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MCDOWELL COUNTY 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
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT,
AND THE FINANCING OF THE COST, NOT
OTHERWISE PROVIDED THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$299,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, .SERIES 2008 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 MCDOWELL COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE I

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 Virginia Code of 1931,
as amended (the "Act"), and other applicable provisions of law. McDowell County.
Public Service District (the "Issuer") is a public corporation, public service district and
political subdivision of the State of West Virginia in McDowell County of said State, duly
created pursuant to the Act by The County Commission of McDowell County.

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

A. The Issuer currently 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
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to such existing waterworks facilities with all appurtenant facilities, within the boundaries
of the Issuer to be owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for the health,
welfare, safety, advantage and convenience of the inhabitants of the Issuer, and,
accordingly, it is hereby ordered, that there be acquired and constructed certain additions,
improvements and extensions to the existing waterworks facilities of the Issuer, consisting
of construction of improvements to the Bartley Water System, known as Jolo/Paynesville
Water Project, Phase 2, to extend water service to the lower part of Oozley Branch,
Wolfpen Branch and Three Forks, 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 financing hereby authorized and provided for are public purposes of the Issuer and
are ordered for the purpose of meeting and serving public convenience and necessity.

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 maximum cost of the acquisition and construction
of the Project is $3,008,000 of which $299,000 will be obtained from the proceeds of sale
of the Series 2008 A Bonds, herein authorized; $813,000 as a grant from the Purchaser;
and $1,896,000 from an Abandoned Mine Lands Grant.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 2008 A (United States Department of Agriculture), in the aggregate principal
amount of $299,000 (the "Series 2008 A Bonds"), to finance a portion of the cost of such
acquisition and construction in the manner hereinafter provided. The cost of such
acquisition and construction shall be deemed to include, without being limited to, the
acquisition and construction of the Project; the cost of all property rights, easements and
franchises deemed necessary or convenient therefor and for the improvements and
extensions thereto; interest on the Series 2008 A Bonds prior to, during and for six months
after completion of such acquisition and construction of the improvements and extensions;
engineering, fiscal agents and legal expenses; expenses for estimates of costs and
revenues; expenses for plans, specifications and surveys; other expenses necessary or
incident to determining the feasibility or practicability of the Project, administrative
expense, and such other expenses as may be necessary or incident 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.

C
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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 2008 Bonds as to liens, pledge and source of and security for
payment: (i) Water Revenue Bonds, Series 1993 (United States Department of
Agriculture), dated June 23, 1993, issued in the original aggregate principal amount of
$818,000 (the "Series 1993 Bonds"); (ii) Water Revenue Bonds, Series 1995 (United
States Department of Agriculture), dated September 26, 1995, issued in the original
aggregate principal amount of $500,000 (the "Series 1995 Bonds"); (iii) Water Revenue
Bonds, Series 1997 A (United States Department of Agriculture), dated October 15, 1997,
issued in the original aggregate principal amount of $550,000 (the "Series 1997 A
Bonds"); (iv) Water Revenue Bonds, Series 1999 A (United States Department of
Agriculture), dated June 21, 1999, issued in the original aggregate principal amount of
$360,000 (the "Series 1999 A Bonds"); (v) Water Revenue Bonds, Series 1999 B (United
States Department of Agriculture), dated August 11, 1999, issued in the original aggregate
principal amount of $870,000 (the "Series 1999 B Bonds"); (vi) Water Revenue Bonds,
Series 1999 C (United States Department of Agriculture), dated August 11, 1999, issued
in the original aggregate principal amount of $125,000 (the "Series 1999 C Bonds"); (vii)
Water Revenue Bonds, Series 2001 A (United States Department of Agriculture), dated
February 23, 2001, issued in the original aggregate principal amount of $145,000 (the
"Series 2001 A Bonds"); (viii) Water Revenue Bonds, Series 2006 A (United States
Department of Agriculture), dated July 27, 2006 issued in the original aggregate principal
amount of $236,000 (the "Series 2006 A Bonds"); '(ix) Water Revenue Bonds, Series
2006 B (West Virginia Infrastructure Fund), dated July 27, 2006 issued in the original
aggregate principal amount of $300,000 (the "Series 2006 B Bonds"); and (x) Water
Revenue Bonds, Series 2007 A (United States Department of Agriculture), dated
September 19, 2007 issued in the original aggregate principal amount of $262,000 (the
"Series 2007 A 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 2008 A 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 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 2008 A Bonds
be sold to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions,
dated June 19, 2003, and all amendments thereto, if any (collectively, the "Letter of
Conditions").

I. 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
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issuance of the Series 2008 A Bonds, or will have so complied prior to issuance of the
Series 2008 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.

Section 1.03. Bond Legislation Constitutes Contract. In consideration
of the acceptance of the Series 2008 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 2008 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

"Bonds" means, collectively, the Series 2008 A Bonds and the Prior

"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 MCNB Bank and Trust Company, Welch,
McDowell County, West Virginia, a bank or trust company which is a member of FDIC
(herein defined), and its successors and assigns.

Secretary.

Bonds.
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"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 each 12-month period beginning on July 1 and
ending on the succeeding 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 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 McDowell County Public
Service District, a public service district, a public corporation and a political subdivision
of the State of West. Virginia, in McDowell County, West Virginia, and includes the
Governing Body.

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated June 19, 2003, 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 2008 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 Operating Expenses, as defined below.

"Operating Expenses" means the current expenses, paid or accrued, of
operation 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 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 one-sixth of the budgeted Operating
Expenses stated above for the current year as working capital, and language herein
requiring payment of Operating Expenses means also retention of not to exceed such sum
as working capital; provided that, all monthly amortization payments upon the Bonds and
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into all funds and accounts have been made to the last monthly payment date prior to,the
date of such retention.

"Prior Bonds" means, collectively, the Series 1993 Bonds, Series 1995
Bonds, Series 1997 Bonds, Series 1999 A Bonds, Series 1999 B Bonds, Series 1999 C
Bonds, Series 2001 A Bonds, Series 2006 A Bonds, Series 2006 B Bonds, and Series 2007
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 America.

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

(a) Government Obligations;

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

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

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

6
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(e) Time accounts (including accounts
evidenced by time certificates of deposit, time deposits or
other similar banking arrangements) which, to the extent
not insured by the FDIC (hereinbefore defined) or Federal
Savings and Loan Insurance Corporation, shall be secured
by a pledge of Government Obligations, provided, that
said Government Obligations pledged either must mature
as nearly as practicable coincident with the maturity of
said time accounts or must be replaced or increased so that
the market value thereof is always at least equal to the
principal amount of said time accounts;

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a)
through (e) above, with banks or national banking
associations which are members of FDIC or with
government bond dealers recognized as primary dealers by
the Federal Reserve Bank of New York, provided, that
said investments securing said repurchase agreements
either must mature as nearly as practicable coincident with
the maturity of said repurchase agreements or must be
replaced or increased so that the market value thereof is
always at least equal to the principal amount of said
repurchase agreements, and provided further that the
holder of such repurchase agreement shall have a prior
perfected security interest in the collateral therefor, must
have (or its agent must have) possession of such collateral,
and such collateral must be free of all claims by third
parties;

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

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

CH4916631.2
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"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 income received by the Issuer, or accrued to the Issuer, or any department, board,
agency or instrumentality thereof in control of the management and operation of the
System, from the operation of the System, and all parts thereof, all as calculated in
accordance with sound accounting practices.

"RUS Bonds" means, collectively, the Series 1993 Bonds, Series 1995
Bonds, Series 1997 Bonds, Series 1999 A Bonds, Series 1999 B Bonds, Series 1999 C
Bonds, Series 2001 Bonds, Series 2006 A Bonds, and Series 2007 A Bonds.

"Secretary" means the Secretary of the Governing Body.

"Series 1993 Bonds" means the Issuer's Water Revenue Bonds,
Series 1993 (United States Department of Agriculture), dated June 23, 1993, issued in the
original aggregate principal amount of $818,000.

"Series 1995 Bonds" means the Issuer's Water Revenue Bonds, Series
1995 (United States Department of Agriculture), dated September 26, 1995, issued in the
original aggregate principal amount of $500,000.

"Series 1997 A Bonds" means the Issuer's Water Revenue Bonds, Series
1997 A (United States Department of Agriculture), dated October 15, 1997, issued in the
original aggregate principal amount of $550,000.

"Series 1999 A Bonds" means the Issuer's Water Revenue Bonds, Series
1999 A (United States Department of Agriculture), dated June 21, 1999, issued in the
original aggregate principal amount of $360,000.

"Series 1999 B Bonds" means the Issuer's Water Revenue Bonds, Series
1999 B (United States Department of Agriculture), dated August 11, 1999, issued in the
original aggregate principal amount of $870,000.

"Series 1999 C Bonds" means the Issuer's Water Revenue Bonds, Series
1999 C (United States Department of Agriculture), dated August 11, 1999, issued in the
original aggregate principal amount of $125,000.

"Series 2001 A Bonds" means the Issuer's Water Revenue Bonds, Series
2001 A (United States Department of Agriculture), dated February 23, 2001, issued in the
original aggregate principal amount of $145,000.

CH4916631.2
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"Series 2006 A Bonds" means the Issuer's Water Revenue Bonds, Series
2006 A (United States Department of Agriculture), dated July 27, 2006 issued in the
original aggregate principal amount of $236,000.

"Series 2006 B Bonds" means the Issuer's Water Revenue Bonds, Series
2006 B (West Virginia Infrastructure Fund), dated July 27, 2006 issued in the original
aggregate principal amount of $300,000.

"Series 2007 A Bonds" means the Issuer's Water Revenue Bonds, Series
2006 A (United States Department of Agriculture), dated September 19, 2007 issued in the
original aggregate principal amount of $262,000.

"Series 2008 A Bonds" means the Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture), authorized hereby to 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.

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

Words importing singular number shall include the plural number in each
case and vice versa; words importing persons shall include firms and corporations; and
words importing the masculine, feminine or neuter gender shall include any other gender;
and any requirement for execution or attestation of the Bonds or any certificate or other
document by the 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.

CH4916631.2
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ARTICLE II

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 $3,008,000, in accordance with the plans and
specifications which have been prepared by the Consulting Engineers, heretofore filed in
the office of the Governing Body.

CH4916631.2
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ARTICLE III

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 2008 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2008 A" (United States Department of Agriculture), are
hereby authorized to be issued in the aggregate principal amount of $299,000, for the
purpose of financing the cost of the acquisition and construction of the Project.

Section 3.02. Description of Bonds, The Series 2008 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 2008 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.5% 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 $_1,373, 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.

The Series 2008 A Bonds shall be subject to prepayment of scheduled
monthly installments, or any portion thereof, at the option of the Issuer, and shall be
payable as provided in the respective Bond forms hereinafter set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 2008 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 2008 A Bonds, and the right to principal of and stated interest on the
Series 2008 A Bonds, may only be transferred by transfer of the registration thereof upon
the books required to be kept pursuant to Section 3.04 hereof, by the party in whose name
it is registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 2008 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 2008 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 incurred by the Bond Registrar with respect to such transfer.
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No registration of transfer of the Series 2008 A Bonds shall be permitted
to be made after the 15th day next preceding any installment payment date on the
Series 2008 A Bonds.

Section 3.04 Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the
registration and transfer of the Series 2008 A Bonds, and, upon presentation for such
purpose, the Bond Registrar shall, under such reasonable regulations as it may prescribe,
register the Series 2008 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 2008 A
Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2008 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 number
and date of each trust and the name of the trustee of each trust and/or such other
identifying number and information as may be required by law. The Series 2008 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 2008 A Bonds shall be registered in the
name of the United States of America, the address of the United States of America for
registration purposes shall be National Finance Office, 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 2008 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 2008 A Bonds shall cease to be such officer of the Issuer
before the Series 2008 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 2008 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.

12
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Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the
Series 2008 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 2008 A Bonds
so surrendered shall be canceled and held for the account of the Issuer. If the Series 2008
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.

Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 2008 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 2008 A Bonds and the Prior Bonds, and to make the payments as
hereinafter provided, are hereby irrevocably pledged to the payment of the principal of
and interest on the Series 2008 A Bonds and the Prior Bonds as the same become due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the Series 2008 A 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 after the date of adoption hereof and prior
to the issuance thereof:

CH4916631.2
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(FORM OF BOND)

UNITED STATES OF AMERICA
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2008 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-1

	

Date:

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

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

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

Prepayments of scheduled installments, or any portion thereof, may be
made at any time at the option of Borrower. Refunds and extra payments, as defined in
the regulations of the Government according to the source of funds involved, shall, after
payment of interest, be applied to the installments last to become due under this Bond and
shall not affect the obligation of Borrower to pay the remaining installments as scheduled
herein.
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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, shall be the date of the United States Treasury check by which the Government
remits the payment to the holder. The effective date of any prepayment retained and
remitted by the Government to the holder on an annual' installment due date basis shall be
the date of the prepayment by Borrower and the Government will pay the interest to which
the holder is entitled accruing between the effective date of any such prepayment and the
date of the Treasury check to the holder.

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

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

This Bond, 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.
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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 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 	 , 2008, 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:

(1) WATER REVENUE BONDS, SERIES 1993 (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JUNE 23, 1993 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $818,000 (THE
"SERIES 1993 BONDS");

(2) WATER REVENUE BONDS, SERIES 1995 (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 26, 1995
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$500,000 (THE "SERIES 1995 BONDS");

(3) WATER REVENUE BONDS, SERIES 1997 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED OCTOBER 15, 1997 ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $550,000 (THE
"SERIES 1997 BONDS");

(4) WATER REVENUE BONDS, SERIES 1999 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JUNE 21, 1999 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $360,000 (THE
"SERIES 1999 A BONDS");
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(5) WATER REVENUE BONDS, SERIES 1999 B (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $870,000 (THE
"SERIES 1999 B BONDS");

(6) WATER REVENUE BONDS, SERIES 1999 C (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $125,000 (THE
"SERIES 1999 C BONDS")

(7) WATER REVENUE BONDS, SERIES . 2001 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 23, 2001 ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $ 145,000 (THE
"SERIES 2001 A BONDS");

(8) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JULY 27, 2006 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $236,000 (THE
"SERIES 2006 A BONDS");

(9) WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED JULY 27, 2006, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $300,000 (THE
"SERIES 2006 B BONDS"); AND

(10) WATER REVENUE BONDS, SERIES 2007 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 19, 2007
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$262,000 (THE "SERIES 2007 A BONDS").

THE SERIES 1993 BONDS, SERIES 1995 BONDS, SERIES 1997 A BONDS, SERIES
1999 A BONDS, SERIES 1999 B BONDS, SERIES 1999 C BONDS, SERIES 2001
BONDS, SERIES 2006 A BONDS, SERIES 2006 B BONDS, AND SERIES 2007 A 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.
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IN WITNESS WHEREOF, MCDOWELL COUNTY 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.

MCDOWELL COUNTY PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

0

	

ATTEST:

Secretary, Public Service Board
0

0

0

0

0

0
CH4916631.2
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(Form of)

EXHIBIT A

RECORD OF ADVANCES
0

AMOUNT DATE

	

AMOUNT

	

DATE

(1)

	

$ (19)

0 (2) (20)

(3) (21)

(4) (22)

(5) (23)

(6) (24)

0 (7) (25)

(8) (26)

(9) (27)

(10) (28)

(11) (29)

(12) (30)
0

(13) (31)

(14) (32)

(15) (33)

(16) (34)

(17) (35)
0 (18) (36)

TOTAL $

0

O

0
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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:	

In the presence of:

O

	

20

0
CH4916631.2



C

C

C

ARTICLEIV

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 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:

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

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

(3) Series 2008 A Bonds Project Construction Account.

C B. Establishment of Funds and Accounts with Commission. The following

C

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 1993 Bonds Reserve Account (established by Prior Resolution);

(2) Series 1995 Bonds Reserve Account (established by Prior Resolution);

(3) Series

	

1997

	

A

	

Bonds

	

Reserve

	

Account

	

(established

	

by

	

Prior

(4)

Resolution);

Series

	

1999

	

A

	

Bonds

	

Reserve

	

Account

	

(established

	

by

	

Prior

(5)

Resolution);

Series

	

1999

	

B

	

Bonds

	

Reserve

	

Account

	

(established

	

by

	

Prior
0 Resolution);

(6) Series

	

1999

	

C

	

Bonds

	

Reserve

	

Account

	

(established

	

by

	

Prior

0 (7)

Resolution);

Series

	

2001

	

A

	

Bonds

	

Reserve

	

Account

	

(established

	

by

	

Prior

(8)

Resolution);

Series

	

2006

	

A

	

Bonds

	

Reserve

	

Account

	

(established

	

by

	

Prior

C (9)

Resolution);

Series 2006 B Bonds Sinking Fund (established by Prior Resolution);

O
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(10) Series

	

2006

	

B

	

Bonds

	

Reserve

	

Account

	

(established

	

by

	

Prior
Resolution);

(11) Series

	

2007

	

A Bonds Reserve

	

Account

	

(established by

	

Prior
Resolution); and

0 (12) Series 2008 A Bonds Reserve Account.

Section 4.02	 Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 2008 A Bonds shall be deposited upon receipt by the
Issuer in the Series 2008 A Bonds Project Construction Account. The monies in the
Series 2008 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 2008 A Bonds Project Construction Account shall be expended by the
Issuer solely for the purposes provided herein.

Monies in the Series 2008 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 2008 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 2008 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
2008 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 2008 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 2008 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2008 A Bonds Reserve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2008 Bonds remaining unpaid, together with interest accrued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 2008 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,
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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.

(2) The Issuer shall next, each month, on or before the due
date thereof, transfer from the Revenue Fund and
simultaneously remit (i) to the National Finance Office the
amount required by the Prior Resolutions to pay the interest on
the RUS Bonds; and (ii) to the National Finance Office the
amount required to pay interest on the Series 2008 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 B
Bonds; and (iii) on or before the due date thereof, remit to the
National Finance Office, commencing 24 months following the
date of delivery of the Series 2008 A Bonds, the amount
required to amortize the principal of the Series 2008 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 2008 A Bonds Reserve Account, an
amount equal to 10% of the monthly payment amount, until the
amount in the Series 2008 A Bonds Reserve Account equals the
Minimum Reserve Requirement; provided that, no further
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payments shall be made into the Series 2008 A Bonds Reserve
Account when there shall have been deposited therein, and as
long as there shall remain on deposit therein, an amount equal
to the Minimum 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
Article VIII hereof. Withdrawals and disbursements may be
made from the Renewal and Replacement Fund for
replacements, repairs, improvements or extensions to the
System; provided that, any deficiencies in any Reserve
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 extent required hereof) shall be promptly eliminated
with monies from the Renewal and Replacement Fund.

C
Whenever the money. in the Series 2008 A Bonds Reserve Account

shall be sufficient to prepay the Series 2008 A Bonds in full, it shall be the
mandatory duty of the Issuer, anything to the contrary herein
notwithstanding, to prepay the Series 2008 A 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 2008 A Bonds Reserve Account. All amounts
required for the Series 2008 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 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 shall have a lien thereon for further securing payment of the Series
2008 A Bonds and the interest thereon, on a parity with the Prior Bonds.

The Series 2008 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 2008 A Bonds and the interest thereon.

C'

O

C)

C
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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 2008 A Bonds and the Prior Bonds, in accordance with the respective
principal amounts then Outstanding.

Subject to the Prior Resolutions, the Commission shall keep the
monies in, the Series 2008 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. Investments in any fund or account under this Bond
Legislation shall, unless otherwise provided herein or required by law, be
valued at the lower of cost or the then current market value, or at the
redemption price thereof if then redeemable at the option of the holder,
including value of accrued interest and giving effect to the amortization of
discount, or at par if such investment is held by the "consolidated fund"
managed by the West Virginia Board of Treasury Investments. Any
investment shall be held in and at all times deemed a part of the fund or
account in which such monies were originally held, and interest accruing
thereon and any profit or loss realized from such investment shall be credited
or charged to the appropriate fund or account. Earnings from monies in the
Series 2008 A Bonds Reserve Account, so long 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.

C. CHANGE OF DEPOSITORY BANK. The Issuer may
designate another bank or trust company insured hy 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 2008 A Bonds, provide evidence that there will be at least 2347 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.
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F. INVESTMENT OF EXCESS BALANCES. The monies in
excess of the sum insured by FDIC in any of such funds or accounts shall at
all times be secured, to the full extent thereof in excess of such insured sum,
by Qualified Investments as shall be eligible as security for deposits of state
and municipal funds under the laws of the State of West Virginia.

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

0

0

0
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2008 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 2008
A Bonds Reserve Account, sums sufficient to prepay the entire principal of the
Series 2008 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 2008 A Bonds.

Section 5.02: Rates. So long as the Prior Bonds are outstanding, the
Issuer will maintain rates as required in the Prior Resolutions. So long as the Series 2006
B Bonds are outstanding, 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 115% of the
annual debt service on the Series 2006 B 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.

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 2008 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 2008 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. So
long as the Prior Bonds are outstanding, the limitations on the issuance of parity
obligations set forth in the Prior Resolutions shall be applicable. No additional Parity
Bonds or obligations payable out of any of the Revenues of the System shall be issued,
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except with the prior written consent of the Purchaser. No Parity Bonds shall be issued
after issuance of the Series 2008 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 2008 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 2008 A 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 statement by the Independent Certified Public
Accountants, reciting the conclusion that the Net Revenues for the Fiscal Year following
the year in which such Parity Bonds are to be issued shall be at least 120% of the average
annual debt service requirements on the following:

(1)

	

The Bonds Outstanding;

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

(3) The Parity Bonds than 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.

So long as the Series 2006 B 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:

(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.
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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 Revenues actually derived from the System during the 12-
consecutive-month period herein above referred to may be adjusted by adding to such Net
Revenues such additional Net Revenues which would have been received, in the opinion
of the Independent Certified Public Accountants, 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 prior and superior liens of the Series 2008 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 2008 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 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 Issuer then be in full 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 maintenance of the
System, procure, carry and maintain, so long as the Series 2008 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 insurance
proceeds for the repair or reconstruction of such damaged or
destroyed portion. The Issuer will itself, or will require each
contractor and subcontractor to, obtain and maintain builder's
risk insurance to protect the interests of the Issuer during
construction of the Project in the full insurable value thereof.

(b) Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury
and/or death, and not less than $200,000 to protect the Issuer
from claims for damage to property of others which may arise
from the operation of the System, such insurance to be
procured not later than the date of delivery of the Series 2008 A
Bonds.

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

(d) Workers'	 Compensation	 Coverage	 for	 All
Employees of the 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
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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 2008 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 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 2008 A Bonds, a statutory mortgage lien upon the System 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 2008 A Bonds.

Section 5.07. Events of Default. Each of the following events is hereby
declared an "Event of Default":

(a) Failure to make payment of any monthly
amortization installment upon the Series 2008 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 in the Series 2008 A Bonds or herein, or
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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 2008 A Bonds.

Section 5.09. Fiscal Year; Budget. While the Series 2008 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 until the adoption of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the corresponding month in the next year preceding by
more than 10%; and provided further, that adoption of a Budget of Current Expenses shall
not constitute compliance with the covenant to adopt an Annual Budget unless failure to
adopt an Annual Budget be for a reason beyond the control of the Issuer. Each such
Budget of Current Expenses shall be mailed immediately to the Purchaser.
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Section 5.10. 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 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 2008 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.
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ARTICLEVI

RATES, ETC.

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

A. The initial schedule of rates and charges for the services and facilities of
the System, subject to change consonant with the provisions hereof, shall be as set forth in
the Recommended Decision entered on April 20, 2008 which became Final Order of the
Public Service Commission of West Virginia on May 7, 2008, in Case No. 06-0690-
PWD-19A 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 and 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 any free services of
any nature by the System nor any of the facilities; and in the event that the Issuer or any
department, agency, officer or employee thereof should avail itself or themselves of the
services or facilities of the System, the same fees, rates and charges applicable to other
customers receiving like services under similar circumstances shall be charged,_ such
charges shall be paid as they accrue, and revenues so received shall be deposited and
accounted for in the same manner as other Revenues of the System.

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

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

C)
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ARTICLEVII

MISCELLANEOUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2008 A Bonds, the principal of and interest
due or to become due thereon, at the times and in the manner stipulated therein and in this
Bond Legislation, then with respect to the Series 2008 A 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 2008 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 2008 A
Bonds, the Issuer may not defease the Series 2008 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 Governing Body are hereby authorized and directed to cause the
Series 2008 A 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 expressly
prohibited, or against public policy, or shall for any reason whatsoever be held invalid,
then such covenants, agreements or provisions shall be null and void and shall be deemed
severable from the remaining covenants, agreements or provisions hereof, and shall in no
way affect the validity of all the other provisions hereof or the Series 2008 A Bonds.

Section 7.05. Conflicting Provisions Repealed. 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); and provided that in the event of any conflict between
this Resolution and the Prior Resolutions, the Prior Resolutions shall control (unless less
restrictive), so long as the Prior Bonds or any portion thereof are outstanding.

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.

U
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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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C) Adopted this 6th day of November, 2008.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

By:
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service
Board of MCDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 6th day of
November, 2008.

Dated: November 10, 2008.

[SEAL]

Secretary
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2007 A (leager)
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MCDOWELL COUNTY 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 MCDOWELL
COUNTY PUBLIC SERVICE DISTRICT, AND THE
FINANCING OF THE COST, NOT OTHERWISE
PROVIDED THEREOF, THROUGH THE ISSUANCE BY
THE DISTRICT OF NOT MORE THAN $262,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES 2007 A (UNITED STATES
DEPARTMENT OP 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 MCDOWELL COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE I

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 Virginia Code of 1931,
as amended (the "Act"), and other applicable provisions of law. McDowell County Public
Service District (the "Issuer") is a public corporation, public service district and political
subdivision of the State of West Virginia in McDowell County of said State, duly created
pursuant to the Act by The County Commission of McDowell County.

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

B. It is deemed essential, convenient and desirable for the health,
welfare, safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly,
it is hereby ordered, that there be acquired and constructed certain additions, improvements
and extensions to the existing waterworks facilities of the Issuer, consisting of construction
of a replacement water system in Ieager, West Virginia, 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 financing hereby authorized and provided for are public
purposes of the Issuer and are ordered for the purpose of meeting and serving public
convenience and necessity.

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 maximum cost of the acquisition and construction of
the Project is $3,449,463 of which $262,000 will be obtained from the proceeds of sale of
the Series 2007 A Bonds, herein authorized; $1,532,500 as a grant from the Purchaser;
$154,963 grant from the West Virginia Infrastructure & Jobs development Council; and
$1,500,000 from a Small Cities Block Grant.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 2007 A (United States Department of Agriculture), in the aggregate principal amount
of $262,000 (the "Series 2007 A Bonds"), to finance a portion of the cost of such acquisition
and construction in the manner hereinafter provided. The cost of such acquisition and
construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the cost of all property rights, easements and franchises deemed
necessary or convenient therefor and for the improvements and extensions thereto; interest
on the Series 2007 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility
or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
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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 2007. Bonds as to liens, pledge and . source of and . security for
payment: (i) Water Revenue Bond, Series 1993 (United States . Department of Agriculture),
dated June 23, 1993, issued in the original aggregate principal amount of $818,000 (the
"Series 1993 Bonds"); (ii) Water Revenue Bond, Series 1995 (United States Department of
Agriculture), dated September 26, 1995, issued in the original aggregate principal amount
of $500,000 (the "Series 1995 Bonds"); (iii) Water Revenue Bond, Series 1997 A (United
States Department of Agriculture), dated October 15, 1997, issued in the original aggregate
principal amount of $550,000 (the "Series 1997 A Bonds"); (iv) Water Revenue Bonds,
Series 1999 A (United States Department of Agriculture), dated June 21, 1999, issued in the
original aggregate principal amount of $360,000 (the "Series 1999 A Bonds"); (v) Water
Revenue Bonds, Series 1999 B (United States Department of Agriculture), dated August 11,
1999, issued in the original aggregate principal amount of $870,000 (the "Series 1999 B
Bonds"); (vi) Water Revenue Bonds, Series 1999 C (United States Department of
Agriculture), dated August 11, 1999, issued in the original aggregate principal amount of
$125,000 (the "Series 1999 C Bonds"); (vii) Water Revenue Bonds, Series 2001 A (United
States Department of Agriculture), dated February 23, 2001, issued in the original aggregate
principal amount of $145,000 (the "Series 2001 A Bonds"); (viii) Water Revenue Bonds,
Series 2006 A (United States Department of Agriculture), dated July 27, 2006 issued in the
original aggregate principal amount of $236,000 (the "Series 2006 A Bonds"); and (ix)
Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure Fund), dated July 27,
2006 issued in the original aggregate principal amount of $300,000 (the "Series 2006 B
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 2007 A Bonds as to liens, pledge andlor 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 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 2007 A Bonds be
sold to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions,
dated June 13, 2003, and all amendments thereto, if any (collectively, the "Letter of
Conditions").
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I. 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 2007 A Bonds, or will have so complied prior to issuance of the Series 2007 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.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2007 A Bonds by those who shall be the Registered 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 2007 A Bonds.

Section 1.04. Defmitions. In addition to capitalized terms defined
elsewhere herein, the following terms shall have the following meanings herein -finless 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 2007 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 Stafford Consultants, Inc. Princeton., West
Virginia, or any qualified engineer or fum 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 (F) hereof.
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"Depository Bank" means MCNB Bank and Trust Company, Welch,
McDowell 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 each 12-month period beginning on July 1 and ending
on the succeeding 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 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 McDowell County Public Service
District, a public service district, a public corporation and a political subdivision of the State
of West Virginia; in McDowell County, West Virginia, and includes the Governing Body.

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated June 13, 2003, 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 2007 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 Operating Expenses, as defined below.

"Operating Expenses" means the current expenses, paid or accrued, of
operation 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 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
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principles and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses
stated above for the current year as working capital, and language herein requiring payment
of Operating Expenses means also retention of not to exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bonds and into all funds and
accounts have been made to the last monthly payment date prior to the date of such retention.

"Prior Bonds" means, collectively, the Series 1993 Bonds, Series 1995
Bonds, Series 1997 Bonds, Series 1999 A Bonds, series 1999 B Bonds, series 1999 C Bonds,
Series 2001 A Bonds, Series 2006 A Bonds and Series 2006 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 1.02E 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 America.

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

(a) Government Obligations;

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

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

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

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

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through
(e) above, with banks or national banking associations
which are members of FDIC or with government bond
dealers recognized as primary dealers by the Federal
Reserve Bank of New York, provided, that said investments
securing said repurchase agreements either must mature as
nearly as practicable coincident with the maturity of said
repurchase agreements or must be replaced or increased so
that the market value thereof is always at least equal to the
principal amount of said repurchase agreements, and
provided further that the holder of such repurchase
agreement shall have a prior perfected security interest in
the collateral therefor, must have (or its agent must have)
possession of such collateral, and such collateral must be
free of all claims by third parties;

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

(i) Obligations of States or political
subdivisions or agencies thereof, the interest on which is
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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 income received by the Issuer, or accrued to the Issuer, or any department, board,
agency or instrumentality thereof in control of the management and operation of the System,
from the operation of the System, and all parts thereof, all as calculated in accordance with
sound accounting practices.

"RUS Bonds" means, collectively, the Series 1993 Bonds, Series 1995
Bonds, Series 1997 Bonds, Series 1999 A Bonds, series 1999 B Bonds, series 1999 C Bonds,
Series 2001 Bonds, and Series 2006 A Bonds.

"Secretary" means the Secretary of the Governing Body.

"Series 1993 Bonds" means the Issuer's Water Revenue Bonds, Series 1993
(United States Department of Agriculture), dated June 23, 1993, issued in the original
aggregate principal amount of $818,000.

"Series 1995 Bonds" means the Issuer's Water Revenue Bonds, Series 1995
(United States Department of Agriculture), dated September 26, 1995, issued in the original
aggregate principal amount of $500,000.

"Series 1997 A Bonds" means the issuer' s Water Revenue Bonds, Series
1997 A (United States Department of Agriculture), dated October 15, 1997, issued in the
original aggregate principal amount of $550,000.

"Series 1999 A Bonds" means the Issuer's Water Revenue Bonds, Series
1999 A (United States Department of Agriculture), dated June 21, 1999, issued in the
original aggregate principal amount of $360,000 .

"Series 1999 B Bonds" means the Issuer's Water Revenue Bonds, Series
1999 B (United States Department of Agriculture), dated August 11, 1999, issued in the
original aggregate principal amount of $870,000.
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"Series 1999 C Bonds" means the Issuer's Water Revenue Bonds, Series
1999 C (United States Department of Agriculture), dated August 11, 1999, issued in the
original aggregate principal amount of $125,000.

"Series 2001 A Bonds" means the Issuer's Water Revenue Bonds, Series
2001 A (United States Department of Agriculture), dated February 23, 2001, issued in the
original aggregate principal amount of $145,000.

"Series 2006 A Bonds" means the Issuer's Water Revenue Bonds, Series
2006 A (United States Department of Agriculture), dated July 27, 2006 issued in the original
aggregate principal amount of $236,000.

"Series 2006 B Bonds" means the Issuer's Water Revenue Bonds, Series
2006 B (West Virginia Infrastructure Fund), dated July 27, 2006 issued in the original
aggregate principal amount of $300,000.

"Series 2007 A Bonds" means the Water Revenue Bonds, Series 2007 A
(United States Department of Agriculture), authorized hereby to 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.

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

Words importing singular number shall include the plural number in each
case and vice versa; words importing persons shall include firms and corporations; and
words importing the masculine, feminine or neuter gender shall include any other gender;
and any requirement for execution or attestation of the Bonds or any certificate or other
document by the 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 II

AUTHORIZATION OF
ACQUISITION AND CONSTRUCTION OF THE PROTECT

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 $3,449,463, in accordance with the plans and
specifications which have been prepared by the Consulting Engineers, heretofore filed in the
office of the Governing Body.

r

-i

CH870926.1

	

10

6



ARTICLE III

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 2007 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2007 A" (United States Department of Agriculture), are
hereby authorized to be issued in the aggregate principal amount of $262,000, for the
purpose of financing the cost of the acquisition and construction of the Project.

Section 3.02. Description of Bonds. The Series 2007 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 2007 A Bonds shall bear interest from the. date of
delivery, payable monthly at the rate of 4.25% per annum, and shall be sold for the par value
thereof.

The Series 2007 A Bonds shall be subject to prepayment of scheduled
monthly installments, or any portion thereof, at the option of the Issuer, and shall be payable
as provided in the respective Bond forms hereinafter set forth.

Section 3.03. Negotiability, Registration. Transfer and Exchange of Bonds.
The Series 2007 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 2007 A Bonds, and the right to principal of and stated interest on the Series 2007 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 2007 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 2007 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
incurred by the Bond Registrar with respect to such transfer.

No registration of transfer of the Series 2007 A Bonds shall be permitted to
be made after the 15th day next preceding any installment payment date on the Series 2007
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 2007 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2007 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 2007 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2007 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 number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
information as may be required by law. The Series 2007 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 2007 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, 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 2007 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 2007 A Bonds shall cease to be such officer of the Issuer before
the Series 2007 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 2007
A Bonds may be signed and sealed on behalf of the Issuer by such person as at the actual
time of the execution of such Bonds shall hold the proper office in the Issuer, although at the
date of such Bonds such person may not have held such office or may not have been so
authorized.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the
Series 2007 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 2007 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2007 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 2007 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 2007 A Bonds and the Prior Bonds, and to make the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 2007 A Bonds and the Prior Bonds as the same become due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the text of
the Series 2007 A 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 after the date of adoption hereof and prior to the
issuance thereof:
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(FORM OF BOND)

UNITED STATES OF AMERICA
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2007 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-1

	

Date:	

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

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

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

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

CH870926.1

	

14
G:



C)

0

0

0

0

Q

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

Any amount advanced or expended by the Government for the collection
hereof or to preserve or protect any security herefor, or otherwise under the terms of any
security on 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
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denomination or denominations, for the like principal amount, will be issued to the transferee
in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Unifouu 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	 , 2007, 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

(1) WATER REVENUE BONDS, SERIES 1993 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED JUNE 23, 1993 ISSUED IN THE ORIGINAL
AGGREGATE' PRINCIPAL AMOUNT OF $818,000 (THE "SERIES 1993
BONDS");

(2) WATER REVENUE BONDS, SERIES 1995 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED SEPTEMBER 26, 1995 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $500,000 (THE "SERIES
1995 BONDS");

(3) WATER REVENUE BONDS, SERIES 1997 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED OCTOBER 15, 1997 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $550,000 (THE
"SERIES 1997 BONDS");
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(4) WATER REVENUE BONDS, SERIES 1999 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JUNE 21, 1999 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $360,000 (THE "SERIES
1999 A BONDS");

(5) WATER REVENUE BONDS, SERIES 1999 B (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $870,000 (THE
"SERIES 1999 B BONDS");

(6) WATER REVENUE BONDS, SERIES 1999 C (UNITED STATES'.
DEPARTMENT OF AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $125,000 (THE
"SERIES 1999 C BONDS")

(7) WATER REVENUE BONDS, SERIES 2001 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 23, 2001 ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $ 145,000 (THE
"SERIES 2001 A BONDS");

(8) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JULY 27, 2006 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $236,000 (THE "SERIES
2006 A BONDS"); AND

(9) WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA-
INFRASTRUCTURE FUND), DATED JULY 27, 2006, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $300,000 (THE "SERIES
2006 B BONDS").

THE SERIES 1993 BONDS, SERIES 1995 BONDS, SERIES 1997 A BONDS, SERIES
1999 A BONDS, SERIES 1999 B BONDS, SERIES 1999 C BONDS, SERIES 2001
BONDS, SERIES 2006 A BONDS AND SERIES 2006 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.
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IN WITNESS WHEREOF, MCDOWELL COUNTY 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.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board

D

S
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(Form of)

RECORD OF ADVANCES

AMOUNT

	

DATE AMOUNT

	

DATE

(1)
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$

	

\
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$
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$
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(5)
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(6)

	

$ (24)

	

$

(7)
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$

(8)

	

$ (26)

	

$

(9)

	

$ (27)
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(10)
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$
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$
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$ (30)
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(13)

	

$ (31)

	

$

(14)
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(15)
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(16)
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$

(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
, 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:	 ,

In the presence of:
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ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF;
DISPOSITION OP 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 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) Series 2007 A Bonds Project Construction Account.

B. Establishment of Funds and Accounts with Commission. The following
special funds or accounts are created 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 2007 A Bonds Reserve Account.

Section 4.02. Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 2007 A Bonds shall be deposited upon receipt by the Issuer
in the Series 2007 A Bonds Project Construction Account. The monies in the Series 2007
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 2007 A Bonds Project Construction Account shall be expended by the Issuer solely
for the purposes provided herein.

Monies in the Series 2007 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 2007 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 2007 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
2007 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.
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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 2007 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 2007 A Bonds shall be outstanding and unpaid, or until there
shall, have been set apart in the Series 2007 A Bonds Reserve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2007 Bonds remaining unpaid, together with interest accrued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 2007 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.

(2) The Issuer shall next, each month, on or before the due
date thereof, transfer from the Revenue Fund and simultaneously
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 Commission the amount required by the Prior Resolutions
to pay the interest, if any, on the Series 2006 B Bonds; and (iii)
to the National Finance Office the amount required to pay interest
on the Series 2007 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 2.006 B Bonds; and (iii) on or
before the due date thereof, remit to the National Finance Office,
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commencing 24 months following the date of delivery of the
Series 2007 A Bonds, the amount required to amortize the
principal of the Series 2007 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 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 2007 A Bonds
Reserve Account, an amount equal to 10% of the monthly
payment amount, until the amount in the Series 2007 A Bonds
Reserve Account equals the Series 2007 A Bonds Reserve
Requirement; provided that, no further payments shall be made
into the Series 2007 A Bonds Reserve Account when there shall
have been deposited therein, and as long as there shall remain on
deposit therein, an amount equal to the Series 2007 A Bonds
Reserve Requirement.

(5) The Issuer shall next, 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 Article VIII hereof. Withdrawals and
disbursements may be made from the Renewal and Replacement
Fund for replacements, repairs, improvements or extensions to
the System; provided that, any deficiencies in any Reserve
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 extent required hereof) shall be promptly eliminated
with monies from the Renewal and Replacement Fund.

Whenever the money in the Series 2007 A Bonds Reserve Account shall
be sufficient to prepay the Series 2007 A Bonds in full, it shall be the
mandatory duty of the Issuer, anything to the contrary herein notwithstanding,
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to prepay the Series 2007 A 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 2007 A Bonds Reserve Account. All amounts
required for the Series 2007 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 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 shall have a lien thereon for further securing. payment of the Series
2007 A Bonds and the interest thereon, on a parity with the Prior Bonds.

The Series 2007 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 2007 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 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 2007 A Bonds and the Prior Bonds, in accordance with the respective
principal amounts then Outstanding.

Subject to the Prior Resolutions, the Commission shall keep the monies
in the Series 2007 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. Investments in. any fund or account under this Bond
Legislation shall, unless otherwise provided herein or required by law, be
valued at the lower of cost or the then current market value, or at the
redemption price thereof if then redeemable at the option of the holder,
including value of accrued interest and giving effect to the amortization of
discount, or at par if such investment is held by the "consolidated fund"
managed by the West Virginia Board of Treasury Investments. Any investment
shall be held in and at all times deemed a part of the fund or account in which
such monies were originally held, and interest accruing thereon and any profit
or loss realized from such investment shall be credited or charged to the
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appropriate fund or account. Earnings from monies in the Series 2007 A Bonds
Reserve Account, so long 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.

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

D. USER CONTRACTS. The Issuer shall, prior to delivery of the
Series 2007 A Bonds, provide evidence that there will be at least 1899 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 BALANCES. The monies in
excess of the sum insured by FDIC in any of such funds or accounts shall at all
times be secured, to the full extent thereof in excess of such insured sum, by
Qualified Investments as shall be eligible as security for deposits of state and
municipal funds under the laws of the State of West Virginia.

G. REMITTANCES. All remittances made by the Issuer to the
Commission 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.
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2007 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 2007 A
Bonds Reserve Account, sums sufficient to prepay the entire principal of the Series 2007 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 2007 A 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 Revenues in each Fiscal Year sufficient to produce Net Revenues equal to
not less than 110% of the annual debt service on the Series 2007 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 2007 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 2007 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 2007 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 2007 A Bonds and the RUS Bonds' are Outstanding, no
Parity Bonds shall be issued at any time, however, unless there has been procured and filed

C1 870926,1

	

26



C

0

0

0

C

0

0

0

with the Secretary a written statement by the Independent Certified Public Accountants,
reciting the conclusion that the Net Revenues for the Fiscal Year following the year in which
such Parity Bonds are to be issued shall be at least 120% of the average annual debt service
requirements on the following:

(1) The Bonds Outstanding;

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

(3) The Parity Bonds than 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 event the foregoing limitation is waived or when the Series 2007 A
Bonds and the RUS Bonds are no longer outstanding, the following parity requirement shall
be met:

So long as the Series 2006 B 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:

(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 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.
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The Net Revenues actually derived from the System during the 12-consecutive-
month period herein above referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Certified Public Accountants, 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 prior and superior liens of the Series 2007 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 2007 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 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 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 System,
procure, carry and maintain, so long as the Series 2007 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
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electrical equipment in place or stored on the site in an amount
equal to the full insurable value thereof. In the event of any
damage to or destruction of any portion of the System, the Issuer
will promptly arrange for the application of the insurance
proceeds for the repair or reconstruction of such damaged or
destroyed portion. The Issuer will itself, or will require each
contractor and subcontractor to, obtain and maintain builder's risk
insurance to protect the interests of the Issuer during construction
of the Project in the full insurable value thereof.

(b) Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the Issuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Series 2007 A Bonds.

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

(d) Workers'	 Compensation	 Coverage	 for	 All
Employees of the 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
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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 2007 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 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 2007 A Bonds, a statutory mortgage lien upon the System 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 2007 A Bonds.

Section 5.07.

	

Events of Default. Each of the following events is hereby
declared an "Event of Default":

(a) Failure to make payment of any monthly
amortization installment upon the Series 2007 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 in the Series 2007 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
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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 2007 A Bonds.

Section 5.09. Fiscal Year; Budget. While the Series 2007 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 until the adoption of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the corresponding month in the next year preceding by
more than 10%; and provided further, that adoption of a Budget of Current Expenses shall
not constitute compliance with the covenant to adopt an Annual Budget unless failure to adopt
an Annual Budget be for a reason beyond the control of the Issuer. Each such Budget of
Current Expenses shall be mailed immediately to the Purchaser.

Section 5.10. Compensation of Members of Governing Bodv. 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 completion thereof in accordance with the plans and specifications prepared by the
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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
farther 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 2007 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.
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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 to change consonant with the provisions hereof, shall be as set forth in
the Recommended Decision entered on April 2.0, 2007 which became Final Order of the
Public Service Commission of West Virginia on May 7, 2007, in Case No. 06-0690-PWD-
19A 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 and 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 any free services of
any nature by the System nor any of the facilities; and in the event that the Issuer or any
department, agency, officer or employee thereof should avail itself or themselves of the
services or facilities of the System, the same fees, rates and charges applicable to other
customers receiving like services under similar circumstances shall be charged, such charges
shall be paid as they accrue, and revenues so received shall be deposited and accounted for
in the same manner as other Revenues of the System.

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

F. The Issuer, to the extent permitted by law, will not accept payment of any
water bill from a customer served with water and sewer services by the Issuer without
payment at the same time of a sewer bill owed by such customer for the same premises.
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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 2007 A Bonds, the principal of and interest due
or to become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 2007 A 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 2007 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 2007 A Bonds,
the Issuer may not defease the Series 2007 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 Governing Body are hereby authorized and directed to cause the Series 2007 A 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 expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 2007 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 44247).

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
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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 fall 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 Resolutioti 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.
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Adopted this 17th day of September, 2007.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

0

	

By:
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of MCDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 17th day of
September, 2007.

Dated: September 19, 2007.

[SEAL]

0

0

0

C

0

0

09.07.07
582180.00006
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2006 A
(UNITED STATES DEPARTMENT OF AGRICULTURE), and

WATER REVENUE BONDS, SERIES 2006 B
(WEST VIRGINIA INFRASTRUCTURE FUND)
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Section 6.02

	

Disbursements From the Bond Construction Trust
Fund

ARTICLE VII
ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01

	

General Covenants of the Issuer
Section 7.02

	

Bonds not to be Indebtedness of the Issuer
Section 7.03

	

Bonds Secured by Pledge of Net Revenues
Section 7.04

	

Rates and Charges
Section 7.05

	

Sale of the System
Section 7.06 Issuance of Other Obligations Payable Out of

Revenues and General Covenant Against
Encumbrances

Section 7.07

	

Parity Bonds
Section 7.08

	

Books; Records and Audit

CHB34153.3

1>



Section 7.09

	

Rates
Section 7.10

	

Operating Budget and Monthly Financial Report
Section 7.11

	

Engineering Services and Operating Personnel
Section 7.12

	

No Competing Franchise
Section 7.13

	

Enforcement of Collections
Section 7.14

	

No Free Services
Section 7.15

	

Insurance and Construction Bonds
Section 7.16

	

Connections
Section 7.17

	

Completion of Project; Permits and Orders
Section 7,18

	

Compliance with Letter of Conditions, Loan
Agreement and Law

Section 7.19

	

Tax Covenants
Section 7.20

	

Securities Law Compliance
Section 7.21

	

Statutory Mortgage Lien
Section 7.22

	

Contracts; Public Releases

ARTICLE VIII
INVESTMENT OF FUNDS; USE OF PROCEEDS

Section 8.01

	

Investments
Section 8.02

	

Certificate as to Use of Proceeds; Covenants as to
Use of Proceeds

ARTICLE IX
DEFAULT AND REMEDIES

Section 9.01

	

Events of Default
Section 9.02

	

Remedies
Section 9.03

	

Appointment of Receiver

ARTICLE X
PAYMENT OF BONDS

Section 10.01

	

Payment of Bonds

ARTICLE XI
MISCELLANEOUS

Section 11.01

	

Amendment or Modification of Bond Legislation
Section 11.02

	

Bond Legislation Constitutes Contract
Section 11.03

	

Severability of Invalid Provisions
Section 11.04

	

Headings, Etc.
Section 11.05

	

Conflicting Provisions Repealed; Prior Resolutions
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Section 11.06

	

Covenant of Due Procedure, Etc.
Section 11.07 Effective Date

SIGNATURES
CERTIFICATION
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0

0

0
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C)
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE REFUNDING OF THE
OUTSTANDING WATERWORKS SYSTEM DESIGN NOTES,
SERIES 2000 A, AND THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC WATERWORKS FACILITIES.OF
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT AND
THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF THROUGH THE ISSUANCE BY THE
DISTRICT OF NOT MORE THAN $236,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), AND NOT MORE THAN $300,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING A LOAN
AGREEMENT RELATING TO THE SERIES 2006 B BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF MCDOWELL
COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Resolution. This Resolution (together
with any order or resolution supplemental hereto or amendatory hereof, the "Bond
Legislation") is adopted pursuant to the provisions of Chapter 16, Article 13A and
Chapter 31, Article 15A of the West Virginia Code of 1931, as amended (collectively, the
"Act"), and other applicable provisions of law.
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Section 1.02.

	

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

A. McDowell County Public Service District (the "Issuer") is a public
service district, a public corporation and political subdivision of the State of West Virginia
in McDowell County of said State.

B. The Issuer presently owns and operates a public waterworks system.
However, it is deemed necessary and desirable for the health, safety, advantage,
convenience, and welfare of the inhabitants of the Issuer that there be acquired and
constructed certain improvements and extensions to the existing public waterworks system
of the Issuer, consisting of upgrade of the Bartley Water Treatment Plant from 230 to 460
gallons per minute, to extend water service from Raysal through Bradshaw and on to Jolo and
to build a 200,000 gallon storage tank, together with all appurtenant facilities (collectively,
the "Project"), which constitute properties for the diversion, development, pumping,
impounding, treatment, storage, distribution or furnishing of water to or for the public for
industrial, public, private or other uses (the existing public 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 has heretofore financed the design of the Project by the
issuance of the Waterworks System Design Notes, Series 2000 A (West Virginia
Infrastructure Fund), dated August 1, 2000, issued in the original aggregate principal amount
of $20,000 (the "Prior Notes").

D. The Prior Notes were issued pursuant to an ordinance of the Issuer
previously enacted for such purpose (such ordinance, as so amended and supplemented, is
here called the "Prior Note Resolution").

E. It is deemed necessary and desirable for the Issuer to refund the Prior
Notes to effect the release and termination of certain restrictions, conditions and limitations
imposed in the Prior Note Resolution.

F. The Issuer intends to refund the Prior Notes and permanently finance a
portion of the costs of acquisition and construction of the Project through the issuance of its
revenue bonds to the West Virginia Water Development Authority (the "Authority") and the
United States Department of Agriculture (the "Purchaser") pursuant to the Act.

G. The estimated revenues to be derived in each year after completion of the
Project from the operation of the System will be sufficient to pay all Operating Expenses of
the System, the principal of and interest on the Bonds (as hereinafter defined) and payments
into all funds and accounts and other payments provided for herein.
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H. It is deemed necessary for the Issuer to issue its Water Revenue Bonds
in the total aggregate principal amount of not more than $536,000 in two series, being the
Water Revenue Bonds, Series 2006 A (United States Department of Agriculture), in the
aggregate principal amount of not more than $236,000 (the "Series 2006 A Bonds"), and the
Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure Fund), in the aggregate
principal amount of not more than $300,000 (the "Series 2006 B Bonds"), to refund the Prior
Notes and to permanently finance a portion of the costs of acquisition and construction 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 all property rights, easements and franchises deemed necessary or
convenient therefor; interest, if any, upon the Series 2006 Bonds prior to and during
acquisition and construction of the Project and for a period not exceeding 6 months after
completion of acquisition and construction of the Project; amounts which may be deposited
in any Reserve Account (as hereinafter defined); engineering and legal expenses; expenses
for estimates of costs and revenues, expenses for plans, specifications and surveys; other
expenses necessary or incident to determining the feasibility or practicability of the enterprise,
administrative expense, commitment fees, fees and expenses of the Authority (as hereinafter
defined), discount, initial fees for the services of registrars, paying agents, depositories or
trustees or other costs in connection with the sale of the Series 2006 Bonds and such other
expenses as may be necessary or incidental to the financing herein authorized, the acquisition
or construction of the Project and the placing of same in operation, and the performance of
the things herein 'required or permitted, in connection with any thereof, provided, that
reimbursement to the Issuer for any amounts expended by it for allowable costs prior to the
issuance of the Series 2006 Bonds or the repayment of indebtedness incurred by the Issuer
for such purposes shall be deemed Costs of the Project, as hereinafter defined.

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

J. It is in the best interests of the Issuer that its Series 2006 A Bonds be sold
to the Purchaser (as hereinafter defined) pursuant to the terms and provisions of the Letter
of Conditions (as hereinafter defined) and its Series 2006 B Bonds be sold to the Authority
(as hereinafter 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
Infrastructure and Jobs Development Council (the "Council"), in form satisfactory to the
Issuer, the Authority and the Council, approved hereby if not previously approved by
resolution of the Issuer.

K. There are outstanding obligations of the Issuer which will rank on a parity
with the Series 2006 Bonds as to liens, pledge and source of and security for payment: (i)
Water Revenue Bond, Series 1993, dated June 23, 1993, issued in the original aggregate
principal amount of $818,000 (the "Series 1993 Bonds"); (ii) Water Revenue Bond, Series
1995, dated September 26, 1995, issued in the original aggregate principal amount of
$500,000 (the "Series 1995 Bond"); (iii) Water Revenue Bond, Series 1997 A, dated October
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15, 1997, issued in the original aggregate principal amount of $550,000 (the "Series 1997 A
Bond"); (iv) Water Revenue Bonds, Series 1999 A, dated June 21, 1999, issued in the
original aggregate principal amount of $360,000 (the "Series 1999 A Bonds"); (v) Water
Revenue Bonds, Series 1999 B, dated August 11, 1999, issued in the original aggregate
principal amount of $870,000 (the "Series 1999 B Bonds"); (vi) Water Revenue Bonds,
Series 1999 C, dated August 11, 1999, issued in the original aggregate principal amount of
$125,000; and (vii) Water Revenue Bonds, Series 2001. A, dated February 23, 2001, issued
in the original aggregate principal amount of $145,000 (the "Series 2001 A Bonds") all held
by the Purchaser (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 2006 Bonds as to liens, pledge and/or source of and security for payment.

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 and in all other respects.
Prior to the issuance of the Series 2006 Bonds, the Issuer will obtain a certificate of an
Independent Certified Public Accountant stating that the coverage and parity tests of the Prior
Bonds a're met and obtain the written consent of the Holders of the Prior Bonds to the
issuance of the Series 2006 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.

L. The Issuer has complied with all requirements of West Virginia law, the
Letter of Conditions and the Loan Agreement relating to authorization of the acquisition,
construction and operation of the Project and the System, including, without limitation, the
imposition of rates and charges and the issuance of the Series 2006 Bonds, or will have so
complied prior to issuance of any thereof, including, the approval of the Project and the
financing thereof by the Council and the obtaining' of a certificate of convenience and
necessity and approval of this financing 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 Bonds
or such final order will not be subject to appeal or rehearing.

M. The Project has been approved by the Council as required under
Chapter 31, Article 15A of the West Virginia Code of 1931, as amended.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2006 Bonds by the Registered Owners of the same from time to
time, this Bond Legislation shall be deemed to be and shall constitute a contract between the
Issuer and such Bondholders, and the covenants and agreements herein set forth to be
performed by the Issuer shall be for the equal benefit, protection and security of the
Bondholders of any and all of such Bonds, all which shall be of equal rank and without
preference, priority or distinction between any one Bond and any other Bonds and by reason
of priority of issuance or otherwise, except as expressly provided therein and herein.
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Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

" Act " means, collectively, Chapter 16, Article 13A and Chapter 31, Article 15A
of the West Virginia Code of 1931, as amended and in effect on the date of adoption hereof.

"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser and Registered Owner of the Series 2006 B Bonds, or
any other agency, board or department of the State of West Virginia that succeeds to the
functions of the Authority, acting in its administrative capacity and upon authorization from
the Council under the Act.

"Authorized Officer" means the Chairman 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 used herein with respect to an outstanding Bond or Bonds, means the
person in whose name such Bond is registered.

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

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

"Bonds" means, collectively, the Series 2006 A Bonds, the Series 2006 B
Bonds, and, where appropriate, any bonds on a parity therewith subsequently authorized to
be issued hereunder or by another resolution of the Issuer.

"Bond Year" means the 12-month period beginning on the anniversary of the
Closing Date in each year and ending on the day prior to the anniversary date of the Closing
Date in the following year, except that the first Bond Year shall begin on the Closing Date.

"Chairman" 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 from the
Purchaser and for all or a portion of the proceeds of the Series 2006 B Bonds from the
Authority and the Council.

"Code" means the Internal Revenue Code of 1986, as amended, and the
Regulations.
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"Commission" means the West Virginia Municipal Bond Commission or any
other agency of the State of West Virginia that succeeds to the functions of the Commission.

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

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

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

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

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

"FDIC" means the Federal Deposit Insurance Corporation and any successor
to the functions of the FDIC.

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

"Governing Body" means the Public Service Board of the Issuer, as it may now
or hereafter be constituted.

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

"Grant" means, collectively, all grant monies received by the Issuer for the
Project.

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

U
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reasonable provision for uncollectible accounts; provided, that "Gross Revenues" does not
include any gains from the sale or other disposition of, or from any increase in the value of,
capital assets (including Qualified Investments, as hereinafter defined, purchased pursuant
to Article 8.01 hereof) or any Tap Fees, as hereinafter defined.

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

"Independent Certified Public Accountants" means any certified public
accountant or firm of certified public accountants that shall at any time hereafter be retained
by the Issuer to prepare an independent annual or special audit of the accounts of the System
or for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.

"Investment Property " means

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

(B) any obligation,

(C) any annuity contract,

(D) any investment-type property, or

(E) in the case of a bond other than a private activity bond, any
residential rental property for family units which is not located within the jurisdiction of the
Issuer and which is not acquired to implement a court ordered or approved housing
desegregation plan.

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

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

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated June 13, 2003, and all additional amendments thereto, if any, providing for
the purchase of the Series 2006 A from the Issuer by the Purchaser.

0
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"Loan Agreement" means the Loan Agreement heretofore entered, or to be
entered, into between the Issuer and the Authority, on behalf of the Council, providing for
the purchase of the Series 2006 B Bonds from the Issuer by the Authority, the form of which
shall be approved, and the execution and delivery by the Issuer authorized and directed or
ratified by the Supplemental Resolution.

"Net Proceeds" means the face amount of the Series 2006 Bonds, plus accrued
interest and premium, if any, less original issue discount, if any, and less proceeds; if any,
deposited in any Reserve Account. For purposes of the Private Business Use limitations. set
forth herein, the term Net Proceeds shall include any amounts resulting from the investment
of proceeds of the Series 2006 Bonds, without regard to whether or not such investment is
made in tax-exempt obligations.

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

"Nonpurpose Investment" means any Investment Property as defined in Section
148(b) of the Code, that is not a purpose investment.

"Operating Expenses" means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System and includes, without limiting the generality
of the foregoing, administrative, engineering, legal, auditing and insurance expenses, other
than those capitalized as part of the costs, fees and expenses of the Authority, fiscal agents,
the Depository Bank, the Registrar and the Paying Agent (all as herein defined), other than.
those capitalized as part of the costs, payments to pension or retirement funds, taxes and such
other reasonable operating costs and expenses as should normally and regularly be included
under generally accepted accounting principles; provided, that "Operating Expresses" does
not include payments on account of the principal of or redemption premium, if any, or
interest on the Bonds, charges for depreciation, losses from the sale or other disposition of,
or from any decrease in the value of, capital assets, amortization of debt discount or such
miscellaneous deductions as are applicable to prior accounting periods.

"Outstanding, " when used with reference to Bonds or Prior Bonds and as of any
particular date, describes all Bonds or Prior Bonds theretofore 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; (ii) any Bond or Prior
Bonds for the payment of which monies, equal to its principal amount and redemption
premium, if applicable, with interest to the date of maturity or redemption shall be in trust
hereunder, and set aside for such payment (whether upon or prior to maturity); (iii) any Bond
or Prior Bonds deemed to have been paid as provided in Article X hereof; and (iv) for
purposes of consents or other action by a specified percentage of Bondholders or holders of
the Prior Bonds, any Bonds or Prior Bonds registered to the Issuer.
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"Parity Bonds" means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.07 hereof.

"Paying Agent" means the Commission or 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 Bonds" means, collectively, the Water Revenue Bond, Series 1993, the
Water Revenue Bond, Series 1995, the Water Revenue Bond, Series 1997 A, the Water
Revenue Bond, Series 1999 A, the Water Revenue Bond, Series 1999 B, the Water Revenue
Bond, Series 1999 C, and the Water Revenue Bond, Series 2001 A of the Issuer described
in Section 1.02K hereof.

"Prior Notes" means the Issuer's Waterworks System Design Notes, Series
2000 A, dated August 1, 2000, issued in the original aggregate principal amount of $20,000.

"Prior Notes Resolution" means the resolution of the Issuer, adopted on July
26, 2000, authorizing the Prior Notes.

"Prior Resolutions" means, collectively, the resolutions of the Issuer, adopted
June 23, 1993, September 26, 1995, October 15, 1997, June 16, 1999, August 11, 1999, and
February 21, 2001, respectively, authorizing the Prior Bonds.

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

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

"Purchaser" or "Government" means the United 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 Bonds.

"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

(b) Government Obligations which have been stripped
of their unmatured interest coupons, interest coupons stripped
from Government Obligations, and receipts or certificates
evidencing payments from Government Obligations or interest
coupons stripped from Government Obligations;
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(c) Bonds, debentures, notes or other evidences of
indebtedness issued by any of the following agencies: Banks for
Cooperatives; Federal Intermediate Credit Banks; Federal Home
Loan Bank System; Export-Import Bank of the United States;
Federal Land Banks; Government National Mortgage Association;
Tennessee Valley Authority; or Washington Metropolitan Area
Transit Authority;

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

(e) Time accounts (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC, shall
be secured by a pledge of Government Obligations, provided, that
said Government Obligations pledged either must mature as nearly
as practicable coincident with the maturity of said time accounts
or must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said time
accounts;

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are
members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or must be
replaced or increased so that the market value thereof is always at
least equal to the principal amount of said repurchase agreements,
and provided further that the holder of such repurchase agreement
shall have a prior perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such
collateral; and such collateral must be free of all claims by third
parties;
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(h) The West Virginia "consolidated fund" managed by
the West Virginia Board of Treasury Investments pursuant to
Chapter 12, Article 6(c) of the West Virginia Code of 1931, as
amended; and

(i) Obligations of States or political subdivisions or
agencies thereof, the interest on which is exempt from federal
income taxation, and which are rated at least "A" by Moody's
Investors Service, Inc. or Standard & Poor's Corporation.

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

"Registrar" means the Bond Registrar.

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

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established by the Prior Resolutions as the Depreciation Reserve and renamed and continued
hereby.

"Reserve Accounts" means, collectively, the respective reserve accounts
established for the Series 2006 Bonds and the Prior Bonds.

"Reserve Requirement" means, collectively, the respective amounts required
to be on deposit in the Reserve Accounts.

"Revenue Fund" means the Revenue Fund established by the Prior Resolutions
and continued hereby.

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

"Series 2006 Bonds" means, collectively, the Series 2006 A Bonds and the
Series 2006 B Bonds.

"Series 2006 Bonds Construction Trust Fund" means the Series 2006 Bonds
Construction Trust Fund established by Section 5.01 hereof.

"Series 2006 A Bonds" means the Water Revenue Bonds, Series 2006 A (United
States Department of Agriculture),. of the Issuer, authorized by this Resolution.
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"Series 2006 A Bonds Reserve Account" means the Series 2006 A Bonds
Reserve Account established by Section 5.02 hereof.

"Series 2006 A Bonds Reserve Requirement" means, as of any date of
calculation, the maximum amount of principal and interest which will become due on the
Series 2006 A Bonds in the then current or any succeeding year.

"Series 2006 B Bonds" means the Water Revenue Bonds, Series 2006 B (West
Virginia Infrastructure Fund), of the Issuer authorized by this Resolution.

"Series 2006 B Bonds Reserve Account" means the Series 2006 B Bonds
Reserve Account established by Section 5.02 hereof.

"Series 2006 B Bonds Reserve Requirement" means, as of any date of
calculation, the maximum amount of principal and interest which will become due on the
Series 2006 B Bonds in the then current or any succeeding year.

"Series 2006 B Bonds Sinking Fund" means the Series 2006 B Bonds Sinking
Fund established by Section 5.02 hereof.

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution, ordinance or order of the
Issuer supplementing or amending this Resolution and, when preceded by the article "the,"
refers specifically to the supplemental resolution authorizing the sale of the
Series 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 Supplemental Resolution.

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

"System" means the complete existing waterworks system of the Issuer and all
waterworks facilities owned by the Issuer and all facilities and other property of every nature,
real or personal, now or hereafter owned, held or used in connection with the waterworks
system; and shall include the Project and any and all extensions, additions, betterments and
improvements thereto hereafter acquired or constructed for the waterworks system from any
sources whatsoever, both within and without the Issuer.

"Tap Fees " means the fees, if any, paid by prospective customers of the System
in order to connect thereto.
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"West Virginia Infrastructure Fund" means the West Virginia Infrastructure
Fund established in accordance with Chapter 31, Article 15A, Section 9 of the West Virginia
Code of 1931, as amended and in effect on the date of enactment hereof.

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

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT AND REFUNDING OF PRIOR NOTES

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized. and ordered the acquisition . and construction of the
Project, at an estimated cost of not to exceed $4,257,306, in accordance with the plans and
specifications which have been prepared by the Consulting Engineers, heretofore filed in the
office of the Governing Body. The proceeds of the Bonds hereby authorized shall be applied
as provided in Article VI hereof. The Issuer has received bids and will enter into contracts
for the acquisition and construction of the Project, in an amount and otherwise compatible
with the financing plan submitted to the Purchaser, the Authority and the Council.

The cost of the Project is estimated not to exceed $4,257,306, of which
$236,000 will be obtained from proceeds of the Series 2006 A Bonds, and S300,000 will be
obtained from proceeds of the Series 2006 B Bonds, $686,306 will be obtained from proceeds
of a grant from the Council, $1,109,000 will be obtained from proceeds of a grant from the
Purchaser and $1,926,000 will be obtained from proceeds of a grant from the West Virginia
Department of Environmental Protection, Office of Abandoned Mine Lands.

Section 2.02. Authorization of Refundin g of the Prior Notes. There is
hereby authorized and ordered the payment in full of the entire outstanding principal of and
all accrued interest on the Prior Notes on the Closing Date. The cost of the refunding will
be obtained from the proceed of the Series 2006 B Bonds. Upon payment in full of the Prior
Notes, the pledge of revenues in favor of the holders of the Prior Notes imposed by the Prior
Notes Resolution and the monies in the funds and accounts created by the Prior Notes
Resolution pledged to the payment of the Prior Notes are hereby ordered terminated,
discharged and released.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BONDS; AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 3.01. Authorization of Bonds, For the purposes of capitalizing
interest on the Series 2006 Bonds, if ally, funding reserve accounts for the Series 2006
Bonds, paying Costs of the Project not otherwise provided for and paying certain costs of
issuance and related costs, or any or all of'such purposes, as determined by the Supplemental.
Resolution, there shall be and hereby are authorized to be issued the negotiable Series 2006 A
Bonds and the Series 2006 B 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 Agriculture)," in the principal amount of not more than $236,000, and the
Series 2006 B Bonds shall be issued as a single bond, designated "Water Revenue Bonds,
Series 2006 B (West Virginia Infrastructure Fund)," in the principal amount of not more than
$300,000, 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
Accounts (if funded from Bond proceeds) and capitalizing interest on the Series 2006 Bonds,
if any, shall be deposited in or credited to the Series 2006 Bonds Construction Trust Fund
established by Section 5.01 hereof and applied as set forth in Article VI 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 maximum rate, payable monthly on such dates; shall mature on such dates and in
such amounts; and shall be redeemable, in whole or in part, all as the Issuer shall prescribe
in the Supplemental Resolution or as specifically provided in the Series 2006 A Bond.

B. The Series 2006 B Bonds shall be issued in such principal amounts; shall
bear interest, if any, at such rate or rates, not exceeding the then legal maximum rate,
payable quarterly on such dates; shall mature on such dates and in such amounts; and shall
be redeemable, in whole or in part, all as the Issuer shall prescribe in the Supplemental
Resolution or as specifically provided in the Loan Agreement. The Series 2006 B Bonds
shall be payable as to principal at the office of the Paying Agent, in any coin or currency
which, on the dates of payment of principal is legal tender for the payment of public or
private debts under the laws of the United States of America. Interest, if any, on the
Series 2006 B Bonds shall be paid by check or draft of the Paying Agent or its agent, mailed
to the Registered Owner thereof at the address as it appears on the books of the Bond
Registrar, or by such other method as shall be mutually agreeable so long as the Authority
is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2006 A
Bonds shall initially be issued in the form of a single bond, fully registered to the Purchaser,
with a record of advances attached, representing the aggregate principal amount of the
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Series 2006 A Bonds. The Series 2006 B Bonds shall initially be issued in the form of a
single bond, fully registered to the Authority, with a record of advances and a debt service
schedule attached, representing the aggregate principal amount of the Series 2006 B 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
Outstanding and being exchanged, with principal installments or maturities, as applicable,
corresponding to the dates of payment of principal installments of said Bonds; provided, that
neither the Purchaser nor the Authority shall be obligated to pay any expenses of such
exchange.

Subsequent series of Bonds, if any, shall be issued in fully registered form, in
such denominations, dated such dates and bear interest at such rates as determined by a
Supplemental Resolution.

Section 3.03. Execution of Bonds. The Series 2006 Bonds shall be
executed in the name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed
thereto or imprinted thereon and attested by the Secretary. In case any one or more 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 have been actually sold and
delivered, such Bonds may nevertheless be sold and delivered as herein provided and may
be issued as if the person who signed or sealed such Bonds had not ceased to hold such
office. Any Bonds may be signed and sealed on behalf of the Issuer by such person as at the
actual time of the execution of such Bonds shall hold the proper office in the Issuer, although
at the date of such Bonds such person may not have held such office or may not have been
so authorized.

Section 3.04. Bond Registrar; Authentication and Registration. A. The
Issuer shall be the Bond Registrar with respect to the Series 2006 A Bonds and will keep or
cause to be kept at its office by its agent, sufficient books for the registration and transfer of
the Series 2006 A, and, upon presentation for such purpose, the Bond Registrar shall, under
such reasonable regulations as it may prescribe, register the Series 2006 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 2006 Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2006 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 number and date of each
trust and the name of the trustee of each trust, and/or such other identifying number and
information as may be required by law. The Series 2006 A Bonds shall initially be fully
registered as to both principal and interest in the name of the United States of America. So
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long as the Series 2006 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, 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 B Bonds shall be the
bank or other entity to be designated as such in the Supplemental Resolution and its
successors and assigns. No Series 2006 B Bond shall be valid or obligatory for any purpose
or entitled to any security or benefit under this Bond Legislation unless and until the
Certificate of Authentication and Registration on such Bond, substantially in the form set
forth in Section 3.10 hereof shall have been manually executed by the Bond Registrar. Any
such executed Certificate of Authentication and Registration upon any such Series 2006 B
Bonds shall be conclusive evidence that such Series 2006 B Bonds has been authenticated,
registered and delivered under this Bond Legislation. The Certificate of Authentication and
Registration on any Series 2006 B Bond shall be deemed to have been executed by the Bond
Registrar if manually signed by an authorized officer of the Bond Registrar, but it shall not
be necessary that the same officer sign the Certificate of Authentication and Registration on
all of the Series 2006 B Bonds issued hereunder. The provisions of this Section 3.04 relating
to authentication shall not apply to the Series 2006 A Bonds, notwithstanding anything herein
to the contrary.

Section 3.05. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Series 2006 Bonds shall be and
have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder, in accepting the
Series 2006 Bonds shall be conclusively deemed to have agreed that such Bonds shall be and
have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder shall further be
conclusively deemed to have agreed that said Bonds shall be incontestable in the hands of a
bona fide holder for value.

So long as the Series 2006 Bonds remain outstanding, the Bond Registrar for
the Series 2006 Bonds shall keep and maintain books for the registration and transfer 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 surrender thereto together with a written instrument of transfer satisfactory to
the Bond Registrar duly executed by the registered owner or his duly authorized attorney.

In all cases in which the privilege of exchanging Bonds or transferring the
registered Bonds are exercised, all Bonds shall be delivered in accordance with the provisions
of this Bond Legislation. All Bonds surrendered in any such exchanges or transfers shall
forthwith be cancelled by the Bond Registrar. For every such exchange or transfer of Bonds,
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the Bond Registrar may make a charge sufficient to reimburse it for any tax, fee or other
governmental charge required to be paid with respect to such exchange or transfer and the
cost of preparing each new Bond upon each exchange or transfer, and any other expenses of
the Bond Registrar incurred in connection therewith, which sum or sums shall be paid by the
Issuer. The Bond Registrar shall not be obliged to make any such exchange or transfer of
Bonds during the period commencing on the 15th day of the month next preceding -an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the selection of Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case any
Series 2006 Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in
its discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate and
deliver, a new Bond of the same series and of like tenor as the Bonds so mutilated, destroyed,
stolen or lost, in exchange and substitution for such mutilated Bond, upon surrender and
cancellation of such mutilated Bond, or in lieu of and substitution for the Bond destroyed,
stolen or lost, and upon the Holder's furnishing satisfactory indemnity and complying with
such other reasonable regulations and conditions as the Issuer may prescribe and paying such
expenses as the Issuer and the Bond Registrar may incur. All Bonds so surrendered shall be
cancelled by the Bond Registrar and held for the account of the Issuer. If any such Bond
shall have matured or be about to mature, instead of issuing a substitute Bond, the Issuer may
pay the same, upon being indemnified as aforesaid, and if such Bond be lost, stolen or
destroyed, without surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the Issuer. The Series 2006
Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provision or limitation, but shall be payable solely
from the Net Revenues derived from the operation of the System as herein provided. No
holder or holders of the Series 2006 Bonds shall ever have the right to compel the exercise
of the taxing power of the Issuer, if any, to pay the Series 2006 Bonds or the interest, if any,
thereon.

Section 3.08. Bonds Secured by Pledge of Net Revenues; Lien Position
with Respect to Prior Bonds. The payment of the debt service of all Series 2006 Bonds shall
be secured forthwith equally and ratably with each other by a first lien on the Net Revenues
derived from the System, on a parity with the lien on Net Revenues in favor of the holders
of the Prior Bonds. Such Net Revenues in an amount sufficient to pay the principal of and
interest, if any, on 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.

Section 3.09.

	

Delivery of Bonds. A. With respect to the Series 2006 A
Bonds, the Chairman is hereby authorized and directed to cause such Bonds, hereby awarded

0
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to the Purchaser pursuant to the Letter of Conditions, to be delivered to the Purchaser on the
date of delivery.

B. The Issuer shall execute and deliver the Series 2006 B Bonds to the Bond
Registrar, and the Bond Registrar shall authenticate, register and deliver the Series 2006 B
Bonds to the original purchasers upon receipt of the documents set forth below:

(1) If other than the Authority, .a list of the names in
which the Series 2006 B Bonds are to be registered upon original
issuance, together with such taxpayer identification and ° other
information as the Bond Registrar may reasonably require;

(2) A request and authorization to the Bond Registrar on
behalf of the Issuer, signed by an Authorized Officer, to
authenticate and deliver the Series 2006 B Bonds to the original
purchasers;

(3) An executed and certified copy of the Bond
Legislation;

(4) An executed copy of the Loan Agreement; and

(5) The unqualified approving opinion of bond counsel
on the Series 2006 B Bonds.

Section 3.10. Form of Bonds. The text of the Series 2006 A Bonds and
the Series 2006 B Bonds shall be in substantially 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 thereof:

K)

0

0

0
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(FORM OF SERIES 2006 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

MCDOWELL COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2006 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-1

	

Date: July 27, 2006

FOR VALUE RECEIVED, MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT (the "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 HUNDRED THIRTY-SIX THOUSAND DOLLARS
($236,000), 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 this Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $	 ., covering principal and interest, thereafter on said corresponding day of
each month, except that the final installment shall be paid at the end of 40 years from the date
of this Bond in the sum of the unpaid principal and interest due on the date thereof, and except
that prepayments may be made as provided hereinbelow. The consideration herefor shall
support any agreement modifying the foregoing schedule of payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made
at any time at the option of Borrower. Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining installments as scheduled herein.
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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, shall be the date of the United States
Treasury check by which the Government remits the payment to the holder. The effective date
of any prepayment retained and remitted by the Government to the holder on an annual
installment due date basis shall be the date of the prepayment by Borrower and the
Government will pay the interest to which the holder is entitled accruing between the effective
date of any such prepayment and the date of the Treasury check to the holder.

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

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

This Bond, 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 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 hereinafter
defined Resolution. This Bond does not in any manner constitute an indebtedness of 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 Borrower, as Bond
Registrar, but only in the manner, subject to the limitations and upon payment 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 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 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 on July 25, 2006, and a Supplemental Resolution of the Borrower duly adopted on
July 25, 2006, authorizing issuance of this Bond (collectively, 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 Farmer and Rural Development Act of 1965. 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 (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; (3)
WATER REVENUE BOND, SERIES 1997 A; (4) WATER REVENUE BONDS, SERIES
1999 A; (5) WATER REVENUE BONDS, SERIES 1999 B; (6) WATER REVENUE
BONDS, SERIES 1999 C; AND (7) WATER REVENUE BONDS, SERIES 2001 A, ALL
AS DESCRIBED IN THE RESOLUTION (COLLECTIVELY, THE "PRIOR BONDS"),
AND (8) WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED JULY 27, 2006, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $300,000.

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.
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IN WITNESS WHEREOF, MCDOWELL COUNTY 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.

MCDOWELL COUNTY PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman
(Title of Executive Official)

5308 Route 152
(P.O. Box No. or Street Address)

MCDOWELL COUNTY, West Virginia 25535
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary
0

	

(Title of Attesting Official)

0

0
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RECORD OF ADVANCES

AMOUNT

	

DATE

	

AMOUNT

	

DATE

(1) $ (19)

	

$

(2) $ (20)

	

$

(3) S (21)

	

$

(4) $ (22)

	

$

(5) $ (23)_

	

$

(6) $ (24)

	

S

(7) $ (25)

	

$

(8) $ (26)

	

$

(9) $ (27)

	

$

(10) S (28)

	

$

(11) $ (29)

	

$

(12) $ (30)

	

$

(13) $ (31)

	

$

(14) S (32)

	

$

(15) $ (33)

	

$

(16) $ (34)

	

$

(17) $ (35)

	

$

(18) S (36)

	

$

TOTAL $
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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 Bond of the said Borrower with full power of substitution in the
premises.

Dated:	 ,2

In presence of:
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(FORM OF SERIES 2006 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

MCDOWELL COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2006 B

(WEST VIRGINIA INFRASTRUCTURE FUND)

No. BR-1

	

$300,000

KNOW ALL MEN BY THESE PRESENTS: That on the 27th day of July,
2006, MCDOWELL COUNTY PUBLIC SERVICE DISTRICT, a public service district and
public corporation and political subdivision of the State of West Virginia in McDowell County
of said State (the "Issuer"), for value received, hereby promises to pay, solely from the special
funds provided therefor, as hereinafter set forth, to the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the "Authority") or registered assigns the sum of THREE
HUNDRED THOUSAND DOLLARS ($300,000), or such lesser amount as shall have been
advanced to the Issuer hereunder and not previously repaid, as set forth in the "Record of
Advances" attached as EXHIBIT A hereto and incorporated herein by reference, in quarterly
installments on March 1, June 1, September 1 and December 1 of each year, commencing

1,	 , as set forth on the "Debt Service Schedule" attached as
EXHIBIT B hereto and incorporated herein by reference.

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

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
Infrastructure and Jobs Development Council (the "Council"), and upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement by and
between the Issuer and the Authority, on behalf of the Council, dated July 27, 2006.

This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of improvements and extensions to the existing public waterworks system of
the Issuer (the "Project"); (ii) to pay in full the entire outstanding principal of and all
accrued interest on the Issuer's Waterworks System design Notes, Series 2000 A (West
Virginia Infrastructure Fund) (the "Prior Notes"); and (iii) to pay certain costs of issuance
of the Bonds of this Series (the "Bonds") and related costs. The existing public waterworks
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system of th Issuer, the Project and any further additions, betterments or improvements
thereto are herein called the "System." This Bond is issued under the authority of and in full
compliance with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 16, Article 13A and Chapter 31, Article 15A of the West Virginia Code
of 1931, as amended (collectively, the "Act"), a Bond Resolution duly adopted by the Issuer
on July 25, 2006, and a Supplemental Resolution duly adopted by the Issuer on July 25,
2006 (collectively, the "Bond Legislation"), and is subject to all the terms and conditions
thereof. The Bond Legislation provides for the issuance of additional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equally and ratably
from and by the funds and revenues and other security provided for the Bonds under the
Bond Legislation.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE 'BORROWER'S (1)
WATER REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES
1995; (3) WATER REVENUE BOND, SERIES 1997 A; (4) WATER REVENUE BONDS,
SERIES 1999 A; (5) WATER REVENUE BONDS, SERIES 1999 B; (6) WATER
REVENUE BONDS, SERIES 1999 C; AND (7) WATER REVENUE BONDS, SERIES
2001 A, ALL AS DESCRIBED IN THE RESOLUTION (COLLECTIVELY, THE "PRIOR
BONDS"), AND (8) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES

. DEPARTMENT OF AGRICULTURE), DATED JULY 27, 2006, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $236,000 (THE "SERIES 2006 A 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 System, on a
parity with the pledge of Net Revenues in favor of the Holders of the Series 2006 A Bonds
and the . Prior Bonds, and from monies in the reserve account created under the Bond
Legislation . for the Bonds (the "Series 2006 B 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 constitute an
indebtedness of the Issuer within the meaning of any. constitutional or statutory provisions
or limitations, nor shall the Issuer be obligated to pay the same or the interest, if any,
hereon, except from said special fund provided from the Net Revenues, the monies in the
Series 2006 B Bonds Reserve Account and unexpended proceeds of the Bonds. Pursuant
to the Bond Legislation, the Issuer has covenanted and agreed to establish and maintain just
and equitable rates and charges for the use of the System and the services rendered thereby,
which shall be sufficient, together with other revenues of the System, to provide for the
reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at least 115% of the maximum amount payable in any year for
principal of and interest, if any, on the Bonds, and all other obligations secured by a lien on
or payable from such revenues on a parity with the Bonds, including the Series 2006 A
Bonds, and the Prior Bonds; provided however, that so long as there exists in the
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Series 2006 B Bonds Reserve Account an amount at least equal to the maximum amount of
principal and interest, if any, which will become due on the Bonds in the then current or any
succeeding year, and in the respective reserve accounts established for any other obligations
outstanding on a parity with the Bonds, including the Series 2006 A Bonds, and the Prior
Bonds, an amount at least equal to the requirement therefor, such percentage may be
reduced to 110%. The Issuer has entered into certain further covenants with the registered
owners of the Bonds for the terms of which reference is made to the Bond Legislation.
Remedies provided the registered owners of the Bonds are exclusively as provided in the
Bond Legislation, to which reference is here made for a detailed description thereof. .

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

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

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

In accordance with the requirements of the United States Department of
Agriculture for the issuance of parity obligations, 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.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at the
issuance of this Bond do exist, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of this Bond.
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All provisions of the Bond Legislation, resolutions and statutes under which this
Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the
same extent as if written fully herein.

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

[SEAL]

Chairman

0

	

ATTEST:

Secretary

0

C

0
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2006 B 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:

	

, 2006

THE HUNTINGTON NATIONAL BANK,
as Registrar

Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT	 DATE	 AMOUNT	 DATE	

(1)	 $	 (19) $

(2)	 $	 (20) $	

(3)	 S	 (21)	 $	

(4)	 $	 (22) $	

(5)	 $	 (23)	 $

(6)	 $	 (24) $	

(7)	 $	 (25)	 $

(8)	 S	 (26) $

(9)	 $	 (27) $	

(10) $	 (28) $	

(11) $	 (29) $	

(12) $	 (30) $	

(13)	 $	 (31)	 $	

(14) $	 (32) $	

(15) $	 (33) $	

(16) $	 (34) $	

(17) $	 (35) $	

(18) $	 (36) $	

TOTAL

	

$	
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EXHIBIT B

DEBT SERVICE SCHEDULE

0

0
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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:

	

, 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 to
the terms and conditions of the Letter of Conditions. The Letter of Conditions, including
all attachments, are hereby approved and incorporated into this Bond Legislation.

B. The Series 2006 B Bonds shall be sold to the Authority, pursuant to the
terms and conditions of the Loan Agreement. If not so authorized by previous ordinance
or resolution, the Chairman is specifically authorized and directed to. execute the Loan .
Agreement in the form attached hereto as "Exhibit A" and made a part hereof, and the
Secretary is directed to affix the seal of the Issuer, attest the same and deliver the Loan
Agreement to the Authority, and any such prior execution and delivery is hereby authorized,
approved, ratified and confirmed. The Loan Agreement, including 'all schedules and
exhibits attached thereto, are hereby approved and incorporated into this Bond Legislation.

Section 3.12. "Amended Schedule B" Filin g . Upon completion of the
acquisition and construction of the Project, the Issuer will file with the Purchaser, the
Authority 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.

J

D

J
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ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

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

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

(2) Reserve Fund (established by the Prior Resolutions);

(3) Renewal and Replacement Fund (established by the Prior
Resolutions as the Depreciation Reserve); and

(4) Series 2006 Bonds Construction Trust Fund.

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

Series 2006 A Bonds Reserve Account;

Series 2006 B Bonds Sinking Fund; and

Series 2006 B Bonds Reserve Account.

Section 5.03, . System Revenues; Flow of Funds. A. The entire Gross
Revenues derived from the operation of the System shall be deposited upon receipt in the
Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Bond Legislation and shall be kept separate and distinct from all other funds of the
Issuer and the Depository Bank and used only for the purposes and in the manner provided
in this Bond Legislation, All revenues at any time on deposit in the Revenue Fund shall be
disposed of only in the following order and priority:

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

(2) The Issuer shall next, each month, on or before the due date
thereof, transfer from the Revenue Fund and remit to the National Finance
Office (i) the amount required by the Prior Resolutions to pay the interest on the
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Prior Bonds; and (ii) the amounts required to pay interest on the Series 2006 A
Bonds.

(3) The Issuer shall next, each month, transfer from the Revenue Fund
and (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 Prior
Bonds; and (ii) on or before the due date thereof, remit to the National Finance
Office, commencing 24 months following the date of delivery of the Series
2006 A Bonds, the amount required to amortize the principal of the Series
2006 A Bonds over the life of the bond issue; and (iii) on the first day of each
month, remit to the Commission, commencing 3 months prior to the first date
of payment of principal of the Series 2006 B Bonds, for deposit in the Series
2006 B Bonds Sinking Fund, an amount equal to 1/3rd of the amount of principal
which will mature and become due on the Series 2006 B Bonds on the next
ensuing quarterly principal payment date; provided that, in the event the period
to elapse between the date of such initial deposit in the Series 2006 B Bonds
Sinking Fund and the next quarterly principal payment date is less than
3 months, then such monthly payment shall be increased proportionately to
provide, 1 month prior to the next quarterly principal payment date, the required
amount of principal coming due on such date.

(4) The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and (i) remit to the Commission the amounts required by the
Prior Resolutions to be deposited in the Reserve Accounts for the Prior Bonds;
(ii) remit to the Commission, commencing 3 months after the completion of
construction of the Project, as certified by the Consulting Engineers, if not fully
funded upon issuance of the Series 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 shall 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; and (iii) remit to the Commission, commencing 3
months after 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 amount
equal to 1/120th of the Series 2006 B Bonds Reserve Requirement, until the
amount in the Series 2006 B Bonds Reserve Account 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.

c-e34i53.3

	

37



U

U

U

U

0

0

U

0

0

(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 Article VIII hereof. Withdrawals and
disbursements may be made from the Renewal and Replacement Fund for
replacements, repairs, improvements or extensions to the System; provided that,
any deficiencies in any Reserve 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 extent
required hereof) shall be promptly eliminated with monies from the Renewal and
Replacement Fund.

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

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 other purpose. Whenever
the monies in the Series 2006 B Bonds Reserve Account shall be sufficient to prepay the
Series 2006 B Bonds in full, it shall be the mandatory duty of the Issuer, anything to the
contrary herein notwithstanding, to 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.

Monies in the Series 2006 B Bonds Sinking Fund shall be used only for the
purpose of paying principal of and interest, if any, on the Series 2006 B Bonds as the same
shall become due. Monies in the Series 2006 B Bonds Reserve Account shall be used only
for the purpose of paying principal of and interest, if any, on the Series 2006 B Bonds as the
same shall come due, when other monies in the Series 2006 B Bonds Sinking Fund are
insufficient therefor, and for no other purpose. Whenever the monies in- the Series 2006 B
Bonds Reserve Account shall be sufficient to prepay the Series 2006 B Bonds in full, it shall
be the mandatory duty of the Issuer, anything to the contrary herein notwithstanding, to
prepay, at the earliest practical date and in accordance with applicable provisions hereof, the
Series 2006 B Bonds and accrued interest, if any, thereon to such prepayment date.

All investment earnings on monies in the Series 2006 A Bonds Reserve Account
(if fully funded), the Series 2006 B Bonds Sinking Fund and the Series 2006 B Bonds
Reserve Account (if fully funded) shall be returned, not less than once each year, by the
Commission to the Issuer, and such amounts shall, during construction of the Project, be
deposited in the Series 2006 Bonds Construction Trust Fund, and following completion of
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construction of the Project, shall be deposited in the Revenue Fund and applied in full, first
to the next ensuing interest payment, if any, due on the Series 2006 A Bonds and the
Series 2006 B Bonds, respectively, and then to the next ensuing principal payment due
thereon, all on a pro rata basis.

Any withdrawals from the Series 2006 A Bonds Reserve Account or the
Series 2006 B Bonds Reserve Account which result in a reduction in the balance of such
accounts to below the Series 2006 A Bonds Reserve Requirement or the Series 2006 B
Bonds Reserve Requirement, respectively, shall be subsequently restored from the first Net
Revenues available after all required payments have been made in full in the order set forth
above.

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

The Issuer shall not be required to make any further payments into the
Series 2006 A Bonds Reserve Account or the Series 2006 B Bonds Reserve Account when
the aggregate amount of funds therein are at least equal to the aggregate principal amount
of the respective Bonds issued pursuant to this Bond Legislation then Outstanding and all
interest, if any, to accrue until the maturity thereof.

Principal, interest or reserve payments, whether for a deficiency or otherwise,
shall be made on a parity and pro rata, with respect to the Series 2006 A Bonds, the
Series 2006 B Bonds and the Prior Bonds in accordance with the respective principal
amounts then Outstanding.

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, the Council
and the Authority.

The Commission is hereby designated as the fiscal agent for the administration
of the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Sinking Fund and
the Series 2006 B Bonds Reserve Account created hereunder, and all amounts required for
such funds shall be remitted to the Commission from the Revenue Fund by the Issuer at the
times provided herein. If required by the Purchaser, the Authority or the Council at any
time, the Issuer shall make the necessary arrangements whereby required payments into the
said accounts shall be automatically debited from the Revenue Fund and electronically
transferred to the Commission on the dates required hereunder.
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Monies in the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds
Sinking Fund and the Series 2006 B Bonds Reserve Account shall be invested and reinvested
by the Commission in accordance with Section 8.01 hereof.

The Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Sinking
Fund and the Series 2006 B Bonds Reserve Account, shall be used solely and only for, and
are hereby pledged for, the purpose of servicing the Series 2006 A Bonds and the
Series 2006 B Bonds, respectively, under the conditions and restrictions set forth herein.

B. The Issuer shall on the first day of each month (if the first day is not a
business day, then the first business day of each month) remit to the Commission the
required principal, interest and reserve account payments and all such payments shall be
remitted to the Commission with appropriate instructions as to the custody, use and
application thereof consistent with the provisions of this Bond Legislation.

C. The Issuer shall complete the "Monthly Payment Form, " a form of which
is attached to the Loan Agreement, and submit a copy of said form, together with a copy of
its payment check to the Authority by the 5th day of such calendar month.

D. Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinbefore provided, are current and
there remains in the Revenue Fund a balance in excess of the estimated amounts required
to be so transferred and paid into such funds during the following month or such other
period as required by law, such excess shall be considered Surplus Revenues. Surplus
Revenues may be used for any lawful purpose of the System.

E. The Issuer shall remit from the Revenue Fund to the Commission, the
Registrar, the Paying Agent or the Depository Bank, on such dates as the Commission, the
Registrar, the Paying Agent or the Depository Bank, as the case may be, shall require, such
additional sums as shall be necessary to pay their respective charges, fees and expenses then
due. In the case of payments to the Commission under this paragraph, the Issuer shall, if
required by either the Authority or the Council at any time, make the necessary
arrangements whereby such required payments shall be automatically debited from the
Revenue Fund and electronically transferred. to the Commission on the dates required.

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

G. If on any monthly payment date the revenues are insufficient to place the
required amount in any of the funds and accounts as hereinabove provided, the deficiency
shall be made up in the subsequent payments in addition to the payments which would
otherwise be required to be made into the funds and accounts on the subsequent payment
dates; provided, however, that the priority of curing deficiencies in the funds and accounts
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herein shall be in the same order as payments are to be made pursuant to this Section 5.03,
and the Net Revenues shall be applied to such deficiencies before being applied to any other
payments hereunder.

H.

	

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

0

	

System.

	

I.

	

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

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 purpose of the System.

0

0

0

0

0

J
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ARTICLE VI

BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS

Section 6.01. Application of Bond Proceeds: Pledge of Unexpended Bond
Proceeds. From the monies received from the sale of the Series 2006 Bonds, the following
amounts shall be first deducted and deposited in the order set forth below:

A. . From the proceeds of the Series 2006 A Bonds, there shall be deposited
with the Commission in the Series 2006 A Bonds Reserve Account, the amount, if any, set
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 first be paid
the amounts required to pay in full the entire outstanding principal of and
all accrued interest, if any, on the Prior Notes.

C. From the proceeds of the Series 2006 B Bonds, there shall he deposited
with the Commission in the Series 2006 B Bonds Reserve Account, the amount, if any, set
forth in the Supplemental Resolution for funding of the Series 2006 B Bonds Reserve
Account.

D. As the Issuer receives advances of the remaining monies derived from
the sale of the Series 2006 A Bonds, such monies shall be deposited 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 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
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 B Bonds.

F. After completion of construction of the Project, as certified by the
Consulting Engineers, and all costs have been paid, any remaining proceeds of the Series
2006 A Bonds shall be expended as directed by the Purchaser and any remaining proceeds
of the Series 2006 B Bonds shall be expended as directed by the Council.

Section 6.02.

	

Disbursements From the Bond Construction Trust Fund.
A. The proceeds of the Series 2006 A Bonds in the Series 2006 Bonds

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

CR ,334153.3

	

42



9

:7)

0

0

0

0

0

B. The Issuer shall each month provide the Council with a requisition for
the costs incurred for the Project, together with such documentation as the Council shall
require. Payments of all Costs of the Project from the Series 2006 B Bonds shall be made
monthly.

Except as provided in Section 6.01 hereof, disbursements of proceeds of the
Series 2006 B Bonds from the Series 2006 Bonds Construction Trust Fund shall be made
only after submission to the Council of a certificate; signed by an Authorized Officer and
the Consulting Engineers, stating that:

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

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

(iii) 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 B Bonds within 3 years
of the date of the issuance of the Council's Bonds, the proceeds of which were used to 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.

0

0

0
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. . General Covenants of the Issuer. All the covenants,
agreements and provisions of this Bond Legislation shall be and constitute valid and legally
binding covenants of the Issuer and shall be enforceable in any court of competent
jurisdiction by any Holder or Holders of the Series 2006 Bonds. In addition to the other
covenants, agreements and provisions of this Bond Legislation, the Issuer hereby covenants
and agrees with the Holders of the Series 2006 Bonds as hereinafter provided in this
Article VII. All such covenants, agreements and provisions shall be irrevocable, except as
provided herein, as long as any of the Series 2006 Bonds or the interest, if any, thereon is
Outstanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The Series
2006 Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of
any constitutional, statutory or charter limitation, but shall be payable solely from the funds
pledged for such payment by this Bond Legislation. No Holder or Holders of any Bonds
shall ever have the right to compel the exercise of the taxing power of the Issuer, if any, to
pay the Series 2006 Bonds or the interest, if any, thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues: Lien Position
with Respect to Prior Bonds. The payment of the debt service of all the Series 2006 Bonds
shall be secured forthwith equally and ratably with each other by a first lien on the Net
Revenues derived from the System, on a parity with the lien on the Net Revenues 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 Series 2006 Bonds and the Prior Bonds and to make
the payments into all funds and accounts and all other payments provided for in the Bond
Legislation are hereby irrevocably pledged, in the manner provided herein, to such payments
as they become due, and for the other purposes provided in the Bond Legislation.

.O

0

Section 7.04. Rates and Charges. The Issuer has obtained any and all
approvals of rates and charges required by State law and has taken any other action required
to establish and impose such rates and charges, with all requisite appeal periods having
expired without successful appeal. Such rates and charges shall be sufficient to comply with
the requirements of the Loan Agreement. The initial schedule of rates and charges for the
services and facilities of the System shall be as set forth and approved and described in the
Commission Order of the Public Service Commission of West Virginia entered September
1, 2005, in Case No. 05-0686-PWD-CN, and 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 outstanding, the
Issuer covenants and agrees to fix and collect rates, fees and other charges for the use of the
System and to take all such actions necessary to provide funds sufficient to produce the
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required sums set forth in the Bond Legislation and in compliance with the Loan Agreement.
In the event the schedule of rates and charges initially established for the System in
connection with the Series 2006 Bonds shall prove to be insufficient to produce the required
sums set forth in this Bond Legislation and the Loan Agreement, the Issuer hereby covenants
and agrees that it will, to the extent or in the manner authorized by law, immediately adjust
and increase such schedule of rates, fees and charges and take all such actions necessary to
provide funds sufficient to produce the required sums set forth in this Bond Legislation and
the Loan Agreement.

Section 7.05. Sale of the System. So long as the Prior Bonds are
outstanding, the provisions governing the sale of the System, or any part thereof, shall be
as set forth and described in the Prior Resolutions and the System may not be sold,
mortgaged, leased or otherwise disposed of unless the Issuer has obtained the written
consent of the Purchaser, the Authority and the Council, as applicable bondholders.
Further, so long as the Series 2006 Bonds 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, mortgaged, leased or otherwise disposed of, except as a whole, or
substantially as a whole, and only if the net proceeds to be realized shall be sufficient to fully
pay all the Bonds Outstanding in accordance with Article X hereof. The proceeds from any
such sale, mortgage, lease or other disposition of the System shall, with respect to the
Series 2006 A Bonds, immediately be remitted to the National Finance Office, and with
respect to the Series 2006 B Bonds, immediately be remitted to the Commission for deposit
in the Series 2006 B 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 interest, if any, on
the Series 2006 Bonds. Any balance remaining after the payment of all 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 notwithstanding, the Issuer shall have and hereby
reserves the right to sell, lease or otherwise dispose of any of the property comprising a part
of the System hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior to any such sale, lease or
other disposition of such property, if the amount to be received therefor, together with all
other amounts received during the same Fiscal Year for such sales, leases or other
dispositions of such properties, is not in excess of $10,000, the Issuer shall, by resolution
duly adopted, determine that such property comprising a part of the System isno longer
necessary, useful or profitable in the operation thereof and may then provide for the sale of
such property. The proceeds of any such sale shall be deposited in the Renewal and
Replacement Fund. If the amount to be received from such sale, lease or other disposition
of said property, together with all other amounts received during the same Fiscal Year for
such sales, leases or other dispositions of such properties, shall be in excess of $10,000 but
not in excess of $50,000, the Issuer shall first, in writing, determine upon consultation with
a professional engineer that such property comprising a part of the System is no longer
necessary, useful or profitable in the operation thereof and may then, if it be so advised, by
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resolution duly adopted, authorize such sale, lease or other disposition of such property upon
public bidding in accordance with the laws of the State. The proceeds of any such sale shall
be deposited in the Renewal and Replacement Fund. Payment of such proceeds into the
Renewal and Replacement Fund shall not reduce the amounts required to be paid into such
fund by other provisions of this Bond Legislation.

No sale, lease or other disposition of the properties of the System shall be made
by the Issuer if the proceeds to be derived therefrom,. together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such
properties, shall be in excess of $50,000 and insufficient to pay all Bonds then Outstanding
without the prior approval and consent in writing of the Holders of the Bonds then
Outstanding. The Issuer shall prepare the form of such approval and consent for execution
by the then Holders of the Bonds for the disposition of the proceeds of the sale, lease or
other disposition of such properties of the System.

Section 7.06. Issuance of Other Obligations Payable Out of Revenues and
General 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 rank prior to, or equally, as to lien on and source of and
security for payment from such revenues with the Bonds. All obligations issued by the
Issuer after the issuance of the Bonds and payable from the revenues of the System, except
such additional parity Bonds, shall contain an express statement that such obligations are
junior and subordinate, as to lien on and source of and security for payment from such
revenues and in all other respects, to the Bonds; provided, that no such subordinate
obligations shall be issued unless all payments required to be made into all funds and
accounts set forth herein have been made and are current at the time of the issuance of such
subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be
created, any debt, lien, pledge, assignment, encumbrance or any other charge having
priority over or being on a parity with the lien of the Bonds, and the interest thereon, if any,
upon any of the income and revenues of the System pledged for payment 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 Authority and the Council prior written
notice of its issuance of any other obligations to be used for the System, payable from the
revenues of the System or from any grants for the System, or any other obligations related
to the Project or the System.

Section 7.07. Parity Bonds. So long as the Prior Bonds are outstanding,
the limitations on the issuance of parity obligations set forth in the Prior Resolutions shall
be applicable. In addition, no Parity Bonds, payable out of the revenues of the System, shall
be issued after the issuance of the Series 2006 Bonds pursuant to this Bond Legislation,
without the prior written consent of the Authority, the Council and the Purchaser and
without complying with the conditions and requirements herein provided.
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All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2006 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 2006 A Bonds and the Prior 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 statement by the Independent Certified Public Accountants,
reciting the conclusion that the Net Revenues for the Fiscal Year following the year in which
such Parity Bonds are to be issued shall be at least 120% of the average annual debt service
requirements on the following:

(1)

	

The Bonds Outstanding;

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

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

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. In the event the foregoing limitation is waived or when the Series 2006 A
Bonds and the Prior Bonds are no longer outstanding, the following parity requirement shall
be met:

So long as the Series 2006 B 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:

(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.
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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 Revenues actually derived from the System during the 12-consecutive-
month period herein above referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Certified Public Accountants, 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 prior and superior liens of the Series 2006 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 2006 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 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
Issuer then be in full compliance with all the covenants, agreements and terms of this Bond
Legislation.

Section 7.08. Books: Records and Audit. The Issuer shall keep complete
and accurate records of the cost of acquiring the Project site and the costs of acquiring,
constructing and installing the Project. The Issuer shall permit the Purchaser, the Authority
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and the Council or their agents and representatives, to inspect all books, documents, papers
and records relating to the Project and the System at all reasonable times for the purpose of
audit and examination. The Issuer shall submit to the Purchaser, the Authority and the
Council such documents and information as they may reasonably require in connection with
the acquisition, construction and installation of the Project, the operation and maintenance
of the System and the administration of the loan or any grants or other sources of financing
for the Project.

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

The Issuer will keep books and records of the System, which shall be separate
and apart from all other books, records and accounts of the Issuer, in which complete and
correct entries shall be made of all transactions relating to the System, and any Holder of
a Bond or Bonds issued pursuant to this Bond Legislation shall have the right at all
reasonable times to inspect the System and all parts thereof and all records, accounts and
data of the Issuer relating thereto.

The accounting system for the System shall follow current generally accepted
accounting principles and safeguards to the extent allowed and as prescribed by the Public
Service Commission of West Virginia. Separate control accounting records shall be
maintained by the Issuer. Subsidiary records as may be required shall be kept in the manner
and on the forms, books and other bookkeeping records as prescribed by the Governing
Body. The Governing Body shall prescribe and institute the manner by which subsidiary
records of the accounting system which may be installed remote from the direct supervision
of the Governing Body shall be reported to such agent of the Issuer as the Governing Body
shall direct.

The Issuer shall file with the 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 Bonds, requesting the same, an annual report containing the following:

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

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

(C) The amount of any Bonds, notes or other obligations
payable from the revenues of the System outstanding.
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The Issuer shall also, at least once a year, cause the books, records and accounts
of the System to be audited by Independent Certified Public Accountants in compliance with
the applicable OMB Circular, or any successor thereto and the Single Audit Act, or any
successor thereto, to the extent legally required, and shall mail upon request, and make
available generally, the report of said Independent Certified Public Accountants, or a
summary thereof, to any Holder or Holders of the Series 2006 Bonds and shall submit said
report to the Purchaser, the Authority and the Council, or any other original purchaser of
the Series 2006 Bonds. Such audit report submitted to the Purchaser, the Authority and the
Council shall include a statement that notes whether the results of tests disclosed instances
of noncompliance that are required to be reported under government auditing standards and,
if they are, describes the instances of noncompliance and the audited financial statements
shall include a statement that notes whether the results of tests disclosed instances of
noncompliance that are required to be reported under government auditing standards and,
if they are, describes the instances of noncompliance and the audited financial statements
shall include a statement that notes whether the revenues of the System are adequate to meet
the Issuer's Operating Expenses and debt service and reserve requirements.

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

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 all
reasonable times. Prior to, during and after completion of construction and commencement
of operation of the *Project, the Issuer shall also provide the Purchaser, the Authority and
the Council, or their agents and representatives, with access to the System site and System
facilities as may be reasonably necessary to accomplish all of the powers and rights of the
Authority, the Council and the Purchaser with respect to the System pursuant to the Act.

Section 7.09. Rates. Prior to the issuance of the Series 2006 Bonds,
equitable rates or charges for the use of and service rendered by the System shall be
established all in the manner and form required by law, and copies of such rates and charges
so established will be continuously on file with the Secretary, which copies will be open to
inspection by all interested parties. The schedule of rates and charges shall at all times be
adequate to produce Gross Revenues from the System sufficient to pay Operating Expenses
and to make the prescribed payments into the funds created hereunder. Such schedule of
rates and charges shall be changed and readjusted whenever necessary so that the aggregate
of the rates and charges will be sufficient for such purposes. In order to assure full and
continuous performance of this covenant, with a margin for contingencies and temporary
unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees that
the schedule of rates or charges from time to time in effect shall be sufficient, together with
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other revenues of the System (i) to provide for all Operating Expenses of the System and
(ii) to leave a balance each year equal to at least 115% of the maximum amount required in
any year for payment of principal of and interest, if any, on the Series 2006 Bonds and all
other obligations secured by a lien on or payable from such revenues on a parity with the
Series 2006 Bonds, including the Prior Bonds; provided that, in the event that an amount
equal to or in excess of the reserve requirement is on deposit respectively in the Reserve
Accounts and any reserve accounts for obligations on a parity with the Series 2006 Bonds,
including the Prior Bonds, are funded at least at the requirement therefor, such balance each
year need only equal at least 110% of the maximum amount required in any year for
payment of principal of and interest, if any, on the Series 2006 Bonds and all other
obligations secured by a lien on or payable from such revenues on a parity with the Series
2006 Bonds, including the Prior Bonds. In any event, subject to any requirements of law,
the Issuer shall not reduce the rates or charges for services described in Section 7.04 hereof.
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Section 7.10. Operating Budget and Monthly Financial Report. The
Issuer shall annually, at least 45 days preceding the beginning of each Fiscal Year, prepare
and adopt by resolution a detailed, balanced budget of the estimated revenues and
expenditures for operation and maintenance of the System during the succeeding Fiscal Year
and shall submit a copy of such budget to the Purchaser, the Authority and the Council
within 30 days of adoption thereof. No expenditures for the operation and maintenance of
the System shall be made in any Fiscal Year in excess of the amounts provided therefor in
such budget without a written finding and recommendation by a registered professional
engineer, which finding and recommendation shall state in detail the purpose of and
necessity for such increased expenditures for the operation and maintenance of the System,
and no such increased expenditures shall be made until the Issuer shall have approved such
finding and recommendation by a resolution duly adopted. No increased expenditures in
excess of 10% of the amount of such budget shall be made except upon the further certificate
of a registered professional engineer that such increased expenditures are necessary for the
continued operation of the System. The Issuer shall mail copies of such annual budget and
all resolutions authorizing increased expenditures for operation and maintenance within 30
days of adoption to the Purchaser, the Authority and the Council, or to any Holder of the
Bonds, who shall file his or her address with the Issuer and request in writing that copies of
all such budgets and resolutions be furnished him or her and shall make available such
budgets and all resolutions authorizing increased expenditures for operation and maintenance
of the System 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," a form of which is attached to the
Loan Agreement, and forward a copy of such report to the Authority and the Council by the
10th day of each month.

Section 7.11.

	

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

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

The Issuer shall employ qualified operating personnel properly certified by the
State to operate the System during the entire term of the Loan Agreement.

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

Section 7.1a. Enforcement of Collections. The Issuer will diligently
enforce and collect all fees, rentals or other charges for the services and facilities of the
System, and take all steps, actions and proceedings for the enforcement and collection of
such fees, rentals or other charges which shall become delinquent to the full extent permitted
or authorized by the Act, the rules and regulations of the Public Service Commission of
West Virginia and other laws of the State of West Virginia.

Whenever any fees, rates, rentals or other charges for the services and facilities
of the System shall remain unpaid for a period of 20 days after the same shall become due
and payable, the user of the services and facilities shall be delinquent until such time as all
such rates and charges are fully paid. To the extent authorized by the laws of the State and
the rules and regulations of the Public Service Commission of West Virginia, rates, rentals
and other charges, if not paid when due, shall become a lien on the premises served by the
System. The Issuer further covenants and agrees that, it will, to the full extent permitted by
law and the rules and regulations promulgated by the Public Service Commission of
West Virginia, discontinue and shut off the services of the System, and any services and
facilities of the sewerage system, if so owned by the Issuer, to all users of the services of
the System delinquent in payment of charges for the services of the System and will not
restore such services of either system until all delinquent charges for the services of the
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System, plus reasonable interest and penalty charges for the restoration of service, have been
fully paid and shall take all further actions to enforce collections to the maximum extent
permitted by law,. If the sewerage facilities are not owned by the Issuer, the Issuer will, to
the extent allowed by law, use diligent efforts to enter into a similar termination agreement
with the provider of such sewerage service, subject to any required approval of such
agreement by the Public Service Commission of West Virginia and all rules, regulations and
orders of the Public Service Commission of West Virginia.

Section 7.14. No Free Services. The Issuer will not render or cause to
be rendered any free services of any nature by the System, nor will any preferential rates
be established for users of the same class; and in the event the Issuer, or any department,
agency, instrumentality, officer or employee shall avail itself or themselves of the facilities
or services provided by the System, or any part thereof, the same rates, fees or charges
applicable to other customers receiving like services under similar circumstances shall be
charged the Issuer and any such department, agency, instrumentality, officer or employee.
The revenues so received shall be deemed to be revenues derived from the operation of the
System, and shall be deposited and accounted for in the same manner as other revenues
derived from such operation of the System.

Section 7.15. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Bonds remain Outstanding, the Issuer will, as an
Operating Expense, procure, carry and maintain insurance with a reputable insurance carrier
or carriers as is customarily covered with respect to works and properties similar to the
System. Such insurance shall initially cover the following risks and be in the following
amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS
MISCHIEF AND EXTENDED COVERAGE INSURANCE, on
all above-ground insurable portions of the System in an amount
equal to the actual cost thereof. Iri time of war the Issuer will also
carry and maintain insurance to the extent available against the
risks and hazards of war. The proceeds of all such insurance
policies shall be placed in the Renewal and Replacement Fund and
used only for the repairs and restoration of the damaged or
destroyed properties or for the other purposes provided herein for
the Renewal and Replacement Fund. The Issuer will itself, or will
require each contractor and subcontractor to, obtain and maintain
builder's risk insurance (fire and extended coverage) to protect the
interests of the Issuer, the Authority, the prime contractor and all
subcontractors as their respective interests may appear, in
accordance with the Loan Agreement, during construction of the
Project on a 100% basis (completed value form) on the insurable
portion of the Project, such insurance to be made payable to the
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order of the Purchaser, the Authority, the Issuer, the contractors
and subcontractors, as their interests may appear.

(2) PUBLIC LIABILITY INSURANCE, with limits of
not less than $1,000,000 per occurrence to protect the Issuer from
claims for bodily injury and/or death and not less than $500,000
per occurrence from claims for damage to property of others which
may arise from the operation of the System, and insurance with the
same limits to protect the Issuer from claims arising out of
operation or ownership of motor vehicles of or for the System.

(3) WORKER'S COMPENSATION COVERAGE FOR
ALL EMPLOYEES. OF OR FOR THE SYSTEM ELIGIBLE
THEREFOR; AND PERFORMANCE AND PAYMENT BONDS,
such bonds to be in the amounts of 100% of the construction
contract and to be required of each contractor contracting directly
with the Issuer, and such payment bonds will be filed with the
Clerk of The County Commission of the County in which such
work is to be performed prior to commencement of construction of
the Project in compliance with West Virginia Code, Chapter 38,
Article 2, Section 39.

(4) FLOOD INSURANCE, if the facilities of the System
are or will be located in designated special flood or mudslide-prone
areas and to the extent available at reasonable cost to the Issuer.

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

(6) FIDELITY BONDS will be provided as to every
officer, member and employee 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 the custody of any such person at any
one time unless an increased amount is requested by the Purchaser
from time to time.

B. The Issuer shall require all contractors engaged in the construction of the
Project to furnish a performance bond and a payment bond, each in an amount equal to
100% of the contract price of the portion of the Project covered by the particular contract
as security for the faithful performance of such contract. The Issuer shall verify such bonds
prior to commencement of construction.

The Issuer shall also require all contractors engaged in the construction of the
Project to carry such worker's compensation coverage for all employees working on the
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Project and public liability insurance, vehicular liability insurance and property damage
insurance in amounts adequate for such purposes and as is customarily carried with respect
to works and properties similar to the Project; provided that the amounts and terms of such
coverage are satisfactory to the Authority and the Council and the Issuer shall verify such
insurance prior to commencement of construction. In the event the Loan Agreement so
requires, such insurance shall be made payable to the order of the Authority, the Issuer, the
prime contractor and all subcontractors, as their interests may appear.

Section 7.16. Connections. To the extent permitted by the laws of the
State and rules and regulations of the Public Service Commission of West Virginia, the
Issuer shall require every owner, tenant or occupant of any house, dwelling, or building
intended to be served by the System to connect thereto.

Section 7.17. Completion of Project: Permits and Orders. The Issuer
shall complete the Project as promptly as possible and operate and maintain the System as
a revenue-producing utility in good condition and in compliance with all federal and state
requirements and standards.

The Issuer has obtained all permits required by State and federal laws for the
acquisition and construction of the Project, all orders and approvals from the Public Service
Commission of West Virginia and the Council necessary for the acquisition and construction
of the Project and the operation of the System and all approvals for issuance of the Bonds
required by State law, with all requisite appeal periods having expired without successful
appeal.

Section 7.18. Compliance with Letter of Conditions, Loan Agreement and
Law. The Issuer shall perform, satisfy and comply with all the terms and conditions of the
Letter of Conditions, the Loan Agreement, the Act and this Bond Legislation. The Issuer
shall also comply with all applicable laws, rules and regulations issued by the Purchaser, the
Authority and the Council, or other state, federal or local bodies in regard to the acquisition
and construction of the Project and the operation, maintenance and use of the System. The
Issuer shall provide the Council 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. PRIVATE BUSINESS 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 Private
Business Use if, in addition, the payment of more than 10% of the principal or 10% 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
interest in property used or to be used for a Private Business Use or in payments in respect
of property used or to be used for a Private Business Use or is to be derived from payments,
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whether or not to the Issuer, in respect of property or borrowed money used or to be used
for a Private Business Use; and (ii) and that, in the event that both (A) in excess of 5% of
the Net Proceeds of the Series 2006 Bonds are used for a Private Business Use, and (B) an
amount in excess of 5% of the principal or 5% of the interest due on the 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 interest in property used or to be used
for said Private Business Use or in payments in respect of property used or to be used for
said Private Business Use or . is to be derived from payments, whether or not to the Issuer,
in respect of property or borrowed money used or to be used for said Private Business Use,
then said excess over said 5% of Net Proceeds of the Series 2006 Bonds used for a Private
Business Use shall be used for a Private Business 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 proceeds used for the governmental use of
the portion of the Project to which such Private Business Use is related. All of the foregoing
shall be determined in accordance with the Code.

B. PRIVATE LOAN LIMITATION. The Issuer shall assure that not in
excess of the lesser of 5% of the Net Proceeds of the Series 2006 Bonds or $5,000,000 are
used, directly or indirectly, to make or finance a loan (other than loans constituting
Nonpurpose Investments) to persons other than state or local government units.

C. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not take
any action or permit or suffer any action to be taken if the result of the same would be to
cause the Series 2006 Bonds to be "federally guaranteed" within the meaning of
Section 149(b) of the Code. ,

D. INFORMATION RETURN. To the extent legally required, the Issuer
will timely file all statements, instruments and returns necessary to assure the tax-exempt
status of the Series 2006 Bonds and the interest thereon including, without limitation, the
information return required under Section 149(e) of the Code.

E. FURTHER ACTIONS. The Issuer will take any and all actions that may
be required of it (including, without limitation, those deemed necessary by the Authority)
so that the interest on the Series 2006 Bonds will be and remain excluded from gross income
for federal income tax purposes, and will not take any actions or fail to take any actions
(including, without limitation, those deemed necessary by the Authority), the result of which
would adversely affect such exclusion.

Section 7.20. Securities Laws Compliance. The Issuer will provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
changes in usage and customer base) so that the Authority may comply with the provisions
of SEC Rule 15c2-12 (17 CFR Part 240).
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Section 7.21. Statutory Mortgage Lien. For the further protection of the
Holders of the Series 2006 Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, which statutory mortgage lien is hereby recognized and declared to be
valid and binding, shall take effect immediately upon delivery of the Series 2006 Bonds and
shall be on a parity with the statutory mortgage lien in favor of the Holders of the Prior
Bonds.

Section 7.22.

	

Contracts:	 Public Releases.

	

A.

	

The Issuer shall,
simultaneously with the delivery of the Series 2006 Bonds or immediately thereafter, enter
into written contracts for the immediate acquisition or construction of the Project.

B. The Issuer shall submit all proposed change orders to the 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 in
"contingency" as set forth in the schedule attached to the certificate of the Consulting
Engineer. The Issuer shall also obtain the written approval of the Purchaser and the Council
before expending any proceeds of the Series 2006 Bonds made available due to bid or
construction or project underruns.

C. The Issuer shall list the funding as being provided by the Purchaser, the
Authority and the Council in any press release, publication, program, bulletin, sign or other
public communication that references the Project, including but not limited to any program
document distributed in conjunction with any ground breaking or dedication of the Project.

n
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ARTICLE VIII

INVESTMENT OF FUNDS; USE OF PROCEEDS

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

Any investment shall be held in and at all times deemed a part of the fund or
account in which such monies were originally held, and the interest accruing thereon and any
profit or loss realized from such investment shall be credited or charged to the appropriate
fund or account. The investments held for any fund or account shall be valued at the lower
of cost or then current market value, or at the redemption price thereof if then redeemable
at the option of the holder, including the value of accrued interest and giving effect to the
amortization of discount, or at par if such investment is held in the "Consolidated Fund."
The Commission shall sell and reduce to cash a sufficient amount of such investments
whenever the cash balance in any fund or account is insufficient to make the payments
required from such fund or account, regardless of the loss on such liquidation. The
Depository Bank may make any and all investments permitted by this section through its own
investment or trust department and shall not be responsible for any losses from such
investments, other than for its own negligence or willful misconduct.

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

Section 8.02. Certificate as to Use of Proceeds: Covenants as to Use of
Proceeds. The Issuer shall deliver a certificate as to use of proceeds or other similar
certificate to be prepared by nationally recognized bond counsel relating to restrictions on
the use of proceeds of the Series 2006 B Bonds as a condition to issuance of the Series 2006
B Bonds. In addition, the Issuer covenants (i) to comply with the Code and all Regulations
from time to time in effect and applicable to the Series 2006 B Bonds as may be necessary
in order to maintain the status of the Series 2006 B Bonds as governmental bonds; (ii) that
it shall not take, or permit or suffer to be taken, any action with respect to the Issuer's use
of the proceeds of the Series 2006 B Bonds which would cause any bonds, the interest on
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which is exempt from federal income taxation under Section 103(a) of the Code, issued by
the Authority or the Council, as the case may be, from which the proceeds of the Series
2006 B Bonds are derived, to lose their status as tax-exempt bonds; and (iii) to take such
action, or refrain from taking such action, as shall be deemed necessary by the Issuer, or
requested by the Authority or the Council, to ensure compliance with the covenants and
agreements set forth in this Section, regardless of whether such actions may be contrary to

0

	

any of the provisions of this Resolution.

The Issuer shall annually furnish to the Authority information with respect to
the Issuer's use of the proceeds of the Series 2006 B Bonds and any additional information
requested by the Authority.

0
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ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01.

	

Events of Default. Each of the following events shall
constitute an "Event of Default" with respect to the Series 2006 Bonds:

., (1) if default. occurs in the due and punctual payment of
the principal of or interest, if any, on any series of the Series 2006
Bonds; or

(2) If default occurs in the Issuer's observance of any of
the covenants, agreements or conditions on its part relating to the
Series 2006 Bonds set forth in this Bond Legislation, any
supplemental resolution or in the Series 2006 Bonds, and such
default shall have continued for a period of 30 days after the Issuer
shall have been given written notice of such default by the
Commission, the Depository Bank, the Registrar, the Paying Agent
or any other Paying Agent or a Holder of a Bond; or

(3) If the Issuer tiles a petition seeking reorganization or
arrangement under the federal bankruptcy laws or any other
applicable law of the United States of America; or

(4)

	

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

Notwithstanding anything herein to the contrary, if default occurs in the due and
punctual payment of the principal of or interest on any series of the Series 2006 Bonds or
the Prior Bonds, it shall constitute an "Event of Default" with respect to the other series of
the Series 2006 Bonds.

Section 9.02. Remedies, Upon the happening and continuance of any
Event of Default, any Registered Owner of a Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in
particular, (i) bring suit for any unpaid principal or interest then due, (ii) by mandamus or
other appropriate proceeding enforce all rights of such Registered Owners including the right
to require the Issuer to perform its duties under the Act and the Bond Legislation relating
thereto, including but not limited to the making and collection of sufficient rates or charges
for services rendered by the System, (iii) bring suit upon the Bonds; (iv) by action at law or
bill in equity require the Issuer to account as if it were the trustee of an express trust for the
Registered Owners of the Bonds, and (v) by action or bill in equity enjoin any acts in
violation of the Bond Legislation with respect to the Bonds, or the rights of such Registered
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Owners; provided that, all rights and remedies of the Holders of the Series 2006 A Bonds
and the Series 2006 B Bonds shall be on a parity with each other and the Prior Bonds.

Section 9.03. Appointment of Receiver. Any Registered Owner of a Bond
may, by proper legal action, compel the performance of the duties of the Issuer under the
Bond Legislation and the Act, including, the completion of the Project and after
commencement of operation of the System, the making and collection of sufficient rates and
charges for services rendered by the System and segregation of the revenues therefrom and
the application thereof. If there be any Event of Default with respect to such Bonds, any
Registered Owner of a Bond shall, in addition to all other remedies or rights, have the right
by appropriate legal proceedings to obtain the appointment of a receiver to administer the
System or to complete the acquisition and construction of the Project on behalf of the Issuer,
with power to charge rates, rentals, fees and other charges sufficient to provide for the
payment of Operating Expenses of the System, the payment of the Bonds and interest and
the deposits into the funds and accounts hereby established, and to apply such rates, rentals,
fees, charges or other revenues in conformity with the provisions of this Bond Legislation
and the Act.

The receiver so appointed shall forthwith, directly or by his or her or its agents
and attorneys, enter into and upon and take possession of all facilities of said System and
shall hold, operate and maintain, manage and control such facilities, and each and every part
thereof, and in the name of the Issuer exercise all the rights and powers of the Issuer with
respect to said facilities as the Issuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Bond Legislation for reserve, sinking or other funds and upon any other
obligations and interest thereon having a charge, lien or encumbrance upon the revenues of
the System shall have been paid and made good, and all defaults under the provisions of this
Bond Legislation shall have been cured and made good, possession of the System shall be
surrendered to the Issuer upon the entry of an order of the court to that effect. Upon any
subsequent default, any Registered Owner of any Bonds shall have the same right to secure
the further appointment of a receiver upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon
him or her or it, shall be under the direction and supervision of the court making such
appointment, shall at all times be subject to the orders and decrees of such court and may
be removed thereby, and a successor receiver may be appointed in the discretion of such
court. Nothing herein contained shall limit or restrict the jurisdiction of such court to enter
such other and further orders and decrees as such court may deem necessary or appropriate
for the exercise by the receiver of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System in
the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mort gage or
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otherwise dispose of any assets of any kind or character belonging or pertaining to the
System, but the authority of such receiver shall be.limited to the completion of the Project
and the possession, operation and maintenance of the System for the sole purpose of the
protection of both the Issuer and Registered Owners of such Bonds and the curing and
making good of any Event of Default with respect thereto under the provisions of this Bond
Legislation, and the title to and ownership of the System shall remain in the Issuer, and no
court shall have any jurisdiction to enter any order or decree permitting or requiring such
receiver to sell, assign, mortgage or otherwise dispose of any assets of the System.

0
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ARTICLE X

PAYMENT OF BONDS

Section 10.01.. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid to the Holders of the Series 2006 Bonds, the principal of and. interest, if
any, due or to become due thereon, at the times and in the manner stipulated therein and in
this Bond Legislation, then the pledge of Net Revenues and other 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 2006 Bonds, shall thereupon cease,
terminate and become void and be discharged and satisfied; except as may otherwise be
necessary to assure the exclusion of interest, if any, on the Series 2006 Bonds from gross
income for federal income tax purposes.

Except through such direct payment to the Holder of the Series 2006 A Bonds,
the Issuer may not defease the Series 2006 A Bonds or otherwise provide for payment
thereof by escrow or like manner.

C
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond Legislation. 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
material modification or amendment of this Resolution, or of any resolution or order
amendatory or supplemental hereto, that would materially and adversely affect the 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 Outstanding;
provided, that no change shall be made in the maturity of the Bonds or the rate of interest
thereon, or in the principal amount thereof, or affecting the unconditional promise of the
Issuer to pay such principal and interest, if any, out of the funds herein pledged therefor
without the consent of the Registered Owner thereof. No amendment or modification shall
be made that would reduce the percentage of the principal amount of the Bonds required for
consent to the above-permitted amendments or modifications. Notwithstanding the
foregoing, this Bond Legislation may be amended without the consent of any Bondholder
as may be necessary to assure compliance with Section 148(f) of the Code relating to rebate
requirements or otherwise as may be necessary to assure the excludability of interest, if any,
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 constitute a contract between the Issuer and the Registered
Owners of the Series 2006 Bonds, and no change, variation or alteration of any kind of the
provisions of the Bond Legislation shall be made in any manner, except as in this Bond
Legislation provided.

Section 11.03. Severability of Invalid Provisions. If any section,
paragraph, clause or provision of this Resolution should be held invalid by any court of
competent jurisdiction, the invalidity of such section, paragraph, clause or provision shall
not affect any of the remaining provisions of this Resolution, the Supplemental Resolution
or the Series 2006 Bonds.

Section 11.04. Headings. Etc. The headings and catchlines of the articles,
sections and subsections hereof are for convenience of reference only, and shall not affect
in any way the meaning or interpretation of any provision hereof.

Section 11.05. Conflicting Provisions Repealed: Prior Resolutions. 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 or the Loan Resolution (Form FmHA 442-47); and
provided that in the event of any conflict between this Resolution and the Prior Resolutions,
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the Prior Resolutions shall control (unless less restrictive), so long as the Prior Bonds or any
portion thereof are outstanding.

Section 11.06. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to exist ., to happen, to be performed or
to be taken precedent to and in the adoption of this Resolution do exist, have happened, have
been performed and have been taken in regular and due. time, form and manner as required
by and in full compliance with the laws and Constitution of the State of West Virginia
applicable thereto; and that the Chairman, the Secretary and members of the Governing
Body were at all times when any actions in connection with this Resolution occurred and are
duly in office and duly qualified for such office.

Section 11.07.

	

Effective Date.

	

This Resolution shall take effect
immediately upon adoption.

0

0

0
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Adopted this 25th day of July, 2006.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

0

0

0

C)

C)

0
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CERTIFICATION

0
Certified a true copy of a Resolution duly adopted by the Public Service Board

of MCDOWELL COUNTY PUBLIC SERVICE DISTRICT on July 25, 2006.

Dated: July 27, 2006.

[SEAL]

Secretary

0

0

0

0

0

0

07.19.06
582180.00003
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2006 A,
(United States Department of Agriculture) and

Water Revenue Bonds, Series 2006 B,
(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), AND WATER REVENUE BONDS, SERIES
2006 B (WEST VIRGINIA INFRASTRUCTURE FUND), OF
McDOWELL COUNTY PUBLIC SERVICE DISTRICT;
APPROVING AND RATIFYING THE LOAN AGREEMENT
RELATING TO THE SERIES 2006 'B BONDS; AUTHORIZING
AND APPROVING THE SALE OF THE SERIES 2006 A
BONDS TO THE UNITED STATES DEPARTMENT OF
AGRICULTURE AND THE SERIES 2006 B BONDS TO THE
WEST VIRGINIA WATER DEVELOPMENT AUTHORITY;
DESIGNATING A REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK; AND MAKING OTHER PROVISIONS
AS TO THE BONDS.

WHEREAS, the Public Service Board (the "Governing Body") of McDowell
County Public Service District (the "Issuer") has duly and officially adopted a bond
resolution on July 25, 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 MCDOWELL COUNTY PUBLIC SERVICE DISTRICT
AND THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF THROUGH THE ISSUANCE BY THE
DISTRICT OF NOT MORE THAN $236,000 IN AGGREGATE
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PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2006 A, AND NOT MORE THAN $300,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO.. THE . ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING ,A LOAN
AGREEMENT RELATING TO THE SERIES 2006 B BONDS;
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 Resolution when used herein;

WHEREAS, the Bond Resolution provides for the issuance of Water Revenue
Bonds, Series 2006 A (United States Department of Agriculture), and Water Revenue Bonds,
Series 2006 B (West Virginia Infrastructure Fund), of the Issuer (collectively, the "Bonds"
and individually, the "Series 2006 A Bonds" and the "Series 2006 B Bonds"), in the
respective aggregate principal amounts not to exceed $236,000 and $300,000, and has
authorized the execution and delivery of the loan agreement relating to the Series 2006 B
Bonds, including all schedules and exhibits attached thereto, by and between the Issuer and
the West Virginia Water Development Authority (the "Authority"), on behalf of the West
Virginia Infrastructure and Jobs Development Council (the "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 resolution 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;

0
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WHEREAS, the Series 2006 A 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 B Bonds are proposed to be purchased by the Authority pursuant to the Loan
Agreement; and

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution") be adopted, that the Loan
Agreement be approved and ratified by the Issuer, that the exact principal amounts, the dates,
the maturity dates, the redemption provisions, the interest rates, the interest and principal
payment dates, the sale prices and other terms of the Bonds be fixed hereby in the manner
stated herein, and that other matters relating to the Bonds be herein provided for;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
McDOWELL COUNTY PUBLIC SERVICE DISTRICT:

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

A. Water Revenue Bonds, Series 2006 A (United States Department
of Agriculture), of the Issuer, originally represented by a single Bond, numbered AR-I in
the principal amount of $236,000. The Series 2006 A Bonds shall be dated the date of
delivery thereof, shall bear interest at the rate of 4.5% per annum, interest only payable in
monthly installments for the first 24 months commencing 30 days following delivery of the
Series 2006 A Bonds and continuing on the corresponding day of each month and, thereafter,
principal and interest are payable in monthly installments of $1,084 on the corresponding day
of each month, except that the final installment shall be paid at the end of forty (40) years
from the date of the Series 2006 A Bonds, in the sum of the unpaid principal and interest due
on the date thereof, except that prepayments may be made as hereinafter provided and as
provided in the Series 2006 A Bonds, all such payments to be made at the National Finance
Office, St. Louis, Missouri 63103, or at such other place as the Purchaser may designate
after issuance of the Series 2006 A Bonds. Prepayments of scheduled installments, or any
portion thereof, may be made at any time at the option of the Issuer.

B. Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure
Fund), of the Issuer, originally represented by a single Bond, numbered BR-1, in the
principal amount of $300,000. The Series 2006 B Bonds shall be dated the date of delivery
thereof, shall finally mature June 1, 2046, and shall bear no interest. The principal of the
Series 2006 B Bonds shall be payable quarterly, on March 1, June 1, September 1 and
December 1 of each year, commencing March 1, 2008, and maturing June 1, 2046, and in
the amounts as set forth in the "Schedule Y" attached to the Loan Agreement and
incorporated in and made a part of the Series 2006 B Bonds. The Series 2006 B Bonds shall
be subject to redemption upon the . written consent of the Authority and the Council, and upon
payment of the redemption premium, if any, and otherwise in compliance with the Loan
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Agreement, so long as the Authority shall be the registered owner of the Series 2006 B
Bonds.

Section 2.

	

All other provisions relating to the Bonds and the text of the Bonds
shall be in substantially the form provided in the Bond Resolution.

Section 3. The Issuer does hereby authorize, approve, ratify and accept the
Loan Agreement, a copy of which is incorporated herein by reference, and the execution and
delivery of the Loan Agreement by the Chairman, 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 and the Authority. The Issuer does hereby
authorize, approve and accept the Letter of Conditions, and all amendments thereto, and the
performance of the obligations contained therein, on behalf of the Issuer, 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 and
the Series 2006 B Bonds shall be advanced from time to time as requisitioned by the Issuer.

Section 4. The Issuer does hereby appoint and designate The Huntington
National Bank, Charleston, West Virginia, to serve as Registrar (the "Registrar") for the
Series 2006 B Bonds under the Bond Resolution and does approve and accept the Registrar's
Agreement to be dated the date of delivery of the Bonds, by and between the Issuer and the
Registrar, and the execution and delivery of the Registrar's Agreement by the Chairman, and
the performance of the obligations contained therein, 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 the
Series 2006 B Bonds under the Bond Resolution.

Section 6. The Issuer does hereby appoint and designate MCNB Bank and
Trust Company, Welch, West Virginia, to serve as Depository Bank under the Bond
Resolution.

Section 7, All proceeds of the Series 2006 A Bonds shall be deposited in or
credited to the Series 2006 Bonds Construction Trust Fund 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 Bonds.

Section 8. Series 2006 B Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2006 B Bonds Sinking Fund, as capitalized interest.

Section 9. Series 2006 B Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2006 B Bonds Reserve Account.
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Section 10. Series 2006 B Bonds proceeds in the amount of $20,000 shall be
paid to the West Virginia Municipal Bond commission to pay in full the outstanding principal
of and interest on the Prior Notes at closing.

Section 11. The balance of the proceeds of the Series 2006 B Bonds shall be
deposited in or credited to the Series 2006 Bonds Construction Trust Fund for payment of
the costs of the Project, including, without limitation, costs of issuance of the Bonds and
related costs.

Section 12. The Chairman and Secretary are hereby authorized and directed
to execute and deliver such other documents, agreements, instruments and certificates
required or desirable in connection with the Bonds to be issued hereby and by the Bond
Resolution approved and provided for, to the end that the Series 2006 A Bonds may be
delivered on or about July 27, to the Purchaser pursuant to the Letter of Conditions, and the
Series 2006 B Bonds may be delivered on or about July 27, to the Authority pursuant to the
Loan Agreement.

Section 13. The acquisition and construction of the Project and the financing
thereof in part with proceeds of the Bonds are in the public interest, serve a public purpose
of the Issuer and will promote the health, welfare and safety of the residents of the Issuer.

Section 14. The Issuer hereby determines that it is in the best interest of the
Issuer to invest all monies in the funds and accounts established by the Bond 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 time accounts, secured by
a pledge of Government Obligations, and therefore, the Issuer hereby directs the Depository
Bank to take such actions as may be necessary to cause such monies to be invested in such
repurchase agreements or time accounts, until further directed in writing by the Issuer.
Monies in the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Sinking Fund
and the Series 2006 B Bonds Reserve Account shall be invested by the West Virginia
Municipal Bond Commission in the West Virginia Consolidated Fund.

Section 15. The Issuer hereby approves and accepts all contracts relating to
the financing, acquisition and construction of the Project.

Section 16. This Supplemental Resolution shall be effective immediately
following adoption hereof.
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Adopted this 25th day of July, 2006.

O

		

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

0
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CERTIFICATION,

Certified a true copy of a Supplemental Resolution duly adopted by
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT on this 25th day of July, 2006.

Dated: July 27, 2006.
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2001 A
(United .States Department of Agriculture)

BOND RESOLUTION
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF McDOWELL COUNTY
PUBLIC SERVICE DISTRICT, AND THE FINANCING OF
THE COST, NOT OTHERWISE PROVIDED THEREOF,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $145,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2001 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 McDOWELL COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE I

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 Virginia Code of 1931, as
amended (the "Act"), and other applicable provisions of law. McDowell County Public
Service District (the "Issuer") is a public corporation and public service district and political
subdivision of the State of West Virginia in McDowell County of said State, duly created
pursuant to the Act by The County,Coznmission of McDowell County.

Section 1.02.

	

FindinQs• and • Determinations.

	

It is hereby found,
determined and declared as follows

A.

	

The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, construct, operate and maintain certain additional public
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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.

B. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby otdered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of .a water treatment
and distribution facility (waterline extension project) and all necessary appurtenant facilities
in the communities of Caretta and Bartley, McDowell County, West Virginia (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/Treasurer 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 financing hereby authorized and provided for are public purposes of the Issuer and are
ordered for the ,purpose of meeting and serving public convenience and necessity.

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 maximum cost of the acquisition and construction of the
Project is $515,000, of which .145,,000 will be obtained from the proceeds of sale of the
Series 2001 A Bonds herein ' authorized, approximately $370,000 will be obtained from a
grant from the Purchaser, , approximately $129,000 will be obtained from a supplemental
grant from the Purchaser, and approximately $37,098 will be obtained from a grant from the
West Virginia Infrastructure and Jobs Development Council.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 2001 A (United States Department of Agriculture), in the aggregate principal amount
of $145,000 (the "Series 2001 A Bonds"), to finance a portion of the cost of such acquisition
and construction in the manner hereinafter provided. The cost of such acquisition and
construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the cost of all property rights, easements and franchises deemed
necessary or convenient therefor and for the improvements and extensions thereto; interest
on the Series 2001 A Bonds prior 'to,, during , and for six months after completion of such
acquisition and construction of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of. costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility
or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
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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 2001 A Bonds as to liens, pledge and source of and security for
payment: (i) Water Revenue Bond, Series 1993, dated June 23, 1993, issued in the original
aggregate principal amount of $818,000 (the "Series 1993 Bonds"); (ii) Water Revenue Bond,
Series 1995, dated September 26, 1995, issued in the original aggregate principal amount of
$500,000 (the "Series 1995 Bond"); (iii) Water Revenue Bond, Series 1997 A, dated October
15, 1997, issued in the original aggregateprincipal amount of $350,000 (the "Series 1997 A
Bond"); (iv) Water Revenue Bonds, Series 1999 A, dated June 21, 1999, issued in the
original aggregate principal amount of $360,000 (the "Series 1999 A Bonds"); (v) Water
Revenue Bonds, Series 1999 B, dated August 11, 1999, issued in the original aggregate
principal amount of 5870,000 (the "Series 1999 B Bonds"); and (vi) Water Revenue Bonds,
Series 1999 C, dated August 11, 1999, issued in the original aggregate principal amount of
$125,000, all held by the Purchaser (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 2001 A Bonds as to liens, pledge and/or source of and security
for payment.

There are also outstanding obligations of the Issuer which will not rank on a
parity with the Series 2001 ' A;Bonds as to liens, pledge and source of and security for
payment being the Waterworks System Design Notes, Series 2000 A, dated August 1, 2000,
issued in the original aggregate principal amount of $20,000 (the "Prior Notes").

The Issuer is not in default under the te.uus 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 2001 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of. the Letters of Conditions, dated
July 7, 1998, and all amendments thereto, if any (collectively, the "Letter of Conditions").

I. The Issuer has,,. .omplied with all requirements of law relating to the
authorization of the acquisition and cdilstruction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
Series 2001 A Bonds, or will have so complied prior to issuance of the Series 2001 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
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convenience and necessity and approval of the financing and necessary user rates and charges
from the Public Service Commission of West Virginia by final order, the time for rehearing
and appeal of which have expired or shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
.the acceptance of the Series 2001 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 2001 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/Treasurer.

"Bonds" means, collectively, the Series 2001 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 Stafford . Consultants, Incorporated, Princeton,
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.

"Depository Bank" means Ameribank, War, 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.

cci334011.1
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"FDIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year" means each 12-month period beginning on July 1 and ending on
the succeeding 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 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 McDowell County Public Service
District, a public service district and a public corporation and a political subdivision of the
State of West Virginia, in McDowell County, West Virginia, and includes the Governing
Body.

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated July 7, 1998, and all additional 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 2003. 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 Operating Expenses, as defined below.

. "Operating Expenses" means the current expenses, paid or accrued, of operation
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 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 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 re.tentiort 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 to the last monthly payment date prior to the date of such retention.
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"Prior Bonds" means, collectively, the Water Revenue Bond, Series 1993, the
Water Revenue Bond, Series 1995, the Water Revenue Bond, Series 1997 A, the Water
Revenue Bonds, Series 1999 A, the Water Revenue Bonds, Series 1999 B, and the Water
Revenue Bonds, Series 1999 C, of the Issuer described in Section 1.02G hereof.

"Prior Notes" means the Issuer's Waterworks System Design Notes, Series 2000
A, dated August 1, 2000, issued in the original aggregate principal amount of $20,000.

"Prior Resolutions " means, collectively, the resolutions of the Issuer, adopted
June 23, 1993, September 26, 1995, October 15, 1997, June 16, 1999, and August 11, 1999,
respectively, authorizing the Prior Bonds.

"Project" shall have the meaning stated in Section 1.02E 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 America.

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

(a) Government Obligations;

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

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

(d) Any bond;debenture, note, participation certificate
or other similar obligations issued by the Federal National
Mortgage Association to tthe.extent.such obligation is guaranteed
by the Government National Mortgage Association or issued by
any other federal agency and backed by the full faith and credit
of the United States of America;
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(e) ' Time accounts (including , accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or increased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are
members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or must be
replaced or increased so that the market value thereof is always
at least equal to. the principal amount of said repurchase
agreements, and :provided further that the holder of such
repurchase agreement shall have a prior perfected security interest
in the . collateral 'therefor, must have (or its agent must have)
possession of such collateral, and such collateral must be free of
all claims by third parties;

(h) The West Virginia "consolidated fund" managed by

the West. Virginia Board of Investment Management pursuant to
Chapter 12, Article 6 of the West Virginia Code of 1931, as
amended; and

(i) Obligations of States or political, subdivisions or
agencies thereof, the .:interest on which is excluded from gross
income for federal income tax . purposes, and which are rated at
least "A" by Ivloody's: Investors Service or Standard & Poor's
Corporation.
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"Registered Owner, ". "Bondholder," "Holder 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
income received by the Issuer, or accrued to the Issuer, or any department, board, agency
or instrumentality thereof in control of the management and operation of the System, from
the operation of the System, and all parts thereof, all as calculated in accordance with sound
accounting practices.

"Secretary/Treasurer" means the Secretary/Treasurer of the Governing Body.

"Series 2001 A Bonds" means the Water Revenue Bonds, Series 2001 A (United
States Department of Agriculture), authorized hereby to 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.

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

Words importing singular number shall include the plural number in each case
and vice versa; words ixinpoiting 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/Treasurer. shall mean that such Bonds, certificate or other
document may be executed or attested by an Acting Chairman or Acting Secretary/Treasurer.

C:_384011.1
a



0

i)

C)

C)

C)

ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $682,000, 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 proceeds of the Series 2001 A Bonds hereby authorized shall be
applied as provided in Article IV hereof.
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ARTICLE M

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 2001 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2001 A (United States Depau nient of agriculture)", are
hereby authorized to be issued in the principal amount of $ 145,000, for the purpose of
financing a portion of the cost of the acquisition and construction of the Project.

Section 3.02. Description of Bonds, The Series 2001 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 2001 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.5% per annum, and shall be sold for the par value
thereof.

The Series 2001 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as
provided in the respective Bond forms hereinafter set forth.

Section 3.03•. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 2001 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 2001 A Bonds, and the right to principal of and stated interest on the Series 2001 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 2001 A Bonds foi cancellation, accompanied by delivery of a written instrument of
transfer, duly executed in a form acceptable to the Bond Registrar,

Whenever the Series 2001 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 Issue; shall pay any other expenses
incurred by the Bond Registrar withorespect to such transfer,

No registration of transfer of the Series 2001 A Bonds shall be permitted to be
made after the 15th day next preceding any installment payment date on the Series 2001 A
Bonds.

cass4oll.1
ao



0

C)

0

0

0

7

1

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 2001 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2001 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 2001 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2001 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 number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
information as may be required by law. The Series 2001 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 2001 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, 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 2001 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/Treasurer, In case any one or more of the officers who
shall have signed or sealed the. Series 2001 A Bonds shall cease to be such officer of the
Issuer before the Series 2001 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 2001 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 ofsuch 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 2001 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may
in its discretion issue and delivery 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 2001 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2001 A Bonds shall have
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matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 2001 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 2001 A Bonds and the Prior Bonds, and to make the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 2001 A Bonds and the Prior Bonds as the same become due.

Section 3.03, . Form of Bond. Subject to the provisions hereof, the text
of the Series 2001 A 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 after the date of adoption hereof and prior to the
issuance thereof:

= 84011.1
12



0

0

0

0

0

0

(FORM OF BOND)

McDOWELL COUNTY'PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2001 A
(UNITED STATES DEPARTMENT OF.AGRICULTURE)

$145,000

No. AR-1

	

Date:

FOR VALUE RECEIVED, McDOWELL COUNTY 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	 DOLLARS ($^

), plus interest on the unpaid principal balance at the rate of 4,5% per annum. The
said principal and interest shall be paid in the following installments on the following dates:
Monthly installments of interest only, commencing 30 days following delivery of the Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $666, 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 t17e . 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 agreerrient'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 orate 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 accordirig.tp 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.
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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, exceptpayments 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 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 constitutibnal or statutory provision or limitation.

Registration of this Bgnd 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 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 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 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 21, 2001, 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 o f 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 Farmers Home Rural Development Act. 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 (I) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; (3)
WATER REVENUE BOND, SERIES 1997 A; (4) WATER REVENUE BONDS, SERIES
1999 A; (5) WATER REVENUE BONDS, SERIES 1999 B; AND (6) WATER REVENUE
BONDS, SERIES 1999 C, ALL AS DESCRIBED IN THE RESOLUTION.

IN WITNESS WHEREOF, McDOWELL COUNTY 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/Treasurer, all as of the date
hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

Chairma, ;;;Public Service Board

HC 31 Ba '436J
.Welch, West Virginia 24801

A'1I EST:

Secretary/Treasurer
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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.

In the presence of:

Dated:
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ARTICLE IV

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

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

Revenue Fund (established by the Prior Resolutions and continued
hereby);

Depreciation Reserve (established by the Prior Resolutions and continued
hereby);

Project Construction Account.

Section 4.02.

	

Establishment o f	Funds and Account with Commission. The
following special funds or accounts are hereby created with (or continued . if previously
established by the Prior Resolutions) and shall be held by the Commission separate and apart
front all other funds or accounts of the Commission and the Issuer and from each other:

(1)

	

Series •1993. Bonds .Reserve Account (established by the Prior
Resolutions and continued hereby);

(2)

	

Series 1995 Bonds Reserve Account (established by the Prior Resolutions
and continued hereby);

Series 1997 A Bonds Reserve Account (established by the Prior
Resolutions and continued hereby);

(4) Series 1999 A Bonds Reserve Account (established by the Prior
Resolutions and continued hereby);

(5) Series 1999 B ..Bonds Reserve Account (established by the Prior
Resolutions and,continued hereby);

(6) Series 1999 C Bonds :Reserve Account (established by the Prior
Resolutions and continued hereby); and

(7) . Series 2001.A Bonds Reserve Account.
Collectively, the reserve accounts for the Prior Bonds shall be referred to as the "Prior Bonds
Reserve Accounts."

(1)

(2)

(3)

(3)
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Section 4.03.

	

Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 2001 A Bonds shall be deposited upon receipt by the Issuer

the Project Construction Account. The moneys in the Project Construction Account iri '
excess of the amount insured by f'i.)IC 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. Moneys in the Project Construction Account shall be expended by
the Issuer solely for the purposes provided herein.

Moneys in the Project1Construction Account shall be used solely to pay the cost
of acquisition and construction of the Project upon vouchers and other documentation .
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 2001 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
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Investments.

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

Section 4.04::	Covenants of	the Issuer as to System, Revenues and Funds.
So long as any of the Series 2001 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2001 A Bonds Reserve Account a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2001 A Bonds and the Prior Bonds remaining unpaid, together with interest accrued
and to accrue thereon, the Issuer further covenants with the Holders of the Series 2001 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 lees received, shall be deposited as collected by the
Issuer in the Revenue,Fun± The Revenue Fund shall constitute
a trust fund for the purposes provided in the Resolutions and shall
be kept separate and distinct &drri all other fluids of the Issuer and
the Depository Bank and used only for the purposes and in the
manner provided in the Resolutions.
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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:

(I) ' The Issuer shall first, each month, pay
from the Revenue Fund the Operating Expenses of
the System.

(2) The Issuer shall next, each month, on
or before the due date of payment of each
installment on the Prior Bonds and the
Series 2001 A Bonds, transfer from the Revenue
Fund and remit to the National. Finance Office, the
amounts required to" pay the interest on the Prior
Bonds and the Series 2001 A Bonds and to amortize
the principal of the Prior Bonds and the
Series 2001 A Bonds over the respective lives of
each Bond issue. All payments with respect to
principal of and interest on the Prior Bonds and the
Series 2001 A Bonds shall be made on an equal pro
rata basis in accordance with the respective
aggregate principal amounts thereof outstanding and
on a parity with each other.

' (3) The Issuer shall next, on the first day
of each month,, transfer from the Revenue Fund and
simiultaneously remit to the Commission (i) for
deposit into the respective Prior Bonds Reserve
"Accounts, 'the amounts required by the Prior
Resolutions; and (ii) for 'deposit into the
Series 2001 A Bonds Reserve Account, 0.4167% of
the Minimum Reserve, until the amount in the
Series 2001 A Bonds Reserve Account equals the
Minimum Reserve. Moneys in the Series 2001 A
Bonds Reserve Account shall be used solely to make
up any deficiency for monthly payments of the
principal of ai.d+interest on the Series 2001 A Bonds
to the National :Finance Office as the same shall
become due or 'dz...prepayment of installments on
the Series 2001 A Bonds, or foi mandatory
prepayment of the Series 2001 A Bonds as
hereinafter .provided, and for no other purpose;
provided, however, that when the Minimum
Reserve has been accumulated in the Series 2001 A
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Bonds Reserve Account, all earnings of .investments
of moneys therein shall at least annually be
transferred to and deposited in the Revenue Fund.

(4) 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
Depreciation Reserve, (i) the amount required by
the Prior Resolutions; and (ii) 0.4167% of the
Minimum Reserve, until the amount in the
Series 2001 A Bonds Reserve Account equals the
Minimum Reserve, and thereafter, 0.8334% of the
Minimum Reserve, so long as the Series 2001 A
Bonds are outstanding; provided, however, that in
the event Revenues are insufficient to fund the
Series 2001 A Bonds Reserve Account in
accordance with Section 4.03B(3)(li) above, or a
withdrawal of funds from the Series 2001 A Bonds
Reserve Account is made, payment of Revenues
into the Depreciation Reserve as provided in this
Section 4.03B(4)(ii) shall not be made, but instead
Revenues shall be applied to the replenishment of
the Series 2001 A Bonds Reserve Account until
such deficiency is cured, at which time payments
into the Depreciation Reserve as provided in this
Section •4:03B(4)(ii) shall resume. Moneys in the
Depreciation Reserve shall be used first to make up
any deficiencies for monthly payments of interest on
and principal of the Prior Bonds and the
Series 2001 A Bonds as the same become due, and
next to restore to the Prior Bonds Reserve Accounts
and the Series 2001 A Bonds Reserve Account any
sum or sums transferred therefrom, all on a pro rata
basis. Thereafter, and provided that payments are
current and in accordance with the foregoing
provisions, moneys in the Depreciation Reserve
may be withdrawn by the Issuer and used for
.replacements, repairs; improvements or extensions
to the System	 :::

C:3H44??.I
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(5) After all the foregoing provisions for
use of moneys in the Revenue Fund have been fully
complied with, moneys remaining therein and not
permitted to be retained therein, if any ("Surplus
Revenues"), may be used to prepay installments of
the Bonds, pro rata, or for any lawful purpose.

Whenever the money in the Reserve Fund shall be sufficient to prepay the
Series 2001 A Bonds in full, it shall be the mandatory duty of the Issuer, anything to the
contrary herein notwithstanding,. to prepay the Series 2001 A Bonds at the earliest practical
date and in accordance withappliCabie provisions hereof.

The Commission is hereby designated as the Fiscal Agent for the administration
of the Series 2001 A Bonds Reserve Account as herein provided, and all amounts required
for the Series 2001 A Bonds Reserve Accounts will be deposited therein by the Issuer upon
transfers of funds from the Revenue Fund at the times provided herein. If required by the
Purchaser at anytime, the Issuer shall make the necessary arrangements whereby required
payments into said account shall be automatically debited from the Revenue Fund and
electronically transferred to the Commission on the dates required hereunder.

The Issuer shall, on the first day of each month (if the first day is not a business
day, then the first business day of each month), deposit with the Commission the required .
reserve account payments with respect to the Bonds and all such payments shall be remitted
to the Commission with appropriate instructions as to the custody, use and application thereof
consistent with the provisions of this Bond Legislation.

The Depository Bank is hereby designated as the Fiscal Agent for the
administration of the Depreciation Reserve as herein provided, and all amounts required for
the Depreciation Reserve 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 Revenue Fund, the Series 2001 A Bonds Reserve Account and the
Depreciation Reserve shall constitute trust funds and shall be used only for the purposes and
in the order provided herein, and until so used, the Purchaser shall have a lien thereon for
further securing payment of the Series 2001 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 'dficiency 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. .

cassaoii.1
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' 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 2001 A Bonds
and the Prior Bonds, in accordance with the respective principal amounts then Outstanding:

Subject to the Prior Resolutions, the Commission and the Depository Bank, at
the direction of the Issuer, shall keep the moneys in the Series 2001 A Bonds Reserve
Account and the Depreciation Reserve 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 . 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" manned by the West Virginia Board of Investment Management.
Any investment shall be held in and at all times deemed a part of the fund or account in
which such moneys were originally held, and 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 moneys in the Series 2Q01 A Bonds Reserve Account, so long as the Minimum
Reserve is on deposit and maintained therein, shall be returned not less than once each year,
by the Commission to the Issuer, to be deposited in the Revenue Fund.

C. CHANGE OF DEPOSITORY BANK. The Issuer
may designate another bank or trust company insured by ksUIC 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 2001 A Bonds, provide evidence that there
will 'be at least 133 bona fide users upon the Project on
completion, in full compliance with the requirements and _
conditions of the Purchaser.

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

c_ae4ois.r
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F. INVESTMENT OF EXCESS BALANCES. The
moneys in excess of the sum insured by FDIC in any of such
funds or accounts shall at all times be secured, to the full extent
thereof in excess of such insured sum, by Qualified Investments
as shall be eligible as security for deposits of state and municipal
funds under the laws of the State of West Virginia.

G. REiblll IANCES. All remittances made by the
Issuer to the Commission or the Depository Bank shall clearly
identify the fund or account into which each amount is to be
deposited_

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

I. RESERVE FUNDS_ Pursuant to the Supplemental
Resolution adopted as of the date hereof, the Issuer agrees that on
the date set forth in the Supplemental Resolution, moneys in the
Prior Bonds Reserve Accounts shall be transferred from the
Depository Bank to the Commission. Once the funds have . been
transferred to the Commission, the Issuer shall continue to make
payments to the respective Prior Bonds Reserve Accounts in
accordance with the Prior Resolutions and as stated herein, except
that such payments shall be made to the Commission rather than

to the Depository .Bank.

Section 4.05; Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 2001 A Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $145,000 (the "Notes"). The Notes shall be in the
form of a line of credit from a commercial bank or other lender, and the Issuer is hereby
authorized. to enter into the credit agreement with such commercial bank or other lender. The
Notes shall bear interest from the date or dates, at such rate or rates, payable on such dates
and shall mature on such date or dates and be subject to such prepayment or redemption, all
as provided in the credit agreement.

The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the;.Series 2001 A Bonds or the Grants. The Notes do not
and shall not constitute an indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions. The general funds'of the Issuer are not liable, and neither the full
faith and credit nor the taxing power of the issuer, if any, is pledged for the payment of the

364011.1
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Notes. Tae Holders of the Notes shall never have the right to compel the forfeiture of any
property of the Issuer. The Notes shall not be a.debt of the Issuer, nor a legal or equitable ..
pledge, charge, lien or encumbrance upon any property of the Issuer or upon any of its
income, receipts or revenues except as set forth herein.
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01.

	

General Statement. So long as the Series 2001.A Bonds
shall be outstanding and unpaid, or until these shall have been set apart in the Series 2001 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 2001 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 2001 A Bonds.

Section 5.02. . Rates. 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 2007. 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. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 2001 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.

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 2001 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: frpm the contractor, and immediately upon
any portion of the System now in use, on all above-ground
structures of the System and mechanical and electrical equipment
in. place or stored on • the site in an amount equal to the full
insurable value thereof. In the event of any damage to or
destruction of any portion of the System, the Issuer will promptly
arrange for the application of the insurance proceeds for the
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repair or reconstruction of such damaged or destroyed portion.
The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance to
protect the interests of the Issuer during construction of the
Project in the full insurable value thereof.

(b) Public Liability Insurance ; with limits of not less
than $500,000 for one or more persons injured or killed in. one
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect . the Issuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Series 2001 A Bonds.

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

procured prior _to , acquisition or commencement of operation of
any such vehicle for the Issuer.

(d) Workers' , Compensation Coverage for All
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 3$-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.
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(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 an amount at least equal to the total '
funds in the custody of any such person at any one time, and
initially in the amount of $50,000 upon the treasurer, provided,
however,. , that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of a representative of the Purchaser.

(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 2001 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 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 2001 A Bonds, a statutory mortgage lien upon the System 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 2001 A93onds. .

Section 5.07.

	

Events of Default. Each of the following events is hereby
declared an "Event of Default":

(a) Failure to make payment of any monthly
amortization installment upon the Series 2001 A Bonds at the date
specified for payment thereof; and

(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 200:1 A Bonds or herein, or
violation of or failure to observe any provision of any pertinent
law.

Section 5.08. Ehforcerrient.- 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
rn nrotect and enforce such rights.
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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.

Section 5.09. Fiscal Year; Budget. While the Series 2001 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 dommencing 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
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year preceding by more than
10% ; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant•to' adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
Expenses shall be mailed. immediately to the Purchaser.

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 Com plete. The Issuer hereby
covenants to proceed as promptly is'tpossible with the acquisition and construction of the
Project to completion thereof in accdrdance with the plans and specifications prepared by the
Consulting Engineer on file with the Secretary/Treasurer on the date of adoption hereof,
subject to permitted changes.

CH324011,1
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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 2001 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.

C:4384011.1
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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 to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on July 26, 1999, Case No. 97-0023-
PWD-CN, which Final Order is incorporated herein by reference as a part hereof.

E.

	

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

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

D. The Issuer will not render or cause to be rendered any free services of
any nature by the System nor any of the facilities; and in the event that the Issuer or any
department, agency, officer or employee thereof should avail itself or themselves of the

. services or facilities of the System, the same fees, rates and charges applicable to other
customers receiving like services under similar circumstances shall be charged, such charges
shall be paid as they accrue,.:and revenues so received shall be deposited and 'accoulited for
in the same manner as other Revenues of the System.

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

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

CH384011.1
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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 2001 A Bonds, the principal of and interest due
or to become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 2001 A Bonds, the pledge of Net Revenues and
other moneys and securities pledged under this Bond Legislation and all covenants;
agreements and other obligations of the Issuer to the Registered Owner of the Series 2001 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

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

Section 7.03. Delivery ofBonds. The Chairman, Secretary/Treasurer of
the Governing Body are hereby authorized and directed to cause the Series 2001 A 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 expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or. provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 2001 A Bonds.

Section7.05. , ConfiictingProvisions 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 ResbIutio.n (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
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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 tithe, fouz 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/Treasurer 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.

CH384011.1
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Adopted

0

this 21st day of February, 2001.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT
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CER a- IC ATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of IvIcDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 21st day of February,
2001.

Dated: February 23, 2001.

[SEAL.]0
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bond, Series 1993
(United States Department of Agriculture)

Water Revenue Bond, Series 1995
(United States Department of Agriculture)

C

	

and

Water Revenue Bond, Series 1997 A
. (United States Department of Agriculture)

and

Water Revenue'Bonds, Series 1999 A.
(United States Department of Agriculture)

and

Water Revenue Bonds, Series 1999.B
(United States Department of Agriculture)

and

Water Revenue Bonds, Series 1999 C
(United States Department of Agriculture)

	

.

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING FOR
TRANSFER OF RESERVE ACCOUNTS FOR SERIES 1993
BOND, SERIES 1995 BOND, SERIES 1997. BONDS, SERIES
1999 A BONDS, SERIES 1999 B BONDS AND SERIES 1999 C
BONDS AND AMENDMENT OF PRIOR RESOLUTIONS TO
EFFECT SUCH TRA: tSFER.
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WHEREAS, the McDowell County Public Service District (the "Issuer") has
. previously issued its: (i) Water Revenue Bond, Series 1993, dated June 23, 1993, issued in

the original aggregate principal amount of $818,000 (the "Series 1993 Bonds"); (ii) Water
Revenue Bond, Series 1995 dated September 26, 1995, issued in the original aggregate

' principal amount of $500,000 (the "Series 1995 Bond"); (iii) Water Revenue Bond, Series
1997 A, dated October 15, 1997, issued in the original aggregate principal amount of
$350,000 (the "Series 1997 A Bond"); (iv) Water Revenue Bonds, Series .1999 A, dated
June 21, 1999, issued in the original aggregate principal amount of $360,000 (the "Series
1999 A Bonds"); (v) Water Revenue Bonds, Series 1999 B, dated August 11, 1999, issued
in the original aggregate principal amount of $870,000 (the "Series 1999 B Bonds"); and (vi)

. Water Revenue Bonds, Series 1999 C, dated August 11, 1999, issued in the original
aggregate principal amount of $125,000, (collectively, the "Prior Bonds"), and held by the
United States Department of Agriculture (the " Purchaser ");

WHEREAS, the Series 1993 Bond, the Series 1995 Bond, the Series 1997 A •
Bond, the Series 1999 A Bonds, the Series 1999 B Bonds and the Series 1999 C Bonds are
secured by reserve accounts pledged for the payment of principal of and interest on the Series •
1993 Bond, the Series 1995 Bond, the Series 1997 A Bond, the Series 1999 A Bonds, the
Series 1999 B Bonds and the Series 1999 C Bonds (hereinafter collectively referred to as the
"Prior Bonds Reserve Accounts"), which accounts are, pursuant to the resolutions of the
Issuer adopted on June 23, 1993, September 26, 1995, October 15, 1997, June 16, 1999, and
August 11, 1999, respectively, authorizing the Prior Bonds (the "Prior Resolutions"), held
by the Depository Bank; ..

	

.

WHEREAS, the"Purchaser has requested that the Issuer transfer the monies in
.the Prior Bonds Reserve Accounts from the Depository Bank to the West Virginia Municipal
Bond Commission (the "Commission");

- WHEREAS, the Prior Resolutions each provide that they may be amended by
supplemental resolution with the prior written consent of the Purchaser and such consent has
been received by the Issuer; and

WHEREAS, the GeVexning Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution") be adopted,

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
ivICDOWELL COUNTY PUBLIC SERVICE DISTRICT:

	n-n-, 1
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Section 1. The Prior Resolutions are amended, as necessary, to reflect the
following:

A.

	

The Prior Bonds Reserve Accounts are held by the Commission.

B.. The Commission is designated as the Fiscal Agent for the administration
of the Prior Bonds Reserve Accounts as herein provided, and all amounts required for the
Series 1993 Bond Reserve Account, the Series , 1995 Bond Reserve Account, the Series 1997
A Bond Reserve Account, the Series 1999 A Bonds Reserve Account, the Series 1999 B
°Bonds Reserve Account and the Series 1999 C 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
arrangements whereby required payments into said account shall be automatically debited
from the Revenue Fund and electronically transferred to the Commission on the dates
required hereunder.

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 reserve account payments with respect to the Series 1993 Bond, the Series 1995

' Bond, the Series 1997 A Bond, the Series 1999 A Bonds, the Series 1999 B Bonds and the
Series -1999 C Bonds and all such payments shall be remitted to the Commission with
appropriate instructions as. to the custody, use and application thereof consistent with the
provisions of this Bond Legislation.

D. Moneys • in; the. Prior Bonds Reserve Accounts shall be invested by the
West Virginia Municipal Bond Commission in .the West Virginia Consolidated Fund.

E. Earnings from moneys in Prior Bonds Reserve Accounts, so long as the
Minimum Reserve is on deposit in each such account and maintained therein, shall be
returned not less than once each year, by the Commission to the Issuer, to be deposited in the
Revenue Fund.

F. The Issuer shall remit from the Revenue Fund to the Commission such
additional sums as shall be necessary to pay the charges and fees of the Commission then due.

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

Section 2. The Prior .Bonds Reserve Accounts shall be transferred to the
Commission, and the aforementioned amendments relating to the Prior Bonds Reserve
Accounts shall become effective, on February 23, 2001.

	

'
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Section 3. This Supplemental Resolution shall be effective immediately
following adoption hereof.

Adopted this 21st day of February, 2001. -

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT '
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Public
Service Board of McDowell County Public Service District on this 21st day of February,
2001.

Dated; February 23, 2001.

[SEAL]C
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Water Revenue Bonds, Series 1999•A
(United States Depai Latent of Agriculture)
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McDOWELL COUNTY PUBLIC SERVICE-DISTRICT

RESOLUTION AUTHORIZING THE ACQUISI. 1;1ON AND
CONSTRUC:IiON ' OF CERTAIN PUBLIC . SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IIvIPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF McDOWELL COUNTY
PUBLIC SERVICE DISTRICT, AND THE FINANCING OF
THE COST, NOT OTHERWISE PROVIDED THEREOF,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $360,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1999 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 McDOWELL COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE I

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 Virginia Code . of 1931, as
amended (the "Act"), and other applicable provisions of law. McDowell County Public
Service District (the "Issuer") is a public corporation and public service district and political
subdivision of the State of West . irginia iri'lrficbowell County of said State, duly created
pursuant to the Act by The County;; otnmission of McDowell County.

.Section 1.02.

	

Findings and Determinations.

	

It is hereby found,
determined and declared as follows:

A.

	

The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, construct, operate and maintain certain additional public
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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.

B. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of a water treatment
and distribution facility (waterline extension project) and all necessary appurtenant facilities
in the communities of Atwell and Raysal, McDowell County, West Virginia (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/Treasurer of the Public
Service Board (the "Governing Body") of the Issuer. The Issuer will purchase water from
the City of Welch pursuant to a water purchase contract between the Issuer and said City.
The existing waterworks facilities of the Issuer, together with the Project and any further
additions, improvements or extensions thereto, are .herein called the "System." The
acquisition and construction of the Project and the financing hereby authorized and provided
for are public purposes of the Issuer and are ordered for the purpose of meeting and serving
public convenience and necessity.

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 maximum cost of the acquisition and construction of the
Project is $1,253,000, of which $360,000 will be obtained from the proceeds of sale of the
Series 1999 A Bonds herein authorized, $340,000 will be obtained from a grant from the
Purchaser, $53,000 will be obtained from a subsequent grant from the Purchaser, and
$500,000 will be obtained from a grant from the United States Economic Development
Administration.

E. It is necessary' for the Issuer to issue its Water Revenue Bonds,
Series 1999 A (United States Department of Agriculture), in the aggregate principal amount
of $360,000 (the "Series 1999 A Bonds"), to finance a portion of the cost of such acquisition
and construction in the manner, hereinafterpro ded. The cost of such acquisition and
construction shall be deemed to ';include, , without being limited to, the acquisition and
construction of the Project; the`cost,of all 'property rights, easements and franchises deemed
necessary or convenient therefor arid ' for.'the improvements and extensions thereto; interest
on the Series 1999 A Bonds prior to, during and for six months after completion of_such
acquisition and construction of the improvements and 'extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility
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or pratrticability 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 1999 A Bonds as to liens, pledge and source of and security for
payment: (i) Water Revenue Bond, Series 1993, dated June 23, 1993, issued in the original
aggregate principal amount of$818,000 (the "Series 1993 Bonds"); (ii) Water Revenue Bond,
Series 1995, dated September 26, 1995, issued in the original aggregate principal amount of
$500,000 (the "Series 1995 Bond"); and (iii) Water Revenue Bond, Series 1997 A, dated
October 15, 1997, issued in the original aggregate principal amount of $350,000 (the "Series
1997 A Bond"), all held by the Purchaser (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 1999 A 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 PriorBonds 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 1999 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated
July 7, 1998, and all amendments thereto, if any (collectively, the "Letter of Conditions").

I. 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 1999 A Bonds, or will have so complied prior to issuance of the Series 1999 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
convenience and necessity and approval of the.f nc-ing and necessary user rates and charges
from the Public Service Comsnissiori.bf West Virginia by final order, the time for rehearing
and appeal of which have expired or. shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 1999 A Bonds by those who shall be the Registered Owner of
the same from the 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
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.covedants 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 1.999 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/Treasurer.

"Bonds" means, collectively, the Series 1999 A Bonds and the Prior Bonds.

"Chairman" means the Chairman of the Governing Body.

"Consulting Engineer" means Stafford Consultants, Incorporated, Princeton,
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. '

"Depository Bank" means Ameribank, War, 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 each 12-mont eriod beginning on July 1 and ending on
the succeeding 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 on which are guaranteed by; the United States of America.

"Grants" means, collectively, all grants committed for the Project.
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"Herein" or "herein" means in this Bond Legislation.

"Issuer," "Borrower" or "District" means McDowell County Public Service
District, a public service district and a public corporation and a political subdivision of the
State of West Virginia, in McDowell County, West Virginia, and includes the Governing
Body.

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated July 7, 1998, Amendment No. 1 to the Letter of Conditions dated April 6,
1999, and all additional amendments thereto, if any.

"Minimum Reserve" means, as of any date of calculation, the maximum amount
of principal and interest which'wiIl become due on the Series 1999 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 Operating Expenses, as defined below.

"Operating Expenses" means the current expenses, paid or accrued, of operation
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 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 d regularly included under recognized accounting principles
and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses stated
above for the current year as`working capital, and language herein requiring payment of
Operating Expenses means also retention of not to exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bonds and into all funds and
accounts have been made to the last monthly payment date prior to the date of such retention.

"Prior Bonds" means, collectively, the Water Revenue Bond,•Series 1993, the
Water Revenue Bond, Series 1995, and the Water Revenue Bond, Series 1997 A, of the
Issuer described in Section 1.02G hereof.

"Prior Resolutions" means, collcctIv"Ely,•the•resolutions of the Issuer, adopted
June 23, 1993, September 26, 199;;, and October 15, 1997, respectively, authorizing 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 America.

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

(a) Government Obligations;

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

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

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

(e) Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by ..a pledge of Government
Obligations, provided, that said' Thment Obligations pledged
either must mature as:.nearly .as. practicable coincident with the
maturity of said dme accounts or must be replaced or-increased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;
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(f) Money market funds or similar funds whose only
assets are investments of the type described in paragraphs (a)
through (e) above;

(g) Repurchase agreements, fully 'secured by
investrnents of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are

- members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York, .
provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or must be
replaced or increased so that the market value thereof is always
at least equal to the principal amount of said repurchase
agreements, and provided further that the holder of such
repurchase agreement shall have a prior perfected security interest
in the collateral therefor, must have (or its agent must have)
possession of such collateral, and such collateral must be free of
all claims by third parties;

(h) The West Virginia "consolidated fund" managed by
the West Virginia Board of Investment Management pursuant to
Chapter 12, Article 6 of the West Virginia Code of 1931,. as
amended; and

(i) , Obligations of States or politidal 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 Owner," "Bondholder," "Holder 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.Reveriues" means all rates, rents, fees, charges or other
income received by the Issuer, or aicrited to the Issuer, or any deparlntent, board, agency
or instrumentality thereof in control of the management and operation of the System,-from
the operation of the System, and all parts thereof, all as calculated in accordance with sound
accounting practices.
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"Secretary/Treasurer" means the Secretary/Treasurer of the Governing Body.

"Series 1999 A Bonds" means the Water Revenue Bonds, Series 1999 A (United
States Department of Agriculture), authorized hereby to 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.

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

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

0
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ARTICLE U

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF TEE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $1,253,000, 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 proceeds of the Series 1999 A Bonds hereby authorized shall be
applied as provided in Article IV hereof.
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ARTICLErr

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 1999 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 1999 A (United States Department of Agriculture)", are
hereby authorized to be issued in the principal amount of $360,000, for the purpose of
financing a portion of the cost of the acquisition and construction of the Project.

Section 3.02. Description of Bonds. The Series 1999 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 1999 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.5 % per annum, and shall be sold for the par value
thereof.

The Series 1999 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as
provided in the respective Bond forms hereinafter.set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 1999 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 1999 A Bonds, and.the right to principal of and stated interest on the Series 1999 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.04 . hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 1999 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 1999 A Bonds shall be surrendered for registration of
transfer, the ' Issuer shall execute and deliver a new Bond or Bonds in authorized
denorninadons, for a like aggregate principal p t.' 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 's'uch transfer, but the Issuer shall pay any other expenses
incurred by the Bond Registrar with ' i,espect to such transfer.

No registration of transfer of the Series 1999 A Bonds shall be permitted' to be
made after the 15th day next preceding any installment payment date on the Series 1999 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 1999 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may . ,prescribe, register the
Series 1999 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 1999 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 1999 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 number and date of each
trust and the name of the trustee of each trust andlor such other identifying number and
information as may be required by law. The Series 1999 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 1999 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, 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 1999 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/Treasurer. In case any one or more of the officers who
shall have signed or sealed .the Series 1999 A Bonds shall cease to be such officer of the
Issuer before the Series 1999 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 .1999 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 1999 A Bonds shall become mutilated *orbe destroyed,:stolen or lost, the Issuer may
in its discretion issue and deliver anew 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 •1999 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 1999 A Bonds shall have
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matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond Be destroyed, stolen or lost, without surrender thereof.

Section 3.07_ Bonds Secured by Pledge of Net, Revenues. The payment
of the debt service of the Series 1999 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 1999 A Bonds and the Prior Bonds, and to make the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 1999 A Bonds and the Prior Bonds as the same become due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the Series 1999 A 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 after . the date of adoption hereof and prior to the
issuance thereof:
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 1999 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$360,000

No, AR-1

	

Date:	

FOR VALUE RECEIVED, McDOWELL COUNTY 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 THREE HUNDRED SIXTY THOUSAND DOLLARS
($360,000), plus interest on the unpaid principal balance at the rate of 4.5 % per annum. The
said principal and interest shall be paid in the following installments on the following dates:
-Monthly installments of interest only, commencing 30 days following delivery of the Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $1,653, covering principal and interest, thereafter on said corresponding day of :
each month, except that the finial 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 maybe 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 effeeti 'late 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 Borro vier... 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.

, 1,rcro I
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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, shall be the date of the
United States Treasury check by which the Government remits the payment to the holder.
The effective date of any prepayment retained and remitted by the Government to the holder
on an annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the
effective date of any such prepayment and the date of the Treasury check to the holder. .

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

-Government without demand. Borrower agrees to use the loan evidenced hereby solely for
purposes authorized by the Government.

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere
to finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its conztnunity 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 coinst'fl'tCtional or statutory provision or limitation.

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

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

This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted June 16, 1999, 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 Farmers Home Rural Development Act. 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, PLFI)GE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER'S (1) WATER
REVENUE BOND, SERIES .1993; (2) WATER REVENUE BOND, SERIES 1995; AND
(3) WATER REVENUE ' BOND, SERIES 1997 A, ALL AS DESCRIBED IN THE
RESOLUTION.
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IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be executed by its Chairman and its corporate seal to be
hereuTitoaffixed or imprinted hereon and attested by its Secretary/Treasurer, all as of the date
hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

BC 31 Box 4363
Welch, West Virginia 24801

ATTEST:

Secretary/Treasurer, Public Service Board



C)

	

RECORD OF ADVANCES

C.)

	

AMOUNT	 DATE

	

AMOUNT	 DATE

21

4

	

S

	

22 $

TOTAL
'':'

9

0

C

LJ

L



C)

0

C

ASSIGNMENT

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

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:	

In the presence of:



ARTICLE IV

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

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

(1)

	

Revenue Fund (established by the Prior Resolutions and continued
hereby);

(2)

	

Series 1993, 1995 and 1997 A Bonds Reserve Fund (established by the
Prior Resolutions as the "Reserve Fund," and continued hereby);

(3)

	

Depreciation Reserve (established by the Prior Resolutions and continued
hereby);

(4) Series 1999 A Bonds Reserve Account;

(5) Project Construction Account.

Section 4.02. . Bond Proceeds; Protect Construction Account. The
proceeds of the sale of the:Series 1999 A Bonds shall be deposited upon receipt by the Issuer
in the Project Construction Account. The moneys in the Project Construction Account in
excess of the atnotifit 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. Moneys in the Project Construction Account shall be expended by
the Issuer solely for the purposes provided herein.

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

. Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as sliall'be from-time to time required to make the monthly
installments on the Series 1999 A Bonds if there are not sufficient Net Revenues to make such
monthly payment.
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. Pending application as provided in this Section 4.02, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Investments.

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

Section 4.03,. Covenants, of the Issuer, as to System Revenues and Funds.
So long as any of the Series 1999 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 1999 A Bonds Reserve Account a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 1999 A Bonds remaining unpaid, together with interest accrued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 1999 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.

(2) The Issuer shall next, each.month, on
or before the due date (3E```payment of each
installment the Prior Bonds and the
Series 1999 A :Bonds, transfer from the Revenue
Fund and remit to'the• National Finance Office, the
amounts required ,to pay . the interest on the Prior
Bonds and the Series 1999 A Bonds and to amortize
the principal of the Prior Bonds and the
Series 1999 A Bonds over the respective lives of
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each Bond issue. All payments with respect to
principal of and interest on the Prior Bonds and the
Series 1999 A Bonds shall be made on an equal pro
rata basis in accordance with the respective
aggregate principal amounts thereof outstanding and
on a parity with each other.

(3) The Issuer shall next, on the first day
of each month, transfer from the Revenue Fund and
remit to the Depository Bank (i) for deposit into the
Series 1993, 1995 and 1997 A Bonds Reserve
Account, the amount required by the Prior
Resolutions; and (ii) for deposit into the
Series 1999 A Bonds Reserve Account, 0.4167 %a of
the Minimum Reserve, until the amount in the
Series 1999 A Bonds Reserve Account equals the
Minimum Reserve. Moneys in the Series 1999 A
Bonds Reserve Account shall be used solely to make
up any deficiency for monthly payments of the
principal of and interest on the Series 1999 A Bonds
to the National Finance Office as the same shall
become due or for prepayment of installments on
the Series 1999 A Bonds, or for mandatory
prepayment of ' the . Series 1999 A Bonds as
hereinafter provided, and for no other purpose;
provided, however, that when the Minimum
Reserve has been accumulated in the Series 1999 A
Bonds Reserve Account, all earnings of investments
of moneys therein shall at least annually be
transferred to and deposited in the Revenue Fund.

(4) 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
Depreciation Reserve, (i) the ,: amount required by
the Prior Resolutions; -iEr ii) 0.4167% of the
Minimum Reserve, until the amount in the
Series 1999 A;Bvnds Reserve Account equals the
Minimum Reserve;:and thereafter, 0.8334% of the
Minimum Reserve, so long as the Series 1999 A
Bonds are outstanding; provided;•however, that in
the event Revenues are insufficient to fund the
Series 1999 A Bonds Reserve Account in
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accordance with Section 4.03B(3)(ii) above, or a
withdrawal of funds from the Series 1999 A Bodds
Reserve Account is made, payment of Revenues
into the Depreciation Reserve as provided in this
Section 4.03B(4)(ii) shall not be made, but instead
Revenues shall be applied to the replenishment of
the Series 1999 A Bonds Reserve Account until ,
such deficiency is cured, at which time payments
into the Depreciation Reserve as provided in this
Section 4.03B(4)(ii) shall resume. Moneys in the
Depreciation Reserve shall be used first to make up
any deficiencies for monthly payments of interest on
and principal of the Prior Bonds and the
Series 1999 A Bonds as the same become due, and
next to restore to the Series 1993, 1995 and 1997 A
Bonds Reserve Account and the Series 1999 A
Bonds Reserve Account any sum or sums
transferred therefrom, all on a pro rata basis.
Thereafter, and provided that payments are current
and in accordance with the foregoing provisions,
moneys in the Depreciation Reserve may be
withdrawn by the Issuer and used for replacements,
repairs, improvements or extensions to the System.

',.(5)

	

After all the foregoing provisions for
use of moneys in the Revenue Fund have been fully

- ' complied with, moneys remaining therein and not
permitted to be retained therein, if any ("Surplus
Revenues"), may be used to prepay installments of
the Bonds, pro rata, or for any lawful purpose.

Whenever the money in the Reserve Fund shall be
sufficient to prepay the Series 1999 A Bonds in full, it shall be the
mandatory duty of the Issuer, an ing tq the contrary herein
notwithstanding, to prepay the eries 1999 A Bonds at the earliest
practical date and E_: accordance with applicable provisions
hereof.

The Depository Bank is hereby designated as the Fiscal
Agent for the administration of the Reserve Fund and the
Depreciation Reserve as herein provided, and all amounts
required for the Reserve Fund and the Depreciation Reserve will
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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 Revenue Fund, the Reserve Fund and the Depreciation
Reserve shall constitute trust funds and shall be used only for the
purposes and in the order provided herein, and until so used, the
Purchaser shall have a lien thereon for further securing payment
of the Series 1999 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 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 1999 A Bonds and the Prior Bonds, in
accordance with the respective principal amounts then
Outstanding.

Subject , to , the Prior'Resolutions, the Depository Bank, at
the direction of the Issuer, shall keep the moneys in the Reserve
Fund and the Depreciation Reserve 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 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 Wesf`Pirginia Board of Investment
Management. Any irivestrnent. shall be held in and at all times
deemed' a part of the fund or' account in which such moneys 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 moneys in the
Reserve Fund,so long as the Minimum Reserve is on deposit and
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maintained therein, shall be paid annually into the Revenue Fund
by the Depository Bank.

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

D. USER CONTRACTS. The Issuer shall, prior to
delivery of the Series 1999 A Bonds, provide evidence that there
will be at least 157 bona fide users upon the Project on
completion, in full compliance with the requirements and
conditions of the Purchaser.

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

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

G, REIV ITTANCES. All remittances made by the
Issuer to the Depository Bank 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 b.e;used for p s s of the System.

Section 4.04. Interim"Consileaction Financing. In order to pay certain
costs of the Project pending receiprof'proceeds of the Grants and advances of principal of
the Series 1999 A Bonds, the Issuer may issue and sell its interim construction notes . in an
aggregate principal amount not to exceed 5360,000 (the "Notes"). The Notes shall be in the
form of a line of credit from a commercial bank or other lender, and the Issuer is hereby
authorized to enter into the credit agreement with such commercial bank or other lender. The



Notes shall bear interest from the date or dates, at such rate or rates, payable on such dates
and shall mature on such date or dates and be subject to such prepayment or redemption, all
as provided in the credit agreement.

The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Series 1999 A Bonds or the Grants. The Notes do not
and shall not constitute an indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions. The general funds of the Issuer are not liable, and neither the full
faith and credit nor the taxing power of the Issuer, if any, is pledged for the payment of the
Notes. The Holders of the Notes shall never .have the right to compel the forfeiture of any
property of the Issuer. The Notes shall not be a debt of the Issuer, nor a legal or equitable
pledge, charge, lien or encumbrance upon any property of the Issuer or upon any of its
income, receipts or revenues except as set forth herein.
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 1999 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 1999 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 1999 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 1999 A Bonds.

Section 5.02. Rates. 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 1999 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 4 1111 System. The System will not be sold without
the prior written consent oF: :the .Purchaser so long as the Series 1999 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 Obiiaations. 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.

Section 5.05, Insurance and.Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 1999 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 eeceptance of
any part of the Project fronr 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
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destruction of any portion of the System, the Issuer will promptly
arrange for the application of the insurance proceeds for the
repair or reconstruction of such damaged or destroyed portion.
The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance to
protect the interests of the Issuer during construction of the
Project-in the full insurable value thereof.

(b) Public LiabiIitl Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the Issuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Series 1999 A Bonds.

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

(d) Workers' Compensation Coverage for All
Employees of the 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 3b 3C. 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
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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 an amount at least equal to the total
funds in the custody of any such person at any one time, and
initially in the amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of a representative of the Purchaser.

(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 1999 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 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 1999 A Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, on a parity. with .the Prior Bonds, which statutory mortgage lien is hereby
recognized and declared tr ibe valid and binding and shall take effect immediately upon the
delivery of the Series 1999 A Bonds.

Section 5.07.

	

Events o Default. Each of the following events is hereby
declared an "Event of Default":

(a) Failure to make payment of any monthly
amortization installment upon the Series 1999 A Bonds at the date
specified for payment thereof; and

(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 1999 A Bonds or herein, or
violation of or failure to . observe any provision of any pertinent
law.
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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.

Section 5.09. Fiscal Year; Budget. While the Series 1999 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
opezation 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
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year preceding by more than
10 %; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
Expenses shall be mailed immediately to the Purchaser.

Section 5. I0.

	

Compensation of Members of 	Governing Body. The Issuer
hereby covenants and agrees that, no comps atzon 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 fail' •below pthe 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. Cdvenant 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/Treasurer 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 1999 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.
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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 to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on June 1, 1999, Case
No. 98-1044-PWD-CN, which Final Order is incorporated herein by reference as a part
hereof.

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

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

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

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

F. The Issuer, to the extent permitted by law; will not accept payment of any
water bill from a customer served' 'with water . and sewer services by the Issuer without
payment at the same time of a sewer bill owed by such customer for the same premises.
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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 1999 A Bonds, the principal of and interest due
or to become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 1999 A Bonds, the pledge of Net Revenues and
other moneys and securities pledged under this Bond Legislation and all covenants,
agreements and other obligations of the Issuer to the Registered Owner of the Series 1999 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

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/Treasurer of
the Governing Body are hereby authorized and directed to cause the Series 1999 A 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 ,Qt:; provisions hereof should be held contrary to any express
provision of law or contrary to the policy of .express law, although not expressly prohibited,
or against, public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof; and shall in no way affect
the validity of all the other 'provisions hereof or the Series 1999 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, liereb ry epealed; 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, forth 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/Treasurer 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.

Adopted this 16th day of June, 1999.

McDOWELL COUNTY PUBLIC . SERVICE DISTRICT

Member
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CERTTFICA ON

Certified utrue copy of a Resolution duly adopted by. the Public Service Board

ofMcI}OWEZ.L COUNTY PUBLIC SERVICE DISTRICT on' the lddzday of June, 1999.

Dated: June 21, 1999.
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Water Revenue Bonds,
Series 1999 B and Series 1999 C

(United States Department of Agriculture)
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES.' CONSISTING OF ADDITIONS,
IMPROVEMENTS. AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF McDOWELL COUNTY
PUBLIC SERVICE DISTRICT, AND THE FINANCING OF
THE COST, NOT OTHERWISE PROVIDED THEREOF,
THROUGH THE ISSUANCE .BY THE DISTRICT OF NOT
MORE THAN $870;000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1999 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)
AND NOT MORE THAN $125,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 1999 C (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 IvMcDOWELL COUNTY. PUBLIC SERVICE DISTRICT:

ARTICLE I .

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority.fer`Fhis.Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 1931,
as amended (the "Act"), and other''applicable provisions of law. McDowell County Public
Service District (the "Issuer") is apublic corporation and public service district and political
subdivision of the State of West Virginia in McDowell County of said State, duly,created
pursuant to the Act by The County Commission of McDowell County.

CLS?i362. I



C,

0

C3

O

CJ

Section 1..02.

	

Findings and Determinations.

	

It is hereby found,
determined and declared as follows:

A. The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, construct, operate and mainfain 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.

B. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of a water
distribution system to serve the areas of Berwind, Cucumber, Valls Creek, Squire and
Newhall, two water storage tanks and a 300 gpm water treatment plant, and all necessary
appurtenant facilities in McDowell County, West Virginia (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/Treasurer 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 financing
hereby authorized and provided for are public purposes of the Issuer and are ordered for the
purpose of meeting and serving public convenience and necessity.

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 maximum cost of the acquisition and construction of the
Project is $6,135,000 of which $995,000 will be obtained from the proceeds of sale of the
Series 1999 B and the Series 1999 C Bonds herein authorized, $1,397,600 will be obtained
from grants from the Purchaser, and $3,742,400 will be obtained from funding from the
West Virginia Department of Environmental Protection, Abandon Mine Land and
Reclamation.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 1999 B (United States Department of Agriculture), in the aggregate principal amount
of $870,000 (the "Series 1999 B' Bonds"), and the Water Revenue Bonds, Series 1999 C
(United States Department of Agriculture), in' the aggregate principal amount of $125,000
(the "Series 1999 C Bonds") (collebtively, the "Series 1999 B Bonds and Series 1999 C
Bonds"), to finance a portion of the cost of such acquisition and construction in the manner
hereinafter provided. The cost of such acquisition and construction shall be deemed to

0
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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 1999 B Bonds and Series
1999 C Bonds prior to, during and for six months after completion of such acquisition and
construction of the improvements and extensions; engineering, fiscal agents and legal
expenses; expenses for estimates of costs and revenues; expenses . for plans, specifications and
surveys; other expenses necessary or incident to determining the feasibility or practicability
of the Project, administrative expense, and such other expenses as may be necessary or
incident 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 1999 B Bonds and Series 1999 C Bonds as to liens, pledge and source
of and security for payment being: (i) Water Revenue Bond, Series 1993, dated June 23,
1993, issued in the original aggregate principal amount of $818,000 (the "Series 1993
Bonds"); (ii) Water Revenue Bond, Series 1995, dated September 26, 1995, issued in the
original aggregate principal amount of $500,000 (the "Series 1995 Bond"); (iii) Water
Revenue Bond, Series 1997 A, dated October 15, 1997, issued in the original aggregate
principal amount of $350,000 (the ";Series 1997 A Bond"); and (iv) Water Revenue Bonds,
Series 1999 A, dated June 21, 1999, issued in the original aggregate principal amount of
$360,000 (the "Series 1999 ABonds"), all held by the Purchaser (collectively, the "Prior
Bonds"). Other than the Prior Bonds, there are ho other outstanding bonds or obligations
of the Issuer which rank prior to or on a parity with the Series 1999 B Bonds and
Series 1999 C 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 requirements of all the foregoing with respect to the issuance of

C)

	

parity bonds or has obtained a sufficient and valid consent or waiver thereof.

H. It is in the best interesaf' the Issuer that the Series 1999 B and
Series 1999 C Bonds be sold to ,the Purchaser, pursuant to the terms and provisions of the
Letter of Conditions, dated April 4 . 1996, Amendment No. 1 to Letter of Conditions, dated
December 17, 1997, Amendment' 1O .. 2 to Letter of Conditions, dated May 12, 1999, and
all additional amendments thereto, if any (collectively, the "Letter of Conditions"). ,

I. 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,

CL523562.1
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including, without limitation, the imposition of rates and charges, and the issuance of the
Series 1999 B Bonds and Series 1999 C Bonds, or will have so complied prior to issuance
of the Series 1999 B Bonds and Series 1999 C 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.

Section 1.03,. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 1999 B Bonds and Series 1999 C 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 1999 B
Bonds and Series 1999 C 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:

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

U

"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/Treasurer.

"Bonds" means, collectively, the Series 1999 B Bonds, the Series 1999 C Bonds
and the Prior Bonds.

"Chairman" means the Chairman of the Governing Body.

"Consulting Engineer" means Michael Baker, Jr., Inc., Beaver, Pennsylvania,
or any qualified engineer or firm of engineersswbich shall at any time hereafter be retained
by the Issuer as Consulting Engineer for the System.

"Depository Bank" '.iri.eans Ameribank, War, West Virginia, a bank or trust
company which is a member of FDIC(hereiti 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

Cth-23562. I
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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 each 12-month period beginning on July 1 and ending on
the succeeding June 30.

"Governing Body" means the Public Service Board of the Issuer.

"Government Obligations" means d irect 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 McDowell County Public Service
District, a public service district and a public corporation and a political subdivision of the
State of West Virginia, in McDowell County, West Virginia, and includes the Governing
Body.

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated April 4, 1996, Amendment No. 1 to the Letter of Conditions, dated
December 17, 1997, Amendment No. 2 to the Letter of Conditions dated May 12, 1999, and
all additional 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 1999 B Bonds and the
Series 1999 C Bonds in the then current or any succeeding year.

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

"Operating Expenses" means the current expenses, paid or accrued, of operation
and maintenance of the Project and the S}.stei-ft . 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 one-sixth of the budgeted Operating Expenses
stated above for the current year as workin g capital, and language herein requiring payment
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of Operating Expenses means also retention of not to exceed such surn as working .capital;
provided that, 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 retention.

"Prior Bonds" means, collectively, the Water Revenue Bond, Series 1993, the
Water Revenue Band, Series 1995, the Water Revenue Bond, Series 1997 A and the Water
Revenue Bonds, Series 1999 A, of the Issuer described in Section 1.02G hereof.

"Prior Resolutions" means, collectively, the resolutions of the Issuer, adopted
June 23, 1993, September 26, 1995, October 15, 1997 and June 21, 1999, respectively,
authorizing the Prior Bonds.

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

"Purchaser" or "Government" means United States Depaiuiient of Agriculture,
Rural Utilities Service, and any successor thereof, acting for and on behalf of the
United States of America.

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

(a) Government Obligations;

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

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

(d) Any bond, debenture, note, participation certificate
or other similar obligations issued by the Federal National
Mortgage Association to" the extent such obligation is guaranteed
by the Government National Mortgage Association or issued by
any other federal agency and backed by the full faith and credit
of the United States of America;
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(e) Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or increased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are
members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or must be
replaced or. increased. so .that the market value thereof is always
at least 'equa4: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 Investment Management pursuant to.
Chapter 12, Article 6 of the West Virginia Code of 1931, as
amended; and

(i) Obligations of States or political subdivisions or
agencies thereof, tire' interest on which is excluded from gross
income for federal 'tiicome tax purposes, and which are rated at
least "A" by Moody's Investors Service or Standard & Poor's
Corporation.
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"Registered Owner," "Bondholder," "Holder 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
income received by the Issuer, or accrued to the Issuer, or any department, board, agency
or instrumentality thereof in control of the management and operation of the System, from
the operation of the System, and all parts thereof, all as calculated in accordance with sound
accounting practices.

"Secretary/Treasurer" means the Secretary/Treasurer of the Governing Body.

"Series 1999 B Bonds" means the Water Revenue Bonds, Series 1999 B (United
States Depallauent of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation.

"Series 1999 C Bonds" means the Water Revenue Bonds, Series 1999 C (United
States Department of Agriculture), authorized hereby to 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..

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

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT,

Section 2.01. Authorization of Acquisition and. Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $6,135,000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore fled in the office of the
Governing Body.. The proceeds of the Series 1999 B Bonds and Series 1999 C Bonds hereby
authorized shall be applied as provided in Article IV hereof.
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ARTICLE III

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 1999 B Bonds and the Series 1999 C Bonds
of the Issuer, to be known as "Water Revenue Bonds, Series 1999 B (United States
Depaitinent of Agriculture)" and "Water Revenue Bonds, Series 1999 C (United States
Deparrment of Agriculture)", are hereby authorized to be issued in the respective principal
amounts of $870,000 and $125,000, for a total aggregate principal amount of not exceeding
$995,000, for the purpose of financing a portion of the cost of the acquisition and
construction of the Project.

Section 3.02. Description of Bonds. A. The Series 1999 B Bonds shall
be issued in single form, numbered BR-1, only as a fully registered Bond, and shall be dated
the date of delivery thereof. The Series 1999 B Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.5 % per annum, and shall be sold for the par value .
thereof.

B. The Series 1999 C Bonds shall be issued in single form, numbered CR-1,
only as a fully registered Bond, and shall be dated the date of delivery thereof. The
Series 1999 C Bonds shall bear interest . from the date of delivery, payable monthly at the rate
of 4.5 % per annum, and shall be sold for the par value thereof.

The Series . 1999 B . Bonds and the Series 1999 C Bonds shall be subject to
prepayment of scheduled monthly installments, or any portion thereof, at the option of the
Issuer, and shall be payable as provided in the respective Bond forms hereinafter set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 1999 B Bonds and the Series 1999 C 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 1999 B Bonds and the Series 1999 C Bonds, and
the right to principal of and stated interest on the Series 1999 B Bonds and the Series 1999 C
Bonds, may only be transferred by tran$e -of • the registration thereof upon the books
required to be kept pursuant tQ . 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 1999 B Bonds and the Series 4999 C 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 . 1999 B Bonds and the Series 1999 C Bonds shall be
surrendered for registration of- transfer, the Issuer shall execute and deliver a new Bond or
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Bonds in authorized denominations, for a like aggregate principal amount. The Bond
Registrar shall require the payment by the new owner requesting such transfer of any tax or
other governmental charge required to be paid with respect to such transfer, but the Issuer.
shall pay any other expenses incurred by the Bond Registrar with respect.to such transfer.

No registration of transfer of the Series 1999 B Bonds and Series 1999 C Bonds
shall be permitted to be made after the 15th day next preceding any installment payment date
on the Series 1999 B Bonds and Series 1999 C Bonds.

Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 1999 B Bonds and Series 1999 C Bonds, and, upon presentation
for such purpose, the Bond Registrar shall, under such reasonable regulations as it may
prescribe, register the Series 1999 B Bonds and Series 1999 C 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 1999 B Bonds and Series 1999 C Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 1999 B Bonds and Series 1999 C
Bonds for registration or transfer only if ownership thereof is to be registered in the name
of the Purchaser, an individual (including joint ownership), a corporation, a partnership or
a trust, and only upon receipt of the social security number of each individual, the federal
employer identification number of each corporation or partnership or the social security
numbers of the settlor and beneficiaries of each trust and the federal employer identification
number and date of each, trust and Me name of the trustee of each trust and/or such other:
identifying number and information as may be required by law. The Series 1999 B Bonds
and Series 1999 C 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 1999 B Bonds and
Series 1999 C 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.

Section 3.05. Execution of Bonds. The Series 1999 B Bonds and
Series 1999 C 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/Treasurer. In case any
one or more of the officers who shall have i ized or sealed the Series 1999 B Bonds and
Series 1999 C Bonds shall cease to be such officer of the 'Issuer before the Series 1999 B
Bonds and Series 1999 C Bonds sasigned 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 1999 B Bonds and Series 1999 C 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
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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 1999 B Bonds and Series 1999 C 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 1999 B Bonds and Series 1999 C Bonds so surrendered shall be canceled and held for
the account of the Issuer. If the Series 1999 B Bonds and Series 1999 C Bonds shall have
matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 1999 B Bonds and Series 1999 C 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 1999 B Bonds and Series 1999 C Bonds and the Prior
Bonds, and to make the payments' as hereinafter provided, are hereby irrevocably pledged
to the payment of the principal of and interest on the Series 1999 B Bonds and Series 1999 C
Bonds and the Prior Bonds as the same become due.

Section 3.08:'• , Form of Bond. Subject to the provisions hereof, the text
of the Series 1999 B Bonds and Series 1999 C 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 after the date of adoption
hereof and prior to the issuance thereof:
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 1999 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$870,000

No. BR-1

	

0

	

Date: August 11, 1999

FOR VALUE RECEWED, McDOWELL COUNTY 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 EIGHT HUNDRED SEVENTY THOUSAND DOLLARS
($870,000), plus interest on the unpaid principal balance at the rate of 4.5 o per annum. The
said principal and interest shall be paid in the following installments on the following dates:
Monthly installments of interest only, commencing 30 days following delivery of the Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $3,994, 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 effer,.vv&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.

13
CL523552.t



i

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

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

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

This Bond, 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 mealririb of .any. constitutional or statutory provision
or limitation.

Registration of this:.B.ond 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 Resolution and upon surrender and
cancellation of this Bond. *Upon such transfer a new Bond or Bonds, of authorized

14
CL523552.t



denomination or denominations, for the like principal amount, will be issued to the transferee
in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Cominercial 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 August 11, 1999, 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 Farmers Home Rural Development Act. 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 (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; (3)
WATER REVENUE BOND, SERIES 1997 A; (4) WATER REVENUE BONDS, SERIES
1999 A; AND (5) WATER REVENUE BONDS, SERIES 1999 C, ISSUED
CONCURRENTLY HEREWITH, ALL AS DESCRIBED IN THE RESOLUTION.
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IN WITNESS WHEREOF, McDOWELL 'COUNTY 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/Treasurer, all as .of the
date hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

HC 31 Box 436J
Welch, West Virginia 24801

ATTEST:

Secretary/Treasurer, Public Service Board

0

0

0
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RECORD OF ADVANCES

AMOUNT	 DATE	 AMOUNT	 DATE

0

[}

$

	

(15)	 s	 (33)
^

	

(16)	 S	 (34)	 $

	

(18)	 s	 (36)	 S

TOTAL

0
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ASSIGNMENT

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

0

	

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.

0

	

Dated:	

. In the presence of:

C)

G

0

0
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

.

	

WATER REVENUE BONDS, SERIES 1999 C

	

.
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$125,000

No. CR-1

	

Date; August 11, 1999

FOR VALUE RECEIVED, McDOWELL COUNTY 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 ONE HUNDRED TWENTY-FIVE THOUSAND
DOLLARS ($125,000), plus interest on the unpaid principal balance at the rate of 4.5%
per annum. The said principal and interest shall be paid in the following installments on the
following dates: Monthly installments of interest only, commencing 30 days following
delivery of the Bond and continuing on the corresponding day of each month for the first
24 months after the date hereof, and $574, 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 delitedness evidenced by this Bond shall be
applied first to interest computedta the effective date of the payment and then to principal.

Prepayments of sch6cluled, :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
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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, shall be the date of the
United States Treasury check by which the Government remits the payment to the holder.
The effective date of any prepayment retained and remitted by the Government to the holder
on an annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the
effective date of any such prepayment and the date of the Treasury check to the holder.

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

	

.

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

This Bond, 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 revenuto-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 withui.the meaning of any constitutional or statutory provision
or limitation.

Registration of this Band 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
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the charges, if any, provided in the herein defined 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 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 August 11, 1999, 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 period 's 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 Farmers Home Rural Development Act. 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 I'S ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER'S (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; (3)
WATER REVENUE BOND, SERIES 1997 A; (4) WATER REVENUE BONDS, SERIES
1999 A; AND (5) WATER REVENUE BONDS, SERIES 1999 B, ISSUED
CONCURRENTLY HEREWITH, ALL AS DESCRIBED IN THE RESOLUTION. '

D

D

D

D
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IN WITNESS WHEREOF, IvMcDOWELL COUNTY 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/Treasurer, all as of the
date hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

HC 31 Box 4367
Welch, West Virginia 24801

ATTEST:

Secretary/Treasurer, Public Service Board

i
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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:	

In the presence of:
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ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF;

	

.
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

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

Revenue Fund (established by the Prior Resolutions and continued
hereby);

Series 1993, 1995 and 1997 A Bonds Reserve Fund (established by the
Prior Resolutions as the "Reserve Fund," and continued hereby);

Depreciation ' Reserve (established by the Prior Resolutions and
continued hereby);

(4) Series 1999 A Bonds Reserve Account;

(5) Series 1999 B Bonds and Series 1999 C Bonds Reserve , Account;

(6) Project.•C.bnstruction Account.

Section 4.02. Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 1999 B Bonds and Series 1999 C Bonds shall be deposited
upon receipt by the Issuer in the Project Construction Account. The moneys in the Project
Construction Account in excess of the amount insured by FDIC shall be secured at all times
by the Depository Bank by securities or in a manner lawful for the securing of deposits of
State and municipal funds under West Virginia law. Moneys in the Project Construction
Account shall be expended by the Issuer solely for the purposes provided herein.

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

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 1999 B Bonds and Series 1999 C Bonds if there are not sufficient
Net Revenues to make such monthly payment.

(1)

(2)

(3)

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

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

Section 4.03. Covenants of the Issuer as to System Revenues and Funds.
So long as any of the Series 1999 B Bonds and Series 1999 C Bonds shall be outstanding and
unpaid, or until there shall have been set apart in the Series 1999 B Bonds and Series 1999 C
Bonds Reserve Account a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Series 1999 B Bonds and Series 1999 C Bonds
remaining unpaid, together with interest accrued and to accrue thereon, the Issuer further
covenants with the Holders of the Series 1999 B Bonds and Series 1999 C 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.

(2) The Issuer shall next, each month, on or before the .
due date of payment of each installment on the Prior Bonds and
the Series 1999 B Bonds and the Series 1999 C Bonds, transfer
from the Revenue Fund and remit to.the National Finance Office,
the amounts required to pay.tla.hiterest on the Prior Bonds, the
Series 1999 B Bonds and the Series 1999 C Bonds and to
amortize the principal of.the Prior Bonds, the Series 1999 B
Bonds and the Series 1999 C Bonds over the respective lives of
each Bond issue. All payments with respect to principal of and
interest on the Prior Bonds, the Series 1999 B Bonds and the
Series 1999 C Bonds shall be made on an equal pro rata basis in
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accordance with the respective aggregate principal amounts
thereof outstanding and on a parity with each other.

(3) The Issuer shall next, on the first , day of each
month, transfer from the Revenue Fund and remit to the
Depository Bank (i) for deposit into the Series 1993, 1995 and
1997 A Bonds Reserve Account and the Series 1999 A Bonds
Reserve Account, the amounts required by the Prior Resolutions;
and (ii) for deposit into the Series 1999 B Bonds and
Series 1999 C Bonds Reserve Account, 0.4167% of the Minimum
Reserve, until the amount in the Series 1999 B Bonds and
Series 1999 C Bonds Reserve Account equals the .Minimum
Reserve. Moneys in the Series 1999 B Bonds and Series 1999 C
Bonds Reserve Account shall be used solely to make up any
deficiency for monthly payments of the principal of and interest
on the Series 1999 B Bonds and Series 1999 C Bonds to the
National Finance Office as the same shall become due or for
prepayment of installments on the Series 1999 B Bonds and
Series 1999 C Bonds, or for mandatory prepayment of the
Series 1999 B Bonds and Series 1999 C Bonds as hereinafter
provided, and for no other purpose; provided, however, that .
when the Minimum Reserve has been accumulated in the Series
1999 B Bonds and Series 1999 C Bonds Reserve Account, all
earnings of,investments of moneys therein shall at least annually
be transferred to and deposited in the Revenue Fund.

(4) 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 Depreciation Reserve, (i) the
amount required by the Prior Resolutions; and (ii) 0.4167% of
the Minimum Reserve, until the amount in the Series 1999 B
Bonds and Series 1999 C Bonds Reserve Account equals the
Minimum Reserve, and thereafter, 0.8334% of the Minimum
Reserve, so long as the Series 1999 B Bonds and Series 1999 C
Bonds are outstanding; provided,, however, that in the event
Revenues are insufficient to,.fd-Ehe Series 1999 B Bonds and
Series 1999 C Bonds Reserve Account in accordance with
Section 4.03B(3)(ii)':abov.e, or a withdrawal of funds from the
Series 1999 B Bonds 'and Series 1999 C Bonds Reserve Account
is made, payment of Revenues into the Depreciation Reserve as
provided in this Section 4.03B(4)(ii) shall not be made, but
instead Revenues shall be applied to the replenishment of the
Series 1999 B Bonds and Series 1999 C Bonds Reserve Account
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until such deficiency is cured, at which time payments into the
Depreciation Reserve as provided in this Section 4.03B(4)(ii)
shall resume. Moneys in the Depreciation Reserve shall be used
first to make up any deficiencies for monthly payments of interest
on and principal of the Prior Bonds and the Series 1999 B Bonds
and Series 1999 C Bonds as the same become due, and next to
restore to the Series 1993, 1995 and 1997 A Bonds Reserve
Account, the Series 1999 A Bonds Reserve Account and the
Series 1999 B Bonds and Series 1999 C Bonds Reserve Account
any sum or sums transferred therefrom, all on a pro rata basis.
Thereafter, and provided that payments are current and in
accordance with the foregoing provisions, moneys in the
Depreciation Reserve may be withdrawn by the Issuer and used
for replacements, repairs, improvements or extensions to the
System.

(5) After all the foregoing provisions for use of moneys
in the Revenue Fund have been fully complied with, moneys
remaining therein and not permitted to be retained therein, if any
("Surplus Revenues"), may be used to prepay installments of the

.Bonds, pro rata, or for any lawful purpose.

'Whenever the money in the Reserve Fund shall be sufficient to prepay the
Series 1999 B Bonds and.Series 1999 C. Bonds in full, it shall be the mandatory duty of the.
Issuer, anything to the contrary herein notwithstanding, to prepay the Series 1999 B Bonds
and Series 1999 C Bonds at' the earliest practical date and in accordance with applicable
provisions hereof.

The Depository Bank is hereby designated as the Fiscal Agent for the
administration of the Reserve Fund and the Depreciation Reserve as herein provided, and all
amounts required for the Reserve Fund and the Depreciation Reserve 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 Revenue Fund, the Resa, :prs=Fund and the Depreciation Reserve shall
constitute trust funds and shall be used only for the purposes and in the order provided
herein, and until so used, the Purchaser shall have a lien thereon for further securing
payment of the Series 1999 B Bohai 'and Series 1999 C 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 made up in the subsequent
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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 respedt to the Series 1999 B Bonds
and Series 1.999 C Bonds and the Prior Bonds, in accordance with the respective principal
amounts then Outstanding.

Subject to the Prior Resolutions, the Depository Bank, at the direction of the
Issuer, shall keep the moneys in the Reserve Fund and the Depreciation Reserve 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 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 Investment Management. Any investment shall be held in and at all
times deemed a part of the fund or account in which such moneys were originally held, and
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 moneys in the
Reserve Fund, so long as the Minimum Reserve is on deposit and maintained therein, shall
be paid annually into the Revenue Fund by the Depository Bank.

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

D. USER CONTRACTS. The Issuer shall, prior to delivery of the
Series 1999 B Bonds and Series 1999 C. Bonds, provide . evidence that there will be at
least 416 bona fide users upon the Project on completion, in full compliance with the
requirements and conditions of the Purchaser.

E. CHARGES :AND FEES. The Issuer shall remit from the Revenue Fund
to the Depository Bank such addiiiohal sums as shall be necessary to pay the charges and fees
of the Depository Bank then due;: ' , .

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

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

Section 4.04. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 1999 B Bonds and Series 1999 C Bonds, the Issuer may issue and sell its interim
construction notes in an aggregate principal amount not to exceed $995,000 (the "Notes").
The Notes shall be in the form of a line of credit from a commercial bank or other lender,
and the Issuer is hereby authorized to enter into the credit agreement with such commercial
bank or other lender, The Notes shall bear interest from the date or dates, at such rate or
rates, payable on such dates and shall mature on such date or dates and be subject to such
prepayment or redemption, all as provided in the credit agreement.

The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Series 1999 B Bonds and Series 1999 C Bonds or the
Grants. The Notes do not and shall not constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provisions. The general funds of the Issuer are
not liable, and neither the full faith and credit nor the taxing power of the Issuer, if any, is.
pledged for the payment of-the Notes, The Holders of the Notes shall never have the right
to compel the forfeiture of any property of the Issuer. The Notes shall not be a debt of the
Issuer, nor a legal or equitable pledge, charge, lien or encumbrance upon'any property of the
Issuer or upon any of its income,.receipts or revenues except as set forth herein.
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ARTICLE V

GENERAL COVENANTS, ETC.

Section5.01. General Statement. So long as the Series 1999 B Bonds and
Series 1999 C Bonds shall be outstanding and unpaid, or until there shall have been set apart
in the Series 1999 B Bonds and Series 1999 C Bonds Reserve Account a sum sufficient to
prepay the entire principal of the Series 1999 B Bonds and Series 1999 C 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 1999 B Bonds and Series 1999 C
Bonds.

Section 5.02. Rates. 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 1999 B Bonds and Series 1999 C 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. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 1999 B Bonds and
Series 1999 C Bonds are outstanding:f'Such consent will provide for disposition of the
proceeds of any such sale. '

Section 5.04, . Issuance of Additional Parity Bonds or Obli gations. 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.

Section 5.05,. Insurance and Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of construction, , operation and maintenance of the System,
procure, carry and maintain, so long as t,14,a ies 1999 B' Bonds and Series 1999 C Bonds
remain outstanding, insurance-with a reputable insurance-carrier or carriers covering the
following risks and in the following amounts:

(a) Fire, I.ighiiiing, Vandalism, Malicious Mischief
and Extended Covera ge 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
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above-ground structures of the System and mechanical and
electrical equipment in place or stored on the site in an amount
equal to the full insurable value thereof. In the event of any
damage to or destruction of any portion of the System, the Issuer
will promptly arrange for the application of; the insurance
proceeds for the repair. or reconstruction of such damaged or
destroyed portion. The Issuer will itself, or will require each
contractor and subcontractor to, obtain and maintain builder's
risk insurance to protect the interests of the Issuer during
construction of the Project in the full insurable value thereof:

(b) Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the Issuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Series 1999 B Bonds and
Series 1999 C Bonds.

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

(d) Workers' Compensation Coverage for All
Employees of the District Eli gible Therefor and Performance and
Payment Bonds, such bonds to be in the amounts of 100% of the
construction contract, will be.ce,T&ed '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 SeCtfon 38-2-39. Workers' compensation
coverage shall be maintained as required by the laws of the State
of West Virginia.

	

.
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(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 an amount at least equal to the total
funds in the custody of any such person at any one time, and
initially in the amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of a representative of the Purchaser.

(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 1999 B
Bonds and Series 1999 C Bonds are outstanding, the Issuer will
carry insurance and bonds or cause insurance and bonds to be
carried for the protection of the Issuer, and during- such
construction will require each contractor and subcontractor to
carry insurance, of such types and in such amounts as the
Purchaser may' specify, with insurance carriers or bonding
companies acceptable to the Purchaser.

Section 5.06.. Statutory Mortgage Lien. For the further protection of the
Holder of the Series 1999 B Bonds and Series 1999 C Bonds, a statutory mortgage lien upon
the System 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 1999 B Bonds and Series 1999 C
Bonds.

Section 5.07.

	

Events of Default. Each of the following events is hereby
declared an "Event of Default":

(a) Failur' to make payment of any monthly
amortization instalhhn nt upon the Series 1999 B Bonds and
Series 1999 C Bonds at " the date specified for payment thereof;
and
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(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 1999. B Bonds and
Series 1999 C Bonds or herein, or violation of or failure to
observe any provision of any pertinent law.

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.

Section 5.09. Fiscal Year; Budget. While the Series 1999 B Bonds and
Series 1999 C 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 followirig 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 until the adoption of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the cozr spending 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 tTie 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 5.1.0.

	

Compensation of Members of	 Governing Bodv, The Issuer
hereby covenants and agrees that no compensation for policy direction shall be paid to the

)
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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 completion thereof in accordance with the plans and specifications prepared by the
Consulting Engineer on file with the Secretary/Treasurer 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 thin 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•econdmical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 1999 B Bonds and
Series 1999 C 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.
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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 to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on July 26, 1999, Case No. 97-0023-
PWD-CN, which Final Order is incorporated herein by reference as a part hereof.

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

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

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

	

.

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

F. The Issuer, to the extent permitted by law, will not accept payment of
any water bill from a customer served with, atet~ arid. sewer services by the Issuer without
payment at the same time of a sewer bill owed by such customer for the same premises.
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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 1999 B Bonds and Series 1999 C Bonds, the
principal of and interest due or to become due thereon, at the times and in the manner
stipulated therein and in this Bond Legislation, then with respect to the Series 1999 B Bonds
and Series 1999 C Bonds, the pledge of Net-Revenues and other moneys and securities
pledged under this Bond Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Owner of the Series 1999 B Bonds and Series 1999 C Bonds,
shall thereupon cease, terminate and become void and be discharged and satisfied.

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/Treasurer of
the Governing Body are hereby authorized and directed to cause the Series 1999 B Bonds and
Series 1999 C 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. Severabillty of Invalid Provisions. If any one or more of.
the covenants, agreements: or provisions hereof should be held contrary to any express
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy;. . or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 1999 B Bonds and Series 1999 C
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.
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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/Treasurer 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.

CI,523562.I
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Adopted this Ilth day of August, 1999.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

Chairman

cam(9½/L-t--

Memb

Membij- '

CL523 562 .1
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'CERTIFICATION

Certified a true copy of a Resolution duly adopted by, the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 11th day of August, 1999.

Dated: August 11, 1999.

[SEAL]

08106199
582180/96001

CL523562.1
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McDOWFI'.L COTTNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $550,000
WATER REVENUE BOND, SERIES 1997 A, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, ON A PARITY
WITH THE OUTSTANDING WATER REVENUE BOND,
SERIES 1993, AND WATER REVENUE BOND, SERIES 1995,
OF THE DISTRICT, TO FINANCE THE COST, NOT
OTHERWISE PROVIDED, OF ACQUIS111ON AND
CONSTRUCTION OF CERTA.&I PUBLIC SERVICE
PROPERTIES CONSISTING OF IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS SYSTEM
AND AT T. APPURTENANT FACILITIES OF THE DISTRICT;
DEFINING AND PRESCRIBING THE TERMS . AND

. PROVISIONS OF THE BOND; PROVIDING GENERALLY
FOR THE RIGHTS AND REMEDIES AND SECURITIES OF
THE HOLDER OF THE BOND; AND PROVIDING WHEN
THIS RESOLUTION SHALL TAKE EFFECT

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

ARTICLE

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. A ithority fQt This Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act"), and other applicable provisions of law. McDowell County Public
Service District (the "Issuer") is a public corporation and public service district and political
subdivision of the State of West Virginia in cPowell County of said State, duly created
pursuant to the Act by The County Commission of McDowell County.

A. The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, construct, operate and maintain certain additional public
service progenies consisting of improvements and extensions to such existing waterworks
facilities with all appurtenant facilities, within the boundaries of the Issuer to be owned and
o,er2tec► by the Issuer.

Tindings acid Determinations.

	

It is hereby found,Section 1 ,02.
determined and declared as follows: '
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B. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain improvements and extensions
to the existing waterworks facilities of the Issuer, consisting of 8,500 linear feet of 2", 8,750
linear feet of 6" and 14,000 linear feet of 8" water mains, one 183,000 gallon water storage.
tank, a 200 GPM water treatment plant, two 200 GPM high service pumps; one 580 GPM
filter backwash pump, one filter backwash water decant basin, one 35. GPM recycle pump,
sludge drying beds, and all necessary appurtenant facilities in the communities of Barney and
English, McDowell County, West Virginia (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/Treasurer of the Public Service Board (the " Governing
Body") of the Issuer. The Issuer will purchase water from the City of Welch pursuant to a
water purchase contract between the Issuer and said City. The existing waterworks facilities
of the Issuer, together with the Project and any further additions, extensions or improvements
thereto, are herein called the "System." The acquisition and construction of the Project and
the financing hereby authorized and provided for are public purposes of the Issuer and are
ordered for the purpose of meeting and serving public convenience and necessity.

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 the costs of the
operation and maintenance of the System, the principal' of and interest on the Bonds (as
hereinafter' defined) and all debt service, reserve fund and other payments provided for
herein.

D. - The estimated maximum cost of the acquisition and construction of the
Project is $2,453,050, of which $550,000 will be obtained from the proceeds of sale of the
Bond herein authorized,.; $298,500 from a grant by the Purchaser .(as hereinafter defined),
$1,213,000 from a grant by the United States Department of Housing and Urban
Development (Small Cities Block Grant through the State of West Virginia), $50,000 from
a grant by the West Virginia Parkways, Economic Development and Tourism Authority, and
$341,550 from a grant through the West Virginia Infrastructure Fund.

E. It is necessary for the Issuer to issue the Bond in the principal amount of
$550,000 to finance a portion of the cost of such acquisition and construction in the manner
hereinafter provided. The cost of such acquisition and construction shall be deemed to
include, without being limited to, the ' ac,qu ition and construction of the Project; the
acquisition of any necessary property, real or personal, or interest therein; interest on the
Bond prior to, during and for six months after. completion of such construction to the extent
that revenues of the System aretiot sufficient therefor; engineering and legal expenses;
expenses for estimates of costs and revenues; expenses for plans, specifications and surveys;
and such other expenses as may be necessary or incidental to the acquisition and construction
of the Project and the financing authorized hereby; provided that, reimbursement to the Issuer

2
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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.

P.

	

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 Bond as to liens, pledge and source of and security for payment, being the
Water Revenue Bond, Series 1995, dated September 26, 1995, issued in the original
aggregate principal amount of $500,000 (the "Series 1995 Bond"), and the Water Revenue
Bond, Series 1.993, dated June 23, 1993, issued in the original aggregate principal amount
of $818,000 (the "Series 1993 Bond"), all held by the Purchaser (collectively, the "Prior
Bonds"). Other than the Prior Bonds, there are no other outstanding bonds or obligations of
the Issuer which will rank prior to or on a parity with the Bond as to lien, pledge and/or
source of and security for payment.

The Issuer is not in default under the terms of the Prior Bonds, the .Prior
,Resolutions (hereinafter defined) 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 waiver thereof.

H. It is in the best interest of the Issuer that the Bond .be sold to the
United States Department of Agriculture, Rural Utilities Service (the "Purchaser"), pursuant
to the terms and provisions . of a Letter of Conditions dated August 15, 1994, Amendment
No. 1 to Letter of Conditions dated February 20, 1996, Amendment No. 2 to Letter of
Conditions dated September 4, 1997, and all amendments thereto, if any (collectively, the
"Letter of Conditions").• •

I. 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
Bond, or will have so complied prior to issuance of the Bond, including, among other things
and without limitation, the consent and approval, pursuant to the Act and other applicable
provisions of law, of the issuance of the Bond, the acquisition and construction of the Project
and the imposition of rates and charges by the Public Service Commission of West Virginia
by final order, the time for rehearing and-aprfeal of which have expired or shall have been
duly waived or otherwise provided for.

Section j .03. ',Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Bond 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 Bondholder, and the covenants and agreements set

a
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forth ,herein to be performed by the Issuer shall be for the benefit, protection and security of
the registered owner of the Bond.

Section 1,44.

	

Definition. 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" means the Water Revenue Bond, Series 1997 A, authorized hereby.

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

the Bond.
"Bonds" means, collectively, the Series 1993 Bond, the Series 1995 Bond and
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"Chairman" means the Chairman of the Governing Body.

"Consulting Engineer" means Stafford Consultants, Incorporated, Princeton,
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.

"Depository Bank" means Amerbanlc, War, 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 each year beginning on July 1 and ending on the
succeeding June 30.

"Grants" means, collectively, the grants from the Purchaser, the United States
Department of Housing and Urban 'Development (Small Cities Block Grant through the State
of West Virginia), the West Virginia , Parkways, Economic Development and Tourism
Authority, the West Virginia Infrastructure Fund, and any other grants committed, for the
Project.

"Governing Body" means the Public Service Board of the Issuer.
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"Government Obligations" means direct obligations of, or obligations the
principal of and interest on which are guaranteed by, the United States of America.

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

"Issuer," "Borrower" or "District" means McDowell County Public Service
District, in McDowell County, West Virginia, and includes the Governing Body.

"Letter of Conditions" means the Letter of Conditions of the purchaser dated
August 15, 1994, Amendment No. 1 to Letter of Conditions dated February 20, 1996,
Amendment No. 2 to Letter of Conditions dated September 4, 1997, and all amendments
thereto, if any.

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

"Operating Expenses" means the current expenses, paid or accrued, of operation
and maintenance of the System and its facilities, and includes, without limiting the generality
of the foregoing, insurance premiums, salaries, wages and administrative expenses of the
Issuer relating and chargeable solely to the System, the accumulation of appropriate reserves
for charges not annually recurrent but which are such as may reasonably be expected to be
-incurred, and such other reasonable operating costs as are normally and regularly included
under recognized accounting principles and retention of a sum not to exceed 116th of the
budgeted Operating Expenses stated above for the current year as working capital, and
language herein requiring payment of Operating Expenses means also retention of not to
exceed such sum as working capital, provided that all monthly amortization payments upon
the Bonds and into the Reserve Fund and the Depreciation Reserve have been made to the
last monthly payment date prior to the date of such retention.

"Prior Bonds" means, collectively, the Series.1993 Bond and the Series 1995
Bond.

"Prior Resolutions" means, collectively, the Series 1993 Resolution and the
Series 1995 Resolution.

"Project" shall have the mean.hrg"s ted 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 America.
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"Qualified Investments" means and includes any of the following:

(a)

	

Government Obligations;

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

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

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

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

	

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are
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members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provded, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or must be
replaced or increased so that the market value , thereof is always
at least equal to. the principal amount of said repurchase
agreements, and provided further that the holder of such
repurchase agreement shall have, a prior perfected security interest
in the collateral therefor, must have (or its agent must have)
possession of such collateral, and such collateral must be free of
all claims by third parties;

(h) The West Virginia "consolidated fund" managed by
the West Virginia State Board of Investments pursuant to
Chapter 12, Article 6 of the West Virginia Code of 1931, as
amended; and

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

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

"Registrar" means the Issuer, which shall usually so act by its
Secretary/Treasurer.

"Resolutions" means, collectively, the Series 1993 Resolution, the
Series 1995 Resolution and the Bond Legislation.

"Series 1993 Bond" means the outstanding Water Revenue Bond, Series 1993,
of the Issuer described in Section 1.02G hereof.

"Series 1993 Resolution" means the resolution of the Issuer adopted June 23,
1993, authorizing the Series 1993 Bond.

"Series 1995 Bond" means the outstanding Water Revenue Bond, Series 1995,
of the Issuer described in Section I.02G hereof.
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"Series 1995 Resolution" means the resolution of the Issuer adopted
September 26, 1995, authorizing the Series 1995 Bond.

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

"Secretary/Treasurer" means the Secretary/Treasurer of the Governing Body.

"System" means the waterworks of the Issuer as improved, extended, enlarged
and expanded by the Project, and includes the complete waterworks system of the Issuer and
all waterworks facilities owned by the Issuer and all facilities and other property of every
nature, real or personal, now or hereafter owned, held or used in connection with the
waterworks system; and shall also include any and all additions, extensions, improvements,
properties or other facilities at anytime acquired or constructed for the waterworks system
of the Issuer.

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

Words importing singular number shall include the plural number in each case
and vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, feininine or neuter gender shall include any other gender; and any .
requirement for execution or attestation of the Bond or any certificate or other document by
the Chairman or Secret ary/Treasurer shall mean that such Bond, certificate or other document
may be executed or attested by an Acting Chairman or Acting Secretary/Treasurer.
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ARTICLE 11

AUTHORIZATION OF ACQUISITION AND

0

	

CONSTRUCTION OF THE PROJECT

Section 2.01. . Authorizattorl .Qf Acquisition and Construction 2f thq
Pcojec. There is hereby authorized the acquisition and construction of the Project, at an
estimated cost of 52,453,050, in accordance with the plans and specifications which have
been prepared by the Consulting Engineers, heretofore filed in the office of the Governing
Body. The proceeds of the Bond hereby authorized shall be applied as provided in Article IV
hereof.

G
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ARTICLE 511

AUTHORIZATION, TERMS, EXECUTION,

0

	

REGISTRATION AND ISSUE OF BOND

Section 3.01. Authorization Qf Bond. Subject and pursuant to the
provisions of the Bond Legislation, the Bond of the Issuer, to be known as "Water Revenue
Bond, Series 1997 A," is hereby authorized to be issued in the aggregate principal amount
of not exceeding $550,000 for the purpose of financing a portion of the cost of the acquisition
and construction of the Project.

Secion_3 A2. Description 4_f Bond. The Bond shall be issued in single
form, numbered AR-I, only as a fully registered Bond, and shall be dated the date of delivery
thereof. The Bond shall bear interest from the date of delivery, payable monthly at the rate
of 4.50% per annum, and shall be sold for the par value thereof.

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

Section 3.03. Negotiability, Registration, Transfer and Exchange sf
Bonds. The Bond 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 Bond, and the
right to principal of and stated interest on the Bond, may only be transferred by transfer of
the registration thereof upon the books required to be kept pursuant to Section 3.04 hereof,
by the party in whose. name it is registered, in person or by attorney duly authorized in
writing, upon surrender of the Bond for cancellation, accompanied by delivery of a written
instrument of transfer, duly executed in a form acceptable to the Registrar.

Whenever the Bond 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 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 Registrar
with respect to such transfer..
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No registration of transfer of the Bond shall be permitted to be made after the
15th day next preceding any installment payment date on the Bond.

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

The Registrar shall accept the Bond for registration of 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 senior and beneficiaries of
each trust and the federal employer identification number and date of each trust and the name
of the trustee of each trust and/or such other identifying number and information as may be
required by law. The Bond shall initially be fully registered as to both principal and interest
in the name of the United States of America. So long as the Bond 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 Federal Building, Room 320, 75 High Street, Morgantown,
West Virginia 26505-7500, or such other address as shall be stated in writing to the Issuer
by the United States of America.

Section 3,05. Excutiori sf Bond. The Bond 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/Treasurer. In case any one or more of the officers who shall have signed or
sealed the Bond shall cease to be such officer of the Issuer before the Bond so signed and
sealed has been actually sold and delivered, such Bond may nevertheless be sold and
delivered as herein provided.and May be issued as if the person who signed or sealed such
Bond had nat ceased to hold such office. Any Bond may be signed and sealed on behalf of
the Issuer by such person as 'at the actual time of the execution of such Bond shall hold the
proper office in the Issuer, although at the date of such Bond such person may not have held
such office or may not have been so authorized.

section 3.06. Bondi Mutilated, Destroyed, Stolen at Lost. In case the
Bond 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 Bond so mutilated, destroyed,. stolen or lost,
in exchange and substitution for such mutilated Bond or in lieu of and substitution for the
Bond 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 Bond so surre ' er shall be canceled and held for the account
of the Issuer. If the Bond shalF•have matured or be about to mature, instead of issuing a
substitute Bond the Issuer may pay the same, and, if such Bond be destroyed, stolen or lost,

	

without surrender thereof.

	

.

Section 3,07. Bond Secured by. Pledge g Net Revenues. The payment
of the debt service of the Bond shall be secured forthwith by a first lien on the Net Revenues
derived from the System on a parity with the Prior Bonds, in addition' to the statutory
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mortgage lien on the System hereinafter provided for as to the Bonds. The Net Revenues
derived from the System in an amount sufficient to pay the principal of and interest on the
Bond, and to make the payments as hereinafter provided, are hereby irrevocably pledged to
the payment of the principal of and interest on the Bond as,the same becomes due, all on a
parity with the Prior Bonds.

Section 3M8. . arm Qf Bond. Subject to the provisions hereof, the text
of the Bond 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 after the date of adoption hereof and prior to the issuance thereof:

0
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1997 A

$550,000

No. AR-1

	

Date:

FOR VALUE RECEIVED, McDOWELL COUNTY 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 FIVE HUNDRED FIFTY THOUSAND DOLLARS
($550,000), plus interest on the unpaid principal balance at the rate of 4.5% per annum_ The
said principal and interest shall be paid in the following installments an the following dates:
Monthly installments of interest only, commencing 30 days following delivery of the Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $	 , covering principal and interest, thereafter on said corresponding day
of each month, except that, the final installment shall be paid at the end of 40 years from the
date of this Bond, in the sum of the unpaid principal and interest due on the date thereof, and
except that prepayments may be made as provided hereinbelow, The consideration herefor
shall support any agreement modifying the foregoing schedule of payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made
at any, time at the option of Borrower.. Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become due under this Bond and.shall not
affect the obligation of Borrower to pay the remaining installments as scheduled herein.
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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, shall be the date of the
United States Treasury check by which the Government remits the payment to the holder.
The effective date of any prepayment retained and remitted by the Government to the holder
on an annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the
effective date of any such prepayment and the date of the Treasury check to the holder.

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

Borrower hereby certifies that it is linable 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.n.enititutionaI or statutory provision or limitation.

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

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Cornniercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the
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 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 Farmers Home Rural Development Act. This Bond
shall be subject to the present regulations of the Government and to its future regulations not
inconsistent with the express provisions hereof.
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This Bond is issued on a parity as to liens, pledge and source of and security for
payment, and in all other respects, with the Prior Bonds described in said Resolution.

IN WITNESS WHEREOF, McDOWELL COUNTY 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/Treasurer, all as of the date
hereinabove written.

McDOWEL1, COUNTY PUBLIC SERVICE DISTRICT
.(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman. Public Service Board
(Title of Executive Official)

13,0. Box I
(P. O. Box No. or Street Address) .

Coalwood. West Virginia 24824
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretatv/Treasurer. Public Service Board
(Title of Executive Official)

IA
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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:

In the presence of:
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ARTICLE IV

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

Section 4:01. Establishment gf Funds and Accounts with Depository
But The following special funds or accounts are created and established with (or continued.
if previously established by the Prior Resolutions), and shall be held by, the Depository Bank,
separate, distinct and apart from all other funds or accounts of the Depository Bank and from
each other:

Revenue Fund (established by the Prior Resolutions and continued
hereby);

Reserve Fund (established by the Prior Resolutions and continued
hereby);

Depreciation Reserve (established by the Prior Resolutions and continued
hereby); and

(4) Project Construction Account.

,5gctiQ 4.02., . Bond Proceeds.; PrQiect Construction Account. The
proceeds of the sale of the Bond shall be deposited upon receipt by the Issuer in the Project
Construction Account. The moneys in the Project Construction Account in excess of the
amount insured by FDIC shall be secured at all times by the Depository Bank by securities
or in a manner lawful for the securing of deposits of State and municipal funds under
West Virginia law. Moneys in the Project Construction Account shall be expended by the
Issuer solely for the purposes provided herein.

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

Until completion of acquisitiCl a-r *construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums_as:.shall be from time to time required to make the monthly
installments on the Bond if there-ate not sufficient Net Revenues to make such monthly
payment.

(I)

(2)

(3)
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Pending application as provided in this Section 4.02, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Innvestments.

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

5_ection 4.03. Covenants Qf II:a Issuer ag System Revenues and Funds.
So long as any of the Bonds shall be outstanding and unpaid, or until there shall have been
set apart in the Reserve Fund, a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Bonds remaining unpaid, together with interest
accrued and to accrue thereon, the Issuer further covenants with the holders of the 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
she 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 previously
modified or modified herein:

. (i) The Issuer shall first each month pay from the
moneys in the Revenue Fund all current Operating Expenses.

(ii) The Issuer shall next, on or before the due date' of
payment of each installment on the Bonds, transfer from the
Revenue Fund and remit to the National Finance Office
designated in the Bonds (or sgcl'other place as may be provided
pursuant to the Bonds), the amounts required to pay the interest
on the Bonds, and toamortize the principal of the Bonds over the
respective life of eacli.•Bond issue. All payments with respect to
principal of and interest on the Bonds shall be made on an equal
pro rata basis in accordance with the respective aggregate
principal amounts thereof outstanding and on a parity with each
other.
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(iii) The Issuer shall next, on each date that payment is
made as set forth in (ii) above, transfer from the Revenue Fund
and remit to the Depository Bank for deposit in the Reserve Fund,
1/12th of 1/10th of the amount, as of the date of calculation,
equal to the maximum aggregate amount of principal and interest
which will become due on the Bonds in any year, until the amount
in the Reserve Fund equals such maximum amount (the
"Minimum Reserve"). After the Minimum Reserve has been
accumulated in the Reserve Fund, the Issuer shall monthly deposit
into the Reserve Fund such part of the moneys remaining in the
Revenue Fund, after such provision for payment of monthly
installments on the Bonds and for payment of Operating Expenses
of the System, as shall be -required to maintain the Minimum
Reserve in the Reserve Fund. Moneys in the Reserve Fund shall
be used solely to make up any deficiency for monthly payments
of the principal of and interest on the Bonds to said National
Finance Office (or other place provided) as the same shall become
due or for prepayment of installments on the Bonds, or for
mandatory prepayment of the Bonds as hereinafter provided, and
for no other purpose, on an equal pro. ram basis in accordance
with the respective aggregate principal amounts thereof

- outstanding and on a parity with each other; provided, however,
that when the Minimum Reserve has been accumulated in .the
Reserve Fund,. all earnings of investments of moneys therein shall
at least annually be transferred to and deposited in. the Revenue
Fund.

(iv) The Issuer shall next, on. each date that payment is
made as set forth in (ii) above, transfer from the Revenue Fund
and deposit in the Depreciation Reserve, the moneys remaining
in the Revenue Fund and not permitted to be retained therein,
until there has been accumulated in the Depreciation Reserve the
aggregate sum of $375,000, and thereafter such sums as shall be
required to maintain such amount therein. Moneys in the
Depreciation Reserve shall be used first to make up any
deficiencies for monthly payraarof.principal of and interest on
the Bonds as the 'same become due, and next to restore to the
Reserve Fund any, sum or sums transferred therefrom, all on a
pro rata basis. Thereafter, and provided that payments into the
Reserve Fund are current and' in accordance with the foregoing
provisions, moneys in the Depreciation Reserve may be
withdrawn by the Issuer and used for extraordinary repairs and
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for replacements of equipment and improvements for the System,
or any part thereof.

(v) After all the. foregoing provisions for use of moneys
in the Revenue Fund have been fully complied . with, moneys
remaining therein and not permitted to be retained therein, if any
("Surplus Revenues"), may be used to prepay installments of the
Bonds, pro rata, or for any lawful purpose.

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

The Depository Bank is hereby designated as the Fiscal Agent for the
administration of the Reserve Fund and the Depreciation Reserve and all
amounts required for the Reserve Fund and the Depreciation Reserve 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 Revenue Fund, the Reserve Fund and the Depreciation Reserve shall
constitute trust funds and shall be used only for the purposes and in the order
provided herein, and until so' used, the Purchaser shall have a lien thereon for
further securing payment of. the Bonds and the interest thereon, but the
Depository Bank shall not.be a trustee as to such funds.

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

Subject to the Prior Resolutions, the Depository Bank, at the direction
of the Issuer, shall keep the moneys in the Reserve Fund and the.Depreciation
Reserve invested and reinvested to the fullest extent possible in accordance with
applicable law, and to the extent praetieble, in Qualified Investments having
maturities consonant with'the required . use thereof. Investments in any fund or
account under this Bond Legislation shall, unless otherwise provided herein or
required by law, be valued'•at.,the lower of cost or the then current market
value, or at the redemption price thereof if then redeemable at the option of the
holder, including value of accrued interest and giving effect to the amortization
of discount, or at par if such investment is held by the "consolidated fund"
managed by the West Virginia State Board of Investments. Any investment
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shall be held in and at all times deemed a part of the fund or account. in which
such moneys 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. Subject to the Prior Resolutions, earnings upon
moneys in the Reserve Fund, so long as the Minimum'Reserve is on deposit
and . maintained therein, shall be paid annually in January into the Revenue Fund
by the Depository Bank.

C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or trust company insured by FDIC as Depository Bank and Fiscal
Agent 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
Bond, provide evidence that there will be at least 205 bona fide users upon the
Project on completion, in full compliance with the requirements and conditions
of the Purchaser.

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

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

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

Section 4.04. IntVhm Construction. Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Bonds, the Issuer may issue and sell its interim construction notes in an aggregate
principal amount not to exceed $2,000,000 (the "Notes"). The Notes shall be in the form of
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a iine'of credit from a commercial bank or other lender, and the Issuer is hereby authorized
to enter into the credit agreement with such commercial bank or other lender, acceptable to
the Purchaser. The Notes shall bear interest from the date or dates, at such rate or rates,
payable on such dates and shall mature on such date or dates and be subject to such
prepayment or redemption, all as provided in the credit agreeinerit.

The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Bonds or the Grants. The Notes do not and shall not
constitute an indebtedness of the Issuer within the meaning of any constitutional or statutory
provisions. The general funds of the Issuer are not liable, and neither the full faith and credit
nor the taxing power of the Issuer, if any, is pledged for the payment of the Notes. The
Holders of the Notes shall never have the right to compel the forfeiture of any property of
the Issuer. The Notes shall not be a debt of the Issuer, nor a legal or equitable pledge,
charge, lien or. encumbrance upon any property of the Issuer or upon any of its income,
receipts or revenues except as set forth herein.

)
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GENERAL COVENANTS, ETC.

Section 5.01. general Statement. So long as the Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Reserve Fund a sum
sufficient to prepay the entire principal of the 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 Bondholder.

Section 5,02. Rates. 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 Bonds and sufficient to make the payments required herein into
the Reserve Fund and the Depreciation Reserve 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 2f

	

Systern. The System will not be sold without.thc
the prior written consent of the Purchaser so long as the Bond is outstanding. Such consent
will provide for disposition of.the proceeds of any such sale.

Section 5;04. Issuance sir Additional Parity Bonds Qr 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.

Section5.05. . InsutanQe 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 Bond remains outstanding, insurance with a
reputable insurance carrier or carriers covering the following risks and in the following
amounts:

(a) Fire, Lightning; ihilism, Malicious Mischief and
Extended Coverage :Insurance, Vibe procured upon acceptance of
any part of the Project ,from the contractor, and immediately upon
any portion of the : Systein 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 prom p tly
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arrange for the application of the insurance proceeds for the
repair or reconstruction of such damaged or destroyed portion.
The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance to
protect the interests of the Issuer during construction of the
Project in the full insurable value thereof.

(b) public Liability T,	 urancc, with l imits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury andlor
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 Bond.

(c) Vehicular PuUic Liability nsurance, 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
limits of not less than $500,000 for.one_or more persons injured
or killed in one accident to protect the Issuer from claims for
bodily injury andlor death, and not less than $200,000 to protect
the Issuer from claims for damage to property of others which
may arise from such operation of vehicles, such insurance to be
procured prior ,to acquisition or commencement of operation of
any such vehicle for the Issuer.

(d) Workers' CQmpensation Coverage for All
Employ ea.Qf lha District Eli;il^l Therefor and Performance and
Payment B(Ind, 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-&required by the laws of the State
of West Virginia.

(e) E1oQd'.:Inturance to be procured, to the extent
available at reasonable cost to the Issuer; however, if the Issuer
is located in a community which has been notified as having
special flood or mudslide prone areas, flood insurance must be
obtained.

75
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(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 an amount at least equal to the total
funds in the custody of any such person at any one time, and
initially in the amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of a representative of the Purchaser.

(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 Bond is 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 arid in such amounts as the
Purchaser may specify, with insurance carriers or bonding
companies acceptable to the Purchaser.

Section 5.06. Statutory Mon= Lim. For the further protection of the
Holder of the Bond, a statutory mortgage lien upon the System is granted and created by the
Act, which statutory mortgage lien is hereby recognized and declared to be valid and binding
and shall take effect immediately upon the delivery of the Bond and shall be on a parity with
the statutory mortgage lien: in favor of the Purchaser as Holder of the Series 1993 Bond and
Series 1995 Bond.

Section 5.07.

	

Events gf Default. Each of the following events is hereby
declared an "Event of Default":

(a) 'Failure to make payment of any monthly
amortization installment upon the Bond at the date specified for
payment thereof; and

(b) Failure duly and punctually to observe or perform
any of the covenants, conditioirriit agreements on the part of the
Issuer contained in•the Bond or herein, or violation of or failure
to observe any proyasion•of any pertinent law.

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

D
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	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.

section 5,09. Fiscal Year; Budget. While the Bond is 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
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for"the corresponding month in the next year preceding by more than
10%; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
Expenses shall be mailed immediately to the Purchaser.

Section 5.10.

	

Compensation Qf M_cmbgn Qf	 Governing EDsLy. 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 de€athe performance of or compliance with any
covenant or provision hereof.

Section 5.11. Cav rant S. Proceed and CorDpi 1e. 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/Treasurer on the date of adoption hereof,
subject to permitted changes.

"7 O
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Section 5.12,. Bks 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 giSystem. 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 Bond is outstanding.

Section 5, 14. I& 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.

')4
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ARTICLE Vi;

RATES, ETC.

Section 6,01. Initial Schedule D.f Rates gnd Charges; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on October 11, 1997, Case No. 96-
1506-PWD-CN, which Final Order is incorporated herein by reference as a part hereof.

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

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

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

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

F. The Issuer, to the extent permitted by law, will not accept payment of any
water bill from a customer served withpuater• and sewer services by the Issuer without
payment at the same time of a$4wer bill owed by such customer for the same premises.
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ARTICLE VlI

MISCELLANEOUS

Section 7.01, . Pavnt.enl L2f Bond. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Bond, the principal: of and interest due or to become
due thereon, at the times and in the manner stipulated therein and in this Bond Legislation,
then with respect to the Bond, the pledge of Net Revenues and other moneys and securities
pledged under this Bond Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Owner of the Bond, shall thereupon cease, terminate and become
void and be discharged and satisfied.

Section 7,02. M,pdifcation at Amendment. The Bond Legislation may
not be modified or amended after final passage without the prior written consent of the
Bondholder.

,Section 7.9^. Delivery Qf Ih_t Bond. The Chairman, Secretary/Treasurer
and Treasurer of the Governing Body are hereby authorized and directed to cause the Bond,
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. 5ev rability, sQf invalid Ptpvisi ns.. If any one or more of
the covenants, agreements or provisions hereof should be held contrary' to any express
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Bond.

Section 7.05. Prior Resolutions; 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,.;Weby repealed; provided that this Section shall
not be applicable to the Loan Resolution (Form FmHA 442-47).

Section 7.06. Iable Szf 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.

3I
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Section 7, 07.

	

Covenant s2f	 Due Procedure, Esc. 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 Constitutidn of :the State of West Virginia
applicable thereto; and that the Chairman, Secretary/Treasurer 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.

	

Elffective. Time.

	

This Resolution shall take effect
immediately upon its adoption.

Adopted: October 15, 1997.

7-Dar,,7-342-2g,L.
Chairman of the Public Service Board

;2
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE'DISTRICT da the 15th day of October,
1997.

Dated: October 15, 1997.

G
10/14/97
582180/94001
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $500,000
WATER REVENUE BOND, SERIES 1995, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, ON A PARITY
WITH. THE OUTSTANDING WATER REVENUE BOND,
SERIES 1993 OF THE DIS 1 RICT,TO FINANCE THE COST,
NOT OTHERWISE FROVIDED, OF ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPER'i 1ES CONSISTING OF CERTAIN IMPROVEMENTS
AND EXTENSIONS TO THE EXISTING WATERWORKS
SYSTEM OF THE DISTRICT; DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE
BOND; PROVIDING GENERALLY FOR TIE RIGHTS AND
REMEDIES AND SECURITIES OF THE HOLDER OF THE
BOND; AND PROVIDING WHEN THIS RESOLUTION
SHALL TAKE EFFECT

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

ARTICLE I

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 Virginia Code of 1931,.
as amended (the "Act"), and other applicable provisions of law. McDowell County Public
Service District (the "Issuer") is a public corporation and public service district and political
subdivision of the State of West Virginia in McDowell County of said State, duly created
pursuant to the Act by The CountGomiaission of McDowell County.

Section 1:02.

	

Findings and Determinations.

	

It is hereby found,
determined and declared: as follows:

A. The Issuer currently owns and operates a public watdrworks system and
desires to finance and acquire, construct, operate and maintain certain additional public
service properties consisting of certain improvements and extensions to such existing
waterworks facilities within the boundaries of the Issuer to be owned and operated by the
Issuer.
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B. It is deemed essential, convenient and desirable for the health, welfare,

safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain improvements to and
extensions of the existing waterworks facilities of the Issuer, consisting of new water lines
and a storage tank to replace the Issuer's existing 'water distribution systems at
Hemphill-Capels, Havaco-Wilcoe and Premier, and 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 Issuer will purchase water from
the City of Welch pursuant to a water purchase contract between the Issuer and said City.
The existing waterworks facilities of the Issuer, together with the Project and any further
additions, extensions or improvements thereto, are herein called the "System." The
acquisition and construction of the Project and the financing hereby authorized and provided
for are public purposes of the Issuer and are ordered for the purpose of meeting and serving
public convenience and necessity.

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 the costs of the
operation and maintenance of the System, the principal of and interest on the Bond (as
hereinafter defined) and all debt service, reserve fund and other payments provided for
herein.

D. The estimated maximum cost of the acquisition and construction of the
Project is $2,950,.000, of which $500,000 will be obtained from the . proceeds of sale of the
Bond herein authorized, $700,000 will be obtained from a grant from the Purchaser (as
hereinafter defined), and $750,000 will be obtained from a grant from the Appalachian
Regional Commission.

E. It is necessary for the Issuer to issue its water revenue bond in the
principal amount of $500,000 to finance a portion of the cost of such acquisition and
construction in the manner hereinafter provided. The cost of such acquisition and
construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the acquisition of any necessary property, real or personal, or
interest therein; interest on the Bond prior to, during and for six months after completion
of such construction to the extent that revenues of the System are not sufficient therefor;
engineering and legal. expenses; exepses for estimates of costs and revenues; expenses for
plans, specifications and . surveys; and such other expenses as may be necessary or incidental
to the acquisition and construction of the Project and the financing authorized hereby;
provided that, reimbursement to the Issuer for any amounts expended by it for the
repayment of indebtedness izicurred 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.
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G.

	

There are outstanding obligations of the Issuer which will rank on a
parity with the Bond as to liens, pledge and source of and security for payment, bei 	 g the
Water Revenue Bond, Series 1993, dated June 23, 1993 (the "1993 Bond"), issued in. the
original aggregate principal amount of $818,000, held. by the Purchaser. Other than the
1993 Bond, there are no other outstanding bonds or obligations of the Issuer which will rank
prior to or on a parity with the Bond as to liens, pledge and/or source of and security for
payment.

The Issuer is not in default under the terms of the 1993 Bond, the 1993
Resolution (hereinafterdefined) 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 waiver thereof.

	

-

H_ It is in the best interest of the Issuer that the Bond be sold to the
United States Department of Agriculture, Rural Economic and Community Development
(the "Purchaser"), pursuant to the terms and provisions of a Letter of Conditions dated
March. 31, 1993, and all amendments thereto, if any (collectively, the "Letter of
Conditions").

I. The Issuer hsa 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
Bond, or will have so complied prior to issuance of the Bond, including, among other things
and without limitation, the consent and approval, pursuant to the Act and other applicable
provisions of law;- of the issuance of the Bond, the acquisition and construction of the
Project and the , imposition of rates and charges by the Public Service Commission of
West Virginia by final order, the time for rehearing and appeal of which have expired or
shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In consideration
of the acceptance of the Bond 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 Bondholder, 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 Bond.

Section.'F 04.

	

Definitions. 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" means the Water Revenue Bond, Series 1995, authorized hereby.
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"1993 Bond" means the Water Revenge Bond, Series 1993, of the Issuer
described in Section 1.02G hereof.

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

	

;

"Bonds" means, collectively, the Bond and the 1993 Bond.

"Chairman" means the Chairman of the Governing Body.

"Consulting Engineer" means Stafford Consultants, Incorporated, Princeton,
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.

"Depository Bartle" means Ameribank, Inc., Welch, West Virginia, abnak, 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 each year beginning on July 1 and ending on the
succeeding 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 on which are guaranteed by, the United States of America.

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

"Issuer, " - "Borrower" or "District" means McDowell County Public Service
District, in McDowell County, West Vir 	 and includes the Governing Body.

. "Letter of Conditions" means the Letter of Conditions of the Purchaser dated
March 3T, 1993, and all ametidients thereto, if any.

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

A
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"Operating Expenses" means the current expenses, paid or accrued, of
operation and maintenance of the System and its facilities, and includes, without limiting
the generality of the foregoing, insurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System, the accumulation of
appropriate reserves for charges not anmialty 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 115th of the budgeted Operating Expenses stated above for the current
year as working capital, and language herein. requiring payment of Operating Expenses
means also retention of not to exceed such sum as working capital, provided that all
monthly amortization payments upon the Bonds and into the Reserve Fund and the
Depreciation Reserve have been made to the last monthly payment date prior to the date of
such retention.

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

"Purchaser" or "Government" means the United States Department of
Agriculture, Rural Economic and Community Development, and any successor thereof,
acting for and on behalf of the United States of America.

"Qualified Investments" means and includes any of the following:

(a)

	

Government Obligations;

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

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

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

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

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

(g) Repurchase agreements, fully secured by investments of the types
described in paragraphs (a) through (e) above, with banks or national banking.

associations which are members of FDIC or with government bond dealers
recognized as primary dealers by the Federal Reserve Bank of New York,
provided, that, said investments securing said repurchase agreements either
must mature as nearly as practicable coincident with the maturity of said
repurchase agreements or must be replaced or increased so that the market
value thereof is always at least equal to the principal amount of said
repurchase agreements, and provided further that the holder of such
repurchase agreement shall have a prior perfected security interest in the
collateral therefor, must have (or its agent must have) possession of such
collateral, and such collateral must be free, of all claims by third parties;

(Ii) The West Virginia "consolidated fund" managed by the
West Virginia'State Board of Investments pursuant to Chapter 12, Article 6 of
the West Virginia Code of 1931, as amended; and

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

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

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

"1993 Resolution" means the resolution of the Issuer adopted June 23, 1993,
authorizing the 1993 Bond. '

"Resolutions" means, collectively, the 1993 Resolution , and the Bond
Legislation.

A
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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 all parts thereof, all as calculated in accordance with sound
accounting practices.

"Secretary" means the Secretary of the Governing Body.

"System" means the waterworks of the Issuer as improved, extended, enlarged
and expanded by the Project, and includes the complete waterworks system of the Issuer and
all waterworks facilities owned by the Issuer and all facilities and . other property of every
nature, real or personal, now or hereafter owned, held or used in connection with the
waterworks system; and shall also include any and all additions, extensions, improvements,
properties or other facilities at any time acquired or constructed for the waterworks system
of the Issuer.

"Tap Fees" means the fees, if any, paid by prospective customers of the
System hi order to connect thereto.

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

,..a,-	 '.,°..
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ARTICLE II

AUTHORIZATION OF ACQUISMON AND
CONSTRUCTION OF TEE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Protect. There is hereby authorized the acquisition and construction of the Project, at an
estimated cost of $1,950,000, 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 proceeds of the Bond hereby authorized shall be applied as provided in
Article IV hereof.

jn)
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ARTICLE M

AUTHORIZATION, TERMS, I ELUTION,
REGISTRATION AND "ISSUE OF BOND

Section 3.01. Authorization of Bond. Subject and pursuant to the
provisions of the Bond Legislation, the Bond of the Issuer, to be known as "Water Revenue
Bond, Series 1995," is hereby authorized to, be issued in the principal amount of not
exceeding 5500,000 for the purpose of financing a portion of the cost of the acquisition and
construction of the Project.

Section 3.02. Description of Bond. The Bond shall be issued as a single,
fully registered Bond, numbered R-l, and shall be dated the date of delivery thereof. The
Bond shall bear interest from the date of delivery, payable monthly at the rate of 4.50%
per annum, and shall be sold for the par value thereof.

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

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Bond 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 Bond, and the
right to principal of and stated interest on the Bond, may only be transferred by transfer of
the registration thereof upon the . books required to be kept pursuant to Section 3.04 hereof,
by the party in whose name it is registered, in person or by attorney duly authorized in
writing, upon surrender of the Bond for cancellation, accompanied by delivery of a written
instrument of transfer, duly executed in a form acceptable to the Registrar.

Whenever the Bond shall be surrendered for registration of transfer, the Issuer
shah, 'execute and deliver a new Bond or Bonds in authorized denominations, for a like
aggregate principal amount. The 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
Registrar with respect to such transfer.

No registration of transfer of the Bond shall be permitted to be made after the
15th day next preceding any intallment payment date on the Bond.

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

The Registrar shall accept the Bond for registration or transfer only if
ownership thereof is to be registered in the name of the Purchaser, an individual (including
joint ownership), a . corpora.tion, a partnership or a trust, and only upon receipt of the social
security number of each individual, the federal employer identification number of each
corporation or partnership or the social security numbers of the senior and beneficiaries of
each trust and the federal employer identification number and date of each trust and the
name of the trustee of each trust and/or such other identifying number and information as
may be required by law. The Bond shall initially be fully registered as to both principal and
interest in the name of the United States of America. So long as the Bond 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 Federal Building, Room 320, 75 High Street,
Morgantown, West Virginia 26505-7500, or such other address as shall be stated in writing
to the Issuer by the United States of America.

Section 3.05. Execution of Bond. The Bond 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 Bond shall, cease to be such officer of the Issuer before the Bond so signed and
sealed have been actually sold and delivered, such Bond may nevertheless be sold and
delivered as herein provided and may be issued as if the person who signed or sealed such
Bond had not ceased to hold such office. Any Bond may be signed and sealed on behalf
of the Issuer by such' person as at the actual time of the execution of such Bond shall hold
the proper office in the Issuer, although at the date of such Bond such person may not have
held such office or may not have been so authorized.

Section 3.06. Bonds, Mutilated, Destroyed, ;Stolen or Lost. In case the
Bond 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 Bond so mutilated, destroyed, stolen or
lost, in exchange and substitution for such mutilated Bond or in lieu of and substitution for
the Bond 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 Bond so surrendered shall be canceled and held for the account
of the Issuer. If the Bond shallhave- 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 thereiif:

Section 3.07, '" Bond Secured la Pledge of Net Revenues. The payment
of the debt service of the Bond shall be secured forthwith by a first.lien on the Net
Revenues derived from the System on a parity with the 1993 Bond, in addition to the
statutory mortgage lien on the System hereinafter provided for as to the Bonds. The Net
Revenues derived from the System in an amount sufficient to pay the principal of and

sn
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interest on the Bond, and to make the payments as hereinafter provided, are hereby
irrevocably pledged to the payment of the principal of and interest on the Bond as the same
become due, all on a parity with the 1993 Bond.

Section 3.08. Form of Bond. Subject. to the provisions hereof, the text
of the Bond 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 after the date 'of adoption hereof and prior to the issuance thereof:

C`
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(FORM OF BOND)

McDOWELLCOUNTY PUBLICSERVICE DISTRICT

WATER REVENUE BOND, SERIES 1995

$500,000

No. R-i

	

Date: September 26, 1995

FOR VALUE RECEIVED, McDOWELL COUNTY 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 FIVE HUNDRED THOUSAND DOLLARS
($500,000), plus interest an the unpaid principal balance at the rate of 4.50% 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 $2,295, 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 agieement 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

	

effective date of the payment and then to principal.

Prcpaymdiats of scheduled installments, or any portion thereof, may be made
at any time at the optibn 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.

11
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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 retaived
and remitted by the Government on an annual installment duc date basis, shall be the date
of the United States Treasury check by which the Government remits the payment to the
holder. The effective date of any prepayment retained and remitted by the Government to
the holder on an annual installment due date basis shall be the date of the prepayment by
Borrower and the Government will pay the interest to which the holder is entitled accruing
between the effective date of any such prepayment and the date of the Treasury check to the
holder.

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

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

This Bond, 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 therm have been first paid from such revenues the reasonable current costs of
operation and maintenance of the Systetzi. This Bond does not in any manner constitute an
indebtedness of the Borrower wit the meaning of any constitutional or statutory provision
or limitation.

Registratidit •Of.tiiis 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 Registrar, but only in the manner, subject to the limitations and upon payment
of the rharges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
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denorriination or denominations, for the like principal ataornt, 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
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 Borrower
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 Farmers -Home Rural Development Act. This

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

1 .1



This Bond is issued on a parity as to liens, pledge and source of and security
for payment, and in all other respects, with the 1993 Bond described in said Resolution.

IN WITNESS WHEREOF, McDOWELL COUNTY 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.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT 	
(Name of Borrower)

[CORPORA'I'h SEAL]

(Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official)

P.O. Box J
(P. O. Box No. or Street Address)

Coaiwood, West Virginia 24824
(City, Stare and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary, Public Service Board
(Tide of Executive Official)



(Form of)

RECORD OF ADVANCES

AMOUNT

	

DATE
AMOUNT DATE

I)
8

	

S
2 S

9
3 S

10

	

$
4, S

11
S

12 $
6) S

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
, 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:	

In the presence of:

17



ARTICLE IV

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

Section 4.01. Establishment of Funds and Accounts with Depository
Bank. The following special funds or accounts are created and established with (or
continued if previously established by the 1993 Resolution), and shall be held by the
Depository Bank, separate, distinct and apart from all other funds or accounts of the
Depository Bank and from each other:

(1) Revenue Fund (established by the 1993 Resolution and continued
hereby);

(2) Reserve Fund (established by the 1993 Resolution and continued
hereby);

(3) Depreciation Reserve (established by the 1993 Resolution and continued
hereby); and

(4) Project Construction Account.

Section 4.02, Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Bond shall be deposited upon receipt by the Issuer in the Project
Construction Account. The moneys in the project Construction Account in excess of the
amount insured by FDIC shall be secured at all times by the Depository Bank by securities
or in a manner lawful foir the securing of deposits of State and municipal funds under
West Virginia law. Moneys in the Project Construction Account shall be expended by the
Issuer solely for the purposes provided herein.

Moneys in the Project Construction Account sha11 be used solely to pay the
cost of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as'.shall be from time to time required to make the monthly
installments on the Band 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
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.



0

0

0

0

9

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

Section 4.03. Covenants of the Issuer as to System Revenues and Funds.
So long as any of the Bonds shalt be outstanding and unpaid, or until there shall have been
set apart in the Reserve. Fund, a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Bonds remaining unpaid, together with interest
accrued and to accrue thereon, , the Issuer further covenants with the holders of the 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. DISPOS1'1ION 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 Section 4.03B of the 1993 Resolution
not otherwise modified herein:

(i) The Issuer shall first each month pay from the
moneys in the Revenue Fund all current Operating Expenses.

(ii) The Issuer shall next, each month, on or before the
due date of payment of each installment on the Bonds, transfer
from the Revenue Fund and remit to the National Finance Office
designated in the Bonds (or such other place as may be provided
purse.	 nt to the Bonds), the amounts required to pay the interest
on the Bonds, and to amortize the principal of the Bonds over
the respective lives of each Bond issue. All payments with
respect to principalfand 'interest on the Bonds shall be made
on an, equal pro rata basis in accordance with the respective
agg, egate . principal amounts thereof outstanding and on a parity
with each " other.

(iii) ' The Issuer shall next, each month, on each date that
payment is made as set forth in (ii) above, transfer from the
Revenue Fund and remit to the Depository Bank for deposit in
the Reserve Fund, 1/12th of 1/10th of the aMourlt, as of the date
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of calculation, equal to the maximum aggregate amount bf
principal and interest becoming due on the Bonds in any year,
until the amount in the Reserve Fund equals such maxinanm
amount (the "Minimum Reserve"). After the Minimum Reserve
has been accumulated in the Reserve Frith(, the Issuer shall
monthly deposit into the Reserve Fund such part of the moneys
remaining in the Revenue Fund, after such provision for payment
of monthly installments on the Bonds and for payment of
Operating Expenses of the System, as shall be required to
maintain the Minimum Reserve in the Reserve Fund. Moneys
in the Reserve Fund shall be used solely to make up any
deficiency for monthly payments of the principal of and interest
on the Bonds to said National Finance Office (or other place
provided) as the same shall become due or for prepayment of
installments on the Bonds, or for mandatory prepayment of the
Bonds as hereinafter provided, and for no other purpose, on an
equal. pro rata basis in accordance with the respective aggregate
principal amounts thereof outstanding and on a parity with each
other; provided, however, that when the Minimum Reserve has
been accumulated in the Reserve Fund, all earnings of
_investments of moneys . therein shall at least annually be
transferred to and deposited in the Revenue Fund.

(iv) The Issuer shall next, each month, on each date that
payment' is made as set forth in (ii) above, transfer from the
Revenue Fund and deposit in the Depreciation Reserve, the
moneys. remaining in the Revenue Fund and not permitted to be
retained therein, until there has been accumulated in the
Depreciation Reserve the aggregate sum of $265,500, and
thereafter such sums as shall be required to maintain such
amount therein. Moneys in the Depreciation Reserve shall be
used first to make up any deficiencies for monthly payments of
principal of and interest on the Bonds as the same become due,
and next to restore to the Reserve Fund. any sum or sums
transferred therefrom, all on a pro rata basis, Thereafter, and
provided that paymen ta, the Reserve Fund are current and in
accordance with the foregoing provisions, moneys in the
DepreciatioatReserve may be withdrawn by the Issuer and used
for extraordinary repairs and for replacements of equipment and
improvements for the System, or any part thereof.

(v) After all the foregoing provisions for use of moneys
in the Revenue Fund have been fully complied with, moneys
remaining therein and not permitted to be retained therein, if any

-ea
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("Surplus Revenues"), may be used to prepay installments of the
Bonds, pro rata, or for any lawful purpose.

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

The Depository Bank is.hereby designated as the Fiscal Agent for the
administration of the Reserve Fund and the Depreciation Reserve herein
provided, and all amounts required for the Reserve Fund and the Depreciation
Reserve 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 Revenue Fund, the Reserve Fund and the Depreciation Reserve
shall constitute trust funds and shall be used only for the purposes and in the
order provided herein, and 1mt;l so used, the Purchaser shall have a lien
thereon for further securing payment of the Bonds and the interest thereon, but
the Depository Bank shall not be a trustee as to such funds.

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

Subject to the 1993 Resolution, the Depository Bank, at the direction
of the Issuer, shall keep the moneys in the Reserve Fund and the Depreciation
Reserve 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
fund or account under this Bond Legislation shalt, 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: erne
"consolidated fund" managed by the West Virginia State Board of Investments.
Any investment shall be held in and at all times deemed a part of the fund or
account in which such moneys were originally held, and interest accruing
thereon and any 'profit or loss realized from such investment shall be credited
or charged to the appropriate fund or account. Subject to the 1993.Resolution,
earnings upon moneys in the Reserve Fund, so long as the Minimum Reserve
is on deposit and maintained therein, shall be paid annnaly in January into the
Revenue Fund by the Depository Bank.

•Y 1
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C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or trust company insured by FDIC as Depository Bank and
Fiscal Agent 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
Bond, provide evidence that there will be at least 313 bona fide full-time users
upon the Project on completion, in full compliance with the requirements and
conditions of the Purchaser.

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

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

G. REMITTANCES. AU remittances made by the Issuer to the
Depository Bank 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.
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Reserve Fund a sum
sufficient to prepay the entire principal of the 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 Bondholder.

Section 5.02. Rates. 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 Revenue's
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
annual debt service on the Bonds and sufficient to make the payments required herein into
the Reserve Fund and the Depreciation Reserve 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. The System will not be sold without
the prior written consent of the Purchaser so long as the Bond is outstanding. Such consent
will provide for disposition of the proceeds of any such sale.

. Section 5.0& 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.

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

(a) Fire, Lightiun Vandalism, Malicious Mischief and Extended
Coverage Insurance, to be procured upon acceptance of any part of the Project
from the contractor,, and immediately upon any portion of the System now in
use, on all above -ground .structures of the System and mechanical and

• electrical equipment in place or stored on the site in an amount equal to the
full insurable value thereof. In the event of any damage to•or destruction of
any portion of the System, the Issuer will promptly arrange for the application
of the insurance proceeds for the repair or reconstruction of such rlarnaged or

-ya
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destroyed portion. The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance to protect the
interests of the Issuer during construction of the Project in the full insurable
value thereof.

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

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

(d) Workers', Compensation Coverage for All Employees of the
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 Bond's'"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 an
amount at least equal to the total funds in the custody of any such person at
any one time, and initially in the amount of $50,000 upon the treasurer,
provided, however, that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks thereon require
the signature of a representative of the Purchaser.

24.
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(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 Bond is outstanding, the issuer will carry insurance and bonds or
cause insurance and bonds to be carried for the protection of the Issuer, and
during such construction will require each contractor and subcontractor to
carry insurance, of such types and in such amounts as the Purchaser may
specify, with insurance carriers or bonding companies acceptable to the
Purchaser.

Section 5.06. Statutory Mortgage Lien. For the further protection of the
Holder of the Bond, a statutory mortgage lien upon the System is granted and created by
the Act, which statutory mortgage lien is hereby recognized and declared to be valid and
binding and shall take effect immediately upon the delivery of the Bond and shall be on a
parity with the statutory mortgage lien in favor of the Holder of the 1993 Bond.

Section 5.07.

	

Events of	 Default. Each of the following events is hereby
declared an "Event of Default":

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

(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
Bond or herein, of .violation of or failure to observe any provision of any
pertinent law'.

.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, ar 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 aff airs 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 ands ,redeive all revenues and apply the same in such manner as the
court may direct.

Section 5.09. Fiscal Year; Budget. While the Bond is outstanding and
unpaid and to the extent not now prohibited by law, the System shall be operated and
rnaintain_ed on a Fiscal Year basis commencing on July 1 of each year and ending on the

25.
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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. Copier 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 constitute compliance with the covenant to adopt an Annual Budget unless failure to
adopt an Anneal 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. I1. Covenant to Proceed and Conmlete. The Issuer hereby
covenants to proceed as promptly as possible with the acquisition and constriction 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 Issuershalt, 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 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 Bond is outstanding.
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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 wirhiri the territory served by the System.
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ARTICLE VI

RATES, ETC.

Section 6.0 I.,. Initial Schedule of Rates and Cha`. Qes; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall . be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on March 16, 1995 and deemed final
on April 4, L995 (Case No. 93-0958-PWD-CN), which Final Order is incorporated herein
by reference as a part hereof.

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

C. All delinquent fees, rates and charges for services or facilities of the
System shall be liens on the premises served of equal degree, rank and priority with the lien
on such premises of state, county, school and municipal taxes, as provided in the Act. The

Issuer shall have all remedies and powers provided under the Act and other applicable
provisions of law with regard to the collection and enforcement of such fees, rates and
charges.

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

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

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

28:
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Section7.07. Covenant of Due Procedure, Etc. The Lssuer covenants
that all acts, conditions, things and procedures required to exist, co ha ppen. 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 rhk 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.

Member

09/24/95
MCPSD7.A3
582180/93001

Adopted: September 26, 1995.

Y	 ./^' a.tL
Member 0

30.
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUThORIZING THE ISSUANCE O '$818,000
WATER REVENUE BOND, SERIES 1993, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, ,TO FINANCE
ACQUISITION AND CONSTRUCTION OF CERTAIN PUBLIC
SERVICE PROPERTIES CONSISTING OF IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS. SYSTEM AND
ALL APPURTENANT FACILITIES IN THE DISTRICT;
DEFINING AND PRESCRIBING THE TERMS AND PROVISIONS
OF THE BOND; PROVIDING GENERALLY FOR THE RIGHTS
AND REMEDIES AND SECURITIES OF THE HOLDER. OF THE
BOND; AND PROVIDING WHEN THIS RESOLUTION SHALL
TAKE EFFECT.

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

ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section L.01. Authority for This Resolution. This
Resolution is adopted pursuant co the provisions of Chapter 16,
Article 13A of the West Virginia Code of 1931, as amended (the "Act"),
and other applicable provisions of law. McDowell . County Public
Service District (the "Issuer") is a public corporation and public
service district and political subdivision of the State of
West Virginia in McDowell County of said State, duly created pursuant
to the Act by The County Commission of McDowell County.

Section 1,02. Findings and Determinations. .

	

It is hereby
found, determined and declared as'°f3l lows

A. The Issuer:'how has a public waterworks system and
desires to finance and'acttuire, construct, operate and maintain
certain additional public service properties consisting of
improvements and extension's to such existing waterworks facilities
with all appurtenant facilities, within the boundaries of the Issuer
co be owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for
the health, welfare, safety, advantage and convenience of the
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consisting of approximately 34,000 lineal feet of distribution lines,
a 100,000 gallon storage tank, a 115-gallon per minute production and
treatment plant, valves, hydrants and meters at 0o alwood, and
approximately 24 .,750 lineal feet of distribution lines, a
100,000 gallon storage tank, an 84-gallon per minute production and
treatment plant, valves, hydrants and meters at Caretta, and 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, extensions or improvements
thereto, are herein called the "System." The acquisition and
construction of the Project and the financing hereby authorized and
provided for are public purposes of the Issuer and are ordered for the
purpose of meeting and serving public convenience and necessity.

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 the costs of the operation and maintenance of
the System, the principal of and interest on the Bond (as hereinafter
defined) and all debt service, reserve fund and ocher payments
provided for herein.

D. The es'cimated maximum cost of the acquisition and
construction of the . Project is $3,365,800 of which $818.000 will be
obtained from the proceeds of sale of the Bond herein authorized,
$997',800 from a grant by the Purchaser (as hereinafter defined),
$750,000 from a grant by the Department of Housing and Urban
Development (Small Cities Block Grant through the State of
West Virginia), and $800,000 from a grant by the Economic Development
authority.

E, It is necessary for the Issuer to issue its revenue
bond in the principal amount of $818,000 to finance a portion of the
cost of such acquisition and construction in the manner hereinafter
provided. The cost of such acghrsition and construction shall be
deemed co include, wichouc being limited to, the acquisition and
construction of the Project: the acquisition of any necessary
property, real or personal:,'•or,interest therein: interest on the Bond
prior to, during and for six• months after completion of „ such

construction co the extent that revenues of the System are not
sufficient therefor; engineering and legal expenses: expenses for
estimates of costs and revenues: expenses for plans. specifications
and surveys; and such ocher expenses as may be necessary or incidental
to the acquisition and construction of-the Project and the financing
- -F.nri earl hereby: provided t^ao. reimbursement to t: e Issuer for any



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 'no outstanding bonds or obligations of the

Issuer which will rank prior co or on a parity with the Bond as to
lien, pledge and/or source of and security for payment.

H. It is in the best interest of the Issuer that the Bond
be sold to the United States Department of Agriculture, Farmers Home
Administration (the "Purchaser"), pursuant to the terms and provisions
of a Letter of Conditions dated April 21, 1992, and all amendments
thereto, if any (collectively, the "Letter of Conditions").

I.. 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 Bond, or will have so complied prior to issuance of the Bond,
including, among other things and without limitation, the consent and
approval, pursuant to the Act and other applicable provisions of law,

of the issuance of . the Bond, the acquisition and construction of the:
Project and the imposition of races and charges by 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 Letislacion Constitutes Contract. In
consideration of the acceptance of the Bond by chose who shall be the
registered owner of the same from time to time, this Resolution (the

"Bond Legislation") shall be deemed co be and shall constitute a

contract between the Issuer and such Bondholder, and the covenants and
agreements sec forth herein co be performed by the Issuer shall be for

the benefit, protection and security , , of the registered owner of the

Bond.

Section 1.04. Definitions, . The following terms shall have

the following meanings Herein unless the text otherwise expressly

requires:

"Act" means Chapter 16, Article 13A o= the West Virginia

Code of 1931, as amended.

"Bond" or "Bonds" means the water Revenue Bond. Series 199.3,

authorized hereby.



"Bond Legislation" or "Resolution" means this Resolution and
all resolutions supplemental hereto and amendatory hereof.

"Chairman" means the Chairman of the Governing Body,

"Consulting Engineer" means Stafford Consultants,
Incorporated, Princeton, 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.

"Depository Bank" means Ameribank, N.A., War, West Virginia,
.a bank or trust company which is a member of FDLC (herein defined),
and its successors and assigns.

"Facilities" or "waterworks facilities" means all the
tangible properties of the System and also any tangible pro p erties
which may hereafter be added co 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 each year beginning on July 1 and ending
on the succeeding June 30.

. Issuer.
"Governing°.Bodv" means the Public Service Board of the

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

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

"Issuer," "Borrower" or "District" means :icDowell County
Public Service District. in H e weLl County, West Virginia, and
includes the Governing 'Bb¢y.

"Letter of Condi•cions" means. collectively, the Latter of
Conditions of the Purchaser daced•April 21, 1992, and all amendments
thereto, if any.

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

as defined below.
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"Operating Expenses' means the current expenses, paid or
accrued, of operation and maintenance of the System and its
facilities, and includes, without Limiting the ' generality of the
foregoing, insurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System.
the accumulation of appropriate reserves for charges not annually
recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally
and regularly included under recognized accounting principles and.
retention of a sum not to exceed 1/6th of the budgeted Operating
Expenses stated above for the current year as working ca p ital, 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 Bond and into the Reserve
Fund and Depreciation Reserve have been made to the last monthly
payment date prior to the date of such retention.

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

"Purchaser" or "Government" means United States Department
of Agriculture, Farmers Home Administration, and any successor
thereof.

"Qualified•`'Investments means and includes any of the
following:

(a) Government Obligations;

(b) Government Obligations which have been
stripped of their =matured 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) Bond. 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; E:sport-Import Bank of the
United States: Federal Land Banks; Government
national ;Iortsage Association; Tennessee Valley
Authority; or 'eashin gton Metro poLitan Area
Transit Authority;

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

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

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

(g) ' Repurchase agreements, fully secured by
investments of the types described in paragraphs
(a) through (e) above, with banks or national
banking associations which are members of FDIC or
with government bond dealers recognized as
primary dealers by the Federal Reserve Bank of
New York, provided, that said investments
securing said repurchase agreements either must
mature ' as nearly as practicable coincident with
the maturity of said-nrchas.e agreements or
must be replaced or increased so that the market
value thereof is always , at least equal to the
principal amounc:of said repurchase agreements.
and provided rdrthr 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 parries;
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(h) The West Virginia "consolidated fund"
managed by the West Virginia State Board of
Investments pursuant to Chapter 12, Article 6 of
the West Virginia Code of 1931, as amended; and

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

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

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

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

"Secretary" :-means the Secretary of the Governing Body.

"System". means the waterworks o'f the Issuer as improved,
extended, enlarged' and expanded by the Project, and includes the
complete waterworks system of the Issuer and all waterworks facilities
owned by the Issuer and all facilities and other property of every
nature, real or personal, now or hereafter owned, held or used in
connection with the waterworks system; and shall also include any and
all additions, extensions, improvements, properties or other
facilities at any time acquired or constructed for the .waterworks
system of the Issuer.

"Tap Fees" means the fees,.if any, paid by prospective
customers of the System in order

	

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 of the Bond or any certificate or other
document by the Chairman shall mean that such Bond, certificate or
other document may be executed by an Acting Chairman.

7.
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ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acouisition and Construction
of the Proiect. There is hereby authorized the acquisition and
construction of the Project, at an estimated cost of $3,365,800, in
accordance with the plans and specifications which have been prepared
by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Bond hereby authorized shall be
applied as provided in Article IV hereof.
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ARTICLE III_

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3.01. Authorization of Bond. Subject and pursuant
to the provisions of the Bond Legislation, the Bond of the Issuer, to
be known as "Water Revenue Bond, Series 1993," is hereby authorized to
be issued in the aggregate principal amount of not exceeding 5818,000
for the purpose of financing a portion of the cost of the acquisition
and construction of the Project.

Section 3.02. Description of Bond. The Bond shall be
issued in single form, numbered R-1, only as a fully registered Bond,
and shall be dated the data of delivery thereof. The Bond shall bear
interest from the date of delivery, payable monthly at the rate of 5%
per annum, and shall be sold for the par value thereof.

The Bond shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and

• shall be payable as provided in the Bond form hereinafter set forth.

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

Whenever the Bond shall be. surrendered for registration of
transfer, the Issuer shall execu eereaAd deliver a new Bond or Bonds in
authorized denominations., for a like aggregate principal amount. The
Registrar shall require e payment ,by the new owner requesting such
transfer of any tax-or other governmental charge required to be paid
with respect to such trans'f'er, but the Issuer shall pay any ocher
expenses incurred by the Registrar with respect to such transfer.

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

The Registrar shall accept the Bond for registration or
transfer only if ownership thereof is co be registered in the name of
the Government, an individual (including joint ownership), a
corporation, a partnership or a trust,•and only upon receipt of the
social security number of each individual, .the federal employer
identification number of each corporation or partnership or the social
security numbers of the setclor and beneficiaries of each trust and
the federal employer identification number and dace of each crust and
the name of the trustee of each crust and/or such ocher identifying
number and information as may be required by law. The Bond ' shall
initially be fully registered as to both principal and interest in the
name of the United States of America, Farmers Home Administration. So
long as the Bond shall be registered in the name of the United States
of America, Farmers Home Administration, the address of the
United States of America, Farmers Home Administration, for'
registration purpose 's; shall be Federal Building, Room 320, 75 High
Street, Morgantown,, West Virginia 26505-7500, or such ocher address
as shall be stated.ir writing to the Issuer by the United States of
America, Farmers Home Administration.

Section 3.05. Execution of Bond. The Bond 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 :rho shall have signed or sealed the
Bond shall cease to be such officer of the Issuer before the Bond so
signed and sealed have been actually sold and delivered, such Bond may
nevertheless be sold and delivered „as herein provided and may be
issued as if the person . '. ,rho s igiiear s Baled .such Bond had not ceased
to hold such office. AnyBond may be signed and sealed on behalf of
the Issuer by such person,:as at the actual time of the execution of
such Bond shall hold the p'•roper•office in the Issuer, although at the
date of such Bond such person may not have held such office or may not

have been so authorized.

Section 3.06. Bonds 1utilated, Destroyed, Stolen or Lost.
In case the Bond shall become mutilated or be destroyed, stolen or
lost, the Issuer may in its discretion issue and deliver a new Bond of
,+r._

	

.,e rho Rend so mutilated, destro ye d, stolen or lost, in
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substitution for the Bond 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 Bond so surrendered shall be canceled and
held for the account of the Issuer. If the Bond'shall have matured or
be about co mature, instead of issuing a substitute Bond the Issuer
may pay the same, and, if such Bond be destroyed, stolen or lost,
without surrender thereof.

Section 3,07. Bond Secured by Pledge of Net Revenues. The
payment of the debt service of the Bond shall be secured forthwith by
a first lien on the Net Revenues derived from the System, in addition
to the statutory mortgage lien on the System hereinafter provided:
The Net Revenues derived from the System in an amount sufficient to
pay the principal of and interest on the Bond, and to make the
payments as hereinafter provided, are hereby irrevocably pledged to
the payment of the principal of and interest on the Bond as the same
become due =.

Section 3.08. Form of Bond. Subject to the provisions
hereof, the text of the Bond 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 after the date of adoption hereof and prior co the
issuance thereof:

0
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1993

$818,000

No. R-l

	

Date:

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE DISTRICT
(herein called "Borrower") promises to pay co the order of the United
States of America, Farmers Home Administration (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 EIGHT HUNDRED
EIGHTEEN THOUSAND DOLLARS ($818,0GO), plus interest on the unpaid
principal balance at the rate of 5% per annum. The said principal and
interest shall be paid in the following installments on the following
dates: Monthly installments of interest only, commencing 30 days
following delivery of , the Bond . and continuing on the corresponding day
of each month for the first 24 months after the date hereof, and
$4,017, covering principal and interest, thereafter on said
corresponding day o.f • each month ., except chat 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 f"its actual date as shown on the
Record of Advances attached hereto as a pare hereof.

Every payment 'tn.ade on any indebtedness evidenced by this
Bond shall be applied first co - interest computed to the effective date
of the payment and then coprincipal.

Prepayments of scheduled installments, or any portion
thereof, may be made at any time at the opcior, of Borrower. Refunds
and extra payments, as defined in the regulations of the Farmers Home
.+a..,;ri erT'a'1 on according to the source of funds involved, shall, after
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under this Bond and shall not affect the obligation of Borrower to pay
the remaining installments as scheduled herein.

0
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If the Government at any time assigns this Botid and insures
the payment thereof, Borrower shall continue co make payments to the
Government as collection agent for the holder.

While this Bond is held by an insured lender, pre p ayments as
above authorized made by Borrower may, at the op cion 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 dace basis, shall be the dace of the
United States Treasury check by which the Government remits the
payment to the.holder. Theeffeccive date of any prepayment retained
and remitted by the Government co 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
'dace 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 races and terms in..s}^i. hear ics ' community for loans for
similar purposes and.per•:ods of time.

This Bond, together with any additional bonds.ranking on a

parity herewith which may be ' 'i'ssued. 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 co be derived from the o p eration
of the System after there have been first paid from such revenues the
reasonable current costs or operation and maintenance of the System.
Thi e Bond does not in any manner coned :wee an indebtedness of the
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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 Registrar, but only in
the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined 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 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 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
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 co repay the Government.

This Bond is given as evidence of a loan to Borrower made or
insured by the Government pursuant co the Consolidated Farmers Home
Rural Development Act. This Bond shall be subject to the present
regulations of the Farmers Home Administration and to its future
regulations not inconsistent with the express provisions hereof.
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IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE DISTRICT
has caused this Bond to be executed by its Chairman and ics cor porace
seal to be hereunto affixed or imprinted hereon and attested by its
Secretary, all as of the date hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT
{Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official)

P.O.	 Sox	 8
(P. O. Box No. or Street Address)

War, Vest Virginia	 24892
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary' , Public Service Board 	
(Title of Executive Official)
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(Form of)

RECORD OF ADVANCES

AMOUNT	 DATE	 AMOUNT	 DATE

(1)	 S	 (6)	 $

(2)	 S

	

(7)

	

S

(8)

TOTAL

	

$

0

0

D
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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 co transfer

the said Bond on the books kept for registration of the within Bond
of the said Issuer with full power of substitution in the premises_

Dated:	

In the presence of: %..•
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ARTICLE IV

.

	

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

Section 4.01. Establishment of Funds , and, Accounts with
Depository Bank. The following special funds or accounts are created
and established with, and shall be held by, the Depositor? Bank,.
separate, distinct and apart from all other funds or accounts of the
Depository Bank and from each ocher:

(1) Revenue Fund;

(2) Reserve Fund;

(3) Depreciation Reserve; and

(4) Project Construction Account.

Section 4.02. Bond Proceeds; Proiect Construction Account.
The proceeds of the sale of the Bond shall be deposited upon receipt
by the Issuer in the Project Construction Account. The moneys in the
Project Construction Account in excess of the amount insured by FDIC.
shall be secured at all times by the Depository Bank by securities or
in a manner Lawful for the securing of deposits of State and municipal
funds under West Virginia law. Moneys in the Project Construction
Account shall be expended by the Issuer solely for the purposes
provided herein.

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

Until completion of ac quisition and construction of the
Project, the Issuer will additionally transfer from the Project
Construction Account and pay to•* !' 'Purchaser on or before the due
data, such sums as shaL1 , ,be from time co time required to make the
monthly installments onEhe ,Bond.if there are not sufficient ;;et
Revenues to make such monthly payment.

Fending application as provided in this Section 4.C2, -money

and funds in the Project Construction Account shall be invested and
reinvested at the direction of the Issuer. co the extent possible in
accordance with applicable law. in Qualified Investments.

--_	 r.nn =nr eeeccruction of the Project has been
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payment has been made, any balance remaining in the Project
Construction Account shall be disposed of in accordance with the
regulations of the Purchaser.

Section 4.03. Covenants of the tssuer'as to System Revenues
and Funds. So long as the Bond shall be outstanding and un paid, or
until there shall have been set apart in the Reserve Fund, a sum
sufficient co pay, when due or at the earliest practical prepayment
date, the entire principal of the Bond remaining unpaid. together with
interest accrued and to accrue thereon, the Issuer further covenants
with the holder of the Bond 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 herein and
shall be kept separate and distinct from all ocher funds of
the Issuer and the Depository Bank and used only for the
purposes and in the manner provided herein.

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:

(i) The Issuer shall first each month pay
from the moneys in the Revenue Fund all current
Operating Expenses.

issue.

(iii) The issuer shall next, on each date
that payment is made as-sec forth in (ii) above,
transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Reserve Fund,
L/12th of 1/10th of the amount, as of the date of
calculation, e qual to the maximum amount of
principal and interest which will become due on

' - •-

	

nn =r eeei 1 the amount in the

(ii) The Issuer shall next, on or before the
due date of payment of each installment on the
Bond, transfer from the Revenue Fund and remit to
the National Finance Office designated in the
Bond (or such ocher place as may be provided
pursuant to the Bond), the amount required to pay
the interest on the Bond,, and to amortize the
principal of the Bbnd`Vt ' the -Life of the Bond
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"Minimum Reserve"). After the Minimum Reserve
has been . accumulated in the Reserve Fund, the
Issuer shall monthly deposit into the' Reserve
Fund such part of the moneys remaining in the
Revenue Fund, after such provision for payment of
monthly installments on the Bond and for payment
of Operating Expenses of the System, as shall be
required to maintain the Minimum Reserve in the
Reserve Fund. Moneys in the Reserve Fund shall
be used solely to make up any deficiency for
monthly payments of the principal of and interest
on the Bond to said National Finance Office (or
other place provided) as the same shall become
due or for prepayment of installments on the
Bond, or for mandatory prepayment of the Bond as
hereinafter provided, and for no other purpose;
provided, however, chat when the Minimum Reserve
has been accumulated in the Reserve Fund, all
earnings of investments of moneys therein shall
at least annually be transferred to and deposited
in the Revenue Fund and used for prepayment of
the principal of the Bond.

(iv) The Issuer shall next, on each date
that payment; is made as set forth in (ii) above,
transfer from the Revenue Fund and deposit in the
Depreciation Reserve, the moneys remaining in the
Revenue Fund and not permitted co be retained
therein, until there has been accumulated in the
Depreciation Reserve the aggregate sum of
$168,000, and thereafter such sums as shall be
required to' maintain such amount therein. Moneys
in the Depreciation Reserve shall be used first
to make up any deficiencies for monthly payments
of principal of and interest on the Bond as the
same become due, and next to restore co the
Reserve Fund any stitif '"or suns transferred
therefrom. 'thereafter, and provided that
payments into the , Reserve Fund are current and in
accordance with.:che„ foregoing provisions..moneys
in the Depreciation ' Reserve, may be withdrawn by
the Issuer and used for extraordinary rep airs and
for replacements of equipment and improvements
for the System. or any part thereof.

(v)

	

After all the foregoing provisions for
- -^- ce-e-r=
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permitted to be retained therein, if any
("Surplus Revenues"), may be used to prepay
installments of the Bond or. for any Lawful
purpose.

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

The Depository Bank is hereby designated as the Fiscal
Agent for the administration.of the Reserve Fund and the
Depreciation Reserve herein provided, and all amounts
required for the Reserve Fund and the Depreciation Reserve
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 Revenue Fund, the Reserve-Fund and the Depreciation
Reserve shall constitute trust funds and shall be used only
for the purposes and in the order provided herein, and until
so used, the Purchaser shall " have a lien thereon for, further
securing payment of the Bond and the interest thereon, but
the Depository•Bank shall not be a trustee as to such funds.

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

The Depository Bank, at the direction of the Issuer,
shall keep the moneys in the Reserve Fund and the
Depreciation Reserve invested and reinvested to the fullest
extent possible in accordance .with applicable law, and to
the extent practicable, ,}air$ualified Investments having
maturities consonant with the required use thereof.
Investments in any fund or account under this Bond
Legislation shall,; `:unless otherwise provided herein 'or
required by law, be•valkied 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 State Board
-.r em racrments . Any investment shall be held in and at all
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times deemed a part of the fund or account in which such
moneys were originally held, and interest accruing thereon
and any profit or loss realized from such investment shall
be credited or charged co the appropriate fund or account.
Earnings upon moneys in the Reserve Fund,'so long as. the
Minimum Reserve is on deposit and maintained therein; shall
be paid annually in January into the Revenue Fund by the
Depository Bank and used for prepayment of the principal of
the Bond.

C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or crust company insured by FDIC as Depository
Bank and Fiscal Agent 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 Bond, provide evidence that there will be at
least 412 bona fide users upon the Project on completion, in
full compliance with the requirements and conditions of the
Purchaser.

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

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

G. REMITTANCES. Allittarices made by the Issuer
to the Depository-Lank 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.
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ARTICLE V

GENERAL COVENANTS, ETC..

Section 5.01. General Statement. So long as. the Bond shall
be outstanding and unpaid, or until there shall have been set apart in
the Reserve Fund a sum sufficient to prepay the entire principal of
the Bond remaining unpaid, together with interest accrued and co
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 Bondholder.

Section 5.02. Rates. The Issuer will, in the manner
provided in the Act, fix and collect such races, 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 Bond and sufficient
to make the payments required herein into the Reserve Fund and the'
Depreciation Reserve 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. The System will not be
sold without the prior written consent of the Purchaser so long as the
Bond is 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.

Section 5.05, Insurance and Bonds. The Issuer hereby
covenants and agrees that it will, as an expense of construction,
operation and maintenance of the System, procure, carry and maintain,
so long as the Bbnd remains ou-e 'a-Ming,• 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
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stored on the site in an amount equal to the full
insurable value thereof. In the event of any
damage to or destruction of any portion of the
System, the Issuer will promptly arrange for the
application of the insurance proceeds for the
repair or reconstruction of such damaged or
destroyed portion. The Issuer will itself, or
will require each contractor and subcontractor
to, obtain and maintain builder's risk insurance
to protect the interests of the . Issuer during
construction of the Project in the full insurable
value thereof.

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

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

(d) Workers' Co'mp'eriation Coverage for All
Employees of the District Eligible Therefor and
Performance arci i, _	 Payment Bonds, such bonds to be
in the amounts'oof 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'
m oncarinn coverage shall be maintained as
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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; provided 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 ocher
funds of the Issuer in an amount at least equal
to the total funds in the custody of any such
person at any one time, and initially in the
amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar
as custody of the Project Construction Account is
concerned so long as checks thereon require the
signature of a representative of the Purchaser.

.(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 'Bond is 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.. Statucon'74wM.3'rtzage, Lien. For the further
protection of the Holder;of the Bond, a statutory mortgage lien upon
the System is granted and created •by the Act, which statutory mortgage
lien is hereby recognized:•;'and declared to be valid and binding and
shall take effect immediaZely''•.upon , the delivery of the Bond.

Section 5.07. Events of Default.

	

Each of the following
events is hereby declared an "Event of Default":

(a) Failure to make payment of any monthly
amortization installment upon the Bond a: the
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(b) Failure duly and punctually to observe
or perform any of the covenants, conditions and
agreements on the part of the Issuer contained in
the Bond or herein, or violation of or' failure to
observe any provision of any pertinent law.

Section 5.08. Enforcement. Upon the happening of any Event
of Default specified above, then, and in every such case, the
Purchaser may proceed co 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.

Section 5.09 '. Fiscal Year; Budget.. While the Bond is
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 aayof any Fiscal Year, it shall adopt a
Budget of Current Expenses from month to month until the adoocibn of
the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year
preceding by more than 10%; and provided further, that adoption of a
Budget of Current Expenses shall not constitute compliance with the
covenant co adopt an Annual Budget unless failure to adopt an Annual
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Budget of Current Expenses shall be mailed immediately :o the
Purchaser.

Section 5.10. Comvensacion of Members of Governing.Bodv.
The Issuer hereby ccvenants and agrees that no compensation for policy

' direction shall be paid t;o the members of the Governing Body in excess
of the amount perrmicted by the Act. Payment of any compensation co

any such member for policy direction shall not be 'made i_f 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 completion thereof in
accordance with the plans and specifications prepared by the
Consulting Engineer on file with the Secretary on the dace 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 Svseem. The Issuer covenants

that it will continuously operate, in an economical and efficient

manner, and maintain the System`a revenue- p roducing utility as

herein provided so long'is , the Bond is outstanding.

Section 5.14. Na`, Comneticion. To the extent legally

allowable, the Issuer will not permit competition with the System
within its boundaries or within the territory served by is 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 Lnscrunencality wharsoevar co

provide any of the services supplied by the System within the
},eeedeei es of the Issuer or within the territor y served by the S y stem.
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ARTICLE VI

RATES, ETC.

1993, Case No. 92-0490-PWD-CN, which Final Order is
herein by reference as a part hereof.

S.

	

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

C. All delinquent fees, races 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 all remedies and powers provided under the Acc
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 co 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 a pplicable
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 ap p licant for any service by

the System to deposit a reasonable and equitable amount to insure

payment of. all charges fo ,r the seces rendered by the System. which

deposit shall be handled '.,and disposed of under the applicable rules
and regulations of the Public•Service Commission of Vest Virginia.

F. The Issuer, the . extent permitted by law. will not

accent payment of any water bill from a customer served with .racer and
sewer services by the Issuer without payment ac the same time of a

sewer bill owed by such customer for the same premises.

Initial Schedule of Rats and Charges;
A. The initial schedule . of rates and charges: fors the services
facilities of the System,. subject to change' consonar with

provisions hereof, shall be as sec forth in the Final Order of
Public Service

Section 6.01.

Commission of Wesc Virginia, entered on

Rules.
and
the

the
January L3,

incorporated
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ARTICLE VII

MISCELLANEOUS

Section 7.01. Pavment of Bond ,, If the Issuer shall pay, or
there shall otherwise be paid, tq. the Holder of the Bond, the

'principal of and:interest dme or to become ..due 'thereon, at the : times
and in the manner stipulated therein and irr' this :''Bond Legislation,
then with respect to the Bond, the pledge of Net Revenues and other
moneys and securities pledged under this Bond Legislation and all

covenants, agreements and ocher obligations of the Issuer to the
Registered Owner of the Bond, shall thereupon cease, terminate and
become void and be discharged and satisfied.

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 Bondholder.

Section 7.03. Delivery of Bond No. R-1. The Chairman.
Secretary and Treasurer of the Governing Body are hereby authorized
and directed to cause Bond No. R-1, hereby awarded to the Purchaser
pursuant to prior agreement, to be delivered to the Purchaser as soon
as the Purchaser will acce p t 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 expressly prohibited, or against
public policy, or shall for any reason whatsoever be held invalid,
then such covenants, agreements or provisions shall be null and void
and shall be deemed severable from the remaining covenants, agreements

or provisions hereof, and shall in no way affect the validity of all

the other provisions hereof or the Bond.

Section 7.05, Conflicting . Prov i sions Renealed. All

resolutions and orders, or parts . therebf, in conflict with the
provisions hereof are,to theextent 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 =ha 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
• •- -11 ----	 H -i eee rni,eq and orocedu*res recuired co
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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.

/ActingChairman of Public Service Board

y ^,^,

Member

Member

06/17/93
MCDJ.A3
58218/91001

C.)
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SPECIMEN

UNITED STATES OF AMERICA
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2008 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$299,000

No. AR-1

	

Date: November 10, 2008

FOR VALUE RECEIVED, MCDOWELL COUNTY '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 HUNDRED NINETY-NINE THOUSAND
DOLLARS ($299,000), plus interest on the unpaid principal balance at the rate of 4.5%
per annum. The said principal and interest shall be paid'in the following installments on the
following dates:' Monthly installments of interest only, commencing 30 days following
delivery of the Bond and continuing on the corresponding day of each month for the first
24 months after the date hereof, and $.1,373, 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.

1
CH5009662.1

0
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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,
shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the
Government to the holder on an.annual installment due date basis shall be the date of the
prepayment by .Borrower and the Government will pay the interest to which the holder is
entitled accruing between the effective date of any such prepayment and the date of the
Treasury check to the holder.

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

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

This Bond, 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.

C)
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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 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 November 6, 2008, 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:

(1) WATER REVENUE BONDS, SERIES 1993 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED JUNE , 23, 1993 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $818,000 (THE "SERIES 1993
BONDS");

(2) WATER REVENUE BONDS, SERIES , 1995 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED SEPTEMBER 26, 1995 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $500,000 (THE "SERIES
1995 BONDS");

(3) WATER REVENUE BONDS, SERIES 1997 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED OCTOBER 15, 1997 ISSUED IN
THE 'ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $550,000 (THE
"SERIES 1997 BONDS");

(4) WATER REVENUE BONDS, SERIES 1999 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JUNE 21, 1999 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $360,000 (THE "SERIES
1999 A BONDS");

C)
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WATER REVENUE BONDS, SERIES 1999 B (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN
THE 'ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $870,000 (THE
"SERIES 1999 B BONDS");

(6) WATER REVENUE BONDS, .SERIES 1999 C (UNITED STATES
DEPARTMENT 'OF AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $125,000 (THE
"SERIES 1999 C BONDS")

(7) WATER REVENUE . BONDS, SERIES 2001 A (UNITED STATES
. DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 23, 2001 ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $ 145,000 (THE
"SERIES 2001 A BONDS");

(8) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JULY 27, 2006 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $236,000 (THE "SERIES
2006 A BONDS");

(9) WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED JULY 27, 2006, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $300,000 (THE "SERIES
2006 B BONDS"); AND

(10) WATER REVENUE BONDS, SERIES 2007 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 19, 2007 ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $262,000 (THE
"SERIES 2007 A BONDS").

THE SERIES. 1993 BONDS, SERIES 1995 BONDS, SERIES 1997 A BONDS, SERIES
. 1999 A BONDS, SERIES 1999 B BONDS, SERIES 1999 C BONDS, SERIES 2001
BONDS,. SERIES 2006 A BONDS, SERIES 2006 B BONDS, AND SERIES 2007 A 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.

4
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IN WITNESS WHEREOF, MCDOWELL COUNTY 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.

MCDOWELL COUNTY PUBLIC
SERVICE DISTRICT

G

	

[CORPORATE SEAL]

C)
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE

	

. AMOUNT

	

DATE

	

_

(1) $ 185,305. November 10, 2008 (19)
(2) (20)
(3)

(21)

(4) (22)
(5) (23)
(6) (24)

(7) (25)

(8) (26)

(9) (27)
(10) (28)
(11) (29).
(12)

(30)
(13) (31)
(14) (32)
(15) (33)
(16) (34)
(17) (35)
(.18) (36)

TOTAL $

C

C

0
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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:

In the presence of:

C.

C

O
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2008 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$299,000

REGISTRATION BOOKS

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

Bond No. Date of Registration
In Whose Name

Registered Signature of Secretary of Registrar

AR-1 November 10, 2008
United States Department

of Agriculture Gf/V`^^

10.22.08
582180.00004
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STEPTOE &
JOHNSON
ATTORNEYS AT LAW

Chase Tower, Eighth Floor

P.O. Box 1588

Charleston, WV 25326-1588

(304) 353-8000 (304) 353-8180 Fax

www.steptoe-johnson.com

Writer's Contact Information
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November 10, 2008

McDowell County Public Service District
Water Revenue Bonds, Series 2008 A

(United States Department of Agriculture)

McDowell County Public Service District
Welch, 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 McDowell County
Public Service District in McDowell County, West Virginia (the "Issuer"), of its $299,000 Water
Revenue Bonds, Series 2008 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"), and a Bond Resolution duly adopted by the Issuer on November 6, 2008, (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.

10
Clarksburg, WV • Charleston, WV • Morgantown, WV • Martinsburg, WV • Wheeling, WV

	

TERRALEX°
Huntington, WV • Columbus, OH

	

mren4aa.m.,1.16d b<.w.r .
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McDowell County Public Service District, et. al.
November 10, 2008
Page 2

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: (i) Water
Revenue Bonds, Series 1993, dated June 23, 1993, (ii) Water Revenue Bonds, Series 1995, dated
September 26, 1995, (iii) Water Revenue Bonds, Series 1997 A, dated October 15, 1997, (iv) Water
Revenue Bonds, Series 1999 A, dated June 21, 1999, (v) Water Revenue Bonds, Series 1999 B, dated
August 11, 1999, (vi) Water Revenue Bonds, Series 1999 C, dated August 11, 1999, (vii) Water Revenue
Bonds, Series 2001 A, dated February 23, 2001, (viii) Water Revenue Bonds, Series 2006 A, dated July
27, 2006, (ix) Water Revenue Bonds, Series 2006 B, dated July 27, 2006, and (x) Water Revenue Bonds,
Series 2007 A, dated September 19, 2007.

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.

5. 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.

6. 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,

0

10.22.08
582180.00004
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LAW OFFICES

WILLIAM S. WINFREY, II.
W. Va. State Bar 4093
1608 West Main Street
Post Office Box 1 159

Princeton, West Virginia 24740
bill@winfreylaw.com

Telephone: (304)487-1887

	

Facsimile: (304)425-7340

November 10, 2008

	

File No. 03-207

McDowell County Public Service District
Water Revenue Bonds, Series 2008 A

(United States Department of Agriculture)

McDowell County Public Service District
Welch, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

I am counsel to McDowell County Public Service District, a public service district in
McDowell County, West Virginia (the "Issuer"). As such counsel, I have examined copies of the
approving opinion of Steptoe & Johnson, as bond counsel, a resolution of the Issuer duly adopted
on November 6, 2008, (the "Resolution"), 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 McDowell County relating to the creation of the Issuer and the appointment of
members of the Public Service Board of the Issuer. All capitalized terms used in the Resolution
and not otherwise defined herein shall have the same meanings as defined in the Resolution when
used herein.

I am of the opinion that:

1.

	

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

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

0

	

3.

	

The Resolution has been duly adopted by the Issuer and is in full force and effect.
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McDowell County Public Service District
United States Department of Agriculture
Steptoe & Johnson PLLC
Page -2-
November 10, 2008

4. The execution and delivery of the Bonds and the consummation of the transactions
contemplated by the Bonds and the Resolution, and the carrying out of the terms thereof, do not
and will not, in any material respect, conflict with or constitute, on the part of the Issuer, a breach
of or default under any 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, certificates, 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 McDowell
County and the Public Service Commission of West Virginia, and the Issuer has taken any other
action required for the imposition of such rates and charges, including, without limitation, the
adoption of a resolution prescribing such rates and charges. The Issuer has duly published a
notice of the acquisition and construction of the Project, the issuance of the Bonds and related
matters, as required under Chapter 16, Article 13A, Section 25 of the West Virginia Code of 1931,
as amended, and has duly complied with the provisions thereof.

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 or the Resolution, the acquisition and construction of the Project, the operation of the
System, or the validity of the Bonds, or the collection or pledge of the Net Revenues therefor.

WILLIAM S. WINFREY, II

Very truly yours,

O
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

1. AUTHORIZATION AND AWARD OF BONDS
2.

	

NO LITIGATION
3. GOVERNMENTAL APPROVALS
4.

	

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
5.

	

SIGNATURES, ETC.
6.

	

CERTIFICATION OF COPIES OF DOCUMENTS
7.

	

INCUMBENCY AND OFFICIAL NAME, ETC.
8. DELIVERY AND PAYMENT AND USE OF PROCEEDS
9.

	

LAND AND RIGHTS-OF-WAY
10. MEETINGS; PUBLICATION AND POSTING OF NOTICES,

ETC.
11.

	

CONTRACTORS' INSURANCE, ETC.
12.

	

CONNECTIONS, ETC.
13. MANAGEMENT
14.

	

GRANTS
15.

	

CONFLICT OF INTEREST
16. PROCUREMENT OF ENGINEERING SERVICES
17. EXECUTION OF COUNTERPARTS

We, the undersigned CHAIRMAN and SECRETARY of the Public Service
Board of McDowell County Public Service District, in McDowell 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 10th day of November, 2008, in connection with
the McDowell County Public Service District Water Revenue Bonds, Series 2008 A (United
States Department of Agriculture), No. AR-1, dated the date hereof, fully registered, in the
principal amount of $299,000 (the "Series 2008 A Bonds") as follows:

1. AUTHORIZATION AND AWARD OF BONDS: The
undersigned are authorized to execute this certificate on behalf of the Issuer and are
knowledgeable with respect to the matters set forth herein. The entire issue of the Series
2008 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 June 19, 2003, and all amendments
thereto, and as appears in Section 7.03 of the Resolution of the Issuer duly adopted on
November 6, 2008, authorizing issuance of the Series 2008 A Bonds (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 2008 A Bonds 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.

1
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2. NO LITIGATION: No controversy or litigation of any nature is
now pending, or, to the knowledge of any of the undersigned, threatened, restraining,
enjoining or affecting in any manner the issuance and delivery of the Series 2008 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 2008 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 2008 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 2008 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 2008 A Bonds have been duly and timely obtained and remain infull 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 the Recommended Decision of the Public Service
Commission of West Virginia (the "PSC") entered on July 23, 2007, which became Final
Order of the PSC on August 12, 2007, in Case No. 07-0422-PWD-CN, granting to the Issuer
a certificate of public convenience and necessity for the Project and approving the financing
for the Project. The time for appeal of the Recommended Decision has expired prior to the
date hereof without any appeal. Such Order remains 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 2008 A Bonds as to liens, pledge and source of and security for payment,
and in all respects, being the Issuer's (i) Water Revenue Bonds, Series 1993, dated June 23,
1993, issued in the original aggregate principal amount of $818,000 (the "Series 1993
Bonds"); (ii) Water Revenue Bonds, Series 1995, dated September 26, 1995, issued in the
original aggregate principal amount of $500,000 (the "Series 1995 Bonds"); (iii) Water
Revenue Bonds, Series 1997 A, dated October 15, 1997, issued in the original aggregate
principal amount of $550,000 (the "Series 1997 A Bonds"); (iv) Water Revenue Bonds,
Series 1999 A, dated June 21, 1999, issued in the original aggregate principal amount of
$360,000 (the "Series 1999 A Bonds"); (v) Water Revenue Bonds, Series 1999 B, dated
August 11, 1999, issued in the original aggregate principal amount of $870,000 (the "Series
1999 B Bonds"); (vi) Water Revenue Bonds, Series 1999 C, dated August 11, 1999, issued
in the original aggregate principal amount of $125,000 (the "Series 1999 C Bonds"); (vii)
Water Revenue Bonds, Series 2001 A, dated February 23, 2001, issued in the original
aggregate principal amount of $145,000 (the "Series 2001 A Bonds"); (viii) Water Revenue
Bonds, Series 2006 A, dated July 27, 2006 issued in the original aggregate principal amount
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of $236,000 (the "Series 2006 A Bonds"); (ix) Water Revenue Bonds, Series 2006 B, dated
July 27, 2006 issued in the original aggregate principal amount of $300,000 (the "Series
2006 B Bonds"); and (x) Water Revenue Bonds, Series 2007 A, dated September 19, 2007
issued in the original aggregate principal amount of $262,000 (the "Series 2007 A 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 2008 A
Bonds as to liens, pledge and/or service 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 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 2008 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 2008 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
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

1993 Bond Resolution

1995 Bond Resolution

1997 A Bond Resolution

1999 A Bond Resolution

1999 B and 1999 C Bond Resolution

2001 A Bond Resolution

2006 A and 2006 B Bond Resolution

2007 A Bond Resolution

Consent of USDA to Issuance of Parity Bonds

Consent of WDA to Issuance of Parity Bonds

USDA Letter of Conditions, with all amendments

0
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Public Service Commission Order(s)

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

Minutes of Current Year Organizational Meeting

Affidavit of Publication of Notice of Filing

0

0
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Minutes on Adoption of Bond Resolution, Supplemental Resolution and Rules
of Procedure

Bureau for Public Health Permit

United States Department of Agriculture Loan Agreement

United States Department of Agriculture Grant Agreement

Evidence of Abandoned Mine Lands Grant

7. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper
corporate title of the Issuer is "McDowell County Public Service District" and its principal
office and place of business are in McDowell 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, 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
Jerry Stepp July 29, 2004 June 30, 2010
Elden Green October 10, 2004 November 10, 2010
Jessee McPeake September 18, 2007 September 18, 2013

The names of the duly elected, appointed, qualified and acting officers of said
Public Service Board of said Issuer for the calendar year 2008 are as follows:

Chairman

	

Jerry Stepp
Secretary/Treasurer

	

-

	

Mavis Brewster

The duly appointed and acting Attorney for the Issuer is William S. Winfrey,
II, Esquire, of Princeton, West Virginia.
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8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the
date hereof, the Series 2008 A Bonds were delivered to the Purchaser at Welch,
West Virginia, by the undersigned Chairman for the purposes set forth herein, and at the
time of such delivery, the Series 2008 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 2008 A Bonds, the undersigned Chairman
received $185,305, being a portion of the principal amount of the Series 2008 A Bonds.
Further advances of the balance of the principal amount of the Series 2008 A Bonds will be
paid to the Issuer as acquisition and construction of the Project progresses.

The Series 2008 A Bonds are dated the date hereof, and interest on advances
of the principal thereof at the rate of 4.5% per annum is payable from the date of each
respective advance.

The Series 2008 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
2008 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 Issuer 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 Governing Body was present and acting at all times during all such meetings. All
notices required to be posted and/or published were so posted and/or published.

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 2347 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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13. MANAGEMENT: The Issuer has heretofore delivered to the Purchaser
a plan concerning operation and management of the System, which plan was found to be
acceptable by the Purchaser.

14. GRANTS: As of the date hereof, the grant from the Purchaser in the
amount of $813,000, and the Abandoned Mine Lands Grant in the amount of $1,896,000 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 2008 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, each 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]
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WITNESS our signatures and the official corporate seal of MCDOWELL
COUNTY PUBLIC SERVICE DISTRICT on the day and year first written above.

[CORPORATE SEAL]

SIGNATURE

0	 	 i.gaAt-r;J-6Aaf,o-g&,

OFFICIAL TITLE

Chairman

Secretary

Attorney for Issuer

0
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0
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture)

ENGINEER'S CERTIFICATE

I, Arnold Ray Tilley, Registered Professional Engineer, West Virginia License
No. 8065 of E.L. Robinson Engineering Company, Charleston, West Virginia, hereby
certify this 10th day of November, 2008 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 McDowell County Public Service District (the
"Issuer"), to be acquired and constructed in McDowell County, West Virginia, which
acquisition and construction are being fmanced 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.

[Remainder of Page Intentionally Blank]
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0 WITNESS my signature on the day and year first written above.

E.L. ROBINSON ENGINEERING COMPANY
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Jeffrey S. Feamster, CPA Jeffrey S. Feamster
Certified Public Accountant
P.O. Box 982
Lewisburg, West Virginia 24901

Phone: (304) 647-5980
Fax: (801) 640-8611
Cellular: (304) 667-5990

November 10, 2008

McDowell County Public Service District
Water Revenue Bonds, Series 2008 A

(United States Department of Agriculture)

McDowell County Public Service District
Welch, West Virginia

Email: jeff@mcswv.com.

Ladies and Gentlemen:

West Virginia Water Development Authority
Charleston, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Based upon the water rates and charges set forth in the Commission Order of the Public
Service Commission of West Virginia in Case No. 06-0690-PWD-19A, entered May 7, 2008,
and projected operating expenses and anticipated customer usage as furnished to me by
E.L. Robinson, Consulting Engineer, it is my opinion that such rates and charges will be
sufficient to provide revenues which, together with other revenues of the waterworks system
(the "System") of McDowell County Public Service District (the "Issuer"), 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 2008 A (United States Department of
Agriculture) to be issued in the amount of $299,000; and (ii) all other obligations secured by
a lien on or payable from such revenues on a parity with the Series 2008 A Bonds, including
the Issuer's (i) Water Revenue Bonds, Series 1993, dated June 23, 1993, issued in the
original aggregate principal amount of $818,000 (the "Series 1993 Bonds"); (ii) Water
Revenue Bonds, Series 1995, dated September 26, 1995, issued in the original aggregate
principal amount of $500,000 (the "Series 1995 Bonds"); (iii) Water Revenue Bonds, Series
1997 A, dated October 15, 1997, issued in the original aggregate principal amount of
$550,000 (the "Series 1997 A Bonds"); (iv) Water Revenue Bonds, Series 1999 A, dated
June 21, 1999, issued in the original aggregate principal amount of $360,000 (the "Series
1999 A Bonds"); (v) Water Revenue Bonds, Series 1999 B, dated August 11, 1999, issued
in the original aggregate principal amount of $870,000 (the "Series 1999 B Bonds"); (vi)
Water Revenue Bonds, Series 1999 C, dated August 11, 1999, issued in the original
aggregate principal amount of $125,000 (the "Series 1999 C Bonds"); (vii) Water Revenue
Bonds, Series 2001 A, dated February 23, 2001, issued in the original aggregate principal
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amount of $145,000 (the "Series 2001 A Bonds"); (viii) Water Revenue Bonds, Series 2006
A, dated July 27, 2006, issued in the original aggregate principal amount of $236,000 (the
"Series 2006 A Bonds"); (ix) Water Revenue Bonds, Series 2006 B, dated July 27, 2006,
issued in the original aggregate principal amount of $300,000 (the "Series 2006 B Bonds");
and (x) Water Revenue Bonds, Series 2007 A, dated September 19, 2007 issued in the
original aggregate principal amount of $262,000 (the "Series 2007 A Bonds") (collectively,
the "Prior Bonds").

It is further my opinion that (i) the Net Revenues for the Fiscal Year following the year in
which the Series 2008 A Bonds are issued will be at least 120% of the average annual debt
service on the Prior Bonds and the Series 2008 A Bonds and that (ii) the Net Revenues
actually derived from the System during any 12 consecutive months, within the 18 months
immediately preceding the date of the actual issuance of the Series 2008 A Bonds, plus the
estimated average increased annual Net Revenues to be received. in each of the
3 succeeding years after the completion of the improvements to be financed' by the Series
2008 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 2008 A Bonds.

Very truly yours,

Jeffrey S. Feamster, CPA



WV MUNICIPAL BOND COMMISSION
1207 Quarrier Street
Suite 401
Charleston, WV 25301
(304)558-3971

NEW ISSUE REPORT FORM

Date of Report: 10-Nov-08

(See Reverse for Instructions)

O

ISSUE:

	

McDowell County Public Service District
Water Revenue Bonds, Series 2008 A (United States Department of Agriculture)

ADDRESS:

	

HC 31, Box 436J, Welch, West Virginia 24801

	

COUNTY: McDowell

PURPOSE OF ISSUE:
New Money:

	

x
Refunding: REFUNDS ISSUE(S) DATED:

	

NA

ISSUE DATE:

	

10-Nov-08 CLOSING DATE:

	

10-Nov-08

ISSUE AMOUNT:

	

$299,000 RATE:

	

4.500%

1ST DEBT SERVICE DUE:

	

N/A 1ST PRINCIPAL DUE:

	

N/A

1ST DEBT SERVICE AMOUNT N/A PAYING. AGENT:

	

Issuer

BOND COUNSEL: UNDERWRITERS COUNSEL
Firm:

	

Steptoe & Johnson PLLC Firm:
Contact

	

John Stump, Esquire Contact:
Phone:

	

(304) 353.8196 Phone:

CLOSING BANK: ESCROW TRUSTEE:
Bank:

	

N/A Firm:
Contact: Contact:
Phone: Phone:

KNOWLEDGEABLE ISSUER CONTACT OTHER:
Contact:

	

Jerry Stepp Agency: United States Department of
Position:

	

Chairman Agriculture
Phone:

	

304.297.2622 Contact: Teresa Miller
Position: Rural Development Specialist
Phone:

	

304.253.9597

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 Issuer

	

$
IGT To Cons. Invest. Funs

	

$
To Other:

	

$

NOTES:

	

Monthly debt service payments will be made directly to the National Finance Office.
The Municipal Bond Commission will onlyhold the Series 2008 A Bonds Reserve Account.
Payments into the Series 2008 A Bonds Reserve Account will commence 24 months following
the date hereof.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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The purpose of the NEW ISSUE REPORT FORM is to provide the WV Municipal Bond Commission
with an early warning of three basic facts no later than the day of closing on any issue for which the
Commission is to act as fiscal agent. These are:

1.

	

Formal notification that a new issue is outstanding.
2.

	

Date of first action or debt service.
3.

	

Contact people should we lack documents, information, or funds needed to administer the
issue by the date of the first action or debt service.

The commission recognizes that as bond transcripts become increasingly long and complex, it has
become more difficult to assemble and submit them to the Commission within the 30 days specificed by the
West Virginia Code 13-3-8. This notice is not intended to provide all the information needed to administer an
issue, but to alert the Commission and ensure that no debt service payments are missed due to delays in
assembling bond transcripts. If, at the time of closing, documents such as the ordinance and all supplements,
debt service schedules, and a specimen bond or photostat are available and submitted with this form, it will
greatly aid the Commission in the performance of its duties. These documents are needed to set up the proper
accounts and to advise the issuer of monthly deposit requirements as far in advance of the first debt service as
possible.

It is not necessary to complete all items if they are not pertinent to your issue. Indicate the County of
the issuer. With PSDs that overlap more than one county, indicate the county of their business office.
Complete "Rate" only if the issue has only one rate. Please complete a separate form for each series of an
issue. Other important information can be recorded under "Notes."

Again, please submit this form on each new issue on the day of closing. If fund transfers into or out of
the Commission at closing are required, please submit this form before closing. If no significant facts change
by closing, no resubmission at closing is required. If, however, there are changes, please submit an updated
form, with changes noted, at closing.

If you should have any questions concerning this form, please call the Commission.

0

0

U


	page 1
	page 2
	page 3
	page 4
	page 5
	page 6
	page 7
	page 8
	page 9
	page 10
	page 11
	page 12
	page 13
	page 14
	page 15
	page 16
	page 17
	page 18
	page 19
	page 20
	page 21
	page 22
	page 23
	page 24
	page 25
	page 26
	page 27
	page 28
	page 29
	page 30
	page 31
	page 32
	page 33
	page 34
	page 35
	page 36
	page 37
	page 38
	page 39
	page 40
	page 41
	page 42
	page 43
	page 44
	page 45
	page 46
	page 47
	page 48
	page 49
	page 50
	page 51
	page 52
	page 53
	page 54
	page 55
	page 56
	page 57
	page 58
	page 59
	page 60
	page 61
	page 62
	page 63
	page 64
	page 65
	page 66
	page 67
	page 68
	page 69
	page 70
	page 71
	page 72
	page 73
	page 74
	page 75
	page 76
	page 77
	page 78
	page 79
	page 80
	page 81
	page 82
	page 83
	page 84
	page 85
	page 86
	page 87
	page 88
	page 89
	page 90
	page 91
	page 92
	page 93
	page 94
	page 95
	page 96
	page 97
	page 98
	page 99
	page 100
	page 101
	page 102
	page 103
	page 104
	page 105
	page 106
	page 107
	page 108
	page 109
	page 110
	page 111
	page 112
	page 113
	page 114
	page 115
	page 116
	page 117
	page 118
	page 119
	page 120
	page 121
	page 122
	page 123
	page 124
	page 125
	page 126
	page 127
	page 128
	page 129
	page 130
	page 131
	page 132
	page 133
	page 134
	page 135
	page 136
	page 137
	page 138
	page 139
	page 140
	page 141
	page 142
	page 143
	page 144
	page 145
	page 146
	page 147
	page 148
	page 149
	page 150
	page 151
	page 152
	page 153
	page 154
	page 155
	page 156
	page 157
	page 158
	page 159
	page 160
	page 161
	page 162
	page 163
	page 164
	page 165
	page 166
	page 167
	page 168
	page 169
	page 170
	page 171
	page 172
	page 173
	page 174
	page 175
	page 176
	page 177
	page 178
	page 179
	page 180
	page 181
	page 182
	page 183
	page 184
	page 185
	page 186
	page 187
	page 188
	page 189
	page 190
	page 191
	page 192
	page 193
	page 194
	page 195
	page 196
	page 197
	page 198
	page 199
	page 200
	page 201
	page 202
	page 203
	page 204
	page 205
	page 206
	page 207
	page 208
	page 209
	page 210
	page 211
	page 212
	page 213
	page 214
	page 215
	page 216
	page 217
	page 218
	page 219
	page 220
	page 221
	page 222
	page 223
	page 224
	page 225
	page 226
	page 227
	page 228
	page 229
	page 230
	page 231
	page 232
	page 233
	page 234
	page 235
	page 236
	page 237
	page 238
	page 239
	page 240
	page 241
	page 242
	page 243
	page 244
	page 245
	page 246
	page 247
	page 248
	page 249
	page 250
	page 251
	page 252
	page 253
	page 254
	page 255
	page 256
	page 257
	page 258
	page 259
	page 260
	page 261
	page 262
	page 263
	page 264
	page 265
	page 266
	page 267
	page 268
	page 269
	page 270
	page 271
	page 272
	page 273
	page 274
	page 275
	page 276
	page 277
	page 278
	page 279
	page 280
	page 281
	page 282
	page 283
	page 284
	page 285
	page 286
	page 287
	page 288
	page 289
	page 290
	page 291
	page 292
	page 293
	page 294
	page 295
	page 296
	page 297
	page 298
	page 299
	page 300
	page 301
	page 302
	page 303
	page 304
	page 305
	page 306
	page 307
	page 308
	page 309
	page 310
	page 311
	page 312
	page 313
	page 314
	page 315
	page 316
	page 317
	page 318
	page 319
	page 320
	page 321
	page 322
	page 323
	page 324
	page 325
	page 326
	page 327
	page 328
	page 329
	page 330
	page 331
	page 332
	page 333
	page 334
	page 335
	page 336
	page 337
	page 338
	page 339
	page 340
	page 341
	page 342
	page 343
	page 344
	page 345
	page 346
	page 347
	page 348
	page 349
	page 350
	page 351
	page 352
	page 353
	page 354
	page 355
	page 356
	page 357
	page 358
	page 359
	page 360
	page 361
	page 362
	page 363
	page 364
	page 365
	page 366
	page 367
	page 368
	page 369
	page 370
	page 371
	page 372
	page 373
	page 374
	page 375
	page 376
	page 377
	page 378
	page 379
	page 380
	page 381
	page 382
	page 383
	page 384
	page 385
	page 386
	page 387
	page 388
	page 389
	page 390
	page 391
	page 392
	page 393
	page 394
	page 395
	page 396
	page 397
	page 398
	page 399
	page 400
	page 401
	page 402
	page 403
	page 404
	page 405
	page 406
	page 407
	page 408
	page 409
	page 410
	page 411
	page 412
	page 413
	page 414
	page 415
	page 416
	page 417
	page 418
	page 419
	page 420
	page 421
	page 422
	page 423
	page 424
	page 425
	page 426
	page 427
	page 428
	page 429
	page 430
	page 431
	page 432
	page 433
	page 434
	page 435
	page 436
	page 437
	page 438
	page 439
	page 440
	page 441
	page 442
	page 443
	page 444
	page 445
	page 446
	page 447
	page 448
	page 449
	page 450
	page 451
	page 452
	page 453
	page 454
	page 455
	page 456
	page 457
	page 458
	page 459
	page 460
	page 461
	page 462
	page 463
	page 464
	page 465
	page 466
	page 467
	page 468
	page 469
	page 470
	page 471
	page 472
	page 473
	page 474
	page 475
	page 476
	page 477
	page 478
	page 479
	page 480
	page 481
	page 482
	page 483
	page 484
	page 485
	page 486
	page 487
	page 488
	page 489
	page 490
	page 491
	page 492
	page 493
	page 494
	page 495
	page 496
	page 497



