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BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC SEWERAGE FACILITIES OF
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
AND THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF THROUGH THE ISSUANCE BY
THE DISTRICT OF NOT MORE THAN $494,288 IN
AGGREGATE PRINCIPAL AMOUNT OF SEWER REVENUE
BONDS, SERIES 1994 A (WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY); 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 AND RATIFYING 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 RESOLVED BY THE PUBLIC SERVICE BOARD OF BERKELEY
COUNTY PUBLIC SERVICE SEWER DISTRICT:

ARTICLE [

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Resolution. This Resolution (together
with any order or resolution supplemental hereto or amendatory hereof, the "Bond

Legislation™) is adopted pursuant to the provisions of Chapter 16, Arnticle 13A 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:

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

B.  The Issuer presently owns and operates a public sewerage system.
However, it is deemed necessary and desirable for the health and welfare of the inhabitants
of the [ssuer that there be acquired and constructed certain improvements and extensions to



the existing public sewerage facilities of the Issuer, consisting of the expansion and upgrade
of the Baker Heights wastewater treatment plant, together with all appurtenant facilities
(collectively, the "Project”), which constitute properties for the collection, treatment,
purification or disposal of liquid or solid wastes, sewage or industrial wastes (the existing
public sewerage facilities of the Issuer, the Project and any further improvements or
extensions thereto are herein called the "System”) at an estimated cost of $4,624,373, in
accordance with the plans and specifications prepared by the Consulting Engineers, which
plans and specifications have heretofore been filed with the Issuer.

C.  The 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 costs of operation
and maintenance of the System and the principal of and interest on the Bonds, and to make
payments into all Sinking Funds, Reserve Accounts and other payments provided for herein,
all as such terms are hereinafter defined.

D.  Itis deemed necessary for the Issuer to issue its Sewer Revenue Bonds,
Series 1994 A (West Virginia Water Development Authority), in the total aggregate
principal amount of not more than $494,288 (the "Series 1994 A Bonds"), initially to be
represented by a single bond to permanently finance the costs of acquisition and construction
of the Project. Said costs shall be deemed to include the cost of all property rights,
casements and franchises deemed necessary or convenient therefor; interest upon the
Series 1994 A Bonds prior to and during acquisition and construction of the Project and for
a period not exceeding 6 months after completion of acquisition and construction of the
Project; amounts which may be deposited in the Series 1994 A Bonds Reserve Account (as
hereinafter defined); engineering and legal expenses; expenses for estimates of costs and
revenues, expenses for plans, specifications and surveys; other expenses necessary or
incident to determining the feasibility or practicability of the enterprise, administrative
expense, commitment fees, fees and expenses of the Authority (as hereinafter defined),
discount, initial fees for the services of registrars, paying agents, depositories or trustees
or other costs in connection with the sale of the Series 1994 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 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 1994 A Bonds or the repayment of indebtedness
incurred by the Issuer for such purposes shall be deemed Costs of the Project, as hereinafter
defined.

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

F. It is in the best interests of the Issuer that its Series 1994 A Bonds be
sold to the Authority pursuant to the terms and provisions of a loan agreement to be entered



into between the Issuer and the Authority, in form satisfactory to the Issuer and the
Authority, as shall be approved by supplemental resolution of the Issuer.

G.  There are outstanding obligations of the Issuer which will rank either
on a parity with or junior and subordinate to the Series 1994 A Bonds as to liens, pledge
and source of and security for payment, which obligations are designated and have the lien
positions with respect to the Series 1994 A Bonds as follows:

Designation Lien Position
Sewer Revenue Bonds, Series 1986 A, dated First Lien

March 7, 1986, issued in the original aggregate
principal amount of $3,290,658 (the
"Series 1986 A Bonds");

Sewer Revenue Bonds, Series 1986 C, dated First Lien
March 7, 1986, issued in the original aggregate

principal amount of $800,000 (the

"Series 1986 C Bonds");

Sewer Revenue Bonds, Series 1990 A, dated First Lien
May 3, 1990, issued in the original aggregate

principal amount of $828,629 (the

"Series 1990 A Bonds™);

Sewer Revenue Bonds, Series 1986 B, dated Second Lien
March 7, 1986, issued in the original aggregate

principal amount of $1,638,194 (the

"Series 1986 B Bonds"); and

Sewer Revenue Bonds, Series 1990 B, dated Second Lien
May 3, 1990, issued in the original aggregate

principal amount of $38,669 (the

"Series 1990 B Bonds"),

Sewerage System Bond Anticipation and Third Lien
Construction  Notes, Series 1994, dated

October 4, 1994, issued in the original

aggregate principal amount of $5,000,000 (the

"Notes"™),

The Series 1986 A Bonds, the Series 1986 C Bonds and the Series 1990 A

Bonds are hereinafter collectively called the "First Lien Bonds”™; the Series 1986 B Bonds
and the Series 1990 B Bonds are hereinafter collectively calied the "Second Lien Bonds";

3.



and the Notes are herein called the "Third Lien Bonds". The First Lien Bonds, the Second
Lien Bonds and the Notes are hereinafter collectively called the "Prior Bonds."

The Series 1994 A Bonds shall be issued on a parity with the First Lien Bonds,
and senior and prior to the Second Lien Bonds and Third Lien Bonds with respect to liens,
pledge and source of and security for payment and in all other respects. The Issuer has met
the parity test requirements of the First Lien Bonds and the resolutions authorizing the First
Lien Bonds. The Issuer has also obtained the consent of the Holders of the First Lien
Bonds to the issuance of the Series 1994 A Bonds on a parity with the First Lien Bonds.
Other than the Prior Bonds, there are no outstanding bonds or obligations of the Issuer
which are secured by revenues or assets of the System.

The Notes were issued to temporarily finance a portion of the Costs of the
Project and a second project of the Issuer known as the "Airport/Pikeview Project” expected
to commence within the next several months. No proceeds of the Series 1994 A Bonds
shall be used on the "Airport/Pikeview Project”. The Notes are payable solely from
proceeds of sewer revenue bonds anticipated to be issued by the Issuer to the West Virginia
State Revolving Fund Program and the West Virginia Housing Development Fund and
Surplus Revenues, if any (as hereinafter defined).

H.  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 issuance of the Series 1994 A Bonds, or will have so
complied prior to issuance of any thereof, including, among other things and without
limitation, the obtaining of a certificate of public convenience and necessity and approval
of this financing and necessary user rates and charges described herein from the Public
Service Commission of West Virginia by final order, the time for rehearing and appeal of
which will either have expired prior to the issuance of the Series 1994 A Bonds or such
final order will not be subject to appeal or rehearing.

I. The Issuer has received the written consent of all holders of the Prior
Bonds to the issuance of the Series 1994 A Bonds with lien positions with respect to the
Prior Bonds as set forth in Section 1.02G hereof.

Section 1.03. Bond Legislation Constitutes Contract. In consideration
of the acceptance of the Series 1994 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 Series 1994 A
Bonds, all which shall be of equat rank and without preference, priority or distinction
between any one Bond of a series and any other Bonds of the same series, by reason of
priority of issuance or otherwise, except as expressly provided therein and herein.



Section 1.04. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

"Authority” means the West Virginia Water Development Authority, which
is expected to be the original purchaser and Registered Owner of the Series 1994 A Bonds,
or any other agency of the State of West Virginia that succeeds to the functions of the
Authority.

“Authorized Officer” means the Chairman of the Governing Body of the Issuer
or any temporary Chairman duly selected by the Governing Body.

"Bond Construction Trust Fund” means the Bond Construction Trust Fund
established by Section 5.01 hereof.

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

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

"Bond Registrar™ means the 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 1994 A Bonds, the First Lien Bonds,
and any bonds on a parity therewith subsequently authorized to be issued hereunder or by
another resolution of the Issuer.

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

"Closing Date™ means the date upon which there is an exchange of the
Series 1994 A Bonds for the proceeds representing the purchase price of the Series 1994 A
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 Pentree, Inc., Princeton, West Virginia, or any
engineer or firm of engineers that shall at any time hereafter be retained by the Issuer as
Consulting Engineers for the System.

"Costs" or "Costs of the Project” means those costs described in Section 1.02D
hereof to be a part of the cost 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.

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

“First Lien Bonds" means, collectively, the Series 1986 A Bonds, the
Series 1986 C Bonds and the Series 1990 A Bonds as described in Section 1.02G hereof.

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

"Governing Body" or "Board” means the public service board of the Issuer,
as 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.

“Grants" means all moneys received by the Issuer on account of any Grant for
the Project.

"Gross Revenues” means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and
reasonable provision for uncoilectible accounts; provided, that "Gross Revenues” does not
include any gains from the saie or other disposition of, or from any increase in the value
of, capital assets (including Qualified Investments, as hereinafter defined, purchased
pursuant to Article 8.01 hereof) or any Tap Fees, as hereinafter defined.

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



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

"Investment Property” means any security (as said term is defined in
Section 165(g)(2)(A) or (B) of the Code), obligation, annuity contract, investment-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 Berkeley County Public Service Sewer District, a public
service district and a public corporation in Berkeley County, West Virginia, and, unless the
context clearly indicates otherwise, includes the Governing Body of the Issuer.

"Loan Agreement” means the Loan Agreement to be entered into between the
Authority and the Issuer, providing for the purchase of the Series 1994 A Bonds from the
Issuer by the Authority, the form of which shall be approved, and the execution and
delivery by the Issuer authorized and directed or ratified, by the Suppiemental Resolution.

"Net Proceeds” means the face amount of the Series 1994 A Bonds, plus
accrued interest and premium, if any, less original issue discount, if any, and less proceeds,
if any, deposited in the Series 1994 A Bonds Reserve Account. For purposes of the Private
Business Use limitations set forth herein, the term Net Proceeds shall include any amounts
resulting from the investment of proceeds of the Series 1994 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 which is acquired
with the gross proceeds or any other proceeds of the Series 1994 A Bonds and is not
acquired in order to carry out the governmental purpose of the Series 1994 A Bonds.

"Notes" means the Notes described in Section 1.02G hereof.
"Operating Expenses” means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System and includes, without limiting the

generality of the foregoing, administrative, engineering, legal, auditing and insurance
expenses, other than those capitalized as part of the Costs, fees and expenses of the

7.



Authority, fiscal agents, the Depository Bank, the Registrar and the Paying Agent (ail as
herein defined), other than those capitalized as part of the Costs, payments to pension or
retirement funds, taxes and such other reasonable operating costs and expenses as should
normally and regularly be included under generally accepted accounting principles;
provided, that "Operating Expenses” does not include payments on account of the principal
of or redemption premium, if any, or interest on the Bonds, charges 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 cancelled by the Bond Registrar at or prior to said date; (ii) any Bond
for the payment of which moneys, equal to its principal amount and redemption premium,
if applicable, with interest to the 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; and (iv} for purposes of consents or other
action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"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 1994 A Bonds in the Supplemental Resolution,

"Prior Bonds" means, collectively, the First Lien Bonds, the Second Lien
Bonds and the Notes, as described in Section 1.02G hereof,

"Prior Resolutions” means, individually or collectively, the resolution of the
Issuer adopted March 6, 1986, authorizing the Series 1986 A Bonds and the Series 1986 B
Bonds; the resolution of the Issuer adopted March 6, 1986, authorizing the Series 1986 C
Bonds; the resolution of the Issuer adopted April 30, 1990, authorizing the Series 1990 A
Bonds and the Series 1990 B Bonds; and the resolution of the Issuer adopted October 3,
1994, authorizing the Notes.

"Private Business Use” means use directly or indirectly in a trade or business
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 pubiic. 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.



"Program” means the Authority’s loan program, under which the Authority
purchases the water development revenue bonds of local governmental entities satisfying
certain legal and other requirements with the proceeds of water development revenue bonds
of the Authority.

"Project” means the acquisition and construction of certain improvements and
extensions to the existing public sewerage facilities of the Issuer, consisting of the expansion
and upgrade of the Baker Heights wastewater treatment plant, together with all appurtenant
facilities.

"Qualified Investments™ means and includes any of the following:
(a) Government Obligations;

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

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

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

(¢) Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar
banking arrangements) which, to the extent not insured by the
FDIC or Federal Savings and Loan Insurance Corporation, shall
be secured by a pledge of Government Obligations, provided,
that said Government Obligations pledged either must mature as
nearly as practicable coincident with the maturity of said time
accounts or must be replaced or increased so that the market



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

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

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

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

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

"Registrar™ means the Bond Registrar.

"Regulations™ means temporary and permanent regulations promulgated under
the Code or any predecessor to the Code.

"Renewal and Replacement Fund” means the Renewal and Replacement Fund
established by the Prior Resolutions.

"Reserve Accounts” means, collectively, the respective reserve accounts
established for the Series 1994 A Bonds and certain of the Prior Bonds.
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"Reserve Requirement” means, collectively, the respective amounts required
to be on deposit in any reserve account for the Series 1994 A Bonds and the Prior Bonds.

"Revenue Fund” means the Revenue Fund established by the Prior Resolutions.

"Second Lien Bonds” means, collectively, the Series 1986 B Bonds and the
Series 1990 B Bonds as described in Section 1.02G hereof.

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

"Series 1986 A Bonds" means the Sewer Revenue Bonds, Series 1986 A, of
the Issuer as described in Section 1.02G hereof.

"Series 1986 B Bonds" means the Sewer Revenue Bonds, Series 1986 B, of
the Issuer as described in Section 1.02G hereof.

"Series 1986 C Bonds" means the Sewer Revenue Bonds, Series 1986 C, of
the Issuer as described in Section 1.02G hereof.

"Series 1990 A Bonds” means the Sewer Revenue Bonds, Series 1990 A, of
the Issuer as described in Section 1.02G hereof.

"Series 1990 B Bonds” means the Sewer Revenue Bonds, Series 1990 B, of
the Issuer as described in Section 1.02G hereof.

"Series 1994 A Bonds" means the not more than $494,288 in aggregate
principal amount of Sewer Revenue Bonds, Series 1994 A (West Virginia Water
Development Authority), of the Issuer, authorized by this Resolution.

"Series 1994 A Bonds Reserve Account” means the Series 1994 A Bonds
Reserve Account established in the Series 1994 A Bonds Sinking Fund pursuant to
Section 5.02 hereof.

"Series 1994 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 1994 A Bonds in the then current or any succeeding year.

"Series 1994 A Bonds Sinking Fund™ means the Series 1994 A Bonds Sinking
Fund established by Section 5.02 hereof.

"SRF Bonds” means the sewer revenue bonds of the Issuer expected to be
issued and sold within 90 days of the delivery of the Series 1994 A Bonds to the
West Virginia State Revolving Fund Program, the proceeds of which will be used to pay
a portion of the costs of the Project.

11.



"State" means the State of West Virginia.

"Supplemental Resolution” means any resolution or order of the Issuer
supplementing or amending this Resolution and, when preceded by the article "the," refers
specifically to the supplemental resolution or resolutions authorizing the sale of the
Series 1994 A Bonds; provided, that any matter intended by this Resolution to be included
in the Supplemental Resolution with respect to the Series 1994 A Bonds, and not so
included, may be included in another Supplemental Resolution.

"Surplus Revenues” means the Net Revenues not required by the Bond
Legislation to be set aside and held for the payment of or security for the Series 1994 A
Bonds, the Prior Bonds (other than the Notes which are payable from the Surplus Revenues
if the net proceeds from certain bonds anticipated to be issued by the Issuer are insufficient
t0 pay the Notes) or any other obligations of the Issuer, including, without limitation, the
Renewal and Replacement Fund and the respective Reserve Accounts.

"System” means the complete properties of the Issuer for the collection,
treatment, purification or disposal of liquid or solid wastes, sewage or industrial wastes, as
presently existing in its entirety or any integral part thereof, and shall include the Project
and any additions, improvements and extensions thereto hereafter constructed or acquired
for said system from any sources whatsoever.

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

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

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 $4,624,373, 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 1994 A Bonds hereby authorized shall be
applied as provided in Article VI hereof. The Issuer has received bids and will enter into
contracts for the acquisition and construction of the Project, compatible with the financing
plan submitted to the Authority.

The cost of the Project is estimated to be $4,624,373, of which approximately
$957,206 will be from a grant by the United States Environmental Protection Agency,
approximately $400,000 will be from a grant by the Appalachian Regional Commission,
approximately $494,288 will be from proceeds of the Series 1994 A Bonds, and
approximately $2,772,879 will be from proceeds of the Issuer’s sewer revenue bonds
expected to be issued and sold within 90 days of the delivery of the Series 1994 A Bonds
to the West Virginia State Revolving Fund Program (the "SRF Bonds"). Pending issuance
of the SRF Bonds, the Issuer has issued the Notes in an amount sufficient to pay the costs
of the Project.
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ARTICLE IIT

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

Section 3.0]. Authorization of Bonds. For the purposes of capitalizing
interest on the Series 1994 A Bonds, funding a reserve account for the Series 1994 A
Bonds, paying borrowings by the Issuer from the Authority or for the purpose of
temporarily financing the Costs of the Project, paying Costs of the Project not otherwise
provided for and paying certain costs of issuance of the Series 1994 A Bonds and related
costs, or any or all of such purposes, as determined by the Supplemental Resolution, there
shall be and hereby are authorized to be issued negotiable Series 1994 A Bonds of the
Issuer. The Series 1994 A Bonds shall be issued as a single bond, designated as "Sewer
Revenue Bonds, Series 1994 A (West Virginia Water Development Authority),” in the
principal amount of not more than $494,288, and shall have such terms as set forth
hereinafter and in the Supplemental Resolution. The proceeds of the Series 1994 A Bonds
remaining after funding of the Series 1994 A Bonds Reserve Account (if funded from Bond
proceeds), capitalizing interest on the Series 1994 A Bonds, if any, and paying borrowings
by the Issuer from the Authority or for the purpose of temporarily financing the Costs of
the Project, if any, shall be deposited in or credited to the Bond 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 1994 A Bonds shall bear
interest at such rate or rates, not exceeding the then legal maximum, payable semiannually
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. The
Series 1994 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 1994 A Bonds 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 Resclution, the Series 1994 A
Bonds shall be issued in the form of a single bond, fully registered to the Authority, with
a debt service schedule attached, representing the aggregate principal amount of the
Series 1994 A Bonds, and shall mature in principal installments, all as provided in the
Supplemental Resolution. The Series 1994 A Bonds shall be exchangeable at the option and
expense of the Holder for another fully registered Bond or Bonds of the same series in
aggregate principal amount equal to the amount of said Bonds then Outstanding and being
exchanged, with principal installments or maturities, as applicable, corresponding to the
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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. The Bonds shall be dated
as of the date specified in a Supplemental Resolution and shall bear interest from such date.

Section 3.03. Execution of Bonds. The Series 1994 A Bonds shall be
executed in the name of the Issuer by the Chairman, and the seal of the Issuer shail be
affixed thereto or imprinted thereon and attested by the Secretary. In case any one or more
of the officers who shall have signed or sealed the Series 1994 A Bonds shall cease to be
such officer of the Issuer before the Series 1994 A Bonds so signed and sealed have been
actually sold and delivered, such Bonds may nevertheless be sold and delivered as herein
provided and may be issued as if the person who signed or sealed such Bonds had not
ceased to hold such office. Any Series 1994 A Bonds may be signed and sealed on behalf
of the [ssuer by such person as at the actual time of the execution of such Bonds shall hoid
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 1994 A 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 forms set forth in Section 3.10 shall have been manuaily 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 1994 A Bond shall be deemed to have been executed by the Bond
Registrar if manually signed by an authorized officer of the Bond Registrar, but it shall not
be necessary that the same officer sign the Certificate of Authentication and Registration on
all of the Bonds issued hereunder.

Section 3.05. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Series 1994 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
the Series 1994 A Bonds shall be conclusively deemed to have agreed that such Bonds shall
be and have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder shall further
be conclusively deemed to have agreed that said Bonds shall be incontestable in the hands
of a bona fide holder for value.

So long as the Series 1994 A Bonds remain outstanding, the Issuer, through
the Bond Registrar as its agent, shall keep and maintain books for the registration and
transfer of the Bonds.
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The registered Bonds shall be transferable only upon the books of the Bond
Registrar, by the registered owner thereof in person or by his attorney duly authorized in
writing, upon surrender thereto together with a written instrument of transfer satisfactory
to the Bond Registrar duly executed by the registered owner or his duly authorized attorney.

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

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case any

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

Section 3.07. Bonds not to be [ndebtedness of the Issuer. The
Series 1994 A Bonds shall not, in any event, be or constitute an indebtedness of the Issuer
within the meaning of any constitutional or statutory provision or limitation, but shall be
payable solely from the Net Revenues derived from the operation of the System as herein
provided and amounts, if any, in the Series 1994 A Bonds Sinking Fund and the
Series 1994 A Bonds Reserve Account. No holder or holders of the Series 1994 A Bonds
shall ever have the right to compel the exercise of the taxing power of the Issuer, if any,
to pay the Series 1994 A Bonds or the interest thereon.

Section 3.08. Bonds Secured by Pledge of Net Revenues; Lien Positions with
respect to Prior Bonds. The payment of the debt service of all the Series 1994 A Bonds
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shall be secured forthwith equally and ratably with each other by a first lien on the Net
Revenues derived from the System, on a parity with the lien on such Net Revenues in favor
of the Holders of the First Lien Bonds and senior and prior to the lien on such Net
Revenues in favor of the Holders of the Second Lien Bonds and the Notes. Such Net
Revenues in an amount sufficient to pay the principal of and interest on and other payments
for the Prior Bonds and the Series 1994 A Bonds and to make ail 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 1994 A Bonds to the Bond Registrar, and the Bond Registrar shall authenticate,
register and deliver the Series 1994 A Bonds to the original purchasers upon receipt of the
documents set forth below:

A.  If other than the Authority, a list of the names in which the
Series 1994 A Bonds are to be registered upon original issuance, together with
such taxpayer identification and other information as the Bond Registrar may
reasonably require;

B. A request and authorization to the Bond Registrar on behalf of
the Issuer, signed by an Authorized Officer, to authenticate and deliver the
Series 1994 A Bonds to the criginal purchasers;

C.  An executed and certified copy of the Bond Legislation;
D.  An executed copy of the Loan Agreement; and

E. The unqualified approving opinion of bond counsel on the
Series 1994 A Bonds.

Section 3.10. Form of Series 1994 A Bonds. The text of the
Series 1994 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:
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(FORM OF SERIES 1994 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
SEWER REVENUE BOND, SERIES 1994 A
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY)

No. AR- $

KNOW ALL MEN BY THESE PRESENTS: That BERKELEY COUNTY
PUBLIC SERVICE SEWER DISTRICT, a public corporation and political subdivision of
the State of West Virginia in Berkeley 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
) ), in installments on October ! of each year, as set forth on the "Schedule of
Annual Debt Service” attached as Exhibit A hereto and incorporated herein by reference
with interest on each installment at the rate per annum set forth on said Exhibit A.

The interest on each installment shall run from the original date of delivery of
this Bond to the Authority and payment therefor, and until payment of such installment, and
such interest shall be payable on April | and October ! in each year, beginning 1,
199__. Principal installments of this Bond are payable in any coin or currency which, on
the respectwe 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”). The interest on this Bond is payable by check or draft of the Paying Agent mailed
to the registered owner hereof at the address as it appears on the books of One Valley Bank,
National Association, Charleston, West Virginia, as registrar (the "Registrar”), on the
15th day of the month next preceding an interest payment date, or by such other method as
shall be mutually agreeable so long as the Authority is the Registered Owner hereof.

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority, and upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement between
the Issuer and the Authority, dated , 199

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

construction of certain improvements and extensions to the existing public sewerage facilities
of the Issuer (the "Project™); (ii) [to pay interest on the Bonds of this Series (the "Bonds")
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during the construction of the Project and for not more than 6 months thereafter; (iii) to
fund a reserve account for the Bonds; and (iv)] to pay certain costs of issuance hereof and
related costs. The existing public sewerage facilities of the [ssuer, the Project and any
further improvements or extensions thereto are herein called the "System.” This Bond is
issued under the authority of and in full compliance with the Constitution and statutes of the
State of West Virginia, including particularty Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the "Act"), and a Bond Resolution duly adopted by the Issuer
on , 199 , and a Supplemental Resolution duly adopted by the Issuer
on , 199 (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 PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE FOLLOWING QUTSTANDING SEWER REVENUE BONDS
OF THE ISSUER:

(i) SEWER REVENUE BONDS, SERIES 1986 A, DATED
MARCH 7, 1986, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $3,290,658 (THE "SERIES 1986 A BONDS");

(i) SEWER REVENUE BONDS, SERIES 1986 C, DATED
MARCH 7, 1986, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $800,000 (THE "SERIES 1986 C BONDS"™); AND

(i) SEWER REVENUE BONDS, SERIES 1990 A, DATED
MAY 3, 1990, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $828,629 (THE "SERIES 19950 A BONDS").

THE SERIES 1986 A BONDS, THE SERIES 1986 C BONDS AND THE
SERIES 1990 A BONDS ARE HEREINAFTER COLLECTIVELY CALLED THE "FIRST
LIEN BONDS."

THIS BOND IS ISSUED SENIOR AND PRIOR WITH RESPECT TO
LIENS, PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, TO THE FOLLOWING OUTSTANDING SEWER REVENUE BONDS AND
NOTES OF THE ISSUER:

(i) SEWER REVENUE BONDS, SERIES 1986 B, DATED

MARCH 7, 1986, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $1,638,194 (THE "SERIES 1986 B BONDS");
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(i) SEWER REVENUE BONDS, SERIES 1990 B, DATED
MAY 3, 1990, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $38,669 (THE "SERIES 1990 B BONDS"); AND

(i) SEWERAGE SYSTEM BOND ANTICIPATION AND
CONSTRUCTION NOTES, SERIES 1994, DATED OCTOBER 3, 1994,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$5,000,000 (THE "NOTES").

THE SERIES 1986 A BONDS, THE SERIES 1986 C BONDS, THE
SERIES 1990 A BONDS, THE SERIES 1986 B BONDS, THE SERIES 1990 B BONDS
AND THE NOTES ARE HEREINAFTER COLLECTIVELY CALLED THE "PRIOR
BONDS."

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on
parity with the pledge of Net Revenues in favor of the holders of the First Lien Bonds, and
from moneys in the reserve account created under the Bond Legislation for the Bonds (the
"Series 1994 A Bonds Reserve Account”) and unexpended proceeds of the Bonds. Such Net
Revenues shall be sufficient to pay the principal of and interest on all bonds which may be
issued pursuant to the Act and shall be set aside as a special fund herebv piedged for such
purpose. This Bond does not constitute a corporate indebtedness of th2 Issuer within the
meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same or the interest hereon except from said special fund provided from .
the Net Revenues, the moneys in the Series 1994 A Bonds Reserve A.ccount and unexpended
proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has covenanted and
agreed to establish and maintain just and equitable rates and charges for the use of the
System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 115% of the
maximum amount payable in any year for principal of and interest on the Bonds and all
other obligations secured by a lien on or payable from such revenues prior to or on a parity
with or junior to the Bonds, including the Prior Bonds; provided however, that so long as
there exists in the Series 1994 A Bonds Reserve Account an amount at least equal to the
maximum amount of principal and interest which will become due on the Bonds in the then
current or any succeeding year, and in the respective reserve accounts established for any
other obligations outstanding prior to or on a parity with or junior to the Bonds, inciuding
the Prior Bonds, an amount at least equal to the requirement therefor, such percentage may
be reduced to 110%. The Issuer has entered into certain further covenants with the
registered owners of the Bonds for the terms of which reference is made to the Bond
Legislation. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Bond Legislation, to which reference is here made for a detailed description
thereof.
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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 by
the registered owner, or by its attorney duly authorized in writing, upon the surrender of
this Bond together with a written instrument of transfer satisfactory to the Registrar duly
executed by the registered owner or its attorney duly authorized in writing.

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

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

IT 1S 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 Net Revenues of
the System has been pledged to and will be set aside into said special fund by the Issuer for
the prompt payment of the principal of and interest on this Bond.

All provisions of the 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, BERKELEY COUNTY PUBLIC SERVICE
SEWER DISTRICT has caused this Bond to be signed by its Chairman and its corporate
seal to be hereunto affixed and attested by its Secretary, and has caused this Bond to be
dated . 199

[SEAL]

Chairman

ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1994 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: , 199

ONE VALLEY BANK, NATIONAL
ASSOCIATION,
as Registrar

Authorized Officer
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EXHIBIT A
SCHEDULE OF ANNUAL DEBT SERVIC
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{Form of)

ASSIGNMEN

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

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

Dated: ,

In the presence of:
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Section 3.11. Sale of Bonds; Approval and Ratification of Execution of
Loan Agreement. The Series 1994 A Bonds shall be sold to the Authority, pursuant to the
terms and conditions of the Loan Agreement. If not so authorized by previous resolution,
the Chairman is specifically authorized and directed to execute the Loan Agreement in the
form attached hereto as "EXHIBIT A" and made a part hereof, and the Secretary is directed
to affix the seal of the Issuer, attest the same and deliver the Loan Agreement to the
Authority, and any such prior execution and delivery is hereby authorized, approved,

ratified and confirmed.

Section 3.12. "Amended Schedule A" Filing. Upon completion of
acquisition and construction of the Project, the Issuer will file with the Authority a schedule

in substantially the form of the "Amended Schedule A" to the Loan Agreement, setting forth
the actual costs of the Project and sources of funds therefor.
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ARTICLE [V
[RESERVED]
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ARTICIE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

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

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

(2} Operation and Maintenance Fund (established by the Prior
Resolutions);

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

(4)  Bond Construction Trust Fund; and

(5) Rebate Fund.

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

(1> Series 1986 A Bonds Sinking Fund (established by the Prior
Resolutions);

(2) Withinthe Series 1986 A Bonds Sinking Fund, the Series 1986 A
Bonds Reserve Account {established by the Prior Resolutions});

(3) Series 1986 B Bonds Sinking Fund (established by the Prior
Resolutions);

(4) Within the Series 1986 B Bonds Sinking Fund, the Series 1986 B
Bonds Reserve Account (established by the Prior Resolutions);

(5) Series 1990 A Bonds Sinking Fund (established by the Prior
Resolutions);
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(6) Withinthe Series 1990 A Bonds Sinking Fund, the Series 1990 A
Bonds Reserve Account (established by the Prior Resolutions);

(7) Series 1990 B Bonds Sinking Fund (established by the Prior
Resolutions);

(8) Withinthe Series 1990 B Bonds Sinking Fund, the Series 1990 B
Bonds Reserve Account (established by the Prior Resolutions); and

(9) Series 1994 A Bonds Sinking Fund;

(10) Within the Series 1994 A Bonds Sinking Fund, the Series 1994 A
Bonds Reserve Account.

The Series 1986 C Bonds Sinking Fund has heretofore been established by the
Prior Resolutions with the Paying Agent for the Series 1986 C Bonds.

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.

(1)  The Issuer shall first each month transfer from the Revenue Fund
to the Operation and Maintenance Fund the amount necessary and sufficient
to pay current Operating Expenses.

(2)  The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and, simultanecusly, (i) remit to the Commission the
amounts required by the Prior Resolutions to be deposited in the
Series 1986 A Bonds Sinking Fund for payment of the principal of and interest
on the Series 1986 A Bonds, (ii) remit to the Paying Agent the amounts
required by the Prior Resolutions to be deposited in the Series 1986 C Bonds
Sinking Fund for payment of the principal of and interest on the Series 1986 C
Bonds, (iii) remit to the Commission the amounts required by the Prior
Resolutions to be deposited in the Series 1990 A Bonds Sinking Fund for the
payment of the principal of and interest on the Series 1990 A Bonds,
(iv) commencing 7 months prior to the first date of payment of interest on the
Series 1994 A Bonds for which interest has not been capitalized, remit to the
Commission for deposit in the Series 1994 A Bonds Sinking Fund, a sum
equal to 1/6th of the amount of interest which will become due on the
Series 1994 A Bonds on the next ensuing semiannual interest payment date;
provided, that, in the event the period to elapse between the date of such
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initial deposit in the Series 1994 A Bonds Sinking Fund and the next
semiannual interest payment date is less than 7 months, then such monthly
payments shall be increased proportionately to provide, one month prior to the
next semiannual interest payment date, the required amount of interest coming
due on such date, and (v) commencing 13 months prior to the first date of
payment of principal of the Series 1994 A Bonds, remit to the Commission for
deposit in the Series 1994 A Bonds Sinking Fund, a sum equal to 1/12th of the
amount of principal which will mature and become due on the Series 1994 A
Bonds on the next ensuing annual principal payment date; provided that, in the
event the period to elapse between the date of such initial deposit in the
Series 1994 A Bonds Sinking Fund and the next annual principal payment date
is less than 13 months, then such monthly payments shall be increased
proportionately to provide, one month prior to the next annual 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, (i) remit to the Commission the
amount required by the Prior Resclutions to be deposited in the Series 1986 A
Bonds Reserve Account, (ii) remit to the Commission the amount required by
the Prior Resolutions to be deposited in the Series 1990 A Bonds Reserve
Account, and (iii) commencing 13 months prior to the first date of payment
of principal of the Series 1994 A Bonds, if not fully funded upon issuance of
the Series 1994 A Bonds, remit to the Commission for deposit in the
Series 1994 A Bonds Reserve Account, an amount equal to 1/120 of the
Series 1994 A Bonds Reserve Requirement; provided, that no further
payments shall be made into the Series 1994 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 1994 A Bonds Reserve
Requirement. .

(4)  The Issuer shall next, from the moneys remaining in the
Revenue Fund (as previously set forth in the Prior Resolutions and not in
addition thereto), on the first day of each month, transfer to the Renewal and
Replacement Fund, a sum equal to 2 1/2% of the Gross Revenues each month,
exclusive of any payments for account of any Reserve Account. All funds in
the Renewal and Replacement Fund shall be kept apart from all other funds
of the Issuer or of the Depository Bank and shail be invested and reinvested
in accordance with Article VI hereof. Withdrawals and disbursements may
be made from the Renewal and Replacement Fund for replacements,
emergency repairs, improvements or extensions to the System; provided, that
any deficiencies in any Reserve Account [except to the extent such deficiency
exists because the required payments into such account have not, as of the date
of determination of a deficiency, funded such account to the maximum extent
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required hereof] shall be promptly eliminated with moneys from the Renewal
and Replacement Fund.

(5)  The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and, simultaneously, (i) remit to the Commission the
amount required by the Prior Resolutions to be deposited in the Series 1986 B
Bonds Sinking Fund for payment of principal of the Series 1986 B Bonds, and
(ii) remit to the Commission the amount required by the Prior Resolutions to
be deposited in the Series 1990 B Bonds Sinking Fund for payment of
principal of the Series 1990 B Bonds.

(6)  The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and, simultaneously, (i) remit to the Commission the
amount required by the Prior Resolutions to be deposited in the Series 1986 B
Bonds Reserve Account, and (ii) remit to the Commission the amount required
by the Prior Resolutions to be deposited in the Series 1990 B Bonds Reserve
Account.

Moneys in the Series 1994 A Bonds Sinking Fund shall be used only
for the purposes of paying principal of and interest on the Series 1994 A
Bonds as the same shall become due. Moneys in the Series 1994 A Bonds
Reserve Account shall be used only for the purpose of paying principal of and
interest on the Series 1994 A Bonds as the same shall come due, when other
moneys in the Series 1994 A Bonds Sinking Fund are insufficient therefor, and
for no other purpose, except for transfers to the Rebate Fund permitted
hereunder.

Except to the extent transferred to the Rebate Fund at the request of the
Issuer, all investment earnings on moneys in the Series 1994 A Bonds Sinking
Fund and the Series 1994 A Bonds Reserve Account shall be returned, not less
than once each year, by the Commission to the Issuer, and such amounts shall,
during construction of the Project, be deposited in the Bond 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 due on the Series 1994 A Bonds, and then to the next ensuing
principal payment due thereon,

Except with respect to transfers to the Rebate Fund permitted
hereunder, any withdrawals from the Series 1994 A Bonds Reserve Account
which result in a reduction in the balance of the Series 1994 A Bonds Reserve
Account to below the Series 1994 A Bonds Reserve Requirement shall be
subsequently restored from the first Net Revenues available after all required
payments have been made in full to the Series 1986 A Bonds Sinking Fund,
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the Series 1986 C Bonds Sinking Fund, the Series 1990 A Bonds Sinking Fund
and the Series 1994 A Bonds Sinking Fund.

As and when additional Bonds ranking on a parity with the
Series 1994 A Bonds are issued, provision shall be made for additional
payments into the respective sinking funds sufficient to pay the interest on
such additional parity Bonds and accomplish retirement thereof at maturity and
to accumulate a balance in the appropriate reserve account in an amount equal
to the maximum amount of principal and interest which will become due in
any year for account of the Bonds of such series, including such additional
parity Bonds.

The Issuer shall not be required to make any further payments into the
Series 1994 A Bonds Sinking Fund or the Series 1994 A Bonds Reserve
Account therein when the aggregate amount of funds therein are at least equal
to the aggregate principal amount of the Series 1994 A Bonds issued pursuant
to this Bond Legislation then Cutstanding and ali interest to accrue until the
maturity thereof.

Principal and interest payments, and any payments made for the purpose
of funding a deficiency in any Reserve Account, shall be made on a parity and
pro rata, with respect to the Series 1994 A Bonds, the Series 1990 A Bonds,
the Series 1986 C Bonds and the Series 1986 A Bonds, and thereafter, shall
be made on a parity and pro rata, with respect to the Series 1990 B Bonds and
the Series 1986 B Bonds, all in accordance with the respective principal
amounts then Outstanding.

The Commission is hereby designated as the fiscal agent for the
administration of the Series 1994 A Bonds Sinking Fund and the
Series 1994 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.

Moneys in the Series 1994 A Bonds Sinking Fund and the
Series 1994 A Bonds Reserve Account shall be invested and reinvested by the
Commission in accordance with Section 8.01 hereof.

Except with respect to transfers to the Rebate Fund permitted
hereunder, the Series 1994 A Bonds Sinking Fund, including the
Series 1994 A Bonds Reserve Account therein, shall be used solely and only
for, and are hereby pledged for, the purpose of servicing the Series 1994 A
Bonds and any additional Bonds ranking on a parity therewith that may be
issued and Outstanding under the conditions and restrictions hereinafter set
forth.
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B. The Issuer shall on the first day of each month (if such day is not a
business day, then the next succeeding business day) deposit with the Commission the
required principal, interest and reserve payments with respect to the Series 1994 A Bonds
and ail 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.  Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinbefore provided, are current and
there remains in said Revenue Fund a balance in excess of the estimated amounts required
to be so transferred and paid into such funds during the following month or such other
period as required by law, such excess shall be considered Surplus Revenues. Surplus
Revenues may be used for any lawful purpose of the System, including debt service on the
Notes.

D.  The Issuer shail remit from the Revenue Fund to the Commission, the
Registrar, the Paying Agent or the Depository Bank, on such dates as the Commission, the
Registrar, the Paying Agent or the Depository Bank, as the case may be, shall require, such
additional sums as shall be necessary to pay their respective charges and fees then due.

E.  The moneys in excess of the sum insured by the maximum amounts
insured by FDIC in the Revenue Fund, the Renewal and Replacement Fund and the Rebate
Fund shall at al} times be secured, to the full extent thereof in excess of such insured sum,
by Qualified Investments as shall be eligible as security for deposits of state and municipal
funds under the laws of the State.

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

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

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

I. All Tap Fees shall be deposited by the Issuer, as received, in the Bond

Construction Trust Fund, and following completion of the Project, shall be deposited in the
Revenue Fund and may be used for any lawful purpose of the System.
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ARTICLE VI

BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS

Section 6.01. Application of Bond Proceeds; Pledge of Unexpended Bond
Proceeds. From the moneys received from the sale of the Series 1994 A Bonds, the
following amounts shall be first deducted and deposited in the order set forth below:

A.  From the proceeds of the Series 1994 A Bonds, there shall first be
deposited with the Commission in the Series 1994 A Bonds Sinking Fund, the amount, if
any, set forth in the Supplerental Resolution as capitalized interest; provided, that such
amount may not exceed the amount necessary to pay interest on the Series 1994 A Bonds
for the period commencing on the date of issuance of the Series 1994 A Bonds and ending
6 months after the estimated date of completion of construction of the Project.

B. Next, from the proceeds of the Series 1994 A Bonds, there shall be
deposited with the Commission in the Series 1994 A Bonds Reserve Account, the amount,
if any, set forth in the Supplemental Resolution for funding the Series 1994 A Bonds
Reserve Account.

C. Next, from the proceeds of the Series 1994 A Bonds, there shall first
be credited to the Bond Construction Trust Fund and then paid, any and all other
borrowings by the Issuer made for the purpose of temporarily financing a portion of the
Costs of the Project, and any borrowings by the Issuer from the Authority, including
interest accrued thereon to the date of such payment, not otherwise paid from funds of the
Issuer.

D.  The remaining moneys derived from the sale of the Series 1994 A Bonds
shall be deposited with the Depository Bank in the Bond Construction Trust Fund and
applied solely to payment of Costs of the Project in the manner set forth in Section 6.02.

E. The Depository Bank shall act as a trustee and fiduciary for the
Bondholder with respect to the Bond Construction Trust Fund and shall comply with all
requirements with respect to the disposition of the Bond Construction Trust Fund set forth
in the Bond Legislation. Except with respect to any transfers to the Rebate Fund permitted
hereunder, moneys in the Bond Construction Trust Fund shall be used solely to pay Costs
of the Project and until so transferred or expended, are hereby pledged as additional security
for the Series 1994 A Bonds.
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Section 6.02. Disbursements From the Bond Construction Trust Fund.
Payments for Costs of the Project shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Bond
Construction Trust Fund (except for the costs of issuance of the Series 1994 A Bonds which
shail be made upon request of the Issuer), shall be made only after submission to the
Depository Bank of a certificate, signed by an Authorized Officer and the Consulting
Engineers, stating:

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

(B)  That 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) That each of such costs has been otherwise properly incurred;
and

(D) That payment for each of the items proposed is then due and
owing.

In case any contract provides for the retention of a portion of the contract
price, the Depository Bank shall disburse from the Bond Construction Trust Fund only the
net amount remaining after deduction of any such portion. All payments made from the
Bond Construction Trust Fund shall be presumed by the Depository Bank to be made for
the purposes set forth in said certificate, and the Depository Bank shall not be required to
monitor the application of disbursements from the Bond Construction Trust Fund. The
Consulting Engineers shail from time to time file with the Depository Bank written
statements advising the Depository Bank of its then authorized representative.

Pending such application, moneys in the Bond Construction Trust Fund,
including any accounts therein, shall be invested and reinvested in Qualified Investments at
the written direction of the Issuer.

After completion of the Project, as certified by the Consulting Engineers, and
ail Costs of the Project have been paid, the Depository Bank shall transfer any moneys
remaining in the Bond Construction Trust Fund to the Series 1994 A Bonds Reserve
Account, provided that, in no event shall more than 10% of the proceeds from the sale of
the Series 1994 A Bonds be deposited in the Series 1994 A Bonds Reserve Account, and
when such Reserve Account is fully funded, shall return such remaining moneys to the
Issuer for deposit in the Revenue Fund. The Issuer shall thereafter, apply such moneys in
full, first to the next ensuing interest payment due on the Series 1994 A Bonds and
thereafter to the next ensuing principal payment due thereon.
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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 constirute valid and legally
binding covenants of the Issuer and shall be enforceable in any court of competent
jurisdiction by any Holder or Holders of the Bonds. In addition to the other covenants,
agreements and provisions of this Bond Legislation, the issuer hereby covenants and agrees
with the Holders of the Series 1994 A Bonds as hereinafter provided in this Article VII.
All such covenants, agreements and provisions shall be irtevocable, except as provided
herein, as long as any of the Series 1994 A Bonds or the interest thereon is Outstanding and

unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The
Series 1994 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 the Series 1994 A Bonds, shall ever have the right to compeli the
exercise of the taxing power of the Issuer, if any, to pay the Series 1994 A Bonds or the
interest thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues; Lien Positions
with respect to Prior Bonds. The payment of the debt service of the Series 1994 A Bonds
issued hereunder shall be secured forthwith equaily and ratably by a first lien on the Net
Revenues derived from the operation of the System, on a parity with the lien on such Net
Revenues in favor of the Hoiders of the First Lien Bonds and senior and prior to the lien
on such Net Revenues in favor of the Holders of the Second Lien Bonds and the Notes.
The Net Revenues derived from the System, in an amount sufficient to pay the principal of
and interest on the Prior Bonds and the Series 1994 A 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. Initial Schedule of Rates and Charges. The initial schedule
of rates and charges for the services and facilities of the System shall be as set forth and

approved and described in the Final Order of the Public Service Commission of
West Virginia entered August 23, 1994, in Case No. 93-0619-PSD-CN, and such rates are
hereby adopted.

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,
or any part thereof, except as provided in the Prior Resolutions and with the written consent
of the Authority. Additionally, so long as the Series 1994 A Bonds are outstanding and
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except as otherwise required by law or with the written consent of 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 pay
fully all the Bonds Outstanding, or to effectively defease this Bond Legislation in accordance
with Article X hereof. The proceeds from any such sale, morigage, lease or other
disposition of the System shall, with respect to the Series 1994 A Bonds, immediately be
remitted to the Commission for deposit in the Series 1994 A Bonds Sinking Fund, and, with
the written permission of the Authority, or in the event the Authority is no longer a
Bondholder, the Issuer shall direct the Commission to apply such proceeds to the payment
of principal at maturity of and interest on the Series 1994 A Bonds. Any balance remaining
after the payment of the Series 1994 A Bonds and interest thereon shall be remitted to the
Issuer by the Commission uniess necessary for the payment of other obligations of the Issuer
payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby
reserves the right to sell, lease or otherwise dispose of any of the property comprising a part
of the System hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior to any such sale, lease or
other disposition of such property, if the amount to be received therefor, together with all
other amounts received during the same Fiscal Year for such sales, leases or other
dispositions of such properties, is not in excess of $10,000, the Issuer shall, by resolution,
determine that such property comprising a part of the System is no longer necessary, useful
or profitable in the operation thereof and may then provide for the sale of such property.
The proceeds of any such sale shall be deposited in the Renewal and Replacement Fund.
If the amount to be received from such sale, lease or other disposition of said property,
together with all other amounts received during the same Fiscal Year for such sales, leases
or other dispositions of such properties, shall be in excess of $10,000 but not in excess of
$50,000, the Issuer shall first, determine upon consuitation 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 may then, if it be so advised, by resolution duly
adopted, authorize such sale, lease or other disposition of such property upon public
bidding. The proceeds derived from any such sale, lease or other disposition of such
property, aggregating during such Fiscal Year in excess of $10,000 and not in excess of
$50,000, shall with the written consent of the Authority, be remitted by the Issuer to the
Commission for deposit in the Sinking Funds and shall be applied only to the purchase of
Bonds of the last maturities then Outstanding at prices not greater than the par value thereof
plus 3% of such par value or otherwise. Such payment of such proceeds into the Sinking
Funds or the Renewal and Replacement Fund shall not reduce the amounts required to be
paid into said funds by other provisions of this Bond Legislation. No sale, lease or other
disposition of the properties of the System shall be made by the Issuer if the proceeds to be
derived therefrom, together with all other amounts received during the same Fiscal Year for
such sales, leases, or other dispositions of such properties, shall be in excess of $50,000 and
insufficient to pay all Bonds then Ouistanding without the prior approval and consent in
writing of the Holders, or their duly authorized representatives, of over 50% in amount of
the Bonds then Outstanding and the Consulting Engineers. The Issuer shall prepare the

37.



form of such approval and consent for execution by the then Holders of the Bonds for the
disposition of the proceeds of the sale, lease or other disposition of such properties of the
System,

Section 7.06. Issuance of Other Obligations Payable Out of Revenues and
General Covenant Against Encumbrances. Except as provided in this Section 7.06 and
Section 7.07 hereof, the Issuer shall not issue any obligations whatsoever payable from the
revenues of the System which rank prior to, or equally, as to lien on and source of and
security for payment from such revenues with the Series 1994 A Bonds. All obligations
issued by the Issuer after the issuance of the Series 1994 A 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 1994 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 being on a parity with the lien of the Series 1994 A Bonds, and the interest
thereon, upon any or all of the income and revenues of the System pledged for payment of
the Series 1994 A Bonds and the interest thereon in this Bond Legislation, or upon the
Systern or any part thereof.

The Issuer shall give the Authority prior written notice of its issuance of any
other obligations to be used for the System, payable from the revenues of the System or
from any grants, or any other obligations related to the Project or the System.

Section 7.07. Parity Bonds. So long as the Prior Bonds are outstanding,
the limitations on the issuance of parity obligations set forth in the Prior Resolutions shall
be applicable. In addition, no Parity Bonds, payable out of the revenues of the System,
shall be issued after the issuance of the Series 1994 A Bonds pursuant to this Bond
Legislation, except under the conditions and in the manner herein provided (unless less
restrictive than the provisions of the Prior Resolutions).

All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 1994 A Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the
costs of the acquisition or construction of extensions and improvements to the System or
refunding the Series 1994 A Bonds issued pursuant hereto, or both such purposes.

No Parity Bonds shall be issued at any time, however, unless there has been

procured and filed with the Secretary a written statement by the Independent Certified
Public Accountants, based upon the necessary investigation and certification by the

38.



Consulting Engineers, reciting the conclusion that the Net Revenues actually derived,
subject to the adjustments hereinafter provided for, from the System during any 12
consecutive months, within the 18 months immediately preceding the date of the actual
issuance of such Parity Bonds, plus the estimated average increased annual Net Revenues
to be received in each of the 3 succeeding years after the completion of the improvements
to be financed by such Parity Bonds, 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 on the following:

(1) The Bonds then Outstanding;

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

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

The "estimated average increased annual Net Revenues to be received in each
of the 3 succeeding years,” as that term is used in the computation provided in the above
paragraph, shall refer only to the increased Net Revenues estimated to be derived from
(a) the improvements to be financed by such Parity Bonds and (b) any increase in rates
adopted by the Issuer, 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 a certificate
of the Consulting Engineers, which shall be filed in the office of the Secretary prior to the
issuance of such Parity Bonds,

The Net Revenues actually derived from the System during the 12-consecutive-
month period hereinabove referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Consulting
Engineers and the said Independent Certified Public Accountants, as stated in a certificate
jointly made and signed by the Consulting Engineers and said Independent Certified Public
Accountants, on account of increased rates, rentals, fees and charges for the System adopted
by the Issuer, the period for appeal of which has expired prior to issuance of such Parity
Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written contracts for the immediate construction or acquisition of
such extensions or improvements, if any, to the System that are to be financed by such
Parity Bonds.

All covenants and other provisions of this Bond Legislation (except as to
details of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection
and security of the Holders of the Bonds and the Holders of any Parity Bonds subsequentiy
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
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security for payment from said revenues, without preference of any Bond of one series over
any other Bond of the same series. The Issuer shall comply fully with all the increased
payments into the various funds and accounts created in this Bond Legislation required for
and on account of such Parity Bonds, in addition to the payments required for Bonds
theretofore issued pursuant to this Bond Legislation.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on revenues of the System is subject to
the prior and superior liens of the Series 1994 A Bonds on such revenues. The Issuer shall
not issue any obligations whatsoever payable from revenues of the System, or any part
thereof, which rank prior to or, except in the manner and under the conditions provided in
this section, equally, as to lien on and source of and security for payment from such
revenues, with the Series 1994 A Bonds.

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

Notwithstanding the foregoing, or any provision of Section 7.06 to the
contrary, additional Parity Bonds may be issued solely for the purpose of completing the
Project as described in the application to the Authority submitted as of the date of the Loan
Agreement without regard to the restrictions set forth in this Section 7.07, if there is first .
obtained by the Issuer the written consent of the Authority to the issuance of the Parity
Bonds,

Section 7.08. Books; Records and Facilities. The Issuer shal] 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, or
its 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 such documents and information as
it may reasonably require in connection with the acquisition, construction and installation
of the Project, the operation and maintenance of the System and the adminjstration of the
loan or any grants or other sources of financing for the Project.

The Issuer shall permit the Authority, or its agents and representatives, to
inspect all records pertaining to the operation 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.
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The Issuer will keep books and records of the System, which shall be separate
and apart from all other books, records and accounts of the Issuer, in which complete and
correct entries shall be made of all transactions relating to the System, and any Holder of
a Bond or Bonds issued pursuant to this Bond Legisiation 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 principies and safeguards to the extent allowed and as prescribed by the Public
Service Commission of West Virginia. Separate control accounting records shall be
maintained by the Issuer. Subsidiary records as may be required shall be kept in the
manner and on the forms, books and other bookkeeping records as prescribed by the
Governing Body. The Governing Body shall prescribe and institute the manner by which
subsidiary records of the accounting system which may be installed remote from the direct
supervision of the Governing Body shall be reported to such agent of the Issuer as the
Governing Body shall direct.

The Issuer shall file with the Consulting Engineers, the Authority, or any other
original purchaser of the Series 1994 A Bonds, and shall mail in each year to any Holder
or Holders of the Series 1994 A Bonds, requesting the same, an annual report containing
the following:

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

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

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

The Issuer shall also, at least once a year, cause the books, records and
accounts of the System to be audited by Independent Certified Public Accountants and 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 1994 A
Bonds, and shall submit said report to the Authority, or any other original purchaser of the
Series 1994 A Bonds. Such audit report submitted to the Authority shall include a statement
that the Issuer is in compliance with the terms and provisions of the Loan Agreement and
this Bond Legislation and that the revenues of the System are adequate to meet the Issuer’s
Operating Expenses and debt service requirements.

The Issuer shall permit the Authority, or its agents and representatives, to enter
and inspect the Project site and Project facilities at all reasonable times. Prior to, during
and after completion of construction of the Project, the Issuer shall also provide the
Authority, or its agents and representatives, with access to the System site and System
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facilities as may be reasonably necessary to accomplish all of the powers and rights of the
Authority with respect to the System pursuant to the Act.

Section 7.09. Rates. Equitable rates or charges for the use of and service
rendered by the System have been established all in the manner and form required by iaw,
and copies of such rates and charges so established will be continuously on file with the
Secretary, which copies will be open to inspection by all interested parties. The schedule
of rates and charges shall at all times be adequate to produce Gross Revenues from said
System sufficient to pay Operating Expenses and to make the prescribed payments into the
funds created hereunder. Such schedule of rates and charges shall be changed and
readjusted whenever necessary so that the aggregate of the rates and charges will be
sufficient for such purposes. In order to assure full and continuous performance of this
covenant, with a margin for contingencies and temporary unanticipated reduction in income
and revenues, the Issuer hereby covenants and agrees that the schedule of rates or charges
from time to time in effect shall be sufficient, together with other revenues of the System
(1) to provide for all Operating Expenses of the System and (ii) to leave a balance each year
equal to at least 115% of the maximum amount required in any year for payment of
principal of and interest on the Series 1994 A Bonds and all other obligations secured by
a lien on or payable from such revenues prior to or on a parity with or junior to the
Series 1994 A Bonds, including the Prior Bonds; provided that, in the event that amounts
equal to or in excess of the reserve requirements are on deposit respectively in the
Series 1994 A Bonds Reserve Account and any reserve accounts for obligations prior to or
on a parity with or junior to the Series 1994 A Bonds, including the Prior Bonds, are
funded at least at the requirement therefor, such balance each year need only equal at least
110% of the maximum amount required in any year for payment of principal of and interest
on the Series 1994 A Bonds and ali other obligations secured by a lien on or payable from
such revenues prior to or on a parity with or junior to the Series 1994 A Bonds, including
the Prior Bonds. In 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; Audit and Monthly Financiai 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 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 the Consulting Engineers, which finding and
recommendation shail 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 the
Consulting Engineers that such increased expenditures are necessary for the continued
operation of the System. The Issuer shall mail copies of such annual budget and all
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resolutions authorizing increased expenditures for operation and maintenance to the
Authority and to 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 Authority and to any
Holder of any Bonds, or anyone acting for and in behalf of such Holder of any Bonds,

In addition, the Issuer shall annually cause the records of the System to be
audited by an Independent Certified Public Accountant, the report of which audit shall be
submitted to the Authority and which audit report shall include a statement that the Issuer
is in compliance with the terms and provisions of this Bond Legislation and the Loan
Agreement and that the revenues of the System are adequate to meet the Issuer’s Operating
Expenses and debt service requirements.

Commencing on the date contracts are executed for the acquisition and
construction of the Project and for two years following the completion of the Project, the
Issuer shall each month complete a "Monthly Financial Report,” a form of which is attached
to the Loan Agreement as Exhibit C, and forward a copy of such report to the Authority
by the 10th day of each month.

Section 7.11. Engineering Services and Operating Personnel. The Issuer
will obtain a certificate of the Consulting Engineers in the form attached to the Loan

Agreement, stating, among other things, that the Project has been or will be constructed in
accordance with the approved plans, specifications and designs as submitted to the
Authority, the Project is adequate for the purposes for which it was designed, the funding
plan as submitted to the Authority is sufficient to pay the costs of acquisition and
construction of the Project, and all permits required by federal and state laws for
construction of the Project have been obtained.

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

The Issuer agrees that qualified operating personnel properly centified by the
State will be employed to operate the System during the entire term of the Loan Agreement.

Section 7.12. No Competing Franchise. To the extent legally allowable,
the Issuer will not grant or cause, consent to or allow the granting of, any franchise or

permit to any person, firm, corporation, body, agency or instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.
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Section 7.13. Enforcement of Collections. The Issuer will diligently
enforce and coilect all fees, rentals or other charges for the services and facilities of the
System, and take all steps, actions and proceedings for the enforcement and collection of
such fees, rentals or other charges which shall become delinquent to the full extent
permitted or authorized by the Act, the rules and regulations of the Public Service
Commission of West Virginia and other faws 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 30 days after the same shail
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 Public Service Commission of West Virginia, rates, rentais and other charges, if not
paid, when due, shall become a lien on the premises served by the System. The Issuer
further covenants and agrees that, it will, to the full extent permitted by law and the rules
and regulations promulgated by the Public Service Commission of West Virginia,
discontinue and shut off the services of the System and any services and facilities of the
water system, if so owned by the Issuer, to all users of the services of the System
delinquent in payment of charges for the services of the System and will not restore such
services of either system until all delinquent charges for the services of the System, pius
reasonable interest and penalty charges for the restoration of service, have been fully paid
and shall take all further actions to enforce collections to the maximum extent permitted by
law. If the water facilities are not owned by the Issuer, the Issuer shall enter into a
termination agreement with the water provider, subject to any required approval of such
agreement by the Public Service Commission of West Virginia and all rules, regulations and
orders of the Public Service Commission of West Virginia.

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

Section 7.15. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Bonds remain Outstanding, the Issuer will, as an

Operating Expense, procure, carry and maintain insurance with a reputable insurance carrier
or carriers as is customarily covered with respect to works and properties similar to the
System. Such insurance shall initially cover the following risks and be in the following
amounts:



() 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 said 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
damage to property of others which may arise from the operation of the
System, and insurance with the same limits to protect the Issuer from claims
arising out of operation or ownership of motor vehicles of or for the System.

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

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

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

(6) FIDELITY BONDS will be provided as to every officer,
member and employee of the Issuer or the Governing Body having custody of
the revenues or of any other funds of the System, in an amount at least equal
to the total funds in the custody of any such person at any one time.
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B.  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. In the event the Loan Agreement so
requires, such insurance shall be made payable to the order of the Authority, the Issuer, the
prime contractor and all subcontractors, as their interests may appear.

Section 7.16. Mandatory Connections. The mandatory use of the System
is essential and necessary for the protection and preservation of the public health, comfort,
safety, convenience and weifare of the inhabitants and residents of, and the economy of, the
Issuer and in order to assure the rendering harmiess of sewage and water-borne waste matter
produced or arising within the territory served by the System. Accordingly, every owner,
tenant or occupant of any house, dwelling or building located near the System, where
sewage will flow by gravity or be transported by such other methods approved by the State
Department of Health from such house, dwelling or building into the System, to the extent
permitted by the laws of the State and the rules and regulations of the Public Service
Commission of West Virginia, shall connect with and use the System and shall cease the use
of all other means for the collection, treatment and disposal of sewage and waste matters
from such house, dwelling or building where there is such gravity flow or transportation by
such other method approved by the State Department of Health and such house, dwelling
or building can be adequately served by the System, and every such ownmer, tenant or
occupant shall, after a 30-day notice of the availability of the System, pay the rates and
charges established therefor,

Any such house, dwelling or building from which emanates sewage or water-
borne waste matter and which is not so connected with the System is hereby declared and
found to be a hazard to the health, safety, comfort and welfare of the inhabitants of the
Issuer and a public nuisance which shall be abated to the extent permitted by law and as
promptly as possible by proceedings in a court of competent jurisdiction.

Section 7.17. Completion and Operation of Proiect; Permits and Orders.
The Issuer will 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 will obtain all permits required by state and federal laws for the
acquisition and construction of the Project and all orders and approvals from the Public
Service Commission of West Virginia necessary for the acquisition and construction of the
Project and the operation of the System.

Section 7.18. Tax Covenants. The Issuer hereby further covenants and
agrees as follows:
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A. PRIVATE BUSINESS USE LIMITATION. The Issuer shall assure that
(i) not in excess of 10% of the Net Proceeds of the Series 1994 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 1994 A Bonds during the term thereof is, under the terms
of the Series 1994 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
payments, whether or not to the [ssuer, in respect of property or borrowed money used or
to be used for a Private Business Use; and (ii) and that, in the event that both (A) in excess
of 5% of the Net Proceeds of the Series 1994 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
Series 1994 A Bonds during the term thereof is, under the terms of the Series 1994 A Bonds
or any underlying arrangement, directly or indirectly, secured by any interest in property
used or to be used for said Private Business Use or in payments in respect of property used
or to be used for said Private Business Use or is to be derived from payments, whether or
not to the Issuer, in respect of property or borrowed money used or to be used for said
Private Business Use, then said excess over said 5% of Net Proceeds of the Series 1994 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 1994 A Bonds are for the purpose of
financing more than one project, a portion of the Project, and shall not exceed the proceeds
used for the governmental use of the portion of the Project to which such Private Business
Use is related. All of the foregoing shall be determined in accordance with the Code.

B. PRIVATE LOAN LIMITATION. The Issuer shali assure that not in
excess of 5% of the Net Proceeds of the Series 1994 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 government units.

C. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not take
any action or permit or suffer any action to be taken if the result of the same would be to
cause the Series 1994 A Bonds to be "federally guaranteed” within the meaning of
Section 149(b) of the Code.

D. INFORMATION RETURN. The Issuer will timely file all statements,
instruments and returns necessary to assure the tax-exempt status of the Series 1994 A
Bonds and the interest thereon including, without limitation, the information return required
under Section 149(e) of the Code.

E. FURTHER ACTIONS. The Issuer will take any and all actions that
may be required of it (including, without limitation, those deemed necessary by the
Authority) so that the interest on the Series 1994 A Bonds will be and remain excluded from
gross income for federal income tax purposes, and will not take any actions or fail to take
any actions (including, without limitation, those deemed necessary by the Authority), the
result of which would adversely affect such exclusion.
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Section 7.19. Statutory Mortgage Lien. For the further protection of the
Holders of the Series 1994 A Bonds, a statutory mortgage lien upon the System is granted
and created by the Act, which starutory mortgage lien is hereby recognized and declared to
be valid and binding, shall take effect immediately upon delivery of the Series 1994 A
Bonds, and shall be on a parity with the starutory mortgage lien in favor of the Holders of
the First Lien Bonds and senior to the starutory mortgage lien in favor of the Holders of the
Second Lien Bonds.

Section 7.20. Compliance with Loan Agreement and Law. The Issuer
agrees to comply with all the terms and conditions of the Loan Agreement and all applicable

laws, rules and regulations issued by the Authority, or other State, federal or local bodies
in regard to the acquisition and construction of the Project and the operation, maintenance
and use of the System.
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ARTICLE VIII

INVESTMENT OF FUNDS; NON ARBITRAGE

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

Any investment shall be held in and at all times deemed a part of the fund or
account in which such moneys were originally held, and the interest accruing thereon and
any profit or loss realized from such investment shall be credited or charged to the
appropriate fund or account except as otherwise provided herein with respect to the Rebate
Fund. 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, the Depository Bank, or such other bank or national banking association,
as the case may be, shali sell and reduce to cash a sufficient amount of such investments
whenever the cash balance in any fund or account is insufficient to make the payments
required from such fund or account, regardless of the loss on such liquidation. The
Depository Bank, or such other bank or national banking association, as the case may be,
may make any and all investments permitted by this section through its own bond
department and shall not be responsible for any losses from such investments, other than
for its own negligence or willful misconduct.

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investments, and shall distribute to the Issuer, at least once each year, or more
often as reasonably requested by the Issuer, a summary of such funds, accounts and
investment earnings. The Issuer shall retain all such records and any additional records with
respect to such funds, accounts and investment earnings so long as any of the Bonds are
Outstanding and as long thereafter as necessary to assure the exclusion of interest on the
Series 1994 A Bonds from gross income for federal income tax purposes.

Section 8.02. Arbitrage and Tax Exemption. The Issuer covenants that
(1) it shall not take, or permit or suffer to be taken, any action with respect to the gross or

other proceeds of the Series 1994 A Bonds which would cause the Series 1994 A Bonds to
be "arbitrage bonds” within the meaning of Section 148 of the Code, and (ii) it will take any
and all actions that may be required of it (including, without implied limitation, the timely
filing of a Federal information return with respect to the Series 1994 A Bonds) so that the
interest on the Series 1994 A Bonds will be and remain excluded from gross income for
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Federal income tax purposes, and will not take any actions which would adversely affect
such exclusion.

Section 8.03. 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 1994 A Bonds. [n addition,
the Issuer covenants to comply with all Regulations from time to time in effect and
applicable to the Series 1994 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. Upon completion of each such annual
calculation, unless otherwise agreed by the Authority, the Issuer shall deposit, or cause to
be deposited, in the Rebate Fund such sums as are necessary to cause the aggregate amount
on deposit in the Rebate Fund to equal the sum determined to be subject to rebate to the
United States, which, notwithstanding anything herein to the contrary, shall be paid from
investment earnings on the underlying fund or account established hereunder and on which
such rebatable arbitrage was earmed or from other lawfully available sources.
Notwithstanding anything herein to the contrary, the Rebate Fund shall be held free and
clear of any lien or pledge hereunder and shall be used only for payment of rebatable
arbitrage to the United States. The Issuer shall pay, or cause to be paid, to the.
United States, from the Rebate Fund, the rebatable arbitrage in accordance with
Section 148(f) of the Code and such Regulations. In the event that there are any amounts
remaining in the Rebate Fund following all such payments required by the preceding
sentence, the Depository Bank shall pay said amounts to the Issuer to be used for any lawful
purpose of the System. 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 from time to time in effect
with such reports and statements as may be prescribed by such Regulations. In the event
that, for any reason, amounts in the Rebate Fund are insufficient to make the payments to
the United States which are required, the Issuer shall assure that such payments are made
by the Issuer to the United States, on a timely basis, from any funds lawfully available
therefor. In addition, the Issuer shall cooperate with the Authority in preparing rebate
calculations and in all other respects in connection with rebates and hereby consents to the
performance of all matters in connection with such rebates by the Authority at the expense
of the Issuer. To the extent not so performmed by the Authority, 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 §.03. The Issuer shall keep and retain, or cause to be kept and retained,
records of the determinations made pursuant to this Section 8.03 in accordance with the
requirements of Section 148(f) of the Code and such Regulations. In the event the Issuer
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fails to make such rebates as required, the Issuer shall pay any and all penaities and other
amounts, from lawfully available sources, and obtain a waiver from the Internal Revenue
Service, if necessary, in order to maintain the exclusion of interest on the Series 1994 A
Bonds from gross income for federal income tax purposes.

The Issuer shail submit to the Authority within 15 days following the end of
each Bond Year a certified copy of its rebate calculation and certificate with respect thereto
or, if the Issuer qualifies for the small governmental issue exception to rebate, or any other
exception thereto, then the Issuer shall submit to the Authority a certificate stating that it
is exempt from such rebate provisions and that no event has occurred to its knowledge
during the Bond Year which would make the Series 1994 A Bonds subject to rebate. The
Issuer shall also furnish to the Authority, at any time, such additional information relating
to rebate as may be reasonably requested by the Authority including information with
respect to earnings on all funds constituting "gross proceeds” of the Bonds (as such term
"gross proceeds” is defined in the Code).
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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 1994 A Bonds:

(1)  If default occurs in the due and punctual payment of the principal
of or interest on the Series 1994 A Bonds; or

(2) If defauit occurs in the Issuer’s observance of any of the
covenants, agreements or conditions on its part relating to the Series 1994 A
Bonds set forth in this Bond Legislation, any supplemental resolution or in the
Series 1994 A Bonds, and such default shall have continued for a period of
30 days after the Issuer shall have been given written notice of such default
by the Commission, the Depository Bank, Registrar or any other Paying Agent
or a Holder of a Bond; or

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

(4)  If default occurs with respect to the First: Lien Bonds or the
resolutions authorizing the First Lien Bonds.

Section 9.02. Remedjes. Upon the happening and continuance of any
Event of Default, any Registered Owner of a Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in
particular, (i) bring suit for any unpaid principal or interest then due, {ii) by mandamus or
other appropriate proceeding enforce all rights of such Registered Owners inciuding the
right to require the Issuer to perform its duties under the Act and the Bond Legislation
relating thereto, including but not limited to the making and collection of sufficient rates or
charges for services rendered by the System, (iii) bring suit upon the Bonds, (iv) by action
at law or bill in equity require the Issuer to account as if it were the trustee of an express
trust for the Registered Owners of the Bonds, and (v) by action or bill in equity enjoin any
acts in violation of the Bond Legislation with respect to the Bonds, or the rights of such
Registered Owners, provided that, ail rights and remedies of the Holders of the
Series 1994 A Bonds shall be on a parity with the Holders of the First Lien Bonds and
senior to the Holders of the Second Lien Bonds.

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

The receiver so appointed shall forthwith, directly or by his or her or its agents
and attorneys, enter into and upon and take possession of all facilities of said System and
shall hold, operate and maintain, manage and control such facilities, and each and every pan
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 exercise.

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

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

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

DEFEASANCE

Section 10.01. Defeasance of Bonds. If the [ssuer shall pay or cause to
be paid, or there shall otherwise be paid, to the Holders of the Series 1994 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 the pledge of Net Revenues and other
moneys and securities pledged under this Bond Legislation and all covenants, agreements
and other obligations of the Issuer to the Registered Owners of the Series 1994 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 1994 A
Bonds from gross income for federal income tax purposes.

Series 1994 A Bonds for the payment of which either moneys in an amount
which shall be sufficient, or securities the principal of and the interest on which, when due,
will provide moneys which, together with the moneys, if any, deposited with the Paying
Agent at the same or earlier time, shall be sufficient, to pay as and when due either at
maturity or at the next redemption date, the principal installments of and interest on such
Series 1994 A Bonds shall be deemed to have been paid within the meaning and with the
effect expressed in the first paragraph of this section. All Series 1994 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 shail have been deposited with the
Commission or its agent, either moneys in an amount which shall be sufficient, or securities
the principal of and the interest on which, when due, will provide moneys which, together
with other moneys, if any, deposited with the Commission at the same time, shall be
sufficient to pay when due the principal installments of and interest due and to become due
on said Series 1994 A Bonds on and prior to the next redemption date or the maturity dates
thereof. Neither securities nor moneys deposited with the Commission pursuant to this
section nor principal or interest payments on any such securities shall be withdrawn or used
for any purpose other than, and shall be held in trust for, the payment of the principal
installments of and interest on said Series 1994 A Bonds; provided, that any cash received
from such principal or interest payments on such securities deposited with the Commission
or its agent, if not then needed for such purpose, shall, to the extent practicable, be
reinvested in securities maturing at times and in amounts sufficient to pay when due the
principal installments of and interest to become due on said Bonds on and prior to the next
redemption date or the maturity dates thereof, and interest earned from such reinvestments
shall be paid over to the Issuer as received by the Commission or its 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 X1
MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond islation. Prior
to issuance of the Series 1994 A Bonds, this Resolution may be amended or supplemented
in any way by the Supplemental Resolution. Following issuance of the Series 1994 A
Bonds, no material modification or amendment of this Bond Legislation, or of any
resolution amendatory or supplemental hereto, that would materially and adversely affect
the rights of Registered Owners of the Series 1994 A Bonds shall be made without the
consent in writing of the Registered Owners of 66-2/3% or more in principal amount of the
Series 1994 A Bonds so affected and then Outstanding; provided, that no change shall be
made in the maturity of any Bond or Bonds or the rate of interest thereon, or in the
principal amount thereof, or affecting the unconditional promise of the Issuer to pay such
principal and interest out of the funds herein respectively pledged therefor without the
consent of the Registered Owner thereof. No amendment or modification shall be made that
would reduce the percentage of the principal amount of Bonds, required for consent to the
above-permitted amendments or modifications. Notwithstanding the foregoing, this Bond
Legislation may be amended without the consent of any 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 on the Series 1994 A
Bonds from gross income of the holders thereof.

Section 11.02. Bond Legislation Constitutes Contract. The provisions of .
the Bond Legislation shall constitute a contract between the Issuer and the Registered

Owners of the Series 1994 A Bonds, and no change, variation or alteration of any kind of
the provisions of the Bond Legislation shail be made in any manner, except as in this Bond
Legislation provided.

Section 11.03. Severability of Invalid Provisions. If any section,
paragraph, clause or provision of this Resolution should be held invalid by any court of
competent jurisdiction, the invalidity of such section, paragraph, clause or provision shall
not affect any of the remaining provisions of this Resolution, the Supplemental Resolution,
or the Series 1994 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. All orders or resolutions,
or parts thereof, in conflict with the provisions of this Resolution are, to the extent of such

conflict, hereby repealed, provided that, in the event of any conflict between this Resolution
and the Prior Resolutions, the Prior Resolutions shall control (unless less restrictive), so
long as the Prior Bonds are Qutstanding.
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Section 11.06. Covenant of Due Procedure, Etc. The Issuer covenants
that all acts, conditions, things and procedures required to exist, to happen, to be performed
or to be taken precedent to and in the adoption of this Resolution do exist, have happened,
have been performed and have been taken in regular and due time, form and manner as
required by and in full compliance with the laws and Constitution of the State of
West Virginia applicable thereto; and that the Chairman, Secretary and members of the
Governing Body were at all times when any actions in connection with this Resolution
occurred and are duly in office and duly qualified for such office.

Section 11.07. Public Notice of Proposed Financing. Prior to making
formal application to the Public Service Commission of West Virginia for a Certificate of
Public Convenience and Necessity and adoption of this Resolution, the Secretary of the
Governing Body shall have caused to be published in a newspaper of general circulation in
each municipality in Berkeley County Public Service Sewer District and within the
boundaries of the District, a Class II legal advertisement stating:

(a)  The maximum amount of the Series 1994 A Bonds to be issued;

(b) The maximum interest rate and terms of the Series 1994 A Bonds
authorized hereby;

(¢)  The public service properties to be acquired or constructed and
the cost of the same;

(d) The maximum anticipated rates which will be charged by the
Issuer; and

(¢) The date that the formal application for a certificate of public

convenience and necessity is to be filed with the Public Service Commission
of West Virginia.
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Section 11.08. Effective Date. This Resolution shall take effect
immediately upon adoption.

Adopted this 3rd day of October, 1994,

///&///5/ o]

Chairman

///(17/ /ﬁy s [/L/cfu:—/‘-
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT on the 3rd day of
October, 1994.

Dated: October 5, 1994,
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EXHIBIT A

Loan Agreement included in transcript as Document 3.
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BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL AMOUNT, DATE, MATURITY DATE,
REDEMPTION PROVISION, INTEREST RATE, INTEREST
AND PRINCIPAL PAYMENT DATES, SALE PRICE AND
OTHER TERMS OF THE SEWER REVENUE BONDS,
SERIES 1994 A (WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY), OF BERKELEY COUNTY PUBLIC SERVICE
SEWER DISTRICT; AUTHORIZING AND APPROVING A
LOAN 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.

WHEREAS, the Public Service Board (the "Governing Body™”) of Berkeley
County Public Service Sewer District (the "Issuer"), has duly and officially adopted a bond
resolution, effective October 3, 1994 (the "Bond Resolution™ or the "Resolution”) entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC SEWERAGE FACILITIES OF
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
AND THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THERECF THROUGH THE ISSUANCE BY
THE DISTRICT OF NOT MORE THAN $494.288 IN
AGGREGATE PRINCIPAL AMOUNT OF SEWER REVENUE
BONDS, SERIES 1994 A (WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY); 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 AND RATIFYING 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.

WHEREAS, capitalized terms used herein and not otherwise defined herein
shall have the same meaning set forth in the Bond Resolution when used herein;

WHEREAS, the Bond Resolution provides for the issuance of Sewer Revenue
Bonds, Series 1994 A (West Virginia Water Development Authority), of the Issuer (the
"Bonds” or the "Series 1994 A Bonds"), in an aggregate principal amount not to exceed
$494,288, and has authorized the execution and delivery of a loan agreement relating to the
Bonds (the "Loan Agreement"), by and between the Issuer and the West Virginia Water
Development Authority (the "Authority"), all in accordance with Chapter 16, Article 13A
of the West Virginia Code of 1931, as amended (the "Act"); and in the Bond Resolution it
is provided that the form of the Loan Agreement and the exact principal amount, date,
maturity date, redemption provision, interest rate, interest and principal payment dates, sale
price and other terms of the Bonds should be established by a supplemental resolution
pertaining to the Bonds; and that other matters relating to the Bonds be herein provided for;

WHEREAS, the Loan Agreement has been presented to the Issuer at this
meeting;

WHEREAS, the 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 and that the Loan
Agreement be approved and entered into by the Issuer, that the exact principal amount, the
date, the maturity date, the redemption provision, the interest rate, the interest and principal
payment dates and the sale price of the Bonds be fixed hereby in the manner stated herein,
and that other matters relfating to the Bonds be herein provided for;

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

Section 1.  Pursuant to the Bond Resolution and the Act, this Suppiemental

Resolution is adopted and there are hereby authorized and ordered to be issued the Sewer
Revenue Bonds, Series 1994 A (West Virginia Water Development Authority), of the
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Issuer, originally represented by a single Bond, numbered AR-1, in the principal amount
of $494,288. The Bonds shall be dated the date of delivery thereof, shall finally mature
October 1, 2033, and shall bear interest at the rate of 6.75% per annum, payable
semiannually on April 1 and October 1 of each year, beginning April 1, 1995. The Bonds
shall be payable in annual installments of principal on October | of each year, commencing
October 1, 1996, and ending October 1, 2033, and in the amounts as set forth in
"Schedule X" attached to the Loan Agreement and incorporated in and made a part of the
Bonds. The Bonds shall be subject to redemption upon the written consent of the Authority,
and upon payment of the interest and redemption premium, if any, and otherwise in
compliance with the Loan Agreement, as long as the Authority shall be the registered owner
of the Bonds.

Section 2.  All other provisions relating to the Bonds and the text of the
Bonds shall be in substantially the form provided in the Bond Resolution.

Section 3.  The Issuer does hereby authorize, approve and accept the Loan
Agreement, a copy of which is incorporated herein by reference, and the execution and
delivery of the Loan Agreement by the Chairman, and the performance of the obligations
contained therein, on behalf of the Issuer are hereby authorized, directed, ratified and
approved. The Issuer hereby affirms all covenants and representations made in the Loan
Agreement and in the application to the Authority. The price of the Bonds shall be 100%
of par value, there being no interest accrued thereon.

Section4.  The Issuer does hereby appoint and designate One Valley Bank,
National Association, Charleston, West Virginia, as Registrar (the "Registrar") for the
Bonds and does approve and accept the Registrar’s Agreement to be dated the date of
delivery of the Bonds, by and between the Issuer and the Registrar, in substantially the form
attached hereto, and the execution and delivery of the Registrar’s Agreement by the
Chairman, and the performance of the obligations contained therein, on behalf of the Issuer,
are hereby authorized, approved and directed.

Section 3. The Issuer does hereby appoint and direct the West Virginia
Municipal Bond Commission, Charleston, West Virginia, to serve as Paying Agent for the
Bonds.

Section 6.  The Issuer does hereby appoint One Valley Bank-East, National
Association, Martinsburg, West Virginia, as Depository Bank under the Bond Resolution.

Section 7.  Series 1994 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 1994 A Bonds Sinking Fund as capitalized interest.

Section 8.  Series 1994 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 1994 A Bonds Reserve Account.



Section 9.  Series 1994 A Bonds proceeds in the amount of $175,219.34 shall
be paid to the Authority to pay in full the principal of and interest accrued on all borrowings
by the Issuer from the Authority to finance the planning and design of sewerage facilities
for the System.

Section 10. The balance of the proceeds of the Bonds shall be deposited in
the Bond Construction Trust Fund for payment of Costs of the Project, including, without
limitation, costs of issuance of the Bonds and related costs.

Section 11. The Chairman and Secretary are hereby authorized and directed
to execute and deliver such other documents, agreements, instruments and certificates
required or desirable in connection with the Bonds hereby and by the Bond Resolution
approved and provided for, to the end that the Bonds may be delivered to the Authority
pursuant to the Loan Agreement on or about October 5, 1994.

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

Section 13. The Issuer hereby determines that it is in the best interest of the
Issuer to invest all moneys in the funds and accounts established by the Bond Resolution
held by the Depository Bank until expended, in repurchase agreements or in time accounts,
secured by a pledge of Government Obligations, and therefore, the Issuer hereby directs the
Depository Bank to take such actions as may be necessary to cause such moneys to be
invested in such repurchase agreements and/or time accounts, until further directed by the
Issuer. Moneys in the Series 1994 A Bonds Sinking Fund and the Series 1994 A Bonds
Reserve Account shall be invested by the West Virginia Municipal Bond Commission in the
West Virginia Consolidated Fund.

Section 14. 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 the treatment afforded by
Section 103(a) of the Internal Revenue Code of 1986, as amended, and the temporary and
permanent regulations promulgated thereunder or under any predecessor thereto (the
"Code"), by reason of the classification of the Bonds as "private activity bonds" within the
meaning of the Code. The Issuer will take all actions necessary to comply with the Code
and Treasury Regulations promulgated or to be promulgated thereunder.



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

Adopted this 3rd day of October, 1994.

BERKELEY COUNTY PUBLIC SERVICE
SEWER DISTRICT

ﬁ?////%(

Chairman




CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Public
Service Board of BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT on the
3rd day of October, 1994,

Dated: October 5, 1994,

[SEAL] N / / /
A
Sécretzfy/ //f{érv' % Board

09/29/34
BCAC.B2
067740/94003



WDA-5
(May 19593)

LOAN AGREEMENT

THIS LOAN AGREEMENT, Made and entered into in geveral
counterparts, by and between the WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY, a governmental instrumentality and body corporate of the
State of West Virginia (the ‘Authority"), and the governmental
agency designated below (the "Governmental Agency").

BERKELEY COUNTY PSSD (BAKER HEIGHTS)
(Governmental Agency)

WITNESSETH:

WHEREAS, pursuant to the provisions of Chapter 20,
Article 5C, of the Code of West Virginia, 1931, as amended (the
"Act"), the Authority is empowered to make loans to governmental
agencies for the acquisition or construction of water development
projects by such governmental agencies and to 1issue water
development revenue bonds of the State of West Virginia (the
ngtate") to finance, in whole or in part, by loans to governmental
agencies, one or more water development projects, all subject to
such provisions and limitations as are contained in the Act;

WHEREAS, the Governmental Agency constitutes a govern-
mental agency as defined by the Act;

WHEREAS, the Governmental Agency is authorized and
empowered by the statutes of the State to construct, operate and
improve a water develcpment project, as defined by the Act, and to
finance the cost of constructing or acquiring the same by borrowing
money to be evidenced by revenue bonds issued by the Governmental
Agency; .

) WHEREAS, the Governmental Agency intends to construct, is
constructing or has constructed such a water development project at
the location and as more particularly degscribed and set forth .in
the Application, as hereinafter defined (the "Project"};

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



WHEREAS, having reviewed the Application and made all
findings required by Section 5 of the Act and having available
sufficient funds therefor, the BAuthority is willing to lend the
Governmental Agency the amount set forth on Schedule X attached
hereto and incorporated herein by reference, through the purchase
of revenue bonds of the Governmental Agency with proceeds of
certain water development revenue bonds of the State issued by the
Authority pursuant to and in accordance with the provisions of the
Act and a certain general revenue bond resolution adopted by the
Board of the Authority (the "General Resolution"), as supplemented,
subject to the Governmental Agency’s satisfaction of certain legal
and other requirements of the Authority’s water development loan
program (the "Program") as hereinafter set forth.

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

ARTICLE I
Definiti

1.1 Except where the context <clearly indicates
otherwige, the terms "Authority, " "water development revenue bond, *
"cost," governmental agency," "water development project, "
nwastewater facility" and "water facility" have the definitions and
meaningse ascribed to them in the Act. '

. 1.2 "Consulting Engineers" means the professional
engineer, licensed by the State, who shall not be a regular, full-
time employee of the State or any of its agencies, commissions or
political sub-divisions, and designated in the Application and any
qualified successor thereto.

1.3 "Loan” means the locan to be made by the Authority to
the Governmental Agency through the purchase of Local Bonds, as
hereinafter defined, pursuant to this Loan Agreement.

1.4 "Local Act" means the official action of the
Governmental Agency required by Section 4.1 hereof, authorizing the
Local Bonds.

1.5 "Local Bonds" means the revenue bonds to be issued
by the Governmental Agency pursuant to the provisions of the Local
Statute, as hereinafter defined, to evidence the Loan and to be
purchased by the Authority with a portion of the proceeds of its
water development revenue bonds, all in accordance with the
provisions of this Loan Agreement.
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1.6 M"Local Statute" means the specific provisions of the
Code of West Virginia, 1931, as amended, pursuant to which the
Local Bonds are issued.

1.7 "Origination Fee" means the fee paid by a
Governmental Agency with respect to its participation in the
State’'s Revolving Fund program established pursuant toc Title VI of
the Water Quality Act of 1987, to provide funds for the acquisition
and construction of wastewater Projects.

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

1.9 "Project" means the water development project
hereinabove referred to, to be constructed or being constructed by
the Governmental Agency in whole or in part with the net proceeds
of the Local Bonds or being or having been constructed by the
Governmental Agency in whole or in part with the proceeds of bond
anticipation notes or other interim financing, which is to be paid
in whole or in part with the net proceeds of the Local Bonds.

1.10 "System" means the water development project owned
by the Governmental Agency, of which the Project constitutes all or
to which the Project constitutes an improvement, and any
improvements thereto hereafter constructed or acquired from any
sources whatsocever.

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

ARTICLE II
The Proij

2,1 The Project shall generally consist of the
construction and acquisition of the facilities desc¢ribed in the
Application, to be, being or having been constructed in accordance
with plans, specifications and designa prepared for the
Governmental Agency by the Consulting Engineers, the Authority
having found, to the extent applicable, that the Project 1is
consistent with the applicable comprehensive plan of water
management approved by the Director of the West Virginia Division
of Natural Resources® (or in the process of preparation by such

Now administered by the West Virginia Division of
Environmental Protection.
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Director), has been approved by the West Virginia Bureau of Public
Health and is consistent with the standards set by the West
Virginia Water Resources Board for the waters of the State affected
thereby.

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

2.3 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 Governmental Agency, subject to any mortgage
lien or other security interest as is provided for in the Local
Statute unless a sale or transfer of all or a portion of said
property is approved by the Authority.

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

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

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

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

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

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



2.10 The Governmental Agency agrees that it will at all
times provide operation and maintenance of the System to comply
with any and all State and federal standards. The Governmental
Agency agrees that qualified operating personnel properly certified
by the State will be retained to operate the System during the
entire term of this Loan Agreement.

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

2.12 The Governmental Agency, commencing on the date
contracts are executed for the construction of the Project and for
two years following the completion of the Project, shall each month
complete a Monthly Financial Report, the form of which is attached
hereto as Exhibit C and incorporated herein by reference, and
forward a copy by the 10th of each month to the Authority.

ARTICLE III

Conditions to Loan;
Isguance of Local Bondg

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

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

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

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

{d} No Loan shall be made for the purpose of
refinancing any outstanding long-term indebtedness of a
Governmental Agency unless an opinion of counsel is received by the
Authority to the effect that such refinancing is permitted by the
Act and the Resolution, and that stch refinancing will not cause a
violation of any covenant, representation or agreement of the
Authority contained in the Resolution or Tax Regulatory Agreement
with respect to the exclusion of the interest on the Bonds from
gross income of the holder thereof for federal income tax purposes;

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

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

(g) The Governmental Agency shall have obtained any
and all approvals for the issuance of the Local Bonds required by
State law, and the Authority shall have received an opinion of
counsel to the Governmental Agency, which may be local counsel to
the Governmental Agency, bond counsel or special PSC counsel but
must be satisfactory to the Authority, to such effect;

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

(i) Such rates and charges for the System shall be
gsufficient to comply with the provisions of Subsection 4.1 (b) (ii)
hereof, and the Authority shall have received a certificate of the
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accountants for the Governmental Agency, or such other person or
firm experienced in the finances of governmental agencies and
satisfactory to the Authority, to such effect; and

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

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

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

3.4 The Local Bonds shall be delivered to the Authority,
at the offices of the Authority, on a date designated by the
Governmental Agency by written notice to the Authority, which
written notice shall be given not less than ten (10) business days
prior to the date designated; provided, however, that if the
Authority is unable to accept delivery on the date designated, the
Local Bonds shall be delivered to the Authority on a date as close
as possible to the designated date and mutually agreeable to the
Authority and the Governmental Agency. The date of delivery so
designated or agreed upon is hereinafter referred to as the "Date
of Loan Closing." Notwithstanding the foregoing, the Date of Loan
Closing shall in no event occur more than ninety (90) days after
the date of execution of this Loan Agreement by the Authority.

3.5 The Governmental Agency understands and acknowledges
that it is one of several governmental agencies which have applied
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to the Authority for loans to finance water development projects
and that the obligation of the Authority to make any such loan is
subject to the Governmental Agency’s fulfilling all of the terms
and conditions of this Loan Agreement on or prior to the Date of
Loan Closing and to the right of the Authority to make such loans
to other governmental agencies as in the aggregate will permit the
fullest and most timely utilization of such proceeds to enable the
Authority to pay debt service on the water development revenue
bonds issued by it. The Governmental Agency specifically
recognizes that the Authority will not purchase the Local Bonds
unless and until it has available funds sufficient to purchase all
the Local Bonds and that, prior to such execution, the Authority
may commit to and purchase the revenue bonds of other governmental
agencies for which it has sufficient funds available. The
Governmental Agency further specifically recognizes that during the
last 90 days of a period to originate Loans from its water
development revenue bond proceeds, the Authority may execute Loan
Agreements, commit moneys and close Local Bond sales in such order
and manner as it deems in the best interest of the Program.

ARTICLE IV

. Local Bonds; Security for Loan;
Repayment of Loan; Interest on Loan;

—_Fees and Charges

4.1 The Governmental Agency shall, as one of the
conditions of the Authority to make the Loan, authorize the
issuance of and issue the Local Bonds pursuant to an official
actiorn of the Governmental Agency in accordance with the Local
Statute, which shall, as enacted, contain provisions and covenants
in substantially the form as follows:

{a)} That the revenues generated from the operation
of the System will be used monthly, in the order of priority
listed, as set forth on Schedule Y attached hereto and incorporated
herein by reference. The gross revenues of the System shall always
be used for purposes of the System.

(b) Covenants substantially as follows:

(i) That the Local Bonds shall be secured by
the gross or net revenues from the System, as more fully set forth
in Schedules X and Y attached hereto;

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

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

(iv) That, except as otherwise required by
State law or with the written consent of the 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 pay fully all the
Local Bonds outstanding, with further restrictions on the
disposition of portions of the System as are normally contained in
such covenants;

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

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

(vii) That the Governmental Agency will not
render any free services of the System;
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{viii) That any Local Bond owner may, by
proper legal action, compel the performance of the duties of the
Governmental Agency under the Local Act, including the making and
collection of sufficient rates or charges for services rendered by
the System, and shall also have, in the event of a default in
payment of principal of or interest on the Local Bonds, the right
to obtain the appointment of a receiver to adminigster the System or
construction of the Project, or both, as provided by law;

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

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

(xi} That the Governmental Agency shall
annually cause the records of the System to be audited by an
independent certified public accountant or independent public
accountant and shall submit the report of said audit to the
Authority, which report shall include a statement that the
Governmental Agency is in compliance with the terms and provisions
of the Local Act and this Loan Agreement and that the Governmental
Agency'’s revenues are adequate to meet its operation and
maintenance expenses and debt service requirements;

(xii) That the Governmental Agency shall
annually adopt a detailed 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 within 30 days of adoption thereof;

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

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

(xv} That, as long as the Authority is the
owner of any of the Local Bonds, the Governmental Agency shall not
authorize redemption of any Local Bonds by it without the written
consent of the Authority and otherwise in compliance with this Loan
Agreement;

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

(xvii) That the Governmental Agency shall
take any and all action, or shall refrain from taking any action,
as shall be deemed necessary by the Authority to maintain the
exclusion from gross income for Federal income tax purposes of
interest on the Authority's water development revenue bonds;

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

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

(xxx) That the Governmental Agency shall furnish

to the Authority such information with respect to earnings on all
funds constituting "gross proceeds" of the Local Bonds (as that
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term is defined in the Code) from time to time as the Authority may
request.

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

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

4.3 An Origination Fee Account shall be established with
the Trustee to hold the portion of the proceeds of any Loan
established to fund an Origination Fee. Amounts on deposit in an
Origination Fee Account shall belong to the Governmental Agency
receiving the related Loan, but such amounts may only be disbursed
from the Account to pay the Origination Fee as and when required to
satisfy the requirements of the State’s Revolving Fund program
established pursuant to Title VI of the Water Quality Act of 1987
or for such other purposes as the Authority may approve in writing.

4.4 The principal of the Loan shall be repaid by the
Governmental Agency annually on the day and in the years provided
in Schedule X hereto. Interest payments on the Loan shall be made
by the Governmental Agency on a semiannual basis as provided in
said Schedule X.

4.5 The Loan shall bear interest from the date of the
delivery to the Authority of the Local Bonds until the date of
payment thereof, at the rate or rates per annum set forth on
Schedule X hereto. In no event shall the interest rate on or the
net 1interest cost of the Local Bonds exceed any statutory
limitation with regard thereto.

4.6 The Local Bonds shall be delivered to the Authority
in fully registered form, transferable and exchangeable as provided
in the Local Act at the expense of the Governmental Agency.
Anything to the contrary herein notwithstanding, the Local Bonds
may be issued in one or more series, as reflected by Schedule X
hereto.
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4.7 The Governmental Agency agrees to pay from time to
time, as required by the Authority, the Governmental Agency'’'s
allocable share of the reasonable administrative expenses of the
Authority relating to the Program. Such administrative expenses
shall be as determined by the Authority and shall include without
limitation Program expenses, legal fees paid by the Authority and
fees paid to the trustee and paying agents for the water
development revenue bonds. The Authority shall provide both the
Governmental Agency and the trustee for the water development
revenue bonds with a schedule of such fees and charges, and the
Governmental Agency shall pay such fees and charges on the dates
indicated directly to the trustee. The Governmental Agency hereby
specifically authorizes the Authority to exercise the powers
granted it by Section 2.06 of the General Resolution.

4.8 The Governmental Agency agrees to expend the net
proceeds of the Local Bonds for the Project within 3 years of the
igsuance of the Authority’s bonds.

4.9 As long as the Authority is the owner of any of the
Local Bonds outstanding, the Governmental Agency shall not redeem
any of such Local Bonds outstanding without the written consent of
the Authority, and any such redemption of Local Bonds authorized by
the Authority shall provide for the payment of interest to the
first allowable redemption date for the applicable water
development revenue bonds, the redemption premium payable on the
applicable water development revenue bonds redeemable as a
congsequence of such redemption of Local Bonds and the costs and
expenses of the Authority in effecting any such redemption, all as
further prescribed by Section 9.11 of the General Resolution.
Nothing in this Loan Agreement shall be construed to prohibit the
Authority from refunding applicable water development revenue
bonds, and such refunding need not be based upon or result in any
benefit to the Governmental Agency.

ARTICLE V

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

Governmental Adency £to the Authority

5.1 The Governmental Agency hereby irrevocably covenants
and agrees to comply with all of the terms, conditions and
requirements of this Loan Agreement and the Local Act, The
Governmental Agency hereby further irrevocably covenants and agrees
that, as one of the conditions of the Authority to make the Loan,
it has fixed and collected, or will fix and collect, the rates,
fees and other charges for the use of the System, as set forth in
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the Local Act and in compliance with the provisions of Subsection
4.1(b) (ii) hereof.

5.2 In the event, for any reason, the schedule of rates,
fees and charges initially established for the System in connection
with the Local Bonds shall prove to be insufficient to produce the
minimum sums set forth in the Local Act, the Governmental RAgency
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 so as to provide funds
sufficient to produce the minimum sums set forth in the Local Act
and as required by this Loan Agreement.

5.3 In the event the Governmental Agency defaults in the
payment of any fees due to the Authority pursuant to Section 4.6
hereof, the amount of such default shall bear interest at the
interest rate of the installment of the Loan next due, from the
date of the default until the date of the payment thereof.

5.4 The Governmental Agency hereby irrevocably covenants
and agrees with the Authority that, in the event of any default
hereunder by the Governmental Agency, the Authority may exercise
any or all of the rights and powers granted under Section 6a of the
Act, including without limitation the right to impose, enforce and
collect directly charges upon users of the System.

ARTICLE VI

Other Agreements of the
—Governmental Adency

6.1 The Governmental Agency hereby acknowledges to the
Authority its understanding of the provisions of the Act, wvesting
in the Authority certain powers, righte and privileges with respect
to water development projects in the event of default by
governmental agencies in the terms and covenants of loan
agreements, and the Governmental Agency hereby covenants and agrees
that, if the Authority should hereafter have recourse to said
rights and powers, the Governmental Agency shall take no action of
any nature whatsoever calculated to inhibit, nullify, void, delay
or render nugatory such actions of the Authority in the due and
prompt implementation of this Loan Agreement.

6.2 At the option of the Authority, the Governmental
Agency shall issue and sell to the Authority additional,
subordinate bonds to evidence the Governmental Agency'’s obligation
to repay to the Authority any grant received by the Governmental
Agency from the Authority in excess of the amount to which the
Governmental Agency is entitled pursuant to applicable policies or
rules and requlations of the Authority. Alsc at the option of the
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Authority, the Governmental Agency may issue and sell to the
Authority additional, subordinate bonds for such purposes as may be
acceptable to the Authority.

6.3 The Governmental Agency hereby warrants and
represents that all information prov1ded to the Authority in this
Loan Agreement, in the Application or in any other application or
documentation with respect to financing the Project was at the
time, and now is, true, correct and complete, and such information
does not omit any material fact necessary to make the statements
therein, in light of the circumstances under which they were made,
not misleading. Prior to the Authority’s making the Loan and
receiving the Local Bonds, the Authority shall have the right to
cancel all or any of its obligations under this Loan Agreement if
{a) any representation made to the Authorlty by the Governmental
Agency in connection with the Loan shall be incorrect or incomplete
in any material regpect or (b) the Governmental Agency has violated
any commitment made by it in its Application or in any supporting
documentation or has violated any of the terms of this Loan
Agreement.

6.4 The Governmental Agency hereby agrees to repay on or
prior to the Date of Loan Closing any moneys due and owing by it to
the Authority for the planning or design of the Project, and such
repayment shall be a condition precedent to the Authority’s making
the Loan.

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

6.6 Notwithstanding Section 6.5, the Authority may at
any time, in its sole discretion, cause the rebate calculations
prepared by or on behalf of the Governmental Agency to be monitored
or cause the rebate calculations for the Governmental Agency to be
prepared, in either case at the expense of the Governmental Agency.

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

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

ARTICLE VII
Migcellanequg

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

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

7.3 1If any provision of this Loan Agreement shall for
any reason be held to be invalid or unenforceable, the invalidity
or unenforceability of such provision shall not affect any of the
remaining provisions of this Loan Agreement, and this Loan
Agreement shall be construed and enforced as if such invalid or
unenforceable provision had not been contained herein.

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

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

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

7.7 By execution and delivery of this Loan Agreement,
notwithstanding the date hereof, the Governmental Agency
specifically recognizes that it is hereby agreeing to sell its
Local Bonds to the Authority and that such obligation may be
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gpecifically enforced or gubject to a similar equitable remedy by
the Authority.

7.8 This Loan Agreement shall terminate upon the earlier
of:

(i) the end of ninety (90) days after the date of
execution hereof by the Authority if the Governmental Agency has
failed to deliver the Local Bonds to the Authority;

(ii) termination by the Authority pursuant to
Section 6.3 hereof; or

{iii) payment in full of the principal of and
interest on the Loan and of any fees and charges owed by the
Governmental Agency to the Authority.

IN WITNESS WHEREOF, the parties hereto have caused this
Loan Agreement to be executed by their respective duly authorized
of ficers as of the date executed below by the Authority.

Berkeley County Pubiic Service Sewer District
[Proper Name of Govermmental Agency]

- o AUA e

Ttg: Chairman

Date: October 5, 1994

Its:L ‘{/S?{%W

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

(SEAL) By:@__ M& %\Njﬁmk’\/

Direstor A\

Attest: Date: Qctober 5, .1994

Secretary-Treasurer
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EXHIBIT A

FORM QF CERTIFICATE OF CONSULTING ENGINEER

{Issuer)

{Name of Bonds)

I, , Registered Professional Engineer,
West Virginia License No. , of , Consulting
Englneers, , hereby certify that my firm
is engineer for the acqulsltlon and construction of

to the

_ system (herein called the "Project") of
(the "Issuer") to be constructed primarily in County, West
Virginia, which construction and acquisition are being permanently
financed in part by the above-captioned bonds {(the "Bonds") of the

Issuer. Capitalized words not defined herein shall have the

meaning set forth in the passed by the of the

Issuer on , 19___, effective , 19___, and the Loan

Agreement by and between the Issuer and the West Virginia Water

Development Authority (the "Authority") dated , 19__
1. The Bonds are being issued for the purpose of

(the "Project").

2. The undersigned hereby certifies that (i) the
Project will be constructed in accordance with the approved plans,
specifications and designs prepared by my firm and as described in
the application submitted to the Authority requesting the Authority
to purchase the Bonds (the "Application") and approved by all
necessary governmental bodies, (ii) the Project is adequate for the
purpose for which it was designed and has an estimated useful life
of at least forty years, (iii) the Issuer has received bids for the
construction of the Project which are in an amount and otherwise
compatible with the plan of financing described in the Application
and my firm has ascertained that all contractors have made required
provisions for all insurance and payment and performance bonds and
that such insurance policies or binders and such bonds have been
verified by my firm for accuracy, (iv) the Issuer has obtained all
permits required by the laws of the State and the federal
government necessary for the construction of the Project, (v) the
rates and charges for the System as adopted by the of the
Issuer are sufficient to comply with the provisions of Subsection
4.1 (b) (ii) of the Loan Agreement, (vi) that the net proceeds of the
Bonds, together with all other moneys on deposit or to be
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simultaneously deposited and irrevocably pledged thereto and the
proceeds of grants irrevocably committed therefor, are sufficient
to pay the costs of construction and acquisition of the Project as
get forth in the Application, and (vii) attached hereto as Exhibit
A is the final amended "Schedule A - Total Cost of Project and
Socurces of Funds" for the Project.

WITNESS my signature on this day of . 19___.

By:

West Virginia License No.

[SEAL]
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EXHIBIT B

[Opinion of Bond Counsel for Governmental Agency]

[To Be Dated as of Date of Loan Closing]

West Virginia Water Development Authority
1201 Dunbar Avenue
Dunbar, West Virginia 25064

Gentlemen:

We are bond counsel to
(the "Governmental Agency"), a

We have examined a certified copy of proceedings and
other papers relating to (i) the authorization of a loan agreement
dated , 19___, including all schedules and exhibits
attached thereto (the "Loan Agreement"), between the Governmental
Agency and the West Virginia Water Development Authority (the
"Authority"} and (ii) the issue of a series of revenue bonds of the
Governmental Agency, dated , 18__ {(the "Local Bonds"),
to be purchased by the Authority in accordance with the provisions
of the Loan Agreement. The Local Bonds are in the principal amount

of § , issued in the form of one bond registered as to
principal and interest to the Authority, with interest payable
April 1 and October 1 of each year, beginning 1, 19__,

at the respective rate or rates and with principal payable in
installments on October 1 in each of the years, all as follows:

Year Installment = Interest Rate

The Local Bonds are issued for the purpose of
and paying certain issuance and other costs
in connec :ion therewith,.

We have also examined the applicable provisions of
of the Code of West Virginia, 1931, as
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amended (the "Local Statute")}, and the bond duly
enacted by the Governmental Agency on (the "Local
Act"), pursuant to and under which Local Statute and Local Act the
Local Bonds are authorized and issued, and the Loan Agreement that
has been undertaken. The Local Bonds are subject to redemption
prior to maturity to the extent, at the time, under the conditions
and subject to the limitations set forth in the Local Act and the
Loan Agreement.

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

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

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

3. The Governmental Agency is a duly organized and
presently existing

, with full power and authority to construct
and acquire the Project and to operate and maintain the System
referred to in the Loan Agreement and to issue and sell the Local
Bonds, all under the Local Statute and other applicable provisions
of law.

4. The Governmental Agency has legally and effectively
enacted the Local Act and all other necessary in
connection with the issuance and sale of the Local Bonds., The

Local Act contains provisions and covenants substantially in the
form of those set forth in Section 4.1 of the Loan Agreement.

5. The Local Bonds are valid and legally enforceable
special obligations of the Governmental Agency, payable from the
[net] revenues of the System referred to in the Local Act and
secured by a [first] lien on and pledge of the [net] revenues of
said System, all in accordance with the terms of the Local Bonds
and the Local Act, and have been duly issued and delivered to the
Authority.

6. The Local Bonds are, by statute, exempt
, and under existing statutes and court
decisions of the United States of America, as presently written and
applied, the interest on the Local Bonds is excludable from the
gross income of the recipients thereof for Federal income tax
purposes.
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No opinion 1s given herein as to the effect upon
enforceability of the Local Bonds of bankruptcy, insolvency,
reorganization, moratorium and other laws affecting creditors’
rights or in the exercise of judicial discretion in appropriate
cases.

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

Very truly yours,

-23-



EXHIBIT C

Monthly Financial Report

[Name of Governmental Agency]

[Name of Bond Issue]
Fiscal Year -

Report Month:

CURRENT YEAR TO BUDGET YEAR
ITEM MONTH DATE TO DATE DIFFERENCE
1. Gross Revenues
Collected
2. Operation and
Maintenance
Expense

3. Other Bond
Debt Payments
{including
Regserve Fund
deposits)

4. Bond Payments
(include Reserve Fund
deposits)

5. Renewal and
Replacement Fund
Deposit

6. Fundes available
for capital
construction

Witnesseth my signature this day of , 19

[Name of Governmental Agency]

By:

Authorized Officer
ABBOO17F
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WDA-5X
(May 1993)

SCHEDULE X
DESCRIPTION CF LOCAL BONDS

Principal Amount of Local Bonds $_494,288.00

Purchase Price of Local Bonds $ 494,288.00

Interest on the Local Bonds is payable on April 1 and

October 1 in each year, beginning with the first semiannual

interest payment date after delivery of the Local Bonds to the

Authority, until the Local Bonds are paid in full, at the rate of

6.75 % per annum. Principal of the Local Bonds is payable on

October 1 in each year as set forth on Exhibit 1 attached hereto
and incorporated herein by reference.

As of the date of the Loan Agreement, the Local Bonds are
on a parity as to source of and security for payment with the
following obligations: '

*See below

As of the date of the Loan Agreement, the Local Bonds are
subordinate as to source of and security for payment to the
following obligations:

* West Virginia Water Development Authority - Sewer Revenue Bonds, Series 1986A,
issued March 7, 1986, in the principal amount of $3,290,658; and Sewer Revenue
Bonds, Series 1990A, issued on May 3, 1990, in the principal amount of $828,629.

One Valley Bank, NA - Sewer Revenue Bonds, Series 1986C, issued on March 7, 1986,
in the principal amount of $800,000.



West Virginia Water Development Authority Avg Coup = 6.75%
1994 Series A Local Loan Program TIC = 6.741307%
Debt Service Schedule - Berkeley County Public Service Sewer District NIC = 6.750000%
Closing October 5, 1994 Yield = 6.741307%
Total Amount Borrowed: $494,288.00 WAM = 27.64 yr5.
Debt
Date Coupon Principal Interest Service

10/1/95 6.75% 0.00 32,993.70 32,993.70
10/1/96 6.75% 3,04231 33,364.42 36,406.73
10/1/97 6.75% 3,247.67 33,159.06 36,406.73
10/1/98 6.75% 3,466.89 32,939.84 36,406.73
10/1/99 6.75% 3,700.91 32,705.82 36,406.73
10/1/00 6.75% 3,950.72 32,456.01 36,406,73
10/1/01 6.75% 4,217.39 32,189.34 36,406.73
10/1/02 6.75% 4,502.06 31,904.67 36,406.73
10/1/03 6.75% 4,805.95 31,600.78 36,406.73
10/1/04 6.75% 5,130.35 31,276.38 36,406.73
10/1/05 6.75% 5,476.65 30,930.08 36,406.73
10/1/06 6.75% 5.846.32 30,560.41 36,406.73
10/1/07 6.75% 6,240.95 30,165.78 36,406.73
10/1/08 6.75% 6,662.21 29,744.52 36,406.73
10/1/09 6.75% 7,111.91 29,294.82 36,406.73
10/1/10 6.75% 7,591.96 28,814.77 36,406.73
10/1/11 6.75% 8,104.42 28,302.31 36,406.73
10/1/12 6.75% 8,651.46 27,755.26 36,406.72
10/1/13 6.75% 9,235.44 27,171.29 36,406.73
1/1/14 6.75% 9,858.83 26,547.90 36,406.73
10/1/15 6.75% 10,524.30 25,882.43 36,406.73
10/1/16 6.75% 11,234.69 25,172.04 36,406.73
10/1/17 6.75% 11,993.03 24,413.70 36,406.73
10/1/18 6.75% 12,802.56 23,604.17 36,406.73
10/1/19 6.75% 13,666.72 22,740.00 36,406.72
10/1/20 6.715% 14,589.23 21,817.50 36,406.73
10/1/21 6.75% 15,574.00 20,832.73 36,406.73
10/1/22 6.75% 16,625.24 19,781.48 36,406.72
1¥/1/23 6.75% 17,747.45 18,659.28 36,406.73
10/1/24 6.75% 18,945.39 17,461.33 36,406.72
10/1/25 6.75% 20,224.21 16,182.52 36,406.73
10/1/26 6.75% 21,589.34 14,817.39 36,406.73
10/1/27 6.75% 23,046.62 13,360.11 36,406.73
10/1/28 6.75% 24,602.27 11,804.46 36,406.73
10/1/29 6.75% 26,262.92 10,143.81 36,406.73
10/1/30 6.75% 28,035.67 8,371.06 36,406.73
10/1/31 6.75% 29,928.08 6,478.65 36,406.73
10/1/32 6.75% 31,948.22 4,458.50 36,406.72
10/1/33 6.75% 34,103.66 2,302.00 36,405.66

$494,288.00 $922,160.32 $1,416,448.32

Prepared 9/27/34



WDA-5Y-PSD Sewer
(May 1993)

SCHEDULE Y
REVENUES

In accordance with Subsection 4.1(a) of the Loan
Agreement, the revenues generated from the operation of the System .
will be used monthly, in the order of priority listed, as follows:

(i) to pay Operating Expenses of the System;

(ii) to the extent not otherwise limited by an
outstanding local resolution, indenture or other act or
document, as reflected on Schedule X to the Loan Agreement,
and beginning seven (7) months prior to the first date of
payment of interest on the Local Bonds from revenues and
thirteen (13) months prior to the first date of payment of
principal of the Local Bonds, respectively, to provide debt
service on the Local Bonds by depositing in a sinking fund
one-sixth (1/6) of the interest payment next coming due on the
Local Bonds and one-twelfth (1/12) of the principal payment
next coming due on the Local Bonds and, beginning thirteen
(13) months prior to the first date of payment of principal of
the Local Bonds, if the Reserve Account was not funded from
proceeds of the Local Bonds or otherwise concurrently with the
igsguance thereof (which, with an approving opinion of bond
counsel to the Governmental Agency, may be with a letter of
credit) in an amount equal to the Reserve Requirement, by
depositing in the Reserve Account an amount not less than
one-twelfth (1/12) of one-tenth (1/10) (or such other amount
as shall be acceptable to the Authority and as shall fund the
Reserve Account over not more than ten (10) years) of the
Reserve Requirement or, if the Reserve Account has been soO
funded (whether by Local Bond proceeds, monthly deposits or
otherwise), any amount necessary to maintain the Reserve
Account at the Reserve Requirement;

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

(iv) to provide debt service on and requisite

reserves for any subordinate indebtedness of the Governmental
Agency held or owned by the Authority; and
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(v) for other 1legal purposes of the System,
including payment of debt service on other obligaticons junior,
subordinate and inferior to the Local Bonds.



WDA-S5Z-PSD Sewer (EPA)
{May 1993)

SCHEDULE 2

Additional and Supplemental Definitions

1, "EPA" means the United States Environmental
Protection Agency and any successors to the functions thereof.

2. "T,ocal Statute" means Chapter 16, Article 13A, of
the Code of West Virginia, 1931, as amended.

3. "System"™ means the public service properties for the
collection, treatment, purification or disposal of liquid or solid
wastes, sewage or industrial wastes, owned by the Governmental
Agency, and any improvements or extensions thereto hereafter
constructed or acquired from any sources whatsoever and includes
the Project.

Additiona ondition venan

1. The Governmental Agency agrees that it will at all
times provide operation and maintenance of the System to comply
with, among other State and federal standards, the water quality
standards established by the West Virginia Division of
Environmental Protection and EPA.

2. The Governmental Agency agrees that it will permit
the EPA to have access to the records of the Governmental Agency
pertaining to the operation and maintenance of the System at any
reasonable time following completion of construction of the
Project and commencement of operation thereof.

3. As a condition precedent to the Authority’s making
the Loan, the Governmental Agency shall have obtailned, among other
permits required, permits from the EPA and the West Virginia
Division of Environmental Protection and approval of the "Part BT
supplement to its EPA grant agreement.

4. The Local Act shall contain a covenant substantially
as follows:

That the Governmental Agency will, to the £full
extent permitted by applicable law and the rules and
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regulations of the PSC, discontinue and shut off the
services and facilities of the System and, in the

event the Governmental Agency owns a water facility (the
"Water System"), the Water System to all users of
gervices of the System delinguent in payment of charges
for the services of the System and will not restore the
gervices of either system until all delinquent charges
for the services of the System have been fully paid.

5. To the extent required by law, the Governmental
Agency hereby covenants and agrees to secure approval of the
Authority and all other State agencies having jurisdiction before
applying for federal financial assistance for pollution abatement
in order to maximize the amounts of such federal financial
agsistance received or to be received for all water development
projects in the State.

6. Subject to any prior or parity obligations described
in Schedules X and Y attached to the Loan Agreement, the net
revenues derived from the operation of the System are pledged to
the payment of the principal of and interest on the Local Bonds.

7. The paying agent for the Local Bonds shall be the
West Virginia Municipal Bond Commissgion or any successor to the
functions thereof.

8. As a condition precedent to the Authority’s making
the Loan, the Governmental Agency shall deliver to the Authority
a certificate representing the following:

(a) The Governmental Agency expects to enter into
a contract within six months of the date
thereof for the construction of the Project,
and the amount to be expended pursuant to such
contract exceede the lesser of 2-1/2 percent
of the estimated total Project cost financed
with proceeds from the sale of the Local Bonds
or $100,000;

(b) Work with respect to the construction of the.

Project will proceed with due diligence to
completion. Construction is expected to be
completed within three years from the date of
igsuance of the Authority’s water development
revenue bonds;

(c) All of the proceeds from the sale of the Local
Bonde which will be used for payment of costs
of the Project will be expended for such
purpose within three years from the date of
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issuance of the Authority’s water development
revenue bonds; and

The Governmental Agency does not expect to
gell or otherwise dispose of the Project, in
whole or in part, prior to the last maturity
date of the Local Bonds.

-4 -



BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

ROSS-RECEIPT FOR BONDS AND BOND PROCEEDS

The undersigned, DANIEL B. YONKOSKY, Director of the West Virginia
Water Development Authority (the "Authority"), for and on behalf of the Authority and
ROBERT L. GROVE, SR., Chairman of Berkeley County Public Service Sewer District
(the "Issuer"), for and on behalf of the Issuer, hereby certify as follows:

1. On the 5th day of October, 1994, the Authority received the Berkeley
County Public Service Sewer District Sewer Revenue Bonds, Series 1994 A (West Virginia
Water Development Authority), issued in the principal amount of $494,288, as a singie,
fully registered Bond, numbered AR-1 and dated October 5, 1994 (the "Bonds™).

2. At the time of such receipt of the Bonds upon original issuance, the Bonds
had been executed by Robert L. Grove, Sr., as Chairman of the Issuer, and by Mary
Collins, as Secretary of the Issuer, by their respective manual 51gnatures and the official
seal of the Issuer had been affixed upon the Bonds.

3. The Issuer has received and hereby acknowledges receipt from the
Authority, as the original purchaser of the Bonds, of the proceeds of the Bonds in the
aggregate principal amount of $494,288 (100% of par value), there being no interest
accrued thereon.



WITNESS our respective signatures on this Sth day of October, 1994.

WEST VIRGINIA WATER DEVELOPMENT

AUTHORITY
Director D) NS
BERKELEY COUNTY PUBLIC SERVICE SEWER
DISTRICT
Mgé/ %A& &

Chairman

09/30/94

BCAC.D2

067740/94003



BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

DIRECTION TO AUTHENTICATE AND DELIVER BONDS

One Valley Bank, National Association,
as Bond Registrar
Charleston, West Virginia

Ladies and Gentlemen:
There are delivered to you herewith:

(1) Bond No. AR-1, constituting the entire original issue of the
Berkeley County Public Service Sewer District Sewer Revenue Bonds,
Series 1994 A, in the principal amount of $494,288, dated October 5, 1994
(the "Bonds"), executed by the Chairman and Secretary of Berkeley County
Public Service Sewer District (the "Issuer") and bearing the official seal of the
Issuer, authorized to be issued under and pursuant to a Bond Resolution duly
adopted by the Issuer on October 3, 1994, and a Supplemental Resolution duly
adopted by the Issuer on October 3, 1994 (collectively, the "Bond
Legislation");

(2) A copy of the Bond Legislation authorizing the above-captioned
Bond issue, duly certified by the Secretary of the Issuer;

(3) Executed counterparts of a Joan agreement dated October 5,
1994, by and between the West Virginia Water Development Authority (the
"Authority") and the Issuer (the "Loan Agreement"); and

{(4) An executed opinion of nationally recognized bond counse]
regarding the validity of the Loan Agreement and the Bonds.

You are hereby requested and authorized to deliver the Bonds to the Authority
upon payment to the account of the Issuer of the sum of $494,288, representing the agreed
purchase price of the Bonds, there being no accrued interest thereon. Prior to such delivery
of the Bonds, you will please cause the Bonds to be authenticated and registered by an
authorized officer, as Bond Registrar, in accordance with the form of Certificate of
Authentication and Registration thereon.



Dated this 5th day of October, 1994.

BERKELEY COUNTY PUBLIC SERVICE

SEWER DISTRICT
. p
_ v/fg’,é.//f U s £ N
Chairman "

09/27/94
BCAC.E1
067740/93003



(SPECIMEN SERIES 1994 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
SEWER REVENUE BOND, SERIES 1994 A
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY)

No. AR-1 $494 288

KNOW ALL MEN BY THESE PRESENTS: That BERKELEY COUNTY
PUBLIC SERVICE SEWER DISTRICT, a public corporation and political subdivision of
the State of West Virginia in Berkeley 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 FOUR HUNDRED NINETY-FOUR THOUSAND TWO
HUNDRED EIGHTY-EIGHT DOLLARS ($494,288), in installments on October 1 of each
year, as set forth on the "Schedule of Annual Debt Service" attached as Exhibit A hereto
and incorporated herein by reference with interest on each installment at the rate per annum
set forth on said Exhibit A.

The interest on each installment shall run from the original date of delivery of
this Bond to the Authority and payment therefor, and until payment of such installment, and
such interest shall be payable on April 1 and October 1 in each year, beginning April 1,
1995. 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”). The interest on this Bond is payable by check or draft of the Paying Agent mailed
to the registered owner hereof at the address as it appears on the books of One Valley Bank,
National Association, Charleston, West Virginia, as registrar (the "Registrar"), on the
15th day of the month next preceding an interest payment date, or by such other method as
shall be mutually agreeable so long as the Authority is the Registered Owner hereof.

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority, and upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement between
the Issuer and the Authority, dated October 5, 1994.

This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of certain improvements and extensions to the existing public sewerage facilities
of the Issuer (the "Project”); and (ii) to pay certain costs of issuance of the Bonds of this
Series (the "Bonds") and related costs. The existing public sewerage facilities of the Issuer,
the Project and any further improvements or extensions thereto are herein called the
"System.” This Bond is issued under the authority of and in full compliance with the



Constitution and statutes of the State of West Virginia, including particularly Chapter 16,
Article 13A of the West Virginia Code of 1931, as amended (the "Act"), and a Bond
Resolution duly adopted by the Issuer on October 3, 1994, and a Supplemental Resolution
duly adopted by the Issuer on October 3, 1994 (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 PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE FOLLOWING OUTSTANDING SEWER REVENUE BONDS
OF THE ISSUER:

() SEWER REVENUE BONDS, SERIES 1986 A, DATED
MARCH 7, 1986, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $3,290,658 (THE "SERIES 1986 A BONDS");

(i) SEWER REVENUE BONDS, SERIES 1986 C, DATED
MARCH 7, 1986, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $800,000 (THE "SERIES 1986 C BONDS"); AND

(ii) SEWER REVENUE BONDS, SERIES 1990 A, DATED
MAY 3, 1990, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $828,629 (THE "SERIES 1990 A BONDS").

THE SERIES 1986 A BONDS, THE SERIES 1986 C BONDS AND THE
SERIES 1990 A BONDS ARE HEREINAFTER COLLECTIVELY CALLED THE "FIRST
LIEN BONDS."

THIS BOND IS ISSUED SENIOR AND PRIOR WITH RESPECT TO
LIENS, PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, TO THE FOLLOWING OUTSTANDING SEWER REVENUE BONDS AND
NOTES OF THE ISSUER:

(i) SEWER REVENUE BONDS, SERIES 1986 B, DATED
MARCH 7, 1986, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $1,638,194 (THE "SERIES 1986 B BONDS");

(i) SEWER REVENUE BONDS, SERIES 1990 B, DATED
MAY 3, 1990, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $38,669 (THE "SERIES 1990 B BONDS"); AND

(ii) SEWERAGE SYSTEM BOND ANTICIPATION AND
CONSTRUCTION NOTES, SERIES 1994, DATED OCTOBER 4, 1994,



ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$5,000,000 (THE "NOTES").

THE SERIES 1986 A BONDS, THE SERIES 1986 C BONDS, THE
SERIES 1990 A BONDS, THE SERIES 1986 B BONDS, THE SERIES 1990 B BONDS
AND THE NOTES ARE HEREINAFTER COLLECTIVELY CALLED THE "PRIOR
BONDS."

This Bond is payabie only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on
parity with the pledge of Net Revenues in favor of the holders of the First Lien Bonds, and
from moneys in the reserve account created under the Bond Legislation for the Bonds (the
"Series 1994 A Bonds Reserve Account") and unexpended proceeds of the Bonds. Such Net
Revenues shall be sufficient to pay the principal of and interest on all bonds which may be
issued pursuant to the Act and shall be set aside as a special fund hereby pledged for such
purpose. This Bond does not constitute a corporate indebtedness of the Issuer within the
meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same or the interest hereon except from said special fund provided from
the Net Revenues, the moneys in the Series 1994 A Bonds Reserve Account and unexpended
proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has covenanted and
agreed to establish and maintain just and equitable rates and charges for the use of the
System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 115% of the
maximum amount payable in any year for principal of and interest on the Bonds and all
other obligations secured by a lien on or payable from such revenues prior to or on a parity
with or junior to the Bonds, including the Prior Bonds; provided however, that so long as
there exists in the Series 1994 A Bonds Reserve Account an amount at least equal to the
maximum amount of principal and interest which will become due on the Bonds in the then
current or any succeeding year, and in the respective reserve accounts established for any
other obligations outstanding prior to or on a parity with or junior to the Bonds, including
the Prior Bonds, an amount at least equal to the requirement therefor, such percentage may
be reduced to 110%. The Issuer has entered into certain further covenants with the
registered owners of the Bonds for the terms of which reference is made to the Bond
Legislation. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Bond Legislation, to which reference is here made for a detailed description
thereof.

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



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

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law and the
Bond Legislation, shall be applied solely to payment of the costs of the Project and costs
of issuance hereof described in the Bond Legislation, and there shall be and hereby is
created and granted a lien upon such 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 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 Net Revenues of
the System has been pledged to and will be set aside into said special fund by the Issuer for
the prompt payment of the principal of and interest on this Bond.

All provisions of the 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, BERKELEY COUNTY PUBLIC SERVICE
SEWER DISTRICT has caused this Bond to be signed by its Chairman and its corporate
seal to be hereunto affixed and attested by its Secretary, and has caused this Bond to be
dated October 5, 1994,

[SEAL]

Chairman

ATTEST:

Secretary



CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1994 A Bonds described in the within-
mentioned Bond Legisiation and has been duly registered in the name of the registered
owner set forth above, as of the date set forth below.

Date: October 5, 1994,
ONE VALLEY BANK, NATIONAL

ASSOCIATION,
as Registrar

Authorized Officer



EXHIBIT A - SCHEDULE OF ANNUAL DEBT SERVICE

West Virginia Water Development Authority
1994 Series A Local Loan Program
Debt Service Schedule - Berkeley County Public Service Sewer District

Closing October 5, 1994
Total Amount Borrowed: $494,288.00

Debt
_Date Coupon Principal Interest Service

10/1/95 6.75% 0.00 32,993.70 32,993.70
10/1/96 6.75% 3,042.31 33,364.42 36,406,73
10/1/97 6.75% 3,247.67 33,159.06 36,406.73
10/1/98 6.75% 3,466.89 32,939.84 36,406.73
10/1/99 6.75% 3,700.91 32,705.82 36,406.73
10/1/00 6.75% 3,950.72 32,456.01 36,406.73
10/1/01 6.75% 4,217.39 32,189.34 36,406.73
10/1/02 6.75% 4,502,06 31,904.67 36,406.73
10/1/03 6.75% 4,805.95 31,600.78 36,406.73
10/1/04 6.75% 5,130.35 31,276.38 36,406.73
10/1/05 6.75% 5,476.65 30,930.08 36,406.73
10/1/06 6.75% 5,846.32 30,560.41 36,406.73
10/1/07 6.75% 6,240.95 30,165.78 36,406.73
10/1/08 6.75% 6,662.21 29,744.52 36,406.73
10/1/09 6.75% 7.111.91 29,294.82 36,406.73
10/1/10 6.75% 7.591.96 28,814.77 36,406.73
10/1/11 6.75% 8,104.42 28,302.31 36,406.73
10/1/12 6.75% 8,651.46 27,7155.26 36,406.72
10/1/13 6.75% 9,235.44 27,171.29 36,406.73
10/1/14 6.75% 9,858.83 26,547.90 36,406.73
10/1/15 6.75% 10,524.30 25,882.43 36,406.73
10/1/16 6.75% T 11,234.69 25,172.04 36,406.73
10/1/17 6.75% 11,993.03 24,413.70 36,406.73
10/1/18 6.75% 12,802.56 23,604.17 36,406.73
10/1/19 6.75% 13,666.72 22,740.00 36,406.72
10/1/20 6.75% 14,589.23 21,817.50 36,406.73
10/1/21 6.75% 15,574.00 20,832.73 36,406.73
10/1/22 6.75% 16,625.24 19,781.48 36,406.72
10/1/23 6.75% 17,747.45 18,659.28 36,406.73
10/1/24 6.75% 18,945.39 17,461.33 36,406.72
1/1/25 6.75% 20,224.21 16,182.52 36,406.73
10/1/26 6.75% 21,589.34 14,817.39 36,406.73
10/1/27 6.75% 23,046.62 13,360.11 36,406.73
10/1/28 6.75% 24,602.27 11,804.46 36,406.73
10/1/29 6.75% 26,262.92 10,143.81 36,406.73
10/1/30 6.75% 28,035.67 8,371.06 36,406.73
10/1/31 6.75% 29,928.08 6,478.65 36,406.73
10/1/32 6.75% 31,948.22 4,458.50 36,406.72
10/1/33 6.75% 34,103.66 2,302.00 36,405.66

$494,238.00 $922,160.32 $1.416,448.32

Prepared 9/27/94
7.

Avg Coup - 6.75%
TIC = 6.741307%
NIC = 6.750000%

Yield = 6.741307%
WAM = 27,64 vrs.




ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint

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

Dated:

In the presence of:







STEPTOE & JORANSON

ATTORNEYS AT Law

SIXTH FLOOR
SEVENTH FLOOR, BANK DNE CENTER

P, 0. BOX |588 BANK ONE CENTER
CraRLESTON, W. VA, 25026-1588
(3041 353-8000

FACSIMILE 1304) 353-8180 GLARKSBUHG, W. Va. 26302-2100

P.O. BOX 2190

1D0G HAMFTON CENTER (304) 624-8000

P. o, BO.X lfne FACSIMILE (304) 624-8183
MorGgANTOWK, W.VA. 268071010
1304} 598-8000
FACSIMILE t304) 558-8118

October 5, 1994

126 EAST BURKE STREET
P.0. BOX 2629
MARTINSBURG, W.VA. 26401-6420
1304) 263-699
FACS:MILE (304 263-4785

104 WEST CONGRESS STREET
F. 0. BOX 100
Cnarcrs Toww, W. VA, 254140100
1304} 725-1414
FACSIMILE 304 725-1913

THE BRYAN CENTRE
P.O. 80X 570
G2 WEST WASHINGTON STREET. FOURTH FLOGR
HAGERSTOWN. MARYLAND 217400570
(3071 729-8600
FACSEMILE (301 729-8742

FOURTH FLOOR - RILEY BUILOING
14T+ AND CHAPRLINE STREETS
P O.BOX (80
WHEELING. W, Vi, 260013-0020

13041 233-0000
FACSIMILE (3042 2330014

WRITER'S DIRECT ClAL NUMBER

Berkeley County Public Service Sewer District
Sewer Revenue Bonds, Series 1994 A

(West Virginia Water Development Authority)

West Virginia Water Development Authority
1201 Dunbar Avenue
Dunbar, West Virginia 25064

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Berkeley County
Public Service Sewer District (the "Issuer"), a public service district and public corporation and political
subdivision created and existing under the laws of the State of West Virginia, of its $494,288 Sewer
Revenue Bonds, Series 1994 A (West Virginia Water Development Authority), dated the date hereof (the
"Bonds").

We have examined the law and certified copies of proceedings and other papers relating
to the authorization of a loan agreement, dated October 5, 1994, including all schedules and exhibits
attached thereto (the "Loan Agreement"), between the Issuer and the West Virginia Water Development
Authority (the "Authority"”) and the Bonds, which are to be purchased by the Authority in accordance
with the provisions of the Loan Agreement. The Bonds are originally issued in the form of one bond,
registered as to principal and interest to the Authority, with interest payable April 1 and October 1 of
each year, commencing April 1, 1995, at the rate of 6.75% per annum, and with principal instaliments
payable on October 1 of each year, commencing October 1, 1996, and ending October 1, 2033, all as
set forth in "Schedule X," attached to the Looan Agreement and incorporated in and made a part of the
Bonds.

The Bonds are issued under the authority of and in full compliance with the Constitution
and statutes of the State of West Virginia, including particularly, Chapter 16, Article 13A of the
West Virginia Code of 1931, as amended (the "Act"), for the purposes of (i) paying a portion of the
costs of acquisition and construction of certain improvements and extensions to the existing public
sewerage facilities of the Issuer (the "Project"); and (ii) paying certain costs of issuance and related costs.



West Virginia Water Development Authority
Page 2

We have also examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on October 3, 1994, as supplemented by a Supplemental Resolution duly adopted
by the Issuer on October 3, 1994 (collectively, the "Bond Legislation"), pursuant to and under which Act
and Bond Legislation the Bonds are authorized and issued, and the Loan Agreement has been entered
into. The Bonds are subject to redemption prior to maturity to the extent, at the time, under the
conditions and subject to the limitations set forth in the Bond Legislation and the Loan Agreement.

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 Internal 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 upon our examination of such other documents as we have
deemed necessary, we are of the opinion, under existing law, as follows:

l. The Issuer is a duly created and validly existing public service district, public
corporation and political subdivision of the State of West Virginia, with corporate power and authority
to acquire and construct the Project, to operate and maintain the System referred to in the Loan
Agreement and to issue and sell the Bonds, all under the Act and other applicable provisions of law.

2. The Loan Agreement has been duly authorized by and executed on behalf of the
Issuer, is a valid and binding special obligation of the Issuer enforceable in accordance with the terms
thereof, and inures to the benefit of the Authority and cannot be amended so as to affect adversely the
rights of the Authority or diminish the obligations of the Issuer without the written consent of the
Authority.

3. The Bond Legislation and all other necessary orders and resolutions have been
duly and effectively adopted by the Issuer and constitute valid and binding obligations of the Issuer
enforceable upon the Issuer. The Bond Legislation contains provisions and covenants substantially in the
form of those set forth in Section 4.1 of the Loan Agreement.

4. The Bonds have been duly authorized, issued, executed and delivered by the
Issuer to the Authority and are valid, legally enforceable and binding special obligations of the Issuer,
payable from the Net Revenues of the System referred to in the Bond Legisiation and secured by a first
lien on and pledge of the Net Revenues of said System, on a parity with respect to liens, pledge and
source of and security for payment with the Issuer’s (i) Sewer Revenue Bonds, Series 1986 A, dated
March 7, 1986, (ii) Sewer Revenue Bonds, Series 1986 C, dated March 7, 1986, and (iii) Sewer Revenue
Bonds, Series 1990 A, dated May 3, 1990, and senior and prior with respect to liens, pledge and source
of and security for payment to the Issuer’s (a) Sewer Revenue Bonds, Series 1986 B, dated March 7,
1986, (b) Sewer Revenue Bonds, Series 1990 B, dated May 3, 1990, and (c) Sewerage System Bond
Anticipation and Construction Notes, Series 1994, dated October 4, 1994, all in accordance with the
terms of the Bonds and the Bond Legislation.

5. 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 the Code and (b) is
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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 the Certificate as to Arbitrage, and other certificates delivered in connection with 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.

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

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

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

Very truly yours,

STEPTOE & JOHNSON

10/02/94
BCAJ.F3
067740/94003
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Martinsburg, West Virginia 25401-1286
Telecopier: (304) 267-0731 » Evening Service: (304) 264-2496
Telephone: (304) 267-8985

Octaber 5, 1994

Berkeley County Public Service Sewer District
Sewer Revenue Bonds, Series 1994 A

(West Virginia Water Development Authority)

West Virginia Water Development Authority
1201 Dunbar Avenue
Dunbar, West Virginia 25064

Steptoe & Johnson
Post Office Box 2190
Clarksburg, West Virginia 26302

Ladies and Gentlemen:

We are counsel to Berkeley County Public Service Sewer District, a public service
district, in Berkeley County, West Virginia {the "Issuer"). As such counsel, we have examined
copies of the approving opinion of Steptoe & Johnson, as bond counsel, a loan agreement dated
October 3, 1994, including all schedules and exhibits attached thereto, by and between the West
Virginia Water Development Authority (the " Authority”) and the Issuer (the "Loan Agreement"),
the Bond Resolution duly adopted by the Issuer on October 3, 1994, as supplemented by the
Supplemental Resolution duly adopted by the Issuer on October 3, 1994 (collectively, the "Bond
Legislation"), and other documents, papers, agreements, instruments and certificates relating to
the above-captioned Bonds of the Issuer (the "Bonds") and orders of The County Commission
of Berkeley County relating to the Issuer and the appointment of members of the Public Service
Board of the Issuer. Capitalized terms used herein and not otherwise defined herein shall have
the same meaning set forth in the Bond Legislation and the Loan Agreement when used herein.

We are of the opinion that:

Practicing In West Virginla, Maryland, Virginia, Pennsylvania and the Disirict of Columbia

Charles Town; Commercial; Real Estate: Maryland Office;

119 East Liberty Street Post Office Box 1085 217 West Burke Street 103 West Franklin Street
Charles Town, WV 25414 Martinsburg, WV 25401 Martinsburg, WV 25401 Hagerstown, MD 21740
Telephone: (304) 725-0096 Telephone: (304) 263-1911 Telephone: (304) 267-3933 Telephone: (301) 293-288%
Telecopier: (304) 728-6267 Telecopier: (304) 267-8527 Telecopier: (304) 267-9160 Telecopier: (304) 267-0731
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1. The Issuer is duly created and validly existing as a public service district and as
a public corporation and political subdivision of the State of West Virginia,

2. The Loan Agreement has been duly authorized, executed and delivered by the
Issuer and, assuming due authorization, execution and delivery by the Authority, constitutes a
valid and binding agreement of the Issuer enforceable in accordance with its terms.

3. The members and officers of the Public Service Board of the Issuer have been
duly, lawfully and properly appointed and elected, have taken the requisite oaths, and are
authorized to act in their respective capacities on behalf of the Issuer.

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

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

6. The Issuer has received all permits, licenses, approvals, consents, exemptions,
orders, certificates and authorizations necessary for the creation and existence of the Issuer, the
issuance of the Bonds, the acquisition and construction of the Project, the operation of the
System and the imposition of rates and charges, including, without limitation, all requisite
orders, certificates and approvals from The County Commission of Berkeley County and the
Public Service Commission of West Virginia, and the Issuer has taken any other action required
for the imposition of such rates and charges, including, without limitation, the adoption of a
resolution prescribing such rates and charges. The time for appeal of the Final Orders of the
Public Service Commission of West Virginia entered August 23, 1994, August 30, 1994, and
September 1, 1994, in Case No. 93-0619-PSD-CN, among other things, approving and
consenting to the issuance of the Bonds and granting to the Issuer a certificate of public
convenience and necessity for the Project has expired prior to the date hereof without any

appeal.
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7. The Issuer has duly published a notice of the acquisition and construction of the
Project, the issuance of the Bonds and related matters, as required under Chapter 16, Article
13A, Section 25 of the West Virginia Code of 1931, as amended, and has duly complied with
the provisions thereof.

8. Except as stated below, 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 Loan Agreement, the Bonds and the Bond Legislation, the
acquisition and construction of the Project, the operation of the System or the validity of the
Bonds or the collection or pledge of the Net Revenues therefor. There is pending before the
Circuit Court of Berkeley County a civil action entitled Brad B. Hansen v. Berkeley County
Public Service Sewer District; Karl J. Keller and Fenton B. O’Neill (Civil Action No. 94-C-
128), wherein Mr. Hansen, a former employee of the Issuer, has alleged wrongful discharge,
defamation and retaliatory discharge and intentional infliction of emotional distress. Mr. Hansen
seeks relief in the form of compensatory and punitive damages. We have reviewed the
complaint filed by Mr. Hansen and consulted with the appropriate officers of the Issuer. Based
upon such review and consultations, it is our opinion that this action is without merit.

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

them.
Sincerely,
MARTIN & SEIBERT, L.C.
(,*7 ‘ })
~—George’V. Piper \
jak
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BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

GENERAL CERTIFICATE OF ISSUER AND ATTORNEY ON:

TERMS

NO LITIGATION

GOVERNMENTAL APPROVALS AND BIDDING
NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME

LAND AND RIGHTS-OF-WAY

MEETINGS, ETC.

. CONTRACTORS’ INSURANCE, ETC.

10. LOAN AGREEMENT

11. RATES

12.  PUBLIC SERVICE COMMISSION ORDER

13.  SIGNATURES AND DELIVERY

14. BOND PROCEEDS

15. PUBLICATION OF NOTICE OF BORROWING AND PSC FILING
16. PRIVATE USE OF FACILITIES

17.  NO FEDERAL GUARANTY

18. IRS INFORMATION RETURN

19. SPECIMEN BOND

20. CONFLICT OF INTEREST

21. GRANTS

VNN E W~

We, the undersigned CHAIRMAN and the undersigned SECRETARY of the
Public Service Board of Berkeley County Public Service Sewer District, in Berkeley
County, West Virginia (the "Issuer"), and the undersigned ATTORNEY for the Issuer,
hereby certify in connection with the $494,288 Berkeley County Public Service Sewer
District Sewer Revenue Bonds, Series 1994 A (West Virginia Water Development
Authority) (the "Bonds"), as follows:

1. TERMS: All capitalized words and terms used in this General
Certificate and not otherwise defined shall have the same meaning as in the Bond Resolution
of the Issuer duly adopted October 3, 1994, and a Supplemental Resolution of the Issuer
duly adopted October 3, 1994 (collectively, the "Bond Legislation™).

2.  NO LITIGATION: Except as stated below, no controversy or litigation
of any nature is now pending or threatened, restraining, enjoining or affecting in any
manner the issuance, sale or delivery of the Bonds, the acquisition or construction of the
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Project, the operation of the System, the receipt of the Grant proceeds or the Net Revenues,
or in any way contesting or affecting the validity of the Bonds or the Grants, or any
proceedings of the Issuer taken with respect to the issuance or sale of the Bonds, the pledge
or application of the Net Revenues or any other moneys or security provided for the
payment of the Bonds or the existence or the powers of the Issuer insofar as they relate to
the authorization, sale and issuance of the Bonds, the acquisition and construction of the
Project, the operation of the System, the receipt of the Grant proceeds or the pledge or
application of moneys and security or the collection of the Net Revenues or pledge thereof.
There is pending before the Circuit Court of Berkeley County a civil action entitled Brad B.
Hansen v. Berkeley County Public Service Sewer District; Karl J. Keller and Fenton B.
O’Neill (Civil Action No. 94-C-128), wherein Mr. Hansen, a former employee of the
Issuer, has alleged wrongful discharge, defamation and retaliatory discharge and intentional
infliction of emotional distress. Mr. Hansen seeks relief in the form of compensatory and
punitive damages. The undersigned attorney of the Issuer has reviewed the complaint filed
by Mr. Hansen and consuited with the appropriate officers of the Issuer. Based upon such
review and consultations, it is the opinion of the undersigned attorney that this action is
without merit.

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

4. NOADVERSEFINANCIAL CHANGE; INDEBTEDNESS: There has
been no adverse change in the financial condition of the Issuer since the approval and
execution and delivery by the Issuer of the Loan Agreement, and the Issuer has met all
conditions prescribed in the Loan Agreement entered into between the Issuer and the
Authority.

There are outstanding obligations of the Issuer which will rank either on a
parity with or junior and subordinate to the Series 1994 A Bonds as to liens, pledge and
source of and security for payment, which obligations are designated and have the lien
positions with respect to the Series 1994 A Bonds as follows:



Designation

Sewer Revenue Bonds, Series 1986 A, dated
March 7, 1986, issued in the original aggregate
principal amount of $3,290,658 (the
"Series 1986 A Bonds");

Sewer Revenue Bonds, Series 1986 C, dated
March 7, 1986, issued in the original aggregate
principal amount of $800,000 (the
"Series 1986 C Bonds");

Sewer Revenue Bonds, Series 1990 A, dated
May 3, 1990, issued in the original aggregate
principal amount of $828,629 (the
"Series 1990 A Bonds");

Sewer Revenue Bonds, Series 1986 B, dated
March 7, 1986, issued in the original aggregate
principal amount of $1,638,194 (the
"Series 1986 B Bonds™); and

Sewer Revenue Bonds, Series 1990 B, dated
May 3, 1990, issued in the original aggregate
principal amount of $38,669 (the
"Series 1990 B Bonds").

Sewerage System Bond Anticipation and
Construction Notes, Series 1994, dated
October 4, 1994, issued in the original
aggregate principal amount of $5,000,000 (the
“"Notes").

The Series 1986 A Bonds, the Series 1986 C Bonds and the Series 1990 A
Bonds are hereinafter collectively called the "First Lien Bonds"; the Series 1986 B Bonds
and the Series 1990 B Bonds are hereinafter collectively called the "Second Lien Bonds™;
and the Notes are herein called the "Third Lien Bonds". The First Lien Bonds, the Second

Lien Position

First Lien

First Lien

First Lien

Second Lien

Second Lien

Third Lien

Lien Bonds and the Notes are hereinafier collectively called the "Prior Bonds."

The Series 1994 A Bonds shall be issued on a parity with the First Lien Bonds,
and senior and prior to the Second Lien Bonds and the Third Lien Bonds with respect to
liens, pledge and source of and security for payment and in all other respects. The Issuer
has met the parity test requirements of the First Lien Bonds and the resolutions authorizing

3.



the First Lien Bonds. The Issuer has also obtained the consent of the Holders of the First
Lien Bonds to the issuance of the Series 1994 A Bonds on a parity with the First Lien
Bonds, Other than the Prior Bonds, there are no outstanding bonds or obligations of the
Issuer which are secured by revenues or assets of the System.

The Notes were issued to temporarily finance a portion of the Costs of the
Project and a second project of the Issuer known as the "Airport/Pikeview Project" expected
to commence within the next several months. No proceeds of the Series 1994 A Bonds
shall be used on the "Airport/Pikeview Project". The Notes are payable solely from
proceeds of sewer revenue bonds anticipated to be issued by the Issuer to the West Virginia
State Revolving Fund Program and the West Virginia Housing Development Fund and
Surplus Revenues, if any (as hereinafter defined).

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

Orders of Berkeley County Commission proposing the
creation of and creating Berkeley County Public Service Sewer

District.

Orders of Berkeley County Comimission appointing
current members to Public Service Board.

Qaths of Office of current members of Public Service
Board.

Bond Resotution.

Supplemental Resolution.

Rules of Procedure.

Affidavit of Publication on Borrowing.

Minutes of Current Year Organizational Meeting.

Minutes on Adoption of Bond Resolution and
Supplemental Resolution.

Loan Agreement.



NPDES Permit.
EPA Grant Agreement, with Part B Amendment.
Evidence of Appalachian Regional Commission Grant.

Public Service Commission Orders entered August 23,
1994, August 30, 1994, and September 1, 1994.

Prior Resolutions.
Consent of Prior Bondholders to Issuance of Parity Bonds.

6. INCUMBENCY AND OFFICIAL NAME: The proper corporate title
of the Issuer is "Berkeley County Public Service Sewer District.”" The Issuer is a public
service district and public corporation duly created by The County Commission of Berkeley
County and presently existing under the laws of, and a public corporation and political
subdivision of, the State of West Virginia. The governing body of the Issuer is its Public
Service Board consisting of 3 duly appointed, qualified and acting members whose names
and dates of commencement and termination of current terms of office are as follows:

Date of Date of
Commencement Termination
Name of Office of Office
Robert L. Grove, Sr. July 1, 1993 June 30, 1999
Mary Collins July 1, 1993 June 30, 1998
Karl Keller December 1, 1991 June 30, 1997

The names of the duly elected and/or appointed, qualified and acting officers
of the Public Service Board of the Issuer for the calendar year 1994 are as follows:

Chairman - Robert L. Grove, Sr.
Secretary - Mary Collins
Treasurer - Karl Keller

The duly appointed and acting counsel to Issuer is Martin & Seibert,
Martinsburg, West Virginia.

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

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

9. CONTRACTORS’ INSURANCE, ETC.: All contractors have been
required to maintain Worker’s Compensation, public liability and property damage
insurance, and builder’s risk insurance where applicable, in accordance with the Bond
Legislation. All insurance for the System required by the Bond Legislation and the Loan
Agreement is in full force and effect. The System is not presently covered by policies of
flood or business interruption insurance, but will be if such coverages are available at
reasonable cost. The Issuer shall deliver to the Authority evidence of fidelity bonds
covering all persons who shall have access or control over the Issuer’s funds.

10. LOAN AGREEMENT: As of the date hereof, (i) the representations
of the Issuer contained in the Loan Agreement are true and correct in all material respects
as if made on the date hereof; (ii) the Loan Agreement does not contain any untrue
statement of a material fact or omit to state any material fact necessary to make the
statements therein, in light of the circumstances under which they were made, not
misleading; (iii) to the best knowledge of the undersigned, no event affecting the Issuer has
occurred since the date of the Loan Agreement which should be disclosed for the purpose
for which it is to be used or which it is necessary to disclose therein in order to make the
statements and information in the Loan Agreement not misleading; and (iv) the Issuer is in
compliance with all covenants, terms and representations made in the Loan Agreement.

11. RATES: The Issuer has received the Final Order of the Public Service
Commission of West Virginia entered on August 23, 1994, in Case No. 93-0619-PSD-CN,
approving the rates and charges for the services of the System, and has adopted a resolution
prescribing such rates and charges. The time for appeal of such Final Order has expired
prior to the date hereof without any appeal.



12. PUBLIC SERVICE COMMISSION ORDER: The Issuer has received
the Final Orders of the Public Service Commission of West Virginia entered on August 23,
1994, August 30, 1994, and September 1, 1994, in Case No. 93-0619-PSD-CN, granting
to the lssuer a certificate of convenience and necessity for the Project. The time for appeal
of such Final Orders has expired prior to the date hereof without any appeal.

13.  SIGNATURES AND DELIVERY: On the date hereof, the undersigned
Chairman did officially sign all of the Bonds of the aforesaid issue, consisting upon original
issnance of a single Bond, numbered AR-1, dated the date hereof, by his manual signature,
and the undersigned Secretary did officially cause the official seal of the Issuer to be affixed
upon said Bonds and to be attested by his manual signature, and the Registrar did officially
authenticate and deliver the Bonds to a representative of the Authority as the original
purchaser of the Bonds under the Loan Agreement. Said official seal is also impressed
above the signatures appearing on this certificate.

14. BOND PROCEEDS: On the date hereof, the Issuer received from the
Authority the agreed purchase price of the Bonds, being $494,288 (100% of par value),
there being no interest accrued thereon.

15. PUBLICATION OF NOTICE OF BORROWING AND PSC FILING:
The Issuer has published any required notice with respect to, among other things, the
acquisition and construction of the Project, anticipated user rates and charges, the issuance
of the Bonds and filing of a formal application for a certificate of public convenience and
necessity with the Public Service Commission of West Virginia, in accordance with
Chapter 16, Article 13A, Section 25 of the Official West Virginia Code of 1931, as
amended.

16. PRIVATE USE OF FACILITIES: The Issuer shall at all times take,
and refrain from taking, and shall not fail to take, any and all actions to assure the initial
and continued tax-exempt status of the Bonds and the interest thereon. Less than 10% of
the proceeds of the Bonds will be used, directly or indirectly, for any private business use,
and less than 10% of the payment of principal of, or the interest on, such issue, under the
terms of such issue or any underlying arrangement, is, directly or indirectly, secured by any
interest in property used or to be used for a private business use, payments in respect of
such property, or to be derived from payments (whether or not to the Issuer) in respect of
property, or borrowed money, used or to be used for a private business use. None of the
proceeds of the Bonds will be used, directly or indirectly, for any private business use
which is not related to the governmental use of the proceeds of the Bonds, including the
disproportionate related business use of the proceeds of the Bonds, and none of the payment
of principal of, or interest on, such issue, under the terms of such issue or any underlying
arrangement, is, directly or indirectly, secured by any interest in property used or to be
used for a private business use, payments in respect of such property, or to be derived from
payments (whether or not to the Issuer) in respect of property, or borrowed money, used
or to be used for a private business use with respect to such private business use, which is
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not related to any government use of such proceeds, including the disproportionate related
business use of the issue of the Bonds. None of the proceeds of the issue of the Bonds will
be used, directly or indirectly, to make or finance loans to persons other than governmental
units. For purposes of this paragraph, private business use means use, directly or
indirectly, in a trade or business carried on by any person, including related persons, other
than a governmental unit, other than use as a member of the general public. All of the
foregoing have been and are to be determined in accordance with and within the meaning
of the Internal Revenue Code of 1986, as amended (inciuding any amendments and
successor provisions and the rules and regulations thereunder, the "Code"),

17. NO FEDERAL GUARANTY: The Bonds are not and will not be, in
whole or part, directly or indirectly, federally guaranteed within the meaning of
Section 149(b) of the Code.

18. IRS INFORMATION RETURN: On the date hereof, the
undersigned Chairman did officially execute a properly completed IRS Form 8038-G in
connection with the Bonds and will cause such executed Form 8038-G to be filed in a timely
manner pursuant to Section 149(e) of the Code with the Internal Revenue Service Center,
Philadelphia, Pennsylvania. The information contained in such executed Form 8038-G is
true, correct and complete.

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

20. CONFLICT OF INTEREST: No member, officer or employee of the
Issuer has a substantial financial interest, direct, indirect or By reason of ownership of stock
in any corporation, in any contract with the Issuer or in the sale of any land, materials,
supplies or services to the Issuer or to any contractor supplying the Issuer, relating to the
Bonds, the Bond Legislation and/or the Project, including, without limitation, with respect
to the Depository Bank. For purposes of this paragraph, a "substantial financial interest”
shall include, without limitation, an interest amounting to more than 5% of the particular
business enterprise or contract.

21. GRANTS: As of the date hereof, the grant from the United States
Environmental Protection Agency in the amount of $957,206 and the grant from the
Appalachian Regional Commission in the amount of $400,000, are committed and in full
force and effect.



WITNESS our signatures and the official seal of BERKELEY COUNTY
PUBLIC SERVICE SEWER DISTRICT on this 5th day of October, 1994.

[CORPORATE SEAL]

SIGNATURE QFFICIAL TITLE
A
ﬂ/f’/// @7'4/ Chairman

Secretary

Counsel to Issuer

10/03/94
BCAB.J3
067740/94003



BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

CERTIFICATE AS TO ARBITRAGE

I, Robert L. Grove, Sr., Chairman of the Public Service Board of Berkeley
County Public Service Sewer District, in Berkeley County, West Virginia (the "Issuer"),
being one of the officials of the Issuer duly charged with the responsibility for the issuance
of $494,288 aggregate principal amount of Sewer Revenue Bonds, Series 1994 A, of the
Issuer, dated October 5, 1994 (the "Bonds"), hereby certify as follows:

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 under any predecessor thereto (the "Code"). I am
one of the officers of the Issuer duly charged with the responsibility of issuing the Bonds.
I am familiar with the facts, circumstances and estimates herein certified and am duly
authorized to execute and deliver this certificate on behalf of the Issuer. Capitalized terms
used herein and not otherwise defined herein shall have the same meaning as set forth in the
Bond Resolution duly adopted by the Issuer on October 3, 1994 (the "Bond Resolution"),
authorizing the Bonds.

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 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 October 5, 1994, the date on which the Bonds are
to be physically delivered in exchange for the issue price 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 Resolution pursuant to which the Bonds are issued, the
Issuer has covenanted 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 Bonds which would cause the Bonds to
be "arbitrage bonds" within the meaning of Section 148 of the Code, and (ii) it will take all
actions that may be required of it (including, without implied limitation, the timely filing
of a federal information return with respect to the Bonds) 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. The Issuer has,
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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
Sections 103 and 148 of the Code.

6.  The Bonds were sold on October 5, 1994, to the West Virginia Water
Development Authority (the "Authority") pursuant to a loan agreement dated October 5,
1994, by and between the Issuer and the Authority, for an aggregate purchase price of
$494,288 (100% of par value), there being no accrued interest paid thereon.

7. The Bonds are being delivered simultaneously with the delivery of this
certificate and are issued for the purposes of (i) paying a portion of the costs of acquisition
and construction of certain improvements and extensions to the existing public sewerage
facilities of the Issuer (the "Project"); and (ii) paying costs of issuance of the Bonds and
related costs.

8.  The Issuer shall, on the date hereof or immediately hereafter, enter into
agreements which require the Issuer to expend in excess of $100,000 on the Project,
constituting a substantial binding commitment, or has already done so. Acquisition,
construction and equipping of the Project will commence immediately and will proceed with
due diligence to completion, and, with the exception of proceeds constituting capitalized
interest, if any, and proceeds deposited in the reserve account for the Bonds, if any, all of
the proceeds from the sale of the Bonds, together with any investment earnings thereon, will
be expended for payment of costs of the project on or before December, 1995, except as
otherwise required for rebate to the United States under Section 148(f) of the Code.
Acquisition and construction of the Project is expected to be completed by December, 1995.

9.  The total cost of the Project (including all costs of issuance of the
Bonds) is estimated at $4,624,373. Sources and uses of funds for the Project are as follows:



SOURCES

Gross Proceeds of the Bonds $ 494,288
Gross Proceeds of the SRF Bonds (or Notes) 2,772,879
EPA Grant 957,206
Appalachian Regional Commission 400,000
Total Sources $4.624.373
USES

Acquisition and Construction

of Project $4,433,154
Repayment of Loans from Authority 175,219
Capitalized Interest on

the Bonds Q-
Funded Reserve for

the Bonds -0-
Costs of Issuance 16,000

Total Uses g3624!373

Within 90 days following the delivery of the Bonds, the Issuer shall issue and
sell its sewer revenue bonds in the approximate principal amount of $2,772,879 to the
West Virginia State Revolving Fund Program (the "SRF Bonds"), the proceeds of which
will also be used to pay a portion of the costs of the Project. On October 4, 1994, the
Issuer has issued its Notes in the original aggregate principal amount of $5,000,000, the
proceeds of which would provide moneys sufficient to pay costs of Project to the extent
necessary if the SRF Bonds were not issued.

The amount of the costs of the Project not expected to be reimbursed or paid
from grant proceeds or gross proceeds of the SRF Bonds is estimated to be at least equal
to the gross proceeds of the Bonds. Except for the proceeds of the Bonds and the SRF
Bonds and the grant proceeds stated above, no other funds of the Issuer will be available
to meet costs of the Project, and no balances are available to meet such costs in any account
which may, without legislative or judicial action, be invaded to pay such expenditures
without a legislative, judicial or contractual requirement that such account be reimbursed.

10.  Pursuant to Article V of the Bond Resolution, the following special
funds or accounts have been created or continued:

(1) Revenue Fund;
{2) Operation and Maintenance Fund;

(3) Renewal and Replacement Fund;

3.
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(14)

(15)
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11.

Bond Construction Trust Fund;
Rebate Fund;
Series 1986 A Bonds Sinking Fund;

Within the Series 1986 A Bonds Sinking Fund, the Series 1986 A
Bonds Reserve Account;

Series 1986 B Bonds Sinking Fund;

Within the Series 1986 B Bonds Sinking Fund, the Series 1986 B Bonds
Reserve Account;

Series 1986 C Bonds Sinking Fund;
Series 1990 A Bonds Sinking Fund;

Within the Series 1990 A Bonds Sinking Fund, the Series 1990 A
Bonds Reserve Account;

Series 1990 B Bonds Sinking Fund;

Within the Series 1990 B Bonds Sinking Fund, the Series 1990 B Bonds
Reserve Account;

Series 1994 A Bonds Sinking Fund; and

Within the Series 1994 A Bonds Sinking Fund, the Series 1994 A
Bonds Reserve Account.

Pursuant to Article VI of the Bond Resolution, the proceeds of the

Bonds will be deposited as follows:

(1)

Bond proceeds in the amount of $-0- will be deposited in the

Series 1994 A Bonds Sinking Fund as capitalized interest and applied to
payment of interest on the Bonds during construction of the Project and for a
period not to exceed six months following completion thereof.

2

Bond proceeds in the amount of $-0- will be deposited in the

Series 1994 A Bonds Reserve Account.

3)

Bond proceeds in the amount of $175,219.34 shall be paid to the

Authority to pay in full the principal of and interest accrued on all borrowings

4.



by the Issuer from the Authority to finance the planning and design of
sewerage facilities for the System.

(4)  The balance of the proceeds of the Bonds will be deposited in the
Bond Construction Trust Fund and applied solely to payment of costs of the
Project, including costs of issuance of the Bonds and related costs, and for no
other purpose.

Amounts in the Bond Construction Trust Fund, if invested, will be invested
without yield limitation for a period necessary to complete the Project, not to exceed 3
years. All of such moneys are necessary for such purpose.

None of the proceeds of the Bonds will be used to reimburse the Issuer for
costs of the Project previously incurred and paid by the Issuer with its own funds.

12. Moneys held in the Series 1994 A Bonds Sinking Fund will be used
solely to pay principal of and interest on the Bonds, and will not be available to meet costs
of acquisition and construction of the Project. Except to the extent transferred to the Rebate
Fund at the request of the Issuer, all investment earnings on moneys in the
Series 1994 A Bonds Sinking Fund and the Series 1994 A Bonds Reserve Account will be
withdrawn therefrom, not less than once each year, and, during construction of the Project,
deposited into the Bond Construction Trust Fund, and following completion of construction
of the Project, will be deposited in the Revenue Fund, and such amounts will be applied as
set forth in the Bond Resolution.

13.  Except for the Series 1994 A Bonds Sinking Fund and the Series 1994 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 debt service 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. The Issuer does not expect that moneys in the Rebate Fund or the
Renewal and Replacement Fund will be used or needed for payments upon the Bonds, and
because such amounts may be expended for other purposes, there is no reasonable assurance
that such amounts would be available to meet debt service if the Issuer encounters financial
difficulties; thus, such amounts may be invested without yield limitation. Except as
provided herein, no funds which have been or will be used to acquire directly or indirectly
securities, obligations, annuity contracts, investment-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 desegregation plan or other
investment property producing a yield in excess of the yield on the Bonds, have been or will
be piedged to payment of the Bonds. Less than 10% of the proceeds of the Bonds, if any,
will be deposited in the Series 1994 A Bonds Reserve Account or any other reserve or
replacement fund. The amounts deposited in the Series 1994 A Bonds Reserve Account
from time to time by the Issuer will not exceed the maximum annual principal and interest

5.



on the Bonds, and will not exceed 125% of average annual principal and interest on the
Bonds. Amounts in the Series 1994 A Bonds Reserve Account, not to exceed 10% of the
proceeds of the Bonds, if invested, will be invested without yield limitation. The
establishment of the Series 1994 A Bonds Reserve Account is required by the Authority,
is vital to its purchase of the Bonds, and is reasonably required to assure payments of debt
service on the Bonds.

14.  The Issuer shall, on the date hereof or immediately hereafter, enter into
a contract for the construction of the Project, and the amount to be expended pursuant to
such contract exceeds the lesser of 2 1/2% of the estimated total Project cost financed with
proceeds from the sale of the Bonds or $100,000.

15.  Work with respect to the acquisition and construction of the Project will
proceed with due diligence to completion. Acquisition and construction of the Project is
expected to be completed within 15 months.

16.  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 Authority.

17.  With the exception of the amount deposited in the Series 1994 A Bonds
Sinking Fund for payment of interest on the Bonds, if any, and amounts deposited in the
Series 1994 A Bonds Reserve Account, if any, all of the proceeds of the Bonds will be
expended on the Project within 15 months from the date of issuance thereof.

18. The Series 1994 A Bonds Sinking Fund (other than the

Series 1994 A Bonds Reserve Account therein) is intended primarily to achieve a proper
matching of payments of debt service on the Bonds each year. The Series 1994 A Bonds
Sinking Fund (other than the Series 1994 A Bonds Reserve Account therein} will be
depleted at least once a year except for a reasonable carryover amount not in excess of the
greater of 1/12th of annual debt service on the Bonds, or 1 year’s interest earnings on the
Series 1994 A Bonds Sinking Fund (other than the Series 1994 A Bonds Reserve Account
therein). Except as otherwise allowed, any money deposited in the Series 1994 A Bonds
Sinking Fund for payment of the principal of or interest on the Bonds (other than the
Series 1994 A Bonds Reserve Account therein), will be spent within a 13-month period
beginning on the date of receipt and will be invested without yield limitation, and any
moneys received from the investment of amounts held in the Series 1994 A Bonds Sinking
Fund (other than in the Series 1994 A Bonds Reserve Account therein) will be spent within
a l-year period beginning on the date of receipt.

19.  All proceeds of the Bonds which were used for the payment of costs of
the Project will be expended for such purposes within three years of September 27, 1994.

20. 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.

6.



21.  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.

22.  The Issuer shall file Form 8038-G in a timely fashion with the Internal
Revenue Service Center, Philadelphia, Pennsylvania 19255.

23.  No more than 10% of the proceeds of the Bonds will be used (directly
or indirectly) in any trade or business carried on by, and less than 5% of the proceeds of
Bonds or $5,000,000 have been or will be used to make or finance loans to, any person
who is not a governmental unit.

24, The original proceeds of the Bonds will not exceed the amount necessary
for the purposes of the issue, except to the extent any such proceeds are required for rebate
to the United States.

25. The Issuer shall use the Bond proceeds solely for the costs of the
Project, and the Project will be operated solely for a public purpose as a local governmental
activity of the Issuer.

26.  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 necessary to comply with the Code
and the Treasury Regulations promulgated or to be promulgated thereunder in order to
assure that the interest on the Bonds is excluded from gross income for federal income tax
purposes.

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

28.  The Issuer will rebate to the United States the amount, if any, required
by the Code and take all steps necessary to make such rebates. In the event the Issuer fails
to make such rebates as required, the Issuer shall pay any and all penalties and other
amounts from lawfully available sources, and obtain a waiver from the Internal Revenue
Service, if necessary, in order to maintain the exclusion of interest on the Bonds from gross
income for federal income tax purposes.

29. The lIssuer has retained the right to amend the Bond Resolution
authorizing the issuance of the Bonds if such amendment is necessary to assure compliance
with Section 148(f) of the Code or as may otherwise be necessary to assure the exclusion
of interest on the Bonds from the gross income for federal income tax purposes of interest
on the Bonds.



30. The Issuer shall comply with the yield restriction on Bond proceeds as
set forth in the Code.

31. The Issuer has either (a) funded the Series 1994 A Bonds Reserve
Account at the maximum amount of principal and interest which will mature and become
due on the Bonds in the then current or any succeeding year with the proceeds of the Bonds,
or (b) created the Series 1994 A Bonds Reserve Account which will be funded with equal
payments made on a monthly basis over a 10 year period until such Series 1994 A Bonds
Reserve Account holds an amount equal to the maximum amount of principal and interest
which will mature and become due on the Bonds in the then current or any succeeding year.
Moneys in the Series 1994 A Bonds Reserve Account and the Series 1994 A Bonds Sinking
Fund will be used solely to pay principal of and interest on the Bonds and will not be
available to pay costs of the Project.

32.  The Issuer shall submit to the Authority within 15 days following the
end of each bond year a certified copy of its rebate calculation and a certificate with respect
thereto or, if the Issuer qualifies for the small governmental issuer exception to rebate, or
any other exception thereto, then the Issuer shall submit to the Authority a certificate stating
that it is exempt from the rebate provisions and that no event has occurred to its knowledge
during the bond year which would make the Bonds subject to rebate.

33.  The Issuer expects that no part of the Project financed by the Bonds will
be sold or otherwise disposed of prior to the last maturity date of the Bonds.

34.  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 and the
interest thereon. In addition, the 1ssuer has covenanted to comply with all Regulations from
time to time in effect and applicable to the Bonds as may be necessary in order to fully
comply with Section 148(f) of the Code, and has covenanted 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 the Resolutions authorizing issuance of the Bonds.

The Issuer has further covenanted to calculate, annually, the rebatable
arbitrage, determined in accordance with Section 148(f) of the Code. Upon completion of
each such annual calculation, unless otherwise agreed by the Authority, the Issuer shall
deposit, or cause to be deposited, in the Rebate Fund such sums as are necessary to cause
the aggregate amount on deposit in the Rebate Fund to equal the sum determined to be
subject to rebate to the United States, which shall be paid from investment earnings on the
underlying fund or account established hereunder and on which such rebatable arbitrage was
earned or from other lawfully available sources. The Issuer has further covenanted to pay,
or cause to be paid, to the United States, from the Rebate Fund, the rebatable arbitrage in
accordance with Section 148(f) of the Code and such Regulations. The Issuer shall remit
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payments to the United States in the time and at the address prescribed by the Regulations
as the same may be from time to time in effect with such reports and statements as may be
prescribed by such Regulations. In the event that, for any reason, amounts in the Rebate
Fund are insufficient to make the payments to the United States which are required, the
Issuer shall assure that such payments are made by the Issuer to the United States, on a
timely basis, from any funds lawfully available therefor.

35. The Bonds are a fixed yield issue. No interest or other amount payable
on the Bonds (other than in the event of an unanticipated contingency) is determined by
reference to (or by reference to an index that reflects) market interest rates or stock or
commodity prices after the date of issue.

36. None of the Bonds has a yield-to-maturity more than one-fourth of one
percent higher than the yield on the Bond determined by assuming the Bond is retired on
the date that when used in computing the yield on the Bond produces the lowest yield.

37. No portion of the proceeds of the Bonds will be used, directly or
indirectly, to replace funds which were used, directly or indirectly, to acquire higher
yielding investments, all within the meaning of Section 148 of the Code.

38.  Other than the SRF Bonds to be issued, there are no other obligations
of the Issuer which (a) are to be issued at substantially the same time as the Bonds, (b) are
to be sold pursuant to a common plan of financing together with the Bonds and (c) will be
paid out of substantially the same sources of funds or will have substantially the same claim
to be paid out of substantially the same sources of funds as the Bonds.

39.  Except for a reasonable temporary period until such proceeds are needed
for the purpose for which such issue was 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.

40.  The transaction contemplated herein does not represent an exploitation
of the difference between taxable and tax-exempt interest rates and the execution and
delivery of the Bonds is 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.

41.  On the basis of the foregoing, it is not expected that the proceeds of
the Bonds will be used in a manner that would cause the Bonds to be "arbitrage bonds"
within the meaning of Section 148 of the Code.



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

43. Steptoe & Johnson is entitted 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.

44.  To the best of my knowledge, information and belief, the foregoing
expectations are reasonable.

WITNESS my signature on this 5th day of October, 1994,

BERKELEY COUNTY PUBLIC SERVICE SEWER

DISTRICT
Chairman
09/29/94
BCAB.X2
067740/94003
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BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

ENGINEER'S CERTIFICATE

I, WILBUR SMITH, Registered Professional Engineer, West Virginia License
No. 9046, of Pentree Incorporated, Consulting Engineers, in Princeton, West Virginia,
hereby certify as follows:

1. My fim is engineer for the acquisition and construction of certain
improvements and extensions to the existing public sewerage facilities (the "Project") of
Berkeley County Public Service Sewer District (the "Issner") to be constructed primarily
in Berkeley County, West Virginia, which acquisition and construction are being financed
in part by the proceeds of the above-captioned bonds (the "Bonds") of the Issuer.
Capitalized terms used herein and not defined herein shall have the same meaning set forth
in the Bond Resolution adopted by the Issuer on October 3, 1994, and the Loan Agreement,
by and between the Issuer and the West Virginia Water Development Authority (the
"Authority"), dated October 5, 1994.

2. The Bonds are being issued for the purposes of (i) paying a portion of

the costs of acquisition and construction of the Project; and (ii) paying costs of issuance and
related costs.

3. The undersigned hereby certifies that (i) the Project will be constructed
in accordance with the approved plans, specifications and designs prepared by my firm and
as described in the application submitted to the Authority requesting the Authority to
purchase the Bonds (the "Application") and any change orders approved by the Issuer and
approved by all necessary governmental bodies, (ii) the Project is adequate for the purpose
for which it was designed and has an estimated useful life of at least forty years, (iii) the
Issuer has received bids for the acquisition and construction of the Project which are in an
amount and otherwise compatible with the plan of financing described in the Application and
my firm has ascertained that all contractors have made required provisions for all insurance
and payment and performance bonds and that such insurance policies or binders and such
bonds have been verified by my firm for accuracy, (iv) the Issuer has obtained all permits
required by the laws of the State of West Virginia and the United States necessary for the
acquisition and construction of the Project, (v) the rates and charges for the System as
adopted by the Issuer are sufficient to comply with the provisions of Subsection 4.1(b) of
the Loan Agreement, (vi) the net proceeds of the Bonds, together with all other moneys on
deposit or to be simultaneously deposited and irrevocably pledged thereto and the proceeds
of grants irrevocably committed therefor, are sufficient to pay the costs of acquisition and
construction of the Project as set forth in the Application, and (vii) attached hereto as

|A



Exhibit A is the final amended "Schedule A - Total Cost of Project and Sources of Funds"
for the Project.

WITNESS my signature and seal on this 5th day of October, 1994,

ISEAL]

b

West Virginia License No. 9046 S

09/27/94
BCAC.LI
067740/94003



EXHIBIT A



DATE: September 3.

TENDED ) A

NAME OF GOVERNMENTAL AGENCY: riralay (O Public Service Sewer Dier

TOTAL COST™ OF PROJECT, SOURCES OF FUNDS AND COST OF FINANC-NG

AL b LN

\0 @m -]

10.

1l.

(=
L)

P

in b

Construction
Technical SerVviCes
Legzl and Fiscal
Adminisrrative
Funded Reserve - SRF

A. Cost of Proiect

Step I and/or Step II (Design)
or Other Loan Repayment

(Specify Type:

3,644,000

$_ 342,745

$ 15,000

$~ 45,000

$~ 138,644

) s 175,219

Steo TT

Incerim Fipancing CoSt3 g Bond Closind____62,500

Concingen

Costs § 201,265

Toral of Lines 1 through 8 $ 4,624,337

B. Sources of Fundg

Federal Grancs:'
(Specify Source!
State Grants:

(Specify Source!

Qther Grants:

. (Specify Source)

Any Other Source
(Specify)

EPA Grant 8 957,206
ARC Grant $ 400,000 Nen-£liginie
$
$
$
$
$
$
__SRF Loan $ 2,772,878
$

Torzl of Lines 10 through 13 $ 4,120,08:
Ner Proceeds Required from Bond Yame .
(Line 9 less Line 14) S 494, 28¢

! Attach supporting documentation not previcusly submitc:e

If nor yet available, state such and expectations as

availability.

? For example,
applicable.

subordinate bond issue to be used for such purpose
ar-ach supporting documentation 1f available (if nct
[~

available'
——ee 27 mma T A rrd

interest earnings during conscruction,
Include the proceeds of any parity

{
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C. st o

16. Capitalized Interest ' S
(Construction period p}us gix months) .

17. Funded Reserve Account

18. Other Costs* _ $

19. Total Cost of Financing _
(Lines 16 through 18)

20. Size of Bond Issue : $ 494,288
(Line 15 plus Line 19) :

on additional

Additional or explanatory material may be pr
gheets attached to Amended Schedule A. ‘\

e, R,
) v SIGNATURE OF ENGINEER

SIGNATURE OF AUTHORIZED
OFFICER OF APPLICANT

3 Consult with bend counsel and the Authority before
agsuming a funded reserve.

fees of bond counsel for the Governmental

4 Tmr avarmle.
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CERTIF#+ED PUBLIC ACCOUNTANTS

o Berkeley County Public Service Sewer District
: ‘Sewer Revenue Bonds, Series 1994 A
- (West Virginia_Water Development Authority)

West Virginia Water o

‘Development Authority - .
-1201 Dunbar Avenue . -
Dunbar, WV 25065 - -

3Lad1es and Gentlemen' o

Based upon the rates and charges set forth in the Final Order of
the Public Service Commission of West Virginia entered August 23,

1994, in Case No. 93-0619-PSD~CN, and projected operation and
E maintenance expenses and anticipated customer usage as furnished to
us by the management o©f Berkeley County Public Service Sewer
District (the "Issuer"), it is our opinion that such rates and
charges will be sufficient to provide revenues which, together with
other revenues of the sewerage system (the "System") of the Issuer,
will pay all repair, operation and maintenance expenses 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 Sewer Revenue
Bonds, Series 1994 A (West Virginia Water Development Authority)
(the "Bonds"), to be issued to the West Virginia Water Development
Authority and all other obligations secured by or payable from the
revenues of the System prior to or on a parity with the Bonds,
including all Prior Bonds of the Issuer as defined and described in
‘the Bond Resclution of the Issuer adopted October 3, 1994,

authorizing the Bonds. It is our further opinion that the Net
Revenues actually derived from the System during 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_Prior Bonds and the Bonds.

_.(%pCZZ&V%@%} 4&é£@%7(3£4§

'Martlnsburg, West Virglnla_
October 5, 1994 BT

. - -MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBUIC ACCOUNTANTS

P.0. Box 1207A + 101 N. Spring Stree! = Martinsburg, West Virginia 25401
Phone; 304/263-CB31 « Fax: 304/1263-0997
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WY MUNICIPAL BOND COMMISSION

812 Quarrier Street NEW ISSUE REPORT FORM

g:iiiegggn, WY 25301 Date of Report: octover 5, 1994
(304) 348-3971 {See Reverse for Instructions)

BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRIGT,

ISSUE: _SrWER REVENUE BONDS, SERIES 1994 A (W.VA. WATER DEV. AUTHORITY)

ADDRESS: . Box 944, Martindburg, WV 25401 COUNTY: Berkeley
PURPQOSE ew Money x
OF ISSUE: Refunding Refunds issue(s) dated:

ISSUE DATE:  October 5, 1994 CLOSING DATE: oOctober 5, 1994

ISSUE AMOUNT:$ 494,288 RATE: 6.75%

Ist DEBT SERYICE DUE: 4/1/95 1st PRINCIPAL DUE: 10/1/96

Ist DEBT SERVICE AMOUNT: 3$16,311.50 PAYING AGENT: Municipal Bond Commission

ISSUERS UNDERWRITERS

BOND COUNSEL: Steptoe & Johnson BOND COUNSEL: Jackson & Kelly
Contact Person: vincent A. Collins, Esg. Contact Person: samme L. Gee, Esq.
Phone: 624-8161 Phone: 340-1318

CLOSING BANK: GO, va’.ey Bank-kast, ESCROW TRUSTEE:

Contact Person: Gary Fleming Contact Person:

Phone:__ ogg-_o051 Phone:
KNOWLEDGEABLE ISSUER CONTACT OTHER:

Contact Person: wWalt Sebert Contact Person:

Position: General Manager Function:

Phone: 263-8566 Phone:

DEPOSITS TO MBC AT CLOSE: Accrued Interest: $
By Wire — Capitalized Interest $
Other:

REFUNDS & TRANSFERS BY MBC AT CLOSE:
By WNire To Escrow Trustee:
Check To Issuer:
IGT To Cons. Invest. Fund:
To Other:

% 0NN

i

NOTES:

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS

REQUIRED:
TRANSFERS
REQUIRED:
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BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

ACCEPTANCE OF DUTIES AS DEPOSITORY BANK

ONE VALLEY BANK-EAST, NATIONAL ASSOCIATION, a national
banking association in Martinsburg, West Virginia, hereby accepts appointment as
Depository Bank in connection with a Bond Resolution of Berkeley County Public Service
Sewer District (the "Issuer”), adopted October 3, 1994, and a Supplemental Resolution of
the Issuer adopted October 3, 1994 (collectively, the "Bond Legislation"), authorizing
issuance of the Issuer’'s Sewer Revenue Bonds, Series 1994 A (West Virginia Water
Development Authority), dated October 5, 1994, in the principal amount of $494,288 (the
"Bonds"), and agrees to perform all duties of Depository Bank in connection with the
Bonds, all as set forth in the Bond Legislation.

WITNESS my signature this 5th day of October, 1994.

/]
“Senior Vic@sﬁém
09/29/94
BCAB.P2
067740/94003

23



BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

ACCEPTANCE OF DUTIES AS REGISTRAR

ONE VALLEY BANK, NATIONAL ASSOCIATION, a national banking
association, with its principal office in the City of Charleston, West Virginia, hereby accepts
appointment as Registrar in connection with the Berkeley County Public Service Sewer
District Sewer Revenue Bonds, Series 1994 A (West Virginia Water Development
Authority), dated October 5, 1994, in the principal amount of $494,288 (the "Bonds"), and
agrees to perform all duties of Registrar in connection with such Bonds, all as set forth in
the Bond Legislation authorizing issuance of the Bonds.

WITNESS my signature on this 5th day of October, 1994.

ONE VALLEY BANK, NATIONAL

ASSOCIATION 4 -
WZ/’W/ J-;&/

Assistant Vice President !
09/27/94
BCAB.O1
067740/94003



BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds, Series 1954 A
(West Virginia Water Development Authority)

CERTIFICATE OF REGISTRATION OF BONDS

I, CHARLOTTE S. MORGAN, Assistant Vice President of ONE VALLEY
BANK, NATIONAL ASSOCIATION, as Registrar under the Bond Legislation and
Registrar’s Agreement providing for the Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority), of Berkeley County Public Service Sewer
District (the "Issuer"), hereby certify that on the day hereof, the single, fully registered
Berkeley County Public Service Sewer District Sewer Revenue Bond, Series 1994 A
(West Virginia Water Development Authority), of the Issuer, dated October 5, 1994, in the
principal amount of $494,288, numbered AR-I, was registered as to principal and interest
in the name of "West Virginia Water Development Authority” in the books of the Issuer
kept for that purpose at our office, by a duly authorized officer on behalf of One Valley
Bank, National Association, as Registrar.

WITNESS my signature on this 5th day of October, 1994,

ONE VALLEY BANK, NATIONAL

ASSOCIATION ;
/ J /
/ 7
09/27/94 L
BCAC.QI
067740/94003



REGISTRAR'S AGREEMENT

THIS REGISTRAR’S AGREEMENT, dated as of the 5th day of October,
1994, by and between BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT, a
public corporation and political subdivision of the State of West Virginia (the "Issuer”), and
ONE VALLEY BANK, NATIONAL ASSOCIATION, a national banking association (the
"Registrar").

WHEREAS, the Issuer has, contemporaneously with the execution hereof,
issued and sold its $494 288 Sewer Revenue Bonds, Series 1994 A (West Virginia Water
Development Authority), in fully registered form (the "Bonds”), pursuant to a Bond
Resolution of the Issuer adopted October 3, 1994, and a Supplemental Resolution of the
Issuer adopted October 3, 1994 (collectively, the "Bond Legislation");

WHEREAS, capitalized words and terms used in this Registrar’s Agreement
and not otherwise defined herein shall have the respective meanings given them in the Bond
Legislation, a copy of which is attached as Exhibit A hereto and incorporated herein by
reference;

WHEREAS, the Bond Legislation provides for an appointment by the Issuer
of a Registrar for the Bonds; and

WHEREAS, the Issuer desires to appoint, and by the Bond Legislation and this
Registrar’s Agreement does appoint, the Registrar to act as Registrar under the Bond
Legislation and to take certain other actions hereinafter set forth;

NOW, THEREFORE, it is agreed by and between the parties hereto as
follows:

1.  Upon the execution of this Registrar’s Agreement by the Issuer and the
Registrar and during the term hereof, the Registrar does accept and shall have and carry out
the powers and duties of Registrar for the Bonds, all as set forth in the Bond Legislation,
such duties including, among other things, the duties to authenticate, register and deliver
Bonds upon original issuance and when properly presented for exchange or transfer, and
shall do so with the intention of maintaining the exclusion of interest on the Bonds from
gross income for federal income tax purposes, in accordance with any rules and regulations
promulgated by the United States Treasury Department or by the Municipal Securities
Rulemaking Board or similar regulatory bodies as the Issuer advises it of and with generally
accepted industry standards.

Al



2.  The Registrar agrees to furnish the Issuer with appropriate records of
all transactions carried out by it as Registrar and to furnish the Issuer with the names and
specimen signatures of the Registrar’s authorized officers for the purposes of acting as the
Registrar and with such other information and reports as the Issuer may from time to time
reasonably require.

3.  The Registrar shall have no responsibility or liability for any action
taken by it at the specific direction of the Issuer.

4,  As compensation for acting as Registrar pursuant to this Registrar’s
Agreement, the Issuer hereby agrees to pay to the Registrar, from time to time, the
compensation for services rendered as provided in the annexed schedule and reimbursement
for reasonable expenses incurred in connection therewith,

5. It is intended that this Registrar’s Agreement shall carry out and
implement provisions of the Bond Legislation with respect to the Registrar. In the event
of any conflict between the terms of this Registrar’s Agreement and the Bond Legislation,
the terms of the Bond Legislation shall govern.

6.  The Issuer and the Registrar each warrants and represents that it is duly
authorized and empowered to execute and enter into this Registrar’s Agreement and that
neither such execution nor the performance of its duties hereunder or under the Bond
Legislation will violate any order, decree or agreement to which it is a party or by which
it is bound.

7.  This Registrar’s Agreement may be terminated by either party upon
60 days’ written notice sent by registered or certified mail to the other party, at the
following respective addresses:

ISSUER: Berkeley County Public Service Sewer District
P. O. Box 944
Martinsburg, West Virginia 25401
Attention: Chairman

REGISTRAR: One Valley Bank, National Association
Post Office Box 1793
One Valley Square
Charleston, West Virginia 25326
Attention: Corporate Trust Department

8.  The Registrar is hereby requested and authorized to authenticate and
deliver the Bonds in accordance with the Bond Legislation.



IN WITNESS WHEREOF, BERKELEY COUNTY PUBLIC SERVICE
SEWER DISTRICT and ONE VALLEY BANK, NATIONAL ASSOCIATION, have

respectively caused this Registrar’s Agreement to be signed in their names and on their
behalf, all as of the day and year first written above,

BERKELEY COUNTY PUBLIC SERVICE SEWER

DISTRICT
A7 Y ) Ve
'//% - g 1;
%& :‘éz / ({Z/_l ‘J_?/(/_,Q%
Chairman

ONE VALLEY BANK, NATIONAL

j@é/ W%y ot

Assistant Vice President

09/27/94
BCAC.R1
067740/94003



EXHIBIT A

Bond Legislation included in transcript as Documents No. 1 and 2
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BERKELEY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF PUBLIC SEWERAGE FACILITIES OF
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
AND THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF THROUGE THE ISSUANCE BY THE
DISTRICT OF NOT MORE THAN §3,500,000 1IN
AGGREGATE PRINCIPAL AMOUNT OF SEWER REVENUE
BONDS, SERIES 1986 A, NOT MORE THAN $2,000,000
IN AGGREGATE PRINCIPAL. AMOUNT OF SEWER REVENUE
BONDS, SERIES 1986 B, AND NOT MORE THAN
$8,000,000 INTERIM  CONSTRUCTION  FINANCING,
CONSISTING OF GRANT ANTICIPATION NOTES OR A LINE
OF CREDIT EVIDENCED BY NOTES, OR BOTH; PROVIDING
FOR THE RIGHTS AND REMEDIES OF AND SECURITY FOR
THE REGISTERED OWNERS OF SUCH BONDS AND NOTES;
AUTHORIZING EXECUTION AND DELIVERY OF A TRUST
INDENTURE SECURING THE NOTES; AUTHORIZING THE
SALE AND PROVIDING FOR THE TERMS AND PROVISIONS
OF SUCH BONDS AND NOTES AND ADOPTING OTHER
PROVISIONS RELATING THERETO,

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

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

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

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




A, Berkeley County Public Service Sewer District {the
"Issuer') is a public service district and public corporation of the
State of West Virginia in Berkeley County of said State.

B, It is deemed necessary and desirable for the health
and welfare of the inhabitants of the Issuer that there be acquired
and constructed certain sewage treatment and collection facilities
of the Issuer consisting of a new mastermoter treatment plant,
gravity sewer and force mains, pump stations and all necessary
appurtenances {the "Project") which constitute properties for the
collection of liquid or solid wastes, sewage or industrial wastes
{the Project, any existing sewage treatment or collection facilities
and any additions thereto or extensiocns thereof, 1s herein called
the "System'") at an estimated cost of $15,914,772, in accordance
with the plans and specifications prepared by the Consulting
Engineers, which plans and specifications have heretofore been filed
with the Secretary of the Issuer,

C. The estimated revenues to be derived in each year
after the enactment hereof from the operation of the System will be
sufficient to pay all the costs of the operation and maintenance of
said System, the principal of and 1interest on the Bonds (as
hereinafter defined) and all Sinking Fund, Reserve Account and other
payments provided for herein,

b. It is deemed necessary for the Issuer to issue 1its
Sewer Revenue Bonds in the total aggregate principal amount of not
more than $5,300,000 in two series, being the Series 1986 A Bonds in
the aggregate principal amount of not more than %$3,500,000 and the
Series 1986 B Bonds in the aggregate principal amount of not more
than $2,000,000 (collectively, the "Bonds"), and contemporaneously
therewith, or as soon as practicable thereafter, to issue its
sewerage system grant anticipation notes or a mnote or mnotes
evidencing a line of credit, or both (collectively, the "Notes") in
the agiregate principal amount of not more than $8,000,000 to
finance costs of acquisition and construction of the Project. Said
costs shall be deemed to include the cost of all property rights,
easements and franchises deemed necessary or convenient therefor;
interest upon the Notes and the Bonds prior to and during
construction or acquisition and for 6 months after completion of
construction of the Project; engineering and legal expenses;
expenses for estimates of cost 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, discount, initial fees for
the services of registrars, paying agents, depositories or trustees
or other costs in connection with the sale of the Bonds and Notes
and such other expenses as may be necessary or incident to the
financing herein authorized, the construction or acquisition of the
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Project and the placing of same in operation, and the performance of
the things herein required or permitted, in connection with any
thereof, including, with respect to the Notes, any commitment fees
to the Credit Bank, as hereinafter defined, and any costs of
cbtaining insurance thereon; provided, that reimbursement to the
Issuer for amy amnunts expended by it for allowable costs prior to
the issuance of the Bonds or Notes or the repayment of indebtedness
incurred by the Issuer for such purposes, shall be deemed Costs of
the Project, as hereinafter defined.

E. The pericd of wusefulness of the System after
completion of the Project is not less than 40 years.

F. It is in the best interests of the Issuer that its
Original Bonds (as herelnafter defined) be socld to the Authority (as
herelnafter defined) pursuant to the terms and provisions of a loan
agreement and a supplemental loan agreement (collectively, the "Loan
Agreement") to be entered into between the Issuer and the Authority,
in form satisfaciory to the Issuer and the Authority.

G. There are to be 1ssued contemporanecusly with the
issuance of the Bonds, certailn additional Sewer Revenue Bonds,
Series 1986 C of the Issuer in the aggregate principal amount of
$800,000 (the "Series 1986 C Bonds"), the proceeds of which shall be
applied to payment in full of certain cutstanding obligations of the
Issuer. The Serles 1986 C Bonds shall be on a parity with respect
to liens and sources of and security for payment therefor with the
Series 1986 A Bonds. I:..ept for the Series 1986 C Bonds, there are
not outstanding any obligations of the Issuer which will rank prior
to or on a parity with the Bonds as to lien and source of and
security for payment. The Seriles 1986 B Bonds shall be junior and
subordinate to both the Series 1986 A Bonds and the Series 1986 C
Bonds with respect to liens and sources of and security for payment
therefor.

H. The Issuer has complied with all requirements of
West Virginia law relating to authorization of the acquisition,
construction and operation of the Project and issuance of the Bonds
and the Notes, or will have sc complied prior to 1ssuance of any
thereof, including, among other things, the obtaining of a
Certificate of Convenience and Necessity and approval of said
financing and user rates and charges from the Public Service
Commission of West Virginia by final order, the time for rehearing
and appeal of which have expired.

Section 1.03. Bond Legislation Constitutes Contract. In
consideration of the acceptance of the Bonds and the Notes 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

3.



contract between the Issuer and such Bondholders and such
Noteholders, 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
and Notes, respectively, all which shall be of equal rank and
without preference, prioritv or distinction between any one Bond of
a serles and any other Bonds of the same series and between any one
Note and any other Note, by reason of priority of 4issuance 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 16, Article 13A of the West Virginia
Code of 1931, as amended and 1in effect on the date of adoption
hereof.

"Authority" mcans the West Virginia Water Development
Authority, which 1s expected to be the original purchaser of the
Original Bonds, or any other agency of the State of West Virginia
that succeeds to the functions of the Authority.

"Authorized Officer” means the Chairman of the Governing
Body of the Issuer or any temporary Chairman duly appointed by the
Governing Body.

"Bond Construction Trwz. Fund" means the Bond Construction
Trust Fund established by Section 5.0l hereof.

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

"Bond Legislation,”" "Resolution" or "Bond and Notes
Resolution™ means this Bond and Notes Resolution and all orders and
resolutions supplemental hereto or amendatory hereof.

"Bond Registrar'" means the bank to be designated as such
in the Supplemental Resolution and its successors and assigns.

"Bonds" means the Original Bonds and any bonds on a parity
therewith authorized to be issued hereunder.

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



"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 Camp, Dresser & McKee,
Amandale, Virginia, or any engireer or firm of engineers that shall
at any time hereafter be retained by the Issuer as Consulting
Engineers for the System.

"Costs" or "Costs of the Project" means those costs
described in Section 1.02(D) hereof to be a part of the cost of
acquisition and constructilon of the Project.

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

"Eligible Costs" means Costs of the Project which are
reimbursable in full on a dollar-for dollar basis from EPA Grant
Receipts, the total of which are equal in amount to the EPA Grant.

"EPA" means the United States Enviroomental Protectionm
Agency and any successor to the functions of the EPA,

"EPA Grant" means the grant from the EPA pursuant to the
commitment therefor.

"FDIC" means the Federal Deposit Insurance Corporation and
any successor to the functioms of thc FZIC.

"Fiscal Year" means each.l2-month period beginning on July
! and ending on the succeeding June 30.

"Governing Body" means the public service board of the
Issuer, consisting of 3 members, as may hereafter be constituted.

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

"Grant Agreement" means a written commitment for the
payment of the EPA Grant or any of the Other Grants, specifying the
amount of such Grant, the terms and conditions upon which such Grant
is made and the date or dates or event or events upon which Grant is
to be paid to the Issuer; provided that, "EPA Grant Agreement" means
only the Grant Agreement relating to the EPA Grant and "Other Grant
Agreements" means only those Grant Agreements relating to the Other
Grants.



"Grant Receipts" means all moneys received by the Issuer
on account of any Grant after the date of issuance of the Notes;
provided that "EPA Grant Receipts" means only Grant Receipts on
account of the EPA Grant, and "Other Grant Receipts"” means only
Grant Receipts on account of any or all of the Other Gramts.

"Grants" means, collectively, the EPA Grant and the Other
Grants, as hereinafter defined.

"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, purchased
pursuant to Article £.01 hereof) or anv Tap Fees, as hereinafter
defined, and for the furnishing by the Issuer of miscellaneous
service.

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

"Independent 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 ardi: 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.

"Indenture"” or "Trust Indenture' means the Trust Indenture
which may be entered into between the Issuer and the Trustee
relating to the Notes and all supplements or amendments thereto.

"Issuer" means the Berkeley County Public Service Sewer
District, in Berkeley County, West Virginia, and, unless the context
clearly indicates otherwise, includes the Governing Body of the
Issuer.

"Loan Agreement" shall mean, collectively, the Loan
Agreement and the Supplemental Loan Agreement to be entered into
between the Authority and the Issuer providing for the purchase of
the Original Bonds from the Issuer by the Authority, the forms of
which shall be approved, and the execution and delivery by the
Issuer authorized by, this Resolution or a resolution adopted by the
Issuer prior to the adoption of this Resolution.



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

"Noteholder," "Holder of the Notes' or any similar term
means the person, whenever used herein with respect to an
outstanding Note or Notes, in whose name such Note 1s registered.

"Notes" or "GAN" means collectively, the not more than
$8,000,000 in aggregate principal amount of Sewerage System Grant
Anticipation Notes, originally authorized hereby, or the not more
than $2,500,000 in aggregate principal amount of a note or notes
evidencing & line of credit originally authorized hereby, and unless
the context clearly indicates otherwise, the terms "Notes" or "GAN"
includes any refunding Notes or GAN of the Issuer,

"Notes Construction Trust Fund" means the Notes
Construction Trust Fund which may be established by Section 4.02 of
the Indenture.

"Notes Debt Service Fund" means the Notes Debt Service
Fund which may be established by Section 4.01 of the Indenture.

"Notes Registrar'" means the bank to be designated as such
in the Indenture or the Supplemental Resolution and its successors
and assigns.

"Operating Expenses" means the reasonablz, proper and
necessary costs of repalr, maintenance and operation of the System
and includes, without limiting the generality of the foregoing,
administrative, engineering, legal, auditing and insurance expenses,
other than those capitalized as part of the Costs, fees and expenses
of the Authority, fiscal agents, the Registrar, Paying Agent and the
Trustee (all as herelnafter defined), other than those capitalized
as part of the Costs, payments to pension or rntirement funds, taxes
and such other reasonable operating costs and expenses as should
normally and regularly be 1included under generally accepted
accounting principles; provided, that "Operating Expenses" does not
include payments on account of the principal of or redemption
premium, 1f any, or interest on the Bonds or Notes, 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.

"Operation and Maintenance Fund" means the Operation and
Maintenance Fund established by Sectiom 5.0l hereof.



"Original Bonds" or '"Bonds originally authorized hereby"
or similar phrases mean, collectively, the not more than $3,500,000
in aggregate principal amount of Series 1986 A Bonds and not more
than $2,000,000 in aggregate principal amount of Series 1986 B
Bonds, 1ssued for the purpose of paying a portion of the Costs of
the Project and for such other purposes permitted hereby and
authorized by a resolution supplemental hereto, which Bonds shall be
issued in accordance with a resolution or resolutions supplemental
hereto and which are originally authorized hereby.

"Original Notes Purchaser" means, in the event grant
anticipation notes are issued, Young Moore & Company, Inc., of
Charleston, West Virginia, and, in the event a note or notes
evidencing a line of credit are issued, such bank or banks as shall
be named in a resolution supplemental hereto.

"Other Grants" means any other grant or grants, other than
the EPA Grant, hereafter received by the Issuer to aid in financing
any Costs.
"Outstanding,”" when used with reference to Bonds or Notes
and as of any particular date, describes all Bonds theretofore and
thereupon being delivered or all Notes theretofore and thereupon
being authenticated and delivered except (i) any Bond or Note
cancelled by the Bond Registrar, or Notes Registrar, at or prior to
said date; {(i{i) any Bond or Note for the payment of which moneys,
equal to its principal amount, with interest to the date of
maturity, shall be in trust hereunder or under the Indenture, as
applicable, and set aside for such payment (whether upon or prior to
maturity); (if{i) any Bond or Note deemed to have been paid as
provided in Article X hereof or Article VIII of the Indenture, as
applicable; and (iv} for purposes of consents or other action by a
specified percentage of Bondholders or Noteholders, any Bonds or
Notes registered to the Issuer,

"Parity Bonds" means additional Bonds issued under the
provisions and within the 1limitations prescribed by Section 7.07
hereof, but does not include the Series 1986 C Bonds.

"Paying Agent'" means the bank or banks designated as such
for the Bonds and/or the Notes 1in the Indenture or in the
Supplemental Resolution or such entity or authority as may be
designated by the Issuer,

"Program" means the Authority's loan program, under which
the Authority purchases the water development revenue bonds of local
governmental entities satisfying certaln legal and other



requirements with the proceeds of water development revenue bonds of
the Authority.

"Project" means the acquisition and construction of a new
mastermoter treatment plant, gravity sewer and force mains, pump
stations and all necessary appurtenances.

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

(a) Government Obligations;

(b) Government Obligations which have been
stripped of their umnmatured interest coupons,
interest coupons stripped from Govermment
Obligations, and receipts or certificates
evidencing payments from Govermment 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 Associlation; Tennessee Valley
Authority; or Washington Metropolitan Area
Transit Authority;

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

(e) Time accounts (including accounts
evidenced by time certificates of deposit, time
deposits or other similar banking arrangements)
which, to the extent not insured by the FDIC or
Federal Savings and Loan Insurance Corporation,
shall be secured by a pledge of Government
Obligations, provided, that said Government
Obligations pledged either must mature as nearly
as practicable coincident with the maturity of
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said time accounts or must be replaced or
increased so that the market value thereof 1is
always at least equal to the principal amount of
said time accounts;

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

(g) Repurchase agreements, fully secured
by investments of the types described in
paragraphs (a) through (e) above, with banks or
national banking associations which are members
of FDIC or with government bond dealers
recognized as primary dealers by the Federal
Reserve Bank of New York, provided, that said
investments securing sald repurchase agreements
either must mature as nearly as practicable
colncident 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 sald 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 c¢laims by third
parties;

(h) The Investment Agreement which may be
entered into by and between the Trustee and the
bank designated as '"Investment Bank" 1in the
Supplemental Resolution; and

(1) The West Virginia "consolidated fund”
managed by the West Virginia State Board of
Investments pursuant to Chapter 12, Article 6 of
the West Virginia Code of 1931, as amended,
provided that investments by such fund on behalf
of the Issuer shall be restricted to Qualified
Investments other than that described in this
paragraph (i).

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

10.



"Registrar" means as appropriate, either the Bond
Registrar or the Notes Registrar or both,

"Renewal and Replacement Fund" means the Renewal and
Replacement Fund established by Section 5.0l hereof.

'"Revenue Fund" means the Revenue Fund established by
Section 5.01 hereof.

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

"Series 1986 A Bonds"™ or "Series A Bonds" means the not
more than $3,500,000 in aggregate principal amount of Sewer Revenue
Bonds, Series 1986 A, of the Issuer,

"Series 1986 A Bonds Reserve  Account" means the
Series 1986 A Bonds Reserve Account established in the Series 1986 A
Bonds Sinking Fund pursuant to Secticn 5.02 hereof.

"Series 1986 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 1986 A Bonds in the then current
or any succeeding Fiscal Year.

"Series 1986 A Bonds Sinking Fund" means the Series . 1986 A
Sinking Fund established by Section 5.02 hereof,

“"Series 1986 B Bonds" or "Seriles B Bonds" means the not
more than $2,000,000 in aggregate principal amount of Sewer Revenue
Bonds, Series 1986 B, of the Issuer.

"Series 1986 B Bonds Reserve Account" means the
Series 1986 B Bonds Reserve Account established in the Series 1986 B
Bonds Sinking Fund pursuant to Section 5.02 hereof.

"Series 1986 B Bonds Reserve Requirement" means, as of the
date of calculation, the maximum amount of principal which will
become due on the Series 1986 B Bonds 1in the then current or any
succeeding Fiscal Year.

"Series 1986 B Bonds Sinking Fund" means the Series 1986 B
Bonds Sinking Fund established by Section 5.02 hereof.

"Series 1986 C Bonds" or "Series C Bonds" means the
$800,000 in aggregate principal amount of Sewer Revenue Bonds,
Series 1986 C, of the Issuer, 1issued under a separate resolution
adopted March 6, 1986, by the Issuer.
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"State' means the State of West Virginia.

"Supplemental Resolution" means any resolution or order of
the Issuer supplementing or amending this Resolution and, when
preceded by the article "the," refers specifically to the
supplemental resclutions authorizing the sale of the Notes or the
Original Bonds; provided, that any matter i1intended by this
Resolution to be 1included in the Supplemental Resolution with
respect to the Notes or the Original Bonds, as the case may be, and
not so included may be included in another Supplemental Resclution.

"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 C Bonds or any other obligations of the
Issuer, including the Renewal and Replacement Fund and the Bonds
Reserve Accounts, the proceeds of which Bonds or other obligations
are to be used to pay Costs of the Project.

"System" means the complete properties of the Issuer for
the c¢ollection, transportion and treatment of 1liquid or solid
wastes, sewage or industrial wastes, in its entirety or any integral
part thereof, and shall include the Project, the "Baker Heights
subdivision" facilities, the "Opequon" facilities and any further
additions, betterments and improvements thereto hereafter
constructed or acquired for said system from any sources whatsoever.

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

"Trustee" means the banking institution designated as
trustee for the Noteholders under the Indenture, its successors and
assigns.

Words importing singular number shall include the plural
number in each case and vice versa; words Iimporting persoms shall
include firms and corporations; and words importing the masculine,
feminine or neutral gender shall include any other gender,
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ARTICLE Il

AUTHORIZATION OF CONSTRUCTION
AND ACQUISITION OF THE PROJECT

Section 2,01, Authorization of Construction and
Acquisition of the Project. There 1s hereby authorized the
acquisition and construction of the Project, at an estimated cost of
$15,914,772, in accordance with the plans and specifications which
have been prepared by the Consulting Engineers, heretofore filed in
the office of the Governing Body. The proceeds of the Notes and the
Bonds hereby authorized shall be applied as provided in Article IV
of the Indenture and Article VI hereof, respectively.
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ARTICLE III1

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

Section 3.0l. Authorization of Bonds. For the purpose of
paying Costs of the Project not otherwise provided for and paying
certaln costs of issuance and related costs, there shall be issued
negotiable Original Bonds of the Issuer, in an aggregate principal
amount of not more than $5,500,000. Said Bonds shall be issued in
two series, to be designated respectively, "Sewer Revenue Bonds,
Serles 1986 A," Iin the aggregate principal amount of not more than
$3,500,000, and “Sewer HRevenue Bonds, Series 1986 B," in the
aggregate principal amount of $2,000,000, and shall have such terms
as set forth hereinafter and in the Supplemental Resolution. Such
Bonds shall be issued contemporaneously with or prior to issuance of
the Notes. The proceeds of the Bonds (excluding accrued interest)
remaining after capitalization of interest, 1f any, and payment of
the costs of issuance thereof and related costs shall be deposited
in the Bond Construction Trust Fund established by Section 5.01
hereof.

Section 3.02. Terms of Bonds. ' The Bonds shall bear
interest at such rate or rates, not exceeding 127 per annum, or such
other rate as shall then be the legal maximum, payable semiannually
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. The Bonds shall be payable
as to principal at the office of the Commission, through a Paying
Agent or Paying Agents selected by the original purchaser or
purchasers thereof, 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 Bonds shall be pald by check or draft mailed to the
registered owner thereof at the address as it appears on the books
of the Bond Registrar.

Unless otherwise provided by the Supplemental Resolution,
the Original Bonds shall be issued in the form of a single bond for
each series, fully reglstered to the Authority, with a payment
record attached, representing the aggregate principal amount of each
series, and shall mature in principal installments, all as provided
in the Supplemental Resolution. The Bonds of each series shall be
exchangeable at the option and expense of the Holder for other fully
registered Bonds of the same series in aggregate principal amount
equal to the amount of said Bonds then Outstanding being exchanged,
with principal installments or  maturities, as applicable,
corresponding to the dates of payment of principal installments of
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said Bonds; provided, that the Authority shall not be obligated to
pay any expenses of such exchange.

Subsequent series of Bonds may be issued i1in fully
registered form, in the denomination of $5,000 or any integral
multiple thereof, all as determined by a Supplemental Resoclution.
The registered Bonds shall be dated as of the date specified in a
Supplemental Resolution and shall bear interest from such date.

Section 3.03. Execution of Bomnds. The Bomds shall be
executed in the name of the Issuer by the Chairman, and the seal of
the Issuer shall be affixed thereto or imprinted thereon and
attested by the Secretary. In case any one or more of the officers
who shall have signed or sealed any of the Bonds shall cease to be
such officer of the Issuer before the Bonds so signed and sealed
have been actually sold and delivered, such Bonds may nevertheless
be sold and delivered as herein provided and may be issued as 1f the
person who signed or sealed such Bonds had not ceased to hold such
office. Any Bonds may be signed and sealed on behalf of the Issuer
by such person as at the actual time of the execution of such Bonds
shall hold the proper office in the Issuer, although at the date of
such Bonds such perscn may not have held such office or may not have
been so authorized.

Section 3.04. Authentication and Registration. No 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 on such Bond, substantially in the
forms set forth in Section 3.09 shall have been manually executed by
the Bond Registrar. Any such executed Certificate of Authentication
upen any such Bond shall be conclusive evidence that such Bond has
been authenticated, registered, if applicable, and delivered under
this Bond Legislation. The Certificate of Authentication on any
Bond shall be deemed to have been executed by the Bond Registrar if
manually signed by an authorized officer of the Bond Registrar, but
it shall not be necessary that the same officer sign the Certificate
of Authentication 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 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 said Bonds, shall be conclusively deemed to have
agreed that such Bonds shall be and have all of the qualities and
incidents of negotiable instruments under the Uniform Commercial
Code of the State of West Virginia, and each successive Holder shall
further be conclusively deemed to have agreed that said Bonds shall
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be incontestable in the hands of a bona fide holder for value in the
manner provided hereinafter in the form of said Bonds.

S50 long as any of the Bonds remain outstanding, the
Issuer, through the Bond Registrar, shall keep and maintain books
for the registration and transfer of the Bonds.

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

In all cases in which the privilege of exchanging Bonds or
transferring the registered Bonds are exercised, Bonds shall be
delivered in accordance with the provisions of this Bond
Legislation. All Bonds surrendered 1m any such exchanges or
transf.rs shall forthwith be cancelled by the Bond Registrar. For
every such exchange or transfer of Bonds, the Bond Registrar may
make a charge sufficient to reimburse it for amy tax, fee or other
governmental charge required to be pald 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 palid by the Issuer. The Bond Registrar shall not be obliged to
make any such exchange or transfer of Bonds during the 15 days
preceding =z luterest 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 any case any 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, a new
Bond of the same series and of like tenor as the Bonds so mutilated,
destroyed, stolemn or lost, in exchange and substitution for such
mutilated Bond, upon surrender and cancellation of such mutilated
Bond, or in lieu of and substitution for the Bond destroyed, stolen
or lost, and upon the Holder's furnishing satisfactory indemnity and
complying with such other reasonable regulations and conditions as
the Issuer may prescribe and paying such expenses as the Issuer and
the Bond Registrar may incur. All Bonds so surrendered shall be
cancelled by the Bond Registrar and held for the account of the
Issuer. If any such Bond shall have matured or be about to mature,
instead of issuing a substitute Bond, the Issuer may pay the same,
upon being indemnified as aforesaid, and 1if 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 Bonds shall not, in any event, TDe or constitute arn indebtedness
of the Issuer within the meaning of any constitutional or statutory
provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein
provided. No holder or holders of any of the Bonds shall ever have
the right to compel the exercise of the taxing power of the Issuer
to pay the Bonds or the interest thereon.

Section 3.08. Bonds Secured by Pledge of Net Revenues;
Series 1986 A Bonds and Series 1986 C Bonds to be on Parity;
Series 1986 B Bonds to be Junior and Subordinate to o Series 1986 A
Bonds and Series 1986 C Bonds. The payment of the “debt service of
all the Series 1986 A Bonds and Series 1986 C Bonds shall be secured
forthwith equally and ratably with each other by a first lien on the
Net Revenues derived from the System, on a parity or equal basis.
The payment of the debt service of all the Series 1986 B Bonds shall
also be secured forthwith equally and ratably with each other by a
lien on the N:t Revenues derived from the System, but junior and
subordinate to the lien on such Net Revenues in favor of the Holders
of the Series 1986 A Bonds and Series 1986 C DBonds. Such Net
Revenues in an amount sufficient to pay the principal of and
interest on and other payments for the Bonds and to make the
payments into the Sinking Fund and the Reserve Account therein
hereinafter established, are hereby irrevocably pledged to the
payment of the principal of and interest on the Bonds as the same
become due.

Section 3.09. Form of Original Bonds. The text of the
Series 1986 A Bonds and the Series 1986 B Bonds, respectively, 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 1986 A Bond]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
BERKELEY CNITNTY PUBLIC SERVICE SEWER DISTRICT
SEWER REVENUE BOND, SERIES 1986 A

No. R~ $

KNOW ALL MEN BY THESE PRESENTS: That BERKELEY COUNTY
PUBLIC SERVICE SEWER DISTRICT, a public corporation of the State of
West Virginia in Berkeley 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 West Virginia
Water Development Authority or registered assigns (the "Payee'") the
sum of
(s . )}, in installments on October 1 of each year as set
forth on the "Schedule of Annual Debt Service" attached as Exhibit A
hereto and incorporated herein by reference with interest omn each
installment at the rate per annum set forth on said Exhibit A,

The interest rate on each installment shall run from the
original date of delivery of this Bond to the Payee and payment
therefor, and until payment of such installment, and such interest
shall be payable on April ' and October 1 in each year beginning
October 1, 1986. Principal installments of this Bond are payable in
any coin or currency which, on the respective dates of payment of
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, through Kanawha Valley Bank, N.A., Charleston,
West Virginia, as registrar and paying agent (the "Registrar"). The
interest on this Bond is payable by check or draft mailed to the
registered owner hereof at the address as it appears on the books of
the Registrar on the 15th day of the wonth preceding an interest
payment date.

This Bond may be redeemed prior to its stated date of
maturity in whole or in part at any time, but only with the express
written consent of, and upon the terms and conditions prescribed by,
West Virginia Water Development Authority.

This Bond is issued (i) to pay a portion of the costs of
acquisition and construction of certain sewerage collection and
transportion facilities of the Issuer (the "Project") and (ii) to
pay certain costs of issuance hereof and related costs. This Bond
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is d1ssued under the authority of and in full compliance with the
Constitution and statutes of the State of West Virginia, including
particularly Chapter 16, Article 13A of the West Virginia Code of
1931, as amended (the "Act™), a Resolution duly adopted by the
Issuer on the 6th day of March, 1986, and a Supplemental Resolution
adopted by the Issuer on the 6th day of March, 1986 (collectively
called 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 Legislationm.

This Bond 1s issued contemporaneously with the Sewer
Revenue Bonds, Series 1986 B, of the Issuer (the "Series 1986 B
Bonds") issued in the aggregate principal amount of $1,638,194, and
the Sewer Revenue Bonds, Series 1986 C, of the 1Issuer (the
"Series 1986 C Bonds") issued in the aggregate principal amount of
$800,000. The Series 1986 A Bonds and Series 1986 C Bonds are om a
parity with respect to liens, pledges and sources of and security
for payment thereof,. The Series 1986 B Bonds are junior and
subordinate with respect to liens and sources of and security for
payment to the Series 1986 A Bonds and Series 1986 C Bonds.

This Bond is payable only from and secured by a pledge of
the Net Revenues (as defined in the Bond Legislation) to be derived
from the operation of the System, moneys in the Reserve Account
created under the Bond Legislation for the Bonds of this Series (the
"Series 1986 A Bonds Reserve Account"), and unexpended proceeds of
the Bonds. Such Net Revenues shall be sufficient to pay the
principal of and interest on all bonds which may be issued pursuant
to the Act and which shall be set aside as a special fund hereby
pledged for such purpose. This Bond does not constitute a corporate
indebtedness of the Isguer within the meaning of any conmstitutional
or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same or the interest thereon except from said
special fund provided from the Net Revenues, the moneys in the
Series 1986 A Bonds Reserve Account and unexpended Bond proceeds.
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 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 1157 of the amount required to
pay the maximum amount due in any ensuing fiscal year of principal
of and interest on all obligations payable from such revenues,
provided however, that so long as there exists in the Series 1986 A
Bonds Reserve Account and the reserve account established for the
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Series 1986 B Bonds or any other obligations outstanding prior to or
on a parity with the Series 1986 A or Series 1986 B Bonds (except
for the Series 1986 C Bonds), sufficient moneys to pay the maximum
amount of principal and interest which will become due on such bonds
in any succeeding fiscal year, such percentage may be reduced to
110Z. The Issuer has entered into certain further covenants with
the registered owners of the Bonds for the terms of which reference
is made to the Bond Legislation. Remedies provided the registered
owners of the Bonds are exclusively as provided in tie Bond
Legislation, to which reference 1is here made for a detailed
description thereof.

This Bond is transferable, as provided in the Bond
Legislation, only upon the books of the Registrar by the Payee, or
by its attorney duly authorized in writing, upon the surrender of
this Bond together with a written instrument of trapsfer
gatisfactory to the Bond Regilistrar duly executed by the Payee or its
attorney duly authorized in writing.

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 wmoney received from the sale of this Bond, after
reimbursement and repayment of all amounts advanced for preliminpary
expenses as provided by law, shall be applied solely to the payment
of the Costs of the Project described in the Bond Legislation or to
the appurtenant sinking fund, and there shall be and hereby is
created and granted a lien upon such moneys, until so applied, in
favor of the holder of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all
acts, conditions and things required to exist, happen and be
performed precedent to and in the issuance of this Bond have
existed, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond,
together with all other obligations of 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 revenues of the
System has been pledged to and will be set aside into sald special
fund by the Issuer for the prompt payment of the principal of and
interest on this Bond.

All provisions of the Bond Legislation, resolutions and
statutes under which this Bond is 1ssued 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, BERKELEY COUNTY PUBLIC SERVICE SEWER

DISTRICT has caused this Bond to be signed by its Chairman and its

corporate seal to be hereunto affixed or imprinted hereon and

attested by its Secretary, and has caused this Bond to be dated
s 1986.

[SEAL]

Chairman

ATTEST:

Secretary
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond 1is one of the Series 1986 A Bonds described in
the within-mentioned Bond Legislation and has been duly registered
in the name of the registered owner set forth above.

Date:

KANAWHA VALLEY BANK, N.A.,
as Bond Registrar

By
Its Authorized Officer
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EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE
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[Form of Assignment]

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

the within Bond and does hereby irrevocably constitute and appoint
, Attorney to transfer

the said Bond on the books kept for registration of the within Bond

of the said Issuer with full power of substitution in the premises.

Dated: s .

In the presence of:
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[Form of Series 1986 B Bond]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
SEWER REVENUE BOND, SERIES 1986 B

No. R- $

KNOW ALL MEN BY THESE PRESENTS: That BERKELEY COUNTY
PUBLIC SERVICE SEWER DISTRICT, a public corporation of the State of
West Virginia in Berkeley County of said State, (the "Issuer"), for
value received, hereby promises to pay, solely from the special
funds provided therefor, as herelnafter set forth, to West Virginia
Water Development Authority or registered assigns (the "Payee") the
sum of
(% ), in equal annual installments of
$ each, except for the installment due on October 1,
1988, which shall be in the amount of $43,111.05, on October 1 of
each year as set forth on the "Schedule of Annual Debt Service"
attached as Exhibit A hereto and incorporated herein by reference,
without interest.

Principal installments of this Bond are payable in any
coin or currency which, on the reercc:tive dates of payment of such
installments, 1s 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, through Kanawha Valley Bank, N.A., Charleston,
West Virginia, as registrar and paying agent (the "Registrar™).

This Bond may be redeemed prior to its stated date of
maturity in whole or in part of any time, but only with the express
written consent of West Virginia Water Development Authority.

This Bond is issued (1) to pay a portion of the costs of
acquisition and construction of certain sewerage collection and
transportion facilities of the Issuer (the "Project”) and (ii) to
pay certain costs of issuance hereof and related costs. This Bond
is issued under the authority of and in full compliance with the
Constitution and statutes of the State of West Virginia, including
particularly Chapter 16, Article 134 of the West Virginia Code of
1931, as amended (the "Act"), a Resolution duly adopted by the
Issuer on the 6th day of March, 1986, and a Supplemental Resolution
adopted by the Issuer on the 6th day of March, 1986 (collectively
called the "Bond Legislation"), and is subject to all the terms and
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conditions therecf. The Bond Legislation provides for the issuance
of additional bonds under certain conditions, and such bonds would
be entitled to be pald 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 payable only from and secured by a pledge of
the Net Revenues (as defined in the Bond Legislation) to be derived
from the operation of the System, after thece has first been paid
from said Net Revenues all payments then due and owing on the
Series 1986 A Bonds and Series 1986 C Bonds herein described, moneys
in the Reserve Account created under the Bond Legislation for the
Bonds of this Series (the "Series 1986 B Bonds Regserve Account'),
and unexpended proceeds of the Bonds. Such Net Revenues shall be
gsufficient to pay the principal of and interest on all bonds which
may be issued pursuant to the Act and which sha’? he set aside as a
gpecial fund hereby pledged for such purpose. This Bond does not
constitute a corporate indebtedness of the Issuer within the meaning
cf any constitutional or statutory provisions or limitations, mnor
shall the Issuer be obligated to pay the same or the interest
thereon except from said speclial fund provided from the Net
Revenues, the moneys in the Series 1986 B Bonds Reserve Account and
unexpended Bond proceeds. 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 Sy=tem and the
services rendered thereby, which shall be sufficilent .. provide for
the reasonable expenses of operation, repalr and maintenance of the
System, and to leave a balance each year equal to at least 1137 of
the amount required to pay the maximum amount due in any ensuing
fiscal year of principal of and interest on all obligations payable
from such revenues, provided however, that so long as there exists
in the Series 1986 B Bonds Reserve Account and the reserve account
established for the Serles A Bonds, or any other obligations
outstanding prior to or on a parity with the Series 1986 A or Series
1986 B Bonds (excluding the Series 1986 C Bonds), sufficient moneys
to pay the maximum amount of principal and interest which will
become due on such bonds in any succeeding fiscal year, such
percentage may be reduced to 110%. The Issuer he. :ntered into
certain further covenants with the registered owners of the Bonds
for the terms of which reference is made to the Bond Legislation.
Remedies provided the registered owners of the Bonds are exclusively
as provided in the Bond Legislation, to which reference is here made
for a detailed description thereof.

This Bond 1s transferable, as provided in the Bond
Legislation, only upon the books of the Registrar by the Payee, or
by its attorney duly authorized in writing, upon the surrender of
this Bond together with a written Instrument of transfer
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satisfactory to the Bond Registrar duly executed by the Payee or its
attorney duly authorized in writing.

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 recelved from the sale of this Bond, after
reimbursement and repayment of all amounts advanced for preliminary
expenses as provided by law, shall be applied solely to the payment
of the Cosgts of the Project described in the Bond Legislation or to
the appurtenant sinking fund, and there shall be and hereby is
created and granted a lien upon such moneys, until so applied, in
favor ¢f the holder of the Bonds, which lien is subordinate to the
lien thereon in favor of the holders of the Series 1986 A Bonds.

THIS BOND IS JUNIOR AND SUBORDINATE WITH RESPECT TO LIENS,
PLEDGES AND SOURCES OF AND SECURITY FOR PAYMENT TO THE OUTSTANDING
SEWER REVENUE BONDS, SERIES 1986 A, OF THE ISSUER, ISSUED
CONCURRENTLY HEREWITH AND DESCRIBED IN THE BOND LEGISLATION (THE
"SERIES 1986 A BONDS"™) AND THE OUTSTANDING SEWER REVENUE BONDS,
SERIES 1986 C, OF THE ISSUER, ALSO ISSUED CONCURRENTLY HEREWITH AND
DESCRIBED IN THE SEPARATE RESOLUTION AUTHORIZING SUCH ISSUE (THE
"SERIES 1986 C BONDS").

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all
acts, conditions and things required to exist, happen and be
performed precedent to and 1in 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 revenues of the
System has been pledged to and will be set aside intc said special
fund by the Issuer for the prompt payment of the principal of this
Bond.

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

DISTRICT has caused this Bond to be signed by its Chairmam and its

corporate seal to be hereunto affixed or imprinted hereon and

attested by its Secretary, and has caused this Bond to be dated
s 1986.

[SEAL]

Chairman

ATTEST:

Secretary
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1986 B Bonds described in
the within-mentioned Bond Legislation and has been duly registered
in the name of the registered owmer set forth above,

Date:

KANAWHA VALLEY BANK, N,A.,
as Bond Regilstrar

By
Its Authorized Officer
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EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE
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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
s 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 3.10. Sale of Original Bonds; Execution of Loan
Agreement with Authority. The Original Bonds shall be sold to the
Authority, pursuant to the terms and conditions of the Loan
Agreement. If not so authorized by previous resolution, the
Chairman is specifically authorized and directed to execute the Loan -
Agreement in the form attached hereto as "Exhibit B," and made a
part hereof, and the Secretary is directed to affix the seal of the

Issuer, attest the same and deliver cthe Loan Agreement to the
Authority.
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ARTICLE IV

INTERIM CONSTRUCTION FINANCING

Section 4.01. Authorization and General Terms. In order
to pay certain Costs of the Project pending receipt of the Grant
Receipts, the Issuer may issue and sell its Notes in the aggregate
principal amount of not to exceed $8,000,000. The Notes may be in
the form of grant anticipation notes or as evidence of a line of
credit from a commercial bank, at the discretion of the Issuer, and
as shall be set forth in a supplemental resclution. The Notes shall
bear interest from the date or dates, at such rate or rates, payable
on such dates and shall mature on such date or dates and be subject
to such prepayment or redemption, all as provided in the Indenture
or supplemental resolution.

Section 4.02, Terms of and Security for Notes; Trust
Indenture. The Notes shall be issued in fully registered form, in
the denomination of $5,000 or any integral multiple thereof, with
such terms and secured in the manner set forth in the Indenture
(which Indenture in substantially the form to be executed and
delivered by the Issuer is attached hereto as "Exhibit A" and made a
part hereof) or in the Supplemental Resolution,

Section 4.03. Notes are Special Obligations. The Notes
shall be special obligations of the Issuer payable as to principal
and interest c=7l.ly from the respective sources described in the
Granting Clauses and Article III of the Indenture or in the
Supplemental Resolution. The Notes do not and shall not comnstitute
an indebtedness of the 1Issuer within the meaning of any
constitutional or statutory provisions. The general funds of the
Issuer are not liable, and neither the full faith and credit nor any
taxing power of the Issuer 1s pledged for the payment of the Notes.
The Holders of the Notes shall never have the right to compel the
forfeiture of any property of the Issuer. The Notes shall not be a
debt of the Issuer, nor a legal or equitable pledge, charge, lien or
encumbrance upon any property of the Issuer or upon any of its
income, receipts or revenues except as set forth in the Indenture.

Section 4.04, TLetters of Credit. As additional security
for the Notes, the Issuer may obtain a letter or letters of credit
from a bank or banks, pursuant to which such bank or banks would
agree to pay to the Trustee, upon presentation by the Trustee of
certain certificates, the sum or sums set forth therein but not to
exceed $2,000,000 in the aggregate. In the event of a draw under
any such letter of credit, the Issuer shall issue its refunding
notes to the bank issuing such letter of credit. Any such letter of
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credit shall be authorized and shall have such terms as shall be set
forth in the Supplemental Resolution,
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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
created with and shall be held by, the Depository Bank:

(1) Revenue Fund;

(2) Operation and Maintenance Fund;

(3) Renewal and Replacement Fund; and

(4) Bond Construction Trust Fund.

Section 5.02. Establishment of Funds and Accounts with

Commission. The followﬁng special funds or accounts are hereby
established with the Commission:

(1) Series 1986 A Bonds Sinking Fund;

(a) Within the Series 1986 A Bonds Sinking
Fund, the Series 1986 A Bonds Reserve. Account.

(2) Series 1986 B Bonds Sinking Fund;

(a) Within the Series 1986 B Bonds Sinking
Fund the Series 1986 B Bonds Reserve Account.

Section 5.03. System Revenues; Flow of Funds. A. The
entire Gross Revenues derived from the operation of the System shall
be deposited upon receipt in the Revenue Fund. The Revenue Fund
shall constitute a trus*t 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.

(1) The 1Issuer shall first, each month, transfer
from the Revenue Fund and Deposit in the Operation and
Maintenance Fund an amount sufficient to pay current
Operating Expenses of the System.

(2) Thereafter, from the moneys remaining in the
Revenue Fund, the Issuer shall next, on the first day of
each month, commencing 7 months prior to the first date of
pavment of interest on the Series 1986 A Bonds for which
interest has not been capitalized, apportion and set apart
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out of the Revenue Fund and remit to the Commission, for
deposit in the Series 1986 A Bonds Sinking Fund, a sum
equal to l/6th of the amount of interest which will become
due on saild Serles 1986 A Bonds on the next ensuing
semiannual interest payment date, less any moneys
transferred from the Series 1986 A Bonds Reserve Account
for the purpose of making interest payments and investment
earnings on sums previously deposited in the Series 1986 A
Bonds Sinking Fund for the purpose of making interest
payments on the Seriles 1986 A Bonds; provided, that, in
the event the period to elapse between the date of such
initial deposit in the Series 1986 A Bonds Sinking Fund
and the next semiannual interest payment date 1s less than
7 months, then such monthly payments shall be increased
proportionately to provide, one month prior to the next
semiannual Interest payment date, the required amount of
interest coming due omn such date,

(3) The lssuer shall :lso, on the first day of each
month, commencing on the first date of payment of interest
on the Series 1986 C Bonds, apportion and set apart out of
the Revenue Fund and remit to the Paying Agent for the
Series 1986 C Bonds, for deposit in the Series 1986 C
Bonds Sinking Fund, the amount of interest which becomes
due on the Series 1986 C Bonds on such monthly imterest
payment date.

(4) The Issuer shall also, ~: the first day of each
month, commencing 13 months prior to the first date of
payment of principal on the Serles 1986 A Bonds, apportion
and set apart out of the Revenue Fund and remit to the
Commission for deposit in the Series 1986 A Bonds Sinking
Fund, a sum equal to 1/12th of the amount of principal
which will mature and become due on saild Series 1986 A
Bonds on the next ensuing principal payment date, less any
moneys transferred from the Series 1986 A Bonds Reserve
Account for the purpose of making principal payments and
investment earnings on sums previously deposited in the
Series 1986 A Bonds Sinking Fund for the purpose of making
principal payments on the Series 1986 A Bonds; provided,
that, in the event the period to elapse between the date
of such initial deposit in the Series 1986 A Bonds Sinking
Fund and the next annual principal payment date is less
than 13 months then such wmonthly payments shall be
increased proportionately to provide, one month prior to
the next annual principal payment date, the required
amount of principal coming due on such date.
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(5) The Issuer shall also, on the first day of each
month, commencing on the first date of payment of
principal of the Series 1986 C Bonds, apportion and set
apart out of the Revenue Fund and remit to the Paying
Agent for the Series 1986 C Bonds for deposit in the
Series 1986 C Bonds Sinking Fund, tr~ amount of principal
which becomes due on the Series 1986 C Bonds on principal
payment date.

{6) The Issuer shall also, on the first day of each
month, commencing 13 months prior to the first date of
payment of principal of the Bonds, apportion and set apart
out of the Revenue Fund and remit to the Commission for
deposit in the Series 1986 A Bonds Reserve Account, an
amount equal to 1/120 of the Series 1986 A Bonds Reserve
Requirement; provided, that no further payments shall be
made into the Series 1986 A Bonds Reserve Account when
there shall have been deposited the~ein, and as long as
there shall remain on deposit there.n, an amount equal to
the Series 1986 A Bonds Reserve Requirement.

(7) From the moneys remaining in the Revenue Fund,
the Issuer shall next, on the first day of each month,
commencing with the month succeeding the first ({full
calendar month after commencement of operation of the
System, transfer to the Renewal and Replacement Fund a sum
equal to 2 1/2% of the Gross Revenues each month,
exclusive of any payments for account of ti.: Series 1986 A
Reserve Account in the Series 1986 A Sinking Fund. All
funds in the Renewal and Replacement Fund shall be kept
apart from all other funds of the Issuer or of the
Depository Bank and shall be invested and reinvested in
accordance with Article VIII hereof, Withdrawals and
disbursements may be made from the Renewal and Replacement
Fund for replacements, emergency <epalrs, improvements or
extensions to the System; provided, that any deficiency in
the Serles A Reserve Account ([except to the extent such
deficiency exists because the required payments into such
account have not, as of the date of determination of a
deficiency, funded such account to the maximum extent
required by Subsection 5.03(A)(6)] shall be promptly
eliminated with moneys from the Renewal and Replacement
Fund.

(8) The Issuer shall next, on the first day of each
month, commencing 13 months prior to the first date of
payment of principal on the Series 1986 B Bonds, apportion
and set apart out of the Revenue Fund and remit to the
Commission for deposit in the Series 1986 B Bonds Sinking

37.



Fund, a sum equal to 1/12th of the amount of primncipal
which will mature and become due on said Series 1986 B
Bonds on the next ensuilng principal payment date, less any
moneys transferred from the Series 1986 B Bonds Reserve
Account for the purpose of making principal payments and
investment earnings on sums previously devosited in the
Series 1986 B Bonds Sinking Fund for the purpose of making
principal payments on the Seriles 1986 B Bonds; provided,
that, in the event the period to elapse between the date
of such initial deposit in the Series 1986 B Bonds Sinking
Fund and the next annual principal payment date is less
than 13 months, then such monthly payments shall be
increased proporticnately to provide, one month prior to
the next annual principal payment date, the required
amount of principal coming due on such date.

(9) The Issuer shall next, on the first day of each
month, commencing 13 months prior to the first date of
payment of principal of the Bonds, apportior and set apart
out of the Revenue Fund and remit to the Commission for
deposit in the Series 1986 B Bonds Reserve Account, an
amount equal to 1/120 of the Series 1986 B Bonds Reserve
Requirement; provided, that no further payments shall be
made into the Series 1986 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 1986 B Bonds Reserve Requirement.

Moneys in the Series 1986 A Bonds Sinking Fund, the
Series 1986 B Bonds Sinking Fund and the Series 1986 C
Bonds Sinking Fund shall be used only for the purposes of
paying principal of and interest on the respective series
of Bonds as the same shall become due. Moneys in the
Series 1986 A Bonds Reserve Account and the Series 1986 B
Bonds Reserve Account shall be used only for the purpose
of paying principal of and interest on the respective
series of Bonds, as the same shall come due, when other
moneys in the attendant Sinking Fund are insufficient
therefor, and for no other purpose.

All investment earnings on  moneys in the
Series 1986 A Bonds Reserve Account and the Series 1986 B
Bonds Reserve Account shall be transferred, not less than
once each year, to the respective Sinking Fund and applied
in full to the next ensuing principal payment due on the
respective series of Bonds.
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Any withdrawals from the Series 1986 A Bonds Reserve
Account which result in a reduction in the balance of the
Series 1986 &4 Bonds Reserve Account to below the
Series 1986 A Bonds Reserve Requirement shall be
subsequently restored from the first Net Revenues
available after all required payments to the Series 1986 A
Bonds Sinking Fund and the Series 1986 C Bonds Sinking
Fund for payment of debt service on the Series 1986 A and
Series 1986 C Botds have beer made in full.

Any withdrawals from the Series 1986 B Bonds Reserve
Account which result in a reduction in the balance of the
Series 1986 B  Bonds Reserve Account to below the
Series 1986 B Bonds Reserve Requirement shall be
subsequently restored from the first Net Revenues
available after all required payments to the accounts for
the Series 1986 A and Series 1986 C Bonds and the Remnewal
and Replacement Fund have been made in full,

As and when additional Bonds ranking on a parity with
the Series 1986 B Bonds are issued, provision shall be
made for additional payments into the Series B Sinking
Fund sufficient to pay the interest on such additional
parity Bonds and accomplish retirement thereof at maturity
and to accumulate a balance in the Series B Reserve
Account 1n an amount equ_l to the maximum provided and
required to be paid into the Series B Sinking Fund in any
Fiscal Year for account of all the Series 1986 B Bonds,
including such additional Series 1986 B Bonds which by
their terms are payable from such Sinking Fund.

The Issuer shall not be required to make any further
payments into the Seriles 1986 A Bonds Sinking Fund, the
Series 1986 B Bonds Sinking Fund, the Reserve Accounts
therein or into the Series 1986 C Bonds Sinking Fund when
the aggregate amount of funds 1in all said Sinking Funds
and said Reserve Accounts are at least equal to the
aggregate principal amo:-- of the respective Bonds and
Series 1986 C Bonds igsued pursuant to this Bond
Legislation then Outstanding.

The Commission is hereby designated as the fiscal
agent for the administration of the Series 1986 A Bonds
and Series 1986 B Bonds Sinking Funds created hereunder,
and all amounts required for said Sinking Funds shall be
remitted to the Commission from the Revenue Fund by the
Issuer at the times provided herein. All amounts required
for the Series 1986 C Bouds Sinking Fund shall be remitted
to the Paying Agent for the Series 1986 C Bonds.
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The payments into the Sinking Funds shall be made on
the first day of each month, except that when the first
day of any month shall be a Sunday or legal holiday then
such payments shall be made on the next succeeding
business day, and all such payments shall be remitted to
the Commission or the Paying Agent for the 1986 C Bonds,
as required, with appropriate instructions as to the
custody, use and application thereof consistent with the
provisions of this Bond Legislation.

Moneys in the Reserve Accounts shall be invested and
reinvested by the Commission in accordance with
Section 8.0l hereof.

The Sinking Funds, including the Reserve Accounts
therein, shall be used solely and only for, and are hereby
pledged for, the purpose of servicing the respective Bonds
and any additional Bonds ranking on a parity therewith
that may be issued and COutstanding under the conditiouns
and restrictions hereinafter set forth.

B. Whenever all of the required and provided transfers
and payments from the Revenue Fund into the several special funds,
as herelnbefore provided, are current and there remains in said
Revenue Fund a balance in excess of the estimated amounts required
to be so transferred and paid into the Sinking Funds, including the
Reserve Accounts therein, and the Renewal and Replacement Fund
during the following month or such other period as required by law,
such excess shall be considered as surplus revenues {(the "Surplus
Revenues"). Surplus Revenues may be used for any lawful purpose of
the Issuer, including, but not limited to, payment to the Trustee
for deposit in the Notes Debt Service Fund, as defined in the
Indenture,

C. The Issuer shall remit from the Revenue Fund to the
Commission, the Paying Agent or the Depository Bank, on such dates
as the Commission or the Depository Bank, as the case may be, shall
require, such additional sums as shall be necessary to pay the
Depository Bank's charges and the Paying Agent fees then due.

D. The moneys in excess of the sum 1insured by the
maximum amounts insured by FDIC in the Revenue Fund and the Renewal
and Replacement Fund shall at all times be secured, to the full
extent thereof 1n excess of such 1nsured sum, by Qualified
Investments as shall be eligible as security for deposits of state
and municipal funds under the laws of the State.

E. If on any monthly payment date the revenues are
insufficient to place the required amount in any of the funds and
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accounts as hereinabove provided, the deficiency shall be made up in
the subsequent payments in addition to the payments which would
otherwise be required to be made into the funds and accounts on the
subsequent payment dates.

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

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

H. All Top Fees shall be deposited by the Issuer, as
received, in the Bond Construction Trust Fund.
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ARTICLE VI

BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 6.0l. Application of Bond Proceeds; Pledge of
Unexpended Bond Proceeds. From the moneys received from the sale of
any or all of the Original Bonds, the following amounts shall be
first deducted and deposit:d in the order set forth below:

A. Any accrued interest received from the sale shall be
deposited in the appropriate Sinking Fund and applied to the first
interest payment due on the applicable Series of Bonds.

B. The amount of the proceeds which together with the
proceeds deposited nursuant to Subsection (A) of this section and
together with the earnings thereon, shall be at least sufficient to
pay interest, if any, on the applicable Series of Bonds for the
period specified in the Supplemental Resolution shall be deposited
in the appropriate Sinking Fund; provided, that such period may not
extend beyond the date which is 6 months after the estimated date of
completion of construction of the Project.

c. The remaining moneys derived from the sale of the
Bonds shall be deposited with the Depository Bank (which shall also
be the Trustee) 1n th. Bond Construction Trust Fund and applied
solely to payment of Costs of the Project in the manner set forth in
Section 6.02,

D. The Depository Bank shall act as a trustee and
fiduciary for the Bondholder with respect to the Bond Comstruction
Trust Fund and shall comply with all requirements with respect to
the disposition of the Bond Construction Trust Fund set forth
herein. Moneys in the Bond Construction Trust Fund shall be used
solely to pay Costs of the Project and until so expended, are hereby
pledged as additional security for the Bonds. In the event that
Grant Anticipation Notes are issued, the disposition of funds in the
Bond Construction Tru.. Fund may be .modified from that set forth
herein, with the written consent of the Authority.

Section 6.02. Disbursements From the Bond Construction
Trust Fund. Payments for Costs of the Project shall be made
monthly.

Disbursements from the Bond Construction Trust Fund,
except from the costs of issuance thereof which shall be made upon
request of the Issuer, shall be made only after submission to the
Depository Bank of a certificate, signed by an Authorized Officer
and the Consulting Engineers, stating:
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(A) That none of the items for which the payment is
proposed to be mwade has formed the basis for any
disbursement theretcfore made;

(B) That each item for which the payment is proposed
to be made 1s or was necessary in connection with the
Project and constitutes a Cost of the Project;

(C) That each of such costs has been otherwise
properly incurred; and

(D) That payment for each of the items proposed is
then due and owing.

In case any contract provides for the retention of a
portion of the contract price, the Depository Bank shall disburse
from the Bond Construction Trust Fund only the net amount remaining
after deduction of any such portion. All payments made from the
Bond Construction Trust Fund shall be presumed by the Depository
Bank to be made for the purposes set forth in said certificate, and
the Depository Bank shall not be required to monitor the application
of disbursements from the Bond Construction Trust Fund. The
Consulting Engineers shall from time to time file with the
Depository Bank written statements advising the Depository Bank of
its then authorized representative,

Pending such application, moneys in the Bond Construction
Trust Fund, including any accounts therein, shall be invested and
reinvested in qualified investments at the directiom of the Issuer.

Whenever the Depository Bankshall have received notice
that any Grant has been suspended, terminated or annulled, or a
stop-work order has been issued, the Depository Bank shall not make
further disbursements from the Bond Construction Trust Fund until it
shall have received notice of the lifting of such suspension or
stop-work order. Notwithstanding the foregoing provisions of this
paragraph, 1f the Grant which has been suspended, terminated or
annulled is a Grant other than the EPA Grant or the WDA Grant, and
the Issuer files with the Depository Bank a certificate of the
Consulting Engineers reciting the conclusion and demonstrating that
the Project can be completed without such other Grant, the
Depository Bank shall continue. to make disbursements from the Bond
Construction Trust Fund.

After completion of the Project, as certified by the

Consulting Engineers, the Depository Bank shall transfer any moneys
remaining in the Bond Construction Trust Fund to the Revenue Fund.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.0l. 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 1in any court of competent jurisdiction by
any Holder or Holders of the 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 Bonds as
hereinafter provided 1in this Article VII., All such covenants,
agreements and provisions shall be irrevocable, except as provided
herein, as long as any of sald Bonds or the interest thereon is
Qutstanding and unpaid.

Until the payment in full of the principal of and interest
on the Notes when due, the covenants, agreements and provisions
contained in this Bond Legislation shall, where applicable, also
inure to the benefit of the Holders of the Notes and the Trustee
therefor and constitute valid and legally binding covenants of the
Issuer, enforceable 1n any court of competent jurisdiction by the
Trustee or any Holder or Holders of sald Notes as prescribed in the
Indenture; provided, that Section 7.04 and Section 7.09 shall not be
applied to the Notes.

Section 7.02. Bonds and Notes not to be Indebtedness of
the Issuer. Neither the Bonds nor the Notes shall be or constitute
an 1indebtedness 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 Bonds or Notes,
shall ever have the right to compel the exercise of any taxing power
of the Issuer to pay sald Bonds or Notes or the interest thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues.
The payment of the debt service of the Series 1986 A Bonds issued
hereunder shall be secured forthwith equally and ratably by a first
lien on the Net Revenues derived from the operation of the System
(on a parity with the Series 1986 C Bonds) and payment of the debt
service of the Series 1986 B Bonds issued hereunder shall be secured
forthwith equally and ratably by a lien on said Net Revenues, but
such lien shall be junior and subordinate to the liens on said Net
Revenues in favor of the Holders of the Series 1986 A Bonds, to the
extent necessary to make the payments required under Section 5.03 of
this Resolution and in favor of the Holders of the Series 1986 C
Bonds, to the extent necessary to make the payments required under
the separate resolution pursuant to which the Series 1986 C Bonds
are issued. The revenues derived from the System, in an amount
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sufficient to pay the principal of and interest on the Bonds and to
make the payments into the Sinking Funds, including the Reserve
Accounts therein, and all other payments provided for in the Bond
Legislation are hereby irrevocably pledged, in the manner provided
therein, to the payment of the principal of and interest on the
Bonds as the same become due, and for the other purposes provided in
the Bond Legislation.

Section 7.04. Initial Schedule of Rates and Charges;
Rules., The initial schedule of rates and charges for the services
and facilities of the System shall be as set forth im the Orders of
the Public Service Commission of West Virginia entered December 31,
1985 (Case No. 85-185-S-CN), and June 2, 1983 (Case
No. 83-082-5-CN).

Section 7.03. Sale of the System. 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 pay fully all the Bonds and Notes,
if any, Outstanding, or to effectively defease this Resolution in
accordance with Section 10.01 hereof and, if not previously
defeased, the Indenture 1in accordance with Section 8.01 thereof.
The proceeds from any such sale, mortgage, lease or other
disposition of the System shall, with respect to the Bonds, -
immediately be remitted to the Commission for deposit in the Sinking
Funds, and, in :he event the Authority is no longer a Bondholder,
the Issuer shall direct the Commission to apply such proceeds to the
payment of principal at maturity of and interest on the Bonds about
to mature. Any balance remaining atfter the payment of all the Bonds
and interest 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. With respect
to the Notes, such proceeds in an amount sufficient to pay in full
the Notes shall be remitted to the Trustee for deposit in the Notes
Debt Service Fund , to apply to the payment of the Notes, prior to
maturity if allowable under the Supplemental Resolution.

The £ -egoing provision notwithstanding, the Issuer shall
have and hereby reserves the right to sell, lease or otherwise
dispose of any of the property comprising a part of the System
hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior to
any such sale, lease or other disposition of such property, if the
amount to be received therefor, together with all other amounts
received during the same Fiscal Year for such sales, leases or other
dispositions of such properties, is not in excess of $10,000, the
Issuer shall, by resolution, determine that such property comprising
a part of the System 1s no longer necessary, useful or profitable in
the operation thereof and may then provide for the sale of such
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property. The proceeds of any such sale shall be deposited in the
Renewal and Replacement Fund. If the amount to be received from
such sale, lease or other disposition of said property, together
with all other amounts received during the same Fiscal Year for such
sales, leases or other dispositions of such properties, shall be in
axcess of $10,000 but not in excess of $50,000, the Issuer shall
first, determine upon consultation with the Consulting Engineers
that such property comprising a part of the System is no longer
necessary, useful or profitable in the operation thereof and may
then, if it be so advised, by resolution duly adopted, authorize
such sale, lease or other disposition of such property upon public
bidding. The proceeds derived from any such sale, lease or other
disposition of such property, aggregating during such Fiscal Year in
excess of $10,000 and not in excess of $50,000, shall be remitted by
the Issuer to the Commission for deposit in the Sinking Funds and
shall be applied only to the purchase of Bonds of the last
maturities then Outstanding at prices not greater than the par wvalue
thereof plus 3% of such par value. Such payment of such proceeds
into the Sinking Funds or the Renewal and Replacement Fund shall not
reduce the amounts required to be paid into said funds by other
provisions of this Bond Legislation, No sale, lease or other
disposition of the properties of the System shall be made by the
Issuer if the proceeds to be derived therefrom, together with all
other amounts received during the same Fiscal Year for such sales,
leases, or other dispositions of such properties, shall be in excess
of $50,000 and insufficient to pay all the Bonds then Outstanding
without the prior approval and consent in writing of the Holders, or
their July authorized representatives, of over 507 in amount of the
Bonds then Qutstanding and the Consulting Engineers. The Issuer
shall prepare the form of such approval and comsent 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 OQut
of Revenues and General Covenant Against Encumbrances. The Issuer
shall not 1ssue any obligations whatsoever with a lien on or
otherwise payable from any source of payment pledged origimally to
the Notes 1ssued under the Indenture or Supplemental Resolution
prior to or on a parity with the lien on behalf of such Notes until
such Notes have been defeased in accordance with the provisions of
the Indenture, the Bond Legislation and the Supplemental Resolution;
and, so long as any of the Bonds are Qutstanding, the Issuer shall
not (except for the Series 1986 C Bonds) issue any other obligations
whatsoever payable from the revenues of the System which ranmk prior
to, or equally, as to lien on and source of and security for payment
from such revenues with cthe Bonds; provided, however, that
additional Bonds on a parity with the Series 1986 B EBonds only may
be issued as provided for in Section 7.07 hereof. All obligationms
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issued by the Issuer after the issuance of the Bonds and payable
from the revenues of the System, except the Series 1986 C Bonds and
such additional parity Bonds, shall contain an express statement
that such obligations are junior and subordinate, as to lien on and
source of and security for payment from such revenues and in all
other respects, to both the Series 1986 A Bonds and the
Series 1986 B Bonds; provided, that no such subordinate obligatioms
shall be issued unless all payments required tc be made into the
Reserve Accounts and the Kenewal and Replacement Fund at the time of
the issuance of such subordinate ocbligations have been made and are
current,

Except as provided above, the Issuer shall not create, or
cause or permit to be created, any debt, lien, pledge, assigmment,
encumbrance or any other charge having priority over or being on a
parity with the lien of the Bonds, and the interest thereon, upon
any of the income and revenues of the System pledged for payment of
the Bonds and the interest thereon in this Bond Legislation, or upcen
the Syr-em or any part thereof.

Section 7.07. Parity Bonds. A. With the exception of
the 1986 Serles C Bonds, 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.

No Parity Bonds shall be issued which shall be payable out
of the revenu:, of the System prior to or on a parity with the
Series 1986 A Bonds. All Parity Bonds issued hereunder shall be on
a parity in all respects with the Series 1586 B 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
one cr more series of Bonds issued pursuant hereto, or both such
purposes.

No Parity Bonds shall be issued at any time, however,
unless there has been procured and filed with the Secretary a
written statement by the Independent Certified Public Accountants,
based upon the necessary investigation and certification by the
Consulting Engineers, reciting the conclusion that the Net Revenues
actually derived, subject to the adjustments hereinafter provided
for, from the System during any 12 consecutive months, within the
18 months immediately preceding the date of the actual issuance of
such Parity Bonds, plus the estimated average increased annual Net
Revenues to be received in each of the 3 succeeding years after the
completion of the improvements to be financed by such Parity Bonds,
shall not be less than 1157 of the largest aggregate amount that
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will mature and become due in any succeeding Fiscal Year for
principal of and interest on the following:

(A) The Bonds and the Series C Bonds then
Qutstanding;

(B} Any Parity Bonds theretofore issued pursuant to
the provisions contained 1in this Resolution then
Qutstanding; and

(C) 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 enacted by the Issuer, the period for appeal of
which has expized prior to the date of delivery of such Parity
Bonds, and shall not exceed the amount to be stated in a certificate
of the Consulting Engineers, which shall be filed in the office of
the Secretary prior to the issuance of such Parity Bonds.

The Net Revenues actually derived from the System during
the 12-consecutive-month period hereinabove referred to may be
adjusted by adding to such Net Revenues such additional Net Revenues
which would have been received, in the opinion of the Comsulting
Engineers and the sail Independent Certified Public Accountants, as
stated in a certificate jointly made and signed by the Consulting
Engineers and said Independent Certified Public Accountants, on
account of increased rates, rentals, fees and charges for the System
enacted by the Issuer, the period for appeal of which has expired
prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such
Parity Bonds, the Issuer shall have entered into written contracts
for the immediate comstruction or acquisition of such additioms,
betterments or improvements, 1f any, to the System that are to be
financed by such Parity Bonds.

All covenants and other provisions of this Bond
legislation (except as to details of such Parity Bonds inconsistent
herewith) shall be for the equal benefit, protection and security of
the Holders of the Bonds and the Holders of any Parity Bonds
subsequently issued from time to time within the limitations of and
in compliance with this section. All the Bonds, regardless of the
time or times of their issuance, shall rank equally with respect to
their lien on the revenues of the System and their source of and
security for payment from sald revenues, without preference of any
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one series of Bonds over any other. The Issuer shall comply fully
with all the increased payments into the various funds and accounts
created in this Bond Legislation required for and on account of such
Parity Bonds, in addition to the payments required for Bonds
theretofore i1ssued pursuant to this Bond Legislation.

All Parity Bonds shall mature on the day of the years of
maturities, and the semlannual interest thereon shall be payable on
the days of each year, specified in a Supplemental Resolution.

Parity Bonds shall not be deemed to include bonds, notes,
certificates or other obligations subsequently issued, the lien of
which on the revenues of the System is subject to the prior and
superior liens of both the Series 1986 A Bonds and the Series 1986 B
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 1in this section, equally, as to lien on and
source of and security for payment from such revenues, with either
the Series 1986 A Bonds or the Series 1986 B Bonds.

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

B. Notwithstanding the foregoing, or any provision of
Section 7.06 to the contrary, Parity Bonds may be issued solely for
the purpose of completing the Project as described 1in the loan
application submitted to the Authority on the date of the Loan
Agreement without regard to the restrictions set forth in this
Section 7.07, 1f chere 1s first obtained by the Issuer the wricten
consent of the Authority,

Section 7,08, Books and Records. The Issuer will keep
books and records of the System, which shall be separate and apart
from all ocher books, records and accounts of the Issuer, in which
complete and correct entries shall be made of all transactions
relating to the System, and any Holder of a Bond or Bomds or of a
Note or Notes issued pursuant to this Bond Legislation or the
Trustee shall have the right at all reascnable times to inspect the
System and all parts thereof and all records, accounts and data of
the Issuer relating thereto.
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The accounting system for the System shall follow current
generally accepted accounting principles and safeguards to the
extent allowed and as prescribed by the Public Service Commission of
West Virginia. Separate control accounting records shall be
maintained by the Issuer. Subsidiary records as may be required
shall be kept in the manner =and on the forms, books and other
bookkeeping records as prescribed by the Governing Body. The
Governing Body shall prescribe and institute the manner by which
subsidiary records of the accounting system which may be installed
remote from the direct supervision of the Governing Body shall be
reported to such agent of the Issuer as the Goverming Body shall
direct.

The Issuer shall file with the Consulting Engineers, the
Trustee and the Authority, or any other original purchaser of the
Bonds, and shall mail in each year to any Holder or Holders of Bonds
or Notes, as the case may be, requesting the same, an annual report
containing the following:

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

B. A balance sheet statement showing all deposits in all
the funds and accounts provided for in this Bomd Legislation and the
Indenture with respect to said Bonds or Notes, as the case may be,
and the status of all sald funds and accounts. :

C. The amount of any Bonds, Notes or other obligations
putstanding,

The Issuer shall also, at least once a year, cause the
books, records and accounts of the System to be audited by
Independent Certified Public Accountants and shall mail wupon
request, and make available generally, the report of said
Independent Certified Public Accountants, or a summary thereof, to
any Holder or Holders of Bonds or Notes, as the case may be, and
shall file said report with the Trustee and the Authority, or any
other original purchaser of the Bonds.

Section 7.09., Rates. Prior to the issuance of the Bonds,
equitable rates or charges for the use of and service rendered by
the System will be established all in the manner and form required
by law, and copies of such rates and charges so established will be
continuously on file with the Secretary, which copies will be open
to inspection by all interested parties. The schedule of rates and
charges shall at all times be adequate to produce Gross Revenues
from said System sufficient to pay Operating Expenses and to make
the prescribed payments into the funds created hereunder. Such
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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. The Issuer shall take the
necessary actions with respect to the imposition of rates at such
times and with such provisions with respect to interest rate and
maturity of the Bonds to finance the 1ssuance of the Bonds as the
purchasers thereof shall require. 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 sufficilent
(1) to provide for all reasonable expenses of operation, repair and
maintenance of the System and (ii) to leave a balance each Fiscal
Year equal to at least 1157 of the maximum amount required in any
succeeding Fiscal Year for payment of principal of and interest on
the Bonds and all other obligations secured by or payable from such
revenues; provided that, in the event that amounts equal to or in
excess of the Reserve Requirements arer on deposit in the Reserve
Accounts or that reserve accounts for bonds prior to or on a parity
with the Bonds are funded at least at the requirement therefor, such
balance each Fiscal Year need only equal at least 110%Z of the
maximum amount required in any succeeding Fiscal Year for payment of
principal of and interest on the Bonds and all other obligations
secured by or payable from such revenues,

Section 7.10. Operating Budget and Audit, The Issuer
shall annually, at least 45 days preceding the beginning of each
Fiscal Year, prepare and adopt by resoluti:z. a detailed, balanced
budget of the estimated expenditures for operation and maintenance
of the System during the succeeding Fiscal Year. No expenditures
for the operation and maintenance of the System shall be made in any
Fiscal Year in excess of the amounts provided therefor im such
budget without a written finding and recommendation by the
Consulting Engineers, which funding and recommendation shall state
in detall 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 107 of the amount
of such budget shall be made except upon the further certificate of
the Consulting Engineers that such increased expenditures are
necessary for the continued operation of the System. The Issuer
shall mail coples of such annual budget and all resolutions
authorizing increased expenditures for operation and maintenance to
the Trustee and the Authority and to any Holder of any Bonds or
Notes, as the case may be, who shall file his or her address with
the Issuer and request in writing that coples of all such budgets
and resolutions be furnished him or her and shall make available
such budgets and all resolutions authorizing increased expenditures
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for operation and maintenance of the System at all reasonable times
to the Trustee and to any Holder of any Bonds or Notes, as the case
may be, or anyone acting for and in behalf of such Holder of any
Bonds or Notes, as the case may be.

In addition, the Issuer shall annuallv cause the records
of the System to be audited by an independent certified public
accountant, the report of which audit shall be submitted to the
Authority and which audit report shall include a statement that the
Issuer is in compliance with the terms and provisions of this Bond
Legislation and the Loan Agreement.

Section 7.11. 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 whatscever for the
providing of any services which would compete with services provided
by the System.

Section 7.12. 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 of the
Issuer, the rules and regulations of the Public Service Commission

of West Virginia and other laws of the State of West Virginia..

Whenever any fees, rates, rentals or other charges for the
services and facilities of the System shall remain unpaid for a
period of 30 days after the same shall become due and payable, the
property and the owner therecf, 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 and tc the extent authorized by the
laws of the State and the rules and regulations of the Public
Service Commission of West Virginia, all delinquent rates, rentals
and other charges, i1f not paid when due, shall become a lien on the
premises served by the System. The Issuer further covenants and
agrees that, it will, to the full extent permitted by law and the
rules and regulations promulgated by the Public Service Commission
of West Virginla, discontinue and shut off the services and
facilities of any services and facilities of the water system, if
then owned by the Issuer, to all delinquent users of services and
facilities of the System and will not restore such services of the
moter system until all billing for charges for the services and
facilities of the System, plus reasonable interest penalty charges
for the restoration of service, has been fully paid.
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Section 7.13. 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, Iinstrumentality officer or employee of the Issuer shall
avail itself or themselves of the facilities or servire= provided by
the System, or any part thereof, the same rates, fees or charges
applicable tc 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.l14. Insurance and Construction Bonds., A. The
Issuer hereby covenants and agrees that so long as any of the Bonds
or the Notes remain Outstanding, the Issuer will, as an Operating
Expense, procure, carry and maintain insurance with a reputable
insurance carrier or carriers as is customarily cover.d with respect
to works and properties similar to the System. Such insurance shall
initially cover the following risks and be in the following amounts:

(A) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF
AND EXTENDED COVERAGE INSURANCE, 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 <I .il
such insurance policies shall be placed in the Remewal and
Replacement Fund and wused only for the repairs and
restoration of the damaged or destroyed properties or for
the other purposes provided herein for sald 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 during comstruction of
the Project in the full insurable value thereof.

(B) 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 $100,000 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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(C) 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 1002
of the construction contract and to be required of each
contractor contracting directly with the Issuer, and such
payment bonds will be filed with the Clerk of The Counf
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,

B. 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 dinsurance, vehicular 1liability insurance and
property damage insurance in amounts adegquate for such purposes and
as 1s customarily carried with respect to works and properties
similar to the Project.

Section 7.15. Mandatory Conmections. The mandatory use
of the System is essential and necessary for the protection and
preservation of the public health, comfort, safety, convenience and
welfare of the inhabitants and residents of, and the economy of, the
Issuer and in order to assure the rendering harmless of sewage and
water-borne waste matter produced or arising within the territory
served by the System. Accordingly, every owner, tenant or occupant
of any house, dwelling or building located near the System, where
sewage will flow by gravity or be transported by such other methoas
approved by the State Department of Health from such house, dwelling
or building into the System, to the extent permitted by the laws of
the State and the rules and regulations of the Public Service
Commission of West Virginia, shall comnect with and use the System
and shall cease the use of all other means for the collection,
treatment and disposal of sewage and waste matters from such house,
dwelling or building where there is such gravity Jlow or
transportation by such other method approved by the State Department
of Health and such house, dwelling or building can be adequately
served by the OSystem, and every such owner, tenant or occupant
shall, after a 30 day notice of the availability of the System, pay
the rates and charges established therefor.

Any such house, dwelling or building from which emanates
sewage or water-borne waste matter and which is not so connected
with the System is hereby declared and found to be a hazard to the
health, safety, comfort and welfare of the inhabitants of the Issuer
and a public nuisance which shall be abated to the extent permitted
by law and as promptly as possible by proceedings in a court of
competent jurisdictiom.
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Section 7.16. Completion of Project. The Issuer will
complete the Project and operate and maintain the System in good
condition,

Section 7.17. Statutory Mortgage Lien. For the further
protection of the Holders of the Bonds, a statutory mortgage lien
upon the System is granted and created by the Act, which statutory
mortgage lien is hereby recognized and declared to be valid and
binding, shall take effect immediately upon delivery of the Bonds
and shall be for the equal benefit of all Holders of each respective
series of Bonds, provided however, that the statutory mortgage lien
in favor of the Holders of the Series 1986 A Bonds and Series 1986 C
Bonds shall be on a parity, and shell be senior to the statutory
mortgage lien in favor of the Holders of the Series 1986 B Bonds.
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ARTICLE VIII

INVESTMENT OF FUNDS; NON ARBITRAGE

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

Except as provided in the Indenture, 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 wvalued 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 wvalue of accrued interest and giving effect to the
amortization of discount. The Commission, the Trustee, or such
other bank or national banking association, as the case may be,
shall sell and reduce to cash a sufficient amount of such
investments whenever the cash balance in any fund or account is
insufficient to make the payments required from such fund or
account, regardless of the loss on such liquidation. The Trustee or
such other bank or national banking association, as the case may be,
may make any and all investments permitted by this section through
its own bond department and shall not be responsible for amy losses
from such investments, other than for its own negligence or willful
misconduct.

Section 8.02, Restrictions as to Arbitrage Bonds. The
Issuer hereby covenants, and hereby so instructs the Bond Commission
and the Trustee that they 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 to acquire any securities or obligations
the acquisition of which would cause any Bond to be an "arbitrage
bond" as defined in Section 103(c)(2) of the Internal Revenue Code,
and an Authorized Officer shall deliver his certificate, based upon
this covenant, with regard thereto to the purchaser of the Original
Bonds.
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ARTICLE IX
DEFAULT AND REMEDIES
Section 9.01. Events of Default, A. Each of the

following events shall constitute an "Event of Default" with respect
to the Notes:

{A) If default occurs in the due and punctual
payment of the principal of or interest on any Notes; or

(B) 1f default occurs in the Issuer's observance of
any of the covenants, agreements or conditions on its part
relating to the Notes set forth in this Bond Legislation,
any supplemental resolution, the Indenture or in the
Notes, 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 Trustee, any other bank or
banking association holding any fund or account hereunder
or a Holder of a Notej or

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

B. Each of the following events shall constitute an
"Event of Default" with respect to the Bonde:

(A) I1f default occurs in the due and punctual
payment of the principal of or interest on any Bonds; or

{B) 1If default occurs in the Issuer's observance of
any of the covenants, agreements or conditioms on its part
relating to the Bonds set forth in this Bond Legislation,
any supplemental resolution, the Indenture or in the
Bonds, and such default shall have continued for a period
of 30 days after the Issuer shall have been given written
notice of such default by the Trustee, any other bank or
banking association holding any fund or account hereunder
or a Holder of a2 Bonds; or

(C) If the Issuer files a petition seeking
reorganization or arrangement under the federal bankruptcy
laws or any other applicable law of the United States of
America.
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Section 9.02. Remedies. Upon the happening and
continuance of any Event of Default, any Registered Owner of a Note
or Bond, as the case may be, 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 Owmers
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 Notes or Bonds, as the case may be, (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 Notes
or Bonds, as the case may be, and (v) by action or bill in equity
enjoin any acts in violation of the Bond Legislation with respect to
the Notes or Bonds, or the rights of such Registered Owmers,
provided however, that no remedy herein stated may be exercised by
Noteholders in a manner which adversely affects any remedy available
to Bondholders, and provided further, that all rights and remedies
of Holders of the Series 1986 B Bonds shall be subject to those of
the Holders of the Series 1986 A Bonds and Series 1986 C Bonds.

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

The receiver so appointed shall forthwith, directly or by
his or her or its agents and attorneys, enter into and upon and take
possession of all facilities of said System and shall hold, operate
and maintain, manage and control such facilities, and each and every
‘part thereof, and in the name of the Issuer exercise all the rights
and powers of the Issuer with respect to said facilities as the
Issuer itself might do.
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Whenever all that is due upon the Bonds and interest
thereon and under any covenants of this Bond Legislatien 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, 1in the ©performance of the powers
hereinabove conferred upon him or her or i1it, 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 appocinted 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
receilver shall be 1limited to the possession, operation and
maintenance of the System for the sole purpose of the protection of
both the Issuer and Registered Owners of such Bonds and the curing
and making good of any Event of Default with respect thereto under
the provisions of this Bond Legislation, and the title to and
ownership cof sald 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

DEFEASANCE

Section 10.01. Defeasance of Series 1986 A Bonds. If the
Issuer shall pay or cause to be paild, or there shall otherwise be
paid, to the respective Holders of all Series 1986 A Bonds, the
principal of and interest due or to become due thereon, at the times
and in the manner stipulated therein and in this Bond Legislation,
then with respect to the Series A Bonds only, the pledge of Net
Revenues and other moneys and securities pledged under this Bond
Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Owners of the Series 1986 A Bonds shall
thereupon cease, terminate and become void and be discharged and
satisfied.

Series 1986 A Bonds for the payment of which either moneys
in an amount which shall be sufficient, or securities the principal
of and the interest on which, when due, will provide moneys which,
together with the moneys, if any, deposited with the Paying Agents
at the same or earlier time, shall be sufficient, to pay as and when
due the principal installments of and interest on such Series 1986 A
Bonds shall be deemed to have been paid within the meaning and with
the effect expressed in the first paragraph of this section. All
Series 1986 A Bonds shall, prior to the maturity thereof, be deemed
to have been paid within the meaning and with the effect expressed
‘. the first paragraph of this section if there shall have been
deposited with the Commission or its agent, either moneys 1in an
amount which shall be sufficient, or securities the principal of and
the interest on which, when due, will provide moneys which, together
with other moneys, if any, deposited with the Commission at the same
time, shall be sufficlent to pay when due the principal installments
of and interest due and to become due on said Series 1986 A Bonds on
and prior to the maturity dates thereof. HNeither securities nor
moneys deposited with the Commission pursuant to this section nor
principal or interest payments on any such securities shall be
withdrawn or used for any purpose other than, and shall be held in
trust for, the payment of the principal installments of and interest
on sald Seriles 1986 A Bonds; provided, that any cash received from
such principal or interest payments on such securities deposited
with the Commission or its agent, 1f 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 said
Bonds on and prior to the maturity dates thereof, and interest
earned from such reinvestments shall be paid over to the Issuer as
received by the Commission or its agent, free and clear of any
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trust, lien or pledge. For the purpose of this section, securities
shall mean and include only Government Obligatioms.

Section 10.02. Defeasance of Series 1986 B Bonds. If the
Issuer shall pay or cause to be paid, or there shall otherwise be
paid, to the respective Holders of all Series 1986 B Bonds, the
principal due or to become due thereon, at the times and in the
manner stipulated therein and in this Bond Legislation, then with
resnect to the Series B Bonds only, the pledge of Net Revenues and
other moneys and securities pledged under this Bond Legislation and
all covenants, agreements and other obligations of the Issuer to the
Registered Owmers of the Series 1986 B Bonds shall thereupon cease,
terminate and become void and be discharged and satisfied.

Series 1986 B Bonds for the payment of which either moneys
in an amount which shall be sufficient, or securities the principal
of and the interest om which, when due, will provide moneys which,
together with the moneys, if any, deposited with the Paying Agents
at the same or earlier time, shall be sufficient, to pay as and when
due the principal installments of and interest on such Series 1986 B
Bonds shall be deemed to have been paid within the meaning and with
the effect expressed in the first paragraph of this section. All
Series 1986 B 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 1f there shall have been
‘2posited with the Commission or its agent, either momeys in an
amount which shall be sufficient, or securitles the principal of and
the interest on which, when due, will provide moneys which, together
with other moneys, 1if any, deposited with the Commission at the same
time, shall be sufficient to pay when due the principal installments
of and interest due and to become due on said Series 1986 B Bonds on
and prior to the maturity dates thereof. HNeither securities nor
moneys deposited with the Commission pursuant to this section nor
principal or interest payments on any such securities shall be
withdrawn or used for any purpose other than, and shall be held in
trust for, the payment of the principal installments of and interest
on sald Series 1986 B Bonds; provided, that any cash received from
~ich principal or interest payments on such securities deposited
with the Commission or its agent, 1f 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 said
Bonds on and prior to the maturity dates thereof, and interest
earned from such reinvestments shall be paid over to the Issuer as
received by the Commission or its agent, free and clear of any
trust, lien or pledge. For the purpose of this section, securities
shall mean and include only Government Obligationms.
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Section 10.03. Defeasance of Notes. If the Issuer shall
pay or cause to be pald, or these shall otherwise be paid, to the
respective Holders of all Notes, the principal of and interest due
or to become due thereon, at the times and in the manner set forth
in the Indenture, then with respect to the Notes only, this Bond
Legislatinn. the Indenture and the pledges of Grant Receipts and
other moneys and securities pledged thereby, and all covenants,
agreements and other obligations of the Issuer to the Holders of the
Notes shall thereupon cease, terminate and become void and be
discharged and satisfied.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond
Legislation. No material modification or amendment of this Bond
Legislation, or of any resclution amendatory or supplemental hereto,
that would materially and adversely affect the respective rights of
Registered Owners of the Notes or Bonds shsll be made without the
consent in writing of the Registered Owners of 66-2/3% or more in
principal amount of the Notes or Bonds so affected and then
Outstanding; provided, that no change shall be made in the maturity
of any Bond or Bonds or any Note or Notes or the rate of interest
thereon, or in the principal amount thereof, or affecting the
unconditional promise of the Issuer to pay such principal and
interest out of the funds herein respectively pledged therefor
without the comsent of the respective Registered Owner thereof. No
amendment or mocification shall be made that would reduce the
percentage of the principal amount of Bonds or HNotes respectively,
required for consent to the above~permitted amendments or
modifications.

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 Notes,
and no change, variation or alteration of any kind of the provisions
of the Bond Legislati~r chall be made in any manner, except as in
this Bond Legislation provided.

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

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. Amendments to Maintain Tax Exemption. The
Issuer hereby covenants to make any amendment or supplements to this
Resolution and to the Indenture authorized hereby to enable the
Notes or Bonds to be issued in such form as to render the interest
thereon exempt from federal income taxation, without further consent
of the Holders of the Bonds or the Notes.
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Section 11.06. Conflicting Provisions Repealed. All
orders or resolutions and or parts thereof in conflict with the
provisions of this Resolution are, to the extent of such conflict,
hereby repealed.

Section 11.07. Covenant of Due Procedure, Etc. The Issuer
covenants that all acts, conditions, things and procedures required
to exist, to happen, to be performed or to be taken precedent to and
in the adoption of this Resolution do exist, have happened, have
been performed and have been taken in regular and due time, form and
manner as required by and im full compliance with the laws and
Constitution of the State of West Virginia applicable thereto; and
that the Chairman, Secretary and members of the the Governing Body
were at all times when any actions in connection with this
Resolution occurred and are duly in office and duly qualified for
such office.

Section 11.08. Prblic Notice of Proposed Financing. Prior
to adoption of this Resolation, the Secretary of the Governing Body
shall have caused to be published in a newspaper of general
circulation within the boundaries of Berkeley County Public Service
Sewer District, a Class II legal advertisement stating:

(a) The respective maximum amounts of the
Bonds and Notes to be issued;

(b) The respective maximum interest rates
and terms of the Bozd: and the Notes origimally
authorized hereby;

(¢) The Project to be acquired or
constructed and the cost of the same;

(d) The anticipated rates which will be
charged by th~ Issuer; and

(e) The fact that a form 1s available in
the office of the Clerk of The County Commission
of Berkeley County and in the office of the
Issuer for residents of that portion of the
District which will be served by the Project who
are registered voters to sign indicating their
opposition to the Issuer's borrowing money or
issuing the Bonds or the Notes originally
authorized hereby, as the case may be. The
Secretary of the Governing Body shall cause such
form to be provided to said county clerk.
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The Secretary of the Governing Body shall have also caused
tc be posted in consplcuous places throughout that portion of
Berkeley County Public Service Sewer District which will be served
by the Project signs measuring not less than 8 1/2 inches in width
and 1l inches 1in length which include the same information as
required in the Class II legal advertisement set forth above.

Section 11.09. Additional Special Covenants of Issuer. At
the date of 1issuance of the Bonds there 1is pending an act of the
United States House of Representatives entitled the "Tax Reform Act
of 1985" and designated "HR 3838" (the "Tax Act”). 1In the event the
Tax Act (or a similar act in substitution thereof) becomes law,
certain provisions thereof relating to Section 103 of the Internal
Revenue Code of 1931, as amended, are, by the terms of the Tax Act,
to be effective as of January 1, 1986. In order to attempt to
comply with the Tax Act and therefore to maintain the exemption of
interest on the Bonds from Federal income taxation to the extent
possible, the Issuer hereby further covenants as follows:

(1) The facilities conmstituting the System
will at all times be available to serve all
members of the general public within the service
area on an equal basis and will not be used in
any manner which would cause the Bonds to
constitute "nonessential function" bonds;

(11) At least 5Z of the net proceeds of the
Bonds will be expended prior to the date which
is 30 days after the date of issuance of the
Bonds, and all of the gross proceeds of the
Bonds shall ©be expended within 30 months
following the date of issuance of the Bonds;

(111) An informational report will be filed
by the Issuer to the Internal Revenue Service
within the time limitations prescribed in the
Tax Act;

(1v) Any rebate required to be made by the
Issuer to the United States will be made in a
timely fashion; and

(v) All other requirements, if any, of the
Tax Act will be met by the Issuer in order to
maintain the tax-exempt status of the Bonds and
the interest thereon.
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Section 11.10. Effective Date. This Resolution shall take
effect immediately upon adoption.

Adopted this 6th day of March, 1986,

Chairman, Public Servﬁgé}ﬁoard

Member, Public Service Board

Member, Public Service Board
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CERTIFICATION

Certified a true copy of a Resolution duly enacted by the
Public Service Board of Berkeley County Public Service Sewer
District on this 6th day of March, 1986.

(SEAL} :;z%ip 2 -—

Secret8ry, Public Service Board

£3/06/86
BEPSD2-4
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EXHIBIT A



EXHIBIT B
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BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds,
Series 1986 A and Series 1986 B

SUPPLEMENTAL BOND RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT
SCHEDULES, SALE PRICES AND OTHER TERMS OF THE
SEWER REVENUE BONDS, SERIES 1986 A AND
SERIES 1986 B, OF BERKELEY COUNTY PUBLIC SERVICE
SEWER DISTRICT; AUTHORIZING AND APPROVING A LOAN
AGREEMENT AND  SUPPLEMENTAL LOAN AGREEMENT
RELATING TO SUCH BONDS AND THE SALE AND DELIVERY
OF SUCH BONDS TO WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY; DESIGNATING A REGISTRAR, PAYING AGENT
AND DEPOSITORY BANK; AND MAKING OTHER PROVISIONS
AS TO TEE BONDS

WHEREAS, the public service board (the "Governing Body")
of BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT (the "Issuer") has
duly and officially adopted a resolution, effective March 6, 1986
(the "Bond Resolution"), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF PUBLIC SEWERAGE FACILITIES OF
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
AND THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF THROUGH THE ISSUANCE BY THE
DISTRICT OF NOT MORE TRAN $3,500,000 1IN
AGGREGATE PRINCIPAL AMOUNT OF SEWER REVENUE
BONDS, SERIES 1986 A, NOT MORE THAN
$2,000,000 IN AGGREGATE PRINCIPAL AMOUNT OF
SEWER REVENUE BONDS, SERIES 1986 B, AND NOT MORE
THAN $8,000,000 INTERIM CONSTRUCTION FINANCING,
CONSISTING OF GRANT ANTICIPATION NOTES OR A LINE
OF CREDIT EVIDENCED BY NOTES, OR BOTH; PROVIDING
FOR THE RIGHTS AND REMEDIES OF AND SECURITY FOR
THE REGISTERED OWNERS OF SUCH BONDS AND NOTES;
AUTHORIZING EXECUTION AND DELIVERY OF A TRUST
INDENTURE SECURING THE NOTES; AUTHORIZING THE
SALE AND PROVIDING FOR THE TERMS AND PROVISIONS
OF SUCH BONDS AND NOTES AND ADOPTING OTHER
PROVISIONS RELATING THERETO,
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WHEREAS, the Bond Resolution provides for the issuance of
Sewer Revenue Bonds of the Issuer {(the "Bonds"), in an aggregate
principal amount of not to exceed $5,500,000, to be issued in two
series, the Series 1986 A Bonds to be in an aggregate principal
amount of not more than $3,500,000 (the "Series 1986 A Bonds") and
the Series 1986 B Bonds to be in an aggregate principal amount of
not wmore than $2,000,000 (the "Series 1986 B Bonds"), and has
authorized the execution and delivery of a Loan Agreement relating
to the Series A Bonds and a Supplemental Loan Agreement relating to
the Series B Bonds (sometimes collectively referred to herein as the
"Loan Agreement"), both dated as of the date of delivery of the
Bonds, by and between the Issuer and West Virginia Water Development
Authority (the "Authority"), all in accordance with West Virginia
Code, Chapter 16, Article 13A (the "Act"); and in the Bond
Resolution, it 1s provided that the maturity dates, interest rates,
interest and principal payment dates, sale prices and other terms of
the Bonds should be established by a supplemental resolution
pertaining to the Bonds; and that other matters relating to the
Bonds be herein provided for:

WHEREAS, the 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 bond resolution (the "Supplemental
Bond Resclution") be adopted and that the Loan Agreement be entered
into by the Issuer, that the prices, the maturity dates, the
redemption provisions, the interest rates and the interest and
principal payment dates 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
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT:

Section 1. Pursuant to the Bond Resolution and the
Act, this Supplemental Bond Resclution is adopted and there are
hereby authorized and ordered to be issued:

(A) The Sewer Revenue Bonds, Series 1986 A, of the
Issuer, originally represented by a single Bond, numbered
R-1, 1in the vprincipal amount of $3,290,658. The
Series 1986 A Bonds shall be dated the date of delivery
thereof, shall mature October 1, 2025, shall bear interest
at the rate of 9.757 per annum, payable semiannually on
April 1 and October 1 of each year, first interest payable

2.



October 1, 1986, shall be subject to redemption upon the
written consent of the Authority, and upon payment of the
interest and redemption premium, if any, provided in the
Loan Agreement, as long as the Authority shall be the
registered owner of the Bonds, and shall be payable in
installments of principal on October 1 of each of the
years and in the amounts as set forth in "Schedule X,"
attached thereto and incorporated therein by reference.

(B) The Sewer Revenue Bonds, Series 1986 B, of the
Issuer, originally represented by a single Bond, numbered
R-1, in the principal amount of $1,638,194, The
Series 1986 B Bonds shall be dated the date of delivery
thereof, shall mature October 1, 2025, shall be interest
free, shall be subject to redemption upon the written
consent of the Authority, and upon payment of the
redemption premium, 1if any, provided in the Loan
‘Agreement, as long as the Authority shall be the
registered owner of the Bonds, and shall be payable in
installments of principal on October 1 of each of the
years and in the amounts as set forth in "Schedule X,"
attached thereto and incorporated therein by reference.

Section 2. All other provisions relating to the Bonds
and the text of the Bonds shall be in substantially the form
provided in the Bond Resolution.

Section 3. The Issuer does hereby approve and accept
the Loan Agreement and the Supplemental Loan Agreement, copies of
which are incorporated herein by reference, and the execution and
delivery by the Chairman of the Loan Agreement and the Supplemental
Loan Agreement, and the performance of the obligations contained
therein, on behalf of the Issuer are hereby authorized, approved and
directed. The price of the Bonds shall be 100Z of par value, plus
interest accrued from the date of the Bonds to the date of delivery
thereof,

Section 4, The 1Issuer does hereby appoint and
designate Kanawha Valley Bank, N.A., Charleston, West Virginia, as
Registrar and Paying Agent for the Bonds and does approve and accept
the Registrar's Agreement dated as of March 7, 1986, by and between
the Issuer and Kanawha Valley Bank, N.A., in substantially the form
attached hereto, and the execution and delivery by the Chairman of
the Registrar's Agreement, and the performance of the obligations
contained therein, on behalf of the Issuer are hereby authorized,
approved and directed.



Section 5. Capitalized interest on the Series 1986 A
Bonds shall be payable from proceeds of the Series A Bonds in the
amount of $ £5p » which amount shall be sufficient to pay
interest on the Series 1986 A Bonds to, and including

{ ., 1982.

Section 6. The Issuer does hereby appoint Citizens
National Bank, Martinsburg, West Virginia, as Depository Bank under
the Bond Resolution.

Section 7. The Chairman and Secretary are hereby
authorized and directed to execute and deliver such other documents
and certificates required or desirable in connection with the Bonds
hereby and by the Bond Resolution approved and provided for, to the
end that the Bonds may be delivered on or about March 7, 1986, to
the Authority pursuant to the Loan Agreement.

Section 8. The financing of the Project in part with
proceeds of the Bonds is in the public interest, serves a public
purpose of the Issuer and will promote the health, welfare and
safety of the residents of the Issuer.

Section 9. This Supplemental Bond Resolution shall be
effective immediately following adoption hereof.

Adopted this 6th day of March, 1986,

BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

C%/kﬂ%
PPt e

-
Secretary

03/06/86
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RESOLUTION

WHEREAS, Berkeley County Public Service Sewer District has
heretofore 1ssued 1ts Sewer Ravenue Bonda, Series 1986 A and
Series 1986 B (the "Bonds") pursuant to a Bonds and Notes Resolution
adopted March 6, 1986, as supplemented by a supplemental bond
resolution alsoc adopted March 6, 1986;

WHEREAS, the supplemental resolution appointed Kanawha
Valley Bank, N.A., Charleston, West Virginia as registrar and paying
agent for the Bonds; and

WHEREAS, the District has b~:i informed that the fees to
be charged by Kanawha Valley Bank, N.A. for its duties as paying
agent for the Bonds will be $500 per year and that the District may,
in the alternative, appoint the West Virginia Municipal Bond
Commission to serve as paying agent for the Bonds at no cost .to the

- Districe;

NOW THEREFORE BE IT RESOLVED BY THE GOVERNING BODY OF
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT: That the Districc
does hereby appoint and designate the West Vvirginia Municipal Bond
Commission, Charleston, West Virginia, as paying agent for the bonds
and does hereby revoke the prior appointment of Kanawha Valley Bank,
N.A. to such position. Notices of this action shall be mailed to
Kanawha Valley Bank, N.A, and the West Virginia Municipal Bond
Commission at the earliest practicable date.

This resolution shall be effective immediately following
adoption hereof.

Adopted this /4 day of July, 1986.

BERKELEY COUNTY PUBLIC SERVICE
SEWER DISTRICT

By
Chai

07/07/86
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BERKELEY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTICN

RESOLUTION AUTHCRIZING THE REFUNDING AND
REDEMPTION OF CERTAIN OUTSTANDING OBLIGATIONS OF
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
CONSISTING OF (I) A PROMISSORY NOTE DATED
APRIL 19, 1984, BY THE ISSUER TO SHENANDOAH
FEDERAL SAVINGS AND LOAN ASSOCIATION, IN THE
ORIGINAL PRINCIPAL AMOUNT OF $250,000; (II) A
PROMISSORY NOTE DATED SEPTEMBER 8, 1983, BY THE
ISSUER TO THE PEOPLES NATIONAL BANK OF
MARTINSBURG, IN THE ORIGINAL PRINCIPAL AMOUNT OF
$250,000; AND (ITI) TEE SEWER REVENUE BONDS,
1976 SERIES A AND SERIES B OF OPEQUON PUBLIC
SERVICE DISTRICT DATED MAY 1, 1976, 1IN TBE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $370,000,
WHICH OPEQUON PUBLIC SERVICE DISTRICT HAS BEEN
MERGED INTO THE ISSUER; AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREQOF THROUGH
THE ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$800,000 IN AGGREGATE PRIMZIPAL AMOUNT OF SEWER
REVENUE BONDS, SERIES 1956 C, ON A PARITY WITH
THE DISTRICT'S SEWER REVENUE BONDS,
SERIES 1986 A; PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS OF SUCH BONDS; AUTHORIZING THE SALE AND
PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH
BONDS AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

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

ARTICLE I
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS
Section 1,0l. Authority for this Resolution. This
Resolution (together with any orders or resolutions supplemental

hereto, the "Bond Legislation™) 1s adopted pursuant to the
provisions of Chapter 16, Article 13A of the West Virginmia 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:

A Berkeley County Public Service Sewer District (the
"Issuer™) 1s a public service district and public corporation of the
State of West Virginia in Berkeley County of said State.

B. The Issuer has undertaken to acquire and construct
certain sewage treatment and collection facilities of the Issuer
consisting of a new wastewater treatment plant, gravity sewer and
force mains, pump stations and all necessary appurtenances (the
"Project") which constitute properties for the collection of liquid
or solid wastes, sewage or industrial wastes (the Project, any
existing sewage treatment or collection facilities and any additions
thereto or extensions therecf, is herein called the "System") at an
estimated cost of $15,914,772, and to finance the local share of the
~ cost of such Project through the issuance of 1ts Sewer Revenue
. Bonds, Series 1986 A and Series 1986 B, in the aggregate principal
amount of $4,928,852, to the West Virginia Water Development
Authority ("WDA") pursuant to a resolution adopted March 6, 1986
(the "WDA Resolution"), and to facilitate issuance of the
Series 1986 A and Series 198F B Bonds the Issuer has determined that
all outstanding obligations of the Issuer be refunded and redeemed,
and that funds for such redemption be raised by the Issuer through
the issuance of sewer revenue bonds omn a parity with the
Series 1986 A Bonds.

c. The estimated revenues to be derived in each year
after the adoption hereof from the operation of the System will be
sufficlent to pay all the costs of the operation and maintenance of
said System, the principal of and interest on the Series 1986 A,
Series 1986 B and Series 1986 C Bonds (all as hereinafter defined)
and all sinking fund, reserve account and other payments provided
for herein and in the WDA Resolution.

D. It is deemad necessary for the Issuer to i1ssue its
Sewer Revenue Bonds, Serles 1986 C, in the aggregate principal
amount of not more than $800,000 (the "Bonds" or the "Series 1986 C
Bonds"), contemporaneously with the issuance of its Series 1986 A
and Series 1986 B Bonds to finance costs of refunding and redeeming
_on April 1, 1986, certain outstanding obligations of the Issuer,
being (i) a promissory note dated April 19, 1984, by the Issuer to
Shenandoah Federal Savings and Loan Association, in the original
principal amount of $250,000; (ii) a promissory note dated
September 8, 1983, by the Issuer to The Peocples National Bank of
Martinsburg, in the original principal amount of $250,000; and
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(1ii) the Sewer Revenue Bonds, 1976 Series A and Series B of Opequon
Public Service District dated May l, 1976, in the original aggregate
principal amount of $370,000, which Opequon Public Service District
has been merged into the Issuer; and the costs of issuance of the
Bonds.

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

F. It 1s in the best interests of the Issuer that the
Bonds be sold to Citizens National Bank pursuant to the terms and
provisions of a commitment letter by Citizens National Bank to the
Issuer, dated February 21, 1986, the terms of which Commitment
Letter are modified as set forth in this Bond Legislation.

G. There are to be issued contemporaneously with the
igsuance of the Bonds, the Sewer Revenue Bonds, Series 1986 A and
Series 1986 B of the Issuer in the aggregate principal amount of
$4,928,852 (collectively, the "WDA Bonds"), the proceeds of which
shall be applied to the costs of acquisition and construction of the
. Project. The Bonds shall be on a parity with respect to liens and
sources of and security for payment therefor with the Series 1986 A
Bonds. The Series 1986 B Bonds shall be junior and subordinate to
both the Series 1986 A Bonds and the Bonds. Except for the
Series 1986 A Bonds, there are not outstanding any obligations of
the Issuer which wi.l rank prior to or om a parity with the Bonds as
to lien and scurce of and security for payment. '

H. The 1Issuer has complied with all requirements of
West Virginia law relating to authorization of the acquisition,
construction and operation of the Project and issuance of the Bonds,
or will have so complied prior to issuance of any thereof,
including, among other things, the obtaining of a Certificate of
Convenience and Necessity and approval of said financing and user
rates and charges from the Public Service Commission of
West Virginia by final order, the time for rehearing and appeal of
which have expired.

Section 1.03. Bond Legislation Constitutes Contract. Im
consideration of the acceptance of the 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 comstitute a contract
between the Issuer and such Bondholders, and the covensants and
agreements herein set forth to be performed by the Issuer shall be
for the equal benefit, protection and security of the registered
owners of any and all of such Bonds, all which shall be of equal
rank and without preference, priority or distinction between any one
Bond of a series and any other Bonds of the same series, by reason




of priority of issuance or otherwise, except as expressly provided
therein and herein.

Section 1.04. Definitions. The following terms shall
have the following meanings herein unless the context expressly
requires otherwise:

"Act" means Chapter 16, Article l3A of the West Virginia
Code of 1931, as amended and in effect on the date of adoption
hereof.

"Authority"™ or 'WDA" wmeans the West Virginia Water
Development Authority, which 1s expected to be the original
purchaser of the WDA Bonds, or any other agency of the State of
West Virginia that succeeds to the functions of the Authority.

“"puthorized Officer" means the Chairman of the Governing
Body of the Issuer or any temporary Chairman duly appointed by the
Governing Bady.

"Bondholder,"” "Holder of the Bonds," "Holder" or any
similar term, whenever used herein with respect to an outstanding
Bond or Bonds, means the person in whose name such Bond 1is
registered.

"Boud Legislation," "Resolution" or "Series 1986 C Bonds
Resolution”™ means this Bond and all orders and resolutions
supplemental hereto or amendatory hereof and includes, unless the
context requires otherwise, the WDA Resolutionm.

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

"Bonds," "Series 1986 C Bonds" or "Series C Bonds" means
the Series 1986 C Bonds and any bonds on a parity therewith,
authorized to ba issued hereunder or under a separate resolutionm,
and unless the context requires otherwise, includes  the
Series 1986 A Bonds.

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

"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 Camp, Dresser & McKee,
Annandale, Virginia, or any engineer or firm of engineers that shall



at any time hereafter be retained by the Issuer as Consulting
Engineers for the System.

"Costs" or "Costs of Issuance" means all fees and expenses
necessary or incidental to the issuance of the Bonds, including, but
not limited to, commitment fees, discount, initial fees for the
gservices of registrars, paying agents, depositories or trustees,
legal, accounting and other professional fees and expenses, and such
other expenses as may relate to the financing herein authorized.

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

"Escrow Fund" means the Escrow Fund established pursuant
to Section 5.0l of this Resclutiom.

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

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

"Governing Body" means the public service board of the
Issuer, consisting of 3 members, as may hereafter be constituted.

"Government Obligations" means direct obligations of, or
obligations the timely payment of the principal of and interest om
which 1s guaranteed by, the United States of America.

"Gross Revenues" means the aggregate gross operating and
non-operating revenues of the System, as herelnafter 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, purchased
purs..nt to Article 8.0l hereof) or any Tap Fees, as hereinafter
defined, and for the furnishing by the Issuer of miscellaneous
service,

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

"Independent 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 purpose except keeping the accounts of
the System in the normal operation of its business and affairs.

"Issuer" means the Berkeley County Public Service Sewer
District, in Berkeley County, West Virginia, and, unless the context
clearly indicates otherwise, includes the Governing Body of the
Issuer.

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

"Operating Expenses" means the reasonable, proper and
necessary costs of repair, maintenance and operation of the System
and includes, without limiting the generality of the foregoing,
administrative, engineering, legal, auditing and insurance evr:ocses,
other than those capitalized as part of the Costs of Issuance, fees
and expenses of the Authority, fiscal agents, the Registrar and
Paying Agent (all as hereinafter defined), other than those
capitalized as part of the Costs of Issuance, payments to pension or
.- retirement funds, taxes and such other reasonable operating costs
and expenses as should normally and regularly be inmcluded 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 dispositiom of, or from
any decrease in the value of, capital assets, amortization of debt
discount or such miscellaneous deducticns as are applicable to prior
accounting periods.

"Operation and Maintenance Fund" means the Operationm and
Maintenance Fund described in Section 5.0l hereof.

"Outstanding," when used with reference to Bonds and as of
any particular date, describes all Bonds theretofore and thereupon
being delivered (i) any Bond cancelled by the Bond Registrar at or
prior to said date; (ii) any Bond for the payment of which moneys.
equal to its principal amount, with interest to the date of
maturity, 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; and (iv) for purposes of
consents or other action by a specified percentage of Bondholders,
any Bonds registered to the Issuer.

"Parity Bonds" means' additional Bonds issued under cthe
provisions and within che limitations prescribed by Section 7.07
hereof, payable from Net Revenues on a parity wicth the Series 1986 C
Bonds.



"Paying Agent” means the bank or banks designated as such
for the Bonds in the Supplemental Resolution or such entity or
authority as may be designated by the Issuer,

"Prior Bonds" means the following obligations of the
Issuer, which shall be refunded in full and redeemed on April 1,
1986, from proceeds of the Series 1986 C Bonds:

(a) A promissory note dated April 19, 1v84, by the
Issuer to Shenandoah  Federal  Savings and Loan
Assoclation, i1in the original principal amount of
$250,000;

(b) A promissory note dated September 8, 1983, by
the Issuer to The Peoples National Bank of Martinsburg,
in the original principal amount of $250,000; ar-

(¢) The Sewer Revenue Bonds, 1976 Series A and
Series B of Opequon Public Service District dated May 1,
1976, in the original aggregate principal amount of
$370,000, which Opequon Public Service District has been
merged into the Issuer.

"Project” means the acquisition and conmstruction of a new
wastewater treatment plant, gravity sewer and force main., pump
stations and all necessary appurtenances, a portion of the costs of
which are to be paid from proceeds of the WDA Bonds.

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

(a) Government Obligations;

(b) Government Obligations which have been
stripped of their unmatured interest coupons,
interest coupons stripped from Government
Obligations, and receipts or certificates
evidencing payments from Govermment 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; Govermment
National Mortgage Association; Tennessee Valley



Authority; or Washington Metropolitan Area
Transit Authority;

(d) Any bond, debenture, note,
participation certificate or other similar
obligations issued by the Federal National
Mortgage Association to the extent such
obligation 1s guaranteed by the Government
National Mortgage Association or igsued by any
other federal agency and backed by the full
faith and credit of the Unirted 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 imsured by the FDIC or
Federal Savings and Loan Insurance Corporatiom,
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 mst be replaced or
increased so that the market value thereof 1is
always at least equal to the primeipal amount of
said time accounts;

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

(g) Repurchase agreements, fully secured
by invescments 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
recognizad as primary dealers by the Federal
Reserve Bank of New York, grovided, that said
ipvestments securing said repurchase agreements
either must mature as nearly as prac.icable
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; mst have (or its agent must have)
possesaion of such collateral; and such

8.



collateral must be free of all c¢laims by third
parties;

(h) The Investment Agreement which may be
entered Iinto by and between the Trustee and the
bank designated as "Investment Bank" in the
Supplemental Resolution; and

(1) The West Virginia "comsolidated fund"
managed by the West Virginia State Board of
Investments pursuant to Chapter 12, Article 6 of
the West Virginia Code of 1931, as amended,
provided that investments by such fund on behalf
of the Issuer shall be restricted to Qualified
Investments other than that described in this
paragraph (i).

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

"Renewal and Replacement Fund" means the Renewal and
Replacement Fund established by Section 5.0l hereof.

"Revenue Fund" means the Revenu: Fund described in
Section 5.0l hereof. ’

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

"Sories 1986 A Bonds" or "Series A Bonds" means the not
more than $3,500,000 in aggregate principal amount of Sewer Revenue
Bonds, Series 1986 A, of the Issuer.

"caries 1986 A Bonds Reserve Account"” means the
Series 1986 A Bonds Reserve Account established in the Series 1986 A
Bonds Sinking Fund by the WDA Resolutiom.

"Series 1986 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 1986 A Bonds in the then current
or any succeeding Fiscal Year.

"Saries 1986 A Bonds Sinking Fund” means the Series 1986 A
Sinking Fund established by the WDA Resolutiom.

"Series 1986 B Bonds" or "Series B Bonds" means the not
more than $2,000,000 in aggregate principal amount of Sewer Revenue
Bonds, Series 1986 B, of the Issuer.



"Saries 1986 B Bonds Reserve Account" means the
Series 1986 B Bonds Reserve Account established in the Series 1986 B
Bonds Sinking Fund by the WDA Resolution.

"Series 1986 B Bonds Reserve Requirement” means, as of the
date of calculation, the maximum amount of principal which will
become due on the Series 1986 B Bonds in the then current or any
succeeding Fiscal Year.

"Saeries 1986 B Bonds Sinking Fund" means the Series 1986 B
Bonds Sinking Fund established by the WDA Resolution.

"Saries 1986 C Bonds Sinking Fund” means the Series 1986 C
Bonds Sinking Fund established by Section 5.02 hereof.

"State" means the Stziec of West Virginia.

"Supplemental Resolution" means any resolution or order of
the Issuer supplementing or amending this Resolution and, when
preceded . by the article 'the," refers specifically to the
" supplemental resolution authorizing the sale of the Series 1986 C
Bonds; provided, that any matter intended by this Resolution to be
included in the Supplemental Resolution with respect to the
Series 1986 C Bonds and not so included may be included in another
Supplemental Resolutiom.

"System" means the complete properties of the Issuer for
the collection, transportion and treatment of liquid or solid
wastes, sewage or industrial wastes, in its entirety or any integral
part thereof, and shall include the Project, the "Baker Heights
subdivision" facilities, the "Opequon'" facilities and any further
additions, betterments and improvements thereto hereafter
constructed or acquired for said system from any sources whatsoever,

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

Section 1.05. Compliance with WDA Resolution for Parity
Bonds. The Series 1986 C Bonds are authorized as additional parity
bonds pursuant to Article VIL of the WDA Resolution, and all
requirements of said Article VII have been met or shall have been
met prior to issuance of the Series 1986 C Bomnds.
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Section 1.06. Provisions of WDA Resolution Apply. This
Resolution is supplemental to and amendatory of the WDA Resolution,
and shall be read together. To the extent of any conflict between
this Resolution and the WDA Resolution, the WDA Resolution shall
prevail, For convenience, many, but not all, provisions of the WDA
Resolution are repeated herein, This Resolution and the WDA
Resolution shall be read together.

1.



ARTICLE II

AUTHORIZATION OF REFUNDING AND
REDEMPTION OF PRIOR BONDS

Section 2.0l. Authorization of Refunding and Redemption
of Prior Bonds. The Prior Bonds outstanding as of the date of
issuance of the Series 1986 C Bonds are hereby ordered to be
refunded and redeemed on April 1, 1986, and the liens of said Prior
Bonds imposed by the respective resolutions authorizing the Prior
Bonds on the Net Revenues of the System, the moneys in the funds and
accounts created by such resolutions and any other funds pledged
thereby or by the Prior Bonds are hereby ordered terminated,
discharged and released upon the payment into the Escrow Fund from
proceeds of the Series 1986 C Bonds and any other availahle sources,
funds sufficient to pay the entire outstanding principal of and
interest accrued .or to be accrued to April I, 1986, on the Prior
Bonds. Upon such deposit, the holders of the Series 1986 C Bonds
shall not have any lien on such proceeds.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND SALE OF BONDS

Section 3.01. Authorization of Bonds. For the purpose of
refunding and redeeming the Prior Bonds and paying Costs of Issuance
and related crsts, there shall be isgsued nego+tiable the
Series 1986 C Bonds of the Issuer, in an aggregate principal amount
of not more than $800,000, Said Bonds shall be sold to the bank or
banks set forth in the Supplemental Resolution and shall have such
terms as set forth hereinafter and in cthe Supplemental Resolution.
Such Bonds shall be issued contemporanmeously with or following the
issuance of the WDA Bonds. The proceeds of the Bonds {excluding
accrued irterest) remaining after capitalizarifon of interest, 1f
any, and payment of the Costs of Issuance thereof and related costs
shall be deposited in the Escrow Fund established by Section 5.0l
hereof.

Section 3.02. Terms of Bonds. The Bonds shall bear
interest at such rate or rates, not exceeding 12% per annum, OT Such
other rate as shall then be the legal maxigum, payable semiannually
on such dates; shall mature on such dates and in such amounts; and
shall be redeezable, in whole or in part, all as the Issuer shall
prescribe in 4« Supplemental Resolution. The Bonds s..ll be payable
as to principal and interest at the office of the Paying Agent or
Paying Agents selected by the original purchaser or purchasers
thereof by check or draft mailed to the registered owner thereof at
the address as it appears on the books of the Bond Registrar.

Unless otherwise provided by the Supplemental Resolutionm,
the Series 1986 C Bonds shall be issued in the form of a single
bond, fully registered to the original purchaser thereof, with a
payment record attached, representing the aggregate principal amount
of the GSeries 1986 C Bonds, and shall mature 1in principal
installments, all as provided in the Supplemental Resolutiom. The
Bonds shall be exchangeable at the option and expenss 2f the Holder
for other fully registered Bonds of the same series 1in aggregate
principal amount equal to the amount of said Bonds then Outstanding,
with principal imstallments or maturities, as applicable,
corresponding to the dates of payment of principal installments of
said Bonds.

Subsequent series of Bonds may be 1issued in fully
registered form, in the denomination of $5,000 or any integral
multiple thereof, all as determined by a Supplemental Resolution.
The registered Bonds shall be dated as of the date specified in a
Supplemental Resolution and shall bear imterest from such date.
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Section 3.03. Execution of Bonds. The Bonds shall be
executed in the name of the Issuer by the Chairman, and the seal of
the Issuer shall be affixed thereto or imprinted thereon and
attested by the Secretary. In case any one or more of the officers
who shall have signed or sealed any of the Bonds shall cease to be
such officer of the Issuer before the Bonds so signed and sealed
have been actually sold and delivered, such Bonds may nevertheless
be sold and delivered as herein provided and may be issued as if the
person who signed or sealed such Bonds had not ~eased 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 so0 authorized. :

Section 3.04. Authentication and Registration. No 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 Auchentication 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
upon any such Bond shall be conclusive evidence that such Bond has
been authenticated, registered, if applicable, and delivered under
this Bond Legislation. The Certificate of Authentication on any
Bond shall be deemed to have been executed by rhe Bond Registrar if
manualsiy signed by an authorized officer of tue Bond Registrar, but
it shall not be necessary that the same officer sign the Certificacte
of Authentication on all of the Bonds issued hereunder.

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

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

The registered Bonds shall be transferable only upon the

books of the Bond Registrar, by the registered owner thereof in
person or by his attormey duly authorized in writing, upon surrender
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thereto together with a written instrument of transfer satisfactory
to the Bond Registrar duly executed by the registered owner or his
duly authorized attorney.

In all cases in which the privilege of exchanging Bonds or
transferring the registered Bonds are exercised, Bonds shall be
delivered 1in accordance with the provisions of this Bond
Legislation. All Bonds surrendered in any such exchanges or
transfers shall forthwith bc cancelled by the Bond Registrar. For
every such exchange or transfer of Bonds, the Bond Registrar may
make a charge sufficient to reimburse it for any tax, fee or other
governmental charge required to be paid with respect to such
exchange or transfer and the cost of preparing each new Bond upon
each exchange or transfer, and any other expenses of the Bond
Registrar incurred in comnnection therewith, which sum or sums shall
be paid by the Issner. The Bond 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 any case any Bond shall become mutilated or be destroyed, stolen
or loat, the Issuer may, in its discretion, issue, and the Registrar
<hall, if so advised by the Issuer, authenticate and deliver, a new
Jond of the same series aud of like tenmor as the Bonds so mutilated,
destroyed, stolem or lost, in exchange and substitution for such
mutilated Bond, upon surrender and cancellation of such mutilated
Bond, or in lieu of and substitution for the Bond destroyed, stolen
or lost, and upon the Holder's furnishing satisfactory indemmnity and
complying with such other reasonable regulations and conditions as
the Issuer may prescribe and paying such expenses as the Issuer and
the Bond Registrar may incur. All Bonds so surrendered shall be
cancelled by the Bond Registrar and held for the account of the
Issuer. If any such Bond shall have matured or be about to mature,
instead of issuing a substitute Bond, the Issuer may pay the same,
upon being indemnified as aforesaid, and 1f such Bond be lost,
stolen or destroyed, witLiut surrender thereof. -

Section 3.07. Bonds not to be Indebtedness of the Issuer.
The Bonds shall not, in any event, be or constitute an indebtedness
of the Issuer within the meaning of any constitutiomal or statutory
provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein
provided. No holder or holders of any of the Bonds shall ever have
the right to compel the exercise of the taxing power of the Issuer
to pay the Bonds or the interest thereon.
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Section 3.08. Bonds Secured by Pledge of Net Revenues on
Parity with the Series 1986 A Bonds. The payment of the debt
service of all the Series 1986 C Bonds and Series 1986 A Bonds shall
be secured forthwith equally and ratably with each other by a first
lien on the Net Revenues derived from the System, on a parity or
equal basis. The payment of the debt service of all the
Series 1986 B Bonds shall alsoc be secured forthwith equally and
ratably with each other by a lien on the Net Revenues derived from
the System, but junior and subordinate to the lien on such Net
Revenues 1in favor of the Holders of the Series 1986 A Bonds and
Series 1986 C Bonds. Such Net Revenues in an amount sufficient to
pay the principal of and interest on and other payments for the
Bonds and to make the payments into the Sinking Fund and the Reserve
Account therein hereinafter established, are hereby irrevocably
pledged to the payment of the principal of and interest on the Bonds
as the same bescome due. :

Section 3.09. Form of Original Bonds. The text of the
Series 1986 C 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:
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{Form of Series 1986 C Bond]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
SEWER REVENUE BOND, SERIES 1986 C

No. R-l $800,000

KNOW ALL MEN BY THESE PRESENTS: That BERKELEY COUNTY
PUBLIC SERVICE SEWER DISTRICT, a public corporation of the State of
West Virginia in Berkeley 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 order of

= CITIZENS NATIONAL BANK -

' or registered assigns (the "Registered Owner") the sum of EIGHT
HUNDRED THOUSAND DOLLARS ($800,000), payable in equal amortized
installments of principal and interest at the initial rate of 7% per
annum in the amount of $7,190.63, on the first day of each month,
commencing April 1, 1986, to and including March 1, 1991, and
commencing April l, 1991, and continuing to and including March 1,
1996, such interest to be at a rate per annum equal to 727 of the
prime rate of interest of Citizens National Bank to be established
and adjusted on April 1, 1991, and commencing April 1, 1996, and
continuing to and including March 1, 2001, such interest to be at a
rate per annum equal to the prime rate of interest of Citizens
National Bank to be established and adjusted om April 1, 1996,
provided that, in no event shall the rate of interest hereon exceed
122 per annum, such principal and interest payable monthly, on the
first day of each month, commencing April 1, 1986, to and including
March 1, 2001, and provided furcher, that the first payment, due
April 1, 1986, shall be adjusted to reflect the interest actually
accrued from the date of delivery of this Bond.

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 Citizens National Bank, Martinsburg, West Virginia, as registrar
and paying agent (the "Registrar"). The interest on this Bond is
payable by check or draft mailed to the registered owner hereof at
the address as it appears on the books of the Registrar on the
15th day of the month preceding an interest payment date.
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This Bond may be redeemed prior to its stated date of
maturity in whole or in part at any time, at the price of par plus
accrued interest to the date of redemption.

This Bond 1is igsued (i) to refund and redeem certain Prior
Bonds of the Issuer more fully described in the Bond Legislation (as
defined herein) and (i1i) to pay certain costs of issuance hereof and
related costs. This Bond is issued under the authority of and in
full compliance with the Constitution and statutes of the State of
West Virginia, including particularly Chapter 16, Article 13A of the
West Virginia Code of 1931, as amended (the "Act"), a Resolution
duly adopted by the Issuer on the 6th day of March, 1986, and a
Supplemental Resolution adopted by the Issuer on the 6th day of
March, 1986 (collectively called 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 Boand 1s issued c¢ontemporaneously with the Sewer
Revenue Bonds, Series 1986 A, of the Issuer (the ™"Series 1986 A
Bonds") issued in the aggregate principal amount of $3,290,658, and
the Sewer Revenue Bonds, Series 1986 B, of the Issuer (the
"Se-ies 1986 B Bonds") issued in the aggregate principal amount of
$.,9038,194 to West Virginia Water Development Authority pursuant to
a separate resolution (the "WDA Resolution"), The Series 1986 A
Bonds and this Bond are on a parity with respect to liens, pledges
and sources of and securicy for payment thereof. The Series 1986 B
Bonds are junior and subordinate with respect to liens and sources
of and security for payment to the Series 1986 A Bonds and this
Bond.

This Bond 1s payable only from and secured by a pledge of
the Net Revenues (as defined in the Bond Legislation) to be derived
from the operation of the System and unexpended proceeds of cthe
Bonds. Such Net Revenues shall be sufficient to pay the principal
ue «nd lnterest 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 consatitute a corporate
indebtedness of the Issuer within the meaning of any comstitutional
or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same or the interest thereon except from said
special fund provided from the Net Revenues and unexpended Bond
proceeds. 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 to provide for the
reasonable expenses of operation, repair and maintenance of the

18.



System, and to leave a balance each year equal to at .least 1157 of
the amount required to pay the maximum amount due in any ensuing
fiscal year of principal of and interest on all obligations payable
from such revenues, provided however, that so long as there exists
in the Series 1986 A Bonds Reserve Account and the reserve account
established for the Series 1986 B Bonds (all as set forth in the WDA
Resolution), sufficient moneys to pay the maximum amount of
principal and interest which will become due on such bonds 1in any
succeeding fiscal year, such percentage may be reduced to 110Z. The
Issuer has entered into certain further covenants with the
registered owners of the Bonds for the terms of which reference is
made to the Bond Legislation. Remedies provided the registered
owners of the Bonds are exclusively as provided in the Bond
Legislation, to which reference 1is here made for a detailed
description thereof.

This Bond 1s transferable, as provided in the Bond
Legislation, only upon the books of the Registrar by the Payee, or
by its attorney duly authorized in writing, upon the surrender of
this Bond together with a written instrument of transfer
" satisfactory to the Bond Registrar duly executed by the FPayee or its
attorney duly authorized in writing.

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, shall be applied solely to the
refunding of the Prior Bonds described in the Bond Legislation or to
the appurtenant sinking fund, and there shall be and hereby 1s
created and granted a lien upon such moneys, until so applied, in
favor of the holder of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all
acts, conditions and things required to exist, happen and be
performed precedent to and in the 1issuance 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 revenues of the
System has been pledged to and will be set aside into said special
fund by the Issuer for the prompt payment of the principal of and
interest on this Bond.

19.



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, BERKELEY COUNTY PUBLIC SERVICE SEWER
DISTRICT has caused this Bond to be signed by its Chairman and its
corporate seal to be hereunto affixed or imprinted hereon and
attested by its Secretary, and has caused this Bond to be dated
March 7, 1986.

[SEAL]

Chairman

ATTEST:

Secretary
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1986 C Bonds described in
the within-mentioned Bond Legislation and has been duly registered
in the name of the registered owner set forth above.

CITIZENS NATIONAL BANK,
as Bond Registrar

By

Its Authorized Officer
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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
s, Attorney to transfer
the said Pond on the books kept for registration of the within Bond
of the said Issuer with full power of substitution in the premises.

Dated: ’

- In the presence of:
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ARTICLE IV

[RESERVED ]

23.



ARTICLE V
SYSTEM REVENUES AND APPLICATION THEREOF
Section 5.01. Funds and Accounts with Depository Bank.

The following special funds or accounts created pursuant to the WDA
Resolution and held by the Depository Bank are hereby continued:

(1} Revenue Fund;

(2) Operation and Maintenance Fund;
(3) Renewal and Replacement Fund; and
(4) Bond Construction T.ust Fund.

In addition, the following special fund is hereby created
with and shall be held by the Depository Bank:

(5) Escrow Fund.

Section 5.02. Establishment of Funds and Accounts with
Paying Agent for the Series 1986 C Bonds. The following special
fund 1s hereby established with fhe Paying Agent for th-
Series 1986 C Bomds: :

Series 1986 C Bonds Sinking Fund.

Section 5.03. System Revenues; Flow of Funds. A. The
entire Gross Revenues derived from the operatiom of the System shall
be deposited upon receipt in the Revenue Fund. The Revenue Fund
shall comstitute 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
purpogses and in the manner herein provided.

(1) The Issuer shall first, each month, transfer
from the Revenue Fund and Deposit in the Operation and
Maintenance Fund an amount sufficient to pay current
Operating Expenses of the System.

(2) Thereafter, from the moneys remaining in the
Revenue Fund, the Issuer shall next, on the first day of
each month, commencing 7 months prior to the first date of
payment of interest on the Series 1986 A Bonds for which
interest has not been capitalized, apportion and set apart
out of the Revenue Fund and remit to the Commission, for
deposit in the Series 1986 A Bonds Sinking Fund, a sum
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equal to l/6th of the amount of interest which will become
due on said Serles 1986 A Bonds on the next ensuing
semiannual interest payment date, less any moneys
transferred from the Series 1986 A Bonds Reserve Account
for the purpose of making interest payments and investment
earnings on sums previously deposited in the Series 1986 A
Bonds Sinking Fund for the purpose of making interest
payments on the Series 1986 A Bonds; provided, that, in
the event the perlod to elapse between the date of such
initial deposit in the Series 1986 A Bonds Sinking Fund
and the next semiannual interest payment date is less than
7 months, then such monthly payments shall be increased
proportionately to provide, ome month prior to the next
semiannual interest payment date, the required amount of
interest coming due on such date.

(3) The Issuer shall also, on the first day of each
month, commencing on the first date of payment of interest
on the Series 1986 C Bonds, apportion and set apart out of
the Revenue Fund and remit to the Paying Agent for the
Series 1986 C Bonds, for deposit in the Series 1986 C
Bonds Sinking Fund, the amount of interest which becomes
due on the Series 1986 C Bonds on such monthly interest
payment date.

(4) The Issuer shall also, on the first day of .ach
month, commencing 13 months prior to the first date of
payment of principal on the Series 1986 A Bonds, apportion
and set apart out of the Revenue Fund and remit to the
Commission for deposit in the Series 1986 A Bonds Sinking
Fund, a sum equal to 1/12th of the amount of principal
which will mature and become due on said Series 1986 A
Bonds on the next ensuing principal payment date, less any
moneys transferred from the Series 1986 A Bonds Reserve
Account for the purpose of making principal payments and
investment earnings on sums previously deposited in the
Series 1986 A Bonds Sinking Fund for the purpose of making
" principal payments on the oseries 1986 A Bonds; providud,
that, in the event the period to elapse between the date
of such initial deposit in the Series 1986 A Bonds Sinking
Fund and the next annual principal payment date is less
than 13 months then such monthly payments shall be
increased proportionately to provide, onme month prior to
the next annual principal payment date, the required
amount of principal coming due on such date.

(5) The Issuer shall also, on the first day of each

month, commencing on the £first date of payment of
principal of the Series 1986 C Bonds, apportion and set
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apart out of the Revenue Fund and remit to the Paying
Agent for the Series 1986 C Bonds for deposit in the
Series 1986 C Bonds Sinking Fund, the amount of principal
which becomes due on the Series 1986 C Bonds om such
monthly principal payment date.

(6) The Issuer shall also, omn the first day of each
month, commencing 13 months prior to the first date of
payment of primeipal cf the Bonds, apportion and set apart
out of the Revenue Fund and remit to the Commission for
deposit 1in the Series 1986 A Bonds Reserve Account, an
amount equal to 1/120 of the Series 1986 A Bonds Reserve
Requirement; provided, that no further payments shall be
made into the Series 1986 A Bonds Reserve Account when
there shall have been deposited therein, and as long as
there shall v:zzin on deposit thereim, ar amount equal to
the Series 1986 A Bonds Reserve Requirement.

(7) From the moneys remaining in the Revenue Fund,
the Issuer shall next, on the first day of each month,
commencing with the wmonth succeeding the first full
calendar month after commencement of operation of the
System, transfer to the Renewal and Replacement Fund a sum
equal to 2 1/2T7 of the Gross Revenues each month,
exclusive of any pavuaents for account of the Se-ies 1986 A
Reserve Account in the Series 1986 A Sinking Fund. 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 inovested and reinvested in
accordance with Article VIII hereof. Withdrawals and
disbursements may be made from the Renmewal and Replacement
Fund for replacements, emergency repairs, improvements or
extensions to the System; provided, that any deficlency in
either Reserve Account ([except to the extent such
daficiency exists because the required payments into such
account have not, as of the date of determination of a
deficiency, funded such account to the maximum extent
required by Subsection 5.03(A)(6)] shall ve promptly
eliminated with moneys from the Renewal and Replacement
Fund.

(8) The Issuer shall next, on the first day of each
month, commencing 13 months prior to the first date of
payment of prinmcipal on the Series 1986 B Bonds, apportion
and set apart out of the Revenue Fund and remit to the
Commission for deposit in the Series 1986 B Bonds Sinking
Fund, a sum equal to 1/l2th of che amount of principal
which will mature and become due on said Series 1986 B
Bonds on the next ensuing principal payment date, less any
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moneys transferred from the Series 1986 B Bonds Reserve
Account for the purpose of making principal payments and
investment earnings on sums previously deposited in the
Series 1986 B Bonds Sinking Fund for the purpose of making
principal payments on the Series 1986 B Bonds; provided,
that, in the event the period to elapse between the date
of such initial deposit in the Series 1986 B Bonds Sinking
Fund and the next annual principal payment date is less
than 13 months, then such monthly payments shall be
increased proportiomately to provide, one month prior to
the next apnual principal payment date, the required
amount of principal coming due on such date.

(9) The Issuer shall next, on the first day of each
month, commencing 13 months prior to the first date of
payneni of principal of the Bonde, apportion and set apart
out of the Revenue Fund and remit to the Commission for
deposit in the Series 1986 B Bonds Reserve Account, an
amount equal to 1/120 of the Series 1986 B Bonds Reserve
Requirement; provided, that no further payments shall be
made into the Series 1986 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 1986 B Bonds Reserve Requirement.

Moneys in the Series 1986 A Bonaso Sinking Fund, the
Series 1986 B Bonds Sinking Fund and the Series 1986 C
Bonds Sinking Fund shall be used only for the purposes of
paying principal of and interest on the respective series
of Bonds as the same shall become due. Moneys in the
Series 1986 A Bonds Reserve Account and the Series 1986 B
Bonds Reserve Account shall be used only for the purpose
of paying principal of and interest on the respective
series of Bonds, as the same shall come due, when other
moneys in the attendant Sinking Fund are insufficient
therefor, and for no other purpose.

All invegtment earnings Qu  moneys in the
Saries 1986 A Bonds Reserve Account and the Series 1986 B
Bonds Reserve Account shall be transferred, not less than
once each year, to the respective Sinking Fund and applied
in full to the next ensuing principal payment due on the
respective series of Bonds.

Any withdrawals from the Series 1986 A Bonds Reserve
Account which result in a reduction in the balance of the
Series 1986 A Bonds Reserve Account to below the
Series 1986 A Bonds Reserve Requirement shall be
subsequently restored from the first Net Revenues
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available after all required payments to the Series 1986 A
Bonds Sinking Fund and the Series 1986 C Bonds Sinking
Fund for payment of debt service on the Series 1986 A and
Series 1986 C Bonds have been made in full.

Any withdrawals from the Series 1986 B Bonds Reserve
Account which result in a reduction in the balance of cthe
Series 1986 B Bonds Reserve Account to below the
Series 1986 B Bonds Reserve Requirement shall be
subsequently restored from cthe first Net Revenues
available after all required payments to the accounts for
the Series 1986 A and Series 1986 C Bonds have been made
in full.

As and when additional Bonds ranking on a parity with
rhe Series.l986 B Bonds are issued, provision shall be
made for additiomal payments into the Series B Sinking
Fund sufficient to pay the interest on such additional
parity Bounds and accomplish retirement thereof at maturity
and to accumulate a balance in the Series B Reserve
Account in an amount equal to the maximum provided and
required to be paid into the Series B Sinking Fund in any
Fiscal Year for account of all the Series 1986 B Bonds,
including such additional Series 1986 B Bonds which by
their terms are payable from such Sinking Fund.

The Issuer shall not be required to make any further
payments into the Series 1986 A Bonds Sinking Fund, the
Series 1986 B Bonds Sinking Fund, the Reserve Accounts
therein or into the Series 1986 C Bonds Sinking Fund when
the aggregate amount of funds in all said Sinking Funds
and said Reserve Accounts are at least equal to the
aggregate principal amount of the respective Bonds and
Series 1986 C Bonds issued pursuant ¢to this Bond
Legislation then Cutstanding.

The Commission is hereby designated as the £fiscal
agent for the administration vf the Series 1986 A Bonds
and Series 1986 B Bonds Sinking Funds created hereunder,
and all amounts required for said Sinking Funds shall be
remitted to the Commission from the Revenue Fund by the
Igssuer at the times provided herein. All amounts required
for the Series 1986 C Bonds Sinking Fund shall be remitted
to the Paying Agent for the Series 1986 C Bonds.

The payments into the Sinking Funds shall be made on
the first day of each month, except that when the first
day of any month shall be a Sunday or legal holiday then
such payments shall be made on the next succeeding
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business day, and all such payments shall be remitted to
the Commission or the Paying Agent for the Series 1986 C
Bonds, as required, with appropriate imstructions as to
the custody, use and application thereof consistent with
the provisions of this Bond Legislation.

Moneys in the Reserve Accounts shall be invested and
reinvested by the Commission in accordance with
Section 8.01 herecf.

The Sinking Funds, including the Reserve Accounts
therein, shall be used solely and only for, and are hereby
pledged for, the purpose of servicing the respective Bonds
and any additional Bonds ranking on a parity therewith
that may be issued and Outstanding under the conditions
and restrictions hereinafter set forth.

B. Whenever all of the required and provided tramnsfers
and payments from the Revenue Fund into the several special fuands,
. as hereinbefore provided, are current and there remains in said
- Revenue Fund a balance in excess of the estimated amounts required
to be so transferred and paid into the Sinking Funds, including the
Reserve Accounts therein, and the Renewal and Replacement Fund
during the following month, or such other period as required by law,
su.2 excess shall be consideved as surplus revenues {(cthe '"Surplus
Revenues™). Surplus Revenues may be used for any lawful purpose of
the Issuer, including, but not limited to, payment to the Trustee

for deposit in the Notes Debt Service Fund, as defined in the
Indenture.

c. The Issuer shall remit from the Revenue Fund to the
Commission, the Paying Agent or the Depository Bank, on such dates
as the Commission, the Paying Agent or the Depository Bank, as the
case may be, shall require, such additional sums as shall be
necessary to pay the Depository Bank's charges and the Paying Agent
fees then due, :

D. The moneys iu excess of the sum insured by the
maximum amounts insured by FDIC in the Revenue Fund and the Renewal
and Replacement Fund shall at all times be secured, to the full
extent thereof 1n excess of such 1insured sum, by Qualified
Investments as shall be eligible as security for deposits of state
and municipal funds under the laws of the State.

E. If on any monthly payment date the revenues are
insufficient to place the required amount in any of the funds and
accounts as 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.

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

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

H. All Tap Fees shall be deposited by the Issuer, as
received, in the Bond Construction Trust Fund.
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ARTICLE V1

BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 6.0l. Application of Bond Proceeds. From the
moneys received from the sale of any or all of the Series C Bonds,
the following amounts shall be first deducted and deposited in the
order set forth below:

A. Any accrued interest received from the sale shall be
deposited in the Series 1986 C Bonds Sinking Fund and applied to the
first interest payment due on the Bonds.

B. Next, all costs of issuance of the Bonds shall be
paid in accordance with the instructions of the Issuer.

C. The remaining moneys derived from the sale of the
Bonds shall be deposited with the Depository Bank in the Escrow Fund
and applied solely to payment of the principal of and interest
. accrued on the Prior Bonds on April 1, 1986, and for no other
purpose.

D. The Depository Banmk shall act as a trustee and
fiduciary for the holders of the Prior Bonds with respect to the
Escrow Fund and shall apply all moneys therein to payment of the
Prior Bonds. '
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.0l. General Covenants of the Issuer. All the
covenants, agreements and provisions of this Bond Legislation shall
be and constitute valid and legally binding covenants of the Issuer
and shall be enforceable in any court of competent jurisdiction by
any Holder or Holders of the 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 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 said Bonds or the interest thereon is
Micgtanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer.
The Bonds shall not be or constitute an indebtedness of the Issuer
within the meaning of any constitutional, statutory or charter
. limitation of indebtedness, but shall be payable solely from the
funds pledged for such payment by this Bond Legislation. No Holder
or Holders of any Bonds shall ever have the right to compel the
exercise of any taxing power of the Issuer to pay said Bonds or the
intereat thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues.
The payment of the debt service of the Series 1986 C Bonds issued
hereunder shall be secured forthwith equally and ratably by a first
lien on the Net Revenues derived from the operatiom of the System,
on a parity with the Series 1986 A Bonds to the extent necessary to
make the payments required under Sectiom 5.03 of this Resolution and
in favor of the Holders of the Series 1986 A Bonds, to the extent
necessary to make the payments required under the WDA Resolutiom.
The revenues derived from the System, in an amount sufficient to pay
the principal of and interest on the Bonds and to make the payments
into the Sinking Funds, including the Reserve Accounts therein, and
all oiizer payments provided for in the Bond Legislation are hereby
irrevocably pledged, in the manner provided in therein, to the
payment of the principal of and interest on the Bonds as the same
become due, and for the other purposes provided in the Bond
Lagislation.,

Section 7.04. Imnitial Schedule of Rates and Charges;

Rules. The initial schedule of rates and charges for the services

and facilities of the System shall be as set forth in the Order of

the Public Service Commission of West Virginia entered December 31,

1985 (Case No. 85-185-S~CN), and » 19__ (Case No.
).
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Section 7.05. Sale of the System. 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 pay fully all the Bonds Outstanding,
or to effectively defease this Resolution i1imn accordance with
Section 10.0l1 hereof. The proceeds from any such sale, mortgage,
lease or other disposition of the System shall, with respect to the
Bonds, immediately be remitted to the Commission for deposit in the
Sinking Funds, and, in the event the Authority is no lorger a
Bondholder, the Issuer shall direct the Commission to apply such
proceeds to the payment of primcipal at maturity of and interest on
the Bonds about to mature. Any balance remaining after the payment
of all the Bonds and interest 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.u00, the
Issuer shall, by resolution, determine that such property comprising
a part of the System is no longer necessary, useful or profitable in
the operation thareof and may then provide for the sale of such
property. The proceeds of any such sale shall be deposited in the
Renewal and Replacement Fund. If the amount to be received from
such sale, lease or other disposition of sald property, together
with all other amounts received during the same Fiscal Year for such
sales, leases or other dispositions of such properties, shall be in
excess of $10,000 but not in excess of $50,000, the Issuer shall
first, determine upon consultation with the Consulting Engineers
that such property comprising a part of the System i1s no longer
necessary, useful or profitable in the operation thereof and may
then, 1f it be so advised, by resolution duly adopted, authorize
such sale, lease or other disposition of such property upon public
bidding. The proceeds derived from any such sale, lease or other
disposition of such property, aggregating during such Fiscal Year in
excess of $10,000 and not in excess of $50,000, shall be remitted by
the Issuer to the Commission for deposit in the Sinking Funds and
shall be applied only to the purchase of Bonds of the last
maturities then Outstanding at prices nmot greater than the par value
thereof plus 3% of such par value. Such payment of such proceeds
into the Sinking Funds or the Renmewal and Replacement Fund shall not
reduce the amounts required to be paid into said funds by other
provisions of this Bond Legislation. No sale, lease or other
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disposition of the properties of the System shall be made by the
Issuer if the proceeds to be derived therefrom, together with all
other amounts received during the same Fiscal Year for such sales,
leases, or other dispositions of such properties, shall be in excess
of $50,000 and insufficient to pay all the Bonds then OQutstanding
without the prior approval and consent in writing of the Holders, or
their duly authorized representatives, of over 50%Z in amount of the
Bonds then Qutstanding and the Consulting Engineers. 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. So long as
any of the Bonds are OQutstanding, the Issuer shall not (except for
the Series 1986 A Bonds) 1ssue any other obligations whatsocever
payable from the revenues of the System which rank prior to, or
equally, as to lien on and source of and security for payment from
such revenues with the Bonds; all obligations issued by the Issuer
"after the issuance of the Bonds and payable from the revenues of the
System, except the Series 1986 A Bonds, shall contain an express
statement that such obligations are junior and subordinate, as to
lien on and source of and security for payment from such revenues
and in all other respects, to the Series 1986 C Buwads; provided,
that no such subordinate obligations shall be issued unless all
payments required to be made into the Reserve Accounts and the
Renewal and Replacement Fund at the time of the issuance of such
subordinate obligations have been made and are current.

Except as provided above, the Issuer shall not create, or
cause or permit to be created, any debt, lien, pledge, assignment,
encumbrance or any other charge having priority over or being on a
parity with the lien of the Bonds, and the interest thereon, upon
any of the income and revenues of the System pledged for payment of
the Bonds and the interest thereon in this Bond Legislation, or upon
the System or any part thereof.

Section 7.07. Parity Bonds. With the exception of the
1986 Series A Bonds, 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 provided in the WDA Resolutiom.

Section 7.08. Books and Records. The Issuer will keep
books and records of the System, which shall be separate and apart
from all other books, records and accounts of the Issuer, in which
complete and correct entries shall be made of all transactions
relating to the System, and any Holder of a Bond or Bomds or of a
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Note or Notes 1issued pursuant to this Bond Legislation or the
Trustee shall have the right at all reasonable times to inspect the
System and all parts thereof and all records, accounts and data of
the Issuer relating thereto.

The accounting system for the System shall follow current
generally accepted accounting principles and safeguards to the
extent allowed and as prescribed by the Public Service Commission of
West Virginia. Separate control accounting records shall be
maintained by the Issuer. Subsidiary records as may be required
shall be kept in cthe manner and on the forms, books and other
bookkeeping records as prescribed by rthe Governing Body. The
Governing Body shall prescribe and institute the manner by which
subsidiary records of the accounting system which may be installed
remote from the direct supervision of the Governing Body shall be
reported to such agent of the Issuer 23 the Governing Body shall
direct.

The Issuer shall file wich the Consulting Engineers, the
Trustee and the Authority, or any other original purchaser of the
. Bonds, and shall wmail 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 irom and relating to the
System.

B. A balance sheet statement showing all deposits in all
the funds and accounts provided for in this Bond Legislation and the
Indenture with respect to said Bonds or Notes, as the case may be,
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 Che
bocks, records and accounts of the System to be audited by
Independent Certified Public Accountants and shall mail wupon
request, and make available generally, the report of said
Independent Certified Public Accountants, or a summary thereof, to
any Holder or Holders of Bonds or Notes, as the case may be, and
shall file said report with the Trustee and the Authority, or any
other original purchaser of the Bonds.

Section 7.09. Rates. Prior to the issuance of the Bonds,
equitable rates or charges for the use of and service rendered by
the System will be established all in che manner and form required
by law, and coples of such rates and charges so established will be
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continuously on file with the Secretary, which copies will be open
to inspection by all interested parties. The schedule of rates and
charges shall at all times be adequate to produce Gross Revenues
from said System sufficient to pay Operating Expenses and to make
the prescribed payments into the funds created hereunder. Such
schedule of rates and charges shall be changed and readjusted
whenever necessary so that the aggregate of the rates and charges
will be sufficient for such purposes., The Issuer shall take the
necessary actions with respect to the imposition of rates at such
times and with such provisicns with respect tc interest rate and
maturity of the Bonds to finance the 1ssuance of the Bonds as the
purchasers thereof shall require, 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 .uv time in effect shall be sufficient
(1) to provide for all reasonable expenses of operation, repair and
maintenance of the System and (ii) to leave a balance each Fiscal
Year equal to at leagt 1157 of the maximum amount required in any
succeeding Fiscal Year for payment of principal of and interest on
" the Bonds and all other obligations secured by or payable from such
revenues; provided that, in the event that amounts equal to or in
excess of the Reserve Requirements are on deposit in the Reserve
Accounts or the reserve accounts for bonds prior to or on a parity
with the Bonda or junior bonds are funded at least at the
requirement therefor, such balance each Fiscal Year need only equal
at least 110Z of the maximum amount required in any succeeding
Fiscal Year for payment of principal of and interest on the Bonds
and all other obligations secured by or payable from such revenues.

Section 7.10. Operating Budget and Audit. 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 expenditures for operation and maintenance
of the System during the succeeding Fiscal Year. No expenditures
for the operation and maintenance of the System shall be made in any
Fiscal Year in excess of the amounts provided therefor im such
budget without a written finding and recommendation by the
Consulting Engineers, which funding 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 resoluticn duly
adopted. No increased expenditures in excess of 10% of the amount
of such budget shall be made except upon the further certificate of
the Consulting Engineers that such increased expenditures are
necessary for the continued operation of the System. The Issuer
shall mail copies of such annual budget and all resolutions
authorizing increased expenditures for operation and maintenance to
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the Trustee and the Authority and to any Holder of any Bonds or
Notes, as the case may be, who shall file his or her address with
the Issuer and request in writing that copiles of all such budgets
and resolutions be furnished him or her and shall make available
such budgets and all resolutions authorizing increased expenditures
for operation and maintenance of the System at all reasonable times
to the Trustee and to any Holder of any Bonds or Notes, as the case
may be, or anyone acting for and in behalf of such Holder of any
Bonds or Notes, as tne case may he.

In addition, the Issuer shall annually cause the records
of the System to be audited by an independent certified public
accountant, the report of which audit shall be submitted to the
Authority and which audit report shall include a statement that the
Issuer is in compliance with the terms and provisions of this Bond
Legislation and the Lo7n Agreement.

Section 7.11. 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 persom, firm,
" corporation, body, agency or instrumentality whatsoever for the
providing of any services which would compete with services provided
by the System.

Section 7.12, 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 of the
Issuer, the rules and regulations of the Public Service Commission
of West Virginia and other laws of the State of West Virginia.

Whenever any fees, rates, rentals or other charges for the
services and facilities of the System shall remain unpaid for a
period of 30 days after the same shall become due and payable, the
property and the owner thereof, as well as the user of the gervices
and facllities, shall be delinquent until such time as all such
rates and charges are fully pald and ro the extent authorized by the
laws of the State and the rules and regulations of the Public
Service Commission of West Virginia, all delinquent 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 exteant permitted by law and cthe
rules and regulations promulgated by the Public Service Commission
of West Virginia, discontinue and shut off the services and
facilities of any services and facilities of the water system, if
then owned by the Issuer, to all delinquent users of services and
facilities of the System and will not restore such services of the
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water system until all billing for charges for the services and
facilities of the System, plus reasonable interest penalty charges
for the restoration of service, has been fully paid,

Section 7.13. No Free Services. The Issuer will not
render or cause to be rendered any free services of any nature by
the System, nor will any preferential rates be established for users
of the same class; and in the event the Issuer, or any department,
agency, instrumentality officer or employee of the Issuer shall
avall 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, 3md shall be deposited and accounted for in the same
manner as other revenues derived from such operation of the System.

Section 7.l14. Insurance and Comstruction Bonda. A. The
Issuer hereby covenants and agrees that so long as any of the Bonds
. or the Notes remain Outstanding, the Issuer will, as an Operating
Expense, procure, carry and maintain insurance with a reputable
insurance carrier or carriers as is customarily covered with respect
to works and properties similar to the System. Such inmsurance shall
initially cover the fcllowing risks and be in the following amounts:

(A) FIRE, LIGETNING, VANDALISM, MALICIOUS MISCHIEF
AND EXTENDED COVERAGE INSURANCE, om 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 maincain 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 saild Renmewal and
Replacement Fund. The Issuer will itself, or will require
each contractor amnd subcontractor to, obtain and maintain
builder's risk insurance (fire and extended coverage) to
protect the interests of the Issuer during construction of
the Project in the full ingurable value thereof.

(B) PUBLIC LIABILITY INSURANCE, with limics 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 $100,000 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
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the Issuer from claims arising out of operation or
ownership of motor vehicles of or for the System.

(C) 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 anmd to be required of each
contracter 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,

B, The Issuer shall also require all contractors engaged
in the construction of the Project to carry suzbh worker's
compensation coverage for all employees working on the Project and
public 1iability insurance, vehicular 1liability insurance and
property damage insurance in amounts adequate for such purposes and
as 1is customarily carried with respect to works and properties
" similar to the Project.

Section 7.15. Mandatory Connections. The mandatory use
of the System is essential and necessary for the protection and
preservation ~r the public health, comfort, safety, convenienr2 and
welfare of the inhabitants and residents of, and the economy u., the
Issuer and in order to assure the rendering harmless of sewage and
water=-borne waste matter produced or arising within the territory
served by the System. Accordingly, every owner, tenant or occupant
of any house, dwelling or building located near the System., where
sewage will flow by gravity or be transported by such other methods
approved by the State Department of Health from such house, dwelling
or building into the System, to the extent permitted by the laws of
the State and the rules and regulaticns of the Public Service
Commission of West Virginia, shall connect with and use the System
and shall cease the use of all other means for the collection,
treatment and Adisposal of sewage and waste matters from such house,
dwelling or ©building where - there is such gravity Iiuvw or
transportation by such other method approved by the State Department
of Health and such house, dwelling or building can be adequately
served by the System, and every such owner, tenant or occupant
shall, after a 30 day notice of the availability of the System, pay
the rates and charges established therefor.

Any such house, dwelling or building from which emanates
sewage OT water-borne waste matter and which is not so connected
with the System is hereby declared and found to be a hazard to the
health, safety, comfort and welfare of the inhabitants of the Issuer
and a public nuisance which shall be abated to the extent permitted

39.



by law and as promptly as possible by proceedings in a court of
competent jurisdictiom.

Section 7.16. Completion of Project. The Issuer will
complete the Project and operate and maintain the System in good
condition.

Section 7.17. Statutory Mortgage Lien. For the further
protectioa of the Holders of the Series 1986 C Bonds, a statutory
mortgage lien upon the System is granted and created by the Act,
which statutory mortgage lien is hereby recognized and declared to
be valid and binding, shall take effect immediately upon delivery of
the Series 1986 C Bonds and shall be for the equal benefit of all
Holders of the Series 1986 C Bonds, on a parity, however, with the
statutory mortgage lien in favor of the Bolders of the Series 1986 A
souds.
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ARTICLE VIII

INVESTMENT OF FUNDS; NON ARBITRAGE

Section 8.01. Investments. Any moneys held as a part of
the funds and accounts created by this Bond Legislation or the
Indenture, other than the Revenue Fund, shall be invested and
riinvested by the Commission, the Trustee, or such other bank or
national banking association holding such fund or account, as the
case may be, at the direction of the Issuer imn any Qualified
Investments to the fullest extent possible under applicable laws,
this Bond Legislation, and the Indenture, the need for such moneys
for the purposes set forth herein and in the Indenture and the
specific restrictions and provisions set forth in this Section 8.0l
and in the Indenture.

Except as provided in the Indenture, 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 wvalued at the
lower of cost or then current market value, or at the redemption
price thereof i1f then redeemable at the or:ion of the holder,
including the value of accrued interest and giving effect to the
amortization of discount. The Commission, the Trustee, or such
other bank or natiomal banking assoclation, as the case may be,
shall sell and reduce to cash a sufficient amount of such
investments whenever the cash balance in any fund or account 1is
insufficient to make the payments required from such fund or
account, regardless of the loss on such liquidation. The Trustee or
such other bank or national banking assocliation, as the case may be,
may make any and all investments permitted by this section through
its own bond department and shall not he responsible for any losses
from such investments, other than for its own negligence or willful
misconduct,

Section 8.02. Restrictions as to Arbitrage Bonds. The
Issuer hereby covenants, and hereby so instructs the Bond Commission
and the Trustee that they shall not permit at any time or times any
of the proceads of the Bonds or any other funds of the Issuer to be
used directly or indirectly to acquire any securities or obligatioms
the acquisition of which would cause any Bond to be an "arbitrage
bond" as defined in Section 103(c){2) of the Internal Revenue Code,
and an Authorized Officer shall deliver his certificate, based upon
this covenant, with regard thereto to the purchaser of the Original
Bonds. :
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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 1986 C Bonds:

{4) If default occurs in the due and punctual
payment of the principal of or interest on any Bonds; oz

(B)Y 1If default occurs in the Issuer's observance of
any of the covenants, agreements or conditions on its part
relating to the Bonds set forth in this Bond Legislation,
any supplemental resolution; the 'Indenture or in the
Bonds, and such default shall have continued for a period
of 30 days after the Issuer shall have been given written
notice of such default by the Trustee, any other bank or
banking association holding any fund or account hereunder
or a Holder of a Bonds; or

(C) If the 1Issuer files a petition seeking
reorganization or arrangement under the federal bankruptcy
laws or any other applicable law ~f the United States of
America.

Section 9,02. Remedies. Upon the happening and
continuance of any Event of Default, any Registered Owmer of a
Series 1986 C Bond, may exercise any available remedy and bring any
appropriate action, suit or proceeding to enforce his or her rights
and, in particular, (i) bring suit for any unpaid principal or
interest then due, (ii) by mandamus or other appropriate proceeding
enforce all rights of such Registered Ownmers 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 c.lt upon the Bonds, (iv) by
action at law or bill in equity require the Issuer to account as 1if
it were the trustee of an express trust for the Registered Owmers of
the Bonds, and (v) by action or bill in equity enjoin amny acts in
violation of the Bond Legislation with respect to the Bonds, or the
rights of such Registered Owmers,

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

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

Issuer itself might do.

Whenever all that i1s 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 chcrge, lien or encumbrance upon the
revenues of the System shall uave 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 cthe
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 theievy, and a successor receiver may be
appointed in the discretion of such court. Nothing herein contained
shall limit or restrict che 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 joinc
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
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belonging or pertaining to the System, but the authority of such
receiver shall be limited to the possession, operation and
maintenance of the System for the sole purpcse of the protection of
both the Issuer and Regilstered Owners of such Bonds and the curing
and making good of any Event of Default with respect thereto under
the provisions of this Bond Legislation, amd 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, assign, mortgage or otherwilse
dispeose of any assets of the System.
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ARTICLE X

DEFEASANCE

Section 10.0l. Defeasance of Series 1986 C Bonds. If the
Issuer shall pay or cause to be paid, or there shall otherwise be
paid, to the respective Holders of all Series 1986 C Bonds, the
principal of and interest due or to become due thereon, at the times
and in the manner stipulated therein and in this Bond Legislatiom,
then with respect to the Series C Bonds only, the pledge of Net
Revenues and other moneys and securltiles pledged under this Bond
Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Owners of the Series 1986 C Bonds shall
thereupon cease, terminate and become void and be discharged and
satisfied,

Series 1986 C Bonds for the payment of which either moneys
in an amount which shall be sufficient, or securities the principal
of and the interest on which, when due, will provide moneys which,
- together with the moneys, if any, deposited with the Paying Agents
at the same or earlier time, shall be sufficient, to pay as and when
due the principal installments of and interest on such Series 1986 C
Bonds shall be deemed to have been paid within the meaning and with
the effect expr~ssed in the first paragraph of this section. All
Series 1986 C runds 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 1f there shall have been
depogited with the Commission or its agent, either moneys in an
amount which skall be sufficient, or securities the principal of and
the interest on which, when due, will provide moneys which, together
with other moneys, if any, deposited with the Commission at the same
time, shall be sufficient to pay when due the principal installments
of and interest due and to become due on said Series 1986 C Bonds on
and prior to the maturity dates thereof. Neither securities nor
meneys deposited with the Commission pursuant te this section nor
principal or interest payments on any such securities shall be
withdrawn or used for any purpose other than, and shall be held in
trust for, the payment of the primecipal installments of and interest
on said Series 1986 C Bonds; provided, that any cash received from
such principal or interest payments on such securities deposited
with the Commission or its agent, if not then needed for such
purpose, shall, to the extent practicable, be reinvested in
securities maturing at times and in amounts sufficient to pay when
due the principal installménts of and interest to become due on said
Bonds on and prior to the maturity dates thereof, and interest
earned from such reinvestments shall be paid over to the Issuer as
received by the Commission or i1its agent, free and clear of any
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trust, lien or pledge. For the purpose of this section, securities
shall mean and include only Government OUbligations.
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ARTICLE XI

MISCELLANEOUS

Section 11.0l. Amendment or Modification of Bond
Legislation. No material modification or amendment of this Bond
Legislation, or of any resolution amendatery or supplemental hereto,
that would materially and adversely affect the respective right: of
Registered Owners of the Notes or Bonds shall be made without the
consent in writing of the Registered Owners of 66-2/3Z or more in
principal amount of the Bonds so affected and then Outstanding;
provided, that no change shall be made in the maturity of any Bond
or Bonds or any Note or Notes or the rate of interest thereon, or in
the principal amount thereof, or affecting the unconditional promise
of the Issuer to pay such principal and interest eut .I the funds
herein respectively pledged therefor without the consent of the
respective Registered Owmer thereof. No amendment or modification
shall be made that would reduce the percentage of the principal
amount of Bonds or Notes respectively, required for consent to the
" above~permitted amendments or modificactionms.

Section 11.02. Bond Legislation Constitutes Contract. The
provisions of the Bond Legislation shall constitute a contract
Letween tha Issuer and the Registered Owners of the Bonds and wotes,
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 Provisioms. If any
section, paragraph, clause or provision of this Resolution should be
held invalid by any court of competent jurisdiction, the invalidity
of such section, paragraph, clause or provision shall not affect any
of the remaining provisions of this Resolution, the Supplemental
Resolution, Indenture, the Bonds or the Notes,

‘ 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. Amendments to Maintain Tax Exemption. The
Issuer hereby covenants to make any amendment or supplements to this
Resolution and to the Indenture authorized hereby to enable the
Notes or Bonds to be issued in such form as to render the interest
thereon exempt from federal income taxation, without furcher consent
of the Holders of the Bonds or the Notes,
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Secticn 11,06, Conflicting Provisions Repealed. All
orders or resclutions and or parts thereof in conflict with the
provisions of this Resolution are, to the extent of such conflicet,
hereby repealed, except that the WDA Resolution shall prevail in the
event of any such conflict.

Section 11.07. Covenant of Due Procedure, Etc. The Issuer
covenants that all acts, conditioms, things and procedures required
to exist, to happen, to be performed or to be taken precedent tc and
in the adoption of this Resolution do exist, have happened, have
been performed and have been taken in regular and due time, form and
manner as required by and in full compliance with the laws and
Constitution of the State of West Virginia applicable thereto; and
that the Chairman, Secretary and members of the the Governing Body
were at all times when any actions 1in connection with cthis
Resolution occurred and are duly in office and dvly qualified for
such office.

Section 11.08. Public Notice of Proposed Finmancing. Prior
to adoption of this Resclution, the Secretary of the Governing Body
. shall have caused to be published in a newspaper of general
circulation within che boundaries of Berkeley County Public Service
Sewer District, a Class II legal advertisement stating:

(a) The respective maximum amounts of the
Bonds and Notes to be issued; :

(b) The respective maximum interest rates
and terms of the Bonds and the Notes originmally
authorized hereby;

(¢} The Projeet to be acquired or
constructed and the cost of the same;

{(d) The anticipared rates which will he
charged by the Issuer; and

(e) The fact that a form is available in
the office of the Clerk of The County Commission
of Berkeley County and in the office of the
Issuer for residents of that porcion of cthe
District which will be served by the Project who
are registered voters to sign indicating their
opposition to the Issuer's borrowing money or
issuing the Bonds or the Notesa origimally
authorized hareby, as the case may be. The
Secretary of the Governing Body shall cause such
form to be provided to said county clerk.
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The Secretary of the Governing Body shall have alsc caused
to be posted in conspilcuous places throughout that portion of
Berkeley County Public Service Sewer District which will be served
by the Project signs measuring not less than 8 1/2 inches in width
and 1l inches in length which 1include the same information as
required in the Class II legal advertisement set forth above.

Section 11.09. Additional Special Covenants of Issuer. At
the date of issuance of the Bonds there 1s pencing an act of the
United States House of Representatives entitled the "Tax Reform Act
of 1985" and designated "HR 3838" (the "Tax Act"). In the event the
Tax Act (or a similar act in substitution thereof) becomes law,
certain provisions thereof relating to Section 103 of the Internal
Revenue Code of 1931, as amended, are, by the terms of the Tax Act,
to be effective as of January 1, 1986. 1In order to attempt to
comply with the Tax Act and therefore v waintain the exemption of
interest on the Bonds from Federal income taxation to the extent
possible, the Issuer hereby further covenants as follows:

(1) The facilities constituting the System
will at all times be available to serve all
members of the general public within the service
area on an equal basis and will not be used in
any manner that may cause the Bonds to
constitute "monessential function bonas";

(1i) All of the net proceeds of the Bonds
will be expended prior to the date which 1is
30 days after the date of issuance of the Bonds:

(1i1) An informational report will be filed
by the Issuer to the Internal Revenue Service
within the time limitations prescribed in the
Tax Act;

(iv) Any rebate required to be made by the
Issuer to the United States will ha made in a
timely fashion; and

(v) All other requirements, 1f any, of the
Tax Act will be met by the Issuer in order to
maintain the tax-exempt status of the Bonds and
the interest thereon.
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Section 11.10. Effective Date. This Resclution shall take
effect immediately upon adoptionm.

Adopted this 6th day of March, 1986.

% Zf’fﬂfv‘c/Lﬂ/‘J’

Chairman, Public Service B

ey

Member, Pubiic Service Board

Member, Public Service Board
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the
Public Service Board of Berkeley County Public Service Sewer
District on this 6th day of March, 1986.

{SEAL] S -

Secretary, Pﬁblic Service Board
03/05/86
BEPSD3-A
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BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds,
Series 1986 C

SUPPLEMENTAL BOND RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT
SCHEDULES, SALE PRICES AND OTHER TERMS OF TEHE
SEWER REVENUE BONDS, SERIES 1986 C, OF BERKELEY
COUNTY PUBLIC SERVICE SEWER DISTRICT;
AUTHORIZING AND APPROVING A COMMITMENT LETTER
RELATING TO SUCH BONDS AND TEE SALE AND DELIVERY
OF SUCH BONDS TO CITIZENS NATIONAL BANK;
DESIGNATING A REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK; AND MAKING OTHER PROVISIONS AS
TO THE BONDS

WHEREAS, the public service board (the "Governing Body")
of BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT (the "Issuer™) has
duly and officially adopted a resolution, effective March 6, 1386
(the "Bond Resolution"), entitled:

RESOLUTION  AUTHORIZING THE REFUNDING AND
REDEMPTION OF CERTAIN OUTSTANDING OBLIGATIONS OF
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
CONSISTING OF (I) A PROMISSORY NOTE DATED
APRIL 19, 1984, BY THE ISSUER TO SHENANDOAH
FEDERAL SAVINGS AND LOAN ASSOCIATION, IN THE
ORIGINAL PRINCIPAL AMOUNT OF $250,000; (II) A
PROMISSORY NOTE DATED SEPTEMBER 8, 1983, BY THE
ISSUER TO THE PEOPLES NATIONAL BANE OF
MARTINSBUORG, IN THE ORIGINAL PRINCIPAL AMOUNT OF
$250,000; AND (III) TBE SEWER REVENUE BONDS,
1976 SERIES A AND SERIES B OF OPEQUON PUBLIC
SERVICE DISTRICT DATED MAY 1, 1976, IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $370,000,
WHICH OPEQUON PUBLIC SERVICE DISTRICT HAS BEEN
MERGED INTO THE ISSUER; AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREOF THROUGH
THE ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$800,000 IN AGGREGATE PRINCIPAL AMOUNT OF SEWER
REVENUE BONDS, SERIES 1986 C, ON A PARITY WITH
THE DISTRICT'S SEWER REVENUE BONDS,
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SERIES 1986 A AND SERIES 1986 B; PROVIDING FOR
THE RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING THE
SALE AND PROVIDING FOR THE TERMS AND PROVISIONS
OF SUCE BONDS AND ADOPTING OTHER PROVISIONS
RELATING THERETO.

WHEREAS, the Bond Resolution provides for the issuance of
Sewer Revenue Bonds, Series 1986 C, of the Issuer {(the "Bonds"), in
an aggregate principal amount of not to exceed $800,000, the
proceeds of which are to be used to refund and redeem certain Prior
Bonds of the Issuer described in the Bond Resolution, all in
accordance with West Virginia Code, Chapter 16, Article 13A {the
"Act"); and in the Bond Resolution, it is provided that the maturity
dates, interest rates, interest and principal psyment dates, sale
prices and other terms of the Bonds should be established by a
supplemental resolution pertaining to the Bonds; and that other
matters relating to the Bonds be herein provided for;

WHEREAS, the Bonds are proposed to be purchased by
Citizens National Bank (the "Purchaser") pursuant to a commitment
letter of the Purchaser, dated February 21, 1986 (the "Commitment
Letter"); and

WHEREAS, the Governing Body deems it essential and
desirable that this supplemental bond resolution (the "Supplemental
Bond Resolution") be adopted and that the Commitment Letter be
accepted, that the prices, the maturity dates, the redemption
provisions, the interest rates and the interest and principal
payment dates of the Bonds be fixed hereby in the manper stated
herein, and that other matters relating to the Bonds be herein
provided for:

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

Section 1. Pursuant to cthe Bond Resolution and the
Act, this Supplemental Bond Resolutiomn 1is adopted and there are
hereby authorized and ordered to be issued, the Sewer Revenue Bonds,
Series 1986 C, of the Issuer, originally represented by a single
Bond, numbered R-l, in the principal amount of $800,000, payable in
equal monthly installments of principal and interest, on the first
day of each month, commencing April 1, 1986, to be adjusted on
April 1, 1991, and April 1, 1996, so as to be sufficient to amortize
the outstanding principal amount of the Bonds over the then

2.



remaining term of the Bonds at the interest rate hereinafter set
forth. The Series 1986 C Bonds shall be dated the date of delivery
thereof, shall mature March l, 200l, shall bear interest at the
initial rate of 7% per annum, until April 1, 1991, and from April 1,
1991, until the maturity thereof, at a rate per annum equal to 72%
of the prime rate of interest of Citizens Nationmal Bank to be
established and adjusted on April I, 1991, and April 1, 1996,
provided that, in no event shall the rate of interest on the
Series 1986 C Bonds exceed 1227 per anoum, such interest to bte
payable monthly, on the first day of each month, commencing April 1,
1986. The Bonds shall be subject to redemption at any time at the
option of the Issuer at the price of par plus interest accrued
thereon.

Section 2. All other provisions relating to the Bonds
and the text of the Bonds shall bhe i= substantially the form
provided in the Bond Resoluticn.

Section 3. The Issuer does hereby approve and accept
the Commitment Letter, copies of which are incorporated herein by
" reference, with such changes as are set forth herein and im the Bond
Resolution, and the execution of the acceptance by the Chairman of
the Commitment Letter, on behalf of the Issuer are hereby
authorized, approved and directed. The price of the Bonds shall be
100% of par value, plus interest accrued from the date of the Bonds
to the date of delivery thereof,

Section 4, The Issuer does hereby appoint and
designate Citizens National Bank, Martinsburg, West Virginia, as
Registrar and Paying Agent for the Bonds and does approve and accept
the Registrar's Agreement dated as of March 7, 1986, by and between
the Issuer and Citizens National Bank, in substantially the form
attached hereto, and the execution and delivery by the Chairman of
the Registrar's Agreement, and the performance of the obligations
contained therein, on behalf of the Issuer are hereby authorized,
approved and directed.

Section 5. The Issuer does hereby appoint Citizens
National Bank, Martinsburg, West Virginia, as Depository Bamk under
the Bond Resolution.

Section 6. The Chairman and Secretary are hereby
authorized and directed to execute and deliver such other documents
and certificates required or desirable in comnection with the Bonds
hereby and by the Bond Resolution approved and provided for, to the
end that the Bonds may be delivered on or about March 7, 1986, to
the Purchaser pursuant to the Commitment Letter.



Section 7. This Supplemental Bond Resolution shall be
effective immediately following adoption hereof.

Adopted this 6th day of March, 1986.

BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT

- /g;zﬁgngcfﬂ_/LyuL. e

Chairman

Secretary

03/05/86
BEPSD4~E
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BERKEL UBLIC SERVICE ER DISTRICT

RESOLUTION

RESQLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF ADDITIONS, BETTERMENTS AND
IMPROVEMENTS FOR THE EXISTING PUBLIC SEWERAGE
FACILITIES OF BERKELEY COUNTY PUBLIC SERVICE
SEWER DISTRICT AND THE FINANCING OF THE COST, NOT
OTHERWISE PROVIDED, THERECF THROUGH THE ISSUANCE
BY THE DISTRICT OF NOT MORE THAN $1,000,000 IN
AGGREGATE PRINCIPAL. AMOUNT OF SEWER REVENUE
BONDS, SERIES 1990 A, NOT MORE THAN $300,000 IN
AGGREGATE PRINCIPAL. AMOUNT OF SEWER REVENUE
BONDS, SERIES 1990 B, AND NOT MORE  THAN
$1,500,000 INTERIM  CONSTRUCTION FINANCING,
CONSISTING OF BOND ANTICIPATION NOTES, GRANT
ANTICIPATION NOTES OR A LINE OF CREDIT EVIDENCED
BY NOTES, OR ANY COMBINATION OF THE FOREGOING;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED QOWNERS OF SUCH BONDS
AND NOTES; AUTHORIZING EXECUTION AND DELIVERY OF
A TRUST INDENTURE SECURING THE NOTES; APPROVING,
RATIFYING AND CONFIRMING A LOAN AGREEMENT AND
SUPPLEMENTAL. LOAN AGREEMENT RELATING TO SUCH
BONDS; AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND NOTES AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

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

ARTICLE

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Resolutlon. This

Resolution (together with any order or resolution supplemental hereto
or amendatory hereof, the "Bond Legislation”) is adopted pursuant te
the provisions of Chapter 16, Article 13A of the West Virginla 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:



A, Berkeley County Public Service Sewer District (the
"lssuer”) is a public service district and political subdivision of
the State of West Virginia in Berkeley County of said State.

B. The Issuer presently owns and operates a public
sewerage system. However, it is deemed necessary and desirable for
the health and welfare of the inhabitants of the Issuer that there be
constructed certain additions, betterments and improvements for the
existing sewerage facilities of the Issuer, consisting of acquisition
and construction of collection lines, pumping stationms, standby
generators, force mains and laterals to serve the Highway 9 and
Grapevine Road areas of Berkeley County, West Virginia, together with
all appurtenant facilities (collectively, the ~”Project”) which
constitute properties for the collection and transportation of liquid
or solid wastes, sewage or industrial wastes (the existing sewerage
facilities, the Project and any further additions thereto or
extensions thereof is herein called the "System”) at an estimated cost
of §$2,286,294, 1n accordance with the plans and specifications
prepared by Howard Needles Tammen & Bergendoff, Charleston,
West Virginia and amendments thereto prepared by the Consulting
Engineers, which plans and specifications have heretofore been filed
with the Issuer.

C. The estimated revenues to be derived in each year after
completion of the Project from the operation of the System will be
sufficient to pay all the costs of the operation and maintenance of
said System, the principal of and interest on the Prior Bonds and the
Bonds and all Sinking Funds, Reserve Accounts and other payments
provided for herein and in the Prior Resolution, all as such terms are
hereinafter defined.

D. It is deemed necessary for the Issuer to issue its
Sewer Revenue Bonds in the total aggregate principal amount of not
more than $1,300,000 in two series, being the Series 1990 A Bonds in
the aggregate principal amount of not more than $1,000,000, and the
Series 1990 B Bonds in the aggregate principal amount of not more than
$300,000 (collectively, the "Original Bonds"), and (at the option of
the Issuer) to issue its sewerage system bond anticipation notes prior
to issuance of the Original Bonds and contemporaneously therewith, or
as soon as practicable thereafter, to issue its sewerage system grant
anticipation notes, and/or a note or notes evidencing a line of
credit, or any combination of the foregoing ({(collectively, the
"Notes") in the aggregate principal amount of not more than $1,500,000
to temporarily finance costs of acquisition and construction of the
Project. Said costs shall be deemed to include the cost of all
property rights, easements and franchises deemed necessary or
convenient therefor; interest upon the Notes during the term thereof
and upon the Bonds prior to and during construction or acquisition and
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for a period not exceeding 6 months after completion of construction
of the Project; amounts which may be deposited in the Reserve
Accounts; 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 of the Authority (as hereinafter defined),
discount, initial fees for the services of registrars, paying agents,
depositories or trustees or other costs in connection with the sale
of the Bonds and Notes 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, including, with respect to the Notes, any
fees for the providing of a letter of credit, as hereinafter defined,
and any costs of obtaining insurance thereon; provided, that
reimbursement to the Issuer for any amounts expended by {t for
allowable costs prior to the issuance of the Bonds or Notes or the
repayment of indebtedness incurred by the Issuer for such purposes,
shall be deemed Costs of the Project, as hereinafter defined.

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

F. It is in the best interests of the Issuer that {its
OCriginal Bonds be so0ld to the Authority (as hereinafter defined)
pursuant to the terms and provisions of a loan agreement and a
supplemental loan agreement to be entered into between the Issuer and
the Authority, in form satisfactory to the Issuer and the Authority,
as shall be approved by supplemental resolution.

G. There are outstanding obligations of the Issuer which
will rank either senior and prior to, on parity with or junior and
subordinate to the Bonds as to liens and sources of and security for
payment, which obligations are designated and have the lien positions,
together with the Bonds as follows:



Degignation Lien Position

Sewer Revenue Bonds, Series 1986 A, First Lien
dated March 7, 1986, issued in the

original aggregate principal amount

of $3,290,658 (the ~"Series 1986 A

Bonds”™)

Sewer Revenue Bonds, Series 1986 C, First Lien
dated March 7, 1986, issued in the

original aggregate principal amount

of $800,000 (the *Series 1986 C

Bonds")

Sewer Revenue Bonds, Serles 1990 A First Lien
{the "Series 1990 A Bonds”)

Sewer Revenue Bonds, Series 1986 B, Second Lien
dated March 7, 1986, issued in the

original aggregate principal amount

of $1,638,194 (the "Series 1986 B

Bonds")

Sewer Revenue Bonds, Series 1990 B Second Lien
(the "Series 1990 B Bonds")

The Series 1986 A Bonds, Series 1986 C Bonds and
Series 1990 A Bonds are hereinafter collectively called the "First
Lien Bonds” and the Series 1986 B Bonds and Series 1990 B Bonds are
hereinafter collectively called the "Second Lien Bonds.”

The Series 1990 A Bonds shall be issued on parity with the
Series 1986 A Bonds and Series 1986 C Bonds and senior and prior to
the Series 1990 B Bonds and the Series 1986 B Bonds with respect to
liens, pledges and sources of and security for payment and in all
other respects. The Series 1990 B Bonds shall be issued on parity
with the Series 1986 B Bonds, and junior and subordinate to the
Series 1986 A Bonds and Series 1986 C Bonds and the Series 1990 A
Bonds with respect to liens, pledges and sources of and security for
payment and in all other respects. The Grant Anticipation Notes, if
issued, will not be payable from the Net Revenues, but shall be
payable from Grant Receipts, Surplus Revenues and proceeds of a letter
of credit, if any, all as shall be set forth in the Indenture or the
Supplemental Resolution authorizing the Notes. The Bond Anticipation
Notes, if issued, will be payable from the proceeds of the Bonds and
Net Revenues, if necessary, all as shall be set forth in the Indenture
or the Supplemental Resolution authorizing the Notes.



H. The Issuer has complied with all requirements of
West Virginia law relating to authorization of the acquisition,
construction and operation of the Project and the System and issuance
of the Bonds and the Netes, or will have so complied prior to issuance
of any thereof, including, among other things, the obtaining of a
Certificate of Public Convenience and Necessity and approval of this
financing and necessary user rates and charges described herein from
the Public Service Commission of West Virginia by final order, the
time for rehearing and appeal of which will either have expired prior
to the issuance of the Bonds or any of the Notes or such final order
will not be subject to appeal.

I. The Issuer has received the written consent of the
Authority to issuance of the Original Bonds with lien positions with
respect to the Prior Bonds as set forth in paragraph G of this
Section 1.02.

Section 1.03. Bond lLegislation Comstitutes Contract. In

consideration of the acceptance of the Original Bonds and the Notes
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 1Issuer and such Bondholders and such
Noteholders, 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 Original
Bonds and Notes, respectively, all which shall be of equal rank and
without preference, priority or distinction between any one Original
Bond of a series and any other Original Bonds of the same series and
between any one Note of a series and any other Note of the same
series, by reason of prierity 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 16, Article 13A of the West Virginia
Code of 1931, as amended and in effect on the date of adoption hereof.

"Authority” means the West Virginia Water Development
Authority, which 1is expected to be the original purchaser of the
Original Bonds, or any other agency of the State of West Virginia that
succeeds to the functions of the Authority.

"Authorized Officer” means the Chairman of the Governing
Body of the Issuer or any temporary Chairman duly appointed by the
Governing Body.



"Bond Construction Trust Fund” means the Bond Construction
Trust Fund established by Section 5.01 hereof.

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

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

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

"Bond Year” means each one-year period (or shorter period
from the date of issuance of the Bonds) that ends at the close of
business on October 1.

"Bonds” means the Original Bonds, the Prior Bonds, and,
where appropriate, any bonds on a parity therewith authorized to be
issued hereunder.

"Series 1986 A Bonds” means the Issuer's Sewer Revenue
Bonds, Series 1986 A, dated March 7, 1986, issued in the original
aggregate principal amount of $3,290,658, of which $3,270,453 is
currently OQutstanding.

"Series 1986 B Bonds” means the Issuer’'s Sewer Revenue
Bonds, Series 1986 B, dated March 7, 1986, issued in the original
aggregate principal amount of $1,638,194, of which $1,551,973 is
currently OQutstanding.

"Series 1986 C Bonds" means the Issuer's Sewer Revenue
Bonds, Series 1986 C, dated March 7, 1986, issued in the original
aggregate principal amount of $800,000, of which $651,237.29 is
currently Qutstanding.

"Chairman” means the Chairman of the Governing Body of the
Issuer.

"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.
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"Consulting Engineers” means The County Commission of
Berkeley County, Martinsburg, West Virginia, which County Commission
is providing consulting engineering services through William J.
Teach, P.E., an employee thereof, or any engineer or firm of engineers
that shall at any time hereafter be retained by the Issuer as
Consulting Engineers for the System.

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

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

"EPA" means the United States Environmental Protection
Agency and any successor to the functions of the EPA.

"EPA Grant” means the grant from the EPA pursuant to the
commitment therefor.

“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” or "Board” means the public service board
of the Issuer, as it may now or hereafter be constituted.

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

*Grant” means the EPA Grant.

"Grant Agreement” means a written commitment for the payment
of the EPA Grant or any of the Other Grants, specifying the amount of
such Grant, the terms and conditions upon which such Grant is made and
the date or dates or event or events upon which such Grant is to be
paid to the Issuer; provided that, "EPA Grant Agreement” means only
the Grant Agreement relating to the EPA Grant and "Other Grant
Agreements” means only those Grant Agreements relating to the Other
Grants.

"Grant Receipts” means all moneys received by the Issuer on
account of any Grant after the date of issuance of any grant
anticipation notes; provided that, "EPA Grant Recelipts” means only
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Grant Receipts on account of the EPA Grant, and "Other Grant Receipts”
means only Grant Receipts on account of any or all of the Other
Grants.

"Grants” means, collectively, the EPA Grant and the Other
Grants, as hereinafter defined.

"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, purchased
pursuant to Article 8.01 hereof) or any Tap Fees, as hereinafter
defined.

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

) "Indenture” or "Trust Indenture” means the Trust Indenture
which may, at the Issuer's option, be entered into between the Issuer
and the Trustee relating to the Notes and all supplements or
amendments thereto.

“Independent 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 purpose except keeping the accounts of the System in
the normal operation of its business and affairs.

"Issuer” means Berkeley County Publiec Service Sewer
District, in Berkeley County, West Virginia, and, unless the context
clearly indicates otherwise, includes the Governing Body of the
Issuer.

"Loan Agreement” shall mean, collectively, the Loan
Agreement and the Supplemental Loan Agreement, to be entered into
between the Authority and the Issuer providing for the purchase of
the Original 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.

"Net Proceeds” means the face amount of the Series 1990 A
Bonds, plus accrued interest and premium, if any, less original issue
discount, if any, and less proceeds deposited in the Series A Bonds
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Reserve Account. For purposes of the Private Business Use limitations
set forth herein, the term Net Proceeds shall include any amounts
resulting from the investment of proceeds of the Series 1990 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 which
is acquired with the gross proceeds or any other proceeds of the
Original Bonds and is not acquired in order to carry out the
governmental purpose of the Original Bonds.

“Noteholder,” "Holder of the Notes” or any similar term
means the person, whenever used herein with respect te an outstanding
Note or Notes, in whose name such Note is registered.

"Notes” means collectively, the not more than $1,500,000 in
aggregate principal amount of sewerage system bond anticipation notes,
grant anticipation notes or notes evidencing a line of credit
originally authorized hereby which may be issued by the Issuer, the
terms of which shall be set forth in a Supplemental Resolution, and
unless the context clearly indicates otherwise, the terms "Notes”
includes any refunding Notes of the Issuer. .

"Notes Construction Trust Fund” means the Notes Construction
Trust Fund which may be established by the Indenture.

"Notes Debt Service Fund” means the Notes Debt Service Fund
which may be established by the Indenture.

"Notes Registrar” means the bank to be designated as such
in the Indenture or the Supplemental Resolution and its successors and
assigns,

"Operating Expenses” means the reasonable, proper and
necessary costs of repair, maintenance and operation of the System
and includes, without limiting the generality of the foregoing,
administrative, engineering, legal, auditing and insurance expenses,
other than those capitalized as part of the Costs, fees and expenses
of the Authority, fiscal agents, the Depository Bank, Registrar,
Paying Agent and the Trustee (all as herein defined), other than those
capitalized as part of the Costs, payments to pension or retirement
funds, taxes and such other reasonable operating costs and expenses
as should normally and regularly be included under generally accepted
accounting principles; provided, that "Operating Expenses” does not
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include payments on account of the principal of or redemption premium,
if any, or interest on the Bonds or Notes, 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,.

“Original Bonds” or "Bonds originally authorized hereby” or
similar phrases mean, collectively, the not more than $1,000,000 in
aggregate principal amount of Series 1990 A Bonds and the not more
than $300,000 in aggregate principal amount of Series 1990 B Bonds,
issued for the purpose of paying a portion of the Costs of the Project
and for such other purposes permitted and authorized by this Bond
Legislation.

"Original Notes Purchaser” means, in the event Notes are
issued, the original purchaser of such Notes, as shall be named in
the Supplemental Resolution, and, in the event a note or notes
evidencing a line of credit are issued, such bank or banks as shall
be named in a resolution supplemental hereto.

"Other Grants” means any other grant other than the
EPA Grant hereafter received by the Issuer to aid in financing any
Costs.

"Qutstanding,” when used with reference to Bonds or Notes
and as of any particular date, describes all Bonds theretofore and
thereupon being authenticated and delivered or all Notes theretofore
and thereupon being authenticated and delivered except (i) any Bond
or Note cancelled by the Bond Registrar or Registrar for Prior Bonds,
or Notes Registrar, at or prior te sald date; (ii) any Bond or Note
or Prior Bonds, 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 or
under the Indenture, as applicable, and set aside for such payment
(vhether upon or prior to maturity); (iii) any Bond or Note deemed to
have been paid as provided in Article X hereof or as provided in the
Indenture, as applicable; and (iv) for purposes of consents or other
action by a specified percentage of Bondholders or Noteholders, or
holders of Prior Bonds or any Bonds or Notes or Prior Bonds registered
to the Issuer.

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

"Paying Agent” means the bank or banks or other entity
designated as such for the Bonds and/or the Notes in the Indenture or
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in the Supplemental Resolution or such entity or authority as may be
designated by the Issuer.

"Prior Bonds” means, collectively the three Series of Sewer
Revenue Bonds of the Issuer, all dated March 7, 1986, issued in the
original aggregate principal amount of $5,728,852, of which
$5,473,661.89 remains outstanding as of the date of adoption of this
Resolution.

"Prior Resolution” means, collectively the resolutions of
the Issuer adopted March 6, 1986, authorizing the Prior Bonds.

"Private Business Use” means use directly or indirectly in
a trade or business 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 l44(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.

"Program” means the Authority's loan program, under which
the Authority purchases the water development revenue bonds of local
governmental entities satisfying certain legal and other requirements
with the proceeds of water development revenue bonds of the Authority,

"Project” means the acquisition and construction of certain
additions, betterments and improvements for the existing sewerage
system of the Issuer, consisting generally of collection lines,
pumping stations, standby generators, force mains and laterals to
serve the Highway 9 and Grapevine Road areas of Berkeley County,
West Virginia, together with all appurtenant facilities.

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

(a) Government Obligations;

(b) Government Obligations which have been
stripped of their unmatured interest coupons,
Interest coupons stripped from Government
Obligations, and receipts or certificates
evidencing payments from Government Obligations
or Interest coupons stripped from Government
Obligations;
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{c) Bonds, debentures, notes or other
evidences of indebtedness 1ssued by any of the
following agencles: Banks for <Cooperatives;
Federal Intermediate Credit Banks; Federal Home
Loan Bank System; Export-Import Bank of the
United States; Federal Land Banks; Government
National Mortgage Association; Tennessee Valley
Authority; or Washington Metropolitan Area
Transit Authority;

(d} Any bond, debenture, note,
participation certificate or other similar
obligations 1ssued by the Federal National
Mortgage Association to the extent such
obligation 1is guaranteed by the Government
National Mortgage Association or issued by any
other federal agency and backed by the full faith
and credit of the United States of America;

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

(f) Money market funds or similar funds
whose only. assets are Iinvestments 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 sald repurchase agreements either must
mature as nearly as practicable coincident with
the maturity of said repurchase agreements or
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must be replaced or increased so that the market
value thereof 1is always at least equal to the
principal amount of said repurchase agreements,
and provided further that the holder of such
repurchase agreement shall have a prior perfected
security Interest in the collateral therefor:
must have (or its agent must have) possession of
such collateral; and such collateral must be free
of all claims by third parties;

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

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

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

"Registrar” means as appropriate, either the Bond Registrar
or the Notes Reglstrar or both,

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

"Revenue Fund” means the Revenue Fund established by
Section 5.01 hereof,

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

"Series 1990 A Bonds” or "Series A Bonds” means the not more
than §1,000,000 in aggregate principal amount of Sewer Revenue Bonds,
Series 1990 A, of the Issuer.

"Series 1990 A Bonds Reserve Account” means the
Series 1990 A Bonds Reserve Account established in the Series 1990 A
Bonds Sinking Fund pursuant to Section 5.02 hereof.

"Series 1990 A Bonds Reserve Requlrement” means, as of any
date of calculation, the maximum amount of principal and interest
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which will become due on the Series 1990 A Bonds in the then current
or any succeeding year.

"Series 1990 A Bonds Sinking Fund” means the Series 1990 A
Bonds Sinking Fund established by Section 5.02 hereof.

"Series 1990 B Bonds"™ or "Series B Bonds” means the not more
than §$300,000 in aggregate principal amount of Sewer Revenue Bonds,
Series 1990 B, of the Issuer.

"Series 1990 B Bonds Reserve Account” means the
Series 1990 B Bonds Reserve Account established in the Series 1990 B
Bonds Sinking Fund pursuant to Section 5.02 hereof.

"Series 1990 B Bonds Reserve Requirement” means, as of the
date of calculation, the maximum amount of principal which will become
due on the Series 1990 B Bonds in the then current or any succeeding
year.

"Series 1990 B Bonds Sinking Fund” means the Series 1990 B
Bonds Sinking Fund established by Section 5.02 hereof.

"State” means the State of West Virginia.

"Supplemental Resolution" means any resolution, ordinance
or order of the Issuer supplementing or amending this Resolution and,
when preceded by the article "the,” refers specifically to the
supplemental resolutions authorizing the sale of the Notes. or the
Original Bonds; provided, that any matter intended by this Resolution
to be included in the Supplemental Resolution with respect to the
Notes or the Original Bonds, as the case may be, and not so included
may be included in another Supplemental Resolution.

"Surplus Revenues” means the Net Revenues not required by
the Bond Legislation to be set aside and held for the payment of or
security for the Bonds, the Prior Bonds or any other obligations of
the Issuer, including the Depreciation Fund, the Renewal and
Replacement Fund and the Reserve Accounts, the proceeds of which Bonds
or other obligations are to be used to pay Costs of the Project.

"System” means the complete properties of the Issuer for the
collection, treatment, purification or disposal of liquid or solid
wastes, sewage or Industrial wastes, as presently existing in its
entirety or any integral part thereof, and shall include the Project
and any further improvements or extensions thereto hereafter
constructed or acquired from any sources whatsoever,
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"Tap Fees"” means the fees, if any, paid by prospective
customers of the System In order to connect thereto.

"Trustee” means the banking institution designated as
trustee for the Noteholders under the Indenture, 1if any, 1its
successors and assigns.

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 I1I

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT

Section 2,01. Authorizationof Acquisition and Construction
of the Project. There is hereby authorized the acquisition and
construction of the Project, at an estimated cost of $2,286,294, in
accordance with the plans and specifications which have been prepared
by Howard Needles Tammen & Bergendoff, Charleston, West Virginia, and
amendments prepared by the Consulting Engineers, heretofore filed in
the office of the Governing Body. The proceeds of the Notes and the
Bonds hereby authorized shall be applied as provided in the Indenture,
if any, and Article VI hereof, respectively.
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ARTICLE TT1I

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

Section 3,01. Authorization of Bonds. For the purposes of

capltalizing interest on the Series 1990 A Bonds, funding a reserve
account for each series of Original Bonds, paying Costs of the Project
not otherwise provided for and paying certain costs of issuance of the
Original Bonds and related costs, or any or all of such purposes, as
determined by the Supplemental Resolution, there shall be issued
negotiable Original Bonds of the Issuer, in an aggregate principal
amount of not more than $1,300,000. Said Bonds shall be issued in
two series, to be designated respectively, ~”Sewer Revenue Bonds,
Series 1990 A,” in the aggregate principal amount of not more than
$1,000,000, and "Sewer Revenue Bonds, Series 1990 B,” in the aggregate
principal amount of not more than $300,000, and shall have such terms
as set forth hereinafter and in the Supplemental Resolution. Such
Bonds shall be issued contemporaneously with or prior to issuance of
the Grant Anticipation Notes, If any. The proceeds of the 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 Bond Construction Trust Fund established by
Section 5.01 hereof.

Section 3.02. Terms of Bonds. The Bonds shall bear
interest at such rate or rates, not exceeding the then legal maximum,
payable semiannually 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. The 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 Bonds 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 Original Bonds shall be issued in the form of a single bond for
each series, fully registered to the Authority, with a debt service
schedule attached, representing the aggregate principal amount of each
series, and shall mature in principal installments, all as provided
in the Supplemental Resolution. The Bonds of each serles shall be
exchangeable at the option and expense of the Holder for other fully
registered Bonds of the same serles 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. The Bonds shall be dated as of the date specified in a
Supplemental Resolution and shall bear interest from such date.

Section 3.03. Execution of Bonds. The Bonds shall be

executed in the name of the Issuer by the Chairman, and the seal of
the Issuer shall be affixed thereto or imprinted thereon and attested
by the Secretary. In case any one or more of the officers who shall
have signed or sealed any of the Bonds shall cease to be such officer
of the Issuer before the Bonds so signed and sealed have been actually
sold and delivered, such Bonds may nevertheless be sold and delivered
as herein provided and may be issued as if the person who signed or
sealed such Bonds had not ceased to hold such office. Any Bonds may
be signed and sealed on behalf of the Issuer by such person as at the
actual time of the execution of such Bonds shall hold the proper
office iIn 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 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 forms 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 Bond shall be deemed to have
been executed by the Bond Registrar if manually signed by an
authorized officer of the Bond Registrar, but it shall not be
necessary that the same officer sign the Certificate of Authentication
and Reglstration on all of the Bonds issued hereunder,

Section 3.05. Negotiability, Transfer and Regilstration.

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

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

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

In all cases in which the privilege of exchanging Bonds or
transferring the registered Bonds are exercised, Bonds shall be
delivered in accordance with the provisions of this Bond Legislation,
All Bonds surrendered in any such exchanges or transfers shall
forthwith be cancelled by the Bond Registrar. For every such exchange
or transfer of Bonds, the Bond Registrar may make a charge sufficient
to reimburse it for any tax, fee or other governmental charge required
to be paid with respect to such exchange or transfer and the cost of
preparing each new Bond upon each exchange or transfer, and any other
expenses of the Bond Registrar incurred in connection therewith, which
sum or sums shall be paid by the Issuer. The.Bond Registrar shall not
be obliged to make any such exchange or transfer of Bonds during the
period commencing on the 153th day of the month next preceding an
interest payment date on the Bonds or, in the case of any proposed
redemption of Bonds, next preceding the date of the selection of Bonds
to be redeemed, and ending on such interest payment date or redemption

date.
Section 3.06. Bonds Mutjlated, Destroyed, Stolen or Lost.

In case any Bond shall become mutilated or be destroyed, stolen or
lost, the Issuer may, in its discretion, issue, and the Bond Registrar
shall, if so advised by the Issuer, authenticate and deliver, a new
Bond of the same series and of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such
mutilated Bond, upon surrender and cancellation of such mutilated
Bond, or in lieu of and substitution for the Bond destroyed, stolen
or lost, and upon the Holder's furnishing satisfactory indemnity and
complying with such other reasonable regulations and conditions as the
Issuer may prescribe and paying such expenses as the Issuer and the
Bond Registrar may incur. All Bonds so surrendered shall be cancelled
by the Bond Registrar and held for the account of the Issuer. If any
such Bond shall have matured or be about to mature, instead of issuing
a substitute Bond, the Issuer may pay the same, upon being indemnified
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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 Bonds shall not, in any event, be or constitute an indebtedness
of the Issuer within the meaning of any constitutional or statutory
provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein provided
and amounts, if any, in the respective Reserve Accounts. No holder
or holders of any of the Bonds shall ever have the right to compel
the exercise of the taxing power of the Issuer to pay the Bonds or
the Interest thereon.

Section 3,08. Bonds Secured by Pledge of Net Revenues; Lien
Positions with Respect to Prior Bonds. The payment of the debt
service of all the Series 1990 A Bonds shall be secured forthwith

equally and ratably with each other by a lien on the Net Revenues
derived from the System, senior and prior to the lien on Net Revenues
in favor of the Holders of the Series 1986 B Bonds and Series 1990 B
Bonds, and on parity with the lien on Net Revenues in favor of the
Holders of the Series 1986 A Bonds and Series 1986 C Bonds. The
.payment of the debt service of all the Series 1990 B Bonds shall also
be secured forthwith equally and ratably with each other by a lien on
the Net Revenues derived from the System, on parity with the lien on
such Net Revenues in favor of the Holders of the Series 1986 B Bonds
but junior and subordinate to the lien on such Net Revenues in favor
of the Holders of the Series 1986 A Bonds, Series 1986 C Bonds and
Series 1990 A Bonds. Such Net Revenues in an amount sufficient to pay
the principal of and interest on and other payments for the Bonds and
to make the payments into the Sinking Funds, the Reserve Accounts
therein, and the Renewal and Replacement Fund, either existing or
hereinafter established, are hereby irrevocably pledged to the payment
of the principal of and interest on the Bonds as the same become due.

Section 3.09. Form of Origipal Bonds. The text of the

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 te the issuance thereof:
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[Form of Series 1990 A Bond]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
SEWER REVENUE BOND,
SERIES 1990 A

No. AR- $

KNOW ALL MEN BY THESE PRESENTS: That BERKELEY COUNTY PUBLIC
SERVICE SEWER DISTRICT, a public corporation and political subdivision
of the State of West Virginia in Berkeley 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 ($ }, in installments on October 1 of each year,
.as set forth on the "Schedule of Annual Debt Service” attached as
Exhibit A hereto and incorporated herein by reference with interest
on each installment at the rate per annum set forth on said Exhibit A.

The interest on each installment shall run from the original
date of delivery of this Bond to the Authority and payment therefor,
and until payment of such installment, and such interest shall. be
payable on April 1 and October 1 in each year, beginning
1, 19 . 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”). The interest on this
Bond 1s payable by check or draft of the Paying Agent mailed to the
registered owner hereof at the address as it appears on the books of
One Valley Bank, National Association, Charleston, West Virginia, as
registrar (the “"Registrar”) on the 15th day of the month next
preceding an interest payment date, or by such other method as shall
be mutually agreeable so long as the Authority is the registered owner
hereof.

This Bond may be redeemed prior to its stated date of
maturity in whole or in part, but only with the express written
consent of the Authority, and upon the terms and conditions prescribed
by, and otherwise in compliance with, the Loan Agreement between the
Issuer and the Authority, dated , 19
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This Bond is issued (1) to pay a portion of the costs of
acquisition and construction of certain additions, betterments and
improvements for the existing sewerage facilities of the Issuer (the
"Project”); (ii) to pay interest on the Bonds of this Series (the
"Bonds”) during the construction of the Project and for not more than
6 months thereafter; (iil) to pay certain costs of issuance hereof and
related costs. The existing sewerage system of the Issuer, the
Project, and any further additions, betterments or improvements
thereto is herein called the "System.” This Bond is issued under the
authority of and in full compliance with the Constitution and statutes
of the State of West Virginia, including particularly Chapter 16,
Article 13A of the West Virginia Code of 1931, as amended (the "Act”),
and a Resolution duly adopted by the Issuer on » 19__ and
a Supplemental Resolution duly adopted by the Issuer on

(collectively called the “Bond Legislation”), and is subject to
a11 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 PARITY WITH RESPECT TCQ LIENS, PLEDGES
AND SOURCES OF AND SECURITY FOR PAYMENT TC CERTAIN OUTSTANDING SEWER
REVENUE BONDS OF THE ISSUER AS FOLLOWS:

(i) SEWER REVENUE BONDS, SERIES 1986 A,
DATED MARCH 7, 1986, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF §

(THE "SERIES 1986 A BONDS"); AND

(ii) SEWER REVENUE BONDS, SERIES 1986 C,
DATED MARCH 7, 1986, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $§

(THE "SERIES 1986 C BONDS").

THIS BOND IS ISSUED SENIOR AND PRIOR WITH RESPECT TO LIENS,
PLEDGES AND SOURCES OF AND SECURITY FOR PAYMENT WITH CERTAIN
OUTSTANDING SEWER REVENUE BONDS OF THE ISSUER AS FOLLOWS:

(1) SEWER REVENUE BONDS, SERIES 1986 B,
DATED MARCH 7, 1986, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF §

(THE "SERIES 1986 B BONDS"); AND

(ii) SEWER REVENUE BONDS, SERIES 1990 B,
ISSUED CONCURRENTLY HEREWITH IN THE AGGREGATE
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PRINCIPAL AMOUNT OF § AND DESCRIBED
IN THE BOND LEGISIATION (THE "SERIES 1990 B
BONDS" ).

This Bond 1s payable only from and secured by a pledge of
the Net Revenues (as defined in the Bond legislation) to be derived
from the operation of the System, on parity with the pledge of Net
Revenues in favor of the holders of the Series 1986 A Bonds and
Series 1986 C Bonds, and from moneys in the Reserve Account created
under the Bond Legislation for the Bonds (the "Series 1990 A Bonds
Reserve Account”), and unexpended proceeds of the Bonds and the
Series 1990 B Bonds. Such Net Revenues shall be sufficient to pay the
principal of and interest on all bonds which may be issued pursuant
to the Act and which shall be set aside as a special fund hereby
pledged for such purpose. This Bond does not constitute a corporate
indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same or the interest hereon except from said
speclal fund provided from the Net Revenues, the moneys in the
Serles 1990 A Bonds Reserve Account and unexpended proceeds of the
Bonds and the Series 1990 B Bonds. Pursuant to the Bond Legislation,
the Issuer has covenanted and agreed to establish and maintain just
and equitable rates and charges for the use of the System and the
services rendered thereby, which shall be sufficient, together with
other revenues of the System, to provide for the reasonable expenses
of operation, repair and maintenance of the System, and to leave a
balance each year equal to at least 115% of the maximum amount payable
in any year for principal of and interest on the Bonds, the
Series 1990 B Bonds, and all other obligations secured by a lien on
or payable from such revenues prior to or on a parity with the Bonds
or the Series 1990 B Bonds, including the Series 1986 A Bonds and
Serles 1986 C Bonds, provided however, that so long as there exists
in the Series 1390 A Bonds Reserve Account an amount at least equal
to the maximum amount of principal and interest which will become due
on the Bonds in the then current or any succeeding year, and in the
respective reserve accounts established for the Series 1990 B Bonds
and any other obligations outstanding prior to or on a parity with the
Bonds or the Serles 1990 B Bonds, including the Series 1986 A Bonds
and Series 1986 C Bonds, an amount at least equal to the requirement
therefor, such percentage may be reduced to 1108. The Issuer has
entered into certaln further covenants with the registered owners of
the Bonds for the terms of which reference is made to the Bond
Legislation. Remedies provided the registered owners of the Bonds are
exclusively as provided in the Bond Legislation, to which reference
1s here made for a detalled description thereof.
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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 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
Bond 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, shall be applied solely to the payment
of the Costs of the Project 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 Iin 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 revenues of the System has been pledged to
and will be set aside into said special fund by the Issuer for the
prompt payment of the principal of and interest on this Bond.

All provisions of the Bond Legislation, resolutions and
statutes under which this Bond is issued shall be deemed to be a part
of the contract evidenced by this Bond to the same extent as if
written fully herein.
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IN WITNESS WHEREQF, BERKELEY COUNTY PUBLIC SERVICE SEWER
DISTRICT has caused this Bond to be signed by its Chairman and its
corporate seal to be hereunto affixed and attested by its Secretary,

and has caused this Bond to be dated , 19
[SEAL)
Chairman
ATTEST:
Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1990 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:

ONE VALLEY BANK, NATIONAL ASSOCIATION,
as Registrar

By

Its Authorized Officer
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EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE
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(Form of)

ASSIGNMENT

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

the within Bond and does hereby lrrevocably 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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{Form of Series 1990 B Bond]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
SEWER REVENUE BOND,
SERIES 1990 B

No. BR-__ 5

KNOW ALL MEN BY THESE PRESENTS: That BERKELEY COUNTY PUBLIC
SERVICE SEWER DISTRICT, a public corporation and political subdivision
of the State of West Virginia in Berkeley 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 ($ Y, In annual installments on October 1 of
.each year as set forth on the "Schedule of Annual Debt Service”
attached as Exhibit A hereto and incorporated herein by reference,
without 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 upon the terms and conditions prescribed
by, and otherwise in compliance with, the Supplemental Loan Agreement
between the Issuer and the Authority, dated , 19

This Bond is issued (i) to pay a portion of the costs of
acquisition and construction of certain additions, betterments and
improvements for the existing sewerage facilities of the Issuer (the
"Project”); and (ii) to pay certain costs of issuance hereof and
related costs. The existing sewerage system of the Issuer, the
Project, and any further additions, betterments or improvements
thereto is herein called the "System.” This Bond is issued under the
authority of and in full compliance with the Constitution and statutes
of the State of West Virginia, including particularly Chapter 16,
Article 13A of the West Virginia Code of 1931, as amended (the "Act"),
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and a Resolution duly adopted by the Issuer on , 19 and
a Supplemental Resolution duly adopted by the Issuer on .
19__ (collectively called 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 of this Series (the "Bonds”) under the Bond Legislation.

THIS BOND IS ISSUED JUNIOR AND SUBORDINATE WITH RESPECT TO
LIENS, PLEDGES AND SOURCES OF AND SECURITY FOR PAYMENT TO CERTAIN
OUTSTANDING SEWER REVENUE BONDS OF THE ISSUER AS FOLLOWS:

(1) SEWER REVENUE BONDS, SERIES 1990 A,
ISSUED CONCURRENTLY HEREWITH IN THE AGGREGATE
PRINCIPAL AMOUNT OF § AND DESCRIBED IN
THE BOND LEGISLATION (THE "SERIES 1990 A BONDS");

(ii) SEWER REVENUE BONDS, SERIES 1986 A,
DATED MARCH 7, 1986, TISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $
(THE "SERIES 1986 A BONDS"); AND

(iii) SEWER REVENUE BONDS, SERIES 1986 C,
DATED MARCH 7, 1986, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF §

(THE "SERIES 1986 C BONDS").

THIS BOND IS ISSUED ON PARITY WITH RESPECT TO LIENS, PLEDGES
AND SOURCES OF AND SECURITY FOR PAYMENT WITH CERTAIN OUTSTANDING SEWER
REVENUE BONDS OF THE ISSUER AS FOLLOWS:

(1) SEWER REVENUE BONDS, SERIES 1986 B,
DATED MARCH 7, 1986, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $§

(THE "SERIES 1986 B BONDS”).

This Bond is payable only from and secured by a pledge of
the Net Revenues (as defined in the Bond Legislation) to be derived
from the operation of the System after there has first been paid from
salid Net Revenues all payments then due and owing on account of the
Series 1986 A Bonds, the Series 1986 ¢ Bonds and the Series 1990 A
Bonds, all moneys in the reserve account created under the Bond
Legislation for the Bonds (the "Series 1930 B Bonds Reserve Account"”)
and unexpended proceeds of the Bonds. Such Net Revenues shall be
sufficient to pay the principal of and interest on all bonds which may
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be issued pursuant to the Act and which shall be set aside as a
special fund hereby pledged for such purpose. This Bond does not
constitute a corporate indebtedness of the Issuer within the meaning
of any constitutional or statutory provisions or limitations, nor
shall the Issuer be obligated to pay the same, except from said
special fund provided from the Net Revenues, the money¥s Iin the
Series 1990 B Bonds Reserve Account and unexpended Bond proceeds.
Pursuant to the Bond Legislation, the Issuer has covenanted and agreed
to establish and maintain just and equitable rates and charges for the
use of the System and the services rendered thereby, which shall be
sufficient, together with other revenues of the System, to provide for
the reasonable expenses of operation, repair and maintenance of the
System, and to leave a balance each year equal to at least 115% of the
maximum amount payable in any year for principal of and interest, if
any, on the Bonds, the Series 1986 A Bonds, the Series 1986 C Bonds,
the Series 1990 A Bonds and all other obligations secured by a lien
on or payable from such revenues prior to or on a parity therewith,
including the Series 1986 B Bonds, provided however, that so long as
there exists in the Series 1990 B Bonds Reserve Account and the
reserve account established for the Series 1990 A Bonds, respectively,
amounts at least equal to the maximum amount of principal and
‘interest, if any, which will become due on the Bonds and the
Series 1990 A Bonds in the then current or any succeeding year, and
any reserve account for any such prior or parity obligations,
including the Series 1986 A Bonds, Series 1986 B Bonds, Series 1986 C
Bonds and Series 1990 A Bonds, is funded at least at the requirement
therefor, such percentage may be reduced to 110%. The Issuer has
entered into certain further covenants with the registered owners of
the Bonds for the terms of which reference is made to the Bond
Legislation. Remedies provided the registered owners of the Bonds are
exclusively as provided in the Bond Legislation, to which reference
1s 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 One Valley Bank, National Association, Charleston,
West Virginia, as registrar (the "Registrar”) by the registered owner,
or by its attorney duly authorized in writing, upon the surrender of
this Bond together with a written instrument of transfer satisfactory
to the Bond Registrar duly executed by the registered owner or its
attorney duly authorized in writing.

Subject to the registration requirements as 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,
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All money received from the sale of this Bond, after
reimbursement and repayment of all amounts advanced for preliminary
expenses as provided by law, shall be applied solely to the payment
of the Costs of the Project described in the Bond legislation, and
there shall be and hereby 1is created and granted a lien upon such
moneys, until so applied, in favor of the registered owner of the
Bonds, which lien 1is subordinate te the lien in favoer of the
registered owner of the Series 1990 A Bonds.

IT IS HERERY 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 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, resclutions 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 1if
written fully herein.

IN WITNESS WHEREOF, BERKELEY COUNTY PUBLIC SERVICE SEWER
DISTRICT has caused this Bond to be signed by its Chairman and {ts
corporate seal to be hereunto affixed and attested by its Secretary,

and has caused this Bond to be dated , 19
[SEAL]
Chalirman
ATTEST:
Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1990 B Bonds described in
the within-mentioned Bond Legislation and has been duly registered in
the name of the registered owner set forth above, as of the date set
forth below.

Date:

ONE VALLEY BANK, NATIONAL ASSOCIATION,
as Reglstrar

By
Its Authorized Officer
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EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE
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(Form of)

ASSIGNMENT

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

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

Dated: ,

In the presence of:
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Section 3.10. Sale of Original Bonds; Approval and
Ragtification of Execution of Loan Agreement with Authority. The
Original Bonds shall be sold to the Authority, pursuant to the terms
and conditions of the Loan Agreement, If not so authorized by
previous resolution, the Chairman is specifically authorized and
directed to execute the Loan Agreement in the form attached hereto as
"Exhibit A” and made a part hereof, and the Secretary is directed to
affix the seal of the Issuer, attest the same and deliver the Loan
Agreement to the Authority, and any such prior execution and delivery
is hereby authorized, approved ratified and confirmed.

Section 3,11. “"Amended Schedule A" Filing; Tender of Series
1990 B Bonds. Upon completion of acquisition and construction of the
Project, the Issuer will file with the Authority a schedule in
substantially the form of the ~"Amended Schedule A" to the Loan
Agreement, setting forth the actual costs of the Project and sources
of funds therefor. In the event such schedule reflects an excess of
funding for the Project, or if the Authority is otherwise advised of
an excess, the Authority may tender the Series 1990 B Bonds to the
Issuer for payment in an amount equal to such excess. Notwithstanding
- the foregoing, if the Issuer has Notes outstanding upon completion of
“acquisition and construction of the Project, it will advise the
Authority of such fact and submit a second schedule to the Authority
upon payment of such Notes, and the Authority will not tender its
Series 1990 B Bonds for payment until the outstanding Notes have been
paid,
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ARTICLE 1V

INTERIM CONSTRUCTION FINANCING

Section 4.01. Authorization and General Terms. In order
to pay certain Costs of the Project pending receipt of the Grant
Receipts or Iissuance of the Bonds, the Issuer may issue and sell its
Notes in an aggregate principal amount not to exceed $1,500,000. The
Notes may be in the form of bond anticipation notes, grant
anticipation notes and/or as evidence of a line of credit from a
commercial bank or other lender, or any combination of the foregoing,
at the discretion of the Issuer, and as shall be set forth in a
resolution supplemental hereto. The Notes shall bear interest from
the date or dates, at such rate or rates, payable on such dates and
shall mature on such date or dates and be subject to such prepayment
or redemption, all as provided in the Indenture and/or supplemental
resolution, as applicable.

Section 4,02. Terms of and Security for Notes:; Trust
Indenture. The Notes, if issued, shall be issued in fully registered
form, in the denominations, with such terms and secured in the manner
set forth in the Indenture, if applicable (which Indenture in the form
to be executed and delivered by the Issuer shall be approved by a
supplemental resolution), or supplemental resolution, if no Indenture
is used.

Section 4,03, Notes are Special Obligations. The HNotes
shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Bonds or the Net Revenues (if
issued in the form of bond anticipation notes) or the Grant Receipts,
the Surplus Revenues, the letter of credit proceeds and other sources
described in the Indenture or supplemental resolution (if issued in
the form of grant anticipation notes or a line of credit). The Notes
do not and shall not constitute an indebtedness of the Issuer within
the meaning of any constitutional or statutory provisions. The
general funds of the Issuer are not liable, and neither the full faith
and credit nor the taxing power, if any, of the Issuer is pledged for
the payment of the Notes. The Holders of the Notes shall never have
the right to compel the forfeiture of any property of the Issuer. The
Notes shall not be a debt of the Issuer, nor a legal or equitable
pledge, charge, lien or encumbrance upon any property of the Issuer
or upon any of its income, receipts or revenues except as set forth
in the Indenture and the Supplemental Resolution.

Section 4.04. Letters of Credit. As additional security

for any Notes, the Issuer may obtain a letter or letters of credit
from a bank or banks, pursuant to which such bank or banks would agree
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to pay to the Trustee, upon presentation by the Trustee of certain
certificates, the sum or sums set forth therein but not to exceed
$500,000 in the aggregate. In the event of a draw under any such
letter of credit, the Issuer shall issue its refunding notes to the
bank issuing such letter of credit. Any such letter or letters of
credit shall be authorized and shall have such terms as shall be set
forth in a resolution supplemental hereto.
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ARTICLE N

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

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

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

(2) Operation and Maintenance Fund (established by the
Prior Resolution);

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

(4) Bond Construction Trust Fund; and

{3) Rebate Fund.

. Establishment of Funds and Accounts with
Commissjion. The following special funds or accounts are hereby
created (or continued if previously established by the Prior
Resolution) with the Commission:

(1) The Sinking Funds established for the Prior Bonds,
including the reserve accounts, if any, established therein
(established by the Prior Resolution and therein called the
“Series 1986 A Bonds Sinking Fund,” the "Series 1986 B Bonds
Sinking Fund,” the ~Series 1986 C Bonds Sinking Fund,”
respectively, and herein collectively called the "Prior
Bonds Sinking Fund”).

(2) Series 1990 A Bonds Sinking Fund;

(a) Within the Series 1990 A Bonds Sinking
Fund, the Series 1990 A Bonds Reserve Account,

{3) Series 1990 B Bonds Sinking Fund;

{(a) Within the Series 1990 B Bonds Sinking
Fund, the Series 1990 B Bonds Reserve Account,
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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.

(1) The Issuer shall first each month transfer from
the Revenue Fund to the Operation and Maintenance Fund the
amount necessary and sufficlent to pay current Operating
Expenses.

(2) The Issuer shall next on the first day of each
month, transfer from the Revenue Fund and pay to the
Commission the amounts required by the Prior Resolution to
be deposited in the Prior Bonds Sinking Fund for payment of
the principal of and interest on the 1986 A Bonds and 1986 €
Bonds and commencing 7 months prior to the first date of
payment of interest on the Series 1990 A Bonds for which
interest has not been capitalized, apportion and set apart
out of the Revenue Fund and remit to the Commission, for
deposit in the Series 1990 A Bonds Sinking Fund, a sum equal
to 1/6th of the amount of interest which will become due on
said Series 1990 A Bonds on the next ensuing semiannual
interest payment date; provided, that, in the event the
period to elapse between the date of such initial deposit
in the Series 1990 A Bonds Sinking Fund and the next
semlannual interest payment date is less than 7 months, then
such monthly payments shall be increased proportionately to
provide, one month prior to the next semiannual interest
payment date, the required amount of interest coming due on
such date, and (ii) on the first day of each month,
commencing 13 months prior to the first date of payment of
principal on the Series 1990 A Bonds, apportion and set
apart out of the Revenue Fund and remit to the Commission
for deposit in the Series 1990 A Bonds Sinking Fund, a sum
equal to 1/12th of the amount of principal which will mature
and become due on said Series 1990 A Bonds on the next
ensuing principal payment date; provided that, in the event
the period to elapse between the date of such initial
deposit in the Series 1990 A Bonds Sinking Fund and the next
annual principal payment date is less than 13 months then
such monthly payments shall be increased proportionately to
provide, one month prior to the next annual principal
payment date, the required amount of principal coming due
on such date.
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(3) The Issuer shall next, transfer from the Revenue
Fund and pay to the Commission the amounts required by the
Prior Resolution to be deposited in the reserve account
established therein for the 1986 A Bonds and on the first
day of each month, commencing 13 months prior to the first
date of payment of principal of the Series 1990 A Bonds, if
not fully funded upon issuance of the Series 1990 A Bonds,
apportion and set apart out of the Revenue Fund and remit
to the Commission for deposit in the Series 1990 A Bonds
Reserve Account, an amount equal to 1/120 of the
Series 1990 A Bonds Reserve Requirement; provided, that no
further payments shall be made into the Series 1990 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 1990 A Bonds Reserve
Requirement.

Y] The Issuer shall next, from the moneys remaining
in the Revenue Fund, on the first day of each month,
transfer to the Renewal and Replacement Fund, a sum equal
to 2 1/2% of the Gross Revenues each month, exclusive of any
payments for account of any Reserve Account. All funds in
the Renewal and Replacement Fund shall be kept apart from
all other funds of the Issuer or of the Depository Bank and
shall be 1invested and reinvested 1in accordance with
Article VIII hereof. Withdrawals and disbursements may be
made from the Renewal and Replacement Fund for replacements,
emergency repairs, improvements or extensions to the System;
provided, that any deficiencies in the reserves established
with respect to the Prior Bonds the Series 1990 A Bonds
Reserve Account or the Series 1990 B Bonds 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.

(5) The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund and pay to the
Commission the amounts required by the Prior Resolution to
be deposited in the Prior Bonds Sinking Fund for payment of
principal of and interest on the 1986 B Bonds, and
commencing 13 months prior to the first date of payment of
principal on the Series 1990 B Bonds, appertion and set
apart out of the Revenue Fund and remit to the Commission
for depeosit in the Serles 1990 B Bonds Sinking Fund, a sum
equal to 1/12th of the amount of principal which will mature
and become due on said Series 1990 B Bonds on the next
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ensuing principal payment date; provided that, in the event
the period to elapse between the date of such initial
deposit in the Series 1990 B Bonds Sinking Fund and the next
annual principal payment date is less than 13 months then
such monthly payments shall be increased proportionately to
provide, one month prior to the next annual principal
payment date, the required amount of principal coming due
on such date.

(6) The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund to the Commission the
amounts required by the Prior Resolution to be deposited in
the reserve account established therein for the 1986 B
Bonds, and commencing 13 months prior to the first date of
payment of principal of the Series 1990 B Bonds, if not
fully funded upon issuance of the Series 1990 B Bonds,
apportion and set apart out of the Revenue Fund and remit
to the Commission for deposit in the Series 1990 B Bonds
Reserve Account, an amount equal to 1/120 of the
Series 1990 B Bonds Reserve Requirement; provided, that no
further payments shall be made into the Series 1990 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 1990 B Bonds Reserve
Requirement.

Moneys in the Series 1990 A Bonds Sinking Fund and the
Series 1990 B Bonds Sinking Fund shall be used only for the
purposes of paying principal of and interest, if any, on the
respective series of Bonds as the same shall become due.
Moneys {n the Series 1990 A Bonds Reserve Account and the
Series 1990 B Bonds Reserve Account shall be used only for
the purpose of paying principal of and interest, if any, on
the respective series of Bonds, as the same shall come due,
when other moneys in the attendant Sinking Fund are
insufficient therefor, and for no other purpose except for
permitted transfers to the Rebate Fund.

Except to the extent transferred to the Rebate Fund at
the request of the Issuer, all investment earnings on moneys
in the several Sinking Funds and Reserve Accounts shall be
returned, not less than once each year, by the Commission
to the Issuer, and such amounts shall, during construction
of the Project, be deposited in the Bond 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 payments, if
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any, due on the respective series of Bonds, and then to the
next ensuing principal payments due thereon.

Except with respect to transfers to the Rebate Fund,
any withdrawals from the Series 1990 A Bonds Reserve Account
which result In a reduction 1in the balance of the
Series 1990 A Bonds Reserve Account to below the
Series 1990 A Bonds Reserve Requirement shall be
subsequently restored from the first Net Revenues available
after all required payments have been made in full, first,
to the Prior Bonds Sinking Fund for payment of debt service
on the Prior Bonds and next, to the Serles 1990 A Bonds
Sinking Fund for payment of debt service on the
Series 1990 A Bonds.

Except with respect to transfers to the Rebate Fund,
any withdrawals from the Series 1990 B Bonds Reserve Account
which result in a reduction in the balance of the
Series 1990 B Bonds Reserve Account to below the
Serles 1990 B Bonds Reserve Requirement shall be
subsequently restored from the first Net Revenues available
after all required payments to the Prior Bonds Sinking Fund,
the Series 1990 A Bonds Sinking Fund, the Series 1990 A
Bonds Reserve Account, the Depreciation Fund, the Renewal
and Replacement Fund and the Series 1990 B Bonds Sinking
Fund have been made in full.

As and when additional Bonds ranking on a parity with
the Bonds are issued, provision shall be made for additional
payments into the respective Sinking Fund sufficient to pay
the interest on such additional parity Bonds and accomplish
retirement thereof at maturity and to accumulate a balance
in the appropriate Reserve Account in an amount equal to the
maximum provided and required to be paid into the
concomitant Sinking Fund in any year for account of the
Bonds of such series, including such additional Bonds which
by their terms are payable from such Sinking Fund.

The Issuer shall not be required to make any further
payments into the Series 1990 A Bonds Sinking Fund, or the
Series 1990 B Bonds Sinking Fund or into the Reserve
Accounts therein when the aggregate amount of funds in said
respective Sinking Funds and Reserve Accounts are at least
equal to the aggregate principal amount of the respective
Bonds issued pursuant to this Bond Legislation then
Outstanding and all interest to accrue until the respective
maturities thereof.
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Principal and interest payments, and any payments made
for the purpose of funding a deficiency in any Reserve
Account, shall be made pro-rata, with respect to the
Series 1986 A, Series 1986 C and Series 1990 Bonds in
accordance with the respective principal amounts then
Outstanding, and thereafter shall be made pro-rata, with
respect to the Series 1986 B and Serles 1990 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 Sinking Funds created
hereunder, and all amounts required for said Sinking Funds
shall be remitted to the Commission from the Revenue Fund
by the Issuer at the times provided herein.

The payments into the Sinking Funds shall be made on
the first day of each month, except that when the first day
of any month shall be a Sunday or legal holiday then such
payments shall be made on the next succeeding business day,
and all such payments shall be remitted to the Commission
with appropriate instructions as te the custody, use and
application thereof consistent with the provisions of this
Bond Legislation.

Moneys in the Reserve Accounts shall be invested and
reinvested by the Commission in accordance with Section 8.01
hereof. :

Except with respect to transfers to the Rebate Fund,
the Sinking Funds, including the Reserve Accounts therein,
shall be used solely and only for, and are hereby pledged
for, the purpose of servicing the respective Bonds and any
additional Bonds ranking on a parity therewith that may be
issued and Outstanding under the conditions and restrictions
hereinafter set forth.

B. Whenever all of the required and provided transfers
and payments from the Revenue Fund into the several special funds, as
hereinbefore provided, are current and there remains in sald Revenue
Fund a balance in excess of the estimated amounts required to be so
transferred and paid into the Sinking Funds, including the Reserve
Accounts therein, the Sinking Fund established for the Prior Bonds and
the Renewal and Replacement Fund during the following month or such
other period as required by law, such excess shall be considered
Surplus Revenues. Surplus Revenues may be used for any lawful purpose
of the System, including, but not limited to, payment to the Trustee
for deposit in the Notes Debt Service Fund.
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C. The Issuer shall remit from the Revenue Fund to the
Commission, the Registrar, the Paying Agent or the Depository Bank,
on such dates as the Commission, the Registrar, the Paying Agent or
the Depository Bank, as the case may be, shall require, such
additional sums as shall be necessary to pay the Depository Bank's
charges and the Paying Agent fees then due.

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

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

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

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

H. All Tap Fees shall be deposited by the Issuer, as
received, in the Bond Construction Trust Fund, and following
completion of the Project, shall be deposited in the Revenue Fund and
may be used for any lawful purpose of the System, provided that, in
the event Notes are issued, Tap Fees may, with the written consent of
the Authority be deposited otherwise.
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ARTICLE VI

BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS

Section 6,01. Application of Bond Proceeds; Pledge of
Unexpended Bond Proceeds. From the moneys received from the sale of

any or all of the Original Bonds, the following amounts shall be first
deducted and deposited in the order set forth below:

A. From the proceeds of the Series 1990 A Bonds, there
shall first be deposited with the Commission in the Series 1990 A
Bonds Sinking Fund, the amount, if any, specified in the Supplemental
Resolution as capitalized interest; provided, that such amount may not
exceed the amount necessary to pay interest on the Series 1990 A Bonds
for the period commencing on the date of issuance of the Bonds and
ending 6 months after the estimated date of completion of construction
of the Project.

B. Next, from the proceeds of the Series 1990 A Bonds,
there shall be deposited with the Commission in the Series 1990 A
" Bonds Reserve Account and from the proceeds of the Series 1990 B
Bonds, there shall be deposited with the Commission 1in the
Series 1990 B Reserve Account the respective sums, if any, set forth
in the Supplemental Resolution for funding of the Reserve Accounts,

c. Next, from the proceeds of the Series 1990 A Bonds,
there shall first be credited to the Bond Construction Trust Fund and
then paid, any and all borrowings by the Issuer made for the purpose
of temporarily financing a portion of the Costs of the Project,
including interest accrued thereon to the date of such payment, not
otherwise paid from funds of the Issuer.

D. The remaining moneys derived from the sale of the Bonds
shall be deposited with the Depository Bank in the Bond Construction
Trust Fund and applied sclely to payment of Costs of the Project in
the manner set forth in Section 6.02.

E. The Depository Bank shall act as a trustee and
fiduciary for the Bondholder with respect to the Bond Construction
Trust Fund and shall comply with all requirements with respect to the
disposition of the Bond Construction Trust Fund set forth in the Bond
Legislation. Except with respect to any transfers to the Rebate Fund,
moneys in the Bond Construction Trust Fund shall be used solely to pay
Costs of the Project and until so transferred or expended, are hereby
pledged as additional security for the Series 1990 A Bonds, and
thereafter for the Series 1990 B Bonds. In the event that Notes are
issued, the disposition of funds in the Bonds Construction Trust Fund
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may be modified from that set forth herein, with the written consent
of the Authority,

Section $.02. Disbursements From the Bond Construction
Trust Fund. Payments for Costs of the Project shall be made monthly,

Except as provided in Section 6.01 hereof, disbursements
from the Bond Construction Trust Fund (except for the costs of
issuance of the Original Bonds which shall be made upon request of
the Issuer), shall be made only after submission to the Depository
Bank of a certificate, signed by an Authorized Officer and the
Consulting Engineers, stating:

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

(B) That 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} That each of such costs has been otherwise
properly incurred; and

(D) That payment for each of the items proposed is
then due and owing,

In case any contract provides for the retention of a portion
of the contract price, the Depository Bank shall disburse from the
Bond Construction Trust Fund only the net amount remaining after
deduction of any such portion. All payments made from the Bond
Construction Trust Fund shall be presumed by the Depository Bank to
be made for the purposes set forth in said certificate, and the
Depository Bank shall not be required to monitor the application of
disbursements from the Bond Construction Trust Fund. The Consulting
Engineers shall from time to time file with the Depository Bank
written statements advising the Depository Bank of its then authorized
representative.

Pending such application, moneys in the Bond Construction
Trust Fund, including any accounts therein, shall be invested and
reinvested in Qualified Investments at the written direction of the
Issuer.

After completion of the Project, as certified by the
Consulting Engineers, the Depository Bank shall transfer any moneys
remaining in the Bond Construction Trust Fund to the Series 1990 A
Bonds Reserve Account, and when fully funded to the Series 1990 B
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Bonds Reserve Account, and when both Reserve Accounts are fully
funded, shall return such remaining moneys to the Issuer for deposit
in the Revenue Fund. The Issuer shall thereafter, apply such moneys
in full, first teo the next ensuing interest payments, if any, due on
the respective series of Bonds and thereafter to the next ensuing
principal payments due thereon. Notwithstanding the foregoing, if
the Authority tenders any of its Series 1990 B Bonds to the Issuer
pursuant to the provisions of the Supplemental Loan Agreement, such
moneys shall be applied to the purchase of such Series 1990 B Bonds.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.0]. General Covenants of the Issuer. All the
covenants, agreements and provisions of this Bond Legislation shall
be and constitute wvalid and legally binding covenants of the Issuer
and shall be enforceable in any court of competent jurisdiction by
any Holder or Holders of the Bonds. In addition to the other
covenants, agreements and provisions of this Bond Legislation, the
Issuer hereby covenants and agrees with the Holders of the 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 said Bonds or the interest thereon is
Qutstanding and unpaid.

Until the payment in full of the principal of and interest
on the Notes when due, and to the extent they do not materially
adversely affect Bondholders, the covenants, agreements and provisions
contained in this Bond Legislation shall, where applicable, also inure
to the benefit of the Holders of the Notes and the Trustee therefor
and constitute valid and legally binding covenants of the Issuer,
enforceable in any court of competent jurisdiction by the Trustee or
any Holder or Holders of sald Notes as prescribed in the Indenture;
provided, that Section 7.09 shall not be applied to the Grant
Anticipation Notes.

Isgsuer. Neither the Bonds nor the Notes shall be or constitute an
indebtedness of the Issuer within the meaning of any constitutional,
statutory or charter limitation of indebtedness, but shall be payable
solely from the funds pledged for such payment by this Bond
Legislation. No Holder or Holders of any Bonds or Notes, shall ever
have the right to compel the exercise of the taxing power of the
Issuer to pay sald Bonds or Notes or the interest thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues; Lien
Pogsjitionsg with Respect to Prior Bonds. The payment of the debt

service of the Series 1990 A Bonds issued hereunder shall be secured
forthwith equally and ratably by a lien on the Net Revenues derived
from the operation of the System, on parity with the lien on said Net
Revenues in favor of the Holders of the Series 1986 A Bonds and
Series 1986 C Bonds, and senior and prior to the lien on said Net
Revenues in favor of the Holders of the Series 1986 B Bonds and the
Series 1990 B Bonds. Payment of the debt service of the Series 1930 B
Bonds issued hereunder shall be secured forthwith equally and ratably
by a lien on said Net Revenues, on parity with the lien on said Net
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Revenues in favor of the Holders of the Series 1986 B Bonds and junior
and subordinate to the lien on said Net Revenues in favor of the
Holders of the Series 1986 A Bonds, Series 1986 C Bonds and the
Series 1990 A Bonds. The Revenues derived from the System, in an
amount sufficient to pay the principal of and interest on the Prior
Bonds and the Bonds and to make the payments into the Sinking Funds,
including the Reserve Accounts therein, and all other payments
provided for in the Bond Legislation are hereby irrevocably pledged,
in the manner provided herein, to the payment of the principal of and
interest on the Bonds as the same become due, and for the other
purposes provided in the Bond Legislation,

Section 7.04. Initial Schedule of Rates and Charges. The

initial schedule of rates and charges for the services and facilities
of the System shall be as set forth and approved and described in the
Order of the Public Service Commission of West Virginia entered
September 15, 1989, (Case No. 88-579-5-CN), and such rates are hereby
adopted.

Section 7,05. Sale of the System. Except as otherwise
required by law, 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 pay
fully all the Bonds and Notes, if any, Outstanding, or to effectively
defease this Bond Legislation in accordance with Section 10.01 hereof
and, if entered into and not previously defeased, the Indenture in
accordance with Section 8.01 therecf. The proceeds from any such
sale, mortgage, lease or other disposition of the System shall, with
respect to the Bonds, immediately be remitted to the Commission for
deposit in the Sinking Funds, and, with the written permission of the
Authority, or in the event the Authority is no longer a Bondholder,
the Issuer shall direct the Commission to apply such proceeds to the
payment of principal at maturity of and interest on the Bonds. Any
balance remaining after the payment of all the Bonds and interest
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. With respect to the Notes, such
proceeds in an amount sufficient to pay the Notes in full shall be
applied to the payment of the Notes, either at maturity or, if
allowable under the Supplemental Resolution or Indenture, prior
thereto.

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 thereef. Prior to any such
sale, lease or other disposition of such property, if the amount to
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be received therefor, together with all other amounts received during
the same Fiscal Year for such sales, leases or other dispositions of
such properties, is not in excess of $10,000, the Issuer shall, by
resolution, determine that such property comprising a part of the
System is no longer necessary, useful or profitable in the operation
thereof and may then provide for the sale of such property. The
proceeds of any such sale shall be deposited in the Renewal and
Replacement Fund. If the amount to be received from such sale, lease
or other disposition of said property, together with all other amounts
received during the same Fiscal Year for such sales, leases or other
dispositions of such properties, shall be in excess of $10,000 but not
in excess of $50,000, the Issuer shall first, determine upon
consultation with the Consulting Engineers that such property
comprising a part of the System 1Is no longer necessary, useful or
profitable in the operation thereof and may then, if it be so advised,
by resolution duly adopted, authorize such sale, lease or other
disposition of such property upon public bidding. The proceeds
derived from any such sale, lease or other disposition of such
property, aggregating during such Flscal Year in excess of $10,000 and
not in excess of $50,000, shall with the written consent of the
Authority, be remitted by the Issuer to the Commission for deposit in
"the Sinking Fund and shall be applied only to the purchase of Bonds
of the last maturities then Outstanding at prices not greater than the
par value thereof plus 3% of such par value or otherwise. Such
payment of such proceeds into the Sinking Fund or the Renewal and
Replacement Fund shall not reduce the amounts required to be paid into
said funds by other provisions of this Bond Legislation. No sale,
lease or other disposition of the properties of the System shall be
made by the Issuer if the proceeds to be derived therefrom, together
with all other amounts received during the same Fiscal Year for such
sales, leases, or other dispositions of such properties, shall be in
excess of $50,000 and insufficient to pay all Bonds then Outstanding
without the prior approval and consent in writing of the Holders, or
their duly authorized representatives, of over 50% in amount of the
Bonds then Outstanding and the Consulting Engineers. 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 Qut of

Revenues and General Covepant Against Encumbrances. Except as
provided in this Section 7.06 and in Section 7.07B, the Issuer shall

not issue any obligations whatsoever with a lien on or otherwise
payable from any source of payment pledged originally to the Notes
issued under the Indenture or supplemental resolution prior teo or on
a parity with the lien on behalf of such Notes until such Notes have
been defeased in accordance with the provisions of the Indenture and
the Bond Legislation; and, so long as any of the Bonds are
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Outstanding, the Issuer shall not issue any other obligations
whatsoever payable from the revenues of the System which rank prior
to, or equally, as to lien on and source of and security for payment
from such revenues with the Bonds; provided, however, that additional
Bonds on a parity with the Series 1990 B Bonds onlv may be lssued as
provided for in Section 7.07 hereof. All obligations issued by the
Issuer after the issuance of the Bonds and payable from the revenues
of the System, except such additional parity Bonds, shall contain an
express statement that such obligaticns are junior and subordinate,
as to lien on and source of and security for payment from such
revenues and in all other respects, to the Series 1990 A Bonds and the
Series 1990 B Bonds; provided, that no such subordinate obligations
shall be issued unless all payments required to be made into the
Reserve Accounts and the Renewal and Replacement Fund at the time of
the issuance of such subordinate obligations have been made and are
current.

Except as provided above, the Issuer shall net create, or
cause or permit to be created, any debt, lien, pledge, assignment,
encumbrance or any other charge having priority over or being on a
parity with the lien of the Bonds, and the interest thereon, upon any
‘of the income and revenues of the System pledged for payment of the
Bonds and the interest thereon in this Bond Legislation, or upon the
System or any part thereof.

Section 7.07. Parity Bonds. A. 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.

All Parity Bonds issued hereunder shall be on a parity in
all respects with the Series 1990 B Bonds. No Parity Bonds shall be
issued which shall be payable out of the revenues of the System on a
parity with the Series 1990 A Bonds, unless the Series 1990 B Bonds
are no longer outstanding.

No such Parity Bonds shall be issued except for the purpose
of financing the costs of the construction or acquisition of
extensions, lmprovements or betterments to the System or refunding
one or more series of Bonds 1issued pursuant hereto, or both such
purposes.

No Parity Bonds shall be issued at any time, however, unless
there has been procured and filed with the Secretary a written
statement by the Independent Certified Public Accountants, based upon
the necessary investigation and certification by the Consulting
Engineers, reciting the conclusion that the Net Revenues actually
derived, subject to the adjustments hereinafter provided for, from the
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System during any 12 consecutive months, within the 18 months
immediately preceding the date of the actual issuance of such Parity
Bonds, plus the estimated average increased annual Net Revenues to be
received in each of the 3 succeeding years after the completion of the
lmprovements to be financed by such Parity Bonds, 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 on the
following:

(1) The Prior Bonds and any other obligations
with a lien on the Net Revenues prior to that of the Bonds;

(2) The Bonds then Outstanding;

(3) Any Parity Bonds theretofore issued pursuant
to the provisions contained 1in this Resoclution then
Outstanding; and

(4) 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 a certificate of the Consulting
Engineers, which shall be filed in the office of the Secretary prior
to the issuance of such Parity Bonds.

The Net Revenues actually derived from the System during
the 12-consecutive-month period hereinabove referred to may be
adjusted by adding to such Net Revenues such additional Net Revenues
which would have been received, in the opinion of the Consulting
Engineers and the said Independent Certified Public Accountants, as
stated in a certificate jointly made and signed by the Consulting
Engineers and salid Independent Certified Public Accountants, on
account of increased rates, rentals, fees and charges for the System
adopted by the Issuer, the period for appeal of which has expired
prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such
Parity Bonds, the Issuer shall have entered into written contracts
for the immediate construction or acquisition of such additions,
betterments or improvements, if any, to the System that are to be
financed by such Parity Bonds.
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All covenants and other provisions of this Bond lLegislation
(except as to detalls of such Parity Bonds inconsistent herewith)
shall be for the equal benefit, protection and security of the Holders
of the Bonds and the Holders of any Parity Bonds subsequently issued
from time to time within the limitations of and in compliance with
this section. Bonds issued on a parity, regardless of the time or
times of their issuance, shall rank equally with respect to their lien
on the revenues of the System and their source of and security for
payment from said revenues, without preference of any Bond of one
series over any other Bond of the same series. The Issuer shall
comply fully with all the increased payments into the various funds
and accounts created in this Bond Legislation required for and on
account of such Parity Bonds, in addition to the payments required for
Bonds theretofore issued pursuant to this Bond legislation.

All Parity Bonds shall mature on the day of the years of
maturities, and the semiannual interest thereon shall be payable on
the days of each year, specified in a Supplemental Resolution.

Parity Bonds shall not be deemed to include bonds, notes,
certificates or other obligations subsequently issued, the lien of
"which on the revenues of the System is subject to the prior and
superior liens of the Series 1990 A Bonds and the Series 1990 B 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 1990 A
Bonds or the Series 1990 B Bonds.

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

B. Notwithstanding the foregoing, or any provision of
Section 7.06 to the contrary, additional Bonds may be issued solely
for the purpcse of completing the Project as described in the
application to the Authority submitted as of the date of the Loan
Agreement without regard to the restrictions set forth in this Section
7.07, if there is first obtained by the Issuer the written consent of
the Authority to the issuance of bonds on a parity with the Bonds.

Section 7. 08. Books and Records. The Issuer will keep
books and records of the System, which shall be separate and apart
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from all other books, records and accounts of the Issuer, in which
complete and correct entries shall be made of all transactions
relating to the System, and any Holder of a Bond or Bonds or of a Note
or Notes issued pursuant to this Bond Legislation or the Trustee shall
have the right at all reasonable times to inspect the System and all
parts thereof and all records, accounts and data of the Issuer
relating thereto.

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

The Issuer shall file with the Consulting Engineers, the
Trustee and the Authority, or any other original purchaser of the
Bonds, and shall mail in each year to any Holder or Holders of Bonds
or Notes, as the case may be, requesting the same, an annual report
containing the following:

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

{B) A balance sheet statement showing all deposits in
all the funds and accounts provided for in this Bond
legislation and the Indenture with respect to said Bonds or
Notes, as the case may be, and the status of all said funds
and accounts.

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

The Issuer shall also, at least once a year, cause the
books, records and accounts of the System to be audited by Independent
Certified Public Accountants and shall mail upon request, and make
available generally, the report of said Independent Certified Public
Accountants, or a summary thereof, to any Holder or Holders of Bonds
or Notes, as the case may be, and shall submit said report to the
Trustee and the Authority, or any other original purchaser of the
Bonds. Such audit report submitted to the Authority shall include a
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statement that the Issuer is in compliance with the terms and
provisions of the Loan Agreement and this Bond Legislation.

Sectio 09. Rates. Equitable rates or charges for the
use of and service rendered by the System have been established all
in the manner and form required by law, and copies of such rates and
charges so established will be continuously on file with the
Secretary, which copies will be open to inspection by all interested
parties. The schedule of rates and charges shall at all times be
adequate to produce Gross Revenues from said System sufficient to pay
Operating Expenses and to make the prescribed payments into the funds
created hereunder, Such schedule of rates and charges shall be
changed and readjusted whenever necessary so that the aggregate of the
rates and charges will be sufficient for such purposes. In order to
assure full and continuous performance of this covenant, with a margin
for contingencies and temporary unanticipated reduction in income and
revenues, the Issuer hereby covenants and agrees that the schedule of
rates or charges from time to time in effect shall be sufficient,
together with other revenues of the System (1) to provide for all
reasonable expenses of operation, repair and maintenance 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 Bonds and all other obligations secured by a lien on
or payable from such revenues prior to or on a parity with the Bonds,
including the Prior Bonds; provided that, in the event that amounts
equal to or in excess of the Reserve Requirements are on deposit
respectively in the Reserve Accounts and reserve accounts for
obligations prior to or on a parity with the Bonds (including the
Prior Bonds) are funded at least at the requirement therefor, such
balance each year need only equal at least 110% of the maximum amount
required in any year for payment of principal of and interest on the
Bonds and all other obligations secured by a lien on or payable from
such revenues prior to or on a parity with the Bonds. 1In 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. OQOperating Budget and Audit. 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 expenditures for operation and maintenance of the System
during the succeeding Fiscal Year. No expenditures for the operation
and maintenance of the System shall be made in any Fiscal Year in
excess of the amounts provided therefor in such budget without a
written finding and recommendation by the Consulting Engineers, which
finding and recommendation shall state in detail the purpose of and
necessity for such increased expenditures for the operation and
maintenance of the System, and no such increased expenditures shall
be made wuntil the Issuer shall have approved such finding and
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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 the Consulting Engineers
that such increased expenditures are necessary for the continued
operation of the System. The Issuer shall mail coples of such annual
budget and all resolutions authorizing increased expenditures for
operation and maintenance to the Trustee and the Authority and to any
Holder of any Bonds or Notes, as the case may be, who shall file his
or her address with the Issuer and request in writing that copies of
all such budgets and resolutions be furnished him or her and shall
make available such budgets and all resolutions authorizing increased
expenditures for operation and maintenance of the System at all
reasonable times to the Trustee and to any Holder of any Bonds or
Notes, as the case may be, or anyone acting for and in behalf of such
Holder of any Bonds or Notes, as the case may be.

In addition, the Issuer shall annually cause the records of
the System to be audited by an independent <certified public
accountant, the report of which audit shall be submitted to the
Authority and which audit report shall include a statement that the
Issuer is in compliance with the terms and provisions of this Bond
Legislation and the Loan Agreement,

Section 7,11. 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 7.12. Enforcement of Collections. The Issuer will

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

Whenever any fees, rates, rentals or other charges for the
services and facilities of the System shall remain unpaid for a period
of 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 the rules and regulations of the Public Service Commission
of West Virginia, rates, rentals and other charges, if not paid, when
due, shall become a lien on the premises served by the System. The
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Issuer further covenants and agrees that, it will, to the full extent
permitted by law and the rules and regulations promulgated by the
Public Service Commission of West Virginia, discontinue and shut off
the services of the System and any services and facilities of the
water system, if so owned by the Issuer, to all users of the services
of the System delinquent in payment of charges for the services of the
System and will not restore such services of either system until all
delinquent charges for the services of the System, plus reasonable
interest and penalty charges for the restoration of service, have been
fully paid and shall take all further actions to enforce collections
to the maximum extent permitted by law.

Section 7.13. No Free Sexrvices. The Issuer will not render

or cause to be rendered any free services of any nature by the System,
nor will any preferential rates be established for users of the same
class; and in the event the Issuer, or any department, agency,
instrumentality, officer or employee of the Issuer shall avail itself
or themselves of the facilities or services provided by the System,
or any part thereof, the same rates, fees or charges applicable to
other customers receiving like services under similar circumstances
.shall be charged the Issuer and any such department, agency,
instrumentality, officer or employee. The revenues so received shall
be deemed to be revenues derived from the operation of the System, and
shall be deposited and accounted for in the same manner as other
revenues derived from such operation of the System.

sSection 7.14. Insurance and Construction Bonds. A. .The
Issuer hereby covenants and agrees that so long as any of the Bonds

or the Notes remain Outstanding, the Issuer will, as an Operating
Expense, procure, carry and maintain insurance with a reputable
insurance carrier or carriers as is customarily covered with respect
to works and properties similar to the System. Such insurance shall
initially cover the following risks and be in the following amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS
MISCHIEF AND EXTENDED COVERAGE INSURANCE, on all
above-ground insurable portions of the System in an amount
equal to the actual cost thereof. In time of war the Issuer
will also carry and maintain insurance to the extent
available against the risks and hazards of war. The
proceeds of all such insurance policies shall be placed in
the Renewal and Replacement Fund and used only for the
repairs and restoration of the damaged or destroyed
properties or for the other purposes provided herein for
sald Renewal and Replacement Fund. The Issuer will itself,
or will require each contractor and subcontractor to, obtain
and maintain buillder’s risk insurance (fire and extended
coverage) to protect the Interests of the Issuer, the
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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 $100,000 per occurrence from claims for damage to
property of others which may arise from the operation of the
System, and insurance with the same limits to protect the
Issuer from claims arising out of operation or ownership of
motor vehicles of or for the System,

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

(4) FLOOD INSURANCE, to the extent available at
reasonable cost to the Issuer.

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

B. 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. 1In 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 thelr interests may appear.

Section 7.15. Mandatory Connections. The mandatory use of

the System 1s essential and necessary for the protection and
preservation of the public health, comfort, safety, convenience and
welfare of the inhabitants and residents of, and the economy of, the
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Issuer and in order to assure the rendering harmless of sewage and
water-borne waste matter produced or arising within the territory
served by the System. Accordingly, every owner, tenant or occupant
of any house, dwelling or building located near the System, where
sewage will flow by gravity or be transported by such other methods
approved by the State Department of Health from such house, dwelling
or building into the System, to the extent permitted by the laws of
the State and the rules and regulations of the Public Service
Commission of West Virginia, shall connect with and use the System
and shall cease the use of all other means for the collection,
treatment and disposal of sewage and waste matters from such house,
dwelling or ©building where there 1s such gravity flow or
transportation by such other method approved by the State Department
of Health and such house, dwelling or bullding can be adequately
served by the System, and every such owner, tenant or occupant shall,
after a 30 day notice of the availability of the System, pay the rates
and charges established therefor.

Any such house, dwelling or building from which emanates
sewage or water-borne waste matter and which is not so connected with
the System is hereby declared and found to be a hazard to the health,
"safety, comfort and welfare of the inhabitants of the Issuer and a
public nuisance which shall be abated to the extent permitted by law
and as promptly as possible by proceedings in a court of competent
jurisdiction.

Section 7.16. Completion of Project. The Issuer will
complete the Project and operate and maintain the System in good

condition.

Section 7.17. Tax Covenants. The Issuer hereby further
covenants and agrees as follows:

A. PRIVATE BUSINESS USE LIMITATION. The Issuer shall
assure that (i) not in excess of 10% of the Net Proceeds of the 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 Bonds
during the term thereof is, under the terms of the Bonds or any
underlying arrangement, directly or 1indirectly, secured by any
interest in property used or to be used for a Private Business Use or
in payments in respect of property used or to be used for a Private
Business Use or Is to be derived from payments, whether or not te the
Issuer, in respect of property or borrowed money used or to be used
for a Private Business Use; and (ii) and that, in the event that both
(A) in excess of 5% of the Net Proceeds of the Bonds are used for a
Private Business Use, and (B) an amcunt in excess of 5% of the
principal or 5% of the interest due on the Bonds during the term
thereof 1is, under the terms of the Bonds or any underlying
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arrangement, directly or Indirectly, secured by any interest in
property used or to be used for said Private Business Use or in
payments in respect of property used or to be used for said Private
Business Use or 1s 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 sald 5% of Net
Proceeds of the 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 Bonds are for the purpose of financing more than
one project, a portion of the Project, and shall not exceed the
proceeds used for the governmental use of that portion of the Project
to which such Private Business Use is related, all of the foregoing
to be determined in accordance with the Code.

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

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

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

E. FURTHER ACTIONS. The Issuer will take any and all
actions that may be required of it (including, without limitation,
those deemed necessary by the Authority) so that the interest on the
Original 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 (including, without limitation, those deemed
necessary by the Authority), the result of which would adversely
affect such exclusion,

Section 7,.18. Statutory Mortgage Lien. For the further

protection of the Holders of the Bonds, a statutory mortgage lien upon
the System is granted and created by the Act, which statutory mortgage
lien is hereby recognized and declared to be valid and binding, shall
take effect immediately upon delivery of the Bonds and shall be for
the equal benefit of all Holders of each respective Series of Bonds,
provided however, that the statutory mortgage lien in favor of the
Holders of the Series 1990 A Bonds shall be on parity with the
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statutory mortgage lien in favor of the Holders of the Series 1986 A
Bonds and Series 1986 C Bonds and senior and prior to the statutory
mortgage lien in favor of the Holders of the Series 1986 B Bonds and
Series 1990 B Bonds.

62.



TIC VIII

INVESTMENT OF FUNDS; NON ARBITRAGE

Section 8.0]1. Investments. Any moneys held as a part of
the funds and accounts created by this Bond Legislation or the
Indenture, other than the Revenue Fund, shall be invested and
reinvested by the Commission, the Trustee, if any, 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, and the Indenture, if
any, the need for such moneys for the purposes set forth herein and
in the Indenture, if any, and the specific restrictions and provisions
set forth in this Section 8.0l and in the Indenture.

Except as provided in the Indenture, if any, 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, except as
otherwise provided with respect to the Rebate Fund. 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 1s held in the "Consolidated Fund.” The
Commission, the Trustee, if any, the Depository Bank, or such other
bank or national banking association, as the case may be, shall sell
and reduce to cash a sufficient amount of such investments whenever
the cash balance in any fund or account iIs insufficient to make the
payments required from such fund or account, regardless of the loss
on such liquidatien. The Trustee, if any, the Depository Bank, or
such other bank or national banking association, as the case may be,
may make any and all investments permitted by this section through its
own bond department and shall not be responsible for any losses from
such investments, other than for 1its own negligence or willful
misconduct.

The Trustee, 1if any, and the Depository Bank shall keep
complete and accurate records of all funds, accounts and investments,
and shall distribute to the Issuer, at least once each year {or more
often if reasonably requested by the Issuer), a summary of such funds,
accounts and investment earnings. The Issuer shall retain all such
records and any additional records with respect to such funds,
accounts and investment earnings so long as any of the Bonds are
Outstanding and as long thereafter as necessary to comply with the
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Code and assure the exclusion of interest on the Bonds from gross
income for federal income tax purposes.

Section 8.02. Arbjtrage. The Issuer covenants that (1) it

shall 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 Original Bonds to be *arbitrage bonds” within the meaning of
Section 148 of the Code, and (ii) it will take all actions that may
be required of it (including, without implied limitation, the timely
filing of a Federal information return with respect to the Original
Bonds) so that the interest on the Criginal 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 8,03, Tax Certificate and Rebate. The Issuer shall

deliver a certificate of arblitrage, 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 Original Bonds. In
addition, the Issuer covenants to comply with all Regulations from
.time to time in effect and applicable to the Original 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.
Upon completion of each such annual calculation, unless otherwise
agreed by the Authority, the Issuer shall deposit, or cause to be
deposited, in the Rebate Fund such sums as are necessary to cause the
aggregate amount on deposit in the Rebate Fund to equal the sum
determined to be subject to rebate to the United States, which,
notwithstanding anything herein to the contrary, shall be paid from
investment earnings on the underlying fund or account established
hereunder and on which such rebatable arbitrage was earned or from
other lawfully available sources. Notwithstanding anything herein to
the contrary, the Rebate Fund shall be held free and clear of any lien
or pledge hereunder or under the Indenture, if any, and used only for
payment of rebatable arbitrage to the United States. The Issuer shall
pay, or cause to be paid, to the United States, from the Rebate Fund,
the rebatable arbitrage in accordance with Section 148(f) of the Code
and such Regulations. In the event that there are any amounts
remaining in the Rebate Fund following all such payments required by
the preceding sentence, the Depository Bank shall pay said amounts to
the Issuer to be used for any lawful purpose of the System. The
Issuer shall remit payments to the United States in the time and at
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the address prescribed by the Regulations as the same may be in time
to time in effect with such reports and statements as may be
prescribed by such Regulations. In the event that, for any reason,
amounts in the Rebate Fund are insufficient to make the payments to
the United States which are required, the Issuer shall assure that
such payments are made by the Issuer to the United States, on a timely
basis, from any funds lawfully available therefor. In addition, the
Issuer shall cooperate with the Authority in preparing rebate
calculations and in all other respects in connection with rebates and
hereby consents to the performance of all matters in connection with
such rebates by the Authority at the expense of the Issuer. To the
extent not so performed by the Authority, 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 8.03. The Issuer shall keep and retain, or cause to be kept
and retained, records of the determinations made pursuant to this
Section 8.03 in accordance with the requirements of Section 1l48(f) of
the Code and such Regulations. In the event the Issuer fails to make
- such rebates as required, the Issuer shall pay any and all penalties
and other amounts, from lawfully available sources, and obtain a
walver from the Internal Revenue Service, if necessary, in order to
maintain the exclusion of interest on the Original Bonds from Eross
income for federal income tax purposes.

The Issuer shall submit to the Authority within 15 days
following the end of each Bond Year a certified copy of its rebate
calculation and certificate with respect thereto or, if the Issuer
qualifies for the small governmental issue exception to rebate, or any
other exception therefrom, then the Issuer shall submit to the
Authority a certificate stating that it is exempt from such rebate
provisions and that no event has occurred to its knowledge during the
Bond Year which would make the Original Bonds subject to rebate. The
Issuer shall alse furnish to the Authority, at any time, such
additional Iinformation relating to rebate as may be reasonably
requested by the Authority.
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ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events of Defaylt. A. Each of the following

events shall constitute an ”"Event of Default” with respect to the
Notes:

(1) If default occurs in the due and punctual
payment of the principal of or interest on any Notes; or

(2) 1If default occurs in the Issuer's observance
of any of the covenants, agreements or conditions on its
part relating to the Notes set forth 1in this Bond
Legislation, any supplemental resolution, the Indenture or
in the Notes, and such default shall have continued for a
perlod of 30 days after the Issuer shall have been given
written notice of such default by the Trustee, any other
bank or banking association holding any fund or account
hereunder or a Holder of a Note: or

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

B. Each of the following events shall constitute an "Event
of Default” with respect to the Bonds:

(1) 1f default occurs in the due and punctual
payment of the principal of or interest on any Bonds; or

(2) 1f default occurs in the Issuer’s observance
of any of the covenants, agreements or conditions on its
part relating to the Bonds set forth in this Bond
Legislation, any supplemental resolution or in the Bonds,
and such default shall have continued for a period of
30 days after the Issuer shall have been given written
notice of such default by the Commission, the Depository
Bank, Registrar or any other Paying Agent or a Holder of a
Bond; or

(3) If the Issuer files a petition seeking
reorganization or arrangement under the federal bankruptcy
laws or any other applicable law of the United States of
America.
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Section 9,02, Remedies. Upon the happening and continuance
of any Event of Default, any Reglistered Owner of a Note or Bond, as
the case may be, may exercise any available remedy and bring any
appropriate action, suit or proceeding to enforce his or her rights
and, in particular, (i) bring suit for any unpaid principal or
interest then due, (ii) by mandamus or other appropriate proceeding
enforce all rights of such Registered Owners including the right to
require the Issuer to perform its duties under the Act and the Bond
Legislation relating thereteo, 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 Notes or Bonds, as the case
may be, (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 Notes or Bonds, as the case may be, and
(v) by action or bill in equity enjoin any acts in violation of the
Bond Legislation with respect to the Notes or Bonds, or the rights of
such Registered Owners, provided however, that no remedy herein stated
may be exercised by a Noteholder in a manner which adversely affects
any remedy available to the Bondholders, and provided further, that
all rights and remedies of the Holders of the Series 1990 B Bonds and
. the Series 1986 B Bonds shall be subject to those of the Holders of
the Series 1990 A Bonds, the Series 1986 A Bonds and the Series 1986 C
Bonds.

Sectjon 9.03. Appointment of Receiver. Any Registered
Owner of a Bond, a Bond Anticipation Note or a line of credit

evidenced by a Bond Anticipation Note may, by proper legal action,
compel the performance of the duties of the Issuer under the Bond
Legislation and the Act, including, after commencement of operation
of the System, the making and collection of sufficient rates and
charges for services rendered by the System and segregation of the
revenues therefrom and the application thereof. If there be any Event
of Default with respect to such Bonds, Bond Anticipation Notes or a
line of credit evidenced by a Bond Anticipation Note any Registered
Owner of a Bond shall, in addition to all other remedies or rights,
have the right by appropriate legal proceedings to obtain the
appointment of a receiver to administer the System or to complete the
acquisition and construction of the Project on behalf of the Issuer
with power to charge rates, rentals, fees and other charges sufficient
to provide for the payment of Operating Expenses of the System, the
payment of the Bonds and interest and the deposits into the funds and
accounts hereby established, and to apply such rates, rentals, fees,
charges or other revenues 1n conformity with the provisions of this
Bond Legislation and the Act.

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

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

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

Any receiver appointed as provided herein shall hold and
operate the System in the name of the Issuer and for the joint
protection and benefit of the Issuer and Registered Owners of the
Bonds. Such receiver shall have no power to sell, asgign, mortgage
or otherwise dispose of any assets of any kind or character belonging
or pertaining to the System, but the authority of such receiver shall
be limited to the possession, operation and maintenance of the System
for the sole purpose of the protection of both the Issuer and
Registered Owners of such Bonds and the curing and making good of any
Event of Default with respect thereto under the provisions of this
Bond legislation, and the title to and ownership of 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, assign, mortgage or otherwise dispose of any assets of the
System.
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ARTICLE X

DEFEASANCE

Sectjon 10,01, Defeasance of Series 1990 A Bonds. If the

Issuer shall pay or cause to be paid, or there shall otherwise be
paid, to the respective Holders of all Series 1990 A Bonds, the
principal of and interest due or to become due thereon, at the times
and in the manner stipulated therein and in this Bond Legislation,
then with respect to the Serfes 1990 A Bonds only, the pledge of Net
Revenues and other moneys and securities pledged under this Bond
Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Owners of the Series 1990 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 Original Bonds from gross income for
federal income tax purposes.

Series 1990 A Bonds for the payment of which either moneys
-in an amount which shall be sufficient, or securities the principal
of and the interest on which, when due, will provide moneys which,
together with the moneys, if any, deposited with the Paying Agents at
the same or earlier time, shall be sufficient, to pay as and when due
either at maturity or at the next redemption date, the principal
installments of and interest on such Series 1990 A Bonds shall be
deemed to have been paid within the meaning and with the effect
expressed in the first paragraph of this section. All Series 1990 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 sectlon if there shall have been deposited with the
Commission or its agent, either moneys in an amount which shall be
sufficient, or securities the principal of and the interest on which,
when due, will provide moneys which, together with other moneys, if
any, deposited with the Commission at the same time, shall be
sufficient to pay when due the principal installments of and interest
due and to become due on said Series 1990 A Bonds on and prior to the
next redemption date or the maturity dates thereof. Neither
securities nor moneys deposited with the Commission pursuant to this
section nor principal or interest payments on any such securities
shall be withdrawn or used for any purpose other than, and shall be
held in trust for, the payment of the principal installments of and
interest on said Series 1990 A Bonds; provided, that any cash received
from such principal or interest payments on such securities deposited
with the Commission or its agent, if not then needed for such purpose,
shall, to the extent practicable, be reinvested in securities maturing
at times and in amounts sufficient to pay when due the principal
installments of and interest to become due on said Bonds on and prior
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to the next redemption date or the maturity dates thereof, and
interest earned from such reinvestments shall be paid over to the
Issuer as received by the Commission or {its agent, free and clear of
any trust, lien or pledge. For the purpose of this section,
securities shall mean and include only Government Obligations.

Section 10.02, Defeasance of Series 1990 B Bonds. 1If the

Issuer shall pay or cause to be pald, or there shall otherwise be
paid, to the respective Holders of all Series 1990 B Bonds, the
principal due or to become due thereon, at the times and in the manner
stipulated therein and in this Bond Legislation, then with respect to
th eries 90 onds only, the pledge of Net Revenues and other
moneys and securities pledged under this Bond Legislation and all
coveénants, agreements and other obligations of the Issuer to the
Registered Owners of the Series 1990 B 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
Original Bonds from gross income for federal income tax purposes,

Series 1990 B Bonds for the payment of which either moneys
.1n an amount which shall be sufficlent, or securities the principal
of and the interest on which, when due, will provide moneys which,
together with the moneys, if any, deposited with the Paying Agents at
the same or earlier time, shall be sufficient, to pay as and when due
either at maturity or at the next redemption date the principal
installments of such Series 1990 B Bonds shall be deemed to have been
paid within the meaning and with the effect expressed in the first
paragraph of this section. All Series 1990 B Bonds shall, prior to
the maturity thereof, be deemed to have been paid within the meaning
and with the effect expressed in the first paragraph of this section
if there shall have been deposited with the Commission or its agent,
either moneys in an amount which shall be sufficient, or securities
the principal of and the interest on which, when due, will provide
moneys which, together with other moneys, 1f any, deposited with the
Commission at the same time, shall be sufficient to pay when due the
principal installments of said Series 1990 B Bonds on and prior to the
next redemption date or the maturity dates thereof, Neither
securities nor moneys deposited with the Commission pursuant to this
section nor principal or interest payments on any such securities
shall be withdrawn or used for any purpose other than, and shall be
held in trust for, the payment of the principal installments of said
Series 1990 B Bonds; provided, that any cash received from such
Principal or interest payments on such securities deposited with the
Commission or its agent, if not then needed for such purpose, shall,
to the extent practicable, be reinvested in securities maturing at
times and in amounts sufficient to pay when due the principal
installments of said Bonds on and prior to the next redemption date
or the maturity dates thereof, and interest earned from such
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reinvestments shall be paid over to the Issuer as received by the
Commission or its agent, free and clear of any trusct, lien or pledge.
For the purpose of this section, securities shall mean and include
only Government Obligations.

Section 10.03, Defeasance of Notes. If the Issuer shall

pay or cause to be paid, or there shall otherwise be paid, to the
respective Holders of any series of Notes, the principal of and
interest due or to become due thereon, at the times and in the manner
set forth in the Indenture, then with respect to such Notes only, this
Bond Legislation, the Indenture, if any, and the pledges of Grant
Receipts and other moneys and securities pledged thereby, and all
covenants, agreements and other obligations of the Issuer to the
Holders of the Notes 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 Notes from gross income for
federal income tax purposes.
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ARTICLE XI
MISCELLANEOQUS

Section 11.0]1. Amendment or Modification of Bond
Legislation. No material modification or amendment of this Bond

Legislation, or of any resolution amendatory or supplemental hereto,
that would materially and adversely affect the respective rights of
Registered Owners of the Notes or Bonds shall be made without the
consent in writing of the Registered Owners of 66-2/3% or more in
principal amount of the Notes, the Series 1990 A Bonds or the
Series 1990 B Bonds so affected and then Outstanding; provided, that
no change shall be made in the maturity of any Bond or Bonds or any
Note or Notes or the rate of interest thereon, or in the principal
amount thereof, or affecting the unconditional promise of the Issuer
to pay such principal and interest out of the funds herein
respectively pledged therefor without the consent of the respective
Registered Owner thereof. No amendment or modification shall be made
that would reduce the percentage of the principal amount of Bonds or
-Notes respectively, 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 or
Noteholder 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
on the Original Bonds and the Notes from gross income of the holders

thereof.
Section 11.02, Bond Legislation Constitutes Contract. The

provisions of the Bond Legislation shall constitute a contract between
the Issuer and the Registered Owners of the Bonds and Notes, and no
change, variation or alteration of any kind of the provisions of the
Bond Legislation shall be made in any manner, except as in this Bond
Legislation provided.

Section 11,03, Severability of Invalid Provisions. If any

section, paragraph, clause or provision of this Resolution should be
held invalid by any court of competent jurisdiction, the Invalidity
of such section, paragraph, clause or provision shall not affect any
of the remaining provisions of this Resolution, the Supplemental
Resolution, the Indenture, if any, the Bonds or the Notes, if any.

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.
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section 11,05, Conflicting Provisjons Repealed. All orders

or resolutions and or parts thereof in conflict with the provisions
of this Resolution are, to the extent of such conflict, hereby
repealed, provided that, in the event of any conflict between this
Resolution and the Prior Resolution, the Prior Resolution shall
control (unless less restrictive), so long as the Prior Bonds or any
portion thereof are Outstanding.

Section 11.06. Covenant of Due Procedure, Etc. The Issuer

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

Section 11.07. Public Notice of Proposed Financing. Prior

+to making formal application to the Public Service Commission of
West Virginia for a Certificate of Convenience and Necessity and
adoption of this Resolution, the Secretary of the Governing Body shall
have caused to be published in a newspaper of general circulation in
each municipality in Berkeley County Public Service Sewer District and
within the boundaries of the District, a Class Il legal advertisement
stating: ’

(a) The respective maximum amounts of the
Bonds and Notes to be issued;

(b) The respective maximum interest rates
and terms of the Bonds and the Notes originally
authorized hereby;

(¢) The public service properties to be
acquired or constructed and the cost of the same;

(d) The maximum anticipated rates which will
be charged by the Issuer; and

(e) The date that the formal application for
a Certificace of Convenience and Necessity is to
be filed with the Public Service Commission of
West Virginia.

Section 11.08 Consent to Issuance of Series 1990 A Bonds
on Parjty with Series 1986 A and Series 1986 C Bonds. The Issuer has
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received the written consent of the holders of the Series 1986 A and
Series 1986 C Bonds for issuance of the Series 1990 A Bonds on a

parity therewith.

Section 11.09. Effective Date. This Resolution shall take

effect immediately upon adoption.

Adopted this 30th day of April, 1990.

[ g Cuvnet/

Chalirman, Public Service Board

Member, Public Service Board
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the
Public Service Board of BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT
on the 30th day of April, 1990.

Dated: May 3, 1990

[SEAL]

05,/01,/90
BCPSSDJ.A3
06774/89001
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BERKELEY CQUNTY PUBLIC SERVICE SEWER DISTRICT

Sewer Revenue Bonds,
Series 1990 A and Series 1990 B

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO PRINCIPAL
AMOUNTS, DATES, MATURITIES, INTEREST RATES,
PRINCIPAL PAYMENT SCHEDULES, SALE PRICES AND OTHER
TERMS OF THE SEWER REVENUE BONDS, SERIES 1990 A
AND SERIES 1990 B OF BERKELEY COUNTY PUBLIC
SERVICE SEWER DISTRICT; AUTHORIZING AND APPROVING
A LOAN AGREEMENT AND SUPPLEMENTAL LOAN AGREEMENT
RELATING TO SUCH BONDS AND THE SALE AND DELIVERY
OF SUCH BONDS TO WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY; DESIGNATING A REGISTRAR, PAYING AGENT
AND DEPOSITORY BANK; AND MAKING OTHER PROVISIONS
AS TO THE BONDS.

WHEREAS, the Public Service Board (the "Governing Body”) of

Berkeley County Public Service Sewer District (the "Issuer”), has duly

and officially adopted a bond and notes resolution, effective
April 30, 1990 (the "Bond and Notes Resolution” or the "Resolution”)
entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF ADDITIONS, BETTERMENTS AND
IMPROVEMENTS FOR THE EXISTING PUBLIC SEWERAGE
FACILITIES OF BERKELEY COUNTY PUBLIC SERVICE SEWER
DISTRICT AND THE FINANCING OF THE COST, NOT
OTHERWISE PROVIDED, THEREOF THROUGH THE ISSUANCE
BY THE DISTRICT OF NOT MORE THAN $1,000,000 IN
AGGREGATE PRINCIPAL AMOUNT OF SEWER REVENUE BONDS,
SERIES 1990 A, NOT MORE THAN $300,000 IN AGGREGATE
PRINCIPAL AMOUNT OF SEWER REVENUE BONDS,
SERIES 1990 B, AND NOT MORE THAN $1,500,000
INTERIM CONSTRUCTION FINANCING, CONSISTING OF BOND
ANTICIPATION NOTES, GRANT ANTICIPATION NOTES OR
A LINE OF CREDIT EVIDENCED BY NOTES, OR ANY
COMBINATION OF THE FOREGOING; PROVIDING FOR THE
RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS AND NOTES:
AUTHORIZING EXECUTION AND DELIVERY OF A TRUST
INDENTURE SECURING THE  NOTES; APPROVING,
RATIFYING AND CONFIRMING A LOAN AGREEMENT AND
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SUPPLEMENTAL LOAN AGREEMENT RELATING TO SUCH
BONDS; AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND NOTES AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

WHEREAS, the Bond and Notes Resolution provides for the
issuance of Sewer Revenue Bonds of the Issuer (the "Bonds"”), in an
aggregate principal amount not to exceed $1,300,000, to be issued in
two series, the Series 1990 A Bonds to be in an aggregate principal
amount of not more than $1,000,000 (the "Series 1990 A Bonds”) and the
Series 1990 B Bonds to be in an aggregate principal amount of not more
than §300,000 (the "Series 1990 B Bonds”), and has preliminarily
authorized the execution and delivery of a lecan agreement relating to
the Series 1990 A Bonds dated May 3, 1990, and a supplemental leoan
agreement relating to the Series 1990 B Bonds, also dated May 3, 1990
(sometimes collectively referred to herein as the "Loan Agreement”),
both by and between the Issuer and West Virginia Water Development
Authority (the "authority”), all in accc :dance with Chapter 16,
Article 13A of the West Virginia Code of 1931, as amended (the "Act”);
and in the Bond and Notes Resolution it is provided that the form of
the Loan Agreement and the exact principal amounts, maturity dates,
interest rates, interest and principal payment dates, sale prices and
other terms of the Bonds should be established by a supplemental
resolution pertaining to the Bonds; and that other matters relating
to the Bonds be herein provided for;

WHEREAS, the Loan Agreement has been presented to the Issuer
at this meeting;

WHEREAS, the 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 and that the Loan Agreement be approved and entered into by
the Issuer, that the exact principal amounts, the prices, the maturity
dates, the redemption provisions, the interest rates and the interest
and principal payment dates 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
BERKELEY COUNTY PUBLIC SERVICE SEWER DISTRICT:
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Section 1. Pursuant to the Bond and Notes Resolution and
the Act, this Supplemental Resolution is adopted and there are hereby
authorized and ordered to be issued:

(A) The Sewer Revenue Bonds, Series 1990 A, of the
Issuer, originally represented by a single Bond, numbered
AR-1, 1in the principal amount of $828,629. The
Series 1990 A Bonds shall be dated the date of delivery
thereof, shall finally mature October 1, 2029, shall bear
interest at the rate of 7.85% per annum, payable
semliannually on April 1 and October 1 of each year, first
interest payable October 1, 1990, shall be subject to
redemption upon the written consent of the Authority, and
upon payment of the interest and redemption premium, if any,
and otherwise in compliance with the Loan Agreement, as long
as the Authority shall be the registered owner of the
Series 1990 A Bonds, and shall be payable in installments
of principal on October 1 of each of the years and in the
amounts as set forth in "Schedule X," attached thereto and
to the Loan Agreement and incorporated therein by reference.

(B} The Sewer Revenue Bonds, Series 1990 B, of the
Issuer, originally represented by a single Bond, numbered
BR-1, in the prinecipal amount of $38,669. The Series 1990 B
Bonds shall be dated the date of delivery thereof, shall
finally mature October 1, 2029, shall be interest free,
shall be subject to redemption upon the written consent of
the Authority, and otherwise in compliance with the Loan
Agreement, as long as the Authority shall be the registered
owner of the Series 1990 B Bonds, and shall be payable in
installments of principal on October 1 of each of the years
and in the amounts as set forth in *"Schedule X,"” attached
thereto and to the Supplemental Loan Agreement and
incorporated therein by reference.

Section 2. All other provisions relating to the Bonds
and the text of the Bonds shall be in substantially the forms provided
in the Bond and Notes Resoclution,

Sectio . The Issuer does hereby authorize, approve and
accept the Loan Agreement, copies of which are incorpeorated herein by
reference, and the execution and delivery by the Chairman of the Loan
Agreement, and the performance of the obligations contained therein,
on behalf of the Issuer are hereby authorized, directed and approved.
The price of the Bonds shall be 100% of par value, there being no
interest accrued thereon.



Section 4. The Issuer does hereby appoint and designate
One Valley Bank, National Assoclation, Charleston, West Virginia, as
Registrar for the Bonds and does approve and accept the Registrar's
Agreement to be dated the date of delivery of the Bonds, by and
between the Issuer and One Valley Bank, National Association, in
substantially the form attached hereto, and the execution and delivery
by the Chairman of the Registrar’s Agreement, and the performance of
the obligations contained therein, on behalf of the Issuer are hereby
authorized, approved and directed.

Section 5. The Issuer does hereby appoint and direct
the West Virginia Municipal Bond Commission, Charleston,

West Virginia, to serve as Paying Agent for the Bonds.

Section 6. The Issuer does hereby appoint One Valley
Bank of Martinsburg, N.A., Martinsburg, West Virginia, as Depository
Bank under the Bond and Notes Resolution.

Section 7. Series 1990 A Bonds proceeds in the amount
of $65,047 shall be deposited in the Series 1990 A Bonds Sinking Fund
as capitalized interest.

Section 8. Series 1990 A Bonds proceeds In the amount
of $-0- shall be deposited in the Series 1990 A Bonds Reserve Account
and Series 1990 B Bonds proceeds in the amount of $-0- shall be
deposited in the Series 1990 B Bonds Reserve Account. :

Section 9. The remaining proceeds of the Bonds shall be
deposited in the Bond Construction Trust Fund for payment of Costs of
the Project, including repayment of any temporary bank loans or
Authority advances made or incurred with respect to the Project and
payment of costs of issuance of the Bonds.

) on . The Issuer hereby determines to pay, on the
date of delivery of the Bonds and receipt of proceeds thereof, all
borrowings of the Issuer heretofore incurred for the purpose of
temporarily financing a portion of the Costs of the Project,
including, but not limited to, all borrowings from West Virginia Water
Development Authority.

Section 11. The Chairman and Secretary are hereby
authorized and directed to execute and deliver such other documents,
agreements, instruments and certificates required or desirable in
connection with the Bonds hereby and by the Bond and Notes Resolution
approved and provided for, to the end that the Bonds may be delivered
to the Authority pursuant to the Loan Agreement on or about May 3,
1990.



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

Section 13. The Issuer hereby determines that it is in
the best interest of the Issuer to invest all moneys in the funds and
accounts established by the Bond and Notes Resolution held by the
Depository Bank in time accounts secured by a pledge of Government
Obligations with the Depository Bank, and therefore the Issuer hereby
directs the Depository Bank to take such actions as may be necessary
to cause such moneys to be invested In such time accounts, until
further directed by the Issuer. Moneys in the Sinking Funds for the
Bonds shall be invested by the Municipal Bond Commission in the
West Virginia restricted consolidated fund.

Section l4. 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 the treatment afforded by
Section 103(a) of the Internal Revenue Code of 1986, as amended, and
the temporary and permanent regulations promulgated thereunder or
under any predecessor thereto (the ~"Code”), by reason of the
classification of the Bonds as "private activity bonds” within the
meaning of the Code. The Issuer will take all actions necessary to
comply with the Code and Treasury Regulations promulgated or to be
promulgated thereunder.

Section 15. The Issuer elects to have
Sectlion 148(f)(4)(B)(1iv)(V) of the Code apply to the Bonds and agrees
to pay the penalty prescribed under such Section 148(f)(4)(B)(1iv) (V)
of the Code, in lieu of rebate.

Sectjon 16. This Supplemental Resolution shall be
effective immediately following adoption hereof.

Adopted this 30th day of April, 1990,

BERKELEY COUNTY PUBLIC SERVICE SEWER

DISTRICT
4{2%;155%L_52i C:L&LVvéléﬁy
Chairman '



CERTIFICATION

Certified a true copy of a Supplemental Resolution duly
adopted by the Public Service Board of BERKELEY COUNTY PUBLIC SERVICE

SEWER DISTRICT on the 30th day of April, 1990.

Dated: May 3, 1990.

[ SEAL]

05/01/90
BCPSSDJ.D2
06774/895001



STATE OF WEST VIRGINIA

WATER DEVELOPMENT AUTHORITY

1201 DUNBAR AVENUE
DUNBAR, WV 25064

Telephone (304} 558-3612
Telecopier (304) 558-0200

October 5, 1994

Berkeley County Public Service Sewer District
Sewer Revenue Bonds, Series 1994 A
est Virginia Water Developmen Authorit

TO WHOM IT MAY CONCERN:

defined and described, hereby consents to the issuance of the Sewer Revenue Bonds, Series 1994 A
{West Virginia Water Development Authority) (the “Bonds"), in the original aggregate principal amount
of $494,288, by the Berkeley County Public Service Sewer District (the "Issuer"), under the terms of the
resolution authorizing the Bonds, on a parity, with respect to liens, pledge and source of and security for
payment, with the Issuer’s Sewer Revenue Bonds, Series 1986 A (the "Series 1986 A Bonds"), and Sewer
Revenue Bonds, Series 1990 A (the "Series 1990 A Bonds"), and senior and prior, with respect to liens,

pledge and source of and security for payment, to the Issuer’s Sewer Revenue Bonds, Series 1986 B (the

"Series 1986 B Bonds"), and Sewer Revenue Bonds, Series 1950 B {the "Series 1990 B Bonds"),

Director )

3¢A



v
One Vailey Bank

P.O. Box 847
Martinsburg, WV 25401
{304) 263-086]

ONE\/ALLEY
Vi BANK

October 5, 1994

Berkeley County Public Service Sewer District
Sewer Revenue Bonds, Series 1994 A
(West Virginia Water Development Authority)

TO WHOM IT MAY CONCERN:

The undersigned duly authorized representative for One Valley Bank -
East, National Association, the present holder of the entire outstanding aggregate
principal amount of the Series 1986 C Bonds, hereinafter defined and described,
hereby consents to the issuance of the Sewer Revenue Bonds, Series 1994 A (West
Virginia Water Development Authority) (the "Bonds"), in the original aggregate
principal amount of $494,288, by the Berkeley County Public Service Sewer
District (the “"Issuer”), under the terms of the resoiution authorizing the Bonds, on
a parity, with respect to liens, pledge and source of and security for payment, with
the Issuer's Sewer Revenue Bonds, Series 1986 ("Series 1986/ C Bonds").

Gfﬁy G. Fiekdin
Senior Vice Préfident



RECEIPT OF PAYMENT OF LOANS FROM AUTHQRITY

West Virginia Water Development Authority, as holder of certain loans (the
"Loans"), of Berkeley County Public Service Sewer District (the "District"), hereby certifies
that it has received the sum of $175,219.34 from the District and that such sum is sufficient
10 pay the entire principal amount of and the one percent service charge on the Loans to the
date hereof and discharge the liens, pledges and encumbrances securing the Loans. The
Loans are non-interest bearing Loans.

WITNESS my signature on this 5th day of October, 1994,

WEST VIRGINIA WATER DEVELOPMENT

AUTHORITY
Director ) ‘ D AN
09/27/94
BCAC.VI1
067740/94003
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