 (the
“Series 2011 A Bonds™), to finance a portion of the cost of such acquisition and construction m the
manner heremnafter provided. The cost of such acquisition and construction shall be deemed to
mclude, without being limited to, the acquisition and construction of the Project; the cost of all
property rights, easements and franchises deemed necessary or convenient therefor and for the
improvements and extensions thereto; interest on the Series 2011 A Bonds; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans, specifications
and surveys; other expenses necessary or incident to determining the feasibility or practicability of
the Project, administrative expense, and such other expenses as may be necessary or incident to the
financing herein authorized, and the acquisition and construction of the properties and the placement
of same in operation; provided that, reimbursement to the Issuer for any amounts expended by it for
the repayment of indebtedness incurred for costs of the Project by the Issuer shall be deemed costs of
the Project.

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

G. There are outstanding obligations of the Issuer which will rank on a parity
with the Series 2011 A Bonds as to liens, pledge and source of and security for payment being the
Issuer’s: (i) Water Revenue Bonds, Series 1972 (United States Department of Agriculture), dated
July 17, 1973, issued in the original aggregate principal amount of $370,000 (the “Series 1972
Bonds™); (i) Water Revenue Bonds, Series 2004 A (United Bank, Inc.), dated April 23, 2004,
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issued in the original aggregate principal amount of $533,721 (the “Series 2004 A Bonds™): (iii)
Water Revenue Bonds, Series 2006 A (United States Department of Agriculiure), dated February 23,
2006, issued in the original aggregate principal amount of $2,000,000 (the “Series 2006 A Bonds™);
(ivy Water Revenue Bonds, Series 2006 B (United States Department of Agriculture), dated
February 23, 2006, issued in the original aggregate principal amount of $713,000 {the “Series 2006
B Bonds™); (v) Water Revenue Bonds, Series 2006 C (West Virginia Infrastructure Fund), dated
February 23, 2006, issued in the original aggregate principal amount of $1,918,050 (the “Series
2006 C Bonds™); (vi) Water Revenue Bonds Series 2009 A (United States Department of
Agriculture) dafed May 18, 2009, issued in the original aggregate principal amount of $1,526,000
(the “Series 2009 A Bonds™); (vii) Water Revenue Bonds Series 2009 B (United States Department
of Agriculture) dated May 18, 2009, issued in the original aggregate principal amount of $843,000
{the “Series 2009 B Bonds™); {viii) Water Revenue Bonds, Series 2010 A (United States Department
of Agriculture} dated March 8, 2010, issued in the original aggregate principal amount of
$2,165,000 (the “Series 2010 A Bonds™); and (ix) Water Revenue Bonds, Series 2010 B (United
States Department of Agriculture) dated March 8, 2010, issued in the original amount of $237,000
{the “Series 2010 B Bonds™) (coHectively, the “Prior Bonds™). Other than the Prior Bonds, there
are no other outstanding bonds or obligations of the Issuer which rank prior to or on a parity with
the Series 2011 A Bonds as to liens, pledge and/or source of and security for payment.

Prior to the issuance of the Series 2011 A Bonds, the Issuer will obtain (i) the
certificate of an Independent Certified Public Accountant stating that the coverage and parity tests of
the Prior Bonds are met; and (ii} the written consents of the Holders of the Prior Bonds to the
issuance of the Series 2011 A Bonds on a parity with the Prior 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.

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

H. It is in the best interest of the Issuer that the Series 2011 A Bonds be sold to
the Purchaser, pursuant to the terms and provisions-of the Letters of Conditions, dated August 12,
2009, and all amendments thereto, if any (collectively, the “Letter of Conditions™).

L. The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
Series 2011 A Bonds, or will have so complied prior to issuance of the Series 2011 A Bonds,
including, among other things and without limitation, obtaining a certificate of public convenience
and necessity and approval of the financing and necessary user rates and charges from the Public
Service Commission of West Virginia by final order, the time for rehearing and appeal of which
have expired or shall have been duly waived or otherwise provided for.
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Section 1.03. Bond [egislation Constitutes Contract. In consideration of the
acceptance of the Series 2011 A Bonds by those who shall be the Registered Owner of the same
from time to time, this Resolution (the “Bond Legislation”) shall be deemed to be and shall
constitute a contract between the Issuer and such Registered Owner, and the covenants and
agreements set forth herein to be performed by the Issuer shall be for the benefit, protection and
security of the Registered Owner of the Series 2011 A Bonds.

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

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

“Bond Legislation” means this Resolution and all resolutions supplemental hereto
and amendatory hereof.

“Bond Registrar” means the Issuer, which shall usually so act by its Secretary.
“Bonds” means, collectively, the Series 2011 A Bonds and the Prior Bonds.
“Chairman” means the Chairman of the Governing Body.

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

“Consulting Engineer” means E.L. Robinson, Cross Lanes, West Virginia, or any
qualified engineer or firm of engineers which shall at any time hereafter be retained by the Issuer as
Consulting Engineer for the System.

“Costs” or “Costs of the Project” means those costs described in Section 1.02 (D)
hereof.

“Depository Bank™ means United Bank, Inc., Huntington, Wayne County, West
Virginia, a bank or trust company which is a member of FDIC (herein defined), and its successors
and assigns.

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

“FDIC” means the Federal Deposit Insurance Corporation.

“Fiscal Year” means cach 12-month period beginning on July 1 and ending on the

succeeding June 30.
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“Governing Body” means the Public Service Board of the Issuer.

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

“Grants” means, collectively, all grants committed for the Project.

“Herein” or “herein” means in this Bond Legislation.
“Issuer,” “Borrower” or “District” means Lavalette Public Service District, a public
service district, a public corporation and a political subdivision of the State of West Virginia, in
Wayne County, West Virginia, and includes the Governing Body.

“Letter of Conditions” means, collectively, the Letter of Conditions of the Purchaser
dated August 12, 2009 and all amendments thereto, if any.

“Minimum Reserve” means, as of any date of calculation, the maximum amount of
principal and interest which will become due on the Series 2011 A Bonds in the then current or any
succeeding year.

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

“Operating Expenses” means the current expenses, paid or accrued, of operation and
maintenance of the Project and the Systemn and its facilities, and includes, without limiting the
generality of the foregoing, insurance premiums, salaries, wages and administrative expenses of the
Issuer relating and chargeable solely to the Project and the System, the accumulation of appropriate
reserves for charges not annually recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally and regularly included under
recognized accounting principles and retention of a sum not to exceed ome-sixth of the budgeted
Operating Expenses stated above for the current year as working capital, and language herein
requiring payment of Operating Expenses means also retention of not to exceed such sum as working
capital; provided that, all monthly amortization payments upon the Bonds and into all funds and
accounts have been made 1o the last monihly payment date prior to the date of such retention.

“Prior Bonds” means, collectively, the Series 1972 Bonds, Series 2004 A Bonds,
Series 2006 A Bonds, Series 2006 B Bonds, Series 2006 C Bonds, Series 2009 A Bonds, Series
2009 B Bonds, Series 2010 A Bonds and Series 2010 B Bonds.

“Prior Resolution” means, collectively, the resolutions of the Issuer, respectively,
adopted authorizing the issuance of the Prior Bonds.

“Project” shall have the meaning stated in Section 1.02B above.

“Purchaser” or “Government” means United States Department of Agriculture,
Rural Utilities Service, and any successor thereof, acting for and on behalf of the United States of
Anerica.
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“Qualified Investments” means and includes any of the following, to the extent such
investments are permitted by law:

(a) Government Obligations;

[(s)] 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;
Federa] Land Banks; Government National Mortgage Association;
Tennessee Valley Authority; or Washington Metropolitan Area
Transit Authority;

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

(&) Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
either nmst nuature as nearly as practicable coincident with the
maturity of said time accounts or mmust 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;

() 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,
6
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provided, that said investments securing said repurchase agreements
either must matore as nearly as practicable coincident with the
maturity of said repurchase agreements or must be replaced or
increased so that the market value thereof is always at least equal to
the principal amount of said repurchase agreements, and provided
further that the holder of such repurchase agreement shall have a
prior perfected security interest in the collateral therefor, must have
(or its agent must have) possession of such collateral, and such
collateral must be free of all claims by third parties;

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

@) Obligations of States or political subdivisions or
agencies thereof, the interest on which is excluded from gross
income for federal income tax purposes, and which are rated at
least "A” by Moody’s Investors Service or Standard & Poor’s
Corporation.

“Registered Owners,” “Bondholders,” “Holders of the Bonds” or any similar term
means any person who shall be the registered owner of the Bonds.

“Resolutions” means, collectively, the Prior Resolutions and the Bond Legislation.

“Revenues” or “Gross Revenues” means all rates, rents, fees, charges or other
imcome received by the Issuer, or accrued to the Issuer, or any department, board, agency or
instrumentality thereof in conirol of the management and operation of the System, from the
operation of the Systern, and all parts thereof, all as calculated in accordance with sound accounting
practices.

“RUS Bonds” mneans, collectively, the Series 1972 Bonds, Series 2006 A Bonds,
Series 2006 B Bonds, Series 2009 A Bonds, Series 2009 B Bonds, Series 2010 A Bonds and Series
2010 B Bonds.

“Secretary” means the Secretary of the Governing Body.

“Series 1972 Bonds™ means the Issuer’s Water Revenue Bonds, Series 1972 (United
States Department of Agriculture}, dated July 17, 1973, issued in the original aggregate principal
amount of $370,000.

“Series 2004 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2004 A

(United Bank, Inc.), dated April 23, 2004, issued in the original aggregate principal amount of
$533,721.
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“Series 2006 A Bonds™ means the Issuer’s Water Revenue Bonds, Series 2006 A
(United States Department of Agriculture), dated February 23, 2006, issued in the original aggregate
principal amount of $2,000,000.

“Series 2006 B Bonds” means the Issuer’s Water Revenue Bonds, Series 2006 B
(United States Department of Agriculture), dated February 23, 2006, issued in the original aggregate
principal amount of $713,000.

“Series 2006 C Bonds” means the Issuer’s Water Revenue Bonds, Series 2006 C
(West Virginta Infrastructure Fund), dated February 23, 2006, issued in the original aggregate
principal amount of $1,918,050.

“Series 2009 A Bonds” means the Issuer’s Waterworks Revenue Bonds, Series 2009
A (United States Department of Agriculture), dated May 18, 2009, issued in the original aggregate
principal amount of $1,526,000.

“Series 2009 B Bonds” means the Issuer’s Waterworks Revenue Bonds, Series 2009
B (United States Department of Agriculture), dated May 18, 2009, issued in the original aggregate
principal amount of $843,000.

“Series 2010 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2010 A
(United States Department of Agriculture), dated March &, 2010, issued in the original aggregate
principal amount of $2,165,000.

“Series 2010 B Bonds” means the Issuer’s Water Revenue Bonds, Series 2010 B
(United States Department of Agriculture), dated March 8, 2010, issued in the original aggregate
principal amount of $237,000.

“Series 2011 A Bonds” means the Water Revernue Bonds, Series 2011 A (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond Legislation.

“Systemn” means the complete public waterworks systern of the Issuer, presently
existing i its entirety or any integral part thereof, and shall include the Project and any
improvemnents and extensions thereto hereafter acquired or constructed for the Systemn from any
sources whatsoever.

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

Words importing singular number shall include the plural number in each case and
vice versa; words importing persons shall include firms and corporations; and words importing the
masculine, feminine or neuter gender shall include any other gender; and any requirement for
execution or attestation of the Bonds or any certificate or other document by the Chairman or the
Secretary shall mean that such Bonds, certificate or other document may be executed or attested by
an Acting Chairman or Acting Secretary.
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ARTICLE 1T

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Payment of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the Project, at
an estimated cost of $6,260,000, 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 estimated maximum cost of the acquisition and construction of the Project is
$6,260,000 of which $2,534,000 will be obtained from the proceeds of sale of the Series 2011 A
Bonds herein authorized; $200,000 will be obtained from the Small Cities Block Grant; and
$3,526,000 will be obtained from a grant from the United State Department of Agriculture.
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ARTICLE IIT

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01.  Authorization of Bonds. Subject and pursuant to the provisions of
the Bond Legislation, the Series 2011 A Bonds of the Issuer, to be known as “Water Revenue
Bonds, Series 2011 A (United States Department of Agriculture)”, are hereby authorized to be
issued in the aggregate principal amount of $2,534,000, for the purpose of financing the cost of the
acquisition and construction of the Project.

Section 3.02. Description of Bonds. The Series 2011 A Bonds shall be issued in
single form, numbered AR-1, only as a fully registered Bond, and shall be dated the date of delivery
thereof. The Series 2011 A Bonds shall bear interest from the date of delivery, payable monthly at
the rate of 2.5% per annum, and shall be sold for the par value thereof. The said principal and
interest shall be paid in the following installments on the following dates: Monthly installments of
interest only, commencing 30 days following delivery of the Bond and continuing on the
corresponding day of each month for the first 24 months after the date hereof, and $8,618, covering
principal and interest, thereafter on said corresponding day of each momnth, except that the final
installment shall be paid at the end of 40 years from the date of this Bond.

The Series 2011 A Bonds shail be subject to prepayment of scheduled monthly
mstallments, or any portion thereof, at the option of the Issuer, and shall be payable as provided in
the respective Bond forms hereinafter set forth.

Section 3.03. Negotiability. Registration, Transfer and Exchange of Bonds. The
Series 2011 A Bonds shall be and have all the qualities and incidents of a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia, but the Series 2011 A Bonds,
and the right to principal of and stated interest on the Series 2011 A Bonds, may only be transferred
by transfer of the registration thereof upon the books required to be kept pursnant to Section 3.04
hereof, by the party in whose name it is registered, in person or by attorney duly authorized in
writing, upon surrender of the Series 2011 A 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 2011 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, but the Issuer shall pay any other expenses mcurred by the Bond Registrar with
respect to such transfer.

No registration of transfer of the Series 2011 A Bonds shall be permitted to be made
after the 15th day next preceding any installment payment date on the Series 2011 A Bonds.
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Section 3.04 Bond Registrar. The Issuer shall be the Bond Registrar and will keep,
or cause to be kept by its agent, at its office, sufficient books for the registration and transfer of the
Series 2011 A Bonds, and, upon presentation for such purpose, the Bond Registrar shall, under such
reasonable regulations as it may prescribe, register the Series 2011 A Bonds initially issued pursuant
hereto and register the transfer, or cause to be registered by its agent, on such books, the transfer of
the Series 2011 A Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2011 A Bonds for registration or transfer
only if ownership thereof is to be registered in the name of the Purchaser, an individual (including
joint ownership), a corporation, a partnership or a trust, and only upon receipt of the social security
number of each individual, the federal employer identification number of each corporation or
partnership or the social security numbers of the settlor and beneficiaries of each trust and the
federal employer identification mumber 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
2011 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 2011 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 Natiopal Finance Office, St. Louis, Missouri 63103, or such other address as shall be stated in
writing to the Issuer by the United States of America.

Section 3.05. Execution of Bonds. The Series 2011 A Bonds shall be executed in
the name of the Issuer by the Chairman and its corporate seal shall be affixed thereto and attested by
the Secretary. In case any one or more of the officers who shall have signed or sealed the Series
2011 A Bonds shall cease to be such officer of the Issuer before the Series 2011 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. The Series 2011 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 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the Series 2011
A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may in its discretion issue
and deliver a new Bond of like tenor as the Bonds so mutilated, destroyed, stolen or lost, in
exchange and substitution for such mutilated Bonds or in lieu of and substitution for the Bonds
destroyed, stolen or lost, and upon the holder’s furnishing the Issuer proof of his ownership thereof
and complying with such other reasonable regulations and conditions as the Issuer may require. The
Series 2011 A Bonds so surrendered shall be canceled and held for the account of the Issuer. If ihe
Series 2011 A Bonds shall have matured or be about to mature, instead of issuing a substitute Bond
the Issuer may pay the same, and, if such Bond be destroyed, stolen or lost, without surrender
thereof.
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Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment of the
debt service of the Series 2011 A Bonds shall be secured forthwith by a first lien on the Net
Revenues derived from the System, on a parity with the Prior Bonds. The Net Revenues derived
from the System in an amount sufficient to pay the principal of and interest on the Series 2011 A
Bonds and the Prior Bonds, and to make the payments as heremafter provided, are hereby
irrevocably pledged to the payment of the principal of and interest on the Series 2011 A Bonds and
the Prior Bonds as the same become due.

Section 3.08. Form of Bonds. Subject to the provisions hereof, the text of the
Series 2011 A Bonds and the other details thereof shall be of substantiaily the following tenor, with
such omissions, insertions and variations as may be authorized or permitted hereby or by any
resolution adopted after the date of adoption hereof and prior to the issuance thereof:
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(FORM OF BOND)

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2011 A
(UNITED STATES DEPARTMENT OF AGRICULTURE) -

$

No. AR-1 Date:

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein
called “Borrower”) promises to pay to the order of the United States of America (the
“Government”), or its registered assigns, at its National Finance Office, St. Louis, Missouri 63103,
or at such other place as the Government may hereafter designate in writing, the principal sum of

(63 ), plus interest on the
unpaid principal balance at the rate of % per annum. The said principal and inferest shall
be paid in the following installments on the following dates: Monthly installments of interest only,
commencing 30 days following delivery of the Bond and continuing on the corresponding day of
each month for the first 24 months after the date hereof, and $ , covering principal and
interest, thereafter on said corresponding day of each month, except that the final installment shall
be paid at the end of 40 years from the date of this Bond, m the sum of the unpaid principal and
interest due on the date thereof, and except that prepayments may be made as provided hereinbelow.
The consideration herefor shall support any agreement meodifying the foregoing schedule of
payments.

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

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

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

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

While this Bond is held by an insured lender, prepayments as above authorized made
by Borrower may, at the option of the Government, be remitted by the Government to the holder
13
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promptly or, except for final payment, be retained by the Government and remitted to the holder on
either a calendar quarter basis or an annual installment due date basis. The effective date of every
payment made by Borrower, except payments retained and remitted by the Government on an annual
installment due date basis, shall be the date of the United States Treasury check by which the
Government remits the payment to the holder. The effective date of any prepayment retained and
remitied by the Government to the holder on an annual installment due date basis shall be the date of
the prepayment by Borrower and the Government will pay the interest to which the holder is entitled
accruing between the effective date of any such prepayment and the date of the Treasury check to the
holder.

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

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

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of additions,
extensions and improvements to the waterworks system (the “System™) of the Borrower, is payable
solely from the revenues to be derived from the operation of the System after there have been first
paid from such revenues the reasonable current costs of operation and maintenance of the System.
This Bond does not in any manner constitute an indebtedness of the Borrower within the meaning of
any constitutional or statutory provision or limitation.

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

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

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted

, 2011, authorizing issuance of this Bond (the “Resolution™).
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If at any time it shall appear to the Government that Borrower may be able to obtain

a loan from a responsible cooperative or private credit source at reasonable rates and terms for loans
for similar purposes and periods of time, Borrower will, at the Government’s request, apply for and
accept such loan in sufficient amount to repay the Government.

This Bond s given as evidence of a loan to Borrower made or insured by the

Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended.
This Bond shall be subject to the present regulations of the Government and to its fature regulations
not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND

SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

Y

an

(1

(V)

)

(VD

(VID)

CH5424250

WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS™);

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED
APRIL 23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $533,721 (THE “SERIES 2004 A BONDS™);

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A
BONDS");

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B
BONDS");

WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES
2006 C BONDS™);

WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,526,000 (THE “SERIES 2009 A
BONDS?);

WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $843.000 (THE “SERIES 2009 B
BONDS™);
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(VII) WATER REVENUE BONDS, SERIES 2010 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED MARCH &, 2010 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,165,000 (THE “SERIES 2010 A
BONDS”); AND

(IX) WATER REVENUE BONDS, SERIES 2010 B (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED MARCH 8, 2010 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $237,000 (THE “SERIES 2010 B
BONDS?).

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, SERIES 2006 C BONDS, SERIES 2009 A BONDS, SERIES 2009 B BONDS, SERIES
2010 A BONDS AND SERIES 2010 B BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture,
the Bonds will be in default should any proceeds of the Bonds 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.

16
CH5424290



IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or
imprinted hereon and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board

17
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
OR: (19)
2) (20)
3) 21)
“) 22)
) (23)
(6) (24)
(7 25)
) (26)
® (27)
(10) (28)
(11) 29
(12) (30
(13) (1)
(14) (32)
(15) (33)
(16) (34)
(17 (35)
(18) (36)
TOTAL $
18
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(Form of Assignment)
ASSIGNMENT

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

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

Dated: , 20

In the presence of:
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ARTICLE IV

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

Section 4.01. A. Establishment of Funds and Accounts with Depository Bank.
The following special funds or accounts are created (or continued is previously established by Prior
Resolution) with and shall be held by the Depository Bank, separate and apart from all other funds
or accounts of the Depository Bank and from each other:

(1)  Revenue Fund (established by Prior Resolution);

(2}  Renewal and Replacement Fund (established by Prior Resolution); and

(3)  Series 2011 A Bonds Project Construction Account.

B. Establishment of Funds and Accounts with Commission. The following special
funds or accounts are created (or continued is previously established by Prior Resolution) with and

shall be held by the Commission, separate and apart from all other funds or accounts of the
Commission and from each other:

(1)  Series 1972 Bonds Reserve Account (established by Prior Resolution);
(2)  Series 2004 A Bonds Sinking Fund (established by Prior Resolution);

(3)  Series 2004 A Bonds Reserve Account (established by Prior Resolution);
(4)  Series 2006 A Bonds Reserve Account (established by Prior Resolution):
(5)  Series 2006 B Bonds Reserve Account (established by Prior Resolution);
(6)  Series 2006 C Bonds Sinking Fund (established by Prior Resolution);

(7y  Series 2006 C Bonds Reserve Account {established by Prior Resolution);
(8)  Series 2009 A Bonds Reserve Account (established by Prior Resolution);
(%)  Series 2009 B Bonds Reserve Account (established by Prior Resolution);
(10) Series 2010 A Bonds Reserve Account (established by Prior Resolution);
(11)  Series 2010 B Bonds Reserve Account {established by Prior Resolution); and
(12) Series 2011 A Bonds Reserve Account.
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Section 4.02 Bond Proceeds; Project Construction Account. The proceeds of the
sale of the Series 2011 A Bonds shall be deposited upon receipt by the Issuer in the Series 2011 A
Bonds Project Construction Account. The monies in the Series 2011 A Bonds Project Construction
Account in excess of the amount insured by FDIC shall be secured at all times by the Depository
Bank by securities or in a manner lawful for the securing of deposits of State and municipal funds
under West Virginia law. Monies in the Series 2011 A Bonds Project Construction Account shall be
expended by the Issuer solely for the purposes provided herein.

Monies in the Series 2011 A Bonds Project Construction Account shall be used solely
to pay the cost of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Series 2011 A Bonds Project Construction Account and pay to the
Purchaser on or before the due date, such sums as shall be from time to time required to make the
monthly installments on the Series 2011 A Bonds if there are not sufficient Net Revenues to make
such monthly payment.

Pending application as provided in this Section 4.02, money and funds in the Series
2011 A Bonds Project Construction Account shall be invested and reinvested at the direction of the
Issuer, to the extent possible in accordance with applicable law, in Qualified Investments.

When acquisition and construction of the Project has been completed and all costs
thereof have been paid or provision for such payment has been made, any balance remaining in the
Series 2011 A Bonds Project Construction Account shall be disposed of in accordance with the
regulations of the Purchaser.

Section 4.03. Covenants of the Issuer as to System Revenues and Funds. So long
as any of the Series 2011 A Bonds shall be outstanding and unpaid, or until there shall have been set
apart in the Series 2011 A Bonds Reserve Account, a sum sufficient to pay, when due or at the
earliest practical prepayment date, the entire principal of the Series 2011 A Bonds remaining unpaid,
together with interest accrued and to accrue thereon, the Issuer further covenants with the Holders of
the Series 2011 A Bonds as follows:

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

~ B, DISPOSITION OF REVENUES. All Revenues at any time on deposit in
the Revenue Fund shall be disposed of only in the following order and priority, subject
to the provisions of the Prior Resolutions not otherwise modified herein:

(1)  The Issuer shall first, each month, pay from the Revenue Fund the
Operating Expenses of the System.
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(2) The Issuer shall next, each month, on or before the due date
thereof, transfer from the Revenue Fund and simultancously remit (i) to
the National Finance Office the amount required by the Prior Resolutions
to pay the interest on the RUS Bonds; (ii) to the holder of the Series 2004
A Bonds the amount required: by Prior Resolution to pay interest on the
Series 2004 A Bonds; and (iii) to the National Finance Office the amount
required to pay interest on the Series 2011 A Bonds.

(3)  The Issuer shall next, each month, transfer from the Revenue Fund
and simultaneously, (i) on or before the due date thereof, remit to the
National Finance Office the amount required by the Prior Resolutions to
pay the principal of the RUS Bonds; (ii) to the Commission the amount
required by Prior Resolution to pay the principal of the Series 2006 C
Bonds; (iii) to the holder of the Series 2004 A Bonds the amount required
by the Prior Resolutions to pay the principal on the Series 2004 A Bonds;
and (iv) on or before the due date thereof, remit to the National Finance
Office, commencing 24 months following the date of delivery of the
Series 2011 A Bonds, the amount required to amortize the principal of the
Series 2011 A Bonds over the life of the bond.

(4)  The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously (i) remit to the Commission the
amounts required by the Prior Resolutions to be deposited in the
respective Reserve Accounts for the Prior Bonds; and (ii} beginning on
the date specified by the purchaser, but in any event not later than the
24th monthly anniversary of the Closing Date, and continuing on each
monthly anniversary of the Closing Date thereafter, transfer from the
Revenue Fund and remit to the Commission, for deposit in the Series
2011 A Bonds Reserve Account, an amount equal to 10% of the monthly
payment amount, until the amount in the Series 2011 A Bonds Reserve
Account equals the Series 2011 A Bonds Reserve Requirement; provided
that, no further payments shall be made into the Series 2011 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 2011 A Bonds Reserve Requirement.

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

Whenever the money in the Series 2011 A Bonds Reserve Account shall be
sufficient to prepay the Series 2011 A Bonds in full, it shall be the mandatory duty of
the Issuer, anything to the contrary herein notwithstanding, to prepay the Series 2011 A
Bonds at the earliest practical date and in accordance with applicable provisions hereof.

The Commission 1s hereby designated as the Fiscal Agent for the administration
of the Series 2011 A Bonds Reserve Account. All amounts required for the Series 2011
A Bonds Reserve Account will be deposifed therein by the Issuer upon transfers of
funds from the Revenue Fund at the times provided herein, together with written advice
stating the amount remitted for deposit into each such fund.

The Revenue Fund shall constitute a Trust Fund and shall be used only for the
purposes and in the order provided heremn, and until so used, the Purchaser shall have a
lien thereon for further securing payment of the Series 2011 A Bonds and the interest
thereon, on a parity with the Prior Bonds.

The Series 2011 A Bonds Reserve Account shall constitute a trust fund and shall
be used only for the purposes and m the order provided heremn, and until so used, the
Purchaser shall have a lien thereon for further securing payment of the Series 2011 A
Bonds and the interest thereon.

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

Principal, interest or reserve payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Series 2011 A
Bonds and the Prior Bonds, in accordance with the respective principal amounts then
Qutstanding.

Subject to the Prior Resolutions, the Commission shall keep the monies i the
Series 2011 A Bonds Reserve Account invested and reinvested to the fullest extent
possible in accordance with applicable law, and to the extent practicable, in Qualified
Investments having maturities consonant with the required use thereof. Imvestments in
any fund or account under this Bond Legislation shall, unless otherwise provided herein
or required by law, be valued at the lower of cost or the then current market value, or
at the redemption price thereof if then redeemable at the option of the holder, including
value of accrued interest and giving effect to the amortization of discount, or at par if
such investment is held by the “consolidated fund” managed by the West Virginia
Board of Treasury Investments. Any investment shall be held in and at all times
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deemed a part of the fund or account in which such monies were originally held, and
interest accruing thereon and any profit or loss realized from such investment shall be
credited or charged to the appropriate fund or account. Earnings from monies in the
Series 2011 A Bonds Reserve Account, so long as the Mimmum Reserve is on deposit
and maintained therein, shall be paid annually by the Commission to the Issuer and
deposited in the Revenue Fund.

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

D. USER CONTRACTS. The Issuer shall, prior to delivery of the Series
2011 A Bonds, provide evidence that there will be at least 3,665 bona fide users upon
the System on completion, in full compliance with the requirements and conditions of
the Purchaser.

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

F. INVESTMENT OF EXCESS BALLANCES. The monies in excess of the
sum imsured by FDIC in any of such funds or accounts shall at all times be secured, to
the full extent thereof in excess of such insured sum, by Qualified Investments as shall
be eligible as security for deposits of state and municipal funds under the laws of the
State of West Virginia.

G. REMITTANCES. All remittances made by the Issu.er to the Commission
shall clearly identify the fund or account into which each amount is to be deposited.

H. GROSS REVENUES. The Gross Revenues of the System shall only be
used for purposes of the System.

ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2011 A Bonds shall be
outstanding and unpaid, or until there shali have been set apart in the Series 2011 A Bonds Reserve
Account, sums sufficient to prepay the entire principal of the Series 2011 A Bonds remaining
unpaid, together with interest accrued and to accrue thereon to the date of prepayment, the covenants
and agreements contained herein shall be and constitute valid and legally binding covenants between
the Issuer and the Holder of the Series 2011 A Bonds.
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Section 5.02. Rates. So long as the Prior Bonds are outstanding, the Issuer will
maintain rates as required in the Prior Resolutions. The Issuer will, in the manner provided in the
Act, fix and collect such rates, fees or other charges for the services and facilities of the System, and
revise the same from time to time whenever necessary, as will always provide Revenues in each
Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the annual debt
service on the Series 2011 A Bonds and the Prior Bonds and sufficient to make the payments-
required herein into all funds and accounts and all the necessary expenses of operating and
maintaining the System during such Fiscal Year and such rates, fees and other charges shall not be
reduced so as to be insufficient to provide adequate Revenues for such purposes.

Section 5.03. Sale of the System. So long as the Prior Bonds are outstanding, the
Issuer shall not sell, mortgage, lease or otherwise dispose of the System or any part thereof, except
as provided in the Prior Resolutions. The System will not be sold without the prior written consent
of the Purchaser so long as the Series 2011 A Bonds are outstanding. Such consent will provide for
disposition of the proceeds of any such sale.

Section 5.04. Issuance of Additional Parity Bonds or Obligations. No additional
Parity Bonds or obligations payable out of any of the Revenues of the System shall be issued, except
with the prior written consent of the Purchaser. No Parity Bonds shall be issued after issuance of
the Series 2011 A Bonds unless the provisions contained in the Prior Resolution respecting issuance
of Parity Bonds have been satisfied.

All Parity Bonds issued hereunder shall be on a parity in all respects with the Series
2011 A Bonds.

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

So long as the Series 2011 A Bonds and the RUS Bonds are Qutstanding, no Parity
Bonds shall be issued at any time, however, unless there has been procured and filed with the
Secretary a written statement by the Independent Certified Public Accountants, reciting the
conclusion that the Net Revenues for the Fiscal Year following the year in which such Parity Bonds
are to be issued shall be at least 120% of the average anmual debt service requirements on the
following: :

(1) The Bonds Qutstanding;

(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
Holders of the RUS Bonds, representing 75 % of the then-outstanding principal indebtedness. In the
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event the foregoing hmitation is waived or when the Series 2011 A Bonds and the RUS Bonds are no
longer outstanding, the following parity requirement shall be met:

So long as the Series 2006 C 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 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 expected to be
received in each of the 3 succeeding years after the completion of the improvements to be financed
by such Parity Bonds, if any, shall not be less than 115% of the largest aggregate amount that will
mature and become due in any succeeding Fiscal Year for principal of and interest, if any, on the
following:

(48] 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 expected to be received in each
of the 3 succeeding years,” as that term is used in the computation provided in the above paragraph,
shall refer only to the increased Net Revenues estimated to be derived from the improvements to be
financed by such Parity Bonds and any increase in rates adopted by the Issuer, the time for appeal of
which shall have expired prior to the 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 Revemues actually derived from the System during the 12-consecutive-month
period herein above referred to may be adjusted by adding to such Net Revenues such additional Net
Revenues which would have been received, in the opimon of the Independent Certified Public
Accountants, on account of increased rates, rentals, fees and charges for the System adopted by the
Issuer, the time for appeal of which shall have expired prior to issuance of such Parity Bonds.

All covenants and other provisions of this Bond Legislation {except as to details of such
Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and security of the
Holders of the Bonds and the Holders of any Parity Bonds subsequently issued from time to time
within the limitations of and in compliance with this section. All Bonds, regardless of the time or
times of their issuance, shall rank equally with respect to their lien on the revenues of the System
and their source of and security for payment from said revenues, without preference of any Bond
over any other. 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 the revenues of the System is subject to the
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prior and superior liens of the Series 2011 A Bonds on such revenues. The Issuer shall not issue any
obligations whatsoever payable from revenues of the System, or any part thereof, which rank prior
to or, except in the manner and under the conditions provided in this section, equally, as to lien on
and source of and security for payment from such revenues, with the Series 2011 A Bonds.

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

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and agrees that it
will, as an expense of construction, operation and maintenance of the Sysiem, procure, carry and
maintain, so long as the Series 2011 A Bonds remain outstanding, insurance with a reputable
insurance carrier or carriers covering the following risks and in the following amounts:

(a) Fire, Lightning, Vandalism, Malicious Mischief and Extended
Coverage Insurance, to be procured upon acceptance of any part of the

Project from the contractor, and immediately upon any portion of the
System now in use, on all above-ground structures of the System and
mechanical and electrical equipment in place or stored on the site in an
amount equal to the full insurable value thereof. In the event of any
damage to or destruction of any portion of the System, the Issuer will
promptly arrange for the application of the msurance 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 mnot less than
$500,000 for one or more persons injured or killed in one accident to
protect the Issuer from claims for bodily injury and/or death, and not less
than $200,000 to protect the Issuer from claims for damage to property of
others which may arise from the operation of the System, such insurance
to be procured not later than the date of delivery of the Series 2011 A
Bonds.

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

(d) Workers’ Compensation_Coverage for All Emplovees of the
District Eligible Therefor and Performance and Payment Bonds, such

bonds to be in the amounts of 100% of the construction contract, will be
required of each prime contractor, and such payment bonds have been or
will be filed with the Clerk of the County Commission of said County
prior to commencement of construction of the Project in compliance with
West Virginia Code Section 38-2-39. Workers” compensation coverage
shall be maintained as required by the laws of the State of West Virginia.

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

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

{g) Provided, however, and in lieu of and notwithstanding the
foregoing provisions of this Section, during construction of the Project
and so long as the Series 2011 A Bonds are outstanding, the Issuer will
carry insurance and bonds or cause insurance and bonds to be carried for
the protection of the Issuer, and during such construction will require
gach contractor and subcontractor to carry insurance, of such types and in
such amounts as the Purchaser may specify, with insurance carriers or
bonding companies acceptable to the Purchaser.

Section 3.06. Stamtory Mortgage Lien. For the further protection of the Holder
of the Series 2011 A Bonds, a statutory mortgage lien upon the Systern is granted and created by the
Act, on a parity with the Prior Bonds, which statutory mortgage lien is hereby recognized and
declared to be valid and binding and shall take effect immediately upon the delivery of the Series

2011 A Bonds.

Section 5.07. Events of Default. Each of the following events is hereby declared

an “Event of Default™:

CH5424290

(a) Failure to make payment of any monthly amortization
installment upon the Series 2011 A Bonds at the date specified for
payment thereof;

(b) Failure to duly and punctually observe or perform any of the
covenants, conditions and agreements on the part of the Issuer contained
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in the Series 2011 A Bonds or herein, or violation of or failure to observe
any provision of any pertinent law; and

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

Section 5.08. Enforcement. Upon the happening of any Event of Default specified
above, then, and in every such case, the Purchaser may proceed to protect and enforce its rights by
an appropriate action in any court of competent jurisdiction, either for the specific performance of
any covenant or agreement, or execution of any power, or for the enforcement of any proper legal
or equitable remedy as shall be deemed most effectual to protect and enforce such rights.

Upon application by the Purchaser, such court may, upon proof of such default,
appoint a receiver for the affairs of the Issuer and the System. The receiver so appointed shall
administer the System on behalf of the Issuer, shall exercise all the rights and powers of the Issuer
with respect to the System, shall proceed under the direction of the court to obtain authorization to
increase rates and charges of the System, and shall have the power to collect and receive all
revenues and apply the same in such manner as the court may direct; provided that, all rights and
remedies of the Holders of the Prior Bonds shall be on a parity with the Series 2011 A Bonds.

Section 5.09. Fiscal Year; Budget. While the Series 2011 A Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be operated
and maintained on a Fiscal Year basis commencing on July 1 of each year and ending on the
following June 30, which period shall also constitute the budget year for the operation and
maintenance of the System. Not later than 30 days prior to the beginning of each Fiscal Year, the’
Issuer agrees to adopt the Annual Budget for the ensuing year, and no expenditures for operation and
maintenance expenses of the System in excess of the Annual Budget shall be made during such
Fiscal Year unless unanimously authorized and directed by the Governing Body. Copies of each
Annual Budget shall be delivered to the Purchaser by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before the 1st day
of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month unfil the
adoption of the Anmual Budget; provided, however, that no such monthly budget shall exceed the
budget for the corresponding month in the next year preceding by more than 10%; and provided
further, that adoption of a Budget of Current Expenses shall not constitute compliance with the
covenant to adopt an Annual Budget unless failure to adopt an Annual Budget be for a reason beyond
the control of the Issuer. Each such Budget of Current Expenses shall be mailed immediately to the
Purchaser.

Section 5.10. Compensation of Members of Governing Body. The Issuer hereby
covenants and agrees that no compensation for policy direction shall be paid to the members of the
Governing Body in excess of the amount permitted by the Act. Payment of any compensation to any
such member for policy direction shall not be made if such payment would cause the Net Revenues
to fall below the amount required to meet all payments provided for herein, nor when there is default
in the performance of or compliance with any covenant or provision hereof.
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Section 5.11. Covenant to Proceed and Complete. The Issuer hereby covenants to
proceed as promptly as possible with the acquisition and construction of the Project to completion
thereof in accordance with the plans and specifications prepared by the Consulting Engineer on file
with the Secretary on the date of adoption hereof, subject to permitted changes.

Section 5.12. Books and Records; Audits. The Issuer will keep books and records
of the System, which shall be separate and apart from all other books, records and accounts of the
Issuer, in which complete and correct entries shall be made of all transactions relating to the System,
and the Purchaser shall have the right at all reasonable times to inspect the System and all records,
accounts and data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said books, records and accounts of the
System to be properly audited by an independent competent firm of certified public accountants and
shall mail a copy of such audit report to the Purchaser. The Issuer shall further comply with the Act
with respect to such books, records and accounts.

Section 5.13. Maintenance of System.  The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 2011 A Bonds are outstanding.

Section 5.14. No Competition. To the extent legally allowable, the Issuer will not
permit competition with the System within its boundaries or within the territory served by it and will
not grant or cause, consent to or allow the granting of any franchise, permit or other authorization
for any person, firm, corporation, public or private body, agency or instrumentality whatsoever to
provide any of the services supplied by the System within the boundaries of the Issuer or within the
territory served by the System.

ARTICLE VI
RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules.

A. The mitial schedule of rates and charges for the services and facilities of the
System, subject to change consonant with the provisions hereof, shall be as set forth in the
Recommended Decision of the Public Service Commission of West Virginia entered August 31,
2009 and Corrective Order dated September 4, 2009 in Case No. 09-0650-PWD-CN and are
incorporated herein by reference as a part hereof.

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

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

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

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

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

ARTICLE VII

MISCELLANEOUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall otherwise
be paid, to the Holder of the Series 2011 A Bonds, the principal of and interest due or to become
due thereon, at the times and mn the manner stipulated therein and in this Bond Legislation, then with
respect to the Series 2011 A Bonds, the pledge of Net Revenues and other momies and securities
pledged under this Bond Legislation and all covenants, agreements and other obligations of the
Issuer to the Registered Owner of the Series 2011 A Bonds, shall thereupon cease, terminate and
become void and be discharged and satisfied.

Except through such direct payment to the Holder of the Series 2011 A Bonds, the
Issuer may not defease the Series 2011 A Bonds or otherwise provide for payment thereof by escrow
or like manner.

Section 7.02. Modification or Amendment. The Bond Legislation may not be
modified or amended after final passage without the prior written consent of the Purchaser.

Section 7.03. Delivery of Bonds. The Chairman, Secretary and Treasurer of the
Goveming Body are hereby authorized and directed to cause the Series 2011 A Bonds, hereby
awarded to the Purchaser pursuant fo prior agreement, to be delivered to the Purchaser as soon as
the Purchaser will accept such delivery.
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Section 7.04.  Severability of Invalid Provisions. If any one or more of the
covenants, agreements or provisions hereof should be held contrary to any express provision of law
or contrary to the policy of express law, although not expressly prohibited, or against public pelicy,
or shall for any reason whatsoever be held invalid, then such covenants, agreements or provisions
shall be null and void and shall be deemed severable from the remaining covenants, agreements or
provisions hereof, and shall in no way affect the validity of all the other provisions hereof or-the
Series 2011 A Bonds.

Section 7.05. Conflicting Provisions Repealed. The Prior Resolutions and all
parts thereof not expressly hereby changed shall continue in full force and effect and this Bond
Legislation shall be supplemental to the Prior Resolutions.

All resolutions and orders, or parts thereof, in conflict with the provisions hereof are,
to the extent of such conflicts, hereby repealed; provided that this Section shall not be applicable to
the Loan Resolution (Form FmHA 442-47),

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

Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that all acts,
conditions, things and procedures required to exist, to happen, to be performed or to be taken
precedent to and in the adoption of this Resolution do exist, have happened, have been performed
and have been taken in regular and due time, form and manner as required by and in full compliance
with the laws and Constitution of the State of West Virginia applicable thereto; and that the
Chairman, Secretary and members of the Governing Body were at all times when any actions in
connection with this Resolution occurred and are duly in office and duly qualified for such office.

Section 7.08. Effective Time. This Resolution shall take effect immediately upon

its adoption.

[Remainder of Page Intentionally Blank]
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Adopted this 2nd day of February, 2011.

LAVALETTE PUBLIC SERVICE DISTRICT

...... o

P

¢ ) -
By: 8o oolP7 2z o AL P

Its: Chairman e { -
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board of
LAVALETTE PUBLIC SERVICE DISTRICT on the 2nd day of February, 2011.

Dated: February 4, 2011.

g i;" I
[SEAL] }i;f!/; ) oV
Nl KoL
LA At i
Secretary
01.20.11
509380.00006
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WEST VIRGINIA
Water Development Autherily

Celsbrating 36 Years of Service 1974 - 2010

February 4, 2011

Lavalette Public Service District
Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

In reliance upon the certificate of Bassett & Lowe, CPA, the independent certified public
accountants, and the opinion of Steptoe & Johnson PLLLC, bond counsel, that the coverage and
parity tests have been met, the undersigned duly authorized representative of the West Virginia
Water Development Authority (the “Authority”), the registered owner of the Prior Bonds,
hereinafter defined and described, hereby consents to the issuance of the Water Revenue Bonds,
Sertes 2011 A (United States Department of Agriculture), in the original aggregate principal
amount of $2,534,000, by the Lavalette Public Service District (the “Issuer”), under the terms of
the ordinance authorizing the Bonds, on a parity, with respect to liens, pledge and source of and
security for payment, with the Issuer’s Water Revenue Bonds, Series 2006 C (West Virginia
Infrastructure Fund), dated February 23, 2006 issued in the original aggregate principal amount
of $1,918,050 (the “Prior Bonds™).

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

Copel O C :

Authorized Representative

180 Association Drive, Charleston, WV 25311-1217
Phone (304) 558-3612 / fax (304) 558-0299
www.wvwda.org



Deveiopment

United States Department of Agriculture
Rural Development
Waest Virginia State Office

February 4, 2011

Lavalette Public Service District
Water Revenue Bonds, Series 2011 A
{United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

The undersigned duly authorized representative of the United States of America, acting
through the Rural Utilities Service, United States Department of Agriculture, the present holder of the
Prior Bonds, hereinafter defined and described, hereby (i) consents to the issuance of the Water Revenue
Bonds, Series 2011 A (United States Department of Agriculture), in the original aggregate principal
amount of $2,534,000 (the “Bonds™), by Lavalette Public Service District (the "Issuer"), under the terms
of the bond resolution authorizing the issuance of the Bonds (the "Resolution”), on a parity, with respect
to liens, pledge and source of and security for payment, with the Issuer's outstanding: (1)Water Revenue
Bonds, Series 1973, dated July 17, 1973, issued in the original aggregate principal amount of $370,000;
(2) Water Revenue Bonds, Series 2006 A, dated February 23, 2006, issued in the original aggregate
principal amount of $2.000,000; (3) Water Revenue Bonds, Series 2006 B, dated February 23, 2006,
issued in the original aggregate principal amount of $713,000; (4) Water Revenue Bonds, Series 2009 A,
dated May 18, 2009, issued in the original aggregate principal amount of $1,526,000; (5) Water Revenue
Bonds, Series 2009 B, dated May 18, 2009 issued in the original aggregate principal amount of
aggregate principal amount of $2,165, 000 and (7) Water Revenue Bonds Serles 2010 B, dated March 8,
2010 1ssued in the 0r1g1r1a1 aggregate principal amount of $237,000 (collectlvely, the "Prlor Bonds”) and
(the “Prior Resolution™), regarding the issuance of parity bonds which:are not met by the Bonds or the
Resolution.

WITNESSETH my signature on this 4th day of February, 201 1

e State51rectqr

gs 1550 Ead Gore Hoad » Suite 101 « Morgantown, WV 26505 PR
F’hcne 304 28 860 41:800, 295 8228+ Fax: _304 284 4893 TTY/TDD 304 284 4836 » Web: hitp://www. rurdev usda gow’wv

Ccmm' dto ihe future of ruraE communltles L

_SDA is an. equal opportunlty prowder, employer and Iender




February 4, 2011

Lavalette Public Service District
Water Revenue Bonds, Series 2011 A
{United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

The undersigned duly authorized representative of United Bank, Inc., the present
helder of the Prior Bonds, hereinafter defined and described, hereby (i) consents to the issuance
of the Water Revenue Bonds, Series 2011 A (United States Department of Agriculture), in the
original aggregate principal amount of $2,534,000 (the “Bonds™), by Lavalette Public Service
District (the "Issuer"), under the terms of the bond resolution authorizing the issuance of the
Bonds (the "Resolution™), on a parity, with respect to liens, pledge and source of and security for
payment, with the Issuer's outstanding Water Revenue Bonds, Series 2004 A, dated April 23,
2004, issued in the original aggregate principal amount of $533,721 (the "Prior Bonds™); and (ii)
waives any requirements imposed by the Prior Bonds or the resolution authorizing the Prior
Bonds (the “Prior Resolution™), regarding the issuance of parity bonds which are not met by the
Bonds or the Resolution.

Dated this 4th day of February, 2011.

UNITED BANK, INC.

Its: Authorize

01.20.11
509380.00006
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Rura]
Development

United States Department of Agriculture
Rural Development
West Virginia State Cffice

February 16, 2010

Mr. Dennis J. Lyons, Sr., Chairman
Lavalette County Public Service District
5308 Route 152

Lavalette, WV 26410

SUBJECT: Lavalette PSD

Nestlow Phase I Water Extension Project
(RD Loan- $2,534,000 and RD Grant - $3,526,000)
Closing Instructions

Dear Mr. Lyons:

The preliminary closing for the subject loan will be held on February 2, 2011, at 10:00 am at the
Lavalette PSD office. The loans and grants must be handled and closed in accordance with your
letter of conditions dated August 12, 2009 and the subsequent letter dated April 12, 2010. All of
the requirements of those letters must be met and in addition, the loans and grants must be closed
in accordance with RD Instruction 1942-A and RUS Instruction 1780. The following
instructions and comments are offered:

1.

2.

RUS will need to sign and date the RD Grant Agreement at closing.

Form AD 1048, “Certification Regarding Debarment — Lower Tier Covered
Transactions,” should be provided on contractors.

Form RD 1927-10, “Final Title Opinion,” effective the date of loan closing
(February 4, 2011) must be provided for all property owned by the PSD.

“Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way,” must be provided

' showmg no exceptions dated for February 4, 2011.

: A narratwe from your attorney dated February 4, 2011 concermng all permlts
'certlﬁcatlons or other items necessary to show all legal requirements can be met. This =
" narrative should identify the condemnation proceedings and how they will be handled

~now that right of entry has been obtained. This should include a certification that all -

o requirements of the Uniform Relocation Assistance and Real Property Acquisition’ Ry

Policies Act of 1970 and WV State Code Chapter 54 have been met w1th all achllSlﬁOIlS

75 High Street Federal Buiiding + Suite 320 » Morgantown, WV 25505-7500

Phone 304 284. 4560 1 B00.295.8228 » Fax 304 284.4893 « TTY/TDD: 304.284.4836 - Web: htlp:/Awww.rurdev.usda. goviwy

Committed ta the future of rural communities,

“USDA is an equal opportumty provider, employer and lender.”

: To file a complaint of discrimination write USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.WV.,

Washlngton DC 202503410 or call (80D) 795-3272 (voice} or (202) 720-6382 (TDD).



6. The certification on the Loan Resolution will need to be completed at closing.

7. The loan for $2,534,000 was obligated at the poverty interest rate of 2.625%; however
effective January 1, 2011 this rate is at 2.5% and Bond Counsel will be notified with a
copy of this letter. The monthly payment will be $8,616.00

-

8. On February 2, 2010, the date of the preliminary closing, the applicant must provide
evidence of all required insurance and position fidelity bond coverage in compliance
with Ttem 11 of the letter of conditions dated August 12, 2009,

9. A compliance review will need to be conducted by the RUS prior to the start of
construction.

If you have any questions regarding the above, please do not hesitate to contact me at (304) 776-
5298 ext. 116.

Sincerely,

Tracey Rowan
Community Programs Specialist

cc: USDA State Director
Katy Mallory
Randall Lewis
Mark McGettigan
Randall Wall
Bob Rodecker
Rod Lowe




UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
- WATER REVENUE BONDS, SERIES 2011 A :
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$2,534,000
No. AR-1 Date: February 4, 2011

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein called
“Borrower™) promises to pay to the order of the United States of America (the “Government™), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place as the
Government may hereafter designate in writing, the principal sum of TWO MILLION FIVE HUNDRED
THIRTY-FOUR THOUSAND DOLLARS ($2,534,000), plus interest on the unpaid principal balance at
the rate of 2.5% per annum. The said principal and interest shall be paid in the following installments on
the following dates: ‘Monthly installments of interest only, commencing 30 days following delivery of the
Bond and continiuing on the corresponding day of each month for the first 24 months after the date hereof,
and $8,616, covering principal and interest, thereafter on said corresponding day of each month, except
that the final installment shall be paid at the end of 40 years from the date of this Bond, in the sum of the
unpaid principal and interest due on the date thereof, and except that prepayments may be made as
provided hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

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

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

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

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

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



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

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

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

This Bond, together with any additional bonds ranking on a parity herewith which may
be issued and outstanding for the purpose of providing funds for financing costs of additions, extensions
and improvements to the waterworks system (the “System™) of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there have been first paid from such
revenues the reasonable current costs of operation and maintenance of the System. This Bond does not in
any manner constitute an indebtedness of the Borrower within the meaning of any constitutional or
statutory provision or limitation.

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

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

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act™), and a Resolution of the Borrower duly adopted February 2,
2011, authorizing issuance of this Bond (the “Resolution”).

If at any time it shall appear to the Government that Borrower may be able to obtain a
loan from a responsible cooperative or private credit source at reasonable rates and terms for loans for



similar purposes and periods of time, Borrower will, at the Government’s request, apply for and accept
such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the Government

- pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended. This Bond shall be

subject to the present regulations of the Government and to its future regulations not inconsistent with the
express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE OF

AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

ity

"y

(III)

Iv)

)

VD

(VD)

(VII)

WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS”);

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS™),

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF §2,000,000 (THE “SERIES 2006 A BONDS”);

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS”),

WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES 2006 C BONDS”);

WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,526,000 (THE “SERIES 2009 A BONDS”);

WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $843,000 (THE “SERIES 2009 B BONDS”);

WATER REVENUE BONDS, SERIES 2010 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MARCH 8, 2010 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL, AMOUNT OF $2,165,000 (THE “SERIES 2010 A BONDS”); AND



(IX) . WATER REVENUE BONDS, SERIES 2010 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MARCH 8§, 2010 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $237,000 (THE “SERIES 2010 B BONDS™).

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, SERIES 2006 C BONDS, SERIES 2009 A BONDS, SERIES 2009 B BONDS, SERIES 2010 A
BONDS AND SERIES 2010 B BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture, the
Bonds will be in default should any proceeds of the Bonds 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.



IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted hereon
.. and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

74' ////4

Chairman, Public Sef

A
&



EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) 154,137.63 02/04/2011 (19)
(2) (20)
3) (21)
“4) (22)
(5) (23)
(6) (24)
(7) _(25)
(8) (26)
€)) (27)
(10) (28)
(11) (29)
(12) (30)
(13) (31
(14) (32)
(15) (33)
(16) (34)
(17 (35)
(18) (36)

TOTAL 3




{(Form of Assignment)
' ASSIGNMENT

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

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

Dated: , 20

In the presence of:




LAVALETTE PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2011 A
(UNITED STATES DEPARTMENT OF AGRICUI. TURFE)

$2,534,000

REGISTRATION BOOKS

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

In Whose Name

Bond No. | Date of Registration Registered

Signature of Secretary of Registrar

) — |
AR-1 February 4, 2011 Umtei fg‘te?cﬂzﬁra:mem M/ fﬁ ,/?f/
& il Lot S e o

01.20.11
509380.00006
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O | I NSON Chatleston, WV 25326-1588
LN (304) 353.8000  (304) 353-8180 Fax

ATTORNEYS AT LAW www.steptoe-johnson.com

February 4, 2011

Lavalette Public Service District
Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture)

Lavalette Public Service District
Lavalette, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen;:

We have served as bond counsel in connection with the issuance by Lavalette
Public Service District in Wayne County, West Virginia (the "Issuer"), of its $2,534,000 Water
Revenue Bonds, Series 2011 A (United States Department of Agriculture) dated the date hereof
(the "Bonds"™), pursuant to Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act"), a Bond Resolution duly adopted by the Issuer on February 2, 2011 (the
"Bond Legislation"). We have examined the law and such certified copies of proceedings and
other papers as we deem necessary to render this opinion.

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

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

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

2. The Bond Legislation has been duly and effectively adopted and enacted

by the Issuer and constitutes a valid and binding obligation of the Issuer enforceable upon the
Issuer.
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3. Pursuant to the Act, the Bond Legislation creates a valid lien on the
funds pledged by the Bond Legislation for the security of the Bonds, on a parity with the Issuer’s
(1) Water Revenue Bonds, Series 1972, dated July 17, 1973, issued in the original aggregate
principal amount of $370,000, (2) Water Revenue Bonds, Series 2004 A, dated April 23, 2004
issued in the original aggregate principal amount of $533,721, (3) Water Revenue Bonds, Series
2006 A (United States Department of Agriculture), dated February 23, 2006 issued in the original
aggregate principal amount of $2,000,000; (4) Water Revenue Bonds, Series 2006 B (United
States Department of Agriculture), dated February 23, 2006 issued in the original aggregate
principal amount of $713,000; (5) Water Revenue Bonds, Series 2006 C (West Virginia
Infrastructure Fund), dated February 23, 2006; issued in the original aggregate principal amount
of $1,918,050; (6) Water Revenue Bonds, Series 2009 A (United States Department of
Agriculture), dated May 18, 2009 issued in the original aggregate principal amount of
$1,526,000; (7) Water Revenue Bonds, Series 2009 B (United States Department of Agriculture),
dated May 18, 2009 issued in the original aggregate principal amount of $843,000; (8) Water
Revenue Bonds, Series 2010 A (United States Department of Agriculture), dated March &, 2010,
issued in the original aggregate principal amount of $2,165,000; and (9) Water Revenue Bonds,
Series 2010 B (United States Department of Agriculture), dated March 8, 2010 issued in the
original aggregate principal amount of $237,000.

4. The Bonds have been duly authorized, executed and delivered by the
Issuer and are valid and binding special obligations of the Issuer, payable solely from the sources
provided therefor in the Bond Legislation.

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

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

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

Very truly yours,

STEPTUE & JOHNSON PLLC

01.20.11
509380.00006
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RoBERT BR. RODECKER
BB&T SQUARE
300 SUMMERS STREET, SUITE 1230

POST OFFICE BOX 3713

ROBERT R. RODECKER CHARLESTON, WEST VIRGINIA 25337 AREA CODE 304
rodecker gwvdsl.net 343-1654
JAMES V. KELSE FAGSIMILE
OF COyNSEL February 4, 2011 343-1657

kelshlaw@yahoo.com

Lavalette Public Service District
Nestlow | Project
Water Revenue Bonds, Series 2011 A
{(United States Department of Agriculture)

Lavalette Public Service District
Lavalette, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

[ am Special PSC Counsel to Lavalette Public Service District, a public service
district in Wayne County, West Virginia (the "Issuer”). As such counsel, | have
examined copies of the approving opinion of Steptoe & Johnson PLLC, as bond
counsel, a Bond Resolution duly adopted by the Issuer on February 2, 2011 (the
"Bond Legislation"), other documents and papers relating to the Issuer and the above-
captioned Bonds of the Issuer (the "Bonds"), and documents and orders of The
County Commission of Wayne County relating to the creation and expansion of the
Issuer and the appointment of members of the Public Service Board of the issuer.
Capitalized terms used herein and not otherwise defined herein shall have the same
meanings set forth in the Bond Legislation when used herein.

| am of the opinion that:

1. The Issuer is a duly created and validly existing public service district
and public corporation and political subdivision of the State of West Virginia.
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2. The members and officers of the Public Service Board of the issuer
have been duly, lawfully and properly elected or appointed, as applicable, have taken
the requisite oaths, and are authorized to act in their respective capacities on behalf
of the [ssuer.

3. The Bond Legislation has been duly adopted by the Issuer and is in full
force and effect.

4, The execution and delivery of the Bonds and the consummation of the
transactions contemplated by the Bonds and the Bond Legislation, and the carrying
out of the terms thereof, do not and will not, in any material respect, conflict with or
constitute, on the part of the Issuer, a breach of or default under any agreement,
document or instrument to which the Issuer is a party or by which the Issuer or its
properties are bound or any existing law, regulation, rule, order or decree to which the
Issuer is subject.

5. All permits, licenses, approvals, consents, cerificates, orders,
exemptions and authorizations necessary for the due creation and valid existence of
the Issuer, the issuance of the Bonds, the acquisition and construction of the Project,
the operation of the System and the imposition of rates and charges have been
entered and/or received, including, without limitation, all requisite orders, certificates,
consents and approvals from The County Commission of Wayne County and the
Public Service Commission of West Virginia, and the Issuer has duly taken any other
action required for the imposition of such rates and charges, including, without
limitation, the entry of an Order by the Public Service Commission of West Virginia
prescribing such rates and charges, the time for appeal of which has expired prior to
the date hereof without appeal.

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

7. The Issuer has received all orders and approvals from the Public
Service Commission of West Virginia, including the Recommended Decision of the
Public Service Commission of West Virginia entered on August 31, 2009, which
became a Final Order on September 20, 2009, in Case No. 09-0650-PWD-CN,
among other things, approving the rates and charges of the System. The Issuer has
also received the Recommended Decision of the Public Service Commission of
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West Virginia entered on October 21, 2010, which became a Final Order on
November 10, 2010, in Case No. 10-1003-PWD-CN, among other things, granting to
the Issuer a certificate of public convenience and necessity for the Project and
approving the financing for the Project. The time for appeal of the Final Orders has
expired prior to the date hereof without any appeal. Such Orders remain in full force
and effect.

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

Sincerely,

b AKX

Robert Rodecker

RRR/bg



Randall D. Wall
Uttaspey at Law

731 Fifth Avenue
Post Office Box 24
Huntington, WV 25706-0024

Telephone: (304) 523-8430 Facsimile; (304) 523-0567

February 4, 2011
USDA-Rural Development
ATTN: Tracey Rowen
418 Goff Mountain Road
Room 113
Cross Lanes, WV 25313

Re:  Nestlow Phase [ Water Extension Project
Dear Mrs. Rowen:

Please accept this letter as the narrative opinion required by Item 8-C of your
letter of conditions for the above referenced project dated August 9, 2009 and April 12,
2010.

I hereby certify that all necessary permits, certifications and other items legally
necessary have been obtained for the above referenced project and that all requirements
of the Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970
and WV State Code Chapter 45 have been met.

I hereby certify that the rights-of-ways and easement agreements needed to be
obtained prior to construction have been secured. I hereby certify that the balance of the
right-of-ways and easements agreements will be secured prior to closing.

I hereby certify that the following condemnation proceedings will be (or have
been) initiated and Orders of Lintry will be (or have been) obtained for immediate entry
upon said properties:

Estate of Eila Clay - Tax Map 8, Parcel 26.1
Tulius Davis and Tristan Davis - Tax Map 12, Parcel 0005

I hereby certify that ali of the preliminary title opinions have been submitted for
this project and no problems exist in reference to these titles other than those histed above.

Very truly Ppurs,

Randall D. Wall
RDW/bb



Nestlow I Project
LAVALETTE PUBLIC SERVICE DISTRICT

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

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BONDS

NO LITIGATION

GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC.

CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME, ETC.
DELIVERY AND PAYMENT AND USE OF PROCEEDS
LAND AND RIGHTS-OF-WAY

MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.
CONTRACTORS' INSURANCE, ETC.

CONNECTIONS, ETC.

MANAGEMENT

GRANT

CONFLICT OF INTEREST

PROCUREMENT OF ENGINEERING SERVICES
EXECUTION OF COUNTERPARTS

T e = R = s

We, the undersigned CHAIRMAN and SECRETARY of the Public Service
Board of Lavalette Public Service District, in Wayne County, West Virginia (the "Issuer"),
and the undersigned COUNSEL for the Issuer, acting for the Issuer and in its name, hereby
state and certify on this the 4th day of February, 2011, in connection with the Lavalette
Public Service District Water Revenue Bonds, Series 2011 A (United States Department of
Agriculture), No. AR-1, dated the date hereof, fully registered, in the principal amount of
$2,534,000 (the "Series 2011 A Bonds"), as follows:

1. AUTHORIZATION AND AWARD OF BONDS: The
undersigned are authorized fo execute this certificate on behalf of the Issuer and are
knowledgeable with respect to the matters set forth herein. The entire issue of the Series
2011 A Bonds have been duly awarded to the United States of America, acting by the
United States Department of Agriculture, Rural Utilities Service (the "Purchaser"), pursuant
to a Letter of Conditions from the Purchaser, dated August 12, 2009, and all amendments
thereto, and as appears in Section 7.03 of the Resolution of the Issuer duly adopted on
February 2, 2011, authorizing issuance of the Series 2011 A (the "Resolution" or "Bond
Resolution"). All capitalized terms used herein and not otherwise defined herein shall have
the same meaning as defined in the Bond Resolution when used herein. The Series 2011 A
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are being issued on this date to finance a portion of the cost of the acquisition and
construction of the Project, herein defined and described, located within the boundaries of
the Issuer.

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 issuance and delivery of the Series 2011 A Bonds
or receipt of any grant monies, if any, committed for the System, hereinafter defined; nor
questioning the proceedings and authority by which the Issuer authorized the issuance and
sale of the Series 2011 A Bonds; nor in any way questioning or affecting the validity of the
grants, if any, committed for the System or the validity of the Series 2011 A Bonds or any
provisions made or authorized for the payment thereof, including, without limitation, the
pledge or application of any monies or security therefor; nor questioning the existence,
powers or proceedings of the Issuer or its Public Service Board (the "Governing Body") or
the title of the members and officers thereof to their respective offices; nor questioning the
operation of the System or the acquisition and construction of the Project, a portion of the
cost of which is being financed out of the proceeds of sale of the Series 2011 A Bonds; nor
questioning the rates and charges provided for services of the System.

3. GOVERNMENTAL APPROVALS: All applicable and necessary
approvals, permits, authorizations, registrations, exemptions, consents and certificates
required by law for the acquisition and construction of the Project, the operation of the
System, including, without limitation, the imposition of rates and charges, and the issuance
of the Series 2011 A Bonds have been duly and timely obtained and remain in fuli force and
effect. Competitive bids for the acquisition and construction of the Project were solicited in
accordance with Chapter 5, Article 22, Section 1 of the Official West Virginia Code of
1931, as amended, which bids remain in full force and effect.

The Issuer has received all orders and approvals from the Public Service
Commission of West Virginia, including the Recommended Decision of the Public Service
Commission of West Virginia entered on August 31, 2009, which became Final Order on
September 20, 2009, in Case No. 09-0650-PWD-CN, among other things, approving the
rates and charges of the System. The Issuer has also received the Recommended Decision
of the Public Service Commission of West Virginia entered on October 21, 2010, which
became Final Order on November 10, 2010, in Case No. 10-1003-PWD-CN, among other
things, granting to the Issuer a certificate of public convenience and necessity for the Project
and approving the financing for the Project. The time for appeals has expired prior to the
date hereof without any appeal. Such Orders 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 approval
by the Purchaser of a loan to assist in the acquisition and construction of the Project.

There are outstanding obligations of the Issuer which will rank on a parity
with the Series 2011 A Bonds as to liens, pledge and source of and security for payment,
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and in all respects, being the Issuer’s: (1) Water Revenue Bonds, Series 1973, dated
July 17, 1973, issued in the original aggregate principal amount of $370,000 and currently
held by the Rural Utilities Service, United States Department of Agriculture; (2) Water
Revenue Bonds, Series 2004 A, dated April 23, 2004 issued in the original aggregate
principal amount of $533,721, currently held by United Bank, Inc.; (3) Water Revenue
Bonds, Series 2006 A (United States Department of Agriculture), dated February 23, 2006,
issued in the original aggregate principal amount of $2,000,000; (4) Water Revenue Bonds,
Series 2006 B (United States Department of A griculture), dated February 23, 2006, issued in
the original aggregate principal amount of $713,000; (5) Water Revenue Bonds, Series 2006
C (West Virginia Infrastructure Fund), dated February 23,2006, issued concurrently
herewith in the original aggregate principal amount of $1,918,050; (6) Water Revenue
Bonds, Series 2009 A (United States Department of Agriculture), dated May 18, 2009,
issued in the original aggregate principal amount of $1,526,000; (7) Water Revenue Bonds,
Series 2009 B (United States Department of Agriculture), dated May 18, 2009, issued in the
original aggregate principal amount of $843,000; (8) Water Revenue Bonds, Series 2010 A
(United States Department of Agriculture), dated March 8, 2010, issued in the original
aggregate principal amount of $2,165,000; and (9) Water Revenue Bonds, Series 2010 B
(United States Department of Agriculture), dated March 8, 2010, issued in the original
aggregate principal amount of $237,000 (collectively, the “Prior Bonds™). Other than the
Prior Bonds there are no other outstanding bonds or obligations of the Issuer which rank
prior to or on a parity with the Series 2011 A Bonds as to liens, pledge and/or service of and
security for payment.

Prior to the issuance of the Series 2011 A Bonds, the Issuer will obtain (i)
the certificate of an Independent Certified Public Accountant stating that the coverage and
parity tests of the Prior Bonds are met; and (ii) the written consents of the Holders of the
Prior Bonds to the issuance of the Series 2011 A Bonds on a parity with the Prior 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.

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

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

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

Bond Resolution

Prior Bond Resolutions

Consent of USDA to Issuance of Parity Bonds

Consent of Water Development Authority to Issuance of Parity Bonds

Consent of United Bank to Issuance of Parity Bonds

USDA Letter of Conditions, with all amendments

Public Service Commission Order

County Commission Orders on Creation of District

County Commission Orders of Appointment of Current Board Members

Oaths of Office of Current Board Members

Rules of Procedure

Affidavit of Publication of Notice of Filing

Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resolution

Bureau for Public Health Permit

United States Department of Agriculture Loan Agreement

United States Department of Agriculture Grant Agreement

7.  INCUMBENCY AND OFFICIAL. NAME, ETC.. The proper

corporate title of the Issuer is "Lavalette Public Service District” and its principal office and
place of business are in Wayne County, West Virginia. The Issuer is a public service

district and public corporation and political subdivision of the State of West Virginia. The
governing body of the Issuer is its Public Service Board consisting of three duly appointed,
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qualified and acting members, whose names and dates of commencement and termination of
current terms of office are as follows:

Date of Date of
Commencement  Termination
Name of Office of Office
Dennis J. Lyons March 19, 2007 March 18, 2013
William Willis November 13, 2005 November 13, 2011
Michael Blatt February 1, 2007 January 31, 2013

The names of the duly elected, appointed, qualified and acting officers of said
Public Service Board of said Issuer for the calendar year 2011 are as follows:

Chairman - Dennis J. Lyons
Secretary - William Willis

The duly appointed and acting Attorney for the Issuer is Robert Rodecker,
Esquire, Charleston, West Virginia.

8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the
date hereof, the Series 2011 A Bonds were delivered to the Purchaser ai Lavalette,
West Virginia, by the undersigned Chatrman for the purposes of (i) paying a portion of the
costs of acquisition and construction of certain additions, betterments and improvements to
the existing public waterworks system of the Issuer (the “Project™); and (ii) paying certain
costs of issuance of the Bonds and related costs, and at the time of such delivery, the Series
2011 A Bonds have been duly and fully executed and sealed on behalf of the Issuer in
accordance with the Resolution.

At the time of delivery of the Series 2011 A Bonds, the undersigned Chairman
received $154,137.63, being a portion of the principal amount of the Series 2011 A Bonds.
Further advances of the balance of the principal amount of the Series 2011 A Bonds will be
paid to the Issuer as acquisition and construction of the Project progresses.

The total cost of the Project is estimated at $6,260,000. Sources and uses of
funds for the Project are as follows:

SQURCES

Proceeds of the Series 2011 A Bonds $2,534,000
Proceeds of the Small Cities Block Grant $200,000
Proceeds of the Grant from the USDA $3.526,000
Total Sources $6.260.000
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USES

Costs of Acquisition and Construction $6,237,000
Costs of Issuance $23.000
Total Uses 36,260,000

The Series 2011 A Bonds are dated the date hereof, and interest on advances
of the principal thereof at the rate of 2.5% per annum is payable from the date of each
respective advance.

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

9. LAND AND RIGHTS-OF-WAY: All land in fee simple and all rights-
of-way and easements necessary for the acquisition, construction, operation and
maintenance of the Project and the System have been acquired or can and will be acquired
by purchase, or if necessary, by condemnation by the Issuer and are adequate for such
purposes and are not or will not be subject to any liens, encumbrances, reservations or
exceptions which would adversely affect or interfere in any way with the use thereof for
such purposes. The costs thereof, including costs of any properties which may have to be
acquired by condemnation, are, in the opinion of all the undersigned, within the ability of
the Issuer to pay for the same without jeopardizing the security of or payments on the Series
2011 A Bonds.

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

11. CONTRACTORS' INSURANCE, ETC.: All contractors will be
required to maintain Workers' Compensation, public liability and property damage
insurance, and builder's risk insurance where applicable, in accordance with the Letter of
Conditions and Commitment of the Purchaser, as amended, and the Resolution.

12.  CONNECTIONS, ETC.: The Issuer will serve at least 3,665 bona fide

users with the System upon the completion of the Project, in full compliance with the
requirements and conditions of the Purchaser.
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[3.  MANAGEMENT: The Issuer has heretofore delivered to the Purchaser
a plan concerning operation and management of the System, which plan was found to be
acceptable by the Purchaser.

14, GRANT:  As of the date hereof, the grant from the United States
Department of Agriculture in the amount of $3,526,000 and the Small Cities Block Grant in
the amount of $200,000 are committed and in full force and effect.

15, CONFLICT OF INTEREST: No member, officer or employee of the
Issuer has a substantial financial interest, direct, indirect or by reason of ownership of stock
in any corporation, in any contract with the Issuer or in the sale of any land, materials,
supplies or services to the Issuer or to any contractor supplying the Issuer, relating to the
Series 2011 A Bonds, the Bond Resolution and/or the Project, including, without limitation,
with respect to the Depository Bank, as defined in the Bond Resolution. 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.

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

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

[Remainder of Page Intentionally Left Blank]

CH5424556



WITNESS our signatures and the official corporate seal of LAVALETTE
PUBLIC SERVICE DISTRICT on the day and year first written above.

[CORPORATE SEAL]
SIGNATURE OFFICIAL TITLE
Chairman
Secretary

Counsel to the Issuer
{(Paragraph 3)

01.20.11
509380.00006
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WITNESS our signatures and the official corporate seal of LAVALETTE
PUBLIC SERVICE DISTRICT on the day and year first written above.

[CORPORATE SEAL]

SIGNATURE OFFICIAL TITLE

Chairman

Secretary

Counsel to the Issuer
{(Paragraph 3)

01.20.11
309380.00006
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Nestlow I Project
LAVALETTE PUBLIC SERVICE DISTRICT

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

ENGINEER'S CERTIFICATE

I, Mark McGettigan, Registered Professional Engineer, West Virginia License
No. 016862 of E.L. Robinson Engineering Company, Cross Lanes, West Virginia, hereby
certify this 4th day of February, 2011 that my firm is the engineer for the acquisition and
construction of certain additions, improvements and extensions (the “Project”) to the
existing water system (the “System™) of Lavalette Public Service District (the “Issuer”), to
be acquired and constructed in Wayne County, West Virginia, which acquisition and
construction are being financed in whole or in part by the above-captioned bonds of the
Issuer,

I further certify that the Project will, to the best of my knowledge, be
constructed in accordance with plans and specifications prepared by my firm and that the
System and the Project are situate wholly or chiefly within the boundaries of the Issuer.

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

WITNESS my signature on the day and year first written above.
E.L. ROBINSON ENGINEERING COMPANY
Mark McGettigan, P.E. '
West Virginia License No. 016862

01.20.11
509380.00006

CH5424523



Attachment No. 1 fo Letter of Conditions

For: Lavalette Public Service District- Nestlow |
Date: February 2, 2011 CLOSING BUDGET

PROJECT COST

CONSTRUCTION
Contract #1 Chojnacki Construction
Contract #2 Mike Enyart and Sons
CONST. CONTINGENCY
LAND & RIGHTS
LEGAL FEES
BOND COUNSEL
ACCOUNTING
ENGINEERING FEES
Basic - $375000
Insp. - $308000
Administration - Region 2
INTEREST
MOBILE GENERATOR
PROJECT CONTG.

TOTAL

PROJECT BUDGET

Subsequent
SCBG RUS GRANT RUS LOAN GRANT TOTAL

$ 93522585 3 943,000.00 $ 1,878,22565
$ 52577435 $ 950,000.00 $ 49244954 $ 1,968,223.89
$  459,000.00 $ 80755046 $ 1,266,550.46
3 50,000.00 3 50,000.00
5 25,000.00 3 25,000.00
$ 23,000.00 3 23,000.00
$ 6,000.00 3 6,000.00
$ 180,000.00 $ 144,700.00 $ 358,300.00 3 683,000.00

3 -

m -
$ 20,000.00 3 20,000.00
$ 100,000.00 $ 100,000.00
$ 71,300.00 % 78,700.00 3 150,000.00
3 90,000.00 3 90,000.00
$ 200,000.00 $ 2,226,000.00 $ 2,534,000.00 $ 1,300,000.00 $ 6,260,000.00



BASSETT & LOWE

CERTIFIED PUBLIC ACCOUNTANTS
1156 SoUTH MAIN STREET
MILTON, WEST VIRGINIA 25541
Phone: (304) 743-5573 FAX: (304) 743-1150
Toll Free: 1-800-720-9629
e-mail: rbassett@bassettiowe.com

e-mail: rlowe@basseftlowe.com

February 4, 2011

Lavalette Public Service District
\Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture)

Nestlow | Project
Lavalette Public Service District
Lavalette, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen;

Based upon the water rates and charges set forth in the Recommended Decision
entered August 31, 2009 and Corrective Order dated September 4, 2009 of the Public
Service Commission of West Virginia in Case No. 09-0650-PWD-CN, and projected
operating expenses and anticipated customer usage as furnished to us by E.L. Robinson
Engineering Co., Ltd., Consulting Engineer, it is our opinicn that such rates and charges
will be sufficient to provide revenues which, together with other revenues of the
waterworks system (the "System") of Lavalette Public Service District {the "lssuer"), will
provide for all Operating Expenses of the System and will 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 (i) Water Revenue Bonds, Series 2011 A (United
States Department of Agriculture) to be issued in the amount of $2,534,000 (the “Series
2011 A Bonds”), and (i) alt other obligations secured by a lien on or payable from such
revenues on a parity with the Series 2011 A Bonds, including the Issuer's: (1) Water
Revenue Bonds, Series 1972 (United States Department of Agriculture), dated July 17,
1973, issued in the original aggregate principal amount of $370,000; (2) Water Revenue
Bonds, Series 2004 A (United Bank, Inc), dated April 23, 2004, issued in the original
aggregate principal amount of $533,721; (3) Water Revenue Bonds, Series 2006 A
(United States Department of Agriculture), dated February 23, 2006, issued in the
original aggregate principal amount of $2.000,000; (4) Water Revenue Bonds, Series
2006 B (United States Department of Agriculture), dated February 23, 2008, issued in
the original aggregate principal amount of $713,000; (5) Water Revenue Bonds, Series

1



2006 C (West Virginia Infrastructure Fund), dated February 23, 2008, issued in the
original aggregate principal amount of $1,918,050; (6) Water Revenue Bonds, Series
2009 A (United States Department of Agriculture), dated May 18, 2009, issued in the
original aggregate principal amount of $1,526,000; (7) Water Revenue Bonds, Series
2009 B (United States Department of Agriculture), dated May 18, 2009, issued in the
original aggregate principal amount of $843,000; (8) Water Revenue Bonds, Series 2010
A (United States Department of Agriculture), dated March 8, 2010, issued in the original
aggregate principal amount of $2,165,000; and (8) Water Revenue Bonds, Series 2010
B (United States Department of Agriculture), dated March 8, 2010, issued in the original
aggregate principal amount of $237,000 (collectively, the "Prior Bonds").

It is further our opinion that (i) the Net Revenues for the Fiscal Year following the
year in which the Series 2011 A Bonds are issued will be at least 120% of the average
annual debt service on the Prior Bonds, the Series 2011 A Bonds and that (i) the Net
Revenues actually derived from the System during any 12 consecutive months, within
the 18 months immediately preceding the date of the actual issuance of the Series 2011
A Bonds, pius 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 2011 A Bonds, are not less than 115% of the largest aggregate amount
that will mature and become due in any succeeding fiscal year for the principal of and
interest on the Prior Bonds and the Series 2011 A Bonds,

Very truly yours,

3 -
bﬁ/}iﬁ/ﬁl ‘ ”’,{;.‘J?_,

BASSETT & LOWE



WV MUNICIPAL BOND COMMISSION
1207 Quarrier Street

NEW ISSUE REPORT FORM

Suite 401 Date of Report: 4-Feb-11
Charieston, WV 25301
(304) 558-3971
ISSUE: Lavalette Public Service District
Water Revenue Bonds, Series 2011 A United States Department of Agriculiure)
ADDRESS: 5308 Rie 152, Lavalette, West Virginia 25535 CCUNTY: Wayne
PURPOSE OF ISSUE:
New Money: X
Refunding: REFUNDS ISSUE(S) DATED: NA
ISSUE DATE; 4-Feb-11 CLOSING DATE: 4-Feb-11
ISSUE AMOUNT: $2,534,000 RATE: 2.5%
18T DEBT SERVICE DUE: NA 15T PRINCIPAL DUE NA
18T DEBT SERVICE AMOUNT NA PAYING AGENT: issuer
BOND COUNSEL: UNDERWRITERS COUNSEL
Firm: Steptoe & Johnson PLLC Firm:
Contact John Stump, Esquire Contact:
Phene:  (304) 353.8196 Phone:
CLOSING BANK: ESCROW TRUSTEE:
Bank: Firm:
Contact: Contact:
Phone: Phone:
KNOWLEDGEABLE ISSUER CONTACT OTHER:
Contact; Darrell Wellman Agency: United States Department of
Position: General Manager Agriculture

Phone: 304.525.3771

Contact: Tracey Rowan

Position: Rural Developoment Specialist

Phone: 304.776.5298 x 116

DEPOSITS TO MBC AT CLOSE

By: Wire Accrued Interest: $
Check Capitalized Interest: $
Reserve Account; ¥
Other: $
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire To Escrow Trustee $
Check To lssuer $
IGT To Cons. Invest, Fun: $
To Other: $
NQTES: Monthly debt service payments will be made by the District directly to the National Finance Office.

The Municipal Bond Commission will only hold the Series 2011 A Reserve Account. The first payment into

the Reserve Account wili commence 24 months following the date hereof.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:

TRANSFERS REQUIRED:
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PWSID: WV3305006

State of West Virginia
OFFICE OF ENVIRON MENTAL HEAL TH-SER: BMISSION

CAPITOL & WASHINGTON STREETS ~ | DAVIS SQUARE, SUITE 200 cmﬁiﬁﬁm&swwrﬁﬁmws;ow
. Telephone (304)558-2981

N MAR 0 8 2010
10~ 1003~ Rb~Cnd ' ' PERN[IT AR !
(Water) _ , : E@EE % % 'l
PROJECT Nestlow, Phase I Water Lme Extensmn N o . PERMIT NO 18
“LOCATION: near East Lynn COUNTY: -Wayne ' 'D-A-TE: . :.-3‘-5-‘2-010

THISIS TO CERTIFY that after reviswing :olaﬂs, speciﬁcations, applicatian-forms, and other essential information that

Lavalette Pubhc Servme Dlstrlct
5308 Route: 152 - ‘
Lavalette, West Virginia 2553:3

is: hereby granted approval to: install. approx1mately 13,900 LF of 10", 79,700 LF- of 8", 6,940 LF .of 6" and
12,150-LE of 2" water line; one (1) 120 GPM duplex booster Station; and all ‘necessaryvalves, controls
and: appurtenances

'FaCﬂlUE:S are to serve 268 new. customers along Routes 21 22 25 26 25/1,25/2. and 21/2 in the Lavaiette
"Pubhc Servme Dtstnct

. NOTE This perlmt is contingent upon all NEeW. water line: bemg dlsmfected flushed
‘ ‘and : bacterwloglcally tested, pnor touse. ‘

: :The Env1ronmer1tal Engmeermg DlVlSlon of the OEHS St Albans Dlstrlct Office,. (304) 722 0611 isto’
~be notified when construction be gins. '

' Va11d1ty of th.ts penmt is contingent upon confonmty with p}ans speclﬁcatlons apphcatlon forms, -and other mforma’uon
‘submttted to the West Virginia Bureau for Pubhc Health,

FOR THE DIRECTOR

W’/L//M

Wilham S. Herold, Jr., P.E, Ae%(ﬁt{nt Manager
Infrastructure and Capacity Development
Environmental Engineering Division

"WSH:snj

pc:  E. L. Robinson Engineering Co.

\/hmes W. Ellars, P.E., PSC

Amy Swann, PSC
‘Wayne County Health Departiment
OEHS-EED St. Albans District Office
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RUS BULLETIN 1780-27 ' FCRM APPRO\}ED

(Automated 8-97 OMB. No. 0575-0015
LOAN RESOLUTION
{Public Bodies)
A RESOLVUTION OF THE Board of Directors
OF THE Lavalette Public Service District

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

FACILITY TO SERVE AN AREA LAWFULLY WITHIN ITS JURISDICTION TO

WHEREAS, it is necessary for the Lavalette Public Service District
(Public Body)
(herein after called Association) to raise a portion of the cost of such undertaking by issuance of its bonds in the principal amount of

TWO MILLION FIVE HUNDRED THIRTY-FOUR THOUSAND AND XX /100 DOLLARS ($2,534,000.00)

pursuant to the provisions of Chapter 16, Article 13A, West Virginia Code ;and

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

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

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

5. That upon default in the payments of any principal and acerued interest on the bonds or in the performance of any
covenant or agreement contained herein or in the instruments incident to making or insuring the loan, the Government
at its option may {a) declare the entire principal amount then outstanding and accrued interest immediately due and
payable, (b) for the account of the Association {payable from the source of funds pledged to pay the bonds or any other
legally permissible source), incur and pay reasonable expenses for repair, maintenance, and operation of the facility
and such other reasonable expenses as may be necessary to cure the cause of defauls, and/or (c) take possession of the
Tacility, repair, maintain, and operate or rent it. Default under the provisions of this resolution or any instrument incident to
the rnaking or insuring of the loan may be construed by the Government to constitute default under any other instrument
held by the Government and executed or assumed by the Association, and defaulf under any such instrument may be
construed by the Government to constitute default hereunder.

6. Not to sell, transfer, lease, or otherwise encumber the facility or any portion thereof, or interest therein, or permit others
to do so, without the prior written consent of the Government.

7. Notto defease the bonds, or o borrow money, enter into any contractor agreement, or otherwise incur any liabilities
for any purpose in connection with the facility (exclusive of normal maintenance) without the prior written consent of the
Government if such undertaking would involve the source of funds pledged to pay the bonds.

8. To place the proceeds of the bonds on deposit in 2n account and in a manner approved by the Government. Funds may be
deposited in institutions insured by the State or Federal Government or invested in readily marketable securities backed
by the full faith and credit of the United States. Any income from these accounts will be considered as revenues of the system.

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

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

Public reparting burden for this collection of information is estimated to averoge | hour per response, including the lime Jor reviewing

searching existing data sources, gathering and maintaining the daic needed, ond completing and reviewing ihe colfection of information. Send comments
regarding this burden estimate or any ather aspect of this collection of information, including suggestions for reducing the burden, fa Department of
Agriculture, Clearance Officer, OIRM, Room 404-W, Washington, DC 20250; and (o the Office of Management and Budger, Paperwork Reduction
Praject ((MR No (1575001 5} Washineinn T 20503




11. To acquire and maintain such -ance and fidelity bond coverage as may be requirr  the Government.

12. To establish and maintain suc). _oks and records relating to the operation of the faci.. . and its financial affairs and to
provide for required audit thereof as required by the Government, to provide the Government a copy of each such audit
without its request, and to forward to the Government such additional information and reports as it may from time fo

time require.

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

14. That if the Govemment requires that a reserve account be established, disbursements from that account(s} may be used
when necessary for payments due on the bond if sufficient funds are not otherwise available and prior approval of the
govemment is obtained. Also, with the prior written approval of the Govermnment, funds may be withdrawn and used
for such things as emergency maintenance, extensions to facilities, and replacement of short lived assets.

15. To provide adequate service to all persons within the service area who can feasibly and legally be served and to obtain
USDA’s concurtence prior to refusing new or adequate services to such persons. Upon failure to provide services which
are feasible and legal, such person shal! have a direct right of action against the Asseciation or public body.

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

17. To accept a grant in an amount not to exceed

under the terms offered by the Government; that

$ 2,226,000.00

Chairman

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

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

Association and the Government or assignee.

Yeas : i Nays O Absent { ;

IN WITNESS WHEREOF, the Board of Directors

of the

Lavalette Public Service District

has duly adopted this resolution and caused it

to be executed by the officers below in duplicate on this

(SEAL)

- bl

Y

Title

day of )

Lavalette Public Service District

By

Title



CERTIFICATION TO BE EXECUTED AT LOAN CLOSING

Chairman of the Lavalette Public Service District

I, the undersigned, as

hereby certify that the Board of Directors of such Association is composed of

3 constituting a quorum, were present at a meeting thereof duly called and

3 members, of whom

17th day of Nov , 2009 ; and that the foregoing resolution was adepted at such meeting

held on the

rebruary 4, 2011

by the votz shown above, 1 further certify that as of
the date of closing of the loan from the United States Department of Agriculture, said resolution remains in effect and has not been

rescinded or amended in any way.
Daled, this 2nd day of Feb ; _._._____2011




RUS Bulletin 1780-12
(Automated 11-97)

WATER OR WASTE SYSTEM GRANT AGREEMENT
UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL UTILITIES SERVICE

THIS AGREEMENT dated /Jfbﬂ'i I I, Z o1 between
Lavalette Public Service District

a public corporation organized and operating under
Chapter 16, Article 13A, West Virginia Code

(Authorizing Statute)
herein called "Grantee," and the United States of America acting through the Rural Utilities Service,
Department of Agriculture, herein called "Grantor," WITNESSETH:
WHEREAS

Grantee has deterrined to undertake a project of acquisition, construction, enlargement, or capital improveroent
of a (water) (sewer) system to serve the area under jurisdiction at an estimated cost of $ 6,260,000
and has duly authorized the undertaking of such project.

Grantee is able to finance not more than $ 2,734,000 of the development cost through revenues,
charges, taxes or assessments, or funds otherwise available to Grantee resulting in a reasonable user charge.

Said sum of $ 2.734,000 has been committed to and by Grantee for such project
development costs.

Grantor has agreed to grant the Grantee a sum not to exceed $ 3,526,000 or 36.33%  percent
of said development costs, whichever is the lesser, subject to the terms and conditions established by the Grantor,
Provided, however, that the proportionate share of any grant funds actually advanced and not needed for grant |
purposes shall be returned immediately to the Grantor. The Grantor may terminate the grant in whole, or in part, |
at any time before the date of completion, whenever it is determined that the Grantee has failed to comply with
the conditions of the grant.

As a condition of this grant agreement, the Grantee assures and certifies that it is in compliance with and will
comply in the course of the agreement with all applicable laws, regulations, Executive orders and other generally
applicable requirements, including those set out in 7 CFR 3015.205(b), which hereby are incorporated into this
agreement by reference, and such other statutory provisions as are specifically set forth herein.

NOW, THEREFORE, In consideration of said grant by Grantor to Grantee, to be made pursuant to

Section 306 (a) of the Consolidated Farm and Rural Development Act the purpose only of defraying a part not
to exceed _56.33% _percent of the development costs, as defined by applicable Rural Utilities Service
Instructions.

GRANTEE AGREES THAT GRANTEE WILL.:
A.  Cause said project to be constructed within the total sums available to it, including said grant, in

accordance with the project plans and specifications and any modifications thereof prepared by Grantee and
approved by Grantor.

Position 2
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B. Permit pericdic inspection of the construction by a representative of Grantor during construction.

C. Manage, operate and maintain the system, including this project if less than the whole of said system,
continuously in an efficient and economical manner.

D. Make the services of said system available within its capacity to all persons in Grantee's service area
without discrimination as to race, color, religion, sex, national origin, age, marital status, or physical or menial
handicap (possess capacity to enter into legal contract for services) at reasonable charges, including
assessments, taxes, or fees in accordance with a schedule of such charges, whether for one or more classes

of service, adopted by resolution dated , as may be modified from time to time by
Grantee. The initial rate schedule must be approved by Grantor. Thereafter, Grantee may make such modifications
to the rate system as long as the rate schedule remains reasonable and nondiscriminatory.

E. Adjust its operating costs and service charges from time to time to provide for adequate operation and
maintenance, emergency repair reserves, obsolescence reserves, debt service and debt service reserves.

F. Expand its system from time to time to meet reasonably anticipated growth or service requirements in
the area within its jurisdiction.

G. Provide Grantor with such periodic reports as it may require and permit periodic inspection of its
operations by a representative of the Grantor.

H. To execute any agreements required by Grantor which Grantee is legally authorized to execute.
If any such agreement has been executed by Grantee as a result of a loan being made to Grantee by Grantor
contemporaneously with the making of this grant, another agreement of the same type need not be executed
in connection with thas grant.

I. Upon any default under its representations or agreements set forth in this instrument, Grantee, at the
option and demand of Grantor, will repay to Grantor forthwith the original principal amount of the grant stated
herein above with the interest at the rate of 5 percentum per annum from the date of the default. Default by the
Grantee will constitute termination of the grant thereby causing cancellation of Federal assistance under the grant,
The provisions of this Grant Agreement may be enforced by Grantor, at its option and without regard to prior
waivers by it previous defaults of Grantee, by judicial proceedings to require specific performance of the terms of
this Grant Agreement or by such other proceedings in law or equity, in either Federal or State courts, as may be
deemed necessary by Grantor to assure compliance with the provisions of this Grant Agreement and the laws and
regulations under which this grant is made. '

J. Retumn immediately to Grantor, as required by the regulations of Grantor, any grant funds actually
advanced and not needed by Grantee for approved purposes.

K. Use the real property including land, land improvements, structures, and appurtenances thereto, for
authorized purposes of the grant as long as needed.

1. Title to real property shall vest in the recipient subject to the condition that the Grantee shall use the
real property for the authorized purpose of the original grant as long as needed.

2. The Grantee shall obtain approval by the Grantor agency for the use of the real property in other
projects when the Grantee determines that the property is no longer needed for the original grant
purposes. Use in other projects shall be limited to those under other Federal grant programs or
programs that have purposes consistent with those authorized for support by the Grantor.
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3. When the real property is no longer needed as provided in 1 and 2 above, the Grantee shall request
disposition instructions from the Grantor agency or its successor Federal agency. The Grantor agency
shall observe the following rules in the disposition instructions:

(a) The Grantee may be permitted to retain title after it compensates the Federal Government in
an amount computed by applying the Federal percentage of participation in the cost of the
original project to the fair market value of the property.

(b) The Grantee may be directed to sell the property under guidelines provided by the Grantor
agency. When the Grantee is authorized or required to seli the property, proper sales procedures
shall be established that provide for competition to the extent practicable and result in the highest
possible return.

[Revision 1, 04/17/1998]

(c) The Grantee may be directed to transfer title to the property to the Federal Government
provided that in such cases the Grantee shall be entitled to compensation computed by applying
the Grantee's percentage of participation in the cost of the program or project to the current fair
market value of the property.

This Grant Agreement covers the following described real property (use continuation sheets as necessary).

All real property associated with the water distribution system that is owned by the Lavalette Public
Service District.

L. Abide by the following conditions pertaining to equipment which is furnished by the Grantor or acquired
wholly or in part with grant funds. Equipment means tangible, non-expendable personal property having a useful
life of more than one year and an acquisition cost of $5,000 or more per unit. A Grantee may use its own definition
of equipment provided that such definition would at least include all equipment defined above.

[Revision 1, 04/17/1998]

1. Use of equipment.

(a) The Grantee shall use the equipment in the project for which it was acquired as long as
needed. When no longer needed for the original project, the Grantee shall use the equipment in
connection with its other Federally sponsored activities, if any, in the following order of prionty:

(1) Activities sponsored by the Grantor,

(2) Activities sponsored by other Federal agencies.

(b) Durnng the time that equipment is held for use on the project for which it was acquired, the
Grantee shall make it available for use on other projects if such other use will not interfere with
the work on the project for which the equipment was originally acquired. First preference for
such other use shall be given to Grantor sponsored projects. Second preference will be given to
other Federally sponsored projects.
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2. Disposition of equipment. When the Grantee no longer needs the equipment as provided in paragraph
(a) above, the equipment may be used for other activities in accordance with the following standards:

(a) Equipment with a current per unit fair market value of less than $5,000. The Grantee may use
the equipment for other activities without reimbursement to the Federal Government or sell the
equipment and retain the proceeds.

(b) Equipment with a current per unit fair market value of $5,000 or more. The Grantee may retain
the equipment for other uses provided that compensation is made to the original Grantor agency or
its successor. The amount of compensation shall be computed by applying the percentage of
Federal participation in the cost of the original preject or program to the current fair market value or
proceeds from sale of the equipment. If the Grantee has no need for the equipment and the
equipment has further use value, the Grantee shall request disposition instructions from the original
Grantor agency.

The Grantor agency shall determine whether the equipment can be used to meet the agency's
requirements. If no requirement exists within that agency, the availability of the equipment shall be
reported, in accordance with the guidelines of the Federal Property Management Regulations
(FPMR), to the General Services Adrinistration by the Grantor agency to determine whether a
requirement for the equipment exists in other Federal agencies. The Grantor agency shall issue
instructions to the Grantee no later than 120 days after the Grantee requests and the following
procedures shall govern:

(1) If so instructed or if disposition instructions are not issued within 120 calendar days after
the Grantee's request, the Grantee shall sell the equipment and reimburse the Grantor

agency an amount computed by applying to the sales proceeds the percentage of Federal
participation in the cost of the original project or program. However, the Grantee shall be
permitted to deduct and retain from the Federal share ten percent of the proceeds, for
Grantee's selling and handling expenses.

(2) If the Grantee is instructed to ship the equipment elsewhere the Grantee shall be
reimbursed by the benefiting Federal agency with an amount which is computed by applying
the percentage of the Grantee participation in the cost of the original grant project or program
to the current fair market value of the equipment, plus any reasonable shipping or interim
storage costs incurred.

(3) If the Grantee is instructed to otherwise dispose of the equipment, the Grantee shall be
reimbursed by the Grantor agency for such costs incurred in its disposition.

3. The Grantee's property management standards for equipment shall also include:

(a) Records which accurately provide for: a description of the equipment; manufacturer's serial
number or other identification number; acquisition date and cost; source of the equipment;
percentage (at the end of budget year) of Federal participation in the cost of the project for which the
equipment was acquired; location, use and condition of the equipment and the date the information
was reported; and ultimate disposition data including sales price or the method used to determine
current fair market value if the Grantee reimburses the Grantor for its share.

(b) A physical inventory of equipment shall be taken and the results reconciled with the equiprment
records at least once every two years to verify the existence, current utilization, and continued need
need for the equipment.
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(c) A control system shall be in effect to insure adequate safeguards to prevent loss, damage, or
theft of the equipment. Any loss, damage, or theft of equipment shall be investigated an fully
documented.

(d) Adequate maintenance procedures shall be implemented to keep the equipment in good
condition.

(e) Proper sales procedures shall be established for unneeded equipment which would provide for
competition to the extent practicable and result in the highest possible return.

This Grant Agreement covers the following described equipment (use continuation sheets as necessary).

None.

M. Provide Financial Management Systems which will include:

1. Accurate, current, and complete disclosure of the financial results of each grant. Financial reporting will
be on an accrual basis.

2. Records which identify adequately the source and application of funds for grant-supported activities.
Those records shall contain information pertaining to grant awards and authorizations, obligations,
unobligated balances, assets, liabilities, outlays, and incorne.

3. Bffective control over and accountability for all funds, property and other assets. Grantees shall
adequately safeguard all such assets and shall assure that they are used solely for anthorized purposes.

4. Accounting records supported by source documentation.

N. Retain financial records, supporting documents, statistical records, and all other records pertinent to the
grant for a period of at least three years after grant closing except that the records shall be retained beyond the
three-year period if audit findings have not been resolved. Microfilm or photo copies or similar methods may be
substituted in lieu of original records. The Grantor and the Comptroller General of the United States, or any of
their duly authorized representatives, shall have access to any books, documents, papers, and records of the
Grantee's government which are pertinent to the specific grant program for the purpose of making audits,
examinations, excerpts and transcripts.

O. Provide information as requested by the Grantor to determine the need for and complete any necessary
Environmental Impact Statements.

P. Provide an audit report prepared in accordance with Grantor regulations to allow the Grantor to
determine that funds have been used in compliance with the proposal, any applicable laws and regulations and
this Agreement.

Q. Agree to account for and to return to Grantor interest earned on grant funds pending their disbursement
for program purposes when the Grantee is a unit of local govemment. States and agencies or instrumentality’s of
states shall not be held accountable for mterest earned on grant funds pending their disbursement.
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R. Not encumber, transfer or dispose of the property or any part thereof, furnished by the Grantor or
acquired wholly or in part with Grantor funds without the written consent of the Grantor except as provided in item
K above.

S. To include in all contracts for construction or repair a provision for compliance with the Copeland * Anti-
Kick Back" Act (18 U.S.C. 874) as supplemented in Department of Labor regulations (29 CFR, Part 3). The
Grantee shall report all suspected or reported violations to the Grantor.

T. To include in all contracts in excess of $100,000 a provision that the contractor agrees to comply with all |
the requirements of the Clean Air Act (42 U.S.C. §7414) and Section 308 of the Water Pollution Control Act (33
U.S.C. §1318) relating to inspection, monitoring, entry, reports, and information, as well as all other requirements |
specified in Section 114 of the Clean Air Act and Section 308 of the Water Pollution Contro] Act and all regulations
and guidelines issued thereunder after the award of the contract. In so doing the Contractor further agrees:

[Revision 1. 11/20/1997]

1. As a condition for the award of contract, to notify the Owner of the receipt of any communication from
the Environmental Protection Agency (EPA}) indicating that a facility to be utilized in the performance of the
contract is under consideration to be listed on the EPA list of Violating Facilities. Prompt notification is
required prior to contract award.

2. To certify that any facility to be utilized in the performance of any nonexempt contractor subcontract is
not listed on the EPA list of Violating Facilities pursuant to 40 CFR Part 32 as of the date of contract award.

[Revision 1, 11/20/97]

3. To include or cause to be included the above criteria and the requirements in every nonexempt
subconitract and that the Contractor will take such action as the Government may direct as a means of
enforcing such provisions.

As used in these paragraphs the term **facility” means any building, plan, installation, structure, mine, vessel or
other floating craft, location, or site of operations, owned, leased, or supervised by a Grantee, cooperator,
contractor, or subcontractor, to be utilized in the performance of a grant, agreement, contract, subgrant, or
subcontract. Where a location or site of operation contains or includes more than one building, plant, installation,
or structure, the entire location shall be deemed to be a facility except where the Director, Office of Federal
Activities, Environmental Protection Agency, determines that independent facilities are co-located in one
geographical area.

Grantor Agrees That It:

A. Will make available to Grantee for the purpose of this Agreement not to exceed $3,526,000.00.
which it will advance to Grantee to meet not to exceed 36.33%  percent of the project development costs of the
project in accordance with the actual needs of Grantee as determined by Grantor.

B. Will assist Grantee, within available appropriations, with such technical assistance as Grantor deems
appropriate n planning the project and coordinating the plan with local official comprehensive plans for sewer and
water and with any State or area plans for the area in which the project is located.

C. At its sole discretion and at any time may give any consent, deferment, subordination, release,
satisfaction, or termination of any or all of Grantee's grant obligations, with or without valuable consideration, upon
such terms and conditions as Grantor may determine to be (1) advisable to further the purpose of the grant or to
protect Grantor's financial interest therein and (2) consistent with both the statutory purposes of the grant and the
limitations of the statutory authority under which it is made.
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Termination of This Agreement

This Agreement may be terminated for cause in the event of default on the part of the Grantee as provided
in paragraph I above or for convenience of the Grantor and Grantee prior to the date of completion of the grant
purpose. Termination for convenience will occur when both the Grantee and Grantor agree that the continuation
of the project will not produce beneficial results commensurate with the further expenditure of funds.

In witness whereof Grantee on the date first above written has caused these presence to be executed by
its duly authorized

and attested and its corporate seal affixed by its duly authorized

g g &

By:

(Title) 73 /7//;//

By:

(Title)

UNITED STATES OF AMERICA

R UTI¥ATIES SERVICE |
B@ ,Am,/a/ , 7 2 Mioa T @ﬁﬁ/@/&
(Title)




LAVALETTE PUBLIC SERVICE DISTRICT

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

RECEIPT OF DEPOSITORY BANK

The undersigned duly authorized representative of JP Morpgan Chase, Huntington,
West Virginia (the “Bank™), hereby certifies that on February 4, 2011, the Bank received an automated
transfer in the amount of $154,137.63 to the credit of the Series 2011 A Bonds Construction Trust Fund,
Account Number 935997817,

WITNESS my signature on this 4th day of February, 2011.

JP MORGAN CHASE

By: 2 é;; /Z%ﬁ Z;
Tis: Adithorized Officer

01.20.11
509380.00006
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(FORM OF BOND)

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2010 A
(UNITED STATES DEPARTMENT OF AGRICULTURE}

$

No. AR-1 Date:

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein
called “Borrower”) promises to pay to the order of the United States of America (the
“Government”), or its registered assigns, at its National Finance Office, St. Louis, Missouri 63103,
or at such other place as the Government may hereafier designate in writing, the principal sum of

. (3 ), plus interest on the
unpaid principal balance at the rate of % per annum. The said principal and interest shall
be paid in the following installments on the following dates: Monthly installments of interest only,
commencing 30 days following delivery of the Bond and continuing on the corresponding day of
each month for the first 24 months after the date hereof, and $ . covering principal and
interest, thereafter on said corresponding day of each month, except that the final installment shali
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 herembelow.
The consideration herefor shall support any agreement modifying the foregoing schedule of
payments.

Tf the total amount of the loan is not advanced at the time of loan closing, the loan
shall be advanced to Borrower as requested by Borrower and approved by the Government and
interest shall accrue on the amount of each advance from ifs 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 coruputed to the effective date of the payment and then to principal.

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

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

While this Bond is held by an insured lender, prepayments as above authorized made
by Borrower may, at the option of the Government, he remitted by the Government to the holder
12
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promptly or, except for final payment, be retamed by the Government and remitted to the holder on
either a calendar quarter basis or an annual instaliment due date basis. The effective date of every
payment made by Borrower, except payments retained and remitted by the Government on an annual
nstallment due date basis, shall be the date of the United States Treasury check by which the
Govemnment remits the payment to the holder. The effective date of any prepayment retained and
remitted by the Government to the bolder on an anmual instaliment due date basis shall be the date of
the prepayment by Borrower and the Government will pay the interest to which the holder is entitled
accruing between the effective date of any such prepayment and the date of the Treasury check to the
holder.

Any amount advanced or expended by the Government for the collection hereof or to
preserve or protect amy security hexefor, or otherwise under the terms of any securily or other
instrument executed in connection with the loan evidenced hereby, at the option of the Government
shall become a part of and bear inferest 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 anthorized by the Government.

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

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of additions,
extensions and improvements to the waterworks system (the “System™) of the Borrower, is payable
solely from the revenues to be derived from the operation of the Systera after there have been first
paid from such revenues the reasonable curzent costs of operation and maintenance of the System.
This Bond does not in any manner constitute an indebtedness of the Borrower within the meaning of
any constitutional or statutory provision or limitation.

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

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

This Bond has been issued under and in full compliance with the Constitution and
stanites of the State of West Virginia, including, among others, Chapter 16, Asticle 13A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted

, 2010, authorizing issuance of this Bond (the “Resolution™).

13
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a loan from

If at any time it shall appear to the Government that Borrower may be able to obtain
a responsible cooperative or private credit source at reasonable rates and terms for loans

for similar purposes and periods of time, Borrower will, at the Government’s request, apply for and

accept such

Joan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the

Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended.
This Bond shall be subject to the present regulations of the Government and to its future regulations
ot inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND

SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER'S:

iy

(D)

(V)

(V)

WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS”);

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED
APRIL 23, 2004, ISSUED [N THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $533,721 (THE “SERIES 2004 A BONDS™);

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A
BONDS™);

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL. AMOUNT OF §$713,000 (THE “SERIES 2006 B

BONDS™);

WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA

" INFRASTRUCTURE FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE

(VD

CH5219949

ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES
2006 C BONDS™); AND

WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,526,000 (THE “SERIES 2009 A
BONDS™);

WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED MAY 18, 2009 ISSUED  IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $843,000 (THE “SERIES 2009 B
BONDS"); AND

14



(VII) WATER REVENUE BONDS, SERIES 2010 B (UNITED STATES DEPARTMENT

OF AGRICULTURE), DATED , 2010 ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
3 (THE “SERIES 2010 B BONDS”).

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, SERIES 2006 C BONDS, SERIES 2009 A BONDS, AND SERIES 2009 B BONDS ARE
COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Depaitment of Agriculture,
the Bonds will be in default should any proceeds of the Bonds be used for a purpose that will
contribute to excessive erosion of highly erodible Jand or to the conversion of wetlands to produce
an agricultural commodity. ‘

15
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IN WITNESS WHEREOE, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bond to be executed by its Chairman and ifs corporate seal to be hereunto affixed or
imprinted hereon and attested by its Secretary, all as of the date hereinabove writter.

LAVALETTE PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board

16
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
1§ (19)
@ 20)
3 L)
@ @
&) T @3)
©) (24)
™ (25)
® 26)
©) @
(10) 28)
an 29)
(12) (30)
3 (1)
(14) (32)
(15) 33)
(16) - (34)
(an (35)
(18) (36)
TOTAL $
17
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(Form of Assignment)
ASSIGNMENT

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

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

registration of the within Bond of the said Issuer with full power of substitution in the premises.

Dated: , 20

In the presence of:

18
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(FORM OF BOND)

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2010 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$

No. BR-1 Date:

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein
called “Borrower”) promises to pay to the order of the United States of America (the
“Government”), or its registered assigns, at its National Finance Office, St. Louis, Missouri 63103,
or at such other place as the Government may hereafter designate in writing, the principal sum of

$ ), plus inferest on. the
unpaid principal balance at the rate of 9% per annum. The said principal and interest shall
be paid in the following installments on the following dates: Monthly instzliments of interest only,
commencing 30 days following delivery of the Bond and continuing on. the corresponding day of
each month, for the first 24 months after the date hereof, and § , covering principal and
interest, thereafter on said corresponding day of each month, except that the final installment shall
be paid at the end of 40 years from the date of this Bond, in the sum of the unpaid principal and
interest due on the date thereof, and except that prepayments may be made as provided hereinbelow.
The consideration herefor shall support any agreement modifying the foregoing schedule of
payments.

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

Every payment made on any indebtedness evidenced by this Bond shall be applied
first to interest computed to the effective date of the payment and then 1o principal.

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

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

While this Bond is held by an insured lender, prepayments as above autherized made
by Borrower may, at the option of the Government, be remitted by the Government to the holder

19
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promptly or, except for finat payment, be retained by the Government and remitted fo the holder on
either a calendar quarter basis or an annual instaliment due date basis. The effective date of every
payment made by Borrower, except payments retained and remitted by the Government on an annual
installment due date basis, shall be the date of the United States Treasury check by which the
Government remits the payment to the holder. The effective date of any prepayment retained and
remitted by the Government to the hotder on an annual installment due date basis shall be the date of
the prepayment by Borrower and the Government will pay the inferest to which the holder is entitled
accruing between the effective date of any such prepayment and the date of the Treasury check to the
holder.

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

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

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and ontstanding for the purpose of providing funds for financing costs of additions,
extensions and improvermnents to the waterworks system (the “System”) of the Botrower, is payable
solely from the tevenues to be derived from the operation of the System affer there have been first
paid from such revenues the Teasonable current costs of operation and maintenance of the System.
This Bond does not in any manaer constitute an ndebtedness of the Borrower within the meaning of
any constitutional or statutory provision or limitation.

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

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

This Bond has been issued under and in full compliance with the Constitution and
statuies of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act™), and a Resolution of the Borrower duly adopted

, 2010, anthorizing issuance of this Bond (the “Resolution”).
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If at any time it shall appear to the Government that Borrower may be able to obtain

a Joan from a responsible cooperative or private credit source at reasonable rates and terms for loans
for similar purposes and periods of time, Borrower will, at the Government’s request, apply for and
accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or iasured by the

Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended.
This Bond shall be subject to the present regulations of the Government and (o its future regulations
not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND

SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

@

(1D

CHS219949

WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS™);

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED
APRIL 23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $533,721 (THE “SERIES 2004 A BONDS”);

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A
BONDS™);

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT

"OF AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL

AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B
BONDS");

WATER REVENUE BONDS, SERIES 2006 € (WEST VIRGINIA
INERASTRUCTURE FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,518,050 (THE “SERIES
2006 C BONDS™);

WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,526,000 (THE “SERIES 2005 A
BONDS™);

WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $843,000 (THE “SERIES 2009 B
BONDS™); AND

21



(VID) WATER REVENUE BONDS, SERIES 2010 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED , 2010 ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINIAL AGGREGATE FPRINCIPAL AMOUNT OF
b (THE “SERIES 2010 A BONDS™).

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, SERIES 2006 C, SERIES 2009 A BONDS, AND SERIES 2009 B BONDS ARE
COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture,
the Bonds will be in default should any proceeds of the Bonds be used for a purpose that will
contribute fo excessive erosion of highly erodible fand or to the conversion of wetlands to produce
an agricultural commodity.
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[N WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bond to be executed by its Chairman and its corporate seal to be hereunto aifixed or
imprinted hereon and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
OB (19)
2) (20)
€); 2D
(4) (22)
&) 23)
(6) (24)
{7y (25)
& (26)
@) @7)
(10) (28)
(11) {29)
(12) (30
(13 €20,
(14) (32)
(15) 33)
(16) (34)
(17) 33
(18) (36)
TOTAL §
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(Form of Assignment)
ASSIGNMENT

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

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

registration of the within Bond of the said Tssuer with full power of substitution in the premises.

Dated: , 20

In the presence of:

CHS5219949




ARTICLE IV

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

Section 4.01. A. Establishment of Funds and Accounts with Depository Bank.
The following special funds or accounts are created (or continued is previously established by Pror
Resolution) with and shail be heid by the Depository Bank, separate and apart from all other funds
or accounts of the Depository Bank and from each other:

(1)  Revenne Fund (established by Prior Resolution);

()  Renewal and Replacement Fund (established by Prior Resolution); and

(3)  Series 2010 Bonds Project Construction Account.

B. Establishment of Funds and Accounts with Commission. The following special
funds or accounts are created {or contirued is previonsly established by Prior Resolution) with and

shall be held by the Cormmission, separate and apart from ail other funds or accounts of the
Commission and from each other:

(1)  Series 1972 Bonds Reserve Account {established by Prior Resolution);
(2)  Series 2004 A Bonds Sinking Fund (established by Prior Resolution);

(3)  Series 2004 A Bonds Reserve Account (established by Prior Resolution);
(4)  Series 2006 A Bonds Reserve Account (established by Prior Resolution);
(5)  Seres 2006 B Bonds Reserve Account {established by Prior Resolation);
(6) Series 2006 C Bonds Sinking Fund (established by Prior Resolution);

(7)  Series 2006 C Bonds Reserve Account {established by Prior Resolution);
(8)  Series 2009 A Bonds Reserve Account {established by Prior Resolution);
)  Series 2009 B Bonds Reserve Account (estzblished by Prior Resolution);
(10) Series 2010 A Bonds Reserve Account; and

(11) Series 2010 B Bonds Reserve Account.
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Section 4.02 Bond Proceeds; Project Construction Account. The proceeds of the
sale of the Series 2010 Bonds shall be deposited upon receipt by the Issuer in the Series 2010 Bonds
Project Construction Account. The monies in the Series 2010 Bonds Project Construction Account
in excess of the amount insured by FDIC shall be secured at all times by the Depository Bank by
securifies or in a manner lawful for the securing of deposits of State and municipal funds under
West Virginia Jaw. Monies in the Series 2010 Bonds Project Construction Account shall be
expended by the Issuer solely for the purposes provided herein.

Monies in the Series 2010 Bonds Project Construction Account shall be used solely to
pay the cost of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additiopally transfer from the Series 2010 Bonds Project Construction Account and pay to the
Purchaser on or before the due date, such sums as shall be from time to time required o make the
monthly instaliments on the Series 2010 Bonds if thers are not sufficient Net Revenues to make such
monthly payment.

Pending application as provided in this Section 4.02, money and funds i the 2010
Bonds Project Construction Account shall be invested and reinvested at the direction of the Issuer, to
the extent possible in accordance with applicable law, in Qualified Investments.

When acquisition and construction of the Project has been completed and all costs
thereof have been paid or provision for such payment has been rnade, any balance remairing in the
Series 2010 Bonds Project Construction Account shall be disposed of in accordance with the
regulations of the Purchaser.

Section 4.03.  Covenants of the Issuer as to System Revenues and Funds. So long
as any of the Series 2010 Bonds shall be outstanding and unpaid, or until there shall have been set
apart in the Series 2010 A Bonds Reserve Account and the Series 2010 B Bonds Reserve Acceunt, 2
sum sufficient to pay, when due or at the earliest practical prepayment date, the entire principal of
the Series 2010 A Bonds and Series 2010 B Bonds respectively remaining unpaid, together with
interest accrued and to accrue thereon, the Issuer further covenants with the Holders of the
Series 2010 Bonds as follows:

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

B.  DISPOSITION OF REVENUES. All Revenues at any time on deposit in
the Revenue Fand shall be disposed of only in the following order and priority, subject
to the provisions of the Prior Resolutions not otherwise modified herein:
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(1) The Issuer shall first, each month, pay from the Revemue Fund the
Operating Expenses of the System.

(2) The Yssuer shall mext, each month, on or before the due date
thereof, transfer from the Reveuue Fuud and simultaneously remit (1) to
the National Finance Office the amount required by the Prior Resohitions
to pay the interest on the RUS Bonds; (ii) to the holder of the Sexies 2004
A Bonds the amount required by Prior Resolution to pay interest on the
Series 2004 A Bonds; (iii) to the National Finance Office the amount
required to pay interest on the Series 2009 A Bonds; and (iv) to the
National Finance Office the amouni reqoired to pay interest on the Series
2009 B Bonds

(3)  The Issuer shall pext, each month, transfer from the Revenue Fund
and simultaneously, (i) on or before the due date thereof, remit to the
National Finance Office the arnount required by the Prior Resolutions to
pay the principal of the RUS Bonds; (i) to the Comumission the amount
required by Prior Resolution to pay the principal of the Series 2006 C
Bonds; (iif) to the holder of the Series 2004 A Bonds the amount required
by the Prior Resolutions o pay the principal on the Series 2004 A Bonds;
(iv) on or before the due date thereof, remit to the Natiopal Fmance
Office, commencing 24 months following the date of delivery of the
Series 2010 A Bonds, the amonnt required to amortize the principal of the
Series 2010 A Bonds over the life of the bond; and (v) on or before the
due date thereof, remit to the National Finance Office, commepcmg 24
months following the date of delivery of the Series 2010 B Bonds, the
amount required to amortize the principal of the Series 2010 B Bonds
over the life of the bond.

(4)  The Jssuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously (i) remit to the Commission the
amounts required by the Prior Resolutions to be deposited in the
respective Reserve Accounts for the Prior Bonds; (i) beginning ou the
date specified by the purchaser, but in any event not later than the 24th
monthly anniversary of the Closing Date, and continuing on each monthly
anniversary of the Closing Date thereafter, transfer from the Revenue
Fund and remit to the Commission, for deposit in the Series 2010 A
Bonds Reserve Account, an amount equal to 10% of the monthly payment
amount, until the amount in the Series 2010 A Bonds Reserve Account
equals 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; and (ili) beginning on the date specified
by the purchaser, but in any event not later than the 24th monthly
anniversary of the Closing Date, and confinuing on each monthly
armiversary of the Closing Date thereafter, transfer from the Revenue
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Fund aud remit to the Comimission, for deposit in the Series 2010 B
Bonds Reserve Account, an amount equal to 10% of the monthly payment
amount, until the amount in the Series 2010 B Bonds Reserve Account
equals the Series 2010 B Bonds Reserve Requirement; provided that, no
forther payments shall be made into the Series 2010 B Bonds Reserve
Account when there shall have been deposited therein, and as long as
there shall remain on deposit therein, an amount equal to the Series 2010
B Bonds Reserve Requirement.

(5)  The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and remit to the Depository Bank for deposit in the
Renewal and Replacement Fund, an amount equal to 2 1/2% of the Gross
Revenues each month, exclusive of any payments for account of any
Reserve Account. All funds in the Renewal and Replacement Fund shall
be kept apart from ail other funds of the Issuer or of the Depository Bank
and shali be invested and reinvested in Qualified Investments.
Withdrawals and disbursernents may be made from the Repewal and
Replacement Fund for replacements, repairs, improvements or extensions
to the System; provided that, any deficiencies in any Reserve Accounts
(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 exient required hereof)
shall be promptly ecliminated with monies from the Rencwal and
Replacement Fund.

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

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

The Comrmission is hereby designated as the Fiscal Agent for the administration
of the Series 2010 A Bonds Reserve Account. All amounts required for the Series 2010
A Bonds Reserve Account will be deposited therein by the Issuer upon transfers of
funds from the Revemme Fand at the times provided herein, together with written advice
stating the amount remitted for deposit into eacl such fund.

The Comrnission is hereby designated as the Fiscal Agent for the administration
of the Series 2010 B Bonds Reserve Accouni. All amounts required for the Series 2010
B Bonds Reserve Account will be deposited therein by the Issuer upon transfers of
fupnds from the Revenne Fund at the times provided herein, together with written: advice
stating the amount remitted for deposit into each such fund.
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The Revenue Fund shall constitute a Trust Fund and shall be used only for the
purposes and in the order provided herein, and until so used, the Purchaser shail have a
lien thereon for further securing payment of the Series 2010 Bonds and the interest
thereon, on a parity with the Prior Bonds.

The Series 2010 A Bonds Reserve Account shall constitute a trust fund and shall
be used only for the purposes and in the order provided herein, and until so used, the
Purchaser shall have a Hien thereon for further securing payment of the Series 2010 A
Bonds and the interest thereorn.

The Series 2010 B Bonds Reserve Account shall constitute a trust fund and shatk
be used ouly for the purposes and in the order provided berein, and uniil so used, the
Purchaser shall have a lien thereon for further securing payment of the Series 2010 B
Bonds and the inferest thereon '

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

Principal, interest or reserve payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Series 2010
Bonds and the Prior Bonds, in accordance with the respeciive principal amounts then
Quistanding.

Subject to the Prior Resolutions, the Cormmission shall keep the monies in the
Series 2010 A Bonds Reserve Account and Series 2010 B Bonds Reserve Account
invested and reinvested to the fullest extent possible in accordance with applicable law,
and to the extent practicable, in Qualified Investments having maturities consonant with
the required use thereof. Investments in any fond or account uuder this Bond
Legislation shall, unless otherwise provided herein or required by law, be valued at the
lower of cost or the then current market value, or at the redemption price thereof if
then redeemable at the option of the holder, including value of accrued mterest and
giving effect to the amortization of discount, or at par if such investment is held by the
“consolidated fund” managed by the West Virginia Board of Treasury Investments.
Any investment shall be held in and at all times deemed 2 part of the fund or account in
which such monies were originally held, and interest accruing thereon and any profit or
loss realized from such investment shall be credited or charged to the appropriate fund
or account. Earnings from monies in the Series 2010 A Bonds Reserve Account and
Series 2010 B Bonds Reserve Account, so long as the Minimum Reserve is on deposit
and maintaiped therein, shall be paid annually by the Cormnission to the Issuer and
deposited in the Reverme Fund.

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

D. USER CONTRACTS. ‘The Issuer shall, prior to delivery of the
Series 2010 Bonds, provide evidence that there will be at least 3,517 bona fide users
upon the System on completion, in full compliance with the requirements and
conditions of the Purchaser.

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

F. INVESTMENT OF EXCESS BALANCES. The monies in excess of the
sum insured by FDIC in any of such funds or accounts shall at all tunes 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 undex the laws of the
State of West Virginia.

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

H. GROSS REVENUES. The Gross Revenues of the System shall only be
used for purposes of the System.

ARTICLE V

GENERAL COVENANTS, ETC.

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

Section 5.02. Rates. So long as the Prior Bonds are outstanding, the Issuer will
maintain rates as required in the Prior Resolutions. The Issuer will, in the manner provided in the
Act, fix and collect such rates, fees or other charges for the services and facilities of the System, and
revise the same from time to time whenever necessary, as will always provide Revemies in each
Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the anmal debt
service on the Series 2010 Bonds and the Prior Bonds and sufficient to make the payments required
herein into all funds and accounts and all the necessary expenses of operating and maintaining the
System during such Fiscal Year and such rates, fees and other charges shall not be reduced so as to
be insufficient to provide adequate Revenues for such purposes.
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Section 5.03. Sale of the System. So long as the Prior Bonds are outstanding, the
Issuer shall not sell, morstgage, lease or otherwise dispose of the System or any part thereof, except
as provided in the Prior Resolutions. The System will not be sold without the prior written consent
of the Purchaser so long as the Series 2010 Bonds are outstanding. Such comsent will provide for
disposition of the proceeds of any such sale.

Section 5.04.Issuance of Additional Parity Bonds or Obligations. No additional Parity
Bonds or obligations payable out of any of the Revenues of the System shall be 1ssued, except with
the prior written consent of the Purchaser. No Parity Bonds shall be issued after issuance of the
Series 2010 Bonds unless the provisions contained in the Prior Resolution respecting issuance of
Parity Bonds have been satisfied.

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

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

So long as the Series 2010 Bonds and the RUS Bonds are Qutstanding, no Parity Bonds
shall be issued at any time, however, unless there has been procured and filed with the Secrefary 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 foliowing:

(1)  The Bonds Outstanding;

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

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

The foregoing limitation may be waived or modified by the written comsent of the
Holders of the RUS Bonds, representing 75% of the then-outstanding principal indebtedness. In the
event the foregoing limitation is waived or when the Series 2010 Bonds and the RUS Bonds are no
longer outstanding, the following parity requirement shall be met:

So long as the Series 2006 C 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 actually
derived, subject to the adjustments hereinafter provided for, from the System during amy 12
consecutive months, within the 18 months immediately preceding the date of the actnal issuance of
such Parity Bonds, plus the estimated average increased aanual Net Revenues expected to be
received in each of the 3 succeeding years after the completion of the improvements to be financed
by such Parity Bonds, if any, shail 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:
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(1)  The Bonds then Outstanding;

()  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 expected fo be received in each
of the 3 succeeding vears,” as that term is used in the computation provided in the above paragraph,
shall tefer only to the increased Net Revenues estimated to be derived from the improvesnents to be
financed by such Parity Bonds and any increase in rates adopted by the Issuer, the time for appeal of
which shall have expired prior to the 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 herein above referred to may be adjusted by adding to such Net Revenues such additional Net
Revemues which would have been received, in the opimion of the Independent Cerfified Public
Accountants, on account of increased rates, rentals, fees and charges for the System adopted by the
Issuer, the time for appeal of which shall have expired prior to issuance of such Parity Bonds.

All covenants and other provisions of this Bond Legislation (except as to details of such
Parity Bonds inconsistent herewith) shall be for the equal bepefit, protection and security of the
Holders of the Bonds and the Holders of any Parity Bonds subsequently issued from time to time
within the limitations of and in compliance with this section. All Bonds, regardless of the time or
times of their issuance, shall rank equally with respect to their lien on the revenues of the System
and their source of and security for payment from said revenues, without preference of any Bond
over any other. The Issuer shall comply fulty with all the mcreased 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 the revenues of the System is subject to the
prior and superior liens of the Series 2010 Bonds on such revemues. 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 2010 Bonds.

No Parity Bonds shall be issued at any time, however, unless all of the payments into
the respective funds and accounts provided for in this Bond Legislation with respect {o 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 the Parity Bonds, and the Tssuer then be in fill
compliance with all the covenants, agreements and terms of this Bond Legislation.
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Section 5.05. Insurance and Bonds. The Issuer hereby covenants and agrees that it
will, as an expense of construction, operation and majntenance of the System, procure, carry and
maintain, so long as the Series 2010 Bonds remain outstanding, insurance with a reputable insurance
carrier or carriers covering the following risks and in the following amounts:

(2)  Fire. Lightning, Vandalism, Malicious Mischief and
Extended Coverage Insurance, to be procured upon acceptance of any part

of the Project from the contractor, and immediately upon any portion of
the System pow in use, on all above-ground structures of the System and
mechanical and electrical equipment in place or stored on the sife m an
arpount equal to the fuil insurable value thereof. In the event of any
damage to or destruction of any portion of the System, the Issuer will
promptly arrange for the application of the insurance proceeds for the
repair or recomstruction of such damaged or destroyed portion. The
Tssuer will itself, or will require each contractor and subcontractor to,
obtain and maintain builder’s risk insurance to protect the mierests of the
Issuer during construction of the Project in the full insurable value
thereof.

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

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

(d) Workers’ Compensation Coverage for All Employees of the
District Eligible Therefor and Performance apd Payment Bonds, such
bonds to be in the amounts of 100% of the construction contract, will be
required of each prime contractor, and such payment bonds have been or
will be filed with the Clerk of the County Commission of said County
prior to commencement of construction of the Project in compliance with
West Virginia Code Section 38-2-39. Workers’ compensation coverage
shail be maintained as required by the laws of the State of West Virginia.
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{(¢)  Flood Insurance to be procured, to the exfent available at
reasonable cost to the Issuer; however, if the System is located in a
community which has been notified as having special flood or mudslide
prone areas, flood insurance must be obtained.

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

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

Section 5.06. Stamtory Mortgage Lien. For the further protection of the Holdex
of the Series 2010 Bonds, a statutory mortgage lien upon the System is granted and created by the
Act, on a parity with the Prior Bonds, which stahitory mortgage lien is hereby recognized and
declared to be valid and binding and shall take effect immediately upon the delivery of the
Series 2010 Bonds.

Section 5.07. Events of Default. Each of the following evenis is hereby declared
an “Bvent of Default™:

(a) Failure to make payment of any monthly amortization
installment upon the Series 2010 Bonds at the date specified for payment
thereof;

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

(¢) Tf a default occurs with respect to the Prior Bonds or the
Prior Resolutions.

Section 5.08. Enforcement. Upon the happening of any Event of Default specified
above, then, and in every such case, the Purchaser may proceed to protect and enforce its rights by
an appropriate action in any court of competent jurisdiction, either for the specific perfermance of
any covenant or agreement, of execution of any power, or for the enforcement of any proper legal
or equitable remedy as shall be deerned most effectual to protect and enforce such rights.
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Upon application by the Purchaser, such court may, upon proof of such default,
appoint a tecejver for the affairs of the Issuer and the System. The receiver so appointed shall
administer the System on behalf of the Issuer, shall exercise alf the rights and powers of the Issuer
with respect to the System, shall proceed under the direction of the court to obtain authorization to
increase rates and charges of the System, and shall have the power to collect and receive all '
revenues and apply the same in such manner as the court may direct; provided that, all rights and
remedies of the Holders of the Prior Borids shall be on a parity with the Series 2010 Bonds.

Section 5.09. Fiscal Year: Budget. While the Series 2010 Bonds are outstanding
and unpaid and to the extent not now prohibited by Jaw, 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 maintenaace expenses of
the System in excess of the Annual Budget shall be made during such Fiscal Year unless
unanimousty authorized and directed by the Governing Body. Copies of each Annual Budget shall
be delivered to the Purchaser by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before the 1st day
of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month until the
adoption of the Annual Budget; provided, however, that no such monthly budget shall exceed the
budget for the corresponding month in the next year preceding by more than 10%; and provided
further, that adoption of a Budget of Current Expenses shall not consiitute compliance with the
covenant to adopt an Annual Budget unless failure to adopt an Annual Budget be for a reason beyond
the control of the Issuer. Each such Budget of Current Expenses shall be mailed immediately to the
Purchaser.

Section 5.10. Compensation of Members of Governing Body. The Issuer hereby
covenants and agrees that no compensation for policy direction shall be paid to the members of the
Governing Body in excess of the amount permitted by the Act. Payment of any compensation to any
such member for policy direction shall not be made if such payment would cause the Net Revenues
to fall below the amount required to meet all payments provided for herein, nor when there is default
in the performance of or compliance with any covenant or provision hereof.

Section 5.11. Covenant to Proceed and Complete. The Issuer hereby covenants to
proceed as promptly as possible with the acquisition and construction of the Project to corpletion
thereof in accordance with the plans and specifications prepared by the Consulting Engineer on file
with the Secretary on the date of adoption hereof, subject to permitfed changes.

Section 5.12. Books and Records; Audits. The Issuer will keep books and records
of the System, which shall be separate and apart from all other books, records and accounts of the
Issuer, in which complete and correct entries shall be made of all transactions relating fo the System,
and the Purchaser shall have the right at all reasonable times to inspect the System and all records,
accounts and data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said books, records and accounts of the
System fo be properly audited by an independent competent firm of certified public acconntants and
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shall mail a copy of such audit report to the Purchaser. The Issuer shail further comply with the Act
with respect to such books, records and accounts.

Section 5.13. Maintenance of System.  The Issuer covenants that it will
continuously operate, in an ecomomical and efficient manner, and maintain the System as a
revenue-producing utility as hereln provided so long as the Series 2010 Bonds are outstanding.

Section 5.14. No Competition. To the extent legzily allowable, the Issuer will not
permit competition with the System within its boundaries or within the territory served by it and will
not grant or cause, consent to or allow the granting of any franchise, permit or other authorization
for any person, firm, corporation, public or private body, agency or instrurmnentality whatsoever to
provide any of the services supplied by the System within the boundaries of the Issuer or within the
territory served by the System.

ARTICLE VI
RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges: Rules.

A. The initial schedule of rates and charges for the services and facilities of the
Systerm, subject to change consonant with the provisions hereof, shall be as set forth in the
Recommended Decision of the Public Service Commission of West Virginia entered August 31,
2006 and Corrective Order dated September 4, 2009 in Case No. 09-0650-PWD-CN and are
incorporated herein by reference as a part hereof.

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

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

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

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

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

ARTICLE VI

MISCELLANEOUS

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

Except through such direct payment to the Holder of the Series 2010 Bonds, the Issuer
may not defease the Series 2010 Bonds or otherwise provide for payment thereof by escrow or like
INATNET.

Section 7.02. Modification or Amenlment. The Bond Legislation may not be
modified or amended after final passage without the prior written consent of the Purchaser.

Section 7.03. Delivery of Bonds. The Chajrman, Secretary and Treasurer of the
Governing Body are hereby authorized and directed to cause the Series 2010 Bonds, hereby awarded
to the Purchaser pursuant to prior agreement, to be delivered to the Purchaser as soon as the
Purchaser will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of the
covenants, agreements or provisions hereof should be held contrary to any express provision of law
or contrary to the policy of express law, although not expressiy prohibited, or against public policy,
or shall for any reason whatsoever be held invalid, then such covenants, agreements or provisions
shail be null and void and shall be deemed severable from the remaining covepants, agreements or
provisions hereof, and shall in no way affect the validity of all tbe other provisions hereof or the
Series 2010 Bonds.

Section 7.05. Conflicting Provisions Repealed. The Prior Resolutions and all
parts thereof not expressly hereby changed shall comtinue in full force and effect and this Bond
I egislation shall be supplemental to the Prior Resolutions.
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All resolutions and orders, or parts thereof, in conflict with the provisions hereof are,
to the extent of such conflicts, hereby repealed; provided that this Section shall not be applicable to
the Loan Resolution (Form FinHA 442-47).

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

Section 7.07. Covenant of Due Procedure, Bte. The Issuer covenants that alf acts,
conditions, things and procedures required (o exist, to happen, to be performed or fo 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 Jaws and Constituion of the State of West Virginia applicable thereto; and that the
Chairmnan, Secretary and members of the Governing Body were at all times when any actions in
connection with fhis Resolution occurred and are duly in office and duly qualified for such office.

Section 7.08. Effective Time. This Resolution shall take effect immediately upon

its adoption.

[Remainder of Page Intentionally Blank]
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Adopted this 4tk day of March, 2010.
" LAVALETTE PUBLIC SERVICE DISTRICT

By @MW

fts: Chairman <{
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CERTIFICATION

Certified a (rue copy of a Resolution duly adopted by the Public Service Board of
LAVALETTE PUBLIC SERVICE DISTRICT on the 4th day of March, 2010.

Dated: March 8, 2010.

[SEAL}

12.01.09
509380.00005
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SPECIMEN

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2010 A

(GNITED STATES DEPARTMENT OF AGRICULTURE)

$2,165,000
No. AR-1 Date: March 8, 2010

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein called
“Borrower”) promises to pay to the order of the United States of America (the “Government™), or its
registered assigns, at its National Fimance Office, St. Louis, Missouri 63103, or at such other place as the
Government may hereafter designate in writing, the principal sum of TWO MILLION ONE HUNDRED
SIXTY-FIVE THOUSAND DOLLARS ($2,165,000), plus interest on the unpaid principal balance at the
rate of 4.25% per annum, The said principal and interest shall be paid in the following installments on the
following dates: Monthly installments of interest only, commencing 30 days following delivery of the
Bond and continuing on the corresponding day of each month for the first 24 months after the date hereof,
and $9,591, covering principal and interest, thereafter on said corresponding day of each month, except
_ that the final instaliment shall be paid at the end of 40 years from the date of this Bond, in the sum of the
unpaid principal and interest due on the date thereof, and except that prepayments may be made as
provided hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

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

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

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

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

While this Bond is held by an insured lender, prepayments as above authorized made by

Borrower may, at the option of the Government, be remitted by the Government to the holder promptly
or, ‘except for final payment, be retained hy the Government and remitted to the holder on either a
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calendar quarter basis or an annua} installment due date basis. The effective date of every payment made
by Borrower, except payments retained and remitted by the Government on an annual installment due
date basis, shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the Govemment to
the holder on an annual installment due daté basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the effective date of
any such prepayment and the date of the Treasury check o the holder.

Any amount advanced or expended by the Government for the collection hereof or fo
preserve or protect any security herefor, or otherwise under the terms of any security or other instrument
executed in connection with the loan evidenced hereby, at the option. of the Government shall become a
part of and bear interest at the same rate as the principal of the debt evidenced hereby and be immediately

due and payable by Borrower to the Government without demand. Borrower agrees to use the loan
evidenced hereby solely for purposes authorjzed by the Government.

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

This Bond, together with any additional bonds ranking on. a parity herewith which may
be issued and outstanding for the purpose of providing funds for financing costs of additions, extensions
and improvements to the waterworks system (the “System”) of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there have been first paid from such
cevenues the reasonable current costs of operation and maintenance of the System. This Bond does not in
any manner constitute an indebtedness of the Borrower within the meaning of any constitutional or
statutory provision or limitation.

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

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

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted March 4,
2010, authorizing issuance of this Bond (the “Resolution”).

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

This Bond is given as evidence of a loan to Borrower made or insured by the Government

pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended. This Bond shall be
subject to the present regulations of the Government and to its firture regulations not inconsistent with the
express provisions hereof., '

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE OF

AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

®
(m
(m
av)
)
VD
(VI

I
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. WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF

AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS”);

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL, AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS”);

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A BONDS™);

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS”),

WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES 2006 C BONDS”), AND

WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT OF
AGRICULTURR), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,526,000 (THE “SERIES 2009 A BONDS”);

WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $843,000 (THE “SERIES 2009 B BONDS™); AND

WATER REVENUE BONDS, SERIES 2010 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MARCH 8, 2010 ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $237,000 (THE “SERIES
2010 B BONDS”).



THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, SERIES 2006 C BONDS, SERIES 2009 A BONDS, AND SERIES 2009 B BONDS ARE
COLLECTIVELY, THE “PRIOR BONDS.”

Tn accordance with the requirements of the United States Department of Agriculture, the
Bonds will be in defauit should any proceeds of the Bonds be used for a purpose that will confribute to

excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricultural
commedity.

[Remainder of Page Intentionally Biank]
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N WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted hereon
and attested by its Secretary, all as of the date hereinabove writter.

I AVALETTE PUBLIC SERVICE DISTRICT

[CORPORATE SEAL}

ATTEST:

N

Seoretary, Public s%\@m
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE . - AMOUNT DATE
(1) $150,228.58 March 8, 2010 (193
@) (20
3y D)
@) (22)
5) (23)
©) (24)
) (25)
@) (26)
©) @7)
(103 (28)
(D) (29)
(12) (30)
(13) GD)
(14) (32)
(15) (33)
(16) )
(a7 (35)
(18) 36)
TOTAL 3%
b
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(Form of Assignment)
ASSIGNMENT

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

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

Dated: , 20 .

In the presence of:
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SPECIMEN

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2010 B

(UNITED STATES DEPARTMENT OF AGRICULTURE})

$237,000
No. BR-1 Date: March 8, 2010

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein calied
“Borrower”) promises to pay to the order of the United States of America (the “Government™), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place as the
Govemnment may hereafter designate in writing, the principal sum of TWO HUNDRED THIRTY-
SEVEN THOUSAND DOLLARS ($237,000), plus interest on the unpaid principal balance a the rate of
3.25% per annum. The said principal and inferest shall be paid in the following installments on the
following dates: Monthly installments of interest only, commencing 30 days following delivery of the
Bond and continuing on the corresponding day of each month for the first 24 months after the date hereof,
and $908, covering principal and interest, thereafter on said corresponding day of each month, except that
the final instaliment 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 ag
provided hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

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

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

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

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

While this Bond is held by an insured lender, prepayments as above authorized made by

Borrower may, at the option of the Government, be remitted by the Government to the holder promptly
or, except for final payment, be retained by the Government and remitted to the holder on either a
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calendar quarter basis or an znnual installment dne date basis. The effective date of every payment made
by Borrower, except payments retained and remitted by the Government on an annual installment due
date basis, shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the Government to
the holder on an annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled aceruing between the effective date of
any such prepayment and the date of the Treasury check fo the holder.

Any amount advanced or expended by the Govetnment for the collection hereof or to
preserve or protect any security herefor, or otherwise under the terms of any security or other instrument
executed in connection with the loan evidenced hereby, at the option of thé Government shall becorme a
part of and bear imterest 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. Borfower agrees to use the loan
evidenced hereby solely for purposes authorized by the Government.

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

This Bond, together with any additional bonds ranking on a parify herewith which may
be issued and outstanding for the purpose of providing funds for financing costs of additions, extensions
and improvements to the waterworks system (the “System”) of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there have been first paid from such
revenues the reasonable current costs of operation and maintenance of the System. This Bond does not in
any manner constitufe an indebtedness of the Bomower within the meaning of amy comstitutional or
statutory provision or limitation,

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

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

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted March 4,
2010, authorizing issuance of this Bond (the “Resolution™).

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

" This Bond is given as evidence of a loan to Borrower made or insured by the Government

pursuant to the Copsolidated Farm and Rurat Development Act of 1965, as amended. This Bond shall be
subject to the present regulations of the Government and to its future regulations not inconsistent with the
express provisions hereof,

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE OF

AND SECURITY FOR PAYMENT, WITH THE BORROWER'S:

®

(D

(1)

av)

)

(VD

(VID

(VID
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WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF §$370,000 (THE “SERIES 1972 BONDS™);

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS™),

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A BONDS”),

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,0600 (THE “SERIES 2006 B BONDS");

WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF §1,918,050 (THE “SERIES 2006 C BONDS™);

WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 18, 2009 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,526,000 (THE “SERIES 2009 A BONDS”);

WATER REVENUE BCNDS, SERIES 2009 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 1§, 2009 ISSUED 1IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $843,000 (THE “SERIES 2009 B BONDS”); AND

WATER REVENUE BONDS, SERIES 2010 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MARCH 8, 2010 ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINIAL AGGREGATE PRINCIPAL AMOUNT OF $2,165,000 (THE “SERIES
2010 A BONDS™).



THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, SERIES. 2006 C, SERIES 2009 A BONDS, AND SERIES 2009 B BONDS ARE
COLLECTIVELY, THE “PRIOR BONDS.”

fn accordance with the requirements of the United States Department of Agriculture, the
Bonds will be in default should any proceeds of the Bonds be used for a purpose that will contribute to

excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricuttural
commodity.

[Remainder of Page Intentionally Blank]

CH5219777



IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chaitman and its corporate seal to be hereunto affixed or imprinted hereon
and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

ATTEST:

Secretaxy, Public Servz
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EXHIBITA

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $10,250 March 8, 2010 (19)
3 ‘ (20
() (21)
4 ' (22)
) (23)
(6) . (24)
(N (25)
(8 {26)
& 27)
(10) (28)
) (29)
(12) (30)
(13) &D))]
{10 (32)
(15) . (33)
{16) (34)
a7 (35}
(13 : (36)
TOTAL $
6
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(Form of Assignment)
ASSIGNMENT

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

: the within

Bond and does hereby irrevocably constitute and appoint _ , Attormey

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

Dated: | .20

In the presence of:
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Section 1.03
Section 1.04

Section 2.01
Section 2.02

Section 3.01
Section 3.62
Section 3.03
Section 3.04
Seciion 3.05
Section 3.06
Section 3.07
Section 3.08
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LAVALETTE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2009 A; ard
Water Revenue Bonds, Series 2009 B
{United States Department of Agriculture)

BOND RESOLUTION
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LAVALETYTE PUBLIC SERVICE BISTRICT
RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE PROPERTIES
CONSISTING OF ADDITIONS, IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS SYSTEM OF
LAVALETTE PUBLIC SERVICE DISTRICT, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED
THEREOF, THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN §1,526,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2009 A
(UNITED STATES DEPARTMENT OF AGRICULTURE) AND OF
NOT MORE THAN $843,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2009 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)
DEFINING AND PRESCRIBING THE TERMS AND PROVISIONS
OF THE BONDS; PROVIDING GENERALLY FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE HOLDER OF
THE BONDS; AND PROVIDING WHEN THIS RESOLUTION
SHALL TAKE EFFECT

BE IT RESOLVED AND OQORDERED BY THE PUBLIC SERVICE BOARD OF
LAVALETTE PUBLIC SERVICE DISTRICT:

ARTICLE

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01.  Authority for this Resolution. This Resolution is adopted pursuant to
the provisions of Chapter 16, Article 13A of the West Virginiz Code of 1931, as amended (the “Act”),
and other applicable provisions of law. Lavalette Public Service District (the “Issuer”) is a public
corporation, public service district and political subdivision of the State of West Virginia in Wayne
County of said State, duly created pursuant to the Act by The County Commission of Wayne County.

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

A The Issuer cwrently owns and operates a public waterworks system and
desires to finance and acquire, construct, operate and maintain certain additional public service
properties consisting of additions, improvements and extensions to such existing waterworks facilities
with all appurtenant facilities, within the boundaries of the Issuer to be owned and operated by the
Issuer.
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B. It 15 deemed essential, convenient and desirable for the health, welfare, safety,
advaniage and convenience of the inhabitants of the Issuer, and, accordingly, it is hereby ordered, that
there be acquired and constructed certain additions, improvements and extensions to the existing
waterworks facilities of the Issuer, consisting of construction of waterline extension to provide service
to approximately 193 residences along County Route 37 in Wayne County, together with all necessary
appurtenant facilities (the “Project™), particularly described in and according to the plans and
specifications prepared by the Consulting Engineer and heretofore filed in the office of the Secretary
of the Public Service Board (the “Goveming Body™) of the Issuer. The existing waterworks facilities
of the Issuer, together with the Project and any further additions, improvements or extensions thereto,
are herein called the “System.” The acquisifior and construction of the Project and the financing
hereby authorized and provided for are public purposes of the Issuer and are ordered for the purpose of
mesting arnd serving public convenience and necessity,

C. The estimated revenues to be derived in each year from the operation of the
Systermn after completion of the Project will be sufficient to pey all costs of operation and maintenance
of the System, the principal of and interest on the Bouds (hereinafter defined) and all funds and
accounts and other payments provided for herein.

. D The estimated maximum cost of the acquisition and construction of the
Project is $4.,208,000 of which 31,526,000 will be obtained from the proceeds of sale of the
Series 2009 A Bonds; $843,000 will be obtained from the proceeds of sale of the Series 2009 B Bonds
herein authorized; and $1,839,000 as a grant from the Purchaser.

E. The Issuer has heretofore temporarily financed the design and other
preliminary costs of the Project by the issuance of the Waterworks Revenue Design Bonds, Series
2007 A (West Virginia Infrastructure Fund), dated August 28, 2007 in the original aggregate principal
amount of $200,000 (the “Series 2007 A Bonds™).

F. The Series 2007 A Bonds were issued pursuant to a Resolution of the Issuer
dated August 21, 2007 for such purpese {such resolution, as amended and supplernented is herein
called the “Series 2007 A Resolution™) '

G. It is deemed necessary and desirable for the Issuer fo pay the Series 2007 A
Bonds. ' '

H. 1t is necessary for the Issuer to issue its Water Revenue Bonds, Series 2009 A
{United States Department of Agriculture) and Water Revenue Bonds, Series 2009 B (United States
Department of Agriculture), in the respective aggregate principal amounts of $1,526,000 and $843,000
(collectively, the “Series 2009 Bonds™), to pay the Series 2007 A Bonds and finance a portion of the
cost of such acquisition and construction in the manner hereinafter provided. The cost of such
acquisition and construction shail be deemed to include, without being limited to, the acquisition and
construction of the Project; the cost of all property rights, easements and franchises deemed necessary
or convenient therefor and for the improvements and extensions thereto; interest on the Series 2009
Bonds; engineering, fiscal agents and legal expenses; expenses for estimates of costs and revenues;
expenses for plans, specifications and surveys; other expenses necessary or incident to detemmining the
feasibility or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident ‘o the financing herein authorized, and the acquisition and construction of the
properties and the placement of same in operation; provided that, reimburseraent to the Issuer for any
amounts expended by it for the repayment of indebtedness incwrred for costs of the Project by the
Issuer shall be deemed costs of the Project,
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L The pericd of usefulness of the System after completion of the Project is not
less than 40 years,

J. After payment of the Series 2007 A Bonds, there are outstanding obligations
of the [ssuer which will rank on a parity with the Series 2009 Bonds as to liens, pledge and source of
and security for payment being the Issuer’s: (i) Water Revenue Bonds, Series 1972 (United States
Department of Agricuiture), dated fuly 17, 1873, issued in the original aggregate principal amount of
$370,000 {the “Series 1972 Bonds™); (i) Water Revenue Bonds, Series 2004 A (United Bank, Inc.),
dated Apri] 23, 2004, issued in the original aggregate principal amount of $533,721 (the “Series 2004
A Bonds™), (iii) Weter Revenue Bonds, Series 2006 A (United States Department of Agriculture),
dated Febroary 23, 2006, issued in thé original aggregate principal amount of §2,000,000 (the “Series
2006'A Bonds™); (iv) Water. Revenue Bonds, Serfes 2006 .B- (United States Department of
Agticulture), dated February 23, 2006, issued in the original aggregate principal amount of $713,000
(the “Series 2006 B Bonds™), and (v} Water Reverue Bonds, Series 2006 C (West Virginia
Infrastructure Fund), dated February 23, 2006, issued in the original aggregate pringipal amount of
$1,918,050 (the “Series 2006 C Bonds™) (collectively, the “Prior Bonds™). Other than the Prior Bonds,
there are no other outstanding bonds or obligations of the Issuer which rank prior to or on a parity with
the Series 2009 Bonds as to liens, pledge and/or source of and security for payment.

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

K. It is in the best mterest of the Issuer that the Series 2009 Bonds be sold to the
Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated April 25, 2008, and
all amendments thereto, if any (collectively, the “Letter of Conditions”).

L. The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System, including,
without limitation, the imposition of rates and charges, and the issuance of the Series 2009 Bonds, or
will have so complied prior to fssuance of the Series 2009 Bonds, including, among other things and
without limitation, obtaining a certificate of public convenience and necessify and approval of the
financing and necessary user rates and charges from the Public Service Commission of West Virginia
by final order, the time for rehearing and appeal of which have expired or shall have been duly waived
or otherwise provided for.

Section 1.03, Bond Lepislation Constitutes Contract. In considerafion of the
acceptance of the Series 2009 Bonds by those who shall be the Registered Owner of the same from
time to time, this Resolution (the “Bond Legislation™) shall be deemed to be and shall constifute &
contract between the Issuer and such Registered Owner, and the covenants and agreements set forth
herein fo be performed by the Issuer shall be for the benefit, protection and security of the Registered
Qwner of the Series 2009 Bonds.

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

“Act” means Chapter 16, Article 13A of the West Virginia Code of 1931, as amended.
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“Bond Legislation” means this Resolution and all resolutions supplemental hereto and
amendatory hereof,

“Bond Registrar” raeans the lssuer, which shall usually so act by its Secretary.
“Bonds™ means, collectively, the Series 2009 Bonds and the Pricr Bonds,
“Chairman” means the Chairman of the Governing Body,

“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. |

: “Conpsulting Engineer” means E.L. Robinson, Cross Lanes, West Virginia, or any
qualified engineer or firm of engineers which shall at any time hereafter be retained by the Jssuer as
Consulting Engineer for the System.

“Costs™ or “Costs of the Project” means those costs described in Section
1.02 (D) hereof. :

“Depository Bank™ means United Bank, Inc., Huntingion, Wayne County, West
Virginia, 2 bank or trust company which is a member of FDIC (herein defined), and its successors and
assigns. '

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

“EDIC” means the Federal Deposit Insurance Corporation,

“Piscal Year" means each 12-month period beginning on July 1 and ending on the
suceeeding June 30, ‘

“Governing Body” means the Public Service Board of the Issuer.

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

“Grants” means, collectively, all grants committed for the Project.

“Hetein™ or “herein” means in this Bond Legislation.

“Issuer,” “Borrower” or “District” means Lavalette Public Service District, a public
service district, a public corporation and a political subdivision of the State of West Virginia, in

Wayne County, West Virginia, and ncludes the Governing Body.

“Letter of Conditions” means, collectively, the Letter of Conditions of the Purchaser
dated April 25, 2006 and all amendments thereto, if any.
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“Minimum Reserve” means, as of any date of calculation, the maximum amount of
principal and interest which will become due on the Series 2008 Bonds in the then current or any
succecding vear,

“Net Revenues” means the balance of the Grogs Revenues, as defined below,
remaining after deduction of Operating Bxpenses, as defined beJow.

“Operating Expenses” means the current expenses, paid or accrued, of operafion and
maintenance of the Project and the System and its facilities, and includes, without limiting the
generality of the foregoing, insurance premiums, salaries, wages and administrative expenses of the
Issuer relating and chargeable sclely to the Project and the Systern, the accumulation of appropriate
reserves for charges not annually recurrent but which' are such as may reasonably be expected to be
incurred, and such other reasomable operating costs as are normally and regularly included under
recognized accounting principlés and retention of a sum not to exceed one-sixth of the budgeted
Operating Expenses stated above for the current year as working capital, and language herein requiring
payment of Operating Expenses means also retention of aot fo exceed such surmn as working capital;
provided fhat, all monthly amortization payments upon the Bonds and into all funds and accounts have
been made to the last monthly payment date prior to the date of such refention,

“prior Bonds” means, collectively, the Series 1972 Bonds, Series 2004 A Bonds,
Series 2006 A Bonads, Series 2006 B Bonds, and Series 2006 C Bonds.

“Prior Resolution” means, collectively, the resolutions of the Issuer, respectively,
adopted authorizing the issuance of the Prior Bonds.

“Project” shall have the meaning stated in Section 1,02B above.

“Purchaser” or “Government” means United States Department of Agriculture, Rurai
Utilities Service, and any successot thersof, acting for and on behalf of the United States of America.

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

(a} Government Obligations;

(b} Govemnment Obligations which have been stripped of
their unmatured interest couwpons, interest coupons stripped from
Government Obligations, and receipts or certificafes evidencing
payments from Government Obligations or interest coupons stripped
fromn Governinent Obligations;

() Bonds, debentures, notes or other evidences of
indebtedness issued by any of the following agencies: Banks for
Cooperatives; Federal Intermediate Credit Banks; Federal Home Loan
Bank Systern; Export-fmport Bank of the United States; Federal Land
Banks, Government National Mortgage Association; Tennessee
Valley Authority; or Washingion Mefropolitan Area Transit
Authority;
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{d) Any bond, debenture, note, participation certificate or
other similar obligations issued by the Federal Nationa] 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 feith and ctedit of the
United States of America;

{e) Time accounts {including accounts evidenced by time
certificafes of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by & pledge of Government Obligations,
provided, that said Government Obligations pledged either must
mature as nearly as practicable coincident with fhe maturity of said
time accounts or myst be replaced or increased so that the market
value thersof is always at least equsl to the principal amount of said
time accounts;

(f) - Money market funds or similar Fuﬁds whose only
assets are invsstments of the type described in paragraphs (a) through
(&) above;

(2) Repurchase agreements, fitlly secured by investments

of the types described in paragraphs (a} through (e} above, with banks
or netional 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 ot 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 coliateral, and such coiiateral must be free of all claims by
third parties;

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

{1 Obligations of States or political subdivisions or
agencies thereof, the Interest on which is exciuded from gross income
for federal income tax purposes, and which are rated at least "A” by
Moody’s Investors Service or Standard & Poor’s Corporation,

“Registered Owners,” “Bondholders,” “Holders of the Bonds” or any similar term
means any person who shall be the registered owner of the Bonds.

“Resolutions” means, collectively, the Prior Resolutions and the Bond Legislation.
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“Revenues” or “Gross Revenues” means all rates, rents, fees, charges or other income
received by the Issuer, or accrued to the Issuer, or any department, board, agency or instrumentality
thereof in control of the management and operation of the System, from the operation of the System,
and al} parts thereof, all as caleulated in accordance with sound accounting practices.

“RUS Bonds” means, collectively, the Series 1972 Bonds, Series 2006 A Bonds and
Series 2006 B Bonds.

“Secretary” means the Secretary of the Govern ing Body.

“Series 1972 Bonds” means the Issuer’s Water Revenue Bonds, Series 1972 (United
States Department of Agricuiture), dated July 17, 1973, issued in the original aggregats principal
amount of $370,000,

 “Series 2004 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2004 A
(United Bank, Inc.), dated April 23, 2004, issusd in the original aggregete principal amount of
$533,721.

“Series 2006 A Bonds” means the Issuer's Water Revenue Bonds, Series 2006 A
(United States Department of Agriculture), dated February 23, 2006, issued in the original aggregate
principal amount of $2,000,000.

“Gerics 2006 B Bonds” means the Issuer's Water Revenue Bonds, Series 2000 B
{United States Department of Agriculture), dated February 23, 2006, issued in the original aggregate
principal amount of $713,000.

“Series 2006 C Bonds” means the Issuer's Water Revenue Bonds, Series 2006 C
(West Virginia Infrastructure Fund), dated February 23, 2006, issued in the original aggregats
principal amount of $1,918,050, °

“Qeries 2007 A Bonds” means the Jssuer’s Waferworks Revenue Design Bonds, Series
2007 A (West Virginia Infrastructure Fund), dated August 28, 2007 issued in the originel aggregate
principal amount ox $200,000. :

“Series 2007 ‘A Resclution” means the resolution authorizing the Series 2007 A
Bonds.

“Series 2009 A Bonds” means the Water Revenue Bonds, Series 2009 A (United
States Department of Agriculturs), authorized hereby to be issued pursuant to this Bond Legislation.

“Geries 2009 B Bonds” means the Water Revenue Bonds, Series 2005 B (United
States Department of Agriculture), authorized hereby 1o be issued pursuant to this Bond Legislation.

“System” means the complete public waterworks system of the Issuer, presently
existing in its entirety or-any integral part thereof, and shall include the Project and any improvements

and extensions thereto hereafter acquired or constructed for the System from any sources whatsoever.

“Fap Fees” means the fees, if any, paid by prospective customers of the System in
order fo connect thereto,
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Words importing singular number shall incivde the plural number in each case and
vice versa; words itnporting persons shail include firms and corporations; and words umporting the
masculine, feminine or neuter gender shall include any other gender; and any requirement for

~<ecution or attestation of the Bonds or any certificate or other document by the Chairman or the

Secretary shall mean that such Bonds, ceitificate or other document may be executed or attested by an
Acting Chairman or Acting Secretary, ’
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ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT AND PAYMENT
OF THE SERIES 2007 A BONDS :

Section 2.01.  Authorization of Payment of Acguisition and Construction of the
Projest. There is hereby authorized and ordered the acquisition and construction of the Project, at an
estimated cost of $4,208,000, in accordance with the plans and specifications which have been
prepared by the Consulting Engineers, heretofore filed in the office of the Governing Body.

Section 2.02.  Awhorization of Pavment of the Series 2007 A Bonds. There is
hereby authorized and ordered the payment in full of the entire outstanding prificipal of and interest on
the Series 2007 A Bonds on the Closing Date. The cost of which will bs paid from the proceeds of the
Series 2009 Bonds. Upon payment of the Serfes 2007 A Bonds, any funds pledged in favor of the
holders of the Series 2007 A Bonds imposed by the Ssries 2007 A Resolution are hereby ordered
terminated, discharged and released.
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ARTICLE JII

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01,  Authorization of Bonds. A, Subject and pursuant to- the
provisions of the Bond Legisiation, the Series A Bonds of the Issuer, to be known as “Water Revenue
Bends, Series 2009 A (United States Department of Agriculture)”, are hereby authorized to be issued
in the aggregate principal amount of $1,526,000, for the purpose of paying the Series 2007 A Bonds
and financing the cost of the acquisition and construction of the Project.

B.  ‘Subject and pursuant to the provisions of the Bond Legislation, the Series B
Bonds of the Issuer, to be known as “Water Revenue Bonds, Series 2009 B (United States Department
of Agriculture)”, are hereby avthorized to be issued in the aggregete principal amount of $843,000, for
the purpose of paying the Series 2007 A Bonds and financing the cost of the acquisition and
‘construction of the Project.

‘Section 3,02, Description of Bonds., A. The Series 2009 A Bonds shall be issued in
single form, numbered AR-1, only as a fully registered Bond, and shall be dated the date of delivery
thereof. The Series 2009 A Bonds shall bear interest from the date of delivery, payable monthly at the
rate of 4.5% per annuin, and shall be soid for the par value thereof. The said principal and interest
shall be paid in the following installments on the following dates: Monthly installments of interest
only, commencing 30 days following delivery of the Bond and continuing on the corresponding day of
each month for the first 24 months after the date hereof, and $7,005, covering principal and interest,
thereafier on said corresponding day of each month, except that the final installment shall be paid at
the end of 40 years from the date of this Bond.

The Series 2069 A Bonds shall be subject to prepayment of scheduled monthly
instaliments, or any portion thereof, at the option of the Issuer, and shall be payable as provided in the
" respective Bond forms hiereinafter set forth.

B. The Series 2009 B Bonds shall be issued in single form, numbered BR-1, only as a
fuily registered Bond, and shall be dated the date of delivery thereof. The Series 2009 B Bonds shal!
bear interest from the date of delivery, payable monthly at the rate of 4.375% per annum, and shall be
sold for the par value thereof. The said principal and interest shall be paid in the following
installments on the following dates: Monthly installments of interest only, commencing 30 days
following delivery of the Bond aud continuving on the corresponding day of each month for the first
24 months after the date hereof, and $3,802, coveriag principal and interest, thereafler on said
corresponding day of each month, except that the final instaliment shall be paid at the end of 40 years
from the date of this Bond.

The Series 2009 B Bonds shall be subject to prepa)fment of scheduled monthly

installments, or any portion thereof, at the option of the Issuer and shall be payable as provided in the
respective Bond forms hereinafter set forth.
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Section 3.03.  Negotiability. Registration. Transfer and Exchange of Bonds. The
Series 2009 Bonds shall be and have ail the qualities and incidents of 2 negotiable instrument under the
Uniform Commercial Code of the State of West Virginia, but the Series 2009 Bonds, and the right to
principal of and stated interest ca the Series 2009 Bonds, may only be transferred by transfer of the
registration thereof upon the books required to be kept pursuant to Section 3.04 hereof, by the party ini
whose name it is registered, in person or by attorney duly authorized in writing, upcn surrender of the
Series 2009 Bonds for cancellation, accompanied by delivery of a written instrument of transfer, duly
executed in a form accepiable to the Bond Registrar.

Whenever the Series 2009 Bonds shall be surrendered for registration of transfer, the
Issuer shall execute and deliver a new Bond or Bonds in authorized deporninations, for a like
aggregate principal amount. The Bond Registrar shall require the payment by the new owner
requesting such transfer of any tax or other governmental charge required to be paid with respect to
such transfer, but the Issuer shall pay any other expenses incurred by the Bond Registrar with respect
to such transfer,

No registration of transfer of the Series 2009 Bonds shall be permitted to be made
after the 15th day next preceding any installment payment date on the Series 2009 Bonds.

Section 3.04_Bond Registrar. The Issuer shalf be the Bond Registrer and will keep, or
cause to be kept by its agent, at its office, sufficient books for the registration and transfer of the
- Series 2009 Bonds, and, upon presentation for such’ purpose, the Bond Registrar shal), under such
" reasonable regulations as it may prescribe, register the Serfes 2009 Bonds initialfy-issued pursuant

hereto and register the transfer, or cause to be registered by its agent, on such books, the transfer of the
- Series 2009 Bonds as hereinbefore provided.

The Bond Registrar shali accept the Series 2009 Bonds for registration or transfer only
if ownership thereof is to be registered in the name of the Purchaser, an individual (including joint
ownership), a corporation, a partnership or a trust, and only upon receipt of the social security number
of each individual, the federal employer identification number of each corporation or partnership or the
social security numbers of the settlor and beneficiaries of each trust and the federal employer
tdentification number znd date of each frust and the name of the trustee of each trust and/or such other
identifying nmumber and information as may be required by law. The Series 2009 Bonds shall initially
be fully registered as o both principal and interest in the name of the Unjted States of America. So
Iong as the Series 2009 Bonds shall be registered in the name of the United States of America, the
address of the United States of America for registration purposes shall be National Finance Office, St
Louis, Missouri 63103, or such other address as shall be stated m writing to the Issuer by fthe
United States of America.

Section 3.05. Bxecution of Bonds. The Series 2009 Ronds shall be executed in the
narme of the Issuer by the Chairman and its corporate seal shall be affixed thereto and attested by the
Secretary. In case any one or more of the officers who shall have signed or sealed the Series 2009
Bonds shall cease to be such officer of the Issuer before the Series 2009 Bonds so signed and sealed
haye been actually sold and delivered, such Bonds may nevertheless be sold and deliversd as herein
provided and may be issued as if the person who signed or sealed such Bonds had not ceased to hold
such office. The Series 2009 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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Sectipn 3.056. Bonds Mutilated, Destroved. Stolen or Lost. In case the Series 2009
Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may in its discretion issue and
deliver a new Bond of like tenor as the Bonds so mutilated, destroyed, stolen or lost, in exchange and
substitution for such mutilated Bonds or in lieu of and subsiitution for the Bonds destroyed, stolen or
lost, and upon the holder’s furnishing the Issuer proof of his ownership thereof and complying with
such other reasonzble regulations and conditions as the [ssuer may require. The Series 2009 Bonds so
surrendered shall be canceled and held for the account of the I[ssuer. If the Series 2009 Bonds shall
have matured or be about to mature, instead of issting a substitute Bond the Issuer may pay the same,
and, if such Bond be destroyed, stolen or lost, without surrender thereof.

Sestion 3.07. Bonds Secured by Pledee of Net Revenues. The payment of the debt
service of the Series 2009 Bonds shall be secured forthwith by a first lien on the Net Revenues derived
from the System, on a parity with the Prior Bonds. The Net Revenues derived from the Systern in an
amount sufficient to pay the principal of and interest on the Series 2009 Bonds and the Prior Bonds,
and to make the payments as hereinafter provided, are hereby irevocably pledged to the payment of
the principal of and interest on the Series 2009 Bonds and the Prior Bonds as the same become due.

Section 3.08. Form of Bonds. Subject to the provisions hersof, the text of the
Series 2009 Bonds and the other details thereof shall be of substantially the following tenor, with such
omissions, insertions and variations as may be authorized or permitted hereby or by any resolution
adopted aftér the date of adoption hereof and prior to the issuance thereof:
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(FORM OF BOND)

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 A
(UNFTED STATES DEPARTMENT OF AGRICULTURE)

5

No. AR-1 L : Date:

FOR 'VALUER RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein
called “Borrower’) promises to pay fo the order of the United States of America (the “Government™),
or its registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of

(% ), plus interest on the
unpaid principal balance at the rate of % per annum. Lhe said principal and interest shall be
paid in the following installmeats on the following dates: ~ Monthly installments of interest only,
commencing 30 days following delivery of the Bond and continuing or the corresponding day of each
month for the first 24 months after the date herecf, and § , covering principal and interest,
thereafter on said corresponding day of each month, except that the final instaliment shall be paid at
the end of 40 years from the date of this Bend, in the sum of the unpaid principal and interest due on
the date thereof, and except that prepayments may be made as provided hereinbelow, The
considertion herefor shall suppoxt any agreement modifying the foregoing schedule of payments.

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

Every payment made on any indebtedness evidenced by this Bond ghall 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 Botrower, Refunds and exira payments, as defined in the regulations of the
Government according to the source of funds involved, shall, after payment of inferest, be applied to
the wnstalliments last to become due under this Bond and shall not affect the obligation of Borrower fo
pay the remaining instaliments as scheduled herein.

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

While this Bond is held by an insured lender, prepayments 2s above authorized made
by Borower may, at the option of the Government, be remitted by the Govermment to the holder
promptly or, except for final payment, be retained by the Government and remiited to the helder on
either a calendar quarter basis or an annual installment due date basis. The effective date of every
payment made by Borrower, except payments retained and remitted by the Government on an annual
nstaliment due date basis, shal} be the date of the United States Treasury check by which the
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Government remits the payment to the holder. The effective date of any prepayment retained and
remitted by the Government to the holder on an annual installment due date basis shall be the date of
the prepayment by Borrower and the Government will pay the interest to which the holder is entitled
accruing between the effective date of any such prepayment and the date of the Treasury check to the
holder.

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

Borrower hcreby certifies that it is unable -0 obtam sufficient credit eisewhere. to
finance its actual needs at reasonable rates and terms, taking into consideration prevailing private and
cooperative rates and terms in or near its commumty for loans for similar purposes and periods of
time.

This Bond, together with any additional bonds ranking on a parity herewith which
may be issved and outstanding for the purpose of providing funds for financing costs of additions,
extensions and improvements to the waterworks system (the “System”) of the Borrower, is payable
soiely from the revenues to be derived from the operation of the System after there heve been first paid
from such revenues the reasonable current costs of operation and mantenance of the System. This
Bond does not in any manner constitute an indebtedness of the Borrower within the meaning of any
constitutional or statutory provision or limitation.

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

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

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article I3A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Bormrower duly adopted

, 2009, authorizing issuance of this Bond (the “Resclution™).

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

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE
OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

o WATER REVENUE RONDS, SERIES 1972 {UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS™);

()  WATERREVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE FRINCIPAL AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS"),

(I WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A
BONDS™):;

(IV)  WATERREVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 20606 B BONDS™);

(V)  WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,518,050 (THE “SERIES 2006 C BONDS™); AND

(VI WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT OF

AGRICULTURE), DATED , 2009 ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$ (THE “SERIES 2009 B BONDS”)

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, AND SERIES 2006 C BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Depariment of Agriculture,
the Bonds will be m default should any proceeds of the Bonds be used for a purpose that will
coniribute to excessive erosion of highly erodible land or to the conversion of wetlands to preduce an
agricultural commodity.
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
thiz Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted
hereon and atiested by its Secretary, all a3 of the date hereinabove written.

LAVALETTE PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board
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(Form cf}

EXHIBIT A
RECORD OF ADVANCES
AMOUNT DATE AMOUNT -DATE
(I ’ (1%}
@ (20)
y . (zh)
(4) ' 22y
(5 (23)
(&) : (24)
(M (2%)
(8} (26)
€2} . (Z7)
(10) , (28)
(11) (25}
(12) (30}
(13) S (31}
14 (32)
(15) (33)
(i3 (34)
(17 : 35)
(18) ‘ (36)
TOTAL §
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(Form of Assignment)
ASSIGNMENT

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

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

Dated: l >

In the presence oft

CH3002575.1 18




(FORM OF BOND)

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 B

(UNITED STATES DEPARTMENT OF AGRICULTURE)

3

No. BR-1 _ - Date:

FOR VALYE RECEIVED, LAVALETTE PUBLIC SERVICE- DISTRICT (herein
called “Borrower”) promises to pay to the order of the United Stafes of America (the “Governmient”),
or its registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Govemnment may hereafter designate in writing, the principal sum of

(% J, plus interest on the
nnpaid principal balance at the rate of % per annum. The said principal and interest shali be
paid in the following instailments on the following dates: Monthly instaliments of intersst only,
commsneing 30 days following delivery of the Bond and continuing on the comresponding day of each
month for the first 24 months after the date hereof, and § , covering principal and inferest,

.thereafier on said corresponding day of each month, except that the final installment shall be paid at
the end of 40 yeers from the date of this Bond, in the sum of the unpaid prineipal and interest due on
the date thereof, and except thai prepayments may be made as provided hereinbelow. The
consideration herefor shall support any agreement rmodifying the foregoing schedule of payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made at any
time at the option of Borrower. Refunds and extra payments, as defined in the regulations of the
Government according to the source of funds involved, shall, after payment of interest, be applied fo
the insteilments last to become dne under this Bond and shall rot affect the obligation of Borrower to
pay the remaining instaliments as scheduled herein.

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

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

Any amount advanced or expended by the Government for the collection hereof or to
preserve or protect any security herefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan ovidenced hereby, at the option of the Government
shall become a part of and bear interest at the seme rate as the principal of the debt evidenced hereby
and be immediately due and payzble by Botrower to the Government without demand. Borrower
agrees to use the loan ev;dence:d hereby soIeiy for purposes authonzed by the Govcmment

Borrower hereby certsf' fes that it is unable to obtam sufﬁcmnt credrt elsewhere to
finance its actual needs at reasonable rates and terms, taking into consideration prevailing private and
cooperative rates and terms in or near its community for loans for similar purposes and periods of
tirme.

This Bond, together with any additional bonds ranking on a parity herewith which
may be issued and outstanding for the purpose of providing funds for financing costs of additions,
extensions and improvements to the waterworks system (the “System”) of the Borrower, is payable
solely from the revenues fo be derived from the operation of the System after there have been first paid
from such revenues the reasonable current costs of operation and maintenance of the System., This
Bond does not in any manner constitute an indebtedness of the Borrower within the meaning of any
constitutional or statutory provision or limitation.

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

This Bond, under the provisions of the Act, is and has ail the qualities and in¢idents of
a negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may
only be transferred by transfer of registration hercof with the Bond Registrar,

This Bond has been issued under and in full compIiance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Ariicle 13A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted

, 2009, authorizing issuance of this Bond (the “Resolution™).

If at any time it shall appear to the Government that Borrower may be able to obtain 2
loan from a responsibie cooperative or private credit source at reasonable rates and terms for joans for
similar purposes and periods of time, Borrower will, at the Government’s request, apply for and accept
such foan in sufficient amount o repay the Government.

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

THIS BOND IS ISSUED ON A PARITY, AS TOIL[ENS, PLEDGE AN SOURCE

OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

(VD

(VIID)

(1X)

X)

(x5

an

WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1572 BONDS™);

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED
APRIL 23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT
OF $533,721 (THE “SERIES 2004 A BONDS™);

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF §$2,000,000 (THE ¢“SERIBS 2006 A
RBONDS™);

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGCREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS”);

WATER. REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, [SSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES 2006 C BONDS™); AND

WATER REVENUE BONDS, SERIES 200% A (UNITED STATES DEPARTMENT OF

AGRICULTURE), DATED , 2009 ISSUED CONCURRENTLY HEREWITH
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF § {THE
“SERIES 2009 A BONDS™).

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, AND SERIES 2006 C BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture,

the Bonds will be in default should any proceeds of the Bonds be used for a purpose that will
contribuie to excessive erosion of highly erodible fand or to the conversion of wetiands to produce an
agricultural commodity.
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IN WITNESS WHERBOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted
hereon and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]

Chairmarn, Public Service Board

ATTEST:

Secretary, Public Service Board
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(Form of)

EXHIBITA

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

O3 . {19)
2y (20)
(3) eh
@ @)
() @3y
©) (24)
) (25)
® (26)
© @1
(10) (28)
(15) @9)
(12) (30)
(i3) (3D
(14) (32)
(i5) (33)
(16) (34)
an (35)
(18) | (36)
TOTAL $
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(Form of Assignment)

ASSIGHNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and trensfers unte

the  within  Bond  and  does  hereby  irrevocably — constiftiie  and  appoint
_, Attorney to transfer the said Bond on the books kept for

registration of the within Bond of the said Issuer with full power of substitution ia the premises.

Dated: R

In the presence of:
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ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOFE,;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 4.01 A. Bstablishment of Funds and Accounts with Depository Bank. The

following special funds or accounts are created (or continued is previousty established by Prior

- Resolution) with and shall be held by the Depository Bark, separzte and apart from - ail other finds or
accounts of the Depository Bank and from each other:

(1)  Revenue Fund (established by Prior Resolution);

(2)  Renewal end Replacement Fund (established by Prior Resolution); and

{3)  Series 2009 Bonds Project Construction Account.

B. Establishment of Funds and Accounts with Commission. The follbwing special funds |
or accounts are created {or continued is previously established by Prior Resolution) with and shall be

held by the Comumission, separate and apart from all other funds or accounts of the Commission and
from sach other: -

(1)  Series 1972 Bonds Reserve Account (established by Prior Resclution);
(2)  Series 2004 A Bonds Sinking Fund (established by Prior Resolution);
(3)  Series 2004 A Bonds Reserve Account (estab lished by Prior Resolution);
(4)  Series 2006 A Bonds Reserve Account (established by Prior Resolution);
() Series 2006 B Bonds Reserve Account (stablished by Prior Resolution);
(6)  Series 2006 C Bonds Sinking Fund (established by Prior Resolution);

(7)  Series 2006 C Bonds Reserve Account (established by Prior Resolution);
(8)  Series 2009 A Bonds Reserve Account; and

(9)  Series 2009 B Bonds Reserve Account.

Section 4.02. Bond Proceeds: Project Construction Account. The proceeds of the sale
of the Series 2009 Bonds shall be deposited upon receipt by the Issuer in the Series 2009 Bonds
Project Construction Account. The monies-in the Series 2009 Bonds Project Construction Account in
excess of the amount insured by FDIC shall be secured at all times by the Depositery Bank by
securities or in a manner lawful for the securing of depoesits of State and municipsl funds under

West Virginia faw. Monies in the Series 2009 Bonds Project Construction Account shall be expended
by the Issuer solely for ths purposes provided herein.
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Monies in the Series 2009 Bonds Project Construciion Account shall be used solely to
pay the cost of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Series 2009 Bonds Project Censtruction Account and pay to the
Purchaser on or before the due date, such sums as shali be from time to time required to make the
monthly instaliments on the Series 2009 Bonds if there are not sufficient Net Revenues fo make such
monthly. payment.

Pending application as provided in this Section 4.02, money and funds in the. 2009
Bonds Project Construction Account shall be invested and reinvested at the direction of the Issuer, to
the extent possible in accordance with applicable law, in Qualified Investments.

When acquisition and construction of the Project has been completed and all costs
thereof have been paid or provision for such payment has been made, any balance remaining in the
Series 2009 Bonds Project Construction Account shall be disposed of in accordance with the
regulations of the Purchaser.

Section 4.03.  Covenants of the Issuer as to System Revenues and Funds. So long as
‘any of the Series 2009 Bonds shail be cutstanding and unpaid, or until there shali have been sef apart
in the Seres 2009 A Bonds Reserve Account and the Series 2009 B Bonds Reserve Account, a sum
sufficient to pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2009 Bonds and Series 2009 B Bonds respectively remaining unpaid, together with interest
accrued and to accrue thereon, the lssuer further covenants with the Holders of the Series 2009 Bonds
as follows:

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

B.  DISPOSITION OF REVENUES. Al Revenues at any time on deposit in
the Revenue Fund shail be disposed of only in the following order and priority, subject to
the provisions of the Prior Resclutions not otherwise modified herein:

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

{2y  The lssuer shall next, each month, on or before the dus date thereof,
transfer from the Revenue Fund and simultancousty remit (i) to the
National Finance Office the amount required by the Prior Resolutions to
pay the interest on the RUS Bonds; (if) to the holder of the Series 2004 A
Bonds the amount required by Prior Resolution fo pay interest on the Series
2004 A Bonds; (iii) to the National Finance Office the amount required fo
pay interest on the Series 2009 A Bonds; and (iv) to the National Finance
Office the amount required to pay interest on the Series 2009 B Bonds
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{(3)  The Tssuer shail next, each month, transfer from the Revenue Fund

and simultaneously, (i) on or before the due date thereof, remit to the
Nationzl Finance Office the amount required by the Prior Resolutions to
pay the principal of the RUS Bonds; (if) to the Cotnmission the amount
required by Prior Resolution to pay the principal of the Series 2005 C
Bonds; (iif) to the holder of the Series 2004 A Bonds the amount required
by the Prior Resolutions to pay the principal on the Series 2004 A Bonds;
(iv) on or before the due date thereof, remit fo the National Finance Office,
commencing 24 months following the date of delivery of the Series 2000 A
Bonds, the amount required to amortize the principal of the Series 2009 A
Bonds over the life of the bond; and (v) on or before the due date thereof,
remit to the National Finance Office, commencing 24 months following the
date of delivery of the Series 2009 B Bonds, the amount required to
amortize the principal of the Series 2009 B Bonds over the life of the bond.

(4)  The Issuer shall next, or the first day of each month, transfer
from the Revenue Fund and simuitansously (i) remit to the Commission the
amounts required by the Prior Resolutions to be deposited in the respective
Reserve Accounts for the Prior Bounds; (ii) beginning on the date specified
by the purchaser, but in any event not later than the 24th monthly
enniversary of the Closing Date, and continuing on gach monthly
anniversary of the Closing Date thereafter, fransfer from the Revenue Fund
and remit to the Commission, for deposit in the Series 2009 A Bonds
Reserve Account, an amount equal to 10% of the monthly payment
amount, until the amount in the Series 2009 A Bonds Reserve Account
equals the Series 2009 A Bonds Reserve Requirement; provided thai, no
further payments shall be made into the Series 2009 A Bonds Reserve.
Account when there shall have been deposited therein, and as long as there
shall remain on deposit therein, an amount equel to the Series 2003 A
Bonds Reserve Requirement; and (ifi) beginning on the date specified by
the purchaser, but in any event not later than the 24th moonthly snniversary
of the Closing Date, and continuing on each monthly anniversary of the
Closing Date thereafter, transfer from the Revenue Fund and remit tc the
Commission, for deposit in the Series 2009 B Bonds Reserve Account, an
amount equal to 10% of the monthly payment amount, until the amount in
the Series 2009 B Bonds Reserve Account equals the Series 2009 B Bonds
Reserve Requirement; provided that, no further payments shall be made
into the Series 2009 B Bonds Reserve Account when there shali have been
deposited therein, and as ong as there shall remain on deposit therein, an
amount equal to the Series 2009 B Bonds Reserve Requirement.

(5% The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and remit to the Depository Bank for deposit in the
Renewal and Replacement Fund, an amount equal to 2 1/2% of the Gross
Revenues each month, exclusive of any payments for account of any
Reserve Account. All funds in the Renewal and Replacement Fund shall be
kept apart from all other funds of the Issuer or of the Depository Bank and
shall be invested and reinvested in accordance with Asticle VIII hereof.
Withdrawals and disbursements may be made from the Renewel and
Replacement Fund for replacements, repairs, improvements or extensions
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to the System; provided that, any deficiencies in any Reserve Accounts
(except to the exdent such deficiency exists because the required payments
into such account have not, as of the date of determination cf a deficiency,
funded such account to the maximum exfent required hereof) shail be
promptly eliminated with monies from the Renewal and Replacement
Fund,

Whenever the money in the Series 2009 A Boads Reserve Account shall be
sufficient to prepay the Series 2009 A Bonds in full, it shall be the mandatory duty of the
Issuer, anything to the contrary herein notwithstanding, to prepay the Series 2002 A
Bonds at the earliest practicat date and in accordance with applicable provisions hereof.

Whenever the money.in the Series 2009 B’ Bonds Reserve Account shall be
sufficient to prepay the Series 2009 B Bonds in full, it shall be the mandatory duty of the
Issuer, anything to the contrary herein notwithstanding, to prepay the Series 2009 B
Bonds at the earliest practical date and in accordance with applicable provisions hereof

The Commission is hereby designated as the Fiscal Agent for the administration
of the Series 2009 A Bonds Reserve Account. All amounts required for the Series 2009
A Bonds Reserve Account will be deposited therein by the Issuer upon transfers of funds
from the Revenue Fund at the times provided herein, together with written advice stating -
the amount remitted for deposit into each such fund.

The Commission is hereby designated as the Fiscal Agent for the administration
of the Series 2009 B Bonds Reserve Account. All amounts required for the Series 2009 B
Bonds Reserve Account will bs deposited therein by the Issuer upon transfers of funds
from the Revenue Fund at the times provided herein, together with written advice stating
the amount remitted for deposit into each such fund.

The Revenue Fund shall constitute a Trust Fund and shall be used only for the
purposes and in the order provided herein, and until 50 used, the Purchaser shali have a
iien thereon for further securing payment of the Series 2009 Bonds and the interest
thereon, on a parity with the Prior Bonds.

The Series 2009 A Bonds Reserve Account shall constitute a trust fund and shall
be used only for the purposes and in the order provided herein, and until so used, the
Purchaser shall have a lien thereon for further securing payment of the Series 2009 A
Bonds and the interest thereon.

The Series 2009 B Borids Reserve Account shall constitute a trust fund and shall
be used only for the purposes and in the order provided herein, and until so used, the
Puichaser shall heve a lier thereon for further securing payment of the Series 2009 B
Bonds and the interest thereon

If on any payment date the Revenues are insufficient to make the payments and
trapsfers as hereinabove provided, the deficiency shail be made up in the subsequent
payments and fransfers in addition to those which would otherwise be required to be
made on the subsequent payment dates.
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Principal, inferest or reserve payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Series 2009 Bonds
and the Prior Bonds, in accordance with the respective principal amounts then
Outstanding,

Subject to the Prior Resolutions, the Comrnission shall keep the monies in the
Series 2000 A Bonds Reserve Account and Series 2009 B Bonds Reserve Actouat
‘vested and reinvested fo the fullest extent possible in accordance with applicable iaw,
and to the extent practicable, in Qualified Investinents having maturities consonant with
the required use thereof. Investments in any fund or secount under this Bond Legislation
shall; unless otherwise provided herein or required by Taw, be valued at the lower of opst -
or the then current market vzlue, or at the redemption price thersof if then redeemable at
the .option of the holder, including value -of acotuéd interest and giving effect to the-
amortization of discount, ot at par if such inveshnent is held by the “consolidated fund”
managed by the West Virginia Board of Treasury Investments. Any investment shall be
held in and at all times deemed a part of the fund or account in which such monies were
originaily held, and interest aceruing thereon and any profit or Joss realized from such
investment shall be credited or charged to the appropriate fund or account. Earnings
from monies in the Series 2009 A Bonds Reserve Account and Series 2609 B Bouds
Reserve Account, so jong as the Minimum Reserve is on deposit and maintained therein,
shall be paid annually by the Commission to the Issuer and deposited in the Revenue
Fund.

. CHANGE OF DEPOSITORY BANK. The Issuer may designate another

bank or trust company insured by FDIC as Depository Bank if the Depository Bank
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should cezse for any reason to serve or if the Goveming Body determines by resolution
that the Depository Bank or its successor should no longer serve as Depository Bank.
Upon any such change; the Governing Body will.cause notice of the change to be sent by
registered or certified mail to the Purchaser.

D.  USER CONTRACTS. The Issuer shall, prior to delivery of the Series 2009
Bonds, provide evidence that there will be at least 3365 bona fide users upon the System
on comipletion, in full compliance with the requirements and conditions of the Purchaser.

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

¥, INVESTMENT OF BXCESS BALANCES. The monies in excess of the
st insured by FDIC in any of such funds or accounts shall at afl times be secured, to the
full extent thereof in excess of such insured sum, by Qualified Investments as shall be
eligible as secutity for deposits of state and munpicipal fands under the Jaws of the State
of West Virginia. '

(3. REMITTANCES. All remittances made by the Issuer to the Commission
shall clearly identify the fund or account into which each amount is to be deposited,

4 GROSS REVENUES. The Gross Revenues of the Systern shall only be
used for purposes of the System.
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ARTICLE Y
GENERAL COVENANTS, ETC.
Section 5.01, Geperal Statement. So long as the Series 2009 Bonds shall be

outstanding and unpaid, or until there shall have been set apart in the Series 2009 Bonds Reserve
Account, sams sufficient to prepay, the entire principal of the Series 2009 Bonds remaining anpaid,

together with interest accrued and to acerue thereon o the date of prepayment, the covenants.and.

agreements contained herein shalt be and constitute velid and {egally binding covenants between the
Issuer and the Holder of the Series 2009 Bonds. ' :

* Section 5.02. Rates. So long as the Prior Bonds are outstanding, the Issuer will
maintain rates as required in the Prior Resolutions. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the System, and revise
fhe same from time to time whenever necessary, as will always provide Revenues in each Fiscal Year
sufficient to produce Net Revenues equal to not less than 110% of the annual debt service on the
Serles 2009 Bonds and the Prior Bonds and sufficient to make the payments required herein into all
funds and accounts and ail the necessary expenses of operating and maintaining the System-during
cuch Fiscal Year and such rates, fees and other charges shall not be reduced so as to be insafficient to
provide adequate Revenues for such purposes.

i

Section 5.03.  Sale of the System. So long as the Prior Bonds are outstanding, the
Issuer shall not sell, mortgage, lease or otherwise dispose of the System or any part thereof, except as
provided in the Prior Resolutions. The System will not be sold without the prior written consent of the
Purchaser so long as the Series 2009 Bonds are outstanding. Such consent will provide for disposition
of the proceeds of any such sale.

Section 5.04.  Issuance of Additional Parity Bonds or Obligations, No additional

Parity Bonds or obligetions payable out of any of the Revenues of the System shall be issued, except
with the prior written consent of the Purchaser. No Parity Bonds shaif be issued after issuance of the
Series 2009 Bonds unless the provisions contained in the Prior Resolution respecting issuance of
Parity Bonds have been satisfied, '

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

Mo such Parity Bonds shall be issued except for the purpose of financing the costs of the
acquisition or construction of additions extensions, improvernents or betterments to the System or
refunding any outstanding Bonds, orboth such purposes.

S0 long as the Series 2009 Bonds and the RUS Bonds are Outstanding, no Parity Bonds
shall be issued at any time, however, unless there has been procured and filed with the Secretary a
written staterent by the Independent Certified Public Accountants, teciting the conclusion that the Net
Revenues for the Fiscal Yeer following the year in which such Parity Bonds are to be issued shall be at
Jeast 120% of the average annual debt service requirements on the following:

(1)  The Bonds Outstanding;

(2)  Any Parity Bands theretofore issued pursuant {o the pravisians
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contained in this Resolution then Qutstanding; and

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

The foregoing limitation may be walved or modified by the writlen consent of the-

Holders of the RUS Bonds, representing 75% of the then-outstanding principal indebtedness. In the
event the foregoing limitation is watved or when the Series 2009 Bonds and the RUS Bonds aré no
longer outstanding, the following parity requirement shall be-met: '

So long as the Series 2006 C Bonds -are outstaniding, no Parity Bonds shall be issued at
any time, unless there, has been procured and filed with the Secretary 2 written statement by the
Independent Certified Public Accountants,. reciting the conciusion 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 expected to be received
in each of the 3 succeeding years after the completion of the improvements to be financed by such
Parity Bonds, if any, shall pot be less than 115% of the larpest 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 expected to be received in each
of the 3 succeeding years,” as thaf term is used in the computation provided in ‘fhe above paragraph,
shall refer only to the increased Net Revenues estimated to be derived from the improvements to be
financed by such Parity Bonds and any increase in rates adopted by the Issuer, the time for appeal of
which shall have expiréd prior to the issuance of such Parify Bonds, and shall not exceed the amount to

be stated in a cerfificate of the ndependent Cextified 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 herein above referred fo 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, rentsls, fees and charges for the System adopted by the
Issuer, the time for appeal of which shall have expired prior to issuance of such Parity Bonds.

All covenants and other provisions of this Bond Legis_laﬁon {except as to details of such
Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and security of the
Holders of the Bonds and the Holdérs of any Parity Bonds subsequently issued from time fo time
within the limitations of and in compliance with this section, All Bonds, regardless of the time or
times of their issuance, shall rank equally with respect to their lien on the revenuss of the System and
their source of and security for payment from said revenues, without preference of eny Bond over any
other. The Issuer shall comply fully with all the mcreased 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.
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Parity Bonds shall not be deemed to include bonds, notes, certificates or other obligations
subsequently issued, the lien of which on the revenuss of the System is subject t¢ the prior and
superior liens of the Series 2009 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, squally, as to lien on and source of and
security for payment from such revenues, with the Series 2009 Bonds.

No Parity Bonds shal] be issued at any time, however, uniess all of the payments into the
respective funds and accounts provided for in this Bond Legislation with respect to the Bonds then
Qutstanding, and any other payments provided for in this Bond Legislation, shall have been made in
ful] as required to the date of delivery of the Parity Bonds, and the Issuer then be in full compliance
with all the covenants, agreements and terms of this Bond Legislation.

Seition 5.05. Insurance and Bonds. The Issuer hereby covenants and agrees that it
will, as an expense of construction, operation and maintenance of the System, procure, carry and
maintain, so long as the Series 2009 Bonds remain outstandirg, insurance with a reputable insurance
carrier of carriers covering the following risks and in the following amounts:

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

(b) ~Public Liability Insurance, with limits of not less than
$500,000 for one or more persons imjured or killed in one accident to
protect the Issuer from claims for bodily injury and/or death, and not less

" than §200,000 to protect the Issuer from claims for damage to property of
others which may arise from the operation of the System, such insurance to
be procured not later than the date of defivery of the Series 2009 Bonds.

(¢}  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 at any time or times for
the benefit of the Issuer, with iimits of not less than $500,000 for one or
more persons injuted or killed in one accident to protect the Issuer from
claims for bodily injury and/or death, and not less than $200,000 to protect
the Issuer from claims for damage fo property of others which may arise
from such operstion of vehicles, such insurance to be procured prior to
acquisition or commencement of operation of any such vehicle for the
Issuer.
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(d) Workers” Compensation Coverage for All Employees of the
Disfrict Eligible Therefor and Perfonmance and Pavment Bonds, such
bonds to be in the amounts of 100% of the construction contract, will be
required of each prime contractor, and such payment bonds have been or
will be filed with the Clerk of the County Commission of said County prior
to commencement of constructionp of the Project in compliance with
West Virginia Code Section 38-2-39. Workers® compensation coverage
shall be maintained as required by the laws of the State of West Virginia.

(e)  Fiood Insurance to be procured, to the extent available at
reasonable cost to the Issuer; however, if the System is located in 2
community which has been notified &s having special flood or mudslide
prone areas, flood insusance must be oltained. : '

(f)  Fidelity Bonds wili be provided as fo every member of the
Governing Body and as to every officer and empioyee therecf having '
custody of the Revenue Fund or of any revenues or other funds of the
Jssuer in such amount as may be requested by the Purchaser from time to
time.

(g) Provided, however, and in liev of and notwithstanding the
foregoing provisions of this Section, during construction of the Project and
" so long as the Serics 2009 Bonds are outstanding, the Issuer will camry
insurance and bonds or cause ipsurance and bonds to be carried for the
protection of the Issuer, and during such construction will require each
contractor and subcontractor to carry insurance, of such types and in such
amounts as the Purchaser may specify, with insurance carriers or bonding
companies acceptable to the Purchaser.

Section 5.06.  Statutory Mortgage Lien, For the further protection of the Holder of
the Series 2009 Bonds, a statutory mortgage lien upon the Systemn is granted and created by the Act, on
a parity with the Prior Bonds, which statutory mortgage lien is hereby recognized and declared to be
valid and binding and shall take effect immed iately upon the délivery of the Series 2009 Bonds.

i
i
i
I
H

Section 5.07.  Byents of Defauit. Each of the following events is hereby declared an
“Event of Defauit™

(a)  Failure fo meke payment of any monthly amortization
instailment upon the Series 2009 Bonds at the date specified for payment
thereof;

(b)  Failure to duly and punctuaily observe or perform any of the
covenants, conditions and agreements on the part of the Issuer contained in
the Serles 2009 Bonds or herein, or violation of or fatlure to observe any
provision of any pertinent law; and '

()  If a default ocours with respect to the Prior Bonds or the Prior
Resoluttons.
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Section 5.08.  Enforcement. Upon the happening of any Bvent of Default specified
above, then, and in every such case, the Parchaser may proceed to protect and enforce jts rights by an
appropriate action in any court of competent jurisdiction, either for the specific performance of any
covenant or agreement, or execution of any power, or for the enforcement of any nroper legal or

equitable remedy as shall be deemed most effectual to protect and enforce such rights.

Upon application by the Purchaser, such court may, upon proof of such defauit, appoint a
receiver for the affairs of the Issuer and the System. The receiver so appointed shall administer the
Syster on behalf of the Issuer, shall exercise al] the rights and powers of the Issuer with respect to the
System, shall proceed under the direction of the court to obtain authorization to increase rates and
charges of the System, and shall have the power to collect and receive ali revenues and apply the same
i such manner as the court may direct; provided that, all rights and retr_}édies of the Holders of the

Prior Bonds shall be on a parity with the Seties 2009 Bonds.

Section 5.09, Fiscal Year: Budget. While the Series 2009 Bonds are outstanding
and unpaid and to the extent not now prohibited by law, the System chall be operated and maintained
on a Fiscal Year basis commencing on July 1 of each year and ending on the following June 30, which
period shall also constitute the budget year for the operation and maintenance of the System. Not later
than 30 days prior to the beginning of each Fiscal Year, the Issuer agrees to adopt the Annual Budget
for the ensuing year, and no expenditures for operation and maintenance expenses of the System in
exvess of the Anmual Budget shall be made during such Fiscal Year unless unanimously authorized
and directed by the: Governing Body. Copies of each Annual Budget shall be delivered to the
Purchaser by the beginning of each Fiscal Year. }

If for any reason the Issuer shall not have adopted the Annual Budget before the 1st day
of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month umtil the
adoption of the Annual Budgef; provided, however, that o such monthty budget shall exceed the
budget for the comesponding month in the next year preceding by more than 10%; and provided
further, that adoption of a Budget of Current Expenses shall not constitute compliance with the
sovenant to adopt an Annual Budget unless failure to adopt an Annual Budget be for a reason beyond
the control of the [ssuer. Bach such Budget of Current Expenses shall be mailed immediately to the
Purchaser. :

Section 5.10.  Compengation of Members of Governing Body. The Issuer hereby
covenants and agrees that no compensation for policy direction shali be paid to the members of the
Governing Body in excess of the amount permiited by the Act. Payment of any compensation to any
such member for policy direction shall not be made if such payment would cause the Net Revenues to
fall below the amount required to meet all payments provided for herein, nor when there is default in
the performance of or compliance with any covenant or provision hereof.

Yoction 5.11. Covenant to Proceed and Complete. The Issuer hereby covenants to
proceed as promptly as possible with the acquisition and construction of the Project to completion
thexeof in accordance with the plans and specifications prepared by the Consulting Engincer on fiie
with the Sseretary on the date of adoption hereof, subject to permitted changes.

Section 5.12. Books and Records; Audits. The Issuer will keep books and records
of the System, which shall be separate and apart from all other books, records and accounts of the
Jssuer, in which complete and correct entries shali be made of ali fransactions relating to the Systern,
and the Purchaser shall have the right at all reasonable times to inspect the System and all records,
accounts and data of the [ssuer relating thereto. :
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The Issuer shall at least once a year, cause said books, records and accounts of the
System to be properly audited by an independent competent firm of certified public accountants and
shall mail a copy of such audit report to the putchaser. The Issuer shall further comply with the Act
with respect to such bocks, records and accounts.

Section 5.13. Maintenance _of System.  The Issuer covenants that it will
continuously cperate, in an eccnomical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so Teng as the Series 2609 Bonds are outstanding.

Section 5.14.  No Competition. To the extent legally allowable, the Issuer will-not
permit competition with the System within its boundaties or within the territory served by it and will
not grant or cause, consent to Ot allow the pranting of any franchise, permit or other authorization for- -
any person, firm, corporation; public or private body, agency 0T instrumentality whatsoever to provide

any of the services supplied by the System within the boundaries of the Issuer or within the territory
served by the Systemn.
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ARTICLE VI
RATES, ETC.

Section 6.01.  Initial Schedule of Rates and Charges: Rules.

A. The initial schedule of rates and charges for the services and facilities of the System,
subject (o change consonant with the provisions hereot, shall be as set forth in the Commission Qrder
of the Public Service Commission of West Virginia dated March 20, 2007 in Case Ne. 07-0202-PWD-
T and are incorporated herein by reference as a part hereof.

B.  Thete shal! not be any discrimination or differential in rates between customers in
similar circurmstances.

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

D.  The issuer will not render or cause to be rendered any free services of any nature
by the System nor any of the facilities; and in the event that the Issuer or any department, apency,
officer of employes thereof should avail itself or themselves of the services or facilities of the System,
the same fees, rates and charges applicable to other customers receiving like services under similar
circumstances shall be charged, such charges shall be paid as they accrue, and revenues 50 received
shall be deposited and accounted for in the same manner as other Reveres of the System.

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

F.  The Issuer, fo the extent permitted by law, will not accept payment of eny water

bill from = customer served with water and sewer services by the Issuer without payment at the same
time of a sewer bill.owed by such customer for the same pretnises.
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ARTICLE VII

MISCELLANEOQUS

Section 7.01.  Payment of Bonds. If the Issuer shall pay or there shall otheérwise be
paid, to the Holder of the Series 2009 Bonds, the principal of and interest due or to bscome due
thereon, at the times and in the manner stipulated therein and in this Boad Legisiation, then with
respect to the Series 2009 Bonds, the pledge of Net Revenues and other monies and securities pledged
under this Bond Legisiation and alf covenants, agreements and other obligations of the Issuer to the
Registered Owner of the Series 2609 Bonds, shall thereupon cease, terminate and become void and be
discharged and satisfied. ' ‘ ;

b

Except through such direct peyment to the Holder of the Series 2009 Bonds, the {ssuer
may not defease the Series 2009 Bonds or otherwise provide for payment thereof by escrow or like
manner.

Section 7.02. Modification_or Amendment. The Bond Legistation may not be
modified or amended after final passage without the prior written consent of the Purchaser.

Section 7.03.  Delivery of Bonds. The Chairman, Secretary and Treasurer of the
Governing Body are hereby authorized end directed to cause the Series 2009 Bonds, hereby awarded
to the Purchaser pursuant to prior agreement, to be delivered to the Purchaser as socn as the Purchaser
will accept such delivery.

Section 7.04.  Severability of Invalid Provisions. If amy one or more of the
covenants, agreements or provisions hereof should be held contrary to any express provision of law or
contrary to the policy of express law, aithough not expressly prohibited, or against public policy, or
shall for any reason whetsoever be held invalid, then such covenants, agreements or provisions shall be
null and void and shall be deemed severable from the remaining covenants, agreements or provisions
hereof, and shall in no way affect the validity of all the other provisicns hereof or the Series 2009
Bonds.

Section 7.05.  Conflicting Provisions Repealed. The Prior Resolutions and all parts
thereof not expressly hereby changed shall continue in full force and effect and this Bond Legislation
shall be supplernental to the Prior Resolutions.

All resobutions and orders, or parts thereof, in conflict with the provisions hereof are, to
the extent of such conflicts, hereby repealed; provided that this Section shall not be applicable to the
Loan Resclution (Form FmHA 44247}

Section 7.06. Table of Contents and Headings. The Table of Contents and headings
of the articies, sections and subsections hereof are for convenience only and shall neither cantro] nor
affect in any way the meaning or construction of any of the provisions hereof.
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Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that all acts,
conditions, things and procedures reguired to exist, to happen, to be performed or to be faken
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 znd Constitution of the State of West Virginia applicable thereto; and that the Chairman,
Secretary and members of the Governing Body were at all times when any actions in connection with
this Resolution occurred and are duly in office and duly qualified for such office.

Section 7.08.  Effective Time. This Resolution shall take effect immediately upon

its adoption.

fRemainder of Page Intentionally Blenk]
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Adopted this 14th day of May, 2009.

LLAVALETTE PUBLIC SERVICE DISTRICT

40



UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2005 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,526,000
No. AR-1 ' ' Date; May 18, 2009

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein called
“Borrower”) promises to pay to the order of the United States of America (the “Government™), or its
registered assigns, at its Natjonal Finance Offics, St. Louis, Missouri 63103, or at such other place as the
Government may hereafter designate in writing, the principal sum of ONE MILLION FIVE HUNDRED
TWENTY SIX THOUSAND DOLLARS ($1,526,000), pius interest on the unpaid principal balance at
the rate of 4.5% per apnum. The said principal and interest shall be paid in the following instaliments on
the following dates: Monthly instaliments of inferest only, commencing 30 days following delivery of the
Bond and continuing on the corresponding day of each month for the first 24 months afier the date hiereof,
and $7,005, covéring principal and interest, thereafter on said corresponding day of each month, except
that the fina} 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 prepaymenis may be made as
provided hereinbelow. The consideration herefor shall sapport any agreement wodifying the foregoing
schedife of payments.

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

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

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

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

While this Bond is held by an insured lender, prepayments as above aunthorized made by

Borrower may, at the option of the Government, be remitied by the Government to the hoider promptly
or, except for final payment, be retained by the Government and remitted to the holder on either a
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_calendar quarter basis or an apnual instaliment due date basis. The effective date of every payment made

by Borrowsr, except payments retained and remitted by the Govermment on an annual instaflment due
date basis, shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the Government to
the holder on an anpual installment due daie basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the effective date of
any such prepayment and the date of the Treasury check to the holder.

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

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

This Bond, together with any additional bonds fanking on a parity herewith which may
bo issued and outstanding for the purpose of providing funds for financing costs of additions, extensions
and improvements to the waterworks system (the “System”} of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there have been first paid from such
revenues the reasonable cusrent costs of operation and maintenance of the Systern. This Bond does not in
any manner constitute an indebtedness of the Borrower within the meaning of any constitutional or
statutory provision of limitation. :

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

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

This Bond has been issued under and in full compliance with the Constitution and
statutes of the Stafe of West Virginia, including, among others, Chapter 16, Articie 13A. of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted May 14,
2009, authorizing issuance of this Bond (the “Resolution™). ‘

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

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE OF
AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

()  WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS”);

() WATER REVENUBE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS™); .

() WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A BONDS”);

(Iv)  WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, 'ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS™);

(V) WATER REVENUE BONDS, SER‘[BS 2006 C (WEST VIRGINIA INFRASTRUCTURE -
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES 2006 C BONDS”); AND

(V) WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 18, 2009 ISSUED CONCURRBNTLY HEREWITH IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $843,000 (THE “SERIES
2009 B BONDS™).

THE SERIES 1972 BONDS, SERIES 2004, BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, AND} SERIES 2006 C BONDS ARE COLLECTIVELY, THE “PRIOR. BONDS.”

In accordance with the requirements of the United States Department of Agricuiture, the
Bonds will be in defaillt should any proceeds of the Bonds be used for a purpose that wiil contribute to
excessive erosion of highly erodible land or to the conversion of weilands to produce an agricultural
comunodity.

CHS5143691.1




N WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Boad fo be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted hereon
and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]

ATTEST:

o0 efnl

Secretary, Public Service Board
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1} $192,201 May 18, 2609 {19}
@) (20)
Gy 1)
@ (22)
6) (23)
©) D)
@) (25)
@) (26)
) @7)
{10 (28)
{11 2%)
{12) (30
{13) 31)
{14} (32)
(i5) (33)
(16) (34)
(7 (35)
(i8) (36)
TOTAL §
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(Form of Assignment)

ASSIGNMENT

FOR. VALUE RECEIVED the undersigned sells, assigns, and  fransfers uwnto

the  within  Bond  and  does  hersby  .imevocably  constitute and  appoint
, Attomey to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with fult power of substitution in the premises.

Dated: .,

n the presence of:
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UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 B

. (UNITED STATES DEPARTMENT OF AGRICULTURE)

$843,000
No.BR-1 Date: May 18, 2009

FOR VALUR RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein called
“Borrower™) promises to pay to the order of the United States of America (the “Government”), or ifs
registered assigns, at its National Finance Office, St. Louis, Misscuri 63103, or at such other place as the
Government may hereafter designate in writing, the principat sum of EIGHT HUNPRED FORTY
THREE THOUSAND DOLLARS ($843,000), plus interest on the unpaid principal balance at the rate of
4.375% per annum. The said priocipal and interest shall be paid in the following instailments on the
following dates: Monthly installments of interest only, commencing 30 days following delivery of the
Bond and continuing on the corresponding day of each month for the first 24 months after the date hereof,
and $3,802, covering principal and interest, thereafter on said corresponding day of each month, except
that the Fnal installment shail be paid at the end of 40 years from the date of this Bond, in the sum of the
umpaid principal and interest due on the date thereof, and except that prepayments may be made as
provided hereinbelow. The consideration herefor shall sipport any agreement modifying the foregoing
schedule of payments.

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

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

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

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

While this Bond is held by an insured lender, prepayments as above authorized made by

Borrower may, at the option of the Government, be remitted by the Government to the holder promptly
or, except for final payment, be retained by the Government and remitted to the holder on either 2
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calendar quarter basis or an annual installment due date basis. The effective date of every payment made
by Borrower, exsept payments retained and remitied by the Government on an annual instaliment due
date basis, shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the Government
the holder on zn annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is emtitled accruing between the effective date of
any such prepayment and the date of the Treasury check to the holder.

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

Borrower hereby cerfifies 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 ferms in or near its community for loans for similer purposes and periods of time.

This Bond, together with any additional bonds ranking on a perity herewith which may
be issved and outstanding for the purpose of providing funds for financing costs of additions, extensions
and improvements to the waterworks system (the “Systern™) of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there have been first paid from such
cevenuss the reasonable cuirent costs of operation and maintenance of the System. This Bond does not in
any manner constitute an indebtedness of the Borrower within the meaning of any constitutional or
statutory provision of limitation. ‘

Registration of this Bord is fransferable by the registered owner hereof in person of by
his, her or its attorney duly authorized in writing, at the office of the Borrower, as Bond Registrar, but
only in the manner, subject to the Hmitations and upon payment of the charges, if any, provided in the
herein defined Resolutions and upon surrender and canceilation of this Bond, Upon such fransfer a new
Bond or Bonds, of authorized denomination or denominations, for the likke principal amount, will be
issued to the fransferee in exchange herefor.

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

This Bond has been issued under and in full compliance with the Constitufion and
statutes of the Stats of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act”), and & Resolution of the Borrower duly adopted May 14,
2009, suthorizing issuance of this Bond (the “Resolution™).

i If at any time it shall appear to the Government that Borrower may be able to obtain a
foan from a responsible cooperative or private credit source at reasonable rafes and terms for loans for
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similer purposes and pericds of time, Borrower will, at the Government’s request, appiy for and accept
such loan in sufficient amount to repay the Government,

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND-SOURCE OF
AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

(D WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS"™);

{1m) WATER REVENUE BONDS, SERIES 2004 A {UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS”); ‘

(I) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGOREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A BONDS™);

(IV) WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE *SERIES 2006 B BONDS");

(V)  WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF §1 ,918,050 (THE “SERIES 2006 C BONDS™); AND

(V) WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 18, 2009 ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,526,000 (THE “SERIES
2009 A BONDS*).

TUE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, AND SERIES 2006 C BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

‘ In agcordance with the requirements of the United States Department of Agriculture, the.
Bonds will be in default should any proceeds of the Bonds be used for a purpose that will contribute to
excessive erosion of highly erodible land or to the conwersion of wetlands to produce an agricultural
commodity.
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IN WITNESS WHERECF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted hereon
and attested by its Secretary, all as of the date hereinabove writfen.

LAVALBITTE PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]

ATTEST:

Lot A Ll

Secretary, Public Service Board
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EXHIBIT A

RECORD OF ADVANCES
ANMOUNT DATE - AMOUNT DATE
{1) $192,280 - . May 18,2009 (19)
@ . R : (20)
(3 o {21}
(4) : (22)
(5 (23)
(6) {24)
€] (25)
(8) (26)
%) en
(10) ' (28)
(11) B =)
(12) 30)
(13) A 31)
(14) ) (32)
(15} (33)
(16) (34
(17} : (35}
(18 (36)
TOTAL §
5
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{(Form of Assignment)
ASSIGNMENT

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

the  within  Bond and  does  hereby irevocably  constifute  and : appoint
, Atiorney to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with full power of substitution in the premises.

Dated: ’

In the presence cf;
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LAVALETTE PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC WATERWORKS FACILITIES OF
LAVALETTE PUBLIC SERVICE DPISTRICT AND THE

" FINANCING OF THE COST, NOT OTHERWISE PROVIDED,

THEREOF THROUGH THE ISSUANCE BY THE DISTRICT
OF NOT MORE THAN 32,000,000 IN AGGREGATE
PRINCIPAL AMOUNT- OF WATER REYENUE BONDS,
SERIES 2006 A, NOT MORE THAN $713,000 IN
AGGREGATEPRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT
OF AGRICULTURE) AND NOT MORE THAN 51,918,050 IN

* AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE

BONDS, SERIES, 2006 C (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 THE LOAN
AGREEMENTS RELATING TO SUCH BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH EBONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLYVED BY THE PUBLIC SERVICE BOARD OF LAVALETTE

PUBLIC SERVICE DISTRICT:

with any order or resolution supplemental hereto or amendatory hereof, the "Rond
Legislation™ is adopted pursuant o the provisions of Chapter 16, Article I3A and
Chapter 31, Article 154 of the West Virginia Code of 1931, asamended {collectively, the

ARTICIE |

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Resolution, This Resolution (together

"Act™), and other applicable provisions of law.
P
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Section 1.02. Findings. It is hereby found, determined and declared that:




A.  Lavaleite Public Service District {the "Tssuer™) is a public service district,
a public corporaticn and potitical subdivision of the State of West Virginia in Wayne County
of said State.

B.  Ths Issuer presently owns and operaies 2 public waterworks systern.
However, it 5 deemed necessary and desirable f{or the healfh, safety, advantage,
convenience, and welfare of the inhabitants of the Issuer that there be acquired and
constructed certain improvements and exiensions to the existing public waterworks system
of the Issuer, consisting of various water iine extensions know as the “United States Route
32 North Project”, together with all appurienant facilities (collectively, the "Project”™), which
constinute properties for the diversion, development, pumping, impounding, treztment,
storage, distribution or furnishing of water to or for the public for industrial, public, private
or other uses (ithe existing public waterworks facilities of the Issuer, the Project and any
further extensions or improvements 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.  The Issuer intends to permanently finance a portion of the costs of
acquigition and ¢onstruction of the Project through the issuance of its revenue bonds to the
West Virginia Water Deveiopment Authority (the “Authority™) and the Unifed States
Departineit of Agricuiture (the “Purchaser™) pursuant to the Act.

D.  Theestimated revenues 10 be derived in each year affer cornpletion of the
Project from the operation of the System will be sufficient to pay all Operating Expenses of
the Systemn, the principat of and interest on the Bonds (as hereinafter defined) and payments
into all funds and accoums and other payments provided for herein.

E.  Itis degmed necessary for the Issper to issue its Water Revenue Bends
in the total aggregate principal amount of not more than $4,631,050 in three series, being the
Water Revepue Bonds, Series 2006 A (United States Departiment of Agriculture), in the
aggregate principal amount of not more than $2,000,000 {(the “Series 2006 A Bonds™), Water
Revenue Bonds, Series 2006 B (United States Department of Agriculure), in the aggregate
principal amount of not more than $713,000 (the “Series 2006 B™ Boads), and the Water
Revenue Bonds, Sertes 2006 C (West Virginla Infrastructure Fund), in the aggregate
preincipal amotmnt of not more than $1,918.050 (the "Serigs 2006 C Bonds™), to permanently
finaoce a portion of the costs of acquisition and eonstruction of the Project (collectively, the
“Series 2006 Bonds™). The remaining costs of the Project shall be funded from the sources
set forth in Section 2.01 hereof. Such costs shall be deemed to include the cost of al}
property Tights, easements and franchises deemed necessary or convenient therefor; interest,
if any, upon the Series 2006 Bonds prior o and during acquisition and constrction of the
Project and for 2 period not exceeding 6 months after completion of acquisition and
consiruction of the Projact; amounts which may be deposited in azy Reserve Account (as
hereinafter defined); engineering and legal expenses; expenses for estimmates of costs and
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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 (as hereinafter defined), discount, initial
fees for the services of registrars, paying agents, depositories or trustees or other costs m
connection with the sale of the Series 2006 Bonds and such other expenses as may be
necessary ot incidental o the fimancing 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 permitled, in connection with any thereof, provided, that reimbursement o the

" Issuer for any amounts expended by it for allowable costs prior to the issuance of the
Series 2006 Bonds or the repayment of indebiedness incurred by the Issuer for such purposes
shall be deemed Costs of the Project, as hereimafter defined.

7 B. The pericd of usefulness of the System after completion of the Project is not
less than 40 years.

(3. It is in the best interests of the Issuer that its Series 2006 A Bonds and
Series 2006 B Bonds be sold to the Purchaser {as hereinafier defined) pursuant to the terms
and provisions of the Letter of Conditions (as herenafier defined) and its Series 2006 C
Bonds be sold to the Authority (as hereinafier defined) pursuant to the terms and provisions
of a loan agreement (the “Loan Agreement™) by and between the Issuer and the Authority, .
on behalf of the West Virginia Infrastrocture and Jobs Development Council (the "Council”),
in form satisfactory to the Issuer, the Authority and the Council, approved hereby if not
previousty epproved by resolution of the Issuer.

: H.  There are outstanding obiigations of the Issuer which wili rank ona parity
with the Series 2006 Bonds as to liens, pledge, source of and security for payment, being the
Issner’s Water Revenue Bonads, Series 1973, dated July 17, 1973, issued in the original
aggregate principal amount of $370,000 aud currentdy held by the Rural Utlities Service,
United States Department of Agricrlture and the Water Revenie Bonds, Series 2004 A, dated
April 23, 2004, issued in the original aggregate principal amount of $533,721 and eurendy
held by United Bank, Inc. (collectively, the “Prior Bonds™).

The Series 2006 Bonds shall be issued on a parity with the Prior Bonds with
respect to liens, pledge and source of and security for payment aud in all other respects.
Prior to the issuance of the Series 2006 Bonds, the Issuer will obtain a certifieate of an
Independent Certified Public Accountant stating that the coverage-and parity tests of the Prior
Bonds are met and obtain the written consen: of the Holders of the Prior Bonds o the
issnance of the Serfes 2006 Bopds ont a parity with the Prior Bonds. Other than the Prior
Bonds, there are no pther outstanding bonds or obligations of the Issuer which are secured
by revemues or assets of the Syswem.

I The Issuer has complied with all requirements of West Yirginia law, the

Letter of Conditicns and the Loan Agreement relating fo authorization of the acquisition,
construction and operation of the Project 2nd the System, including, without Yimitation, the
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imposition of rates and charges and the issuance of the Series 2006 Bonds, or will have so
camplied prior to issuance of any thereof, including, the approval of the Project and the
finapcing thereof by the Councll and the obtaining of a certificate of convenience and
necessity and approval of this {inaneing and necessary user rates and charges described herein
from the Public Service Commission of West Virginia by final order, the time for rehearing
and appeal of which will either have expired prior to the issuance of the Series 2006 Bends
or such final order will not be subject 10 appeal or rehearing.

I. The Project has been approved by the Councli as required under
Chapter 31, Article 15A of the West Virginia Code of 1931, as amended.

Section 1.03. Bond Legislation Coustimtes Contract. In consideration of
the acceptance of the Series 2006 Bonds by the Registered Cwners of the same from time to
iime, this Bond Legistation shall be deemed to be and shall constinxte 2 contract between the
Issver 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
Bondholders of any and all of such Bonds, all which shall be of equal rank and without
preference, priority or distinction between any one Band and any other Bonds and 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
meanirgs herein unless the context expressly requires otherwise:

“Act" means, collectively, Chapter 16, Article 13A and Chepter 31, Anticle 154
of the West Virginia Code of 1931, as amended and in sffect on the date of adoption hereof.

*Authority” means the West Virginia Water Development Anthority, which is
expected to be the original purchaser and Registered Owner of the Series 2006 C Bonds, or
any other agency, bourd or department of the State of West Virginia that succeeds to the

functions of the Anthority, acting in its administrative capacity and npon aotherization from
the Council under the Act.

“Authorized Officer™ means the Chalrman of the Governing Body of the Issuer
or any temporary Chairman duly selected by the Governing Body,

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

"Bond Legislation,” “Resolution,” “Bond Kesohition” or “Local Act" means

this Bond Resolution and all orders and resolutions supplemental hereto or amendatory
hereof,
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*Bond Registrar® means the Issuer, the Bauk cr other enfity to be designated as
such in this Resolution or the Supplementat Resolution and its successors and assigns.

"Bonds“ means, collectively, the Series 2006 A Bonds, the Seties 2006 B
Bonds, the Series 2006 C Bonds, and, where appropriate, any bonds on a parity therewith
subsequently autherized to be issued herennder or by another resolution of the Issuer.

*Bond Year" means the. 12-month period beginning on the anmiversary.of the
Closing Date in each year and ending on the dey prior to the anniversaty dale of the Closing
Date in the following year, except that the first Bond Year shall begin on the Closing Date.

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

"Closing Date” means the date upon which there is an exchange of the
Series 2006 Bonds for all or a portion of the proceeds of the Series 2006 A Bonds and Series
2006 B Bonds from the Purchaser and for 2l or a portion of the proceeds of the Series 2006
C Bonds from the Aushority and the Council. .

"(lode”™ means the Internal Revemye Code of 1986, as amended, and the
Regulations.

"Commission” means the West Virginia Municipal Bond Cormunissicn or any
other agency of the State of West Virginia that succeeds 10 the functions of the Conmmission.

"Consulting Engineers” means E.L. Robinson Engineering Ce., Led.,
Charleston, West Virginia, or any gualified engineer or firm of engineers, licensed by the
State, that shall at any time hereafter be procured by the Issuer as Consulting Enginecrs for
the System, or portion thereof, in accordance with Chapter 3G, Article 1 of the West Virginia
Code of 1931, as amended; provided however, that the Consulting Engineers shall not be a
regular, full-time employee of the Siate or any of its agencies, commissions, .or political
subdivisions.

“(osis” or “Costs of the Project” means those costs described in Section 1.02E
hereof to be a part of the cost of acqnisitien and construction of the Project.

*touncil” means the West Virgimia Infrastruchire and Jobs Developrnent
Council or asy other agency of the State of West Virginia that succeeds to the functions of
the Council.

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

*Facilities” or *waterworks facilities™ means al the tangible properiies of the
Systernt and also any wngible properiies which may hereafier be added to the System by
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additions, befterments, cxtensions and iruprovements thereto and properties, furniture,
fixtures or equipment therefore, hereafier at anty time consiricted or acquired.,

"FDIC" means the Federal Deposit Insurance Corporation and any successor
10 the functions of the FDIC.

“Fiscal Year" means each 12-month period beginning on July | and ending on
the succeeding Yune 30.

“*Governing Body™ means the Public Service Board of the Issuer, as it may now
or hereafter be constituted.

"Goveropent 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.

"Grant” means, coflectively, all grant monies received by the Tssuer 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 accountng principies, after deduction of prompt payment disceunts, if any, and
reasonable provision for uncolleciible 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, 45 hereinafter defined, purchased purspant
to Article 8.01 hereof) or any Tap Fees, as hereinafter defined.

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

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

"Ivestment Property™ means

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

(B) any obligation,

{C} any anmity contract,
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(D) any investment-type property, or

(E) in the case of a bond other than a private activity bond, any
residertial rental property for family units which is not located within the jurisdiction of the
Issper and which is not acquired to implement a court ordered or approved Lousing
desepregation plamn.

_ Except as provided in the following sentence, the term "lnvestment Property”
does not include any tax-exempt bond, Wit 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 Proverty” includes a specified private activity boné {(as so defined).

*Issuer” means the Lavalette Public Service District, a public service disirictand
public corporation and potifical subdivision of the State of West Virginia, in Wayne Cousty,
West Virginia, and, unless the context clearly indicates otherwise, includes the Governing
Body of the Isnuer,

“Y etter of Conditions™ means, collectively, the Letisr of Conditions of the
Purchaser dated May 12, 2004, amended December 9, 2005 thereto, providing for the
purchase of the Serjes 2006 A and Series 2006 B Bonds from the Issuer by the Purchaser.

"]oan Agreement” means the Loan Agreememt hergtofore entered, or 1o be
entered, into between the Tssuer and the Anthority, on behalf of the Council, providing for
the purchase of the Series 2006 C Bonds from the Issuer by the Authority, the form of which
shall be approved, and the execution and deiivery by the Jssuer authorized and directed or
ratified by the Supplemental Resolution.

"Net Proceeds” means the face amount of the Series 2006 Bonds, plus accrued
interest and premium, if any, less original issne discount, if any, and less proceeds, if any,
deposited in any Reserve Account. Yor purposes of the Privale Business Use {imitations set
forth herein, toe term Net Proceeds shall include any amounts resulting from the investment
of proceeds of the Series 2006 Bonds, without regard to whether or not such investment s
made in tax-exempt obligations.

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

"Nonpurpose lnvestment" means any Investiment Property as defined in Section
148{b) of the Code, that is not 4 purpose fnvestment.

"QOperating Expenses” means the reasonable, proper 2nd necessary costs of
repair, mainienance and operation of the System and includes, without limiting the gererality
of the foregoing, administrative, engineering, legal, suditing and insurance expenses, other
than those capitalized as part of the costs, fees and expenses of the Authority, fiscal agents,
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the Depuository Bank, the Registrar and the Paying Agent (all as berein defined), other than
those capitalized as part of the costs, payments to pension or retirerent funds, taxes and such
other Teasonable operating costs and expenses as should normally and regularly be included
under generally accepted accounting principles; provided, that "Operating Expresses” does
not include paymenis 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.

"Otiistanding, " when used with reference to Bonds or Prior Bonds and as of any
particular date, describes all Bonds or Prior Bonds theretofors and thereupon being
authenticated and delivered except (i) any Bond or Prior Bonds canceled by the Bond
Registrar or Registrar for the Prior Bonds, at or prior to said date; (3i) any Bond or Prior
Ronds for the payment of which monies, equal to ifs principal amount and redermnption
preroiurm, if applicable, with mterest to tha date of maturity or redemption shall be in trust
herennder, and set aside for such payment (whether upon or prior to maturity); (3if) any Bond
or Prior Bonds deemed to have been paid as provided in Article X hereof; and (iv) for
purposes of consents or othier action by a specified percentage of Bondholdars or holders of
the Prior Bonds, any Bonds or Prior Bonds registered to the Issuer.

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

“Paying Agent” means the Commission ot such other entity or authority as may
be designated as a Paying Agent for the Series 2006 B Bonds by the Issuer in the
Supplemental Resolution. ’

“Prior Bopds” means the Issuer’s Series 1973 Bonds and Series 2004 A Bonds,
as more particularly described in Section 1.02(H) hereof.

] “Prior’ Resolution” means, coliectively, the resolution of the Issuer, as
supplemented, authorizing the Series 1973 Bonds and Series 2004 A 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 45 2 member of
the general public shall not be taken into account.

“Project’ means the Project as described in Section: 1.02B hereof.
“Purchaser” or “Government” means the Uniled States Department of
Agriculture and any successor thereof acting for and on behalf of the United States of

America, which is expected to be the original purchaser and Registered Owner of the
Series 2006 A and Series 2006 B Bonds.
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*Qualified Investments” meane and incindes any of the following:
(2)  Governmernt Obiigations;

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

() Bonds, debentures, notes or other evidemces of
indebtedness issued by any of the following agencies: Ranks for
Cooperatives; Federal Iniermediate Credit Barks; Federal Horne
Loan Bank System; Export-Import Bank of the United States:
Federal Land Banks; Government National Mortgage Association,
Tennessee Valley Authority; or Washingion Metropolitant Area
Transit Authority;

{d)  Anybond, debenture, note, pardcipation certificate
pr other similar obligations issued by the Federal National
Mortgags 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 tizne
certificates of deposit, time deposits or other similar banking
arrangements) which, te the sxtent not insored by the FDIC, shall
be secured by a pledge of Government Obligations, p rovided, that
said Government Obligations pledged either must mature a3 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 Jeast equal to the principal amount of said time
BCCOUNLS;

()  Money market furds or similar funds whose only
assets are investnents of the type described in paragraphs (2}
through (¢) above;

(z) Repurchase agreements, fully secured by
investments of the types described in paragrapbs (a) through (&)
above, with barks or national barking associetions which are
members of FDIC or with government bond deelers recognized
as primary dealers by the Federal Reserve Bank of New York,
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provided, that said investments securing said répurchase
agreements either must mature as neasly as practicable coincident
with the mamrity of said repurchase agreements cr rmust 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 stich repurchase agreement
shall have a prior perfecied security interest in the coliateral
therefor; must have {or its agenr must have) possession of such
collateral; and such colfateral must be free of all claims by third
parties;

(h}  The West Virginia "consolidated fund” managed by
the West Virginia lnvestment Management Board pursuant o
Chapter 12, Ariicle 6 of the West Virginia Code of 1931, as
amended; and

(iy  Obligations of States or political subdivisions or
agencies thereof, the interest on which is exernpt from federal
income taxation, and which are rated at least A" by Moody's
Investors Service, Inc. or Standard & Poor’s Corporation.

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

“Registrax™ means the Bond Registrar.

"Regulations" means temporary and permanent regalations promulgated under
the Caode, or any predecessor thereto.

_ "Renewal and Replacement Fund” means the Renewal and Replacement Fund
established by the Prior Resolution as the Depreciation Reserve and renamed and continued
hersby,

"Reserve Accounis” means, collectively, the respecrive reserve accoumls
established for the Series 2006 Bonds and the Prior Bonds. :

"Reserve Requiremem" means, collectvel N the respective amounts rt:qu'tre:d
Y Y
to be on deposit in the Reserve Accounts.

"Revenue Fund” means the Revenue Fupd established by the Prior Resofution
znd contirued hereby.

“Secretary” means the Secretary of the Governing Body of the Issuer.
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“Series 2006 Bonds™ means, collectively, the Seties 2006 A Bonds, the Series
2006 B and the Series 2006 C Bonds,

"Serjes 2006 Bonds Construction Trust Fund™ means the Series 2006 Bonds
Censtruction Trust Fund established by Secticn 5.01 hereof.

"Series 2006 A Bonds” means the Water Revenue Bonds, Series 2006 & (United
States Department of Agriculture), of the Issuer, authorized by this Resolution.

: "Series 2006 A Bonds Reserve Account” means the Serfes 2006 A Bonds
Resarve Account established by Section 5.02 hereof. )

"Series 2006 A Bonds Reserve Requirememt” means, as of any date of
calculation, the maximum amount of principal and interest which will become due on the
Serles 2006 A Bonds in the then current or any succeeding year,

"Series 2006 B Bonds” means the Water Revenue Bonds, Series 2006 B (United
States Department of Agriculture), of the Issuer, authorized by this Resciution.

"Series 2006 B Bonds Reserve Account” mesns the Series 2006 B Bonds
Reserve Account established by Section 5.02 hereot,

“Series 2006 B Bonds Resetve Requirernent” meams, as of any date of
calculation, the maximom arsount of principal and iaterest which will become due on the
Series 2006 B Bonds in the then curtent or any succeeding year.

“Series 2006 C Bonds” means the Water Revenue Bonds, Series 2006 C (West
Virginta Infrastructure Fund), of the Issuer authorized by this Resolution.

"Serias 2006 C Bonds Reserve Account” means the Series 2006 C Bonds
Reserve Account estabtished by Section 5.02 hereof,

"Series 2006 C Bonds Reserve Requirement” means, as of apy date of
calcwlation, the maximum amount of principal and interest which will become due on the
Series 2006 C Bonds in the then current or apy succeeding year,

“Series 2006 C Bonds Sinking Fund® mezns the Series 2006 C Bonds Sinking
Fund established by Section 5.02 hereof.

*State” means the State of West Virginia.
"Supplemental Resolution” means any resglution, ordinance or order of the

Issuer supplementing or amending this Resolation and, when preceded by the article "the,”
refers specifically to the supplementai resolution authorizing the sale of the
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Series 2006 Bonds; provided, that any matter intended by this Resolution to be included in
the Supplemental Resolution with respect to the Series 2006 Bonds, and not so included may
be included in another Suppiemental Resolution. -

"Surplus Revenues” means the Net Revenues noi required by the Bond
Legislation to be set aside and held for the payment of or security for the Bonds, including,
without {imitation, the Sinking Pends, the Reserve Accounis and the Renewal and
Reptacement Fund. '

"System" means the complete existing waterworks system of the Issuer and all
waterworks facilities owned by the Issuer and ali facfiities and other property of every nature,
real or personal, now or hereafter cwned, held or used in connection with the waterworks
system; and shall include the Project and any and aff extensions, addidons, betterments and
improvements thereto hereafier acquired or constructed for the waterworks systera from any
sources whatsoever, both within and without the Issuez,

"Tap Fees" means the fees, if any, paid by prospective customers of the Systern
in order io connect therelo. -

"“West Virginia Infraszructure Fund™ means the West Virginia Infrastructure
Fund established in accordance with Chapter 31, Article 15A, Section 9 of the West Virginia
Code of 1931, as amended and in effect on the date of enacmnent bereof.

Additional terms and phrases are defined in this Resolution 2s they are used.
Words importing singular number shall include the phural number In each ¢ase and vice versa;
words importing persons shall inckide firms and corporations; and words importing the
masculing, feminine or neuiral gender shall include any other gender.
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ARTICLE Tl

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT

, Section 2.01. Authorization of Acquisition and Construction of the
Proiect. There is hereby authorized and ordered the acguisition and construction of the
Project, at an estimated cost of not to exceed $5,831,050, in accordance with the plans and
specifications which have been prepared by the Consulting Enginesrs, heretofore filed in the
office of the Governing Body. The proceeds of the Bonds hiereby authorized shall be applied
as provided in Arficle VI hereof. The Issuer has received bids and will enter inte contracts
for the acquisition and construction of the Project, in an amount and otlierwise compatible
with the financing plan submitted to the Purchaser, the Anthority and the Couneil.

The cost of the Project is estimated not o exceed $5,531,030, of which not

" more than $2,000,000 will be obtained from proceeds of the Series 2006 A Bonds, not more

than $713,000 wiil be obtained from proceeds of the Series 2006 B Bonds, and not more than

$1,918,050 will be obtalned from proceeds of the Series 2006 C Bonds, and approximately
$1,200,000 will be obtained from proceeds of a grant from the Cousncil. ’
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ARTICLE Il

AUTﬁORIZATION, 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 2006 Bonds, if any, funding reserve accounts for the Series 2006
Bonds, paying Costs of the Project not otherwise provided for and paying certain cosis of
issuance and related costs, or eny or all of such purposes, as determined by the Supplemental
Resohution, there shall be and herehy are authorized 1o be issued the negotiable Series 2006 A
Bonds, Series 2006 B Bonds and the Series 2006 C Bonds of the Issuer. The Series 2006 A
Bonds shall be issued as a single bond, designated "Water Revenue Bonds, Series 2006 A
(United States Department of Agricvlure),” in the principal amount of not more than
$2.000,000, the Series 2006 B Bonds, shall be issued as a single bond, designated “Water
Revenue Bonds, Series 2006 B (United States Department of Agriculture)”™, in the principal
ampount of zot more than $713,000 and the Series 2006 C Bonds shall be issued as a single
bond, designated “Water Reverue Bonds, Series 2006 C (West Virginia Infrastucture
Fund),” in the principal amonnt of not more than $1,918,030, and each shall have such terms
as set forth hereinafter and in the Supplemental Resolution. The proceeds of the Series 2006
Bonds remaining after funding of the Reserve Accouats (if funded from Bond proceeds) and
capitalizing interest on the Series 2006 Bonds, if any, shall be deposited in or credited 1o the
Series 2006 Bonds Coastruction Trust Fund established by Section 5.01 herecf and applied
as sei forth in Article V1 hereof.

Section 3.02. Terms of Bonds . A. The Series 2006 A Bonds shall be
issued in such principal amounts; shall bear interest at such rate or rates, not exceeding the
then legal maximur: rate, payable monthly on such dates; shall matire on stich dates and in
such amounts: and shall be redesmable, in whole or in part, all as the Issuer shall prescribe
in the Supplementa! Resolution or as specifically provided in the Series 2006 A Bond.

B. The Series 2006 B Bonds shall be issued in snch principal amouats; shall
hear interest at such rate or rates, not exceeding the then legal maximmm rate, payable
montiy on such dawes; shall mature on such dates and in such amounts; and shall be
redeernable, in whole or in part, all as the Issuer shall prescribe in the Supplemenial
Resolution or as specifically provided in the Series 2006 B Bond,

C. The Series 2006 C Bonds shall be issued in such principal amognts; shall
bear interest, if any, at such rate or rates, not excecding the then Jegal maximum rate,
payable quarierly on such dases; shall mature on such dates and in such amcuats; 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 Loan Agreement. The Series 2006 C Bonds
shall be payable 4s to principal at the office of the Payiug Agent, in any coin or currency
which, on the dates of payment of principal is legal tender for the payment of public or
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private debts under the laws of the United States of Amerca. Interest, if any, on the
Series 2006 C Bonds shall be paid by check or draft of the Paying Agent or its agent, mailed
to the Registered Owner thersof at the address as it appears on the books of the Bond
Registrar, or by such other method as shall be muitually agreeable so long as the Authority
is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2006 A
Bonds shail initially be Issued in the form of asingle bond, fully registered to the Purchaser,
with a record of advances attached, representing the aggregate principal amount of the
Qeries 2006 A Bonds. The Series 2006 B Bonds shall initially be issued in the form of a
single bond fully registered to the Purchaser with a record of advarces attached representing
the aggregate principal amount of the Sedes 2006 B Bonds. The Series 2006 C B Bonds shall
initially be issued in the form of a single bond, fully registered (0 the Authority, with a record
of advances and a debt service schedule attached, representing the aggregate principal amount
of the Series 2006 C Bonds, all as provided in the Supplemental Resolution. The Series 2006
Bonds shall be exchangeable at the option and expense of the Registered Owner for another
fully registered Bond or Bonds of the same series in aggregate principal amount equal to the
amount of said Bonds then Ouistanding and being exchanpged, with principal installments or
marucities, as applicable, corresponding o the ¢ates of payment of principal instaliments of
said Bonds; provided, that neither the Purchaser nor the Authority shall be obtigated to pay
any expenses of such exchange. ’

Subsequent series of Bonds, if eny, shall be issued in fully registered form, in
such denominations, dated such daies and bear interest af such raies as determined by a
Supplemental Resolution.

Section3.03.  Executionof Bonds . The Series 2006 Bonds shall be
excented in the name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed
fhereto or jmprinted thereon and attested by the Secretary. In case any one or moze of the
officers who shall have signed or sealed the Series 2006 Bonds shall cease to be such officer
of the Issuer before the Series 2006 Bonds so signed and sealed haye been actmalty sold and
delivered, such Bonds may nevertheless be sold and dellvered as herein provided and gy
be issued as if e person who signed or sealed such Ronds had not ceased to hold such
office. Any Bends may be signed and sealed en behalf of the Issuer by such person ag at the
actual time of the execution of such Bonds shall hold the proper office ia the Tssuer, although
at the date of such Bonds such person may et have held such office of may not have been
so authorized, '

Seetion 3.04, Bond Registrar; Authentication and Registation. A, The
Issuer shall be the Bond Registrar with respect to the Series 2006 A Bonds and 2006 B Bonds
and will keep or cause to be kept at its office by its agent, sufficien: books for the registration
and transfer of the Series 2006 A and Series 2006 B Bonds, and, upon presentation for such
purpose, the Bond Registrar shall, under such reasonable regulations as it may prescribe,
register the Series 2006 A and Series 2006 B Bonds initally issued pursuant hereto and
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register the transfer, or cause to be registered by its agent, on such books, the transfer of the
Series 2006 A and Series 2006 B Bonds as hereinbefore provided,

The Bond Registrar shall accept the Series 2006 A Bonds and Series 2006 B
Bonds for registration or transfer only if ownership thereof is to be registered in the name of
the Purchaser, an individual (Including joint ownership), a cotporation, 2 parmership or 2
trust, and only upog receipt of the social security number of each individual, the federal
employer identification mumber of each corporation or partnership or the soclal security
rurnbers of the settlor and beneficiaries of each trust and the federal employer identification
mamber and date of each trust and the name of the trustee of each trust, and/or such other
ideniffying number and information as may be required by law. The Series 2006 A and
Series 2006 B Bonds shall inftially be fully registered as to both principal and intsrest in the
name of the United States of Amerjca. So long as the Series 2006 A and Series 2006 B
Bonds shall be registered in the name of the United States of America, the address of the
United States of America for registration purposes shall be National Finance Office, St.
Louis, Missouri 63103, or such other address as shall be stated in writing to the Issuer by the
United States of America,

B. The Bond Registrar with respect to the Series 2006 C Bonds shall be the
bank or other entity @ be designated 23 such in the Supplemental Resolution and s
successors and assigns, Mo Series 2006 C Bond shali be valid or obligatory for any purpose
or entitled to any security or benefit under this Bond Legislation ¢oless and ungil the
Cerificate of Authentication and Registration on such Bond, substzniely i 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 Series 2006 C
Bonds shall be conclusive evidence that such Series 2006 C Bonds has been zuthenticated,
registered and delivered urder this Bond Legislation. The Certificate of Authentication and
Registration on any Series 2006 C Bond shall be desmed 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 Series 2006 C Bonds issued hereunder. The provisions of this Section 3.04 relating

to anthentication shall mot apply to the Series 2006 A or Series 2006 B Bonds,
notwithstanding anything herein to the conmary,

Section 3.05. Negotiability. Transfer and Repistration. Subject to the
provisions for transfer of registration set forth below, the Series 2006 Bonds shali be and
have all of the qualities and incidents of negotizble instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder, in accepting the
Series 2006 Bonds shall be conclusively deemed to have agreed that such Bonds shali be and
have all of the quatities and incidents of negotiable Dstruments under the Uniform
Commercial Code of the State of West Virginia, and each suceessive Holder shall furthet be
conclusively deemed to have agreed that said Bonds shall be incontestable in the hands of a
bons fide kolder for value. )
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So long as the Series 2006 Bonds remain outstanding, the Bond Registrar for
the Serles 2006 Bonds shali keep and maintain books for the registration and wansfer of such
Bonds. '

_ The registered 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 surzender thereto together with a written instrument of transfer satisfactory to
the Bond Registrar duly executed by the registered owner or his duly authorized atiorney.

In 21l cases in which the privilege of exchanging Bonds or fransferring the
registered Bonds are exercised, all Bonds shall be deliversd in accordance with the provisions
of this Bond Legislation, All Bonds surrendered in any such exchanges or rransfers shall
forthwith be cancelied by the Bong Registrar. For every such exchange or transfer of Bonds,
the Bond.Registrar may make a charge sufficient to reimburse it for any fax, fee or other
governmental charge required 1o be paid with respect to such exchange or transfer and the
cost of preparing each new Bond upon each exchange ot transfer, and any other expenses of
the Bond Registrar incurred tn connection therewith, which sum or surns shail 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 the Bonds or, in the case of auy 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. Bongds Mutilated, Destroved, Stolen or Lost. In case any
Series 2006 Bond shzll become musilated 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 tenot as the Bonds so mulilated, destroyed,
stolen or jost, in exchange and substitufion for such mutilated Bond, upon serrender and
cancellation of such mutilated Bond, or in lieu of and substitution for the Bond destroyed,
stoler or lost, and upon the Holder's frnishing 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 shali be
cancelled by the Bord Registrar and held for the account of the lssuer. If any such Bond
shall have matured or be about to matire, instead of issuing a substitute Bond, the Issuer may
pay the same, upon being indemnified as aforesaid, aad if such Bond be lost, stolen or
destroyed, without surrender thereof.

Section3 07, Bonds not o be Indebtedness of the Issuer. The Serles 2006
Bonds shall not, in any event, be or copstitute an indebiedness of the Issuer within the
meaning of any constitutional or stamtory provision or Jimitation, but shall be payable solely
from the Net Revenues derived from the operation of the System as herein provided. No
nolder or holders of the Series 2006 Bonds shall ever have the right to corapel the exercise
of the taxing power of the Issuer to pay the Series 2006 Bonds or the interest, if any,
therson.
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Section 3.08, Bonds Secured by Pledge of Net Revenues: Lien Position
with Respect to Prior Bonds. The payment of the debt service of all Series 2006 Bonds shall
- be secured forthwith equally and ratably with each other by a first {fen on the Net Revenues
derived from the System, om & parity with the lien on Net Revenues in favor of the holders
of the Prior Bonds, Such Net Revenues in an amount sufficient fo pay the principal of aud
interest, if any, on and other payments for the Series 2006 Bonds and the Prior Bonds and
to make all other payments provided for in the Bond Legislation, are hereby irrevocably
pledged to such payments as they become due,

Secticn 3.09. Delivery of Bonds. A. With respect to the Series 2006 A
and Series 2006 B Bonds, the Chairman is hereby anthorized and directed to cause such
Ronds, hereby awarded to the Purchaser pursuant to the Letter of Conditious, to be delivered
tor the Purchaser on the date of delivery,

B.  The Issuer shall execute and deliver the Series 2006 C Bonds to the Bond
Registrar, and the Bond Registrar shall authenticate, registex and deliver the Series 2006 C
Bonds io the original purchasers upon receipt of the documents set forth below:

{1} If other than the Awshority, a list of the names in
which the Series 2006 C Bonds are 1o be registered upon original
issnance, fogether with such taxpayer identification and other
information as the Bond Registrar may reasomably require;

{2) A request and authorization o the Bond Regisirar on
behalf of the Issuer, signed by an Authorized Officer, to
anthenticate and deliver the Series 2006 C Bonds fo the original

purchasers;

(3) An executed and certified copy of the Bond
Legislation;

{4y  Anexecuted copy of the Loan Agreement; and

{5}  The unqualified approving opinion of bond counsel

on the Series 2006 C Bonds.
Section 3.10. Form of Bonds. The text of the Series 2006 A and Series

2006 B Bonds and the Series 2006 C Bonds shall be in substansially the following respective
forms, 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 thercof:
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(FORM OF SERIES 2006 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2006 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-1 Date: February 23, 2006

FOR VALURRECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (the
"Borrower"}) promises to pay to the order of the UNITED STATES OF AMERICA (the
"Government”), or its registered assigus, al its National Finance Office, St. Louls, Missouri
63103, or at such other place as the Government may hereafter designate in writing, the
principal sum of TWO MILLION DOLLARS ($2,000,000), plus intersst on the umpaid
principal balance at the tate of 4.375 % per annum. The said principal and interast shall be
paid in the following instailments oo the following dates: Monthly instaliments of interest
only, commencing 30 days following delivery of this Bond and confinuing on the
corresponding day of ezch mouth for the first 24 rnonths afier the date hereof, and $9,020.00,
covering principal and interest, thereafler on said corresponding day of each month, except
shat the final installment shall be paid at the end of 40 years from the date of this Bond in the
sun of the unpaid principal and interest due on the date thereof, and except that prepayments
rnay be made as provided hereinbelovw, The consideration herefor shall support any agreement
modifying the foregotng schedule of payments.

If the (otal amount of the loan is not advanced at the time of loan closing, the
ioan shall be advamced to Borrower as requested by Borrower and approved by the
Government and intterest shall acerue on the amount of each advaace 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 shail be
applied first to interest computed to the effective date of the payment and then {0 principal.

Prepayments of scheduled instaliments, or any portion thercof, may be made
at any time at the option of Borrower, Refunds and extra payments, &s defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become due under this Bord and shall not
affect the obligation of Borrower to pay the remaining installments as scheduled herein,
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If the Govermment at any time assigns this Bond and insures the payment
thereof, Borrawer shall continue to make paymenss to the Governmerit as collection agent for
the holder. -

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government ©
the holder promptly or, except for final payment, be retained by the Govermment and remitied
to the holder on either a calendar quarier basis or an annual installment due dafe basis. The
effective date of every payment made by Borrower, except payrents retained and remitted by
the Government on an armeal instaliment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the holder. The effective date
of any prepayment retained and remitted by the Government to the holder on an annual
instailment due date basis shall be the date of the prepayment by Borrower and {he
Covernment will pay the interest to which the holder js entitled accruing between the effective
date of any such prepayment and the date of the Treasury check w0 the holder.

Any amount advanced or expended by the Government for the collection hereof
oT to preserve or protect zny securlty herefor, or otherwise under the terms of any security or
other nstrument executed in connection with the loan evidenced hereby, at the option of the
Government shall become a part of and bear injerest at the same rate as the principal of the
debt evidenced hereby and be immediately due and payable by Borrower 10 the Goverment
without demmand. Borrower agrees to use the loan evidenced hergby solely for purpases
apthorized by the Government.

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

This Bond, together with any additional bonds ranking on & parity herewith
which may be isswed and outstanding for the purpose of providing funds for financing costs
of acquisition and construction of improvements and extensions o the existing public
waterworks system (the “System™) of the Borrower, is payable sclely from the niet revenues
to be derived from the operation of the System in the manner provided in the hereinafier
defined Resolution. This Bond does not in amy mammer constitute an indebiedness of Borrower
within the meaning of any constitutional or statwtory provision or limitation.

Registration of this Bond is transferable by the regisiered owner hereof inperson
or by his, her or ii3 attorney Quly sutborized in writing, at the office of Borrower, as Bond
Regisirar, but only in the manner, subject to the limitations and upon paymient of the charges,
if any, provided in the Resolution and upon surrender and cancellation of this Bond. Upon
such transfer a new Bond or Bonds, of authorized denomination or denominations, for the like
principal amount, will be issued to the fransferee in exchange herefor.
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This Bond, under the provisions of the Agt, is and has ali the qualities and
incidents of & negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration heveof with the Bond
Registrar.

This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, Including, amoung others, Chapler 16, Article 13A
of the West Virginia Code, as amended (the "Act™), and a Resolution of the Borrower duly
adopted on February 21, 2006, and a Supplemental Reselution of the Borrower duly adopted
or1 February 21, 2006, authorizing issuance of this Bond (collectively, the “Resalution”).

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

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursvant to the Conselidated Farmer and Rural Development Act of 1963, This
Bond shall be subject to the present regulations of the Government and 1o its future reguiations
not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND N ALL
RESFECTS, WITH THE ISSUER'S (I} WATER REVENUE BONDS, SERIES 1573,
DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $370,000 AND CURRENTLY HELD BY THE RURAL UTILITIES
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE AND (2) THE WATER
REVENUE BONDS, SERIES 2004 A, DATED APRIL 23, 2004, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $533,721 AND CURRENTLY
HELD BY UNITED BANK, INC. (COLLECTIVELY, THE “PRIOR BONDS™); AND (3)
WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT or
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED CONCURRENTLY
UEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $713,000,
AND (4) WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA
INFRASTRUCTURE FUND), PATED FEBRUARY 23, 2006, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,918,050.

In accordance with the requirements of the United Stafes Department of
Agriculiure, the Bonds will be in default should any proceeds of the Bonds be used for a
purpose that will contribute w0 excessive erosion of highly erodible land or to the conversion
of wetlands to produce an agricultural commodity.
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bond to be execnted by its Chairman and its corperate seal 1o be hereunto affixed
or jmprinted hereon and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC SERVICE DISTRICT
{(Name of Bormrower)

[CORPORATE SEAL]

{Signature of Executive Official)

Chsirman
(Title of Executive Official)

5308 Route 152
{P.O. Box No, or Street Address)

Lavalette, West Virginia 25535
{City, State and Zip Code)

ATTEST:

(Signamre of Attesting Official)

Secretary
{Title of Atiesting Official)

v
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(Form of Assignment)

ASSIGNMENT

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

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 Bend of the said Borrower with full power of substitution in the
Premises,

Dazed: . .2 .

In presence of:
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(FORM OF SERIES 2006 8 BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE ROND, SERIES 2006 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. BR-1 ' Date: February 23, 2006

FOR VALUERECEIVED, LAVALETTEPUBLIC SERVICEDISTRICT (the
"Borrower™) promises o pay to the order of the UNITED STATES OF AMERICA (the
"Government"), OF its registered assigns, at its National Finance Office, St. Louts, Missouri
63103, or at such other piace as the Government may hereafter designate In writing, the
principal sum of SEVEN HUNDRED AND THIRTEEN THOUSAND DOLLARS
(§713,000), plus interest on the unpaid principal balance at the rate of 4.25 % per anmim.
The said principal and interest shall be paid in the following installments on the following
dates: Monthly instaliments of interest only, commencing 30 days following delivery of this
Bond and contiruing on the corresponding day of each momnth for the first 24 months after the
date hereof, and $3,159.00, covering principal and mierest, thereafter on said corresponding
day of each morth, except that the final instatiment 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 mey be made 23 provided hereinbelow. The consideration
herefor shall support any agreement modifying the foregoing szhedule of payrments,

Tf the total aznount of the Joan is not advanced at the time of loan closing, the
loan shall be advanced to Berrower as requested by Borrower and approved by the
Government and interest shall acerue on the amount of each advance [rom its actual dafe as
shown on the Record of Advances attached herety as a part hereof,

) Every payment nade on any indebtedness evidenced by this Bond shall be
applied first 1o interest computsd to the effective date of the payment and then {o principal.

Prepayments of schednled instzliments, or any pottion thereof, may be made
ar any fime at the option of Barrower. Refunds and extra payments, as defined in the
regulations of the Government according io the source of funds invelved, shall, after payment
of interest, be applied to the instaliments last to become due under this Bond and shall not
affect the obligation of Borrower 10 pay the Temaining installments as schieduled herein,
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If the Government at any time assigns this Bond and insures the payment
thereof, Borzower shall continue to make payments o the Government as collection agent for
the holder.

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the optioa of the Government, be remitted by the Government fo
the holder proniptly or, except for final payment, be retained by the Government and remitted
to the holder on either a calendar guatter basis or an annual installment due date besis. The
effective date of every payment made by Borrower, extept payments retained and remitted by
the Govermment on 2n annual instaliment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the hoider, The effective date
of any prepayment retained and remitted by the Government fo the holdet on an annual
instaliment due date basis shall be the date of the prepayment by Borrower and the
Government will pay the interest to which the holder is entitled acoruing between the effective
date of any sich prepaymeni and the date of the Treasuxy check to the hoider.

Any amount advanced or expended by the Goversment for the coilection hereof
or to preserve of profect any security herefor, or otherwise under the terms of any security or
other instrament executed in connection with the loan evidenced herety, 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 Govemment
withont derpend. Borrower agrees to use the loan evidenced hereby solely for purposes
authorized by the Government.

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

This Bond, fogether with any additional bonds ranking on a parity herewith
which may he issued and outstanding for the purpose of providing funds for fipancing costs
of acquisition and construction .of improvements and extensions to the existing public
waterworks system (the “System”) of the Borrower, is payable solely from the net revenues
to be derived from the operation of the System in the manner provided in the hereinafier
defined Resolution. This Bond does not in any manner constitute an indebledness of Borrower
within the meaning of any constitutional or stamtory provision or limitation.

. Registration of this Bong is transferable by the registered owner hereof in person
or by his, her or its attorney duly authorized in writing, at the office of Borrower, as Bond -
Registrar, but only in the manner, subject o the limitations and upon payment of the charpes,
if any, provided in the Resolution and upon surrender and cancellation of this Bond. Upon
such transfer 2 new Bond or Bonds, of authorized denomination or denominations, for the iike
principel amount, will be issued to the transferee in exchange herefor.
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This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Comraercial Code of the Siate of
West Virginia, but may orly be transferred by transfer of registration hereof with the Bond
Regisirar.

This Bond has been fssued under and in fall compHance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted on February 21, 2006, and 2 Supplementa) Resolution of the Borrower duly adopted
on February 21, 2006, authorizing issnance of this Bond (collectively, the “Resolution™),

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

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

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,

PLEDGE AND SQURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE ISSUER’S (1) WATER REVENUE BRONDS, SERIES 1973,
DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $370,000 AND CURRENTLY HKELD BY THE RURAL UTILITIES
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE, (2) WATER
_REVENUE BONDS, SERIES 2004 A, DATED APRIL 23, 2004, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $533,721 AND CURRENTLY
HELD BY UNITED BANK, INC. (COLLECTIVELY, THE “PRIOR BONDS™); AND (3)
WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF -
AGRICULTURE), DATED FEBRUARY 23, 2006 ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $2,000,000
AND ({(4) WATER REVENUE RONDS, SERIES 2006 C (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED FEBRUARY 23,2006, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,918,050.

fn accordance with the requirements of the United States Department of
Agriculture, the Bonds will be in default should any procecds of the Bonds be used for a
purpose that will contribute o excessive ercsion of highly erodible land or fo the conversion
of wetlands to produce an zgricultural commodity.
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bond 1o be executed by its Chairman and its corporate seal o be hereuzito affixed
or imprinted hereon and atlested by its Secretary, all as of the date hetsinabove writen.

LAVALETTE PUBLIC SERVICE DISTRICT
{Name of Borrower)

[CORPORATE SEAL]
(Signature of Execuiive Official)

Chairman .
(Title of Executive Official)

5308 Route 152
{P.0. Box MNo. or Sweet Address)

Lavalette, West Virginia 23535
{City, State and Zip Code)

ATTEST:

(Signature of Attesting Official}

Secretary
(Title of Attesting Official)
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{Form of Assignment}

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned seils, assigns and transfers to__

fhe 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 Borrower with full power of substitution n the
prenises.

Dated: 32

[

In presence of:

CH74321%.3 30




(FORM OF SERIES 2006 C BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
LAVALBTTE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2006 C
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. CR-1 $1,918.050

¥NOW ALL MEN BY THESE PRESENTS: That on the 23rd day of
February, 2006, LAVALETTE PUBLIC SERVICE DISTRICT, a public service district and
public corporation and political snbdivision of the State of West Virginia in Wayne County of
said State {the "Issuer®), for value received, hereby promises to pay, solely from the special
fonds provided thersfor, as hereinafter set forth, to the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the "Authority") or registered assigns the sum of One
Million Nine Bundred Eighteen Thousand and Fifty DOLLARS (31,918,050}, or such lesser
amount as shall have been advauced 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 gquarterly instaliments on Narch 1, June 1, September 1 and December 1 of each
year, conmumencing 1, , as set forth on the "Debt Service Schedule”
ottached as EXJIIBIT B hereto and incorporated herein by reference.

This Bond shall bear no interest. Principal installments of this Bond are payable
ir. any coln Or CUETETCY which, on the respective dates of payment of such installments, is legal
render for the payment of public and privae debts under the laws of the United States of
America, at the office of the West Virginia Municipal Bond Commission, Charleston,
West Virginia (the "Paying Agent”).

This Bond roay. be redeemed prior to its stated date of maturity in whele or in
part, but only with the €xpress written consent of the Authority and the West Virginia
Infrastmeture and Jobs Development Council (the “Councit™), and upon the terms and
conditions prescribed by, and otherwise in compiiance with, the Loan Agreement by and
berween the Issuer and the Authority, on behalf of the Council, dared February 23, 2006.

This Bond is isswed (G} to pay a porilon of the costs of ecquisition and
construction of improvements and extensions to the existing public waterworks system of
the Tssuer (the "Project”); and (i) to pay certain costs of issuance of the Bonds of this Seriss
{the “Bonds™) and related costs, The existing public walerworks system of th Issuer, the
Project and any further additions, betierments or improvements thereio are herein called the
"Systern.”  This Bond is issued under the authority of and in full compliance with the
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Constitution and statutes of the State of West Virginia, inelnding particularly Chapter 16,
Article 13A and Chapter 31, Article 15A of the West Virginia Code of 1931, as amended
(collectively, the "Act"), 2 Bond Resolutior duly adopied by the Issuer on Febroary 21, .
2006, 2nd a Supplemental Resolution duly adepted by the Issuer on February 21, 2000
(collectively, the "Bond Legislation"), and Is subject to all the terms and conditons thereof.
The Bond Legislation provides for the issuance of additional bonds under certain conditions,
and such bonds would be entirted to be pald and secured equally and ratably from and by the
sunds and revenues and other security provided for the Bonds under the Bond Legislation.

: THIS BOND 1S ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE ISSUER’S (1) WATER REVENUE BONDS, SERIES 1973,
DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $370,000 AND CURRENTLY HELD BY THE RURAL UTILITIES
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE, {2} WATER
REVENUE BONDS, SERIES 2004 A, DATED APRIL 23, 2004, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $533,721 AND CURRENTLY
HELD BY UNITED BANK,, INC. (COLLECTIVELY, THE “PRIOR BONDS™), AND (3
WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006 ISSUED CONCURRENTLY
HERFWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $2,000,000
(THE “SERIES 2006 A BONDS™), AND (4) WATER REVENUE BONDS, SERIES 2006
B (UNTTED STATES DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 23,
2006 ISSUED CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE
PRINCIFAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS™}.

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 operation of the 8ystem, on a
parity with the pledge of Net Revernues in favor of the Halders of the Series 2006 A and
Serles 2006 B Bonds and the Prior Bonds, and from monies in the reserve accoynt created
under the Bond Legistation for the Bands (the "Series 2006 C Bonds Reserve Account”), and
unexpended proceeds of the Bonds.  Such Net Revenues shall be sufficient to pay the
principal of and interest, if any, on all bonds which may be issued pursuant to the Act and
which shall be set aside as a special fund hereby pledged for such purpose, This Bond does
not constitate an indebtedness of the Issuer within the meaning of any coustitutional or
statutory provisions or limitations, not shali the [ssuer be obligated to pay the same or the
interest, if any, hereon, exeept from said special fund provided from the Net Revenves, the
monies in the Series 2006 C Bonds Reserve Account and unexpended proceeds of the Bonds.
Pursuant to the Bond Legislation, the Issuer has covenanted and agreed fo establish and
matntain just and equitable rates and charges for the use of the Systern and the services
rendered thereby, which shall be sufficient, together with other reyenues of the System, t0
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 payabie in any
year for principal of and interest, i any, on the Bonds, and all other obligations sscured by
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a lien on or payable from such revenwes on a parity with the Bonds, including the
Series 2006 A Bonds, the Series 2006 B Bonds and the Prior Bonds; provided however, that
50 lohg as there exists in the Series 2006 C B Bonds Reserve Account 2n amount at lpast
equal to she maximum amount of principal and interest, if any, which wiil become due on
the Ronds i the then current or any succeeding year, and in thie respective reserve acCouIRs
eswblished for any other obligations outstanding on a parity with the Bonds, including the
Series 2006 A Bonds, the Series 2006 B Boxnds and the Prior Boads, an amount at leest equal -
to the requiremens therefor, such percentage may be reduced to 110%. 'The Ismer has
entered into certain further covenanis with the registered owners of the Bonds for the terms
of which reference is made to the Bond Legistation. Remedies provided the registered
owners of the Bouds are exclusively as provided in the Bond Legislation, to which reference
is here rmade for a detailed description thereof.

Subject to the regiswation requirements set forth herein, this Bond s
wransferable, as provided in the Boné Legislation, only upon the books of The Hontington
. Nafional Bank, Charleston, West Virginia, as registrar (the “Registrar™), by the registered
owner, or by irs attorney duly authorized in writing, upon the surrendec of this Bond,
together with a written instrument of transfer satisfactory fo the Registrar, duly executed by
the registered owner or ity attorney duly authorized in writing.

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

All money received from the sale of this Bond, after reimbursemenf and
repayment of all amounts advanced for preliminary expenses as provided by law and the
Bond Legistation, shall be applied solely 1o payment of the costs of the Project and costs of
issuance hereof described in the Bond Legistation, and there shall be and hereby is created
and granted a lien upon such mories, wntil 5o applied, in favor of the registered owner of
this Bond. :

In accordance with the requirements of the United States Deparmment of
Agriculture for the issuance of parity obligstions, the Bonds will be in defanit should any
proceeds of the Bonds be used for a purpose that will contribute to excessive erosion of
highly erodible land or to the conversion of wetlands 10 produce an agricuitural commodity.

IT IS HEREBRY CERTIFIED, RECITED AND DECLARED that all acls,
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 ali other
obligations of the Issuer, does not exceed any it prescrived by the Constimtion or statutes
of the State of West Virginia and that a sufficient amount of the Net Revenues of the System
hias 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.
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All pmvis’ions of the Bond Legislation, resolutions and statates under which fils
Bond is issued shall be deermed fo be a part of the contract evidenced by this Bond to the
same extent as if written fully berein. '
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bend to be signed by its Chairman, and its corporate seal to be hereunto affixed
and altested by its Secretary, and has caused this Bond to be dated the date first written

above.
[SEAL]
Chsinman
ATTEST:
Secretary
35
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{Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond it one of the Series 2006 C 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: February 23, 2006,

THE HUNTINGTON NATIONAL BANK,
&8s Registrar

Anthorized Officer
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EXHIBIT A

RECORD OF ADVANCES
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Fﬁrm of)
ASSIGNMENT

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

the il Bomd and does hereby irrevocably constimte and  zppoint
, Attomey 1o transter the said Bond
on the books kept for registration of the within Bond of the ‘said Issuer with full power of
substitution in the premises.

Dated: . 2

In the presence of:
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Section 3.11. Sale of Bonds: Approval and Ratification of Execution of
Loan Agreement. A. The Series 2006 A Bonds shall be sold to the Purchaser, pursuant (o
the terms and conditions of the Letter of Conditions. The Leiter of Conditions, including
all attachments, are hereby approved and incorporased intg this Bond Legislation.

B.  The Series 2006 B Bonds shall be sold to the Purchaser, pursuaat to the
terms and conditions of the Letter of Conditions.

C.  The Series 2006 C Bozds shall be sold to the Authority, pursuant {o the
termns and conditions of the Loan Agresment. If ot so authorized by previous ordipance
or resolution, the Chairman is specifically authorized and directed o execule the Loan
Agreement in the form attached hereto as “Exhibit A" and made a part hereof, and the
Secretery is directed to affix the seal of the Issuer, attest the same and deliver the Loan
Agreernent to the Authority, and any such prior execution and delivery is hereby autharized,
approved, ratified and confirved. The Loan Agreement, mncluding 2l schedules and

exhibits atrached thereto, are hereby approved and incorporated into this Bond Legistation.

Section 3.12. " Amended Schednle B" Fiing . Upon completion of the
acquisition and construction of the Project, the Tssuer will file with the Puichaser, the
Auhority and the Council a schedule, the forms of which will be provided by the Purchaser,
the Authority and the Council, setting forth the actual costs of the Project and sources of
funds therefor.
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ARTICLE IV

TRESERVED]
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ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THERECF

Section 5.01.

Establishment of Funds and Accours with Depository Bank

The following special funds or accounts are hereby created {or continued if previously
established by the Prior Resolution) with and shalf be held by the Depository Bank, separate
and apart from 2l ofher funds or accounts of the Depository Bank and the Issuer and from

each other:
(1)
2
(3}

{4)

Section 3 0’2.

Revenue Fund (established by the Prior Resolution);
Reserve Funé {established by the Prior Resolution); .

Renewal and Replecement Fund (established by the Prior
Resolution as the Depreciation Reserve); and

Sertes 2006 Bonds Constretion Trust Fund,

Bstablishment of Funds and Accounts with Comgission -

The following special funds or accounts are hereby created with and shall be held by the
Commission, separate and apart from all other funds ar accounts of the Cormrmission and the
Issuer and from each other:

4y
)
®
(4)

Section 5.03.

Series 2006 A Bonds Reserve Account;
Series 2006 B Bonds Reserve Account;
Series 2006 C Bonds Sinking Fund; and
Series 2006 C Bonds Reserve Accotmt,

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 Revenwe Fund shall copstitute & trust fund for the purposes provided
in this Bond Legislation and shall be kept separate and distinct from atl other funds of the
Issuer and the Depository Bank and used only for the purposes and in the manner provided
in this Bond Legislation, All revenues at any tirae on deposit in the Revemue Fund shall be
disposed of only in the following order and prority:

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

CHTA%219 .3

42




CH745215.3

(2}  The Issuer shall next, each month, on or befove the due dafe
thereef, transfer from the Revenue Fund and remit to the Nationa] Finance
Office (i) the amount required by the Prior Resolution to pay the interest on the
Prior Bonds; {i) the amounts required to pay interest on the Series 2006 A
Bonds, and (iii} the amounts required {o pay intercst oft the Series 2006 B Bonds.

(3)  The Issuer shall next, each month, transfer from the Revenue Fund
and (i) on or before the due daie thereof, remit to the National Finance Office
the ameunt required by the Prior Resolution to pay the principal of the Prior
Bonds; and (if) on ar before the due dafe thereof, remit to the National Finance
Office, cormmencing 24 montis following the date of delivery of the Series
7006 A Bonds, the amount required to amortize the principal of the Series
2006 A Bonds over the life of the bord issue; (iif) on or before the due date
thereof, remit jo the National Finance Office, cormumencing 24 monthy following
the date of delivery of the Sexies 2006 B Bonds, the amount required to amortize
the principal of the Series 2006 B Bondy over the life of the issue and {iv) on the
first day of each month, remit 1o the Commission, commenging 3 months prior
to the first date of payment of principal of the Serics 2006 C Boads, for deposit
i the Series 2006 C Bonds Sinking Fund, an amount equal 10 1/3rd of the
amount of principal which will mature and become due on the Series 2006 C
Bonds on the next ensuing quarterly principal payment date; provided that, in the
event the period to clapse between the date of such initial deposit i the
Serles 2006 C Bonds Sinking, Fund and the next quarterly principal payment date
is less than 3 months, then such monthly paymeiit shall be increased
proportonately to provide, 1 month prior to the next quarterly principal payment
date, the required amount of principal coming due on such date.

{4y  The Issuer shall pext, on the first day of each month, wansfer from
the Revenue Fund and (1) remit to the Comumission or Depository Bank; as
applicable, the amount required by the Prior Resolution to be deposited in the
Reserve Pund for the Prior Bonds; and (i) remit to the Coramission,
copnmencing 3 mouths after the completion of construction of the Project, as
certified by the Consulting Engineers, if not fully funded upen issuance of the
Serjes 2006 A Bonds, for deposit in the Series 2006 A Bonds Reserve Account,
an amount equal to 10% of the monthly payment amount each month, until the
amount in the Series 2006 A Bonds Reserve Account equals the Series 2006 A
Bonds Reserve Requirement; provided that, no further payments shell be imade
tnto the Series 2006 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;{ili) rermit 1o e
Commission, commencing 3 months afer the completion of construction of the
Project, as certified by the Consulting Engineers, if not fully funded upon
issuance of the Series 2006 B Bonds, for deposit in the Series 2006 B Bonds
Reserve Account, an amouns equal to 10% of the montily payment amocunt each
month, until the amount in the Series 2006 B Bonds Reserve Account equals the
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Saries 2006 B Bonds Reserve Requirement; provided thar, no further payments
shall be made into the Series 2006 B Boads Reserve Account when there shall
have been deposited therein, and as long as there shall remain en deposit therein,
an amount equal to the Series 2006 B Bonds Reserve Requirement; and {iv)
remit to the Commission, commencing 3 months after e compietion of
construction of the Project, as certified by the Consulting Engineers, if not fully
funded upon issuance of the Series 2006 C Bonds, for deposit in the Series 2006
C Bonds Reserve Accoumt, an amount equal to 1/120th of the Series 2006 C
Bonds Reserve Requirement, untl the amount in the Series 2006 C Bonds
Reserve Account equals the Series 2006 C Bonds Reserve Requirement;
provided that, ro further payments shall be made into the Series 2006 C Bonds
Reserve Account when there shall have been deposited therein, and as long as
there shall remain on deposit therein, an amount equal to e Series 2006 €
Ponds Reserve Requirement.

(3)  TheIssuer shali next, on the first day of each month, trausfer from
the Revenue Fund and remit to the Depository Bank for deposit i the Renewzl
and Replacement Fund, an amount equai io 2 1/2% of the Gross Revexues each
month, exclusive of any payments for account of amy Reserve Account;

provided, that, as long as the lesuer’s Series 1073 Bonds remain outstanding, the

" Issuer must accumuiate in the Rene wal and Replacerent Fund the aggregate sum

of $47,000 and maimain such sum therein and shall use the monies therein as
pravided by the Prior Resciution, except that any deficiencies in the debt service
payments on the Series 2006 A Bonds and Series 2006 B Bonds shall be payable
from the Renewal and Replacernent Fund on a parity with the Prior Bonds. Alt

funds in the Reneval and Replacement Fund shall be kept apart from all other

funds of the Issuer or of the Depository Bank and shall be invested and
relnvested i aceordance with Axticle VIII hereof, Withdrawals and
disbursements raay be made from the Renewal and Replacement Fund for
replacements, repairs, jmprovements or extensions to the System; provided that,
any deficiencies in any Reserve Accouuis {except to the extent such deficiency
exists because the required payments into such account have not, as of the date
of determipation of a deficiency, funded such account to the maximum extent
required hereof) shall be prompily eliminated with monies from the Renewal and
Replacement Fund.

(6)  After eli the foregoing provisions for use of monies in the Revenue
Fund have been fully complied with, any monies remaining thersin and not
permitted to be retained therein may be nsed to prepay installments of the Bonds,
pro rata, or for any lawful purpose of the Systemn.

Monies in the Series 2006 A Bonds Reserve Account shall be used. only for the

purpose of paying principal of and interest on the Series 2006 A Bonds as the same shall
come due, when other monies are insufficient therefor, and for no other purpose, Whenever
the monies in the Series 2006 A Bonds Reserve Account shall be sufficient to prepay the
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Series 2006 A Bonds in fill, it shail be the mandatory duty of the Issner, anything to the
contrary herein notwithstanding, to prepay, at the earliest practical date and in accordance
with applicable provisions hereof, the Series 2006 A Bonds, together with accrued interest
thereon to such prepaymeut dale.

Monies in the Series 2006 B Bonds Reserve Account shall be used only for the
purpose of paying principal of and interest on the Series 2006 B Bonds as the same shall
come due, when other monies are insufficient therefor, and for no ather prrpose. Whenever
the monies in the Series 2006 B Bonds Reserve Accouat shall be sufficient to prepay the .
Series 2006 B Bonds in full, it shall be the mandatory duty of the Issuer, anything o the
contrary herein notwithstznding, (o prepay, at the earliest practical date and in accordance

_ with applicable provisions hereof, the Series 2006 B Bonds, together with accrued interest
thereon to such prepayment date.

Mories in the Series 2006 C Bonds Sinking Fund shall be used only for the
purpose of paying principal of and interest, if any, on the Series 2006 C Bonds as the sarme
shall become due. Morties in the Series 2006 C Bonds Reserve Account shall be used onty
for the purpose of paying principal of and interest, if any, on the Series 2006 C Bonds as
the same shall come due, When other monies in the Series 2006 C Bonds Sinking Fund are
insufficient therefor, and for no other purpose. Whengver the monias in the Series 2006 C
Bonds Reserve Account shall be sufficient to prepay the Series 2006 C Boads in Full, it shall
be the mandatory duty of the Issuer, anything to the contraty herein notwithstanding, fo
prepay, at the carliest practical date and in accordance with applicable provisions hereof, the
Series 2006 C Bonds and accrued interest, if any, thereon to such prepayment date,

Al investment earnings on monies in the Series 2006 A Bonds Reserve Account
(if fully funded), the Series 2006 B Bonds Reserve Account (if fully funded), the Series 2006
C Bonds Sinking Fund and {he Series 2006 C Bonds Reserve Account {if fully funded] shall
be tensrned, not less than once each year, by the Comnission to the Issuer, and such
amounts shall, during construction of the Froject, be deposited in the Series 2006 Bonds
Construction Trust Fund, end following completion of construction of the Project, shalt be
deposited in the Revenue Fund and applied in full, first 1o the next ensuing interest payment,
if any, due on the Series 2006 A Bonads the Series 2006 B Bonds and the Series 2006 C
Baonds, respectively, and then {o the next ensuing principal payment dug thereon, all ona
pro rata basis.

Any withdrawaly from the Series Z006 A Bonds Reserve Account the Series
2006 B Boads Reserve Account or the Series 2006 C Bonds Reserve Account which result
in a reduction in the balance of such accounts to below the Series 2006 A Bonds Reserve
Requirement, the Series 2006 B Bonds Reserve Requiremeni o1 the Seriss 2006 C Bonds
Reserve Requirement, respectively, shall .be subsequently restored from the first Net
Revenues available after all required payments have beer made i full in the order set forth
apove. -
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As and when additional Bonds ranking on a parity with the Bonds are issued,
provision shall be made for additional payments ioto the respective sinking funds sufficient .
to pay the inferest on such additional parity Bonds and accompiish retirersent thereof at
maturity and to accurmuiate a balance In the respective reserve aceonnts in an amount equal
to the requirement therefor.

The Issuer shall not be required to make any further payments into the
Series 2006 A Bonds Reserve Account the Series 2006 B Bonds Reserve Account or the
Series 2006 C Bonds Reserve Account when the aggregate amount of funds therein arm a
least equal to the aggregate principal amount of the respective Bonds issued pursuant to this
Bond Legislation then Ouistanding and all mterest, if any, to accrue until the maturity
thereof,

Principal, interest or reserve payments, whether for 2 deficiency or otherwise,
shall be made on 2 parity and pro rata, with tespect to the Series 2006 A Bonds, the Series
3006 B the Series 2006 C Bonds and the Prior Bonds in accordance with the respective
principal amounts then Outstanding,

The Issuer may designate another bank or trust compagy fnsured by FDIC as
Depository Bank if the Depository Bank should cease for any feason to serve o7 if the
Governing Body determines by resolution that the Depesitory Bank cr its successor should
1o longer serve as Depository Bank, Upon any such changs, the Governing Body will cause
notice of the change to be sent by registared or certified mail to the Puzchaser, the Cotneil
and the Authority.

The Commiission is hereby designated as the fiscal agent for the administration
of the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Reserve Account,
the Series 2006 C Bonds Sinking Fund and the Series 2006 C Boads Reserve Account
created hereunder, and all amounts required for such funds shall be remitted to the
Cormmission from the Revenue Fund by the Issuer at the times provided herein, 1f required
by the Purchaser, the Authority or the Councit at any time, the Issuer shall make the
‘necessary arrangements whereby required payments into the said accounts shall be

 antomatically debited from the Revemuc Fuad and electronically transferred to the
Comznission on the dates required hereunder.

Monies in the Series 2006.A Bonds Reserve Accouat, the Series 2006 B Bonds
Reserve Account, the Series 2006 C Bonds Sinking Fund and the Series 2006 C Bonds
Reserve Account shall be invested and reinvested by the Commission in accordance with
Secrion 8,01 heraof.

‘ The Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Reserve
Account, the Serfes 2006 C Bonds Sinking Fund and the Series 2006 C Bords Reserve
Account, shall be used solely and only for, and are hereby pledged for, the purpose of
servicing the Series 2006 A Bonds the Series 2006 B Bonds and the Series 2006 C Bonds,
respectively, under the conditions and restrictions set forth herein,
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B.  The Issuer shall on the first day of each month {if the first day is not 2
business day, then the first business day of each month) remit m the Commission the
required principal, interest and reserve account payments aod all such payments shall be
remitted (0 the Commission with appropriate instructions as to the custody, use and
application thereof consistent with the provisions of this Bond Legislation.

C.  The Issuer shall complete the "Monthly Payment Forrn," 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 5th day of such calendar month. |

D.. Whenever all of the required and provided transfers and payrments from
the Revenue Fund into the several special funds, as hereinbefore provided, are current and
there remeins 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, soch excess shall be considered Surplus Revenues. Surplus
Revenues raay be used for any lawful purpose of the System.

E.  The lssuer shall remit from the Revenue Fund to the Commission, the
Registrar, the Paying Agent or the Depository Bank, or such dates as the Commnnission, the
Registrar, the Paying Agent or the Depository Bank, as the case niay be, shall require, such
additional sums as shall be necessary o pay their respective charges, fees and expenpses then
due. In the case of payments to the Comenission under this paragraph, the Issuer shail, if
required by either the Authority or the Council at any time, make the necessary
arrangements whereby such requized payments shall be automatically debited from the
Revenue Fund and electronically transferred to the Commission on the dates required.

F.  The monies in excess of the maximum amounts insured by FDIC in any
fund or account shail at all imes be secured, to the full extent thereof in excess of such
insured sum, by Qualified Investmenis as shall be eligibie as security for deposits of state
and municipal furds under the laws of the State.

G.  Honany monthly payment date the reverues are jnsuificient to place the
required amount in any of the funds and accounts as hereipabove provided, the deficiency
shail 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; proyided, however, that the priority of curing deficiencies in the fonds and accounts
nerein shall be in the same order as payments are 10 be made pursuant to this Section 5.03,
and the Net Revenues shali be applied to such deficiencies before being applied to any other
payments hereunder.

H, Al remittances made by the Issuer o the Commission or the Depository
Bank shall clearly identify the fund or account into which each amount is to be deposited.

I.  The Gross Revenues of the System shall only be used for purposes of the
System.
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J.  All Tap Fees shall be deposited by the Issuer, as received, in the Series
2006 Bonds Construction Trust Fund, and following completion of the Project, shall be
deposited in the Revenue Fund and may be used for any lawful purpese of the System.

CH74521%.3 48




ARTICLE VI

HOND PROCEEDS: CONSTRUCTION DISBURSEMENTS

Section 6.01. Asnplication of Bond Progeeds; Pledge of Unexpended Bond
Proceeds, From ths monles received from the sale of the Series 2006 Bonds, the following
amounts shatl be first dedueted and deposited i the order set forth below:

A.  From the procseds of the Series 2006 A Bonds, there shall be dsposited
. with the Commission in the Series 2006 A Bonds Reserve Account, e amovnt, if any, sef
forth in the Supplemental Resolution for funding the Series 2006 A Bonds Reserve Account.

: B,  From the proceeds of the Series 2006 B Bonds, there shall be deposited
with the Commission in the Series 2006 B Bonds Reserve Accounnt, the amount, if any, set
forth in the Supplemental Resolution for funding the Series 2006 B Bonds Reserve Account.

C.  From the proceeds of the Series 2006 C Bonds, there shatl be deposited
with the Commission in the Series 2006 C Bonds Resexve Account, the amourt, if any, set
forth in the Supplemental Resolution for funding of the Series 2006 C Bonds Reserve
Account.

D.  As e Issuer receives advances of the remaining sonies derived from
the sale of the Series 2006 A Bonds, such monies shall be depogited with the Depository
Pank in the Series 2006 Bonds Construction Trust Fund and applied solely to payment of
costs of the Project in the manner set forth in Section 6.02 tereof and until so expended, are
hereby pledged as additional security for the Series 2006 A Bonds.

E.  As the Issuer receives advances of the remaining monies derived from |
the sale of the Series 2006 B Bonds, such monies shall be deposited with the Depository i
Rank in the Series 2006 Bonds Construction Trust Fund and applied solely to payment of |
costs of the Project in the manner set forth Iz Section 6.02 hereof and until so expended, are
hereby pledged a5 additional security for the Series 2006 B Bonds.

F,  As the Issuer recejves advances of the remaining monics derived from
the sale of the Series 2006 C Bonds, such monies sball be depositzd with the Depository
Bank in the Series 2006 Bonds Construction Trust Fund and applied solely to payment of
costs of the Project in the manner set forth in Section 6.02 hereof and until so expended, are
hereby pledged as additional security for the Series 2006 C Bonds.

G. After completion of copstruction of the Project, as certified by the
Consulting Engineers, and all costs have been paid, any remaining proceeds of the Series
2006 A Bonds and Series 2006 B Bonds shall be expended as directed by the Purchaser and
any remaining proceeds of the Series 2006 C Bonds shall be expended as directed by the
Council.
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Section 6.02. Dishursements From the Bond Constroction Trust Fond.

A.  The proceeds of the Series 2006 A Bonds, and the Series 2006 B Bonds,
in the Series 2006 Bonds Construction Trust Fund shall be used soiely io pay the cost of
acquisition and construction of the Projectupon vouchers and other documentation approved
by the Purchaser.

B,  The Issuer shall each momth provide the Council with a requisition for
the costs incurred for the Project, together with such documentation as the Councii shall
require. Payments of all Costs of the Project from the Series 2006 C Bonds shall be made
monthly.

Except as provided in Section: 6.01 hereof, disbursements of proceeds of the
Series 2006 C Bonds from the Series 2006 Bonds Construgtion Trust Fund shall be made
only after submission to the Council of a cextificate, signed by an Authorized Officer and
the Consuliing Engineers, staring that:.

(i)  None of the iterns for which the paymert is proposed
to be made has formed the basis for any disbursement thereiofore
, made;

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

¢(iif)y Each of such costs has been otherwise properly
incurred; and

(iv) Payment for each of the items proposed is then due
and owing, '

The Issuer shall expend all proceeds of the Series 2006 C Bonds within 3 years
of the date of the issuance of the Council’s Bonds, the proceeds of which were used fo make
the loan to the Issuer. '

Pending such application, monies in the Series 2006 Bonds Construction Trust

Fund shall be invested and reinvested in Qualified Investments at the written direction of the
Issuer, '
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ARTICLE VI

ADDITIONAL COVENANTS OF THE ISSUER

Section-7.01. General Covenants of the Issuer . All the covenans,
agresments and provisions of this Bond Legisiation shall be and constitute valid and legally
binding covenants of the Issuer and shzll be enforceable in any court of competent
jurisdiction by any Holder or Holders of tie Series 2006 Bonds. In addition to the other
covenants, agreements and provisions of this Bond Legislation, the Issuer heraby covenaits
and agrees with the Holders of the Series 2006 Bonds as hereinafter provided in this
Article VII. Al such covenants, agreements and provisions shall be imeveocable, except as
provided hexein, as long as any of the Series 2006 Bonds or the interest, if any, thereon is
Outstanding and unpaid. ‘

Section7.02. Bonds not fo be Indebtedness of the Issuer The Series 2006
Bonds shall not be por constifue an indebtedness of the Issuer within the meaning of any
constitutional, statutory or charter limitation, but shall be payzble solely from the funds
pledged for such payment by this Bond Legistation, No Holder or Holders of any Bouds
shall ever have the right to compel the exercise of the taxing power of the Issuer to pay the
Series 2006 Boads or the inferest, 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 all the Series 2006 Bonds
shall be secuted forthwith equally and ratably with each other by a first lien on the Net
Revenues derived from the Sysiem, on a parity with the lien on the Net Revennes in favor
of the holders of the Prior Bonds. The Net Revenues in an amount sufficient to pay the
principal of and interest, if any, on the Sexies 2006 Bonds and the Prior Bonds and to make
the payments ito all funds and accounts and all other payments provided for in the Bond
I egistation aze hereby irrevocably pledged, in the mamner provided herein, to such payments
as they become due, and for the other purposes provided in the Bond Legislation.

Section 7.04. Rates znd Charpes. The Issuer has obtained any and alt
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 2] requisite zppeal periods having
expired without successful appeal. Such rates and charges shall be sufficient to comply with
the requirements of the Loan Agreement. The initla} schedule of rates and charges for the
services and facilities of the Systera shall be as set forth and approved and described in the
Commission Ozder of the Public Service Commission of West Virginia entered October 12,
2005, in Case No. 05-0775-PWD-CN, ard such rates are hereby adopted, which rates are
incorporated herein by reference as a part hereof.

So long as the Prior Bonds and the Series 2006 Bonds are ontstanding, the
Tssuer covenants and agrees to fix and collect rates, fees and other charges for the use of the
Systern and 1o take ali such actions necessary 10 provide funds sufficient to produce the
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required surns set forth in the Bond Legistation and in compliance with the Loan Agreement.
In the event the schedule of rates and charges initially established for the System in
conmection with the Serfes 2006 Bonds shall prove to be insufficient to produce the required
sums set forth in this Bond Legistation and the Loan Agreement, the Issuer hereby covenants
and agrees that it will, 1o the extent or in the manner authorized by law, immediately adjust
and increase sich schedule of rates, fees and charges and take all such actions necessary W
provide funds sufficient w produce the required sums set forth in this Bond Legisiation and
the Loan Agreament. »

Section 7.05. Sale of the System . So long as the Prior Bonds are
ouistanding, the provisions governing the sale of the System, or any part thereof, shalf be
as ‘set fortn and described in the Prior Resolution and the Systern may not be sold,
mortgaged, leased or otherwise disposed of vmless the Issuer has obtzined the writen
consent of the Purchaser, the Authority and the Council, as applicable bondholders.
Further, o long as the Series 2006 Bunds are outstanding and except as otherwise required
by law, and with the written consent of the Purchaser, the Authority and the Council, the
System may not be sold, morigaged, Jeased or otherwise disposed of, except s a whole, or
substantially as 2 whole, and only if the net proceeds to be realized shall be sufTicient 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 Sysiem shall, with respect to the
Series 2006 A, and the Series 2006 B Bonds, immediately be remitted to the National
Finance Office, and with respect to the Serfes 2006 C Bonds, immediately be remitted (o the
Comrmission for deposit in the Series 2006 C Bonds Sinking Fund, and, with the written
consent of the Purchaser, the Authority and the Council, the Issuer shall direct the National
Finance Office and the Commission to apply such proceeds to the payment of principal of
and interesy, if any, on the Series 2006 Bonds. Any balance remaining after the payment
of ail the Series 2006 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 noiwithstanding, 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 fo be o 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 recefved therefor, together with all
other amounis 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 adopred, determine that such property comprising a part of the System is no longer
necessary, usefia} or profiteble 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 Remewal and
Replacement Fund. If the amount to be received from such sale, lease or other disposition
of said progerty, together with all other amounts recsived during the same Fiscal Year for
such sales, leases or other dispositions of such properties, shall be in excess of $10,000 but
not in excess of $50,000, the Issuer shall first, in writing, determine upon consuliaton with
a professional engineer that such property comprising 2 part of the Systern is no longer
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necessary, useful or profitable in the operation thereof and mey then, if it be so advised, by
resolution duly adopted, avthorize suck sale, Tease or other disposition: of sueh property upen
public bidding in accordance with the laws of the State. ‘The proceeds of any such sale shall
be deposited in the Renswal and Replacement Fund, Payment of such proceeds into the
Renewal and Replacement Fund shall not reduce the ammounts required to be paid into such
fund by other provisions of this Bond Legislation.

Mo sale, lease or other disposition of the properties of the Systern shall be made
by the Issuer if the proceeds 1o be derived therefrom, together with all other amounis
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 Bends thep Qutstanding
without the prior approval and comsent in writing of the Holders of the Bonds then
Qutstanding, The Issuer shall prepare the form of such approval and consent for execution
by the then Holders of the Bonds for the dispositon of the praceeds of the sale, lease or
other disposidon of such properties of the System.

Section 7.06. Issuance of Other Obligations Payable Cut of Revenues and
Genersl Covenant Against Encumbrances. Except as provided for in Section 7.06 and
Section 7.07 hereof, the Issuer shall not issue any other obligations whatsoever payable from
the revenues of the System which rask prior to, or equally, as to lien on and spurce of and
security for payment from such revemues with the Bonds. AIl obligations issued by the
Issuer after the issuance of the Bonds and payable fromm the revenues of the System, except
such additional parity Bonds, shall contain an express statement that such obligations are
junior and subordinate, as 10 lien on and source of and secnrity for payment from such
revenues and in all other tespects, 10 the Bonds: provided, that no such subordinate
obligations shall be issued uness all payments required to be made inte ali fimds and
accounts set forth herein have been made and are curreni at the time of the lssuance of such
subordinate obligations,

Except as provided above, the Issuer shall not create, Or cause of permit to be
created, any debt, lien, pledge, zssignment, encurmhrance Or oy other charge having
priority over of being on & parity with the lien of the Bonds, and the inierest thereon, if any,
upon any of the income and revenues of fhe Sysfem pledged for paymext of the Bonds and
the interest, if any, thereon in this Bond Legislation, or upon the System or any part thereof.

The Issuer shall give the Purchaser, the Authotity and the Council prior written

- notice of its issuance of any other obligations to be used for the System, payzable from the

revenues of the System or from any grants for the System, or any other obligations related
{o the Project or the System.

Section 7.97. Parity Bonds. So long as the Prior Bonds are outstanding,
she limitations on the issuance of parity obligations set forth in the Prior Resolution 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 2006 Bonds pursuant to this Bond Legisiation,
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without the prior written conmsent of the Authority, the Council and the Purchaser and
without complying with the conditions and requirements herein provided.

All Parity Bonds issust hereunder shall be on a parity i all respects with the
Series 2006 Bonds,

No such Parity Bonds shall be issued except for the purpose of finzncing the
costs of the acquisition or construction of additions extensions, improvetments or betterments
{o the System or refonding any outstanding Bonds, or both such purposes,

So long as the Series 2006 A Bonds and Series 2006 B Bongds znd the Prior
Roods are Outstanding, no Parity Bonds shall be issued at any time, however, unless there
has been procured and filed with the Secretary 2 written staternent 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 o be issued shall be at least 120%
of the average anmual debt service requirements on the following:

(1}  The Bonds Ouistanding;

(2)  Any Parity Bonds theretofore issned pirsuant to the provisions
contained in this Resolution then Qutstanding; and

¢3)  The Parity Bonds than proposed {0 be issped.

The foregoing limitation may be, waived or modified by the written consent of
the Holders of the Prior Bonds, representing 75% of the then-outstanding principal
indebtedness. Tn the event the foregoing limitation 15 waived or when the Series 2006 A and
Series 7006 B Bonds and the Prior Bonds are no longer outstanding, the following parity
requirement shall be met:

No Parity Bonds shall be issued at any time, unless there has teen procured and
filed with the Secretary a written statemnent by the Independent Certified Public Accountants,
reciting the conclusion that the Net Reverues actually derived, subject to the adjustments
hereinafter provided for, from the System during any 12 consecutive months, within the
1% months immediately preceding the date of the actial issuance of such Parity Bonds, pins
the estimated average increased annual Net Revenues expected 1o be received in gach of the
3 succeedlng years after the completion of the improvemenis to be financed by such Parity
Ronds, if any, shall not be less than 115% of the largest aggregaic amomt that will mature
and hecome due in any succeeding Fiscal Year for principal of and interest, if any, on the
following:

(1) The Bonds then Outstanding;

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

CH749218.3 .54




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

The "estimated average increased annual Net Revenues expected to be received
in each of the 3 succeeding years,® as that term is used in the compuration provided in the
above paragrapl, shall refer only to he increased Net Revenues estimaied to be derived
from the improvemens to be financed by such Parity Bonds and any increass in rates
adopted by the Issuer, the time for appes! of which shall have expired pricr to the issuance
of such Parity Bonds, and shall not exceed the amount fo be stated iz a certificate of the
Independent Certified Public Accountanis, which shall be filed in the office of the Seeretary
prior to the issuance of such Parity Bonds.

The Net Revenuess actually derived from the System during the 12-consecutive-
month period herein above referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Certified Public Actourtants, on account of increased rates, rentals, fees and charges for
fhe Systeim adopted by the Issuer, the time for appeal of which shall have expired prior 1o
issnance of such Parity Bonds.

All covenants and other provisions of this Bond Legislation {(sxcept as (o details
of such Parity Bonds incopsistent herewith) shall be for the equal benefit, protection and
security of the Holders of the Bonds and the Holders of any Parity Bonds subsequently
tasued from Hime to time within the limitations of and in compliance with this section. All
Bonds, regardless of the time ov tines of their issuance, shall rank equally with respect to
their lien on the revenues of the System and their source of and securiiy for payment from
said revenues, without preference of any Bond over any other. The Issuer shali comply
fulty with all the increased payments +uto the various funds and zccounts created in this Bond
Legislation required for and cn account of such Parity Bonds, in addition 10 the payments
required for Bonds theretofore fssued pursuant to this Bond Legislation.

Parity Bonds shall not be degmed o include bonds, antes, certificates ot other
obligations subsequently issued, the lien of which on the revenues of the Sysiem is subject
to the prior and superior liens of the Series 2006 Bonds on such revenues. The Issuer shall
not issue any obligations whatsoever payable {rom revenues of the System, or any part
thereof, which rank prior te or, eéxcept in the manner and under the conditions provided in
this section, equally, as to lien en and source of and security for payment from such
revenues, with the Series 2006 Bonds.

No Parity Bonds shail be issued at any time, however, unjess ati of the payments
into the respective funds and acccunts provided for in this Bond Legisiation with respect o
the Bonds then Qutstanding, and any other payments provided for in this Bond Legisiation,
shall have been made in full as required to the date of dellvery of the Parity Bonds, and the
Isstiet then be in fulf compliance with all the covenants, agreements and terms of this Bond
ILegislation.
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Section 7,08. Boocks: Records and Andit. 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 shalf permit the Purchaser, the Avtliority
and the Council or their agents and representatives, to inspect afl books, documents, papers
and records refating to the Project and the System at all reasonable times for the purpose of

‘audit and examination. The Issuer shalt submit to the Purchaser, the Authority and the
Council such documents and information as they may reasonably require in cormection with
the acquisition, construction and instaliation of the Project, the operation and malntenance
of the System and the administration of the loan or aay grants or other sources of financing
for the Project.

_ The Issuer shall perrrit the Purchaser, the Authority and the Council or their

agents and representatives, to inspect ail records pertaining to the operation and maintenance
of the System at all reasonable times following completion of construetion of the Project and
commencement of operation thereof, or, if the Project is an improvement 1o an existing
system, at any reasonable time following commencement of construction.

The Issuer will keep books and records of the System, which shzll be separate
and apart from all other books, records and accounts of the Issuer, in wiich complete and
correct entries shall be made of all transactions relating to the System, and any Holder of
a Bond or Bonds issued pursuant to this Bond Legislation shall bave the right at ail
reasonable times 1o inspect the System and ali parts thereof and all records, accounts aad
datn of the Issuer relating therzto,

The accounting system for the System shall follow current generally accepled
accounting principles and safeguards to the extent allowed and as prescribed by the Public
Service Commission of West Virginia. Separate control aceounting records shall be
maintained by the Isster, 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 1may be installed remote from the direet supervision
of the Governing Body shall be reported to such agent of the Jssuer as the Governing Body
shall direct.

The Issuer shall fle with the Purchaser, the Council and the Authority, or any
other original purchaser of the Bonds, and shall mail in each year to any Holder or Holders
of the Bords, requesting the same, an annual report containing the following:

(A}  Astasementof Gross Revenues, Operating Expenses,
Net Revennes and Surplus Revenues derived from and relating to
the System.

(B) A balance sheet statement showing all deposits in 21}
the funds and accounts provided for in this Bond Legislation and
the stats of all said funds and accounts.
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(Cy  The amount of any Bonds, notes or other obligations
payable from the revermes of the System outstanding.

The {ssuer shall also, at least once a year, cause the books, records and accounts
of the System to be audited by Independerit Certified Public Accountants in cormp tiance with
the applicable OMB Circular, or any successor thereto and the Single Audit Act, or any
successor thereto, to the extent legally required, and shall mait ipon request, and make
available generally, the report of said Independent Certified Public Accoumtants, or a
summary thereof, to any Holder or Holders of the Series 2006 Bonds and shall subinit said

report to the Purchaser, the Authority and the Council, or any other original purchaser of-

the Series 2006 Bonds. Such audit report submited to the Purchaser, the Authoriry and the
Council shall incinde a statement that notes whether the results of tests gisclosed instances
of noncompliance that are required to be reported under government auditing standards and,
if they are, describes the instances of poncomphiance and the audited finapcial statemenis
shall include a statement that notes whether the results of tests disclosed instances of
noncompliance that are required 10 be reported under government auditing standards and,
if they are, describes the instances of noncomphance and the audited financial statéments
shall include 2 statement that notes whether the revenues of the Systern are adequate to meet
the Isswer's Operating Expenses and debr service and reserve requirements.

Subject to the terms, conditions and provisions of the Loan Agreement and the
Act, the Tssuer has zequired, or shall do ail things necessary to acquire, the proposed site
of the Project and shall do, is doing or has done 2l things necessary to construct the Project
in accordance with the plans, specifications and designs prepared by the Consulting
Engineers. Al reat estate and inferests in real estate and all personal property constituting
the Project and the Project site herefofore or hereafter acquired shali at afl times be and
remain the property of the Issuer.

The Issuer shall permit the Purchaser, the Authority and the Council, or their
agents and representatives, to enter and inspect the Project site and Project facilities at ail
reasonable times. Prior to, during apd after completion of consiruetion and commencement
of operation of the Project, the Issver shall also provide the Purchaser, the Authorlty and
the Council, or their agents and representaiives, with access 10 the Systern site and System
facilities as may be reasonably necessary to accomiplish zll of the powers and rights of the
Apthority, the Council and the Purchaser with respect to the System pursuznt 1o the Act.

Section 7.09. Rates, Prior to the issuance of the Series 200¢ Bonds,
equitable rates or charges for the use of and service rendered by the Systemn shall be
established all in the menner and form required by law, and copies of such rates and charges
so established will be continuously on file with the Secretary, which coples will be open 1o
inspection by all interesied parties, The schedule of rates and charges shall at al} times be
adequate to produce Gross Revenues from the System sufficlent 1o pay Operating Bxpenses
and to make ihe prescribed payments into the funds created hereunder. Such schedule of
rates and charges shall be chapged and readjusted whenever necessary so that the aggregate
of the rates and charges will be sufficient for such purposes. n order to assure full and
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contimuous performance of this covenant, with a margin for contingencies and temporary
ynanticipated reduction in Income and revenues, the Issuer heteby covenanis and agrees that
the schedule of rates or charges from time to tme in effect shalt be sufficient, together with
other revenues of the System () to provide for all Operating Expenses of die System and
(ii) to leave a balance each year equal to atleast 115% of the maximum amoent required in
any year for payment of principal of and interest, if any, on the Series 2006 Bonds and all
other obligations secured by a lien on or payable {rom such revenues on 2 parity with the
Series 2006 Bonds, fecluding the Prior Bonds; provided fhat, in the event that an amount
equal to or in excess of the reserve requirement is on deposit respectively in the Reserve
Accounts and any reserve accounts for obligations on a parity with ihe Series 2006 Bonds,
including the Prior Bonds, are funded at fcast at the requirement therefor, such palance each
year need only equal at least 110% of the rraximum amoun: required in any year for
payment of principal of and Interest, if any, on the Series 2006 Bonds and all other
obligations secured by a lien on oz payable from sich revemies on a parity with the Series
2006 Bonds, including the Prior Boxnds. In any event, subject to any requirernents of law,
ihe Issuer shall not reduce the rates or charges for services described in Section 7.04 hereof,

Section 7,10. Operating, Budget and Monthly Financial Report. The
Yssuer shall annually, at least 45 days preceding the beginning of each Fiscal Year, prepare
and adopt by resolution a detailed, balanced budger of the gstimated revenues and
expenditures for operation apd matnterance of the System during the succeeding Fiscal Year
and shall submit a copy of such budget to the Purchaser, fhe Authority and the Council
within 30 days of adoption thereof. No expendimres for the operation and maintenance of
the Systern shall be made in any Fiscal Year in excess of the amourus provided therefor in
such budget without a written finding and recommendation by a registered professiontal
engineer, which finding and recommendation shall state in detail the purpose of and
pecessity for such increased expsnditures for the operztion and maintenance of the Systern,
and 1ic such increased expenditures shall be made until the Issuer shall have approved such
finding and recommendation by a resolution duly adopied. No increased expendituresy in
excess of 10% of the amount of such budget shall be made except upca the further cerifficate
‘of a repistered professional engineer that such increased expenditires are necessary for the
continued operation of the System. The Issuer shall mail copies of such anmal budget and
all resolutions authorizing increased expenditures for operation and maintenance within 30
days of adoption to the Purchaser, the Authority and the Council, or to any Holder of the
Rends, who shallfile his or her address with the Issuer and request in writing that copies of
all such budgets and resolutions be furnished him or ber and €hall make available such
budgets and all resolutions authorizing increased expenditures for operation and maintenance
of the Systern at all reasonable times to the Purchaser, the Council, the Authority and any
Holder of any Bonds or anyone acting for and on behalf of such Holder of any Bonds.

Commencing on the date contracts are executed for the acquisition and
construction of the Project and for 2 years following the completion of the Project, the Issuer
. shall each month complete a "Monthly Financial Report,” 2 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.
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Section 7.11. Prpineering Services and Operating Personnel, The Issuer
will obtain a certificate of the Consulting Engineers in the form attached to the Loan’
Agreernent, stating, among other things, that the Project has been or wil] be constructed in
accordance with the approved plans, specifications and designs &s submitted o te
Purchaser, the Authority and the Council, the Froject is adequate for the purposes for which
i¥ was desipned, the funding plan as submitted 1o the Purchaser, the Authority and the
Council is sufficlert 1o pay (he costs of acquisition and coustruction of the Project, and all
permits required by federal and state laws For construction of the Project have been obtained.

Ths Issuer shall provide and mainiain competent and adequate engineering
services satisfactory to the Purchaser, the Authority and the Council covering the
supervision aod inspection of the development and construction of the Project and bearing
the responsibility of assuring that construction conforms to the plans, specifications and

- designs prepared by the Consulting Engineers, which have been approved by all necessary
governmental bodies. Such engineer ghall cerily to the Purchaser, the Authority, the
Council and the Issuer at the completion of copstruction that construction of the Project is
in accordance with the approved plans, specifications and designs, or amendments theteto,
approved by all necessary governmental bodies.

The Issner shall employ qualified operating personme! properly certified by the
State to operate the System during the endire term of the Loan Agreernent,

Section 7.12. No Competing Franchise. To the extent legally allowable,
the Tssuer will not grant or cause, coasent 1o OF allow the granting of, any franchise or
peqmit to any person, firm, corporation, body, agency Of instramentality whatsoeves for the
providing of any services which would compete with services provided by the System.

Section 7.13, Enforcement of Collections. The Issuer will dilipently
enforce and collect all fees, rentais or other charges for the services and facilities of the
System, and take ali steps, actions and proceedings for the enforcement and collection of
such fees, rentals or other charges which shall become delinguent to the full exfent pernmitied
or anthorized by the Act, the rules and regulations of the Public Service Commission of
West Virginia and other laws of the State of West Virginia.

Whenever any fees, rales, rentals or other charges for the services and facitities
of the Systern shall remain unpuid for a period of 20 days afier the same shall become due
and payable, the user of the services and facilities shalf be detinquent nntl such ume as all
such rates and charges are fully paid. To the extent authorized by the Jaws of the State and
the rules and regulations of the Public Service Commission of West Virginia, rates, rentals
and other charges, if not paid when due, shall become a lien on the premises served by the
Systern. The Issuer further covenanis and agrees that, it will, to the fall extent permitted by
law and the rules and regulations promuigated by the Public Service Comunission of
West Virginia, discontinue and shut off the services of the System, and any services and
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facilities of the sewerage system, if so owned by the Issuer, to ail users of the services of
the System delinquent in payment of charges for the services of the Systerm and will not
restore such services of either system usiil all delinquent charges for the seryices of the
Systern, plus reasonable interest and penalty charges for the restoratiot of service, have been
fully paid and shall take a1l further actions to enforce collections 1o the maximum extent
permitted by law. If the sewerage facilities are not owned by the lssuer, the Issuer will, to
the extent allowed by law, use diligent efforts to entter into r similar termination agreement
with the provider of such sewerage service, subject to any required approval of such
agreement by the Public Servics Commission of West Virginia and all rules, regulations and
orders of the Public Service Commission of West Virginia.

Section 7.14. No Freg Services. The Issuer will not render or cause (o
be rendered any free services of any nature by the System, nor will any preferential rales
be established for users of the same class; and in the event the Issuer, or any department,
agency, instrumentality, officer or employee shall avail itself or themselves of the facilities
or services provided by the Systein, or any part thereof, the same rates, fees or charges
applicable to other customers recelving like services under similar circcumstances shall be
charged the Issuer and any such department, agency, instrumentality, afficer or employee.
The revemues so received shall be deemed to be revenues derived from the operation cf the
System, and shall be deposited and accounted for in the same manner as other revenues
derived from such operation of the Systern.

Section 7.13. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Bonds remain Outstanding, the Issuer wiil, as an
Operating Expense, procure, carcy and maintain insurance with a repusable insurance carrier
or carciers as is customarily covered with respect fo works and properties similar to the
Systern. Such insurance shall Initially cover the followlng risks and be in the following
AMOUNES:

(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 actval cost thereof. In time of war the Issuer will also
carry and maintain insurance o the exient ayailable against the
risks and hazards of war. The proceeds of all such insurance
policies shafl be placed in the Renewal and Replacement Fund and
used only for the repairs and restoration of the damaged or
destroyed properties or for the other purposes provided herein for
the Renewal and Replacement Fund. The Jesuer will itself, or will
require each contractor and subcontractor to, obtain and maintain
buflder's isk insurance (fire and extended coverage) to protect the
interests of the lssuer, fhe Authority, the prime coniractor and all
subcontraciors as their respective interesls may appear, in
accordance with the Loan Agreement, during construchon of the
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Project on a 100% basis {cowmpleted value form) on the insurabie
portion of the Project, such insurance w be made payzble to the
order of the Purchaser, the Authority, the Issuer, the contractors
and subcontractors, as their inlerests may appear.

(2) PUBLIC LIARILITY INSURANCE, with limits of
not less than $1,000,000 per cecurrence to profect the Issuer from
claims for bodily injury and/or deah and not fess than $500,000
per ocourrerce from claims for damage to property of others which
may arise from the operation of the System, and insurance with the
same Himits to protect the Issuer from claims arising out of
operation or ownership of motor vehicles of or for the Systern.

(3) WORKER'S COMPENSATION COVERAGE FOR
ALL EMPLOYEES OF OR FOR THE SYSTEM ELIGIBLE
THEREFOR; AND PERFORMANCE AND PAYMENT BONDS,
sucl bonds to be in the amounts of 100% of the construcrion
contract and 1o be required of each contractor contracting directly
with the Issuer, and such payment bonds will be filed with the
Clerk of The County Commissicn of the County in which such
work is to be performed prior lo cornmencement of construction of
the Project in compliance with West Virginia Code, Chapter 33,
Article 2, Section 39,

(4) FLOODINSURANCE, if the facitities of the Systemmn
are or will be located in designated special flood or mudslide-prone
areas and to the extent available at reasonable cost to the Issuer.

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

(6 FIDELITY BONDS will be provided as fo every
officer, member and emplayee of the Issuer having custody of the
revenues or of any other funds of the System, in an amount at least
equal to the total funds in fhe custody of any such person at iy
one time urfess an increased amount is requested by the Purchaser
from time to Bme. :

, B.  The Issuer shall require al{ contraciors engaged in the construction of the
Project to furnish a performance bond apd a payment bond, each in an amount equal 10
100% of the coniract price of the portion of the Project covered by the particular contract
as security for the faithfu} performance of such contract. The Issuer shall verify such bonds

prior to commencerment of construction.
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The Issuer shall also require all contractors engaged in fne construction of the
Project to carry such worker's compensation coverage for all employees working on the
Project and public lability nsurance, vehicular liahility insurance and property damage
Snsurapce i amounts adequate for such purposes and as is custernarily carried widy respect
to works and properties simnilar to the Project; pravided that the a2mounts and tertns of such
coverage are satisfactory to the Authority and the Counci and the Issner shalf verify such
insurance prior 1o commencement of construction. In the event the Loan Agreement so
requires, such insurance shall be made payable to the crder of the Authority, the Issuer, the
prime contractor and ali siwhbcontractors, as their interests may appear.

Section 7. 16. Connections. To the exient permitted by the laws of the
State and rules and regulations of the Public Service Commuission of West Virginia, the
Issuer shall require every owner, tenant or oscupant of any house, dwelling, or building
intended to be served by the System lo connect thereto,

Section 7.17. Comoletion of Project: Permits and Orders . The lssuer
shall complete the Project as prompdy 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 lssuer has obtained ali permits required by State and federal laws for the
acquisition and construction of the Project, all orders and approvals from the Public Service
Commission of West Virginia and the Counci necessary for e acquisition and construction
of the Project and the cperation of the Systein and all approvals for issuance of the Bonds
required by State faw, with all requisite appeal perods having expired without successful

appeal.

Section7.18. Compliance with Letter of Conditions, Loan Agreernent and
Law. The Issuer shall perform, satisfy and comply with 21l the terms and conditions of the
Letter of Conditions, the Loan Agreement, the Act and this Bond Legislation, The lssuer
shall also comply with all applicable laws, rules and regulations issued by the Purchaser, the
Authority and the Courncil, or other state, federal or Jocal bodies in regard to the acquisition
and construction of the Project and the pperation, matpienance and use of the System. The
[ssuer shall provide the Councdl with copies of all documents submitted to the Purchaser and
the Authority.

Section 7.19. Tax Covenants. The Issuer hereby further covenants and
agrees as follows:

A. PRIVATEBUSINESS USE LIMITATION. The Issuer shall assure that
(i) not in excess of 10% of the Net Proceeds of the Series 2006 Bonds are used for Privaie
Busigess Use if, in additlon, the payment of more than 10% of the principal or 10% of the
interest due on the Series 2006 Bonds during the term fhereof is, under the terms of the
Series 2006 Bonds or any tnderlying arrangement, directly or Indirectly, secured by any
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interest in property used or to be used for a Private Business Use or in payments in respect
of property used or o be used fora Private Business Use or is to be derived from payments,
whether or not to the Issuer, in respect of property or borrowed money ased or to be nsed
for & Private Business Use; and (il) and that, in the event that both {A) in excess of 5% of
the Net Proceeds of the Serfes 2006 Bonds are used for a Private Business Use, and (B) an
amount it excess of 5% of the principal or 5% of the interest due on the Series 2006 Bonds
during the term thereof is, under the terms of the Series 2006 Bonds or any underlying
arrangement, directly or indirectly, secured by any inferest in property vsed or to be used
for szid Private Business Use or in payments in respect of property used or to be used for
said Private Business Use or is to be derived from payments, whether or notto the Issuer,
in respest of property or borrowed money used o o be used for said Private Business Use,
then said excess over sald 5% of Net Proceeds of the Series 2006 Bonds used for a Private
Business Use shall be used for a Private Buswess Use related to the governmental use of the
Project, or if the Series 2006 Bonds are for the purpose of financing more than one project,
a portion of the Project, and shall not exceed the procesds used for the governmental use of
the portion of the Project 1o which such Private Business Use is related. Alf of the foregoing
shall be determined in actordance with the Code.

B. PRIVATE LOAN LIMITATION. The Issuer shail assure that nat in
excess of the lesser of 5% of the Net Proceeds of the Series 2006 Bonds or $5,000,000 are
used, directly or indirectly, o make or finance a loan (other tham loans comstifuting
Nonptirpose [nvestments) to persons other than state or local government units,

C. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not take
any aciien or permit or suffer any action 1o be taken if the result of the same would be to
canse the Series 2006 Bonds to be "federally puaranmteed” within the meaning of
Section 149(b) of the Code.

D. INFORMATION RETURN. To the extent legally required, the Issuer
wilt timely file all statements, instruments and refurns necessary to assure the iax-gxempt
status of the Series 2006 Bonds and the interest thereon inchuding, without Mmitation, the
information return required under Section 149(e} of te Cade.

E.  FURTHER ACTIONS. The Issuer will take any and all actions that may
be required of it (inchuding, without Fmitation, those deemed necessary by the Authority)
so that the interest on the Series 2006 Bonds will be and rernatn excluded from gross income
for federal ncome @x purposes, and will not take any actions or fail to take any actions
(mchuding, without limitation, those deemed necessary by the Authority), the resuitof which
would adversely affect such exclusion. :
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Section 7,20. Securities Laws Compliance. The Issuer will provide the
Authority, in a timely mammer, with any and alt information that may be requested of it
(including its annual andit report, financial statements, related information and notices of
changes in usage and customer base} so that the Authority may comply with the provisions
of SEC Rule 15¢2-12 (17 CFR Pact 240). -

Sectien 7.21, Statutory Mortgage Lien. For the further protection of the
Holders of the Series 2006 Bonds, a statutory mertgage lien wpon the System is granted and
created by the Act, which statugcry mortgages fien is hereby recognized and declared to be
valid and binding, shall take effect trnmediately upon delivery of the Series 2006 Bonds and
shall be on 4,parity with the statutory mortgage lien in favor of the Holders of the Prior
Bonds.

Section 7.22. ~  Contrects; Public Relesses . A.  The Issuer shall,
sirmultanecusly with the delivery of the Series 2006 Bonds or immediately thereafier, enter
into written contracts for the immediate acquisition or construction of the Project.

B. The Issuer shall submit all propesed change orders to the Purchaser and the
Council for written approval. The Issuer shall obtain the written approval of the Purchaser
and the Council before expending any proceeds of the Series 2006 Bonds held i
“contingency” as set forth in the schedule attached to the ceriificate of the Consulting
Engineer, The Issoer shall also obtain the written approval of the Purchaser and the Councli
before expending any proceeds of the Series 2006 Bonds made available due to bid or
construction or pzeject underTuns,

©.  The lssuer shall list the funding as being provided by the Purchaser, the
Authority and the Council in 2ny press release, publication, program, bulleti, sign or other
public communication that references the Project, ncluding but not limited to any program
document distributed in conjunction with any ground breaking o dedication of the Project.
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ARTICLE Vi

INVESTMENT OF FUNDS; USE OF PROCEEDS

Section 8.G1. Investments. Any monies held as a part of the funds and
accounts created by this Bond Legislaton other than the Revenne Fund, shatl be invested
and reinvested by the Comnmission, the Depository Bank, or such other bank or wational
bapking association holding such fund or account, as the case may be, at the writlen
direcsion of the Issuer in any Qualified Tnvestments to the fullest extent possible under
applicable Jaws, this Bond Legislation, the need for such monies for the purposes set forth
hevein and the specific restrictions and provisions set forth in this Section 8.01.

Any tnvestment shall be held in and at all times deemed a part of the fund.or
account in which such monies were originally hetd, and the interess accruing thereon and any
profit or foss realized from such investmerdt shall be credited or charged to the appropriate
fund or account. The investments held for any fund or acconnt shall be vatued at the lower
of cost or then current market value, or at the redemption price thereof If then redeemabie
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 "Consclidated Fund.”
The Commission shall sell and reduce to cash a sufficienf amount of such mvestments
whenever the cash balance in any fund or account is insufficient tv mzke the payments
required from such fund or account, regardiess of the loss on such liquidation.” The
Depository Bank may make any and all investments permitted by this section through its own
iavestrent or trust department and shall not be responsible for any losses from such
srvestments, other than for #is own negligence or willful misconduct.

The Depository Bank shall keep complete gand accurate records of all furds,
accounts and investments, and shall distribute to the Issner, at least once each year (or more
ofien if reasonably requested by the {ssuer), a summary of such funds, accounts and
investment earmings, 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 Boods are
Owstanding and as long thereafter as necessary [0 comply with the Code and assure the

exclusion of interest on the Bonds from gross income for federal income 1ax purposes.

Secticn &,02 . Certificate as w Use of Proceeds: Covepants as 1o Use of
Proceeds. The Issuer shall deliver a certificate as to use of proceeds or other simifar
certificate 10 be prepared by nationally recognized bond counsel relating to restrictions on
the use of proceeds of the Series 2006 Bonds as 2 condition to jssuance of the Series 2006
Bonds. In addition, the Issuer covenants (i) [ comply with the Code and ali Regulations
from time to time in cffect and applicable to the Series 2006 Bonds as may be necessary i
order to matnatain the status of the Series 2006 Bonds as povernmental bonds; (i) 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 2006 Bonds which would cause any bonds, the interest on which is
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exerpt from federal income taxation under Section 103(a) of the Code, issued by the
Authority or the Council, as the casg may be, from which the proceeds of the Serles 2006
Boods are derived, to lose their status as tax-exempt bords; and (iif) to take such action, or
vefrain 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 contrary (o any of the
provisions of this Resolution.

The Issuer shall anaually furnish to the Authority information with respect to

the Issuer’s use of the proceeds of the Series 2006 Bonds and any additional information
requested by the Awthority, '
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ARTICLE IX

. DEFAULT AND REMEDIES

Seciion 9.01, Events of Default, Each of the following events shall
constitnte an "Event of Defauit” with respect to the Series 2006 Bonds:

(1)  If default ocours in the due and punctial payment of -
the principal of or interest, if any, on any series of the Series 2006
Bonds; or |

(2)  If default oecurs in the Issuer’s observance of any of
the covenans, agreements or conditions on its part retating to the
Series 2006 Bonds set forth in this Bond Legislation, amy
supplemental resolution or in the Series 2006 Bonds, and such
default shall have contimied for a period of 30 days after the Issuer
shall have been given written notice of such-default by the
Commission, the Depository Bank, the Registrar, the Paying Agent
or any other Paying Agent or a Holder of a Bond; or

(3)  1f the Issuer files a petition secking reorganization or
arrangerent ynder the federal bankrupicy laws or any other
apphicable law of the United States of America; or

(d) * ) default ocoers with respect to the Prior Bonds or
the Prior Resolution.

Notwithstanding anything herein to the contrary, if defanlt occurs in the due and
puncteal payment of the principal of or interest on any series of the Series 2006 Bonds or
fhe Prior Bonds, it shall constimte an *Event of Default” with respect to the other series of

the Series 2006 Bonds.
Section 9.02. Remedies. Upon the happening and contipuarce of any

Fvent of Default, any Registered Qwner of 2 Bond may exercise any avaitable remedy and
bring any appropriafe action, suit or proceeding to enforce his or her rights and, in
patticular, (I} bring suit for any unpaid principal ot interest then due, (i) by mandamus or
othet appropriate proceeding enforee all rights of such Registered Owners including the right
to require the Issuey fo perform its duties under the Act and the Bond Legislation relating
thereto, including but not Fmitsd 1o the making and collection of sufficient rates or charges
for services rendered by the System, (iif) 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
Repistered Owners of the Bonds, and (v) by action or bill in equity enjoin any acis in
violation of the Bond Legislation with respect to the Bonds, or the rights of such Registered
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Ovwmers; provided that, alf rights and remedies of the Holders of the Serjes 2006 A Bonds-
and the Series 2006 B Bonds shall be on a parity with esch other and the Prior Bonds.

Section 9.03, Appnointment of Receiver, Any Registered Owner ofa Bond
may, by proper legal action, compel the performance of the duties of the Issuer under the
Bond Legisiation and the Act, including, the completion of the Project and after
commencement of operation of the System, the making and collection of sufficient rates and
charges for services rendered by the Systemn and segregation of the reventues therafrom and
the application thereof. If there be aay Event of Defanit with respect to such Bonds, any
Registered Qwner of 2 Bond shall, in addition 1o all other remedies or rights, have the right
by appropriate legal procsedings o obtain the appointren: of a receiver to adminisier the
System or to complete the acquisition and construction of the Project on behalf of the Issuer,
with power fo charge rates, rentals, fees and other chargss 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 razes, rentals,
fees, charges or other revemes in conformity with the provisions of this Bond legisiation
and the Act.

The receiver so appointed shall forthwith, directly ox by his or her or iis agents
and anorneys, enter into and upon and take possession of alt facilities of said System ang
shall hold, operate and maintain, manage and control such facilities, and each and every part
thereof, and in the name of the [ssuer 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 Bopds and interest thereon and under any
covenants of this Bond Legislarion for reserve, sinking or other funds and upon any other
obligations and inter¢st thereon having a charge, ten or encumbrance npon the revenues of
the System shall have been paid and made good, and ail 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 arder of the court to that effect, Upon any
suhsequent default, any Registered Owner of any Bonds shall have the same right to secure
the Farther 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 Hmit or restrict the jurisdiction of such court fo 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 Lerein.

Any receiver appointed as provided herein shall hold end operate the System in
the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bords, Such receiver shall have no power to sell, assign, morigage or
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ornerwise dispose of any assets of any kind or character belonging or periaining to the
System, but the authority of such receiver shall be fimited 1o the compietion 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 Owhers 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 Systern shall remain in the Issuer, and no
court shall have any jurisdiction to enter apy order or decree permitting or requiring such
receiver to sell, assign, morigage or otherwise dispose of any assers of the Systern.
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ARTICLE X

PAYMENT OF BOGNDS

Section 10.01. Payment of Bonds. If the Issuer shall pay or there shail
otherwise be paid fo the Holders of the Series 2006 Bonds, the principal of and interest, if
amy, due ot to become due thereon, at the times and in the manner stipulated therein and in
this Bond Legistation, then the pledge of Net Revenues and other monies and securities
pledged under this Bond Legislation and all covenants, agreements and other obligations of
the Issuer o the Registered Owner of the Series. 2006 Bonds, shall thereupon cease,
terminate and become void and be discharged and satisfied; except as may otherwise be
necessary o assure the exclusion of interest, if any, on the Series 2006 Bonds from gross
income for federal income tax purposes.,

Except through such direct payment to the Holder of the Series 2006 A Bonds,
and Series 2006 B Bonds, the [ssuer may not defease the Series 2006 A or the Series 2006
B Bonds or otherwise provide for payment thereof by escrow or like ranner.
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ARTICLE XI

MISCELLANEOUS

Section 11.01, Amendment or Modification of Bond Legislatign, Prior to
issuance of the Series 2006 Bonds, this Resolution may be amended or supplemented in any
way by the Supplemental Resolution. Following issuance of the Series 2006 Bonds, no
materal modification or amendment of this Resolution, or of auy resolution; or order
smendatory or supplemental hereto, that would roaterially and adversely affect fhe rights of
Registered Owners of the Series 2006 Bonds, shall be made without the consent in writing
of the Registered Owners of the Series 2006 Bonds so affected and then Qutstanding;
provided, that no change shell be made in the maturity of the Bonds ot the rafe 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 pledped therefor
without the consent of the Repistered Owner thereof. No amendment or modification shall
e made that would reduce the percentage of the principal amount of the Bonds required for

.consent to the above-permited smendments or modifications. Notwithstanding the
foregoing, this Bond Legistation may be amended without the corsent of any Bondholder
as may be necessary 1o assure compliance with Section 148(D) of ibe Code relating to rebate
requirements or otherwise as may be necessary 10 assure the excludability of interest, if arty,
on the Series 2006 Bonds from gross income of the holders thereof,

Section 11.02. Bond Legislation Constitutes Contract. The provisions of
the Bond Legislation shall consttwte a contract between the Issuer and the Registered
Ovwmers of the Series 2006 Bonds, and no change, variation of 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 Irvelid Provisions . . If any section,
paragraph, clause or provision of this Resolution should be held nvalid by any court of
competent jurisdiction, the javalidity of such section, paragraph, clause or provision shall
wot affect any of the remaining provisions of this Resolution, the Supplemental Resolution
or the Series 2006 Bonds.

Section11.04,  Headipgs, Bte. The headings and catchlines of the articles,
sections and subsections hereof are for convenience of reference only, and shall not affect
in any way the meaning or interpretation of any provision hereaf.

Section 11.03, Conflicting Provisions Repealed: Prior Resolntion . All
orders or resolutions and or parts thereof in conflict with the provisions of this Resolution
are, to the extent of such conflict, hereby repealed; provided that, this Section shall not be
applicable to the Loan Agreement OT the Loan Resolution (Form FmHA 442-47); and
provided that in the event of any conflict between this Resolution and the Prior Resolution,
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the Prior Resolution shall control (unless less mestrictive), so long as the Prior Bonds or any
portion thereof are cutstanding.

Section 11.06, Covenant of Due Procedure, EicThe Issuercovenants that
all zcis, conditions, things and procedures required to exist, to heppen, to be performed or
to be taken precedent to and in the adoption of this Resclution do exist, have happened, have
been performed and have been taken in regular and due time, form and manner as required
by and in fuil compliance with the laws and Constitation of the State of West Virginia
applicable thereto; and tha: the Chairmag, the Secretary and members of the Governing
Body were at all times when any actions in conneciion with this Resolution occurred and are
duly in office ané duly qualified for such office.

Section 11.07. Effective Date . ‘This Resolution shall tzke effect
immediately upon adoption. ‘
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Adopted this 21% day of February, 2006.

LAYALETTE PUBLIC SERVTCE DISTRICT

By: /ri;ﬂ’lf

st Chal?ﬁlaﬂ
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CERTIFICATION

Certified a true copy of a Resolution duly adapted by the Public Service Board
of LAVALETTE PUBLIC SERVICE DISTRICT on February 21, 2006,

Drated: February 23, 2006.

Secretary
TLINB06
509580.00001
CHR7459213.3 7a




© LAVALETTE PUBLIC SERVICE DISTRICT

Water Bevenue Bonds, Serles 2006 A,
Water Revenue Bonds, Series 2006 B
(United States Department of Agriculture), and
Water Revenne Bonds, Series 2006 C,
{West Virginia Infrastructure Fund)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL. AMOUNTS, DATES, MATURITY DATES,
REDEMPTION PROVISIONS, INTEREST RATES, INTEREST
AND PRINCIPAL PAYMENT DATES, SALE PRICES AND
OTHER TERMS OF THE WATER REVENUE BONDS,
SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), WATER REVENUE BONDS, SERIES 20056
B (UNITED STATES DEPARTMENT OF AGRICULTURE)
AND WATER REVENUE BONDS, SERIES 2006 C (WEST
VIRGINIA INFRASTRUCTURE FUND), OF LAVALETTE
PUBLIC SERVICE DISTRICT; APPROVING AND
RATIFYING THE LOAN AGREEMENT RELATING TOTHE
SERIES 2006 C BONDS: AUTHORIZING AND APPROVING
THE SALE OF THE SERIES 2006 A BONDS AND SERIES
2006 B BONDS TO THE UNITED STATES DEPARTMENT
OF AGRICULTURE AND THE SERIES 2006 C BONDS TO
THE WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY: DESIGNATING A REGISTRAR, PAYING
AGENT AND DEPOSITORY BANK; PROVIDING FOR THE
RE-DESIGNATION OF RESERYE ACCOUNT FOR THE
SERIES 1973 BONDS AND AMENDMENT OF PRIOR
RESOLUTION TO EFFECT SUCH TRANSFER; AND
MAKING OTHER PROVISIONS AS TO THE BONDS.

WHEREAS, the Public Service Board (the "Governing Bedy”) of Lavalette
Public Service District (the “Issuer”) has duly and officially adopted a bond resolution an
Febryary 21, 2006 (the "Bond Resolution” or the “Resolution”), entitfed:
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RESOLUTION AUTHORIZING THE ACQUISTTION-AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC WATERWORKS FACILITIES
OF LAVALETTE PUBLIC SERVICE DISTRICT AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED,
THEREOF THRCOUGH THE ISSUANCE BY THE DISTRICT
OF NOT MORE THAN 32,800,000 IN AGGREGATE .
PRINCIPAL. AMOUNT OF WATER REVENUE BONDS,
SERIFS 2006 A NOT MORE THAN §713,000 IN
AGGREGATEPRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 B {UNITED STATES DEPARTMENT
OF AGRICULTURE) AND NOT MORE THAN $1,913,050 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2008 C (WEST VIRGINIA
INFRASTRUCTURE FUNDY); PROVIDING FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BORNDS;
APPROVING, RATIFYING AND CONFIRMING THE LOAN
AGREEMENTS RELATING TO SUCH BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

WHEREAS, capitalized terms uvsed herein and pot otherwise defined herein
shall have the same meaning set forth in the Bond Resolution when used herein;

WHEREAS, the Bond Resolution provides for the issuance of Watsr Revenue
Bonds, Series 2006 A (United States Department of Agriculture), Waler Revenue Bonds,
Series 2006 B (United States Deparment of Agriculture) and, Water Revemze Bonds, Series
2006 C (West Virginia Infrastrucfure Fund), of the Issuer (coilectively, the "Bonds" and
individually, the "Series 2006 A Bonds,” “Series 2006 B Bonds™ and the “Series 2006 C
Bonds"), in the respective aggregate principal amounts not to exceed $2,000,000, §713,000
and $1,918,050, and has autherized the execution'and delivery of the loanagreement relating
to the Series 2006 C Bonds, including all schedules and exhibits attached thereto, by and
betwsen the Issuer and the West Virginia Water Developmient Authority {the " Authority”},
on behalf of the West Virginia Infrastructure and Jobs Development Council (the *Council™)
{the “Loan Agreement™), all in accordance with Chapter 16, Article 134, and Chapter 3],
Article 15A of the West Virginia Code of 1931, as amended (collectively, the "Act™); and
in the Bond Resolution it is provided that the form of the Loan Agreement and the exact
principal amounts, dates, manurity dates, redemption provisions, interest rates, interest and
principal payment dates, sale prices and other terms of the Bonds should be established by
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a supplernental resclusion pertaining to the Bonds; and that other matters relating to the Bonds
be herein provided for;

WHEREAS, the Loan Agreement has been presented to the Issuer at this
meeting;

WHEREAS, the Series 2006 A Bonds and Series 2006 B Bonds are proposed
to be purchased by the United States Department of Agriculture, acting for and on behalf of
the United States of America (the "Purchaser") pursuant to a Letter of Conditions, and all
amendments, and the Series 2006 C Bonds are proposed to be purchased by the Authority
pursuant o the Loan Agreement; and

WHEREAS, the Issper has prev'zbusly issued its Water Revenue Bonds, Series
1973, dated July 17, 1973, issued in the original agpregate principal amourd of $370,000 (the
“Sertes 1973 Bonds™), whick are curzently held by the Purchaser;

WHEREAS, the Series 1973 Bonds are secured by a reserve account pledged
for the payment of principal and interest on the Series 1973 Bonds (hereinafter referred to
a5 the “Series 1973 Bonds Reserve Account™), which account is, pursuant to the Prior
Resolution, held by the Depository Bank; ,

WHEREAS, the Purchaser has requested that the Issuer transfer the monies in
the Series 1973 Bonds Reserve Account from the Depository Bank to the West Virginia
Municipal Bond Cormumnission (the *Commission™);

WHEREAS, the Prior Resolution provides that it may be amended by
supplemnental resoluticn with the prior written consent of the Purchaser and such consent has
been recelved by the Issuer; and

WHEREAS, the Governing Body deems it essential and desirable that this
- supplementz] resolution {the "Supplemental Resclution”) be adopted, that the Loan
Agreement be approved and ratified by the Issuer, that the exact principal amounts, the dates, |
the matugity dates, the redemption provisions, the interest rates, the inferest and principal
payment dates, the sale’ prices and other terms of the Bonds be fixed hereby in the mznner
stated herein, znd that other matters relating to the Bonds be herein provided for and provide
for the transfer of the Series 1973 Bonds Reserve Account;

NOW, THEREFORE, BEIT RESOLVED BY THE GOVERNING BODY OF
LAVALETTE PUBLIC SERVICE DISTRICT:

Section 1.  Pursuant to the Bond Resolution and the Act, this Supplemental

Resolution is adopted and there are hereby authorized and ordered to be issued the foliowing
bonds of the [ssuar:
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A.  Water Revenue Bonds, Series 2006 A (United States Department
of Agricuiture), of the Issuer, originalty represented by a single Bend, numabered AR-1 in
the principal amount of $2,000,000. The Series 2006 A Bonds shall be dated the date of
delivery thereof, shall bear Intevest at the rate of 4.375 % per annum, interest only payable
in monthly installments for the first 24 montbs commencing 30 days following delivery of
the Series 2006 A Bonds and comtinwing on the correspending day of each month and,
thereafter, principal and interest are payable in monthly instaiiments of $9,020.00 on the
corresponding day of each month, except that the final instaliment shall be paid at the end of
forty (40) vears from the date of the Series 2006 A Bonds, in the sum of the unpaid principal
and. intercst due on the date thereof, except that prepayments may be made as hereinafter
provided and as provided in the Serles 2006 A Bonds, all such payments to be made at the
Nationai Finance Office, St. Louis, Missouri 63103, or at such other place as the Purchaser
may designate after issuance of the Serfes 2006 A Bonds. Prepayments of scheditled
installments, or any portion thereof, nay be made at any time at the option of the Issuer.

B,  Water Revenne Bonds, Series 2006 B (United Staies Depariment
of Agriculture), of the Issuer, originally represented by a single Bond, numbered BR-1 in the
principal amount of $713,000. The Series 2006 B Bonds shall be dated the date of delivery
thereof, shall bear interest at the rate of 4,25 % per annum, intevest only payable in monthly
instaliments for the first 24 months commencing 30 days following delivery of the
Series 2006 B Bonds and continuing on the corresponding day of each month and, thereafter,
principal and interest are payabie in monthly installments of $3,159.00 on the corresponding
day of eack month, except that the final installment shall be paid at the end of forty (40) years
from the date of the Serfes 2006 B Bonds, in the sum of the impaid principa! and interest due
ort the date thereof, except that prepayments nray be made as hereinafier provided and as”
provided in the Series 2006 B Bonds, all such payments to be made at the Nationa! Finance
Office, St. Louis, Missouri 63103, or at such other place as the Purchaser may designate
after issuance of the Series 2006 B Bonds. Prepayments of scheduled installments, or any
portion thereof, may be made at any time at the option of the Issuer,

: C. Water Revere Bonds, Series 2006 C (West Virginia Infrastructure
Fund), of the Issuer, originally represented by a single Bond, rumbered CR-1, in the
principal amount of $1,918,050. The Series 2006 C Bonds shall be dated the dalz of delivery
thereof, shall finally mature December 1, 2045, and shalf bear no interest. The principal of
the Series 2006 C Bonds shall be payable quarterly, on March 1, June 1, September 1 and
December 1 of each year, commencing Septerber 1, 2007, and raturing December I, 2045,
and in the arounts as set forth in the "Schedule Y™ attached to the Loan Agreement and
incorporated in and made a part of the Series 2006 C Bonds. The Series 2006 C Bonds shall
be subject to redemption upon the written consent of the Authority and the Covncil, and upon
payment of the redemption premium, if any, and otherwise in corpliance with the Loan
Agreement, so long as the Authority shall be the registered owner of the Series 2006 C
Bonds. '

Section2.,  Allother provisions relating to the Bonds and the text of the Bonds
shall be in substantially the form provided in the Bond Resolution.
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Section 3, The Issuer does hereby authorize, approve, ratify and accept the
Loan Agreement, a copy of which is incorporated herein by reference, and the execution and
detivery of the Loan Agreement by the Chainman, and the performance of the obligations
contained therein, on behalf of the Issuer, are hereby authorized, directed, ratified and
approved. The Issuer hereby affirms all covenants and representations made in the Loan
Agreement and in the applications to the Council ane the Authority, The fssuer does hereby
authorize, approve and accept the Letter of Conditions, and alf amendments thereto, and the
perforrmance of the obligations contained therein, on behalf of the Isseer, are hereby
authorized, directed and approved. The price of the Bonds shall be 100% of par value, there
being no interest accrued thereon, provided that the proceeds of the Series 2006 A Bonds the
Series 2006 B Bonds and the Serfes 2006 C Bonds shall be advanced from time to time as
requisitioned by the Issuer,

Section 4. 'The Issuer doas hereby appoint and designate The Hunfington
National Bank, Charleston, West Virginia, 1o serve as Registrar (the "Registrar®) for the
Series 2006 C Bonds under the Bond Resolution and does approve and accept the Registrar’s
Agreement 1o be dated the date of delivery of the Bonds, by and between the lssuer and the
Registrar, and the exegution and delivery of the Registrar's Agreement by the Chairman, and
the performance of the obligations contained theremn, on behalf of the Issuer, are hereby
authorized, approved and directed. -

Section 5. The Issuer does hereby appoint and designate the West Virginia
Municipal Bond Commission, Charleston, West Virginia, to serve as Paying Agent for ihe
Series 2006 C Bonds under the Boné Resolution,

Section 6.  ‘The Issuer does hereby appoint and designate United Bank, Ine,
Huntington, West Virginia, to serve as Depository Bank under the Bond Reschition.

Section7. AN proceeds of the Series 2006 A Bonds and the Series 2006 B
Bonds shall be deposited i or credited to the Series 2006 Bonds Construction Trust Food as
received from the Purchaser from time to time for payment of costs of the Project, including,
without limitation, costs of issuance of the Series 2006 A and Series 2006 B Bonds.

Section 8. Series 2006 € Bonds proceeds in the amount of -0- shell be
deposited in the Series 2006 C Bonds Sinking Fund, as capitalized interest.

Section 9. Series 2006 C Bonds proceeds in the amount of $-0- stull be
deposited in the Series 2006 C Bonds Reserve Account.

Section 10. The balance of the proceeds of the Series 2006 C Bonds shall be
deposited In or credited to the Series 2006 Bonds Consmuction Trust Fund for payment of
fhe costs of the Project, including, without limitation, costs of issuance of the Bonds and
refated costs.
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Section 11. ‘The Chalrmen and Secretary are hereby authorized and directed
to execute znd deliver such other documents, agreements, instruments and ceriificates
required or desirable in connection with the Bonds to be issued heseby and by the Bond
Resolution approved and provided for, to the end that the Series 2006 A and Series 2006 B
Bonds may be delivered on or abont February 23, 2006, 1o the Purchaser pursuant to the
Letter of Conditions, and the Series 2006 C Bonds may be defivered on or about February
23, 2006, to the Authority pursuant to the Loan Agreement,

Section 12. 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, welfars and safety of the residents of ihe Issuer.

Section 13, The Issuer hereby determines that it is in the best interest of the
Isszer o invest all mondes in the funds and accounts established by the Bord Resolution held
by the Depository Bank until expended, subject to any limitation of the Purchaser with
respect of the proceeds of the Bonds, in repurchase agreements or thme accounts, secured by
a pledge of Governmens Obligations, and therefore, the Issuer hiereby directs the Depository
Bank 10 take such actions as 1nay be necessary to cause such monies to be invested in such
repurchase agreements or time accounts, vntil further directed in writing by the Issuer.
Moumies in the Series 2006 A Bonds Reserve Account, the Series 2008 B Bonds Reserve
Account, the Series 2006 C Bonds Sinking Fuod and the Series 2006 C Bonds Reserve
Accornt shall be invested by the West Virginia Municipal Bond Commission in the
West Virginia Consolidated Fund.

Section 14. The Issuer hereby approves and accepts all contracts relating to
the financing, acquisition and construction of the Project.

Section 15. The Prior Resolution is amended, as necessary, to reflect the
following:

" A.  'The Series 1973 Bonds Reserve Account is held by the Commission,

B.  The Commission is designated as the Piscal Agent for the admimstration
of the Series 1973 Bonds Reserve Account as herein provided, and all amounts required for
the Series 1973 Bonds Reserve Account will be deposited therein by the Issuer upon transfers
of funds from the Revenue Fund at the times provided herein. If required by the Purchaser
at anytime, the Issuer shall make the necessary amangements whereby required payments into
said account shall be automatically debited from the Revenue Fund and electronicaliy
transferzed to the Commission on the dates required hereunder.

C.  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 7ESBEVE dccount payments with respect to the Series 1973 Bonds and all such
payments shall be remitted to the Commission with appropriate instructions as fo the custody,
use and application thereof consistent with the provisions.of this Bond Legistation.
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D.  Moneys in the Series 1973 Bonds Reserve Account shall be invested by
the West Virginia Municipal Bond Commission i the West Virginia Consolidated Fund.

E. Earnings from raoneys in the Series 1973 Bonds Reserve Accourit, o
long as the Minimum Reserve is on deposit in each such accourt and mainizined therein,
shall be returned not less than once each year, by the Commission to the Issuer, fo be
deposited in the Revenue Fund. :

F.  The Issuer shal} remit from the Reverme Fund to the Commission such
additional sums as shall be necessary to pay the charges and fees of the Commission then
due.

G. Al remittances made by the Issuer to the Commission or the Depésitory
Bank shall clearly identify the fund or account into which each amount is to be deposited.

Section 16.  The Series 1973 Bonds Reserve Account shall be fransferred to
the Commission, and the aforementioned amendments reladng fo the Series 1973 Bonds
Reserve Account shail become effecrive, on or before the Closing Dale,

Section 17. This Supplemental Resclution shall be effective immediately
following adoption hereof.

Adopted this 21st day of Febrary, 2006.

LAVALETTHE PUBLIC SERVICE DISTRICT

By:: @W
Its; Chairtiian 2‘\/(
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by
LAYVALETTE PUBLIC SERVICE DISTRICT on this 21st day of February, 2006,

Dated: February 23, 2006.

ISEAL] ﬁ:ﬁf / @

Secretary

U2/14/06
509380.00001
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LAVALETTE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2006 A,
Water Revenue Bonds, Series 2006 B,
{United States Depariment of Agriculfure) and
Water Revenue Bonds, Series 2006 C
{West Virginia Infrastructuze Fund)

SECOND SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO RESERVE
PAYMENT DATES OF THE WATER REVENUE BONDS,
SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), AND THE WATER REVENUE BONDS, SERIES
2006 B (UNITED STATES DEPARTMENT OF AGRICULTURE) OF
LAVALETTE PUBLIC SERVICE DISTRICT. )

WHERFEAS, the Public Service Board (the "Governing Body™) of Lavalette Public Service
District (the "Issuer*) has duly and officially adopted 2 hond resolution on February 21, 2006 (the "Bond
Resolution” or the “Resolution™), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS TO THE
EXISTING PUBLIC WATERWORKS FACILITIES OF LAVALETTE
PUBLIC SERVICE DISTRICT AND THE FINANCING OF THE COST,
NOT OTHERWISE PROVIDED, THEREOF THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN §2,000,000 IN
AGCGREGATE PRINCIPAL AMOUNT OF WATER REVENUEBOND,
SERIBS 2006- A, NOT MORE THAN $713,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS, SERIES 2006
B (UNITED STATES DEPARTMENT OF AGRICULTURE) AND NOT
MORE THAN $1,918,050 IN AGGREGATE FRINCIPAL AMOUNT.
OF WATER REVENUE BONDS, SERIES 2006 C {(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 ALY DOCUMENTS RELATING TO THE ISSUANCE COF SUCH
BONDS; APPROVING, RATIFYING AND CONFIRMING THELOAN
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AGREEMENTS RELATING YO SUCHBONDS: AUTHORIZING THE
SALE AND PROVIDING FOR THE TERMS AND PROVISIONS OF
SUCH BONDS AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

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

WHEREAS, the Bond Resolution prevides for the issuance of Water Revenue Bonds,
Series 2006 A (United States Departiment of Agriculture); Water Reveruie Bonds, Series 2006 B (United
Siates Department of Agriculture) and Water Revenue Bonds, Series 2006 C (West Virginia Infrastructure
Fund), of the Issuer (coliectively, the “Bonds" and individually, the "Series 2006 A Bonds”, the "Series
2006 B Bonds™ and the “Series 2006 C Bonds™), in the respective aggregate principal amounts not o
" exceed $2,000,000, $713,000 and $1,918,050, and has puthorized the execution and delivery of the loan
agreement relating to the Serles 2006 C Bends, including all schedules and exhibits attached thereto, by
and between the Issuer and the West Virginia Water Development Autherify (the "Authority™), on behalf
of the West Virginia Infrastructure and Fobs Development Council (the “Council®) (the “Loan
Agreement”), all in accordance with Chapter 16, Article 13A, and Chapter 31, Article 15A of the
West Virginia Code of 1931, as amended (collectively, the "Act"); and in the Bond Resolution it is
provided that the form of the Loan Agreement and the exact principal amounts, dates, maturity dates,
redemption provisions, interest rates, interest and principal payment dates, sale prices and other terms of
the Bonds should be established by a supplemental reselution pertaining to the Bonds; and that other
matters relating to the Bonds be herein provided for;

WHEREAS, the Bond Resolution provides that it may be amended by supplerental
resolution;

WHEREAS, the Issver adopted a Supplemental Resolution on February 21, 2006 entitled:

SUPPLEMENTAL RESOLUTION PROVIDING AS TO PRINCIPAL
AMOUNTS, DATES, MATURITY DATES, REDEMPTION
PROVISIONS, INTEREST RATES, INTEREST AND PRINCIPAL
PAYMENT DATES, SALE PRICES AND OTHER TERMS OF THE
WATER REVENUE BONDS, SERIES 2006 A {(UNITED STATES
DEPARTMENT OF AGRICULTURE), WATER REVENUE BONDS,
SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE) AND WATER REVENUE BONDS, SERIES 2006 C
(WEST VIRGINIA INFRASTRUCTURE FUND), OF LAVALETTE
PUBLIC SERVICE DISTRICT: APPROVING AND RATIEYING THE
LOAN AGREEMENT RELATING TO THE SERIES 2006 C BONDS:
AUTHORIZING AND APPROVING THE SALE OF THE SERIES 2006
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A BONDS AND SERIES 2006 B BONDS TO THE UNITED STATES
DEPARTMENT OF AGRICULTURE AND THE SERIES 200¢ C
BONDS TC THE WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY; DESIGNATING A REGISTRAR, PAYING AGENT
AND DEPOSITORY BANK; PROVIDING FOR THE RE-
DESIGNATICN OF RESERVE ACCOUNT FOR THE SERIES 1973
BONDS AND AMENDMENT OF PRIOR RESOLUTION TO EFFECT
SUCH TRANSEFER; AND MAKING OTHER PROVISIONS AS TO
THE BONDS,

WHEREAS, the Governing Body deems it essential and desirable that this second
supplernental resolution (the "Second Suppiemental Resciution") be adopted.

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

Section 1. Pursuant te the Bond Resolution and the Act, this Second Supplemental
Resolution is adopted.

Section 2. Article V, Section 5.03A, Paragraph 4 of the Resolution is hereby
amended in its entirety to read as follows:

4 The Issuer shali next, on the first day of each month, transfer from the
Revenue Fund and (i) remit to the Cormmnission or Depository Bauok, as applicable the
arpounts required by the Prior Resolution to be deposited in the Reserve Fund for the Prior
Bonds; (it beginning on the date specified by the purchaser, butin any event not later
than the 24™ monthly anniversary of the Closing Date, and continning on each
monthly anniversary of the Closing Date thereafier, transfer from the Revenue Fund
and remit to the Commission, for deposit in the Series 2006 A Bonds Reserve
Account, an amount equal fo 10% of the monthly payment amount, until the atnount
in the Series 2006 A Bonds Reserve Account equals the Series 2006 A Bonds
Reserve Requirement; provided that, no further payments shell be made into the
Series 2006 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
2006 A Bonds Reserve Requirement; (iil) beginning on the date specified by the
purchaser, but in any event not later than the 24" monthly anniversary of the Closing
Date, and contimuing on each monthly anmiversary of the Closing Date thereafter,
transfer from the Revenue Fund and remit to the Commission , for deposit in the
Series 2006 B Bonds Reserve Account, an amount equal to 10% of the monthly
payment amount, until the amount in the Series 2006 B Bonds Reserve Account
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equals the Series 2006 B Bonds Reserve Requirement; provided that, no further
payments shall be made into the Series 2006 B Bonds Reserve Account when there
shall have been deposited therein, and as long as there shall remain on deposit
therein, an amount equal to the Series 2006 B Bonds Reserve Requirement and (iv)
remit to the Comimission, commencing 3 months after the cémpletion of construction of
the Project, as certified by the Consulting Engineers, if not fully funded upon issyance of
the Series 2006 C Bonds, for deposit in the Series 2006 C Bonds Reserve Account, an
amount equal to 1/120th of the Series 2006 C Bonds Reserve Requirement, until the
amount in the Series 2006 C Bonds Reserve: Avcount equals the Series 2006 C Bonds
Reserve Requirement; provided that, no further payments shall be made into the Serles
2006 C 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 2006 C Bonds
Reserve Requirement.

Section 3. This Second Supplemental Resolution shall be effective imrnediately
folowing adoption hereof,

Adopted this zf_ day of 27 , 2007

LAVALETTE PUBLIC SERVICE DISTRICT
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CERTFIFICATION

Certifled & true copy of a Second Suppleraental Resolution duly adopted by LAYALETTE
PUBLIC SERVICE DISTRICT on the Joth day of Tune 2007

Dated: o - 19,2007

- Aol b

Ed

Secretary -
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