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ADRIAN PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS TO
THE EXISTING PUBLIC WATERWORKS FACILITIES OF
ADRIAN PUBLIC SERVICE DISTRICT AND THE FINANCING
OF THE COST, NOT OTHERWISE PROVIDED, THEREOF
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT MORE
THAN $1,830,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2008 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), AND NOT MORE THAN
$500,000 IN AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES2008B (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 TG THE
ISSUANCE OF SUCH BONDS; APPROVING, RATIFYING AND
CONFIRMING A LOAN AGREEMENT RELATING TO THE
SERIES 2008 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 ADRIAN
PUBLIC SERVICE DISTRICT:

ARTICLEI
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01.  Authority for this Resolution. This Resolation (together with any order
or resofution 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.

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

A. Adrian Public Service District (the “Issuer”) is a public service district, a public
corporation and political subdivision of the State of West Virginia in Upshur County of said
State. :
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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 construction of
160,000 linear feet of waterlines, two water storage tanks, two booster pumping stations and radio
telemetry, 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 calied the “System™), in accordance with the plans and specifications prepared
by the Consulting Engineers, which plans and specifications have heretofore been filed with the
Isguer.

C. The estimated revenues o 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.

D. It is deemed necessary for the Issuer to issue its Water Revenue Bonds in the
total aggregate principal amount of not more than $2,330,000 in two series, being the Water
Revenue Bonds, Series 2008 A (United States Department of Agriculture), in the aggregate
principal amount of not more than $1,830,000 (the “Series 2008 A Bonds”), and the Water
Revenue Bonds, Series 2008 B (West Virginia Infrastructure Fund), in the aggregate principal
amount of not more than $500,000 (the “Series 2008 B Bonds™), to permanently finance a portion
of the costs of acquisition and construction of the Project (collectively, the “Series 2008 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 2008 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 2008 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 2008 Bonds or the repayment of indebtedness incurred by the Issuer for such purposes
shall be deemed Costs of the Project, as hereinafter defined.

E. The period of usefulness of the System after completion of the Project is not less
than 40 years.
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F. It is in the best interests of the Issuer that its Series 2008 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 2008 B Bonds be sold fo 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.

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 1989 (United States Department of Agriculture), dated July 21, 1988,
issued in the original aggregate principal amount of $990,000 (the “Series 1989 Bonds™); (ii)
Water Revenue Bonds, Series 1996 A (United States Department of Agriculture), dated
September 11, 1996, issued in the original aggregate principal amount of $650,000 (the
“Series 1996 A Bond™); (ili) Water Revenue Bonds, Series 1996 B (United States Department of
Agriculture), dated September 11, 1996, issued in the original aggregate principal amount of
$850,000 (the “Series 1996 B Bond™); (iv) Water Revenue Bonds, Series 2000 A (United States
Department of Agriculture), dated October 6, 2000, issued in the original aggregate principal
amount of $1,800,000 (the “Series 2000 A Bonds™); and (v) Water Revenue Bonds, Series 2004
A {United States Department of Agriculture), dated February 18, 2004, issued in the original
aggregate principal amount of $1,200,000 (the “Series 2004 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 Bonds as to liens, pledge and/or
source of and security for payment.

The Series 2008 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 2008 Bonds, the Issuer will obtain (i) a certificate of an Independent
Certified Public Accountant staiing that the coverage and panty tests of the Prior Bonds are met
and (i) the written consent of the Holders of the Prior Bonds to the issuance of the Series 2008
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.

H. 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 2008 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 2008 Bonds or such final order will not be subject to appeal or
rehearing.

L The Project has been approved by the Council as required under Chapter 31,
Article 15A of the West Virginia Code of 1931, as amended.
3
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Section 1.03. Bond Legislation Conshitutes Contract.  In consideration of the
acceptance of the Series 2008 Bonds by the Registered Owners of the same from time to time,
this Bond Legistation 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.

Section 1.04. Definitions. The following terms shall have the following meanings
hereinuniess 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 2008 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 Resolation and its successors and assigns.

“Bonds” means, collectively, the Series 2008 A Bonds, the Series 2008 B Bonds, the
Prior 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.
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“Closing Date™ means the date upon which there is an exchange of the Series 2008 Bonds
for all or a portion of the proceeds of the Series 2008 A Bonds from the Purchaser and for all or a
portion of the proceeds of the Series 2008 B Bonds from the Authority and the Council.

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

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

“Consulting Engineers” means Homer Brothers Engineers, Clarksburg, West Virginia, or
any qualified engineer or firm of engineers, licensed by the State, that shaill at any time hereafter
be procured by the Issuer as Consulting Engineers for the System, or portion thereof, in
accordance with Chapter 5G, Article | of the West Virginia Code of 1931, as amended; provided
however, that the Consulting Hngineers shall not be a regular, full-time emplovee 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 equiprent
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, ag it may now or
hereafier be constituted.

“Govermment 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.

“(ross Revenues” means the aggregate gross operating and non-operating revenues of
the System, as heremnafter defined, determined in accordance with generally accepted accounting
principles, after deduction of prompt payment discounts, if any, and reasonable provision for
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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.

“Tssuer” means the Adrian Public Service District, a public service distnet and public
corporation and political subdivision of the State of West Virginia, in Upshur County,
West Virginia, and, unless the context clearly indicates otherwise, includes the Governing Body
of the Issuer.

“Fetter of Conditions” means, collectively, the Letter of Conditions of the Purchaser
dated April 8, 2005, and all additional amendments thereto, if any, providing for the purchase of
the Series 2008 A Bonds from the Issuer by the Purchaser.

“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 2008 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 2008 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 himitations set forth herein, the
term Net Proceeds shall include any amounts resulting from the investment of proceeds of the
Series 2008 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.

“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 Expenses” does not include payments
on account of the principal of or redemption premium, if any, or interest on the Bonds, charges
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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 Pdor 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.

“Parity Bonds” means additional Bonds issued under the provisioﬁs and within the
limitations prescribed by Section 7.07 hereof. '

“Paying Agent” means the Commission or such other enfity or authority as may be
designated as a Paying Agent for the Series 2008 B Bonds by the Issuer in the Supplemental
Resolution.

“Pricr Bonds” means, collectively, the Series 1989 Bonds, the Series 1996 A Bonds, the
Series 1996 B Bonds, the Series 2000 A Bonds and the Series 2004 A Bonds.

“Prior Resolutions” means, collectively, the resolutions of the Issuer authorizing the Prior
Bonds.

“Project” means the Project as described in Section 1.02B hereof.

“Purchaser” or “Government” means fhe 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 2008 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;

{c) Bonds, debentures, notes or other evidences of
indebtedness issued by any of the following agencies: Bavnks for
Cooperatives; Federal Intermediate Credit Banks; Federal Home Loan
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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) Ay bond, debenture, note, participation cestificate 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 exient 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;

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

(2) 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 pursuant to Chapter 12,
Article 6C of the West Virginia Code of 1931, as amended; and

3] 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 promuigated 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 2008 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
contimued hereby.

“Secretary” means the Secretary of the Governing Body of the Issuer.

“Serics 1989 Bonds” means the Water Revemue Bonds, Series 1989 (United States
Department of Agriculture), dated July 21, 1988, issued in the original aggregate principal
amount of $990,000.

“Series 1996 A Bonds” means the Water Revenue Bonds, Series 1996 A (United States
Department of Agriculture), dated September 11, 1996, issued in the original aggregate principal
amount of $650,000.

“Series 1996 B Bonds™” means the Water Revenue Bonds, Series 1996 B (United States
Department of Agriculture), dated September 11, 1996, issued in the original aggregate principal
amount of $850,000.

“Series 2000 A Bonds” means the Water Revenue Bonds, Series 2000 A (United States
Department of Agriculture), dated October 6, 2000, issued in the original aggregate principal
amount of $1,800,000.

“Series 2004 A Bonds™ means the Water Revenue Bonds, Series 2004 A (United States
Department of Agriculture), dated February 18, 2004, issued in the original aggregate principal
amount of $1,200,000.

“Series 2008 Bonds” means, collectively, the Serfes 2008 A Bonds and the Series 2008 B
Bonds.
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“Series 2008 Bonds Construction Trust Fund” means the Series 2008 Bonds Construction
Trust Fund established by Section 5.01 hereof.

“Series 2008 A Bonds” means the Water Revenue Bonds, Series 2008 A (United States
Department of Agriculture), of the Issuer, authorized by this Resolution.

“Qerdes 2008 A Bonds Reserve Account” means the Series 2008 A Bonds Reserve
Account established by Section 5.02 hereof.

“Series 2008 A Bonds Reserve Requirement” means, as of any date of calculation, the
maxiraum amount of principal and interest which will become due on the Series 2008 A Bonds in
the then current or any succeeding year.

“Series 2008 B Bonds” means the Water Revenue Bonds, Series 2008 B (West Virginia'
Infrastructure Fund), of the Issuer authorized by this Resolution.

“Series 2008 B Bonds Reserve Account” means the Series 2008 B Bonds Reserve
Account established by Section 5.02 hereof.

“Series 2008 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 2008 B Bonds in
the then current or any succeeding year.

“Series 2008 B Bonds Sinking Fund” means the Series 2008 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 2008 Bonds;
provided, that any mafter intended by this Resolution to be included in the Supplemental
Resolution with respect to the Series 2008 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. '

“Systern” 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
thereio hereafter acquired or constructed for the waterworks system from any sources whatsoever,
both within and without the Issuer.
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“Tap Fees” means the fees, if any, paid by prospective customers of the System in order
to connect thereto.

“West Virginia Infrastructure Fund” means the West Virginia Infrastructure Fund
established in accordance with Chapter 31, Article 154, Section 9 of the West Virginia Code of
1931, as amended and in effect on the date of enactment hereof.

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

il
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ARTICLE I

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT

Section 2.01.  Authorization of Acquisition and Construction of the Projeci. There is
hereby authorized and ordered the acquisition and construction of the Project, at an estimated cost
of not to exceed 36,530,000, m 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 Authonity and the Council.

The cost of the Project is estimated not to exceed $6,530,000, of which $1,830,000 wili
be obtained from proceeds of the Series 2008 A Bonds, and $500,000 will be obtained from
proceeds of the Series 2008 B Bonds, $2,700,000 will be obtained from proceeds of a grant from
the Purchaser and $1,500,000 will be obtained from proceeds of a Small Cities Block Grant.
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ARTICLE 1II

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

Section3.01.  Authorization of Bonds. For the purposes of capitalizing interest on the
Series 2008 Bonds, if any, funding reserve accounts for the Series 2008 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 2008 A Bonds and the Series 2008 B
Bonds of the Issuer. The Series 2008 A Bonds shall be issued as a.single bond, designated
“Water Revenue Bonds, Series 2008 A (United States Department of Agriculture),” in the
principal amount of not more than $1,830,000, and the Series 2008 B Bonds shall be issued as a
single bond, designated “Water Revenue Bonds, Series 2008 B (West Virginia Infrastructure
Fund),” in the principal amount of not more than $500,000, and each shall have such terms as set
forth hereinafter and in the Supplemental Resolution. The proceeds of the Series 2008 Bonds
remaining after funding of the Reserve Accounts (if funded from Bond proceeds) and capitalizing
interest on the Series 2008 Bonds, if any, shall be deposited in or credited to the Series 2008
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 2008 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 2008 A Bond.

B. The Series 2008 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 guarterly
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 2008 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
fegal tender for the payment of public or private debts under the laws of the United States of
America. Interest, if any, on the Series 2008 B Bonds shail 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 2008 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 Series 2008 A
Bonds. The Series 2008 B Bonds shall initially be issued in the form of a single bond, fully
registered {o the Authority, with a record of advances and a debt service schedule attached,
representing the aggregate principal amount of the Series 2008 B Bonds, all as provided in the
Supplemental Resolution. The Series 2008 Bonds shall be exchangeable at the option and
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expense of the Registered Owner for another fully registered Bond or Bonds of the same series in
ageregate 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 2008 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 2008 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. 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 2008 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 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 mdividual (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.

B. The Bond Registrar with respect to the Series 2008 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 2008 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
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been manually executed by the Bond Registrar. Any such executed Certificate of Authentication
and Registration upon any such Series 2008 B Bonds shall be conclusive evidence that such
Series 2008 B Bonds has been authenticated, registered and delivered under this Bond
Legislation. The Certificate of Authentication and Registration on any Series 2008 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 2008 B Bonds issued
hereunder. The provisions of this Section 3.04 relating to authentication shail not apply to the
Serjes 2008 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 2008 Bonds shall be and have all of the qualities
and incidents of negotiable instruments under the Uniform Commercial Code of the State of
West Virginia, and each successive Holder, in accepting the Series 2008 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 Uniforrn 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 incontestabie in the hands of a bona fide holder for value.

So long as the Series 2008 Boads remain outstanding, the Bond Registrar for the
Series 2008 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, 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 fransfer, and any other expenses of the Bond Registrar
incurred in connection therewith, which sum or sumg 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.
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Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case any Series 2008
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
rutilated 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 indemmified as aforesaid,
and if such Bond be lost, stolen or destroyed, without surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the Issuer. The Series 2008 Bonds shall
not, in any event, be or constitufe 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 2008 Bonds shall ever have the right to compel the exercise of the taxing power of the
Issuer, if any, to pay the Series 2008 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 ali Series 2008 Bonds shall be secured
forthwith equally and ratably with each other by a first lien on the Net Revenues derived from the
Systemn, on a parity with the len 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 2008 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 2008 A Bonds, the
Chairman is hereby authorized and directed to cause such Bonds, hereby awarded 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 2008 B Bonds to the Bond
Registrar, and the Bond Registrar shall authenticate, register and deliver the Series 2008 B Bonds
to the original purchasers upon receipt of the documents s¢t forth below:

(O If other than the Authority, a list of the names in which the
Series 2008 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, fo authenticate and
deliver the Series 2008 B Bonds to the original purchasers;
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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 2008 B Bonds.

Section 3.18.  Form_of Bonds. The text of the Series 2008 A Bonds and the
Series 2008 B Bonds shall be in substantially the following respective forms, with such
omissions, insertions and variations as may be necessary and desirabie and authorized or
permitted hereby, or by any Supplemental Resolution adopted prior to the issuance thereof:
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(FORM OF SERIES 2008 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
ADRIAN PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2008 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-1 Date: 2008

FOR VALUE RECEIVED, ADRIAN 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 prncipal sum of
~ DOLLARS (8§ ), plus interest on the unpaid principal balance
at the rate of % per annum. The said principal and interest shall be paid in the following
installments on the following dates: Monthly installments of interest only, commencing 30 days
following delivery of 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 shail 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.
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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 instailment due date basis. The effective date of
every payment made by Borrower, except payments refained and remitted by the Government on
an annual instaliment due date basis, shall be the date of the United States Treasury check by
which the Government remits the payment to the holder. The effective date of any prepayment
retained and remitted by the Government 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 inferest to
which the holder is entitled accruing between the effective date of any such prepayment and the
date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof or to .
preserve or protect any security herefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan evidenced hereby, at the option of the
Govermnment 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 ouistanding 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 ifs 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 Bord. 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 fidl 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
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, 2008, and a Supple.mentai Resolution of the Borrowe;r duly adopted on
2008, 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 Governiment’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 () WATER REVENUE
BOND, SERIES 1989 (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED
JULY 21, 1988, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$990,000 (THE “SERIES 1989 BONDS™); (ily WATER REVENUE BOND, SERIES 1996 A
(UNITED STATES DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 11, 1996,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $650,000 (THE
“SERIES 1996 A BOND™); (II) WATER REVENUE BOND, SERIES 1996 B (UNITED
STATES DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 11, 1996, ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $850,000 (THE “SERIES 1996 B
BOND™); (IV) WATER REVENUE BONDS, SERIES 2000 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED OCTOBER 6, 2000, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,800,000 (THE “SERIES 2000 A
BONDS™); AND (V) WATER REVENUE BONDS, SERIES 2004 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 18, 2004, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,200,000 (THE “SERIES 2004 A
BONDS”) (COLLECTIVELY, THE “PRIOR BONDS”), AND (VD) WATER REVENUE
BONDS, SERIES 2008 B (WEST VIRGINIA INFRASTRUCTURE FUND), DATED

. 2008, ISSUED CONCURRENTLY HEREWITH IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $ (THE “SERIES 2008 B BONDS”),

In accordance with the requirements of the United States Department of Agriculture, the
Bonds will be in defaunlt 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 WHEREOQF, ADRIAN 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.

ADRIAN PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]
Chairman
Post Office Box 87 ' ,
French Creek, West Virginia 26302
ATTEST:
Secretary
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(Form of)

EXHIRIT A
RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
s (19)
(2) (20)
(3) (21)
(4) | 22)
(5 (23)
(6) - (24)
N (25)
(8) (26)
O 2N
(10) B (28)
(11) | (29)
(12) (30)
(13) _ (3hH
(14) (32)
(15) (33)
(16) (34
(17) (35)
(18) (36)
TOTAL $
22
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(Form of Assignment)

ASSIGNMENT

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

the within Bond and does  hereby  irrevocably  constitule 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 2008 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
ADRIAN PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERTES 2008 B
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. BR-1 , $

KNOW ALL MEN BY THESE PRESENTS: That on the day of ,
2008, ADRIAN PUBLIC SERVICE DISTRICT, a public service district and public corporation
and political subdivision of the State of West Virginia in Upshur County of said State (the
“Teguer™), for value received, hereby promises to pay, solely from the special funds provided
therefor, as heremafter set forth, to the WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY (the “Authority”) or registered assigns the sum __ DOLLARS
(3 ), or such lesser amount as shall have been advanced to the Tssuer 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 ecach year, commencing 1, to and including
1, 20, as set forth on the “Debt Service Scheduie” attached as EXHIBIT B

hereto and mcorporated herem 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 , 2008,

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 sysiem of the Issuer (the
“Project’™); and (ii) to pay certain costs of issuance of the Bonds of this Series (the “Bonds™) and
related costs. The existing public waterworks system of the Issuer, the Project and any further
additions, befterments 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 , 2008, and a Supplemental Resolution duly adopted by the
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Issuer on , 2008 (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 () WATER REVENUE
BOND, SERIES 1989 (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED
JULY 21, 1988, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$990,000 (THE “SERIES 1089 BONDS™); (I) WATER REVENUE BOND, SERIES 1996 A
(UNITED STATES DEPARTMENT OF AGRICULTURE), DATED SEPTEMRBER 11, 1996,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $650,000 (THE
“SERIES 1996 A BOND™); (II) WATER REVENUE BOND, SERIES 1996 B (UNITED
STATES DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 11, 1996, ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $850,000 (THE “SERIES 1996 B
BOND™); (IV) WATER REVENUE BONDS, SERIES 2000 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED OCTOBER 6, 2000, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,800,000 (THE “SERIES 2000 A
BONDS”); AND (V) WATER REVENUE BONDS, SERIES 2004 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 18, 2004, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,200,000 (THE “SERIES 2004 A
BONDS”) (COLLECTIVELY, THE “PRIOR BONDS™), AND (VI) WATER REVENUE
BONDS, SERIES 2008 A (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED
. 2008, ISSUED CONCURRENTLY HEREWITH IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $ (THE “SERIES 2008 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 2008 A Bonds and the Prior Bonds,
and from monies in the reserve account created under the Bond Legislation for the Bonds (the
“Series 2008 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 monics in the Series 2008 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 ali other obligations secured by a lien on or
payable from such revenues on a parity with the Bonds, including the Series 2008 A Bonds, and
the Prior Bonds; provided however, that so long as there exists in the Series 2008 B Bonds
Reserve Account an amount at least equal to the maximum amount of principal and interest, if
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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 2008 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 m 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 recetved 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 Legisiation, 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 Issver for the prompt payment of the principal of this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which this Bond is
issued shall be deemed to be a part of the contract evidenced by this Bond to the same extent as if
written fully herein.

26
CH4911163.1



IN WITNESS WHEREQF, ADRIAN 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
ATTEST:
Séeretary E
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2008 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: , 2008

THE HUNTINGTON NATIONAIL BANK,
as Registrar

Authorized Officer
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{(Form of)

EXHIBIT A
RECORD OF ADVANCES
AMOUNT __DATE ____ AMOUNT DATE
(1) 3 (19)
Q) (20)
€)) _ (21).
) _ (22)
() (23)
®) (24)
(7) . (25)
(&) (26)
() 27
(10) _ _ (28)
(11) (29)
(12) (30)
(3) _ €20
(14) (32)
(15) (33)
(16) (34)
(17) (35)
(18) (36)
TOTAL $
29
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

the within  Bond and does hereby  {revocably  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

£l

In the presence of:
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Section3.11.  Sale of Bonds; Approval and Ratification of Execution of Loean
Agreement A. The Series 2008 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 2008 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” Filing. 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.
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ARTICLE TV

[RESERVED]
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ARTICLEV

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. Renewal and Replacement Fund (established by the Prior Resolutions as the
Depreciation Reserve and hereby renamed and continued); and

3. Series 2008 Bonds Construction Trust Fund.

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

1. Series 1989 Bonds Reserve Account (established by Prior Resolution);

2. Series 1996 A Bonds Reserve Account (established by Prior Resolution);
3. Series 1996 B Bonds Reserve Account (established by Prior Resolution);
4. Series 2000 A Bonds Reserve Account (established by Prior Resolution);
5. Series 2004 A Bonds Reserve Account (established by Prior Resolution);
6. Series 2008 A Bonds Reserve Account;

7. Series 2008 B Bonds Sinking Fund; and

8. Series 2008 B Bonds Reserve Account.

Section 5.03. Systems Revenues: Flow of Punds. 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 Barnk
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:
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(H 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,
simultaneously transfer from the Revenve Fundd and remit to the National
Finance Office (i) the amount required by the Prior Resolutions to pay the
interest on the Prior Bonds; and (i) the amounts required to pay interest on the
Series 2008 A Bonds.

(3) The Issuer shall next, each month, simultaneously 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 Pror Bonds; (if) 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 issue; and (iif) 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 2008 B Bonds, for deposit in the Series 2008 B
Bonds Sinking Fund, an amount equal to 1/3rd of the amount of principal which
will mature and become due on the Series 2008 B Bonds on the next ensuing
guarterly principal payment date; provided that, in the event the period fo elapse
between the date of such initial deposit in the Series 2008 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, simultaneously
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; (1) rerut to the Commission, comumencing 3 months after the
completion of construction of the Project, as certified by the Consulting
Engineers, if not fully fanded upon isswance of the Series 2008 A Bonds, for
deposit in the Series 2008 A Bonds Reserve Account, an amount equal to 10% of
the monthly payment amount each month, until the amount in the Series 2008 A
Bonds Reserve Account equals the Series 2008 A Bonds Reserve Requirement;
provided that, no further payments shail be made into the Series 2008 A Bonds
Reserve Account when there shall have been deposited therein, and as long as
there shall remain on deposit therein, an amount equal to the Series 2008 A
Bonds Reserve Requirement; 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 issnance of the Series 2008 B
Bonds, for deposit in the Series 2008 B Bonds Reserve Account, an amount
equal to 1/120th of the Series 2008 B Bonds Reserve Requirement, until the
amount in the Series 2008 B Bonds Reserve Account equals the Series 2008 B
Bonds Reserve Requirement; provided that, no further payments shall be made
into the Series 2008 B Bonds Reserve Account when there shall have been
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deposited therein, and as long as there shall remain on deposit therein, an amount
equal to the Series 2008 B Bonds Reserve Requirement.

(5} The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and remit to the Depository Bank for deposit in the Renewal and
Replacement Fund, an amount equal to 2 1/2% of the Gross Revenues each
month, exclustve of any payments for account of any Reserve Account. All
funds in the Renewal and Replacement Fund shall be kept apart from all other
funds of the Issuer or of the Depository Bank and shall be invested and
reinvested in accordance with Asticle VIII hereof. — Withdrawals and
disbursements may be made from the 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 2008 A Bonds Reserve Account shall be used only for the purpose of paying
principal of and interest on the Sermes 2008 A Bonds as the same shall come due, when other
monies are insufficient therefor, and for no other purpose. Whenever the monies in the
Series 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, at the earliest practical date and in accordance with applicable provisions hereof, the
Series 2008 A Bonds, together with accrued interest thereon to such prepayment date.

Monies in the Series 2008 B Bonds Sinking Fund shall be used only for the purpose of paying
principal of and interest, if any, on the Series 2008 B Bonds as the same shall become due.
Monies in the Series 2008 B Bonds Reserve Account shall be used only for the purpose of paying
principal of and mterest, if any, on the Series 2008 B Bonds as the same shall come due, when
other monies in the Series 2008 B Bonds Sinking Fund are insufficient therefor, and for no other
purpose. Whenever the monies in the Series 2008 B Bonds Reserve Account shall be sufficient
to prepay the Series 2008 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 2008 B Bonds and accrued interest, if any, thereon
to such prepayment date.

All investment earnings on monies in the Series 2008 A Bonds Reserve Account (if fully funded),
the Series 2008 B Bonds Sinking Fund and the Series 2008 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 2008 Bonds
Construction Trust Fund, and following completion of construction of the Project, shall be
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deposited in the Revenue Fund and applied in full, first to the next ensuing interest payment, if
any, due on the Series 2008 A Bonds and the Series 2008 B Bonds, respectively, and then to the
next ensuing principal payment due thereon, all on a pro rata basis.

Any withdrawals from the Serics 2008 A Bonds Reserve Account or the Series 2008 B Bonds
Regerve Account which result in a reduction in the balance of such accournts to below the
Series 2008 A Bonds Reserve Requirement or the Series 2008 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 accunmlate 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 2008 A Bonds
Reserve Account or the Series 2008 B Bonds Reserve Account when the aggregate amount of
funds therein are at least equal to the aggrepate principal amount of the respective Bonds issued
parsuant 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 2008 A Bonds, the Series 2008 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
2008 A Bonds Reserve Account, the Series 2008 B Bonds Sinking Fund and the Series 2008 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.

Monies in the Series 2008 A Bonds Reserve Account, the Series 2008 B Bonds Sinking Fund and
the Series 2008 B Bonds Reserve Account shall be invested and reinvested by the Commission in
accordance with Section 8.01 hereof.

The Series 2008 A Bonds Reserve Account, the Series 2008 B Bonds Sinking Fund and the
Series 2008 B Bonds Reserve Account, shall be used solely and only for, and are hereby pledged
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for, the purpose of servicing the Series 2008 A Bonds ard the Series 2008 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 lssuer 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 iis
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
payrments shall be antomatically 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 defictencies in the funds and accounts herein shall be in the
same order as payments are to be made pursuant to this Section 5.03, and the Net Revenues shall
be applied to such deficiencies before being applied to any other payments hereunder.

H. All remittances made by the Issuer to the Commission or the Depository Bank
shall clearly ideniify the fond or account into which each amount is to be deposited.
L The Gross Revenues of the System shall only be used for purposes of the System.
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J. All Tap Fees shall be deposited by the Issuer, as received, in the Series 2008
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.
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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 2008 Bonds, the following amounts shall be
first deducted and deposited in the order set forth below:

A. From the proceeds of the Series 2008 A Bonds, there shall be deposited with the
Commuassion in the Series 2008 A Bonds Reserve Account, the amount, if any, set forth in the
Supplemental Resolution for funding the Series 2008 A Bonds Reserve Account.

B. From the proceeds of the Series 2008 B Bonds, there shall be deposited with the
Commission in the Series 2008 B Bonds Reserve Account, the amount, if any, set forth in the
Supplemental Resolution for funding of the Series 2008 B Bonds Reserve Account.

C. As the Issuer receives advances of the remaining monies derived from the sale of
the Series 2008 A Bonds, such monies shall be deposited with the Depository Bank in the
Series 2008 Bonds Construction Trust Fund and applied solely to payment of costs of the Project
i the manner set forth in Section 6.02 hereof and until so expended, are hereby pledged as
additional security for the Series 2008 A Bonds.

D. As the Issuer receives advances of the remaining monijes derived from the sale of
the Series 2008 B Bonds, such monies shall be deposited with the Depository Bank in the
Series 2008 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 2008 B Bonds.

E. 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 2008 A Bonds shall
be expended as directed by the Purchaser and any remaining proceeds of the Series 2008 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 2008 A Bonds in the Series 2008 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.

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 2008 B Bonds shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements of proceeds of the Series 2008
B Bonds from the Series 2008 Bonds Construction Trust Fund shall be made only after
submission to the Council of a certificate, signed by an Authorized Officer stating that:
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(i) None of the items for which the payment is proposed to be made has
formed the basis for any disbursement theretofore made;

(iiy Fach item for which the payment is proposed to be made is or was
necessary in conmnection with the Project and constitutes a Cost of the
Project;

(i) 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 2008 B Bonds within 3 years of the
date of the issuance of the Council’s Bonds, the proceeds of which were used {o make the loan to

the Issuer.

Pending such application, monies in the Series 2008 Bonds Constraction Trust Fund shall
be invested and reinvested in Qualified Investments at the written direction of the Issuer.

CH4911163.1
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ARTICLE VH

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 junsdiction by any Holder or
Holders of the Series 2008 Bonds. In addition to the other covenants, agreements and provisions
of this Bond Legislation, the Issuer hereby covenants and agrees with the Holders of the
Series 2008 Bonds as hereinafter provided in this Article VIL. All such covenants, agreements
and provisions shall be irrevocable, except as provided herein, as long as any of the Series 2008
Bonds or the interest, if any, thereon is Qutstanding and unpaid.

Section 7.02.  Bonds not to be Indebtedness of the Issuer. The Series 2008 Bonds shall
not be nor constitute an indebtedness of the Issuer within the meaning of any constitutional,
statufory or charter Hmitation, 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 2008 Bonds or
the interest, if any, thereon.

Section 7.03.  Bonds Secured bv Pledge of Net Revenues: Lien Position with Respect
to Prior Bonds. The payment of the debt service of all the Series 2008 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 2008 Bonds and the Prior Bonds and to make the payments into all funds and accounts and
all other payments provided for in the Bond Legislation are hereby irrevocably pledged, in the
manner provided herein, to such payments as they become due, and for the other purposes
provided in the Bond Legislation.

Section 7.04. Rates and Charges. The Issuer has obtained any and all approvals of
rates and charges required by State law and has taken any other action required to establish and
impose such rates and charges, with all requisite appeal periods having expired without successful
appeal and the Issuer shall supply an opinion of counsel to such effect. Such rates and charges
shall be sufficient to comply with the requirements of the Loan Agreement and the Issuer shall
supply a certificate of certified public accountant to such effect. The initial schedule of rates and
charges for the services and facilities of the System shall be as set forth and approved and
described in the Recommended Decision of the Public Service Commission of West Virginia
entered May 12, 2008, in Case No. 07-2381-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 2008 Bonds are outstanding, the Issuer
covenants and agrees to fix and collect rates, fees and other charges for the use of the System and
to take all such actions necessary to provide funds sufficient to produce the required sums set
forth in 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 commnection with the Series
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2008 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 sef 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 therecof, 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 2008 Bonds
are outstanding and except as otherwise required by law, and with the written consent of the
Purchaser, the Authority and the Counci, the System may not be sold, morigaged, 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 2008 A Bonds, immediately be remitted to the National
Finance Office, and with respect to the Series 2008 B Bonds, immediately be remitted to the
Commission for deposit in the Series 2008 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 2008 Bonds. Any balance remaining after the payment of all the Series 2008
Bonds and interest, if any, thereon shall be remitted to the Issuer unless necessary for the payment
of other obligations of the Issuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby reserves the
right to sell, lease or otherwise dispose of any of the property comprising a part of the System
hereinafter determined in the manner provided herein to be no longer necessary, useful or
profitable in the operation thereof. Prior to any such sale, lease or other disposition of such
property, if the amount to be received therefor, together with all other amounts received during
the same Fiscal Year for such sales, leases or other dispositions of such properties, is not in
excess of $10,000, the Issuer shall, by resolution duly adopted, determine that such property
comprising a part of the System is no longer necessary, useful or profitable in the operation
thereof and may then provide for the sale of such property. The proceeds of any such sale shall
be deposited in the Renewal and Replacement Fund. If the amount to be received from such sale,
lease or other disposition of said property, together with all other amounts received during the
same Fiscal Year for such sales, leases or other disposttions of such properiies, 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
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.
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No sale, lease or other disposition of the properties of the System shall be made by the
Issuer if the proceeds to be derived therefrom, together with all other amounts received during the
same Fiscal Year for such sales, leases, or other dispositions of such properties, shall be in excess
of $50,000 and insufficient to pay all Bonds then Outstanding without the prior approval and
consent 1n 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 Hoelders 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 Pavable 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 uniess 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 Resohitions 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 2008 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.

Al Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2008 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 {0 the System or
refunding any outstanding Bonds, or both such purposes.

So long as the Series 2008 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
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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 then 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 Hmitation 1y waived or when the Series 2008 A Bonds and the Prior
Bonds are no longer outstanding, the following parity requirement shall be met:

So long as the Series 2008 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, fiom 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 Panty Bonds, if any, shall not be less than 115% of the largest apgregate
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.

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
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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
Legisiation.

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 Bonds on such revenmes. 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 revenuaes, with the Series 2008 Bonds.

Neo Parity Bonds shall be issued at any time, however, unless all of the paymenis 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 Legistation.

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 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 adminisiration 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 2}l reasonable times following completion of construction of the Project and commmencement 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
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issued pursuant to this Bond Legislation shall have the right at all reasonable times to inspect the
Systemn 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 Serviee
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 vear to any Hoider 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.

The Issuer shall also, at least once a year, cause the books, records and accounts of the
System to be audited by Independent Certified Public Accountants {(and to the extent legally
required, in compliance with the applicable OMB Circular, or any successor thereto and the
Single Audit Act, or any successor thereto), and shall mail upon request, and make available
generally, the report of said Independent Certified Public Accountants, or a summary thereof, to
any Holder or Holders of the Series 2008 Bonds and shall submit said report to the Purchaser, the
Authority and the Council, or any other original purchaser of the Series 2008 Bonds. Such aundit
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 andited 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
requirernents. '

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
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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 fhe Project sife
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 2008 Bonds, equitable rates or
charges for the use of and service rendered by the System shall be estabhshed 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 af 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 margim for contingencies and temporary unanticipated reduction in income and revenues,
the Issuer hereby covenants and agrees that the schedule of rates or charges from time to time in
effect shall be sufficient, together with other revenues of the System (i) to provide for all
Operating Expenses of the System and (ii) to leave a balance each year equal to at least 115% of
the maximum amount required in any year for payment of principal of and interest, if any, on the
Series 2008 Bonds and all other obligations secured by a lien on or payable from such revenues
on a parity with the Series 2008 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 Seres 2008
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 2008 Bonds and all other obligations
secured by a lien on or payable from such revenues on a parity with the Series 2008 Bonds,
inchading 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
shali 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 Issiuer 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 ail
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 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 Authonity, 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 govemmental
bodies.
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The Issuer shall employ qualified operating personnel properly certified by the State to
operate the System during the entire term of the Loan Agreement.

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

Section 7.13.  Enforcement of Collections. The Issuer will diligently enforce and
collect all fees, rentals or other charges for the services and facilities of the System, and take all
steps, actions and proceedings for the enforcement and collection of such fees, rentals or other.
charges which shall become delinquent to the full extent permitted or authorized by the Act, the
rules and regulations of the 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 rernain unpaid for a period of 20 days after the same shall become due and payable,
the user of the services and faciliiies shall be delinguent 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 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.
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Section 7.15.

Insurance and Construction Bonds. A. The Issuer hereby covenanis 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. In time of war the Issuer will also carry and maintain insurance
to the extent available against the risks and hazards of war. The
proceeds of all such insurance policies shall be placed in the Renewal
and Replacement Fund and used only for the repairs and restoration of
the damaged or destroyed properties or for the other purposes provided
herein for the Renewal and Replacement Fund. The Issuer will itself, or
will require each contractor and subcontractor to, obtain and maintain
builder’s risk imsurance (fire and extended coverage)} to protect the
interests of the Issuer, the Authority, the prime contractor and all
subcontractors as their respective interests may appear, in accordance
with the Loan Agreement, during construction of the Project on a 100%
basis {completed value form) on the insurable portion of the Project,
such insurance to be made payable to the order of the Purchaser, the
Authority, the TIssuer, 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.
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(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 eroployee 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 fime 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
confract price of the portion of the Project covered by the particular contract as security for the
faithful performance of such contract. The Issuer shall verify such bonds prior to commencement
of construction.

The Issuer shall also require all contractors engaged in the construction of the Project to
carry such worker’s compensation coverage for all employees working on the Project and public
liability insurance, vehicular liability insurance and property damage insurance in amounts
adequate for such purposes and as is customarily carried with respect to works and properties
similar to the Project; provided that the amounts and terms of such coverage are satisfactory to
the Authority and the 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 Pubhic 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 and the Issuer shall supply
an opinion of counsel to such effect.
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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
Couneil, 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.  Reserved.

Section 7.20.  Securities Laws Comphance. The Issuer will provide the Authority, in a
timely manner, with any and all information that may be requested of it (including its annual
audit report, financial statements, related information and notices of changes in usage and
customer base) so that the Authority may comply with the provisions of SEC Rule 15¢2-12 (17
CFR Part 240).

Section 7.21.  Statutory Mortgage Lien. For the further protection of the Holders of the
Series 2008 Bonds, a statutory mortgage lien upon the System is granted and created by the Act,
which statutory mortgage len is hereby recognized and declared to be valid and binding, shall
take effect irmmediately upon delivery of the Series 2008 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; Change Ovders, Public Releases. A. The Issuer shall
simultaneously with the delivery of the Series 2008 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
Coungil for written approval. The Issuer shall obtain the written approval of the Purchaser before
expending any proceeds of the Series 2008 A Bonds held in “contingency” as set forth in the
schedule attached to the certificate of the Consulting Engineer. The Issuer shall also obtain the
written approval of the Purchaser before expending any proceeds of the Series 2008 A Bonds
made available due to bid or construction or project underruns.

C. The Issuer shall obtain the written approval of the Council before expending any
proceeds of the Series 2008 B 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 Council before expending any proceeds of the Series 2008 B Bonds made available due to bid
or construction or project underruns.

D. 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.
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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 liguidation. 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
2008 B Bonds as a condition to issuance of the Series 2008 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 2008 B Bonds as may be necessary in order to maintain the status of the
Series 2008 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 2008 B Bonds
which would cause any bonds, the interest on which is exempt from federal income taxation
under Section 103(a} of the Code, issued by the Authority or the Council, as the case may be,
from which the proceeds of the Series 2008 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

54

CHA4911163.1



the covenants and agreements set forth in this Section, regardiess of whether such actions may be
conirary to any of the provisions of this Resolution.

The Issuer shall anmually furnish to the Authority information with respect to the Issuer’s
use of the proceeds of the Series 2008 B Bonds and any additional information requested by the
Authority.
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ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of the following events shall constitute an
“Fvent of Default” with respect to the Series 2008 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 2008 Bonds; or

(2) If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Series 2008 Bonds
set forth in this Bond Legislation, any supplemental resolution or in the
Series 2008 Bonds, and such defauit shall have continued for a period of
30 days after the Issuer shall have been given written notice of such
defaunit by the Commission, the Depository Bank, the Registrar, the
Paying Agent or any other Paying Agent or a Holder of a Bond; or

(3) If the Issuer files a petition seeking reorganization or arrangement
under the federal bankruptcy laws or any other applicable 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 defaslt occurs in the due and punctual
payment of the principal of or interest on any series of the Series 2008 Bonds or the Prior Bonds,
it shall constitute an “Event of Defanlt” with respect to the other series of the Series 2008 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 partictlar, (1) bring suit
for any unpaid principal or interest then due, (i1} by mandamus or other appropriate proceeding
enforee all nghts 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,
(1i1) bring suit upon the Bonds; (v} by action at law or bill in equify 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 viclation of the Bond Legislation with respect to the
Bonds, or the rights of such Registered Owners; provided that, all rights and remedies of the
Holders of the Series 2008 A Bonds and the Series 2008 B Bonds shall be on a parity with each
other and the Prior Bonds.
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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 mghts, have the right by appropriate legal proceedings to obtain the
appointment of a recetver 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 déposits 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 ifs 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, mortgage or otherwise dispose of any
assets of any kind or character belonging or pertaining to the System, but the authority of such
receiver shall be limited to the completion of the Project and the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and Registered
Owners of such Bonds and the curing and making good of any Event of Default with respect
thereto under the provisions of this Bond Legislation, and the title to and ownership of the System
shall remain in the Issuer, and no court shall have any jurisdiction to enter any order or decree
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permitting or requiring such receiver to sell, assign, mortgage or otherwise dispose of any assets
of the System.
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ARTICLE X

PAYMENT OF BONDS

Section 10.01. Pavment of Bonds If the Issuer shall pay or there shall otherwise be paid
to the Holders of the Series 2008 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 Legisiation, 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 2008 Bonds, shall thereupon cease, terminate and become void and be discharged and
satisfied; except as may otherwise be necessary to assure the exclusion of mterest, if any, on the
Series 2008 Bonds from gross income for federal income tax purposes.

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.
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ARTICLE X1

MISCELLANEOUS

Section 11.01, Amendment or Modification of Bond Legislation. Prior to issuance of
the Series 2008 Bonds, this Resolution may be amended or supplemented in any way by the
Supplemental Resolution. Following issuance of the Series 2008 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 2008 Bonds, shall be made without the consent in writing of the Registered Owners
of the Series 2008 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 2008 Bonds from gross income of the holders
thereot.

Section 11.02. Bond Legislation Constitutes Confract. The provisions of the Bond
Legislation shall constitute a contract between the Issuer and the Registered Owners of the
Series 2008 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 2008 Bonds.

Section 13.04. Headings, LFtc. 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, 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, bave happened, have been performed
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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.

[Remainder of Page Intentionally Blank]
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Adopted this 21st day of October, 2008.

ADRIAN PUBLIC SERVICE DISTRICT

)
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board of
ADRIAN PUBLIC SERVICE DISTRICT on October 21, 2008.

Dated: October 23, 2008.

(A %M %éww
s 5 S

Secretary

1¢.03.08
002540.00002
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ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture); and
Water Revenue Bonds, Series 2008 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 2008 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), AND WATER REVENUE BONDS,
SERIES 2008 B (WEST VIRGINIA INFRASTRUCTURE
FUND), OF ADRIAN PUBLIC SERVICE DISTRICT;
APPROVING AND RATIFYING THE LOAN AGREEMENT
"RELATING TO THE SERIES 2008 B BONDS;
AUTHORIZING AND APPROVING THE SALE OF THE
SERIES 2008 A BONDS TO THE UNITED STATES
DEPARTMENT OF AGRICULTURE AND THE SERIES 2008
B BONDS TO THE WESTVIRGINIA 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 Adrian
Public Service District (the “Issuer™) has duly and officially adopted a bond resolution on
October 21, 2008 (the “Bond Resolution” or the “Resolution™), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING PUBLIC WATERWORKS
FACILITIES OF ADRIAN PUBLIC SERVICE DISTRICT
AND THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF THROUGH THE ISSUANCE BY
THE DISTRICT OF NOT MORE THAN $1,830,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES2008 A, AND NOT MORE
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THAN $500,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES2008B (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 2008 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
shali 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 2008 A (United States Department of Agriculture), and Water Revenue
Bonds, Series 2008 B (West Virginia Infrastructure Fund), of the Issuer (collectively, the
“Bonds” and individually, the “Series 2008 A Bonds” and the “Series 2008 B Bonds™), in
the respective aggregate principal amounts not to exceed $1,830,000 and $500,000, and has
authorized the execution and delivery of the loan agreement relating to the Series 2008 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 Counci! (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;

WHEREAS, the Series 2008 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 2008 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 ILoan
Agreement be approved and ratified by the Issuer, that the exact principal amounts, the

2
CH4910567.1



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 ADRIAN PUBLIC SERVICE DISTRICT:

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

A.  Water Revenue Bonds, Series 2008 A (United States Department
of Agriculture), of the Issuer, originally represented by a single Bond, numbered AR-1 in
the principal amount of $1,830,000. The Series 2008 A Bonds shall be dated the date of
delivery thereof, shall bear interest at the rate of 4.25% per annum, interest only payable in
monthly instaliments for the first 24 months commencing 30 days following delivery of the
Series 2008 A Bonds and continuing on the corresponding day of each month and,
thereafter, principal and interest are payable in monthly installments of $8,107 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 2008 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 2008 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 2008 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 2008 B (West Virginia Infrastructure
Fund), of the Issuer, originally represented by a single Bond, numbered BR-1, in the
principal amount of $500,000. The Series 2008 B Bonds shall be dated the date of delivery
thereof, shall finally mature September 1, 2048, and shall bear no interest. The principal of
the Series 2008 B Bonds shall be payable quarterly, on March 1, June 1, September 1 and
December 1 of each year, commencing September 1, 2010, to and including September 1,
2048, and in the amounts as set forth in the “Schedule Y™ attached to the Loan Agreement
and incorporated in and made a part of the Series 2008 B Bonds.

The Series 2008 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 Agreement, so long as the
Authority shall be the registered owner of the Series 2008 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
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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 Tssuer
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 2008
A Bonds and the Series 2008 B Bonds shall be advanced from time to time as requisitioned
by the Issuer.

Section4.  The Issuer does hereby appoint and designate The Huntington
National Bank, Charleston, West Virginia, to serve as Registrar (the “Registrar”™) for the
Series 2008 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 2008 B Bonds under the Bond Resolution.

Section 6.  The Issuer does hereby appoint and designate JPMorgan Chase
Bank, Buckhannon, West Virginia, to serve as Depository Bank under the Bond Resolution.

Section 7. All proceeds of the Series 2008 A Bonds shall be deposited in or
credited to the Series 2008 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 2008 A Bonds.

Section 8. Series 2008 B Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2008 B Bonds Sinking Fund, as capitalized interest.

Section 9. Series 2008 B Bonds proceeds in the amount of $13,072 shall be
deposited in the Series 2008 B Bonds Reserve Account.

Section 10, The balance of the proceeds of the Series 2008 B Bonds shall be
deposited in or credited to the Series 2008 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 11. 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 2008 A Bonds may be
delivered on or about October 23, 2008 to the Purchaser pursuant to the Letter of
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Conditions, and the Series 2008 B Bonds may be delivered on or about October 23, 2008 to
the Authority pursuant to the Loan Agreement.

Section 12. The acquisition and construction of the Project and the financing
thereof in part with proceeds of the Bonds are in the public interest, serve a public purpose
of the Issuer and will promote the health, welfare and safety of the residents of the Issuer.

Section 13. 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 2008 A Bonds Reserve Account, the Series 2008 B Bonds Sinking
Fund and the Series 2008 B Bonds Reserve Account shall be invested by the West Virginia
Municipal Bond Commission in the West Virginia Consolidated Fund.

Section i4. The Issuer hereby approves and accepts all contracts relating to
the financing, acquisition and construction of the Project.

Section 15. This Supplemental Resolution shall be effective immediately

following adoption hereof.

[Remainder of Page Intentionally Blank]
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Adopted this 21st day of October, 2008.

ADRIAN PUBLIC SERVICE DISTRICT
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by ADRIAN
PUBLIC SERVICE DISTRICT on this 21st day of October, 2008.

Dated: October 23, 2008,

e iiner
' o/

Secretary

10.66.08
002540.00002
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ARRIAN 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 ADRIAN PUBLIC SERVICE
DISTRICT, AND THE FINANCING OF THE COST, NOT
OTHERWISE PROVIDED THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$1,200,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2004 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 ADRIAN PUBLIC SERVICE DISTRICT:

A LE

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for This Resglution. This Resolution is adopted
parsuant 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. Adrian Public Service District
fthe “Issuer”) is a public corporation and public service district and political subdivision of
the State of West Virginia in Upshur County of said State, duly created pursuant to the Act
by The County Commission of Upshur 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. 1t 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 eight separate line
extensions to serve the following areas of southern Upshur County; Gould, Grand Camyp and
Big Bend Ridge; Beachtown Road; Natural Bridge, Evergreen and Alton; Route 11;
Frenchton Road; Laurel Fork; Route 34; and Route 32, to serve approximately 240
households, 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, 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 compietion 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 $3,485,000, of which $1,200,000 will be obtained from the proceeds of sale of the
Series 2004 A Bonds herein authorized and $2,285,000 will be obtained from a grant from
the Purchaser.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 2004 A (United States Department of Agriculture), in the aggregate principal amount
of $1,200,000 (the "Series 2004 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 2004 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improverments 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 practicability of the Project, administrative expense, and such other expenses as may be

necessaty 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
{ssuer 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 2004 A Bonds as to liens, pledge and source of and security for
payment, being the Water Revenue Bond, Series 1989, dated July 21, 1988, issued in the
original aggregate principal amount of $990,000, the Water Revenue Bonds, Series 1996 A,
dated September 11, 1996, issued in the original aggregate principal amount of $650,000,
the Water Revenue Bonds, Series 1996 B, dated September 11, 1996, issued in the original
aggregate principal amount of $850,000 and the Water Revenue Bonds, Series 2000 A
(United States Department of Agriculture), dated October 6, 2000, issued in the original
aggregate principal amount of $1,200,000 (collectively, the "Prior Bonds"), and held by the
Purchaser. 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 2004 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 foregaing 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 2004 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letter of Conditions, dated
August 12, 2002, and all amendments thereto, if any (collectively, the "Letter of
Conditions™).

L The Issuer has complied with all requirements of law relating to the
aunthorization 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 2004 A Bonds, or will have so complied prior to issuance of the Series 2004 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
converence 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 Leuislation Constitutes Contract. In consideration of
the acceptance of the Series 2004 A Bonds by those who shall be the Registered Owner of
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the same from fime 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 2004 A Bonds.

Section 1.04. Defipitions.  In addition to capitalized terms defined
elsewhere herein, the following terms shall have the following meanings herein unless the text

otherwise expressly requires:

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

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

"Bond Registrar" means the Issuer, which shall usually so act by its Secretary.
"Bonds" means, collectively, the Series 2004 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 Hornor Brothers Engineers, Clarksburg, 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 Bank One, West Virginia, N.A., Buckhannon,
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 ail 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 | and ending on
the succeeding June 30.

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

CH631506.1 4



"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 Adrian Public Service District, a
public service district and a public corporation and a political subdivision of the State of West
Virginia, in Upshur County, West Virginia, and includes the Governing Body.

"Letter of Conditions"” means, collectively, the Letter of Conditions of the
Purchaser dated August 12, 2002, 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 2004 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 System and its facilities, and includes, without limiting the generality
of the foregoing, insurance premiums, salaries, wages and administrative expenses of the
Issuer relating and chargeable solely to the System, the accumulation of appropriate reserves
for charges not annually recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally and regularly included
under recognized accounting principles and retention of a sum not to exceed one-gixth 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 the Prior Bonds and into the Reserve Fund and Depreciation Reserve have
been made to the last monthly payment date prior to the date of such retention.

*Prior Bonds" means the Water Revenue Bond, Series 1989, the Water Revenue
Bonds, Series 1996 A, the Water Revenue Bonds, Series 1996 B and the Water Revenue
Bonds, Series 2000 A, of the Issuer described in Section 1.02G hereof.

"Prior Resolutions" means, collectively, the resolution of the Issuer, adopted
April 25, 1988 (the "1988 Resolution™), authorizing the issuance of the Series 1989 Bond,
the resolution of the Issuer, adopted September 11, 1996 (the "1996 Resolution"), authorizing
the issnance of the Series 1996 A Bonds and Series 1996 B Bonds, and the resolution of the
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Issuer, adopted October 4, 2000 (the "2000 Resohstion"), authorizing the issuance of the
Series 2000 A 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:

{z)  Govermnment Obligations;

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

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

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

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

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

{(g) Repurchase agreements, Tully 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 collatera! therefor, must have (or its agent must have)
possession of such coliateral, and such collateral must be free of
all claims by third parties;

{hy  The West Virginia "consolidated fund" marnaged by
the West Virginia Investment Management Board 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 exchuded from gross
income for federal income tax pwrposes, and which are rated at
feast "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 Resolution 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
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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.

"Series 2004 A Bonds" means the Water Revenue Bonds, Series 2004 A [United
States Department of Agriculture), anthorized 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 constiucted 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 inciude the plural number in each case
and vice versa; words importing persons shail 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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RIICLEL

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

onstruction of the

Section 2.01. Authorization of Acquigition a
Project, There is hereby authorized and ordered the acquisition and construction of the

Project, at an estimated cost of $3,485,000, 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 2004 A Bonds hercby authorized shall be

applied as provided in Article IV hereof.

CHB631506.1



ARTICLE T

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds,  Subject and pursuant {o the

provisions of the Bond Legislation, the Series 2004 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2004 A (United States Department of Agriculture)”, are.
hereby authorized to be issued in the principal amount of $1,200,000, 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 2004 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 2004 A Bonds shall bear interest {rom the date of
delivery, payable monthly at the rate of 4.50% per annum, and shall be sold for the par value

thereof.

The Series 2004 A Bonds shall be subject to prepayment of scheduled monthly
instaliments, or any portion thereof, at the option of the Issuer, and shall be payable as
provided in the respective Bond forms hereinafter set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 2004 A Bonds shall be and have all the qualities and incidents of a
negotiable instrument under the Uniform Commereial Code of the State of West Virginia, but
the Series 2004 A Bonds, and the right to principal of and stated interest on the Series 2004 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 2004 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 2004 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 2004 A Bonds shall be permitted to be
made after the 15th day next preceding any installment payment date on the Series 2004 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 2004 A Bonds, and, upon presentation for such purpose, the Bond

Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2004 A Bonds initially issued purswant hereto and register the transfer, or cause to be
registered by its agent, on such books, the transfer of the Series 2004 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2004 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 parinership 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 2004 A Bonds shall initially be fully
registered as {o both principal and interest in the name of the United States of America. So
long as the Series 2004 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 2004 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 2004 A Bonds shall cease 1o be such officer of the Issuer before
the Series 2004 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 2004 A Bonds may be signed and sealed on behaif 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 Mutila Destro Stolen or Lost.  In case the
Series 2004 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 substitation 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 {ssuer may require, The Series 2004 A Bonds so surrendered shall be
canceled and held for the account of the Issuer, If the Series 2004 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 Secur ledge of N venues, The payment
of the debt service of the Series 2004 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 2004 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 2004 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 2004 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)

ADRIAN PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 2004 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-1 $1.,200,000

FOR VALUE RECEIVED, ADRIAN 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, 8t. Louis, Missouri
63103, or at such other place as the Government may hereafter designate in writing, the
principal sum of ONE MILLION TWO HUNDRED THOUSAND DOLLARS ($1,200,000),
plus interest on 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 $5,508, 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 moditying the foregoing schedule of payments.

If the total amount of the loan is not advanced at the time of oan closing, the
loan shall be advanced to Borrower as requested by Borrower and approved by the
Govermment 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.

CH631506. 1 13



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 hotder.

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 aceruing 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 ocutstanding 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 Systern. This Bond does not in any manner constitute an indebtedness
of the Borrower within the meaning of any constitational 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 Resolution and upon swrrender 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 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 — , 2004, 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 o the Consolidated Fanmer and Rural Development Act of 1965, ag
amended. This Bond shall be subject to the present regulations of the Government and to its
future regulations not inconsistent with the express provisions hereof.

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

SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER'S WATER
REVENUE BOND, SERIES 1989, WATER REVENUE BONDS, SERIES 1996 A, WATER
REVENUE BONDS, SERIES 1996 B, AND WATER REVENUE BONDS, SERTES 2000

A, AS DESCRIBED IN THE RESOLUTION.,
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IN WITNESS WHEREOF, ADRIAN 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.

ADRIAN PUBLIC SERVICE DISTRICT
(Name of Borrower) e

[CORPORATE SEAL]

{Signature of Executive Official)

Chairman, Public Service Board
{Title of Executive Official)

P.O. Box 87
P. O, Box No. or Street Address)

French Cree est Virginia 26218
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary, Public Service Board
(Title of Executive Official)
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{Form o0

RECORD OF ADVANCES

DATE

DATE

AMOUNT

AMOUNT

19)

(20§

$

5 £

22 -¢

(21}

238

28] $

[235). . §

(26).-$

28)_§

{29). §

130} §

(31} §

82§

(148

3§

(34)§

125)$

TOTAL

17
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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 rcg;stratmn 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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AR E_IV

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

Section 4.01, E lishm {F s and Accounts wi osit

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);
{2y Series 2004 A Reserve Account; and

(3)  Project Construction Account.

Section 4.02. Establishment of Funds and Accounts with Commission.
The following special fands 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
from all other funds or accounts of the Commission and the Issuer and from each other:

{1 Series 2004 A Bonds Reserve Account.

Section 4.03, B Proceeds: Project Construction Account,  The
proceeds of the sale of the Series 2004 A Bonds shall be deposited upon receipt by the Issuer
in the Project Construction Account.  The monies in the Project Construction Account in
excess of the amount insured by FDIC shall be secured at all fimes by the Depository Bank
by securities or in a manner lawful for the securing of deposits of State and municipal funds
under West Virginia law. Monies in the Project Construction Account shall be expended by

the lssuer solely for the purposes provided herein.

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

Until completion of acgnisition 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
instaliments on the Series 2004 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 4.04, Covenants of the Igrsuer as o Svstems Revenues and Funds,
So long as any of the Series 2004 A Bonds shall be outstanding and unpaid, or until there

shall have been get apart in the Series 2004 A Bands Reserve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2004 A Bonds remaining vnpaid, together with interest accrued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 2004 A Bonds as follows:

A, REVENUE FUND. The entire Gross Revenues
derived from the operation of the System, and al 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 Resolution 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 2004 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 2004 A Bonds and to amortize the principal of the Prior
Bonds and the Series 2004 A Bonds over the respective lives of
cach respective Bond issue. Al payments with respect to
principal of and interest on the Prior Bonds and the Series 2004 A
Bonds shall be made on an equal pro rata basis in accordance with
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the respective aggregate principal amounts thereof putstanding
and on a parity with each other.

(3} The [ssuer shall next, on the first day of each month,
transfer from the Revenue Fund and remit (i) to the Depository
Bank for deposit into the respective Reserve Funds, the amounts
required by the Prior Resolutions; and (if} to the Commission for
deposit into the Series 2004 A Bonds Reserve Account, 10% of
the monthly payment amount, calculated monthly, until the
amount in the Series 2004 A Bonds Reserve Account equals the
Minimum Reserve. Monies in the Series 2004 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 2004 A Bonds to the National Finance Office as the same
shall become due or for prepayment of installiments on the
Series 2004 A Bonds, or for mandatory prepayment of the
Series 2004 A Bonds as hereinafter provided, and for no other
purpose; provided, however, that when the Minimum Reserve has
been accumulated in the Series 2004 A Bonds Reserve Account,
all earnings of investments of monies therein shall at least
annually be transferred to and deposited in the Revenue Fund.

(4)  The Jssuer shall next, on the first day of cach
month, transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Depreciation Reserve the
amounts required by the Prior Resolutions.  Monies in the
Depreciation Reserve may be withdrawn by the Issuer and used
as provided by the Prior Resolutions.

(5)  After all the foregoing provisions for use of

" monies in the Revenne Fund have been fully complied with, any

maonies 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.

Whenever the money in the Series 2004 A Bonds Reserve
Account shall be sufficient to prepay the Series 2004 A Bonds in
full, it shall be the mandatory duty of the Issuer, anything to the
contrary herein notwithstanding, to prepay the Series 2004 A
Bonds at the earliest practical date and in accordance with
applicable provisions hereof.
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The Commission is hereby designated as the Fiscal Agent
for the administration of the Series 2004 A Bonds Reserve
Account as herein provided, and all amounts required for the
Series 2004 A 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 Tssuer 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 ali such payments
shall be remitted to the Commission with appropriate instructions
as to the custody, use and application thereof consistent with the
provisions of this Bond Legislation.

The Revenue Fund and the Series 2004 A Bonds Reserve
Account 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 2004 A Bonds and the interest thereon.

If on any payment date the Revenues are insufficient to
rake 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, shail be made on a parity and pro rata,
with respect to the Series 2004 A Bonds and the Prior Bonds, in
accordance with the respective principal amounts then
Outstanding.

The Commission, at the direction of the Issuer, shall keep
the monies in the Series 2004 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
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Legislation shall, unless otherwise provided herein or required by
Iaw, 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 Investment Management Board. 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. Earmings from monies in the Series 2004 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 Igsuer, to be deposited in the
Revenue Fund.

C. CHANGE OF DEPOSITORY BANK. The Issuer
may designate another bank or trust company msured 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 Ionger 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 2004 A Bonds, provide evidence that there
will be at least 1,457 bona fide users upon the Project on
completion, in full compliance with the requirements and
conditions of the Purchaser.

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

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

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

deposited.

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

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 2004 A Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $1,200,000 (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

ag 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 2004 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 2004 A Bonds

shali be outstanding and unpaid, or until there shall have been set apart in the Series 2004 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 2004 A
Bonds remaining unpaid, together with interest accrued and to accrue therzon 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 2004 A Bonds.

Section 3.02. 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 2004 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 3.03. Sale of the System. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 2004 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 Resolutions authorizing the Prior Bonds shall be applicable. 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 Qutstanding;

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

(3)  The Parity Bonds than proposed to be issued.
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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 2004 A Bonds remain outstanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in
the following amounts:

(a)  Firs. Lightning, Vandalism, Malicious Mischief and
Exiended 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 [ssuer will promptly
arrange for the application of the insurance proceeds for the
repalr or recongtruction 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 2004 A Bonds.

{¢)  VYehicular Public Liability Insurance, in the cvent 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.

CHG31506. 1 26




(d) Workers' . Compensation. Coverage . for All
lo he District Eligible Therefor and Performanc
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.

() 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 Purchager from time to time.

(&) Provided, however, and in liew of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 2004 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, Statuto rteage Lien, For the further protection of the
Holder of the Series 2004 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 2004 A Bonds.

Section 5.07.

declared an "Event of Default":
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(a) Failure to make payment of any monthly
amortization installment upon the Series 2004 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 2004 A 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 2004 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 vear and
ending on the following June 30, which period shall also constitute the budget year for the
operation and maintenance of the System. Not later than 30 days prior to the beginning of
each Fiscal Year, the Issuer agrees to adopt the Annual Budget for the ensuing year, and no
expenditures for operation and maintenance expenses of the System in excess of the Annual
Budget shall be made during such Fiscal Year unless unanimously authorized and directed
by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser
by the beginning of each Fiscal Year,

If for any reason the Issuer shall not have adopted the Annual Budget before the
Ist day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year preceding by more than
10 % ; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
Expenses shall be mailed imrmediately 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 reasenable 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 fong as the Series 2004 A Bonds are

outstanding.

Section 35.14, 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 {or 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 December. 18, 2003, Case No. 03-

1001-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 with water and sewer services by the Issuer without
payvment at the same time of a sewer bill owed by such customer for the same premises.
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ARTICLE VII

MISCELLANEQUS

Section 7.01, Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2004 A Bonds, the principal of and interest due
or {o become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 2004 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 2004 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 2004 A Bonds,
the Issuer may not defease the Series 2004 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 Pelivery of Bonds, The Chairman, Secretary and Treasurer

of the Governing Body are hereby authorized and directed to cause the Series 2004 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, agreementis or provisions shalt 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 2004 A Bonds.

Scction 7.03, Canflicting Proyvisions 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).
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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, Fte. The Issuer caovenants 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 regnlar 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.

Adopted this 13th day of February, 2004,

ADRIAN PUBLIC SERVICE DISTRIC
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CERTIFICATI

Certified a true copy of a Resolution duly adopted by the Public Service Board
of ADRIAN PUBLIC SERVICE DISTRICT on the 13th day of February, 2004,
Dated: February 18, 2004.

[SEAL]

ACUAI.  ~—T6E120
¢ etary

02/05/04
£02540/00001
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DRI L ViC TRIC

RESOLUTION AUTHORIZING THE ACQUISITION AND

CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF ADRIAN PUBLIC SERVICE
DISTRICT, AND THE FINANCING OF THE COST, NOT
OTHERWISE PROVIDED THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$1,800,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2006 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
RESQLUTION SHALL TAKE EFFECT

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

ARTICLE 1
STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS
Section [.01. Authority for This Resolution. This Resolution is adopted

pursuant to the provisions of Chapier 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act"), and other applicable provisions of law. Adrian Public Service District
(the "Issuer"} is a public corporation and public service district and political subdivision of
the State of West Virginia in Upshur County of said State, duly created pursuant to the Act

by The County Commission of Upshur County.

Section 1.02 Findings and Determninations. 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 to such existing
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waterworks facilities with all appurtenant facilities, within the boundaries of the Tssuer 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 ordeved, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of approximately
130,600 linear feet of 2-inch, 4-inch and 6-inch water lines incorporating one booster station,
one bydropneumatic pumping station and one water storage tank, 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 Tssuer, 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 i 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 ail funds and accounts and other payments provided for herein.

D.  The estimated maximum cost of the acquisition and construction of the
Project is $3,100,000, of which $1,800,000 will be obtained from the proceeds of sale of the
Series 2000 A Bonds herein authorized, $1,050,000 will be obtained from a grant from the
Purchaser and $250,000 will be contributed by the Issuer.

E. it is necessary for the Issuer to issue its Water Revenue Bonds,
Series 2000 A (United States Department of Agriculture), in the aggregate principal amount
of $1,800,000 (the "Series 2000 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 2000 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
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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 2000 A Bonds as to liens, pledge and source of and security for
payment, being the Water Revenue Bond, Series 1989, dated July 21, 1988, issued in the
original aggregate principal amount of $990,000, the Water Revenue Bonds, Series 1996 A,
dated September 11, 1996, issued in the original aggregate principal amount of $650,000,
and the Water Revenue Bonds, Series 1996 B, dated September 11, 1996, issued in the
original aggregate principal amount of $850,000 (collectively, the "Prior Bonds"), and held
by the Purchaser. 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 2000 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
resofutions 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.  Itisinthe best interest of the Issuer that the Series 2000 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letter of Conditions, dated
July 2, 1999, and all amendments thereto, if any (collectively, the "Letter of Conditions").

L The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
Series 2000 A Bonds, or will have so complied prior to issuance of the Series 2000 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 103, Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2000 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 2000 A Bonds.
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Section 1.04 Definitions. In addition to capitalized terms defined
elsewhere herein, the following terms shall have the following meanings herein unless the text
otherwise expressly requires:

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

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

"Bond Registrar” means the Issuer, which shall usually so act by its Secretary.
"Bonds" means, collectively, the Series 2000 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 Horror Brothers Engineers, Clarksburg, 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 Bank One, West Virginia, N.A., Buckhannon,
West Virginia, a bank or trust company which is a member of FDIC (herein defined), and
its successots 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” meang, collectively, ali grants committed for the Project.
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"Herein" or "herein” means in this Bond Legisiation.

"Tssuer," "Borrower" or "District” means Adrian Public Service District, a
public service district and & public corporation and a political subdivision of the State of West
Virginia, in Upshur County, West Virginia, and includes the Governing Body.

"Letter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated July 2, 1999, 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 2000 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 System and its facilities, and includes, without limiting the generality
of the foregoing, insurance premiums, salaries, wages and administrative expenses of the
Issuer relating and chargeable solely to the System, the accumulation of appropriate reserves
for charges not annually recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally and regularly included
under recognized accounting principles and retention of a sum not to exceed one-sixth of the
budgeted Operating Expenses stated above for the current year as working capital, and
language herein requiring payment of Operating Expenses means also retention of not to
exceed such sum as working capital; provided that, all monthly amortization payments upon
the Bonds and the Prior Bonds and into the Reserve Fund and Depreciation Reserve have
been made to the last monthly payment date prior to the date of such retention.

"Prior Bonds" means the Water Revenue Bond, Series 1989, the Water Revenue
Bonds, Series 1996 A and the Water Revenue Bonds, Series 1996 B, of the Issuer described

in Section 1.02G hereof.

"Prior Resolutions™ means, collectively, the resolution of the Issuer, adopted
April 25, 1988 (the "1988 Resolution"), authorizing the issuance of the Series 1989 Bond and
the resolution of the Issuer, adopted September 11, 1996 (the "1996 Resolution"), authorizing
the issuance of the Series 1996 A Bonds and Series 1996 B 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.
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"Qualified Investments" means and includes any of the following, to the extent
such investments are permitted by law:

()  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 Autherity;

(dy  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 issned 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
arrangerments) 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;

{0 Money market funds or similar funds whose onty
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)
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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 sajd investments securing said repurchase

agreements either must mature as nearty 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 fo 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
feast "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 Resolution 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 calenlated in accordance with sound ..

accounting practices.
"Secretary” means the Secretary of the Governing Body.

"Series 2000 A Bonds"” means the Water Revenue Bonds, Series 2000 A (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond

Legislation,
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“Systemn™ 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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ARTI 11

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01, Authorization of Acguisition and Construction of the
Project, There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $3,100,000, 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 2000 A Bonds hereby authorized shall be
applied as provided in Article IV hereof.
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ARTICLE [T

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE GF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 2000 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2000 A (United States Department of Agriculture)”, are
hereby authorized to be issued in the principal amount of $1,800,000, 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 2000 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 2000 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.5% per anmum, and shall be sold for the par value

thereof,

The Series 2000 A Bonds shall be subject to prepayment of scheduled monthly
instaliments, or any portion thereof, at the option of the Issuer, and shall be payable ag
provided in the respective Bond forms hereinafter set forth.

Section 3.03. Negotiabiiity, Registration, Iransfer and Exchange of
Bonds. The Series 2000 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 2000 A Bonds, and the right to principal of and stated interest on the Series 2000 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 2000 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 2000 A Bonds shall be surrendered for registration of
transier, 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 {ransfer.

No registration of transfer of the Series 2000 A Bonds shall be permitted to be
made after the 15th day next preceding any mstallment payment date on the Series 2000 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 2000 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2000 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 2000 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2000 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 2000 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 2000 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 Serics 2000 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 2000 A Bonds shall cease to be such officer of the Issuer before
the Series 2000 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 2000 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 3.086, Bonds Mutilated, Destroved, Stolen or Lost. In case the

Series 2000 A Bonds shall become mutilated or be destroyed, stolen or Iost, the [ssuer 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 reagonable regulations
and conditions as the Issuer may reguire. The Series 2000 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. I the Series 2000 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 »> Pledge of Net Revenues. The payment
of the debt service of the Series 2000 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 2000 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 2000 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 2000 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)

ADRIAN PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 2000 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,800,000
No. AR-1 Date: , 2000

FOR VALUE RECEIVED, ADRIAN 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 MILLION EIGHT HUNDRED THOUSAND DOLLARS
($1,800,000), 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 $8,262, covering principal and interest, thereafter on said corresponding
day of each month, except that the final installment shall be paid at the end of 40 years from
the date of this Bond, in the sum of the unpaid principal and interest due on the date thereof,
and except that prepayments may be made as provided hereinbelow. The consideration
herefor shall support any agreement modifying the foregoing schedule of payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made
at any time at the option of Borrower.  Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the instaliments last to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining instaliments 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 elsewhete
to finance its actoal 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 revennes the reasonable current costs of operation
and maintenance of the System, This Bond does not in any manner constifute an indebtedness
of the Borrower within the meaning of any constitutional or statatory 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 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 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 , 2000, authorizing issuance of this Bond (the "Resolution™).

If at any time it shall appear to the Government that Berrower may be able to
obtain a foan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower wili, at the Government's
request, apply for and aceept 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 WATER
REVENUE BOND, SERIES 1989, WATER REVENUE BONDS, SERIES 1896 A, AND
WATER REVENUE BONDS, SERIES 1996 B, AS DESCRIBED IN THE RESOLUTION,
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IN WITNESS WHEREOF, ADRIAN PUBLIC SERVICE DISTRICT has
caused this Bond to be executed by its Chairman and its corporate seal fo be hereunto affixed
or imprinted hereon and attested by its Secretary, all as of the date hereinabove written.

D UBLY RVICE DISTRICT
{(Name of Borrower)

[CORPORATE SEAL)

(Signamfé of Exceutive Official)

Chairman. Public Service Board
{Title of Executive Official)

P._0Q. Box 87 . .
P. 0. Box No. or Street Address)

French Creek, West Virginia 26218
(City, State and Zip Code)

ATTEST:

{Signature of Aftesting Official)

Secretary. Publi ice Board
(Title of Executive Official)
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{Form of)

CORD OF ARV S

AMOUNT DATE AMOUNT DATE
(. $ (9%
@3 (20)- %
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TOTAL 5
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{Form of Assignment)

ASSIGNMENT

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

the within Bond and décs hereby . ifrevocably coﬁéﬁtute 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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ARTICLEIV

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);

(2} Series 1989 Bond Reserve Fund (established by the Prior Resolutions
and continued hereby);

(3)  Series 1996 A and Series 1996 B Bonds Reserve Fund (established by
the Prior Resolutions and continued hereby);

(4)  Depreciation Reserve (established by the Prior Resolutions); and

(53 Project Construction Account.

Section 4.02, Establishment of Funds and Accounis 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

from all other funds or accounts of the Commission and the Issuer and from each other:
{H Series 2000 A Bonds Reserve Account.

Section 4.03, Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 2000 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 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.
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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
instaliments on the Series 2000 A Bonds 1f 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 Investrnents.

When acquisition and construction of the Project has been completed and ali
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
raegulations of the Purchaser.

Section 4.04 Covenants of the Issuer as to System Revggggg* and Funds.
So long as any of the Series 2000 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2000 A Bonds Reserve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2000 A Bonds remaining unpaid, together with interest accrued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 2000 A Bonds as follows:

Al 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 coliected 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 Resolution 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 instaliment on the Prior
Bonds and the Series 2000 A Bonds, transfer from the Revenue
Fund and remit to the National Finance Office, the arnounts
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required to pay the interest on the Prior Bonds and the

Series 2000 A Bonds and to amortize the principal of the Prior

Bonds and the Series 2000 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 2000 A Bonds shall be

made on an equal pro rata basis in accordance with the respective
aggregate principal amounts thercof outstanding and on a parity

with each other.

{3}  The Issucr shall next, on the first day of each month,
transfer from the Revenue Fund and remit (i} to the Depository
Bank for deposit into the Series 1989 Bond Reserve Fund, the
amount required by the Prior Resolutions; (ii) to the Depository
Bank for deposit in the Series 1996 A and Series 1996 B Bonds
Reserve Fund, the amount required by the Prior Resolutions; and
(iii) to the Commission for deposit into the Series 2000 A Bonds
Reserve Account, 0.4167% of the Minimum Reserve, unti] the
amount in the Series 2000 A Bonds Reserve Account equals the
Minimum Reserve. Moneys in the Series 2000 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 20060 A Bonds to the National Finance Office as the same
shall become due or for prepayment of installments on the
Series 2000 A Bonds, or for mandatory prepayment of the
Series 2000 A Bonds as hereinafter provided, and for no other
purpose; provided, however, that when the Minimum Reserve has
been accumulated in the Series 2000 A Bonds Reserve Account,
all earnings of investments of moneys therein shall at least
annually be transferred to and deposited in the Revemue 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
amoeunt required by the Prior Resolutions; and (ii) 0.4167 % of the
Minimum Reserve, until the amount in the Series 2000 A Bonds
Reserve Account equals the Minimum Reserve, and thereafter,
(.8334% of the Minimum Reserve, so long as the Series 2000 A
Bonds are outstanding; provided, however, that in the event
Revenues are insufficient to fund the Series 2000 A Bonds
Reserve Account in accordance with Section 4.03B(3)(ii) above,
or a withdrawal of funds from the Series 2000 A Bonds Reserve
Account is made, payment of Revenues into the Depreciation
Reserve as provided in this Section 4.03B(4)(ii) shali not be
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made, but instead Revenues shall be applied to the replenishment
of the Series 2000 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 2000 A Bonds as the same become
due, and next to restore to the Reserve Fund and the
Series 2000 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.

(3)  After all the foregoing provisions for use of
moneys in the Revenue Fund have been fully complied with, any
moneys 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.

Whenever the money in the Series 2000 A Bonds Reserve
Account shall be sufficient to prepay the Series 2000 A Bonds in
full, it shall be the mandatory duty of the Issuer, anything to the
contrary herein notwithstanding, to prepay the Series 2000 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 2000 A Bonds Reserve
Account as herein provided, and all amounts required for the
Series 2000 A 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.

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
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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 instructions stating the amount remitted for
deposit into each such fund.

The Revenue Fund, the Series 2000 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 2000 A Bonds and the
inferest thereon.

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

Principal, inferest or reserve payments, whether made for
a deficiency or otherwise, shall be made on a parity and pro rata,
with respect to the Series 2000 A Bonds and the Prior Bonds, in
accordance  with the respective principal amounts then
Outstanding,

Subject 1o the Prior Resolutions, the Commission and the
Depository Bank, at the direction of the Issuer, shall keep the
moneys in the Series 2000 A Bonds Reserve Account and the
Depreciation Reserve invesied 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,
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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 Series 2000 A
Bonds Reserve Account, so long as the Minimum Reserve is on
deposit and maintained thercin, shall be returned not less than
once each year, by the Commission to the Issuer, to be deposited
in the Revenue Fund.

. CHANGE OF DEPOSITORY BANK. The Issuer
may designate another bank or trust company insured by FDIC as
Depository Bank if the Depository Bank should cease for any
reason to serve or if the Governing Body determines by resolution
that the Depository Bank or its successor should no fonger 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 2000 A Bonds, provide evidence that there
will be at least 1,177 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 Comrnission or the Depository
Bank such additional sums as shall be necessary fo pay the
charges and fees of the Commission or the Depository Bank then

due.

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

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

L RESERVE FUNDS. Pursuant {o 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
Series 1989 Bond Reserve Fund and moneys in the Series 1996 A
and 1996 B Bonds Reserve Fund 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 Reserve Funds 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 2000 A Bonds, the Issuer may issue and sell its interim construction hotes in an
aggregate principal amount not to exceed 31,800,000 (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, payvable on such dates
and shall matnre 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 2000 A Bonds or the Grants. The Notes do not
and shall not constitute an indebtedness of the Issuer within the meaning of any counstitutional
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 YV

GENERAL COVENANTS, ETC.
Section 3.0, General Statement. So long as the Series 2000 A Bonds

shall be outstanding and unpaid, or until there shall have been set apart in the Series 2000 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 2000 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 vaiid and
legally binding covenants between the Issuer and the Holder of the Series 2000 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 2000 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 2000 A Bonds are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

Seetion 5.04. Issuance of Additiopal 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 2000 A Bonds remain outstanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in

the following amounts:

{a)y  Fire, Lightning. Vandalism, Malicious Mischiefand
Extended Coverage Insurance, to be procured upon acceptance of
any part of the Project from the contractor, and immediately npon
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 Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident fo 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 2000 A Bonds.

(¢}  Yehicolar Pubtic Liability Insurance, in the event the
[ssuer 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
Timits 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 cornmencement of operation of
any such vehicle for the Issuer.

(di Workers' Compepsation Coverage for Ali
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)y  Fidelity Bonds will be provided as to every member
of the Governing Body and as to every officer and employee
thereof having custedy 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
imitially in the amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar as custody of the
Praject 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 2000 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 2000 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 2000 A Bonds.

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

declared an "Event of Default” ;

CH386209.1

{a} Failure to make payment of any monthly
amortization installment upon the Series 2000 A Bonds at the date

specified for payment thereof; and

(b)  Failure to duly and punctaally observe or perform
any of the covenants, conditions and agreements on the part of the
Issuer contained in the Series 2000 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 2000 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. Fach such Budget of Current
Expenses shall be mailed immediately to the Purchaser.

Section 3,10, 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 shalf not be made if such payment
would cause the Net Revenues to fall below the amount required to meet all payments
provided for herein, nor when there is default in the performance of or compliance with any

covenant or provision hereof.
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Section 5.11. Covenant to Proceed and Complete. The Issucr 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: Andits. 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
reiating 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 beoks, 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
revemue-producing utility as herein provided so long as the Series 2000 A Bonds are
outstanding.

Section .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 V1

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges: Rules. A. The
initia} 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  August 17, 2000,
Case No. 99-1648-PWD-CN, which Finat Order is incorporated herein by reference as a part

hereof.

B.  There shall nof be any discrimination or differential in rates between
cusfomers 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 VI

MISCELLANEOUS
Section 7.01 Payment of Bonds. If the Issuer shall pay or there shall

otherwise be paid, to the Holder of the Series 2000 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 2000 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 2000 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

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

Section 7.03. Delivery ofBonds. The Chairman, Secretary and Treasurer

of the Governing Body are hereby anthorized and directed to cause the Series 2000 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 [nvalid 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 2000 A Bonds,

Section 7,03, 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 shail
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.
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Section 7.07. Covenant of Due Progedure, 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 Reselution do exist, have happened, have
been performed and have been taken in regnlar and due time, form and manner as required
by and in full comphiance with the Taws 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.

Adopted this 4th day of Qctober, 2000.

ADRIAN PUBLIC SERVICE DISTRICT

CH386209,1
33



CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of ADRIAN PUBLIC SERVICE DISTRICT on the 4th day of October, 2000,

Dated: October 6, 2000,

[SEAL]

Secr Lary

0%/28/00
0025401990601
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ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 1989
(United States Department of Agriculture)

and
Water Revenue Bonds, Series 1996 A and Series 1996 B

(United States Department of Agriculture)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL  RESOLUTION PROVIDING FOR
TRANSFER OF RESERVE ACCOUNTS FOR SERIES 1989
BONDS AND SERIES 1996 A AND SERIES 1996 B BONDS
AND AMENDMENT OF PRIOR RESOLUTIONS TO EFFECT
SUCH TRANSFER

WHEREAS, the Adrian Public Service District (the "Issuer™) has previously
issued its Water Revenue Bond, Series 1989, dated July 21, 1988, issued in the original
agpregate principal amount of $990,000 (the "Series 1989 Bonds"), the Water Revenue
Bonds, Series 1996 A, dated September 11, 1996, issued in the original aggregate principal
amount of $650,000, and the Water Revenue Bonds, Series 1996 B, dated September 11,
1996, issued in the original aggregate principal amount of $850,000 (collectively, the Series
1996 A Bonds and the Series 1996 B Bonds are referred to herein as the "Series 1996 Bonds"
and, collectively with the Series 1989 Bonds, as the "Prior Bonds"), and held by the United
States Department of Agriculture (the "Purchaser");

WHEREAS, the Series 1989 Bonds are secured by a reserve account pledged
for the payment of principal of and interest on the Series 1989 Bonds (hereinafter referred
to as the "Series 1989 Bond Reserve Account"), which account is, pursuant to the resolutions
of the Issuer adopted on April 25, 1988, and September 11, 1996, respectively, authorizing
the Prior Bonds (the "Prior Resolutions"), held by the Depository Bank;

WHEREAS, the Series 1996 Bonds are secured by a reserve account pledged
for the payment of principal of and interest on the Series 1996 Bonds (hereinafter referred




to as the "Series 1996 A and Series 1996 B Bonds Reserve Account"), which account is,
pursuant to the Prior Resolutions, held by the Depository Bank;

WHEREAS, the monies in the Series 1989 Bond Reserve Account and in the
Series 1996 A and Series 1996 B Bonds Reserve Account are currently invested in certificates
of deposit which do not mature until approximately March 1, 2002, and November 1, 2002,
respectively;

WHEREAS, the Purchaser has requested that the Issuer transfer the monies in
the Series 1989 Bond Reserve Account and in the Series 1996 A and Series 1996 B Bonds
Reserve Account from the Depository Bank to the West Virginia Municipal Bond
Commission (the "Commission"), upon the maturation of the certificates of deposit in which
the monies in such accounts are currently invested;

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

NOW, THEREFORE, BEIT RESOLVED BY THE GOVERNING BODY OF
ADRIAN PUBLIC SERVICE DISTRICT:

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

A.  The Series 1989 Bond Reserve Account is held by the Commission.

B. The Series 1996 A Bonds and Series 1996 B Bonds Reserve Account is
held by the Commission.

C.  The Commission is designated as the Fiscal Agent for the administration
of the Series 1989 Bond Reserve Account and Series 1996 A Bonds and Series 1996 B Bonds
Reserve Account as herein provided, and all amounts required for the Series 1989 Bond
Reserve Account and Series 1996 A Bonds and Series 1996 B 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
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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.

D.  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 1989 Bond and the Series 1996
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.

E.  Moneys in the Series 1989 Bond Reserve Account and the Series 1996
A Bonds and Series 1996 B Bonds Reserve Account shall be invested by the West Virginia
Municipal Bond Commission in the West Virginia Consolidated Fund.

F. Farnings from moneys in the Series 1989 Bond Reserve Account and the
Series 1996 A Bonds and Series 1996 B Bonds Reserve Account, so long as the Minimuin
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.

G.  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.

H.  Ali 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.

Section2.  The Series 1989 Bond Reserve Account shall be transferred fo the
Commission, and the aforementioned amendments relating to the Series 1989 Bond Reserve
Account shall become effective, on or before April 1, 2002.

Section 3. The Series 1996 A Bonds and Series 1996 B Bonds Reserve
Account shall be transferred to the Comumission, and the aforementioned amendments relating
to the Series 1996 A Bonds and Series 1996 B Bonds Reserve Account shall become
effective, on or before December 1, 2002.




Section 4. This Supplemental Resoluiion shall be effective immediately
following adoption hereof,

Adopted this 4th day of October, 2000,

ADRIAN PUBLIC SERVICE DISTRICT




CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Public
Service Board of Adrian Public Service District on this 4th day of October, 2000.

Dated: October 6, 2000,

[SEAL]
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D PUBLIC SERVICE TRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $650,000
WATER REVENUE BOND, SERIES 1996 A, AND $850,000
WATER REVENUE BOND, SERIES 1996 B, OF ADRIAN
PUBLIC SERVICE DISTRICT, ON A PARITY WITH THE
OUTSTANDING WATER REVENUE BOND, SERIES 1989,
OF THE DISTRICT, TO FINANCE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF THE DISTRICT AND ALL
APPURTENANT FACILITIES; DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE
BONDS; PROVIDING GENERALLY FOR THE RIGHTS AND
REMEDIES OF AND SECURITIES 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 ADRIAN PUBLIC SERVICE DISTRICT:

ARTICLE1

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Sectipn 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.  Adrian Public Service
Dristrict (the "Issuer™) is a public corporation and public service district and political
subdivision of the State of West Virginia in Upshur County of said State, duly created
pursuant to the Act by The County Commission of Upshur County.

Section 1,02, Findings and Determinations It & 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 to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to
be owned and operated by the Issuer,



B, 1t 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 approximately

135,000 linear feet of 6-inch, 4-inch and 2-inch water lines, incorporating one
hydroneumatic booster station, south of the City of Buckhannon, Upshur County, and ail
necessary appurtenant facilities (the "Project”}, particularly described in and according to
the plans and specifications prepared by the Consulting Engineer and heretofore filed inthe
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 Bonds
(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 $2,785,000, of which $1,500,000 will be obtained from the proceeds of sale of
the Bonds herein authorized, $535,000 will be obtained from a grant from the Purchaser and
$750,000 will be obtained from a grant from the United States Department of Housing and
Urban Development (Small Cities Block Grant through the State of West Virginia).

E. It is necessary for the Issuer to issue its water revenue bonds in the total
principal amount of $1,500,000, in two series, being the 1996 A Bond (hereinafter defined),
in the principal amount of $650,000, and the 1996 B Bond (hereinafter defined), in the
aggregate principal amount of $850,000 (collectively, the "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 coustruction 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 Bonds prior to, during and for six months after
completion of such acquisition and construction of the improvements and extensions;
engineering, fiscal agents and [egal 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 nsefulness of the System after completion of the Project
is not less than 40 years,

G.  There is outstanding an obligation of the Issuer which will rank on a
parity with the Bonds as to liens, pledge and source of and security for payment, being the
Water Revenue Bond, Series 1989, dated July 21, 1988, issued in the original principal
amount of $990,000 (the "Prior Bond"), held by the Purchaser. As of the date of issuance
of the Bonds, there are no other outstanding bonds or obligations of the Issuer which rank
prior to or on a parity with the 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 Bond, or any
resolution authorizing issuance of the Prior Bond 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 Bonds be sold {o the
Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated June 14,
1991, and all amendments thereto, if any {collectively, the "Letter of Conditions").

1. 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
Bonds, or will have so complied prior to issuance of the 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 appea! of which
have expired or shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitates Contract. In consideration
of the acceptance of the 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 shail be for the benefit, protection
and security of the Registered Owner of the Bonds.

Section 1,04, Definitions.  In addition to capitalized terrs 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.

"1996 A Bond" means the Water Revenue Bond, Series 1996 A, authorized
hereby to be issued pursuant to this Bond Legislation.

"1995 B Bond" means the Water Revenue Bond, Series 1996 B, authorized
hereby to be issued pursnant to this Bond Legislation.

"Bond Legislation" means this Resclution and all resolutions supplemental
hereto and amendatory hereof.

"Bond Registrar" means the Issuer, which shall usually so act by ifs Secretary.
"Bonds" means, collectively, the 1996 A Bond and the 1996 B Bond.
"Chatrman" means the Chairman of the Governing Body.

"Consulting Engineer” means Horror Brothers Engineers, Clarksburg, 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 Bank One, West Virginia, National Association,
Buckhannoen, 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, betierments, extensions and improvements thereto and properties, furiture,
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, the grant from the United States Department of

Housing and Urban Development (Small Cities Block Grant through the State of West
Virginia) and the grant from the Purchaser, committed for the Project.

4.




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

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

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated June 14, 1991, 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 1/6th of the budgeted Operating Expenses stated above for the current
year as working capital, and langnage 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 the Prior 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.

"Prior Bond" means the outstanding Water Revenue Bond, Series 1989, of the
Issuer described in Section 1.02G hereof,

"Prior Resolution” means the Resolution of the Issuer adopted April 25, 1988,
authorizing issuance of the Prior Bond.

"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
Metropoiitan 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 Gavernment
Obligations, provided, that said Government Obligations pledged either must
mature as nearly as practicable coincident with the maturity of said time
accounts or must be replaced or increased so that the market value thereof is
always at least equal to the principal amount of said time accounts;

() Money market funds or similar funds whose only 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 shali have a prior perfected security interest in the
collateral therefor, must have (or its agent must have) possession of such
coltateral, and such collateral must be free of all claims by third parties;




(hy 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

(1)  Obligations of States or political subdivistons or agencies thereof,
the iterest on which is excluded from gross income for federal mcoms 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.

"Resohutions" means, collectively, the Prior Resolution 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” means the Secretary of the Governing Body.

"Surplus Revenues” shall have the meaning set forth in Section 4.03B(v)
hereof.

"System" means the existing waterworks of the Issuer as improved, extended,
entarged 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 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.



ARTICEE I

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section2.0l.  Authorization 2f Acquisition and Construction of the
Proiect. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $2,785,000, 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 Bonds hereby authorized shail be applied as provided

in Article IV hereof,




ARTICELE ITT

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01, Authopization 2f Bonds.  Subject and pursuant to the
provisions of the Bond Legislation, the Bonds of the Issuer, to be known as "Water Revenue
Bond, Series 1996 A" and "Water Revenue Rond, Series 1996 B." are hereby authorized
10 be issued in the respective principal amounts of $650,000 and $850,000 for a total
aggrepgate principal amount of not exceeding $1,500,000 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 1996 A Bond 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 1996 A Bond shall bear interest from the date of delivery,
payable monthly at the rate of 4,5 % per annurm, and shall be sold for the par value thereof.

B. The 1996 B Bond 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 1996 B Bond
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 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 sef forth. :

Section 3.03. Nepotiability, Registation, Transfer and Ixchange of
Bonds. The Bonds shall be and have all the qualities and incidents of a negotiable
instrurnent under the Uniform Commercial Code of the State of West Virginia, but the
Bonds, and the right to principal of and stated interest on the Bonds, may only be
transferred by transfer of the registration thereof upon the books 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 Bonds for cancellation,
accompanied by delivery of a written instrument of transfer, duly executed in a form

acceptable to the Bond Registrar,

Whenever the 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
agpregate 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 Bonds shall be permitted to be made afier the
15th day next preceding any installment payment date on the 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 Bonds, and, upon presentation for such purpose, the Bond Registrar
shall, under such reasonable regulations as it may prescribe, register the Bonds initially
issued pursuant hereto and register the transfer, or canse to be registered by its agent, on
such books, the transfer of the Bonds as hereinbefore provided.

The Bond Registrar shall accept the Bonds for registration or {ransfer only if
ownership thereof is to be registered in the name of the Purchaser, an individual (inchiding
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 irust 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 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 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 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 Bonds, The 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 Bond shall cease to be such officer of the Issuer before the Bonds so signed and
sealed have been actually sold and delivered, such Bonds may nevertheless be sold and
delivered as herein provided and may be issued as if the person who signed or sealed such
Bonds had not ceased to held such office. The 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 soch Bonds such person may not have
held such office or may not have been so authorized.

Section 3.06. Bonds Mutilated, Destroved. Stolen or Lost. In case the
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
ost, in exchange and substitution for such mutilated Bonds or in lieu of and substitation 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 Jssuer may require.  The Bonds so surrendered shall be canceled and held for the
account of the Issuer. If the 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 hy Pledge of Net Revenues. The payment
of the debt service of the Bonds shall be secured forthwith equally and on a parity with each
other by a first lien on the Net Revenues derived from the System, in addition to the
statutory mortgage lien on the System hereinafter provided for as to the Bonds, allon a
parity with the Prior Bond. The Net Revenues derived from the System in an amount
sufficient to pay the principal of and interest on the Bonds and the Prior Bond, and to make
the payments as hereinafter provided, are hereby irrevocably pledged to the payment of the
principal of and interest on the Bonds and the Prior Bond as the same become due.

Section 3.08, Form of Bonds. Subject to the provisions hereof, the text
of the 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 1996 A BOND)

ADRIAN PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1956 A

$650,000

No. AR-1 Date:

FOR VALUE RECEIVED, ADRIAN PUBLIC SERVICE DISTRICT (herein
callied "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 SIX HUNDRED FIFTY THOUSAND DOLLARS ($650,000), 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 instaliments 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 $2,984, 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 duc under this Bond and
shall not affect the obligation of Borrower to pay the remaining instailments 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 hoider promptiy or, except for final payment, be retained by the Government and
remitted to the holder on either a calendar guarter 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 instaliment due date basis, shall be the date
of the United States Treasury check by which the Government remits the payment to the
hoider. The effective date of any prepayment retained and remitted by the Government to
the holder on an annual instaliment due date basis shall be the date of the prepayment by
RBorrower and the Government will pay the interest to which the holder is entitled accruing
hetween 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 secutity herefor, or otherwise nnder 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 Ioans 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, a8 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
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anthorized denomination, or denominations, for the kike principal amount, will be issued to
the transferee in exchange herefor,

This Bond, under the provisions of the Act, s 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
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 sutficient 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 rhe 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, AND IN ALL OTHER RESPECTS,
WITH THE BORROWER'S WATER REVENUE BOND, SERIES 1966 B, DATED THE
DATE HEREOF, ISSUED CONCURRENTLY IN THE ORIGINAIL PRINCIPAL
AMOUNT OF $850,000, AND WATER REVENUE BOND, SERIES 1989, DATED
JULY 21, 1988, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF §990,000, ALL
AS DEFINED AND DESCRIBED IN SAID RESOLUTION,
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IN WITNESS WHEREOF, ADRIAN 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,

ADRIAN PUBLIC SERVICE DlSTRI{CT.

(Name of Borrower)

[CORPORATE SEAL]

{Signature of Executive Official)

Chairman, Public Service Board

(Title of Executive Official)

P. O. Box 87
(P. O. Box No. or Street Address)

French Creek, West Virginia 26218
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary. Public Service Board
(Title of Executive Official)



(Form of)
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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
e , 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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(FORM QF 1996 B BOND)

ADRIAN PUBLI V I}
WATER REVENUE BOND, SERIES 1996 B

$850,000

No. BR-1 : Date:

FOR VALUE RECEIVED, ADRIAN 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 FIFTY THOUSAND DOLLARS ($850,000), 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 comresponding day of each month for the first 24 months after the date
hereof, and $3,902, 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 invoived, 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 {ime 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 guarter 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 o 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 constifute 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 Resolution and upon
surrender and cancellation of this Bond. Upon such transfer a new Bond or Bonds, of

i9.



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 ali 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, inciuding, 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 to repay the

Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Conselidated 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, AND IN ALL OTHER RESPECTS,
WITH THE BORROWER'S WATER REVENUE BOND, SERIES 1996 A, DATED THE
DATE HEREQF, ISSUED CONCURRENTLY IN THE ORIGINAL PRINCIPAL
AMOUNT OF $650,000, AND WATER REVENUE BOND, SERIES 1989, DATED
JULY 21, 1988, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $990,000, ALL
AS DEFINED AND DESCRIBED IN SAID RESOLUTION.
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IN WITNESS WHEREQCF, ADRIAN PUBLIC SERVICE DISTRICT has
caused this Bond to be executed by its Chairman and its corporate sezl to be hereunto
affixed or imprinted hereon and attested by its Secretary, all as of the date hereinabove

written,

ADRIAN PUBLIC SERVICE DISTRICT

{Name of Borrower)

[CORPORATE SEAL]

{Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official)

P.O. Box 87
(P. 0. Box Na.or Steeet Address),

French Creek, West Virginia 26218
{City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary. Public Service Board
(Title of Executive Official)
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{Form of Assignment)

AS N

FOR VALUL RECEIVED the undersigned sclls, assigns, and transfers unto

the within Bond and does hereby irrevocably constimte 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 oft
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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 (or
continued if previously established by the Prior 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 cach other:

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

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

(3)  Depreciation Reserve (established by the Prior Resolution); and
{4y  Project Construction Account,

Section 4.02. Bond Proceeds: Proiect Construction Account. The
proceeds of the sale of the 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 muanicipal funds under
West Virginia law. Moneys in the Project Construction Account shall be expended by the
Issuer solety 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
additionaliy 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 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 Censtruction 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
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remaining in the Project Construction Account shall be disposed of in accordance with the
regulations of the Purchaser.

) Section 4.03, Covenanis of the Issuer as to Svstem 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 acerue thereon, the Issuer further covenants with the Holders of the Bonds

ag 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 Reselution not otherwise

modified herein:

(i) The Issuer shall first each month pay from the
moneys in the Revenue Fund all corrent Operating Expenses.

(ii) The Issuer shall next, on or before the due date of
payment of each installment on the Bonds and the Prior Bond,
transfer from the Revenue Fund and remit to the National
Finance Office designated in the Bonds and the Prior Bond (or
such other place as may be provided pursuant to the Bonds and
the Prior Bond), the amounts required to pay the interest on the
Bonds and the Prior Bond, and to amortize the principal of the
Bonds and the Prior Bond over the respective hife of each Bond
issue. All payments with respect to principal of and interest on
the Bonds and the Prior Bond 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.

(ii)) The Issuer shall next, on each date that payment is
made as set forth in (i1) above, transfer from the Revenne Fund
and remit to the Depository Bank for deposit in the Reserve
Fund, 1112th of 1110th of the amount, as of the date of
calculation, equal to the maximum aggregate amount of principal
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and interest becoming due on the Bonds and the Prior Bond in
any year, un{il 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 moathly installments on the Bonds and
the Prior 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 Bonds and the Prior Bond to said
National Finance Office (or other place provided) as the same
shall become due or for prepayment of instaliments on the Bonds
and the Prior Bond, or for mandatory prepayment of the Bonds
and the Prior Bond 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 ali
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 remit to the Depository Bank for deposit in the Depreciation
Reserve, the moneys remaining in the Revenue Fund until there
has been accumulated in the Depreciation Reserve the aggregate
sum of $250,000, 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 Bonds and
the Prior Bond 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 pavments 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
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
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("Surplus Revenues™), may be used to prepay installments of the
Bonds and the Prior Bond, pro rata, or for any lawful purpose.

Whenever the money inn the Reserve Fund shall be sufficient to prepay
the Bonds and the Prior Bond in full, it shall be the mandatory duty of the
Issuer, anything to the contrary herein notwithstanding, to prepay the Bonds
and the Prior 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, 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.

All the funds provided for in this Section other than the Project
Construction Account 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
Prior Bond and the interest thereon, but the Depository Bank shall notbe 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 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 exient 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
tnarket value, or at the redemption price thereof if ther 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 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
Resolution, earnings upon moneys in the Reserve Fund, so long as the
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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 suceessor 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 lssuer shall, prior to delivery of the
Bonds, provide evidence that there will be at least 840 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 i8 to be deposited.

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

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 Bonds, the Issuer may issue and sell its interim construction notes in an aggregate
principal amount not to exceed §1,0600,000 (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
acceptable to the Purchaser. The Notes shall bear interest from the date or dates, at such
rate or rates, payable on suchk dates and shall mature on such date or dates and be subject

to such prepayment or redemption, all as provided in the credit agreement,
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The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Bonds or the Grants or from Surplus Revenues,  The
Notes do not and shall not constitute an indebtedness of the Issner 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 revennes except as set forth herein.
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ARTICLEY

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 Holder of the 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 Bonds and the Prior 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 Systemn. The System will not be sold without
the prior written consent of the Purchaser so long as the Bonds are outstanding. Such
consent will provide for disposition of the proceeds of any such sale.

Section 3.04. 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 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
amny 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
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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.

()  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 Bonds.

{c}  ¥ebicylar Public Liability Insurance, in the event the Issuer owns
or operates any vehicle in the operation of the System, ot 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.

(dy Workers' Compensation Coverage for Al 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.

(0 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.
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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
Tong 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 i For the further protection of the
Holder of the Bonds, a statutory mortgage lien upon the System is granted and created by
the Act, on a parity with the statutory mortgage lien in favor the Holder of the Prior Bond,
which statutory mortgage lien is hereby recognized and declared to be valid and binding and
shall take effect immediately upon the delivery of the Bonds and shall be for the equal
benefit of the Bonds and the Prior Bond.

Section 5.07. Events' Defauit, Each of the following events is hereby
declared an "Event of Defauht™

(a)  Failure to make payment of any monthly amortization installment
upon the 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
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
defauit, 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 Bonds are outstanding and
unpaid and to the extent not now prohibited by law, the System shall be operated and
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maintained on a Fiscal Year basis commencing on July I 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 [ater than 30 days prior to the beginning of each Fiscal
Year, the Issuer agrees 1o 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 unanimousty authorized and directed

by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser

by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before
the 1st day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to
month until the adoption of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the corresponding month in the next year preceding by
more than 10%; and provided further, that adoption of a Budget of Current Expenses shali
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 S.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 comptletion 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
tines to ingpect the System and all records, accounts and data of the Issuer relating thersto.

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

Section 5.14, No Competition, To the extent legally allowable, the
Tssuer 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
Systemn within the boundaries of the Issuer or within the territory served by the System.
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ARTICLE V]

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 December 22, 1987, Case
No. 87-113-W-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 sirnilar 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 Vigginia.

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 VI

MISCELLANEOUS

Section 7.01, Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Bonds, the principal of and interest due or to
become due thereon, at the times and in the manner stipulated therein and in this Bond.
Legislation, then with respect fo the 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 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

RBondholder.

Section 7.03. Delivery of Bonds. The Chairman, Secretary and
Treasurer of the Governing Body are hereby authorized and directed to cause the 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 nuil and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of ail the other provisions hereof or the Bonds.

Section 7.05. Conflictin® Provigions Repealed, The Prior Resolution and
all parts thereof not expressly hereby changed shali continue in fuil force and effect and this
Bond Legislation shall be supplemental to the Prior Resolution.

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 shal!
not be applicable to the Loan Resolution (Form FrnHA 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.
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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
Govemning 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: September 11, 1996, ,

ADRIAN PUBLIC SERVICE DISTRICT
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of ADRIAN PUBLIC SERVICE DISTRICT on the I1th day of September, 1996,

Dated: September 11, 1996.

A Q(@wwi L. /;{}u;:«fa,ﬁ

Seﬁe:ary, Public Service Board

05/04/56
ADRIM. A3
002540196001
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ADRIAN PUBLIC RVI DESTERIC

WATER REVENUE BOND, SERIES 1989

RESOLUTION AUTHORIZING THE ACOUISITION AND
CONSTRUCTION OF PUBLIC WATERWORKS FACILITIES OF
ADRIAN PUBLIC SERVICE DISTRICT AND THE FINANCING
OF THE COST, NOT OTHERWISE PROVIDED, THEREOF,
THRQOUGH THE ISSUANCE BY THE DISTRICT OF NOT MORE
THAN $990,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BOND, SERIES 1989; DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE
BOND; PROVIDING' GENFRALLY FOR THE RIGHTS AND
REMEDIES AND SECURILITY OF THE HOLDERS OF THE
BOND; AND ADOPTING OTHER PROVISIONS RELATING
THERETC

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

ARTICLE]L

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority  for  this  Resolution.  This
Resolution (together with any ocrder or resclution supplemental
herato or amendatory hereof, the "Bond Legislation") is adopted
pursuant te the provisions of Chapter 16, Article 13A, of the
West Virginia Code of 1931, as amended (the  Act'}, and other
applicable provisions of law.

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

A, Adrian Public Service District (the " Issuer’) is a
public service district and political subdivision of the State of
West Virginia in Upshur County of said State, created by The County
Commission of Upshur County pursuant te the Act.

B. The Isgsuer presently does not own and operate a
public waterworks system, and it is deemed essential, convenient,
necessary and desirable for the hezlth, safety, advantage,

convenience and welfare of the inhabitants of the Issuer and,
accordingly, it is hereby ordered that there be acguired and
constructed certain waterworks facilities consisting of 24.2 miles



of water line, two water storage tanks, two booster stations, road
crossings, service connection, and other appurtenances for operation
of a water distribution system along Routes 4 and 20, including the
communities of Hinkleville, #Adrian, French Creek, Hampton, Rock Cave
and Lick Run, with all necessary appurtenant facilities, and if any
surplus and/or contingency funds remain after acguisition and
constructicn of the foregoing, such extensions of service as shall
be required by the Public Service Commission of West Virginia (the
"Project®), which congtitute properties for the diversion,
davelopment, pumping, impounding, treatment, storage, distribution
or furnishing of water to or for the public for industrial, public,

private ‘or other |uses {the ©Project and any additions and
improvements theretoc or extensions therecf is herein called the
"System”) at an estimated cost of $2,220,000, in acgordance with the
plans and specifications prepared by the Consulting Engineers, which
plans and specifications have heretofore been filed with the
Secretary of the Public Service Board (the 'Governing Body'] of the
Issuer, of which approximately 598%0,000 will be obtained from the
proceeds of the sale of the Notes (herein defined) and the Bond and
approximately $1,230,000 by a grant from the Purchaser. Water will
be purchased from the City of Buckhannon pursuant to 4 ywater
purchase contract between the City of Buckhannon and the Issuer.
The acguisition and construction of the pyoject and the finanecing
hereby authorized and provided for are public purpeses 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
after completion of the Project from the operation of the System
will be sufficient to pay all the costs of the operation and
maintenance of the System, the prinecipal of and interest on the Bond
{as hereinafter defined) and all debt service, reserve fund and
cther payments provided foxr herein.

. Tt iz deemed necessary for the Issuer to issue its
Water Revenue Bond in the aggregate principal amount of $9%380,000
{the "Bond" or "Bonds"}, and prior to the issuance thereof and at
the option of the Issuer, to issve 1its Waterworks System Bond
Anticipation Notes, Series 1988 (the "Notes or BAN"), in the
principal amount of not more than $78B%5,000 to tempeorarily finance
costs of acquisition and construction of the Project. The Notes
may, in the discretion of the Issuer, be issued in the form of a
note or notes evidencing & line or lines of credit. The cost of
such ac¢guisition and construction shall be deemed to include,
without being limited to, the acgquisition and construction of the
Project; the acquisition of any necessary property, real or
personal, or lnterest therein; interest on the Bond or Notes prior
to, during and for 6 months after completion of such construction to
the extent that revenues of the System are not sufficient therefor;




engineering and legal expenses; expenses for estimates of cosis and
revenues; expenses for plans, specifications and surveys; and such
other expenses as may be necessary or incldental to the 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 indebtednesss incurred for Costs of the Project by the
Tssuer shall be deemed Costs of the Project.

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

F. It is in the best interests of the Issuer that the
Bond be sold to the United States Department of Agriculture, Farmers
Home Administration (the  Purchaser } pursuant tc the terms and
provisions of a letter of conditions dated July 22, 1985, and all
amendments thereto (collectively, the "Letter of Conditions"L

G. There are no outgtanding 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 Notes, if

issued, will not be payable from the Net Revenues, but shall’ be
payable from proceeds of the Bond, all as shall be more particularly
set  forth in the resolution authorizing the Notes adopted

simultaneously herewith.

H. The Issuer has complied with all regquirements of law
relating to authorization of the acquisiticn and construction ¢f the
Project, the operation of the System, including, without limitation,
the imposition of rates and charges, and the issuance of the Notes
and the Bond, or will have so complied pricr to issuance of the
Notes or Bond, including, among other things and without limitation,
the consent and approval, pursuant to the Act and all other
provisions of law, of the issuance of the Neotes and the Bond, the
acquilsition 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.

Section 1.03 Bond Legislation Constitubes Lontract. In
consideration of the acceptance of the Bond by those who shall ve
the registered owners of the same from time to time, this Boend
Legislation shall be deemed to be and shall constitute a contract
petween the Issuer and such Bondholder and the covenants and
agreements herein set forth te be performed by the Issuer shall be
for the egual benefit, protection and security of the registered
owners of any and all of such Bond or Bonds, all which shall be of
equal rank and without preference, priority cor distinction between
any one Bond and any other Bond, by reason of priority of issuance
or otherwise, except as expressly provided therein and herein.



Section 1.04, DBefinitions. the following terms shall

have the following meanings herein unless the text otherwise

expressly requires:

"Act" means Chapter 16, Article I3A, of the West Virginia
Code of 1831, as amended.

"aaN" or "Notes means not more than $785,000 in aggregate
principal amount of Waterworks System Bond Anticipation Notes,
Series 1988, which may, at the discretion of the Issuer, be in the
form of a note or notes evidencing a line or lines of credit,
authorized by a separate resolution adopted simultanecusly herewith,
and, unless the context clearly indicates otherwise, the term BAN"

or MNotes' includes any refunding bond anticipation note or notes of

the Issuer.

"Bond” or ‘"Bonds  means the Water Revenue Bond,

Series 1989, authorized hereby to be issued, and any bonds on a
parity therewith autherized to be issued hereunder.

"Bond, Legislation, = "Resolution” or "Bond Resolution’
means this Bond Resclution and all orders and resoclutions
supplemental hereto or amendatory hereof.

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

“Bond Year means the 12 month pericd beginning on  the
anniversary of the Closing Date in each yvear aod ending on the day
prior to the anniversary date of the Closing Date in the following
year except fhat the first Bond Year shall begin on the Closing
Date.

“Chairman’ means the Chairman of the QGoverning Body.

"Closing Date  means the date upon which there is an
exchange of the Bond for the proceeds representing the purchase of
the Bond by the Purchaser, as the first purchaser of the Bond from

the Issuer.

"Code" or 'Internal Revenue Code  means the Internal
Revaenue Code of 1986, as amended,

o

"Consulting Engineer  means FEornor Brothers Engineers,
Clarksburg, West Virginia, or any gualified 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 1.02D herecf to be a part of the cost of
acquisition and construction of the Project.

"Debt Service" means the scheduled amcunt of interest and
amortization of principal payable con the Bond during the period of
computation, excluding amounts scheduled during such period which
relate to principal which has been retired before the beginning of
such period.

‘Depository Bank means The Central National Bank, a bank
or trust company which is a member of FDIC (herein defined), and its
successors and assigns.

"Excess Investment Earningsn means an amount equal to the
sum of:

{A) The excess of

(i) The aggregate amount earnsed from the
Closing Date on all Nonpurpose Investments in
which Gross Proceeds of the Bond are invested
[other than amounts attributable to an excess
described in this 'clause (A) of this definition
of Excess Investment Earnings], over

{ii) The amount that would have been earned
if the Yield on such Nonpurpose Investments
fother than amounts attributable to an excess
described in this clause (A) of this definition
of Excess Investment Earnings! had been equal to
the Yield on the Bond, plus

(8) Any income attributable to the excess described
in clause [(A) of this definition of Excess Investment
Earnings.

"Facilities® or waterworks facilities  means ail the
tangible properties of the System and also any tangible properties
which wmay hereafter be added te the System by additions,
betterments, extensions and improvements thereto and properties,
furniture, fixtures or equipment therefor, hereafter at any time

constructed or acgquired.

"FpIC” means the Federal Deposit Insurance Corporabion.

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



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

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

"Gross Proceeds" means the sum of the following amounts:

{i} COriginal proceeds, namely, net amounts
received by or for the Issuer as a result of the
sale of the Bond, excluding original proceeds
which become transferred proceeds {determined in
accordance with  applicable Regulations) of
obligations issued toc refund in whele or in part
the Bond;

{ii)} Investment proceeds, namely, amounts
received at any time by or for the Issuer, such
#s interest and dividends, resulting from the
investment of any eriginal proceeds {as
referenced in clause (i) above) or investment
proceads {as referenced in this clause (ii)) in
Nonpurpose Investments, increased by any profits
and decreased (if necessary, below zerco) by any
losses on such investments, excluding investment
proceeds which becoms {ransferred proceeds
(determined in accordance with applicable
Regulations) of obligations issued to refund in
whole or in part the Bond;

1111} Transferred proceeds, namely, original
proceeds of the Notes and any other prior
obligations, and interest earnings and profits
less losses resulting from investment of such
original proceeds in Nonpurpose Investments,
which are deemed to become proceeds of the Bond
ratably as original proceeds of the Bond, and
interest earnings and profits resulting from
investment of such original proceeds in
Nonpurpose Investments, discharge the
outstanding principal of the Notes or such other
pricr obligations, all on the date of such
ratable discharge;

{iv} Sinking fund proceeds, namely,
amounts, other than original proceeds,
investment proceeds or transferred proceeds (as
referenced in clauses (i) through (iii) above)




of the Bond, which are held in any fund to the
extent that the Issuer reascnably expects tp use
such other fund to pay Debt Service on the Bond;

{v} &Amocunts in the Reserve Fund and in any
other fund established as a reasonabkly regquired
reserve or replacement fund;

{vi) Investment Proparty pledged as
security for payment of Debt Service on the Bond
by the Issuer;

(vii) Amounts, other than as specified in
this definition, used to pay Debt Service on the
Bond; and

{viii} Amounts received as a result of
investing amounts described in this definition.

"Herein or ‘herein means in this Bond Legislation.

"Investment Property means any security (as said term is
defined in Section 16&3(g) {2) {(A) cor (B} of the Cocde), obligation,
annuity contract or investment-type property, excluding, however,
obligations the interest on which is excluded from gross income,
under Section 103 of the Code, for federal income tax purposes other
than specified private activity bonds as defined in
Section 57({a) (5} (C} of the Code.

"rssuer  or 'District means the Adrian Public Service
District, in Upshur County, West Virginia, and includes  the
Governing Body.

"Letter of Conditions means the letisr of conditions of
the Purchaser dated July 22, 1985, and all amendments thereto.

"Net Proceeds, when used with reference to the Bond,
means the face amount of the Bond, plus accrued interest and
premium, if any, less original issue discount, if any, and less
proceeds deposited in the Reserve Fund. For purposes of the Private
Business Use limitations set forth herein, the term Net Proceeds
includes any amounts resulting from the investment of proceeds of
the Bond, 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 only of Operating Expenses, as hereinafter

defined.



"Nonpurpose investment” means any Investment Property
which is acquired with the Gross Proceeds of the Bond and is not
acquired in order to carry out the govermmental purpose of the Bond,

"Oparating 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 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 Bond and Iinto the Reserve
Fund and the Depreciation Reserve have been made to the last monthly
payment date prior to the date of such retention.

“Private Business Use" means use directly or indirectly in
a trade or business carried on by a natural person, including all
persons related  te such person Within  the meaning  of
Section 144{a) (3) of the Code, or in any activity carried on by a
person cther than a natural person, including all persons "related"
to such person within the meaning of Section 144 (a) (3} of the Code,
excluding, however, use by a state or local governmental unit and
use as a member of the general public. All of the foregoing shall
be determined in accordance with the Code, including, without

<

limitation, giving due regard to incidental use, = if any, of ths
proceeds of the issue and/or proceeds used for gualified
improvements,  if any.

"Project"” shall have the meaning stated in Section 1.02B

above,

"Purchase Price,  for the purpose of computatien of the
Yield of the Bond, has the same meaning as the term 18Sue price in
Sections 1273(b) and 1274 of the Code, and, in general, means the
initial offering price of the Bond to the public (not including bond
houses and brokers, or similar persons or organizations acting in
the capacity of underwriters cor wholesalers) at which price a
subbstantial amount of the Bond of each maturity are sold or, if the
Bond is privately placed, the price paid by the first buyer of the
Bond or the agquisition cost of the first buyer. "Purchase Price,
for -purpcses of computing Yield of Nonpurpcse Investments, means the
fair market value of the Nonpurpose Investments on the date of use
of Gross Proceeds of the Bond for acguisition thereof, or if later,




on the date that Investment Propexrty constituting a Nonpurpose
Investment bacomes 3 Nonpurpose Investment of the Bond.

"Purchaser means United States Department of Agriculture,
Farmers Home Administration, and any successor thereof.

"Oualified Investments" means and includes any of the

following:

{a) Government Obligations;

(b) Government Obligations which have been
stripped of their ummatured interest coupons,
interest coupens stripped from !'Government
Obligations, and receipts or certificates
aevidencing payments from Government Obligations
or interest coupons stripped from Government

Cbligations;

{c) Bonds, debentures, notes or, other
evidences of indebtedness issued by any 0f 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 AsScciation; 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 kbacked by the full
faith and credit of the United States of
America;

(&) Time accounts (including accounts
evidenced by time certificates of deposit, time
deposits or other similar banking arrangements)
which, to the extent not insured by the FDRIC 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

sajid time accounts;

(£} 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

3 » e e pen ey 4 o Ter 2o dmssm prdod eI
gither musSt mature an noarly as practicasas

coincident with the maturity of said repurchase
agreements or must be replaced or increased so
that the market value thereof is always at least
ecqual 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;

th}y The West Virginia "conscolidated 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 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.

"Regulations” means temporary and permanent regulations
promulgated under the Code.
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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 2ll parts thereof, all as
calculated in accordance with sound accounting practices.

"Secratary" means the Secretary of the Governing Body.
"State" means the State of West Virginia.

"Surplus Revenues shall have the meaning set forth in

Section 5.03 hereof.

"gystem means the Project initially, and includes the
complete waterworks system of the Issuer and all watezworks
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 waterwoexrks system, and shall alsc
include any and, 8ll additions, extensions, improvements, properties
oxr other facilities at any time acquired or constructed for the
waterworks system after completion of the Project.

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

"Yield" means that yield which, when used in computing the
present worth of all payments of principal and interest (or other
payments in the case of Nonpurpese Investments which require
payments in a form not characterized as principal and interest) OB a
Nonpurpose Investiment or on the Bond produces an amount egqual to the
Purchase Price of such Nonpurpose Investment or the Bond, all
computed as prescribed in applicable Regulations.

Words impeorting singular number shall include the plural
number in each case and vice versa; words importing persons shall
include firms and corporations; and words importing the masculine,
feminine or neutral gender shall include any other gender.



ARTICLELL

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Aoguisition and
Construction of the Project. There 1s thereby authorized the
acquisition and construction of the Project, at an estimated cost of
§2,220,000, 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 Notes and the
Bond hereby authorized shall be applied as provided in the
resoclution authorizing issuance thereof and Article VI hereof,
respactively.

1z.




ARTICLE 113

AUTHORIZATION, TERMS, EXECUTICH,
REGISTRATION AND ISSUE OF BOND

Section 3.01, Authorizstion of  Bond. Subject and
pursuant to the provisions hereof, the Bond of the Issuer, to be
known as  Water Revenue Bond, Series 1989%, ~ is hereby auvthorized to
be issued 4in the aggregate principal amcunt of not exceeding
5990, 000 for the purpose of refunding the Notes, the proceeds of
which Notes are to be used to temporarily finance a pertion of the
Costs of the Project, and for the purpose of paying a portion of the
Costs of the Project.

Section 3.02. Description of Bond, The Bond shall be
initially issued as a single Bond, No. R-1, fully registered, and
shall be dated the date of delivery thereof, The Bond shall beor
interest from date of delivery, payable monthly at the rate of 52
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 therecof, 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 Bond. Subject to the provisions for transfer of
registration set forth below, 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 delivexry of a written instrument of tranafer, duly
executed in a form acceptable to the Bond Registrar. No interest in
the Bond shall be transferable except by means of transfer of
registration of a Bond representing such interest and delivery of a
new Bond or Bonds in exchange therefor in _accordance with this Bond

Legislation.

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 Bond Registrar shall require the payment by the Bondholder
requesting such transfer of any taxi or other governmental charge
required to be paid with respect to such transfer, but the Issuer

13.



shall Ppay any other expenses incurred by the Bond Registrar with
respect to such transfer.

No registraticn of transfer of the Bond shall be permitted
to ba made after the 15th day next preceding any installment payment

date on the Bond.

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

The Bond Registrar shall accept the Bond for registration
or transfer only if ownership thereof is to be registered in the
name of an individual {including joint ownership), a corpcration, 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 orx 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 reguired by law,

Section 3.05. Execution of BRond. The Bond shall be
executed in the name of the Issuer by the Chairman and its corporate
seal shall be affixed tThereto and attested by the Secretary. In

case any one or mere 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 tc hold such cffice. Any Bond may be signed and
sealed ©On behall of the Issuer by such person as at the actual time
of the executiocn 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 sc authorized.

Section 3.06. Bonds Mutilated, Destroved. Sfolen or Lost.
In case the Bond shall become mutilated or be destrovyed, stolen or
lest, the Issuer may in 1ts 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, her or its
thersof and complying with such other reasonable

ownership
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regulations and conditions as the Issuer may reguire. The Bond so
surrendered shall be cancelled and held for the account of the
Tssuer. If the Bond shall have matured cr be zbout 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 1@ 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 for. The Net Revenues derived from the System
in an amount sufficient to pay the principal of and interest on the
Bond, and te 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 sSubstantially the following tenor, with such omissions,
insertions and variations as may be authorized or permitted hereby
or any resolution adopted after the date of adoption hereof and

prior to the issuance thereof:
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(FORK OF BCND)

UNITED STATES OF BAMERICA
STATE OF WEST VIRGINIA
ADRIAN PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1985

$850,000
No. R-1 Date:

FOR VALUE RECEIVED, ADRIAN PUBLIC SERVICE DISTRICT {(herein
called the ‘"Issuer )} promises to pay to the order of the
United States of America, acting  through  the Farmers  Home
Administration, United States  Department of Agriculture {the
"Government ), or its registered assigns, at its National Finance

cffice, St. Louls, Misscuri, 63103, or at such other place as the
Government may hereafter designate in writing, the principal sum of
 NINE HUNDREP NINETY THOUSAND DOLLARS ($920,000), plus interest on
the unpaid principal balance at the rate of (5X) 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 the date of delivery of
the Bond and continuing on the correspending day ©f each month for
the first 24 months after the date hereof, and $4,861, 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 Bend in the sum of the unpaid
principal and interest due on the date therecof, and except that
prepayments may be made as provided hereinbelow. The consideration
herefor shall support any agreement modifying the foregeing schedule

of payments.

If the total amount of the loan is not advanced at the

time of loan closing, the locan shall be advanced to the lssuer as
requaested DY the Issuer and approved by the Government and interest

shall accrue on bthe amounit 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 coption ©f the Issuer.
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Refunds and extra payments, as defined in the regulations of the
Farmers Heme Administration according to the source of funds
invelved, shall, after payment of interest, be applied to the
installments last to become due under this Bond and shall not affect
the obligation of the Issuer to pay the remaining installments as

scheduled herein.

iIf the Government at any time assigns this Bond and
insures the payment thereof, the Issuer shall contihue 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 the Issuer may, at the option of the
Government, be remitted by the Government te the helder promptly or,
except for final payment, be retained by the Government and remitted
te the holder on either a calendar quarter basis or an annual
installment due date basis. The effective date of every payment
made by the Issuer, 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 helder on
an annual installment due date basis shall be the date of the
prepayment by the Issuer, and the Government will pay the interest
to which the holder is entitled accruing hetween 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 heresf or to preserve or protect any security herefor, or
otherwise under the terms o©f any Security or other instrument
executed in connectien with the loan evidenced hereby, at the option
of the Government shall become a part of and bear interest at the
same rate as the principal of the debt evidenced hereby and be
immediately due and payable by the Issuer to the Government without
demand. The Issuer agrees to use the lcan evidenced hesreby solely
for purposes authorized by the Government.

The Issuer hereby certifies that it is unable to obtain
sufficient credit elsewhere to finance its actual needs at
reasonable rates and terms, taking into consideration Prevailing
private and cooperative rates and terms in or near 1ts community for
loans for similar purposes and periods of time.

This Bond is issued to refund the Waterworks System Bond
Anticipation Notes, Series 1988, of the Issuer {the Notes ), issued
to temporarily finance a portion of the costs of acquisition and
construction cof new waterworks facilities of the Issuer, and this
Bond, together with any additional bonds ranking on a parity
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herewith which may be issued and coutstanding for the purpose of
providing funds for financing costs of censtruction and acquisition
of additions, extensions and improvements to the waterworks system
(the "System"3 cf the Issuer, is payable solely from the revenues to
pe 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 Systea. This Bond does not in any
manner constitute an indebtedness of the Issuer within the meaning
of any constitutional or statutory provision or limitation, nor
shall the Issuer be obligated to pay the  sade or the jinterest
thereon except from the special fund so provided.

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 Issuer, 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
Bond Legisliation, and upon surrender and cangellation of this Bond.
Upeon 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 o¢f the Act, is and has all
the gualities and incidents, 0of 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, amorng others, Chapter 16, Article 13A, of the
West Virginia Code (herein called the "act "), and with a resplution
of the Issuer duly adopted authorizing issuance of this Bond (the
"Bond Legislation ).

If at any time it shall appear to the Government that the
Issuer may be able to obtain a lean from a responsible cooperative
or private credit source at reasonable rates and terms for loans for
similar purposes and pericds of time, the Issuer will, at the
GCovernment  § raegquest, apply for and accept such loan in sufficient
amount to repay the Government.

This Bond is gilven as evidence of a loan to the Issuer
made or insured by the Government pursuant to the Consoclidated
Farmers Home Rural Development Act. This Bond shall ke 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 WHEREQFE, the ADRIAN PUBLIC SERVICE DISTRICT has
caused (his 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 this__. __ day of___ . , 19

ADRIAN PUBLIC SERVICE DISTRICT

{(Name of Borrower}

{(CORPORATE SEAL}

(Signature of Executive Official)

Chairman, Public Service Board

(Title of Executive Official}

Route 3, Box Z45CC
{P.O. Box No. or Street Address)

Buckhannon, WestVirginia 26201 g

(City, State and Z2ip Code}

ATTEST:

(Signature of Attesting Q0fficial)

Secretary, Public Service Beard
{fitie of Attesting Official}



(Form of)

RECORD OF ADVANCES
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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

NOTES
Section 4.01. Authorization and General Terms. 1In order

to pay certain Costs of the Project pending the delivery of the Bond

to the Purchaser, the Issuer may issue and sell its Notes in the
aggregate principal amount ©f not to exceed $785,000. 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 and shall have such other
provisions not ineonsistent with this Bond Legislation as shall be
provided in the resclution  adopted simultaneously herewith
autherizing the issuance of the Notes.

Secticn 4.02. Terms of and Security for MNoteg, The Notes
shall be issued in the denominations, in fully registered form, with
such terms and secured in the manner set forth in the resolution

adopted simultanecously herewith austhorizing issuance of the Notes.

Section 4.03. Notes are Special Obligations. The HNotes
shall be special obligations of the Issuer payable as to principal
and interest solely from the sources described in the resolution
adopted simultaneously herewith authorizing the issuvance thereof.
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 of the Issuer 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 Iasuer
or upon any of its income, receipts or revenues except as set forth
in the resoclution adopted simultansously herewith authorizing the

issuance of the Notes.
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ARTICLE V

SYSTEM REVENUES AND APPLICATION THEREOQOF;
DISPOSITION OF BOND PRQCEEDS; FUNDS AND ACCOUNTS; REBATE

Section 5.01. Establishment of Funds and Accounts with
Depository Bapk. The following special funds or accounts are
created and established with and shall be held by the Depository
Bank saeparate and apart from all other funds Or accounts of the

Depository Bank and from each other:

{1} Revenue Fund;

{2) Project Construction BAccount;

{3) Depreciation Reserve;

{4} Reserve Fund;

{5}y Barnings Fund; and

{6} Rebate Fund.

Section 5.02. Bond Proceeds: Project Construction
Account, The procseds of sale of the Bond sufficient to pay the

principal ©f and interest on the BAN at maturity and not theretofore
paid shall be depeosited in the BAN Payment Fund as defined and

required in the resclution authorizing issuance of the BAN. The
balance of the proceeds of the Bond after said deposit, if any,
shzll be deposited in the Project Construction Account. The moneys

in the Project Constructicn Account in excess of the amount insured
by FDIC shall be secured at all times by such 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 Preoject
Construction Account shall be expended by the Issuer solely for the

purposes provided herein.

Amounts in the Project Construction Account shall be
disbursed for Costs of the Project upcn filing in the official
records pertaining to such account of a certificate of the Issuer
describing such disbursement, setting forth the portion, if any, of
the Net Proceeds of the Bond to be used for a Private Business Use
or to make or finance a loan (other than a loan constituting a
Nonpurpose Investment) to other than a state or lcocal governmental
unit and certifying that there has been compliance with the
provisions of Section 6.12 hereof relating to the Private Rusiness
Use limitation and the private loan limitation. Investment earnings
ard profits on Gross Proceeds of the Bond in  the Project
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Construction Account shall be transferrsd to the Barnings Fund upen
receipt thereof as provided in Section 5.04 hereof. Amounts, if
any, remaining in the Project Construction Account shall, upon
receipt from the Issuer of a certificate certifying that ne further
amounts are required to be disbursedsfor costs and expenses of the
Project, be invested at a Yield not in excess of the Yield of the
Bond and shall be transferred and used for redemption of the Bond
{or a pertion therecf) on the interest payment date next succeeding
and the Project Construction Account shall be clesed.

Until completion of acquisitien and construction of the
Project, the Issuer will additionally transfer from the Project
Construction Account and pay to the Purchaser con or before the due
date, such sums as shall be from time to time required to make the
monthly installments on the Bond 1f there are not sufficient Net

Revenues to make such monthly payment.

Pending application as provided in this Section 5.02,
money and funds in the Project Construction Account shall be
investaed and reinvested at the direction of the Issuer, te the
extent possible in accordance with applicable law, in Qualified
Investments, subject, however, to the provisions of Section 5.04 and
Section 6.1]1 hereof.

Section 5.03. Covenants of the Issuer as to System
Revenues and Funds. So long as the Bond shall be cutstanding 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 Bend remaining unpaid,
together with interest accrued to the date of such payment, 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 3System, 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 other
funds of the Issuer and the Depository Bank and used only
for the purpeoses 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 pricrity, subject to the
provisions of Section 5.04 hereof:

(i} The Issuer shall first each month pay
from the moneys in the Revenue Fund all current
Cperating Expenses.
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{ii)y The Issuer shall next, on cr 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 Bord the amount required to pay the
interest on the Bond, and to amortize the
principal of the Bond over the life of the Bond

isszue.

{iiiy The Iasuer shall alsc, on each date
that payment is made as set Fforth in {i3i) 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 amount of
principal and interest which will bescome due on
the Bond in any year, but in no event to exceed
10% of the proceeds of the Bond, such sum being
herein called the Minimum Reserve.  After the
Minimum Reserve has been accumulated in the
Reserve Fund, the Issuer shall monthly deposit
into the Regerve Fund such part of the moneys
remaining 1in 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 reqguired to maintain
the Minimum Reserve in the Reserve Fund. Moneys
in the Reserve Fund not required to Dbe
transferred to the Earnings Fund pursuant to
Section 5.04 hereof 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 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 ne other purpose.

{iv) The Issuer shall next, on each date
that payments are made as set forth in (ii)
above, transfer from the Revenus 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 $111,000, and thereafter such
sums as Shall be reguired to maintain such
amount  therein. Moneys in the Depreciation
Reserve, other than any sum or sums reqguired to
be transferred tc the Earnings Fund, shall be
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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 to the Reserve Fund any sum or sums
‘transferred therefrom other than pursuant to
Section 5.04 hereof. Thereafter, and provided
that payments into the Reserve Fund are current
and in accordance with the foregoing provisions,
moneys in the Depreciation Resexrve, other than
any sum or sums reqguired to be transferred to
the Earnings Fund, 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.

{(vi BAfter all the foregoing provisions for
use of moneys in the Revenue Fund have been
fully complied with, moneys remaining therein
and not required te be retained therein, if any

{"surplus Revenues '), may be used to prepay
installments of the Bond or for any lawful
purpose.

Whenever the moneys in the Reserve Fund (other than
moneys required to be transferred to the Earnings Fund
pursuant teo Section 5.04 hereof) 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 iz hereby designated as the
Fiscal Agent for the administration of the Reserve Fund,
the Depreciation Reserve, the Earnings Fund and the Rebate
Fund herein provided, and all amounts required for the
Reserve Fund and 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.

All the funds provided for in this Section and the
Barnings Fund, except with respect to Excess Investment
Farnings in the Earnings Fund which shall be held for
rebate to the United States free from any such lien or
trust, 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
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{other than such Excess Investment Earnings as aforesaid)
for further securing payment of the Bond and the interest
thereon, but the Depository Bank shall not be a trustee as
to such funds or the Rebate Fund.

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

The Depository Bank, at the direction of the
Issuer, shall keep the moneys in the Reserve Fund, the
Depreciation Reserve, the Earnings Fund and the Rebate
Fund invested and reinvested to the fullest axtent
possible in accordance with applicable law, and to the
extent practicable, in Qualified Investments having
maturities consonant  with the  reguired wuse thereof,
subiect to the provisions of Sections 5.04 and 6.11 hereof
except that moneys held in the Earnings Fund and Rebate
Fund shall only be invested in Government Obligations.
Investments in any fund or account wunder this Bond
Legislation shall, unless otherwige provided herein or
required by law, be valued at the lewer of cost cr the
then current market value, or at the redemption price
thereof i1f 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
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, except te the extent otherwise
provided in Section 5.04 hereof.

{C) 'CHANGE OF DEPOSITORY BANK AND FISCAL AGENT. The
Issuer may designate another bank insured by FDIC as
Depository Bank and Fiscal Agent if the aforesald bank
should cease for any reason to serve or if the Governing
Body determines by resclution that said 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,
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{D} USER CONTRACTS. The Issuer shall, prior to
delivery of the Bond, provide evidence that there will be
at, least 468 bona fide users upon the System on completion
of the Project, in full compliance with the requirements

and conditions of the Purchaser.

(E} CHARGES AND FEES. The Issuer shall remit from
the Revenue Fund te 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 ke
eligible as security for deposits of state and municipal
funds under the laws of the Starte.

{G) REMITTANCES. A1l 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 5.04. Rebate of Excess Investment Earnings Lo the
Enited States. A. EARNINGS AND RERATE FUNDS, All interest

earnings and profits on amcunts in all funds and accounts provided
for and/or established under this Bond Legislation, other than
(i} interest earanings and profits on any funds referenced in
Subsection C{5) of this Section if such earnings in any Bond Year
are less than $100,000, except for interest earnings and profits on
the Earnings Fund, which shall be retained therein until applied as
heresin set forth, (ii} interest earnings and profits on amounts in
funds and accounts which do not constitute Gross Proceeds, and
1111} interest earnings and profits on the Rebate Fund shall, upon
receipt by the Depository Bank, be deposited in the Earnings Fund.
In addition, all interest sgarnings and profits on Gross Proceeds in
funds and accounts held by the Issuer or otherwise shall, upon
receipt, be paid to the Depository Bank for deposit in the Earnings
Fund. Annually, on or before the 30th day following the end of esach
Bond Year or on the preceding business day in the event that such
last day is not a business day, or such earlier date as required
under the Code and Regulations, the Depository Bank shall transfer
from the Earnings Fund to the Rebate Fund for purposes of ultimate
payment to the United States an amount equal to Excess Investment
Earnings, all as more particularly described in this Section.
Fellowing the transfer referenced in the preceding sentence, the
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Depository Bank shall transfer all amounts remaining in the Earnings
Fund to be used for the paymaent of Debt Service on the next interest
paymant date and for such purpose, Debt Service due from the Issuer
on such date shall be credited by an zmount egual toe the amount so

transferred.

B. DUTIES OF ISSUER IN GENERAL, The Tssuer shall
calculate Excess Investment Earnings in accordance with Subsection C
and shall assure payment of an amount equal to Excess Investment
Earnings to the United States in accordance with Subsections b and
E.

C. CALCULATION OF EXCESS INVESTMENT EARNINGS. Within
30 days following the last day of the first Bond Year, the Issusr
shall calculate, and shall provide written notice to the Purchaser
and Depositery Bank of, the Excess Investment Earnings referenced in
clause {(A) of the definition of Excess Investment FEarnings.
Thereafter, within 30 days following the last day of each Bond Year
and within 30 days following the date of the retirement of the Bond,
the Issuer shall calculate, and shall provide written notice to the
Purchaser and Depository Bank of, the amount of E=xcess Investment
Farnings. Said calculations shall be made or caused to be made by
the Issuer in accordance with the feollowing:

(1} Except as provided in (2), in determining the
amount deseribed in clause Ali) of the definition of
Excess Investment Earnings, the aggregate amount earned on
Nonpurpose  Investments  shall - include {i) all income
realized under federal Iincome tax accounting principles
(whether or not the person earning such income is subject
to federal income tax) with respect to such Nonpurpose
Investments and with respect tc the reinvestment of
investment receipts from such Nonpurpose Investments
(without regard to the transaction costs incurred in
acguiring, carrying, selling or redeeming such Nonpurpose
Investments), including, but not limited to, gain or loss
realized on the digposition of such Nonpurpose Investments
{without regard to when such gaing are taken into account
under Section 453 of the Code relating to taxable year of
inclusion of gross income), and income under Section 1272
of the Code (relating to original issue discount) and
(i1} any unrealized gain or loss as of the date of
retirement of the Bond in the event that any Nonpurpose
Investment is retained after such date.

(2) In determining. the amount described in
clause (A} of the definition of Excess Investment
Farnings, Investment Property shall be treated as acgquired
for its failr market value at the time it becomes a
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Nonpurpose Investment, so that gain or loss on  the
disposition of such Investment Property shall be computed
with reference to such fair market wvalue zs its adjusted
basis.

(3 In determining the amount described in
clause (A) {(ii) of the definition of .Excess. Investment
Earnings, the Yield on the Bond shall be determined based
on the actual Yield of the Bond during the period between
the Clesing Date of the Bond and the date the computation
is made (with adjustments for original issue discount or
premium) .

{4y In determining the amount deseribed in
clause {(B) of the definition of Excess Investment
Earpings, all income attributable to the excess described
in clause (A} of said definition must be taken into
account, whether or not that' income exceeds the Yield of
the RBond, and no amount may be treated as negative
arbitrage. "

(53 In determining the. amount of Excess Investment
Earnings, there shall be excluded any amount earned on any
fund or account which is used primarily toc achieve a
proper matching of revenues and Debt Service within each
Bond Year and which iz depleted at least once a year
except for a reasconable carryover amount not in excess of
the greater of 1 year's earnings on such fund or account
or 1/12th of annual Debt Service as well as amounts earned
on said earnings if the gross earnings on such fund or
account for the Bond Year is less than $100,000.

0. PAYMENT TO TEE UNITED STATES. The Issuer ghall
direct the Depository Bank to pay from the Rebate Fund an amount
equal fo Excess Investment PEarnings to the United States in
installments with the first pavment to be made not later than
30 days after the end ¢f the 5th Bond Year and with subseguent
payments to be made not later than 5 years after the preceding
payment was due. The Issuer shall assure that each such installment
is in an amount egual to at least 90% of the Excess Investment
Earnings with respect to the Gross Proceasds as of the close of the
computation period. Mot later than 60 days after the retirement of
the Bond, the Issuer shall direct the Depository Bank to pay from
the Rebate Fund to the United States 100% of the theretofore unpaid
Excess Investment Earnings in the Rebate Fund. In the event that
there are any amounts remaining in the Rebate Fund following the
payment regquired by the preceding sentence, the Depository Bank
shall pay said amounts to the Issuer to be used for any lawful
purpose oif the Issuer. The Issuer shall remil payments to the
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United States at the address prescribed by the Regulations as the
same may be in time to time in effect with such reports and
statements as may be prescribed by such Regulations. In the event
that, for any reascon, amounts in the Rebate Fund are insufficient to
make the payments to the United States which are required by this
Subsection D, the Issuer shall assure that such payments are made by
the Issuer to the United States, on a timely basis, from any funds
lawfully available therefor.

E. FURTHER OBLIGATION OF ISSUER. The Issuer shall
assure that Excess Investment Earnings are not paid or disbursed
except as required in this Section and except as otherwise reguired
under the Code and the Regulations promulgated thereunder. To that
end the Issuer shall assure that investment transactions are on an
arm s length basis and that Nonpurpose Investments are acquired at
their fair market wvalue. In the event that Nonpurpose Investments
consist of certificates of deposit or investment contracts,
investment in such Nonpurpose Investments shall be made in
accordance with the procedures described in applicable Regulations
as from time to time in effect.

i CMAINTENANCE OF RECORDS. The Issuer shall keep, and
retain for a peried of & years follewing the retirxement of the Bond,
records of the determinations made pursuant to this Section 5.04.

G. INDEPENDENT CONSULTANTS. In order to provide for the
administration of this Section 5.04, the Issuer and the Depository
Bank {at the expense of the lssuer) may provide for the employment
of independent attorneys, accountants and consultants compensated on
such reasonable basis as the Issuer or the Depository Bank may deem
appropriate.

H. FURTHER AGREEMENT. Notwithstanding the foregeing,
the Issuer further covenants to comply with all Regulations from
time te time in effect and applicable to the Bond, as may be
necessary in order to fully comply with Section 148(f} of the Code.
Additionally, in the event of a failure to pay to the United States
any amount required under Section 148(f) of the Cocde, the Issuer
werill pay to the United States a penalty in an amount egual to the
sum of 50% of the amount not paid, plus interest at the reguired
rate on the portion of the amount which was not paid on the required
date, beginning on such date, unless waived.
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ARTICIEYVT

GENERAL COVENANTS, ETC.

Section 6.01. General Statement. S0 long as the Bond
shall be cutstanding and unpaid, or until there shall have been set
apart in the . Reserve Fund (other than sums required to be
transferred to the Earnings Fund) a sum sufficient to prepay the
entire principal of the Bond 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 Purchaser.

Section 6.02. 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 1101 of the annual debt service on
the Bond, and sufficient to make the payments reguired to be made
inte the Reserve Fund and 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 ©.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 feor disposition

of the proceeds of any such sale.

Section 6.04. Issuance of Additioral Parity Bonds or
Obligations. No additional parity bonds or obligations payable out
of the Revenues of the System shall be issued after the issuance of
the Bond pursuant heretc except with the prior written consent of
the Purchaser,

Section 6.05, 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

malintain, sc long as the Bond remains outstanding, insurance with a
reputable insurance carrier or carriers covering the follewing risks

and in the following amcunts:

{a) Fire, Lightning., Vandalism, icion
Mischief and Extended Coverage JInsurance, te be

procured upon acceptance cof any part of the
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Project f£rom the contractor, and immediately
upon any portion of the System now in use, on
all above~ground structures of the System in an
amount  egual te the full insurable wvalue
thereof. In the event of any damage to ox
destruction of any portion of the System, the
Issuer will promptly arrange for the application
of the insurance proceeds for the repair orxr
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,

{bY Public Linbility Insurance, with
limits of not less than $500,000 for one OF more
persens 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.

ey ¥ehicular Puplic Liabilitv Insurance,
in the event the Issuer owns or operates any
vehicle in the operation of the 8ystem, or in
the event that any vehicle not owned by the
Issuer is operated azt 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 ¢laims for bodily injury and/or death, and
not less than £200,000 to protect the Issuer
from claims for damage to property cof others
which may arise from such cperation of vehicles,
such insurance to  be procured  prior to
acquisition or commencement of operation of any
such vehicle for the Issuer.

{d) Horkers! Compensation Qoverage for all
Emplovees of the District Eligible ITherefor and
Performance and Pavment Bends, such bonds to be
in the amounts of 100% of the construction

contract, will be reguired of each prime
contractor, and such payment bonds will be filed

33.



with the Clerk of the County Commission of said
County PriOT to commencement of construction of
the Project in compliance with West Virginia
Code  Section 38-2-39. Workers  compensation
insurance will be maintained as regquired by law.

{e) Fidelity Bonds will be provided as to
every member of the Governing Body and as to
every officer and employee thereof  hawving
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 Secretary,
provided, however, that no bond shall be
raguired insofar as custody of the Project
Construction Account is concerned so long as
checks thereon require the signature of a
representative of the Purchaser.

{(f) Provided, however, and in lieu of and
notwithstanding the foregoing provisions of this
Section, during construction of the Project and
so0 long as the Bond is ocutstanding, the Issuer
will carry insurance  angd bonds or  cause
insurance and bonds to be carried for the
protection of the Issuer, and during such
construction will reguire each contractor and
subcontractor to carry insurance, cof such types
and in such amounts as the Purchaser may
specify, with insurance carriers or bonding
companies acceptable to the Purchaser.

Section 6.06. Figcael 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 alsoc ceonstitute the budget vear for the
operation and maintenance of the System. Not later than 30 days
pricr to the beginning of each Fiscal Year, the Issuer agrees to
adopt the Annual Budget for the ensulng year, and no expenditures
for operation and malintenance 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.
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If for any reason the Issuer shall not have adopted the
Annua)l Budget before the first day of any Fiscal Year, it shall
adopt a Budget of Current Expenses from month to month until the
adoption of the Annual Budget; provided, however, that no such
menthly budget shall exceed the budget for the corresponding menth
in the year next preceding by more than 10%; and provided further,
that adoption of a Budget of Current Expenses shall neot 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 6.07. Covenant fto Proceed and Complete,. The
fssuer 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 and on file with the Governing Body on the date
of adoption hereof, subject te permitted changes.

Section 6.08. Books and Records: Audits, The Issuer will
keep hooks 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 teo the Purchaser. The Issuer
further covenanis to comply with the Act with respect to such books,
records and accounts.

Section 6.09. Maintenance of s em The Issuer

covenants that it will continuocusly operate, in an econcmical and
efficient manner, and maintain the System as a revenue-producing
utility as herein provided so long as the Bond is ocutstanding.

Section 6,10, No fLompetition. 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 authorizaticn
for any person, firm, corporation, public or private body, agency or
instrumentality whatscever 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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Section 6,11 Arbitrage. The Issuer shall not take, or
permit or suffer to be taken, any action with respect tc the Gross
Proceeds of the Bond which would cause the Bond to be an "arbitrage
pond  within the meaning of Section 148 of the Code and Regulations

promulgated thereunder,

Section 6.12. Tax Covenants. The Issuer hereby further

covenants and agrees as feollows:

A. PRIVATE BUSINESS USE LIMITATION. The Issuer shall
assure that (i} not in excess of 10% of the Net Proceeds of the Bond
is 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
Bond during the term therecf is, under the terms of the Bond 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 OY 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 a Private Business Use; and (ii) and that, in the
event that both (A) in excess of 5% of the Net Proceeds of the Bond
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 Bond during the
term thereof is, under the terms of the Bond or any underlying
arrangement, directly or indirectly, secured by any interest in
property used or to be used for said Private Business Use oxr 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 Bond used for a Private Business Use shall bhe
used for a Private Business Use related to the governmental use of
the Project, or if the Bond is 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 foregeing
shall be determined in accordance with the Code.

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

C. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not
take any action or permit or suffer any action toc be taken if the
result of the same would be to cause the Bond to be "federally
guaranteed within the meaning of Section 149{b) of the Code and

Regulations promulgated thereunder.
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bD. INFORMATION RETURN. The Issuer will timely file all
statements, instruments and retutns necessary to assure the
exemption from taxation of the interest on the Bond, including
without limitation, the information return required under

Section 14%(e) of the Code.

E. FURTHER ACTIONS. The Issuer will take all actions
that may be reguired of it =o that the interest on the Bond will be
and remain excluded from gross Iincome for federal income tax
purposes, and will not take any actions or fail to take any actions
the result of which would adversely affect such exclusion.

Section 6.13. Statutory Mortgage. For the further

protection of the holders of the Bond, a statutery mortgage lien
upon the System is granted and created by the Act, which statutery
mortgage lien is hereby recognized and declared to be valid and
binding and shall take effect immediately upon the delivery of the

Bond .

Section 6,14, 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;

{B) Failure duly and punctually to cocbserve 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 &.15. Enforcement. Upon the happening of any

Event of Default specified above, then, and in every such case, the
Purchaser may preceed 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 a&ny 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 appolnt 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 ¢ourt to obtain authorization to increase
rates and charges of the System, and shall have the power to collect
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and receive all revenues and apply the same in such manner as the

court may direct.

Segtjon 6.16, Compengation of Members of Governing Body.
The Issuer hereby covenants and agrees that no compensation for
policy direction shall be paid te 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 te 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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AR LE VIT

RATES, ETC.

Section 7.01. Initial gSchedule 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 Sarvice Commisgsion of TWest Virginia entered
December 22, 1987, in Case No. 87~113-W-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 custemers in similar circumstances.

C. The Issuer may require any applicant for any service
by the System to deposit a reasonable and egquitable 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 Wast
Virginia.

D. 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 #me of
a sewar pill owed by such customer for the same premises.

E. 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 such remedies and powers as are provided under
the Act and other applicable provisions of law with regard to the
collection and enforcement of such rates and charges.

F. 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 3ystem, the same
feeg, 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 sc received shall be
deposited and accounted for in the same manner as other Revenues of
the System.



ARTICLE VITL

MISCELLANEOUS

Section B8.01. Defeasance of Bond. If the Issuer shall
pay or cause to be paid, 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 thig 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, except as may
otherwise be necessary to assure the exclusion of interest on the
Bond from gross income for federal income tax purposes, shall
thereupon cease, terminate and become void and be discharged and

satisfied.

Sgction B.02, Modification ©r Amendment. The  Bond
Legislation may not be modified or amended after final passage
without the prior written consent of the Purchaser, except that no
consent from the Purchaser shall be reguired to make such additions,
deletions or modifications 85 may be necessary to assure compliance
with Section 14B(f) of the Code relating teo required rebate of
Excess Investment Earnings to the United States or otherwise as may
be necessary to assure the exemption from federal income taxation of

interest on the Bond.

Segtion 8.03. Delivery of Bend No., R-l. The Chairman,
Treasurer and Secretary of the Governing Body are hereby authorized
and directed to cause Bond No. R-1, hersby awarded to the Purchaser
pursuant to prior agreement, te be delivered to the Purchaser as
soon as the Purchaser will accept such delivery.

Section 8.04. Severability of Invalid Provisions. If any
one or more of the covenants, agreements or provisions herecof should
be held contrary fo 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 whatsocever 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 8.05. ConflictinE  Provisions  Repegled, All
orders or resolutions, or parts thereof, in conflict with the
provisions hereofl are, to the extent of such conflict, hereby
repealed; provided that this Section shall not be applicable to the
Loan Resolution (Form FmEA 442-47).




Section 8.06. 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 8.07, Covenant of Due Pregedure, 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 cennecticon with this Resolution
occurred and are duly in office and duly qualified for such office.

Section 8.08. Effective Date. This Resclution Shall take
effect immediately upon its adoption.

Adopted: April 25, 1988
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IC-1
(11/01/04)

LOAN AGREEMENT

THIS LOAN AGREEMENT, made and entered into in several counterparts, by
and between the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY, a
governmental instrumentality and body corporate of the State of West Virginia (the
“Authority™), acting on behalf of the WEST VIRGINIA INFRASTRUCTURE AND JOBS
DEVELOPMENT COUNCIL (the “Council™), and the governmental agency designated
below (the “Governmental Agency”).

ADRIAN PUBLIC SERVICE DISTRICT
(2003W-729)

(Governmental Agency)

WHEREAS, pursuant to the provisions of Chapter 31, Article 15A of the Code
of West Virginia, 1931, as amended (the “Act”), the Authority is empowered upon request of
the Council to make loans to governmental agencies for the acquisition or construction of
projects by such governmental agencies, subject to such provisions and limitations as are
contained in the Act;

WHEREAS, the Governmental Agency constitutes a governmental agency as
defined by the Act;

WHEREAS, the Governmental Agency is authorized and empowered by the
statutes of the State to acquire, construct, improve, operate and maintain a project, as defined
by the Act, and to finance the cost of acquisition and construction of the same by borrowing
money to be evidenced by revenue bonds issued by the Governmental Agency;

WHEREAS, the Governmental Agency intends to construct, is constructing or
has constructed such a project at the location and as more particularly described and set forth
in the Application, as hereinafter defined (the “Project”);

WHEREAS, the Governmental Agency has completed and filed with the
Authonty an Application for a Construction Loan with attachments and exhibits and an
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Amended Application for a Construction Loan also with attachments and exhibits (together,
as further revised and supplemented, the “Application™), which Application is incorporated
herein by this reference; and

WHEREAS, having reviewed the Application and made all findings required
by the Act and having available sufficient funds therefor, the Council has authorized the
Authority to lend the Governmental Agency the amount set forth on Schedule X attached
hereto and incorporated herein by reference, through the purchase of revenue bonds of the
Governmental Agency with money in the Infrastructure Fund, subject to the Governmental
Agency's satisfaction of certain legal and other requirements of the Council’s loan program
(the “Program”) as hereinafter set forth.

NOW, THEREFORE, in consideration of the premises and the mutual
agreements hereinafter contained, the Governmental Agency and the Authority hereby agree
as follows:

ARTICLE1
Definitions

1.1 Except where the context clearly indicates otherwise, the terms
“Authority,” “cost,” “Council,” “governmental agency,” “project,” “waste water facility” and
“water facility” have the definitions and meanings ascribed to them in the Act.

1.2 “Authority” means the West Virginia Water Development Authority,
which is expected to be the original purchaser of the Bonds, acting in its administrative
capacity pursuant to Section 10 of the Act and upon authorization from the Council.

1.3 “Consulting Engineers” means the professional engineer, licensed by the
State, designated in the Application and any qualified successor thereto; provided, however,
when a Loan is made for a Project financed, in part, by the Office of Abandoned Mine
Lands, “Consulting Engineers” shall mean the West Virginia Department of Environmental
Protection, or any successor thereto.

1.4  “Infrastructure Fund” means the West Virginia Infrastructure Fund
established in accordance with Section 9 of the Act.

1.5  “Loan” means the loan to be made by the Authority to the Governmental

Agency through the purchase of Local Bonds, as hereinafter defined, pursuant to this Loan
Agreement.,

1.6 “Local Act” means the official action of the Governmental Agency
required by Section 4.1 hereof, authorizing the Local Bonds.
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1.7  “Local Bonds” means the revenue bonds to be issued by the
Governmental Agency pursuant to the provisions of the Local Statute, as hereinafter defined,
to evidence the Loan and to be purchased by the Authority, all in accordance with the
provisions of this Loan Agreement.

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

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

1.10  “Project” means the project hereinabove referred to, to be constructed or
being constructed by the Governmental Agency in whole or in part with the net proceeds of
the Local Bonds.

1.11  “System” means the project owned by the Governmental Agency, of
which the Project constitutes all or to which the Project constitutes an improvement, and any
improvements thereto hereafter constructed or acquired from any sources whatsoever.

1.12  Additional terms and phrases are defined in this Loan Agreement as they
are used.

ARTICLE IT

The Project and the System

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

2.2 Subjectto the terms, conditions and provisions of this Loan Agreement
and the Local Act, the Governmental Agency has acquired, or shall do all things necessary to
acquire, the proposed site of the Project and -shall do, is doing or has done all things
necessary to construct the Project in accordance with the plans, specifications and designs
prepared for the Governmental Agency by the Consulting Engineers.

2.3 All real estate and interests 1n 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 Governmental Agency, subject to any mortgage lien or
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other security interest as is provided for in the Local Statute unless a sale or transfer of all or
a portion of said property or any interest therein 1s approved by the Authority and Council.

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

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

2.6 The Governmental Agency agrees that it will permit the Authority and
the Council and their agents and representatives to have access to the records of the
Governmental Agency pertaining to the operation and maintenance of the System at any
reasonable time following completion of construction of the Project and commencement of
operation thereof or if the Project is an improvement to an existing system at any reasonable
time following commencement of construction.

2.7 The Governmental Agency shall require that each construction
contractor furnish a performance bond and a payment bond, each in an amount at least equal
to one hundred percent (100%) of the contract price of the portion of the Project covered by
the particular contract as security for the faithful performance of such contract and shall
verify or have verified such bonds prior to commencement of construction.

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

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

2.10 The Governmental Agency shall at all times provide operation and
maintenance of the System in compliance with any and all State and federal standards. The
Governmental Agency shall employ qualified operating personnel properly certified by the
State to operate the System during the entire term of this Loan Agreement.

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

2.12 The Governmental Agency, commencing on the date contracts are
executed for the acquisition or construction of the Project and for two years following the
completion of acquisition or construction of the Project, shall each month complete a
Monthly Financial Report, the form of which is attached hereto as Exhibit C and

incorporated herein by reference, and forward a copy by the 10™ of each month to the
Authority and Council.




ARTICLE I}

Conditions to Loan;
Issuance of Local Bonds

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

(a)  The Governmental Agency shall have performed and satisfied all
of the terms and conditions to be performed and satisfied by it in this Loan Agreement;

(b)  The Governmental Agency shall have authorized the issuance of
and delivery to the Authority of the Local Bonds described in this Article 11l and in Article
IV hereof;

(¢)  The Governmental Agency shall either have received bids or
entered into contracts for the comstruction of the Project which are in an amount and
otherwise compatible with the plan of financing described in the Application; provided that,
if the Loan will refund an interim construction financing, the Governmental Agency must
either be constructing or have constructed 1its Project for a cost and as otherwise compatible
with the plan of financing described in the Application; and, in either case, the Authority and
the Council shall have received a certificate of the Consulting Engineers to such effect, the
form of which certificate is attached hereto as Exhibit A;

(d) The Governmental Agency shall have obtained all permits
required by the laws of the State and the federal government necessary for the construction of
the Project, and the Authority and the Council shall have received a certificate of the
Consulting Engineers to such effect;

(e} The Governmental Agency shall have obtained all requisite
orders of and approvals from the Public Service Commission of West Virginia (the “PSC™)
and the Council necessary for the construction of the Project and operation of the System,
with all requisite appeal periods having expired without successful appeal, and the Authority
and the Council shall have received an opinion of counsel to the Governmental Agency,
which may be local counsel to the Governmental Agency, bond counsel or special PSC
counsel but must be satisfactory to the Authority and the Council, to such effect;

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

(h)  Such rates and charges for the System shall be sufficient to
comply with the provisions of Subsections 4.1(a) and 4.1(b)(11) hereof, and the Authority and
the Council shall have received a certificate of the accountant for the Governmental Agency,
or such other person or firm experienced in the finances of governmental agencies and
satisfactory to the Authority and the Council, to such effect; and

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

3.2 Subject to the terms and provisions of this Loan Agreement, the rules
and regulations promulgated by the Authority, the Council or any other appropriate State
agency and any applicable rules, regulations and procedures promulgated from time to time
by the federal government, it is hereby agreed that the Authority shall make the Loan to the
(iovernmental Agency and the Governmental Agency shall accept the Loan from the
Authority, and in furtherance thereof it is agreed that the Governmental Agency shall sell to
the Authority and the Authority shall make the Loan by purchasing the Local Bonds in the
principal amount and at the price set forth in Schedule X hereto. The Local Bonds shall have
such further terms and provisions as described in Article IV hereof.

3.3 The Loan shall be secured and shall be repaid in the manner hereinafter
provided in this Loan Agreement.

3.4  The Local Bonds shall be delivered to the Authority, at the offices of the
Authority, on a date designated by the Governmental Agency by written notice to the
Authority, which written notice shall be given not less than ten (10) business days prior to the
date designated; provided, however, that if the Authority is unable to accept delivery on the
date designated, the Local Bonds shall be delivered to the Authority on a date as close as

-7-




possible to the designated date and mutually agreeable to the Authority, the Council and the
Governmental Agency. The date of delivery so designated or agreed upon is hereinafter
referred to as the “Date of Loan Closing.” Notwithstanding the foregoing, the Date of Loan
Closing shall in no event occur more than ninety (90) days after the date of execution of this
Loan Agreement by the Authority or such Jater date as is agreed to in writing by the Council.

3.5  The Governmental Agency understands and acknowledges that it is one
of several governmental agencies which have applied to the Council for loans from the
Infrastructure Fund to finance projects and that the obligation of the Authority to make any
such loan is subject to the Council’s authorization and the Governmental Agency's fulfilling
all of the terms and conditions of this Loan Agreement on or prior to the Date of Loan
Closing. The Governmental Agency specifically recognizes that the Authority will not
purchase the Local Bonds unless and until sufficient funds are available in the Infrastructure
Fund to purchase all the Local Bonds and that, prior to execution of this Loan Agreement, the
Authority may commit to and purchase the revenue bonds of other governmental agencies for
which it has sufficient funds available.

ARTICLE IV

Local Bonds; Security for Loan;
Repayment of Loan; Interest on Loan;
Fees and Charges

4.1  The Governmental Agency shall, as one of the conditions of the
Authority to make the Loan, authorize the issuance of and issue the Local Bonds pursuant to
an official action of the Governmental Agency in accordance with the Local Statute, which
shall, as adopted or enacted, contain provisions and covenants in substantially the form as
follows, unless the specific provision or covenant is modified or waived by the Council:

(a)  That the gross revenues of the System shall always be used for

purposes of the System. Such gross revenues shall be used monthly, in the order of priority
listed below:

(i)  to pay Operating Expenses of the System;

(i1)  tothe extent not otherwise limited by any outstanding loan
resolution, indenture or other act or document and beginning on the date set forth in Schedule
X, to provide debt service on the Local Bonds by depositing in a sinking fund one-third (1/3)
of the interest payment next coming due on the Local Bonds and one-third (1/3) of the
principal payment next coming due on the Local Bonds and, beginning three (3) months prior
to the first date of payment of principal of the Local Bonds, if the reserve account for the
Local Bonds (the “Reserve Account”) was not funded from proceeds of the Local Bonds or
otherwise concurrently with the issuance thereof (which, with an approving opinion of bond
counsel to the Governmental Agency, may be with a letter of credit or surety) in an amount
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equal to the maximum amount of principal and interest which will come due on the Local
Bonds in the then current or any succeeding vear (the “Reserve Requirement”), by depositing
in the Reserve Account an amount not less than one-twelfth (1/12) of one-tenth (1/10) of the
Reserve Requirement or, if the Reserve Account has been so funded (whether by Local Bond
proceeds, monthly deposits or otherwise), any amount necessary to maintain the Reserve
Account at the Reserve Requirement;

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

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

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

(b)  Covenants substantially as follows:

(i)  That the Local Bonds shall be secured by a pledge of
either the gross or net revenues of the System, as more fully set forth in Schedule X attached
hereto and in the Local Act;

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

(i11) That the Governmental Agency shall complete the Project
and operate and maintain the System in good condition;

(iv)  That, except as otherwise required by State law or with the
written consent of the Council and the Authority, the System may not be sold, mortgaged,
leased or otherwise disposed of, except as a whole, or substantially as a whole, and only 1f
the net proceeds to be realized shall be sufficient to pay fully all the Local Bonds
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outstanding, with further restrictions on the disposition of portions of the System as are
normally contained in such covenants;

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

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

(vii) That the Governmental Agency will not render any free
services of the System;

{vii1) That the Authority may, by proper legal action, compel the
performance of the duties of the Governmental Agency under the Local Act, including the
making and collection of sufficient rates or charges for services rendered by the System, and
shall also have, in the event of a default in payment of principal of or interest on the Local
Bonds, the right to obtain the appointment of a receiver to administer the System or
construction of the Project, or both, as provided by law;

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

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

(x1) That the Governmental Agency shall annually cause the
records of the System to be audited by an independent certified public accountant or
independent public accountant and shall submit the report of said audit to the Authority and
the Council, which report shall include a statement that notes whether the results of tests
disclosed instances of noncompliance that are required to be reported under government
auditing standards and, if they are, describes the instances of noncompliance and the audited
financial statements shall include a statement that notes whether the Governmental Agency’s
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revenues are adequate to meet its Operating Expenses and debt service and reserve
requirements;

(xi1) That the Governmental Agency shall annually adopt a
detailed, balanced budget of the estimated revenues and expenditures for operation and
maintenance of the System during the succeeding fiscal year and shall submit a copy of such
budget to the Authority and the Council within 30 days of adoption thereof,

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

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

(xv) That, as long as the Authority is the owner of any of the
Local Bonds, the Governmental Agency may not redeem any Local Bonds by it without the

written consent of the Authority and the Council and otherwise in compliance with this Loan
Agreement;.

(xvi) That the West Virginia Municipal Bond Commission (the
“Commussion”) shall serve as paying agent for the Local Bonds;

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

(xvii1) That, unless it qualifies for an exception to the provisions
of Section 148 of the Internal Revenue Code of 1986, as amended, which exception shall be
set forth in an opinion of bond counsel, the Governmental Agency will furnish to the
Authority, annually, at such time as it is required to perform its rebate calculations under the
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Internal Revenue Code of 1986, as amended, a certificate with respect to its rebate
calculations and, at any time, any additional information requested by the Authority;

(xix) That the Governmental Agency shall take any and all
action, or shall refrain from taking any action regarding the use of the proceeds of the Local
Bonds, as shall be deemed necessary by the Authority to maintain the exclusion from gross
income for federal income tax purposes of interest on the State’s general obligation bonds or
any bonds secured by the Local Bonds;

{xx) That the Governmental Agency shall have obtained the
certificate of the Consulting Engineer in the form attached hereto as Exhibit A, to the effect
that the Project has been or will be constructed in accordance with the approved plans,
specifications and design as submitted to the Authority and the Council, the Project is
adequate for the purposes for which it was designed, the funding plan as submitted to the
Authority and the Council is sufficient to pay the costs of acquisition and construction of the

Project and all permits required by federal and State laws for construction of the Project have
been obtained;

(xx1) That the Governmental Agency shall, to the full extent
permitted by applicable law and the rules and regulations of the PSC, terminate the services
of any water facility owned by it to any customer of the System who is delinquent in payment
of charges for services provided by the System and will not restore the services of the water
facility until all delinquent charges for the services of the System have been fully paid or, if
the water facility is not owned by the Governmental Agency, then the Governmental Agency
shall enter into a termination agreement with the water provider;

(xxi1) That the Governmental Agency shall furnish to the
Authority such information with respect to earmings on all funds constituting “gross
proceeds” of the Local Bonds (as that term is defined in the Internal Revenue Code of 1986,
as amended) from time to time as the Authority may request;

(xxiii) That the Governmental Agency shall submit all proposed
change orders to the Council for written approval. The Governmental Agency shall obtain
the written approval of the Council before expending any proceeds of the Local Bonds held
in “confingency” as set forth in the final Schedule B attached to the certificate of the
Consulting Engineer. The Governmental Agency shall obtain the written approval of the

Council before expending any proceeds of the lLocal Bonds available due to
bid/construction/project underruns;

(xxiv) That the Governmental Agency shall list the funding
provided by 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 groundbreaking or dedication of
the Project; and
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(xxv) That, unless it qualifies for an exception, the
Governmental Agency shall comply with all the requirements of Chapter 21, Article 1C of
the Code of West Virginia, 1931, as amended (the “West Virginia Jobs Act”) and shall
require its contractors and subcontractors to comply with the West Virginia Jobs Act. The
Governmental Agency shall provide the Council and the Authority with a certificate stating
that (I) the Governmental Agency will comply with all the requirements of the West Virginia
Jobs Act; (IT) the Governmental Agency has included the provisions of the West Virginia
Jobs Actin each contract and subcontract for the Project; (111) the Governmental Agency has
received or will receive, prior to entering into contracts or subcontracts, from each contractor
or subcontractor a certificate demonstrating compliance with Section 4 of the West Virginia
Jobs Act or waiver certificates from the West Virginia Division of Labor (“DOL"); and (IV)
the Governmental Agency will file with the DOL and the Council copies of the waiver
certificates and certified payrolls or comparable documents that include the number of
employees, the county and state wherein the employees reside and their occupation,
following the procedures established by the DOL. The monthly requisitions submitted to the
Council shall also certify that the Governmental Agency is monitoring compliance by its
contractors and subcontractors and that the required information has been submitted.

The Governmental Agency hereby represents and warrants that the Local Act
has been or shall be duly adopted in compliance with all necessary corporate and other action
and in accordance with applicable provisions of law. All legal matters incident to the
authorization, issuance, validity, sale and delivery of the Local Bonds shall be approved
without qualification by recognized bond counsel acceptable to the Authority in substantially
the form of legal opinion attached hereto as Exhibit B.

42  The Loan shall be secured by the pledge and assignment by the
Governmental Agency, as effected by the Local Act, of the fees, charges and other revenues
of the Governmental Agency from the System as further set forth by and subject only to such
reservations and exceptions as are described in Schedules X and Y hereto or are otherwise
expressly permitted in writing by the Authority and the Council.

4.3  The principal of the Loan shall be repaid by the Governmental Agency
on the days and in the years provided in Schedule X hereto. Interest payments on the Loan

shall be made by the Governmental Agency on a quarterly basis as provided in said Schedule
X.

4.4  The Loan shall bear interest from the date and at the rate or rates per
annum set forth on Schedule X hereto. In no event shall the interest rate on or the net interest
cost of the Local Bonds exceed any statutory limitation with regard thereto.

4.5  The Local Bonds shall be delivered to the Authority in fully registered
form, transferable and exchangeable as provided in the Local Act at the expense of the
Governmental Agency. Anything to the contrary herein notwithstanding, the Local Bonds
may be issued in one or more series, as reflected by Schedule X hereto.
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4.6  The Governmental Agency agrees to expend the net proceeds of the
Local Bonds for the Project within 3 years of the issuance of the bonds which are the source
- of money used to purchase the Local Bonds, unless otherwise agreed to by the Council.

ARTICLEV

Certain Covenants of the Governmental Agency;
Imposition and Collection of User Charges;
Payments To Be Made by
Governmental Agency to the Authority

5.1  The Governmental Agency hereby irrevocably covenants and agrees to
comply with all of the terms, conditions and requirements of this Loan Agreement and the
Local Act. The Governmental Agency hereby further irrevocably covenants and agrees that,
as one of the conditions of the Authority to make the Loan, it has fixed and collected, or will
fix and collect, the rates, fees and other charges for the use of the System and will take all
such actions necessary to provide funds sufficient to produce the required sums set forth in

the Local Act and in compliance with the provisions of Subsections 4.1(a) and 4.1(b)(ii)
hereof.

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

5.3  In the event the Governmental Agency defaults in the payment due to
the Authority pursuant to this Loan Agreement, the amount of such default shall bear interest
at the interest rate of the installment of the Loan next due, from the date of the default until
the date of the payment thereof.

5.4  The Governmental Agency hereby irrevocably covenants and agrees
with the Authority that, in the event of any default hereunder by the Governmental Agency,
the Authority may exercise any or all of the rights and powers granted under the Act and
State law, including, without limitation, the right to an appointment of a receiver.
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ARTICLE Vi

Other Agreements of the
Governmental Agency

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

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

6.3  Notwithstanding Section 6.2, the Authority may at any time, in its sole
discretion, cause the rebate calculations prepared by or on behalf of the Governmental
Agency to be monitored or cause the rebate calculations for the Governmental Agency to be
prepared, in either case at the expense of the Governmental Agency.

6.4  The Governmental Agency hereby agrees to give the Authority and the
Council prior written notice of the 1ssuance by it of any other obligations to be used for the
System, payable from the revenues of the System or from any grants for the Project or
otherwise related to the Project or the System.

6.5  The Governmental Agency hereby agrees to file with the Authority and
the Council upon completion of acquisition and construction of the Project a schedule in
‘substantially the form of Amended Schedule B to the Application, setting forth the actual
costs of the Project and sources of funds therefor.

-15-




ARTICLE VII

Miscellaneous

7.1  Additional definitions, additional terms and provisions of the Loan and
additional covenants and agreements of the Governmental Agency, if any, may be set forth in
Schedule 7 attached hereto and incorporated herein by reference, with the same effect as if
contained in the text of this Loan Agreement.

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

7.3 The Authority shall take all actions required by the Council in making
and enforcing this L.oan Agreement.

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

7.5  This Loan Agreement may be executed in one or more counterparts, any
of which shall be regarded for all purposes as an original and all of which constitute but one
and the same instrument, Each party agrees that it will execute any and all documents or
other instruments and take such other actions as may be necessary to give effect to the terms
of this Loan Agreement.

7.6  No waiver by either party of any term or condition of this Loan
Agreement shall be deemed or construed as a waiver of any other terms or conditions, nor
shall a waiver of any breach be deemed to constitute a waiver of any subsequent breach,
whether of the same or of a different section, subsection, paragraph, clause, phrase or other
provision of this Loan Agreement.

7.7  This Loan Agreement supersedes all prior negotiations, representations
and agreements between the parties hereto relating to the Loan and constitutes the entire
agreement between the parties hereto in respect thereof.

7.8  The Authority acknowledges that certain terms and requirements in this
Loan Agreement may not be applicable when the Project is financed in part by the West
Virginia Department of Environmental Protection, Office of Abandoned Mine Lands and
under that circumstance those terms and requirements are specifically waived or modified as
agreed to by the Authority and set forth in the Local Act.
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7.9 By execution and delivery of this Loan Agreement, notwithstanding the
date hereof, the Governmental Agency specifically recognizes that it 1s hereby agreeing to
sell its Local Bonds to the Authority and that such obligation may be specifically enforced or
subject to a similar equitable remedy by the Authonty.

7.10  This Loan Agreement shall terminate upon the earlier of:

(1)  the end of ninety (90) days after the date of execution hereof by
the Authority or such later date as 1s agreed to in writing by the
Council if the Governmental Agency has failed to deliver the
Local Bonds to the Authority;

(ii)  termination by the Authority and the Council pursuant to
Section 6.1 hereof; or

(ii1)  payment in full of the principal of and interest on the Loan and

of any fees and charges owed by the Governmental Agency to
the Authority, acting on behalf of the Council.

-17-




IN WITNESS WHEREQF, the parties hereto have caused this Loan Agreement

to be executed by their respective duly authorized officers as of the date executed below by
the Authority.

ADRIAN PUBLIC SERVICE DISTRICT

(SEAL)

Dae. October 23, 2008

Its ' Secretary i

WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY

(SEAL) By: N il
Its: Executlve Du‘ectW
Attest' Date: October 23, 2008

Its: Secrctary ~Treasurer

{C1412197.1}
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EXHIBIT A

FORM OF CERTIFICATE OF CONSULTING ENGINEER

(Issuer)
(Name of Bonds)
5 , Registered Professional Engineer, West
Virginia- License No. , of ' , Consulting
Engineers, , hereby certify as follows:
L. My firm 1s engineer for the acquisition and construction of
to the
system (the “Project™) of (the “Issuer”), to be constructed
primarily in County, West Virginia, which acquisition and construction are

being permanently financed in part by the above-captioned bonds (the “Bonds™) of the Issuer.

Capitalized words not defined herein shall have the same meanings set forth in the bond
adopted or enacted by the Issuer on , and the Loan
Agreement by and between the Issuer and the West Virginia Water Development Authority
(the “Authonty”), on behalf of the West Virginia Infrastructure and Jobs Development
Council (the “Council”), dated i

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

3. To the best of my knowledge, information and belief, (i) within the
limits and in accordance with the applicable and govemning contractual requirements relating
to the Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by [DEP/BPH/PSC] and any
change orders approved by the Issuer, the Council and all necessary governmental bodies; (i1)
the Project, as designed, is adequate for its intended purpose and has a useful life of at least
___years if properly operated and maintained, excepting anticipated replacements due to
normal wear and tear; (ii1) the Issuer has received bids for the acquisition and construction of
the Project which are in an amount and otherwise compatible with the plan of financing set
forth in the Schedule B attached hereto as Exhibit A and my firm' has ascertained that all

'If another responsible party, such as the Issuer's attorney, reviews the insurance and
payment bonds, then insert the following: [and in reliance upon the opinion of

-19-
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successful bidders have made required provisions for all insurance and payment and
performance bonds and that such insurance policies or binders and such bonds have been
verified for accuracy; (iv) the successful bidders received any and all addenda to the original
bid documents; {v) the bid documents relating to the Project reflect the Project as approved
by the [DEP/BPH/PSC] and the bid forms provided to the bidders contain all critical
operational components of the Project; (vi) the successful bids include prices for every item
on such bid forms; (vii) the uniform bid procedures were followed; (viii) the Issuer has
obtained all permits required by the laws of the State of West Virginia and the United States
necessary for the acquisition and construction of the Project and operation of the System; (ix)
as of the effective date thereof, “the rates and charges for the System as adopted by the Issuer
will be sufficient to comply with the provisions of the Loan Agreement; (X) the net proceeds
of the Bonds, together with all other moneys on deposit or to be simultaneously deposited
and irrevocably pledged thereto and the proceeds of grants, if any, irrevocably committed
therefor, are sufficient to pay the costs of acquisition and construction of the Project set forth
in the Schedule B attached hereto and approved by the Council; and (x1) attached hereto as
Exhibit A is the final amended “Schedule B - Final Total Cost of Project, Sources of Funds
and Costs of Financing” for the Project.

WITNESS my signature and seal on this day of

[SEAL]

By:
West Virginia License No.

Esq.} and delete “my firm has ascertained that”.

*If the Rule 42 Exhibit and/or rate structure was prepared by an accountant, then insert the
following: “In reliance upon the certificate of of even date herewith,”
at the beginning of (ix). -20-




EXHIBIT B

OPINION OF BOND COUNSEL FOR GOVERNMENTAIL AGENCY

[To Be Dated as of Date of Loan Closing]

West Virginia Infrastructure and
Jobs Development Council

300 Summers Street, Suite 980

Charleston, West Virginia 25301

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

Ladies and Gentlemen:

We are bond counsel to _ (the
“Governmental Agency”), a

We have examined a certified copy of proceedings and other papers relating to
the authorization of (i) a loan agreement dated , including all
schedules and exhibits attached thereto (the “Loan Agreement”), between the GovemmentaI
Agency and the West Virginia Water Development Authority (the “Authority™), on behalf of
the West Virginia Infrastructure and Jobs Development Council (the “Council™), and (ii) the
issue of a series of revenue bonds of the Governmental Agency, dated
(the “Local Bonds”), to be purchased by the Authonty in accordance with the provisions of
the [.oan Agreement. The Local Bonds are issued in the principal amount of $ , n the
form of one bond, registered as to principal and interest to the Authority, with interest and
principal payable quarterly on March 1, June 1, September 1 and December 1 of each vear,
beginning , 1, , and endlng , 1, , as set forth in the

“Schedule Y” attached to the Loan Agreement and incorporated in and ‘made a part of the
Local Bonds.

The Local Bonds are issued for the purposes of (i) , and
(i1) paying certain issuance and other costs in connection therewith.

We  have also examined the applicable provisions of
of the Code of West Virgima, 1931, as amended (the “Local

Statute™), and the bond duly adopted or enacted by the Governmental Agency
on , as supplemented by the supplemental resolution duly adopted by the
Governmental Agency on (collectively, the “Local Act™), pursuant to

and under which Local Statute and Local Act the Local Bonds are authorized and issued, and
the Loan Agreement has been undertaken. The Local Bonds are subject to redemption prior
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to maturity to the extent, at the time, under the conditions and subject to the limitations set
forth in the Local Act and the Loan Agreement.

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

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

2. The Loan Agreement inures to the benefit of the Authority and the
Council and cannot be amended so as to affect adversely the rights of the Authority or the
Council or diminish the obligations of the Governmental Agency without the consent of the
Authority and the Council.

3. The Governmental Agency is a duly organized and validly existing
, with full power and authority to acquire and
construct the Project, to operate and maintain the System, to adopt or enact the Local Act and
to issue and sell the Local Bonds, all under the Local Statute and other applicable provisions
of law. :

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

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

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

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

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

Very truly yours,

YR



EXHIBITC

MONTHLY FINANCIAL REPORT

Name of Governmental Agency

Name of Bond Issue(s)

Type of Project Water Wastewater
Fiscal Year Report Menth
Budget
Year To
Total Budget Date Minus
Current Year Year Total Year
ltem : Month To Date To Date To Date

1. Gross Revenues

2. Operating Expenses

3. Bond Payments:

Type of Issue
Clean Water SRF

Drinking Water TRY

Infrastructare Fund

Water Development
Authority

Rural Utilities Service
Economic Development

Administration
Other (I1dentify)

4. Renewal and
Replacement

Fund Deposits

Name of Person Completing Form

Address

Teiephoue
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INSTRUCTIONS FOR COMPLETING MONTHLY FINANCIAL REPORT

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

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

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

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

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

4.



EXHIBIT D

MONTHLY PAYMENT FORM

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

Re: [Name of bond issue]

Ladies and Gentlemen:

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

Sinking Fund:
Interest S
Principal b
Total: $
Reserve Account: $

Witness my signature this __ day of

[Name of Governmental Agency]

By:

Authorized Officer

Enclosure: copy of check(s)

=25



SCHEDULE X

DESCRIPTION QF LOCAL BONDS

Principal Amount of Local Bonds $500,000
Purchase Price of Local Bonds  $500,000

The Local Bonds shall bear no interest. Commencing September 1, 2010,
principal on the Local Bonds is payable quarterly. Quarterly payments will be made on
March 1, June 1, September 1 and December 1 of each year as set forth on the Schedule Y
attached hereto and incorporated herein by reference.

The Governmental Agency shall authorize the Commussion to electronically
debit its monthly payments. The Commission will make quarterly payments to the Authority
at such address as is given to the Commission in writing by the Authority.

The Local Bonds are fully registered in the name of the Authority as to interest,
if any, and principal and the Local Bonds shall grant the Authority a first lien on the gross or
net revenues of the Governmental Agency’s system as provided in the Local Act.

The Governmental Agency may prepay the Local Bonds in full at any time at
the price of par but only with the Council’s written consent. The Governmental Agency shall
request approval from the Authority and Council 1in writing of any proposed debt which will
be issued by the Governmental Agency on a parity with the Local Bonds which request must
be filed at least 60 days prior to the intended date of issuance.

As of the date of the Loan Agreement, the Local Bonds are on a parity as to

liens, pledge and source of and security for payment with the following obligations of the
Governmental Agency:

(i) Adrian Public Service District Water Revenue Bonds, Series 1989
(United States Department of Agriculture), dated July 21, 1988, issued
in the original aggregate principal amount of $990,000;

(ii)  Adrian Public Service District Water Revenue Bonds, Series 1996 A
(United States Department of Agriculture), dated September 11, 1996,
issued in the original aggregate principal amount of $650,000;

(i1i))  Adnan Public Service District Water Revenue Bonds, Series 1996 B
(United States Department of Agriculture), dated September 11, 1996,
issued in the original aggregate principal amount of $850,000;

(iv)  Adrian Public Service District Water Revenue Bonds, Series 2000 A
(United States Department of Agriculture), dated October 6, 2000,
issued in the original aggregate principal amount of $1,800,000; and
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(v)  Adran Public Service District Water Revenue Bonds, Series 2004 A
(United States Department of Agriculture), dated February 18, 2004,
issued in the original aggregate principal amount of $1,200,000.

27




SCHEDULE Y
DEBT SERVICE SCHEDULE
$500,000
_Adrian Public Service District
0% Interest Rate; 40 Years from Closing Date

Dated ;
Pate 10/23/08
Delivery
Date . 10/23/08

Annual

Period Debt Debt
‘Ending Principal’  Interest Service: Service.

9/1/10. 3,268, 3,268, 3,268
3/1/11 3,268.; 3,268,
B/ 3,268, 3,268,
9/1/11 . 3,268.° - 3,268.. 13,072
______ : : 3,268.
Y12 3268 3,268.
6/1/12: 2,268. : 3,268.
Y12 3,268 o 3ms 13072
12112 3288, . 3,268,
3/1/13: 3,268 3
6/1/13: 3,268. 3,268.. o
9/1/13] 3,268, 3,268.. 13072
o Y3 3268 : ‘
L3114 3268
6/1/14. 3,268
8/1/14 3,268,
12[.‘1/ 14 3,268,
3/ 1[ 15 3,268.
§/1/15 3,268
. 9/1/350 3268,
. 12/1/15, 3,268.
3/1/16. 3,268,
. 8/136° 3,268,
9/1/16 3,268,
12/1/36:
3/1/17:
TR YT
RIsTeven
12/1/17.
3118
6/1/18:
C8/111%8
12118
3/1/19,
6/1/19:
9/1/19
12/1/19;
3/1/20°
B/1/20°
8/1/20,
12/1/20.
3/1/21,
6/1/21
9/1/21,

13,072,
13,072,

13,072,

13,072,

3,268, 13072

3,268, 13072
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~ $500,000
Adrian Public Service District
0% Interest Rate; 40 Years from Closing Date

: - Annuai .
Period | ) Debt: Debt
Ending:  Principat. Interest: Service: Service

3/1/34 3,268.° i 3,268/
6/1/34 3,268 8.
9134 3,268, - 3zes 13,072
12/1/34. 3,268, . 3,268,

3135 3,268, © 3,268,

8/1/35 3,268, © 3,268
9/1/35. 3,268 . 328 13072
12/3/35: 3,268, ;
3/1/% 3,268
6/1/35) 3,268
9/33%.  3,268.
12/4/36  3,268.
3/437. 3,268,
6/1/37° '
91137
12/1/37
3/1/38:
6/1/38
9/1/38,
12/1/38
3/1/39.

13,072,

13,072,

13,072.

9/1/33. 3,268, 13,072,

(12/1/39° 3,268
3/1/40;
6/1/40"
9/1/40,
12/1/40

L 3yan
6/1/41,

VY
12/1/41:
3/1/42

. Bfi/a2i 3288
Sar 368
12/1/42

B TEV R
6/1/43
5/1/43
12/1/43)
3/1/44
6/1/44
9/1/a4

) 1.2[1[4&
3/1/45:
6/1/45.
5/1/45;
12/1/45
3/1/46

13,072,
13,0?2.:;
Ben.
13,072,
ia».bu; .

Borz
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$500,000 ‘
Adrian Public Service District
0% Interest Rate; 40 Years from Closing Date

Annuat

Period, . Debt Debt
Ending:  Principal interest Service. Service;
6/1/46. 3,268 . 3,288 '
oy, 3268 L axe. 13072
12/1/46° 3,268, 3268, '
3/1/47° 3268 f 2,268.

6/147 3,268, L3
Y4 3267 - 32680 13072
12147, 3,267. PR :
31448 3,267, 3,267,

8/1/48. 3,267 o321
9/1/48: 3,268, 3,267, 13,068.

500,000, 500,000. 508,000,
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SCHEDULE Z

None.
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ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture)

RECEIPT FOR SERIES 2008 A BONDS

'The undersigned, authorized representative of the United States Department of
Agriculture, Rural Utilities Service, for and on behalf of the United States of America (the
“Purchaser™), hereby certifies this 23rd day of October, 2008 as follows:

I, On the 23rd day of October, 2008, at French Creek, West Virginia, the
undersigned received for the Purchaser the Adrian Public Service District Water Revenue Bonds,
Series 2008 A (United States Department of Agriculture), No. AR-1 (the “Series 2008 A Bonds™),
issued as a single, fully registered Bond, in the principal amount of $1,830,000, dated the date hereof,
bearing interest at the rate of 4.25% per annum, payable in monthly installments as stated in the Bond.
The Series 2008 A Bonds represent the entire above captioned Bond issue.

2. At the time of such receipt, the Series 2008 A Bonds had been executed and
sealed by the designated officials of the Public Service Board of Adrian Public Service District (the
“Issuer’™).

3. At the time of such receipt, there was paid to the Issuer the sum of
$122,800, being a portion of the principal amount of the Seéries 2008 A Bonds. The balance of the
principal amount of the Series 2008 A Bonds will be advanced by the Purchaser to the Issuer as
acquisition and construction of the Project progresses.

[Remainder of Page Intentionally Blank]

CH4910703.1




WITNESS my signature on this 23rd day of October, 2008.

J. <7

i
/(uthoﬁ'z'ed Representative

10.06.08
002540.60002

CH4510703.1




ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 B
{(West Virginia Infrastructure Fund)

CROSS-RECEIPT FOR SERTES 2008 B BONDS AND BOND PROCEEDS

On this 23rd day of October, 2008, the undersigned authorized representative
of the West Virginia Water Development Authority (the "Authority™), for and on behalf of
the Authority, and the undersigned Chairrnan of the Public Service Board of Adrian Public
Service District {the "Issuer™), for and on behalf of the Issuer, hereby certify as follows:

1. On the date hereof, the Authority received the Adrian Public Service
District Water Revenue Bonds, Series 2008 B (West Virginia Infrastructure Fund), issued
in the principal amount of $500,000, as a single, fully registered Bond, numbered BR-1 and
dated October 23, 2008 (the "Series 2008 B Bonds").

2. At the time of such receipt of the Series 2008 B Bonds upon original
igsuance, the Series 2008 B Bonds had been executed by the Chainman and Secretary of the
Public Service Board of the Issuer, by their respective manual signatures, and the official
seal of the Issuer had been affixed upon the Series 2008 B Bonds.

3. The Issuer has received and hereby acknowledges receipt from the
Authority, as the original purchaser of the Series 2008 B Bonds, of $30,822, being a portion
of the principal amount of the Series 2008 B Bonds. The balance of the principal amount of
the Seres 2008 B Bonds will be advanced by the Authority and the West Virginia
Infrastructure and Jobs Development Council to the Issuer as acquisition and construction of
the Project progresses,

[Remainder of Page Intentionally Blank]

CH4910%75.1
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10.06.G8
(02540.00002

CH4910975.1

Dated as of the day and year first written above.

WEST VIRGINIA WATER DEVELOPMENT

AUTHORITY
=
Authorized Repre:sentﬁfié

ADRIAN PUBLIC SERVICE DISTRICT




ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 B
(West Virginia Infrastructure Fund)

DIRECTION TO AUTHENTICATE AND DELIVER SERIES 2008 B BONDS

The Huntington National Bank, as
Bond Registrar for the Series 2008 B Bonds
Charleston, West Virginia

Ladies and Gentlemen:
There are delivered to you herewith on this 23rd day of October, 2008.

(1) Bond No. BR-1, constituting the entire original issue of Adran
Public Service District Water Revenue Bonds, Series 2008 B (West Virginia
Infrastructure Fund), in the principal amount of $500,000 dated October 23,
2008 (the “Series 2008 B Bonds™), executed by the Chairman and the
Secretary of the Public Service Board of Adrian Public Service District (the
“Issuer™) and bearing the official seal of the Issuer, authorized to be issued
under and pursuant to a Bond Resolution duly adopted by the Issuer on
October 21, 2008, and a Supplemental Resolution duly adopted by the Issuer
on October 21, 2008 (collectively, the “Bond Legislation™);

{2y A copy of the Bond Legisiation authorizing the above-described
Bond issue, duly certified by the Secretary of the Issuer;

(3}  Executed counterparts of the loan agreement dated October
23, 2008 (the “Loan Agreement™), by and between the Issuer and the West
Virginia Water Development Authority (the “Authority’™), on behalfl of the
West Virginia Infrastructure and Jobs Development Council (the “Council™);
and

(4) An executed opinion of nationally recognized bond counsel
regarding the validity of the Loan Agreement and the Series 2008 B Bonds.

You are hereby requested and authorized to deliver the Series 2008 B Bonds to
the Authority upon payment to the Issuer of the sum of $30,822, representing a portion of
the principal amount of the Series 2008 B Bonds. Prior to such delivery of the
Series 2008 B Bonds, you will please cause the Series 2008 B Bonds to be authenticated and
registered by an authorized officer, as Bond Registrar for the Series 2008 B Bonds, in
accordance with the form of Certificate of Aunthentication and Registration thereon.

CH4910957.1
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Dated as of the day and year first written above.

ADRIAN PUBLIC SERVICE DISTRICT

10.06.08
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Il

SPECIMEN

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
ADRIAN PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2008 A
(UNITED STATES DEPARTMENT QOF AGRICULTURE)

No. AR-1 Date: October 23, 2008

FOR VALUE RECEIVED, ADRIAN PUBLIC SERVICE DISTRICT (the “Borrower”) promises
to pay to the order of the UNITED STATES OF AMERICA (the “Goverament”), or its registered
assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place as the
Government may hereafter designate in writing, the principal sum of ONE MILLION EIGHT
HUNDRED THIRTY THOUSAND DOLLARS (51,830,000}, plus interest on the unpaid principal
balance at the rate of 4.25% per annum. The said principal and interest shall be paid in the following
installments on the following dates: Monthly installments of interest only, commencing 30 days
following delivery of this Bond and continuing on the corresponding day of each month for the first
24 months after the date hereof, and $8,107, covering principal and interest, thercafter 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 appiied to the installments
last to become due under this Bond and shall not affect the obligation of Borrower to pay the remaining
instaliments as scheduled herein.

If the Government at any time assigns this Bond and insures the payment thereof, Borrower shall
continue to make payments to the Government as coliection 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 prompily
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or, except for final payment, be retained by the Government and remitted to the holder on either a
calendar quarter basis or an annual instaliment due date basis. The effective date of every payment made
by Borrower, except payments retained and remitted by the Government on an annual 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 instrumnent 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 obfain 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 amownt, 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 I3A of the West Virginia Code, as
amended (the “Act”), and a Resolution of the Borrower duly adopted on October 21, 2008, and a

Supplemental Resclution of the Borrower duly adopted on October 21, 2008, authorizing issuance of this
Bond {collectively, the “Resolution™).
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If at any time it shall appear to the Government that Borrower may be able to obtain a loan from a
responsible cooperative or private credit source at reasonable rates and terms for loans for similar
purposes and periods of time, Borrower will, at the Government’s request, apply for and accept such loan
in sufficient amount to repay the Government,

This Bond 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 Governiment 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 1989 (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JULY 21, 1988,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $990,000 (THE
“SERIES 1989 BONDS™); (II) WATER REVENUE BOND, SERIES 1996 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 11, 1996, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $650,000 (THE “SERIES 1996 A BOND”); (1)) WATER
REVENUE BOND, SERIES 1996 B (UNITED STATES DEPARTMENT OF AGRICULTURE),
DATED SEPTEMBER 11, 1996, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT
OF $850,000 (THE “SERIES 1996 B BOND™); (IV) WATER REVENUE BONDS, SERIES 2000 A
(UNITED STATES DEPARTMENT OF AGRICULTURRE), DATED OCTOBER 6, 2000, ISSUED TN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,800,000 (THE “SERIES 2000 A
BONDS™); (V) WATER REVENUE BONDS, SERIES 2004 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 18, 2004, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,200,000 (THE “SERIES 2004 A BONDS”) (COLLECTIVELY, THE
“PRIOR BONDS™), AND (VI) WATER REVENUE BONDS, SERIES 2008 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED OCTOBER 23, 2008, ISSUED CONCURRENTLY HEREWITH

IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $500,000 (THE “SERIES 2008 B
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.

[Remainder of Page Intentionally Blank]

ClH5003986.1




IN WITNESS WHEREQF, ADRIAN 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.

ADRIAN PUBLIC SERVICE DISTRICT

-
[CORPORATE SEAL) /’
i
P 4 -‘ﬁz:ﬁ’//
“Cha
Post Office iy
French gst Virginia 26302
ATTEST: N

Secretary
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $112,800 October 23, 2008 (19)
(2) (20
(3) _ 21)
4) (22)
(5) (23)
(6) (24)
(D (25)
8y (26)
) 27)
(10) _ (28)
(1) (29)
(12) (30)
(13) (1)
(14) (32)
(15) _ (33)
(16) (34)
(17 (35)
(18) (36)
TOTAL $
5
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(Form of Assignment)

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned sells, assigns and transfers 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 saxd
Borrower with full power of substitution in the premises.

Dated: 2

In presence of:

CH3003986.1




UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
ADRIAN PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2008 B
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. BR-1 $500,000

KNOW ALL MEN BY THESE PRESENTS: That on the 23rd day of October, 2008, ADRIAN
PURLIC SERVICE DISTRICT, a public service district and public corporation and political subdivision
of the State of West Virginia in Upshur County of said State (the “Issuer”), for value received, hereby
promises to pay, solely from the special funds provided therefor, as hercinafter set forth, to the
WEST VIRGINIA WATER DEVELOPMENT AUTHORITY (the “Authority™) or registered assigns the
sum FIVE HUNDRED THOUSAND DOLLARS ($500,000), 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 EXIHIBIT A hereto and incorporated herein by reference, in quarterly instalimenis on
March 1, June 1, September 1 and December I of each year, commencing September I, 2010 to and
including September 1, 2048, 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
October 23, 2008. _

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™); and
(if) to pay certain costs of issuance of the Bonds of this Series (the “Bonds™) and related costs. The
existing public waterworks system of the lIssuer, 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 October 21, 2008, and a
Supplemental Resolution duly adopted by the Issuer on October 21, 2008 (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
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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 (I) WATER REVENUE BOND,
SERJES 1989 (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JULY 21, 1988,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $990,000 (THE
“SERIES 1989 BONDS”); (II) WATER REVENUE BOND, SERIES 1996 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 11, 1996, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $650,000 (THE “SERIES 1996 A BOND™); (IIl) WATER
REVENUE BOND, SERIES 1996 B (UNITED STATES DEPARTMENT OF AGRICULTURE),
DATED SEPTEMBER 11, 1996, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT
OF $850,000 (THE “SERIES 1996 B BOND™); (IV) WATER REVENUE BONDS, SERIES 2000 A
(UNITED STATES DEPARTMENT OF AGRICULTURE), DATED OCTOBER 6, 2000, ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL. AMOUNT OF $1,800,000 (THE “SERIES 2000 A
BONDS®); AND (V) WATER REVENUE BONDS, SERIES 2004 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 18, 2004, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,200,000 (THE “SERIES 2004 A BONDS™)
(COLLECTIVELY, THE “PRIOR BONDS™), AND (VI) WATER REVENUE BONDS, SERIES 2008 A
(UNITED STATES DEPARTMENT OF AGRICULTURE), DATED OCTOBER 23, 2008, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$1,830,000 (THE “SERIES 2008 A BONDS”).

This Bond is payable only from and secured by a pledge of the Net Revenues (as defined in the
Bond lLegislation) 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 2008 A Bonds and the Prior Bonds, and from monies in the
reserve account created under the Bond Legislation for the Bonds (the “Series 2008 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 2008 B Bonds Reserve Account and
unexpended proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has covenanted and
agreed to establish and mainiain 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 2008 A Bonds, and the Prior Bonds; provided however,
that so long as there exists in the Series 2008 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 2008 A Bonds, and the Prior
Bonds, an amount at least equal 1o the requirement therefor, such percentage may be reduced to 110%.
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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 Agricuiture 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.

All provisions of the Bond Legislation, resolutions and statutes under which this Bond is issued

shall be deemed to be a part of the contract evidenced by this Bond to the same extent as if written fully
herein. '
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IN WITNESS WHEREQF, ADRIAN 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]
ATTEST:
- Secretary / 4
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2008 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: OQctober 23, 2008

THE HUNTINGTON NATIONAL BANK,
as Registrar

Antharized/@/fﬁc% V\\/W
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $30,822 October 23, 2008 (19)
(2) (20)
(3) (21)
(4) (22) .
(%) (23)
(6) (24)
(7 (25)
(8) (26)
9) (27)
(16 (28)
(ay (29)
(12) (30)
(13) 3GhH
(14) (32)
(15) (33)
(16) (34)
(17) (35)
(18) (36)
TOTAL $
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EXHIBIT B

DEBT SERVICE SCHEDULE
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BOND DEBT SERVICE
$500,000
Adrian Public Service District
0% interest Rate; 40 Years from Closing Date

Period Annuat Debt
Ending Principat Interest Debt Service Service
12/1/2021 3,268, 3,268,
3/1/2022 3,268. 3,268,
6/1/2022 3,268. 3,268.
9/1/2022 3,268. 3,268. 13,072,
12/172022 3,268, 3,268
3/1/2023 3,268, 3,268,
67172023 3,268, 3,268,
g/1/2023 3,208, 3,268. 13,072
12/1/2023 3,268, 3,268.
3/1/2024 3,268. 3,268,
6/1/2024 3,268, 3,268.
g/1/2024 3,268, 3,268, 13,072.
12/1/2024 3,268. 3,268,
3/1/2025 3,268, 3,268,
6/1/2025 3,268. 3,268.
9/1/2025 3,268. 3,268. 13,072,
12/1/2_025 3,268. 3,268,
3/1/2026 3,268, 3,268.
6/1£2026 3,268, 3,268.
9/1/2026 3,268. 3,268 13,072,
12/1/2026 3,268. 3,268,
3/1/2027 3,268, 3,268,
6/1/2027 3,168, 3,268.
9/1/2027 3,268, 3,268. 13,072,
12/1/2027 3,268. 3,268,
3/1/2028 3,268. 3,268.
6/1/2028 3,268, 3,268,
89/1/2028 3,268. 3,268, 13,072,
12/1/2028 3,268, 3,268,
3/1/2025% 3,268, 3,268.
6/1/2029 3,268, 3,268.
8f1/2029 3,268, 3,268, 13,072,
12/1/2029 3,268. 3,268.
3/1/2030 3,268, 3,268.
6/1/2030 3,268. 3,268,
9/1/2030 3,268, 3,268, 13,072,
12/1/2030 3,268, 3,268.
3/1/2031 3,268, 3,268,
6/1/2031 3,268. 3,268.
9/1/2031 3,268, 3,268, 13,072.
12/1/2031 3,268, 3,268,
3/1/2032 3,268. 3,268.
6/1/2032 3,268, 3,268.
9/1/2032 3,268. 3,268, 13,072,
12/1/2032 3,268. 3,268,
3/1/2033 3,268. 3,268,
6/1/2033 3,268, 3,268.
8/1/2033 3,268. 3,268, 13,072
12/1/2033 3,268, 3,268.
Sep 3G, 2008 500 pen Prepared by Raymond lames & Associates, inc. {(WOAADR_PSO-1F20083 3




BOND DEBT SERVICE
$500,000
Adrian Public Service District
0% Interest Rate; 40 Years from Closing Date

Period Annual Debt
Ending Principal interest Debt Service Service
3/1/2034 3,268, 3,268.
6/1/2034 3,268. 3,268.
9/1/2034 3,268, 3,268. 13,072,
12/1/2034 3,268, 3,268,
3/1/2035 3,268. 3,268.
6/1/2035 3,268. 3,268,
9/1/2035 3,268. 3,268, 13,0672,
12/1/2035 3,268. 3,268,
3/1/2036 3,268. 3,268,
6/1/2036 3,268, . 3,268.
5/1/2036 3,268, 3,268, 13,072,
12/1/2036. 3,268 ' 3,268,
3/1/2037 3,268, 3,268.
6/1/2037 3,268. 3,268.
9/1/2037 3,268, 3,268. 13,072,
1z2/1/2037 3,268. 3,268.
3/1/2038 3,268. 3,268.
6/1/2038 3,268, 3,268,
9/1/2038 3,268, 3,268, 13,072,
12/1/2038 3,268, 3,268.
3/1/2039 3,268, 3,268.
6/1/2039 3,208, 3,268.
©/1/2039 3,268. 3,268. 13,072.
12/1/2039 3,268. 3,268,
3/1/2040 3,268, 3,268.
6/1/2040 3,268, 3,268.
9/1/2040 3,268, 3,268, 13,072.
127172040 3,268, 2,268,
3/1/2041 3,268. 3,268.
6/1/2041 3,268, 3,268.
5/1/2041 3,268. 3,268, 13,072,
12/1/2041 3,268. 3,268.
3/1/2042 3,268. 3,268.
6/1/2042 3,268. 3,268,
8/1/2042 3,268. 3,268, 13,072,
124172042 3,268, 3,268,
3/1/2043 3,268. 3,268.
6/1/2043 3,268. 3,268,
9/1/2043 3,268. 3,268. 13,072,
12/1/2043 3,268. 3,268,
3/1/2044 3,268. 3,268.
6/1/2044 3,268, 3,268.
9/1/2044 3,268. 3,268, 13,072,
12/1/2044 3,268. 3,268,
3/1/2045 3,268, 3,268,
6/1/2045 3,268, 3,268.
§/1/2045 3,268, 3,268, 13,072,
12/1/2045 3,268. 32,268,
) 3}1/2046 3,268. - 3,268,
Sep 30, 2008 5:00 pm Prepared by Raymond James & Associates, Ing. (WDAADR_PSD-1F2008) 4
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BOND DEBT SERVICE
$500,000
Adrian Public Service District
0% Interest Rate; 40 Years from Closing Date

Period Annual Debt

Ending Principal Interest Debt Service Service
6/1/2046 3,268. 3,268,

8/1/2046 3,268. 3,268. 13,072,
12/1/2046 3,268. 3,268.
3/1/2047 3,268, 3,268.
6/1/2047 3,268. 3,268,

9/1/2047 3,267. 3,268 13,072,
12/1/2047 3,267. 3,267,
3/1/2048 3,267. 3,267,
6/1/2048 3,267. 3,267.

2/1/2048 3,268, 3,267, 13,068.

500,000. 500,000.  500,000.

Sep 30, 2008 5:00 pm Prepared by Raymond James & Associates, inc, (WDAADR_PSD-1#F2008} 4

1



{(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint

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

Dated: . 2

In the presence of:

12
CHS004000.1




OHNSON Charleston, WV 25326-1588
LN (304) 353-8000 (304) 353-8180 Fax

ATTORNEYS AT LAW www.steptoe-johnson.com

October 23, 2008

Adrian Public Service District
Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture)

Adrian Public Service District
French Creek, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Adrian Public
Service District in Upshur County, West Virginia (the “Issuer”), of its $1,830,000 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”), a Bond Resolution
duly adopted by the Issuer on October 21, 2008, and a Supplemental Resolution duly adopted by the
Issuer on October 21, 2008 (collectively, 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 faw, 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 [ssuer enforceable upon the Issuer.

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 Water
Revenue Band, Series 1989 (United States Department of Agriculture), dated July 21, 1988, issued in the
original aggregate principal amount of $990,000 (the “Series 1989 Bonds™); Water Revenue Bond, Series
1996 A (United States Department of Agriculture), dated September 11, 1996, issued in the original
aggregate principal amount of $650,000 (the “Series 1996 A Bond”); Water Revenue Bond, Series 1996
B (United States Department of Agriculture), dated Septerber 11, 1996, issued in the original aggregate
principal amount of $850,000 (the “Series 1996 B Bond”’); Water Revenue Bonds, Series 2000 A (United

15
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Adrian Public Service District
October 23, 2008
Page 2

States Department of Agriculture), dated October 6, 2000, issued in the original aggregate principal
amount of $1,800,000 (the “Series 2000 A Bonds™); and Water Revenue Bonds, Series 2004 A (United
States Department of Agriculture), dated February 18, 2004, issued in the original aggregate principal
amount of $1,200,000 (the “Series 2004 A Bonds™) , and Water Revenue Bonds, Series 2008 B (West
Virginia Infrastructure Fund), dated October 23,2008, issued concurrently herewith in the original
aggregate principal amount of $500,000, all in accordance with the terms of the Bonds and the Bond
Legislation.

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

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

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.

10.06.08
00254000002
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STEP I OE Chase Tower, Eighth Floor Writer's Contact Information
- & PO. Box 1588
JO H NSON Charleston, WV 25326-1588
(304} 353-8000 {304) 353-8180 Fax

PlLicC

ATTORNEYS AT LAW www.steptoe-johnson.com

October 23, 2008

Adrian Public Service District
Water Revenue Bonds, Series 2008 B
(West Virginia Infrastructure Fund)

Adrian Public Service District
French Creek, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Infrastructure and Jobs
Development Council
Charleston, West Virginia

{.adies and Gentlemen:

We have served as bond counsel in connection with the issuance by Adrian Public
Service District (the “Issuer”™), a public service district, public corporation and political subdivision
created and existing under the laws of the State of West Virginia, of its $500,000 Water Revenue Bonds,
Series 2008 B (West Virginia Infrastructure Fund), dated the date hereof (the “Bonds™).

We have examined the law and certified copies of proceedings and other papers relating
to the authorization of a loan agreement, dated October 23, 2008, including all schedules and exhibits
attached thereto (the “Loan Agreement”), by and between the Issuer and the West Virginia Water
Development Authority (the “Authority”), on behalf of the West Virginia Infrastructure and Jobs
Development Council (the “Council™), and the Bonds, which are to be purchased by the Authority in
accordance with the provisions of the Loan Agreement. The Bonds are originally issued in the form of
one Bond, registered as to principal only to the Authority, bearing no interest, with principal payable
quarterly on March 1, June 1, September 1 and December I of each year, commencing September
1, 2010, to and including September 1, 2048, all as set forth in the “Schedule Y attached to the Loan
Agreement and incorporated in and made a part of the Bonds.

The Bonds are issued under the authority of and in full compliance with the Constitution
and statutes of the State of West Virginia, including particularly, Chapter 16, Article 13A and Chapter 31,
Article 15A of the West Virginia Code of 1931, as amended {collectively, the “Act™), for the purpose of
(i) paying a portion of the costs of acquisition and construction of improvements and extensions to the
existing public waterworks system of the Issuer (the “Project”); and (ii) paying certain costs of issuance
and related costs.

We have also examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on October 21, 2008, as supplemented by a Supplemental Resolution duly adopted

16
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Adrian Public Service District, et, al.
October 23, 2008
Page 2

by the Issuer on October 21, 2008 (collectively, the “Bond Legislation™), pursuant to and under which Act
and Bond Legislation the Bonds are authorized and issued, and the Loan Agreement has been entered
into. The Bonds are subject to redemption prior to maturity to the extent, at the time, under the conditions
and subject to the limitations set forth in the Bond Legislation and the Loan Agreement. All capitalized
terms used herein and not otherwise defined herein shall have the same meanings set forth in the Bond
Legislation and the Loan Agreement when used herein,

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

1. The Issuer is a duly created and validly existing public service district, public
corporation, and political subdivision of the State of West Virginia, with full power and authority to
acquire and construct the Project, to operate and maintain the System, to adopt the Bond Legislation and
to issue and sell the Bonds, all under the Act and other applicable provisions of law,

2. The Loan Agreement has been duly authorized by and executed on behalf of the
Issuer, is a valid and binding special obligation of the Issuer, enforceable in accordance with the terms
thereof, and inures to the benefit of the Authority and the Council and cannot be amended so as to affect
adversely the rights of the Authority or the Council or diminish the obligations of the Issuer without the
written consent of the Authority and the Council.

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

4, The Bonds have been duly authorized, issued, executed and delivered by the
Issuer to the Authority and are valid, legally enforceable and binding special obligations of the Issuer,
payable from the Net Revenues of the System referred to in the Bond Legislation and secured by a first
lien on and pledge of the Net Revenues of the System, on a parity with respect to liens, pledge and source
of and security for payment with the Issuer’s Water Revenue Bond, Series 1989 (United States
Department of Agriculture), dated July 21, 1988, issued in the original aggregate principal amount of
$990,000 (the “Series 1989 Bonds™); Water Revenue Bond, Series 1996 A (United States Department of
Agriculture), dated September 11, 1996, issued in the original aggregate principal amount of $650,000
(the “Series 1996 A Bond”); Water Revenue Bond, Series 1996 B (United States Department of
Agriculture), dated September 11, 1996, issued in the original aggregate principal amount of $850,000
(the “Series 1996 B Bond”); Water Revenue Bonds, Series 2000 A (United States Department of
Agriculture), dated October 6, 2000, issued in the original aggregate principal amount of $1,800,000 (the
“Series 2000 A Bonds™), and Water Revenue Bonds, Series 2004 A (United States Department of
Agriculture), dated February 18, 2004, issued in the original aggregate principal amount of $1,200,000
(the “Series 2004 A Bonds™) and Water Revenue Bonds, Series 2008 A (United States Department of
Agriculture), dated October 23, 2008, issued concurrently herewith in the original aggregate principal
amount of $1,830,000, all in accordance with the terms of the Bonds and the Bond Legislation.

CHA49108372




Adrian Public Service District, et. al.
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5. The Bonds are, under the Act, exempt from all taxation by the State of
West Virginia and the other taxing bodies of the State, and the interest on the Bonds, if any, is exempt
from personal and corporate net income taxes imposed directly thereon by the State of West Virginia.

6. 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.

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

We have examined the execuied and authenticated Bond numbered BR-1, and in our
opinion the form of said Bond and its execution and authentication are regular and proper.

10.06.08
002540.00002
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Law Offices

West & Jones

360 Washington Avenue
P. O. Box 2348
Clarksburg, West Virginia 28302-2348

JAMES . WEST, JR. October 23, 2008

JERALD E. JONES . '
DEAN G. RAI\éiE‘{,E \F;LLC Li;ﬁggglgﬂ :§f24 5501
NORMAN T, g . . L Email; lon@westandjones.com
KATHRYN ¥, ALléEN Adrian Public Service District e

PERRYB. JONE Water Revenue Bonds, Series 2008 A

{United States Depariment of Agriculiure)

Adtian Public Service 'Distn'ct
French Creek, West Virginia

United States Department of Agriculture
Morgantown, West Virginia '

Steptoe & Johnson PLLC
Charleston, West Virginia:

Ladies and Gentlemen:

We are counsel {o Adrian Public Service District, a public service district in
Upshur County, West Virginia (the “issuer”). As such counsel, we have examined
copies of the approving opinion of Steptoe & Johnson, PLLC, as bond counsel, &
resolution of the issuer duly adopted October 21, 2008 and a supplemental resolution of
the lssuer duly adopted on October 21, 2008, (collectively, 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 Upshur
County relating to the creation of the Issuer and the appointment of members of the
Pubiic Service Board of the Issuer. All capitalized terms used in the Resolution and not
otherwise defined herein shall be the same meanings as defined in the Resolution when
used herein,

Based upon the foregoing, we are of the opinion, under existing law, that;

1. The Issuer is duly created and validly existing as a public service disfrict
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 reguisite oaths,
and are authorized to act in their respective capacities on behalf of the Issuer.




Adrian Public Sarvice District, ef al.

Page 2

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

4, To the best of our knowledge, the execution and delivery of the Bonds

and the consummation of the fransactions 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 fo
which the issuer is subject.

5. All applicable permits, licenses, approvals, consents, certificates, orders,
exaemptions 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 limitations, all requisite orders, certificates, consents
and approvals from The County Commission of Upshur 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 acguisition and construction of the Project, the issuance of the Bonds and related
matters, as required under Chapter 18, Article 13A, Section 25 of the West Virginia Code
1931, as amended, and has duly complied with the provisions thereof,

53 To the best of our 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 therefore.

Very fruly yours,

WEST & JONES

By~ o
Norman T. Farley




lLaw Cffices
West & Jones

360 Washington Avenue
P. O, Box 2348
Clarksbueg, West Virginia 26302-2348

JAMES C. WEST, JR.

JERALDE. 10N e October 23, 2008 TELEPHONE {304) 624-5501
DEAN C. RAVSEY. P FAX (304) 624-4454
NORIWAN T. : Email: law@westandjonas oom

KATHRYN K. ALLEN

ES . ) o
PERRY B. JON Adrian Public Service District

Water Revenue Bonds, Series 2008 B
{United States Depariment of Aqricu!ture)

Adrian Public Service District
French Creek, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia:

Ladies and Gentlemen:

We are counsel to Adrian Public Service District, a public service district in
Upshur County, West Virginia (the “Issuer™.  As such counsel, we have examined
copies of the approving opinions of Steptoe & Johnson, PLLC, as bond counsel, a loan
agreement for the Series 2008 B Bonds dated October 23, 2008, including all schedules
and exhibils attached hereto (the "Loan Agreement™), by and between the Issuer and the
West Virginia Water Development Authority (the “Authority”), on behalf of the West
Virginia infrastructure and Jobs Development Council (the "Council®, the Bond
Resolution duly adopied by the Issuer on Qclober 21, 2008, as supplemented by the
Supplemental Resolution duly adopted by the Issuer on October 21, 2008, {collectively,
the “Bond Legislation™), and other documents, papers, agreements, instruments and
certificates relating to the above-captioned Bonds of the issuer (collectively, the “Bonds™)
and orders of The County Commission of Upshur County relating o the issuer and the
appointment of the members of the Public Service Board of the Issuer. All capitalized
terms used herein and not otherwise defined herein shall have the same meaning set
forth in the Bond Legislation and the Loan Agreement when used herein.

Based upon the foregoing, are of the opinion under existing law that:

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




Adrian Public Service District, et al.
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2. The Loan Agreement has been duly authorized, executed and delivered
by the issuer and, assuming due authorization, execution and delivery by the Authority,
constitutes a valid and binding agreement of the Issuer, enforceable in accordance with
its terms.

3. The members and officers of the Public Service Board of the Issuer have
been duly, lawfully and properiy appoinied and elected, have taken the requisite oaths,
and are authorized to act in their respective capacities on behalf of the [ssuer.

4, The Bond Legislation has been duly adopted by the issuer and is in full
force and effect.

5. To the best of our knowledge, the execution and delivery of the Bonds
and the Loan Agreement and the consummation of the transactions contemplated by the
Bond, the Loan Agreement and the Bond Legislation and the carrying out of the terms
thereof, do not and will not, in any material respect, conflict with or constitute, on the part
of the Issuer, a breach of or default under any order, resolution, agreement or other
instrument to which the Issuer is a party or by which the Issuer or ifs properties are
bound or any existing law, regulation, court order or consent decree to which the Issuer
is subject.

&, The issuer has received all applicable permits, licenses, approvals,
consents, exemptions, orders, certificates and authorizations necessary for the creation
and existence of the issuer, the issuance of the Bonds, the acquisition and construction
of the Project, the operation of the System and the imposition of rates and charges for
use of the System, including, without limitation, the receipt of all requisite orders,
certificates and approvals from the West Virginia Bureau for Public Health, the Council |
the County Commission of Upshur County, and the Public Service Commission of West
Virginia, and has taken any other action required for the imposition of such rates and
charges, including, without limitation, the adoption of resolution prescribing such rates
and charges.

7. The issuer has received all orders and approvals from the Public Service
Commission of West Virginia, including the Recommended Decision entered on May 12,
2008, in Case No. 07-2381-PWD-CN, which became final on June 1, 2008, granting to
the lssuer a certificate of public convenience and necessity for the Project and approving
the financing for the Project. The time for appeal of the Commission Order has expired.
Such Order remains in full force and effect.

8. To the best of our knowledge, there is no litigation, action, 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 Loan Agreement, the Bond Legisiation, the acquisition
and construction of the Project, the operation of the System, the validity of the Bonds or
the Collection or pladge cf the Net Revenues therefore.
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9. We have verified that all successful bidders have made required
provisions for all insurance and payment and performance bonds and we have reviewed
such insurance policies or binders and such bonds for accuracy. We have reviewed the
contracts, the surety bonds and the policies or other evidence of insurance coverage in
connection with the Project and verified that such surety bonds and policies (1) are in
compliance with the contracts; (2) are adequate in form, substance and amount to
protect the various interests of the Issuer, (3) have been execuied by duly authorized
representatives of the proper parties; (4) meet the requirements of the Act, the Bond
Legisiation and the Loan Agreement, and (5) all such documents constitute valid and
legally binding obligations of the parties thereto in accordance with the terms, conditions
and provisions thereof.

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

Very truly yours,

WEST & JONES

By /’g’A /WW

‘Norman T. Fafley—"




Law Offices
West & Jones

360 Washington Avenue
P. C. Box 2348
Clarksburg, West Virginia 26302-2348

JAMES C. WEST, JR.
JERALD E. JONES

DEAN C. RAMSEY, PLLC TELEFHONE {304) 624-5501
NORMAN T. FARLEY FAX {304) 624-4454
KATHRYN K. ALLEN Email: law@westandjones.com

PERRY 8. JONES

October 23, 2008

Jefferson Brady, Executive Director

West Virginia Infrastructure and Jobs Development Council
300 Summers Street, Suite 980

Charleston, WV 25301

Chris Jarrett, Director

West Virginia Water Development Authority
180 Association Drive

Charleston, WV 25301

Re: Adrian Public Service District
Waterline Extension Project Phase 5

Gentlemen:

The law firm of West & Jones represents Adrian Public Service District, a
West Virginia public service district (the “District”), with regard to a proposed project to
construct improvements and extensions to its water distribution system (the “Project’),
and provides this final title opinion on behalf of the District to satisfy the requirements of
the West Virginia Infrastructure and Jobs Development Council (the “Council”) with
regard to the financing proposed for the Project. Please be advised of the following:

1. | am of the opinion that Adrian Public Service District is a duly
created and existing public service district possessed with all of the powers and
authority granted to public service districts under the law of the State of West Virginia,
and as such, the District has the full legal power and authority to construct, operate, and
maintain the Project as approved by the Bureau For Public Health.

2. Based upon information provided to me by Trey Hornor, P.E,,
Project Engineer, the District has obtained all necessary permits and approvals for the
construction of the Project, except for a permit from the West Virginia Division of
Highways, which permit will be issued upon delivery of the appropriate bond at or after
loan closing.




3. | have investigated and ascertained the location of and am familiar
with the legal description of the necessary sites, including easements and/or rights of
way, required for the Project as set forth in the plans for the Project prepared by Hornor
Brothers Engineers, the consulting engineers for the Project.

4. | have examined the records on file in the office of the Clerk of the
County Commission of Upshur County, West Virginia, the county in which all real estate
acquired for the Project is located, along with the rights of way and easements to be
recorded in the office of the Clerk of the County Commission of Randoiph County, West
Virginia, and, in my opinion, the District has acquired legal title or such other estate or
interest in the necessary site components for the Project sufficient to assure
undisturbed use and possession for the purpose of construction, operation, and
maintenance for the estimated life of the facilities to be constructed.

5. All deeds which have been acquired to date by the District have
been duly recorded in the office of the Clerk of the County Commission of Upshur
County, West Virginia, and all rights of way and easements which have been acquired
to date by the District will be recorded in the office of the Clerk of the County
Commission of Upshur County, West Virginia, and in the office of the Clerk of the
County Commission of Randolph County, West Virginia, at or prior to closing, in order o
protect the legal litle to and interest of the District.

Sincerely yours,

WEST & JONES

Norman T. Fatley. "

NTF:h




ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BONDS

NO LITIGATION

GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC.

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

MEETINGS; PUBLICATION AND POSTING OF NOTICES,
ETC.

1. CONTRACTORS’ INSURANCE, ETC.

12. CONNECTIONS, ETC.

13. MANAGEMENT

14, GRANT

15. CONFLICT OF INTEREST

16. PROCUREMENT OF ENGINEERING SERVICES

17. EXECUTION OF COUNTERPARTS

5000 Mo R L

We, the undersigned CHAIRMAN and SECRETARY of the Public Service
Board of Adrian Public Service District, in Upshur County, West Virginia (the “Issuer™),
and the undersigned COUNSEL for the Issuer, acting for the Issuer and in ifs name, hereby
state and certify on this the 23rd day of October, 2008, in connection with the Adrian 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
$1,830,000 (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 April 8, 2005, and all amendments
thereto, and as appears in Section 7.03 of the Resolution of the Issuer duly adopted on
October 21, 2008, and the Supplemental Resolution duly adopted on October 21, 2008,
authorizing issuance of the Series 2008 A Bonds (collectively, 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
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 [ssuer.
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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
guestioning 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 in full force and
effect. Competitive bids for the acquisition and construction of the Project were solicited in
accordance with Chapter 5, Article 22, Section 1 of the 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 entered on May 12, 2008 in Case No. 07-2381-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 Commission Order has
expired prior to the date hereof. Such Order is 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 (1) Water Revenue Bond, Series 1989 (United States
Department of Agriculture), dated July 21, 1988, issued in the original aggregate principal
amount of $990,000 (the “Series 1989 Bonds™); (1) Water Revenue Bond, Series 1996 A
(United States Department of Agriculture), dated Septeraber 11, 1996, issued in the original
aggregate principal amount of $650,000 (the “Series 1996 A Bond™); (iil) Water Revenue
Bond, Series 1996 B (United States Department of Agriculture), dated September 11, 1996
issued in the original aggregate principal amount of $850,000 (the “Series 1996 B Bond”);
(iv) Water Revenue Bonds, Series 2000 A (United States Department of Agriculture), dated
October 6, 2000, issued in the original aggregate principal amount of $1,800,000 (the
“Series 2000 A Bonds™); and (v) Water Revenue Bonds, Series 2004 A (United States
Department of Agriculture), dated February 18, 2004, 1ssued in the original aggregate
principal amount of $1,200,000 (the “Series 2004 A Bonds™) (collectively, the “Prior
Bonds”), and (vi) Water Revenue Bonds, Series 2008 B (West Virginia Infrastracture
Fund), dated October 23, 2008, issued concurrently herewith in the original aggregate
principal amount of $500,000. Other than the Prior Bonds and the Series 2008 B Bonds,
there are no other outstanding bonds or obligations of the Issuer which rank prior to oron a
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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 Senies 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

Supplemental Resolution

Prior Bond Resolutions

Consent of USDA to Issuance of Parity Bonds

USDA Letter of Conditions, with all amendments

Infrastructure Council Loan Agreement for Series 2008 B Bonds
Public Service Commission Orders

Infrastructure and Jobs Development Council Approval

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

Minutes on Adoption of Bond Resolution and Supplemental Resolution
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Bureau for Public Health Permit

United States Department of Agriculture Loan Agreement
Evidence of Small Cities Block Grant

EBvidence of Insurance

7. INCUMBENCY AND OFFICIAL NAME, ETC..  The proper
corporate title of the Issuer is “Adrian Public Service District” and its principal office and
place of business are in Upshur County, West Virginia. The Issuer is a public service
district and public corporation and political subdivision of the Staie 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
Don Killingsworth October 1, 2007 September 30, 2013
James Louden October 2, 2003 October 1, 2009
Sharon Bowen Qctober 1, 2005 September 30, 2011

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 - Don Killingsworth
Secretary/Treasurer - Sharon Bowen

The duly appointed and acting Attorney for the Issuer is West and Jones, of
Clarksburg, West Virginia.

8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the
date hereof, the Series 2008 A Bonds were delivered to the Purchaser at French Creek,
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 $122,800, 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 4.25% 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.
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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 condemmation, 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.:
Al 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 mectings 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 guorum 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.. Al 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 1765 bona fide
users with the System upon the completion of the Project, in full compliance with the
requirernents and conditions of the Purchaser.

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 $2,700,000, and the Small Cities Block Grand in the amount of $1,500,000 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 coniract.

16. PROCUREMENT OF ENGINEERING SERVICES: The Issuer has
comptlied 1n 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
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17.  EXECUTION OF COUNTERPARTS: This document may be executed
in one or more counterparis, each of which shall be deemed an original and ail 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 ADRIAN PUBLIC
SERVICE DISTRICT on the day and year first written above.

[CORPORATE SEAL}

SIGNATURE OEFICIAL TITLE

Chairman

4%4/} \4«1 W Secretary

,/ME W\\B‘,’w———w : Attomey for Issuer

10.06.68
002540.00002
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ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 B
{West Virginia Infrastructure Fund)

GENERAL CERTIFICATE OF ISSUER AND ATTORNEY ON:

TERMS

NO LITIGATION

GOVERNMENTAL APPROVALS AND BIDDING
NO ADVERSE FINANCIAL CHANGE, INDEBTEDNESS
CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME; ETC.
LAND AND RIGHTS-OF-WAY

MEETINGS, ETC.

CONTRACTORS’ INSURANCE, ETC.

L.OAN AGREEMENT

RATES

PUBLIC SERVICE COMMISSION ORDER
SIGNATURES AND DELIVERY

BOND PROCEEDS

PUBLICATION OF NOTICE OF FILING
SPECIMEN BONDS

CONFLICT OF INTEREST

GRANTS

PROCUREMENT OF ENGINEERING SERVICES
EXECUTION OF COUNTERPARTS

- Se iyl el el oIl VR NSV

We, the undersigned CHAIRMAN and SECRETARY of the Public Service
Board of Adrian Public Service District in Upshur County, West Virginia (the “Issuer™),
and the undersigned COUNSEL to the ISSUER, hereby certify, on this the 23rd day of
October, 2008, in connection with the Issuer’s Water Revenue Bonds, Series 2008 B
(West Virginia Infrastructure Fund), dated the date hereof (the “Series 2008 B Bonds™ or
the “Bonds™), as follows:

1. TERMS: All capitalized words and terms used in this General
Certificate and not otherwise defined herein shail have the same meaning as set forth in
the Bond Resolution of the Issuer duly adopted October 21, 2008, and the Supplemental
Resolution duly adopted October 21, 2008 (collectively, the “Bond Legislation™).

2, NO LITIGATION: No controversy or litigation of any nature is now

pending or threatened, restraining, enjoining or affecting in any manner the issuance, sale
or delivery of the Bonds, the acquisition and construction of the Project, the operation of
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the System, the receipt of Grant proceeds or the Net Revenues, or in any way contesting
or affecting the validity of the Bonds or the Grants, or any proceedings of the Issuer taken
with respect to the issuance or sale of the Bonds, the pledge or application of the Net
Revenues or any other moneys or security provided for the payment of the Bonds or the
existence or the powers of the Issuer insofar as they relate to the authorization, sale and
issuance of the Bonds, the acquisition and construction of the Project, the operation of the
System, the collection of the Gross Revenues or the pledge of Net Revenues as security
for the Bonds.

3. GOVERNMENTAL APPROVALS AND BIDDING: All applicable
‘approvals, permits, exemptions, consents, authorizations, registrations and certificates
required by law for the acquisition and construction of the Project, the operation of the
System, the imposition of rates and charges, and the issuance of the Bonds have been
duly and timely obtained and remain in full force and effect. Competitive bids for the
acquisition and construction of the Project have been solicited In accordance with
Chapter 5, Article 22, Section 1 of the West Virginia Code of 1931, as amended, which
bids remain in foll 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,
execution and delivery by the Issuer of the Loan Agreement, and the Issuer has met all
conditions prescribed in the Loan Agreement. The Issuer has or can provide the
financial, institutional, legal and managerial capabilities necessary to complete the
Project.

There are outstanding bonds of the Issner which will rank on a parity with
the Series 2008 B 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 1989 (United States
Department of Agriculture), dated July 21, 1988, issued in the original aggregate
principal amount of $990,000 (the “Series 1989 Bonds™); (11) Water Revenue Bonds,
Series 1996 A (United States Department of Agriculture), dated September 11, 1996,
issued in the original aggregate principal amount of $650,000 (the “Series 1996 A
Bond”); (iii) Water Revenue Bonds, Series 1996 B (United States Department of
Agriculture), dated September 11, 1996, issued in the original aggregate principal amount
of $850,000 (the “Series 1996 B Bond”); (iv) Water Revenue Bonds, Series 2000 A
(United States Department of Agriculture), dated October 6, 2000, issued in the original
aggregate principal amount of $1,800,000 (the “Series 2000 A Bonds™); and (v) Water
Revenue Bonds, Series 2004 A (United States Department of Agriculture), dated
February 18, 2004, issued in the original aggregate principal amount of §1,200,000 (the
“Serjes 2004 A Bonds™) (collectively, the “Prior Bonds™), and {vi}) Water Revenue
Bonds, Series 2008 A (United States Department of Agriculture), dated October 23,
2008, issued concurrently herewith in the original aggregate principal amount of
$1,830,000. Other than the Prior Bonds and the Series 2008 A Bonds, there are no other
outstanding bonds or obligations of the Issuer which rank prior to or on a parity with the
Series 2008 B Bonds as to liens, pledges and/or source of and security for payment.

The Issuer has obtained (i) the certificate of an Independent Certified Public
Accountant stating that the coverage and parity tests of the Prior Bonds are met; and (ii)
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the written consent of the Holders of the Prior Bonds to the issuance of the Series 2008 B
Bonds on a parity with the Prior Bonds, Other than the Prior Bonds, the Series 2008 A
Bonds and the Series 2008 B Bonds, there are no other outstanding bonds or obligations
of the Issuer which are secured by revenues or assets of the System. The Issuer is in
compliance with all the covenants of the Prior Bonds and the Prior Resolutions.

5. CERTIFICATION OF COPRIES 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 docwuments also listed below:

Bond Resolution

Prior Bond Resolutions

Consent of USDA 1o Issuance of Parity Bonds

USDA Letter of Conditions, with all amendments

Infrastructure Council Loan Agreement for Series 2008 B Bonds
Public Service Commission Orders

Infrastructure and Jobs Development Council Approval

County Commission Orders on Creation of District

County Commission Orders of Appeintment of Current Board Members
QOaths of Office of Current Board Members

Rules of Procedure

Affidavit of Publication of Notice of Filing

Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resolution and Supplemental Resolution
Bureau for Public Health Permit

United States Department of Agriculture Loan Agreement

United States Department of Agriculture Grant Agreement
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Evidence of Small Cities Block Grant
Evidence of Insurance

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

Date of Date of

Commencement Termination
Name Of Office of Office
Don Killingsworth October 1, 2007 September 31, 2013
James Loudin October 2, 2003 October 1, 2009
Sharon Bowen October 1, 2005 September 31, 2011

The names of the duly elected and/or appointed, qualified and acting
officers of the Public Service Board of the Issuer for the calendar year 2008 are as
follows:

Chairman - Don Killingsworth
Secretary/Treasurer - Sharon Bowen

The duly appointed and acting coumsel to the Issuer 1s West and Jones, of
Clarksburg, West Virginia.

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

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

9. CONTRACTORS’ INSURANCE, ETC.: All contractors have been
required to maintain Worker’s Compensation, public liability and property damage
insurance, and builder’s risk insurance where applicable, in accordance with the Bond
Legislation. All iosurance for the System required by the Bond Legislation and Loan
Agreements is in full force and effect. '

10.  LOAN AGREEMENT: As of the date hereof, (1) the representations
of the Issuer contained in the Loan Agreement are frue and correct in all material respects
as iIf made on the date hereof; (i) the L.oan Agreement does not contain any untrue
statement of a material fact or omit to state any material fact necessary to make the
statements therein, in light of the circumstances under which they were made, not
misleading; (iii) to the best knowledge of the undersigned, no event affecting the Issuer
has occurred since the dates of the Loan Agreement which should be disclosed for the
purpose for which it is to be used or which it is necessary to disclose therein in order to
make the statements and information in the Loan Agreement not misleading; and (iv) the
Issuer is in compliance with the Loan Agreement.

11.  RATES: The Issuer has received the Commission Order of the
Public Service Commission of West Virgima entered on May 12, in Case No. 07-2381-
PWD-CN, approving the rates and charges for the services of the Systemn, and has
adopted a resolution prescribing such rates and charges. The time for appeal of the
Commission Order has expired prior to the date hereof. Such Order remains in full force
and effect.

12.  PUBLIC SERVICE COMMISSION ORDERS: The Issuer has
received the Recommended Decision of the Public Service Commission of West Virginia
entered on May 12, 2008, in Case No. 07-2381-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 Commission Order has expired prior
to the date hereof. Such Order is in full force and effect.

13.  SIGNATURES AND DELIVERY: On the date hereof, the
undersigned Chairman did officially sign all of the Bonds of the aforesaid issue,
consisting upon original issuance of a single Bond, dated the date hereof, by his or her
manual signature, and the undersigned Secretary did officially cause the official seal of
the Issuer to be affixed upon said Bonds and to be attested by his or her manual signature,
and the Registrar did officially authenticate and deliver the Bonds to a representative of
the Authority as the original purchaser of the Bonds under the Loan Agreement. Said
official seal of the Issuer is also impressed above the signatures appearing on this
certificate.
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14. BOND PROCEEDS: On the date hereof, the Issuer received
$30,822 from the Authority and the Council, being a portion of the principal amount of
the Series 2008 B Bonds. The balance of the principal amount of the Series 2008 B
Bonds will be advanced to the Issuer as acquisition and construction of the Project
progresses.

15.  PUBLICATION OF NOTICE OF FILING: The Issuer has
published the required notice with respect to, among other things, the acquisition and
construction of the Project, anticipated user rates and charges, and filing of a formal
application for a certificate of public convenience and necessity with the Public Service
Commission of West Virginia.

16.  SPECIMEN BONDS: Delivered concnrrently herewith is a true and
accurate specimen of the Bonds.

17.  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 confract 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 Bonds, the Bond Legislation and/or the Project, including, without
limitation, with respect to the Depository Bank. For purposes of this paragraph, a
“substantial financial interest” shall include, without limitation, an interest amounting to
more than 5% of the particular business enterprise or contract.

18.  GRANTS: As of the date hereof the grant from the Purchaser in the
amount of $2,700,000, and the Small Cities Block Grant in the amount of $1,500,000 are
committed and in firll force and effect.

19.  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.

20, EXBECUTION 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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SERVICE DISTRICT on the day and vear first written above.

WITNESS our signatures and the official seal of ADRIAN PUBLIC

[CORPORATE SEAL]

SIGNATURE

10.06.08
002540.00002
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Chairman

Secretary

Counsel to the Issuer



ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture); and
Water Revenue Bonds, Series 2008 B

{West Virginia Infrastructure Fund)

CERTIFICATE OF ENGINEER

1, Paul A. Homor, llI, Registered Professional Engineer, West Virginia
License No. 010281, of Hornor Brothers Engineers, Clarksburg, West Virginia, hereby
centify this 23rd day of October, 2008 as follows:

1. My firm is engineer for the acquisition and construction of certain
additions. improvements and extensions (the “Project”) to the existing waterworks system
(the “System") of Adrian Public Service District (the “Issuer™) to be constructed primaniy
in Upshur County, West Virginia, which acquisition and construction are being financed in
part by the proceeds of the above-captioned bonds (collectively, the “Bonds™) of the Issuer.
Capntalized terms used herein and not defined herein shall have the same meaning set forth
in the Bond Resolution adopted by the Issuer on October 21, 2008, as supplemented by the
Supplemental Resolution adopted by the Issuer on October 21, 2008, the Letter of
Conditions of the Rural Utilities Service (the “RUS") for the Series 2008 A Bonds dawed
April 8, 2005, as amended (the “Letter of Conditions’), and thc Loan Agreement for the
Series 2008 B Bonds, 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”), dated October 23, 2008 (the “Loan Agreement™).

2. The Bonds are being issued for the purposes of (i) paying a portion of
the costs of acquisition and construction of improvements and extensions to the existing
public waterworks system of the Issuer (the “Project”); (i) funding the Series 2008 B
Bonds Reserve Account; and (iii) paying costs of issuance and related costs,

3. To the best of my knowledge, information and belief, (i) within the
limits and in accordance with the applicable and governing contractual requirements relating
to the Project, the Project will be constructed in general accordance with the approved plans.
specifications and designs prepared by my firm and approved by RUS, the Authority and the
Council, and any change orders approved by the Issuer, RUS, the Council, the Authority,
and all necessary governmental bodies; (i) the Project, as designed, is adequate for its
intended purpose and has a useful life of at ieast forty years. if properly constructed,
operated and maintained, excepting anticipated replacements due to normal wear and tear;
(iki} the Issner har received bids for the ncquisition and construction of the Project which are
in an amount and otherwise compatible with the plan of financing set forth in the Schedule
B attached hereto as Exhibit A and the Issuer’s counsel, West & Jones, has ascertained that
all successful bidders have made required provisions for all insurance and payment and
performance bonds and that such insurance policies or binders and such bonds have been
verified for accuracy; (iv) the successfu} bidders received any and all addenda to the original
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bid documents; (v} the hid documents relating to the Project reflect the Project as approved
by the Counci! and the bid forms provided to the bidders contain alf critical operational
components of the Project; (vi) the successful bids include prices for every item on such bid
forms; (vil) the uniform bid procedures were followed; (viii) the Issuer has obtained all
permits raquired by the laws of the State of West Virginia and the United States necessary
for the acquisition and construction of the Project and the operation of the System: (ix} in
reliance upon the certificate of the Tssuer's certified public accountant, Harris and Compasy,
CPA., as of the effective date thereof, the rates and charges for the System as adopted by the
Issuer and approved by the Public Service Commission of West Virginia will be sufficient
to comply with the provisions of the Letter of Conditions and the Loan Agreement; (x) the
net proceeds of the Bonds, together with all other moneys on deposit or to be ..
simultaneously deposited and irrevocably pledged thereto and the proceeds of grants, if any,
irrevocahly commitied therefor, are sofficient 1o pay the costs of acquisition and
construction of the Project approved by RUS, the Authority and the Council; and (xi)
attached hereto as Exhibit A is the final amended “Schedule B - [%nal Total Cost of Project,
Sources of Funds and Cost of Financing” for the Project.

[Remainder of Page Intentionally Blank]
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WTTNESS my signature and seal the day and year first written above,

HORNOR BROTHERS ENGINEERS

(SEAL)
“““,11\il;;nln.,,".. ) M
\\“F \" A"...o‘kﬂo""‘
EANYL Ly e I Paul A. Homor, 1L, P. E.
LTI o West Virginia License No. 010281

-
2 At
o
I Lo

10,09.08
00254000002
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SCHEDULER
ADRIAN PUBLIC SERVICE DISTRICT
PHASE V WATER PROJECT

A. COST QF PROJECT TOTAL Uoo RUS SCBG
1 Construction o e e
Contract 1 ,089,639.32 4989,139.32 1,126,500.00
Contract 2 2,494 277,00 0.00] 2,484,277.00 0.00
Contract 3 542 890.00 0.00 542 890.00 0.00
Contingency 597%| 305928.00 ) 0.00
2 Technical Services = e
a. Planning 15,000.00 0.00 0.00 15,000.00
b. Design 319,000.00 0.00 54,000.00 265,000.00
¢.  Construction 210,000.00 .00 210,000.00 0.00
d. Special 17,000.00 0.00 17,000.00 0.00
3 Legal 22,000.00 0.00 22,000.00 0.00
4 Accounting 5,000.00 0.00 5,000.00 . 0.00
4 Administrative 75,000.00 G.00 0.00 75,000.00
5 Sites & Other Lands 16,000.00 0.00 16,000.00 0.00
6 Misceliansous B i = e
DOH inspection fee 000, §5,000.00 0.60
Equipment 25,000.00 25,000.00 0.00
Parmits 18,500.00 0.00 18,500.00
7__Prolect Contingency 111,693.68 111,693.68 0.00

TOTAL of Lines 1 through 8

6,331,828.00

4,357,000.00

9 Reservas 13,072.00 13,072.00 0.00 0.00
10 Capitalized interest 155,000.00 0.00 155,000.00 0.00
11 Registrar fees 500.00 500.00 0.00 0.00
12 Bond Counsel (S&4) 29,500.00 14,500.00 18,000.00 0.00
13 Cost of Issuance {lines 10 through12) 198,072.00 25,072.00 173,000.00 0.00
14 500,000.00F 4,530,000.00 1,500,000.00

FederaE Crant

TOTAL PROJECT COST line 9 plus line 13

6,530,060.00

T2

2,235,000.00

RUS 2,235,000.00
16 Federal Grant SCBG 1,500,000.00 1,500,000.00
17 Stale Granis
18 Federa! Grant RUS 465,000.00 465,000.00
18 TOTAL GRANTS Lines 15 through 18 4.200.000.00 0.00{ 2,700,000,00 1,600,000.00
20 Size of Bond Issue {line 14 minus line 19) 2,330,000.00 500,000.00] 1,830,600.0C 0.00

“Hornor Brothers

October 23, 2008

Date

Cctober 23, 2008

Date




Certified Public Accountants

,

Buckhannon Office Weston Office
P.O. Box 732 235 North River Avenue
Buckhannon, WV 26201 Weston, WV 26452
(804) 473-1928 (304) 269-2269
2
October 23, 2008

Adrian Public Service District
Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture); and
Water Revenue Bonds, Series 2008 B
(West Virginia Infrastructure Fund)

Adrian Public Service District West Virginia Water Development Authority
French Creek, West Virginia Charleston, West Virginia

United States Department of Agriculture West Virginia Infrastructure and Jobs
Morgantown, West Virginia Development Council
Charleston, West Virginia
Steptoe & Johnson, PLLC
Charleston, West Virginia

Ladies and Gentlemen:

Based upon the water rates and charges set forth in the Recommended Decision of
the Public Service Commission of West Virginia in Case No. 07-2381-PWD-CN, entered
May 12, 2008, and projected operating expenses and anticipated customer usage as
furnished to us by Horner Brothers Engineers, Consulting Engineer, it is our opinion that
such rates and charges will be sufficient to provide revenues which, together with other
revenues of the waterworks system (the “System™) of Adrian 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 Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture), issued in the original aggregate principal
amount of $1,830,000 and Water Revenue Bonds, Series 2008 B Bonds (West Virginia
Infrastructure Fund) to be issued in the aggregate principal amount of § 500,000
(collectively, the “Series 2008 Bonds”) and all other obligations secured by or payable
from such revenues, including the Issuer’s (i) Water Revenue Bond, Series 1989
(United States Department of Agriculture), dated July 21, 1988, issued in the original
aggregate principal amount of $990,000 (the “Series 1989 Bonds”); (ii) Water Revenue
Bond, series 1996 A (United States Department of Agriculture), dated September 11,




1996, issued in the original aggregate principal amount of $650,000 (the “Series 1996 A
Bond™); (iii) Water Revenue Bond, Series 1996 B (United States Department of
Agriculture), dated September 11, 1996, issued in the original aggregate principal
amount of $850,000 (the “Series” 1996 B Bond™); (iv) Water Revenue Bonds, Series
2000 A (United States Department of Agriculture), dated October 6, 2000, issued in the
original aggregate principal amount of $1,800,000 (the “Series 2000 A Bonds™); and (v)
Water Revenue Bonds, Series 2004 A (United States Department of Agriculture), dated
February 18, 2004, issued in the original aggregate principal amount of $1,200,000 (the
“Series 2004 A Bonds™)(collectively, the “Prior Bonds™).

It is further our opinion that the Net Revenues for the Fiscal Year following the
year in which the Series 2008 Bonds are issued will be at least 120% of the average
annual debt service on the Prior Bonds and the Series 2008 Bonds.

Very truly yours

Harrls&Company,C AS




ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 B
{West Virgima Infrastructure Fund)

CERTIFICATE AS TO USE OF PROCEEDS

On this 23rd day of October, 2008, the undersigned Chairman of the Public
Service Board of Adrian Public Service District in Upshur County, West Virginia (the
“Issuer™), being one of the officials of the Issuer duly charged with the responsibility for the
issuance of its $500,000 Water Revenue Bonds, Senies 2008 B (West Virginia Infrastructure
Fund), dated October 23, 2008 (the “Series 2008 B Bonds™ or the “Bonds™), hereby certifies
as follows:

1. I am one of the officers of the Issuer duly chareed with the
responsibility of issuing the Bonds. I am familiar with the facts, circumstances and
estimates herein certified and duly authorized to execute and deliver this certificate on
behalf of the Issuer. Capitalized terms used herein and not otherwise defined herein shall
have the meanings set forth in the Bond Resolution duly adopted by the Issuer on October
21, 2008 (the “Bond Resolution™), authorizing the Bonds.

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

3. This certificate is based upon facts, crcwmstances, estimates and
expectations of the Issner in existence on October 23, 2008, the date on which the Bonds are
being physically delivered in exchange for an initial advance of the principal amount of the
Series 2008 B Bonds, and to the best of my knowledge and belief, the expectations of the
Issuer set forth herein are reasonable.

4, In the Bond Resolution pursuant to which the Bonds are issued, the
Issuer has covenanted that it shall not take, or permit or suffer to be taken, any action with
respect to Issuer’s use of the proceeds of the Bonds which would cause any bonds, the
interest on which is exempt from federal income taxation under Section 103(a) of the
Internal Revenue Code of 1986, as amended, and the temporary and permanent regulations
promulgated thereunder or under any predecessor thereto (collectively, the “Code™), issued
by the West Virginia Water Development Authority (the “Authority”} or the West Virginia
Infrastructure and Jobs Development Council (the “Council™), as the case may be, from
which the proceeds of the Bonds are derived, to lose their status as tax-exempt bonds. The
Issuer hereby covenants to take all actions necessary to comply with such covenant.

5. The Series 2008 B Bonds were sold on October 23, 2008, to the
Authority, pursaant to a loan agreement dated October 23, 2008, by and between the Issuer
and the Authority, on behalf of the Council, for an aggregate purchase price of $500,000
(100% of par), at which time, the Issuer received $30,822 from the Authority and the
Council, being the first advance of the principal amount of the Series 2008 B Bonds. No
accrued interest has been or will be paid on the Series 2008 B Bonds. The balance of the

CH4%11142.1
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principal amount of the Series 2008 B Bonds will be advanced to the Issuer as acquisition
and construction of the Project progresses.

6. The Series 2008 B Bonds are being delivered simultaneously with
the delivery of this certificate and are issued for the purposes of (i) paying a portion of the
costs of acquisition and construction of certain improvements and extensions fo the existing
public waterworks facilities of the Issuer (the “Project”); and (ii) paying certain costs of
issuance of the Series 2008 B Bonds and related costs.

On the date hereof, the Issuer has simultaneously issued its Water Revenue
Bonds, Series 2008 A (United States Department of Agriculture) in the aggregate principal
amnount of $1,830,000 (the “Series 2008 A Bonds”™) to pay a portion of the costs of the
Project. , '

7. Within 30 days after the delivery of the Bonds, the Issuer shall
enter into agreements which require the Issuer to expend at least 5% of the net sale proceeds
of the Series 2008 B Bonds on the Project, constituting a substantial binding commitment.
The acquisition and construction of the Project shall commence immediately and shall
proceed with due diligence to completion, and with the exception of proceeds deposited in
the Reserve Account for the Bonds, if any, all of the proceeds from the sale of the Bonds,
together with any investment eamings thereon, will be expended for payment of costs of the
Project on or before May 1, 2010. The acquisition and construction of the Project is
expected to be completed by November 1, 2009

8. The total cost of the Project is estimated at $6,530,000. Sources
and uses of funds for the Project are as follows:

SOURCES
Proceeds of the Series 2008 A Bonds $1,830,000
Proceeds of the Series 2008 B Bonds $ 500,000
USDA Grant $2,700,000
Small Cities Block Grant $1.500.000
Total Sources $6,530,000
USES
Costs of Acquisition and

Construction of the Project $6,500,000
Costs of Issuance $30.000
Total Uses $6,530,000

2
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9. Pursuant to Article V of the Bond Resolution, the following special
funds or accounts have been created or continued relative to the Series 2008 B Bonds:

(1) Revenue Iund;

(2)  Renewal and Replacement Fund;

(3)  Series 2008 Bonds Construction Trust Fand;
(4)  Series 2008 B Bonds Sinking Fund; and

(5)  Series 2008 B Bonds Reserve Account.

10.  Pursvant to Article VI of the Bond Resolution, the proceeds of the
Series 2008 B Bonds will be deposited as follows: '

(1)  Series 2008 B Bonds proceeds in the amount of $-
0-will be deposited in the Series 2008 B Bonds Reserve Aecount.

(2)  The balance of the proceeds of the Series 2008 B
Bonds will be deposited in the Series 2008 Bonds Construction
Trust Fund as received from time to time and applied solely to
payment of costs of the Project, including costs of issuance of
the Series 2008 B Bonds and related costs.

11, Monies held in the Series 2008 B Bonds Sinking Fund will be used
solely to pay principal of and interest, if any, on the Series 2008 B Bonds and will not be
available to meet costs of acquisition and construction of the Project. All investment
earnings on monies in the Series 2008 B Bonds Sinking Fund and Series 2008 B Bonds
Reserve Account, if any, will be withdrawn therefrom and deposited into the Series
2008 Bonds Construction Trust Fund during construction of the Project, and following
completion of the Project, will be deposited, not less than once each year, in the Revenue
Fund, and such amounts will be applied as set forth in the Bond Resolution.

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

13.  The Issuer will take such steps as requested by the Authority to ensure
that the Authority’s bonds meet the requirements of the Code.

14, With the exception of the amount deposited in the Series 2008 B Bonds
Reserve Account, if any, all of the proceeds of the Bonds will be expended on the Project
within 18 months from the date of issuance thereof,

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

CH4911142.1




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

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

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

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

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

21.  The Bonds are not federally guaranteed.

22.  The Jssuer has retained the rght to amend the Bond Resolution
authorizing the issuance of the Bonds if such amendment is necessary to assure that the
Bonds remain governmental or public purpose bonds.

23,  The Issuer has ecither (a) funded the Series 2008 B Bonds Reserve
Account at the maximurm amount of principal and interest which will mature and become
due on the Bonds in the then current or any succeeding year with the proceeds of the Bonds,
or (b) created the Series 2008 B Bonds Reserve Account which will be funded with equal
payments made on a monthly basis over a 10-year period until such Series 2008 B Bonds
Reserve Account holds an amount equal to the maximum amount of principal and interest
which will mature and become due on the Bonds in the then current or any succeeding year.
Monies in the Series 2008 B Bonds Reserve Account and the Series 2008 B Bonds Sinking
Fund will be used solely to pay principal of and interest on the Bonds and will not be
available to pay costs of the Project.

24, Other than the Series 2008 A Bonds, there are no other obligations of
the Issuer which (a) are to be issued at substantially the same time as the Bonds, (b) are to
be sold pursuant to a common plan of financing together with the Bonds and (¢) will be paid
out of substantially the same sources of funds or will have substantially the same claim to be
paid out of substantially the same sources of funds as the Bonds.

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

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

rebate calculations.

27.  To the best of my knowledge, information and belief, the foregoing
expectations are reasonable.
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WITNESS my signature on the date first written above.

ADRIAN PUBLIC SERVICE DISTRICT

10.03.08
002540.00002
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WY MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
1207 Quarrier Street

Suite 401 Date of Report: 23-Cct-08
Charleston, WV 25301
(304) 558-3971 {See Reverse for Instructions)
ISSUE: Adrian Public Service District _
Water Revenue Bonds, Series 2008 A (United States Department of Agriculture)
ADDRESS: 20 Box 87, French Creek, WV 26218 COUNTY: Upshur
PURPOSE OF ISSUE:
New Money: X -
Refunding; REFUNDS ISSUE(S) DATED: NA
ISSUE DATE: 23-0ct-08 CLOSING DATE: 23-0ct-08
{SSUE AMOUNT: $1,830,000 RATE: 4.250%
15T DEBT SERVICE DUE: N/A 18T PRINCIPAL DUE: N/A
1ST DEBT SERVICE AMOUNT N/A PAYING AGENT, lssuer
[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: B _ Contact:
Phone: _ Phone:
KNOWLEDGEABLE ISSUER CONTACT OTHER:
Contact, Nina Monroe _ Agency: United States Department of
Position: Manager Agriculture
Phone:  304.824.6107 Contact: Joe Crickenberger

Position: Rural Development Specialist
Phone: 3048362158

DEPOSITS TO MBC AT CLOSE

By: _ Wire Accrued Interest: 3
Check Capitalized Interest: %

Reserve Account: $

QOther: $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee $
Check To lssuer $

IGT To Cons. invesi. Fum $

To Other; $

NOTES:  Monthly debt service payments will be made directly to the National Finance Office.
The Municipal Bond Commission will only hold 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:

32A




WV MUNICIPAL BOND COMMISSION
1207 Quarrier Sireet

Suite 401

Charleston, WV 25301

(304) 558-3971

NEW ISSUE REPORT FORM

Date of Report:

{See Reverse for Instructions)

23-0ct-08

ISSUE: Adrian Public Service District
Water Revenue Bonds, Series 2008 B (West Virginia Infrastructure Fund)

ADDRESS! PO Box 87, French Creek, WV 26218 COUNTY: Upshur
PURPQOSE OF ISSUE:

New Money: X

Refunding: REFUNDS ISSUE(S) DATED: NA
ISSUE DATE: 23-Oct-08 CLOSING DATE: 23-Oct-08
ISSUE AMOUNT:  $500,000 RATE: 0% )
18T DEBT SERVICE DUE: 1-Sep-10 1ST PRINCIPAL DUE September 1,2010

18T DEBT SERVICE AMOUNT $3,268

Municipal Bond Commission

PAYING AGENT:

BOND COUNSEL:
Firm: Steptoe & Johnson PLLC

Contact  John Stump, Esquire

Fhone: (304) 353.8196

CLOSING BANK:
Bank:  JPMorgan Chase Bank

Contact: Sandra Leggett

Phone: 304.472.0128

KNOWLEDGEABLE ISSUUER CONTACT
Contact: Nina Monroe

Position: Manager

UNDERWRITERS COUNSEL

Firm: Jackson Kelly, PLLC

Contact; Samme Gee, Esquire

Phone: (304) 340-1318

ESCROW TRUSTEE:
Firm:

Contact:

Phone:

OTHER:
Agency: West Virginia Inftrastructure &

Jobs Devetopment Council

Phone: 304.924.6107 Contact: Jefferson Brady, PE
Position: Executive Director
Phone: 304.558.4607
DEPOSITS TO MBC AT CLOSE
By: X Wire Accrued Interest: $
Check _ Capitalized Interest: 5
X Reserve Account: 3 13,072
Other: $
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire To Escrow Trustee $
Check To Issuer $
1GT To Cons. Invest, Funu $
To Other: $

NOTES:  The Series 2008 B Bonds Reserve Account fully funded with bond proceeds

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:

TRANSFERS REQUARED:

328




The purpose of the NEW ISSUE REPORT FORM is to provide the WV Municipal Bond Commission
with an early waming of three basic facts no later than the day of closing on any issue for which the
Comumission is to act as fiscal agent. These are: '

I 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. I, 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 i1ssue. 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. I, 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.



ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture); and
Water Revenue Bonds, Series 2008 B

(West Virginia Infrastructure Fund)

ACCEPTANCE OF APPOINTMENT AS DEPOSITORY BANK

JPMorgan Chase Bank, Buckhannon, West Virginia, hereby accepts
appointment as Depository Bank in connection with a Bond Resolution of Adrian Public
Service District (the "Issuer"), adopted October 21, 2008, and a Supplemental Resolution of
the Issuer adopted October 21, 2008 (collectively, the "Bond Legislation"), authorizing
issuance of the Issuer's Water Revenue Bonds, Series 2008 A (United States Department of
Agriculture) and Water Revenue Bonds, Series 2008 B (West Virginia Infrastructure Fund),
all dated October 23, 2008, in the respective principal amounts of $1,830,000 and $500,000
(collectively, the "Bonds™) and agrees to serve as Depository Bank in connection with the
Bonds, all as set forth in the Bond Legislation.

WITNESS my signature on this 23rd day of October, 2008.

JPMORGAN CHASE BANK

o AL I Vg VP

Its: Authorized Officer

10.03.08
602540.00002

CH4611231.1
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ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 B
(West Virginia Infrastructure Fund)

ACCEPTANCE OF DUTIES AS REGISTRAR OF SERIES 2008 B BONDS

THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia, hereby
accepts appeintment as Registrar in connection with the Adrian Public Service District
Water Revenue Bonds, Series 2008 B (West Virginia Infrastructure Fund), dated October
23, 2008, in the principal amount of $500,000 ("the Bonds") and agrees to perform all duties
of Registrar in connection with the Bonds, all as set forth in the Bond Legislation
authorizing issuance of the Bonds.

WITNESS my signature on this 23rd day of Ocicber, 2008.

THE HUNTINGTON NATIONAL BANK

5y
By: 27’ Nt

fts:  Authorizsd Officse”

10.03.08
00254000002
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ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 B
(West Virginia Infrastructure Fund)

CERTIFICATE OF REGISTRATION QF SERIES 2008 B BONDS

THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia, as
Registrar under the Bond Legislation and Registrar's Agreement providing for the
above-captioned bond issue of the Adrian Public Service District (the "Issuer), hereby
certifies that on the date hereof, the single, fully registered Adrian Public Service District
Water Revenue Bonds, Series 2008 B (West Virginia Infrastructure Fund), of the Issuer,
dated October 23 2008, m the principal amount of $500,000, numbered BR-1, is
registered as to principal only in the name of "West Virginia Water Development
Authority” in the books of the Issuer kept for that purpose at our office, by a duly
authorized officer on behalf of The Huntington National Bank, as Registrar.

WITNESS my signature on this 23rd day of October, 2008.

THE HUNTINGTON NATIONAL BANK

o DL T

Iis: Authon ed Off er /
4

10.06.08
002540.00002

CH4911082.
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ADRIAN PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 B
(West Virginia Infrastructure Fund)

REGISTRAR'S AGREEMENT

THIS REGISTRAR'S AGREEMENT, dated as of October 23, 2008, by and
between ADRIAN PUBLIC SERVICE DISTRICT, a public service district and public
corporation and political subdivision of the State of West Virginia (the "Issuer"), and THE
HUNTINGTON NATIONAL BANK, Charleston, West Virginia (the "Registrar"),

WEHEREAS, the Issuer has, contemporanecusly with the execution hereof,
issued and sold its $500,000 Water Revenue Bonds, Series 2008 B (West Virginia
Infrastructure Tund), in fully registered form (the "Series 2008 B Bonds"), pursuant to a
Bond Resolution of the Issuwer duly adopted October 21,2008, and a Supplemental
Resolution of the Issuer duly adopted October 21, 2008 (collectively, the "Bond
Legislation"}; '

WHEREAS, capitalized words and terms used in this Registrar's Agreement
and not otherwise defined herein shall have the respective meanings given them in the Bond
Legislation, a copy of which is attached as EXHIBIT A hereto and incorporated herein by
reference;

WHEREAS, the Bond Legislation provides for an appointment by the Issuer of
a Registrar for the Bonds; and

WHEREAS, the Issuer desires to appoint, and by the Bond Legislation and this
Registrar's Agreement does appoint, the Registrar to act as Registrar under the Bond
Legislation and to take certain other actions bereinafier set forth;

NOW, THEREFORE, it is agreed by and between the parties hereto as follows:

Upon the execution of this Regisirar's Agreement by the Issuer and the
Registrar and during the term hereof, the Registrar does accept and shall have and carry out
the powers and duties of Registrar for the Bonds, all as set forth in the Bond Legislation,
such duties including, among other things, the duties to authenticate, register and deliver
Bonds upon original issuance and when properly presented for exchange or transfer, and
shall do so with the intention of maintaining the exemption of interest on the Bonds from

CH4510634.1
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federal income taxation, in accordance with any rules and regulations promulgated by the
United States Treasury Department or by the Municipal Securities Rulemaking Board or
similar regulatory bodies as the Issuer advises it of and with generally accepted industry
standards.

1. The Registrar agrees to furnish the Issuer with appropriate records of all
transactions carried out by it as Registrar and to furnish the Issuer with the names and
specimen signatures of the Registrar's authorized officers for the purposes of acting as the
Registrar and with such other information and reports as the Issuer may from time fo time
reasonably require,

2. The Registrar shall have no responsibility or liability for any action
taken by it at the specific direction of the Issuer.

3. As compensation for acting as Registrar pursuant to this Registrar's
Agreement, the Issuer hereby agrees to pay 1o the Registrar the compensation for services
rendered as provided in the annexed schedule.

4. It 15 intended that this Registrar's Agreement shall carry out and
implement provisions of the Bond Legislation with respect to the Registrar. In the event of
any conflict between the terms of this Registrar's Agreement and the Bond Legislation, the
terms of the Bond Legislation shall govern.

5. The Issuer and the Registrar each warrants and represents that it is duly
authorized and empowered to execute and enter into this Registrar's Agreement and that
neither such execution nor the performance of its duties hereunder or under the Bond
Legislation will violate any order, decree or agreement to which it is a party or by which it is
bound.

6. This Registrar's Agreement may be terminated by either party upon
60 days® written notice sent by registered or certified mail to the other party, at the {ollowing
respective addresses:

ISSUER: Adrsian Public Service District
Post Office Box 87
French Creek, West Virginia 26218
Attention: Chairman

REGISTRAR; The Huniington National Bank
One Huntington Square
Charleston, West Virginia 25301
Attention: Corporate Trust Department

7. The Registrar is hereby requested and authorized to authenticate, register
and deliver the Bonds in accordance with the Bond Legislation.

CH4510034 1




IN WITNESS WHEREOF, the parties hereto have respectively caused this
Registrar's Agreement to be signed in their names and on their behalf, all as of the day and
year first above-written.

ADRIJAN PUBLIC SERVICE DISTRICT

THE HUNTINGTON NATIONAL BANK

Its: Au mze(;@/fﬁcer

10.06.08
002540.00002
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EXHIBIT A

Bond Legislation incladed in bond transcript as Documents No. 1 and No. 2

CHA4510634.]




SCHEDULE OF COMPENSATION

{See attached)
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SWEEP RESOLUTION
Adrian Public Service District

WHEREAS, Adrian Public Service District (the “Issuer”) is a governmental body
and political subdivision of West Virginia;

WHEREAS, the Issuer has issued bonds, as more specifically set forth on Exhibit
A, attached hereto and incorporated herein by reference (the “Bonds™);

WHEREAS, the Issuer makes or will make monthly debt service payments on
and transfers reserve funds for the Bonds by check to the West Virginia Municipal Bond
Commission (the “MBC”) which in turn pays the owners of the Bonds and deposits funds
in the reserve accounts,

WHEREAS, the MBC may accept such monthly payments by electronic funds
transfer, thereby eliminating delay in payments and lost checks;

WHEREAS, the Issuer finds and determines that it is in the best interest of the
Issuer, its citizens and the owners of the Bonds that the monthly debt service and reserve
fund payments be made by electronic funds transfer with the State Treasurer sweeping
the Issuer’s account.

NOW THEREFORE BE IT RESOLVED AS FOLLOWS:

1) The monthly debt service payments on and reserve funds for the Bonds, as
set forth in Exhibit A, shall be made to the MBC by an electronic transfer by the State
Treasurer from the accounts set forth in Exhibit A in such form and at such directions as
are provided by the MBC.

2) The Chairman, Secretary and Treasurer are hereby authorized to sign and
execute all such documents as are necessary to facilitate the electronic transfer of the
Bond debt service and reserve fund payments.

3) This resolution shall be effective immediately upon adoption.

Adopted this 21st day of October, 2008.






