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TOWN OF BATH

ORDINANCE AUTHORIZING THE REFUNDING
OF THE WATER REVENUE REFUNDING AND
IMPROVEMENT BONDS, SERIES 1997, OF THE
TOWN OF BATH THROUGH THE ISSUANCE BY
THE TOWN OF NOT MORE THAN §1,200,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER
REFUNDING REVENUE BONDS, SERIES 2008 A;
PROVIDING FOR THE RIGHTS AND REMEDIES
OF AND SECURITY FOR THE HOLDER. OF
SUCH BONDS; AUTHORIZING THE SALE AND
PROVIDING FOR  THE  TERMS  AND
PROVISIONS OF SUCH BONDS AND ADOPTING
OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE COUNCIL OF TOWN OF BATH:

ARTICLEL
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01.  Authonty for this Ordinance. This Ordinance (together with any
ordinance, order or resolutions supplemental hereto, the "Bond Legislation™) is adopted pursuant
to the provisions of Chapter 8, Article 19 of the West Virginia Code of 1931, as amended (the
"Act"), and other applicable provisions of law.

Section 1.02.  Findings. It is hereby found, determined and declared that:
Al The Town of Bath (the "Issuer") is a municipal corporation and political
subdivision of the State of West Virginia in Morgan County of said State.

B. The Issuer now owns and operates a public waterworks systern. The
refunding of the Series 1997 A Bonds, as hereinafter defined, 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 Issuer has heretofore issued ifs Water Revenue Refunding and
Improvement Bonds, Series 1997, dated July 29, 1997, issued in the original aggregate principal
amount of $1,430,000 (the “Series 1997 A Bonds™).

D. 1t is in the best interest of the Issuer that the Series 1997 A Bonds be
currently refunded in order to allow the Issuer to take advantage of the interest savings.
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E. It is deemed necessary for the Issuer to issue ifs Water Refunding
Revenue Bonds, Series 2008 A (the "Series 2008 A Bonds") in the total aggregate principal
amount of not more than $1,200,000 to pay in full the principal of and interest accrued on the
Series 1997 A Bonds, to fund the Series 2008 A Bonds Reserve Account, as hereinafter defined,
and to pay costs of issuance thereof and related costs.

F. It is in the best interest of the Issuer that the Series 2008 A Bonds be sold
to the Purchaser (as hereinafier defined) pursuant to the terms and provisions of the commitment
letter of the Purchaser.

G. The Issuer has complied with all requirements of West Virginia law
relating to authorization of the refunding of the Series 1997 A Bonds, and the issuance of the
Series 2008 A Bonds, or will have so complied prior to issuance of the Series 2008 A Bonds.

H. Upon the refunding of the Series 1997 A Bonds, 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, being the Issuer’s (1) Water Revenue Bonds,
Series 2006 A (West Virginia DWTRF Program), dated August 29, 2006, issued in the original
aggregate principal amount of $1,250,000 (the “Series 2006 A Bonds™); (2) Water Revenue
Bonds, Series 2006 B (West Virginia Infrastructure Fund), dated August 29, 2006, issued in the
original aggregate principal amount of $1,237,000 (the “Series 2006 B Bonds™); and (3) Water
Revenue Bonds, Series 2002 A (West Virginia DWTRF Program), dated December 9, 2002,
issued in the original aggregate principal amount of $1,150,000 (the “Series 2002 A Bonds™)
(collectively referred to herein as the “Prior Bonds™).

Prior to the issuance of the Series 2008 A Bonds, the Issuer will obtain (1) a
certificate of an Independent Certified Public Accountant stating that the coverage and parity
tests, if any, of the Prior Bonds are met and (ii) the written consent of the Holders of the Prior
Bonds to the issuance of the Series 2008 A Bonds on a parity with the Prior Bonds. Other than
the Prior Bonds, there are no Qutstanding bonds or obligations of the Issuer which are secured by
revenues or assets of the Systemn. The Issuer is in compliance with all covenants of the Prior
Bonds and the Prior Ordinance.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of the
acceptance of the Series 2008 A Bonds by those who shall be the Registered Owner of the same
from time to time, this Bond Legislation shall be deemed to be and shall constitute a contract
between the Issuer and such Registered Owner, and the covenants and agreements herein set forth
to be performed by the Issuer shall be for the benefit, protection and security of the Registered
Owner of the Series 2008 A Bonds, all of 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 herein unless the context expressly requires otherwise:

"Act" means Chapter 8, Article 19 of the West Virginia Code of 1931, as
amended and in effect on the date of adoption hereof.

"Authorized Officer” means the Mayor of the Issuer or any other officer of the
Issuer specifically designated by resolution of the Governing Body.
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"Bondholder,"” "Holder of the Bonds," "Holder," "Registered Owner" or any
similar teom whenever used herein with respect to any outstanding Bond or Bonds, means the
person in whose name such Bond is registered.

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

"Bond Registrar" or "Registrar” means the bank or other entity to be designated
as such in the Supplemental Resolution and its successors and assigns.

"Bonds" means, collectively, the Series 2008 A Bonds, the Prior Bonds and,
where appropriate, any bonds on a party therewith subsequently authorized to be issued
hereunder of by another resolution of the Issuer.

"Closing Date" means the date upon which there is an exchange of the Bonds for
all or a portion of the proceeds thereof representing the purchase price of the Bonds by the
Purchaser.

"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.

"Council" or "Govemning Body" means the Council of the Issuer or any other
governing body of the Issuer that succeeds to the functions of the Council as presently
constituted.

"Depository Bank" means the bank designated as such in the Supplemental
Resolution, and its successors and assigns.

"FDIC" means the Federal Deposit Insurance Corporation or 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 Town Council of the Issuer as it may now or
hereafter be constituted.

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

"Gross Revenues" means the aggregate gross operating and non-operating
revenues of the System, determined in accordance with generally accepted accounting principles,
after deduction of prompt payment discounts, if any, and reasonable provision for uncollectible
accounts; provided, that "Gross Revenues" does not include any gains from the sale or other
disposition of, or fromn any increase in the value of, capital assets or any Tap Fees, as hereinafter
defined.

"Herein," "hereto” and similar words shall refer to this entire Bond Legislation.
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"Tndependent Certified Public Accountants" shall mean 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 purposc except keeping the accounts of the System in the normal operation of its
business and affairs.

"Investment Property” means any security (as said term is defined in
Section 165(g)(2)(A) or (B) of the Code), obligation, annuity contract, investinent-type property
or any residential rental property for family units which is not located within the jurisdiction of
the Issuer and which is not acquired to implement a court ordered or approved housing
desegregation plan, 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.

"Issuer” means Town of Bath, a municipal corporation and political subdivision
of the State of West Virginia in Morgan County, and, unless the context clearly indicates
otherwise, includes the Governing Body of the Issuer.

"Net Proceeds" means the face amount of the Series 2008 A Bonds, plus accrued
interest and premium, if any, and less original issue discount, if any. For purposes of the Private
Business Use limitations set forth herein, the tenm Net Proceeds shall include any amounts
resulting from the investment of proceeds of the Series 2008 A Bonds, without regard to whether
or not such investment is made in tax-exempt obligations.

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

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

"Operating Expenses" means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System and includes, without limiting the generality of
the foregoing, administrative, engineering, legal, auditing and insurance expenses, fees and
expenses of fiscal agents, the Depository Bank, the Registrar and the Paying Agent (all as
hereinafter defined), payments to pension or retirement funds, taxes and such other reasonable
operating costs and expenses as should normally and regularly be mcluded 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
Series 2008 A Bonds, charges for depreciation, losses from the sale or other disposition of, or
from any decrease in the value of, capital assets, amortization of debt discount or such
miscellaneous deductions as are applicable to prior accounting periods.

“QOutstanding” when used with reference to Bonds and as of any particular date,
describes all Bonds theretofore and thereupon being authenticated and delivered, except (i) any
Bond cancelled by the Bond Registrar at or prior to said date; (ii) any Bond 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 deemed to have been paid as provided in
Article TX hereof: and (iv) for purposes of consents or other action by a specified percentage of
Bondholders, and Bonds registered to the Issuer.
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“Parity Bonds” means additional Parity Bonds issued under the provisions and
within the limitations prescribed by Section 5.04 hereof.

"Paying Agent" means the bank or other entity to be designated as such in the
Supplemental Resolution and its successors and assigns.

"Prior Bonds" means the Series 2002 A Bonds, Series 2006 A Bonds and Series
2006 B Bonds.

“Pror Ordinance” means, collectively, the ordinances authorizing the Prior
Bonds.

"Private Business Use" means use directly or indirectly in a trade or busimess
carried on by a natural person, including all persons "related" to such person within the meaning
of Section 144(a)(3) of the Code, or in any activity carried on by a person other 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 the proceeds of the
issue and/or proceeds used for "qualified improvements," if any.

"Purchaser" means the purchaser or purchasers of the Series 2008 A Bonds
directly from the Issuer designated as such in the Supplemental Resolution and its successors and

assigns.
"Qualified Investiments" means and includes any of the following:
(a) Govemment Obligations;

(3)] Government Obligations which have been strpped 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 Authonty;

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

(e) Time accounts (including accounts evidenced by time certificates of deposit, time
deposits or other similar banking arrangements) which, to the extent not insured by the FDIC or
Federal Savings and Loan Insurance Corporation, shall be secured by a pledge of Governiment
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
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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 () above;

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

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

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

"Recorder” means the Recorder of the Govemning Body of the Issuer.

"Regulations” means temporary and permanent regulations promulgated under
the Code.

“Renewal and Replacement Fund” means the Renewal and Replacement Fund
established by Prior Ordinance.

“Series 1997 A Bonds” means the Water Revenue Refunding and Improvement
Bonds, Series 1997, dated July 29, 1997, issued in the original aggregate principle amount of
$1,430,000. .

“Series 1997 A Ordinance” means the Bond Ordinances authorizing the Series
1997 A Bonds.

“Series 2002 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2002 A
(West Virginia DWTRF Program), dated December 9, 2002, issued in the original aggregate
principal amount of $1,150,000.

“Series 2006 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2006 A
(West Virginia DWTRF Program), dated August 29, 2006, issued in the original aggregate
principal amount of $1,250,000.

“Series 2006 B Bonds” means the Issuer’s Water Revenue Bonds, Series 2006 B

(West Virgimia Infrastructure Fund), dated August 29, 2006, issued in the original aggregate
principal amount of $1,237,000.
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“Series 2008 A Bonds” means the Water Refunding Revenue Bonds,
Series 2008 A, authorized hereby to be issued pursuant to this Ordinance.

"Series 2008 A Bonds Reserve Account"” means the Series 2008 A Bonds
Reserve Account created by Section 4.02 hereof.

“Series 2008 A Bonds Reserve Requirement™ means the reserve amount required
on the Series 2008 A Bonds equal to one years annual debt service.

“Series 2008 A Bonds Sinking Fund” means the Series 2008 A Bonds Sinking
Fund created by Section 4.02 hereof.

"State" means the State of West Virginia,

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

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

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

Words importing singular number shall include the plural number in each case

and vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, feminine or neutral gender shall include any other gender.
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ARTICLE II
AUTHORIZATION OF REFUNDING

Section 2.01. Authorization of Refunding.  All Series 1997 A Bonds
Outstanding as of the date of issuance of the Series 2008 A Bonds and all unpaid interest accrued
thereon, if any, are hereby ordered to be refunded and paid in full and the pledge of Gross
Revenues in favor of the Holders of the Series 1997 A Bonds imposed by the Series 1997 A
Ordinance, the monies in the funds and accounts created by the Series 1997 A Ordinance pledged
to payment of the Series 1997 A Bonds, and any other funds pledged by the Series 1997 A
Ordinance to payment of the Series 1997 A Bonds are hereby ordered terminated, discharged and
released upon such payment to the Holders of the Series 1997 A Bonds. Contemporaneously
with the payment in full of the Series 1997 A Bonds, the amounts on deposit in the sinking fund,
and all other funds and accounts created and maintained on behalf of the Series 1997 A Bonds,
shall be released from the lien created by the Series 1997 A Ordinance. The portion of the
proceeds of the Series 2008 A Bonds hereby authorized to be applied towards the refunding of the
Series 1997 A Bonds shall be applied as provided in Article Il hereof.
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ARTICLE IIX

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND SALE OF BONDS

Section 3.01.  Authorization of Bonds. For the purpose of refunding the Series
1997 A Bonds, funding the Series 2008 A Bonds Reserve Account and paying certain costs of
issuance and related costs not otherwise provided for, or any all of such purposes, there is hereby
authorized to be issued the Water Refunding Revenue Bonds, Series 2008 A, of the Issuer, in the
aggrepate principal amount of not more than $1,200,000, and shall have such terms as set forth
hereinafter and in the Supplemental Resolution.

Section 3.02. Terms of Bonds. The Series 2008 A Bonds shall be issued in
single form, numbered AR-1, and only as a fully registered Bond. The Series 2008 A Bonds shall
be dated such date; shall be in such principal amount, not to exceed $1,200,000; shall bear
interest at such rate or rates, not exceeding the then legally permissible limit on such dates; shall
mature on such dates and in such amounts; and shall be subject to such repayment or redemption,
prepayment penalty all as the Issuer shall prescribe in a Supplemental Resolution. The
Series 2008 A Bonds shall be payable as to principal and interest at the office of the Paying Agent
in any cein or currency which, on the dates of payment is legal tender for the payment of public
or private debts under the laws of the United States of America.

Section 3.03.  Execution of Bonds. The Series 2008 A Bonds shall be executed
in the name of the Issuer by the Mayor, and the seal of the Issuer shall be affixed thereto or
imprinted thereon and attested by the Recorder. In case any one or more of the officers who shall
have signed or sealed the Series 2008 A Bonds shall cease to be such officer of the Issuer before
the Series 2008 A Bonds so signed and sealed have been actually sold and delivered, the
Series 2008 A Bonds may nevertheless be sold and delivered as herein provided and may be
issued as if the person who signed or sealed such Bonds had not ceased to hold such office. The
Series 2008 A Bonds may be signed and sealed on behalf of the Issuer by such person as at the
actual time of the execution of such Bonds shall hold the proper office n the Issuer, although at
the date of such Bonds such person may not have held such office or may not have been so
authorized.

Section 3.04. Authentication and Registration. No Series 2008 A Bonds shall
be valid or obligatory for any purpose or entitled to any security or benefit under this Bond
Legislation unless and until the Certificate of Authentication and Registration on such Bond,
substantially in the form set forth in Section 3.09 shall have been manually executed by the Bond
Registrar. Any such executed Certificate of Authentication and Registration upon any such Bond
shall be conclusive evidence that such Bond has been authenticated, registered and delivered
under this Bond Legislation. The Certificate of Authentication and Registration on any
Series 2008 A Bond shall be deemed to have been executed by the Bond Registrar if manually
signed by an authorized officer of the Bond Registrar.
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Section 3.05. Negotiability, Transfer and Registration.  Subject to the
provisions for transfer of registration set forth below, the Series 2008 A Bonds shall be and have
all of the qualities and incidents of negotiable instruments under the Uniform Commercial Code
of the State of West Virginia, and each successive Holder, in accepting any of the Series 2008 A
Bonds, shall be conclusively deemed to have agreed that such Bond shall be and have all of the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
State of West Virginia, and each successive Holder shall further be conclusively deemed to have
agreed that said Bond shall be incontestable in the hands of a bona fide holder for value.

So long as the Series 2008 A Bonds remain outstanding, the Issuer, through the
Bond Registrar, shall keep and maintain books for the registration and transfer of the
Series 2008 A Bonds.

The registered Series 2008 A Bonds shall be transferable only upon the books of
the Bond Registrar, by the registered owner thereof in person or by his attorney duly authorized
in writing, upon surrender thereto together with a written instrument of transfer satisfactory to the
Bond Registrar duly executed by the registered owner or his duly authorized attorney.

In all cases in which the privilege of exchanging the Series 2008 A Bonds or
transferring the registered Bonds are exercised, the Bonds shall be delivered in accordance with
the provisions of this Bond Legislation. Any Series 2008 A Bond surrendered in any such
exchanges or transfers shall forthwith be cancelled by the Bond Registrar. For every such
exchange or transfer of the Series 2008 A Bonds, the Bond Registrar may make a charge
sufficient to reimburse it for any tax, fee or other governmental charge required to be paid with
respect to such exchange or transfer and the cost of preparing each such new Bond upon each
exchange or transfer, and any other expenses of the Bond Registrar incurred in connection
therewith, which sum or sums shall be paid by the person requesting such exchange or transfer, as
a condition precedent to the exercise of the privilege of making such transfer. The Bond
Registrar shall not be obliged to make any such exchange or transfer of the Series 2008 A Bonds
during the 15 days preceding a scheduled payment date on such Bonds or afier notice of any
prepayment of such Bonds has been given.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Tost. In case the
Series 2008 A Bonds 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 Series 2008 A Bond of like tenor as the Bond so mutilated, destroyed, stolen or
Jost, in exchange and substitution for such mutilated Bond, upon surrender and cancellation of
such mutilated Bond, or in lieu of and substitution for the Series 2008 A 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. The Series 2008 A Bond 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 Series 2008 A Bond, the Issuer
may pay the same, upon being indemnified as aforesaid, and if such Bond be lost, stolen or
destroyed, without surrender thereof.

Section 3.07. Bonds Not to Be Indebtedness of the Issuer. The Series 2008 A
Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the meaning of
any constitutional or statutory provision or limitation, but shall be payable solely from the Gross
Revenues derived from the operation of the System as herein provided. No Holder or Holders of
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the Series 2008 A Bonds shall ever have the right to compel the exercise of the taxing power of
the Issuer, if any, to pay the Series 2008 A Bonds or the interest thereon.

Section 3.08. Bonds Secured by Pledge of Gross Revenues; Lien Position with
Respect to Prior Bonds. The payment of the debt service of the Series 2008 A Bonds shall be
secured forthwith by a lien on the Gross Revenues derived from the System, in addition to the
statutory mortgage lien on the System hereinafter provided, on a parity with the Prior Bonds. The
Gross Revenues derived from the Systen in an amount sufficient to pay the principal of and
interest on the Series 2008 A Bonds, and to make the payments as hereinafter provided, are
hereby imrevocably pledged to the payment of the principal of and interest on the
Series 2008 A Bonds as the same become due.

Section 3.09.  Form of Bond. The text of the Series 2008 A Bonds shall be in
substantially the following form, with such omissions, insertions and variations as may be
necessary and desirable and authorized or permitted hereby, or by any Supplemental Resolution
adopted prior to the issuance thereof:

11
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[FORM OF BOND]

TOWN OF BATH
WATER REFUNDING REVENUE BONDS, SERIES 2008 A

No. AR-1 . $

ENOW ALL MEN BY THESE PRESENTS: That on this the day of
November, 2008, TOWN OF BATH, a municipal corporation and political subdivision of the
State of West Virginia in Morgan County of said State (the "Issuer"), for value received, hereby
promises to pay, solely from the special funds provided therefor, as hereinafier set forth, to the
order of

BRANCH BANKING AND TRUST COMPANY

or registered assigns (the "Payee"), the principal sum of
DOLLARS ($ ), plus interest as foilows:

A Interest on this Bond shall be payable at a rate of 4.18% per annum
(hereinafter sometimes called the "Tax-Exempt Rate"). Interest shall be computed
on the basis of a year of 360 days and 30 days in a month.

B. Notwithstanding any other provision herein, in the event the interest on
this Bond is declared to be includible in gross income for federal income tax
purposes by the Internal Revenue Service ("Determination of Taxability"), interest
on this Bond shall be payable at a rate of % per annum (hereinafter sometimes
called the "Taxable Rate™). Interest at the Taxable Rate shall commence to accrue
on the date of Determination of Taxability and such interest rate shall be charged
retroactively and prospectively for all periods in which interest paid on this Bond is
asserted, declared or determined to be includible in gross income for federal income
tax purposes, and shall continue until the entire principal of and interest on this
Bond are paid, notwithstanding that the entire principal amount of this Bond may
have been paid in full prior to the Determination of Taxability. Any interest being
past due on this Bond by reason of such increase shall become immediately due and

payable.
- C This Bond shall be payable in installments commencing on the 1st
day of , 2009 and on the 1st day of each month thereafter, to and including

September 1, 2024. The monthly installments shall consist of principal and interest
as listed on the attached debt service schedule attached hereto as EXHIBIT A.

D. All payments received by the Paying Agent on account of the Bond shall
be applied first to payment of interest accrued on the Bond and next to payment of
principal of the Bond. If not sooner paid, the entire principal amount of this Bond
unpaid on September 1, 2024 together with all accrued interest and any other sums
due and owing upon this Bond shall be due and payable on such date.

The principal of and interest on this Bond is payable in any coin or currency
which on the date of payment thereof is legal tender for the payment of public and private debts
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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 is subject to prepayment of the principal balance in whole on a
scheduled payment date with a 1.0 % prepayment premium.

This Bond is issued to (i) refund the Issuer’s Water Revenue Refunding and
Improvement Bonds, Series 1997 A; (ii) funding the Series 2008 A Bonds Reserve Account; and
(iii) to pay costs of issuance and related costs. The existing public waterworks facilities of the
Issuer, and any further additions, improvements or extensions thereto are herein called the
"System." This Bond is issued under the authority of and in full compliance with the Constitution
and statutes of the State of West Virginia, including particularly Chapter 8, Article 19 of the
West Virginia Code of 1931, as amended (the "Act"), and a Ordinance duly adopted by the Issuer
on November 3, 2008, and a Supplemental Resolution, duly adopted by the Issuer on November
3, 2008 (collectively, the "Bond Legislation™), and is subject to all the terms and conditions
thereof.

THE PRINCIPAL OF AND INTEREST ON THIS BOND IS PAYABLE ONLY
FROM AND SECURED BY A PLEDGE OF THE GROSS REVENUES TO BE DERIVED
FROM THE OPERATION OF THE SYSTEM, ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT WITH THE ISSUER’S (1)
WATER REVENUE BONDS, SERIES 2006 A (WEST VIRGINIA DWTRF PROGRAM),
DATED AUGUST 29, 2006, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $1,250,000 (THE “SERIES 2006 A BONDS”); (2) WATER REVENUE BONDS,
SERTES 2006 B (WEST VIRGINIA INFRASTRUCTURE FUND), DATED AUGUST 29, 2006,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,237,000 (THE
“SERIES 2006 B BONDS™); AND (3) WATER REVENUE BONDS, SERIES 2002 A (WEST
VIRGINIA DWTRF PROGRAM), DATED DECEMBER 9, 2002, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL. AMOUNT OF $1,150,000 (THE “SERIES 2002 A BONDS”)
(COLLECTIVELY REFERRED TO HEREIN AS THE “PRIOR BONDS”).

This Bond does not constitute a corporate indebtedness of the Issuer within the
meaning of any constitutional or statutory provisions or limitations, nor shafl the Issuer be
obligated to pay the same or the interest hereon except from the source set forth above. Under the
Bond Legislation, the Issuer has entered into certain covenants with the Payee, for the terms of
which reference is made to said Bond Legislation. Rernedies provided the Payee are exclusively
as provided in the Bond Legisiation, 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 Branch Banking and Trust Company,
Charleston, West Virginia, as Registrar (the “Registrar”) by the registered owner, or by its
attorney duly authorized in writing, upon the sumrender of this Bond together with a written
instrument of transfer satisfactory to the Bond Registrar duly executed by the registered owner or
its attomey duly authorized in writing.

Subject to such registration requirements, this Bond, under the provision of the
Act i, and has all the qualities and incidents of, a negotiable instrument under the Uniform
Commercial Code of the State of West Virginia.
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This Bond is hereby designated a "qualified tax-exempt obligation” within the
meaning of Section 265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and in the issuance
of this Bond have existed, have happened, and have been performed in due time, form and
manner as required by law, and that the amount of this Bond, together with all other obligations
of the Issuer, does not exceed any limit prescribed by the Constitution or statutes of the State of
West Virginia and that a sufficient amount of the Gross Revenues of the System has been pledged

to and will be set aside by the Issuer for the prompt payment of the principal of and interest on
this Bond.

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

This Bond shall not be valid or obligatory unless authenticated and registered by
the Registrar by the execution of the Registrar's Certificate of Authentication and Registration
attached hercto and incorporated herein.
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IN WITNESS WHEREOQOF, the TOWN OF BATH has caused this Bond to be
signed by its Mayor and its corporate seal to be hereunto affixed hereon and attested by its
Recorder, and has caused this Bond to be dated the day and year first written above.

TOWN OF BATH
[SEAL]

By:

Its: Mayor
ATTEST:
Recorder
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This 1s to certify that this Bond is described in the within-mentioned Bond
Legislation and has been duly registered in the name of the registered owner set forth above.

Date: Novernber , 2008

BRANCH BANKING AND TRUST COMPANY,
as Registrar

By:

Its: Authorized Officer

16
CH4991876.1



fForm of Assignment]

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto
the within-mentioned Bond and

does hereby 1rrevocab1y constitute and appoint
Attorney to transfer the said Bond on the books of the Registrar on behalf of the said Tssuer w1th
full power of substitution in the premises.

Dated: , 20

In the presence of:
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Section 3.10.  Sale of Bonds. The Series 2008 A Bonds shall be sold to the
Purchaser contemporaneously with, or as soon as practicable and authorized and permitted by
applicable law after, the adoption of the Supplemental Resolution; provided, that the Purchaser
and the Issuer shall have agreed to the purchase thereof.

Section 3.11. Disposition of Bond Proceeds. From the monies received from
the sale of the Series 2008 A Bonds, the following amounts shall be first deducted and deposited
in the order set forth below:

Al From the proceeds of the Series 2008 A Bonds, the Issuer shall forthwith
wire from the proceeds of the Series 2008 A Bonds an amount as specified in supplemental
resolution which is equal to the amount necessary te pay in full the entire principal of and interest
accrued on the Series 1997 A Bonds directly to the Holders of the Series 1997 A Bonds.

B. Next, the Purchaser shall pay to the Municipal Bond Commission an
amount as specified in the supplemental resolution which is equal to the amount necessary to
fully fund the Series 2008 A Bonds Reserve Account.

C. Next, the Purchaser shall pay the costs of issuance of the Series 2008 A
Bonds.

Section 3.12.  Designation of Bonds “Qualified Tax-Exempt Obligations.” The
Issuer hereby designates the Series 2008 A Bonds as “qualified tax-exempt obligations™ for the
purpose of Section 265(b}3)}B) of the Code and covenants that the Bond does not constitute
private activity bonds as defined in Section 141 of the Code, and that not more than $10,000,000
aggregate principal amount of obligations the interest on which is excludable (under Section
103(a) of the Code) from gross income for federal income tax purposes (excluding, however,
obligations issued to currently refund any obligation of the Issuer to the extent the amount of the
refunding obligation does not exceed the amount of the refunded obligation and private activity
bonds (excluding 501(c)(3) Bonds, as defined in Section 141 of the Code), including the
Series 2008 A Bonds, have been or shall be issued by the Issuer, including all subordinate entities
of the Issuer, during calendar year 2008.
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ARTICLE IV
FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

Section 4.01.  Establishment of Funds and Accounts with Depository Bank.
The following special funds or accounts are hereby created with and shall be held by the
Depository Bank separate and apart from all other funds or accounts of the Depository Bank and
the Issuer and from each other:

(D Revenue Fund (established by Prior Ordinance);
(2) Renewal and Replacement Fund (established in Prior Ordinance); and
3) Series 2008 A Bonds Proceeds Fund.

Section 4.02.  Establishment of Funds and Accounts with Commission. The
following special funds or accounts are hereby created with (or continued if previously
established by the Prior Ordinance) 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 2002 A Bonds Sinking Fund (established by Prior
Ordinance and continued hereby);

(2) Series 2002 A Bonds Reserve Account (established by Prior
Ordinance and continued hereby);

&)} Series 2006 A Bonds Sinking Fund (established by Prior
Ordinance and continued hereby);

€3] Series 2006 A Bonds Reserve Account (established by Prior
Ordinance and continued hereby);

&) Series 2006 B Bonds Sinking Fund (established by Trior
Ordinance and continued herebyy);

(6) Series 2006 B Bonds Reserve Account (established by Prior
Ordinance and continued hereby);

)] Series 2008 A Bonds Sinking Fund; and
(8) Series 2008 A Bonds Reserve Account.

Section 4.03. Covenants of the Issuer as to System Revenues and Funds. So
long as the Series 2008 A Bonds shall be outstanding and unpaid, or until there shall have been
set apart, a sum sufficient to pay, when due or at the earliest practical prepayment date, the entire
principal of the Series 2008 A Bonds remaining unpaid, together with interest accrued and to
accrue thereon, the Issuer further covepants with the holder of the Series 2008 A Bonds as
follows:

A. REVENUE FUND. The entire Gross Revenues derived from the
operation of the System, and all parts thereof, and all Tap Fees received, shall be
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deposited as collected by the Issuer in the Revenue Fund established with the
Depository Bank. 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 purposes and in the manner
provided herein.

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

e8] The Issuer shall first, on the first of each month, transfer
from the Revenue Account and remit to the Commission the amounts
required to pay the interest, on the Series 2008 A Bonds.

(2) The Issuer shall next, on the first of each month, transfer
from the Revenue Account and remit to the Commission (i) the
amounts required to pay the principal, on the Prior Bonds as required
by Prior Ordinance; and (ii) the amount required to pay the principal
on the Series 2008 A Bonds. All payments with respect to principal of
and interest on the Prior Bonds and the Senes 2008 A Bonds shall be
made on an equal pro rata basis in accordance with the respective
aggregate principal amounts thereof outstanding and on a parity with
each other.

€))} The Issuer shall next, each month, pay from the monies in
the Revenue Fund all current Operating Expenses.

(4 The Issuer shall next, on the first of each month, transfer
from the Revenue Account and remit to the Commission, (i) the
amounts required for deposit into the respective Reserve Fund for the
Prior Bonds; and (ii) commencing the month following the Closing
Date for deposit in the Series 2008 A Bonds Reserve Account, an
amount equal to 1/120th of the Senes 2008 A Bonds Reserve
Requirement, until the amount in the Series 2008 A Bonds Reserve
Account equals the Series 2008 A Bonds Reserve Requirement;
provided that, no further payments -shall be made into the
Series 2008 A Bonds Reserve Account when there shall have been
deposited therein, and as long as there shall remain on deposit therein,
an amount equal to the Series 2008 A Bonds Reserve Requirement.

(3) The Issuer shall next, on the first day of each month, from
the monies remaining in the Revenue Fund, transfer to the Renewal
and Replacement Fund, a sum equal to 2 2% of the Gross Revenues
each month (as previously set forth in the Prior Ordinances and not m
addition thereto), exclusive of any payments for account of any
Reserve Account. All funds in the Renewal and Replacement Fund
shall be kept apart from all other funds of the Issuer or of the
Depository Bank and shall be invested and reinvested in accordance
with Article VIII hereof. Withdrawals and disbursements may be
made from the Renewal and Replacement Fund for replacements,
repairs, improvements or extensions to the System; provided, that any
deficiencies in any Reserve Account (except to the extent such
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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 Prior Bonds and the Series 2008 A Bonds, pro rata,
or for any lawful purpose.

Monies in the Series 2008 A Bonds Sinking Fund shall be used only for the purposes of paying
principal of and interest on the Series 2008 A Bonds as the same shall become due. Monies in the
Series 2008 A Bonds Reserve Account shall be used only for the purpose of paying principal of
and interest on the Series 2008 A Bonds as the same shall come due, when other monies in the
Sinking Fund are insufficient therefor, and for no other purpose.

All investment earnings on monies in the Series 2008 A Bonds Sinking Fund shall be returned,
not less than once each year, by the Commission to the Issuer, and such amounts shall, during the
Project, as applicable, be deposited in the Series 2008 A Bonds Project Trust Fund, and following
completion thereof, shall be deposited in the Revenue Fund and applied in full, first to the next
ensuing interest payment due on the Series 2008 A Bonds.

Any withdrawals from the Series 2008 A Bonds Reserve Account, which result m a reduction in
the balance of such account to below the Reserve Requirement thereof, shall be restored from the

first Gross Revenues available affer all required payments have been made in full in the order set
forth above.

As and when additional Bonds ranking on a parity with the Series 2008 A Bonds are issued,
provision shall be made for additional payments mnto the respective sinking funds sufficient to pay
the interest on such additional parity Bonds and accomplish retirement thereof at maturity and to
accumulate a balance in the respective Reserve Accounts 1n an amount equal to the requirement
thereof.

The Issuer shall not be required to make any further payments into the Series 2008 A Bonds
Sinking Fund, or the Series 2008 A Bonds Reserve Account when the aggregate amount of funds
therein are at least equal to the aggregate principal amount of the Series 2008 A Bonds issued
pursuant to this Bond Legislation then Outstanding and all interest to accrue until the maturnty
thereof.

Principal, interest or reserve payments, whether made for a deficiency or otherwise, shall be made
on a parity and pro rata, with respect to the Prior Bonds and the Series 2008 A Bonds, m
accordance with the respective principal amounts then Outstanding,

The Commission is hereby designated as the fiscal agent for the administration of the Series 2008
A Bonds Sinking Fund, and the Series 2008 A Bonds Reserve Account created hereunder, and all
amounts required for said accounts shall be remitted to the Commission from the Revenue Fund
by the Issuer at the times provided herein. All remittances made by the Issuer to the Commission
shall clearly identify the fund or account into which each amount is to be deposited. If required
by the Authority at anytime, the Issuer shall make the necessary arrangements whereby required

21
CHAS91876.1



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

The Series 2008 A Bonds Sinking Fund and the Series 2008 A Bonds Reserve Account shall be
used solely and only for, and are hereby pledged for, the purpose of servicing the Series 2008 A
Bonds, under the conditions and restrictions set forth herein.

C. CHANGE OF DEPOSITORY BANK. The Issuer may designate another
bank or trust company insured by FDIC as Depository Bank if the Depository Bank
should cease for any reason to serve or if the Governing Body determines by
resolution that the Depository Bank or its successor should mo 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. CHBARGES AND FEES. The Issuer shall remit from the Revenue Fund to
the Depository Bank and the Commission such additional sums as shall be
necessary to pay the charges and fees of the Depository Bank or the Commission
then due.

E. INVESTMENT OF EXCESS BALANCES. The monies in excess of the
sumn 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 Investinents as
shall be eligible as security for deposits of state and municipal funds under the laws
of the State of West Virginia.

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

G. GROSS REVENUES. The Gross Revenues of the System shall only be
used for purposes of the System.
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ARTICLE Y

GENERAL COVENANTS

Section 5.01.  General Statement. So long as the Series 2008 A Bonds shall be
outstanding and unpaid, or until there shall have been set apart a sum sufficient to prepay the
entire principal of the Series 2008 A Bonds remaining unpaid, together with interest accrued and
to accrue thereon to the date of prepayment, the covenants and agreements contained herein shall
be and constitute valid and legally binding covenants between the Issuer and the Bondholder.

Section 5.02. Rates. Prior to the issuance of the Senies 2008 A Bonds, rates or
charges for the use of the services and facilities of the System will be fixed and established, all in
the manner and form required by law, and a copy of such rates and charges so fixed and
established shall at all times be kept on file in the office of the Recorder of the Issuer, which copy
will be open to inspection by all interested parties. The schedule or schedules of rates and
charges shall at all times be adequate to produce Gross Revenues from the System sufficient to
pay Operating Expenses and to make the prescribed payments into the funds and accounts created
hereunder. Such schedule or schedules of rates and charges shall be revised from time to time,
whenever necessary, so that the aggregate of the rates and charges will be sufficient for such
purposes. In order to assure full and continuous performance of this covenant with a margin for
contingencies and temporary unanticipated reduction in income and revenues, the Issuer hereby
covenants and agrees that the schedule or schedules of rates or charges from time to time in effect
shall be sufficient, together with other revenues of the Systein, (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 on the Series 2008
A Bonds, and all other obligations secured by a lien on or payable from such revenues on a parity
with the Series 2008 A Bonds; provided that, in the event that, an amount equal to or in excess of
the Reserve Requirement is on deposit in the Series 2008 A Bonds Reserve Account and any
reserve accounts for obligations on a parity with the Series 2008 A Bonds are funded at least at
the requirement therefor, such sum need only equal 110% of the maximum amount required in
any year for payment of principal of and interest on the Series 2008 A Bonds, and all other
obligations secured by a Hen on or payable from such revenues on a parity with the Series 2008 A
Bonds. In any event, the Issuer shall not reduce the rates or charges for services set forth in the
rate ordinance described in Section 6.01.

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

Section 5,03.  Sale of the System. So long as the Prior Bonds are outstanding,
the Issuer shall not sell, mortgage, lease or otherwise dispose of the System or any part thereof,
except as provided in the Prior Ordinance.

Section 5.04.  Issuance of Additional Parity Bonds. So long as the Prior Bonds
are outstanding, no additional Parity Bonds or obligations payable out of any of the Revenues of
the System shall be issued, except as set forth in the Prior Ordinance.
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All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2008 A Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the
costs of the construction or acquisition of extensions, improvements or betterments to the System
or refunding the Prior Bonds or the Bonds issued pursuant hereto or subsequent Parity Bonds, or
any combination of such purposes.

No Parity Bonds shall be issued at any time, unless there has been procured and
filed with the Recorder a written statement by the Independent Certified Public Accountants,
reciting the conclusion that the Net Revenues actually derived, subject to the adjustments
hereinafter provided for, from the System during any 12 consecutive months, within the
18 months immediately preceding the date of the actual issuance of such Parity Bonds, plus the
estimated average increased annual Net Revenues expected to be received in each of the 3
succeeding years after the completion of the improvements to be financed by such Parity Bonds,
if any, shall not be less than 115% of the largest aggregate amount that will mature and become
due in any succeeding Fiscal Year for principal of and interest, if any, on the following:

() The Bonds Qutstanding;

@ Any Parity Bonds theretofore issued pursuant to the provisions contained
in this Bond Legislation then Outstanding; and

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

The “estimated average increased annual Net Revenues to be received in each of
the 3 succeeding years,” as that term is used in the computation provided in the above paragraph,
shall refer only to the increased Net Revenues estimated to be derived from (a) the improvements
to be financed by such Parity Bonds and (b) any increase in rates adopted by the Issuer, the period
for appeal of which has expired prior to the date of delivery of such Parity Bonds, and shall not
exceed the amount to be stated in the certificate of the Independent Certified Public Accountants.

The Net Revenues actually derived from the System during the 12-consecutive
month period hereinabove referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, on account -of increased rates, rentals,
fees and charges for the System adopted by the Issuer, the period for appeal of which has expired
prior to issuance of such Parity Bonds.

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 Holder of the Series 2008 A Bonds and the Holders of any Parity Bonds subsequently
issued from time to time within the limitations of and in compliance with this section. Bonds
issued on a parity, regardless of the time or times of their issuance, shall rank equally with respect
to their lien on the revenues of the System and their source of and security for payment from said
revenues, without preference of any Bond. The Issuer shall comply fully with all the increased
payments into the various funds and accounts created in this Bond Legislation required for and on
account of such Parity Bonds, in addition to the payments required for Bonds theretofore issued
pursuant to this Bond Legislation.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the Revenues of the System 1s subject to the
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prior and superior liens of the Bonds on such Revenues. The Issuer shall not issue any
obligations whatsoever payable from the revenues of the System, or any part thereof, which rank
prior to or, except in the manner and under the conditions provided in this section, equally, as to
lien on and source of and security for payment from such revenues, with the Bond.

No Parity Bonds shall be issued any time, however, unless all the payments
provided for in this Bond Legislation with respect to the Bonds then Outstanding, and any other
paymerits provided for in this Bond Legislation, shall have been made in full as required to the
date of delivery of such Parity Bonds, and the Tssuer shall then be in full compliance with all the
covenants, agreements and terms of this Bond Legislation.

Section 5.05. Insurance and Bonds. A. The Issuer hereby covenants and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 2008 A Bonds remain outstanding, insurance
with a reputable insurance carrier or carriers covering the following risks and in the following
amounts:

() Fire, Lichtning. Vandalism, Malicious Mischief and Extended Coverage
Insurance, fo be procured upon any portion of the System now in use, on all above-ground
structures of the System and mechanical and electrical equipment in place or stored on the site in
an amount equal to the full insurable value thereof. In the event of any damage to or destruction
of any portion of the System, the Issuer will promptly arrange for the application of the insurance
proceeds for the repair or reconstruction of such damaged or destroyed portion.

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

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

(iv) Workers' Compensation Coverage for All Emplovees of the Town FEligible
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
commenceinent of construction in compliance with West Virgima Code Section 38-2-39.
Workers' compensation coverage shall be maintained as required by the laws of the State of
West Virginia.

v) Flood Insurance to be procured, to the extent available at reasonable cost to the
Issuer.

(vi) 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
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or other funds of the Issuer in such amount as may be requested by the Purchaser from time to
time.

(vii)  Provided, however, and in lieu of and notwithstanding the foregoing provisions
of this Section, so long as the Series 2008 A Bonds are outstanding, the Issuer will carry
insurance and bonds or cause insurance and bonds to be carried for the protection of the Issuer
with insurance carriers or bonding companies acceptable to Purchaser.

B. All insurance proceeds awarded to the Issuer that are not applied to the
repair or replacement of the subject property damaged or destroyed, shall be applied by the Issuer
to prepayment of the Bond, unless otherwise consented to in writing by the Bondholder.

Section 5.06. Statutory Mortgage Lien. For the further protection of the
Holder of the Bond, a statutory mortgage lien upon the System is granted and created by the Act,
which statutory mortgage lien is hereby recognized and declared to be valid and binding and shall
take effect immediately upon the delivery of the Senes 2008 A Bonds, on a parity with the Prior
Bonds.

Section 5.07. Fiscal Year: Budget. While the Seres 2008 A Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be operated
and maintained on a Fiscal Year basis commencing on July | of each year and ending on the
following June 30, which period shall also constitute the budget year for the operation and
maintenance of the System. Not later than 30 days prior to the beginning of each Fiscal Year, the
Issuer agrees to adopt the Annual Budget for the ensuing year, and no expenditures for operation
and maintenance expenses of the System in excess of the Annual Budget shall be made during
such Fiscal Year unless unanimously authorized and directed by the Governing Body. Copies of
each Annual Budget shall be delivered to the Purchaser by the beginning of each Fiscal Year.

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

Section 5.08. Compensation of Members of Goverming 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 Gross 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 5.09. Books and Records; Audits. The Issuer will keep books and
records of the System, which shall be separate and apart from all other books, records and
accounts of the Issuer, in which complete and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at all reasonable times to mnspect the
System and all records, accounts and data of the [ssuer relating thereto.
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The Issuer shall, at least once a year, cause said books, records and accounts of
the System to be properly audited by an mdependent 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 5.10. Maintenance of System. The Issuer covenants that it wiil
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 2008 A Bonds are outstanding.

Section 5.11. No Competition. To the extent legally allowable, the [ssuer will
not permit competition with the Systemn 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 o1 within the territory served by the System.
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ARTICLE VI

RATES, ETC.

Section 6.01.  Imitial 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 Water Rate Ordinance of the
Issuer dated May 6, 2008 as amended by Recommended Decision of the Public Service
Commission dated September 22, 2008 in Case No. 08-0940-W-MA.

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 Systern nor any of the facilities; and in the event that the Issuer or any
department, agency, officer or employee thereof should avail itseif 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 custorner for the same preinises.
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ARTICLE VII

TAX COVENANTS

Section 7.01.  Tax Covenants. The Issuer hereby further covenants and agrees
as follows:

A PRIVATE BUSINESS USE LIMITATION. The Issuer shall assure that
(1) not in excess of 10% of the Net Proceeds of the Series 2008 A Bonds are used for Private
Business Use if, in addition, the payment of more than 10% of the principal or 10% of the interest
due on the Series 2008 A Bonds during the term thereof is, under the terms of the
Series 2008 A Bonds or any underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for a Private Business Use or in payments in respect of
property used or to be used for a Private Business Use or is to be derived from payinents, whether
or pot to the Issuer, in respect of property or borrowed money used or to be used for a Private
Business Use; and (if) and that, in the event that both (A) in éxcess of 5% of the Net Proceeds of
the Series 2008 A Bonds are used for a Private Business Use, and (B) an amount in excess of 5%
of the principal or 5% of the interest due on the Senes 2008 A Bonds during the term thereof is,
under the terms of the Series 2008 A Bonds or any underlying arrangeinent, directly or indirectly,
secured by any interest in property used or to be used for said Private Business Use or in
payments in respect of property used or to be used for said Private Business Use or is to be
derived from payments, whether or not to the Issuer, in respect of property or borrowed money
used or to be used for said Private Business Use, then said excess over said 5% of Net Proceeds
of the Series 2008 A Bonds used for a Private Business Use shall be used for a Private Business
Use related to the governmental use of the project, or if the Series 2008 A Bonds 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 that portion of the project to which such Private
Business Use is related. All of the foregoing shall be determined in accordance with the Code.

B. PRIVATE LOAN LIMITATION. The Issuer shall assure that not m
excess of the lesser of 5% of the Net Proceeds of the Series 2008 A Bonds or $5,000,000 are
used, directly or indirectly, to make or finance a loan (other than loans constituting Nonpurpose
Investments) to persons other than state or local govemment units.

C. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not take
any action or permit or suffer any action to be taken if the result of the same would be to cause
the Series 2008 A Bonds to be "federally guaranteed” within the meaning of Section 149(b) of the
Code.

D. INFORMATION RETURN. The Issuer will file all statements,
instruments and returns necessary to assure the tax-exempt status of the Series 2008 A Bonds and
the interest thereom, including without limitation, the information return required under
Section 149(e) of the Code.

E. FURTHER ACTIONS. The Issuer will take all actions that may be
required of it so thai the interest on the Series 2008 A Bonds will be and remain excludable from
gross income for federal income tax purposes, and will not take any actions, or fail to take any
actions which would adversely affect such exclusion.
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Section 7.02.  Arbitrage and Tax Exemption. The Issuer covenants that (i) it
shall not take, or permit or suffer to be taken, any action with respect to the gross or other
proceeds of the Series 2008 A Bonds which would cause the Series 2008 A Bonds to be an
"arbitrage bond" within the meaning of Section 148 of the Code, and (ii) it will take all actions
that may be required of it (including, without tmplied limitation, the timely filing of a Federal
information return with respect to the Series 2008 A Bonds) so that the interest on the Series 2008
A Bonds will be and remain excluded from gross income for Federal income tax purposes, and
will not take any actions which would adversely affect such exclusion.

Section 7.03.  Tax Certificate and Rebate. The Issuer shall deliver a certificate
of arbitrage, a tax certificate or other similar certificate to be prepared by nationally recognized
bond counsel or tax counsel relating to payment of arbitrage rebate and other tax matters as a
condition to issuance of the Series 2008 A Bonds. In addition, the Issuer covenants to cornply
with all Regulations from time to time in effect and applicable to the Series 2008 A Bonds as may
be necessary in order to fully comply with Section 148(f) of the Code, and covenants to take such
actions, and refrain from taking such actions, as may be necessary to fully comply with such
Section 148(f) of the Code and such Regulations, regardless of whether such actions may be
contrary to any of the provisions of this Bond Legislation.

The Issuer shall calculate, annually, the rebatable arbitrage, determined in
accordance with Section 148(f) of the Code. The Issuer shall pay, or cause to be paid, to the
United States, the rebatable arbitrage in accordance with Section 148(f) of the Code and such
Regulations. The Issuer shall remit payments to the United States in the time and 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. The Issuer and the Depository Bank (at the
expense of the Issuer) may provide for the employment of independent attorneys, accountants or
consultants compensated on such reasonable basis as the Issuer or the Depository Bank may deem
appropriate in order to assure compliance with this Section 7.03. The Issuer shall keep and retain,
or cause to be kept and retained, records of the deterrminations made pursuant to this Section 7.03
in accordance with the requirements of Section 148(f) of the Code and such Regulations.

Section 7.04. Small Issuer Exemption from Rebate of FExcess Investment
Eamings to the United States. In accordance with Section 148 (£)(4)(D)} of the Code, the Issuer
covenants that it is a governmental unit with general taxing powers; that no part of the Notes are
private activity bonds; that 95% or more of the Net Proceeds of the Notes are to be used for local
governmental activities of the Issuer (or of a governmental unit the jurisdiction of which is
entirely within the jurisdiction of the Issuer); and that the aggregate face amount of all the tax-
exempt obligations (other than private activity bonds) issued by the Issuer during the calendar
year in which the Notes are issued does not and will not exceed $5,000,000, determined in
accordance with Section 148()(4)(D) of the Code and the Regulations from time to time in effect
an applicable to the Notes. For purposes of the first paragraph of this Section and for purposes of
applying Section 148(£)(4)(D) of the Code, the Issuer and all entities which issue obligations on
behalf of the Issuer shall be treated as one issuer; all obligations issued by a governmental unit to
make loans to other governmental units with general taxing powers not subordinate to such unit
shall, for purposes of applying this first paragraph of this Section and Section 148(f)(4)(D) of the
Code, be treated as not issued by such unit; all obligations issued by a subordinate entity shall, for
purposes of applying this first paragraph of this Section and Section 148(f)(4)}(D) of the Code to
each other entity to which such entity is subordinate, be treated as issued by such other entity; and
an entity formed (or, to the extent provided by the Secretary, as set forth in the Code, availed of}
to avoid the purposes of such Section
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ARTICLE VIII

DEFAULT AND REMEDIES

Section 8.01. Events of Default. A. Fach of the following events shall
constitute an "Event of Default” with respect to the Series 2008 A Bonds:

1. If default occurs in the due and punctual payment of the principal of or
interest on the Series 2008 A Bonds; or

(A) If default occurs in the Issuer's observance of any of the covenants, agreements or
conditions on its part relating to the Series 2008 A Bonds set forth in this Bond Legislation, any
supplemental resolution, or in the Series 2008 A Bonds, and such default shall have continued for
a period of 30 days after the Issuer shall have been given written notice of such default by the
Paying Agent, Depository Bank, any other bank or banking association holding any fund or
account hereunder or a Holder of a Series 2008 A Bonds;

(B) 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

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

Section 8.02. Remedies. Upon the happening and continuance of any Event of
Default, the Registered Owner of the Series 2008 A Bonds may exercise any available remedy
and bring any appropriate action, suit or proceeding to enforce his or her rights and, in particular,
(i) bring suit for any unpaid principal or interest then due, (ii) by mandamus or other appropriate
proceeding enforce all rights of such Registered Owner including the right to require the Issuer to
perform its duties under the Act and the Bond Legislation relating thereto, including but not
limited to the making and collection of sufficient rates or charges for services rendered by the
System, (iii} bring suit upon the Series 2008 A Bonds, (iv) by action at law or bill in equity
require the Issuer to account as if it were the trustee of an express trust for the Registered Owner
of the Series 2008 A Bonds, and (v} by action or bill in equity enjoin any acts in violation of the
Bond Legislation with respect to the Series 2008 A Bonds, or the rights of such Registered
Owner.

No remedy by the terms of this Ordinance conferred upon or reserved to the
Bondholders is intended to be exclusive of any other remedy, but each and every such remedy
shall be cumulative and shall be in addition to any other remedy given to the Bondholders
hereunder or now or hereafter existing at law or by statute. All rights and remedies of the
Holders of the Series 2008 A Bonds shall be on a parity with those of the Holders of the Prior
Bonds.
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ARTICLE IX

DEFEASANCE

Section 9.01. Defeasance. If the Issuer shall pay or cause to be paid, or there
shall otherwise be paid, to the respective Holder of the Series 2008 A Bonds, the principal of and
interest due or to become due thereon, at the times and in the manner stipulated therein and in this
Bond Legislation, then this Bond Legislation and the pledge of Gross Revenues and other monies
and securties pledged under this Bond Legislation and all covenants, agreements and other
obligations of the Issuer to the Registered Owner of the Series 2008 A Bonds shall thereupon
cease, terminate and become void and be discharged and satisfied, except as may otherwise be
necessary to assure the exclusion of interest on the Series 2008 A Bonds from gross income for
federal income tax purposes.

The payment of the Series 2008 A Bonds with either monies in an amount which
shall be sufficient, or securities the principal of and the interest on which, when due, will provide
monies which, together with the monies, if any, deposited with the Paying Agent at the same or
earlier time, shall be sufficient, to pay as and when due the principal installments of and interest
on the Series 2008 A Bonds shall be deemed to have been paid within the meaning and with the
effect expressed in the first paragraph of this section. The Series 2008 A Bonds shall, prior to the
maturity thereof, be deemed to have been paid within the meaning and with the effect expressed
in the first paragraph of this section if there shall have been deposited with the Paying Agent,
either monies in an amount which shall be sufficient, or securities the principal of and the interest
on which, when due, will provide monies which, together with other monies, if any, deposited
with the Paying Agent at the same time, shall be sufficient to pay when due the principal
installments of and interest due and to become due on the Series 2008 A Bonds on and prior to
the maturity dates thereof, Neither securities nor monies deposited with the Paying Agent
pursuant to this section nor principal or interest payments on any such secunties shall be
withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the
principal installments of and interest on the Series 2008 A Bonds; provided, that any cash
received from such principal or inferest payments on such securities deposited with the Paying
Agent, if not then needed for such purpose, shall, to the extent practicable, be reinvested in
securities maturing at times and in amounts sufficient to pay when due the principal installments
of and interest to become due on the Series 2008 A Bonds on and prior to the maturity dates
thereof, and interest earmed from such reinvestments shall be paid over to the Issuer as received
by the Paying Agent, free and clear of any trust, lien or pledge. For the purpose of this section,
securities shall mean and include only Government Obligations.
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ARTICLE X

MISCELLANEOUS

Section 10.01. Amendment or Modification of Bond Legislation. This Bond
Legislation may not be amended or modified after final passage without the prior written consent
of the Registered Owner; provided, however, that this Bond Legislation may be amended without
the consent of the Registered Owner as may be necessary to assure the exclusion of interest on
the Series 2008 A Bonds from gross income of the Registered Owner for federal income tax

purposes.

Section 10.02. Ordinance Constitutes Contract:  The provisions of the
Ordinance shall constitute a contract between the Issuer and the Holders of the Bonds, and no
change, variation or alteration of any kind of the provisions of the Ordinance shall be made in any
manner, except as in this Ordinance provided.

Section 10.03. Severability_of Invalid Provisions. If any section, paragraph,
clause or provision of this Ordinance should be held invalid by any court of competent
jurisdiction, the invalidity of such section, paragraph, clause or provision shall not affect any of
the remaining provisions of this Ordinance, the Supplemental Resolution, or the Series 2008 A
Bonds.

Section 10.04. Table of Contents and Headings. The table of contents and
headings 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 10.05. Conflicting Provisions Repealed. All orders, indemtures, or
resolutions and or parts thereof in conflict with the provisions of this Ordinance are, to the extent
of such conflict, hereby repealed; provided that, in the event of any conflict between this
Ordinance and the Prior Ordinance, the Prior Ordinance shall control, unless less restrictive, so
long as the Prior Bonds are Outstanding.

* Section 10.06. Covenant of Due Procedure, Ete.  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 Ordinance do exist, have happened, have been performed
and have been taken in regular and due time, form and manner as required by and in full
compliance with the laws and Constitution of the State of West Virginia applicable thereto; and
that the Mayor, Recorder and members of the Governing Body were at all times when any actions
in conmection with this Ordinance occurred and are duly in office and duly qualified for such
office.

Section 10.07. Statutory Notice and Public Hearing. Upon adoption hereof, an
abstract of this Ordinance, determined by the Issuer to contain sufficient information as to give
notice of the contents hereof, shall be published once a week for two successive weeks within a
period of fourteen consecutive days, with at least six full days intervening between each
publication, in Morgan Messanger, a newspaper published and of general circulation in the Town
of Bath, together with a notice stating that this Ordinance has been adopted and that the Issuer
contemplates the issuance of the Bonds and that any person interested may appear before Council
upon a date certain, not less than 10 days subsequent to the date of the first publication of the said
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abstract and notice, and present protests, and that a certified copy of the Ordinance is on file in
the office of the Recorder for review by interested parties during the office hours of the Recorder.

At such hearing, all objections and suggestions shall be heard and Council shall
take such action as it shall deem proper in the premises.

Passed on First Reading: October 7, 2008
Passed on Second Reading: October 21, 2008
Passed on Final Reading

following Public Hearing: November 3, 2008

Section 10.08. Effective Date. This Ordinance shali take effect immediately
upon adoption.

[Remainder of Page Intentionally Blank]
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Adopted this 3rd of November, 2008.

Mayor

\9%@1/, Ul 11—

35
CH4991876.1



CERTIFICATION

Certified a true copy of a2 Bond Ordinance duly adopted by the Council of the
Town of Bath on the 3rd day of November, 2008.

Date: November 5, 2008.

o Ml

Recorder

055550.00001
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TOWN OF BATH

Water Refunding Revenue Bonds, Series 2008 A

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING
AS TO DATE, MATURITY, INTEREST RATE
AND OTHER TERMS OF THE WATER
REFUNDING REVENUE BONDS,
SERIES 2008 A, OF THE TOWN OF BATH;
AUTHORIZING AND APPROVING THE SALE
AND DELIVERY OF SUCH BONDS TO THE
BRANCH BANKING AND TRUST COMPANY;
AND MAKING OTHER PROVISIONS AS TO
THE BONDS.

WHEREAS, the Council (the "Governing Body") of the Town of Bath
(the "Issuer") has duly and officially adopted an ordinance on November 3, 2008 (the "Bond
Ordinance"), entitled:

ORDINANCE AUTHORIZING THE
REFUNDING OF THE WATER REVENUE
REFUNDING AND IMPROVEMENT BONDS,
SERIES 1997 OF THE TOWN OF BATH
THROUGH THE ISSUANCE BY THE TOWN
OF NOT MORE THAN §1,200,000 1IN
AGGREGATE PRINCIPAL AMOUNT OF
WATER REFUNDING REVENUE BONDS,
SERIES 2008 A; PROVIDING FOR THE
RIGHTS AND REMEDIES OF AND SECURITY
FOR THE HOLDER OF SUCH BONDS;
AUTHORIZING THE SALE AND PROVIDING
FOR THE TERMS AND PROVISIONS OF SUCH
BONDS AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

WHEREAS, the Bond Ordinance provides for the issuance of Water
Refunding Revenue Bonds, Series 2008 A, of the Issuer (the "Bonds" or the "Series 2008 A
Bonds"), in an aggregate principal amount of not more than $1,200,000, all in accordance
with Chapter 8, Article 19 of the West Virginia Code of 1931, as amended (the "Act™); and
in the Bond Ordinance, it is provided that the date, the maturity date, interest rate 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;
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WHEREAS, the Bonds are proposed to be purchased by the Branch
Banking and Trust Company, Charleston, West Virginia (the "Purchaser"), pursuant to the
terms of the commitment letter dated September 19, 2008, a copy of which is attached
hereto and made a part hereof (the “Commitment Letter”); and

WHEREAS, the Govemning Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution") be adopted and that the date, the
maturity date, the interest rate 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 TOWN OF BATH:

Section 1. Pursuant to the Bond Ordinance and the Act, this Supplemental
Resolution is adopted and there is hereby authorized and ordered to be issued the Water
Refunding Revenue Bonds, Series 2008 A, of the Issuer, originally represented by a single
Bond, numbered AR-1, in the principal amount of $1,091,000. The Series 2008 A Bonds
shall be dated November 5, 2008, shall mature on September 1, 2024 and shall bear interest
as follows;

A.  Interest on the Bonds shall be payable at a rate of 4,18% per
annum (hereinafter sometimes called the "Tax-Exempt Rate"). Interest shall
be computed on the basis of a year of 360 days, and 30 days in a month.

B. Notwithstanding any other provision herein, in the event the
interest on the Bonds is declared to be includible in gross income for federal
income tax purposes by the Intemnal Revenue Service ("Determination of
Taxability"), interest on the Bonds shall be payable at a rate of 6.19% per
annum (hereinafter sometimes called the "Taxable Rate"). Interest at the
Taxable Rate shall commence to accrue on the date of Determination of
Taxability and such interest rate shall be charged retroactively and
prospectively for all periods in which interest paid on the Bonds is asserted,
declared or determined to be includible in gross income for federal income tax
purposes, and shall continue until the entire principal of and interest on the
Bonds are paid, notwithstanding that the entire principal amount of the Bonds
may have been paid in full prior to the Determination of Taxability. © Any
interest being past due on the Bonds by reason of such increase shall become
immediately due and payable.

C, The Bond shall be payable in 189 monthly installments,
commencing January 1, 2009, and continuing on the first day of each month
thereafter to and including September 1, 2024. The monthly installments shall
consist of principal and interest and shall be as listed on the debt service
schedule attached hereto as Exhibit A.

D.  The Bond shall have a prepayment premium of 1%.
P



E. All payments received by the Paying Agent on account of this
Bond shall be applied first to payment of interest accrued on the Bond and
next to payment of principal of this Bond. If not sooner paid, the entire
principal amount of this Bond unpaid on September 1, 2024, together with all
accrued interest and any other sums due and owing upon this Bond shall be
due and payable on such date.

Section 2.  All other provisions relating to the Bonds and the text of the
Bonds shal] be in substantially the form provided in the Bond Ordinance.

Section 3.  The Issuer does hereby approve the terms of the Commitment
Letter dated September 19, 2008.

Section4. The Bonds shall be sold to the Branch Banking and Trust
Company, Charleston, West Virginia, and shall be registered in the name of such bank. The
price of the Bonds shall be 100% of par value, there being no interest accrued thereon.

Section 5.  The Issuer does hereby appoint and designate the Branch
Banking and Trust Company, Charleston, West Virginia, the Registrar for the Bonds.

Section 6.  The Issuer does hereby appoint and designate the Commission,
the Paying Agent for the Bonds.

Section 7. Series 2008 A Bonds Proceeds in the amount of $976,963.40 as
shown in Exhibit B attached hereto shall be deposited with the Commission to net pay the
entire oufstanding balance of and all accrued interest on the Issuer’s Water Revenue
Refunding and Improvement Bonds, Series 1997 A (the “Series 1997 A Bonds™) at Closing.

Section 8. The Series 1997 A Bonds were secured by a reserve account
pledged for the payment of and principal on the Series 1997 A Bonds, which account is held
at the Commission. The amount of $108,562 in the Series 1997 A Bonds Reserve Account
shall be deposited with the Commission as shown in Exhibit B attached hereto to net pay the
entire outstanding balance of and all accrued interest on the Issuver’s Water Revenue
Refunding and Improvement Bonds, Series 1997 A (the “Series 1997 A Bonds”) at Closing.

Section 9. The amount of $20,782.73 in the Series 1997 A Sinking Fund
shall be deposited with the Commission as shown in Exhibit B attached hereto to net pay the
entire outstanding balance of and all accrued interest on the Issuer’s Water Revenue
Refunding and Improvement Bonds, Series 1997 A (the “Series 1997 A Bonds”) at Closing.

Section 10. Series 2008 A Bonds Proceeds in the amount of $95,436.60 shall
be deposited with the Commission as shown in Exhibit B attached hereto to fund the Series
2008 A Bonds Reserve Account.

Section 11. Series 2008 Bond Proceeds shall be disbursed as shown on .the
Closing Statement attached hereto as Exhibit C.



Section 12. The payment of the Series 1997 A Bonds with the proceeds of
the Series 2008 A Bonds is in the public interest, serves a public purpose of the Issuer and
will promote health, welfare and safety of the residents of the Issuer.

Section 13. The Issuer hereby designates the Bonds as "qualified tax-exempt
obligations” within the meaning of Section 265(b)3)}B) of the Internal Revenue Code of
1986, as amended.

Section 14. The Mayor and Recorder are hereby authorized and directed to
execute and deliver the Bonds and such other documents and certificates required or
desirable in connection with the Bonds hereby and by the Bond Ordinance approved and
provided for, to the end that the Bonds may be delivered to the Purchaser on or about
November 5, 2008.

Section 15. This Supplemental Resolution shall be effective immediately
following adoption hereof.

[Remainder of Page Intentionally Blank]




Adopted this 3rd day of November, 2008.

TOWN OF BATH

Its: Mayor

By J/AQ/// Yk,



CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the
Council of TOWN OF BATH on the 3rd day of November, 2008,

Date: November 5, 2008

[SEAL]

Recorder



EXHIBIT A

Debt Service Schedule



Town of Bath, West Virginia

Series 2008, Water Revenue Refunding Bond

Compound Period ......... :
Nominal Annual Rate ... :

CASH FLOW DATA

Event ..

1 Loa

n

2 Payment

2009

10
11
12
13
14
15
16
17
18

Date .

11/05/2008
01/01/2009
02/01/2009
03/01/2009
04/01/2009
05/01/2009
06/01/2009
otals

07/01/2008
08/01/2009
09/01/2009
10/01/2009
11/01/2009
12/01/2009
01/01/2010
02/01/2010
03/01/2010
04/01/2010
05/01/2010
06/01/2010

2010 Totals

19
20
21
22
23
24
25
26
27
28
29

07/01/2010
08/01/2010
09/01/2010
10/01/2010
11/01/2010
12/01/2010
01/01/2011
02/01/2011
03/01/2011
04/01/2011
05/01/2011

10/30/2008 11:56:59 AM Page 1

Monthly
4.180 %
__Date Amount Number  Period End Date
11/05/2008 1,091,000.00 1
01/01/2008 7,913.16 189 Monthly  09/01/2024
AMORTIZATION SCHEDULE - Normal Amortization, 360 Day Year

Payment ~ Interest Principal . Balance

1,091,000.00
7,913.16 7,105.40 807.76 1,090,192.24
7,913.16 3,797.50 4,115.66 1,086,076.58
7,913.16 3,783.17 4,129.99 1,081,946.59
7,913.16 3,768.78 4,144.38 1,077.802.21
7,913.16 3,754 .34 4,158.82 1,073,643.39
7,913.16 3,739.86 4,173.30 1,069,470.09

47.478.96 25,949.05 21,528.91 .
7,913.16 3,725.32 4,187.84 1,065,282.25
7,913.16 3,710.73 4,202.43 1,061,079.82
7,913.16 3,696.09 4,217.07 1,056,862.75
7.913.16 3,681.41 4,231.75 1,052,631.00
7,913.16 3,666.66 4,246.50 1,048,384.50
7,913.16 3,651.87 4,261.29 1,044,123.21
7,913.16 3,637.03 4,276.13 1,039,847.08
7,913.16 3,622.13 4,291.03 1,035,556.05
7,913.16 3,607.19 4,305.97 1,031,250.08
7,913.16 3,592.19 4,320.97 1,026,929.11
791316 357714 4,336.02 1,022,593.09
7.913.16 3,562.03 4,351.13 1,018,241.96
94,957.92 43,729.79 51,228.13

7,913.16 3,546.88 4,366.28 1,013,875.68
7,913.16 3,531.67 4,381.49 1,009,494.19
7,913.16 3,516.40 4,396.76 1,005,097.43
7.913.16 3,501.09 4,412.07 1,000,685.36
7,913.16 3,485.72 4,427.44 996,257.92
7,913.16 3,470.30 4,442 86 991,815.06
7,913.16 3,454.82 4,458.34 987,356.72
7.913.16 3,439.29 4,473.87 982,882.85
7.913.16 3,423.71 4,489.45 978,393.40
7,913.16 3,408.07 4,505.09 973,888.31
7,913.16 3,392.38 4,520.78 969,367.53
7,913.16 3,376.63 4,536.53 964,831.00

30

06/01/2011



Town of Bath, West Virginia
Series 2008, Water Revenue Refunding Bond

2011 Totals

31
32
33
34
35
36
37
38
39
40
41
42

Date

07/01/2011
08/01/2011
09/01/2011
10/01/2011
11/01/2041
12/01/2011
01/01/2012
02/01/2012
03/01/2012

04/01/2012

05/01/2012
06/01/2012

2012 Totals

43
44
45
46
47
48
49
50
51
52
53
54

07/01/2012
08/01/2012
09/01/2012
10/01/2012
11/01/2012
12/01/2012
01/01/2013
02/01/2013
03/01/2013
04/01/2013
05/01/2013
06/01/2013

2013 Totals

55
56
57
58
58
60
61
62
63
64
65
66

07/01/2013
08/01/2013
09/01/2013
10/01/2013
11/01/2013
12/01/2013
01/01/2014
02/01/2014
03/01/2014
04/01/2014
05/01/2014
06/01/2014

2014 Totals

67
68
69
70

07/01/2014
08/01/2014
09/01/2014
10/01/2014

10/30/2008 11:56:59 AM Page 2

___Payment

94,957.92

7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7.913.16
7,913.16
7,913.16
7,913.16
7,913.16
94,957.92

7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
94,957.92

7,913.16
7,913.16
7,.913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7.913.16
94,957.92

7,913.16
7,913.16
7,913.16
7,813.16

41,546.96

3,360.83
3,344.97
3,329.06
3,313.09
3,257.07
3,280.99
3,264.85
3,248.66
3.232.41
3,216.11
3,199.75
3,183.33
39,271.12

3,166.85
3,150.32
3,133.73
3,117.08
3,100.37
3,083.61
3,066.79
3,049.91
3,032,96
3,015.97
2,998.91
2,981.79
36,898.29

2,964.61
2,947.37
2,930.08
2,912.72
2,895.30
2,877.82
2,860.28
2,842.68
2,825.02
2,807.30
2,789.51
2,771.66
34,424.35

2,753.75
2,735,78
2,717.75
2,699.65

- Principal
53,410.96

4,5652.33
4,568.19
4,584.10
4,600.07
4.616.08
4,632.17
4,648.31
4,664.50
4,680.75
4,697.05
4,713.41
4,729.83
55,686.80

4,746.31
4,762.84
4,779.43
4,796.08
4,812.79
4,829.55
4,846.37
4,863.25
4,880.20
4,897.1%
4,914.25
4,931.37
58,059.63

4,948 55
4,965.79
4,983.08
5,000.44
5,017.86
5,035.34
5,052.88
5,070.48
5,088.14
5,105.86
5,123.65
5,141.50
60,533.57

5,159.41
5,177.38
5,195.41
5,213.51

Balance

960,278.67
955,710.48
951,126.38
946,526.31
941,910.22
937,278.05
932,629.74
927,965.24
923,284 .45
918,587 .44
913,874.03
909,144.20

904,397.89
899,635.05
894,855.62
890,059.54
885,246.75
880,417.20
875,570.83
870,707.58
865,827.38
860,930.19
856,015.94
851,084.57

846,136.02
841,170.23
836,187.15
831,186.71
826,168.85
821;133.51
816,080.63
811,010.15
805,922.01
800,816.15
795,692.50
790,551.00

785,391.59
780,214.21
775,018.80
769,805.29




Town of Bath, West Virginia
Series 2008, Water Revenue Refunding Bond

10/30/2008 11:56:59 AM Page 3

i Date Payment interest
71 11/01/2014 7,913.16 2,681.49
72 12/01/2014 7,913.16 2,663.26
73 01/01/2015 7,813.16 2,644.98
74 02/01/2015 7,913.16 2,626.63
75 03/01/2015 7,913.16 2,608.21
76 04/01/2015 7,913.16 2,589.73
77 05/01/2015 7,913.16 2,571.19
78 06/01/2015 7,913.16 2,552.58

2015 Totals 94,957.92 31,845.00
79 07/01/2015 7,913.16 2,533.91
80 08/01/2015 7,913.16 2,515.17
81 09/01/2015 7,913.16 2,496.37
82 10/01/2015 7,913.16 2,477.50
83 11/01/2015 7,913.16 2,458.57
84 12/01/2015 7.913.16 2,439.57
85 01/01/2016 7,913.16 2,420.50
86 02/01/2016 7,913.16 2,401.37
87 03/01/2016 7.913.16 2,382.17
88 04/01/2016 7,913.16 2,362.90
89 05/01/2016 7,913.16 2,343.57
90 06/01/2016 7,913.16 2,324.17

2016 Totals 94,957.92 29,185.77
91 07/01/2016 7,913.16 2,304.70
92 08/01/2016 7.913.16 2,285.16
93 09/01/2016 7,913.16 2,265,56
94 10/01/2016 7,913.16 2,245.89
95 11/01/2016 7,913.16 2,226.14
96 12/01/2016 7,913.16 2,206.33
87 01/01/2017 7.913.16 2,186.46
98 02/01/2017 7,913.16 2,166.51
99 03/01/2017 7.913.16 2,146.49
100 04/01/2017 7,913.16 2,126.40.
101 05/01/2017 7,913.16 2,106.25
102 06/01/2017 7,913.16 2,086.02

2017 Totals 94,957.92 26,351.91
103 07/01/2017 7,913.16 2,065.72
104 08/01/2017 7,913.18 2,045.35
105 09/01/2017 7,913.16 2,024.91
106 10/01/2017 7,913.16 2,004.40
107 11/01/2017 7,913.16 1,983.82
108 12/01/2017 7,913.16 1,963.17
109 01/01/2018 7,913.16 1,942.44
110 02/01/2018 7,913.16 1,921.64
111 03/01/2018 7,913.16 1,900.77
112 04/01/2018 7,913.16 1,879.83

Principal Balance
5,231.67 764,573.62
5,249.90 759,323.72
5,268.18 754,055.54
5,286.53 748,769.01
5,304.95 743,464.06
5,323.43 738,140.63
5,341.97 732,798.66
5,360.58 727,438.08
63,112.92
5,379.25 722,058.83
5,397.99 716,660.84
5416.79 711,244.05
5,435.66 705,808.39
5,454.59 700,353.80
5,473.59 694,880.21
5,492.66 689,387.55
5511.79 683,875.76
5,530.99 678,344.77
5,550.26 672,794.51
5,569.59 667,224.92
5,588.99 661,635.93
65,802.15
5,608.46 656,027 .47
5,628.00 650,399.47
5,647.60 644,751.87
5.667.27 639,084.60
5,687.02 633,397.58
5,706.83 627,690.75
5,726.70 621,964.05
5,746.65 616,217.40
5,766.67 610,450.73
5,786.76 604,663.97
5,806.91 598,857.06
5,827.14 593,029.92
68,606.01
5,847 .44 587,182.48
5,867.81 581,314.67
5,888.25 575,426.42
5,908.76 569,517.66
5,929.34 563,588.32
5,949.99 557,638.33
5,970.72 551,667.61
5,991.52 545,676.09
6,012.39 539,663.70
6,033.33 533,630.37



Town of Bath, West Virginia
Series 2008, Water Revenue Refunding Bond

Date

113 05/01/2018

114

06/01/2018

2018 Totals

115
116
117
118
119
120
121
122

123 -

124
125
126

07/01/2018
08/01/2018
09/01/2018
10/01/2018
11/01/2018
12/01/2018
01/01/2019
02/01/2019
03/01/2019
04/01/2019
05/01/2019
06/01/2019

2019 Totals

127
128
129
130
131
132
133
134
135
136
137
138

07/01/2019
08/01/2019
08/01/2019
10/01/2019
11/01/2019
12/01/2019
01/01/2020
02/01/2020
03/01/2020
04/01/2020
05/01/2020
06/01/2020

2020 Totals

139
140
141
142
143
144
145
146
147
148
149
150

07/01/2020
08/01/2020
09/01/2020
10/01/2020
11/01/2020
12/01/2020
01/01/2021
02/01/2021
03/01/2021
04/01/2021
05/01/2021
06/01/2021

2021 Totais

151
152

07/01/2021
08/01/2021

Payment

7,913.16
7,913.16
94,957.92

7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7.913.16
7,913.16
7,913.16
7,913,16
7,913.16
7,913.16
94,957.92

7,913.16
7,913.16
7.913.16
7.913.16
7.913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
7,913.16
94,957.92

7,913.16
7.913.16
7,913.16
7.913.16
7,913.16
7,913.16
7.913.16
7,.913.16
7,913.16
7,913.16
7.913.16
7.913.16
94,957.92

7,913.16
7,913.16

10/30/2008 11:56:59 AM Page 4

Interest Principal Balance
1,858.81 6,054.35 527,576.02
1,837.72 6.075.44 521,500.58

23,428.58 71,529.34
1,816.56 6,096.60 515,403.98
1,795.32 6,117.84 509,286.14
1,774.01 6,139.15 503,146.99
1,752.63 6,160.53 496,986.46
1,731.17 6,181.99 490,804 .47
1,709.64 6,203.52 484,600.95
1,688.03 6,225.13 478,375.82
1,666.34 6,246.82 472,129.00
1,644 .58 6,268.58 465,860.42
1,622.75 6,290.41 459,570.01
1,600.84 6,312.32 453,257.69
1,5678.85 6,334.31 446,923.38
20,380.72 74,577.20
1,556.78 6,356.38 440,567.00
1,534 .64 6,378.52 434,188.48
1,512.42 6,400.74 427,787.74
1,490.13 6,423.03 421,364.71
1,467.75 6,445.41 414,919.30
1,445.30 6,467 .86 408,451.44
1,422.77 6,490.39 401,961.05
1,400.16 6,513.00 395,448.05
1,377.48 6,535.68 388,912.37
1,354.71 6,558.45 382,353.92
1,331.87 6,581.29 375,772.63
1,308.94 6,604.22 369,168.41
17,202.95 77,754 .97
1,285.94 6,627.22 362,541.19
1,262.85 6,650.31 355,890.88
1,239.69 6,673.47 349,217 .41
1,216.44 6,696.72 342,520.69
1,193.11 6,720.05 335,800.64
1,169,71 6,743.45 329,057.19
1,146,22 6,766.94 322,290.25
1,122.64 6,790.52 315,499.73
1,098.99 6,814.17 308,685.56
1,075.25 6,837.91 301,847.65
1,051.44 6.861.72 294,985.93
1,027.53 6,885.63 288,100.30
13,889.81 81,068.11
1,003.55 6.809.61 281,190.69
979.48 6,933.68 274,257 .01



Town of Bath, West Virginia
Series 2008, Water Revenue Refunding Bond

153
154
155
156
157
158
159
160
161
162

- 10/30/2008 11:56:59 AM -Page 5

Date

08/01/2021

10/01/2021
11/01/2021
12/01/2021
01/01/2022
02/01/2022
03/01/2022
04/01/2022
05/01/2022
06/01/2022

2022 Totals

163
164
169
166
167
168
169
170
171
172
173
174

07/01/2022

08/01/2022
09/01/2022
10/01/2022
11/01/2022
12/01/2022
01/01/2023
02/01/2023
03/01/2023
04/01/2023
05/01/2023
06/01/2023

2023 Totals

175
176
177
178
179
180
181
182
183
184
185
186

07/01/2023
08/01/2023
09/01/2023
10/01/2023
11/01/2023
12/01/2023
01/01/2024
02/01/2024
03/01/2024
04/01/2024
05/01/2024
06/01/2024

2024 Totals

187
188
189

07/01/2024
08/01/2024
09/01/2024

2025 Totals

Grand Totals

Payment Interest Principal
7.913.16 955.33 6,957.83
7.913.16 931.09 6,982.07
7.813.18 906.77 7.006.39
7,913.16 882.37 7,030.79
7,913.16 857.88 7,055.28
7.913.16 833.30 7,079.86
7,913.18 808.64 7,104.52
7.913.16 783.89 7,129.27
7,913.16 759.06 7,154.10
7,913.16 734.14 7,179.02
094,857.92 10,435.50 84,522.42
7,913.16 709,13 7,204.03
7,913,186 684.04 7.2289.12
7,913.16 658.85 7,254 .31
7,913.16 633.58 7,279.58
7.913.16 608.23 7,304 .93
7.913.16 582.78 7,330.38
7,913.18 557.25 7.355.91
7,913.16 531.63 7.381.53
7,913.16 505.91 7,407.25
7,913.16 480.11 7,433.05
7,913.16 454,22 7,458.94
7,913,168 428.24 7.484 92
94,957 .92 6,833.97 88,123.95
7,.9413.16 402.16 7.511.00
7,913.16 376.00 7.537.16
7,.913.16 349,75 7,563.41
7,913.16 323.40 7,589.76
7.913.16 296.96 7.616.20
7.913.16 270.43 7.642.73
7,913.16 243.81 7,669.35
7.913.16 217.10 7.696.06
7,913.16 190.29 7.722.87
7.913.16 163.39 7.749.77
7,913.16 136.39 7,776.77
7,913.16 109.30 7,803.86
94,957 .92 3,078.98 91,878.94
7,913.16 82.12 7.831.04
7,913.16 54.84 7,858.32
7,913.16 27.53 7.885.63
23,739.48 164.49 23,574.99
1,495,587.24 404,587.24 1,091,000.00

~__Balance

267,299.18
260,317.11
253,310.72
246,279.93
239,224 65
232,144.79
225,040.27
217,911.00
210,756.90
203,577.88

196,373.85
189,144.73
181,890.42
174,610.84
167,305.91
159,975.53
152,619.62
145,238.09
137,830.84
130,397.79
122,938.85
115,453.93

107,942.93
100,405.77
92,842.36
85,252.60
77,636.40
69,993.67
62,324.32

- 54,628.26

46,905.39
39,155.62
31,378.85
23,574.99 -

15,743.95
7,885.63
0.00



EXHIBIT B

Sources and Uses




Town of Bath

Water Revenue Refunding Bonds, Series 2008 A

A, COST OF PROJECT

1 Refunding Series 1997 A

Cutstanding Principal

~1.080.000.00

TOTAL

950,6855.27

1987 A
Beserve

108,562.00

Sinking Fund

1997 A

ST OF FINANCING

'6 Funded Reserve

95,436.60

95,436.60

73

tnterest (Sept 1 to Dec 1) 172.31/day 15,508.13 15,508.13 0.00 0.00!
Premium 1.0% 10,800.00 10,800.00 0.00 0.00

2 Accounting 650.00 650.00 0.00 0.004
3 Bank fee 2,950.00 2.850.00 0.00 0.00
4 Municipal Bond Commission Fee 1,812.58 0.00 0.00 1,812 58
5 TOTAL of Lines 1 through 4 1,111,720.71 980,563 108,562.00 22,595.31

URCES OFOTHER FUNDS

10 Federai Grants

7 Bond Counsel 15,000.00 15,000.00 0.00 0:00
8 Cost of Issuance {lines 6 through 7) 110,436.60 110,436.60 0.00 0.00
9 TOTAL PROJECT COST line 5 ptus line 8 1,222,157.311 1,001,000.00 108,562.00

11 State Grants

12 Any Other Source 1997 A Sinking Fund| _ 22.505.31 22,595 31
13 Any Other Source 1997 A reserve 108,562.00 108,562.00

14 TOTAL GRANTS Lines 10 through 13 131,157.31 0.00 108,562.00 22,505 31
15 Size of Bond Issue (line 9 minus Line 14) 1,081,000.00] 1,091,000.00 0.00 0.00;

Ew@»/ LSy

Town of Bath

November 3, 2008

Date




EXHIBIT C

Closing Statement



055550.00001

CH5002245.%

WITNESS our respective signatures dated as of the day and year first written above.

BRANCH BANKING AND TRUST COMPANY

ZM&’ %ﬂ

Its ! Kuthorized Officer

TOWN OF BATH

iy %m/ AT

Its Mayor




TOWN OF BATH

Water Refunding Revenue Bonds, Series 2008 A

DIRECTION TO AUTHENTICATE AND DELIVER BONDS

Branch Banking and Trust Company,
as Registrar
Charleston, West Virginia

Ladies and Gentlemen:

There are delivered to you herewith on this 5th day of November, 2008:

1. Bond No. AR-1, constituting the entire original issue of the Town of Bath Water
Refunding Revenue Bonds, Series 2008 A, dated November 5, 2008, in the principal amount of
$1,091,000 (the "Bonds"), executed by the Mayor and the Recorder of the Town of Bath (the "Issuer™)
and bearing the official seal of the Issuer. The Bonds are authorized to be issued under and pursuant to a
Bond Ordinance enacted by the Issuer on November 3, 2008, and a Supplemental Resolution adopted by
the Issuer on November 3, 2008 (collectively, the "Bond Legislation™).

2. A copy of the Bond Legislation duly certified by the Recorder.

3. A signed, unqualified approving opinion of nationally recognized bond counsel
designated by the Issuer and acceptable to the Purchaser.

4. A list of the names in which the Bonds are to be registered upon original
issuance, together with taxpayer identification and other information as requested by you.

You are hereby requested and authorized to authenticate, register and deliver the Bonds
to Branch Banking and Trust Company, Charleston, West Virginia, as the Purchaser thereof.

[Remainder of Page Intentionally Blank]

CHS5002255.1



Dated this as of the day and year first written above.

TOWN OF BATH

W [

ItS Mayor

055550.0000t

CH5002255.1



S TOWNOFBATH S ‘
WATER REFUNDING REVENUE BONDS SERIES 2008 A

T :'No AR 1 $1 091 ooo

KNOW ALL MEN BY THESE PRESENTS That on. thts the Sth day of S

'-Novc:nber 2008 the TOWN OF BATH a municipal ¢orporation and’ pchttcal subdivision of the ' - o | “ _' -
- “State of West Vugxma in Morcran ‘County of said State (the: "Issuer“) for value received, hereby -~ - o

~‘proniises to pay, soiely from the spec1a1 funds prowded therefor as heremafter set forth, to the SRR
-_orde1 of : o S

BRANCH BANKING AND TRU ST COMPANY

f.:or umstered assigns (the "Payee") the prrncrpaE sum of ONE MILLION NINETY ONE_;
- :.'__'THOUSAND DOLLARS ($1 091 000) plus interest as foliows ' : L P

o A “ Interest O thls Bond shail be payable at a rate of 4. 38% per annum_‘,. o
o (heremaﬁex sometimes called the "Tax-Exempt Rate") Intere&.t shali be computed e
o on the ba51s ofa yeaz of360 days and 30 days in a month - '

f B Noththstandrng any other prowsaon herern qn the event the mterest on- _' o
~7 ihis Bond is .declared to be mcludibie in._.gross-income, for federal mcome tax o
e fpurposes by the Inte1 nal Revenue Service. ("Determinatlon of Taxablhty"), 1nterest-': R
-+ "on-this:Bond shall be payable at a rate of 6.19%. per annum (hereinafter sometimes .~~~ -+
: "_-caHed the “Taxabie Rate”) Intercst at the Taxable Rate shall.commence to acerie. R
“on. the: date, of Determination of Taxability and such rnterest rate shall be’ charged R B
pieb ;retroactwety and piospectwely for all periods:in: whrch mterest pazd on this Bond i R

1 asserted, declared or determined 10 be includible in gross income for federal tncome‘f Sl

© . tax purposes, and. shall continue ‘until the entire prmc;pal of ‘and interest on-this™ .

.7 Bond are -paid, notw1thstandmg that the entire pnnclpal amount of this Bond miay STl

S V-have been patd in full prior to the Detenmnatton of Taxability. Any interest being. SR

- past due on.this Bond by reason of such increase shalE become 1mmed1ateiy due and. ST
Co {._payab%e : : TR : : SN -

A Ci l"hxs Bond shali be payable in 189, rnstal}ments commencmg on the Ist day. "

SRR of January, 2009 and on the1st day of each. month thereafter, to and mciudmgf. ERE R

e Septembet 1,2024.. The monthiy installments shall consist of prrncrpai and interest .
[ __as llstcd on. the attached debt servace ScheduEe attached hereto as. EXH]BIT A '

. " D g H payments tecewed by the Paymg Agent on account of the Bond shaif - B iy : T
R be applred ﬁtst to. payment of mterest accrued on the Bond and next to payment of S R | R

" -lprsncrpai of the Borid. If not sooner paid, the entire; prmcrpal amount of this: Bond-- ",

f " linpaid.on. Septembet 1,2024 together w1th all accrued interest and any other sums- ey iy S

' _'l.'due and owing upon f thlS Bond sha!l be due and payable on such date




The pr tnenpa% of. and mterest on. thrs Bond is payable in any coin or eurrency L

Inch on the date of payment ‘thereof is legaE tender for the payment of-public and privaie debts:

ot West Virglnla (the “Paymg Agent”) i

EiE _- isohedeied payment date with 4 1.0 % P € payment preimum

aws of the_IUmted States of America; at; the office of the West Virglnaa Mummpal Bond_ g N ;
is ‘Bond ‘is subject to_prepayment of the prmcrpai balance ‘in "whole on a'- IR

.Thzs B_ :d is 1ssued to (1} refund the Issuer 5 Water Revenue Refundmg and.,';-' SRR

ke zL"Impsovemeni Bonds Serlcs 1997 A; (11) fundmg the Series 2008 A Bonds Reserve Account; and

(i) to pay. costs” of i issuance and: reiated costs. “The' éxisting pub!rc Waterworks facilities of the.

".'=_'3]ssu01 and any: further add[tlons improvements or extensrons thereto are herein called the_;'r': v

y "System This. Bond is Issued under the ‘authority of and in full compl:ance with the Constttutlon. er
-7 and ‘stattes oF the Stnte ot WestV;rglnla meludmg partreu}ariy Chapter 8, Artrcie 19 of the_-,'. )

o -,West szumm Code of 193] as-amended (the "Act"Y; arid a Ordinance duty adopted by the Issuer =

8 :-';- . on November 3, 2008, and a SuppEementa! Resolution, duly adopted by the {ssuer on November. - '- a
3, 2006 (LUHCCUVBI}", the "Bond Leg;s atlon") and. is sub_]ect to ai] the terms and conditions o '

L theaeot

THE PRENCiPAL OF AND INTEREST ON THIS BOND lS PAYABLE ONLY'

i 'FROM AM) SECURED ‘BY A PLEDGE OF THE GROSS REVENUES TO BE DERIVED "

" FROM THL OPERATION OF THE SYSTEM, ON A PARITY WITH RESPECT TO LIENS,

" PLEDGE AND SOURCE-OF AND SECURITY FOR PAYMENT. WITH THE ISSUER’S (1) ot _-
" WATER REVENUE- BONDS; SERIES 2006 A (WEST VIRGINIA® DWTRF.PROGRAM), - .
- 'DATED. AUGUST-'29;:2006, 1SSUED "IN 'THE ‘ORIGINAL 'AGGREGATE PRINCIPAL: '

" AMOUNTOFS$’

1,250,000 (THE “SERIES 2006 A BONDS™); (2) WATER REVENUE BONDS RS
20063 (WEST VIRGINIA INFRASTRUCTURE FUND), DATED AUGUST 29,:2006, .

3_';:5'_-_5.';_153 m “THE ORIGINAL: AGGREGATE PRINCIPAL_AMOUNT OF 1,237,000 (THE

o UVIRG N A

y -Ao'nsmutron‘ai 0T statutory prowswns or hmrtatlons or’ “shall the Issuer be,.‘ L
r_:the mierest hereou except from the source set forth above Under the- .

o i thereof. :

*',"',,Clmh,smo West Vn;:an;a as Regsstrar (the “Registrar”) by’ -the- régistered” owner, Oor. by its
“ aftorney: duly

lorney (%u%v authox__ ; ed in wntmg

06 B3:BONDS’ gE AND (3) WATER REVENUE BONDS SERJES 2002 A (WEST- F T
K RT PROGRAM) DATED DECEMBER 9; 2002 lSSUED IN THE ORIGINAL ° e ‘
' GGRLGA__ [' i’R}NCIPAL AMOUNT OF 81, 150 000 (THE “SERIESW _2002 ABONDS”)-"'V.‘-': S

ST Qubject to the 1egrsts atlon reqturements set forth herean this Bond is transferabie ;(
tras pzov cled in he Bond, Le;:;slatxon only upon the books of Branch Banking and Trust Company, R '

S authos ized in writing, upon the ‘surrender of th]s Bond together with a wntten e L IS
T '.':mstrumuu_o uansfel sat1shctory to the Bond Reglstral duiy executed by the regrstered owner or s e

SubJeu_ to such 1egtstratn0n requrrements thss Bond under the provrszon of the
the ‘quahtles and 1nc:dents of a negotzable 1nstrument under the Uniform'—-?‘"-‘




i h;s Bond is. he1eby des;onated a "quairﬁed tax~exe1npt oblagatron“ wrthm the"‘

i ..;i.’:me,}m,qu n ' LCUO;} 265([))(3)(13) ofthe lnternal Revenue Code of 1986 as arnended

e cond;imns md Inncs requned to exist; happen.and be performed plecedent to'and in the issuance
- of this Bendihave existed, have happened and have been performed. in. due. time, form.and -
_{mannei oy uqued by iaw, ‘and that the amount of this Bond together with-all other obhgatlons
.of the Issuer ‘does not exeeed. any: limit: prescr:bed by the. Constrtutton or statutes of the State of -
o West Virgini und:that i sufficient amount of the Gross Revenues of the System has been piedged SR
Cootoand rH bL se[ asrde by the Issuer for the prompt payment of the pnnc;pal of and ihterest. on,. G

iy ;:;’_this s(mci

T IS HEREBY CERT}FIED RECiTED AND' DECLARED that aiI acts ; o

L Ali provlsrons of the Bond Leg!slatlon resofut;ons and statutes under wh:ch th;s SOy
. -Bond is dssued nhail be deemed to be a part of the contraet evrdenced by this’ Bond to the same. e

: ;.exiunj 15 i 1Ln tu N2 hezem

1 !ns Bond sha!l not be val;d or obhgatory uniess authent:cated and reglstered by‘ |

e _the Heuist Ed% by the execution of the Regtstrars Certafcate of Authentlcatlon and Registratron SRR TR

o attatheoi ere o and mcmporated heaem '

©* [Remainder of Page Intentionally Blank]




iN WITNI*SS WHEREOF the TOWN OF BATH has caused thls Bond to be i -

"'s M fayor -and its ‘corporate. seal to be hereunto; affixed hercon and attested by Its c S

s gmd

: 'Reco; du mﬂi has. caused tiz:s Bond to be dated the day and year ﬁrst wrttten above e el . S S

“Recoider




- CERTIFICATE OF. AtjfﬁENTICATIO?I.\I AND ﬁEGIS_TRATION

: _ cert:fy that thas Bond s descubed in the w;thm~ment1oned B_ond
Leglsla‘aon and.has bee duiy 1egxstered in the name of the regtstered owner set forth above Do

Date-“"”November 5 2008

g *’-BRANCH BANKI‘\TG AND TRUST COMPANY
-i;__ as. Regxstrar L T




EXHIBIT N L

- Debt Service Schedule . 1




TDwn of, Bath West Vlrgln

Serles 2008 Water Revenue Refundmg Bond

-..:i:Compound Penod i

S Nominai Annual Rate :

_;.'._CASH FLOW DATA __

. 10/30/2008 11:5659AM Page 1

. Z"._..Monthly T R

4 180 %_ﬂ; : . R

- :1 “Loan __..'_11105/2008
2 Payment

Lo

;AMORT!ZATiON SCHEDULE Normai Amortlzation 360 Day Year

'.11/05/2_008;'_ RREESE
01/01/2009
-02/01/2008 ]
03/01/2009 -« -0
- 04{01/2009. -
05/01/2009 " = -
; 06!0’1!2009"{ SiEe
2009 Totais --

_Payment

emsema

0710112000 L

- 08/01/2009
09/01/2008
+-10/01/2009 . -
1410472009
- 12/01/2009 s
01012010
- 02/01/2010 L
0310172010 v
L 04/01/2010 %
7 05/01/2040
06/01/2010

! ?."_07;01/201 0 h e
0 08/01/2010 - .
1 0910-1/201-_01 i
©22.10/01/20100 ¢
23 °11/01/2010
;,12/0112010_
26 °02/01/2011
703012011 0

Amount |

- ‘Number

T enabme

X 01/01/2009 -

T, 913 ‘IG i
7913160
791316
791346
LT7.913.160
T, 91316;.{‘:;??--
4747896_,

57 913 16

791346 0
'=7-913 167
7913460
791346
S07.913160
SUT91316.0 0 s
C7,913460 L
7913146
17,91316°
7,91316 0
7.,913.16:0 ;-5
94 957 92‘

'791316;_":-'"_ Gi
353167
-3,516.40
3,501.09 .
3,480,721
.+3,470.30. 0
3454 82

791316
7913480

7913146
07,9136
C791316 0
7913460
791816 -
L T913460 0

1 091 000,00
.7__91,_3_ '16 SRR

l“nterest

740540
379750
378347
3,768.78 - il
3,754.34
3.739.86 -
25 949 05_", o

_. "3 725 320
13710730 L
©3,69609- -
03,68141
'3,666.66
;. 3;65.1,8'7 FRTERS ERTR 0
3,637.03 . 4,2
113,62213 0
360719 7 e
- 4,32097 0
- :.__;4 336.02 "
4,351.13

. ;_3’59'_2.;'_1'9 T
357714 -
3,562.03°
43 729, 79_'::

3 545 33_'. 3 I

. 3,439.29
.13,42371
43,408.07
3,392.38
- 3,37683

_ Period:

e ey

osozs

Balance o

_'PrinCipaE_, -

| ':_4,1.87,84 :

”.4 305.97 ﬁi

439676
. 4,412.07

445834

448945

. 4.505.09

- 807760
C 411566 .
412999 -
©4,144.38
4;,_4 15882, -
417330

420243
< 421707
4231750

.';'.‘4 366.08
4238149 .

4a27as .
. 4,442.86° ST
. 987,356.72 .

.982,882.85 . 1
'978,393.40
.973,888.31
£.969,367.53 -1

452078 . SR
. 964,831.00. o

4,536.53 o

A, 091 00000
1, 090_1,922.4'
1,086,076.58° -
108194659
1,077.802.21 .
1,073,643.39 .
| 1,069,470.09

21,520,901 -

-1,061,079.82°
1,056,86275 1 .
©1,052,631.00
71,048,384.50 .
104442321
. 1,039,847.08
+1,035,556.056
©.1,031,250.08
1,026,929.11 oo
1,022,593.09 . -
1,018,241.96 - o
51 22843 0o

101387588
1,009,494.19

-1,005,097.43

71,000,685.36 - -
. 996,257:92 . .

1991, 815.06




Town of Bath Wes Vlrgm

S 0/30/2008 115659AM Page 2 -

Serles 2008 Wate; Revenue Refundmg Bond

9 , -.:.D;ét:é' __:_;_._:_I_F_’_g_yﬁ[rngnt
i _-_7"9'4 95’-7'—‘9"2 =

RRETEC) -__07/01/201 RO
S .32.08/01/2011
33.08/00/201
Co34 AR0AR0TT
Cinigsed 1/01/201 1~ e T

S In36 120017200
3T _-_01101/201 9ot
380210120170

S 39.03/01/2012 -

40 C04/1zh
A1 -05/01/’01 .

42 08/01/2042

2012 Tota!s

: .:_1-43_=_ ’07/01/“
4B A0yt
AT _11/01/4 2
Do 4B 1210112 o* SR
490 owmm i
.,‘-:4'.:'1!5‘1__‘._ !

B2

7 913 16_.';_.45‘-' -
7813460 0
7918160
CURT91816
791316 -
791316
o fgrate
79186
79136 0
7913460
10n07,913.16 ':;
94 957 92 Sl

PITIEE 7,_9_13.1 6_ S
79134600
ST 7913460
-7.91316 S i
w1 7,9134600
7513480 %
7,913, 16 -
9'4_ 957.92.

7 91 3 1 6'--{_, : :i'j i
791316
7.81316 7
COSU7,91846 T
ST 993160
T3 A6
791346
79137460
7913460
7043180
LT791398 0
:;*94 957 92

T g13 16-.-‘}?";'5! o
107913460

- Interest -
$41,546:96

+3,360.83
5 3,344.97 0

13,329.08
3,313.09" -
8,297.07 i
0 3,28099 .
- 3,264.85. .
3,248.66 .- .
3,23241
S3,216.11 0
.3,199.75.
-'3,183.33 ';_f S
39 271 120

753,‘!66;8_5 R

3,150.32

313373
S 3,417.08° Lo
1.3,100.37
: 3, 053 61 B SARES
3, 066 79, Sl
303296
:';".3’30;1-5 ;97'_-: i
©2,998.91 % ;-,;:.:
~2,981 79__
36 898 29 i

278951 L
L2,77166

34 424 35,5 __;.; ;rao 533 57 s,

s, 568.19.

oamaszt

T 4,796,081

488020

.2 964 61 R
294737
1+ 2,930.08.
©2,89530
2877820 vl

2,860.28 1
2,84268
.2,825.02 .
2,807.30.

5,00044 -

__..'2 753, 75' L
e 2 735. 778_-,'_ ; i

53 410 96

- f:'_4 552. 3. ‘
+.-955,710.48 :

- _:'4;600,07 U
4616.09 -

. 4,648, 31 B

4 680 750
. i'._:-i4 697 05 -
4729, 83
55 686 80' PR

. .899,635.05
0 894,855.62 .
. © - 1890,059.54
. 4,81279 ¢ , .
. 4,82955 . | 880,417.20
| 4,846.37

~4.86325 .

. 4,762.84

489719 1
491425
493137 0

404855
496579
4983.08°

5 017 86 PR

';f.5 052 88 .
©25,07048 . &
1.5,088.14 -
510586 -
5123865 -
514150 . .

; 5 159 4

shsiar

-1951,126.38
'946,526.31 L
©941,91022 e
937,278.05 . .
$932,629.74
©.-927,96524 .
- 923,28449.7
918, 587.44
913,874.03 - - -
.+ 909, 14420 T

'-904 397, 89 R

"1885.246};7'_5 ;_ L .:. L

..875,570.83 . T
~.1865,827.38 .
'860,93019-
-:856,015.94- -
..-851,084.57 . -
58 059 63: L e

84613602 . -
84147028 -
83618715
1-831,186.71 .. ¢ -
82113351 .-
816,080.63
81101045 .
1 805,922.01.
80081645 .
795.692.50 .
790,551, 00 -

785 39169 . .
5177.38 . 78021421 "

s h0775,018:.80. 0
76980529 7




. 10/30/2008 11:56:59 AM Page3 . .

Revénue-. Refundmg Bond

| :'",:._:'Payment_' interest'.

2015 Totai

:‘.79
g
83

e

CeT
'.._g' .89

201 6 Toh*

S : 103
S04
o106
106
R :-:-_[__(_37: B
C0108
110
Coomz:

ood@%%%gqo“

Y 00.% RS
101_..._;.5*
2017 Totﬂ

e R i o Bree BT RI o f e '*Q'..

-

(VT
O‘"ﬂ‘E/

CTR1346
791346
7,913.16 -

-5

1

7,018.46° - 2,166.51

-.j:7‘,-913..16.

0 1.942.44

o Te13 161’}:' 2 68149
17913460 0 2,663.260 0
S T913460 264498
LU7.91346 0 2,62663
7,913,116 0 2,60821
S 7913160 00 2,58973 0
7913 16,:7'5“? -'2"571 190
94 957 92 31 845 00 RIS PR .

| 7.91316 g, 53391 L
L 7,813460 251547 -
791346 o 249637 0
ST 7,913.460 . 2,477.50
791316 02,4585 L T
L7.91316 0 0 2,43057
781316 o 1242050
©7,91346.0 0 0 2,401.37
S UT913.46 02,3827 T
C7,913460 0 2,362,900
L7,913.16 12,343.57
LT 91316_..31{- 02,3247 ':.:.
R gﬂ %? 92 29, 15577

- 791316 ;.2304 70
7,813,160 . - 2,285:16 - oo
“7.91346 7226556 .

| 2,24589

1222614

S :2,206.33
07,01346° 0 218646

7.813146 2146149
o 12,1264,
7,913.16 '--=l%.”--f'-f_.2106 25 i
a13 16 .- 2 ,086:02
26 351 91-

__ S 52 06572 - 0.
204535
2, 004 407
71,983.82 -

o 1,96317 i

C192184
0190077
11,879.83 o

_princpal

Balance _i ST

5,286.53

530495
532343 -

0 555026 i
o '}_ 5,569.59 -
©'5,588.99
65 80215 . -

seosas

5,628.00

R 5 82714

5,249.90
' 5,268.18.

537925
541679

543566
545459
547359 0
549266

Y 647 60-7'- P
. 1-5,667.27
© 1 5,687.02
CUITIB706.83
5;_125;.7_0_- S
- 5,746.65° TR
B T66.67 0
5 786 75 S e
©.'5,806. 91

o 584744'5*,_
05,8678, 1
588825
705,908,76:1 -
15,929.34 0
. 75,049.99 .
L6,970.72
599152 -
. 6,012.39 -
6,03333 o

s 764 573 62‘ RN
0 759,32372.0. ¢

© . 754,055.54 -

o 748,769.01 ¢

o 743,464 06 B

738,14063 -

. 1.732,798.66 .
o T727,438.08 0

. 722,058.83 .. ..
.716,660.84 <
L T711,24405 o
©.705,80839 . -
~/700,353.80 . .
: '5.694 '880.21 SRR
- 689,387.55 .. -
- 683,875.76 - .

. B78,34477 -

CB72,794:51
667,224.92 .
+661,63593

SoUU656,027.47
.0.650,399.47.
- 644,751.87 0
639,084.60
633,397.58 -
L 0627,690.75.

- 621,964.05
O B16,217.40 .- 1
610,450.73 . -
:604,663.97 -
598,857.06

Lo .593,029.92

. 587,182:48 - -
581,314.67- © -
57542642 -
.- 569,517.66 . .
. 563,588:32 . ikl
. 557,638.33 .
- 551,66761 - .
. 545,676.09
1539,663.70 ..
533, 530 37 S



- Town of Bt
" Series 200 .. '

Vn’gima |
=r"Revenue Refundang Bond

40/30/2008 1155659 AM Paged

D

P¢ yment A

113 Of:
A 14 ¢
2018 Tota _

s 0
CoiMe 0o
SRR M A tGh)
118'1
R VA R R
122 0 20y
12300 Rl

12400

425 ¢
G

28
2019T0

: _' -_".12?'4. 1
128
129 (e
S F IO R
L85 G
36
_._:._;1__3_7_ o
1380
2020 TOtc :I N

Ca3e c ooy
L1400 200
S I - T '
L2142,
o ﬁ""_'=143’
cain :1_45"'- ?(
S48
147
448 (e T207
RN o S C
S B0
2021 Tot ’

791316']_, =
C7.913146 0
94 957 92_ =

_1.1_3 .16‘_};’ o
CL7,913.46
10791316
L T,018.16
LT41316
S T01316 0
791316
S7.91816 0
S7,913.16 0
©7,81316 0
94 957, 92

B .'7 913 16;_;.__1';'_;' -
791316
© 7913146
S 7‘9_13_16-'_
7913460
S 7,913.467 0
U T913016
791348

LTO1360
. 791316
791316

94 957.92

5 _f_7 915 16

7; 913 A6 .-
913 16 - R
*';17;913-1'6-_7-- T
791346
T T7,913460 0
791346
C7e13e

E Interest

. PrmCIpaI S ‘:'B_ai_'_an'ce

1,858.81
1,837.72
23 42858

-:31 816 56
5 1,:7‘74.‘01_ L
oAl
o 1,70964 0 : o
~11,688.03 - 16,2253
. 1,666.34
~.1,644,58
1,600.84:
157885 ;i
20 380 72 T

1,55_6.78

-1,53464 .
S 1,51242
©1,490.13° 7o
146775
C1,44530 0
© 1,422,770 0
1,400,160
37748 0
1,384.71 o 9
©1,331.87 - . 668129 .
130864 i
17 202 95

T :"1,..285_,94-

01,262.85
neiA ,23969 TR E
1,21644
119341
116971 1
414622 0
12284
1,008.99 %0
71,075.25 s
-1,051.44 71
-71,027.53
- 13,889 81;

| 1 003 55 c
: 979 48:: R

811784
8,139.15

- 6,26858 B
0 6,290.41

: T.i,-_'::. 6,69672 .. :

674345

686172

| .f -'6:',_054;._-35, Bt
607544 -
(7152934

B, 096.60

6,160.53 1
©6,181.99 -
-6,203.52" . - 4B4.¢
. 478,375.82
- 472,129.00
465,860.42

1 6,246.82° -

{f.j6 31232 .
6,334,310
7457720

--‘635638:-

.. .6,37852
640074 427,787
6,423.03 . - -421,364.71
644541 . 414,919.30
U 6467.86 L o
©.6,490.39
- $,513.00

. 434.188.48

6,53568
6,558.45 .0 .382,353.92
16,604.22
7? 75497

;6 627.00
- 6,650:31
8,67347
672005
676694
:6 790. 52 SRR

:6,814.17
6 837,91

688563
8106811

.:.6.90_9“_-@1 o ,;
693368 .

52757602 . .
052150058

. 51540398 .
.:509,286.14. -

| 49698646
490,804.47 -
- 484,600.95

45957001
1.453,257.69 - - -
44692338

S ?-440 567.00

A2778774

.40845144
401,961,058 L
395,448,051
'388,912,37. -« .

375772637
s, 16641

o -'362 541 19
- 355,890.88 . ..
‘34921741
- :342,520:69 . -
- .329,057.19 -
31549973 .
.1308,68556 -
.:301,84765° .
29498593 .
2ﬁ8;1'.00;3ﬂ. SRS

281,190. 69 -
orazsTor



Town ofE We \/lrgmia y
Serles 20& Watf, Revenue Refundmg Bond E

C 183 o 02021 7,914 16?'-- . 095533. 1 695783 .. 267,29918
ERIETHEE i
156 1. 01/202;
s 158 (- d
1588 ¢
oo 160
LBt 0
e

7,91316 - . 90677 ' 7,006.39 .. . 25331072

791316 80864 U 7,10452 . 22504027
791346 078389 - 7,12027 . 217,911.00

i g4 'm5,-7-’92 10 435 50 84 522 42' L o

'1163
R [
o "'::' _165':.'_ .
8B e
CUqeT Al

o168 i-f{
1890
170
.-.:::_._17} :
2023 Tot i

7,91316 . 63358 . 7,27958° . 174,610.84 -

791346 - o B5725. 0 . 7. 7,35591 v 152,619.62.

7913 6 . 4B4RRc 0 745894 . o 122,93885
7,913,716 ¢ 42824 0 UT,484.920 0 ;-;-..-11--5--,45_3_.9.3_

'171
| -__-.-:._‘-;_17 o

78136 27043 0 2T 642“73‘.;_.].~._-;1 °69,993.67
7,913,161 243.81

ULTeIR e 21740
7,913,168 ¢

TR ggﬁ 657, 02;-‘ 307898 9187894

/93\ 1B
C7913.6 e
7936
23 75348

23 574'99;"-':; |

7 91346 . 83109 L 6,982.07 1 0260,317.11

7,913.46 882370 . 7,030.79. i 24627993
7 91316 - . 857.88 . 7,055.28 . . 239,22465 - ..
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T Chase Tower, Eighth Floor Writer's Contact Information
STEPTOE &

OHNSON Charleston, WV 25326.1588
] ' LY (304) 353-8000  (304) 3538180 Fax

ATTORNEYS AT LAW www.steptoe-johnson.com

Town of Bath
Water Refunding Revenue Bonds, Series 2008 A

Town of Bath West Virginia Water Development
Berkeley Springs, West Virginia Authority
Charleston, West Virginia
Branch Banking and Trust Company
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by the Town of
Bath (the "Issuer") of its $1,091,000 Water Refunding Revenue Bonds, Series 2008 A (the
"Bonds"), dated the date hereof.

The Bonds are issued under the authority of and in full compliance with the
Constitution and statutes of the State of West Virginia, including particularty, Chapter 8,
Article 19 of the West Virginia Code of 1931, as amended (the "Act"), and a Bond Ordinance
duly enacted by the Issuer on November 3, 2008, as supplemented by a Supplemental Resolution
duly adopted by the Issuer on November 3, 2008 (collectively, the "Bond Legislation"), and are
subject to all the terms and conditions of the Bond Legislation. All capitalized terms used herein
and not otherwise defined herein shall have the same meanings set forth in the Bond Legislation
when used herein.

The Bonds are originally issued in the form of one bond, numbered AR-1, in fully
registered form and bear interest on the principal amount thereof at the rate of 4.18% per ‘annum,
payable in monthly installments of principal and interest as set forth therein.

The Bonds are subject to a 1% prepayment premium.

The Bonds are issued for the purposes of (i) refunding the Tssuer’s Water Revenue
Bonds, Series 1997 A; (ii) funding the Series 2008 A Bonds Reserve Account; and (iii) paying

COsis Of 1ssuance and reiated costs thereof.

The Bonds have been sold to Branch Banking and Trust Company, Charleston,
West Virginia (the "Purchaser"), pursuant to a commitment letter dated September 19, 2008.

We have examined the law and such certified proceedings and other papers as we
deem necessary to render this opinion. As to questions of fact material to our opinion, we have
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Town of Bath, et. al.
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relied upon representations of the Issuer contained in the Bond Legislation and in the certified
proceedings and other certifications of certain public officials furnished to us without
undertaking to verify the same by independent investigation,

In connection with the issuance of the Bonds, the Issuer has executed a Certificate
as to Arbitrage, dated as of the date hereof (the "Certificate as to Arbitrage"), which, among
other things, sets forth restrictions on the investment and expenditure of the Bond proceeds and
earnings thereon, to ensure that the arbitrage requirements of the Internai Revenue Code of 1986,
as amended, and regulations thereunder (collectively, the "Code"), necessary to establish and
maintain the excludability of interest on the Bonds from gross income for federal income tax
purposes, are and will continue to be met.

Based upon the foregoing, and assuming compliance with the covenants of the
Issuer set forth in the Bond Legislation and in certain certificates delivered in connection with
the issuance of the Bonds, we are of the opinion, under existing law, that:

L. The Issuer is a duly created and validly existing municipal corporation
under and pursuant to the laws of the State of West Virginia, with full power and authority to
enact the Bond Legislation and to issue and sell the Bonds, all under the provisions of the Act
and other applicable provisions of law. '

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

3. The Bonds have been duly authorized, issued, executed and delivered by
the Issuer to the Purchaser and are valid, legally enforceable and binding special obligations of
the Issuer, payable only from and secured by a lien on the Gross Revenues of the System, on a
parity with the Issuer’s outstanding Prior Bonds (as defined in the Bond Legislation), with
respect to liens, pledge and source of and security for payment.

4, Under existing laws, regulations, rulings and judicial decisions of the
United States of America, as presently written and applied, the interest on the Bonds {a)is
excludable from gross income of the owners thereof for federal income tax purposes pursuant to
Section 103 of the Internal Revenue Code of 1986, as amended and the regulations promulgated
thereunder (the "Code") and (b) is not an item of tax preference for purposes of the federal
alternative minimum tax imposed upon individuals and corporations under the Code. It should
be noted, however, that interest on the Bonds is included in the adjusted current earnings of
certain corporations for purposes of computing the alternative minimum tax that may be imposed
with respect to corporations. The opinions set forth above are subject to the condition that the
Issuer comply, on a continuing basis, with all requirements of the Code that must be satisfied
subsequent to issuance of the Bonds for interest thereon to be or continue to be excludable from
gross income for federal income tax purposes and all certifications, covenants and
representations which may affect the excludability from gross income of the interest on the
Bonds set forth in the Bond Legislation, and in certain certificates delivered in connection with
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Town of Bath, et. al.
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the issuance of the Bonds. Failure to comply with certain of such Code provisions or such
certifications, covenants and representations could cause the interest on the Bonds to be
includable in gross income retroactive to the date of issuance of the Bonds. We express no
opinion regarding other federal tax consequences arising with respect to the Bonds except as
expressly set forth in paragraphs 6 and 7.

5. Under the Act, the Bonds are exempt from all taxation by the State of
West Virginia or any county, municipality, political subdivision or agency thereof and the
interest on the Bonds is exempt from personal and corporate income taxes imposed directly
thereon by the State of West Virginia.

6. The Issuer has designated the Bonds as "qualified tax-exempt obligations"
for purposes of the Code, and has covenanted that it does not reasonably expect to issue more
than $10,000,000 of tax-exempt obligations (other than private activity bonds and obligations
issued to currently refund any obligation of the Issuer to the extent the amount of the refunding
obligation does not exceed the outstanding amount of the refunded obligations) during the
calendar year 2008. Therefore, the Bonds are "qualified tax-exempt obligations" within the
meaning of Section 265(b)(3)(B) of the Code.

7. The Issuer is a governmental unit and has general taxing powers; no
Bonds are private activity bonds; 95% or more of the net proceeds of the Bonds are to be used
for local governmental activities of the Issuer (or of a governmental unit the jurisdiction of which
is entirely within the jurisdiction of the Issuer); and the aggrepate face amount of all tax-exempt
bonds or obligations (other than private activity bonds) issued by the Issuer during the calendar
year 2008, the calendar year in which the Bonds are issued, is not reasonably expected to exceed
$5,000,000, determined in accordance with Section 148(f)(4)(D) of the Code. For purposes of
this paragraph and for purposes of applying such Section 148(f)(4)(D) of the Code, the Issuer
and all entities which issue obligations on behalf of the Issuer shall be treated as one issuer; all
obligations issued by a governmental unit to make loans to other governmental units with general
taxing powers not subordinate to such unit shall, for purposes of applying this paragraph and
Section 148(1)(4)(D) of the Code, be treated as not issued by such unit; all obligations issued by
a subordinate entity shall, for purposes of applying this paragraph and Section 148(f)(4)}(D) of
the Code to each other entity to which such entity is subordinate, be treated as issued by such
other entity; and an entity formed (or, to the extent provided by the Secretary, as set forth in the
Code, availed of) to avoid the purposes of such Section 148(£)(4)(D) of the Code and all other
entities benefitting thereby shall be treated as one issuer. Therefore, the Issuer qualifies for the
small governmental issuer exception to rebate.

8. The Issuer’s Water Revenue Refunding and Improvement Bonds, Series
1997 A, dated July 29, 1997 issued in the aggregate principal amount of $1,430,000 (the "Series
1997 A Bonds") has been paid within the meaning and with the effect expressed in the ordinance
authorizing the issuance of the Series 1997 A Bonds, and the covenants, agreements and other
obligations of the Issver to the holders and owners of the Series 1997 A Bonds has been satisfied
and discharged. In rendering the opinion set forth in this paragraph, we have relied upon the
Receipt and Release of the West Virginia Municipal Bond Commission to the sufficiency of the
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monies on deposit to provide for the payment of the principal of, interest on, and premium, if
any, of the Series 1997 A Bonds.

It is to be understood that the rights of the holders of the Bonds and the
enforceability of liens, pledges, rights or remedies with respect to the Bonds and the Bond
Legislation may be subject to and limited by any applicable bankruptcy, reorganization,
insolvency, moratorium or other similar laws heretofore or hereafter enacted affecting creditors'
rights or remedies generally, and that their enforcement may also be subject to the exercise of
judicial discretion in appropriate cases.

We have examined the executed and authenticated Bond No. AR-1 of said issue,
and in our opinion, said Bond is in proper form and has been duly executed and authenticated.

Very truly vours,

N@ﬁ?fDLCQ\

055550.0000t
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November 5, 2008

Town of Bath
Water Refunding Revenue Bonds, Series 2008 A

Town of Bath
Berkeley Springs, West Virginia

Branch Banking and Trust Company
Charleston, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

We are counsel to the Town of Bath, in Morgan County, West Virginia (the "Issuer"), in
connection with the issuance and sale of the above-captioned bonds (the "Bonds™). As such counsel, we
have reviewed copies of the commitment letter dated September 19, 2008, from Branch Banking and
Trust Company, Charleston, West Virginia (the "Purchaser"), the Bonds Ordinance of the Issuer duly
enacted November 3, 2008, as supplemented by the Supplemental Resolution of the Issuer duly adopted
November 3, 2008 (collectively, the "Ordinance"), and other documents refating to the Bonds, All
capitalized terms used herein and not otherwise defined herein shall have the same meanings set forth in
the Ordinance when used herein.

We are of the opinion that:

1. The Issuer has been duly created and is validiy existing as a municipal corporation
and political subdivision of the State of West Virginia,

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

3. The Ordinance has been duly adopted and enacted by the Issuer, is in full force and
effect as of the date hereof and constitutes a valid and binding obligation of the Issuer enforceable in
accordance with its terms.
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4. The execution and delivery of the Bonds and the consummation of the transactions
contemplated by the Bonds and the Ordinance, 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 ordinance, order, resolution, agreement or other instrument to which the Issuer is a party or any
existing law, regulation, court order or consent decree to which the Issuer is subject.

5. It is to be understood that the rights of the holders of the Bonds and the enforceabiiity
of liens, pledges, rights or remedies with respect to the Bonds and the Ordinance are subject to any
applicable bankruptcy, reorganization, insolvency. moratorium or other similar laws heretofore or
hereafter enacted affecting creditors' rights or remedies generally, and that their enforcement may also he
subject to the exercise of judicial discretion in appropriate cases.

6. The Issuer has received all permits, licenses, approvals, consents, exemptioné, orders,
certificates and authorizations required by law for the operation of the System.

7. 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
and the Ordinance, the operation of the System, the validity of the Bonds or pledge of the funds set forth
in the Ordinance.

Very truly yours,

053550.00001
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TOWN OF BATH

Water Refunding Revenue Bonds, Series 2008 A

GENERAL CERTIFICATE OF THE TOWN OF MILTON ON:

TERMS

NO LITIGATION

GOVERNMENTAL APPROVALS

PUBLICATION OF NOTICES

SALE, DELIVERY AND PAYMENT OF BONDS; SIGNATURES

CERTIFICATION OF DOCUMENTS

NO ADVERSE FINANCIAL CHANGE,; INDEBTEDNESS

MEETINGS, ETC.

INCUMBENCY AND OFFICIAL NAME

0. DESIGNATION OF REGISTRAR, DEPOSITORY BANK AND
PAYING AGENT

11. SPECIMEN BOND

12. CONFLICT OF INTEREST

13. RATES

i R AP Gl

We, the undersigned MAYOR and RECORDER of the Town of Bath (the "Issuer"),
hereby certify in connection with the Town of Bath Water Refunding Revenue Bonds, Series 2008 A (the
"Bonds"), dated the date hereof, as follows:

i TERMS: All capitalized words and terms used in this General Certificate and
not otherwise defined herein shall have the same meanings set forth in the Bonds Ordinance of the Issuer
duly enacted on November 3, 2008, as supplemented by a Supplemental Resolution duly adopted on
November 3, 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 and delivery of the Bonds,
nor in any way questioning the proceedings and authority by which the Issuer authorized the issuance and
sale of the Bonds nor in any manner affecting the validity or enforceability of the Bonds or the Bond
Legislation; nor in any manner questioning the valid existence of the Issuer or the authority or titles of the
Mayor, Recorder, members of the Council of the Issuer or members of the Municipal Utility Commission
to their respective offices; nor in any manner questioning any proceeding, procedure, action or thing
followed, taken or done in connection with the Bonds.

3. GOVERNMENTAL APPROVALS: All applicable and necessary approvals,
perm1ts licenses, orders, exemptions, consents, authorizations, registrations and certificates required by
law for the issuance of the Bonds and the operation of the System have been duly and timely obtained and
rernain in full force and effect.

1 3
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7. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There has been no
adverse change in the financial condition of the Issuer since the Purchaser offered to purchase the Bonds.
The Bonds shall be payable only from and secured by a lien on the Gross Revenues of the System (as
defined in the Bond Legislation), on a parity with the Issuer’s Prior Bonds (as hereinafter defined). The
Issuer has the following outstanding bonds which are secured by the revenues of the System: (i) Water
Revenne Bonds, Series 2006 A {West Virginia DWTRF Program), dated August 29, 2006, issued in the
original aggregate principal amount of $1,250,000 (the “Series 2006 A Bonds™); (if} Water Revenue
Bonds, Series 2006 B (West Virginia Infrastructure Fund), dated August 29, 2006, issued in the original
aggregate principal amount of $1,237,000 (the “Series 2006 B Bonds™); and (iii) Water Revenue Bonds,
Series 2002 A (West Virginia DWTRF Program), dated December 9, 2002, issued in the original
aggregate principal amount of $1,150,000 (the “Series 2002 A Bonds”) (collectively, the "Prior Bonds™).
The Series 2008 A Bonds shall be payable with respect to liens, pledge and source of and security for
payment from the Gross Revenues of the System on a parity with the Prior Bonds.

The Issuer is current on all Prior Bonds® payments and is in compliance with all
covenants and requirements of the Prior Ordinance,

. MEETINGS, ETC.: All actions, ordinances, resolutions, orders and agreements
taken by and entered into by or on behalf of the Issuer in any way connected with the issuance of the
Bonds were authorized or adopted at meetings of the Council of the Issuer duly and regularly called and
held pursuant to the Town Charter and Town Council Rules and Regulations and all applicable statutes,
including Chapter 6, Article A of the Official West Virginia Code of 1931, as amended, and a quorum of
duly elected or appointed, as applicable, qualified and acting members of the Council 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.

9. INCUMBENCY AND OFFICIAL NAME: The proper corporate title of the
Issuer is "Town of Bath” and it is a municipal corporation of the State of West Virginia, in Morgan
County of said state. The governing body of the Issuer is its Council consisting of a Mayor and five
councilmembers. The names and dates of commencement and termination of current terms of office of
the Mayor and councilmembers are as follows:

Date of : Date of
Commencement Termination
Name of Office of Office

Susan Webster, Mayor

Garnet Marsh, Recorder

Dale Lutman, Council Member
Nancy Harvey, Council Member
Kenneth Easton, Council Member
David Crosby, Council Member
Scott Merki, Counci} Member

July 1, 2007
July 1, 2007
July 1, 2007
July 1, 2007
July 1, 2007
July 1, 2007
July 1, 2007

June 30, 2009
June 30, 2009
June 30, 2009
June 30, 2009
June 30, 2009
June 30, 2009
June 30, 2009

The duly appointed and acting Counsel to the Issuer is Steptoe & Johnson, PLIC,
Charleston, West Virginia.

10. DESIGNATION OF REGISTRAR, DEPOSITORY BANK AND PAYING
AGENT: The Issuer hereby confirms the appointment of Branch Banking and Trust Company,
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Charleston, West Virginia, as Registrar and the West Virginia Municipal Bond Commission as Paying
Agent.

il. SPECIMEN Bond: Delivered concurrently herewith is a true and accurate
specimen of the Bond.

i2, CONFLICT OF INTEREST: No member, officer or emplovee 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 Bonds and/or the Bond Legislation, 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.

i3, RATES: The Issuer has, on May 6, 2008, enacted a water rate ordinance, as
amended by Recommended Decision of the West Virginia Public Service Commission dated September
22, 2008 in Case No. 08-0940-W-MA, the time for appeal of which has expired without successful
appeal, setting forth rates and charges which will be sufficient to provide revenues which will pay all
repair, operation and maintenance expenses of the System, all debt service payments on the Prior Bonds
and the Bonds and leave a balance each year equal to at least 115% of the maximum amount required in
any year for debt service on the Prior Bonds and the Bonds.

[Remainder of Page Intentionally Blank]
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WITNESS our signatures and the official corporate seal of the TOWN OF BATH on this
5th day of November, 2008,

[CORPORATE SEAL]

Signature Official Title

QQMCM /,,////é f QZG Mayor

055550.00001
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Bennett & Dobbins pLLC CARY K BENNELT MbACEA

CERTIFIED PUBLIC ACCOUNTANTS ZACHARY D. DOBBINS, CPA

317 Cleveland Avenue
Fairmont, WV 26554-1604
Telephone: (304) 366-4295  Fax: (304) 366-4311

November 5, 2008

Town of Bath
Water Refunding Revenue Bonds, Series 2008 A

Town of Bath
Berkeley Springs, West Virginia

West Virginia Water
Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

Based upon the rates and charges set forth in the water rate ordinance of the Town of
Bath (the “Issuer”), enacted May 6, 2008 as amended by Recommended Decision dated
September 22, 2008 by the Public Service of West Virginia in Case number 08-0940-W-MA,
attached hereto and incorporated herein as Exhibit A, and projected operation and maintenance
expenses and anticipated customer usage as furnished to us by the Issuer, it is my opinion that
such rates and charges will be sufficient to provide revenues which, together with other revenues of
the waterworks system (the "System”) of the Issuer, will pay all repair, operation and maintenance
expenses of the System and leave a balance each year equal to at least 115% of the maximum
amount required in any year for debt service on the Issuer's Water Refunding Revenue Bonds,
Series 2008 A (the "Bonds"), and all other obligations secured by or payable from the revenues of
the System, on a parity with the Bonds, including the Issuer's (i) Water Revenue Bonds, Series
2006 A (West Virginia DWTRF Program), dated August 29, 2006, issued in the original aggregate
principal amount of $1,250,000 (the “Series 2006 A Bonds”); (i) Water Revenue Bonds, Series
2006 B (West Virginia Infrastructure Fund), dated August 29, 2006, issued in the original aggregate
principal amount of $1,237,000 (the “Series 2006 B Bonds"); (iii) Water Revenue Bonds, Series
2002 A (West Virginia DWTRF Program), dated December 9, 2002, issued in the original aggregate
principal amount of $1,150,000 (the “Series 2002 A Bonds”) (collectively, the "Prior Bonds").

It is further my opinion that based upon the rates and charges set forth in Exhibit A
hereto, (i) the Net Revenues for the Fiscal Year following the year in which the Bonds are issued
will be at least 115% of the average annual debt service requirements on the Bonds and the Prior
Bonds and that (i) the Net Revenues actually derived from the System during any 12 consecutive
months, within the 18 months immediately preceding the date of the actual issuance of the Bonds,
plus the estimated average increased annual Net Revenues to be received in each of the 3
succeeding years after the completion of the improvements to be financed by the Bonds, are not
less than 115% of the largest aggregate amount that will mature and become due in any
succeeding fiscal year for the principal of and interest on the Bonds and the Prior Bonds.

Very truly yours,

Bennett & Dobtins FLLC

Bennett & Dobbins PLLC




TOWN OF BATH

Water Refunding Revenue Bonds, Series 2008 A

CERTIFICATE AS TO ARBITRAGE

, On this 5th day of November, 2008, the undersigned Mayor of the Town of Bath,
West Virginia (the "Issuer™), being the official of the Issuer charged with the responsibility for issuing the
above-referenced bonds (the "Bonds"} of the Issuer, and acting for the Issuer and in its name, hereby
certifies as follows with regard to the Bonds and use of the proceeds thereof, all capitalized terms used
herein and not otherwise defined herein to have the same meanings set forth in the Bonds Ordinance duly
enacted by the Issuer on November 3, 2008, as supplemented by a Supplemental Resolution duly adopted
by the Issuer on November 3, 2008 (collectively, the "Bond Legislation™):

1. This certificate is being executed and delivered pursuant to Section 148 of the
Internal Revenue Code of 1986, as amended, and the temporary and permanent regulations promulgated
thereunder or any predecessor thereto (collectively, the "Code"). I am the officer of the Issuer duly
charged 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,

2. This certificate may be relied upon as the certificate of the Issuer.

3. The Issuer has not been notified by the Internal Revenue Service of any listing or
proposed listing of it as an issuer that may not certify its obligations or the certification of which may not
be relied upon by holders of obligations of the Issuer or that there is any disqualification of the Issuer by
the Internal Revenue Service because a certification made by the Issuer contains a material
misrepresentation.

4. This certificate is based upon facts, circumstances, estimates and expectations of
the Issuer in existence on November 5, 2008, the date on which the Bonds are to be physically delivered
in exchange for more than a de minimus amount of the principal of the Bonds, and to the best of my
knowledge and belief, the expectations of the Issuer set forth herein are reasonable.

5. In the Bond Legislation pursuant to which the Bonds are issued, the Issuer has
covenanted to not take, or permit or suffer to be taken, any action with respect to the gross or other
proceeds of the Bonds which would cause the Bonds to be "arbitrage bonds" within the meaning of
Section 148 of the Code. The Issuer has, therefore, covenanted to not intentionally use any portion of the
proceeds of the Bonds to acquire higher yielding investments or to replace funds which were used directly
or indirectly to acquire higher yielding investments, except as otherwise allowed under Section 148 of the
Code. The Issuer, in the Bond Legislation, has further covenanted that it will take all actions that may be
required of it so that the interest on the Bonds will be and remain excluded from gross income for federal
income tax purposes, and will not take any actions which would adversely affect such exclusion.
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6. The Bonds were sold on November 5,2008, to Branch Banking and Trust
Company, Charleston, West Virginia (the "Purchaser™), for a purchase price of $1,091,000, being the par
value thereof, there being no interest accrued thereon.

7. The principal of the Bonds in the amount of $1,091,000 will be issued on the
Closing Date, for the purposes of (i) refunding the Issuer’s Water Revenue Refunding and Improvement
Bonds, Series 1997 A; (ii) funding the Series 2008 A Bonds Reserve Account; and (iii) paying costs of
issuance and related costs thereof.

8. All proceeds from the sale of the Bonds, together with any investment earnings
thereon, if any, wiil be expended for payment of such refunding the Series 1997 A Bonds and costs of
issuance of the Bonds on or before November 5, 2008.

G. Sources and uses of the proceeds of the Bonds are as follows:
SOURCES

Gross Proceeds of the Bonds $1,091,000.00
Series 1997 A Reserve Account 108,562.00
Series 1997 A Sinking Fund 22,595.31
Total Sources $1.222.157.31
USES

Refunding Series 1997 A Bonds $1,106,308.13
Fund Series 2008 A Bonds Reserve Account 95,436.60
Costs of Issuance 20,412.58
Total Uses $1,222.157.31

The costs of refunding the Series 1997 A Bonds, funding the Series 2008 A Bonds
Reserve Account and the costs of issuance of the Bonds is estimated to be at least equal to the gross
proceeds of the Bonds. Except for the proceeds of the Bonds, no other funds of the Issuer will be
available to meet such costs, which would constitute "replacement proceeds" within the meaning of Treas,
Reg. § 1.148-1(c), inasmuch as (i) the Issuer does not reasonably expect that the term of the Bonds is
longer than is reasonably necessary for the governmental purposes of the Issuer, (ii) the weighted average
maturity of the Bonds does not exceed 120% of the average expected economic life of the betterments
and improvements for the System, and (iii) there are no amounts that have a sufficiently direct nexus to
the Bonds or to the governmental purpose of the Bonds to conciude that the amounts would have been
used for that governmental purpose if the proceeds of the Bonds were not used or to be used for that
governmental purpose.

10. Pursuant to Article IV of the Bond Ordinance, the following special funds have
been created or continued relative to the Series 2008 A Bonds:

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

3 Series 2008 A Bonds Proceeds Fund,
4 Series 2008 A Bonds Sinking Fund; and
(5) Series 2008 A Bonds Reserve Account,

11. Pursuant to Article III of the Bond Ordinance, the proceeds of the Bonds will be
paid by the Issuer to the holder of the Series 1997 A Bonds. The remainder will be disbursed by the
Purchaser to pay costs of issuance of the Bonds and related costs.

Except for "preliminary expenditures" as defined in Treas. Reg. §1.150-2(f)(2), none of
the proceeds of the Bonds will be used to reimburse the Issuer for costs of operating and other expenses
of the System previously incurred and paid by the Issuer with its own or other funds.

12. Monies held in the Series 2008 A Bonds Sinking Fund and the Series 2008 A
Bonds Reserve Account will be used solely to pay the principal of and interest on the Bonds and will not
be available to meet costs of operating and other expenses of the System.

13. Except for the Series 2008 A Bonds Sinking Fund and the Series 2008 A Bonds
Reserve Account, there are no other funds or accounts established or held by the Issuer which are
reasonably expected to be used to pay the principal and interest on the Bonds, or which are pledged as
collateral for the Bonds and for which there is a reasonable assurance that amounts therein will be
available to pay debt service on the Bonds if the Issuer encounters financial difficulties. None of the
monies received from the Bonds will be deposited in any reserve or replacement fund.

14. Except for a reasonable temporary period until such proceeds are needed for the
purpose for which such Bonds were issued or as otherwise allowed, no portion of the proceeds of the
Bonds will be used, directly or indirectly, to acquire higher yielding investments, or to replace funds
which were used, directly or indirectly, to acquire higher yielding investments, all within the meaning of
Section 148 of the Code.

15. The Issuer will comply with the provisions of the Code, for which the effective
date precedes the date of delivery of its Bonds to the Purchaser.

16. All proceeds of the Bonds will be expended on payment of currently refunding
the Series 1997 A Bonds and costs of issuance within 3 months from the date of issuance thereof.

17. The amount designated as cost of issuance of the Bonds consists only of costs
which are directly related to and necessary for the issuance of the Bonds.

18. All property financed with the proceeds of the Bonds will be held for federal
income tax purposes by (or on behalf of) a qualified governmental unit.

19. No more than 10% of the 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. Less than 5%
of the proceeds of the Bonds have been or will be used to make or finance loans to any person who is not
a governmental unit. The covenants of the Issuer set forth above shall not, in any way, limit or restrict the
ability of the Issuer to pay the costs of design and other preliminary costs of the Project, specifically
including, but not limited to, engineering fees, from the proceeds of the Bonds.
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20. The original proceeds of the Bonds will not exceed the amount necessary for the
purposes of the issue.

21. The Issuer shall use the Bonds proceeds solely for currently refunding the Series
1997 A Bonds, funding the Series 2008 A Reserve Account and costs of issuance and the System is and
will be operated solely for a public purpose as a local governmental activity of the Issuer.

22, The Issuer shall not permit at any time or times any of the proceeds of the Bonds
or any other funds of the Issuer to be used directly or indirectly in a manner which would result in the
exclusion of the Bonds from treatment afforded by Section 103(a) of the Code by reason of classification
of the Bonds as "private activity bonds" within the meaning of the Code. The Issuer will take all actions
and refrain from taking such actions as shall be necessary to comply with the Code in order to ensure the
interest on the Bonds is excludable from gross income for federal income tax purposes.

23. The Bonds are not and will not be, in whole or in part, directly or indirectly,
federally guaranteed within the meaning of Section 149(b} of the Code.

24. The Issuer is a governmental unit and has general taxing powers; no Bonds are
private activity bonds; 95% or more of the net proceeds of the Bonds are to be used for local
governmental activities of the Issuer (or of a governmental unit the jurisdiction of which is entirely within
the jurisdiction of the Issuer); and the aggregate face amount of all tax-exempt bonds or obligations {other
than private activity bonds) issued by the Issuer during the calendar year 2008, the calendar year in which
the Bonds are issued, is not reasonably expected to exceed $5,000,000, determined in accordance with
Section 148(f)(4)XD) of the Code. For purposes of this paragraph and for purposes of applying such
Section 148(f)(4)(D) of the Code, the Issuer and all entities which issue obligations on behalf of the Issuer
shall be treated as one issuer; all obligations issued by a governmental unit to make loans to other
governmental units with general taxing powers not subordinate to such unit shall, for purposes of
applying this paragraph and Section 148(f)(4)(D) of the Code, be treated as not issued by such unit; all
obligations issued by a subordinate entity shall, for purposes of applying this paragraph and
Section 148(f)(4)(D) of the Code to each other entity to which such entity is subordinate, be treated as
issued by such other entity; and an entity formed (or, to the extent provided by the Secretary, as set forth
in the Code, availed of) to avoid the purposes of such Section 148(f)(4)D) of the Code and all other
entities benefitting thereby shall be treated as one issuer. Therefore, the Issuer qualifies for the small
governmental issuer exception to rebate.

25. The Issuer has retained the right to amend or supplement its authorizing
documents if such amendment or supplement is necessary to preserve the exclusion from gross income
for federal income tax purposes of the interest on the Bonds.

26. The Issuer shall comply with the yield restriction on the proceeds of the Bonds as
set forth in the Code.

27. 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 any of the Bonds and (c) will be paid out of substantially the same source of funds or will
have substantially the same claim to be paid out of substantially the same source of funds as any of the
Bonds.

28. The transactions contemplated herein do not represent an exploitation of the
difference between taxable and tax-exempt interest rates and the execution and delivery of the Bonds is

4
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not occurring sooner than otherwise necessary, nor are the Bonds in principal amounts greater than
otherwise necessary or to be outstanding longer than otherwise necessary.

29, The Issuer covenants and agrees to comply with the rebate requirements of the
Code if not exempted therefrom, and with all other requirements of the Code necessary, proper or
desirable to maintain the tax-exempt status of the Bonds.

30. The Issuer shall file Form 8038-G in a timely fashion with the Internal Revenue
Service.

31. On the basis of the foregoing, it is not expected that the proceeds of any of the
Bonds will be used in a manner that would cause any of the Bonds to be "arbitrage bonds" within the

meaning of Section 148 of the Code.

32. To the best of my knowledge, information and belief, there are no other facts,
estimates and circummstances which would materially change the expectations herein expressed.

33. Steptoe & Johnson PLLC is entitled to rely upon the representations,
expectations, covenants, certifications and statements contained herein in rendering its opinions regarding
the tax-exempt status of interest on the Bonds.

34. To the best of my knowledge, information and belief, the foregoing expectations

are reasonable.

{Remainder of Page Intentionally Blank]
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WITNESS my signature, dated as of the day and year first written above.

TOWN OF BATH
By: (\%@\/ %[;
Its: Mayor /
11.02.08
(55550.00001
6
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TOWN OF BATH

Water Refunding Revenue Bonds, Series 2008 A

CERTIFICATE OF REGISTRAR

Branch Banking and Trust Company, Charleston, West Virginia (the "Bank™), as
Registrar for the above-captioned Bonds (the "Bonds"), hereby certifies as follows, all capitalized terms
used herein to have the same meanings set forth in the Bond Ordinance of the Town of Bath (the "Issuer™)
enacted November 3, 2008, as supplemented by Supplemental Resolution duly adopted by the Issuer on
November 3, 2008 (collectively, the "Bond I egislation"):

1. The Bank is a state banking corporation duly organized, validly existing, and in
good standing under the laws of the State of West Virginia, may lawfully conduct business in
West Virginia, and is lawfully empowered, pursuant to such laws, to accept the duties and obligations
contemplated and as provided under the Bond Legislation and to serve in the capacity of Registrar under
the Bond Legislation.

2. The Bank has duly authorized, by all necessary action, the authentication of the
Bonds and the execution and delivery of this Certificate and the acceptance of all duties of Registrar
under the Bond Legislation, and any and all other documents and agreements as may be required to be
executed, delivered and received by the Bank in order to carry out, give effect to, and consummate the
transactions contemplated thereby.

3. The person indicated in paragraph 4 below was at the time of the authentication
of the Bonds, and is now, a duly elected, qualified and acting incumbent in his or her office; and, pursuant
to authorization from the Board of Directors of the Bank, such person, in his or her official capacity, was
and is authorized to authenticate the Bonds for and on behalf of the Bank.,

4, Appearing opposite the name and title of the person indicated below is a true and
correct specimen of his or her signature.

Name Title Signature
Russell R. Akers, I Assistant Vice President ’W P %@ r:4
5, The Bonds have been duly authenticated, registered and delivered to the

Purchaser, and the advance of the principal of the Bonds have been deposited as required by the Bond
Legislation.

| 11
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IN WITNESS WHEREOF, BRANCH BANKING AND TRUST COMPANY has caused
this Certificate to be executed by its duly authorized officer, this 5th day of November, 2008.

BRANCH BANKING AND TRUST COMPANY

By: Wﬁ Mx‘ﬁ

Its: A&ﬁ(’ihorized Officer

055550.00001
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TOWN OF BATH

Water Refunding Revenue Bonds, Series 2008 A

CERTIFICATE OF PURCHASER

BRANCH BANKING AND TRUST COMPANY, Charleston, West Virginia (the
"Purchaser”), as original purchaser from the Town of Bath (the "Issuer") of the above-captioned Bonds
(the "Bonds"), hereby certifies that we are purchasing the Bonds for our own portfolio and none of the
Bonds have been the subject of an initial offering to the public. We do not intend to divide the Bonds
purchased by us nor to resell or otherwise dispose of all or any part of the Bonds purchased by us, except
as permitted by law on a basis of full disclosure to any subsequent holder of the Bonds and subject to
applicable securities laws and regulations thereunder.

IN WITNESS WHEREOF, BRANCH BANKING AND TRUST COMPANY has caused
this Certificate to be executed by its duly authorized officer, this Sth day of November, 2008.

BRANCH BANKING AND TRUST COMPANY

By: W v /,@4:%

Its: Auﬁ}orized Officer

(155550.00001

12
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WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
1207 Quarrier Sireet

Suite 401 Date of Repont: 5-Nov-08
Charleston, WV 25301
{304) 558-3571 {See Reaverse for Instructions)
ISSUE: Town of Bath _
Water Refunding Revenue Bonds, Series 2008 A (Branch Banking and Trust Company)

ADDRESS: 271 Wilkes St., Suite A, Berkeley Springs, WV 25411 COUNTY: Morgan
PURPOSE OF ISSUE:

New Money:

Refunding: X REFUNDS ISSUE(S) DATED: 29-Jul-87
ISSUE DATE: 5-Nov-08 CLOSING DATE: 5-Nov-08
ISSUE AMOUNT. & 1,081,000 RATE: 4,18%
1ST DEBT SERVICE DUE: 1-Jan-09 18T PRINCIPAL DUE  1-Jan-09
15T DEBT SERVICE AMOUNT $7,913.16 PAYING AGENT: Mu_nicipal Bond Commission
BOND COUNSEL: UNDERWRITERS COUNSEL

Firm: Steptoe & Johnson PLLC Firm:

Contact John Stump, Esquire _ Contact:

Phone: {304) 353.8196 Phone;
CLOSING BANK: ESCROW TRUSTEE:

Bank; o Firm:

Contact: Contact:

Phone: By Phone:
KNOWLEDGEABLE ISSUER CONTACT OTHER:

Contact: Susan Webster Agency: Branch Banking and Trust Company

Position: Mayor

Phone: 304,258.1102 Contact: Russell R. Akers, [I

Position; AVP

Phone: 304.353.1635

DEPOSITS TO MBC AT CLOSE

By: X Wire Accrued [nterest: 3
Check Capitalized Interest; 5
X Reserve Account; $ 9543560
Other; $
REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee $
Check To Issuer $

IGT To Cons. Invest. Funt $

To Other: $

NOTES:  The Series 2008 A Bonds Reserve Account will be fully funded with bond proceeds

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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Commission is to act as fiscal agent. These are:

—

Formal notification that a new issue is outstanding.

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.

o

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 franscripts. If, at the time of closing, documents such as the ordinance and all supplements,
debt service schedules, and a specimen bond or photostat are available and submitted with this form, it will
greatly aid the Commission in the performance of its duties. These documents are needed to-set up the proper
accounts and to advise the issuer of monthly deposit requirements as far in advance of the first debt service as
possible.

It is not necessary to complete all items if they are not pertinent to your issue. Indicate the County of
the issuer. With PSDs that overlap more than one county, indicate the county of their business office.
Complete "Rate” only if the issue has only one rate. Please complete a separate form for each series of an
issue. Other important information can be recorded under "Notes."

Again, please submit this form on each new issue on the day of closing. If fund transfers into or out of
the Commission at closing are required, please submit this form before closing. If no significant facts change
by closing, no resubmission at closing is required. If, however, there are changes, please submit an updated
form, with changes noted, at closing.

If you should have any questions concerning this form, please call the Commission.

02.05.07
472140.00005
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Septernber 19, 2008

John C. Stump

Counsel

Steptoe and Johnson PLLC
PO Box 1588

Charleston, WV 25326

Dear Mr. Stump:

Branch Banking and Tru

Governmental Finance

501 Tennessee Avenue
Charleston, WV 25302
(304} 353-1635

Fax (304) 340-4702

st Company (“BB&T™) is pleased to offer this proposal for the financing

requested by the Town of Bath, West Virginia (“Town™).

(§))] Project: Water Revenue Refunding Bonds, Series 2008
2) Amount To Be Financed: up to $1,200,000.00
3 Interest Rates, Financing Terms and Corresponding Payments:
Maturity | Rate
September 1, 2024 4.18%

Payments shall be month

information on payments.

The interest rates stated
of the fmancing is contingent
condition of the property bein

Remuneration for our le
shall be $2,950.00. All applicab
premiums, costs of lawyers for
separately payable by the Tow
balance in whole on a scheduled

The stated interest rate
calendar year 2008 and that the
reserves the right to terminate
financing is not qualified tax-exe

g

statements for funding of this tran

ly in arrears, as requested. See the attached amortization schedule(s) for

above are valid for a closing not later than 30 days afier today. Closing
upon completing documentation acceptable to BB&T and upon the
acceptable to BB&T. We have reviewed vour most recent financial
saction.

gal expenses and other costs associated with this financing transaction
le taxes, surveys, permits, costs of environmental studies, title insurance
the Town and any other costs shall be the Town’s responsibility and
n. The financing documents shall allow prepayment of the principal
payment date with a 1% prepayment premium.

s assume that the Town expects to borrow less than $10,000,000 in
Town shall comply with IRS Code Sections 141, 148 and 149. BB&T
its interest in this bid or to negotiate a mutually acceptable rate if the
»mpt financing for the purpose of IRS Code Section 265(b)(3).

Branch Banking & Trust Co.



Financing Docaments:

G

It shall be the responsib

ility of the Town to retain and compensate counsel to appropriately

structure the revenue refunding hond according to West Virginia Statutes. BB&T shall also require the
Town’s Bond Counsel to provide an unqualified legal opinion. BB&T reserves the right to review the
bond documentation and it must be mutually accepted by BB&T and the Town.

6))

Security:

The financing shall be secured by a first lien on the gross revenues of the water treatment and
distribution system on parity with prior bonds issued to the Department of Environmental Protection. A

rate covenant shall be in place

to provide debt service coverage of 115% for all outstanding water

revenue bonds. There shall also be a debt service reserve fund in place, fully funded with one year of
debt service held by the West Virginia Municipal Bond Commission.

* * * * * *

BB&T appreciates the opportunity to make this financing proposal and requests to be notified

within five days of this proposal

BB&T shall have the ri
(whether or not this offer has pn
there is a material adverse ©
circumstances of which we are ¢
with the Town or if there is a ch3
of this financing to BB&T. W
transaction should we be the sucq

Please call me at (304)

hearing from you.

Sincerely,

BRANCH BANKING AND TRI

Rusgsell R. Akers, I

Vice President

Enclosure

should BB&T be the successful proposer.

oht to cancel this offer by notifying the Town of its election to do so
eviously been accepted by the Town) if at any time prior to the closing
hange in the Town’s financial condition, if we discover adverse
urrently unaware, if we are unable to agree on acceptable documentation
inge in Jaw (or proposed change in law) that changes the economic effect
e reserve the right to negotiate and/or terminate our interest in this
ressful proposer.

353-1635 with your questions and comments. We look forward to

JST COMPANY
-




Governmental Finance

50% Tennessee Avanue

Charleston, WV 25302
November 5, 2008 (304} 353-1635

Fax {304) 340-4702
Town of Bath
Water Refunding Revenue Bonds, Series 2008 A

Town of Bath
Berkeley Springs, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

The undersigned Russell R. Akers, II, Assistant Vice President of Branch Banking
and Trust Company, Charleston, West Virginia (the "Purchaser™), on behalf of the Purchaser in
connection with its purchase of $1,108,595 aggregate principal amount of the Water Refunding
Revenue Bonds, Series 2008 A (the "Bonds"), issued by the Town of Bath (the "Issuer") on the
date hereof, hereby makes the following representations and warranties to you that:

1. We have sufficient knowledge and experience in financial and business
matters, including purchase and ownership of municipal revenue obligations, to be able to
evaluate the risks and merits of the investment represented by our purchase of the Bonds, and our
net worth and available assets are such that we are able to bear the economic risk of our purchase
of the Bonds.

2. We understand that the entire principal of and interest on the Bonds are
payable by the Issuer solely from the Gross Revenues of the System (as defined in the Ordinance
of the Issuer enacted November 3, 2008), on a parity with the Issuer’s Prior Bonds; that the
Bonds are special and limited obligations of the Issuer and are not general obligations or secured
by any obligation or pledge of any monies received or to be received by the Issuer other than the
(Gross Revenues described above; that the Bonds do not now and shall never constitute an
indebtedness of the Issuer with in the meaning of any constitutional or statutory provision or
limitation, all as set forth in the Ordinance.

3. We understand that no official statement, prospectus, offering circular or
other offering staternent containing material information with respect to the Issuer or the Bonds
is being issued, that the Bonds are unrated, and that in due diligence, we have made our own
inquiry and analysis with respect to the Issuer, the Bonds and the security therefor, and other
material factors affecting the security for and payment of the Bonds, and are relying solely on
such inquiry and analysis in our purchase of the Bonds.

20
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4. We acknowledge that during the course of the transaction and prior to the
sale of the Bonds, we have requested or have had access to information, including financial
statements and other financial information, to which a reasonable investor would attach
significance in making investment decisions, and we have had the opportunity to ask questions
and receive answers from knowledgeable individuals concerning the Issuer, the Bonds and the
security therefor, so that as a reasonable investor, we have been able to make our decision to
purchase the Bonds. No such information requested by us has been denied to us.

5. Because of our experience in financial and business matters, we believe
that we are qualified to make the inquiry and analysis described in paragraph 3 and to understand
fully the documents and information described in paragraph 4.

6. We understand that the Bonds (a) are not being registered under the
Securities Act of 1933, as amended, and are not being registered or otherwise qualified for sale
under the "Blue Sky" laws and regulations of any state, (b) will not be listed on any stock or
other securities exchange, (c) will carry no rating from any rating service, and (d) may be resold
only to purchasers who meet the criteria set forth herein and who, as a condition to such
purchase, deliver an executed letter substantially in the form hereof to Steptoe & Johnson PLLC,
Charleston, West Virginia.

7. We have been informed by Steptoe & Johnson PLLC, bond counsel to the
Issuer, that the Internal Revenue Code of 1986, as amended (the "Code"), prescribes satisfaction
of several requirements in order that interest on the Bonds be and remain excludable from gross
income for federal income tax purposes, some of which apply after issuance of the Bonds, and
that noncompliance by the Issuer with certain of such requirements could cause interest on the
Bonds to be includable in gross income for federal income tax purposes and thus, subject to
federal income taxation retroactively to the date hereof. We have also been informed by Steptoe
& Johnson that under the Code, interest on obligations, such as the Bonds, which are not "private
activity bonds," are not an item of tax preference for purposes of the alternative minimum tax
imposed on individuals and corporations by Section 55 of the Code, but that a provision of the
Code which is applicable to corporations (as defined for federal income tax purposes), and which
would impose an alternative minimum tax on a portion of the excess of adjusted net book income
over pre-book alternative minimum taxable income, could subject part of the interest on the
Bonds received by corporations to such corporate alternative minimum tax.

8. We are purchasing the Bonds for investment in our own account and do
not intend to divide the Bonds purchased by us nor to resell or otherwise dispose of all or any
part of the Bonds purchased by us, except as permitted by law on a basis of full disclosure to any
subsequent holder of the Bonds and subject to applicable securities laws and regulations
thereunder.

9. The Bonds and the other certificates, opinions and documents delivered in

connection with the Bonds contain such terms and are in such form that are acceptable to the
Purchaser.

CH5001935.1



10.  We have had the opportunity to consult with and be advised by legal
counsel as to the significance of this letter and we have satisfied ourselves that the Bonds are a
lawful investment for us under all applicable laws.

Very truly yours,

BRANCH BANKING AND TRUST COMPANY

Authorized Officer

(55550.00001
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TOWN OF BATH
WATER REVENUE BONDS,

SERIES 2006 A (WEST VIRGINIA DWTRF PROGRAM) AND
SERIES 2006 B (WEST VIRGINIA INFRASTRUCTURE FUND)

Subject

BOND ORDINANCE
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D rdimance. 000 - 04

TOWN OF BATH

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE EXISTING PUBLIC WATERWORKS
SYSTEM OF THE TOWN OF BATIH AND THE FINANCING OF THE
COST THEREOF, NOT OTHERWISE PROVIDED, THROUGH THE
ISSUANCE BY THE TOWN OF NOT MORE THAN $1,250,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2006 A (WEST VIRGINIA DWTRF PROGRAM) AND NOT
MORE THAN $1,350,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2006. B (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED OWNERS OF
SUCH BONDS; AUTHORIZING EXECUTION AND DELIVERY OF ALL
DOCUMENTS RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING LOAN AGREEMENTS
RELATING TO SUCH BONDS; AUTHORIZING THE SALE AND
PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH BONDS;
STATING THE REASONABLE EXPECTATION OF THE COUNCIL OF
THE TOWN OF BATH TO REIMBURSE THE TOWN FOR CAPITAL
EXPENDITURES IN CONNECTION WITH THE DESIGN, ACQUISITION,
CONSTRUCTION AND EQUIPPING OF SUCH ADDITIONS,
BETTERMENTS AND IMPROVEMENTS PRIOR TO THE ISSUANCE OF
TAX-EXEMPT REVENUE BONDS, AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

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

ARTICLET

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Ordinance. This Ordinance (together with any

ordinance, order or resolution supplemental hereto or amendatory hereof, the "Bond
Legislation") is enacted pursuant to the provisions of Chapter 8, Article 19, Chapter 16,
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TOWN OF BATH

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE EXISTING PUBLIC WATERWORKS
SYSTEM OF THE TOWN OF BATH AND THE FINANCING OF THE
COST THEREOF. NOT OTHERWISE PROVIDED, THROUGH THE
ISSUANCE BY THE TOWN OF NOT MORE THAN $1,250,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2006 A (WEST VIRGINIA DWTRF PROGRAM) AND NOT
MORE THAN $1.350.000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED OWNERS OF
SUCH BONDS: AUTHORIZING EXECUTION AND DELIVERY OF ALL
DOCUMENTS RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING LOAN AGREEMENTS
RELATING TO SUCH BONDS; AUTHORIZING THE SALE AND
PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH BONDS;

STATING THE REASONABLE EXPECTATION OF THE COUNCIL OF
THE TOWN OF BATH TO REIMBURSE THE TOWN FOR CAPITAL
EXPENDITURES IN CONNECTION WITH THE DESIGN, ACQUISITION,
CONSTRUCTION AND EQUIPPING OF SUCH ADDITIONS,
BETTERMENTS AND IMPROVEMENTS PRIOR TO THE ISSUANCE OF
TAX-EXEMPT REVENUE BONDS; AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

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

ARTICLE 1

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authonity for this Ordinance. This Ordinance (together with any

ordinance, order or resolution supplemental hereto or amendatory hereof, the "Bond
Legislation") is enacted pursuant to the provisions of Chapter 8, Article 19, Chapter 16,
Article 13C and Chapter 31, Article 15A of the Code of West Virginia, 1931, as amended
(collectively, the "Act"), and other applicable provisions of law.
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Section. 1.02. Findings. [t is hereby found, determined and declared that:

A, The Town of Bath (the "Issuer") is a municipal corporation and political-
subdivision of the State of West Virginia in Morgan County of said State.

B. The Issuer presently owns and operates a public waterworks
system. However, it is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer that there be acquired and constructed certain additions, betterments
and improvements to the existing public waterworks system of the Issuer, consisting of
replacement of all existing 4" cast iron water lines new 6-inch and 8-inch PVC water lines,
involving the replacement of approximately 1,800 linear feet of 8-inch water lines, 13,500
linear feet of six-inch water lines and 800 linear feet of two-inch water lines, the replacement
of approximately 158 meter services, various gate valves and fire hydrants and trench repair
items, together with all appurtenant facilities, for the primary purpose of reducing the Issuer’s
current water loss (collectively, the "Project”), which constitute properties necessary,
appropriate, useful, convenient or incidental in connection with or to a water supply system
(the existing public waterworks system of the Issuer, the Project and any further additions,
betterments and improvements are herein called the "System"), in accordance with the plans
and specifications prepared by the Consulting Engineers, which plans and specifications have
heretofore been filed with the Recorder of the Issuer.

C. The Issuer intends to permanently finance a portion of the
costs of acquisition and construction of the Project through the issuance of its revenue bonds
to the West Virginia Water Development Authority (the " Authority"), in connection with the
West Virginia Drinking Water Treatment Revolving Fund and the West Virginia
Infrastructure Fund pursuant to the Act.

D. it is deemed necessary for the Issuer to issue its Water Revenue Bonds
in the total aggregate principal amount of not more than $2,600,000 in two series
(collectively, the “Series 2006 Bonds™), being the Water Revenue Bonds, Series 2006 A
(West Virginia DWTRF Program), in the aggregate principal amount of not more than
$1,250,000 (the "Series 2006 A Bonds"), and the Water Revenue Bonds, Series 2006 B
(West Virginia Infrastructure Fund), in the aggregate principal amount of not more than
$1,350,000 (the “Series 2006 B Bonds™), to permanently finance a portion of the costs of
acquisition and construction of the Project. The remaining costs of the Project shall be
funded from the sources set forth in Section 2.01 hereof. Said costs shall be deemed to
include the cost of all property rights, easements and franchises deemed necessary or
convenient therefor; interest upon the Series 2006 Bonds prior to and during acquisition or
construction of the Project and for a period not exceeding 6 months after completion of
acquisition and construction of the Project; amounts which may be deposited in the Reserve
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Accounts (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, including the
Administrative. Fee (as hereinafter defined), discount, initial fees for the services of
registrars, paying agents, depositories or trustees or other costs in connection with the sale
of the Series 2006 Bonds and such other expenses as may be necessary or incidental to the
financing herein authorized, the acquisition or construction of the Project and the placing of
same in operation, and the performance of the things herein required or permitted, in
connection with any thereof, provided, that reimbursement to the Issuer for any amounts
expended by it for allowable costs prior to the issuance of the Series 2006 Bonds or the
repayment of indebtedness incurred by the Issuer for such purposes shall be deemed Costs
of the Project, as hereinafter defined.

E. The period of usefulness of the System after completion of the Project
1s not less than 4 years.

F. It is in the best interests of the Issuer that its Series 2006 A Bonds
be sold to the Authority pursuant to the terms and provisions of a loan agreement by and
between the Issuer and the Authority, on behalf of the West Virginia Bureau for Public
Health (the “BPH™), and its Series 2006 B Bonds be sold to the Authority pursuant to the
terms and provisions of a loan agreement by and between the Issuer and the Authonty, on
behalf of the West Virginia Infrastructure and Jobs Development Council (the “Infrastructure
Council™), both loan agreements in form satisfactory to the respective parties (collectively,
the “Loan Agreement™), 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 2006 Bonds as to liens, pledge and source of and secunty for
payment, being the (1) Water Revenue Refunding and Improvement Bonds, Series 19974,
dated July 15, 1997, issued in the original aggregate principal amount of $1,430,000 (the
“Series 1997 A Bonds”); and (2) Water Revenue Bonds, Series 2002 A (West Virginia
DWTRF Program), dated December 9, 2002, issued in the original principal amount of
$1,150,000 (the “Series 2002 A Bonds”). The Series 1997 A Bonds and the Series 2002 A
Bonds are hereinafter collectively called the “Prior Bonds.”

The Series 2006 Bonds shall be issued on a parity with the Prior Bonds, with
respect to liens, pledge and source of and security for payment and in all other respects. Prior
to the issuance of the Series 2006 Bonds, the Issuer will obtain (i) a certificate of an
Independent Certified Public Accountant stating that the coverage and parity tests ofthe Prior
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Bonds are met; and (ii) the written consent of the Registered Owners of the Series 2002 A
Bonds to the issuance of the Series 2006 Bonds on a parity with the Series 2002 A Bonds.
No consent is required from the Registered Owners of the Series 1997 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 estimated revenues to be derived in each year after completion
of the Project from the operation of the System will be sufficient to pay all Operating
Expenses of the System, the principal of and interest, if any, on the Series 2006 Bonds and
all funds and accounts and other payments provided for herein.

L The Issuer has complied with all requirements of West Virginia law and
the Loan Agreement relating to authorization of the acquisition, construction and operation
of the Project and the System, and the issuance of the Series 2006 Bonds, or will have so
complied prior to issuance of any thereof, including, among other things, the approval of the
Project and the financing thereof by the Infrastructure Council and obtaining of a certificate
of public convenience and necessity from the Public Service Commission of West Virginia
(the “PSC™) by final order, the time for rehearing and appeal of which will either have
expired prior to the issuance of the Series 2006 Bonds or such final order will not be subject
to appeal.

: J. The Project has been reviewed and determined to be technically and
financially feasible by the Infrastructure Council as required under Chapter 31, Article 15A
of the Code of West Virginia, 1931, as amended.

K.  The Town reasonably expects to reimburse 1itself for certain capital
expenditures made in connection with the design, acquisition, construction and equipping of
the Project, such capital expenditures to be undertaken or incurred prior to the execution and
delivery of the Bonds, from the proceeds of the Bonds, which are reasonably expected to be
executed and delivered within 18 months from the later of (1) the expenditure for payment
of said costs or (ii) placing of the Project in service.

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

“Act” means, collectively, Chapter 8, Article 19, Chapter 16, Article [3C
and Chapter 31, Article 15A of the Code of West Virginia, 1931, as amended and in effect
on the date of enactment hereof.

“Administrative Fee™ means any administrative fee required to be paid
under the Loan Agreement for the Series 2006 A Bonds.

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

“Authorized Officer” means the Mayor of the Issuer, or any other officer of the
Issuer specifically designated by resolution of the Governing Body.

“Bond Legislation,” “Ordinance,” “Bond Ordinance” or “Local Act” means
this Bond Ordinance and all ordipances, orders and resolutions supplemental hereto or
amendatory hereof.

“Bond Registrar” means the bank or other entity to be designated as such in the
Supplemental Resolution and its successors and assigns.

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

“Bonds” means, collectively, the Series 2006 Bonds, the Prior Bonds and,

where appropriate, any bonds on a parity therewith subsequently authorized to be issued
hereunder or by another ordinance of the Issuer.

MO4 36625 § 5



“BPH™ means the West Virginia Bureau for Public Health, a division of the
West Virginia Department of Health and Human Resources, or any other agency, board or
department of the State that succeeds the function of the BPH.

“Closing Date” means the date upon which there is an exchange of the
Series 2006 Bonds for all or a portion of the proceeds of the Series 2006 Bonds from the
Authority.

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

“Costs” or “Costs of the Project” means those costs described in Section 1.02
D hereof to be a part of the costs of acquisition and construction of the Project.

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

“DWTRF Regulations” means the regulations for the West Virginia DWTRF
Program set forth in Title 64, Part 49 of the West Virginia Code of State Regulations.

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

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

“Governing Body” means the Council of the Issuer, as it may now or hereafter
be constituted.
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“Government Obligations™ means direct obligations of, or obligations the
timely payment of the principal of and interest on which is guaranteed by, the United States
of America.

“Gross revenues” means the aggregate gross operating and non-operating
Revenues of the system, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and
reasonable provision for uncollectible accounts; provided that, “gross revenues™ does not
include any gains from the sale or other disposition of, or from any increase in the value of,
capital assets (including qualified investments, as hereinafter defined) or any tap fees (as
hereinafter defined).

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

“Independent Certified Public Accountant” 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.

“Infrastructure 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 Infrastructure Council.

“Investment Property” means

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

(B) any obligation,

(C) any annuity contract,

(D) any investment-type property, or

(E) in the case of a bond other than a private activity bond, any residential

rental property for family units which is not located within the jurisdiction of the Issuer and
which is not acquired to implement a court ordered or approved housing desegregation plan.
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Except as provided in the following sentence, the term “Investment
Property” does not include any tax-exempt bond. Withrespecttoan issue other than an issue
a part of which is a specified private activity bond (as defined in section 57(a)}(5)(C) of the
Code), the term “Investment Property” includes a specified private activity bond (as so
defined).

“Issuer” means the Town of Bath, a municipal corporation and political
subdivision of the State of West Virginia, in Morgan County, West Virginia, and, unless the
context clearly indicates otherwise, includes the Governing Body of the Issuer.

“Loan Agreement” means, collectively, the Loan A greement heretofore
entered, or to be entered, into by and between the Issuer and the Authonity, on behalf of the
BPH, providing for the purchase of the Series 2006 A Bonds from the Issuer by the
Authority, and the Loan Agreement heretofore entered, or to be entered, into by and between
the Issuer and the Authority, on behalf of the Infrastructure Council, providing for the
purchase of the Series 2006 B Bonds from the Issuer by the Authority, the forms of which
shall be approved, and the execution and delivery by the Issuer authorized and directed or
ratified, by the Supplemental Resolution.

“Mayor” means the Mayor of the Issuer.

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

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

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

“QOperating 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, the Administrative Fee, fees and
expenses of the Authority, the BPH, fiscal agents, the Depository Bank, the Registrar and
Paying Agent (all as hereinafter defined), other than those capitalized as part of the Costs,
payments to pension or retirement funds, taxes and such other reasonable operating costs and
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expenses as should normally and regularly be included under generally accepted accounting
principles; provided, that "Operating Expenses” does not include payments on account of the
principal of or redemption premium, if any, or interest on the Bonds, charges for
depreciation, losses from the sale or other disposition of, or from any decrease in the value
of, capital assets, amortization of debt discount or such miscellaneous deductions as are
applicable to prior accounting periods.

“Outstanding” when used with reference to Bonds and as of
any particular date, describes all Bonds theretofore and thereupon being authenticated and
delivered, except (i) any Bond canceled by the Bond Registrar or Registrar for Prior Bonds,
at or prior to said date; (ii) any Bond for the payment of which moneys, equal to its principal
amount and redemption premium, if applicable, with interest to the date of maturity or
redemption shall be in trust hereunder, and set aside for such payment (whether upon or prior
to maturity); (iii) any Bond deemed to have been paid as provided in Article X hereof;
(iv) any Prior Bond deemed to have been paid; and (v) for purposes of consents, notices or
other action by a specified percentage of Registered Owners, any Bonds registered to the
[ssuer.

“Parity Bonds™ means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.07 hereof.

“Paying Agent” means the Commission or other entity designated as such for
the Series 2006 Bonds in the Supplemental Resolution.

“Prior Bonds” means, collectively, the Issuer’s (1) Water Revenue Refunding
and Improvement Bonds, Series 1997 A, dated July 15, 1997, issued in the original principal
amount of $1,430,000; and (2) Water Revenue Bonds, Series 2002 A (West Virginia
DWTRF Program), dated December 9, 2002, issued in the original principal amount of
$1,150,000.

| “prior Ordinance’” means, collectively, the ordinance of the lssuer enacted July
7. 1997, the Supplemental Resolution of the Issuer adopted July 17, 1997, the ordinance of
the Issuer enacted October 21, 2002, and the Supplemental Resolution of the Issuer adopted
November 19, 2002, authorizing the Prior Bonds.

“Private Business Use” means use (directly or indirectly) in a trade or business
carried on by any person other than a governmental unit; provided that, use as a member of

the general public shall not be taken into account, all as determined by the Code.

“Project” means the Project as described in Section 1.02B hereof.
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“PSC™ means the Public Service Commission of West Virginia and any
successor to the functions thereof.

- “PSC Order” means, collectively, the final order or orders of the
PSC, granting the Issuer a certificate of convenience and necessity to construct the Project
and approving the financing for the Project.

“Qualified Investments” means and includes any of the following:
(a) Govermment 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 C ooperatives; Federal Intermediate Credit Banks;
Federal Home Loan Bank Systern; Export-Import Bank of the United States; Federal Land
Banks: Gevernment National Morigage 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, shall be secured by a pledge of Government Obligations, provided, that said
Government Obligations pledged either must mature as nearly as practicable coincident with
the maturity of said time accounts or must be replaced or increased so that the market value
thereof is always at least equal to the principal amount of said time accounts;

() Money market funds or similar funds whose only 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
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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 Turther 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 Investment Management Board pursuant to Chapter 12, Article 6 of the Code of -
West Virginia, 1931, as amended; and

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

“Recorder’ means the Clerk or the Recorder of the Issuer.

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

“Registrar’” means the Bond Registrar.

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

“Renewal and Replacement Fund” means the Renewal and Replacement
Fund created by the Prior Ordinance and continued hereby.

“Reserve Accounts” means, collectively, the respective Reserve Accounts
created for the Series 2006 Bonds and the Prior Bonds.

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

“Revenue Fund” means the Revenue Fund created by the Prior Ordinance and
continued hereby.

“Series 2006 Bonds™ means, collectively, the Series 2006 A Bonds and the
Series 2006 B Bonds.
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“Series 2006 Bonds Construction Trust Fund™ means the Series 2006 Bonds
Construction Trust Fund created by Section 5.01 hereof.

“Series 2006 A Bonds” means the Water Revenue Bonds, Series 2006 A
(West Virginia DWTRF Program), of the Issuer, authorized by this Bond Legislation.

“Series 2006 A Bonds Reserve Account” means the Series 2006 A
Bonds Reserve Account created by Section 5.02 hereof.

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

“Series 2006 A Bonds Sinking Fund” means the Seri'e‘s 2006 A Bonds Sinking
Fund created by Section 5.02 hereof.

“Series 2006 B Bonds” means the Water Revenue Bonds, Series 2006 B
(West Virginia Infrastructure Fund), of the Issuer, authorized by this Bond Legislation.

“Series 2006 B Bonds Reserve Account” means the Series 2006 B
Bonds Reserve Account created by Section 5.02 hereof.

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

“Series 2006 B Bonds Sinking Fund” means the Series 2006 B Bonds Sinking
Fund created by Section 5.02 hereof.

“Sinking Funds” means, collectively, the respective Sinking Funds created for
the Series 2006 Bonds and the Prior Bonds.

“State™ means the State of West Virginia.

“Supplemental Resolution” means any resolution, ordinance or order of the
[ssuer supplementing or amending this Ordinance and, when preceded by the article “the,”
refers specifically to the supplemental resolution authorizing the sale of the Series 2006
Bonds; provided, that any matter intended by this -Ordinance to be included in the
Supplemental Resolution with respect to the Series 2006 Bonds, and not so included may be
included in another Supplemental Resolution.
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“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 Series 2006 Bonds
or any other obligations of the Issuer, including, without limitation, the Renewal and
Replacement Fund, the Sinking Funds and the Reserve Accounts.

“System™ means, collectively, the complete existing municipal waterworks
system of the Issuer, as presently existing in its entirety or any integral part thereof, including
mains, hydrants, meters, valves, standpipes, storage tanks, pump tanks, pumping stations,
intakes, wells, impounding reservoirs, pumps, machinery, purification plants, softening
apparatus and all other facilities necessary, appropriate, useful, convenient or incidental in
connection with or to a water supply system and shail also include the Project and any
additions, betterments and improvements thereto hereafter acquired or constructed for the
System from any sources whatsoever, both within and without the Issuer.

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

“West Virginia DWTRF Program” means the West Virginia Drinking Water
Treatment Revolving Fund program established by the State, administered by the BPH and
funded by capitalization grants awarded to the State pursuant to the federal Safe Drinking
Water Act, as amended, for the purpose of establishing and maintaining a permanent
perpetual fund for the acquisition, construction and improvement of drinking water projects.

“West Virginia Infrastructure Fund” means the West Virginia Infrastructure
Fund established in accordance with Chapter 31, Article 15A, Section 9 of the Code of West
Virginia, 1931, as amended and in effect on the date of enactment hereof.

Words importing singular number shall include the plural number in each case

and vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, feminine or neutral gender shall include any other gender.
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ARTICLE i1

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the Project.
There is hereby authorized and ordered the acquisition and construction of the Project, at an
estimated cost of $2.487.000, 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 2006 Bonds shail 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 BPH, the Infrastructure Council and the Authority.

The cost of the Project is estimated not to exceed $2,600,000, of which
approximately $1,250,000 will be obtained from proceeds of the Series 2006 A Bonds and
not to exceed $1,350,000 will be obtained from proceeds of the Series 2006 B Bonds.
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ARTICLE {1l

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

Section 3.01. Authorization of Bonds. For the purposes of capitalizing interest
on the Series 2006 Bonds, funding the respective Reserve Accounts for the
Series 2006 Bonds, paying Costs of the Project not otherwise provided for and paying certain
costs of issuance of the Series 2006 Bonds and related costs, or any or all of such purposes,
as determined by the Supplemental Resolution, there shall be and hereby are authonzed to
be issued the negotiable Series 2006 Bonds of the Issuer. The Series 2006 Bonds shall be
issued in two serics, each as a single bond, designated respectively as "Water Revenue
Bonds, Series 2006 A (West Virginia DWTRF Program),” in the principal amount of not
more than $1.250.000, and “Water Revenue Bonds, Series 2006 B {(West Virginia
Infrastructure Fund),” in the principal amount of not more than $1,350,000, and both shall
have such terms as set forth hereinafter and in the Supplemental Resolution. The proceeds
of the Series 2006 Bonds remaining after funding of the Reserve Accounts (if funded from
Bond proceeds) and capitalization of interest, if any, shall be deposited in or credited to the
Series 2006 Bonds Construction Trust Fund established by Section 5.01 hereof and applied
as set forth in Article VI hereof.

Section 3.02. Terms of Bonds. The Series 2006 Bonds shall be issued in such
principal amounts; shall bear interest, if any, at such rate or rates, not exceeding the then
legal maximum rate, payable quarterly on such dates; shall mature on such dates and in such
amounts: and shall be redeemable, in whole or in part, all as the Issuer shall prescribe in a
Supplemental 'Resolution or as specifically provided in the Loan Agreement. The
Series 2006 Bonds shall be payable as to principal at the office of the Paying Agent, in any
coin or currency which, on the dates of payment of principal is legal tender for the payment
of public or private debts under the laws of the United States of America. Interest on the
Series 2006 Bonds, if any, shall be paid by check or draft of the Paying Agent or its agent,
mailed to the Registered Owner thereof at the address as it appears on the books of the Bond
Registrar, or by such other method as shall be mutually agreeable so long as the Authority
is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series
2006 Bonds shall initially be issued in the form of a single bond for each series, fully
registered to the Authority, with a record of advances and a debt service schedule attached,
representing the aggregate principal amount of each series of the Series 2006 Bonds. The
Series 2006 Bonds shall be exchangeable at the option and expense of the Registered Owner
for another fully registered Bond or Bonds of the same series in aggregate principal amount
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equal to the amount of said Bonds then Outstanding and being exchanged, with principal
installments or maturities, as applicable, corresponding to the dates of payment of principal
installments of said Bonds; provided, that the Authority shall not be obligated to pay any
expenses of such exchange.

Subsequent series of Bonds, if any, shall be issued in fully registered form and
in denominations as determined by a Supplemental Resolution. Such Bonds shall be dated
and shall have such items as set forth in a Supplemental Resolution.

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

Section 3.04. Authentication and Registration. No Series 2006 Bond shall be
~ valid or obligatory for any purpose or entitled to any security or benefit under this Bond
Legislation unless and until the Certificate of Authentication and Registration on such Bond,
substantially in the form set forth in Section 3.10 hereof, shall have been manually executed
by the Bond Registrar. Any such executed Certificate of Authentication and Registration
upon any such Bond shall be conclusive evidence that such Bond has been authenticated,
registered and delivered under this Bond Legislation. The Certificate of Authentication and
Registration on any Series 2006 Bond shal! be deemed to have been executed by the Bond
Registrar if manually signed by an authorized officer of the Bond Registrar, but it shall not
be necessary that the same officer sign the Certificate of Authentication and Registration on
all of the Bonds issued hereunder.

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

So long as the Series 2006 Bonds remain outstanding, the Issuer, through the
Bond Registrar or its agent, shall keep and maintain books for the registration and transfer
of such Bonds.

The registered Series 2006 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 attomey.

In all cases in which the privilege of exchanging Series 2006 Bonds or
transferring the registered Series 2006 Bonds are exercised, all Series 2006 Bonds shall be
delivered in accordance with the provisions of this Bond Legislation. All Series 2006 Bonds
surrendered in any such exchanges or transfers shall forthwith be canceled by the Bond
Registrar. For every such exchange or transfer of Series 2006 Bonds, the Bond Registrar
may make a charge sufficient to reimburse it for any tax, fee or other governmental charge
required to be paid with respect to such exchange or transfer and the cost of preparing each
new Bond upon each exchange or transfer, and any other expenses of the Bond Registrar
incurred in connection therewith, which sum or sums shall be paid by the Issuer. The Bond
Registrar shall not be obliged to make any such exchange or transfer of Series 2006 Bonds
during the period commencing on the 15th day of the month next preceding an interest
payment date on the Series 2006 Bonds or, in the case of any proposed redemption of
Series 2006 Bonds, next preceding the date of the selection of Bonds to be redeemed, and
ending on such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case any Series
2006 Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its
discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate,
register and deliver, a new Bond of the same series and of like tenor as the Bonds so
mutilated, destroyed, stolen or lost, in exchange and substitution for such mutilated Bond,
upon surrender and cancellation of such mutilated Bond, or in licu of and substitution for the
Bond destroyed, stolen or lost, and upon the Registered Owner’s fumishing satisfactory
indemnity and complying with such other reasonable regulations and conditions as the Issuer
may prescribe and paying such expenses as the Issuer and the Bond Registrar may incur. All
Bonds so surrendered shall be canceled by the Bond Registrar and held for the account of the
Issuer. If any such Bond shall have matured or be about to mature, instead of issuing a
substitute Bond, the Issuer may pay the same, upon being indemnified as aforesaid, and if
such Bond be lost, stolen or destroyed, without surrender thereof.
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Section 3.07. Bonds_not_to be Indebtedness of the Issuer. The Series
2006 Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provision or limitation, but shall be payable solely
from the Gross Revenues derived from the System as herein provided. No Registered
Owner of the Series 2006 Bonds shall ever have the right to compel the exercise of the taxing
power of the Issuer to pay the Series 2006 Bonds or the interest, if any, thereon.

Section 3.08. Bonds Secured by Pledge of Gross Revenues; Lien Position with
respect to Prior Bonds. The payment of debt service of the Series 2006 A Bonds and the
Series 2006 B Bonds shall be secured equally and ratably with each other by a first lien on
the Gross Revenues derived from the System on a parity with the lien on the Gross Revenues
in favor of the Registered Owners of the Prior Bonds. Such Gross Revenues in an amount
sufficient to pay the principal of and interest, if any, on the Series 2006 Bonds and the Prior
Bonds and to make 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. The Issuer shall execute and deliver the
Series 2006 Bonds to the Registrar, and the Registrar shall authenticate, register and deliver
the Series 2006 Bonds to the original purchasers upon receipt of a request and authorization
to the Bond Registrar on behalf of the Issuer, signed by an Authorized Officer, to
authenticate, register and deliver the Series 2006 Bonds to the original purchasers.

Section 3.10. Form of Bonds. The text of the Series 2006 Bonds shall be in
substantially the following forms, with such omissions, insertions and variations as may be
necessary and desirable and authorized or permitted hereby, or by any Supplemental
Resolution adopted prior to the issuance thereof:
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(FORM OF SERIES 2006 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF BATH
WATER REVENUE BOND, SERIES 2006 A
(WEST VIRGINIA DWTRF PROGRAM)

No. AR- h

KNOW ALL MEN BY THESE PRESENTS: Thatonthis __
day of , 2006, the TOWN OF BATH, a municipal corporation and political
subdivision of the State of West Virginia in Morgan County of said State (the "Issuer™), for -
value reccived, hereby promises to pay, solely from the special funds provided therefor, as
hereinafter set forth, to the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY
(the "Authority") or registered assigns, the sum of DOLLARS
($ ), or such lesser amount as shall have been advanced to the lssuer 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 [, June 1,
September 1 and.December 1 of each year, commencing 1, , as set forth on
the Debt Service Schedule attached as EXHIBIT B hereto and incorporated herein by
reference. The Administrative Fee (as defined in the hereinafter described Bond Legislation)
on this Bond shall be payable quarterly on March 1, June 1, September 1 and December 1
of each year, commencing 1, , as set forth on EXHIBIT B attached hereto.

This Bond shall bear interest at the rate of _ percent {__%) per annum.
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
Bureau for Public Health (the “BPH™), 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 BPH, dated ,200_.
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This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of certain additions, betterments and improvements to the existing public
waterworks system of the Issuer (the “Project™); and (ii) to pay certain costs of issuance of
this Bond and related costs. The existing public waterworks system of the Issuer, the Project
and any further additions, betterments or improvements thereto are herein called the
“System.” This Bond is issued under the authority of and in full compliance with the
Constitution and statutes of the State of West Virginia, including particularly Chapter 8,
Article 19 and Chapter 16, Article [3C of the Code of West Virginia, 1931, as amended
(collectively. the “Act™), a Bond Ordinance duly enacted by the Issuer on .
200 , and a Supplemental Resolution duly adopted by the Issuer on , 200_
(collectively, the “Bond Legislation™), and is subject to all the terms and conditions thereof.
The Bond Legislation provides for the issuance of additional bonds under certain conditions,
and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE ISSUER'S ()WATER REVENUE REFUNDING AND
IMPROVEMENT BONDS, SERIES 1997 A, DATED JULY 15, 1997, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,430,000 (THE “SERIES 1997
A BONDS™): (2) WATER REVENUE BONDS, SERIES 2002 A (WEST VIRGINIA
DWTRF PROGRAM), DATED DECEMBER 9, 2002, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,150,000 (THE “SERIES 2002 A BONDS”);
AND (3) WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED ., 2006, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF § (THE “SERIES 2006 B BONDS”). THE SERIES 1997
A BONDS, THE SERIES 2002 A BONDS AND THE SERIES 2006 B BONDS ARE
COLLECTIVELY CALLED THE “FIRST LIEN BONDS.”

This Bond is payable only from and secured by a pledge of the Gross Revenues
(as defined in the Bond Legislation) to be derived from the System, on a panity with the
pledge of Gross Revenues in favor of the registered owners of the First Lien Bonds and from
moneys in the reserve account created under the Bond Legislation for this Bond (the
“Series 2006 A Bonds Reserve Account”), and unexpended proceeds of this Bond. Such
Gross Revenues shall be sufficient to pay all operating expenses of the System and the
principal of and interest, if any, on all bonds which may be issued pursuant to the Act and
shall be set aside as a special fund hereby pledged for such purpose. This Bond does not
constitute an indebtedness of the Issuer within the meaning of any constitutional or statutory
provision ot limitation, nor shall the [ssuer be obligated to pay the same or the interest, if any,
hereon, except from said special fund provided from the Gross Revenues, the moneys in the
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Series 2006 A Bonds Reserve Account and unexpended proceeds of this Bond. Pursuant to
the Bond Legislation, the Issuer has covenanted and agreed to establish and maintain just and
equitable rates and charges for the use of the System and the services rendered thereby,
which shall be sufficient, together with other revenues of the System, to comply with the rate
coverage required by the ordinance authorizing the Series 1997 A Bonds, so long as the
Series 1997 A Bonds are outstanding, and thereafter, sufficient to provide for the reasonable
expenses of operation, repair and maintenance of the System, and to leave a balance each
year equal to al least 115% of the maximum amount of principal of and interest, if any, on
this Bond, payable in any year and all other obligations secured by a lien on or payable from
such revenues on a parity with this Bond; provided however, that so long as there exists in
the Series 2006 A Bonds Reserve Account an amount at least equal to the maximum amount
of principal and interest, if any, which will become due on this Bond in the then current or
any succeeding year, and in the respective reserve accounts established for any other
obligations outstanding on a parity with this Bond, an amount at least equal to the
requirement therefor, such percentage may be reduced to 110%. The [ssuer has entered into
certain further covenants with the registered owners of this Bond for the terms of which
reference is made to the Bond Legislation. Remedies provided the registered owners of this
Bond are exclusively as provided in the Bond Legislation, to which reference is here made
for a detailed description thereof.

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

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

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

ITIS HEREBY CERTIFIED, RECITED AND DECI.ARED 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
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and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer. does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the Gross Revenues of the
System has been pledged to and will be set aside into said special fund by the 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.

IN WITNESS WHEREOF, the TOWN OF BATH has caused this Bond to be
signed by its Mayor and its corporate seal to be hereunto atfixed and attested by its Clerk,
and has caused this Bond to be dated as of the date first written above.

[SEAL]

Mayor

ATTEST:

Clerk
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2006 A Bonds described in the within-
mentioned Bond Legislation and has been duly registered in the name of'the registered owner
set forth above, as of the date set forth below.

Date: , 200

, as Registrar

Authorizéd Officer
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT
(1) $ (19 %
(2) $ 20y 5
3 % 2D %
G AT (22) §
(5) $ 23y %
(6) $ 24) $
(7) $ 25y %
(%) $ (26) %
(9) $ 2n 3
(1§ (28) $
SIS 29) %
(12)  § 30) %
(13) % B %
(14 % 32) §
(15 §$ (33) $
(16) $ (34) 3
an 3 (35) %
(I18) % (36) %
TOTAL  $_
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

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

Dated:

[n the presence of:
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(FORM OF SERIES 2006 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF BATH
WATER REVENUE BOND, SERIES 2006 B
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. BR- $

KNOW ALL MEN BY THESE PRESENTS: That onthis ____day of
. 2006, the TOWN OF BATH, a municipal corporation and political subdivision
of the State of West Virginia in Morgan County of said State (the "Issuer"), for value
received, hereby promises to pay, solely from the special funds provided therefor, as
hereinafter set forth, to the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY
(the "Authority") or registered assigns, the sum of DOLLARS
($ ), or such lesser amount as shall have been advanced to the Issuer hereunder and
not previously repaid, as set forth in the Record of Advances attached as EXHIBIT A hereto
and incorporated herein by reference, in quarterly installments on March 1, June I,
September 1 and December 1 of each year, commencing 1, , as set forth on
the Debt Service Schedule attached as EXHIBIT B hereto and incorporated herein by
reference.

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

This Bond may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority and the West Virginia
Infrastructure and Jobs Development Council (the “Infrastructure Council”), and upon the
terms and conditions prescribed by, and otherwise in compliance with, the L.oan Agreement
by and between the [ssuer and the Authority, on behaif of the Infrastructure Council, dated

, 200,

This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of certain additions, betterments and improvements to the existing public
waterworks system of the Issuer (the "Project"); and (ii) to pay certain costs of issuance of
this Bond and related costs. The existing public waterworks system of the Issuer, the Project
and any further additions, betterments or improvements thereto are herein called the
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“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 8,
Article 19 and Chapter 31, Article 15A of the Code of West Virginia, 1931, as-amended
(collectively, the “*Act™), a Bond Ordinance duly enacted by the Issuer on _ , 200,
and a Supplemental Resolution duly adopted by the Issuer on , 200

(collectively, the "Bond Legislation™), and is subject to all the terms and conditions thereof.
The Bond Legislation provides for the issuance of additional bonds under certain conditions,
and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE ISSUER'S (1)WATER REVENUE REFUNDING AND
IMPROVEMENT BONDS, SERIES 1997 A, DATED JULY 15, 1997, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,430,000 (THE “SERIES 1997
A BONDS™); (2) WATER REVENUE BONDS, SERIES 2002 A (WEST VIRGINIA
DWTRF PROGRAM), DATED DECEMBER 9, 2002, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,150,000 (THE “SERIES 2002 A BONDS™);
AND (3) WATER REVENUE BONDS, SERIES 2006 A (WEST VIRGINIA DWTRF
PROGRAM), DATED , 200_, ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINAL AGGREGATE PRINCIPALL AMOUNT OF % (THE
"SERIES 2006 A BONDS™). THE SERIES 1997 A BONDS, THE SERIES 2002 A
BONDS AND THE SERIES 2006 A BONDS ARE COLLECTIVELY CALLED THE
“FIRST LIEN BONDS.”

This Bond is payable only from and secured by a pledge of the Gross
Revenues (as defined in the Bond Legislation) to be derived from the System, on a parity
with the pledge of Gross Revenues in favor of the registered owners of the First Lien Bonds
and from moneys in the reserve account created under the Bond Legislation for this Bond
(the "Series 2006 B Bonds Reserve Account™), and unexpended proceeds of this Bond. Such
Gross Revenues shall be sufficient to pay all operating expenses of the System and the
principal of and interest, if any, on all bonds which may be issued pursuant to the Act and
shall be set aside as a special fund hereby pledged for such purpose. This Bond does not
constitute an indebtedness of the Issuer within the meaning of any constitutional or statutory
provision or limitation, nor shall the Issuer be obligated to pay the same or the interest, if any,
hereon, except from said special fund provided from the Gross Revenues, the moneys in the
Series 2006 B Bonds Reserve Account and unexpended proceeds of this Bond. Pursuant to
the Bond Legislation, the Issuer has covenanted and agreed to establish and maintain just and
equitable rates and charges for the use of the System and the services rendered thereby,
which shall be sufficient, together with other revenues of the System, to comply with the rate
coverage required by the ordinance authorizing the Series 1997A Bonds, so long as the
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Serics 1997 A Bonds are outstanding, and thereafter, sufficient to provide for the reasonable
expenses of operation, repair and maintenance of the System, and to leave a balance each
year equal to at least 115% of the maximum amount of principal of and interest, if any, on
this Bond, pavable in any year and all other obligations secured by a lien on or payable from
such revenues on a parity with this Bond; provided however, that so long as there exists in -
the Series 2006 B Bonds Reserve Account an amount at least equal to the maximum amount
of principal and interest, if any, which will become due on this Bond in the then current or
any succeeding year, and in the respective reserve accounts established for any other
obligations outstanding on a parity with this Bond, 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 this Bond for the terms of which
reference is made to the Bond Legislation. Remedies provided the registered owners of this
Bond are exclusively as provided in the Bond Legislation, to which reference is here made
for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of the Registrar (as
defined in the Bond Legislation) by the registered owner, or by its attormey 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 the costs
of issuance hereof as described in the Bond Legislation, and there shall be and hereby is
created and granted a lien upon such moneys, until so applied, in favor of the registered
owner of this Bond.

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 Gross Revenues of the
System has been pledged to and will be set aside into said special fund by the Issuer for the
prompt payment of the principal of this Bond.
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All provisions of the Bond Legislation, resolutions and statutes under which
this Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the
same extent as if written fully herein.

IN WITNESS WHEREOQF, the TOWN OF BATH has caused this Bond

to be signed by its Mayor, and its corporate seal to be hereunto affixed and attested by its
Clerk, and has caused this Bond to be dated as of the date first written above.

[SEAL]

Mayor

ATTEST:

Clerk
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2006 B Bonds described in the within-
mentioned Bond Legislation and has been duly registered in the name of the registered owner
sct forth above, as of the date set forth below.

Date: L200 .

, as

Registrar

Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(% (19) 3
2y % (200 %
3y 3 2n 3
(4) $ (22) $
(5)  $ 23) §$
6 3 24) %
(N 5 25) $
®) % 26) %
9 3 27 $
10y % 28) S
(13 (29) §
(12) § (30) %
(13) 3 31§
(14) 3 32) 3
(15) $ (33) %
(16) $ (34) $
a7 s 35 $
(18) § 36) $
TOTAL  §
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form oft)

ASSIGNMENT

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

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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Section 3.11. Sale of Bonds: Approval and Ratification of Execution of [.oan
Agreement. The Loan Agreement, including all schedules and exhibits attached thereto, are
hereby approved and incorporated into this Bond Legislation. The Series 2006 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 Mayor is specifically authorized and
directed to execute the Loan Agreement and the Recorder is directed to affix the seal of the
[ssuer, 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.

Section 3.12. Filing _of Amended Schedule. Upon completion ofthe
acquisition and construction of the Project, the Issuer will file with the Authority, the BPH
and the [nfrastructure Council, the respective schedules, the forms of which will be provided
by the BPH and the Infrastructure Council, setting forth the actual costs of the Project and
sources of funds therefor.
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ARTICLE IV

[RESERVED]
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ARTICLEV
FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREQF

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

(hH Revenue Fund (created by the Prior Ordinance);
(2)  Renewal and Replacement Fund (created by the Prior Ordinance); and
(3)  Series 2006 Bonds Construction Trust Fund.

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

(D Series 2006 A Bonds Sinking Fund;

(2) Series 2006 A Bonds Reserve Account;
(3)  Series 2006 B Bonds Sinking Fund; and
€))] Series 2006 B Bonds Reserve Accbunt.

Section 5.03. System Revenues; Flow of Funds. A. The entire Gross
Revenues derived from the operation of the Systent and all parts thereof shall be deposited
upon receipt by the Issuer in the Revenue Fund. The Revenue Fund shall constitute a trust
fund for the purposes provided in this Bond Legislation and shall be kept separate and
distinct from all other funds of the Issuer and the Depository Bank and used only for the
purposes and in the manner provided in the Prior Ordinance and this Bond Legislation. All
moneys in the Revenue Fund shall be disposed of only in the following manner and order of
priority:

(1} The Issuer shall first, on the first day of each month, transfer from the
Revenue Fund and remit to the Commission for deposit in the Series 1997 A Bonds Sinking
Fund, the amount required by the Prior Ordinance for payment of interest on the Series 1997
Bonds.
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() The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously remit to the Commission, (1) for deposit in the Sinking
Funds for the Prior Bonds, the amounts required by the Prior Ordinance for payment of
principal of the Prior Bonds: (ii) commencing 3 months prior to the first date of payment of
principal of the Series 2006 A Bonds, for deposit in the Series 2006 A Bonds Sinking Fund,
an amount equal to 1/3rd of the amount of principal which will mature and become due on
the Series 2006 A Bonds on the next ensuing quarterly principal payment date; provided that,
in the event the period to elapse between the date of such initial deposit in the Series 2006 A
Bonds Sinking Fund and the next quarterly principal payment date is less than 3 months, then
such monthly payment shall be increased proportionately to provide, 1 month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date; and (iii) commencing 3 months prior to the first date of payment of principal of the
Series 2006 B Bonds, for deposit in the Series 2006 B Bonds Sinking Fund, an amount equal
to 1/3rd of the amount of principal which will mature and become due on the Series 2006 B
Bonds on the next ensuing quarterly principal payment date; provided that, in the event the
period to elapse between the date of such initial deposit in the Series 2006 B Bonds Sinking
Fund and the next quarterly principal payment date is less than 3 months, then such monthly
payment shall be increased proportionately to provide, 1 month prior to the next quarterly
principal payment date, the required amount of principal coming due on such date.

(3)  The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Commission, (i) for deposit in the Reserve
Accounts for the Prior Bonds, the amounts required by the Prior Ordinance; (ii) commencing
3 months prior to the first date of payment of principal of the Series 2006 A Bonds, if not
fully funded upon issuance of the Series 2006 A Bonds, for deposit in the Series 2006 A
Bonds Reserve Account, an amount equal to 1/120th of the Series 2006 A Bonds Reserve
Requirement; provided that, no further payments shall be made into the Series 2006 A Bonds
Reserve Account when there shall have been deposited therein, and as long as there shall
remain on deposit therein, an amount equal to the Series 2006 A Bonds Reserve
Requirement; and (iii) commencing 3 months prior to the first date of payment of principal
of the Series 2006 B Bonds, if not fully funded upon issuance of the Series 2006 B Bonds,
for deposit in the Series 2006 B Bonds Reserve Account, an amount equal to 1/120th of the
Series 2006 B Bonds Reserve Requirement; provided that, no further payments shall be made
into the Series 2006 B Bonds Reserve Account when there shall have been deposited therein,
and as long as there shall remain on deposit therein, an amount equal to the Series 2006 B
Bonds Reserve Requirement.

(4)  The Issuer shall next, each month, pay from the Revenue Fund the
current Operating Expenses of the System.
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(5) The Issuer shall next, each month, transfer from the Revenue Fund and
remit to the Depository Bank for deposit in the Renewal and Replacement Fund, an amount
equal to 2 1/2% of the Gross Revenues each month (as required in the Prior Ordinance and
not in addition thereto), exclusive of any payments for account of any Reserve Account. All
funds in the Renewal and Replacement Fund shall be kept apart from all other funds of the
Issuer or of the Depository Bank and shall be invested and reinvested in accordance with
Article V11 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 Account, except to the extent such deficiency
exists because the required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the maximum extent required hereof,
shall be promptly eliminated with moneys from the Renewal and Replacement Fund.

Moneys in the Series 2006 A Bonds Sinking Fund and the Series 2006 B
Bonds Sinking Fund shall be used only for the purposes of paying principal of and interest,
if any, on the Series 2006 A Bonds and the Series 2006 B Bonds, respectively, as the same
shall become due. Moneys in the Series 2006 A Bonds Reserve Account and the
Series 2006 B Bonds Reserve Account shall be used only for the purposes of paying principal
of and interest, if any, on the Series 2006 A Bonds and the Series 2006 B Bonds,
respectively, as the same shall come due, when other moneys in the Series 2006 A Bonds
Sinking Fund and the Series 2006 B Bonds Sinking Fund are insufficient therefor, and for
no other purpose. \

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

Any withdrawals from the Series 2006 A Bonds Reserve Account or the Series
2006 B Bonds Reserve Account which result in a reduction in the balance therein to below
the respective Reserve Requirements shall be subsequently restored from the first Gross
Revenues available after all required payments have been made in full in the order set forth
above.
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As and when additional Bonds ranking on a parity with the Series 2006
Bonds are issued, provision shall be made for additional payments into the respective sinking
funds sufficient to pay the interest on such additional parity Bonds and accomplish retirement
thereof at maturity and to accumulate a balance in the respective reserve accounts in an
amount equal to the requirement therefor.

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

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

The Commission is hereby designated as the fiscal agent for the administration
of the Series 2006 A Bonds Sinking Fund, the Series 2006 A Bonds Reserve Account, the
Series 2006 B Bonds Sinking Fund and the Series 2006 B Bonds Reserve Account created
hereunder, and all amounts required for said accounts shall be remitted to the Commussion
from the Revenue Fund by the Issuer at the times provided herein. If required by the
Authority at anytime, the Issuer shall make the necessary arrangements whereby required
payments into said accounts shall be automatically debited from the Revenue Fund and
electronically transferred to the Commission on the dates required hereunder.

Moneys in the Series 2006 A Bonds Sinking Fund, the Series 2006 A Bonds
Reserve Account, the Series 2006 B Bonds Sinking Fund and the Series 2006 B Bonds
Reserve Account shall be invested and reinvested by the Commission in accordance with
Section 8.01 hereof.

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

B. Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinabove provided, are current and
there remains in the Revenue Fund a balance in excess of the estimated amounts required to

MOIA662S T 40



be so transferred and paid into such funds during the following month or such other period
as required by the Act, such excess shall be considered as surplus revenues (the "Surplus
Revenues"). Surplus Revenues may be used for any lawful purpose of the System.

C. The Issuer shall on the first day of each month (if the first day is not
a business day, then the first business day of each month) deposit with the Commission the
required interest, principal and reserve account payments and all such payments shall be
remitted to the Commission with appropriate instructions as to the custody, use and
application thereof consistent with the provisions of this Bond Legislation. All remittances
made by the Issuer to the Commission shall clearly identify the fund or account into which
each amount is to be deposited. The [ssuer shall also 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 Administrative Fée as set forth in the Schedule Y attached to the Loan
Agreement for the Series 2006 A Bonds.

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

E. The Issuer shall remit from the Revenue Fund to the Commission, the

Registrar, the Paying Agent or the Depository Bank, on such dates as the respective parties

shall require, such additional sums as shall be necessary to pay their respective charges and

fees then due. In the case of payments to the Commission under this paragraph, the [ssuer

shall, if required by the Authority at anytime, make the necessary arrangements whereby such

-required payments shall be automatically debited from the Revenue Fund and electronically
transferred to the Commission on the dates required.

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

G. If on any monthly payment date the revenues are insufficient to place
the required amount in any of the funds and accounts as heretnabove provided, the deficiency
shall be made up in the subsequent payments in addition to the payments which would
otherwise be required to be made into the funds and accounts on the subsequent payment
dates; provided, however, that the priority of curing deficiencies in the funds and accounts
herein shall be in the samne order as payments are to be made pursuant to this Section 5.03,
and the Gross Revenues shall be applied to such deficiencies before being applied to any
other payments hereunder.
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H. The Gross Revenues of the System shall only be used for purposes of
the System.
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ARTICLE VI

BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS

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

A. From the proceeds of the Series 2006 A Bonds, there shall first
be deposited with the Commission in the Series 2006 A Bonds Sinking Fund, the amount,
if any, set forth in the Supplemental Resolution as capitalized interest.

B. - From the proceeds of the Series 2006 B Bonds, there shall first
be deposited with the Commission in the Series 2006 B Bonds Sinking Fund, the amount,
if any, set forth in the Supplemental Resolution as capitalized interest.

C. Next, from the proceeds of the Series 2006 A Bonds, there shall
be deposited with the Commission in the Series 2006 A Bonds Reserve Account, the amount,
if any, set forth in the Supplemental Resolution for funding of the Series 2006 A Bonds
Reserve Account.

D. Next, from the proceeds of the Series 2006 B Bonds, there shall
be deposited with the Commission in the Series 2006 B Bonds Reserve Account, the amount,
if any, set forth in the Supplemental Resolution for funding of the Series 2006 B Bonds
Reserve Account.

E. Next, from the proceeds of the Series 2006 B Bonds, there shall
be deposited with the Comunission, together with other funds of, or available to, the Issuer,
the amount set forth in the Supplemental Resolution for paying in full the entire outstanding
principal of and all interest and administrative fees on the Prior Bonds.

F. As the Issuer receives advances of the remaining moneys derived from
the sale of the Series 2006 A Bonds, such moneys shall be deposited with the Depository
Bank in the Series 2006 Bonds Construction Trust Fund and applied solely to payment of
the costs of the Project in the manner set forth in Section 6.02 hereof and until so expended,
are hereby pledged as additional security for the Series 2006 A Bonds.

G. As the Issuer receives advances of the remaining moneys derived from

the sale of the Series 2006 B Bonds, such moneys shall be deposited with the Depository
Bank in the Series 2006 Bonds Construction Trust Fund and applied solely to payment of the
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costs of the Project in the manner set forth in Section 6.02 hereof and until so expended are
hercby pledged as additional security for the Series 2006 B Bonds.

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

Section 6.02. Disbursements From Bond Construction Trust Fund. A. On
or before the Closing Date, the Issuer shall have delivered to the BPH and the Authority a
report listing the specific purposes for which the proceeds of the Series 2006 A Bonds will
be expended and the disbursement procedures for such proceeds, including an estimated
monthly draw schedule. Payments for the costs of the Project shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements of the proceeds of
the Series 2006 A Bonds from the Series 2006 Bonds Construction Trust Fund shall be made
only after submission to and approval from the BPH of the following:

(1) acompleted and signed "Payment Requisition Form," a form of which
is aftached to the Loan Agreement for the Series 2006 A Bonds, in compliance with the

Issuer’s construction schedule, and

(2)  acertificate, signed by an Authorized Officer and the Consulting
Engineers, stating that:

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

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

(c)  Each of such costs has been otherwise properly incurred; and

{d) Payment for each of the items proposed is then due and owing.

B. The Issuer shall each month provide the Infrastructure Council
with a requisition for the costs incurred for the Project, together with such documentation

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

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

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

(c) Fach of such costs has been otherwise properly incurred; and

(d)  Payment for each of the items proposed 1s then due and owing.

The [ssuer shall expend all proceeds of the Series 2006 B Bonds within 3 years
of the date of issuance of the Council's bonds, the proceeds of which were used to make the
loan to the Issuer.

Pending such application, moneys in the Series 2006 Bonds Construction

Trust Fund shall be invested and reinvested in Qualified Investments at the written direction
of the Issuer.
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ARTICLE VII
ADDITIONAL COVENANTS OF THE ISSUER

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

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

Section 7.03. Bonds Secured by Pledge of Gross Revenues: Lien Position with
respect to Prior Bonds. The payment of the debt service of the Series 2006 A Bonds and the
Series 2006 B Bonds shall be secured equally and ratably with each other by a first lien on
the Gross Revenues derived from the System on a parity with the lien on the Gross Revenues
in favor of the Registered Owners of the Prior Bonds. The Gross Revenues in an amount
sufficient to pay the principal of and interest, if any, on the Series 2006 Bonds and the Prior
Bonds and to make the payments into all funds and accounts and all other payments provided
for in the Bond Legislation are hereby irrevocably pledged, in the manner provided herein,
to such payments as they become due, and for the other purposes provided in the Bond
Legislation.

Section 7.04. Rates and Charges. The Issuer has obtained any and all
approvals of rates and charges required by State law and has taken any other action required
to establish and impose such rates and charges, with all requisite appeal periods having
expired without successful appeal. Such rates and charges shall be sufficient to comply with
the requirements of the Loan Agreement. The initial schedule of rates and charges for the
services and facilities of the System shall be as set forth in the water rate ordinance of the
Issuer duly enacted on June 27, 2005.
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So long as the Series 2006 Bonds are outstanding, the Issuer covenants and
agrees to fix and collect rates, fees and other charges for the use of the System and to take
all such actions necessary to provide funds sufficient to produce the required sums set forth
in the Bond Legislation and in compliance with the Loan Agreement. In the event the
schedule of rates, fees and charges initially established for the System in connection with the
Series 2006 Bonds shall prove to be insufficient to produce the required sums set forth in this
Bond Legislation and the Loan Agreement, the Issuer hereby covenants and agrees that it
will, to the extent or in the manner authorized by law, immediately adjust and increase such
schedule of rates, fees and charges and take all such actions necessary to provide funds
sutficient to produce the required sums set forth in this Bond Legislation and the Loan
Agreement. |

Section 7.05. Sale of the System: So long as the Prior Bonds are
outstanding, the Issuer shall not sell, mortgage, lease or otherwise dispose of the System,
except as provided in the Prior Ordinance. So long as the Series 2006 Bonds are
outstanding and except as otherwise required by law or with the written consent of the BPH,
the Infrastructure Council and the Authority, the System may not be sold, mortgaged, leased
or otherwise disposed of, except as a whole, or substantially as a whole, and only if the net
proceeds to be realized shall be sufficient to fully pay all the Bonds then Outstanding, in
accordance with Article X hereof. The proceeds from any such sale, mortgage, lease or other
disposition of the System shall, with respect to the Series 2006 Bonds, immediately be
remitted to the Commission for deposit in the Sinking Funds, and, with the written
permission of the BPH, the Infrastructure Council and the Authority, or in the event the
Authority is no longer a Registered Owner, the [ssuer shall direct the Commission to apply
such proceeds to the payment of principal of and interest, if any, on the Series 2006 Bonds.
Any balance remaining after the payment of the Series 2006 Bonds and interest, if any,
thereon shall be remitted to the Issuer by the Commission unless necessary for the payment
of other obligations of the 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
anounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, is not in excess of 310,000, 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 trom 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
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dispositions of such properties, shall be in excess of $10,000 but not in excess of $50,000,
the Issuer shall first, determine, upon consultation with a professional engineer, that such
property comprising a part of the System is no longer necessary, useful or profitable in the
operationthereof and may then, if it be so advised, by resolution duly adopted, authorize such
sale, lease or other disposition of such property in accordance with the laws of the State. The
proceeds of any such sale shall be remitted by the [ssuer to the Commission for deposit in the
appropriate Sinking Funds and shall be applied to the redemption of Bonds of the last
maturities then outstanding at prices not greater than the redemption price of such Bonds.
The payment of such proceeds into the Renewal and Replacement Fund and the Sinking
Funds shall not reduce the amounts required to be paid into such funds by other provisions
of this Bond Legislation.

No sale, lease or other disposition of the properties of the Systern 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
propertics, shall be in excess of $50,000 and insufficient to pay all Bonds then Qutstanding,
without the prior approval and consent in writing of the Registered Owners, or their duly
authorized representatives, of the Bonds then Outstanding. The Issuer shall prepare the form
of such approval and consent for execution by the then Registered Owners of the Bonds for
the disposition of the proceeds of the sale, lease or other disposition of such properties of the
System.

Section 7.06. Issuance of Other Obligations Payable Out of Revenues and
General Covenant Against Encumbrances. Except as provided 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 Series 2006 Bonds. All obligations issued
by the Issuer after the issuance of the Series 2006 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, pledge and source of and security for
payment from such revenues and in all other respects, to the Series 2006 Bonds; provided,
that no such subordinate obligations shall be issued unless all payments required to be made
into all funds and accounts established by this Bond Legislation 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 Series 2006 Bonds, and the interest, if any,
thereon, upon any of the income and revenues of the System pledged for payment of the
Series 2006 Bonds and the interest, if any, thereon in this Bond Legislation, or upon the
System or any part thereof.
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The Issuer shall give the Authority, the BPH and the Infrastructure Council
prior written notice of its issuance of any other obligations to be used for the System, payable
from the revenues of the System or from any grants for the Project, or any other obligations
related 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 Ordinance shall be
applicable. Inaddition, no Parity Bonds, payable out of the revenues of the System, shall be
issued after the issuance of the Series 2006 Bonds pursuant to this Bond Legislation, without
the prior written consent of the Authority, the BPH and the Infrastructure Council and
without complying with the conditions and requirements herein provided.

All Parity' Bonds issued hereunder shall be on a parity in all respects with
the Series 2006 Bonds.

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

No Parity Bonds shall be issued at any time, however, unless and until there
has been procured and filed with the Recorder a written statement by the Independent
Certified Public Accountants, reciting the conclusion that the Net Revenues actually derived,
subject to the adjustments hereinafter provided for, from the System during any 12
consecutive months, within the 18 months immediately preceding the date of the actual
issuance of such Parity Bonds, plus the estimated average increased annual Net Revenues to
he received in each of the 3 succeeding vears after the completion of the improvements to
be tinanced by such Parity Bonds, if any, shall be not less than 115% of the largest aggregate
amount that will mature and become due in any succeeding year for principal of and interest
on the following:

(1) The Bonds then Outstanding;

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

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

The “estimated average increased annual Net Revenues to be received in each
of the 3 succeeding years,” as that term is used in the computation provided in the above
paragraph, shall refer only to the increased Net Revenues estimated to be derived from the
improvements to be financed by such Parity Bonds and any increase in rates enacted by the
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Issucr, the time for appeal of which shall have expired (without successful appeal) prior to
the date of issuance of such Parity Bonds, and shall not exceed the amount to be stated in a
certificate of the Independent Certified Public Accountants, which shall be filed in the office
of the Recorder prior to the issuance of such Parity Bonds.

The Net Revenues actually derived from the System during the 12 consecutive
month period hereinabove referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Certified Public Accountants, as stated in a certificate, on account of increased rates, rentals,
fees and charges for the System enacted by the Issuer, the time for appeal of which shall have
expired (without successful appeal) prior to issuance of such Panty 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 Registered Owners of the Bonds and the Registered Owners of any Parity
Bonds subsequently issued from time to time within the limitations of and in compliance with
this section. All Parity Bonds, regardless of the time or times of their issuance, shall rank
equally with respect to their respective liens on the revenues of the System, and their source
of and security for payment from such revenues, without preference of any Bond over any
other. The Issuer shafl comply fully with all the increased payments into the vanous funds
and accounts created in this Bond Legislation required for and on account of such Parity
Bonds, in addition to the payments required for Bonds theretofore issued pursuant to this
Bond Legislation.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject
to the prior and superior lien of the Series 2006 Bonds on such revenues. The Issuer shall
not issue any obligations whatsoever payable from revenues of the System, or any part
thereof, which rank prior to or, except in the manner and under the conditions provided in
this section, equally, as to lien on and source of and secunty for payment from such revenues,
with the Series 2006 Bonds.

No Parity Bonds shall be issued at any time, however, unless all of the
payments into the respective funds and accounts provided for in this Bond Legislation with
respect to the Bonds then Outstanding, and any other payments provided for in this Bond
l.egislation, 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 ail the covenants, agreements and terms
of this Bond Legisiation.
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Section 7.08. Books: Records and Audit. The Issuer shall keep complete and
aceurate records of the cost of acquiring the Project site and the costs of acquiring,
constructing and installing the Project. The Issuer shall permit the Authority, the BPH and
the Infrastructure Council, or their agents and representatives, to inspect all books,
documents, papers and records relating to the Project and the System at all reasonable times
for the purpose of audit and examination. The Issuer shall submit to the Authority, the BPH
and the Infrastructure Council such documents and information as they may reasonably
require in connection with the acquisition, construction and installation of the Project, the
operation and maintenance of the System and the administration of the loan or any grants or
other sources of financing for the Project.

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

The Issuer will keep books and records of the System, which shall be separate
and apart from all other books, records and accounts of the Issuer, in which complete and
correct entries shall be made of all transactions relating to the System, and any Registered
Owner ot the Series 2006 Bonds issued pursuant to this Bond Legislation shall have the right
at all reasonable times to inspect the System and all parts thereof and all records, accounts
and data of the Issuer relating thereto.

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

The Issuer shall file with the Authority, the BPH and the Infrastructure
Council, or any Registered Owner of the Series 2006 Bonds, 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.
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{B) A balance sheet statement showing all deposits in all the funds
and accounts provided for tn this Bond Legislation and the status of all said funds and
accounts.

(Cy  The amount of any Bonds, notes or other obligations outstanding.

The Issuer shall also, at least once a year, cause the books, records and
accounts of the System to be audited by the Independent Certified Public Accountant in
compliance with the applicable OMB Circular, orany successor thereof, and the Single Audit
Act, or any successor thereof, to the extent legally required, and shall mail upon request, and
make available generally, the report of the Independent Certified Public Accountant, or a
summary thereof, to any Registered Owner of the Series 2006 Bonds and shall submit said
report to the Authority, the BPH and the Infrastructure Council, or any Registered Owner of
the Series 2006 Bonds. Such audit report submitted to the Authority, the BPH and the
Infrastructure Council shall include a statement that notes whether the results of tests
disclosed instances of noncompliance that are required to be reported under govermment
auditing standards and, if they are, describes the instances of noncompliance and the audited
financial statements shall include a statement that notes whether the Gross Revenues of the
System are adequate to meet the Issuer's Operating Expenses and debt service and reserve
requirements.

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

The Issuer shall permit the Authority, the BPH and the Infrastructure 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 {ssuer shall also provide the Authority, the
BPH and the Infrastructure 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 BPH and the Infrastructure Council with respect to
the System pursuant to the Act.
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The Issuer shall provide the BPH with all appropriate documentation to comply
with any special conditions established by federal and/or state regulations as set forth in
Exhibit E of the Loan Agreement for the Series 2006 A Bonds or as promulgated from time
to time.

Section 7.09. Rates. Prior to the issuance of the Series 2006 Bonds, equitable
rates or charges for the use of and service rendered by the System shall be established all in
the manner and form required by law, and copies of such rates and charges so established
will be continuously on file with the Recorder, which copies will be open to inspection by
all interested parties. The schedule of rates and charges shall at all times be adequate to
produce Gross Revenues from the System sufficient to pay Operating Expenses and to make
the prescribed payments into the funds created hereunder. Such schedule of rates and
charges shall be changed and readjusted whenever necessary so that the aggregate ofthe rates
and charges will be sufficient for such purposes. In order to assure full and continuous
performance of this covenant, with a margin for contingencies and temporary unanticipated
reduction in income and revenues, the Issuer hereby covenants and agrees that the schedule
of rates or charges from time to time in effect shall be sufficient to comply with the rate
coverage required by the ordinance authorizing the Series 1997 A Bonds, so long as the
Series 1997 A Bonds are outstanding, and thereafter, sufficient (i) to provide for all
Operating Expenses of the System and (i1) to leave a balance each Fiscal Year equal to at
feast 115% of the maximum amount required in any succeeding Fiscal Year for payment of
principal of and interest, if any, on the Series 2006 Bonds and all other obligations secured
by a lien on or payable from such revenues on a parity with the Series 2006 Bonds; provided
that, in the event that amounts equal to or in excess of the Reserve Requirements are on
deposit respectively in the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds
Reserve Account and the Reserve Accounts for obligations on a parity with the
Series 2006 Bonds are funded at least at the requirement therefor, such balance each Fiscal
Year need only equal at least 110% of the maximum amount required in any Fiscal Year for
payment of principal of and interest, if any, on the Series 2006 Bonds and all other
obligations secured by a lien on or payable from such revenues on a parity with the
Series 2006 Bonds. 1n any event, the Issuer shall not reduce the rates or charges for services
set forth in the rate ordinance described in Section 7.04.

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 Authority, the BPH and the Infrastructure Council within
30 days of adoption thereof. No expenditures for the operation and maintenance of the
System shall be made in any Fiscal Year in excess of the amounts provided therefor in such
budget without a written finding and recommendation by a professional engineer, which
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{inding and recommendation shall state in detail the purpose of and necessity for such
increased expenditures for the operation and maintenance of the System, and no such
increased expenditures shall be made until the Issuer shall have approved such finding and
recommendation by a resolution duly adopted. No increased expenditures in excess of 10%
of the amount of such budget shall be made except upon the further certificate of a
professional engineer that such increased expenditures are necessary for the continued
operation of the System. The Issuer shall within 30 days of adoption thereof mail copies of
such annual budget and all resolutions authorizing increased expenditures for operation and
maintenance to the Authority, the BPH, the Infrastructure Council and any Registered Owner
of the Series 2006 Bonds and shall make available such budgets and all resolutions
authorizing increased expenditures for operation and maintenance of the System at all
reasonable times to the Authority, the BPH, the Infrastructure Council and any Registered
Owner of the Series 2006 Bonds or anyone acting for and on behalf of such Registered
Owner. '

Commencing on the date contracts are executed for the acquisition and
construction of the Project and for 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
[.oan Agreement, and forward a copy of such report to the Authority, the BPH and the
infrastructure Council by the 10th day of each month.

Section7.11. Engineering Services and Operating Personnel. The Issuer shall
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 Authority, the BPH
and the Infrastructure Council, the Project is adequate for the purposes for which it was
designed, the funding plan as submitted to the Authority, the BPH and the Infrastructure
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 shafl provide and maintain competent and adequate engineering
services satisfactory to the Authority, the BPH and the Infrastructure 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
govemmental bodies. Such engineer shall certify to the Authority, the BPH, the
Infrastructure Council and the Issuer at the completion of construction that construction of
the Project is in accordance with the approved plans, specifications and designs, or
amendments thereto, approved by all necessary governmental bodies.
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The Issuer shall require the Consulting Engineers to submit Recipient As-Built
Plans. as defined in the DWTRF Regulations, to the Issuer within 60 days of the completion
of the Project. The Issuer shall notify the BPH in writing of such receipt.

The Issuer shall require the Consulting Engineers to submit the final Operation
and Maintenance Manual, as defined in the DWTRF Regulations, to the Issuer when the
Project is 90% completed. The Issuer shall, at all times, provide operation and maintenance
of the System in compliance with all State and federal standards.

The Issuer shall employ qualified operating personnel properly certified by the
State before the Project is 50% complete and shall retain such a certified operator to operate
the System during the entire term of the Loan Agreement. The Issuer shall notify the BPH
in writing of the certified operator employed at the 50% completion stage.

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

Section 7.13. Enforcement of Collections. The Issuer will diligently enforce
and collect all fees. rentals or other charges for the services and facilities of the System, and
take all steps, actions and proceedings for the enforcement and collection of such fees,
rentals or other charges which shall become delinquent to the full extent permitted or
authorized by the Act, the rules and regulations of the PSC and other laws of the State of
West Virginia.

Whenever any fees, rates, rentals or other charges for the services and facilities
of the System shall remain unpaid for a period of 20 days after the same shall become due
and payable, the property and the owner thereof, as well as the user of the services and
facilities, shall be delinquent until such time as all such rates and charges are fully paid. To
the extent authorized by the laws of the State and the rules and regulations of the PSC, rates,
rentals and other charges, if not paid, when due, shall become a lien on the premises served
by the System. The Issuer further covenants and agrees that, it will, to the full exient
permitted by law and the rules and regulations promulgated by the PSC, discontinue and shut
off the services of the System to all users of the services of the System delinquent in payment
of charges for the services of the System and will not restore such services of the System
until all delinquent charges for the services of the System, plus reasonable interest and
penalty charges for the restoration of service, have been fully paid and shall take all further
actions to enforce collections to the maximum extent permitted by law.
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Section 7.14. No _Free Services. The Issuer will not render or cause to be
rendered any free services of any nature by the System, nor will any preferential rates be
established for users of the same class; and in the event the Issuer, or any department,
agency, instrumentality, officer or employee of either shall avail itself or themselves of the
facilities or services provided by the System, or any part thereof, the same rates, fees or
charges applicable to other customers receiving like services under similar circumstances
shall be charged the Issuer, and any such department, agency, instrumentality, officer or
employee. The revenues so received shall be deemed to be revenues derived from the
operation of the System, and shall be deposited and accounted for in the same manner as
other revenues derived from such operation of the System.

Section 7.15. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Series 2006 Bonds remain Qutstanding, the [ssuer
will, as an Operating Expense, procure, carry and maintain insurance with a reputable
insurance catrier 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
itseif, or will require each contractor and subcontractor to, obtain and maintain builder's risk
insurance (fire and extended coverage) to protect the interests of the Issuer, the Authority,
the prime contractor and all subcontractors as their respective interests may appear, in
accordance with the Loan Agreement, during construction of the Project on a 100% basis
(completed value form) on the insurable portion of the Project, such insurance to be made
payable to the order of the Authority, the Issuer, the contractors and subcontractors, as their
interests may appear.

(2) 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.
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(3y  WORKER'S COMPENSATION COVERAGE FOR ALL
EMPLOYEES OF OR FOR THE SYSTEM ELIGIBLE THEREFOR; AND
PERFORMANCE AND PAYMENT OR COMPLETION BONDS, such bonds to be in the
amounts of not less than 100% of the amount of any construction contract and to be required
of each contractor dealing directly with the Issuer and such payment bonds will be filed with
the Clerk of the County Commission of the County in which such work is to be performed
prior to commencement of construction of the Project in compliance with West Virginia
Code, Section 38-2-39.

(4)  FIDELITY BONDS will be provided as to every officer and
employee of the Issuer having custody of the revenues or of any other funds of the System,
in an amount at least equal to the total funds in the custody of any such person at any one
time,

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

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

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

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

Section 7.16. Connections. To the extent permitted by the laws of the State
and rules and regulations of the PSC, the Issuer shall require every owner, tenant or occupant
of any house, dwelling or building intended to be served by the System to connect thereto.
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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 PSC and
the Infrastructure Council necessary for the acquisition and construction of the Project and
the operation of the System and all approvals for issuance of the Series 2006 Bonds required
by State law, with all requisite appeal periods having expired without successful appeal.

Section 7.18. Compliance with Loan Agreement and Law. The Issuer shall
perform, satisfy and comply with all the terms and conditions of the Loan Agreement and the
Act. Notwithstanding anything herein to the contrary, the Issuer shall provide the BPH and
the Infrastructure Council with copies of all documents submitted to the Authority.

The Issuer shall also comply with all applicable laws, rules and
regulations issued by the Authority, the BPH, the Infrastructure Council or other State,
federal or local bodies in regard to the acquisition and construction of the Project and the
operation, maintenance and use of the Systen.

Section 7.19. Statutory Mortgage Lien. For the further protection of the
Registered Owner of the Series 2006 Bonds, a statutory mortgage lien upon the System is
granted and created by the Act, which statutory mortgage lien is hereby recognized and
declared to be valid and binding and shall take effect immediately upon delivery of the Series
2006 Bonds and shall be on a parity with the statutory mortgage lien in favor of the
Registered Owners of the Prior Bonds.

Section 7.20. Securities Laws Compliance. The Issuer shall 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 Authonty may comply with the provisions
of SEC Rule 15¢2-12 (17 CFR Part 240).

Section 7.21. Contracts; Public Releases. A. The Issuer shall, simultaneously
with the delivery of the Series 2006 Bonds or immediately thereafter, enter into written
contracts for the immediate acquisition or construction of the Project.

B. The Issuer shall submit all proposed change orders to the BPH
and the Infrastructure Council for written approval. The Issuer shall obtain the written
approval of the BPH and the Infrastructure Council before expending any proceeds of the
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Serics 2006 Bonds held in “contingency” as set forth in the schedule attached to the
certificate of the Consulting Engineer. The Issuer shall also obtain the written approval of
the BPH and the Infrastructure Council before expending any proceeds of the Series 2006
Bonds made avatlable due to bid or construction or project underruns.

C. The Issuer shat} List the funding as being provided by the Authority, the
BPH and the Infrastructure 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
'roject.
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ARTICLE VIil

INVESTMENTS

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

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

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investments, and shall distribute to the Issuer, at least once each year (or more
often if reasonably requested by the Issuer), a summary of such funds, accounts and
investment earnings. The Issuer shall retain all such records and any additional records with
respect to such funds, accounts and investment earnings so long as any of the Series 2006
Bonds are Outstanding and as long thereafter as necessary to comply with the Code and
assure the exclusion of interest, if any, on the Series 2006 Bonds from gross income for
federal income tax purposes.

Section 8.02. Certificate as to Use of Proceeds. The Issuer shall deliver a
certificate as to use of proceeds or other similar certificate to be prepared by nationally
recognized bond counsel relating to restrictions on the use of proceeds of the Series 2006
Bonds as a condition to issuance of the Series 2006 Bonds. In addition, the Issuer covenants
(i) to comply with the Code and all Regulations from time to time in effect and applicable
to the Series 2006 Bonds as may be necessary in order to maintain the status of the Series
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2006 Bonds as governmental bonds; (i1) that it shall not take, or permit or suffer to be taken,
any action with respect to the Issuer’s use of the proceeds of the Series 2006 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, the Infrastructure Council or the BPH,
as the case may be. from which the proceeds of the Series 2006 Bonds are denived, to lose
their status as tax-exempt bonds; and (ii1} to take such action, or refrain from taking such
action, as shall be deemed necessary by the Issuer, or requested by the Authority, the
Infrastructure Council or the BPH, to ensure compliance with the covenants and agreements
set forth in this Section 8.02, regardless of whether such actions may be contrary to any of
the provisions of this Bond Legislation.

The Issuer shall annually furnish to the Authority information with respect to
the Issuer’s use of the proceeds of the Series 2006 Bonds and any additional information
requested by the Authority,
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ARTICLE 1X

DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of'the following events shall constitute
an "Event of Default" with respect to the Series 2006 Bonds:

(1) If default occursin the due and punctual payment of the principal
of or interest, if any, on any Series 2006 Bonds; or

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

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

(4)  Ifdefault occurs with respect to the Prior Bonds or the Prior Ordinance.

Section 9.02. Remedies. Upon the happening and continuance of any Event
of Default, any Registered Owner of the Series 2006 Bonds may exercise any available
remedy and bring any appropriate action, suit or proceeding to enforce his or her rights and,
in particular, (i) bring suit for any unpaid principal or interest then due, (i1) by mandamus or
other appropriate proceeding enforce all rights of such Registered Owners, including the
right to require the Issuer to perform its duties under the Act, the Loan Agreement and the
Bond Legislation relating thereto, including but pot limited to the making and collection of
sufficient rates or charges for services rendered by the System, (iii) bring suit upon the Series
2006 Bonds; (iv) by action at law or bill in equity require the Issuer to account as if it were
the trustee of an express trust for the Registered Owners of the Series 2006 Bonds, and (v) by
action or bill in equity, enjoin any acts in violation of the Bond Legislation with respect to
the Series 2006 Bonds, or the rights of such Registered Owners; provided that, all rights and
remedies of the Registered Owners of the Series 2006 Bonds shall be on a parity with the
Registered Owners of the Prior Bonds.

Section 9.03. Appointment of Receiver. Any Registered Owner of the Series
2006 Bonds may, by proper legal action, compel the performance of the duties of the Issuer
under the Bond Legislation and the Act. including, the completion of the Project, the making
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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, any Registered Owner shall, in addition to all other remedies or rights, have the right
by appropriate legal proceedings to obtain the appointment of a receiver to administer the
System or to complete the acquisition and construction of the Project 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 ofthe Bonds and interest and the
deposits into the funds and accounts hereby established, and to apply such rates, rentals, fees,
charges or other revenues in conformity with the provisions of this Bond Legislation and the
Act.

| The receiver so appointed shall forthwith, directly or by his or her or its agents
and attorneys, enter into and upon and take possession of all facilities of the System and shall
hold, operate and maintain, manage and control the System, and each and every part thereof,
and in the name of the Issuer exercise all the rights and powers of the Issuer with respect to
the Systen 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 lssuer 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 the Registered Owners and the curing and making good of
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any Event of Default with respect thereto under the provisions of this Bond Legislation, and

the title to and ownership of the System shall remain in the Issuer, and no court shall have
any jurisdiction to enter any order or decree permitting or requiring such receiver to sell,
assign, mortgage or otherwise dispose of any assets of the System.
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ARTICLE X
PAYMENT OF BONDS

Section 10.01.  Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid to the Registered Owners of the Series 2006 Bonds, the principal of and
interest, i any, due or to become due thereon, at the times and in the manner stipulated
therein and in this Bond Legislation, then the pledge of Gross Revenues and other moneys
and securities pledged under this Bond Legislation and all covenants, agreements and other
obligations of the Issuer to the Registered Owners of the Series 2006 Bonds shall thereupon
cease, terminate and become void and be discharged and satisfied, except as may otherwise
be necessary to assure the exclusion of interest, if any, on the Senies 2006 Bonds from gross
income for federal income tax purposes.
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ARTICLE X1

MISCELLANEOQUS

Section 11.01. Amendment or Modification of Bond Legislation. Prior to the
issuance of the Series 2006 Bonds, this Ordinance may be amended or supplemented in any
way by the Supplemental Resolution. Following tssuance of the Series 2006 Bonds, no
material modification or amendment of this Ordinance, or of any ordinance, resolution or
order amendatory or supplemental hereto, that would materially and adversely affect the
rights of Registered Owners of the Series 2006 Bonds shall be made without the consent in
writing of the Registered Owners of the Series 2006 Bonds so affected and then Outstanding;
provided, that no change shall be made in the maturity of the Series 2006 Bonds or the rate
of interest, if any, thereon, or in the principal amount thereof, or affecting the unconditional
promise of the Issuer to pay such principal and interest, if any, out of the funds herein
pledged therefor without the consent of the Registered Owners thereof. No amendment or
modification shall be made that would reduce the percentage of the principal amount of the
Series 2006 Bonds required for consent to the above-permitted amendments or modifications.
Notwithstanding the foregoing, this Bond Legislation may be amended without the consent
of any Registered Owner as may be necessary to assure compliance with Section 148(f) of
the Code relating to rebate requirements or otherwise as may be necessary to assure the
excludability of interest, if any, on the Series 2006 Bonds from gross income of the
Registered Owners thereof.

Section 11.02. Bond Legislation Constitutes Contract. The provisions of the
Bond Legislation shall constitute a contract between the Issuer and the Registered Owners
of the Bonds, and no change, variation or alteration of any kind of the provisions of the Bond
Legislation shall be made in any manner, except as in this Bond Legislation provided.

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

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

Section 11.05. Conflicting Provisions Repealed. Except for the Pror
Ordinance, all ordinances, orders or resolutions and or parts thereof in conflict with the
provisions of this Ordinance are, to the extent of such conflict, hereby repealed; provided
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that, in the event of any conflict between this Ordinance and the Prior Ordinance, the Prior
Ordinance shall control (unless less restrictive), so long as the Prior Bonds are outstanding.

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

_ Section 11.07. Reimbursement. (A) This Bond Ordinance is intended to~
constitute a “declaration of official intent” pursuant to Section 1.150-2 of the Treasury
Regulations promulgated under the Internal Revenue Code of 1986, as amended (the
“Reimbursement Regulations™).

(B)  The source of payment for such capital expenditures will be the
temporary line of credit for the Project and upon issuance of the Bonds, proceeds thereof not
to exceed the amount of such capital expenditures will be applied to reimbursement and
repayment of such temporary line of credit.

(C)  The maximum amount of such reimbursement is $400,000 and
the maximum principal amount of the Bonds to be issued for desxgn, acquisition, construction
-and equipping of the Project is $2,000,000.

(DY The Town shall provide written evidence of all reimbursement
allocations within 30 days following the issuance of the Series 2006 Bonds.

Section 11.08. Statutory Notice and Public Hearing. Upon adoption hereof,
an abstract of this Ordinance in the form set forth in Exhibit A attached hereto and
incorporated herein by reference, shall be published once a week for 2 successive weeks
within a period of fourteen consecutive days, with at least 6 full days intervening between
each publication, in the Morgan Messenger, a newspaper published and of general circulation
in the Town of Bath, together with a notice stating that this Ordinance has been adopted and
that the Issuer contemplates the issuance of the Series 2006 Bonds, and that any person
interested may appear before the Governing Body upon a date certain, not less than 10 days
subsequent to the date of the first publication of such abstract of this Ordinance and notice,
and present protests, and that a certified copy of this Ordinance is on file with the Governing
Body for review by interested persons during office hours of the Governing Body. The
Governing Body hereby determines that the abstract of this Ordinance as set forth in Exhibit
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The Governing Body hereby determines that the abstract of this Ordinance as set forth in
Exhibit A contains sufficient information as to give notice of the contents hereof. At such

hearing, all objections and suggestions shall be heard and the Governing Body shall take such
action as it shall deem proper in the premises.

Section 11.09. Effective Date. This Ordinance shall take effect immediately
following public hearing and final reading hereof

Passed on First Reading: 8 - 7 , 2006
Passed on Second Reading: g/ - / [ ,2006

Passed on Final Reading

Following Public '
Hearing: g - 3 g 2006

Juis) Ykl

Mayor
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A contains sufficient information as to give notice of the contents hereof. At such hearing,
all objections and suggestions shall be heard and the Governing Body shall take such action
as it shall deem proper in the premises.

Section 11.09. Effective Date. This Ordinance shall take effect immediately
following public hearing and final reading hereof.

Passed on First Reading: , 2006
Passed on Second Reading: , 2006
Passed on Final Reading

Following Public .
Hearing: ., 2006

Mayor
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EXHIBIT A

TOWN OF BATH

NOTICE OF PUBLIC HEARING AND ABSTRACT OF BOND ORDINANCE

Notice is hereby given to any person interested that on , 2006,
the Council of the Town of Bath (the "Issuer™), adopted an ordinance which, among other
things:

1. Authorized the acquisition and construction of certain additions,
betterments and improvements (the "Project”) to the Issuer’s existing waterworks system (the
“System”) and the financing of the cost, not otherwise provided, thereof through the issuance
of not more than $1,250,000 in aggregate principal amount of Water Revenue Bonds, Series
2006 A (West Virginia DWTRF Program) and not more than $1,350,000 in aggregate
principal amount of Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure
Fund) (collectively, the "Bonds™).

2. Directed that the Bonds be issued in such principal amounts, bear
interest, if any, at such rate or rates, not exceeding the then legal maximum rate, payable
quarterly on such dates, mature on such dates and in such amounts and redeemable, in whole
or in part, as prescribed in a supplemental resolution or in the respective Loan Agreements
for the Bonds; authorized the execution and delivery of the L.oan Agreements.

3. Directed the continuation of a revenue fund and the disposition of the
revenues of the System; provided for the payment of operating expenses of the System and
debt service on the Bonds; directed the creation of the respective sinking funds, reserve
accounts, a renewal and replacement fund and a bond construction trust fund and the
disbursement of Bond proceeds.

4. Provided that the Bonds shall not be or constitute an indebtedness of the
Issuer within the meaning of any constitutional or statutory provision or limitation, but shall
be payable solely from the Gross Revenues of the System; pledged the Gross Revenues of the
System to payment of the Bonds and established the rights of the registered owners of the
Bonds to the Gross Revenues of the System; provided certain conditions for the issuance of
additional bonds.

5. Provided for insurance coverage on the Project and the System,
enforcement of collection of rates and other charges for the System, and other covenants of
the Issuer in favor of the registered owners of the Bonds.
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6. Established the events of default and the remedies of the registered
owners of the Bonds; provided for the modification or amendment of the Ordinance upon the
terms and conditions set forth in the Ordinance.

The Issuer contemplates the issuance of the Bonds described in and under the
conditions set forth in the Ordinance abstracted above. Any person interested may appear
before the Council of the Town of Bath at a meeting on 2006,at __ :00
p.m., in the Council Chambers, Town Hall, 103 Wilkes Street, Berkeley Springs, West
Virginia, and present protests and be heard as to whether the above-described Ordinance
shall be put into effect.

A certified copy of the Ordinance as adopted by the Council is on file with the
Recorder for review by interested persons during the office hours of the Town Hall.

Clerk
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TOWN OF BATH 2.9
WATER REVENUE BONDS,
SERIES 2006 A (WEST VIRGINIA DWTRF PROGRAM) AND
SERIES 2006 B (WEST VIRGINIA INFRASTRUCTURE FUND)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE
PRINCIPAL. AMOUNTS, DATES, MATURITY DATES,
INTEREST RATES, PAYMENT SCHEDULES, SALE PRICES
AND OTHER TERMS OF THE TOWN OF BATH WATER
REVENUE BONDS, SERIES 2006 A (WEST VIRGINIA DWTREF
PROGRAM) AND SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND); AUTHORIZING AND
APPROVING THE LOAN AGREEMENTS RELATING TO SUCH
BONDS AND THE SALE AND DELIVERY OF SUCH BONDS
TO THE WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY: DESIGNATING A REGISTRAR, PAYING
AGENT AND DEPOSITORY BANK; AND MAKING OTHER
PROVISIONS AS TO THE BONDS.

WHEREAS, the Council (the “Governing Body”) of the Town of Bath (the
“Issuer”) has duly and officially passed a Bond Ordinance on August 14, 2006, effective
August 28, 2006 (the “Bond Ordinance”), entitled:

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS, BETTERMENTS
AND IMPROVEMENTS TO THE EXISTING PUBLIC
WATERWORKS SYSTEM OF THE TOWN OF BATH AND THE
FINANCING OF THE COST THEREOF, NOT OTHERWISE
PROVIDED, THROUGH THE ISSUANCE BY THE TOWN OF
NOT MORE THAN $1,250,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2006 A
(WEST VIRGINIA DWTRF PROGRAM) AND NOT MORE
THAN $1,350,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
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INFRASTRUCTURE FUND); PROVIDING FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE REGISTERED

OWNERS OF SUCH BONDS; AUTHORIZING EXECUTION
AND DETIVERY OF ALL DOCUMENTS RELATING TO THE
ISSUANCE OF SUCH BONDS; APPROVING, RATIFYING AND
CONFIRMING LOAN AGREEMENTS RELATING TO SUCH
BONDS; AUTHORIZING THE SALE AND PROVIDING FOR
THE TERMS AND PROVISIONS OF SUCH BONDS; STATING
THE REASONABLE EXPECTATION OF THE COUNCIL OF
THE TOWN OF BATH TO REIMBURSE THE TOWN FOR
CAPITAL EXPENDITURES IN CONNECTION WITH THE
DESIGN, ACQUISITION, CONSTRUCTION AND EQUIPPING
OF SUCH ADDITIONS, BETTERMENTS AND
IMPROVEMENTS PRIOR TO THE ISSUANCE OF TAX-
EXEMPT REVENUE BONDS; AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

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

WHEREAS, the Bond Ordinance provides for the issuance of the Water
Revenue Bonds, Series 2006 A (West Virginia DWTRF Program) and Series 2006 B
(West Virginia Infrastructure Fund), of the Issuer, in the respective aggregate principal
amounts not to exceed $1,250,000 and $1,350,000 (collectively, the "Bonds" and
individually, the "Series 2006 A Bonds" and "Series 2006 B Bonds™), and has authorized
the execution and delivery of a loan agreement relating to the Series 2006 A 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 Bureau for Public Health (the “BPH”), and a loan agreement relating to the
Series 2006 B Bonds, including all schedules and exhibits attached thereto, by and
between the Issuer and the Authority, on behalf of the West Virginia Infrastructure and
Jobs Development Council (the "Infrastructure Council™) (collectively, the "Loan
Agreement™), all in accordance with Chapter 8, Article 19 and Chapter 16, Article 13C
and Chapter 31, Article 15A of the Code of West Virginia, 1931, as amended
(collectively, the “Act”); and in the Bond Ordinance it is provided that the exact principal
amounts, dates, maturity dates, interest rates, payment schedules, sale prices and other
terms of the Bonds should be established by a supplemental resolution, 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;
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WHEREAS, the Bonds are proposed to be purchased by the Authority
pursuant to the Loan Agreement, and

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the “Supplemental Resolution”) be adopted, that the Loan
Agreement be approved and ratified by the Issuer, that the exact principal amounts, dates,
maturity dates, interest rates, payment schedules, 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 THE TOWN OF BATH, WEST VIRGINIA, AS FOLLOWS:

Section 1. It is hereby found and determined that:

(A) The Notice of Public Hearing and Abstract of Bond Ordinance (the
“Notice”) was duly published in the Morgan Messenger, a qualified newspaper published
and of general circulation in the Issuer, with the first publication thereof being not less
than 10 days before the day set by the Bond Ordinance and the Notice for the public
hearing at which interested persons may appear before the Council and present protests
and suggestions and with the last publication thereof being prior to said date set by the
Bond Ordinance and the Notice for the public hearing, and a copy of the Affidavit of
Publication reflecting such publications is incorporated herein by reference;

(B) In accordance with the Bond Ordinance and the Notice, the

Recorder has maintained in her office a certified copy of the Bond Ordinance for review
by interested persons during the regular office hours of such office;

(C) In Council chambers, Town Hall, 271 Wilkes Street, Berkeley
Springs, West Virginia, on August 28, 2006, at 5:30 p.m., prevailing time, in accordance
with the Bond Ordinance and the Notice, the Council met for the purpose of hearing
protests and suggestions regarding whether the Bond Ordinance should be put into effect
and heard all protests and suggestions with regard thereto;

(D) At the public hearing, no significant reasons were presented
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that would require modification or amendment of the Bond Ordinance and no written
protest with regard thereto was filed by 30 percent or more of the frecholders of the
ssuer; and

(E)  The Bond Ordinance shall be put into effect as of the date hercof and
the Bonds contemplated thereby shall be issued, all as provided in the Bond Ordinance
and this Supplemental Resolution.

Section 2. Pursuant to the Bond Ordinance and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the
following bonds of the Issuer:

(A) Water Revenue Bonds, Series 2006 A (West Virginia DWTRF
Program), of the [ssuer, originally represented by a single Bond, numbered AR-1, in the
original principal amount of $1,250,000. The Series 2006 A Bonds shall be dated the
date of delivery, shall finally mature June 1, 2037, and shall bear no interest. The
principal of the Series 2006 A Bonds shall be payable quarterly on March 1, June 1,
September 1 and December 1 of each year, commencing September 1, 2007, in the
amounts as set forth in the Schedule Y attached to the Loan Agreement and incorporated
in and made a part of the Series 2006 A Bonds. The Issuer hereby approves and shall pay
the Administrative Fee equal to 1% of the principal amount of the Series 2006 A Bonds
set forth in the Schedule Y attached to the Loan Agreement. The Series 2006 A Bonds
shall be subject to redemption upon the written consent of the Authority and the BPII,
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
2006 A Bonds. '

(B) Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure
Fund), of the Issuer, originally represented by a single Bond, numbered BR-1, in the
original principal amount of $1,237,000. The Series 2006 B Bonds shall be dated the
date of delivery, shall finally mature June 1, 2046, and shall bear no interest. The
principal of the Series 2006 B Bonds shall be payable quarterly on March 1, June I,
September 1 and December 1 of each year, commencing June 1, 2008, in the amounts as
set forth in the Schedule Y attached to the Loan Agreement and incorporated in and made
a part of the Series 2006 B Bonds. The Series 2006 B Bonds shall be subject to
redemption upon the written consent of the Authority and the Infrastructure Council, and
upon payment of the redemption premium, if any, and otherwise in compliance with the
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Loan Agreement, so long as the Authority shall be the Registered Owner of the Series
2006 B Bonds.

Section3.  All other provisions relating to the Bonds and the text of
the

Bonds shall be in substantially the forms provided in the Bond Ordinance.
: Section 4. ~ The Issuer hereby ratifies, approves and accepts the L.oan
Agreement, including all schedules and exhibits attached thereto, a copy of which is
incorporated herein by reference, and the execution and delivery of the Loan Agreement
by the Mayor, and the performance of the obligations contained therein, on behalf of the
Issuer, are hereby authorized, directed, ratified and approved. The Issuer hereby affirms
all covenants and representations made in the Loan Agreement and in the application to
the BPH, the Infrastructure Council and the Authority. The price of the Bonds shall be
100% of par value, there being no interest accrued thereon, provided that the proceeds of
the Bonds shall be advanced from time to time as requisitioned by the Issuer.

Section 5.  The Issuer hereby appoints and designates Citizens National
Bank of Berkeley Springs, Berkeley Springs, West Virginia, to serve as Registrar (the
“Registrar”) for the Bonds under the Bond Ordinance and approves and accepts the
Registrar’s Agreement to be dated the date of delivery of the Bonds, by and between the
Issuer and the Registrar, and the execution and delivery of the Registrar’s Agreement by
the Mayor, and the performance of the obligations contained therein, on behalf of the
Issuer, are hereby authorized, directed and approved.

Section 6. The Issuer hereby appoints and designates the West
Virginia
Municipal Bond Commission, Charleston, West Virginia (the “Commission”), to serve as
Paying Agent for the Bonds under the Bond Ordinance.

Section 7. The Issuer hereby appoints and designates Citizens National
Bank of Berkeley Springs, Berkeley Springs, West Virginia, to serve as Depository Bank
under the Bond Ordinance.

Section 8.  Series 2006 A Bonds proceeds in the amount of $-0- shall
be
deposited in the Series 2006 A Bonds Sinking Fund as capitalized interest.
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Section 9.  Series 2006 A Bonds proceeds in the amount of $-0- shall
be
deposited in the Series 2006 A Bonds Reserve Account.

Section 10. Series 2006 B Bonds proceeds in the amount of $-0- shall
be
deposited in the Series 2006 B Bonds Sinking Fund as capitalized interest.

Section 11.  Series 2006 B Bonds proceeds in the amount of $-0-
shall be deposited in the Series 2006 B Bonds Reserve Account.

Section 12. The rer’naining proceeds of the Bonds, as advanced from
time
to time, shall be deposited in or credited to the Series 2006 Bonds Construction Trust
Fund, as received from time to time for payment of costs of the Project, including costs of
issuance of the Bonds.

Section 13. The Mayor and Recorder are hereby authorized and directed
to
execute and deliver such other documents and certificates required or desirable in
connection with the Bonds hereby and by the Bond Ordinance approved and provided
for, to the end that the Bonds may be delivered to the Authority pursuant to the
Loan Agreement on or
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about August 29, 2006.

Section 14. The acquisition and construction of the Project and the
financing thereof 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 15. The Issuer hereby determines to invest all moneys in the funds
and accounts established by the Bond Ordinance held by the Depository Bank until
expended, in money market accounts secured by a pledge of Government Obligations, and
therefore. the Issuer hereby directs the Depository Bank to invest all moneys in such money
market accounts until further directed in writing by the Issuer. Moneys in the Series 2006 A
Bonds Sinking Fund, the Series 2006 B Bonds Sinking Fund, the Series 2006 A Bonds
Reserve Account and the Series 2006 B Bonds Reserve Account shall be invested by the
Commission in the West Virginia Consolidated Fund.

Section 16. The Issuer hereby approves and accepts all contracts relating
to the financing, acquisition and construction of the Project.

Section 17. The Issuer hereby approves the costs of issuance and
authorizes the payment of the same.

Section 18. This Supplemental Resolution shall be effective immediately
following adoption bereof.

Adopted this 28" day of August, 2006.

oz Lokl

Mayor
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Council
of the Town of Bath on the 28" day of August, 2006.

Dated this 29" day of August, 2006.

[SEAL] /W%

Recorder

87171406
000802/00303
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF BATH
WATER REVENUE BOND, SERIES 2006 A
(WEST VIRGINIA DWTRF PROGRAM)

No. AR-1 L - $1,250,000

KNOW ALL MEN BY THESE PRESENTS: That on this 29" day
of August, 2006, the TOWN OF BATH, a municipal corporation and political
subdivision of the State of West Virginia in Morgan County of said State (the "Issuer™),
for value received, hereby promises to pay, solely from the special funds provided
therefor, as hereinafter set forth, to the WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY (the "Authority") or registered assigns, the sum of One Million Two
Hundred-Fifty Thousand DOLLARS ($1,250,000), or such lesser amount as shall have
been advanced to the Issuer hereunder and not previously repaid, as set forth in the
Record of Advances attached as EXHIBIT A hereto and incorporated herein by
reference, in quarterly installments on March 1, June 1, September 1 and December 1 of
each year, commencing September 1 2007, as set forth on the Debt Service Schedule
attached as EXIIBIT B hereto and incorporated herein by reference. The Administrative
Fee (as defined in the hereinafter described Bond Legislation) on this Bond shall be
payable quarterly on March 1, June 1, September 1 and December 1 of cach year,
commencing September 1, 2007, as set forth on EXHIBIT B attached hereto.

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
Bureau for Public Health (the “BPH"), 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 BPH, dated August 29, 2006.




This Bond is issued (i)to pay a portion of the costs of acquisition and
construction of certain additions, betterments and improvements to the existing
public waterworks systera of the Issuer (the “Project”); and (ii) to pay certain costs of
issuance of this Bond and related costs. The existing public waterworks system of the
Issuer, the Project and any further additions, betterments or improvements thereto are
herein called the “System.” This Bond is issued under the authority of and in full
compliance with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 8, Article 19 and Chapter 16, Article 13C of the Code of
" West Virginia, 1931, as amended . (collectively, the “Act”), a Bond Ordinance duly
enacted by the Issuer on August 14, 2006, effective August 28, 2006 and a Supplemental
Resolution duly adopted by the Issuer on August 28, 2006 (collectively, the “Bond
Legislation”), and is subject to all the terms and conditions thereof. The Bond
Legislation provides for the issuance of additional bonds under certain conditions, and
such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Bond
Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PIEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
'RESPECTS. WITH THE ISSUER'S (1)WATER REVENUE REFUNDING AND
IMPROVEMENT BONDS, SERIES 1997 A, DATED JULY 15, 1997, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF §$1,430,000 (THE “SERIES
{697 A BONDS"); (2) WATER REVENUE BONDS, SERIES 2002 A (WEST
VIRGINIA DWTRF PROGRAM), DATED DECEMBER 9, 2002, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,150,000 (THE “SERIES
5002 A BONDS"); AND (3) WATER REVENUE BONDS, SERIES 20065 (WEST
VIRGINIA INFRASTRUCTURE FUND), DATED AUGUST 29, 2006, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $1.237,000 (THE “SERIES 2006 B BONDS”). THE SERIES 1557 A
BONDS, THE SERIES 2002 A BONDS AND THE SERIES 2006 B BONDS ARE
COLLECTIVELY CALLED THE “FIRST LIEN BONDS.”

This Bond is payable only from and secured by a pledge of the Gross
Revenues (as defined in the Bond Iegislation) to be derived from the System, on a parity
with the pledge of Gross Revenues “n favor of the registered owners of the First Lien
Bonds and from moneys in the reserve account created under the Bond Legislation for
this Bond (the “Series 2006 A Bonds Reserve Account”), and unexpended proceeds of
this Bond. Such Gross Revenues shall be sufficient to pay all operating expenses of the
System and the principal of and interest, if any, on all bonds which may be issued
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pursuant to the Act and shall be set aside as a special fund hereby pledged for such
purpose. This Bond does not constitute an ‘ndebtedness of the Issuer within the meaning
of any constitutional or statutory provision of limitation, nor shall the Issuer be obligated
to pay the same Or the interest, if any, hereon, except from said special fund provided
from the Gross Revenues, the moneys in the Series 7006 A Bonds Reserve Account and
unexpended proceeds of this Bond. Pursuant to the Bond Legislation, the Issuer has
covenanted and agreed to establish and maintain just and equitable rates and charges for
the use of the System and the services rendered thereby, which shall be sufficient,
together with other revenues of the System, to comply with the rate coverage required by
the ordinance authorizing the Series 1997 A Bonds, so long as the Series 1997 A Bonds
are outstanding, and thereafter, sufficient to provide for the reasonable expenses of
operation, repair and maintenance of the System, and to leave a balance each year equal
to at least 115% of the maximum amount of principal of and interest, if any, on this
Bond, payable in any year and all other obligations secured by a lien on or payable from
such revenues on a parity with this Bond; provided however, that so long as there exists
in the Series 2006 A Bonds Reserve Account an amount at least equal to the maximum
amount of principal and interest, if any, which will become due on this Bond in the then
current or any succeeding year, and in the respective reserve accounts established for any
other obligations outstanding on a parity with this Bond, 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 this Bond for the terms of
which reference is made to the Bond Legislation. Remedies provided the registered
owners of this Bond are exclusively as provided in the Bond Legislation, to which
reference is here made for a detailed description thereof.

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

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

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

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and 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 Gross
Revenues of the System has been pledged to and will be set aside into said special fund
by the Issuer for the prompt payment of the principal of this Bond.
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All provisions of the Bond [ egislation, resolutions and statutes under
which this Bond is issued shall be deemed to be a part of the contract evidenced by this
Bond to the same extent as if written fully herein.

IN WITNESS WHEREOF, the TOWN OF BATH has caused this Bond to
be signed by its Mayor and its corporate seal to be hereunto affixed and attested by its
Recorder, and has caused this Bond to be dated as of the date first written above.
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CITIZENS NATIONAL BANK OF
BERKELEY SPRINGS, as Registrar
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Authorized Officer

This Bond is one of the Series 2006 A Bonds described in the wi

Date: August 29, 2006.

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

set forth above, as of the date set forth below.
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$1,250,000
Town of Bath
0% Interest Rate, 1% Administrative Fee, 30 Years
Closing Dete: August 29, 2006

Deht Service Schedule
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bkl LT 10 10,417,054
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{EHOLME it,417.00 1041700
P00 104170 FEE Tt
R0 1 C1DAFRE . (641 T.00
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a¥u101Z 41 TR0 10 4ET.00
OS01Z012 L4700 10,4§7.06
QW01 AL 700 . 10,417.00
1312012 TUHRAT 00 10.417.00
o3 INELT0 IDATER)
BEALIE1 4L 104170
W21 10,417,080 1041700
T2 ) {0.4]7.08 1041100
[iEE 31K 10,4 F 700 iBATT00
[ ia el B 1041740 1045700
DTty Bl 1041500 1243700
|20k 1041700 Lo 44700
PrLa e S N IDAITED 10417,00
DEM LIS 1041740 1l 1
SERLHIES 41750 13417.08
1201208 HATTO0 10417 00%
WAGLR0LE 21780 041200
S LIRS {AE100 10417.00
SaoLG HLALTOD . 16417 06
TUTTR0TE HEA T 00 - ’ 1041700
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51,250,000
Town of Bath
0% Interest Rate, 1% Admrnistrative Fee, 30 Years
Closing Date: Aygust 29, 2006

e
R

Debt Service Sehedule

Date: Primelpak Totul P+

Qg 10T 1041740 ) 1:417.00
eI 10, 47740 WA T7.00
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THORIL 19,4700 10,817.08
L0z 1040 700 HL4T7 .00
OR8) 1 /2032 iy de] 10A417Q
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03017023 AL T.0R L a1To0
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OB AT HL417.00
feliarrirs iy . , 1B.4E7.090 JOA1T
RS T AT 10,417,060
RO IR 1A11.00 : iB417.00
MO0 F AL TO0 A0
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ORLIETES §0,417.00 41700
DL A0 10,417.00
[l by i 4100 1041768
601G 1041700 AT
DRAIZINE, , 1 ALT 00 1041700
EI0) FE25 15417.00 a7
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$1,250,000
Town of Bath
0% Interest Rate, 1% Administrative Fes, 30 Years
Closing Date; August 29, 2006

Diebt Service Schedule

TR, -

Dty Prindpsl Totnl L
R 0,446,060 . 1441657
LINEA0RE 10,5 £6.00 H 19,416,00
R ' 1641600 £0,415.00
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T LT 041600 A
(ARG E 10,41 6.0 10416
sty Ay 10,4161k 10 HAH
0501/ 631 16, 416.6Q 104600
OSDL32 N 1 AHEL0 HWALELG
iz Ta)) 10 4E R4 X500
ol 12,456.00 PO A LG0T
%y T, ix R 1B ALR00 416,00
O /0TF 149,41 600 A TS00

0T E3 41500 i 10,416,080
THREG ST F1S0D jedis s
DS 10,515.00 10, 416.00
RO 0,4 16,00 10, | IXF
P03 1041500 1A6L0
LINHTE 1041600 10.416.00
FeULiE 1041600 0ATR00
QMRS 1041600 . 41400
{27083 D416 ERA RSO0
[fangte i 16416830 1 A6.00
Q0L 3D ) 041660 i 1341600
G136 1041600 1 didn
YLD IGIE §0,816.00 10416.00
NIA LT 14, 33600 {04 16.08
DAM123T 19,436,00 1041400

Tetk ) 51,750.600.00 35,250.606.00 *
P $1 57548 sna-percant administrative fea paid quartarty. Taial fee aver fifs of loan is §160,058.62.
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FOR VALUE RECEIVED the undersigned sells,
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF BATH
WATER REVENUE BOND, SERIES 2006 B
(WEST VIRGINIA INFRASTRUCTURE FUND)

$1,237,000

No. BR-1

KNOW ALL MEN BY THESE PRESENTS: Thaton this 29° day
of August, 2006, the TOWN OF BATH, a municipal corporation and political
subdivision of the State of West Virginia in Morgan County of said State (the "Issuer”),
for value received, hereby promises to pay, solely from the special funds provided
therefor, as hereinafter set forth, to the WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY (the "Authority") or registered assigns, the sum of One Million Two
Hundred Thirty-Seven Thousand DOLLARS ($1,237,000), or such lesser amount as shall
have been advanced to the Issuer hereunder and not previously repaid, as set forth in the
Record of Advances attached as EXHIBIT A hereto and incorporated herein by
reference, in quarterly installments on March 1, June 1, September 1 and December 1 of
each year, commencing June 1, 2008, as set forth on the Debt Service Schedule attached

a5 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 “Infrastructure Council™), and
upon the terms and conditions prescribed by, and otherwise in compliance with, the L.oan
Agreement by and between the Issuer and the Authority, on behalf of the Infrastructure

Council, dated August 29, 2006.

This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of certain additions, betterments and.improvements to the existing public
waterworks system of the Issuer (the "Project”); and (i} to pay certain costs of issuance
of this Bond and related costs. The existing public waterworks system of the Issuer, the
Project and any further additions, betterments or improvements thereto are herein called
the “System.” This Bond is issued under the authority of and in full compliance with the
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Constitution and statutes of the State of West Virginia, including particularly Chapter 8,
Article 19 and Chapter 31, Article 15A of the Code of West Virginia, 1931, as amended
(collectively, the “Act”), a Bond Ordinance duly enacted by the Issuer on August 14,
2006, effective August 28, 2006 and a Supplemental Resolution duly adopted by the
Issuer on August 28, 2006 (collectively, the “Bond Legjslation”), 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 WITH RESPECT TO LIENS,

PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE ISSUER'S (H)WATER . REVENUE REFUNDING AND
IMPROVEMENT BONDS, SERIES 1997 A, DATED JULY 15, 1997, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,430,000 (THE “SERIES
1997 A BONDS"): (2) WATER REVENUE BONDS, SERIES 2002 A (WEST
VIRGINIA DWTRF PROGRAM), DATED DECEMBER 9, 2002, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,150,000 (THE “SERIES
2002 A BONDS™); AND (3) WATER REVENUE BONDS, SERIES 2006 A (WEST
VIRGINIA DWTRF PROGRAM), DATED AUGUST 29, 2006, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $1,250,000 (THE "SERIES 2006 A BONDS"). THE SERIES 1997 A
BONDS, THE SERIES 2002 A BONDS AND THE SERIES 2006 A BONDS ARE
COLLECTIVELY CALLED THE “FIRST LIEN BONDS.”

This Bond is payable only from and secured by a pledge of the Gross
Revenues (as defined in the Bond Legislation) to be derived from the System, on a parity
with the pledge of Gross Revenues in favor of the registered owners of the First Lien
Bonds and from moneys in the reserve account created under the Bond Legislation for
this Bond (the "Series 2006 B Bonds Reserve Account™), and unexpended proceeds of
this Bond. Such Gross Revenues shall be sufficient to pay all operating expenses of the
System and the principal of and interest, if any, on all bonds which may be issued
pursuant to the Act and shall be set aside as a special fund hereby pledged for such
purpose. This Bond does not constitute an indebtedness of the Issuer within the meaning
of any constitutional or statutory provision or limitation, nor shall the Issuer be obligated
to pay the same or the interest, if any, hereon, except from said special fund provided
from the Gross Revenues, the moneys in the Series 2006 B Bonds Reserve Account and
unexpended proceeds of this Bond. Pursuant to the Bond Legislation, the Issuer has
covenanted and agreed to establish and maintain just and equitable rates and charges for
the use of the System and the services rendered thereby, which shall be sufficient,
together with other revenues of the System, to comply with the rate coverage required by




R

e
ARy

R

Wil

o
AR

e e P
e

bis e
wl[‘ $ul,
e

e

RN
i

the ordinance authorizing the Series 1997A Bonds, so long as the Series 1997 A Bonds
are outstanding, and thereafter, sufficient to provide for the reasonable expenses of
operation, repair and maintenance of the System, and to leave a balance each year equal
to at least 115% of the maximum amount of principal of and interest, if any, on this
Bond, payable in any year and all other obligations secured by a lien on or payable from
such revenues on a parity with this Bond; provided however, that so long as there exists
in the Serjes 2006 B Bonds Reserve Account an amount at least equal to the maximum
amount of principal and interest, if any, which will become due on this Bond in the then

current or any succeeding year, and in the respective reserve accounts established for any

other obligations outstanding on a parity with this Bond, 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 this Bond for the terms of
which reference is made to the Bond Legislation. Remedies provided the registered
owners of this Bond are exclusively as provided in the Bond Legislation, to which

reference is here made for a detailed description thercof.

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

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

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

[T IS HERERY 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 Gross
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, as Registrar

EY SPRINGS

CITIZENS NATIONAL BANK OF

Authorized Officer

BERKEL

i

This Bond is one of the Series 2006 B Bonds described in the w

CERTIFICATE OF AUTHENTICATION AND REGISTRATION
Date: August 29, 2006.
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EXHIBIT B

DEBT SERVICE SCHEDULE

$1.237.080

Town of Bath (West Virginia)
(% Interest Rafe, 40 Years from Closing Date
Closing Diate: Angust 29, 2006

Drebt Service Schedule

Part Y of £

Date Principst
DRI
1308
322007
368007
3

Tatal B41
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PRLEANL
6131

prrie el
1:0La01)
Q31U
J6437201)
902}

12512012
DI
360372013
08DER3
124173013

THEAIS
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$1,237,000
Town of Bath (West Virginia)

- (P Interest Rate, 40 Years from Closing Date
Closing Date: August 29, 2006

Trebt Service Schedule

Trats Principal
WL
TR0 LY
J3.0L20%2 352500
MRS
0L TH 2
139730818
pERi s
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plra vt 1
10442010
3013020
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1301200
AT
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$1.237,000
Town of Bath (West Virginia)

24 Taterest Rate, 40 Years from Closing Date
Closing Date: August 29, 2006

Tiebt Service Schedule Past 2 of 4
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93882932 TL83.0F TORSCO
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$3.237,600

Town of Bath (West Virginia)

(% Interest Rate, 40 Years from Closmg Date
Closing Date: August 29, 2006

Deht Service Schedule Part 4 of 4

e

Date Principal : Total P+{
26T ROES.00
11557039 B.OB5.00
3083.00
SESS G LR
B.023.00
3,085 19
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JEL S R ] : W XL E Ol
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1DLA045 822400
03942046 208800
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FOR VALUE RECEIVED the undersigned sells,
Attorney to transfer the s

iration of the within Bond of the said Issuer
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transfers unto the within Bond and does hereby
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2.7
TOWN OF BATH
WATER REVENUE BONDS, SERIES 2002 A
(WEST VIRGINIA DWTRF PROGRAM)

BOND ORDINANCE
TABLE OF CONTENTS
PAGE
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Section 2.01. Authorization of Acquisition and Construction of the Project .......... 12
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TOWN OF BATH

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS, BETTERMENTS
AND IMPROVEMENTS TO THE EXISTING WATERWORKS
SYSTEM OF THE TOWN OF BATH AND THE FINANCING OF
THE COST THEREOF, NOT OTHERWISE PROVIDED,
THROUGH THE ISSUANCE BY THE TOWN OFNOTMORE
THAN $1,150,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2002 A (WEST VIRGINIA
DWTRE PROGRAM); PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS OF SUCH BONDS; AUTHORIZING EXECUTION
AND DELIVERY OF ALL DOCUMENTS RELATING TO THE
ISSUANCE OF SUCH BONDS; APPROVING, RATIFYING AND
CONFIRMING A LOAN AGREEMENT RELATING TO SUCH
BONDS:; AUTHORIZING THE SALE AND PROVIDING FOR
THE TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

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

ARTICLE1

STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1.01. Authority of this Bond Legislation. ‘This Ordinance (together with
any ordinance Or resolution supplemental hereto or amendatory hereof, the “Bond
Legislation™) is enacted pursuant to the provisions of Chapter 8, Article 19 and Chapter 16,
Article 13C of the Code of West Virginia, 1931, as amended, and other apphcable provisions
of law.

Section 1.02. Definitions. The following terms shall have the following
meanings in this Bond Legislation unless the context expressly requires otherwise.

" Act" means, collectively, Chapter 8, Article 19 and Chapter 16, Article 13C of
the Code of West Virginia, 1931, as amended and in effect on the date of enactment of this
Bond Legislation.
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" A dministrative Fee" means any administrative fee required to be paid pursnant
to the Loan Agreement.

"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser and Registered Owner of the Series 2002 A Bonds on
behalf of the Program, or any other agency of the State that succeeds to the function of the
Authority.

"Bondholder,” "Holder," "Owner" or "Registered Owner" or any similar term
means any person who shall be the registered owner of any Outstanding Bond as hereinafter
defined.

“Bond Legislation,” “Ordinance” or “Bond Ordinance” means this Bond
Ordinance in its present form and all ordinances, orders and resolutions supplemental hereto
or amendatory hereof.

"Bonds" means, collectively, the Series 2002 A Bonds, the Prior Bonds and any
Parity Bonds hereafter issued within the terms, restrictions and conditions contained in this
Bond Legislation.

"Bond Year" mneans the twelve-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.

"BPH" means the West Virginia Bureau for Public Health, a division of the West
Virginia Department of Health and Human Resources, or any other agency, board or
department of the State that succeeds the function of the BPH.

“Certificate of Authentication and Registration” means the Certificate of
Aunthentication and Registration on the Series 2002 A Bonds in substantially the form set forth
in Section 3.08 hereof.

"Closing Date" means the date upon which there is an exchange of the Series
2002 A Bonds for all or a portion of the proceeds of the Series 2002 A Bonds from the
Authority and the BPH. '

"Code" means the Internal Revenue Code of 1986, as amended, including the
Regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Consulting Engineers” means Thrasher Engineering, Clarksburg, West Virginia,
or any engineer or firm of engineers, licensed by the State, which shall at any time hereafter
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be procured by the Issuer as Consulting Engineers for the System in accordance with Chapter
5G, Article 1 of the Code of West Virginia, 1931, as amended.

"Cost of Project” or "Costs"” means those costs described in Section 1.04 E.
hereof to be a part of the cost of the acquisition and construction of the Project.

"Depository Bank” means the bank or banks designated as such in the
Supplemental Resolution and any successors and assigps, which shall be a member of FDIC.

"DWTRF Regulations” ineans the regulations for the Program set forth in Title
64, Part 49 of the West Virginia Code of State Regulations.

“Rvent of Default” means any event or occuirence specified in Section 9.01
hereof.

“EDIC” 1neans the Federal Deposit Insurance Corporation and any successor to
the functions of the FDIC. '

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

"Fund" means the "West Virginia Drinking Water Treatment Revolving Fund”
established by the State, administered by the BPH and funded by capitalization grants awarded
to the State pursuant to the federal Safe Drinking Water Act, as amended, for the purpose of
establishing and maintaining a permanent perpetual fund for the construction, acquisition and
improveinent of drinking water facilifies.

"Governing Body" means the Council of the Issuer or any other governing body
of the Issuer that succeeds to the functions of the Council as presently constituted.

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

"Gross Revenues” means the aggregate gross operafing and non-operating
revenues of the System determined in accordance with generally accepted accounting
principles, after deduction of prompt payment discounts, if any, and reasonable provision for
uncollectible accounts; provided that, "Gross Revenues” does not include any gains from the
sale or other disposition of, or from any increase in the value of, capifal assets (including
Qualified Investments, as hereinafter defined) or any Tap Fees, as hereinafter defined and for
the furnishing by the Issuer of miscellaneous service.

MO36ES 14.1 3



"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.

“Infrastructure Council” means the West Virginia Infrastructure and Jobs
Development Council or any successor thereto.

"Investment Property” means

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

(B) any obligation,
(C) any annuity contract,
(D) any tuvestment-type property, oI

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

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

"Issuer” means the Town of Bath, a municipal corporation and political
subdivision of the State in Morgan County, West Virginia, and, when appropriate, also means
the Governing Body thereof and any department, board, organization or institution thereof in
control of the management and operation of the System, as hereinafter defined.

"Loan Agreeme]jt“ means the Drinking Water Treatment Revolving Fund Loan
Agreement entered into by and between the Issuer and the Authority, on behalf of the BPH,
providing for the purchase of the Series 2002 A Bonds from the Issuer by the Authority.

"Mayor" means the Mayor of the Issuer.

"Net Proceeds” means the face amount of the Series 2002 A Bonds, plus accrued

interest and premium, if any, less original issue discount, if any, and less proceeds deposited
in the Series 2002 A Bonds Reserve Account. For purposes of the Private Business Use
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limitations set forth herein, the term Net Proceeds shall include any amounts resulting from
the investment of proceeds of the Series 2002 A Bonds, without regard to whether or not such
investment is made in tax-exempt obligations.

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

"Nonpurpose Investment" means any Investment Property which is acquired with
the gross proceeds of the Series 2002 A Bonds and is not acquired in order to carry out the
governmental purpose of the Series 2002 A Bonds.

"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); the Administrative Fee;.fees and expenses of the
Authority, the BPH, fiscal agents, the Depository Bank, the Registrar and the Paying Agent
(other than those capitalized as part of the Costs); payments to pension or retirement funds;
taxes and such other reasonable operating costs and expenses as should normally and re gularly
be included under generally accepted accounting principles; provided that, "Operating
Expenses” does not include payments on account of the principal of or redemption premium,
if any, or interest on the Bonds; charges for depreciation, losses from the sale or other
disposition of, or from any decrease in the value of, capital assets; and amortization of debt
discount or such miscellaneous deductions as are applicable to prior accounting periods.

"QOutstanding" when used with reference to Bonds, as of any particular date,
describes all such Bonds theretofore and thereupon being authenticated and delivered except
(i) any such Bond canceled by the Registrar, at or prior to said date; (1i) any such Bond for the
payment of which moneys, equal to its principal ainount, with interest to the date of maturity
of any such Bond, shall be in trust hereunder and set aside for such payment (whether upon or
prior to maturity); (iii) any such Bond deemed to have been paid as provided in Article X
hereof; and (iv) for purposes of consents or other action by a specified percentage of
Bondholders, any such Bond registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
the limjtations prescribed by Section 7.07 hereof.

"Paying Agent" means the Commission or such other entity or authority as may
be designated as a Paying Agent by the Issuer in the Supplemental Resolution.

“Prior Bonds” means the Issuer’s Water Revenue Refunding and Improvement

Bonds, Series 1997 A, dated July 15, 1997, issued in the original principal amount of
$1,430,000.
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“Prior Ordinance” means, collectively, the ordinance of the Issuer enacted July
7, 1997, and the Supplemental Resolution of the Issuer adopted July 17, 1997, authorizing the
Prior Bonds.

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

"Program” means the drinking water facility acquisition, construction and
improvement program coordinated through the capitalization grants program established under
the Safe Drinking Water Act and administered by the BPH.

"Project” means the acquisition and construction of certain additions,
betterments and improvements to the System, a description of which 1s attached hereto as
Exhibit A and incorporated herein by reference.

"PSC" means the Public Service Commission of West Virginia or any successor
to the functions thereof.

“pSC Order” means, collectively, the final order or orders of the PSC, granting
the Issuer a certificate of convenience and necessity to construct the Project and approving the
financing for the Project and the rates of the System.

"Qualified Investments" means and includes any of the following:
(a) Government Obligations;

(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; the Tennessee Valley Authority; or the
Washington Metropolitan Area Transit Authority;

(d)  Any bond, debenture, note, participation certificate or other similar
obligation issued by the Federal National Mortgage Association to the extent such obligation
is gnaranteed by the Government National Mortgage Association or issued by any other federal
agency and backed by the full faith and credit of the United States of America;
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(e) Time accounts (including accounts evidenced by time certificates of
deposit, time deposits or other similar banking arrangements) which, to the extent not insured
by the Federal Deposit Insurance Corporation ("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;

& 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 (g), 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 owner of such repurchase agreement shall have a prior perfected
security interest in the collateral therefor; must have (or its agent must have) possession of
such collateral; and such collateral must be free of all claims by third parties;

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

(1) Obligations of states or political subdivisions or agencies thereof, the
interest on which is exeinpt from federal income taxation, and which are rated at least "A" by
Moody’s Investor Service, Inc., or Standard and Poor’s Corporation.

“Recorder” means the Recorder of the Issuer.

"Registrar” or “Bond Registrar” means the bank or other entity to be designated
as such in the Supplemental Resolution and its successors and assigns.

"Regulations” means the temporary and permanent regulations promulgated under
the Code or any predecessor to the Code.

“Renewal and Replacement Fund” means the fund created by the Prior Ordinance
and continued hereby. '

"Reserve Accounts” means, collectively, the respective reserve accounts created
for the Series 2002 A Bonds and the Prior Bonds.
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"Reserve Requirements" means, collectively, the respective amounts required
to be on deposit in the Reserve Accounts.

"Revenue Fund" means the fund created by the Prior Ordinance and continued
hereby.

"‘Series 72002 A Bonds" means the Water Revenue Bonds, Series 2002 A (West
Virginia DWTRF Program), of the Issuer, authorized to be issued by this Bond Legislation.

“Series 2002 A Bonds Construction Trust Fund” means the fund created by
Section 5.01 hereof.

“Series 2002 A Bonds Reserve Account” means the account created by Section
5.02 hereof.

"Series 2002 A Bonds Reserve Requirement” means, as of any date of
caleulation, the mmaximum amount of principal and interest, if any, which will become due on
the Series 2002 A Bonds in the then current or any succeeding Fiscal Year.

.“Series 2002 A Bonds Sinking Fund” means the fund created by Section 5.02
hereof.

“Sinking Funds” means, collectively, the respective sinking funds created for the
Series 2002 A Bonds and the Prior Bonds.

"State” means the State of West Virginia.

"Supplemental Resolution” means any resolution, ordinance or order of the
Issuer supplementig or amending this Bond Iegislation and when preceded by the article
"the,” refers specifically to the Supplemental Resolution authorizing the sale of the Series
2002 A Bonds; provided that, any matter intended by this Bond Legislation to be included in
the Supplemental Resolution with respect to the Series 2002 A Bonds and not so included may
be included in another Supplemental Resolution. |

"Surplus Revenues" means the Gross Revenues not required by this Bond
Legislation to be set aside and held for the payment of or security for the Series 2002 A
Bonds, the Prior Bonds or any other obligations of the Issuer, including, without limitation,
the Sinking Funds, the Reserve Accounts and the Renewal and Replacement Fund.

"System” means the complete existing waterworks system of the Issuer, and shall

include any extensions, additions, betterments and improvements thereto hereafter acquired
or constructed for the 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.

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

Additional terms and phrases are defined in this Bond Legislation as they are
used. Accounting terms not specifically defined herein shall be given meaning in accordance
with generally accepted accounting principles.

The terms "herein,” "hereunder,” "hereby," "hereto," "hereof” and any similar terms
refer to this Bond Legislation; and the term "hereafter” means after the date of the enactment
of this Bond Legislation.

Articles, sections and subsections mentioned by number only are the respective
articles, sections and subsections of this Bond Iegislation so numbered.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of the
acceptance of the Series 2002 A Bonds by those who shall be the Registered Owners of the
same from time to time, this Bond Legislation shall be deemed to be and shall constitute a
contract between the Issuer and such Bondholders, and the covenants and agreements herein
set forth to be performed by the Issuer shall be for the equal benefit, protection and security
of the Registered Owners of any and all of such Bonds, all of which shall be of equal rank and
without preference, priority or distinction between any one Bond and any other Bonds by
reason of priority of issuance or otherwise, except as expressly provided therein and herein.

Section 1.04. Findings. Itis hereby found, determined and declared as follows:

A, The Issuer is a municipal corporation and political subdivision of the
State in Morgan County of said State. The Issuer presently owns and operates a waterworks
system. However, the Issuer deems it necessary and desirable for the health, welfare and
safety of the inhabitants of the Issuer that there be acquired and constructed the Project in
accordance with the plans and specifications prepared by the Consulting Engineers, which plans
and specifications have been approved by the BPH and are on file with the Issuer.

B. The Issuer intends to permanently finance the costs of acquisition and

construction of the Project through the issuance of its revenue bonds to the Authority, which
administers the Fund pursuant to the Act.
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C. The estimated maximum cost of acquisition and construction of the
Project is $1,150,000, which will be obtained from proceeds of the Series 2002 A Bonds.

D. The estimated revenues to be derived in each year after completion of the
Project from the operation of the System will be sufficient to pay all Operating Expenses of
the System, the principal of and interest, if any, on the Bonds, and to make payments into all
funds and accounts and other payments provided for in this Bond Legislation.

E. It is deemed necessary for the Issuer to issue the Series 2002 A Bonds
in the aggregate principal amount of not more than $1,150,000, to permanently finance the
costs of acquisition and construction of the Project. Such costs shall be deemed to include
the cost of all property rights, easements and franchises deemed necessary or convenient
therefor; interest, if any, on the Series 2002 A Bonds prior to and during acquisition or
construction of the Project and for a period not to exceed six months after completion of
acquisition or construction of the Project; amounts which may be deposited in the Series 2002
A Bonds Reserve Account; engineering, fiscal 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
expenses, any fees or expenses of the Authority and the BPH, including the Administrative Fee,
commitment fees, discount, initial fees for the service of registrars, paying agents,
depositories or trustees or other costs in connection with the sale of the Series 2002 A
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 the 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 2002 A Bonds or the repayment of the
indebtedness incurred by the Issuer for such purposes shall be deemed part of the Cost of the
Project.

F. The period of usefulness of the System after completion of the Project
is not less than 35 years.

G. There are outstanding obligations of the Issuer which will rank on a
parity with the Series 2002 A Bonds as to liens, pledge and source of and security for payment,
being the Water Revenue Refunding and Improvement Bonds, Series 1997A, dated July 15,
1997, issued in the original aggregate principal amount of $1,430,000 (the “Prior Bonds™).

The Series 2002 A 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 2002 A Bonds, the Issuer will obtain a certificate of an
Independent Certified Public Accountant stating that the coverage and parity tests of the Prior
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Bonds are met. Other than the Prior Bonds, there are no other outstanding bonds or
obligations of the Issuer which are secured by revenues of assets of the System.

H. Tt is in the best interests of the Issuer that the Series 2002 A Bonds be
sold to the Authority pursuant to the terms and provisions of the Loan Agreement.

L The Issuer has complied with all requirements of West Virginia Jaw and
the Loan Agreement, relating to authorization of the acquisition, construction and operation
of the Project and the System and jssuance of the Series 2002 A Bonds, or will have so
complied prior to the issuance of any thereof, including, among other things, the approval of
the Project and the financing thereof by the Infrastructure Council and the obtaining of a
certificate of convenience and necessity from the PSC, the time for rehearing and appeal of
which will have expired or will have been waived prior to the issuance of the Series 2002 A
Bonds.

L. The Infrastracture Council has approved the Project.
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ARTICLE I

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION OF THE PROJECT

Section 2.01. Anthorization of Acquisition and Construction of the Project.
There is hereby authorized and ordered the acquisition and construction of the Project, at an
estimated cost of not to exceed $1,150,000, in accordance with the plans and specifications
prepared by the Consulting Engineers, approved by the BPH and the Issner and heretofore filed
in the office of the Governing Body. The proceeds of the Series 2002 A Bonds shall be
applied as provided in Article V1 hereof. The Issuer has received bids and will enter into
contracts for the acquisition and construction of the Project, which are in an amount and
otherwise compatible with the plan of financing submitted to the BPH.
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ARTICLE IIT

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

Section 3.01. Authorization of Bonds. For the purposes of capitalizing interest
on the Series 2002 A Bonds, funding the Series 2002 A Bonds Reserve Account, paying the
costs of the Project not otherwise provided for and paying certain costs of issuance and related
costs, or any of such purposes, as shall be specified in the Supplemnental Resolution, there shall
be and hereby are authorized to be issued negotiable Series 2002 A Bonds of the Issuer. The
Series 2002 A Bonds shall be issued as a single bond, designated as "Water Revenue Bonds,
Series 2002 A (West Virginia DWTRF Program),” in the aggregate principal amount of not
more than $1,150,000, and shall have such terms as set forth hereinafter and in the
Supplemental Resolution. The proceeds of the Series 2002 A Bonds remaining after funding
of the Series 2002 A Bonds Reserve Account (if funded from Bond proceeds) and
capitalization of mterest, if any, shall be deposited in the Senes 2002 A 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. The Series 2002 A Bonds shall be issued in such
principal amounts; shall bear interest, if any, at such rate or rates, not exceeding the then legal
maximum rate, payable quarterly on such dates; shall mature on such dates and 1n 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 L.oan Agreement. The Series 2002
A Bonds shall be payable as to principal at the office of the Paying Agent, in any coin or
currency which on the dates of payment of principal is legal tender for the payment of public
or private debts under the laws of the United States of America. Interest on the Series 2002
A Bonds, if any, shall be paid by check or draft of the Paying Agent mailed to the Registered
Owner thereof at the address as it appears on the books of the Bond Registrar, or by such other
method as shall be mutually agreeable so long as the Authority is the Registered Owner
thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2002 A
Bonds shall be issued in the form of one bond, fully registered to the Authority, with a record
of advances and a debt service schedule attached, representing the aggregate principal amount
of the Series 2002 A Bonds. The Series 2002 A Bonds shall be exchangeable at the option and
expense of the Holder for another fully registered Bond in aggregate principal amount equal
to the amount of said Bonds then Qutstanding and being exchanged, with principal installments
or maturities, as applicable, corresponding to the dates of payment of principal installments
of said Bonds; provided, that the Authority shall not be obligated to pay any expenses of such
exchange.
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Subsequent series of Bonds, if any, shall be issued in fully registered form and
in denominations as determined by a Supplemental Resolution. Such Bonds shall bear interest,
if any, and shall be dated as set forth in the Supplemental Resolution.

Section 3.03. Execution of Bonds. The Series 2002 A Bonds shall be executed
in the name of the Issuer by the Mayor and attested by the Recorder, and the seal of the Issuer
shall be affixed thereto or imprinted thereon. In case any one or more of the officers who
shall have signed or sealed any of the Bonds shall cease to be such officer of the Issuer before
the Bonds so signed and sealed have been 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
cuch 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. Authentication and Registration. No Series 2002 A Bond shall
be valid or obligatory for any purpose or entitled to any security or benefit under this Bond
Legislation unless and uutil the Certificate of Authentication and Registration on such Bond,
substantially in the form set forth in Section 3.10 hereof, shall have been manually executed
by the Registrar. Any such executed Certificate of Authentication and Registration upon any
such Bond shall be conclusive evidence that such Bond has been authenticated, registered and
delivered under this Bond Legislation. The Certificate of Authentication and Registration on
any Bond shall be deemed to have been executed by the Registrar if manually signed by an
authorized officer of the Registrar, but it shall not be necessary that the same officer sign the
Certificate of Authentication and Registration on all of the Series 2002 A Bonds issued
hereunder.

Section 3.05. Negotiability, Transfer and Registration. Subjectto the provisions
for transfer of registration set forth below, the Seres 2002 A Bonds shall be, and have all of
the qualities and incidents of, negotiable instruments under the Uniform Commercial Code of
the State of West Virginia, and each successive Registered Owner, in accepting any of said
Bonds shall be conclusively deemed to have agreed that such Bonds shall be and have all of the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
State, and each successive Registered Owner shall further be conclusively deemed to have
agreed that said Bonds shall be incontestable in the hands of a bona fide Holder for value.

So long as any of the Series 2002 A Bonds remain Outstanding, the Registrar
shall keep and maintain books for the registration and transfer of such Bonds.

The registered Series 2002 A Bonds shall be transferable only upon the books

of the 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
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to the Registrar, duly executed by the Registered Owner or his duly authorized attomey.

In all cases in which the privilege of exchanging Bonds or transferring Bonds 1s
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
canceled by the Registrar. For every such exchange or transfer of Bonds, the Registrar may
make a charge sufficient to reimburse it for any tax, fee or other governmental charge required
to be paid with respect to such exchange or transfer and the cost of preparing each new Bond
upon each exchange or transfer, and any other expenses of the Registrar incurred in connection
therewith, which sum or sums shall be paid by the Issuer. The Registrar shall not be obliged
to make any such exchange or transfer of Bonds during the 15 days 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.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case any Series
2002 A Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its
discretion, issue, and the Registrar shall, if so advised by the Issuer, authenticate and deliver,
a1 new Bond of the same series and of like tenor as the Bonds so mutilated, destroyed, stolen
or lost, in exchange and substitution for such mutilated Bond, upon surrender and cancellation
of such mutilated Bond, or in lieu of and substitution for the Bond destroyed, stolen or lost,
and upon the Holder’s firnishing proof of its ownership thereof and 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 Registrar may incur. All Bonds so surrendered
shall be canceled by the Registrar and held for the account of the Issuer. If any such Bond shall
have matured or be about 1o mature, instead of issuing a substitute Bond, the Issuer may pay
the same, upon being indemnified as aforesaid, and if such Bond be lost, stolen or destroyed,
without surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the Issuer. The Series 2002 A
Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the meaning
of any constitutional or statutory provision or limitation, but shall be payable solely from the
Gross Revenues derived from the operation of the System as herein provided. No Owner or
Owners of any of the Series 2002 A Bonds shall ever have the right to compel the exercise of
the taxing power of the Issuer to pay the Series 2002 A Bonds or any interest, if any, thereon.

Section 3.08. Bonds Secured by Pledge of Gross Revenues: Lien Position with
respect to Prior Bonds. The payment of the debt service of the Series 2002 A Bonds shall be
secured by a first lien on the Gross Revenues derived from the System on a parity with the lien
on the Gross Revenues in favor of the Holders of the Prior Bonds. Such Gross Revenues in
an amount sufficient to pay the principal of and interest, if any, on and other payments for the
Series 2002 A Bonds and the Prior Bonds and to make the payments into all funds and accounts
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established by this Bond Legislation, are hereby irrevocably pledged to such payments as they
become due. '

Section 3.09. Delivery of Bonds. The Issuer shall execute and deliver the

Series 2002 A Bonds to the Bond Registrar, and the Bond Registrar shall authenticate, register

and deliver the Series 2002 A Bonds to the original purchasers upon receipt of a request and

“authorization to the Bond Registrar on behalf of the Issuer, signed by an Authorized Officer,
to authenticate and deliver the Series 2002 A Bonds to the original purchasers.

Section 3.10. Form of Bonds. The text of the Series 2002 A Bonds shall be in
substantially the following form, with such omissions, insertions and variations as may be
necessary and desirable and authorized or permitted by this Bond Legisiation or any subsequent
resolution or ordinance adopted or enacted prior to the issnance thereof:
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(FORM OF BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF BATH
WATER REVENUE BOND, SERIES 2002 A
(WEST VIRGINIA DWTRF PROGRAM)

No. AR-1 $

KNOW ALL MEN BY THESE PRESENTS: That the TOWN OF BATH, a
municipal corporation and political subdivision of the State of West Virginia in Morgan
County of said State (the "Issuer"), for value received, hereby promises to pay, solely from the
special funds provided therefor, as hereinafter set forth, to the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the "Authonty™) or registered assigns, the sum of
DOLLARS (% ), or such lesser amount as is set
forth on the Record of Advances attached hereto as Exhibit A and incorporated herein by
reference, in quarterly installments on March 1, June 1, September 1 and December 1 of each
year, commencing 1, 200_, as set forth on the "Debt Service Schedule” attached
a5 Exhibit B hereto and incorporated herein by reference. The Administrative Fee (as defined
in the hereinafter described Bond Legislation) on this Bond shall also be payable quarterly on
March 1, June 1, September 1 and December 1 of each year, commencing 1,
200_, as set forth on Exhibit B attached hereto.

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 principal, 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 Bureau
for Public Health (the “BPH”), and upon the terms and conditions prescribed by, and
otherwise in compliance with, the Loan Agreement dated ,200__, by and
between the Issuer and the Aunthority, on behalf of the BPH.
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This Bond is issued (i) to pay the costs of acquisition and construction of certain
additions, betterments and improvements to the existing waterworks system of the Issuer (the
"Project”); and (ii) to pay certain costs of issnance of this Bond and related costs. The existing
waterworks system of the Issuer, the Project, and any further extensions, 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 statates of the State of
West Virginia, including particularly Chapter 8, Article 19 and Chapter 16, Article 13C of the
Code of West Virginia, 1931, as amended (collectively, the "Act"), a Bond Ordinance duly
enacted by the Issuer on , , effective , ,and a
Supplemental Resolution duly adopted by the Issuer on , {collectively, the
"Bond Legislation"), and is subject to all the terms and conditions thereof. The Bond
1 egislation 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 WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL RESPECTS, WITH THE
ISSUER’S WATER REVENUE REFUNDING ANDIMPROVEMENT BONDS, SERIES 1997
A, DATED JULY 15, 1997, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $1.,430,000 (THE “PRIOR BONDS”).

This Bond is payable only from and secured by a pledge of the Gross Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a parity
with the pledge of the Gross Revenues in favor of the holders of the Prior Bonds, and from
moneys in the Series 2002 A Bonds Reserve Account created under the Bond Legislation for
this Bond and unexpended proceeds of this Bond. Such Gross Revenues shall be sufficient to
pay all operating expenses of the System and 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 provision or limitation, nor shall the Issuer be
obligated to pay the same or the interest, if any, hereon, except from said special fund provided
from the Gross Revenues, the moneys in the Series 2002 A Bonds Reserve Account and
unexpended proceeds of this Bond. Pursuant to the Bond legislation, the Issuer has
covenanted and agreed to establish and maintain just and equitable rates and charges for the use
of the System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to comply with the rate coverage required by the Prior Ordinance, so
long as the Prior Bonds are outstanding, and thereafter, sufficient to provide for the reascnable
expenses of operation, repair and maintenance of the System, and to leave a balance each year
equal to atleast 115% of the maximum amount of principal of and interest, if any, on this Bond
payable in any year and all other obligations secured by a lien on or payable from such revenues
on a parity with this Bond, including the Prior Bonds; provided however, that so long as there
exists in the Series 2002 A Bonds Reserve Account, an amount at least equal to the maximum
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amount of principal and interest, if any, which will become due on this Bond in any year, and
in the respective reserve accounts established for any other obligations outstanding on a parity
with this Bond, including the Prior Bonds, an amount at [east 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 this Bond, for the terms of which, reference is made
to the Bond Legislation. Remedies provided the Registered Owners of this Bond are
exclusively as provided in the Bond Legislation, to which reference is here made for a detailed
description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of the Registrar (as
defined in the Bond Legislation) by the Registered Owner or 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 the payment of the costs of acquisition and construction
of the Project and the costs of issuance hereof described in the Bond Legislation, and there
shall be and hereby is created and granted a lien upon such moneys, until so applied, in favor
of the Registered Owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and upon 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, to gether with all other obligations
of the Issuer, does not exceed any limt prescribed by the Constitution or statutes of the State
of West Virginia and that a sufficient amount of the Gross Revenues of the System has been
pledged to and will be set aside into said special fund by the Issuer for the prompt payment of
the principal of this Bond. '

Al provisions of the Bond Legislation, resolutions and statutes under which this

Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the same
extent as if written fully herein.
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IN WITNESS WHEREOF, the TOWN OF BATH has caused this Bond to be
signed by its Mayor and its corporate seal to be hereunto affixed and attested by its Recorder,
and has caused this Bond to be dated

[SEAL]

Mayor

ATTEST:

Recorder
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2002 A Bonds described in the within-mentioned
Bond Legislation and has been duly registered in the name of the Registered Owner set forth

above, as of the date set forth below.

Date: : ,200__.

as Registrar

By

Its Authornzed Officer
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EXHIBIT A

RECORD OF ADVANCES

Amount Date Amount

(1) $ (19 $
2) % (20} $
3) $ - (21) $
4) $ (22) $
5) % 23)%
6) % (24) $
(NH $ (25) $
& 3 (26) $
9 $ 27D $
(10)$ (28) $
(1D)% 293
(12)$ 30 %
(13)$% 3BhH$
(14)$ (32)%
(15% (33) %
(16)$ (34) $
(AN (35) %
(18)$ (36) $

Total $
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint
Attorney to transfer the said Bond on the books kept for registration thereof with full powe:r
of substitution in the premises.

Dated:

In the presence of:
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Section 3.11. Sale of Bonds; Authorization and Execution of L.oan Agreement.
The Series 2002 A 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 Mayor
is specifically authorized and directed to execute the Loan Agreement and the Recorder is
directed to affix the seal of the Tssuer, 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, 1s
hereby approved and specifically incorporated into this Bond Legislation.

Section 3.12. Filing of Amended Schedule. Upon completion of acquisition and
construction of the Project, the Issuer shall promptly file with the Authority and the BPH a
schedule, the form of which shall be provided by the BPH, setting forth the actnal costs of the
Project and sources of funds used therefor.
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ARTICLE 1V

[Reserved]
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ARTICLE V
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 with (or continued if previously created
by the Prior Ordinance) and shall be held by the Depository Bank:

(1)  Revenue Fund (created by the Prior Ordinance);
(2)  Renewal and Replacement Fund (created by the Prior Ordinance); and
(3)  Series 2002 A Bonds Construction Trust Fund.

Section 5.02. .Establi.shment. of Funds and Accounts with Commission. The
following special funds or accounts are hereby created with (or continued if previously created
by the Prior Ordinance)and shall be held by the Comnﬁssipn:

(1)  Series 1997 A Bonds Sinking Fund (created by the Prior Ordinance);

(2) Series 1997 A Bonds Reserve Account (created by the Prior Ordinance);

(3) Series 2002 A Bonds Sinking Fund; and

(4) Series 2002 A Bonds Reserve Account.

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

(1) The Issuer shall first, on the first day of each month, transfer from the
Revenue Fund and remit to the Commission for deposit in the Series 1997 A Bonds Sinking
Fund, the amount required by the Prior Ordinance for payment of interest on the Prior Bonds.

(2)  The Issuer shall next, on the first day of each month, transfer from the

Revenue Fund and simultaneously remit to the Commission (i) for deposit in the Series 1997
A Bonds Sinking Fund, the amount required by the Prior Ordinance for payment of principal
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of the Prior Bonds; and (ii) commencing 3 months prior to the first date of payment of
principal of the Series 2002 A Bonds, for deposit in the Series 2002 A Bonds Sinking Fund,
an amount equal to 1/3rd of the amount of principal which will mature and become due on the
Series 2002 A Bonds on the next ensuing quarterly principal payment date; provided that, in
the event the period to elapse between the date of such initial deposit in the Series 2002 A
Bonds Sinking Fund and the next quarterly principal payment date 1s 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.

(3)  The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously remit to the Commission (i) for deposit in the Series 1997
A Bonds Reserve Account, the amount required by the Prior Ordinance; and (ii) commencing
3 months prior to the first date of payment of principal of the Series 2002 A Bonds, if not fully
funded upon issuance of the Series 2002 A Bonds, for deposit in the Series 2002 A Bonds
Reserve Account, an amount equal to 1/120th of the Series 2002 A Bonds Reserve
Requirement; provided that, no further payments shall be made into the Series 2002 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 2002 A Bonds Reserve Requirement.

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

(5)  The TIssuer shall next, each month, transfer from the Revenue Fund and
remit to the Depository Bank for deposit in the Renewal and Replacement Fund, an amount
equal to 2 1/2% of the Gross Revenues each month (as required in the Prior Ordinance and not
in addition thereto), exclusive of any payments for account of any Reserve Account. All funds
in the Renewal and Replacement Fund shall be kept apart from all other funds of the Issuer or
of the Depository Bank and shall be invested and reinvested in accordance with Article VIII
hereof. Withdrawals and disbursements may be made from the Renewal and Replacement
Fund for replacements, repairs, improvements or extensions to the System; provided that, any
deficiencies in any Reserve Account (except to the extent such deficiency exists because the
required payments into such account have not, as of the date of determination of a deficiency,
funded such account to the maximum extent required hereof) shall be promptly eliminated with
moneys from the Renewal and Replacement Fund.

Moneys in the Series 2002 A Bonds Sinking Fund shall be used only for the
purpose of paying principal of and interest, if any, on the Series 2002 A Bonds as the same
shall become due. Moneys in the Series 2002 A Bonds Reserve Account shall be used only
for the purpose of paying principal of and interest, if any, on the Series 2002 A Bonds as the
same shall come due, when moneys in the Series 2002 A Bonds Sinking Fund are insufficient
therefor, and for no other purpose.
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Allinvestment earnings on moneys in the Series 2002 A Bonds Sinking Fund and
the Series 2002 A Bonds Reserve Account shall be returned, after fully funded, 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 2002 A Bonds Construction Trust Fund, and
following completion of construction of the Project, shall be deposited in the Revenue Fund
and applied in full, first to the next ensuing mnterest payment due, if any, onthe Series 2002 A
Bonds and then to the next ensuing principal payment due thereon.

Any withdrawals from the Series 2002 A Bonds Reserve Account which result
in a reduction in the balance of such account to an amount below the Series 2002 A Bonds
Reserve Requirement shall be subsequently restored from the first Gross Revenues available
after all required payments have been made in full in the order set forth above.

: As and when additional Bonds ranking on a parity with the Series 2002 A Bonds
are issued, provision shall be made for additional payments into the respective sinking funds
sufficient to pay any interest on such additional Parity Bonds and accomplish retirement
thereof at maturity and to accumulate a balance in the respective reserve accounts in an amount
equal to the requirement therefor.

The Issuer shall not be required to make any further payments mto the
Serjes 2002 A Bonds Sinking Fund or the Series 2002 A Bonds Reserve Account when the
aggregate amount of funds therein are at least equal to the aggregate principal amount of the
Series 2002 A Bonds then Outstanding and all interest, if any, to accrue until the maturity
thereof.

Interest, principal or reserve payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Prior Bonds and the Series
2002 A Bonds in accordance with the respective principal amounts then Outstanding.

The Commission is hereby designated as the fiscal agent for the administration
of the Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds Reserve Account
created hereunder, and all amounts required for such accounts shall be remitted to the-
Commission from the Revenue Fund by the Issuer at the times provided herein. If required by
the Authority, the Issuer shall make the necessary arrangements whereby required payments
into the Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds Reserve Account
shall be automatically debited from the Revenue Fund and electronically transferred to the
Commission on the dates required hereunder.

Moneys in the Series 2002 A Bonds Sinking Fund and Series 2002 A Bonds

Reserve Account shall be invested and reinvested by the Commission in accordance with
Article VIII hereof.
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The Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds Reserve
Account shall be used solely and only for, and are hereby pledged for, the purpose of servicing
the Series 2002 A Bonds Outstanding under the conditions and restrictions set forth herein.

B. The TIssuer shall on the first day of each month (if the first day is not a
business day, then the first business day of each month) deposit with the Commission the
required interest, principal and reserve account payments with respect to the Series 2002 A
Bonds, and all such payments shall be remitted to the Commission with appropriate
instructions as to the custody, use and application thereof consistent with the provisions of this
Bond Legislation.

C. The Issuer shall also on the first day of each month (if the first day is not
a business day, then the first business day of each month), commencing with the payment set
forth in Section 5.03.A.(2) hereof, remit to the Commission the Administrative Fee set forth
in the Schedule Y attached to the Loan Agreement.

D. The Issuer shall complete the "Monthly Payment Form," a form of which
is attached to the Loan Agreement, and submit a copy of said form along with a copy of its
payment check or electronic transfer to the Authority by the 5™ day of each calendar month.

E. Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinabove provided, are carrent 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 duning the following month or such longer period as shall
be required by the Act, such excess shall be considered as surplus revenues (the "Surplus
Revenue™). Surplus Revenues may be used for any Jawful purpose of the System.

E. The Tssuer shall remit from the Revenue Fund to the Commission, the
Registrar or the Depository Bank, on such dates as the respective parties shall require, such
additional sums as shall be necessary to pay their respective charges then due. If required by
the Authority, the Issuer shall make the necessary arrangements whereby payments to the
Commission under this paragraph shall be automatically debited from the Revenue Fund and
electronically transferred to the Commission on the dates required hereunder.

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

H. 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
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otherwise be required to be made into the funds and accounts on the subsequent payment dates.

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

J. The Gross Revenues of the System shall only be used for purposes of the
System.
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ARTICLE VI

APPLICATION OF BOND PROCEEDS;
CONSTRUCTION DISBURSEMENTS

Section 6.01. Application of Bond Proceeds; Pledee of Unexpended Bond
Proceeds. From the moneys received from the sale of the Series 2002 A Bonds, the following
amounts shall be first deducted and deposited in the order set forth below:

A.  From the proceeds of the Series 2002 A Bonds, there shall be deposited
with the Commission in the Series 2002 A Bonds Reserve Account, the amount, if any, set
forth in the Supplemental Resolution.

B. The remaining moneys derived from the sale of the Series 2002 A Bonds
shall be deposited by the Issuer, as received from time to time, in the Series 2002 A Bonds
Construction Trust Fund and shall be used solely to pay costs of the Project and until so
expended, are hereby pledged as additional security for the Series 2002 A Bonds.

C. 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 2002
A Bonds shall be used as directed by the BPH.

Section 6.02. Disbursements from Bond Construction Trust Fund. On or before
the Closing Date, the Issuer shall have delivered to the Authority and the BPH a report listing
the specific purposes for which the proceeds of the Series 2002 A Bonds will be expended and
the disbursement procedures for such proceeds, including an estimated monthly draw schedule.
Payments for costs of the Project shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Series 2002
A Bonds Construction Trust Fund shall be made only after submission to, and approval from,
the Authority and the BPH of the following:

(1) A completed and signed "Payment Requisition Form,” a form of which
is attached to the Loan Agreement, in compliance with the construction schedule, and

(2) A certificate, signed by the Mayor and the Consulting Engineers,
stating that:

(A)  None of the items for which the payment is proposed to be made
has formed the basis for any disbursements theretofore made;
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(B)  Each item for which the payment is proposed to be made is or
was necessary in connection with the Project and constitutes a cost of the Project;

(C)  Each of such costs has been otherwise properly incurred; and
(D) Payment for each of the items proposed is then due and owing.

Pending such application, moneys in the Series 2002 A. Bonds Construction
Trust Fund shall be invested and reinvested in Qualified Investments at the written direction of

the Issuer.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the covenants, agreements
and provisions set forth in this Bond Legislation shall be and constitute valid and legally
binding covenants of the Issuer and shall be enforceable in any court of competent jurisdiction
by any Holder or Holders of the Series 2002 A Bonds.- In addition to the other covenants,
agreements and provisions of this Bond Legislation, the Issuer hereby covenants and agrees
with the Holders of the Series 2002 A Bonds as hereinafter provided in this Article VII. All
such covenants, agreements and provisions shall be irrevocable, except as provided herein, as
long as any of Series 2002 A Bonds, or the interest, if any, thereon is Outstanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The Series 2002 A
Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of any
constitutional, statutory or charter limitation of indebtedness, but shall be payable solely from
the funds pledged for such payment by this Bond Legislation. No Holder or Holders of any
Series 2002 A Bonds shall ever have the right to compel the exercise of the taxing power of
the Issuer to pay the Series 2002 A Bonds or the interest, if any, thereon.

Section 7.03. Bonds Secured by Pledge of Gross Revenues; Lien Position with
respect to Prior Bonds. The payment of the debt service of the Series 2002 A Bonds shall be
secured by a first lien on the Gross Revenues derived from the operation of the System on a
parity with the lien on the Gross Revenues in favor of the Holders of the Prior Bonds. The
Gross Revenues in an amount sufficient to pay the principal of and interest, if any, on the
Series 2002 A Bonds and the Prior Bonds and to make the payments into all funds and accounts
and all other payments provided for in this Bond Legislation, are hereby imevocably pledged
to such payments as they become due and for the other purposes provided in the Bond
Legislation.

Section 7.04. Initial Schedule of Rates and Charges. The Issuer has obtained any
and all approvals of rates and charges required by State law and has taken any other action
required to establish and impose such rates and charges, with all requisite appeal periods having
expired without successful appeal. Such rates and charges shall be sufficient to comply with
the requirements of the Loan Agreement. The initial schedule of rates and charges for the
services and facilities of the System shall be as set forth in the water rate ordinance of the
Issuer duly enacted on October 22, 2002.

So long as the Series 2002 A Bonds are outstanding, the Issuer covenants and
agrees to fix and collect rates, fees and other charges for the use of the System and to take all
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such actions necessary to provide funds sufficient to produce the required sums set forth in
this Bond Legislation and in compliance with the requirements of the Loan Agreement. In the
event the schedule of rates and charges initially established for the System in connection with
the Series 2002 A Bonds shall prove to be insufficient to produce the required sums set forth
in this Bond Legislation and the Loan Agreement, the Issuer hereby covenants and agrees that
it will, to the extent or in the manner authorized by law, immediately adjust and increase such
schedule of rates and charges and take all such actions necessary to provide funds sufficient
to produce the required sums set forth in this Bond Legislation and the Loan Agreement.

Section 7.05. Sale of the System. So long as the Prior Bonds are outstanding,
tlie Issuer shall not sell, mortgage, lease or otherwise dispose of the System, except as
provided in the Pror Ordinance. Additionally, so long as the Series 2002 A Bonds are
outstanding and except as otherwise required by law or with the written consent of the
Authority and the BPH, the System may not be sold, mortgaged, leased or otherwise disposed
of, except as a whole, or substantially as'a whole, and only if the net proceeds to be realized
shall be sufficient to fully pay all the Bonds then Outstanding in accordance with Article X
hereof. The proceeds from such sale, mortgage, lease or other disposition of the System shall
in accordance with Article X hereof immediately be remitted to the Commission for deposit
in the appropriate Sinking Funds, and the Issuer shall direct the Commission to apply such
proceeds to the payment of principal of and any interest, if any, on the Bonds. Any balance
remaining after the redemption or payment of all the Bonds and interest, if any, thereon shall
be remitted to the Issuer by the Commission, unless necessary for the payment of other
obligations of the 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, in writing, 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 derived
from any such sale shall be deposited in the Renewal and Replacement Fund. If the amount to
be received from such sale, lease or other disposition of said property, together with all other
amounts received during the same Fiscal year for such sales, leases or other dispositions of
such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall
first, in writing, determine upon consultation with the Consulting Engineers that such property
comprising a part of the System is no longer necessary, useful or profitable in the operation
thereof and the Governing Body 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
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accordance with the laws of the State. The proceeds derived from any such sale shall be
remitted by the Issuer to the Commission for depo sit in the appropriate Sinking Funds and shall
be applied on to the redemption of Bonds of the last maturities then outstanding at prices not
greater than the redemption price of such Bonds. Such payments of proceeds into the Renewal
and Replacement Fund and the Sinking Funds shall not reduce the amounts required to be paid
into said funds by other provisions of this Ordinance.

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, o1 other dispositions of such properties,
shall be i excess of $50,000 and insufficient to pay all Bonds then Outstanding, without the
prior approval and consent in writing of the Holders of the Bonds then Outstanding. The Issuer
shall prepare the form of such approval and consent for execution by the then Holders of the
Bonds for the disposition of the proceeds of the sale, lease or other disposition of such
properties of the System. '

Section 7.06. Issuance of Other Obligations Payable out of Revenues and
General Covenant Against Encumbrances. Except additional Parity Bonds provided for m
Section 7.07 hereof, the Tssuer shall not issue any other obligations whatsoever payable from
the revenues of the System which rank prior to, or equally, s to lien on and source of and
security for payment from such revenues with the Series 2002 A Bonds. All obligations
hereafter issued by the Issuer 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, pledge and source of and security for payment from such revenues
and in all other respects, to the Series 2002 A Bonds; provided, that no such subordinate
obligations shall be issued unless all payments required to be made into all funds and accounts
set forth herein have been made and are current at the time of the issuance of such subordinate

- obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be
created, any debt, lien, pledge, assignment, encumbrance or any other charge having priority
over or, except with respect to such additional Parity Bonds, being on a parity with the lien of
the Series 2002 A Bonds, and the interest, if any, thereon, upon any of the income and revenues
of the System pledged for payment of the Series 2002 A Bonds and the interest, if any, thereon
in this Bond Legislation or upon the System or any part thereof.

The Issuer shall give the Authority and the BPH prior wrntten notice of its
issuance of any other obligations to be used for the System, payable from the revenues of the
System or from any grants for the Project, or any other obligations related to the Project or
the System.
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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 Ordinance shall be
applicable. In addition, no Parity Bonds payable out of the revenues of the System shall be
issued after the issuance of any Bonds pursuant to this Bond Legislation, except under the
conditions and in the manner herein provided and with the prior written consent of the BPH and
the Authority.

All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2002 A Bonds.

No Parity Bonds shall be issued, except for the purpose of financing the costs
of the design, acquisition or conmstruction of extemsions, additions, betterments or
improvements to the System or refunding the Bonds or both such purposes.

No Parity Bonds shall be issued at any time, however, unless and until there has
been procured and filed with the Recorder a written statement by the Independent Certified
Public Accountants, reciting the conclusion that the Net Revenues actually derived, subject
to the adjustments hereinafter provided, from the System during any twelve (12) consecutive
months within the eighteen (18) months immediately preceding the date of the actual issuance
of such Parity Bonds, plus the estimated average increased annual Net Revenues to be received
in each of the three (3) succeeding years after the completion of the improvements to be
financed by such Parity Bonds, if any, shall not be less than one hundred fifteen percent
(115%) of the largest aggregate amount that will mature and become due in any succeeding
year for principal of and interest on the following:

(1)  The Bonds then Outstanding;

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

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

The "estimated average increased annual Net Revenues to be received in each of
the three (3) succeeding years,” as that term is used in the computation provided in the above
paragraph, shall refer only to the increased Net Revenues estimated to be derived from the
improvements to be financed by such Parity Bonds and any increase in rates enacted by the
Issuer, the time for appeal of which shail have expired prior to the date of issuance of such
Parity Bonds, and shall not exceed the amount to be stated in a certificate of the Independent
Certified Public Accountants, which shall be filed in the office of the Recorder prior to the
issuance of such additional Parity Bonds.
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The Net Revenues actually derived from the System during the twelve (12)
consecutive month period hereinabove referred o may be adjusted by adding to such Net
Revenues such additional Net Revenues which would have been received, in the opinion of the
Independent Certified Public Accountants, on account of increased rates, rentals, fees and
charges for the System enacted 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 Series 2002 A 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 the Bonds issued on a parity, regardless of the time or times of their issuance,
shall rank equally with respect to their respective liens on the revenues of the System and their
respective sources 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 additional Parity Bonds, in addition to the payments required for Bonds theretofore
issued pursuant to this Bond Legislation.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System 1s subject to
the prior and superior lien of the Series 2002 A Bonds on such revenues. The Issuer shall not
issue any obligations whatsoever payable from the revenues of the System, or any part thereof,
which rank prior to or, except in the manner and under the conditions provided in this Section,
equally, as to lien on and source of and security for payment from such revenues, with the
Series 2002 A Bonds.

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

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

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

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

The accounting system for the System shall follow current generally accepted
accounting principles in accordance with the rules and regulations of the PSC and the Act.
Separate control accounting records shall be maintained by the Issuer. Subsidiary records as
may be required shall be kept in the manner, on the forms, in the books, and along with other
bookkeeping records as prescribed by the Issuer.

The Issuer shall file with the Authority and the BPH, and shall mail in each year
to any Holder or Holders of Bonds requesting the same, an annual report containing the
following:

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

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

(C)  The amount of any Bonds, notes or other obligations Outstanding.

The Issuer shall also, at least once a year, cause the books, records and accounts
of the Systemn to be completely audited by Independent Certified Public Accountants in
compliance with the applicable OMB Circular, or any successor thereto, and the Single Audit
Act, or any successor thereto, to the extent legally required, and shall mail upon request, and
make available generally, the report of said Independent Certified Public Accountants, or a
summary thereof, to any Holder or Holders of the Series 2002 A Bonds, and shall submit said
report to the Authority and the BPH. Such audit report shall include a statement that the Issuer
is in compliance with the terms and provisions of the Act, the Loan Agreement and this Bond
Legislation and that the Gross Revenues are adequate to meet the Operating Expenses and debt
service and reserve requirements.
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Subject to the terms, conditions and provisions of the Loan Agreement and the
Act, the Issuer has acquired, or shall do all things necessary o acquire, the proposed site of
the Project and shall do, is doing or has done all things necessary to construct the Project in
accordance with the plans, specifications and designs prepared by the Consulting Engineers.
All real estate and interests in real estate and all personal property constituting the Project and
the Project site heretofore or hereafter acquired shall at all times be and remain the property
of the Issuer.

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

The Issuer shall provide the BPH with all appropﬁate documentation to comply
with any special conditions established by federal and/or state regulations as set forth in the
Loan Agreement or as promulgated from time to time.

Section 7.09. Rates. Prior to issuance of the Series 2002 A Bonds, equitable
rates or charges for the use of and service rendered by the System shall be established in the
manner and form required by law, and copies of such rates and charges so established will be
continuously on file with the Recorder, which copies will be open to inspection by all
interested parties. The schedule of rates and charges shall at all times be adequate to produce
Gross Revennes from the System sufficient to pay Operating Expenses and to make the
prescribed payments into the funds created hereunder. Such schedule of rates and charges
shall be changed and readjusted, whenever necessary, so that the aggregate of the rates and
charges will be sufficient for such purposes. In order to assure full and continuous
performance of this covenant, with a margin for contingencies and temporary unanticipated
reduction in income and revenues, the Issuer hereby covenants and agrees that the schedule of
rates or charges from time to time in effect shall be sufficient to comply with the rate
coverage required by the Prior Ordinance, so long as the Prior Bonds are outstanding, and
thereafter, sufficient (i) to provide for all Operating Expenses of the System and (ii) to leave
abalance each year equal to at least 115% of the maximum amount required in any succeeding
Fiscal Year for payment of principal of and interest, if any, on the Series 2002 A Bonds and
all other obligations secured by a lien on or payable from such revenues on a parity with the
Series 2002 A Bonds; provided that, in the event that amounts equal to or in excess of the
Reserve Requirements are on deposit in the Series 2002 A Bonds Reserve Account and any
reserve accounts for obligations on a parity with the Series 2002 A Bonds, are funded at least
at the requirement therefor, such balance each Fiscal Year need only equal at least 110% of
the maximum amount required in any succeeding Fiscal Year for payment of principal of and
interest, if any, on the Series 2002 A Bonds.
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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 Authority and the BPH within 30 days of the adoption thereof. No
expenditures for the operation and maintenance of the System shall be made in any Fiscal Year
in excess of the amounts provided therefor in such budget without a written finding and
recommendation by a professional engineer, which finding and recommendation shall state in
detail the purpose of and necessity for such increased expenditures for the operation and
maintenance of the System, and no such increased expenditures shall be made until the Issuer
shall have approved such finding and recommendation by a resolution duly adopted. No
increased expenditures in excess of 10% of the amount of such budget shall be made, except
upon the further certificate of a professional engineer that such increased expenditures are
necessary for the continued operation of the System. The Issuer shall mail copies of such
annual budget and all resolutions authorizing increased expenditures for operation and
maintenance to the Authority, the BPH and any Holder of any Bonds within 30 days of adoption
thereof, and shall make available such budgets and all resolutions authorizing increased
expenditures for operation and maintenance of the System at all reasonable times to the
Aauthority, the BPH and any Holder of any Bonds or anyone acting for and on behalf of such
Holder of any Bonds.

The Issuer shall, 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, each month complete a Monthly Financial Report,
a form of which is attached to the Loan Agreement, and forward a copy of such report by the
10th of each month to the Authority and the BPH.

Section 7.11. Eneineering Services and Qperating Personnel. The Issuer shall
obtain a certificate of the Consulting Engineers, in the form attached to the Loan Agreement,
certifying that the Project has been or will be constructed in accordance with the approved
plans, specifications and designs as submitted to the BPH and the Authority, the Project will
be adequate for the purposes for which it was designed, the funding plan as submitted to the
BPH and the Authority is sufficient to pay the costs of the acquisition and construction of the
Project, and all permits required by federal and State laws for construction of the Project have
been obtained.

The Issuer shall provide and maintain competent and adequate engineering
services satisfactory to the Authority and the BPH 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 BPH and the Issuer, at the completion of construction of the
Project, that construction is in accordance with the approved plans, specifications and designs,
or amendments thereto, approved by all necessary governmental bodies.
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The Issuer shall require the Consnlting Engineers to submit Recipient As-Built
Plans, as defined in the DWTRF Regulations, to it within 60 days of the completion of the
Project. The Issuer shall notify the BPH in writing of such receipt.

The Issuer shall require the Consulting Engineers to submit a final Operation and
Maintenance Manual, as defined in the DWTRF Regulations, to the BPH when the Project is
90% completed. The Issuer shall, at all times, provide operation and maintenance of the
System in compliance with any and all State and federal standards. The Issuer shall employ
qualified operating personnel, properly certified by the State, before the Project is 50%
complete and shall retain such a certified operator to operate the System during the entire term
of the Loan Agreement. The Issuer shall notify the BPH in writing of the certified operator
employed at the 50% completion stage.

Section 7.12. No Competing Franchise. To the extent allowable by law, the
Issuer will not grant or cause, consent to or allow the granting of, any franchise or permit to
any person, firm, corporation, 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 ali fees, rates, 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,
rates, rentals or other charges that shall become delinguent to the full extent permitted or
authorized by the laws of the State or the rules and regulations of the PSC.

Whenever any fees, rates, rentals or other charges for the services or facilities
of the Systein shall remain unpaid for a period of 30 days after the same shall become due and
payable, the property and the owner thereof, as well as the user of the services and facilities,
shall be delinquent until such time as all such rates and charges are fully paid. To the extent
authorized by the laws of the State and any rules and regulations promulgated by the PSC
applicable thereto, fees, rates, rentals and other charges, if not paid when due, shall become
a lien on the premises served by the System. The Issuer further covenants and agrees that it
will, to the full extent permitted by law and any rules and regulations promulgated by the PSC
applicable thereto, discontinue and shut off the services and facilities of the System to all
delinquent users of the services and facilities of the System, and will not restore such services
of the System until all delinquent charges for the services and facilities of the System, plus
reasonable interest and penalty charges for the restoration of service, have been fully paid, and
shall take all further actions to enforce collections to the maximum extent permitted by law.

Section 7.14. No Free Services. The Issuer will not render or cause to be
rendered any free services, of any nature by its System, nor will any preferential rates be
established for users of the same class; and, in the event the Issuer or any department, agency,
instrumentality, officer or employee of the Issuer shall avail itself or himself or herself of the
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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 circurnstances
shall be charged the Issuer and any such department, agency, instrumentality, officer or
employee. Such charges shall be paid as they accrue, and the Issuer shall transfer from its
general funds sufficient sums to pay such charges for service. The revenues so received shall
be deemed to be revenues derived from the operation of the System and shall be deposited and
accounted for in the same manner as other revenues derived from such operation of the
System.

_ Section 7.15. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Series 2002 A Bonds remain Outstanding, the Issuer
shall, 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 insurance
(fire and extended coverage) to protect the interests of the Issuer, the Authority, the prime
contractor and all subcontractors as their respective interests may appear, in accordance with
the Loan Agreement, during construction of the Project on a 100% basis (completed value
form) on the insurable portion of the Project, such insurance to be made payable to the order
of the Authority, the Issuer, the contractors and subcontractors, as their interests may appear.

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

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

(6)  FIDELITY BONDS will be provided for every officer, member and
employee of the Issuer having custody of the revenues or of any other funds of the System, in
an amount at least equal to the total funds in the custody of any such person at any one time.

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

The Issuer shall also require all contractors engaged in the construction of the
Project to carry such worker’s compensation coverage for all employees working on the
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 terims of such
coverage are satisfactory to the BPH and the Authority. In the event the L.oan Agreement so
requires, such insurance shall be made payable to the order of the Authority, the Issuer, the
prime contractor and all subcontractors, as their interests may appear. The Issuer shall verify
such insurance prior to commencement of construction.

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

Section 7.17. Completion and Operation of Project; Permits and Orders. The
Tssuer hereby covenants and agrees to complete the Project as promptly as possible and
operate and mmaintain the System as a revenue-producing utility in good condition and in
compliance with all federal and State requireinents and standards.

The Issuer has obtained all permits required by State and federal laws necessary
for the acquisition and construction of the Project, all requisite orders and approvals from the
PSC and the Infrastructure Council necessary for the acquisition and construction of the
Project and the operation of the System and all approvals for the issuance of the Series 2002
A Bonds required by State law, with all requisite appeal periods having expired without
successful appeal.
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Section 7.18. Compliance With Loan Agreement and Law. The Issuer hereby
covenants and agrees to comply with, perform and satisfy all terms and conditions of the L.oan
Agreement, this Bond Legislation and the Act and to comply with all applicable laws, rules and
regulations issued by the Authority, the BPH or other State, federal or local bodies in regard
to the acquisition and construction of the Project and operation, maintenance and use of the
System. Notwithstanding anything herein to the contrary, the Issuer will provide the BPH with
copies of all documents submitted to the Authority.

Section 7.19. Statutory Mortgage Lien. For the further protection of the
Bondholders, a statttory mortgage lien upon the System is granted and created by the Act,
which statutory mortgage lien is hereby recognized and declared to be valid and binding and
shall take effect immediately upon delivery of the Series 2002 A Bonds and shall be on a parity
with the statutory mortgage lien in favor of the Holders of the Prior Bonds.

: Section_7.20. Securities Laws Compliance. The Issuer shall provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
changes in usage and customer base) so that the Authority may comply with the provisions of
SEC Rule 15¢2-12 (17 CFR Part 240).

Section 7.21. Contracts; Public Releases. The Issuer shall, simultaneously with
the delivery of the Series 2002 A Bonds or immediately thereafter, enter into written contracts
for the immediate acquisition or construction of the Project.

The Issuer shall submit all proposed change orders to the BPH for written
approval. The Issuer shall obtain the written approval of the BPH before expending any
proceeds of the Series 2002 A Bonds held in “contingency” as set forth in the schedule
attached to the Certificate of Consulting Engineer. The Issuer shall also obtain the written
approval of the BPH before expending any proceeds of the Series 2002 A Bonds made
available due to bid or construction or project underruns.

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

INVESTMENT OF FUNDS

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

Any investment shall be held in and at all times deemed a part of the fund or
account in which such moneys were originally held, and the interest accruing thereon 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 aud 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 of such liquidation. The Depository Bank may
make any and all investments permitted by this section through its own 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 requested by the Issuer), a summary of such funds, accounts and investment earnings.
The Issuer shall retain all such records and any additional records with respect to such funds,
accounts and investment earnings so long as any of the Series 2002 A Bonds are outstanding
and as long as necessary to comply with the Code and to assure the exclusion of interest, it
any, on the Series 2002 A Bonds from gross income for federal income tax purposes.

Section 8.02. Certificate as to Use of Proceeds. The Issuer shall deliver a
certificate as to use of proceeds or other similar certificate to be prepared by nationally
recognized bond counsel relating to restrictions on the use of proceeds of the Series 2002 A
Bonds as a condition to issuance of the Series 2002 A 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 2002 A Bonds as may be necessary in order to maintain the status of the Series
2002 A Bonds as governmental bonds; (ii) that it shall not take, or permit or suffer to be taken,
any action with respect to the Issuer’s use of the proceeds of the Series 2002 A Bonds which
would cause any bonds, the interest on which is exempt from federal income taxation under
Section 103(a) of the Code, issued by the Authority, the Council or the BPH, as the case may
be, from which the proceeds of the Series 2002 A Bonds are derived, to lose their status as
tax-exempt bonds; and (jii) to take such action, or refrain from taking such action, as shall be
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deemed necessary by the Issuer, or requested by the Authority, the Council or the BPH, to
- ensure compliance with the covenants and agreements set forth in this Section 8.02, regardless
of whether such actions may be contrary to any of the provisions of this Bond Legislation.

The Issuer shall annually fumnish to the Authority information with respect to the

Issuer’s use of the proceeds of the Series 2002 A Bonds and any additional information
requested by the Authority.
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ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of the following events shall constitute
an "Event of Default” with respect to the Series 2002 A Bonds:

(A)  If default occurs in the due and punctual payment of the principal of or
interest, if any, on the Series 2002 A Bonds; or

(B)  If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part relating to the Series 2002 A Bonds set forth in this Bond
Legislation, any supplemental resolution, or in the Series 2002 A Bonds, and such default shall
have continued for a period of 30 days after the Issuer shall have been given written notice of
such default by the Commission or any bank or banking association holding any fund or
account hereunder or a Holder of the Series 2002 A Bonds; or

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

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

Section 9.02. Remedies. Upon the happening and continuance of any Event of
Default, any Registered Owner may exercise any available remedy and bring any appropriate
action, suit or proceeding to enforce his or her rights and, in particular, (i) bring suit for any
unpaid principal or interest then due, (if) by mandamus or other appropriate proceeding,
enforce all rights of such Registered Owners, including the right to require the Issuer to
perform its duties under the Act and the Bond Legislation relating thereto, including but not
lirnited to the making and collection of sufficient rates or charges for services rendered by the
System, (iii) bring suit upon the Bonds, (iv) by action at law or bill in equity, require the Issuer
to account as if it were the trustee of an express trast for the Registered Owners of the Bonds,
and (v) by action or bill in equity, enjoin any acts in violation of the Bond Legislation with
respect to the Bonds, or the rights of such Registered Owners; provided that, all rights and
remedies of the Holders of the Series 2002 A Bonds shall be on a parity with the Holders of
the Prior Bonds.

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

The receiver so appointed shall forthwith, directly or by his agents and attorneys,
enter into and upon and take possession of all facilities of the System and shall hold, operate,
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 the 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 Systein 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, shall be under the direction and supervision of the court making such appointment, shall
at all times be subject to the orders and decrees of such court and may be removed thereby and
a successor receiver appointed in the discretion of such court. Nothing herein contained shall
limit or restrict the jurisdiction of such court to enter such other and further orders and
decrees as such court may deem necessary or appropriate for the exercise by the receiver of
any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System in
the name of the 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 Bondholders, and the curing and making good of any default under the provisions
of the Bond Legislation, and the title to and ownership of said System shall remain in the
Issuer, and no court shall have any jurisdiction to enter any order or decree permitting or
requiring such receiver to sell, mortgage or otherwise dispose of any assets of the System.
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ARTICIE X
PAYMENT OF BONDS

Section 10.01. Payment of Bonds. If the Issuer shall pay or cause to be paid,
or there shall otherwise be paid, to the Registered Owners of the Series 2002 A Bonds, the
principal of and interest, if any, due or to become due thereon, at the times and in the manner
stipulated therein and in the Bond Legislation, then the pledge of Gross Revenues and any other
moneys and securities pledged under this Bond Legislation and all covenants, agreements and
other obligations of the Issuer to the Registered Owners shall thereupon cease, terminate and
become void and be discharged and satisfied.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Modification or Amendment. Prior to the issuance of the Series
2002 A Bonds, this Bond Legislation may be amended or supplemented in any way by the
Supplemental Resolution. Following issuance of the Series 2002 A Bonds, no 1aterial
modification or amendment of this Bond Legislation or of any ordinance or resolution
amendatory hereof or supplemental hereto which would materially and adversely affect the
rights of Registered Owners of the Series 2002 A Bonds shall be made without the consent
in writing of the Registered Owners of the Series 2002 A Bonds then QOutstanding; provided
that, no change shall be made in the maturity of the Series 2002 A Bonds or the rate of interest,
if any, thereon, or in the principal amount thereof, or affecting the unconditional promise of
the Issuer to pay such principal and interest out of the revenues of the Systemn without the
consent of the Registered Owner thereof. No amendment or modification shall be nade which
would reduce the percentage of the principal amount of the Series 2002 A Bonds required for
consent to the above permitted amendments or modifications. Notwithstanding the foregoing,
this Bond Legislation may be amended without the consent of any Bondholder as may be
necessary to assure compliance with Section 148(f) of the Code relating to rebate
requirements or otherwise as may be necessary to assure the exclusion of interest, if any, on
the Series 2002 A Bonds from gross income of the holders thereof.

Section 11.02. Bond Legislation Constitutes Contract. The provisions of this
Bond Legislation shall constitute a contract between the Issuer and the Registered Owners of
the Series 2002 A Bonds and no change, variation or alteration of any kind of the provisions
of this 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 Bond Legislation 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 Bond Legislation, the Supplemental Resolution and the
Series 2002 A Bonds.

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

Section 11.05. Conflicting Provisions Repealed. Except for the Pror
Ordmance, all ordinances, resolutions and orders, or parts thereof, in conflict with this Bond
Legislation are, to the extent of such conflict, repealed; provided that, in the event of any
conflict between this Bond Legislation and the Prior Ordinance, the Prior Ordinance shall
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control (unless less restrictive), so long as the Prior Bonds are Outstanding.

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

Section 11.07. Statutory Notice of Public Hearing. Upon adoption hereof, the
abstract of this Bond Legislation in the form set forth in Exhibit B attached hereto and
incorporated herein by reference, shall be published once a week for 2 successive weeks, with
at least 6 full days intervening between each publication, in the Morgan Messenger, a
newspaper published and of general circulation in the Issuer, together with anotice stating that
this Bond Legislation has been adopted and that the Issuer contemplates the issuance of the
Series 2002 A Bonds, and that any person interested may appear before the Issuer upon a
certain date, not less than 10 days subsequent to the date of the first publication of such
abstract of this Bond Legislation and notice, and present protests, and that a certified copy of
this Bond Legislation is on file with the Issuer for review by interested persons during office
hours of the Issuer. The Governing Body hereby determines that the Abstract contains
sufficient information as to give notice of the contents hereof. At such hearing, all objections
and suggestions shall be heard and the Issuer shall take such action as it shall deem proper in
the premises.

Section 11.08. Effective Date. 'This Bond Legislation shall take effect
immediately following the public hearing and final reading hereof.

First Reading: QOctober 15, 2002
Second Reading: November 5, 2002
Public Hearing

and Third Reading: November 19, 2002

\,Q//z%/f M#W/
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CERTIFICATION

Certified a true copy of a Bond Ordinance duly enacted by the Council of the
Town of Bath on November 19, 2002.

Dated this 9™ day of December, 2002.
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EXHIBIT A

PROJECT DESCRIPTION

The Project consists of construction of a water filtration plant to provide public
water service to approximately 1,281 customers in the Berkeley Springs area of Morgan
County, together with all related appurtenances.
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EXHIBIT B

TOWN OF BATH

NOTICE OF PUBLIC HEARING and ABSTRACT OF BOND ORDINANCE

Notice is hereby given to any person interested that on November 5,
2002, the Council of the Town of Bath (the "Issuer”) adopted an ordinance
which, among other things:

1. Authorized the acquisition and construction of
certain additions, betterments and improvements (the "Project”)
to the Issuer’s existing waterworks system (the“System”) and the
financing of the cost thereof, not otherwise provided, through the
issnance of not more than $1,150,000 in aggregate principal
amount of Water Revenue Bonds, Series 2002 A (West Virginia
DWTRF Program) (the "Bonds").

2. Directed that the Bonds be issued in such principal
amounts, bear interest, if any, at such rate or rates, not exceeding
the then legal maximum rate, payable quarterly on such dates,
mature on such dates and in such amounts and redeemable, in
whole or in part, as prescribed in a supplemental resolution or in
the Loan Agreement by and between the Issuer and the West
Virginia Water Development Authority, on behalf of the West
Virginia Bureau for Public Health (the “Loan Agreement”).

3. Authorized the execution and delivery of the Loan
Agreement. :
4. Directed the continuation of a Revenue Fund and

the disposition of the revenues of the System; provided for the
payment of operating expenses; provided for the monthly
payment of principal of and interest, if any, on the Bonds when
due; provided for the creation of a Sinking Fund, a Reserve
Account and a Renewal and Replacement Fund for the Bonds; and
provided for the use of excess funds of the System.

5. Directed the creation of a Bond Construction Trust
Fund and the disbursement of Bond proceeds.
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6. Provided that the Bonds shall not be or constitute
an indebtedness of the Issuer within the meaning of any
constitutional or statutory provision or limitation, but shall be
payable solely from the Gross Revenues of the System; pledged
the Gross Revenues of the System to payment of the Bonds and
established the rights of the holders of the Bonds to the Gross
Revenues of the System.

7. Provided certain conditions for the issuance of

additional bonds.

8. Provided for insurance coverage on the Project,
enforcement of collection of rates and other charges for the
System, and other covenants of the Issuer in favor of the
Bondholders.

o, Established the events of default and the remedies
of the Bondholders.

10. Provided for the modification or amendment of the
Ordinance upon the terms and conditions set forth in the
Ordinance.

The Issuer contemplates the issuance of the Bonds described in and under
the conditions set forth in the Ordinance abstracted above.
interested may appear before the Council of the Town of Bath at a regular
meeting on November 19, 2002, at 5:00 p.m., in the Council Chambers, Town
Hall, 103 Wilkes Street, Berkeley Springs, West Virginia, and present protests
and be heard as to whether the above described Ordinance shall be put into
effect.

A certified copy of the Ordinance as adopted by the Council is on file
with the Recorder for review by mterested persons during the office hougs of
the Town Hall.

Any person

v/
T
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TOWN OF BATH
WATER REVENUE BONDS, SERIES 2002 A
(WEST VIRGINIA DWTRF PROGRAM)

- SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE
PRINCIPAL AMOUNT, DATE, MATURITY DATE, INTEREST
RATE, PAYMENT SCHEDULE, SALE PRICE AND OTHER
TERMS OF THE TOWN OF BATH WATER REVENUE BONDS,
SERIES 2002 A (WEST VIRGINIA DWTRF PROGRAM);
AUTHORIZING AND APPROVING THELOAN AGREEMENT
RELATING TO SUCH BONDS AND THE SALE AND
DELIVERY OF SUCH BONDS TO THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY; DESIGNATING A
REGISTRAR, PAYING AGENT AND DEPOSITORY BANK;
AND MAKING OTHER PROVISIONS AS TO THE BONDS.

2.8

WHEREAS, the Council (the “Governing Body”) of the Town of Bath (the
“Issuer”) has duly and officially passed a Bond Ordinance on November 5, 2002, effective
November 19, 2002 (the “Bond Ordinance™), entitled:

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS, BETTERMENTS
AND IMPROVEMENTS TO THE EXISTING WATERWORKS
SYSTEM OF THE TOWN OF BATH AND THE FINANCING OF
THE COST THEREOF, NOT OTHERWISE PROVIDED,
THROUGH THEISSUANCE BY THE TOWN OFNOTMORE
THAN $1,150,000IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2002 A (WEST VIRGINIA
DWTRFE PROGRAM); PROVIDING FOR THERIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS OF SUCH BONDS; AUTHORIZING EXECUTION
AND DELIVERY OF ALL DOCUMENTS RELATING TO THE
ISSUANCE OF SUCH BONDS; APPROVING, RATIFYING AND
CONFIRMING A LOAN AGREEMENT RELATING TO SUCH
BONDS; AUTHORIZING THE SALE AND PROVIDING FOR
THE TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

IR




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

WHEREAS, the Bond Ordinance provides for the issuance of the Water Revenue
. Bonds, Series 2002 A (West Virginia DWTRF Program), of the Issuer, in an aggregate
principal amount not to exceed $1,150,000 (the “Bonds™), and has anthorized the execution
and delivery of a loan agreement relating to the Bonds, including all schedules and exhibits
attached thereto (collectively, the “Loan Agreement”), by and between the Issuer and the West
Virginia Water Development Authority (the “Authority’), on behalf of the West Virginia
Burean for Public Health (the “BPH”), all in accordance with Chapter 8, Article 19 and Chapter
16, Article 13C of the Code of West Virginia, 1931, as amended (collectively, the “Act”); and
in the Bond Ordinance it is provided that the egact principal amount, date, maturity date,
interest rate, payment schedule, sale price and other terms of the Bonds should be established
by a supplemental resolution, and that other inatters relating to the Bonds be herein provided
for;

WHEREAS, the Loan Agreement has been presented to the Issuer at this
 meeting;

WHEREAS, the Bonds are proposed to be purchased by the Authonty pursuant
to the Loan Agreement; and

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the “Supplemental Resolution™) be adopted, that the Loan A greement
be approved and ratified by the Issuer, that the exact principal amount, date, maturity date,
interest rate, payment schedule, sale price and other terms of the Bonds be fixed hereby in the
manner stated herein, and that other matters relating to the Bonds be herein provided for.

NOW, THEREFORE, BEITRESOLVED BY THE GOVERNING BODY OF THE
TOWN OF BATH, WEST VIRGINIA, AS FOLLOWS:

Section 1. It is hereby found and determined that:

(A) The Notice of Public Hearing and Abstract of Bond Ordinance (the
“Notice”) was duly published in the Morgan Messenger, a qualified newspaper published and
of general circulation in the Issuer with the first publication thereof being not less than ten
(10) days before the day set by the Bond Ordinance and the Notice for the public hearing at
which interested persons may appear before the Council and present protests and suggestions
and with the last publication thereof being prior to said date set by the Bond Ordinance and the
Notice for the public hearing, and a copy of the Affidavit of Publication reflecting such
publications is incorporated herein by reference;
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(B) In accordance with the Bond Ordinance and the Notice, the Recorder has
maintained in his or her office a certified copy of the Bond Ordinance for review by interested
persons during the regular office hours of such office;

(C) In Council chambers, Town Hall, Berkeley Springs, West Virginia, on
November 19, 2002, at 5:00 p.m., prevailing time, in accordance with the Bond Ordinance and
the Notice, the Council met for the purpose of hearing protests and suggestions regarding
whether the Bond Ordinance shounld be put into effect and heard all protests and suggestions
with regard thereto;

(D) At the public hearing, no significant reasons were presented that would
require modification or amendment of the Bond Ordinance and no written protest with regard
thereto was filed by 30 percent or more of the freeholders of the Issuer; and

(E) The Bond Ordinance shall be put into effect as of the date hereof and the
Bonds contemplated thereby shall be issued, all as provided in the Bond Ordinance and this
Supplemental Resolution.

Section 2. Pursuant to the Bond Ordinance and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the Water
Reverme Bonds, Series 2002 A (West Virginia DWTRE Program), of the Issuer, originally
represented by asingle Bond, numbered AR-1, inthe original principal amount of $1,150,000.
The Bonds shall be dated the date of delivery, shall finally mature September 1, 2033,
and shall bear no interest. The principal of the Bonds is payable quarterly on March 1, June
i, September 1 and December 1 of each year, commencing December 1, 2003, in the
amounts set forth in the Schedule Y attached to the Loan Agreement and incorporated in and
made a part of the Bonds. The Issuer hereby approves and shall pay the Administrative Fee
equal to 1% of the principal amount of the Bonds set forth in the Schedule Y attached to the
Loan Agreement. The Bonds shall be subject to redemption upon the written consent of the
Authority and the BPH, and upon payment of a redemption premium, if any, and otherwise in
compliance with the Loan Agreement, so long as the Authority shall be the Registered Owner
of the Bonds.

Section 3. All other provisions relating to the Bonds and the text of the Bonds .
shall be in substantially the form provided in the Bond Ordinance.

Section 4. The Issuer hereby ratifies, approves and accepts the Loan Agreement,
including all schedules and exhibits attached thereto, a copy of which is incorporated herein
by reference, and the execution and delivery of the Loan Agreement by the Mayor, and the
performance of the obligations contained therein, on behalf of the Issuer, are hereby
authorized, directed, ratified and approved. The Issuer hereby affirms all covenants and
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representations made in the Loan Agreement and in the application to the BPH and the
Authority. The price of the Bonds shall be 100% of par value, there being no interest accrued
thereon, provided that the proceeds of the Bonds shall be advanced from time to time as
requisitioned by the Issuer.

Section 5. The Issuer hereby appoints and designates Citizens National Bank of
Berkeley Springs, Berkeley Springs, West Virginia, to serve as Registrar (the “Registrar”™) for
the Bonds under the Bond Ordinance and approves and accepts the Registrar’s Agreement to
be dated the date of delivery of the Bonds, by and between the Issuer and the Registrar, and the
execution and delivery of the Registrar’s Agreement by the Mayor, and the performance of the
obligations contained therein, on behalf of the Issuer, are hereby authorized, directed and
approved.

Section 6. The Issuer hereby appoints and designates the West Virginia
Municipal Bond Commission, Charleston, West Virginia (the “Commission”), to serve as
Paying Agent for the Bonds under the Bond Ordinance.

Section 7. The Issuer hereby appoints and designates Citizens National Bank of
Berkeley Springs, Berkeley Springs, West Virginia, to serve as Depository Bank under the
Bond Ordinance.

Qection 8. Series 2002 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2002 A Bonds Sinking Fund as capitalized interest.

Section 9. Series 2002 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2002 A Bonds Reserve Account.

Section 10. The remaining proceeds of the Bonds, as advanced from time to
time, shall be deposited in or credited to the Series 2002 A Bonds Construction Trust Fund,
as Teceived by the Issuer for payment of costs of the Project, including costs of issuance of
the Bonds.

Section 11. The Mayor and Recorder are hereby authorized and directed to
execute and deliver such other documents and certificates required or desirable in connection
with the Bonds hereby and by the Bond Ordinance approved and provided for, to the end that
the Bonds may be delivered to the Authority pursuant to the Loan Agreement on or
about December 9, 2002.

Section 12. The acquisition and construction of the Project and the financing

thereof 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.
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Section 13. The Issuer hereby determines to invest all moneys in the funds and
accounts established by the Bond Ordinance held by the Depository Bank until expended, in
money market accounts secured by a pledge of Government Obligations, and therefore, the
Issuer hereby directs the Depository Bank to invest all moneys in such money market accounts
until further directed in writing by the Issuer. Moneys in the Series 2002 A Bonds Sinking
Fund and the Series 2002 A Bonds Reserve Account shall be invested by the Commission in
the West Virginia Consolidated Fund.

Section 14. The Issuer hereby approves and accepts all contracts relating to the
financing, acquisition and construction of the Project.

Section 15. The Issuer hereby approves the costs of issuance and authorizes the
payment of the same.

Section 16. This Supplemental Resolution shall be effective immediately
following adoption hereof.

Adopted this 19* day of November, 2002.

Mayor
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Council
of the Town of Bath on the 19" day of November, 2002.

Dated this 9" day of December, 2002.

.
[SEAL] =
Recorder
Vi
Z
10/22/02
000802/00301
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF BATH
WATER REVENUE BOND, SERIES 2002 A
(WEST VIRGINIA DWTRF PROGRAM)

KNOW ALL MEN BY THESE PRESENTS: That the TOWN OF BATH, a
runicipal corporation and political subdivision of the State of West Virginia in Morgan
County of said State (the "Issuer"), for value received, hereby promises to pay, solely from the
special funds provided therefor, as hereinafter set forth, to the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the " Authority") or registered assigns, the sum of ONE
MILLION ONE HUNDRED FIFTY THOUSAND DOLLARS ($1,150,000), or such lesser
amount as is set forth on the Record of Advances attached hereto as Exhibit A and incorporated
herein by reference, in quarterly installments on March 1, June 1, September 1 and December
1 of each year, commencing December 1, 2003, as set forth on the "Debt Service Schedule"
attached as Exhibit B hereto and incorporated herein by reference. The Administrative Fee
(as defined in the hereinafter described Bond Legislation) on this Bond shall also be payable
quarterly on March 1, June 1, September 1 and December 1 of each year, commencing
December 1, 2003, as set forth on Exhibit B attached hereto.

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 principal, 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 Bureau
for Public Health (the “BPH™), and upon the terms and conditions prescribed by, and
otherwise in compliance with, the Loan Agreement dated December 6, 2002, by and between

the Issuer and the Authority, on behalf of the BPH.
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This Bond is issued (i) to pay the costs of acquisition and construction of certain
additions, betterments and improvements to the existing waterworks systemn of the Issuer (the
"Project'™); and (ii) to pay certain costs of issuance of this Bond and related costs. The existing
waterworks system of the Issuer, the Project, and any further extensions, 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 8, Article 19 and Chapter 16, Article 13C of the
Code of West Virginia, 1931, as amended (collectively, the "Act"), a Bond Ordinance duly
enacted by the Issuer on November 5, 2002, effective November 19, 2002, and a Supplemental
Resolution duly adopted by the Issuer on November 19, 2002 (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 securty provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND INALLRESPECTS, WITH THE
ISSUER’S WATER REVENUE REFUNDING AND IMPROVEMENT BONDS, SERIES 1997
A, DATED JULY 15, 1997, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $1,430,000 (THE “PRIOR BONDS™).

This Bond is payable only from and secured by a pledge of the Gross Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a parity
with the pledge of the Gross Revenues in favor of the holders of the Prior Bonds, and from
moneys in the Series 2002 A Bonds Reserve Account created under the Bond Legislation for
this Bond and unexpended proceeds of this Bond. Such Gross Revenues shall be sufficient to
pay all operating expenses of the System and 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 constifute 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 same or the interest, if any, hereon, except from said special fund provided
from the Gross Revenues, the moneys in the Series 2002 A Bonds Reserve Account and
unexpended proceeds of this Bond. Pursuant to the Bond Legislation, the Issuer has
covenanted and agreed to establish and maintain just and equitable rates and charges for the use
of the System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to comply with the rate coverage required by the Prior Ordinance, so
long as the Prior Bonds are outstanding, and thereafter, sufficient to provide for the reasonable
expenses of operation, repair and maintenance of the System, and to leave a balance each year
equal to at least 115% of the maximum amount of principal of and interest, if any, on this Bond
payable in any year and all other obligations secured by a lien on or payable from such revenues
on a parity with this Bond, including the Prior Bonds; provided however, that so long as there
exists in the Series 2002 A Bonds Reserve Account, an amount at least equal to the maxinum
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amount of principal and interest, if any, which will become due on this Bond in any year, and
in the respective reserve accounts established for any other obligations outstanding on a parity
with this Bond, including the Prior Bonds, an amount at least equal to the requirement therefor,
such percentage may be reduced to 1 10%. The Issuer has entered into certain further
covenants with the R egistered Owners of this Bond, for the terms of which, reference is made

to the Bond Legislation. Remedies provided the Registered Owners of this Bond are
exclusively as provided in the Bond Legislation, to which reference is here made for a detailed

description thereof.

Subject to the registration requirements set forth herein, this Bond is
iransferable, as provided in the Bond Legislation, only upon the books of the Registrar (as

" defined in the Bond Legislation) by the Registered Owner or its attorney duly authorized in

writing, upon the swrender of this Bond, together with a written instrument of transfer
satisfactory to the Registrar, duly executed by the Registered Owner or ifs 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 the payment of the costs of acquisition and construction
of the Project and the costs of issuance hereof described in the Bond Legislation, and there
shall be and hereby is created and granted a lien upon such moneys, until so applied, in favor
of the Registered Owner of this Bond.

IT IS UEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and upon 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, to pether with all other obligations
of the Issuer, does not exceed any limit prescribed by the Constitution or statutes of the State
of West Virginia and that a sufficient amount of the Gross Revenues of the System has been
pledged to and will be set aside into said special fund by the Issuer for the prompt payment of
the principal of this Bond. o

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 fuily herem. '
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ng WITNESS WHERFEOF, the TOWN OF BATH has caused this Bond to be
signed by its Mayor and its corporate seal to be hereunto affixed and attested by 1ts Recorder,

and has caused this Bond to be dated December 9, 2002.
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This Bond is one of the Series 2002 A Bonds described in the within-mentioned
Bond Legislation and has been duly registered in the name of the Registered Owner set forth
above, as of the date set forth below.

Date: December g, 2002.

CITIZENS NATIONAL BANK OF BERKELEY SPRINGS,
as Registrar

/)
Its Authorized Gifz Cfir_ =

MD377839.1 Page 5 of 10
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(2) %
(3) S
(4) 5
(5) §
(6) §
(7) §
(8) %
(9) $
(10)$
(113
(12)$
(13)$
(14)$
(15)$
(16)S
(17)$
(13)$

(1) $101,240

EXATErITE IR

EXHIBIT A

RECORD OF ADVANCES

Amount Date

12/8/02

Amount

(19)
(20) $
1) §
(22) %
(23) $
(24) §
(25) 8
(26)
27) %
(28) $
(29) %
(30) $
(3B1)S
(32) $
(33) §
(34) $
(35) §
(36) §

Total $
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EXHIBIT B
= Yy
i Town of Bath i
rg Loan of $1,150,000 “';3;1 3
6 0% Intetrest Rate, 1% Administrative Fee, 30 Years iz
3 Closing Date: December 9, 2002 i
5. . 3>
7 DEBT SERVICE SCHEDULE . b
5
b 3/04/2003 . .
it £/01/2003 - - . £
3 g 9/01/2003 - - - &
i 12/04/2003 9,584.00 . - 9,584.00 &
(£ 3012004 0,584.00 - 9,584.00 X
% 6/01/2004 9,584.,00 - 8,584.00 &
?. 5/01/2004 9,584.00 - 9,584.00 b
e 12/01/2004 ' 8,564.00 . 9,584.00 &
5 3/01/2005 9,584.00 - 9,584.00 £
£ B/0172005 S,584.00 - 958400 o
e} 9/01/2005 8,584.00 - 9,584.00 i
13 12/01/2005 9,584.00 - 9,584,00 i
g 3/01/2006 9,584.00 - g,584,00 &
/0142006 9,584.00 - 9,584.00 2
€ 670172006 §,584.00 - 9.584.00 =t
i 12/01/2008 9,584.00 - 9,584.00 I
2 3/01/2007 9,584.00 - 9,584,00 i
g 6/01/2007 9,584.00 . 9,584.00 =
: 9/01/2007 9,584.00 _ - 9,584.00 b
120172007 8,584.00 : 9 564.00 &
: 3/04/2008 9,584,00 - 9,584.00 &
6/01/2008 9,584,00 - 9,584.00 5
9/01/2008 9,584.00 - 9,584.00 &
12/01/2D08 ,584.00 - 9,584.00 &
370472009 TG EEA00 . 3,584.00 3
6/01/2009 9,584.00 . 9,584.00 “ir
9/01/2009 8,584.00 - 9,584.00 $e
12/01/2009 9,584.00 - 9,584.00 2
30112010 9,564.00 - 9,584.00 fiE
60172010 5,584.00 - 584,00 Sl
9/01/2010 9,584.00 - 9,584,00 ik
12/01/2010 9,584.00 - 8,584.00 20
3/0112011 9,584.00 - 9,584.00 il
6/01/2011 £,584.00 - 8,584.00 ik
G207 9,584.00 - §,584.60 £t
12/01/2011 9,584.00 - 9,584.00 £
3/01/2012 9,584.00 - 9,584.00 %
6/01/2012 9,584.00 - 9,584.00 4
Q12012 9,584.00 - 9,584.00 2l
1212012 5,584 00 . §,564.00 21
3/01/2013 9,584,00 - 9,584.00 ,j :
B6/01/2013 9,584.00 - 9,584.00 Bl
9/04/2013 9,584.00 - 9,584,00 2
12/01/2013 9,583.00 - 9,583.00 ] '
3207 5,583.00 - 558500 |
B/01/2014 9,583.00 - 9,583.00 5;} :
9/01/2014 9,583.00 - ©,583.00 £
Feuris, Baker Watts File = Town of Bath Loans.sf-DWTRF 10-22-07 il
West Virginia Public Finance Office 10/22/2002 10:20 AM ;fg :
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Town of Bath
Loan of $1,150,000 .
0% Tnterest Rate, 1% Administrative Fee, 30 Years
Closing Date: December 9, 2002
DEBT SERVICE SCHEDULE
12/01/2014 ©,583.00 - . 8,5B83.00
3/01/2015 9,583.00 u 9.583.00
6/01/2015 3,583.00 - 8583.00
9/01/2015 9,583.00 - 9.583.00
12/01/2015 9.583.00 - 9 583,00
3/01/2016 8,583.00 - 9,583.00
B6/01/2016 9,583.00 - 9,583,000 -
90172016 9.583.00 - ’ 9.583.00
12/01/2016 9,583.00 - 9,583.00
30472017 9.583.00 - 8,583.00
6/01/2017 9,583.00 - 9,583.00
9/0112017 8. 583.00 - 9,583.00
12/0172017 G,583.00 - 9,583.00
3/01/2018 8,583.00 - 9,583.00
6/01/2018 9,583.00 - 9,583.00
8/01/2018 9.583.00 - 9,583.00
1200172018 9,583.00 - ) 3,583.00
307172018 9,583.00 - 9,583.00
6/04/2019 9,583.00 - 9,583.00
8/01/2019 9,583.00 - 9,583.00
12/01/2018 9,583.00 - 9,583.00
370112020 G 583.00 - . 8,583,00
6/01/2020 S 583.00 - 4, 583.00
8/01/2020 9,583.00 - 9,583.00
12/01/2020 9,583.00 " 59,583.00
ajo1/zo21 9,583.00 - 9,583.00
B/OI2021 9,583.00 - 6,583.00
90172021 9.583.00 - 9 583.00
12/01/2021 9,583.00 - 9,583.00
3/01/2022 9,583.00 - 9,583,00
6/04/2022 9,583.00 - : 8,5R3.00
9/01/2022 9.583.00 - 9,583.00
12/01172022 9,583.00 - Q 583.00
3/01/2023 9,583.00 - 9,583.00
6/01/2023 9,583.00 - 9,583.00
9/01/2023 9,5683.00 - 9,583.00
12/01/2023 9,583.00 - 9,583.00
3/01/2024 6 583.00 - i 9,583.00
6/01/2024 9,583,00 - 8,583.00
9/01/2024 §,583.00 - 8,583.00
12/01/2024 9,583.00 - 9.,583.00
3/04/2025 9,583.00 - 9,583.00
60172025 G 583.00 - " g,bB3.C0
9/G1/2025 9,583.00 - 9,583.00
12/01/2025 9,583,00 - 9,583.00
3/01/2026 9,583.00 - 9,583.00
6/01/2026 9,583.00 - . 9,583.00

Ferns, Baker Watts
West Virginia Public Finance Office

File = Town of Bath Loanssf-DWTRF §0-22-02
10/22/2002 10:20 AM
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Town of Bath
Loan of 31,150,000
0% Interest Rate, 1% Administrative Fee, 30 Years
Closing Date: December 9, 2002
DEBT SERVICE SCKEDULE
9/01/2026 9,583.00 - 9,583.00
12/04%/2026 9,583.00 - 9,583.00
3/01/2027 9,583.00 - 9,583.00
6/01/2027 9,583.00 - B 9.583.00
9/01/2027 9,583.00 - 9,583.00
12/01/2027 5,583.00 - §,583.00
3/01/2028 5.583.00 - 9,583.00
6/01/2028 5,683.00 - 9,583.00
8/01/2028 §,583.00 - 9,583.00.
12/01/2028 9 583.00 - 9,583.00
30172028 9,583.00 - §,583.00
6/01/2029 9,583.00 - 8,583.00
9/01/2029 9,563.00 - 9,583.00
12/01/2029 5,563.00 - 9 583.00
3/01/2030 G,683.00 - 9,583.00
&/0142630 9,583.00 - 9.583.00
9/01/2030 9,583.00 - 8,583.00
12/01/2030 9,583.00 . 9,583.00
3/01/2031 9,583.00 - 5,583.00
6/01/2031 5,583.00 - 9,583.00
90172031 9,583.00, - 9,583.00
12/01/2031 . 9,583.00 - 8,583.00
3/01/2032 9,583.00 - 9,5B83,00
6/01/2032 9,583.00 9,583.00
QFG1/2032 5,583.00 9,583.00
1210112032 9,583.00 8,583.00
3012033 9,583.00 9,583.00
6/01/2033 9,583.00 §9,683.00
970172033 9,583.00 9,583.00
Total 1,150,000.00 4,150,000.00 *

*Plus $1,449.45 one-percent administrative fee paid quarterly. Total fee paid over life of loan is $172,934.

YIELD STATISTICS

Bond Year Dollars.......cee v veevinnsssnsssscrsnvans naves

Average Life.....ooan
Average Coupon

Net interest Cost {NIC}.......
True Interest Cost {TIC i iirenns Ceeseraeaneaae s tmseshnSeaa RS sebrassmebAR RS RRA RS RS S
Bond Yield for Arbitzage PUrposeES....wvesseieionns "
Al NCIUSIVE COBE (AF ] vecmrmens s tsss s sttirs samarsr s e s o st s pr s st

{RS FORM 8038
Net Interest Costo...nnee.
Weighted Average Maturity

§18,249.45

15.869 Years

T.42E-13
7.42E-13

cirevrmrreerenaeees 94870868%

15.869 Years

Ferris, Baker Watts
West Virginis Fublic Firance Gifice
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ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint
Attorney to transfer the said Bond on the books kept for registration thereof with full powe1

of substitution in the premises.

Dated:

In the presence of:
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WEST VIRGINIA
Water Development Authority

Celebrating 34 Years of Service 1974 - 2008

November 5, 2008

Town of Bath
Water Refunding Revenue Bonds, Series 2008 A

TO WHOM IT MAY CONCERN:

In reliance upon the certificate of Bennett & Dobbins, PLLC, the independent certified
public accountant, and the opinion of Steptoe & Johnson PLLC, bond counsel, that the coverage and parity
tests have been met, the undersigned duly authorized representative for the West Virginia Water
Development Authority, the registered owner of the entire outstanding aggregate principal amount of
the Prior Bonds, hereinafter defined and described, hereby consents to the issuance of the Water Refunding
Revenue Bonds, Series 2008 A (Branch Banking and Trust Company), in the original aggregate principal
amount of $1,108,595 (the "Series 2008 A Bonds") by the Town of Bath (the "Issuer"), under the terms of
the bond ordinance authorizing the Series 2008 A Bonds, on a parity, with respect to liens, pledge and source
of and security for payment, with the Issuer's outstanding (i) Water Revenue Bonds, Series 2006 A (West
Virginia DWTRF Program), dated August 29, 2006, issued in the original aggregate principal amount of
$1,250,000; (ii) Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure Fund), dated August 29,
2006, issued in the original aggregate principal amount of $1,237,000; and (iii) Water Revenue Bonds, Series
2002 A (West Virginia DWTRF Program), dated December 9, 2002, issued in the original aggregate
principal amount of $1,150,000 (collectively, the "Prior Bonds™).

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

Authorized Represenéafive

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




TOWN OF BATH

Water Refunding Revenue Bonds, Series 2008 A

RECEIPT AND RELEASE

West Virginia Municipal Bond Commission, as the Paying Agent of the Town of Bath’s
Water Revenue Refunding and Improvement Bonds, Series 1997 A, dated July 29, 1997, issued in the
original aggregate principal amount of $1,430,000 ( the "Series 1997 A Bonds "), hereby certifies that it
has this day received (i) the sum of $20,782.73 from the Series 1997 A Sinking Fund; (ii) the sum of
$108,562 transferred from the Series 1997 A Bonds Reserve Account; and (iii) the sum of $976,963.40
from the proceeds of the Water Refunding Revenue Bonds, Series 2008 A and that the total in the amount
of $1,106,308.13 is sufficient to pay the entire principal amount of and interest accrued on the Series 1997
A Bonds to the date hereof and discharge the liens, pledges and encumbrances securing the Series 1997 A
Bonds.

Dated this 5th day of November, 2008,

WEST VIRGINIA MUNICIPAL
BOND COMMISSION

By: - )
Its: Authorized Officer

24

CH5002421.1




Town of Bath
Water Refunding Revenue Bonds, Series 2008 A

PREPAYMENT AGREEMENT

+ This AGREEMENT, made and entered into as of November 5, 2008, by
and between the TOWN OF BATH (the “Issuer™) and the WEST VIRGINIA MUNICIPA
BOND COMMISSION (the “Commission™). '

WHEREAS, the Issuer presently owns and operates a public waterworks
system (the “System™) and has heretofore financed the acquisition and construction of the
System and certain additions, extensions and improvements thereto by issuance of several
series of bonds;

WHEREAS, the Issuer has determined that it can realize interest cost
savings through the refunding of its Water Refunding and Improvement Bonds, Series
1997 A, dated July 29, 1997, originally issued in the aggregate principal amount of
$1,430,000 (the “Series 1997 A Bonds™);

WHEREAS, the Issuer has determined to issue its Water Refunding
Revenue Bonds, Series 2008 A (the “Series 2008 A Bonds™), pursuant to an Ordinance
enacted on November 3, 2008, as supplemented by a Supplemental Resolution adopted
November 3, 2008 (collectively, the “2008 Resolution™), and contemporaneously
therewith, prepay and defease the Series 1997 A Bonds by depositing a portion of the
proceeds of the Series 2008 A Bonds with the Commission; and

WHEREAS, the cash amounts which will be delivered to the Commission
simultaneously with the delivery of the Series 2008 A Bonds, along with funds currently
on deposit with the Commission, are in such amounts as to insure the payment on
November 5, 2008 (the “Redemption Date™), of the entire principal amount of the Series
1997 A Bonds then outstanding, the redemption premium and all interest accrued thereon
(collectively, the “Redemption Price™);

NOW, THEREFORE, in consideration of the mutual agreements contained
herein, and in order further to secure payment of the Series 1997 A Bonds, as heretofore
provided, the parties hereto mutually undertake, promise and agree for themselves, their
respective representatives, successors and assigns, as follows:

CH5004831 .1




I. The deposit of moneys with the Commission shall constitute an
urevocable deposit of such moneys in trust for, and such moneys shall be applied to, the
payment of the Redemption Price of the Series 1997 A Bonds on the Redemption Date.

2. Concurrently with the delivery of the Series 2008 A Bonds, the
sum of $108,562 on deposit in the Series 1997 A Bonds Reserve Account shall be
transferred by the Commission to the Series 1997 A Bonds Sinking Fund.

3. Concurrently with the delivery of the Series 2008 A Bonds, the
sum of $20,782.73 on deposit in the Series 1997 A Bonds Sinking Fund shall be applied to
the Redemption Price of the Series 1997 A Bonds..

4. Concurrently with the delivery of the Series 2008 A Bonds, the
Issuer shall deposit proceeds of the Series 2008 A Bonds in the amount of $976,963.40 in
the Series 1997 A Bonds Sinking Fund. This deposit, along with the transfer of the
moneys described in paragraph 2 above (for a total of $1,106,3 08.13) will be sufficient to
pay the Redemption Price of the Series 1997 A Bonds on the Redemption Date.

5. The Commission as Paying Agent for the Series 1997 A Bonds
shall apply the moneys in the Series 1997 A Bonds Sinking Fund to the payment in full on
November 5, 2008, of the Redemption Price of the Series 1997 A Bonds.

6. The holders of the Series 1997 A Bonds shall have an express lien
on all moneys and assets in the Series 1997 A Bonds Sinking Fund until paid out, used and
applied in accordance with this Agreement.

7. This Agreement shall terminate on the date on which all the
Outstanding Series 1997 A Bonds have been redeemed paid in full and discharged. Upon
termination of this Agreement, any moneys remaining in the Series 1997 A Bonds Sinking
Fund at the Commissjon after payment of administrative fees shall be transferred to the
[ssuer.

8. This Agreement may be executed in several counterparts, all or
any of which shall be regarded for all purposes as one original and shall constitute and be

but one and the same instrument.

9. This Agreement is made in the State of West Virginia under the
Constitution and laws of such State and is to be so construed.

CH5004831.1




IN WITNESS WHEREOF, the partics hereto have executed this
Agreement on the day and year first above written.

TOWN OF BATH

J//@/ A7

Mayor

WEST VIRGINIA MUNICIPAL
BOND COMMISSION

Executive Director

11.03.08
055550.00001

CH3004831.1




[TO BE MAILED BY REGISTERED OR CERTIFIED MAIL TO THE ORIGINAL
PURCHASER AND REGISTERED OWNERS AT LEAST 30 DAYS AND NOT MORE
THAN 60 DAYS PRIOR TO REDEMPTION]

NOTICE OF REDEMPTION

$1,430,000 The Town of Bath (West Virginia)
Water Revenue Refunding and Improvement Bonds, Series 1997 A
Dated July 15, 1997

- Notice is hereby given that, in accordance with the redemption provisions of the
Bond Ordinance, enacted July 7, 1997 by The Town of Bath (West Virginia) (the “Issuer”), all of
the outstanding The Town of Bath (West Virginia) Water Revenue Refunding and Improvement
Bonds, Series 1997 A, dated Tuly 15, 1997 and issued in the original aggregate amount of
$1,430,000 (the “1997 Bonds™) are to be redeemed on December 1, 2008 (the “Redemption
Date”). Payment in each case will include the principal amount at 101% of par (the
“Redemption Price™), and interest accrued to and including the Redemption Date.

Funds sufficient to redeem all Bonds called for optional redemption have not been
deposited with the Paying Agent as of the date of mailing this Notice of Redemption;
accordingly, THIS OPTIONAL REDEMPTION IS SUBJECT TO THE DEPOSIT BY THE
ISSUER, ON OR BEFORE THE REDEMPTION DATE, OF SUFFICIENT FUNDS WITH
THE PAYING AGENT TO PAY IN FULL THE OUTSTANDING PRINCIPAL OF,
INTEREST ON, AND PREMIUM FOR, THE 1997 BONDS ON THE REDEMPTION DATE.
IF SUCH MONIES ARE NOT SO DEPOSITED, THE REGISTRAR SHALL NOTIFY ALL
HOLDERS OF THE 1997 BONDS OF SUCH FACT.

The outstanding 1997 Bonds mature on September | in the following years:

Principal Amount Maturity Date CUSIP* Interest Rate
$250,000 : September 1, 2011  (071190BS0 5.350%
$495,000 September 1, 2019 071190BTS8 5.800%
$450,000 September 1, 2024  071190BUS5 5.800%

All 1997 Bonds outstanding shall be surrendered on the Redemption Date for
payment and delivered to the Registrar and Paying Agent at the following addresses:

The Bank of New York Mellon Corporation, Corporate Trust Department

385 Rifle Camp Road :
West Paterson, New Jersey 07424
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BY MAIL:

The Bank of New York Mellon Corporation
Post Office Box 396

East Syracuse, New York 13057

HAND DELIVERY/OVERNIGHT MAIL:
The Bank of New York Mellon Corporation
111 Sanders Creek Parkway

East Syracuse, New York 13057

Attention: Bond Redemption Unit

These securities will become due and payable on the Redemption Date at the
office of the Paying Agent. On that date the sccurities or portions thereof to be redeemed shall
cease to bear interest,

Date of Notice: November 1, 2008. Town of Bath (West Virginia)
By: The Bank of New York Mellon Corporation

Under the provisions of the Interest and Dividend Tax Compliance Act of 1983, Registrar and
Paying Agents may be obligated to withhold 31% Jrom payments of principal to individuals who
have failed to furnish the Registrar or Paying Agent with a valid Taxpayer Identification
Number. Holders of the above stated securities who wish to avoid the application of these
provisions should submit certified Taxpayer Identification Numbers on Form W-9 when
presenting their bonds. The above CUSIP Numbers are provided solely for the convenience of
the bondholders. Neither the Registrar nor the Paying Agent certifies as to their correctness oy
completeness,

*The above CUSIP Numbers are provided solely for the convenience of the bondholders.
Neither the Registrar nor the Paying Agent certifies as to their correctness or completeness.
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