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IC-1
(06/06/02)

LOAN AGREEMENT

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

CLAY-ROANE PUBLIC SERVICE DISTRICT
(Governmental Agency)

WITNESSETH:

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

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

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

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

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

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

ARTICLE 1
Definitions

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

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

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

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

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

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

1.7 "Local Bonds" means the revenue bonds to be issued by the
Governmental Agency pursuant to the provisions of the Local Statute, as hereinafter defined,
to evidence the Loan and to be purchased by the Authority, all in accordance with the
provisions of this Loan Agreement.
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1.8  "Local Statute" means the specific provisions of the Code of West
Virginia, 1931, as amended, pursuant to which the Local Bonds are issued.

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

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

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

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

ARTICLEII

The Project and the System

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

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

2.3 All real estate and interests 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 or any interest therein is approved by the Authority and Council.

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

2.5  The Governmental Agency shall keep complete and accurate records of
the cost of acquiring the Project site and the costs of constructing, acquiring and installing
the Project. The Governmental Agency shall permit the Authority and the Council, acting
by and through their directors or their duly authorized agents and representatives, to inspect
all books, documents, papers and records relating to the Project and the System at any and
all reasonable times for the purpose of audit and examination, and the Governmental Agency
shall submit to the Authority and the Council such documents and information as they may
reasonably require in connection with the construction, acquisition and installation of the
Project, the operation and maintenance of the System and the 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
the Council and their agents and representatives to have access to the records of the
Governmental Agency pertaining to the operation and maintenance of the System at any
reasonable time following completion of construction of the Project and commencement of
operation thereof or if the Project is an improvement to an existing system at any reasonable
time following commencement of construction.

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

2.8  The Governmental Agency shall require that each of its contractors and
all subcontractors maintain, during the life of the construction contract, workers'
compensation coverage, public liability insurance, property damage insurance and vehicle
liability insurance in amounts and on terms satisfactory to the Council and the Authority and
shall verify or have verified such insurance prior to commencement of construction. Until
the Project facilities are completed and accepted by the Governmental Agency, the
Governmental Agency or (at the option of the Governmental Agency) the contractor shall
maintain builder's risk insurance (fire and extended coverage) on a one hundred percent
(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
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Loan Closing, as hereinafter defined, and maintained so long as any of the Local Bonds is
outstanding. Prior to commencing operation of the Project, the Governmental Agency must
also obtain, and maintain so long as any of the Local Bonds are outstanding, business
interruption insurance if available at a reasonable cost.

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

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

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

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

ARTICLE 11

Conditions to Loan;
Issuance of Local Bonds

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

(¢)  The Governmental Agency shall either have received bids or
entered into 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 construction financing, 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 and
the Council shall have received a certificate of the Consulting Engineers to such effect, the
form of which certificate is attached hereto as Exhibit A;

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

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

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

(8) 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 and
the Council shall have received an opinion of counsel to the Governmental Agency, which
may be local counsel to the Governmental Agency, bond counsel or special PSC counsel but
must be satisfactory to the Authority and the Council, to such effect;
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(h)  Such rates and charges for the System shall be sufficient to
comply with the provisions of Subsections 4.1(a) and 4.1(b)(ii) hereof, and the Authority and
the Council shall have received a certificate of the accountant for the Governmental Agency,
or such other person or firm experienced in the finances of governmental agencies and
satisfactory to the Authority and the Council, to such effect; and

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

3.2  Subject to the terms and provisions of this Loan Agreement, the rules
and regulations promulgated by the Authority, the Council or any other appropriate State
agency and any applicable rules, regulations and procedures promulgated from time to time
by the federal government, it is hereby agreed that the Authority shall make the Loan to the
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, the Council and
the Governmental Agency. The date of delivery so designated or agreed upon is hereinafter
referred to as the "Date of Loan Closing." Notwithstanding the foregoing, the Date of Loan
Closing shall in no event occur more than ninety (90) days after the date of execution of this
Loan Agreement by the Authority or such later date as is agreed to in writing by the Council.

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

ARTICLE IV

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

Fees and Charges

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

(a)  That the gross revenues of the System shall always be used for
purposes of the System. Such gross revenues shall be used monthly, in the order of priority
listed below:

(1)  to pay Operating Expenses of the System;

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

(iii) 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
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or making emergency repairs or replacements to the System or eliminating any deficiencies
in the Reserve Account; and

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

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

(b) Covenants substantially as follows:

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

(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 one
hundred fifteen percent (115%) of the maximum amount required in any year for debt service
on the Local Bonds and all other obligations secured by a lien on or payable from the
revenues of the System prior to or on a parity with the Local Bonds or, if the Reserve
Account is funded (whether by Local Bond proceeds, monthly deposits or otherwise) at an
amount equal to the Reserve Requirement and any reserve account for any such prior or
parity obligations is funded at least at the requirement therefor, equal to at least one hundred
ten percent {110%) of the maximum amount required in any year for debt service on the
Local Bonds and any such prior or parity obligations;

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

(iv) That, except as otherwise required by State law or with
the written consent of the Council and the Authority, the System may notbe 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 bords theretofore and then being issued and
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on any obligations secured by a lien on or payable from the revenues of the System prior to
the Local Bonds and with the prior written consent of the Authority and the Council;
provided, however, that additional parity bonds may be issued to complete the Project, as
described in the Application as of the date hereof, without regard to the foregoing;

(vi) Thatthe 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;

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

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

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

System;

(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 and
the Council, 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 Operating Expenses and debt
service and reserve requirements;

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

(xiii) That, to the extent authorized by the laws of the State and

the rules and regulations of the PSC, prospective users of the System shall be required to
connect thereto;
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(xiv) That the proceeds of the Local Bonds, advanced from time
to time, must (2) be deposited in a construction fund, which, except as otherwise agreed to
in writing by the Authority, shall be held separate and apart from all other funds of the
Governmental Agency and on which the owners of the Local Bonds shall have a lien until
such proceeds are applied to the construction of the Project (including the repayment of any
incidental interim financing) and/or (b) be used to pay (or redeem) bond anticipation notes
or other interim financing of such Governmental Agency, the proceeds of which were used
to finance the construction of the Project; provided that, with the prior written consent of the
Authority and the Council, the proceeds of the Local Bonds may be used to fund all or a
portion of the Reserve Account, on which the owner of the Local Bonds shall have a lien as
provided herein;

(xv) That, as long as the Authority is the owner of any of the
Local Bonds, the Governmental Agency may not redeem any Local Bonds by it without the
written consent of the Authority and the Council and otherwise in compliance with this Loan
Agreement;

(xvi) Thatthe West Virginia Municipal Bond Commission (the
"Commission") shall serve as paying agent for the Local Bonds;

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

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

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

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

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

(xxii) 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 term is defined in the Internal Revenue Code of 1986,
as amended) from time to time as the Authority may request;

(xxiii) That the Governmental Agency shall submit all proposed
change orders to the Council for written approval. The Governmental Agency shall obtain
the written approval of the Council before expending any proceeds of the Local Bonds held
in “contingency” as set forth in the final Schedule B attached to the certificate of the
Consulting Engineer. The Governmental Agency shall obtain the written approval of the
Council before expending any proceeds of the Local Bonds available due to
bid/construction/project underruns; '

(xxiv) That the Governmental Agency shall list the funding
provided by the Authority and the Council in any press release, publication, program bulletin,
sign or other public communication that references the Project, including but not limited to
any program document distributed in conjunction with any groundbreaking or dedication of
the Project; and '

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

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

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

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

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

4.5  The Local Bonds shall be delivered to the Authority in fully registered
form, transferable and exchangeable as provided in the Local Act at the expense of the
Governmental Agency. Anything to the contrary herein notwithstanding, the Local Bonds
may be issued in one or more series, as reflected by Schedule X hereto.

4.6  The Governmental Agency agrees to expend the net proceeds of the

Local Bonds for the Project within 3 years of the issuance of the bonds which are the source
of money used to purchase the Local Bonds, unless otherwise agreed to by the Council.
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ARTICLEV

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

Governmental Agency to the Authority

5.1  The Governmental Agency hereby irrevocably covenants and agrees to
comply with all of the terms, conditions and requirements of this L.oan Agreement and the
Local Act. The Governmental Agency hereby further irrevocably covenants and agrees that,
as one of the conditions of the Authority to make the Loan, it has fixed and collected, or will
fix and collect, the rates, fees and other charges for the use of the System and will take all
such actions necessary to provide funds sufficient to produce the required sums set forth in
the Local Act and in compliance with the provisions of Subsections 4.1(a) and 4.1(b)(ii)
hereof.

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

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

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

ARTICLE VI

Other Agreements of the
Governmental Agency

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

6.2 The Governmental Agency hereby covenants that it will rebate any
amounts required by Section 148 of the Internal Revenue Code of 1986, as amended, and will
take all steps necessary to make any such rebates. In the event the Governmental Agency
fails to make any such rebates as required, then the 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.

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

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

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

ARTICLE VII

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

if contained in the text of this Loan Agreement.

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

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

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

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

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

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

7.8 The Authority acknowledges that certain terms and requirements in this
Loan Agreement may not be applicable when the Project is financed in part by the West
Virginia Department of Environmental Protection, Office of Abandoned Mine Lands and
under that circumstance those terms and requirements are specifically waived or modified
as agreed to by the Authority and set forth in the Local Act.

7.9  Byexecution 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 specifically enforced
or subject to a similar equitable remedy by the Authority.

7.10  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 or such later date as is agreed to in writing by the
Council if the Governmental Agency has failed to deliver the
Local Bonds to the Authority;
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(ii) termination by the Authority and the Council pursuant to
Section 6.1 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, acting on behalf of the Council.
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IN WITNESS WHEREOQF, the parties hereto have caused this Loan Agreement
to be executed by their respectlve duly authorized officers as of the date executed below by
the Authonty

CLAY-ROANE PUBLIC SERVICE DISTRICT

-

(SEAL) By: '_‘! ‘ i
Its: Chai on

Attest: Date: November 12, 2004

(st M/ICKMW

Its: Secfetary O
WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY

st wle s WBlady [
Its: Director

Attest: Date: November 12, 2004

Its: Secretary-Treasurer

000832/00466
10/04/04

-18-
M0436077.1




EXHIBIT A

FORM OF CERTIFICATE OF CONSULTING ENGINEER

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

being permanently financed in part by the above-captioned bonds (the "Bonds") of the Issuer.
Capitalized words not defined herein shall have the same meanings set forth in the bond
adopted or enacted by the Issuer on , and the Loan
Agreement by and between the Issuer and the West Virginia Water Development Authority
(the "Authority"), on behalf of the West Vlrglma Infrastructure and Jobs Development
Council (the "Council"), dated

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

3. To the best of my knowledge, information and belief, (i) within the
limits and in accordance with the applicable and governing contractual requirements relating
to the Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by [DEP/BPH/PSC] and any
change orders approved by the Issuer, the Council and all necessary governmental bodies;
(ii) the Project, as designed, is adequate for its intended purpose and has a useful life of at
least ___years if properly operated and maintained, excepting anticipated replacements due
to normal wear and tear; (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
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set forth in the Schedule B attached hereto as Exhibit A and my firm' has ascertained that all
successful bidders have made required provisions for all insurance and payment and
performance bonds and that such insurance policies or binders and such bonds have been
verified for accuracy; (iv) the successful bidders received any and all addenda to the original
bid documents; (v) the bid documents relating to the Project reflect the Project as approved
by the [DEP/BPH/PSC] and the bid forms provided to the bidders contain all critical
operational components of the Project; (vi) the successful bids include prices for every item
on such bid forms; (vii) the uniform bid procedures were followed; (viii) the Issuer has
obtained all permits required by the laws of the State of West Virginia and the United States
necessary for the acquisition and construction of the Project and operation of the System; (ix)
as of the effective date thereof, *the rates and charges for the System as adopted by the Issuer

- will be sufficient to comply with the provisions of the Loan Agreement; (x) the net proceeds

of the Bonds, together with all other moneys on deposit or to be simultaneously deposited
and irrevocably pledged thereto and the proceeds of grants, if any, irrevocably committed
therefor, are sufficient to pay the costs of acquisition and construction of the Project set forth
in the Schedule B attached kereto and approved by the Council; and (xi) attached hereto as
Exhibit A is the final amended “Schedule B - Final Total Cost of Project, Sources of Funds
and Costs of Financing” for the Project.

WITNESS my signature and seal on this day of ,
[SEAL]
By:
West Virginia License No.

'If another responsible party, such as the Issuer’s attorney, reviews the insurance and
payment bonds, then insert the following: [and in reliance upon the opinion of )
Esq.] and delete “my firm has ascertained that”,

?If the Rule 42 Exhibit and/or rate structure was prepared by an accountant, then insert the
following: “In reliance upon the certificate of of even date herewith,”

at the beginning of (ix).
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EXHIBIT B

OPINION QF BOND COUNSEL FOR GOVERNMENTATL AGENCY

[To Be Dated as of Date of Loan Closing]

West Virginia Infrastructure and
Jobs Development Council

300 Summers Street, Suite 980

Charleston, West Virginia 25301

West Virginia Water Development Authority
180 Association Drive

Charleston, West Virginia 25311

Ladies and Gentlemen:

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

We have examined a certified copy of proceedings and other papers relating
to the authorization of (i) a loan agreement dated , , including all
schedules and exhibits attached thereto (the "Loan Agreement™), between the Governmental
Agency and the West Virginia Water Development Authority (the "Authority"), on behalf
of the West Virginia Infrastructure and Jobs Development Council (the "Council"), and (ji)
the issue of a series of revenue bonds of the Governmental Agency, dated R
(the "Local Bonds"), to be purchased by the Authority in accordance with the
provisions of the Loan Agreement. The Local Bonds are issued in the principal amount of
3 , In the form of one bond, registered as to principal and interest to the Authority, with
interest and principal payable quarterly on March 1, June 1, September 1 and December 1
of each year, beginning y 1, , and ending , 1, , as set
forth in the "Schedule Y" attached to the Loan Agreement and incorporated in and made a
part of the Local Bonds.

The Local Bonds are issued for the purposes of (1) , and
(ii) paying certain issuance and other costs in connection therewith.,

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

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

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

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

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

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

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

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

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

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

proper.
Very truly yours,
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EXHIBIT C
O Y FINAN REPORT

Name of Governmental Agency
Name of Bond Issue(s) _ _ _ _
Type of Project _ ‘ Water Wastewater
Fiscal Year _ Report Month ,
Budget
Year To
Total Budget Date Minns
Current Year Year Total Year
Item Month To Date To Date To Date

1. Gross Revenues

2. Operating Expenses
3. Bond Payments:

Tvpe of Issue
Clean Water SRF

Drinking Water TRF
Infrastructure Fond
Water Development
 Authority
Rural Utilities Service
Economic Development
Administration
Other (Identify)

4. Renewal and
Replacement
Fund Deposits

Name of Person Completing Form

Address

Telephone
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INSTRUCTIONS FOR COMPI ETING MONTHTY FINANCIAT REPORT

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

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

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

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

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

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

Re: [Name of bond issue]

Ladies aJid Gentlemen:

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

Sinking Fund:
- Interest __
Principal $
Total: $
Reserve Account: $
Witness my signature this ___ day of
[Name of Governmental Agency]
By:
Authorized Officer

Enclosure: copy of check(s)
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SCHEDULE X

DESCRIPTION OF LOCAL BONDS

Principal Amount of Local Bonds $1.000.000
Purchase Price of Local Bonds  $1,000,000

The Local Bonds shall bear no interest. Commencing December 1, 2006,
principal of the Local Bonds is payable quarterly. Quarterly payments will be made on
March 1, June 1, September 1 and December 1 of each year as set forth on the Schedule Y
attached hereto and incorporated herein by reference.

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

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

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

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

1. Water Revenue Bond, Series 1982, dated September 24, 1982, issued
in the original aggregate principal amount of $192,000 (assumed by the Governmental
Agency from Procious Public Service District).

2. Water Revenue Bond, Series 1990, dated November 5, 1990, issued in
the original aggregate principal amount of $450,000.

3. Water Revenue Bond (Varneytown Project), Series 1997, dated April
4,
1997, issued in the original aggregate principal amount of $40,000.

4, Water Revenue Bonds, Series 2004 B (United States Department of
Agriculture), dated November 12, 2004, issued in the original aggregate principal amount
of $360,000.
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SCHEDULE Y

$1,000,000

Clay-Roane PSD

40 Years (from Closing Date); 0% Interest Rate
Closing Date: November 12, 2004

Debt Service Schedule Part 1 of 4
Date Principal Coupon Total P+I
12/01/2004 - " -
03/01/2005 - - -
056/01/2005 - - -
09/017/2005 - - -
12/01/2005 - - -
03/01/2006 - - -
06/01/2006 - - -
09/01/2006 - - -
12/01/2006 6,578.95 - 6,578.95
03/01/2007 6,378.95 - 6,578.95
06/01/2007 6,578.95 - 6,578.95
09/01/2007 6,578.95 - 6,578.95
12/01/2007 6,578.95 - 6,578.95
03/01/2008 6.578.95 - 6,578.95
06/01/2008 6,578.95 - 6,578.95
09/01/2008 6,578.95 - 6,578.95
12/01/2008 6,578.95 - 6,578.95
03/01/2009 6,578.95 - 6,578.95
06/01/2009 6,578.95 - 6,578.95
09/01/2009 6,578.95 - 6,578.95
12/01/2009 6,578.95 - 6,578.95
03/01/2010 6,578.95 - 6,578.95
06/01/2010 6,578.95 - 6,578.95
{9/01/2010 6,578.95 - 6,578.95
12/01/2010 6,578.95 - 6,578.95
03/01/2011 6,578.95 - 6,.578.95
06/01/2011 6,578.95 - 6,578.95
09/01/2011 6,578.95 - 6,578.95
12/01/2011 6,578.95 - 6,578.95
03/01/2012 6,578.95 - 6,578.95
06/01/2012 6,578.95 - 6,578.95
09/01/2012 6,578.95 - 6,578.95
12/01/2012 6,578.95 - 6,578.95
03/01/2013 6,578.95 - 6,578.95
06/01/2013 6,578.95 - 6,578.95
09/01/2013 ] 6,578.95 - 6,578.95
12/01/2013 6,578.95 - 6,578.95
03/01/2014 6,578.95 - 6,578.95
06/01/2014 6,578.95 - 6,578.95
09/01/2014 6,578.95 - 6,578.95
12/01/2014 6,578.95 - 6,578.95
03/01/2015 6,578.95 - 6,578.95
06/0172015 6,578.95 - 6,578.95
09/01/2015 6,578.95 - 6,578.95

IF 10-04-04 | SINGLE PURPCOSE | 10/ 472004 | 1:38FPM




$1,000,000

Clay-Roane PSD
40 Years (from Closing Date); 0% Interest Rate
Closing Date: November 12, 2004

Debt Service Schedule Part2 of 4

Date Principal Coupon Total PHI
12/01/2015 6,578.95 - 6,578.95
03/01/2016 6,578.95 - 6,578.95
06/01/2016 6,578.95 - 6,578.95
09/01/2016 6,578.95 - 6,578.95
12/01/2016 6,578.95 - 6,578.95
03/01/2017 6,578.95 - 6,578.95
06/01/2017 6,578.95 - 6,578.95
09/01/2017 6,578.95 - 6,578.95
1270172017 6,578.95 - 6,578.95
03/01/2018 6,578.95 - 6,578.95
06/01/2018 6,578.95 - 6,578.95
05/01/2018 6,578.95 - 6,578.95
12/01/2018 6,578.95 - 6,578.95
03/01/2019 6,578.95 - 6,578.95
06/01/2019 6,578.95 - 6,578.95
09/01/2019 6,578.95 - 6,578.95
12/01/2019 6,578.95 - 6,578.95
03/01/2020 6,578.95 - 6,578.95
06/01/2020 6,578.95 - 6,578.95
09/01/2020 6,578.95 - 6,578.95
12/01/2020 6,578.95 - 6,578.95
03/01/2021 6,578.95 - 6,578.95
06/01/2021 6,578.95 - 6,578.95
09/01/2021 6,578.95 - 6,578.95
12/01/2021 6,578.95 - 6,578.95
03/01/2022 6,578.95 - 6,578.95
06/01/2022 6,578.95 - 6,578.95
09/01/2022 6,578.95 - 6,578.95
12/01/2022 6,578.95 - 6,578.95
03/01/2023 6,578.95 - 6,578.95
06/01/2023 6,578.95 - 6,578.95
05/01/2023 6,578.95 - 6,578.95
12/01/2023 6,578.95 - 6,578.95
03/01/2024 6,578.95 - 6,578.95
06/01/2024 6,578.95 - 6,578.93
09/01/2024 6,578.95 - 6,578.95
12/01/2024 6,578.95 - 6,578.95
03/01/2025 6,578.95 - 6,578.95
06/01/2025 6,578.95 - 6,578.95
09/01/2023 6,578.95 - 6,578.95
12/01/2025 6,578.95 - 6,578.95
03/01/2026 6,578.95 - 6,578.95
06/01/2026 6,578.95 - 6,578.95
09/01/2026 6,578.95 - 6,578.95

IF 10-04-04 | SINGLE PURPGSE | 10/ 4/2004 | 1:38PM




$1,000,000

Clay-Roane PSD
40 Years (from Closing Date); 0% Interest Rate
Closing Date: November 12, 2004

Debt Service Schedule Part3 of 4
Date Princlpal Coupon Total P+I
12/01/2026 6,578.95 - 6,578.95
03/01/2027 6,578.95 - 6,578.95
06/01/2027 6,578.95 - 6,578.95
09/01/2027 6,578.95 - 6,578.95
12/01/2027 6,578.95 - 6,578.95
03/01/2028 6,578.95 - 6,578.95
06/01/2028 6,578.95 - 6,578.95
09/01/2028 6,578.95 - 6,578.95
12/01/2028 6,578.95 - 6,578.95
03/01/2029 6,578.95 - 6,578.93
06/01/2029 6,578.95 - 6,578.95
09/01/2029 6,578.95 - 6,578.95
12/01/2029 6,578.95 - 6,578.95
03/01/2030 6,578.95 - 6,578.95
06/01/2030 6,578.95 - 6,578.95
09/01/2030 6,578.95 - 6,578.95
12/01/2030 6,578.95 - 6,578.95
03/0172031 6,578.95 - 6,578.95
06/01/2031 6,578.95 - 6,578.95
09/01/2031 6,578.95 . 6,578.95
12/01/2031 6,578.95 . 6,578.95
03/01/2032 6,578.95 - 6,578.95
06/01/2032 6,578.95 - 6,578.95
09/01/2032 6,578.95 - 6,578.95
12/01/2032 6,578.95 - 6,578.95
03/01/2033 6,578.95 . 6,578.95
06/01/2033 6,578.95 - 6,578.95
09/01/2033 6,578.95 - 6,578.95
12/01/2033 6,578.95 - 6,578.95
03/01/2034 6,578.95 - 6,578.95
06/01/2034 6,578.95 - 6,578.95
09/01/2034 . 6,578.95 . 6,578.95
12/01/2034 6,578.94 - 6,578.94
03/01/2035 6,578.94 - 6,578.94
06/01/2035 6,578.94 - 6,578.94
09/01/2035 6,578.94 - 6,578.
12/01/2035 6,578.94 - 6,578.94
03/0172036 6,578.94 - 6,578.94
06/01/2036 6,578.94 . 6,578.94
09/01/2036 6,578.94 - 6,578.94
12/01/2036 6,578.94 - 6,578.94
03/01/2037 6,578.94 - 6,578.94
06/01/2037 6,578.94 “ 6,578.94

09/01/2037 6,578.94 6,578.94




$1,000,000

Clay-Roane PSD
40 Years (from Closing Date); 0% Interest Rate
Closing Date: November 12, 2004

Debt Service Schedule Part 4 of 4
Date Principal Conpon ‘ Total P+l
12/01/2037 6,578.94 - 6,578.94
03/01/2038 6,578.94 - 6,578.94
06/01/2038 6,578.94 - 6,578.94
09/01/2038 6,578.94 - 6,578.94
12/01/2038 6,578.94 - 6,578.94
03/01/2039 6,578.94 - 6,578.94
06/01/2039 6,578.94 - 6,578.94
09/01/2039 6,578.94 - 6,578.94
12/01/2039 6,578.94 - 6,578.94
03/01/2040 6,578.94 - 6,578.94
06/01/2040 6,578.94 - 6,578.94
09/01/2040 6,578.94 - 6,578.94
12/01/2040 6,578.94 - 6,578.94
03/01/2041 6,578.94 - 6,578.94
06/01/2041 6,578.94 - 6,578.94
09/01/2041 6,578.94 - 6,578.94
12/01/2041 6,578.94 - 6,578,94
03/01/2042 6,578.94 - 6,578.94
06/01/2042 6,578.94 - 6,578.94
09/01/2042 6,578.94 - 6,578.94
12/01/2042 6,578.94 - 6,578.94
03/01/2043 6,578.94 - 6,578.94
06/01/2043 6,578.94 - 6,578.94
09/01/2043 6,578.94 - 6,578.94
12/01/2043 6,578.94 - 6,578.94
03/01/2044 6,578.94 - 6,578.94
06/01/2044 6,578.94 - 6,578.94
05/0172044 6,578.94 - 6,578.94
Total $1,000,000.00 - $1,000,000.00
Yield Statistics
Bond Year Dollars $20,927.77
Average Life 20,928 Years
Average Coupon -
Net Interest Cost (NIC) -
True Interest Cost (TIC) 1.09E-10
Bond Yield for Arbitrage Purposes 1.09E-10
All Inclusive Cost (AIC) 1,09E-10
IRS Form 8038
Net Interest Cost -
Weighted Average Maturity 20.928 Years

IF 10-04-04 | SINGLE PURPOSE | 10 42004 | 1:38 PM
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¥ . UNITED STATES RURAL Federal Building, Room 320

' DEPARTMENT OF DEVELOPMENT 75 High Street
AGRICULTURE Morgantown, WV 26505-7500
TELEPHONE: (304) 291-47°%6
FAX: {(304) 291-4032
TTY/TDD: {304) 284-5941

February 7, 1997

Telford G. Crui
Clay-Roane P
P.O. Box
Valley Fork, WV 25266

k, Jr., Chairman
ic Service District

Dear Mr. Cruikshank:

This letter, with attachments 1 through 13 and enclosures,
establishes conditions which must be understood and agreed to by
you before further consideration may be given to your application.
Any changes in project cost, source of funds, scope of services, or
any other sigmificant changes in the project or applicant must be
reported to and approved by the Rural Utilities Service (RUS) by
written amendment to this letter. Any changes not approved by RUS
shall be cause for discontinuing processing of the application.

The Rural Utilities Service Water and Waste Disposal Loan and Grant
Program is administered by USDA - Rural Develcopment, formerly known
as the Farmers Home Administration.

This letter is not to be considered as loan and grant approval or
as representation to the availability of funds. The docket may be
completed on the basis of an RUS loan not to exceed $360,000, an
RUS grant not to exceed $750,000 and other funding in the amount of
$2,290,000, for a total project cost of $3,400,000. The other
funding is planned in the form of grants from the State of West
Virginia, the Appalachian Regional Commission and the West Virginia
Infrastructure and Jobs Development Council.

If the loan is made, you may make a written request that the
interest rate be the lower of the rate in effect at the time of
loan approval or the time of loan closing. If you do not request
the lower of the two interest rates, the interest rate charged will
be the rate in effect at the time of loan approval. The loan will
be considered approved on the date a signed copy of Form FmHA 1940-
1, "Request for Obligation of Funds," is mailed to you. If you
want the lower of the two rates, your written reguest should be
submitted tc RUS as soon as practical. In order to avoid possible
delays in loan c¢losing, such a request should ordinarily be
submitted at least 30 calendar days before loan closing.

USDA - Rural Development is an Equal Opportunity Lender. Complaints
of discrimination should be gent to: Secretary of Agriculture,
Washington, D.C. 20250 ‘
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Extra copies of this letter are being provided for use by your
engineer, attorney, bond counsel and accountant. The enclosures
and attachments listed below are attzzhed to the copies as noted.
Enclosed are the following:

Attachment No. 1 - Final Project Planning Factors
(All Copies)

Attachment No. 2 - Loan and Grant Docket Table of Contents
(A1l Copies) _

Attachment No. 3 - FmHA Instruction 1942-A, Section 1942.17
(Applicant Copy)

Attachment No. 4 - FmHA Instruction 1942-A, Section 1942.18
{(Engineer Copy)

Attachment No. 5 - FmHA Ingtruction 1942-A, Section 1942.19
(Attorney and Bond Counsel Copies)

Attachment No. 6 - FmHA Supplemental General Conditions
(Engineer Copy)

Attachment No. 7 - Standards for Audit of Governmental
Crganizations, Programs, Activities and Functions
(Accountant’s Copy)

Attachment No. 8 - U.S. Department of Agriculture Farmers
Home Administration Audit Program, December 1989
(Accountant’s Copy)

Attachment No. 9 - Water Users Agreement (Applicant and
Attorney Copies)

Attachment No. 10 - Declination Statement (Applicant and
Attorney Copies)

Attachment No. 11 - Sample Credit Agreement (Applicant and
Attorney Copies)

Attachment No. 12 - Labor Standard Provisions
(Engineer’s Copy)

Attachment No. 13 - Various other FmHA Forms as identified
on Attachment No. 2

Your documents concerning the creation of your authority are
administratively acceptable; however, they will be further reviewed
by our Office of the General Counsel at the time your file is
forwarded for closing instructions. Any changes required by our
Office of the General Counsel will be included in the closing
instructions.

The conditions referred to above are as follows:

1.

Loan Repayment - The loan will be scheduled for repayment

over a period of 40 years. The payments due the

first 24 months will consist of interest only. Payments for
the remaining 456 months will be equal amortized monthly
installments. For planning purposes use a 4.5% interest

rate and a monthly amortization factor of .00459, which
provides for a monthly payment of $1,653. You have the option
of participating in the PREAUTHORIZED DEBIT {PAD) payment
procesa. It will allow for your payment to be electronically
debited from your account on the day your payment is due.
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Your authority must establish and fund monthly a debt service
reserve account in an amount egqual to at least 1/10th of your
monthly debt service payment.

You are reminded that your authority may be required to
refinance {(graduate) the unpaid balance of its RUS loan, in
whole or in part, upon the request of RUS if at any time it
shall be determined the authority is able to obtain a loan for
such purposes from responsible cooperative or private sources
at reasonable rates and terms for loans for similar purposes
and periods of time.

Security - The loan must be s=cured by a statutory lien

on parity with the PSD’s existing 1990 and 1996 Water Revenue
Bonds, a pledge of the system’s revenues and other agreements
between you and the lender (RUS) as set forth in the bond
resolution which must be properly adopted and executed by the
appropriate officials of your organization. Additional
security requirements are contained in Form FmHA 1942-31 and
Form FmHA 1942-47 which are mentioned later.

Users - This conditional commitment is based upon your

having obtained proper signed users agreements with at least
240 bona fide full time users and, additionally, having
obtained either a signed users agreement or a proper "Service
Declination Statement" from or for each potential user located
within the planned service area. You must also provide
evidence you have not signed users agreements from individuals
located outside the planned service area.

The enclosed Water Users Agreement will be used. Each user
signing an agreement must make a users contribution

of $100.00. Each potential user who is located along
planned lines and declines the offered service will be
provided an opportunity to sign a service declination
statement. Guide 3, FmHA Instruction 1942-A, "Service
Declination Statement," a copy of which is enclosed, must be
used. If a potential user refuses to sign either a users
agreement or a declination statement, the individual making
the contact for the PSD should complete the declination
statement for that potential user and note thereon his/her
visit with the potential user, the potential user’s refusal to
sign, and the reason therefore. The declination statement
should also be dated and signed by the individual making the
contact.

Before RUS can agree to the project being advertised for
construction bids, you must provide evidence that the total
required number of bona fide users has been acquired and that
all potential users have been offered the proposed service.
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Information and material evidencing the above requirements
having been met must be provided for RUS review and
verification. Such evidence will as a miniwmuam, consist of (1)
signeé users agreements, (2) signed or completed Service
Declination Statements, (3) records of user contributions
being paid, (4) a map locating each potential user’s property
and identifying it by a number, (5} a list of all signed bona
fide users numbered with corresponding numbers sc as to be a
cross-reference with the map required by (4) above, (6) a list
of all declination statements numbered with corresponding
numbers so ag to be a cross-reference with the map required by
(4) above.

Bond Counsel - The services of a recognized bond counsel are
required. The bond counsel will prepare the form of
resolution to be used, in accordance with Section 1942.19 of
FmHA Instruction 1942-A. You should immediately provide your
bond counsel with a copy of this letter of conditions, its
attachments and enclosures.

Professional Services - You must obtain the services of an
attorney. For your convenience, Guide 14, "Legal Services
Agreement® is attached for your use. Attachment No. 1

includes the cost of these services for planning purposes.

Facility Control - Prior to advertisement for construction
bids, you must furnish satisfactory evidence that you have or
can obtain adequate continuous and valid control over the
lands and rights needed for the project. Such evidence must
be in the following form:

a. A right-of-way map showing clearly the location of all
lands and rights needed for the project. The map must
designate public and private lands and rights and the
appropriate legal ownership thereof.

b. A copy of deeds, contracts or options for any lands
needed other than rights-of-way, along with a
preliminary title opinion covering such lands. Form
FmHA 1927-9, "Preliminary Title Opinion," may be used.
Also, in the case of existing systems or where the
PSD has already acgquired real property (land or
facilities), a preliminary title opinion(s) concerning all
such property(s) will be provided.

c¢. A narrative opinion from your attorney concerning all
permits, certifications and other items necessary to
show that all legal requirements can be met and
stating how they will be met. This narrative should
also identify any condemnation proceedings that are
anticipated and state how they will be handled.
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d. A copy of the right-of-way easements for any rights-
of-way needed on private lands. Form FmHA 442-20,
""Right-of-Way Easement," may be used. ESach easement
need not be provided this office; however, each must
lboe available for review. A copy of the =2asement
being used must be provided.

e. A certification and legal opinion relative to title to
rights-of-way and easements. Form FmHA 442-21, "Right
-of-Way Certificate," and Form FmHA 442-22, "Opinion
of Counsel Relative to Rights-of-Way," may be used.
These forms may contain a few exceptions such as
properties that must be condemned; however, prior to
the start of construction or loan closing, whichever
occurs first, new Forms, FmHA 442-2]1 and 442-22, must
be provided which do not provide for any exceptions.

f. On the day of loan closing, the PSD’s attorney
must furnish final title opinions on all land(s) being
acquired. Form PmHA 1927-10, "Final Title Opinion" may
be used. In the case of existing systems or where the
PSD has already acquired real property(s) (land or
facilities), the PSD’s attorney will provide a separate
final title opinion({s} covering such property(s} on the
day of loan closing.

Permits - Copies of all permits needed for the project must
be provided for review prior to advertisement for
construction bids. Such permits will include but are not
limited to the following:

I

West Virginia Department of Highways

State Department of Health

- Department of Environmental Protection (formerly DNR)
- Public Land Corporation

Public Service Commigssion Approvals - You must obtain the
following from the Public Service Commission of West Virginia:

a. A Certificate of Convenience and Necesgity.

b. Approval of user charges that are acceptable to you and
the Rural Utilities Service.

¢. Approval of financing for the project’s proposéd
financing arrangements.

The "Rule 42" Exhibit to be attached to the Public Service
Commission application must contain at least the information
shown in Attachment No. 1. A copy of the Public Service
Commission application and its "Rule 42" Exhibit must be
provided for review.
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9. Accounting - You must obtain the services of a qualified
accountant. That accountant must agree (by letter) to
develop and provide the following:

a. All necessary accounting material required by the
Public Service Commission of West Virginia (Rule 42).

b. Prior to advertisement for bids, your accountant must
state in writing that he will establish your accounts and
records in accordance with the requirements of the
resolution, and the requirements of the Public Service
Commission within 20 days from the notice to do such.

c. Prior to the start of construction, the accountant must
certify that the accounts and records as required in
(b) above have been established and are operational.

A representative of my office will review your accounts and records
prior to authorizing the issuance of award(s) to the contractor(s).
FmHA regulations {Attachment No. 3) outline requirements for the
submission of management reports and audits. Appropriate state
statutes place certain audit requirements for your PSD. The
attached booklet, "Standards for Audit of Governmental
Organizations, Programs, Activities and Functions," (Attachment No.
7) and "U. S. Department of Agriculture Farmers Home Administration
Audit Program," {(December 1989) (Attachment No. 8) outlines audit
requirements. You are reminded that certain provisions of Cffice
and Management and Budget Circular A-128 are applicable to any
public body that received $100,000 or more in federal funds in any
one year. You must enter into an agreement annually with an
accountant {(or the State Tax Commission) to perform the audit. The
agreement must be in accordance with the requirements of the State
Tax Commissioner of West Virginia.

Audit Reports must be prepared to comply with the requirements of
OMB Circular A-128 or A-133, as applicable.

10. nsurance and Bonding Requirements:

a. Prior to preliminary loan closing, you must acquire the
following insurance and bond coverage:

(1) Liability Insurance - Personal Liability -
$500,000; Property Damage - $200,000-$200,000. The
limits of liability coverage noted herein should be
considered as suggested amounts only. RUS
recommends that you consider analyzing your actual
needs in detail before you obtain coverage in a
specific amount.
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(2)

(3)

(4)

(5)

Workers’ Compensation - In accordance with
appropriate State laws.

Position Fidelity Bond(s) - All positions occupied

by persons entrusted with the receipt and/or
disbursement of funds must be bonded. As a good
business practice you will probably wish to have
each position bonded in an amount equal to the
maximum amount of funds to be under the control of
that position at any one time. The minimum coverage
acceptable to RUS will be for each position to be
bonded for an amount at least equal to one annual
inetallment on your loan(s). Form FmHA 440-24,
"Position Fidelity Bond," may be used.

National Flood Insurance - In addition to meeting
the requirements for the type of assistance
requested, the following requirements must be met
for financial assistance for acquisition and/or
construction in designated special flood or mudslide
prone areas:

(a} If flood insurance is available, you must
purchase a flood insurance policy at the time
of loan closing.

(b) Applicants whose buildings, machinery or
equipment are to be located in a community
which has been notified as having special
flood or mudslide prone areas will not
receive financial assistance where flood
insurance is not available.

Real Property Insurance - Prior to the acceptance

of the facility from the contractor(s), you must
obtain real property insurance (fire and extended
coverage} on all above-ground structures, to include
machinery and equipment housed therein. This does
not apply to water reservoirs, standpipes, elevated
tanks or noncombustible materials used in treatment
plants, clearwells, filters and the like.

11. You are, ‘have been or may be approved to become, a recipient
of Federal financial assistance from the United States
Department of Agriculture. In the case of Paralvzed
Veterans of America, et al, Plaintiff, V. William French
Smith, et al, Defendants, United States District Court,
Central District of California, No. 79-19279 WPG, the Honorable
William P. Gray ordered the United States Department of
Agriculture to notify you that as a recipient of such
agsistance you are regquired to comply with the provisions of
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12.

Section 504 of the Rehabilitation Act of 1973, as amended (29
U.5.C. Sec. 794), even though the United States Department of
Agriculture has not yet issu=d final regulations implementing
Section 504 of the Rehabilitation Act.

Section 504 of the Rehabilitation Act is designed to assure
that those who receive Federal financial assistance will not
discriminate against handicapped persons. It provides in
relevant part as follows:

"No otherwise gualified handicapped individual in the United
States. . . shall, solely by reason of his handicap, be
excluded from the participation in, be denied the benefits of,
or be subjected to discrimination under any program or
activity receiving Federal financial assistance.”

Effective June 3, 1977, the Department of Health and Human
Services issued flnal regulatlons implementing Section 504 as
it applies to recipients of Federal financial assistance from
that agency (45 C.F.R. Part 84). You may look to the HHS
regulation for guidance as to your obligation under Section
504 of the Rehabilitation Act.

Contract Documents, Final Plans and Specifications:

a. The contract documents should comsist of the following:

(1) FmHA Instruction 1942-A, Guide 19, "Agreement,
and Attachments 1-9 (Attachment No. 4) or other
agreement approved by RUS.

(2) FmHA Supplemental General Conditions (Guide 18,
4-6-92 Revised WV). One copy of this item is
attached hereto (Attachment No. 6). Additiocnal
copies must be reproduced by the engineer.

(3) Labor Standards Provisions - Title 29, Subtitle A,
Part 5, Section 5.5, Contract Provisions and Related
Matters. One copy of this item is attached hereto
{Attachment No, 12). Additional copies must be
reproduced by the engineer.

b. The Contract documents must provide, as a minimum, the
following insurance:

(1) Liability Insurance -~ Personal Liability -
$500,000; Property Damage - $200,000-3200,000. (This
coverage must include indemnification of the
PSD and its engineer.} FmHA Guide 18 suggests
certain limits of liability for insurance coverage.
Those limits should be considered as minimum
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requirements only. It is recommended you consider
increasing the given limits of liability after
analyzing your suecific needs.

(2) Builder’s Rigk Infurance - On all structures and
mechanical and electrical equipment in place or
stored on the site to the full insurable wvalue
thereof.

{3) Workers’' Compensation - In accordance with
applicable State laws.

c. 'The contract documents and final plans and
specifications must be submitted to RUS for approval.

d. The project must be designed in compliance with Section
504 of the Rehabilitation Act of 1973.

Interim Financing - Interim financing will be used for the
RUS loan if it is available at reasonable rates and terms.
You must provide RUS with a copy of the tentative agreement
reached in connection with interim financing. The enclosed
Sample Credit Agreement (Attachment No. 11) is an acceptable
agreement and may be used.

Disbursement of Funds - The RUS funds will be advanced as
they are needed in the amount (s) necessary to cover RUS’s
proportionate share of any disbursements required of your
PSD, over 30 day periods. Any funds not disbursed
immediately upon receipt must be deposited in an interest
bearing account in accordance with OMB Circular A-133.
Interest earned on these funds must be remitted promptly, at
least quarterly, to the Rural Utilities Service. The

PSD must assure that all project funds are expended

only for the eligible items included in the final project
budget or as may be later approved by RUS.

Other Grants - Prior to advertisement for construction bids,
you must provide evidence showing the approval of the other
grants. This evidence should include a copy of the grant
award. Prior to award of the contract(s) to the

- contractor(s), you must provide evidence that the "other"

grant funds are available for expenditure. This evidence
should consist of at least a letter from the grantor stating
the funds are available for expenditure.

At a properly called meeting, you must adopt and properly
execute the following forms, and minutes showing the adoption
must be provided:

Form FmHA 442-7 - "Operating Budget"
Form FmHA 1940-1 - "Request for Obligation of Funds"
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Form FmHA 1942-31 -~ "Association Water or Sewer System Grant

Agreement™”
Ferm FmHA 1942-47 - "Loan Resolution -- (Public Bodies)}"
Form FmHA 400-1 - "Egqual Opportunity Agreement”
Form FmHA 400-4 - "Assurance Agreement™"
Form AD 1047 - "Certification Regarding Debarment - Primary"
Form AD 1049 - "Certification Regarding Drug-Free Workplace"

Form FmHA 1910-11 - "Applicant Certification, Federal
Collection Policies®

FmHA Instruction 1940-Q, Exhibit A-1, "Certification for
Contracts, Grants and Loanag"

17. The enclosed Loan Processing Checklist (Attachment No. 2)
outlines the items needed to complete the loan and grant
docket. All the items listed must be included in the loan
and grant docket when it is forwarded to the USDA - Rural
Development State Office with a request for loan closing
instructions to be issued.

18. Upon receipt of the loan and grant docket, which contains
all the items required above, RUS may authorize you to
advertise the project for construction bids. Such
advertisement must be in accordance with appropriate State
statutes. Immediately after bid opening you must provide RUS
with (a} a bid tabulation, (b) recommendations from you and
your engineer as to the acceptability of the bids received,
and (c) yocur recommendations for contract awards. If all
parties then agree the construction bids received are
acceptable, it is determined that adequate funds are available
to cover the total facility costs, and that all the
administrative conditions of loan approval have been
satisfied, loan c¢losing instructions will be issued. The
closing instructions, a copy of which will be forwarded to
you, will set forth any further requirements that must be met
before the loan can be closed. When all parties agree that
the closing requirements can be met, a mutually acceptable
date for the lcan closing will be scheduled.

Attached is a copy of Form FmHA 1942-31, "Association Water and
Sewer System Grant Agreement," for your review. You will be
required to execute a completed form at the time of grant closing.

Any applicant contribution shall be considered as the first funds
expended. After providing for all authorized costs, any remaining
RUS project funds will be considered to be RUS grant funds and
refunded to RUS. If the amount of unused RUS project funds exceeds
the RUS grant, that part would be RUS loan funds.

In accordance with the intent of Congress as expressed in the FY
1997 Appropriations Act, recipients of Water and Waste assistance
provided by the Rural Utilities Service are encouraged, in
expending the assistance, to purchase only American-made equipment
and precducts.
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We believe the information herein clearly sets forth the actions
which must be taken; however, if you have any questions, please do
not hesitate to contact me.

Plezse complete and return the enclosed Form FmlA 1942-46, "Letter
of Intent to Meet Conditions," if you desire further consmideration
be given your applicatiomn.

If the conditions set forth in this letter are not met within six
(6) months from the date hereof, RUS reserves the right to
discontinue processing of the application. In the event the
project has not advanced to the point of loan closing within the
six-month period and it is determined the authority still wishes to
proceed, it will be necessary that the proposed budget be reviewed
again in detail. If during that review, it is determined the
budget is no longer current and/or adequateée, RUS reserves the right
to require that it be revised or replaced.

Sincerely yours,

-

BOBBY LEWIS
State Director

Enclosures
cc: Administrator, RUS Thomas N. Whittier
ATTN: Water and Waste Spencer, WV
Disposal Divieion v//’
Washington, DC Bond Counsel
Rural Development Specialist James B. Hildreth
Parkersburg, WV Boyles and Hildreth

Spencer, WV

Accountant




Attachment No. 1 to Letter of Conditions
Dated: Fpebruary 7, 1997
For: Clay-Roane Public Service District

Project Planning Factors

The Project Planning Factors are found on Page 2 of this
attachment.
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Rateg Minimum Charge

Available for general No bill shall be rendered for

domestic, commercial less than the following amounts

and industrial service. according to the size of meter
installed.

First 3,000 gals.
Next 3,000 gals.
Next 4,000 gals.
Over 10,000 gals.

$7.30 per M gals.
$7.10 per M gals.
$6.90 per M gals.
$6.70 per M gals.

@
@
@
@
5/8" x 3/4" meter - $ 21.90 per month
3/4" meter - § 32.85 per month
1" meter - $ 54 .75 per month
1 1/2" meter - § 109.50 per month
2" meter - § 175.20 per month
3" meter - § 328.50 per month
4" meter - $§ 547.50 per month
6" meter - $1,095.00 per month
8" meter - $1,752.00 per month

(Minimum Monthly Bill $21.90 for 3,000 gallons)
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Delaved Payment Penalty

The above tariff ie net. On all accounts not paid in full within
twenty (20) days of date of bill, ten percent (10%) will be added
to net amount shown.

If any bill is not paid within sixty (60) days after date, water
service to the customer will be discontinued. Water service will
not be restored until all past due water bills have been paid in

full and all accrued penalties plus a reconnection charge have been
paid.

Connection Charge
Prior to Construction - $100.00

aAfter the start of construction, there shall be a charge of $250.00
for connection to the system.

Reconnection Charge
$20.00

se_and Income Analysis

160 users @ 3,000 gallons @ $§ 21.90 per user = $3,504.00 monthly
31 users @ 4,000 gallons @ $§ 29.00 per user = § 899.00 monthly
23 users @ 5,000 gallons @ $§ 36.10 per user = § 830.30 monthly
13 users @ 6,000 gallong @ $ 43.20 per user = § 561.60 monthly

5 users @ 7,000 gallons @ $ 50.10 per user = § 250.50 monthly
4 users @ 8,000 gallons @ $§ 57.00 per user = § 228.00 monthly
2 users @ 9,000 gallons @ $ 63.90 per user = § 127.80 monthly
1 user @ 10,000 gallons @ § 70.80 per user = § 70.80 monthly
1 ugser @ 50,000 gallons @ $338.80 per user = § 338.80 monthly

Total $6,810.80 monthly x 12 = §81,729.60 annually
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Budget
Income $81,729.60
Expenses

O &M 558,000

Debt Service 19,836

Reserve 1,984

$79,820.00

Balance and Depreciation $ 1,909.60

Operating and Maintenance ExXpenses

Purchased Water 525,900
Salaries and Benefits 8,000
Power and Pumping 5,800
Maintenance and Repair 4,000
Insurance, Feeg, Taxes 2,300
Office Supplies 2,500
Accounting and Collection 7,000
Transportation 1,500
Miscellaneous 1,000

TOTAL 558,000




Attachment No. 2 to Letter of Conditions
Dated: February 7, 1997 .
For: Clay-Roane Public Service District

UNITED STATES DEPARTMENT OF AGRICULTURE
RURAY: UTILITIES SERVICE
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FmAA Instruction 1942-A

I

§1942,19 Information Pertaining to Preparation of Notes or Bonds and
Bond Transcript Documents for Public Body Applicants.

it
(a) General. This section includes information for use by public body
applicants in the preparation and issuance of evidence of debt (bonds,
notes, or debt instruments, herein referred to as bonds)., This
section is made available to applicants as appropriate for application
processing and loaa docket preparation.

(b) Policies related to use of bond counsel. Preparation of the bonds
and the bond transcript documents will be the responsibility of the
applicant. Public body applicants will obtain the services and opinion
of recognized bond counsel with respect to the validity of a bond issue,
except as provided in (b){1) through (3) beléw. The applicant normally
will be represented by a local attorney who will obtain the assistance

of & recognized bond counsel firm which has experience in municipal
fingancing with such investors as investment dealers, banks, and insurance
companies.

(1) Issues of $250,000 or less. At the option of the applicant

for issues of $250,000 or less, bond counsel may be used for the
issuance of a final opinion only and not for the preparation of

the bond transcript and other documents when the applicant, FmHA,
and bond counsel have agreed in advance as to the method of pre-
paration of the bond transcript documents. Under such circumstances
the applicant will be responsible for the preparation of the bond
transcript documents.

{

(2) Issues of $50,000 or less. At the option of the applicant and
with the prior approval of the FmHA State Director, the
applicant need not use bond counsel if:

(i) The ezmount of the issue does not exceed $50,000 and

the applicant recognizes and accepts the fact that processing
the application may require additional legal and
administrative time.

(ii) There is a significant cost saving to the applicant
particularly with reference to total legal fees after deter~
mining what bond counsel would charge as compared with what
the local attorney will charge without bond counsel,

{(iii) The local attornmey is able and experienced in handling
this type of legal work.

(iv) The applicant understands that, if it is required by
FmHA to refinance its loan pursuant to the statutory re-

financing requirements, it will probably have to obtain
at its expense & bond counsel's opinion at that time,

4 o
N
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§1942.19 (b) (2) (com.)

(c)

(v) All bonds will be prepared in accordance with this
regulation and will conform as nearly as possible to Lhe
preferred methods of preparation stated in paragraph (e)
of this section but still be consistent with State law,

(vi) Many matters necessary to comply with FmHA requirements
such as land rights, easements, and organizational documents
will be handled by the applicant's local attorney. Specific
closing instructions will be issued by the Office of the
General Counsel of the U. S. Department of Agriculture for
the guidance of FmHA, ) '

(3) For loans of less than $500,000, The applicant shall not be
required to use bond counsel in a straight mortgage—note situation
where competitive bidding is not required for the sale of the debt
instrument, unless a complicated financial situation exists with
the applicant. 1In addition, if there is a known backlog in a
particular OGC regional office the applicant will be advised of
such backlog and it will be suggested to the applicant that the
appointment of bond counsel may be more expeditious., However,

it will be the decision of the applicant whether or not to appoint

bond counsel, The applicant must comply with (b)(2)(iii
through (vi) of this section.

Bond transcript documents. Any questions with respect to FmHA

requirements should be discussed with the FmHA representatives. The
bond counsel {or local counsel where no bond counsel is involved) is
required to furnish at least two complete sets of the following to the
applicant, who will furnish one complete set to FmHA: -

(1) Copies of all organmizational documents.
(2} Ccopies of general incumbency certificate.

(3) Certified copies of minutes or excerpts therefrom of all
meetings of the applicant's governing body at which action was
taken in connection with the authorization and issuance of the

bonds.

(4) Certified copies of documents evidencing that the applicamt
has complied fully with all statutory requirements incident to
calling and holding of a favorable bond election, if such an
election is nmecessary in connection with bond issuance.

(5) Certified copies of the resolutions or ordinances or other
documents, such as the bond authorizing resolutions or ordinance
and any resolution establishing rates and regulating the use of
the improvement, if such documents are not included in the minutes

furnished.
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(6) Copies of official Notice of Sale and affidavit of publication
of Notice of Sale where a public sale is required by State statute.

(7) Specimen bond, with any attached coupons,
(8) Attornmey's no-litigation certificate.

(9) Certified copies of resolutions or other documents pertaining
to the bond award.

(10) Any additional or supporting documents required by bond
counsel,

(11) For loans involving multiple advances of FmHA loan funds a
preliminary approving opinion of bond counsel (or local counsel

if no bond counsel is involved) if a firal unqualified opinion
cannot be obtained until all funds are advanced. The preliminary
opinion for the entire issue shall be delivered on or before the
first advance of loan funds and state that the applicant has the
legal authority to issue the bonds, comstruct, operate and maintain
the facility, and repay the loan subject only to changes during

the advance of funds such as litigation resulting from the failure
to advance loan funds, and receipt of closing certificates,

(12) Preliminary approving opinion, if any, and final unqualified
approving opinion of recognized bond counsel {or local counsel if
no bond counsel is involved) including opinion regarding interest
on bonds being exempt from Federal and any State income taxes,

On approval of the Administrator, a final opinion may be qualified
to the extent that litigation is pending relating to Indian claims
that may affect title to land or validity of the obligation. It

is permissible for such opinions to contain language referring to
the last sentence of Section 306 (a)(l) or to Section 309A (h)

of the Consolidated Farm and Rural Development Act [7 U.S.C. 1926
(a)(1) or 1929a (h)], and providing that if the bonds evidencing
the indebtedness in question are acquired by the Federal Government
and sold on an insured basis from the Agriculture Credit Insurance
Fund, or the Rural Development Insurance Fund, the interest on such
bonds will be included in gross income for the purpose of the
Federal income tax statutes,

99

\, (2-6-B5, PN 956)



FmHA Instructiom 1942-A
§1942.19 (Con.) .

(d) Interim financing from commercial sources during construction period .
for loans of $50,000 or more. 1In all cases where it 1s possible for e
funds to be borrowed at current market interest rates on an interim

basis from commercial sources, such interim financing will be obtained

so as to preclude the necessity for multiple advances of FmHA funds,

(e) Permanent instruments for FmHA loans to repay interim commercial
financing. FmHA loans will be evidenced by the following types of
instruments chosen in accordance with the following order of preference:

(1) First preference ~ Form FmHA 440~22, "Promissory Note (Asso-
ciation or OrganizatioﬁXE:' If legally permissible use Form
FmHA 440-22 for insured loaas.

(2) Second preference - single instruments with amortized
ingtallments. If Form FuHA 440-22 is not legally permissible,
use a single instrument providing for awmortized installments.
Show the full amount of the loan on the face of the document

and provide for entering the date and amount of each FmHA
advance on the reverse thereof or on an attachment to the
instrument, Form FmHA 440~22 should be followed to the extent
possible, When principal payment is deferred, no attempt should
be made to compute in dollar terms the smount of interest due on
these installment dates. Rather the instrument should provide
that "interest only" is due on these dates. The appropriate
amortized installment computed as follows will be shown due on
the installmeat dates thereafter.

(i) Annual payments - Subtract the due date of the last
annual interest only installment from the due date of the
final installment to determine the number of annual paymeats
applicable. When there are no interest only installmeats,
the number of annual payments will equal the number of years
over which the loan is amortized. Then multiply the amount
of the note by the applicable amortization factor shown in
FmHA Amortization Tables and round to the next higher
dollar. Example of Computation of Annual Payment:

Date of Loan Closing: 7=-5-1976
Amount of Loan: $100,000.00
Interest Rate: 5%
Amortization Period: 40 years
Interest Ounly Installments: 7-5-1977 and
7-5-1978
First Regular Installment: 7-5~1979
Final Installment: 7-5-2016

100
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1

Computation: 2016-1978=
\, 38 annual payments
$100,000.00 x .05929 = $5,929.00 annual

payment due

(ii) Semiannual payments - Multiply by two the number of
years between the due date of the last annual interest only
installment and the due date of the final installment to
determine the correct number of semiannual periods applicable.
When there are no interest only installments, multiply by

two the number of years over which the loan is amortized.
Then multiply the amount of the mote by the applicable
amortization factor shown in FmHA Amortization Tables and
round to the next higher dollar,

Example of Computation of Semiannual Payment:

Date of Loan Closing: 7-5-1976

Amount of Loan: $100,000,00

Interest Rate: 5%

Amortization Period:; 40 years

Interest Only Instellments: 7=-5=1977 and

: 7-5-1978

First Regular Installment: 7-5-1979

Final Installment: 7-5-2016

Computation: 2016 - 1978 = 38 x 2 =
76 semiannual periods

. $100,000.00 x .02952 = $2,952,00 semiannual

payment due

(iii) Monthly payments = Multiply by twelve the number of
years between the due date of the last annual interest only
installment and the final installment to determine the number
of monthly payments applicable. When there are no interest
only installments, multiply by twelve the number of years over
which the loan is amortized. Then multiply the amount of the
note by the applicable amortization factor shown in FmHA
Amortigation Tables and round to the next higher dollar.

Example of Computation of Monthly Payment:

\

} Date of Loan Closing: 7-5-1976

i Amount of the Loan: $100,000,00

| Interest Rate: 5%

| Amortization Period: 40 years

| Interest Only Installments: 7-5-1977 and
7-5-1978

|
|
|
i
@
|
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First Regular Installment: 7=5-1979 Q
Final Installment: 7~5-2016
Computation: 2016 - 1978 =

38 x 12 = 456 monthly payments
$100,000,00 x .00491 = $491,00 monthly
payment due

(3) Third preference — single instrument with installments

of principal plus interest. Lf a single instrument with amortized
installments is not legally permissible, use a single instrument
providing for installments of principal plus interest accrued

on the unmatured principal balance, The principal should be in

an amount best adapted to making principal retirement and interest
payments which closely approximate equal installments of combined
interest and principal as required by the first two preferences.

(i) The repayment terms concerning interest omly instal lments
described in paragraph (e)(2) of this section, "Second
perference" applies.

(ii) The instrument shall contain in substance the following
provisions:

(A) A statement of principal maturities and due dates.

(B) Payments made on indebtedness evidenced by this
jnstrument shall be applied to the interest due through
the next installment due date and the balance to
prinicpal in accordance with the terms of the bond.
Payments on delinquent accounts will be applied in the
following sequence:

(1) billed delinquent interest,
(2) past due interest installments,
(3) past due principal installments,
(4) " interest installment due, and
(5) principal installment due.
Extra payments and payments made from security depleting

sources shall be applied to the principal last to come
due or as specified in the bond instrument.
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(4) FPourth preference -~ serial bonds with installments of primcipal

plus interest. If instruments described under the first, second,
and third preferences are not legally permissible, use serial bonds
with a bond or bonds delivered in the amount of each advance. Bonds
will be delivered in the order of their numbers. Such bonds will
conform with the minimum requirements of paragraph (h) of this
section. Rules for application of payments on serial bouds will be
the same as those for principal installment single bonds as set out
in the preceding paragraph (e)(3) of this section,

(£f) Multiple advances of FmHA funds using permanent instruments. Where
interim financing from commercial sources is mot available, FuHA loan
proceads will be disbursed on an "as needed by borrower” basis in amounts
not to exceed the amount needed duriag 30-day periods.

(g) Multiple advances of FmHA funds using temporary debt instrument.
When none of the instruments described in paragraph (e) of this section

are legally permissible or practical, a bond anticipation mote or similar
temporary debt instrument may be used., The debt instrument will provide
for multiple advance of FmHA loan funds and will be for the full amount
of the FmHA loan. The instrument will be prepared by bond comsel {or
local counsel if bond cowmsel is not involved and approved by the State
Director and OGC. At the same time FmHA delivers the last advance, the
borrower will deliver the permanent bond imnstrument and the canceled
temporary instrument will be returned to the borrower. The approved debt
. instrument will show at least the following:

{1) The date from which each advance will bear interest.
(2) The interest rate.

(3) A payment schedule providing for interest on outstanding
principal at least annually.

(4) A maturity date which shall be no earlier then the anticipated
issuance date of the permanent instrument(s).

(h) Minimum bond specifications., The provisions of this paragraph are
minimum specificatioms only, and must be followed to the extent legally
permissible.

{1) Type and denominations, Bond resolutious or ordinmances will
provida that the Instrument(s) be either a bond representing the
total amount of the indebtedness or serial bonds in denominations
customarily accepted in municipal financing {(ordinarily in multiples
of not less than $1000). Single bonds may provide for repayment of

103
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§1942.19 (h) (1) {(Comn.)

principal plus interest or amortized installments; amortized
ingtallments are preferable from the standpoint of FmHA. Coupon
bonds will not be used unless required by State statute.

(1) To compute the value of each coupon when the bond
denomination is consistent:

{A) Multiply the smount of the loan or advance by the
interest rate and divide the product by 365 days.

(B) Multiply the daily accrual factor determined in (A4)
by the number of days from the date of advance or last
installment date to the next installment date.

(C) Divide the interest computed in (B) by the number of
bonds securing the adwance; this is the individual coupon
amotmt.

{11) To compute the value of each coupon when the bond
denomination varies:

(A) Multiply the denomination of the bond by the interest
rate and divide the product by 365 days.

(B) Multiply the daily accrual factor determined in (A)
by the number of days from the date of advance or last
installment date to the next installment due date; this 1s
the individual coupon amount,

(2) Bond registration. Bonds will contain provisions permitting
registration as to both principal and Interest., Bonds purchased by
FrHA will be registered in the name of "United States of America,
Farmers Home Administration,” and will remain so registered at all
time while the bonds are held or Insured by the United States. The
address of FmHA for registration purposes will be that of the
appropriate FmHA State Office. (Revised 3-1-88, SPECIAL PH.)

(3) Size and quality. Size of bonds and coupons should conform to
standard practice. Paper must be of sufficient quality to prevent
deterioration through ordinary handling over the life of the loan.

(4) Date of bond. Bonds will preferably be dated as of the day of
delivery, however, may be dated another date at the option of the
borrower and subject to approval by FmHA. TIf the date of delivery
is other than the date of the bond, tha date of delivery will be
stated in the bond. In all cases, interest will accrue from the
date of deliwvery of the fimds.
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l FuHA Instruction 1942-A

§1942.19 (n) {Con.)

(5) Payment date. Loan payments will be scheduled to coincide with
income availability and be in accordance with State law, If
consistent with the foregoing, monthly payments will be requirad and
will be enumerated in the bond, other evidence of indebtedness, or
other supplemental agreement. However, if State law only permits
principal plus interest (P&I) type bonds, annual or seminannual
payxrents will be used. Insofar as practical monthly payments will
be scheduled ome full month following the date of loan closing; or
semiannual or annual payments wi{ll be scheduled six or twelve full
months respectively, following the date of loan closing or any
deferment period. DNue dates falliing on the 29th, 30th or 31st day
of the month will be avoided. (Revised 06-26~91, PN 168.)

(6) Place of payment. Payments on bonds purchased by FmHA should
be submitted to the FmHA District Office by the borrower. The
District Office will then remit the payments to the Finance Office
or deposit them in a Treasury General Account ia accordance with
Subpart B of Part 1951 of this chapter.

(7) Redemptions. Bonds should contain customary redemption

. provisions; subject, however, to unlimited right of redemption
without premium of any bonds held by FmHA except to the extent
limited by the provisions under the "Third Preference” and “Fourth
Preference" in paragraph (e) of this section.

(8) Additional rsvenue bonds. Parity bonds may be issued to
complete the project. Otherwise, parity bonds may not be 1ssued
unless the net revenues (that is, unless otherwise defined by the
State statute, gross revenues less essential operation and
maintenance expense) for the fiscal year preceding the year in which
such parity bonds are to be issued, were 120 percent of the average
annual debt service requirements on all bonds then outstanding and
those to be issued; provided, that this limitation may be waived or
modified by the written consent of bondholders representing 75
percent of the then outstanding principal indebtedness. Junior and
subordinate bonds may be {ssued in accordance with the loan
agreement,

(9) Scheduling of FuHA payments when joint financing is involved.
In all cases in which FmHA 1s participating with another lenmder in
the joint financing of the project to supply funds required by one
applicant, the FmHA payments of principal and interest should
approximate amortized installments.

(10) Precautions. The following types of pravisions in debt
. instruments should be avoided.
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FmHA Instruction 1942-4
§1942.19 (h)(10) (Com.)

(11)

when

(1) Provisions for the holder to manually post each payment to
the instrument.

(11) Provisions for returning the permanent or temporary debt
instrument to the borrower im order that it, rather than FmHA,
may post the date and amount of each advance or repayment on
the instrument.

(i11) Defeasance provisions in loan or bond resolutions. When
a bond issue is defeated, a new issue is sold which supersedes
the contractual provisions of the prior issue, including the
refinancing requirement and any lien on revenues. Since
defeasance in effect precludes FmHA from requiring graduation
before the final maturity date, it represents a violation of
the statutory refinancing requirement, therefors it is
disallowed. (Revised 05-03-89, SPECIAL PN.)

(iv) Provisioas that amend covenants contained in Forms
FuHA 1942-47, “"Loan Resolutiom (Public Bodies),” or

FmHA 1942-9, “Loan Resolution Security Agreement,”
(Revised 06-26-91, PN 163.)

Multiple Loan Instruments. The following will be adhered to
preparing debt instruments:

(1) When more tham one loan type is used in financing a
project, each type of loan will be evidenced by a separate debt
instrument or series of debt instruments.

(i11) Loan funds obligated in different fiscal years and those
obligated with different interest rates or terms in the same
fiscal year will be evidenced by separate debt instruments.

(111) Loan funds obligated for the same loan type in the same
fiscal year at the same interest rate and tarm may be combined
fn the same debt instrument; provided the borrower has been
notified on Form FmHA 1940-1, "Request for Obligatiom of
Funds,” of the action.

(1) Bidding by FmHA. Bonds offered for public sale shall be offered in

accordance with State law, in such a manner to encourage public biddimg.
FoHA will not submit a bid at the advertised sale unless required by

State law,

nor will reference to FmHA's rates and terms be included. If

no acceptable bid is receivad, FmHA will negotiate the purchase of the

bonds,

106
(Revision 3)




USDA RURAL Federal Building, Room 320
. ’ ﬁ UTILITIES 75 High Street
SERVICE Morgantown, WV 26505-7500
TELEPHONE: (304) 291.-479%6
United States FAX: (304) 291-4032
Department of TTY/TDD: (304) 284-5941
Agriculture
Aural Development August 18, 1997

Valley Fork, WV 25283

RE: Amendment No. 1 to
Letter of Conditions

Dear Mr. Cruikshank:

Reference is made to the Letter of Conditions issued to the
District on February 7, 1997. Due to a change in funding for the
project, it has become necessary for the District to request an
additional $90,000 of Rural Utilities Service (RUS) assistance.

This letter, with attached planning factors and enclosures,
establishes conditions which must be understood and agreed to by

you before further consideration may be given to your request. Any
further changes in project cost, source of funds, scope of

services, or any other significant changes in the project or
applicant must be reported to and approved by the Rural Utilities X
Service (RUS} by written amendment to this letter. Any changes not
approved by RUS shall be cause for discontinuing processing of the
application.

This letter is not to be considered as loan or grant approval or as
representation to the availability of funds. The docket may be
completed on the basis of an RUS loan of $360,000, an initial ROUS
grant of $750,000, a subsequent RUS grant of $90,000 and other
funding in the amount of $2,200,000, for a total project cost of
$3,400,000. The other funding is planned in the form of grants
from the West Virginia Infrastructure and Jobs Development Council
and the Appalachian Regional Commission.

All requirements and conditions of the February 7, 1997 Letter of
Conditions are not changed by the following requirements. They
remain applicable and must be satisfied prior to loan and grant
closing.




Page 2

Additional requirements and changes necessitated by the funding
revision include:

1. The planning factors have been amended to reflect the funding
changes. (See Attachment No. 1).

2. Public Service Commission Approval - You must obtain approval
of the project’s proposed financing arrangements from the West

Virginia Public Service Commission. Written evidence of this
approval must be provided to RUS.

3. Bond Counsel - Your bond counsel should be notified immediately
of the additional funding and requested to prepare the form of
resolution to be used. The bond counsel should proceed in
accordance with FmHA Instruction 1942-A, Appendix C.

4. In additjion to the forms required in the Letter of Conditions
dated February 7, 1997, you must, at a properly called meeting,
adopt and execute the following forms, relative to the revised
funding and provide minutes showing their adoption.

Form FmHA 1940-1 - "Request for Obligation of Funds"

Form FmHA 1942-31 - "Agsociation Water or Sewer Grant
Agreement "

Form FmHA 1942-46 - "Letter of Intent to Meet Conditions®

5. QOther Funds - Prior to award of the contract(s) to the
contractor(s), you must provide evidence that the "other" funds
are available for expenditure.

If the conditions set forth in this letter are not met within six
(6) months from the date hereof, RUS reserves the right to
discontinue processing of the request.

Please complete and return the enclosed Form FmHA 1942-46, "Letter
of Intent to Meet Conditions," 1f you desire further con91derat1on
be given your application.

We believe the information herein clearly sets forth the actions
which must be taken; however, if you have any questions, please do
not hesitate to contact me.

Sincerely yours,

State Director
Enclosures

cc: (See Page 3)




+

Page 3

cc:

Administrator, RUS

Attn: Water and Environmental
Programs Division

Washlngton, DC

Rural Development Specialist
Parkersburg, WV

Accountant

Thomas N. Whittier

'Attorney at Law

Spencer, WV

James B. Hildreth
Boyles and Hildreth
Spencer, WV

Bond CounselV///
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USDA UNITED STATES DEPARTMENT OF AGRICULTURE

RURAL DEVELOPMENT

75 High Street Federe! Bullding, Sulte 320, Morgantown, WV 26505-7500
304.284.4860 *» 1.800.295.8228 » fax 304.284.4893 » TTY/TDD 304.284.4836

l | |
|
|
|
|

August 5, 2004

RE: Amendment No. 2 to
Letter of Conditions

Dear Ms. Postalwait:

This letter, with Attachment No. 1 amends the letter of conditions dated February 7, 1997 and
the amended letter of conditions dated August 18, 1997, and further establishes conditions which
must be understood and agreed to by you before further consideration may be given to your
application. The loan and grant will be administered on behalf of the Rural Utilities Service
(RUS) by the State and Area staff of USDA, Rural Development. Any changes in project cost,
source of funds, scope of services, or any other significant changes in the project or applicant
must be reported to and approved by USDA, Rural Development by written amendment to this
letter. Any changes not approved by Rural Development shall be cause for discontinuing
processing of the application.

The docket may be completed on the basis of an initial RUS loan in the amount of $360,000, a
an initial RUS grant in the amount of $750,000, a subsequent RUS grant in the amount of
$90,000, 2 subsequent RUS grant in the amount of $370,550, and other funding in the amount of
$3,915,000, for a total project cost of $5,485,550. The other funding is planned in the form of
loans and grants from the State of West Virginia.

Subject to the requirements noted herein, all of the conditions of the February 7, 1997 letter
of conditions, as amended August 18, 1997, remain in effect and must be satisfied prior to loan
and grant closing,

Extra copies of this letter are being provided for use by your engineer, attorney, bond counsel
and accountant. The attachment listed below is attached to the copies as noted.

Enclosed are the following:

Astachment No. 1 - Project Construction Budget (All Copies)

Httg:lhvww.rurdev.usda.govfwv

USDA Rural Developmant is an Equal Opportunity Lender, Provider and Employer
Compleints of discrimination should be sent to: USDA Dirsctor, Office of Civil Rights, Washington, D.C. 20250-8410

COMMITTED TO THE FUTURE OF RURAL COMMUNITIES




The conditions referred to above are as follows:

1. The project construction budget has been amended to reflect the subsequent funding
(Attachment No. 1).

2. Bond Counsel - Your bond counsel should be provided a copy of this letter immediately.
The bond counsel should proceed in accordance with RUS Instruction 1780, Subpart D.

3. Public Service Commission Approval - You must obtain approval of the project’s
proposed financing and user rates as may result from the West Virginia Public Service
Commission. Written evidence of this approval must be provided to RUS.

4. At aproperly called meeting, you must adopt and properly execute the following
forms, and minutes showing the adoption must be provided (you must also provide us
with a copy of the minutes showing the adoption of the forms associated with the
original letter of conditions):

RUS Bulletin 1780-12 - “Water or Waste System Grant Agreement”

Form RD 442-7 - “Initial Operating Budget”
Form 1940-1 — “Request for Obligation of Funds”
Form RD 194246 - “Letter of Intent to Meet Conditions”

If the conditions set forth in this letter are not met within six (6) months from the date hereof,
RUS reserves the right to discontinue processing of the application. In the event the project has
not advanced to the point of loan closing within the six-month period and it is determined the
Public Service District still wishes to proceed, it will be necessary that the proposed budget be
reviewed again in detail. If, during that review, it is determined the budget is no longer current
and/or adequate, RUS reserves the right to require that it be revised or replaced.

We believe the information herein clearly sets forth the actions which must be taken; however, if
you have any questions, please do not hesitate to contact me.

Sincerely, -

Vo 1,
g ) ’uﬁ/’%
N.PHILLIPS ¢
State Director
Enclosures
cc: RUS Rural Development Specialist William K. Bragg, Esquire
Parkersburg, WV Goodwin & Goodwin
Charleston, WV
Teed & Associates, PLLC
Charleston, WV Boyles & Hildreth, Consulting Engineers
Spencer, WV

- Thomas N. Whittier, Esquire
Hedges, James, Whittier & Hedges



J8Bpig UORoNASU0D Pejold pasiAey

002 ‘g 18nBny :a1eQ

UISIQ SOIAIES 21qhd aueoy ABD 1104
SUOCHIPUCY JO JERS'1 O | 'ON JUSIYOENY

059's8%°'S § 000°08€$ 000'09Z $ 000’086  059°0:€$  000'CDS$ O00'00LLS 000'SLZ$ 000'000'LS IVIOL
IIINA) $ AV S8 "OINOD 103r0dd
ooo'ssz ¢ 000°662% DNIONVNIS WRFLNI
008 $ 00s$ S334 MV SIoTY
008'2 $ 00s'2$ FALLVHISININGY
000'02 $ ooo'oz $ 1S3U3INI
- ¢ 000'0e$ - lejoeds
- & 0001618 - "dsuy
- $ . 0g1'1228 - oiseq
oSL'zsy ¢ 006’02 $ 0£2'60Z $ S334 ONIMIINIONT
00S'Y. ¢ gos'y o ONLLNNODDV
0008k ¢ ooo'0b $ 000°8$ TISNNOD ANOS9
000'GlL $ 000'618 $334 VO
000°0% 8 000°01$ S1HON 2 ANV
ooo'szk oos'ezl ¢ 009'2$ ADNIONILNOD "1SNOD
evl'soy'y ¢ 00L'cB $ OPS'OVE $ 000'068 . 0SS'0/6$  O000'00SS £56'660'L$ 000'GLL$ 000998 NOLLONYISNOD
Jviol Nvol INvgD INvVED INVE® INvdo INVES INvED  NVO1 18505 193roud.
SN SNY . ENSSNY  "BNS SNy oart  "ENSOGrE oar



Avzllable for general domestic, cormercial, and industrial service.

First 2,000 gallons @ § 10.55 per M gallons
Next 4,000 gallons @ § 1020 per M gallons
Next 4,000 gallons @ $ 7.85 per M gallons
Over 10,000 gallons @ § 6.12 perM gallons

Minimum Charge
No bill shall be rendered for less than the following amounts according to the size of meter installed.

5/8°x3/4"  meter $ 21.10 permonth
- 34 meter $ 3186 permonth
1° meter $ 52.75 permonth
11/2° meter $ 10550 per month
2" meter $ 168.80 permonth
a° meter $ 318,80 permonth
4" meter $ 527.50 per month
6" meter $ 1,055.00 permonth
Minimum Monthly Bilt $ 21.10 for 2,000 gallons

Delayed Payment Penalty

The above tariff Is net. On all accounts not paid in full within twenty {20) days of date of bill, ten percent (10%) will
be added to net amount shown.

If any bill s not paid within sixty (60) days after date, water service to the customer will be discontinued. Water

service will not be restored until all past due water bills have been paid in full and all accrued penalties plus a
reconnection charge have been paid.

Connection Charge
Prior to Construction - $100.00

Afier the start of construction, there shall be a charge of $250.00 for connection to the system.

Reconnection Charge
$20.00

Use and Income Angalysis - See Attached

- Cash Flow Anglysis - See Attached
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Clay Roane Public Service District
OPERATING BUDGET

OPERATING INCOME
Metered Sales
TOTAL OPERATING INCOME

NON OPERATING INCOME
Interest Income
TOTAL NON OPERATING INCOME

TOTAL INCOME
EXPENSES
oO&M
TOTAL EXPENSES
INCOME AVAILABLE FOR DfS
DEBT SERVICE
Proposed Bond P & | - RUS

Proposed Bond P & | - lUDC
TOTAL DEBT SERVICE

DEBT SERVICE RESERVE

Debt Service Reserve ~ Proposed RUS
Debt Service Reserve - Proposed |JDC

TOTAL DEBT SERVICE RESERVE
SURPLUS (DEFICIT)

DEBT COVERAGE (A/B)

$118,200

$ 65,000

$ 19,836
$ 26,316

$ 1,984
$ 2832

118,200

-

118,200

65,000

53,200

46,152

4,616

2,432

115%



CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS,

SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUND) AND
SERIES 2004 B (UNITED STATES DEPARTMENT OF AGRICULTURE)

Subject

Section 1.01
Section 1.02
Section 1.03
Section 1.04

Section 2.01

BOND RESOLUTION
Table of Contents
Page

ARTICLE I
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Authority for this ReSOIUHON.....ccceererreersnseriassessassssssesasssncssssnessessssnssreonsss 1
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Bond Legislation Constitutes COntIact .......ccusrssserisussiscsssssosssessessssssesesses 4

DEfINILIONS ... .cceereerrerenserenssenesssosersesnsssnssssssessessassasassrsssossassessasssssasssssssassons 4
ARTICLE IT

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION

OF THE PROJECT AND THE REFUNDING OF THE
SERIES 2001A BOND

Authorization of Acquisition and Construction of the Project and
the Refunding of the Series 2001 A Bond........cvccroriscscssosssnseesseseassons 11

ARTICLE III

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

Section 3.01
Section 3.02
Section 3.03
Section 3.04
Section 3.05
Section 3.06
Section 3.07
Section 3.08

Section 3.09

AGREEMENT

Authorization Of BORAS ......ccccvciiicicnierrensnisssissssssnosssseossisesssossessossosnonses 12
Terms Of BONAS c..vcviveirinisrensisncssssesisssorsssssscssmssismensssnsnssresnsssssssvessssssnss 12
Exectution Of BODAS .....ccorveeenrirecrmiciinmsnssirsnsississssssssssimssssisssssssssessssses 13
Bond Registrar; Authentication and RegiStration .......c.oeeeecsesecesessnecsseas 13
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Bonds Mutilated, Destroyed, Stolen or LOSt ...verreversricsisccssnsnsiosnnsann 15
Bonds not to be Indebtedness of the ISSUET .......occevvercnncissnssenoressnsressnses 15
Bonds Secured by Pledge of Net Revenues; Lien Posifion

with respect to Prior Bonds ... 15
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Section 3.10

Section 3.11

Section 3.12
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Section 5.02
Section 5.03
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FORM OF SERIES 2004 A BOND......c.cconeneinrerinsessassecsssssenmsasnsasasess 16

FORM OF SERIES 2004 B BOND ....ccoconivmtronertosssesssessasessonses 24

Sale of Bonds; Approval and Ratification of Execution
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Filing of Amended Schedule........ocucommierensimensssessorsossessssssrsssssssssonsesenses 31
ARTICLE IV
[RESERVED......ccccuirericsincscrerscssssorsrsssorssssasassasss 31
ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION
THEREOF

Establishment of Funds and Accounts with Depository Bank................. 31

Establishment of Funds and Accounts with COmMMISSION....ceerersersrrssose 31
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CLAY-ROANE PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE REFUNDING OF THE
WATER REVENUE BOND, SERIES 2001 A (WEST VIRGINIA
INFRASTRUCTURE FUND), OF CLAY-ROANE PUBLIC
SERVICE DISTRICT AND THE ACQUISITION AND
CONSTRUCTION OF CERTAIN IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING PUBLIC WATER FACILITIES
OF CLAY-ROANE PUBLIC SERVICE DISTRICT AND THE
FINANCING OF THE COST THEREOF, NOT OTHERWISE
PROVIDED, THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN $1,000,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND), AND NOT
MORE THAN $360,000 IN AGGREGATE PRINCIPAL AMOUNT
OF WATER REVENUE BONDS, SERIES 2004 B (UNITED
STATES DEPARTMENT OF AGRICULTURE); PROVIDINGFOR
THE RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING THE LOAN
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 CLAY-ROANE
PUBLIC SERVICE DISTRICT:

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

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

A, Clay-Roane Public Service District {the “Issuer”) is a public service district,
public corporation and political subdivision of the State of West Virginia in Clay and Roane
Counties of said State,




B. The Issuer presently owns and operates a public water system. However,
it is deemed necessary and desirable for the health and welfare of the inhabitants of the Issuer that
there be acquired and constructed certain improvements and extensions to the existing public water
facilities of the Issuer, consisting of approximately 153,000 linear feet of 8-inch, 6-inch, and 2-inch
waterlines, two water storage tanks and one pressure reducing station to serve approximately 260
potential customers, together with all appurtenant facilities (the “Project™), which constitute public
service properties for the diversion, development, pumping, impounding, treatment, storage,
distribution or furnishing of water to or for the public for industrial, public, private or other uses, in
accordance with the plans and specifications prepared by the Boyles and Hildreth, Consulting
Engineers, Inc. which plans and specifications have heretofore been filed with the Issuer.

C. The Issuer has heretofore issued its Water Revenue Bond, Series 2001 A
(West Virginia Infrastructure Fund), dated September 27, 2001, in the original principal amount of
$295,000 (the “Series 2001 A Bond™), to temporarily finance a portion of the costs of the acquisition
of the assets and liabilities of Procious Public Service District. The Series 2001 A Bond is secured
by a first lien on the proceeds of any revenue bonds, refunding bonds or other obligations of the
Issuer, issued subsequent to the issuance of the Series 2001 A Bond. The Issuer hereby determines
that it is in its best interest to pay the entire outstanding principal of and all interest and
administrative fees on the Series 2001 A Bond in full with proceeds of the Series 2004 A Bonds
(hereinafter defined) on the date of issuance thereof.

D. The Issuer intends to permanently finance a portion of the costs of acquisition
and construction of the Project and the refunding of the Series 2001 A Bond through the issuance of
its revenue bonds to the United States of America, United States Department of Agriculture, Rural
Utilities Service (the “Government™) and the West Virginia Water Development Authority (the
“Authority™), in connection with the West Virginia Infrastructure Fund administered by the
Authority pursuant to the Act.

E. It is deemed necessary for the Issuer to issue its Water Revenue Bonds in the
total aggregate principal amount of not more than $1,360,000, in two series (collectively, the
“Series 2004 Bonds™), being the Water Revenue Bonds, Series 2004 A (West Virginia Infrastructure
Fund), in the aggregate principal amount of not more than $1,000,000 (the “Series 2004 A Bonds™),
and the Water Revenue Bonds, Series 2004 B (United States Department of Agriculture), in the
aggregate principal amount of not more than $360,000 (the “Series 2004 B Bonds™), to permanently
finance a portion of the costs of acquisition and construction of the Project and to refund the Series
2001 A Bond. The remaining costs of the Project shall be fumded from the sources set forth in
Section 2.01 hereof. Such costs shall be deemed to include the cost of acquisition and construction
of any public service properties and any improvements and extensions thereto, the cost of all
property rights, easements and franchises deemed necessary or convenient therefor; interest, if any,
on the Series 2004 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 respective Reserve Account for the Series 2004 Bonds (as
hereinafter defined); the cost of refunding the Series 2001 A Bond; enginecring and legal expenses;
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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, discount, initial fees
for the services of registrars, paying agents, depositories or trustees or other costs in connection with
the sale of the Series 2004 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 2004 Bonds or the repayment of indebtedness incurred by the
Issuer for such purposes shall be deemed Costs of the Project, as hereinafter defined.

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

G. It is in the best interests of the Issuer that (i) the Series 2004 A Bonds be sold
to the Authority pursuant to the terms and provisions of a loan agreement by and between the Issuer
and the Authority, on behalf of the West Virginia Infrastructure and Jobs Development Council (the
“Council™), in form satisfactory to the respective parties (the “Loan Agreement™), approved hereby if
not previously approved by resolution of the Issuer, and (ii) the Series 2004 B Bonds be sold to the
Government pursuant to the terms and provisions of the Letter of Conditions (as hereinafter defined).

H. There are currently outstanding other obligations of the Issuer which will rank
on parity with the Series 2004 Bonds as to liens, pledge and source of and security for payment,
including (1) the Water Revenue Bond, Series 1990 of the Issuer, dated November 5, 1990 (the “1990
Bond”), issued in the original principal amount of $450,000, (2) the Water Revenue Bond (Varneytown
Project), Series 1997 of the Issuer, dated April 4, 1997 (the “1997 Bond™), issued in the original
principal amount of $40,000, and (3) the Water Revenue Bond, Series 1982 of the Procious Public
Service District, dated September 24, 1982 (the “1982 Bond™) issued in the original principal amount
0f $192,000 and heretofore assumed by the Issuer in connection with its acquisition of Procious Public
Service District. The 1990 Bond, the 1997 Bond and the 1982 Bond shall be collectively known as the
*Prior Bonds,”

The Series 2004 Bonds shall be issued on a parity with the Prior Bonds with respect
to liens, pledge and source of and security for payment and in all other respects. Prior to the issuance
of the Series 2004 Bonds, the Issuer will obtain (i) the certificate of an Independent Certified Public
Accountant stating that the coverage and parity tests of the Prior Bonds are met; and (ii) the written
consent of the Registered Owner of the Prior Bonds to the issuance of the Series 2004 Bonds on a
parity with the Prior Bonds. Following the refunding of the Series 2001 A Bond and other than the
Prior Bonds, there are no other outstanding bonds or obligations of the Issuer which are secured by
revenues and assets of the System.

L The estimated revenues to be derived in each year following completion of the
Project from the operation of the System will be sufficient to pay all Operating Expenses of the



System, the principal of and interest, if any, on the Series 2004 Bonds and the Prior Bonds and all
funds and accounts and other payments provided for herein.

J. 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, the refunding of the Series 2001 A Bond and the issuance of the
Series 2004 Bonds, or will have so complied prior to issuance of any thereof, including, among other
things and without limitation, the approval of the Project and the financing thereof by the Council
and 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 (the “PSC”) by final order, the time for rehearing and appeal of which will either have
expired prior to the issuance of the Series 2004 Bonds or such final order will not be subject to

appeal or rehearing,

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

Section 1.03. Bond Legislation Constitutes Contract. In consideration of the
acceptance of the Series 2004 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 Registered Owners, and the covenants and agreements herein set forth to be
performed by the Issuer shall be for the equal benefit, protection and security of the Registered
Owners of any and all of such Series 2004 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, collectively, Chapter 16, Article 13A and Chapter 31, Article 15A of
the Code of West Virginia, 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 2004 A Bonds, or any other
agency, board or department of the State of West Virginia that succeeds to the functions of the
Authority.

“Authorized Officer” means the Chairperson of the Governing Body of the Issuer or
any temporary Acting Chairperson duly elgcted by the Governing Body.

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




“Bond Registrar” means the Issuer, the bank or other entity to be designated as such
in this Bond Resolution or 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 Seﬁes 2004 Bonds, the Prior Bonds and any bonds
on a parity therewith subsequently authorized to be issued hereunder or by another resolution of the
Issuer.

“Chairperson” means the Chairperson of the Governing Body of the Issuer or any
temporary Acting Chairperson duly elected by the Governing Body.

“Closing Date” means the date upon which there is an exchange of the
Series 2004 Bonds for all or a portion of the proceeds of the Series 2004 Bonds.

“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 Boyles & Hildreth, Spencer, West Virginia, or any
- qualified engineer or firm of engineers, licensed by the State, that shall at any time hereafter be
procured by the Issuer as Consulting Engineers for the System or portion thereof in accordance with
Chapter 5G, Article 1 of the Code of West Virginia, 1931, as amended.

*Costs” or “Costs of the Project” means those costs described in Section 1.02E hereof
to be a part of the costs of acquisition and construction of the Project and the costs of refunding the
Series 2001 A Bonds.

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

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

 “Depreciation Fund” means the Depreciation Fund created by the Prior
Resolutions and continued by Section 5.01 hereof.

“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 servme board of the Issuer, as it may
now or hereafter be constituted.

“Government” means the United States of America, United States Department of
Agriculture, Rural Utilities Service, which is expected to be the original purchaser and Registered
Owner of the Series 2004 B Bonds. |

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

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

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

“Investment Property” means:

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

(B) any obligation,

(C) eny annuity contract,

(D) any investment-type property, or

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

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

“Issuer” means Clay-Roane Public Service District, a public service district, public
corporation and political subdivision of the State of West Virginia in Clay and Roane Counties,
West Virginia, and, unless the context clearly indicates otherwise, includes the Governing Body of
the Issuer.

“Letter of Conditions” means, collectively, the Letter of Conditions of the
Government dated February 7, 1997, as amended by Amendment No. 1 to Letter of Conditions dated
August 18, 1997, and all amendments thereto.

“Loan Agreement” means the Loan Agreement heretofore entered, or to be entered,
into by and between the Issuer and the Authority, on behalf of the Council, providing for the
purchase of the Series 2004 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
Supplemental Resolution.

“Net Proceeds” means the face amount of the Series 2004 Bonds, plus accrued
interest and premium, if any, less original issue discount, if any, and less proceeds, if any, deposited
in the Reserve Accounts. For purposes of the Private Business Use limitations set forth herein, the
term Net Proceeds shall include any amounts resulting from the investment of proceeds of the
Series 2004 Bonds, without regard to whether or not such investment is made in tax-exempt
obligations.

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

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

“Operating Expenses” means the current expenses, paid or accrued, of operation and
maintenance of the System and its facilities, and includes, without limiting the generality of the
foregoing, insurance premiums, salaries, wages and administrative expenses of the Issuer relating
and chargeable solely to the System, the accumulation of appropriate reserves for charges not
annually recurrent but which are such as may reasonably be expected to be incurred, and such other
reasonable operating costs as are normally and regularly included under recognized accounting
principles and retention of a sum not to exceed 1/6th of the budgeted Operating Expenses stated
above for the current year as working capital, and language herein requiring payment of Operating
Expenses means also retention of not to exceed such sum as working capital, provided that all
monthly amortization payments upon the Bonds and into the Reserve Accounts and the Depreciation
Fund have been made to the last monthly payment date prior to the date of such retention.



“Outstanding,” when used with reference to Bonds and as of any particular date,
describes all Bonds theretofore and thereupon being authenticated and delivered, except (i) any Bond
canceled by the Bond Registrar 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 Registered Owners, any
Bonds registered to the Issuer.

“Parity Bonds™ means additional Parity 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 2004 A Bonds in the Supplemental Resolution.

“Prior Bonds™” means, collectively, (1) the Waier Revenue Bond, Series 1990, dated
November 5, 1990, issued in the original principal amount of $450,000, (2) the Water Revenue Bond
(Vameytown Project), Series 1997, dated April 4, 1997, issued in the original principal amount of
$40,000, and (3) the Procious Public Service District, Water Revenue Bond, Series 1982, dated
September 24, 1982, issued in the original principal amount of $192,000, heretofore assumed by the
Issuer in connection with its acquisition of Procious Public Service District.

“Prior Resolutions” means, collectively, the resolutions of the Issuer adopted
November 5, 1990, April 4, 1997, and September 24, 1982, authorizing the Prior Bonds.

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

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

“PSC” means the Public Service Commission of West Virginia and any successor to
the functions thereof.

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

“Qualified Investments™ means and includes any of the following:

(a)  Government Obligations;

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

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

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

(h)  The West Virginia “consolidated fund” managed by the West Virginia

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

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

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

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

“Reserve Accounts” means, collectively,'the respective reserve accounts of the
Series 2004 Bonds and the Prior Bonds.

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

“Revenue Fund” means the Revenue Fund created by the Prior Resolutions and
continued by Section 5.01 hereof.

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

*Series 2004 Bonds” means, collectively, the Series 2004 A Bonds and the
Series 2004 B Bonds.

“Series 2004 Bonds Construction Trust Fund” means the Series 2004 Bonds
Construction Trust Fund created by Section 5.01 hereof.

“Series 2004 A Bonds” means the Water Revenue Bonds, Series 2004 A
(West Virginia Infrastructure Fund), of the Issuer, authorized by this Resolution.

“Series 2004 A Bonds Reserve Account” means the Series 2004 A Bonds Reserve
Account created by Section 5.02 hereof.

“Series 2004 A Bonds Reserve Requirement™ means, as of any date of calculation, the
maximum amount of principal and interest, if any, which will become due on the Series 2004 A
Bonds in the then current or any succeeding year.

“Series 2004 A Bonds Sinking Fund” means the Series 2004 A Bonds Sinking Fund
created by Section 5.02 hereof.

“Series 2004 B Bonds” means the Water Revenue Bonds, Series 2004 B (United
States Department of Agriculture), of the Issuer, authorized by this Resolution.

“Series 2004 B Bonds Reserve Account” means the Series 2004 B Bonds Reserve
Account created by Section 5.02 hereof,
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“Series 2004 B Bonds Reserve Requirement™ means, as of any date of calculation, the
maximum amount of principal and interest which will become due on the Series 2004 B Bonds in
‘the then current or any succeeding year,

“Series 2004 B Bonds Sinking Fund” means the Series 2004 B Bonds Sinking Fund
created by Section 5.03A(2) hereof.

“Sinking Funds” means, collectively, the respective sinking funds of the
Series 2004 Bonds and the Prior Bonds.

*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 2004 Bonds; provided, that
any matter intended by this Resolution to be included in the Supplemental Resolution with respect to
the Series 2004 Bonds, and not so included, may be included in another Supplemental Resolution.

“Surplus Revenues” means the Net Revenues not required by the Bond Legislation to
be set aside and held for the payment of or security for the Bonds or any other obligations of the
Issuer, including, without limitation, the Sinking Funds, the Reserve Accounts and the Depreciation
Fund.

*System” means the complete public service properties of the Issuer for the
diversion, development, pumping, impounding, treatment, storage, distribution or furnishing of water
to or for the public for industrial, public, private or other uses 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 the System from any sources whatsoever.

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

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

Additional terms and phrases are defined in this Resolution as they are used. Words
importing singular number shall include the plural number in each case and vice versa; words
importing persons shall include firms and - corporations; and words importing the masculine,
feminine or neutral gender shall include any other gender; and any requirement for execution or
attestation of the Bonds or any certificate or other document by the Chairperson or the Secretary shall
mean that such Bonds, certificate or other document may be executed or attested by an Acting

Chairperson or Acting Secretary.
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ARTICLET

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT AND THE REFUNDING
OF THE SERIES 2001 A BOND

Section 2.01. Authorization of Acquisition and Construction of the Project and the
Refunding of the Series 2001 A Bond. There is hereby authorized and ordered the refunding of the

Series 2001 A Bond and the acquisition and construction of the Project, at an estimated cost of
$5,485,550, in accordance with the plans and specifications which have been prepared by the
Consulting Engineers, heretofore filed in the office of the Governing Body. The proceeds of the
Series 2004. Bonds shall be applied as provided in Article VI hereof, The Issuer has received bids
and will enter into contracts for the acquisition and construction of the Project, in an amount and
otherwise compatible with the financing plan submitted to the Government, the Authority, and the
Council.

The cost of the Project, including the cost of refunding the Series 2001 A Bond, is
estimated to be $5,485,550, of which $1,000,000 will be obtained from proceeds of the Series
2004 A Bonds, $360,000 will be obtained from proceeds of the Series 2004 B Bonds, $1,210,550
will be obtained from a grant by the Government, $2,415,000 will be obtained from a grant by the
Council, and $500,000 will be obtained from a grant by the Appalachian Regional Commission. The
cost of refundirig the Series 2001 A Bond is estimated to be $295,000, which will be paid from
proceeds of the Series 2004 A Bonds.

ARTICLE I

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

Section 3.01. Authorization of Bonds. For the purposes of capitalizing interest on
the Series 2004 Bonds, funding the respective Reserve Account for the Series 2004 Bonds, paying
Costs of the Project not otherwise provided for, paying the cost of refunding the Series 2001 A Bond
and paying certain costs of issuance of the Series 2004 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 2004 Bonds of the Issuer. The Series 2004 Bonds shall be issued in two
series, each as a single bond, designated respectively as “Water Revenue Bonds, Series 2004 A
(West Virginia Infrastructure Fund),” in the principal amount of not more than $1,000,000, and
“Water Revenue Bonds, Series 2004 B (United States Department of Agriculture),” in the principal
amount of not more than $360,000, and each shall have such terms as set forth hereinafter and in the
Supplemental Resolution. The proceeds of the Series 2004 Bonds remaining after funding the
Reserve Accounts (if funded from Bond proceeds) and capitalizing interest on the
Series 2004 Bonds, if any, shall be deposited in or credited to the Series 2004 Bonds Construction
Trust Fund established by Section 5.01 hereof and applied as set forth in Article VI hereof.
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Section 3.02. Terms of Bonds. A. The Series 2004 A Bonds shall be issued in such
principal amounts; shall bear interest, if any, at such rate or rates, not exceeding the legal maximum
rate, payable quarterly on such dates; shall mature on such dates and in such amounts; and shall be
redeemable, in whole or in part, all as the Issuer shall prescribe in & Supplemental Resolution or as
specifically provided in the Loan Agreement. The Series 2004 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 2004 A Bonds, if any, shall be paid by check or draft of the
Paying Agent mailed to the Registered Owner thereof at the address as it appears on the books of the
Bond Registrar, or by such other method as shall be mutually agreeable so long as the Authority is
the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2004 A Bonds
shall be issued in the form of a single bond, fully registered to the Authority, with a record of
advances and a debt service schedule attached, representing the aggregate principal amount of the
Series 2004 A Bonds. The Series 2004 A Bonds shall be exchangeable at the option and expense of
the Registered Owner for another fully registered Bond or Bonds of the same series in aggregate
principal amount equal to the amount of said Bonds then Qutstanding and being exchanged, with
principal installments or maturities, as applicable, corresponding to the dates of payment of principal
installments of said Bonds; provided, that the Authority shall not be obligated to pay any expenses of
such exchange.

B. The Series 2004 B Bonds shall be issued in such principal amounts; shall bear
interest at such rate or rates, not exceeding the legal maximum rate, payable monthly on such dates,
shall mature on such dates and in such amounts; and shall be redeemable, in whole or in part, all as
the Issuer shall prescribe in the Supplemental Resolution or as spec:ﬁcally provided in the Series
2004 B Bonds.

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

Section 3.03. Execution of Bonds. The Series 2004 Bonds shall be executed in the
name of the Issuer by the Chairperson, and the seal of the Issuer shall be affixed thereto or imprinted
thereon and attested by the Secretary. In case any one or more of the officers who shall have signed
or sealed the Series 2004 Bonds shall cease to be such officer of the Issuer before the
Series 2004 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 2004 Bonds may be signed and
sealed on behalf of the Issuer by such person as at the actual time of the execution of such Bonds
shall hold the proper office in the Issuer, although at the date of such Bonds such person may not
have held such office or may not have been so authorized.
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Section 3.04. Bond Registrar; Authentication and Registration. A. The Bond
Registrar for the Series 2004 A Bonds shall be the bank or other entity to be designated as such in the
Supplemental Resolution and its successors and assigns. No such Bonds shall be valid or obligatory
for any purpose or entitled to any security or benefit under this Bond Legislation unless and until the
Certificate of Authentication and Registration on such Bond, substantially in the form set forth in
Section 3.10 hereof, shall have been manually executed by the Bond Registrar. Any such executed
Certificate of Authentication and Registration upon any such Bond shall be conclusive evidence that
such Bond has been authenticated, registered and delivered under this Bond Legislation. The
Certificate of Authentication and Registration on any such Bonds 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 such Bonds issued hereunder. The provisions of this paragraph relating to
authentication and registration shall not apply to the Series 2004 B Bonds.

B. The Issuer shall be the Bond Registrar for the Series 2004 B Bonds and will
keep, or cause to be kept by its agent, at its office, books for the registration and transfer of the Series
2004 B Bonds and, upon presentation for such purpose, the Bond Registrar shall, under such
reasonable regulations as it may prescribe, register the Series 2004 B Bonds initially issued pursuant
hereto and register the transfer, or cause to be registered by its agent, on such books, the transfer of
the Series 2004 B Bonds as hereinbefore provided,

The Bond Registrar shall accept the Series 2004 B Bonds for registration or transfer
only if ownership thereof'is to be registered in the name of the Government, an individual (including
joint ownership), a corporation, a partnership or a trust, and only upon receipt of the social security
number of each individual, the federal employer identification number of each corporation or
partnership or the social security numbers of the settlor and beneficiaries of each trust and the federal
employer identification number and date of each trust and the name of the trustee of each trust and/or
such other identifying number and information as may be required by law. The Series 2004 B Bonds
shall initially be fully registered as to both principal and interest in the name of the United States of
America. So long as the Series 2004 B Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be National
Finance Office, 1520 Market Street, St. Louis, Missouri 63103, or such other address as shall be
stated in writing to the Issuer by the United States of America.

Section 3.05. Negotiability, Transfer and Registration. Subject to the provisions for
transfer of registration set forth below, the Series 2004 Bonds shall be and have all of the qualities

and incidents of negotiable instruments under the Uniform Commercial Code of the State of
West Virginia, and each successive Registered Owner, in accepting the Series 2004 Bonds shall be
conclusively deemed to have agreed that such Bonds shall be and have all of the qualities and
incidents of negotiable instruments under the Uniform Commercial Code of the State of
West Virginia, and each successive Registered Owner shall further be conclusively deemed to have
agreed that such Bonds shall be incontestable in the hands of a bona fide registered owner for value.
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_ So long as the Series 2004 Bonds remain outstanding, the Issuer, through the Bond
Registrar as its agent, shall keep and maintain books for the regisu-ation and transfer of the Bonds.

The registered Series 2004 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 Series 2004 Bonds or transferring the
registered Series 2004 Bonds is exercised, all such Bonds shall be delivered in accordance with the
provisions of this Bond Legislation. All such Bonds surrendered in any such exchanges or transfers
shall forthwith be canceled by the Bond Registrar. For every such exchange or transfer of such
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 15th day of the month next preceding an interest payment date on such Bonds or,
in the case of any proposed redemption of such Bonds, next preceding the date of the selection of
Bonds to be redeemed, and ending on such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case any Series 2004
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 Registered Owner'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 o be Indebtedness of the Issuer. The Series 2004 Bonds
shall not, in any event, be or constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory provision or limitation, but shall be payable solely from the Net Revenues
derived from the operation of the System as herein provided. No Registered Owner of such Bonds
shall ever have the right to compel the exercise of the taxing power of the Issuer, if any, to pay
such Bonds or the interest, if any, thereon.

Section 3.08. Bonds Secured by Pledge of Net Revenues: Lien Position with Respect
to Prior Bonds. The payment of the debt service of the Series 2004 A Bonds and the Series 2004 B
Bonds shall be secured forthwith equally and ratably with each other by a first lien on the Net
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Revenues, on a parity with the lien on the Net Revenues in favor of the Registered Owners of the
Prior Bonds. Such Net Revenues in an amount sufficient to pay the principal of and interest, if any,
on and other payments for the Series 2004 Bonds and the Prior Bonds and to make all other
payments provided for in the Bond Legislation and the Prior Resolutions, are hereby irrevocably
pledged to such payments as they become due.

Section 3.09. Delivery of Bonds. A. The Issuer shall execute and deliver the
Series 2004 A Bonds to the Bond Registrar, and the Bond Registrar shall authenticate, register and
deliver the Series 2004 A Bonds to the original purchasers upon receipt of a request and
authorization to the Bond Registrar on behalf of the Issuer, signed by an Authorized Officer, to
authenticate and deliver such Bonds to the original purchasers,

B.  The Issuer shall execute and deliver the Series 2004 B Bonds to the
Government as soon as the Government will accept such delivery.

Section 3.10. Form of Bonds. The text of each series of the Series 2004 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 2004 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-1 $1,000,000

KNOW ALL MEN BY THESE PRESENTS: That CLAY-ROANE PUBLIC
SERVICE DISTRICT, a public service district, public corporation and political subdivision of the
State of West Virginia in Clay and Roane Counties of said State (the “Issuer™), for value received,
hereby promises to pay, solely from the special funds provided therefor, as hereinafter set forth, to
the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY (the “Authority”) or registered
assigns, the sum of ONE MILLION DOLLARS ($1,000,000), or such lesser amount as shall have
been advanced to the Issuer hereunder and not previously repaid, as set forth in the “Record of
Advances” attached as EXHIBIT A hereto and incorporated herein by reference, in quarterly
installments on March 1, June 1, September 1 and December 1 of each year, commencing
September 1, 2006, as set forth on the “Debt Service Schedule” attached as EXHIBIT B hereto and
incorporated herein by reference.

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

Agent”). .

This Bond may be redeemed prior to its stated date of maturity in whole or in part, but
only with the express written consent of the Authority and the West Virginia Infrastructure and Jobs
Development Council (the “Council™), and upon the terms and conditions prescribed by, and
otherwise in compliance with, the Loan Agreement by and between the Issuer and the Authority, on
behalf of the Council, dated November 12, 2004.

This Bond is issued (i) to pay in full the entire outstanding principal of and any
interest and administrative fees on the Issuer’s Water Revenue Bond, Series 2001 A (West Virginia
Infrastructure Fund) (the “Series 2001 A Bond); (ii) to pay a portion of the costs of acquisition and
construction of certain improvements and extensions to the existing public water facilities of the
Issuer (the “Project™); and (iii) to pay certain costs of issuance of this Bond and related costs. The
existing public water 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 and. Chapter 31, Article 15A of the Code of West Virginia, 1931, as
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amended (collectively, the “Act”), a Bond Resolution duly adopted by the Issuer on October 14,
2004, and a Supplemental Resolution duly adopted by the Issuer on October 14, 2004 (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 this Bond under the Bond Legislation.

. THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER RESPECTS,
WITH THE ISSUER'S (1) WATER REVENUE BOND, SERIES 1990, DATED NOVEMBER 5,
1990, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $450,000 (THE
“SERIES 1990 BOND™); (2) WATER REVENUE BOND {VARNEYTOWN PROJECT), SERIES
1997, DATED APRIL 4, 1997, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $40,000 (THE “SERIES 1997 BOND™); (3) THE PROCIOUS PUBLIC SERVICE
DISTRICT, WATER REVENUE BOND, SERIES 1982, DATED SEPTEMBER 24,1982, ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $192,000 (THE “SERIES 1982
BOND™); AND (4) ISSUED CONCURRENTLY HEREWITH THE WATER REVENUE BONDS,
SERIES 2004 B (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED NOVEMBER
12,2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $360,000 (THE
“SERIES 2004 B BONDS”). THE SERIES 1990 BOND, THE SERIES 1997 BOND AND THE
SERIES 1982 BOND 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 System, on a parity with the pledge of Net
Revenues in favor of the registered owners of the Prior Bonds and the Series 2004 B Bonds, and
from moneys in the reserve account created under the Bond Legislation for this Bond (the
“Series 2004 A Bonds Reserve Account™ and -unexpended proceeds of this Bond. Such Net
Revenues shall be sufficient to pay the principal of and interest, if any, on all bonds which may be
issued pursuant to the Act and shall be set aside as a special fund hereby pledged for such purpose.
This Bond does not constitute an indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions or limitations, nor shall the Issuer be obligated to pay the same, except from
said special fund provided from the Net Revenues, the moneys in the Series 2004 A Bonds Reserve
Account and unexpended proceeds of this Bond. Pursuant to the Bond Legislation, the Issuer has
covenanted and agreed to establish and maintain just and equitable rates and charges for the use of
the System and the services rendered thereby, which shall be sufficient, together with other revenues
of the System, to provide for the reasonable expenses of operation, repair and maintenance of the
System, and to leave a balance each year equal to at least 115% of the maximum amount of principal
of and interest, if any, on this Bond payable in any year and all other obligations secured by a lien on
or payable from such revenues on a parity with this Bond, including the Prior Bonds and the
Series 2004 B Bonds; provided however, that so long as there exists in the Series 2004 A Bonds
Reserve Account, an amount at least equal to the maximum amount of principal and interest, if any,
which will become due on this Bond in the then current or any succeeding year, and in the respective
reserve accounts established for any other obligations outstanding on a parity with this Bond,
including the Prior Bonds and the Series 2004 B Bonds, an amount at least equal to the requirement
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therefor, such percentage may be reduced to 110%. The Issuer has entered into certain further
covenants with the Registered Owner (as defined in the Bond Legislation) of this Bond for the terms
of which reference is made to the Bond Legislation. Remedies provided the Registered Owner of
this Bond are exclusively as provided in the Bond Legislation, to which reference is here made for a
detailed description thereof.

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

Subject to the rcgiét:ration 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 refunding the Series 2001 A Bond, the costs of the Project
and the costs of issuance hereof as described in the Bond Legislation, and there shall be and hereby is
created and granted a lien upon such moneys, until so applied, in favor of the Registered Owner of
this Bond.

In accordance with the requirements of the United States Department of Agriculture
for the issuance of parity obligations, this Bond will be in default should any proceeds of this Bond
be used for a purpose that will contribute to excessive erosion of highly erodible land or to the
conversion of wetlands to produce an agricultural commodity.

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

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

Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the same extent
as if written fully herein. |
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IN WITNESS WHEREOF, CLAY-ROANE PUBLIC SERVICE DISTRICT has
caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto affixed and
attested by its Secretary, and has caused this Bond to be dated November 12, 2004.

[SEAL]

Chairperson
ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2004 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: November 12, 2004.

CLAY COUNTY BANK, INC., as Registrar

By:

Authorized Officer .
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EXHIBIT B

DEBT SERVICE SCHEDULE

2




(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: , 20

In the presence of:
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(FORM OF SERIES 2004 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. BR-1 $360,000

FOR VALUE RECEIVED, CLAY-ROANE PUBLIC SERVICE DISTRICT, a public
service district, public corporation and political subdivision of the State of West Virginia in Clay
and Roane Counties of said State (the “Issuer”), promises to pay fo the order of the UNITED
STATES OF AMERICA (the “Government”), at its National Finance Office, 1520 Market Street, St.
Louis, Missouri 63103, or at such other place as the Government may hereafter designate in writing,
and in the manner provided below, the principal sum of THREE HUNDRED SIXTY THOUSAND
DOLLARS ($360,000), or such lesser amount as is set forth on the Record of Advances attached
hereto and incorporated herein by reference, plus interest on the unpaid principal balance at the rate
of 4.5% per annum.

The principal of and interest on this Bond shall be paid in the following installments on
the following dates: Monthly instaliments of interest only on the amounts advanced hereunder,
commencing 30 days following the date of delivery of this Bond and continuing on the
corresponding day of each month thereafier for the first 24 months after the date hereof, and
thereafier, on the corresponding day of each month in installments of principal and interest in the
aggregate amount of $1,653.00, except that the final installment shall be paid at the end of 40 years
from the date of this Bond in the sum of the unpaid principal and interest due on the date thereof and
except that prepayments may be made as provided below. This consideration shall support any

agreement modifying the foregoing schedule of payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made at any
time at the option of the Issuer. Extra payments, as defined in the regulations of the Government,
shall, after payment of interest, be applied to the installment last to come due under this Bond and
shall not affect the obligation of the Issuer to pay the remaining installments as scheduled herein.
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Any amount advanced or expended by the Government for the collection hereof, or to
preserve or to protect any security therefor, or otherwise under the terms of any security or other
instrument executed in connection with the loan evidenced hereby, at the option of the Government,
shall become a part of and bear interest at the same rate as the principal of the debt evidenced hereby
and be immediately due and payable by the Issuer to the Government without demand. The Issuer
agrees to use the loan evidenced hereby solely for purposes authorized by the Government. The
Issuer has granted to the Government a lien on the proceeds of this Bond until such proceeds are
expended for authorized purposes.

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 water facilities of the Issuer (the
“Project”); and (ii) to pay certain costs of issuance of this Bond and related costs. The existing
public water 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 Code of West Virginia, 1931, as amended (the “Act”), a Bond Resolution duly
adopted by the Issuer on October 14, 2004, and a Supplemental Resolution duly adopted by the
Issuer on October 14, 2004 (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 this Bond under the Bond Legislation.

_ THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER RESPECTS,
WITH THE ISSUER'S (1) WATER REVENUE BOND, SERIES 1990, DATED NOVEMBER 5,
1990, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL. AMOUNT OF $450,000 (THE
“SERIES 1990 BOND™); (2) WATER REVENUE BOND (VARNEYTOWN PROJECT), SERIES
1997, DATED APRIL 4, 1997, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $40,000 (THE “SERIES 1997 BOND™); (3) THE PROCIOUS PUBLIC SERVICE
DISTRICT, WATER REVENUE BOND, SERIES 1982, DATED SEPTEMBER 24, 1982, ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $192,000 (THE “SERIES 1982
BOND”); AND (4) ISSUED CONCURRENTLY HEREWITH THE WATER REVENUE BONDS,
SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUND), DATED NOVEMBER 12,
2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,000,000 (THE
“SERIES 2004 A BONDS™). THE SERIES 1990 BOND, THE SERIES 1997 BOND AND THE
SERIES 1982 BOND 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 System, on a parity with the pledge of Net
Revenues in favor of the registered owners of the Prior Bonds and the Series 2004 A Bonds, and
from moneys in the reserve account created under the Bond Legislation for this Bond (the “Series

- 2004 B Bonds Reserve Account™) and unexpended proceeds of this Bond. 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

26




constitte an indebtedness of the Issuer within the meaning of any constitutional or statutory
provisions or limitations, nor shall the Issuer be obligaied to pay the same or the interest hereon,
except from said special fund provided from the Net Revenues, the moneys in the Series 2004 B
Bonds Reserve Account and unexpended proceeds of this Bond. Pursuant to the Bond Legislation,
the Issuer has covenanted and agreed to establish and maintain just and equitable rates or 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 of
principal of and interest on this Bond payable in any year and all other obligations secured by a lien
or payable from such revenues on a parity with this Bond, including the Prior Bonds and the Series
2004 A Bonds; provided however, that so long as there exists in the Series 2004 B Bonds Reserve
Account, an amount at least equal to the maximum amount of principal and interest which will
become due on this Bond in the then current or any succeeding year, and in the respective reserve
accounts established for any other obligations outstanding on a parity with this Bond, including the
Prior Bonds and the Series 2004 A 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 Owner (as defined in the Bond Legislation) of this Bond for the terms of which reference
is made to the Bond Legislation. Remedies provided the Registered Owner of this Bond are
exclusively as provided in the Bond Legislation, to which reference is here made for a detailed
description thereof.

Subject to the registration requirements set forth in the Bond Legislation, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of the Secretary of the Issuer,
as registrar (the “Registrar”), which shall be kept for that purpose at the office of the Registrar, by
the Registered Owner or by its attorney or legal representative duly authorized in writing, upon
surrender of this Bond, together with a written instrument of transfer satisfactory to the Registrar,
duly executed by the Registered Owner or its attorney or legal representative duly authorized in

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

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

The Issuer hereby certifies that it is unable to obtain sufficient credit elsewhere to

finance its actual needs at reasonable rates and terms, taking into consideration prevailing private and
cooperative rates and terms in or near its community for loans for such purposes and periods of time,
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If at any time it so appears to the Government that the Issuer may be able to obtain a
loan from a responsible cooperative or private creditor at reasonable rates and terms for loans for
such purposes and period of time, the Issuer will at the Government’s request apply for and accept
such loan in sufficient amount to repay the Government.

In accordance with the requirements of the United States Department of Agriculture for
the issuance of parity obligations, this Bond will be in default should any proceeds of this Bond be
used for a purpose that will contribute to excessive erosion of highly erodible land or to the
conversion of wetlands to produce an agricultural commodity.

This Bond is given as evidence of a loan to the Issuer made or insured by the
Government pursuant to the Rural Development Act of 1972. This Bond shall be subject to the
present regulations of the Government and to its future regulations not inconsistent with the express
provisions hereof.

_ IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions
and things required to exist, happen and be performed precedent to and at the issuance of this Bond
do exist, have happened and have been performed in due time, form and manner as required by law,
and that the amount of this Bond, together with all other obligations of the Issuer, does not exceed
any limit prescribed by the Constitution or statutes of the State of West Virginia and that a sufficient
amount of the Net Revenues of the System has been pledged to and will be set aside into said special
fund by the Issuer for the prompt payment of the principal of 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, CLAY-ROANE PUBLIC SERVICE DISTRICT has
caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto affixed and
attested by its Secretary, and has caused this Bond to be dated November 12, 2004.

Chairperson

[SEAL]

ATTEST:

Secretary
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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 said Bond on the books kept for registration thereof with
full power of substitution in the premises.

Dated: 20__

In the presence of:
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Section 3.11.  Sale of Bonds: Approval and Ratification of Execution of
Loan Agreement. The Series 2004 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 Chairperson is
specifically authorized and directed to execute the Loan Agreement and the Secretary is directed to
affix the seal of the Issuer, attest the same and deliver the Loan Agreement to the Authority, and any
such prior execution and delivery is hereby authorized, approved, ratified and confirmed. The Loan
Agreement, including all schedules and exhibits attached thereto, are hereby approved and
incorporated into this Bond Legislation. The Series 2004 B Bonds shall be sold to the Government,
pursuant to the terms and conditions of the Letter of Conditions. The Letter of Conditions, including
all attachments, are hereby approved and incorporated into this Bond Legislation.

Section 3.12. Filing of Amended Schedule. Upon completion of the acquisition
and construction of the Project, the Issuer will file with the Authority, the Council and the
Government, a schedule, the forms of which will be provided by the Council and the Government,
setting forth the actual costs of the Project and sources of funds therefor.

ARTICLE IV
[RESERVED]
ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES
AND APPLICATION THEREOF

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

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

(2)  Depreciation Fund (established by the Prior Resolutions); and

{(3)  Series 2d04 Bonds Construction Trust Fund.

Section 5.02. Establishment of Funds and Accounts with Commission. The
following special fumds or accounts are hereby created with and shall be held by the Commission

separate and apart from all other funds or accounts of the Commission and the Issuer and from each
other:

(N Series 2004 A Bonds Sinking Fund;
(2)  Series 2004 A Bonds Reserve Account; and
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3) Series 2004 B Bonds Reserve Account.

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

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

(2)  The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously (i) remit to the National Finance Office, the amount required by
the Prior Resolutions for payment of the interest on the Prior Bonds; and (ii) remit to the National
Finance Office for deposit in the Series 2004 B Bonds Sinking Fund hereby established at the
National Finance Office, the amount of interest due as set forth in the Series 2004 B Bonds.

(3) The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously (i) remit to the National Finance Office, the amount required by
the Prior Resolutions for payment of the principal of the Prior Bonds; (ii) remit to the Commission,
commencing 3 months prior to the first date of payment of principal of the Series 2004 A Bonds, for
deposit in the Series 2004 A Bonds Sinking Fund, an amount equal to 1/3rd of the amount of
principal which will mature and become due on the Series 2004 A Bonds on the next ensuing
quarterly principal payment date; provided that, in the event the period to elapse between the date of
such initial deposit in the Series 2004 A Bonds Sinking Fund and the next quarterly principal
payment date is less than 3 months, then such monthly payment shall be increased proportionately to
provide, 1 month prior to the next quarterly principal payment date, the required amount of principal
coming due on such date; and (iii) remit to the National Finance Office, commencing 24 months
following the date of delivery of the Series 2004 B Bonds, for deposit in the Series 2004 B Bonds
Sinking Fund, the amount of principal due as set forth in the Series 2004 B Bonds.

The deposits into the Series 2004 B Bonds Sinking Fund provided in this paragraph

and in Section 5.03A(2) above, constitute actual payments of principal of and interest on the Series
2004 B Bonds to the Government.
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4 The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously (i) remit to the Commission for deposit in the Reserve Accounts
for the Prior Bonds, the amounts required by the Prior Resolutions to be deposited therein; (ii) remit
to the Commission, commencing 3 months after the completion of construction of the Project, as
certified by the Consulting Engineers, if not fully funded upon the issuance of the Series 2004 A
Bonds, for deposit in the Series 2004 A Bonds Reserve Account, an amount equal to 1/120th of the
Series 2004 A Bonds Reserve Requirement, until the amount in the Series 2004 A Bonds Reserve
Account equals the Series 2004 A Bonds Reserve Requirement; provided that, no further payments
shall be made into the Series 2004 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 2004 A
Bonds Reserve Requirement; and (iii) remit to the Commission, commencing 3 months after the
completion of construction of the Project, as certified by the Consulting Engineers, if not fully
finded upon the issuance of the Series 2004 B Bonds, for deposit in the Series 2004 B Bonds
Reserve Account, an amount equal to 1/120th of the Series 2004 B Bonds Reserve Requirement,
until the amount in the Series 2004 B Bonds Reserve Account equals the Series 2004 B Bonds
Reserve Requirement; provided that, no further payments shall be made into the Series 2004 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 2004 B Bonds Reserve Requirement.

(5) The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and remit to the Depository Bank for deposit in the Depreciation Fund, (i) the
amounts required by the Prior Resolutions to be deposited therein; and (ii) an amount equal
to 2 1/2% of the Gross Revenues each month, exclusive of any payments for account of any Reserve
Account, so long as the Series 2004 A Bonds are outstanding. All funds in the Depreciation 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 Depreciation Fund for replacements, repairs, improvements or extensions to the System;
provided that, any deficiencies in any Reserve Account, except to the extent such deficiency exists
~ because the required payments into such account have not, as of the date of determination of a
deficiency, funded such account to the maximum extent required hereof, shall be promptly
eliminated with moneys from the Depreciation Fund.

Moneys in the Series 2004 A Bonds Sinking Fund and the Series 2004 B Bonds
Sinking Fund shall be used only for the purposes of paying principal of and interest, if any, on the
Series 2004 Bonds, respectively, as the same shall become due. Moneys in the Series 2004 A Bonds
Reserve Account and the Series 2004 B Bonds Reserve Account shall be used only for the purposes
of paying principal of and interest, if any, on the Series 2004 Bonds, respectively, as the same shall
come due, when other moneys in the respective Sinking Funds are insufficient therefor, and for no

other purpose.

All investment earnings on moneys in the Series 2004 A Bonds Reserve
Account and the Series 2004 B Bonds Reserve Account (if fully funded) shall be returned, not less
than once each year, by the Commission to the Issuer, and such amounts shall, during construction of
the Project, be deposited in the Series 2004 Bonds Construction Trust Fund, and following
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completion of construction of the Project, shall be deposited in the Revenue Fund and applied in full,
-first to the next ensuing interest payment, if any, due on the Series 2004 Bonds, respectively, and
then to the next ensuing principal payment due thereon, all on a pro rata basis.

Any withdrawals from the Series 2004 A Bonds Reserve Account or the Series 2004
B Bonds Reserve Account which result in a reduction in the balance therein to below the respective
Reserve Requirement shall be subsequently restored from the first Net Revenues available after all
required payments have been made in full in the order set forth above.

As and when additional Bonds ranking on a parity with the Series 2004 Bonds are
issued, provision shall be made for additional payments into the respective sinking funds sufficient
to pay the interest on such additional parity Bonds and accomplish retirement thereof at maturity and
to accumulate a balance in the respective reserve accounts in an amount equal to the requirement
therefor.

The Issuer shall not be required to make any further payments into the respective
Smkmg Fund or the Reserve Account for the Series 2004 Bonds when the aggregate amount of funds
therein are at least equal to the respective aggregate principal amount of the Series 2004 Bonds
issued pursuant to this Bond Legislation then Outstanding and all interest, if any, to accrue until the
maturity thereof.

Interest, principal or reserve account payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Series 2004 Bonds and the Prior
Bonds, in accordance with the respective principal amounts then Outstanding,

The Commission is hereby designated as the fiscal agent for the administration of the
Series 2004 A Bonds Sinking Fund, the Series 2004 A Bonds Reserve Account and the
Series 2004 B Bonds Reserve Account created hereunder, and all amounts required for such accounts
shall be remitted to the Commission from the Revenue Fund by the Issuer at the times provided
herein. If required by the Authority or the Government at any time, the Issuer shall make the
necessary arrangements whereby required payments into such accounts shall be automatically
debited from the Revenrue Fund and electronically transferred to the Commission on the dates
required hereunder.

Moneys in the Series 2004 A Bonds Sinking Fund, the Series 2004 A Bonds Reserve
Account and the Series 2004 B Bonds Reserve Account shall be invested and reinvested by the
Commission in accordance with Section 8.01 hereof.

The respective Sinking Fund and the Reserve Account for the Series 2004 Bonds

shall be used solely and only for, and are hereby pledged for, the purpose of servicing the
Series 2004 Bonds, respectively, under the conditions and restrictions set forth herein.

B. The Issuer shall on the first day of each month (if the first day is not a business
day, then the first business day of each month} deposit with the Commission the required interest,
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principal and reserve account payments and all such payments shall be remitted to the Commission
with appropriate instructions as to the custody, use and application thereof consistent with the
provisions of this Bond Legislation. All remittances made by the Issuer to the Commission shall
clearly identify the fund or account into which each amount is to be deposited.

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

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

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

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

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

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

ARTICLE VI
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APPLICATION OF BOND PROCEEDS

Section 6.01. Application of Bond Proceeds; Pledge of Unexpended Bond Proceeds.
From the moneys received from the sale of the Series 2004 Bonds, the following amounts shall be
first deducted and deposited in the order set forth below:

A. From the proceeds of the Series 2004 A Bonds, there shall first be deposited in
the Series 2004 A Bonds Sinking Fund, the amount, if any, set forth in the Supplemental Resolution
as capitalized interest; provided, that such amount may not exceed the amount necessary to pay
interest on the Series 2004 A Bonds for the period commencing on the date of issuance of the
Series 2004 A Bonds and ending 6 months after the estimated date of completion of construction of
the Project.

B. From the proceeds of the Series 2004 B Bonds, there shall first be deposited in
the Series 2004 B Bonds Sinking Fund, the amount, if any, set forth in the Supplemental Resolution
as capitalized interest; provided, that such amount may not exceed the amount necessary to pay
interest on the Series 2004 B Bonds for the period commencing on the date of issuance of the
Series 2004 B Bonds and ending 6 months after the estimated date of completion of construction of
the Project.

. C. Next, from the proceeds of the Series 2004 A Bonds, there shall be deposited
in the Series 2004 A Bonds Reserve Account, the amount, if any, set forth in the Supplemental
Resolution for funding the Series 2004 A Bonds Reserve Account.

D. Next, from the proceeds of the Series 2004 B Bonds, there shall be deposited
in the Series 2004 B Bonds Reserve Account, the amount, if any, set forth in the Supplemental
Resolution for funding the Series 2004 B Bonds Reserve Account.

E. Next, from the proceeds of the Series 2004 A Bonds, there shall be paid to the
Commission, the amount set forth in the Supplemental Resolution for paying in full the entire
outstanding principal of and any accrued interest and administrative fees on the Series 2001 A
Bonds.

F. As the Issuer receives advances of the remaining moneys derived from the sale
of the Series 2004 A Bonds, such moneys shall be deposited with the Depository Bank in the
Series 2004 Bonds Construction Trust Fund and applied solely to payment of costs of the Project in
the manner set forth in Section 6.02 and until so expended, are hereby pledged as additional security
for the Series 2004 A Bonds.

G. As the Issuer receives advances of the remaining moneys derived from the sale
of the Series 2004 B Bonds, such moneys shall be deposited with the Depository Bank in the
Series 2004 Bonds Construction Trust Fund and applied solely to payment of costs of the Project in
the manner set forth in Section 6.02 and until so expended, are hereby pledged as additional security
for the Series 2004 B Bonds.
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H. After completion of construction of the Project, as certified by the Consulting
Engineers, and all costs have been paid, any remaining proceeds of the Series 2004 A Bonds shall be
expended as directed by the Council and any remaining proceeds of the Series 2004 B Bonds shall be
expended as directed by the Government. '

Section 6.02. Disbursements From the Bond Construction Trust Fund.

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

Except as provided in Section 6.01 hereof, disbursements of proceeds of the Series
2004 A Bonds from the Series 2004 Bonds Construction Trust Fund shall be made only after
submission to and approval from the Council of a certificate, signed by an Authorized Officer and
the Consulting Engineers, stating that:

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

()  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;

(¢)  Each of such costs has been otherwise properly incurred; and
(d)  Payment for each of the items proposed is then due and owing.

The Issuer shall expend all proceeds of the Series 2004 A Bonds within 3
years of the date of issuance of the Council’s bonds, the proceeds of which were used to make the
loan to the Issuer.

‘B. The proceeds of the Series 2004 B Bonds in the Series 2004 Bonds
Construction Trust Fund shall be used solely to pay the cost of acquisition and construction of the
Project upon vouchers and other documentation approved by the Government.

Until completion of acquisition and construction of the Project, the Issuer will transfer
sufficient proceeds of the Series 2004 B Bonds from the Series 2004 Bonds Construction Trust Fund
and pay to the Government on or before the due date, such sums as shall be required to make the
monthly payments on the Series 2004 B Bonds, if there are not sufficient revenues to make such
monthly payments,

Pending such application, moneys in the Series 2004 Bonds Construction Trust Fund
shall be invested and reinvested in Qualified Investments at the written direction of the Issuer.
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ARTICLE VII
ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the covenants, agreements and
provisions of this Bond Legislation shall be and constitute valid and legally binding covenants of the
Issuer and shall be enforceable in any court of competent jurisdiction by any Registered Owner of the
Series 2004 Bonds. In addition to the other covenants, agreements and provisions of this Bond
Legislation, the Issuer hereby covenants and agrees with the Registered Owner of the
Series 2004 Bonds as hereinafter provided in this Article VII. All such covenants, agreements and
provisions shall be irrevocable, except as provided herein, as long as the Series 2004 Bonds or the
interest, if any, thereon are Outstandmg and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The Series 2004 Bonds
shall not be nor constitute an indebtedness of the Issuer within the meaning of any constitutional,
statutory or charter limitation of indebtedness, but shall be payable solely from the funds pledged for
such payment by this Bond Legislation. No Registered Owner of the Series 2004 Bonds shall ever
have the right to compel the exercise of the taxing power of the Issuer, if any, to pay the
Series 2004 Bonds or the interest, if any, thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues; Lien Position with
Respect to Prior Bonds. The payment of the debt service of the Series 2004 A Bonds and the

Series 2004 B Bonds shall be secured forthwith equally and ratably with each other by a first lien on
the Net Revenues, on a parity with the lien on the Net Revenues in favor of the Registered Owners of
the Prior Bonds. The Net Revenues in an amount sufficient to pay the principal of and interest, if
any, on the Series 2004 Bonds and the Prior Bonds and to make the payments into all funds and
accounts and all other payments provided for in the Bond Legislation and the Prior Resolutions 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 Issuer has obtained any
and all approvals of rates and charges required by State law and has taken any other action required
to establish and impose such rates and charpes, with all requisite appeal periods having expired
without successful appeal. Such rates and charges shall be sufficient to comply with the
requirements of the Loan Agreement. The initial schedule of rates and charges for the services and
facilities of the System shall be as set forth in and approved by the PSC Order and such rates are
hereby adopted.

So long as the Series 2004 Bonds are Outstanding, the Issuer covenants and agrees to
fix and collect rates, fees and other charges for the use of the System and to take all such actions
necessary to provide funds sufficient to produce the required sums set forth in this Bond Legislation
and in compliance with the Loan Agreement. In the event the schedule of rates, fees and charges
initially established for the System in connection with the Series 2004 Bonds shall prove to be
insufficient to produce the required sums set forth in this Bond Legislation and the Loan Agreement,
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the Issuer hereby covenants and agrees that it will, to the extent or in the manner authorized by law,
immediately adjust and increase such schedule of rates, fees and charges and take all such actions
necessary to provide funds sufficient to produce the required sums set forth in this Bond Legislation
and the Loan Agreement.

Section 7.05. Sale of the System. So long as the Prior Bonds are Outstanding, the
System may not be sold, transferred, mortgaged, leased or otherwise disposed of, except in
accordance with the terms of the Prior Resolutions. Additionally, so long as the Series 2004 Bonds
are Outstanding and except as otherwise required by law or with the written consent of the Council,
the Authority and the Government, the System may not be sold, mortgaged, leased or otherwise
disposed of, except as a whole, or substantiaily as a whole, and only if the net proceeds to be realized
shall be sufficient to fully pay all the Bonds Outstanding in accordance with Article X hereof. The
proceeds from any such sale, mortgage, lease or other disposition of the System shall, with respect to
the Series 2004 Bonds, be remitted to the respective Sinking Funds and applied to the payment of
principal of and interest, if any, on the Series 2004 Bonds. Any balance remaining after the payment
of the Series 2004 Bonds and interest, if any, thereon shall be remitted to the Issuer unless necessary
for the payment of other obligations of the Issuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby reserves
the right to sell, lease or otherwise dispose of amy of the property comprising a part of the System
hereinafter determined in the manner provided herein to be no longer necessary, useful or profitable
in the operation thereof. Prior to any such sale, lease or other disposition of such property, if the
amount to be received therefor, together with all other amounts received during the same Fiscal Year
for such sales, leases or other dispositions of such properties, is not in excess of $10,000, the Issuer
shall, by resolution duly adopted, determine that such property comprising a part of the System isno
longer necessary, useful or profitable in the operation thereof and may then provide for the sale of
such property. The proceeds of any such sale shall be deposited in the Depreciation 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 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 in accordance with the laws of the State. The proceeds of any such sale shall be deposited
in the Depreciation Fund. The payment of such proceeds into the Depreciation Fund shall not reduce
the amount required to be paid into said fund by other provisions of this Bond Legislation. No sale,
lease or other disposition of the properties of the System shall be made by the Issuer if the proceeds
to be derived therefrom, together with all other amounts received during the same Fiscal Year for
such sales, leases, or other dispositions of such properties, shall be in excess of $50,000 and
insufficient to pay all Bonds then Outstanding without the prior approval and consent in writing of
the Registered Owners of the Bonds then Outstanding. The Issuer shall prepare the form of such
approval and consent for execution by the then Registered Owners of the Bonds for the disposition
of the proceeds of the sale, lease or other disposition of such properties of the System.
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Section 7.06. 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 2004 Bonds. All obligations issued by the Issuer after the issuance of the
Series 2004 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 2004 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 2004 Bonds, and the interest thereon, if any, upon any or all of the
income and revenues of the System pledged for payment of the Series 2004 Bonds and the interest
thereon, if any, in this Bond Legislation, or upon the System or any part thereof.

The Issuer shall give the Authority, the Council and the Government 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 2004 Bonds pursuant to this Bond Legislation, except with the prior written
consent of the Authority, the Council and the Government 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 2004 Bonds.

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

So long as the Series 2004 B Bonds are Qutstanding, no Parity Bonds shall be issued
at any time, unless there has been procured and filed with the Secretary a written statement by the
Independent Certified Public Accountants, reciting the conclusion that the Net Revenues for the
Fiscal Year following the year in which such Parity Bonds are to be issued shall be at least 120% of
the average annual debt service requirements on the following:

(1)  The Bonds then Qutstanding;
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(2)  Any Parity Bonds theretofore issued pursuant to the provisions contained in
this Resolution then Ouistanding; and

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

The foregoing limitation may be waived or modified by the written consent of the
Registered Owners of the Series 2004 B Bonds, representing 75% of the then-outstanding principal
indebtedness. In the event the foregoing limitation is waived or when the Series 2004 B Bonds are
no longer Outstanding, the following parity requirement shall be met:

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

(1)  The Bonds then Qutstanding;

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

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

The “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 Reventues 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 and approved by
the PSC, the period for appeal of which has expired prior to the date of issuance of such Parity
Bonds, and shall not exceed the amount to be stated in a certificate of the Independent Certified
Public Accountants, which shall be filed in the office of the 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 Independent Certified Public
Accouniants, on account of increased rates, rentals, fees and charges for the System adopted by the
Issuer, the period for appeal of which has expired prior to issuance of such Parity Bonds.

All covenants and other provisions of this Bond Legislation (except as to details of
such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and security of the
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Registered Owners of the Bonds and the Registered Owners of any Parity Bonds subsequently issued
from time to time within the limitations of and in compliance with this section. 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,

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on revenues of the Systemn is subject to the prior
and superior liens of the outstanding 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 2004 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 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,

Section 7.08. Books; Records and Audit. The Issuer shall keep complete and
accurate records of the cost of acquiring the Project site and the costs of acquiring, constructing and
installing the Project. The Issuer shall permit the Authority, the Council and the Government, or
their agents and representatives, to inspect all books, documents, papers and records relating to the
Project and the System at all reasonable times for the purpose of audit and examination. The Issuer

“shall submit to the Authority, the Council and the Government such documents and information as
they may reasonably require in connection with the acquisition, construction and installation of the
Project, the operation and maintenance of the System and the administration of the loan or any State
and federal grants or other sources of financing for the Project.

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

The Issuer will keep books and records of the System, which shall be separate and
apart from all other books, records and accounts of the Issuer, in which complete and correct entries
shall be made of all transactions relating to the System, and any Registered Owner of the Bonds
issued pursuant to this Bond Legislation shall have the right at all reasonable times to inspect the
System and all parts thereof and all records, accounts and data of the Issuer relating thereto.
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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 PSC. Separate
control accounting records shall be maintained by the Issuer. Subsidiary records as may be required
shall be kept in the manner and on the forms, books and other bookkeeping records as prescribed by
the Governing Body. The Goveming 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 Council, the Authority, the Government, or any other
original purchaser of the Series 2004 Bonds, and shall mail in each year to any Registered Owner of
the Series 2004 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 ali 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 in compliance with the applicable
OMB Circular, or any successor thereto, and the Single Audit Act, or any successor thereto, to the
extent legally required, and shall mail upon request, and make available generally, the report of the
Independent Certified Public Accountants, or a summary thereof, to any Registered Owner of the
Series 2004 Bonds, and shall submit said report to the Council, the Authority and the Government,
or any other original purchaser of the Series 2004 Bonds. Such audit report submitted to the
Authority, the Council and the Government shall include a statement that the Issuer is in compliance
with the terms and provisions of the Act, the Loan Agreement and this Bond Legislation and that the
revenues of the System are adequate to meet the Operating Expenses and debt service and reserve
requirements.

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

The Issuer shall permit the Authority, the Council and the Government, or their agents

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

Section 7.09. Rates. Prior to the issuance of the Series 2004 Bonds, equitable rates
or charges for the use of and service rendered by the System shall be established all in the manner
and form required by law, and copies of such rates and charges so established will be continuously
on file with the Secretary, which copies will be open to inspection by all interested parties. The
schedule of rates and charges shall at all times be adequate to produce Gross Revenues from the
System sufficient to pay Operating Expenses and to make the prescribed payments into the funds
created hereunder. Such schedule of rates and charges shall be changed and readjusted whenever
necessary so that the aggregate of the rates and charges will be sufficient for such purposes. In order
to assure full and continuous performance of this covenant, with a margin for contingencies and
temporary unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees
that the schedule of rates or charges from time to time in effect shall be sufficient, together with
other revenues of the System (i) to provide for all Operating Expenses ofthe System and (ii) to leave
a balance each year equal to at least 115% of the maximum amount required in any year for payment
of principal of and interest, if any, on the Series 2004 Bonds and all other obligations secured by a
lien on or payable from such revenues on a parity with the Series 2004 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 for the Series 2004 Bonds and the reserve accounts
for obligations on a parity with the Series 2004 Bonds, including the Prior Bonds, are funded at least
at the requirement therefor, such balance each year need only equal at least 110% of the maximum
amount required in any year for payment of principal of and interest, if any, on the
Series 2004 Bonds and all other obligations secured by a lien on or payable from such revenues ona
parity with the Series 2004 Bonds, including the Prior Bonds. In any event, the Issuer shall not
reduce the rates or charges for services described in Section 7.04.

Section 7.10. Operating Budget and Monthly Financial Report. The Issuer shall
annuaily, at least 45 days preceding the beginning of each Fiscal Year, prepare and adopt by
resolution a detailed, balanced budget of the estimated revenues and expenditures for operation and
maintenance of the System during the succeeding Fiscal Year and shall submit a copy of such budget
to the Authority, the Council and the Government 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 amounmts provided therefor in such budget without a written finding and
recommendation by a professional engineer, which finding and recommendation shall state in detail
the purpose of and necessity for such increased expenditures for the operation and maintenance of
the System, and no such increased expenditures shall be made until the Issuer shall have approved
such finding and recommendation by a resolution duly adopted. No increased expenditures in excess
of 10% of the amount of such budget shall be made except upon the further certificate of a
professional engineer that such increased expenditures are necessary for the continued operation of
the System. The Issuer shall mail copies of such annual budget and all resolutions authorizing
increased expenditures for operation and maintenance to the Authority, the Council and the
Government and to any Registered Owner of the Series 2004 Bonds, within 30 days of adoption
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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, the Council and
the Government and to any Registered Owner of the Series 2004 Bonds, or anyone acting for and on
behalf of such Registered Owner.

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

Section 7.11. Engineering Services and Operating Personnel. The Issuer will obtain
a certificate of the Consulting Engineers in the form attached to the Loan Agreement, certifying,
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 Council and the Government, the
Project is adequate for the purposes for which it was designed, the funding plan as submitted to the
Authority, the Council and the Government is sufficient to pay the costs of acquisition and
construction of the Project, and all permits required by federal and state laws for construction of the
Project have been obtained.

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

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

Section 7.12. No Competing Franchise. To the extent legally allowable, the Issuer
will not grant or cause, consent to or allow the granting of, any franchise or permit to any person,
firm, corporation, body, agency or instrumentality whatsoever for the providing of any services
which would compete with services provided by the System.
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Section 7.13. Enforcement of Collections. The Issuer will diligently enforce and
collect all fees, rentals or other charges for the services and facilities of the System, and take all
steps, actions and proceedings for the enforcement and collection of such fees, rentals or other
charges which shall become delinguent to the full extent permitted or authorized by the Act, the rules
and regulations of the PSC and other laws of the State of West Virginia.

Whenever any fees, rates, rentals or other charges for the services and facilities of the

System shall remain unpaid for a period of 20 days after the same shall become due and payable, the
user of the services and facilities shall be delinquent until such time as all such rates and charges are
fully paid. To the extent authorized by the laws of the State and the rules and regulations of the PSC,
rates, rentals and other charges, if not paid, when due, shall become a lien on the premises served by
the System. The Issuer further covenants and agrees that, it will, to the full extent permitted by law
and the rules and regulations promulgated by the PSC, discontinue and shut off the services of the
System to all users of the services of the System delinquent in payment of charges for the services of
the System and will not restore such services 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 7.14. No Free Services. Except as required by law, 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:

(1)  FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE INSURANCE, on all above-ground insurable pottions 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 Depreciation Fund and used only for the repairs and
restoration of the daraged or destroyed properties or for the other purposes provided herein for the
Depreciation 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
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(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 Chapter 38, Article 2, Section 39
of the Code of West Virginia, 1931, as amended.

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

(5} BUSINESS INTERRUPTION INSURANCE, to the extent available at
reasonable cost to the I[ssuer.

(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.

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

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

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

Section 7.17. Completion and Operation of Project; Permits and Orders. The Issuer
shall complete the Project as promptly as possible and operate and maintain the System as a

revenue-producing utility in good condition and in compliance with all federal and State
requirements and standards.

The Issuer has obtained all permits required by State and federal laws for the
acquisition and construction of the Project, all orders and approvals from the PSC and the Council
necessary for the acquisition and construction of the Project and the operation of the System and all
approvals for issuance of the Series 2004 Bonds required by State law, with all requisite appeal
periods having expired without successful appeal.

Section 7.18. [Reserved]

Section 7.19. Statutory Mortgage Lien. For the further protection of the Registered
Owner of the Series 2004 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 2004 Bonds; provided however, that the
statutory mortgage lien of the Series 2004 Bonds shall be on a parity with the statutory mortgage lien
of the Prior Bonds.

Section 7.20. Compliance with Letter of Conditions, L.oan Agreement and Law.
The Issuer shall perform, satisfy and comply with all the terms and conditions of the Letter of
Conditions, the Loan Agreement and the Act. Notwithstanding anything herein to the contrary, the
Issuer shall provide the Council with copies of all documents submitted to the Authority,

The Issuer shall also comply with all applicable laws, rules and regulations issued by
the Authority, the Council, the Government 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.

- Section 7.21. Securities Laws Compliance. The Issuer will provide the Authority, ina
timely manner, with any and all information that may be requested of it (including its annual audit
report, financial statements, related information and notices of changes in usage and customer base)
so that the Authority may comply with the provisions of SEC Rule 15¢2-12 (17 CFR Part 240).

Section 7.22. Contracts: Public Releases. A. The Issuer shall, simultaneously with
the delivery of the Series 2004 Bonds or immediately thereafter, enter into written contracts for the
immediate acquisition or construction of the Project.
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B. The Issuer shall submit all proposed change orders to the Council and the
Government for written approval. The Issuer shall obtain the written approval of the Council and the
Government before expending any proceeds of the Series 2004 Bonds held in “contingency™ as set
forth in the schedules attached to the certificate of the Consulting Engineer. The Issuer shall also
obtain the written approval of the Council and the Government before expending any proceeds of the
Series 2004 Bonds made available due to bid or construction or project underruns.

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

ARTICLE VIIT
INVESTMENT OF FUNDS

Section 8.01. Investment of Funds. 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. The
investments held for any fund or account shall be valued at the lower of cost or then current market
value, or at the redemption price thereof if then redeemable at the option of the holder, including the
value of accrued interest and giving effect to the amortization of discount, or at par if such
investment is held in the “Consolidated Fund.” The Commission shall sell and reduce to cash a
sufficient amount of such investments whenever the cash balance in any fund or account is
insufficient to make the payments required from such fund or account, regardless of the loss on such
liquidation. The Depository Bank, 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 Series 2004 Bonds are Outstanding.
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Section 8.02. Certificate as to Use of Proceeds. The Issuer shall deliver a certificate
as to use of proceeds or other similar certificate to be prepared by nationally recognized bond
counsel relating to restrictions on the use of proceeds of the Series 2004 Bonds as a condition to
issuance of the Series 2004 Bonds. In addition, the [ssuer covenants (i) to comply with the Code and
all Regulations from time to time in effect and applicable to the Series 2004 Bonds as may be
necessary in order to maintain the status of the Series 2004 Bonds as governmental bonds; (ii) that it
shall not take, or permit or suffer to be taken, any action with respect to the Issuer’s use of the
proceeds of the Series 2004 Bonds which would cause any bonds, the interest on which is exempt
from federal income taxation under Section 103(a) of the Code, issued by the Authority or the
Council, as the case may be, from which the proceeds of the Series 2004 Bonds are derived, to lose
their status as tax-exempt bonds; and (iii) to take such action, or refrain from taking such action, as
shall be deemed necessary by the Issuer, or requested by the Authority or the Council to ensure
compliance with the covenants and agreements set forth in this Section, regardless of whether such
actions may be contrary to any of the provisions of this Resolution.

The Issuer shall annually furnish to the Authority information with respect to the
Issuer’s use of the proceeds of the Series 2004 Bonds and any additional information requested by
the Authority.

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 2004 Bonds:

(1)  If default occurs in the due and punctual payment of the principal of or
interest, if any, on any series of the Series 2004 Bonds; or

2) If defanlt occurs in the Issuer's observance of any of the covenants, agreements
or conditions on its part relating to the Series 2004 Bonds set forth in this Bond Legislation, any
supplemental resolution or in the Series 2004 Bonds, and such default shall have continued for a
period of 30 days after the [ssuer shall have been given written notice of such default by the
Commission, the Depository Bank, the Registrar, the Paying Agent or a Registered Owner of a
Bond; or

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

4 If default occurs under the Prior Bonds or the Prior Resolutions.

Section 9.02. Remedies. Upon the happening and continuance of any Event of
Default, any Registered Owner of the Series 2004 Bonds may exercise any available remedy and
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bring any appropriate action, suit or proceeding to enforce his or her rights and, in particular,
(i) bring suit for any unpaid principal or interest then due, (ii) by mandamus or other appropriate
proceeding enforce all rights of such Registered Owners including the right to require the Issuer to
perform its duties under the Act and the Bond Legislation relating thereto, including but not limited
to the making and collection of sufficient rates or charges for services rendered by the System,
(1if) 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, all rights and remedies of the Registered Owners of
the Series 2004 Bonds shall be on a parity with those of the Registered Owners of the Prior Bonds.

Section 9.03. Appointment of Receiver. Any Registered Owner ofthe Series 2004
Bonds may, by proper legal action, compel the performance of the duties of the Issuer under the
Bond Legislation and the Act, including, the completion of the Project, the making and collection of
sufficient rates and charges for services rendered by the System and segregation of the revenues
therefrom and the application thereof. If there be any Event of Default with respect to such Bonds,
any Registered Owner of a Bond shall, in addition to all other remedies or rights, have the right by
appropriate legal proceedings to obtain the appointment of a receiver to administer the System or to
complete the acquisition and construction of the Project on behalf of the Issuer, with power to charge
rates, rentals, fees and other charges sufficient to provide for the payment of Operating Expenses of
the System, the payment of the Bonds and interest and the deposits into the funds and accounts
hereby established, and to apply such rates, rentals, fees, charges or other revenues in conformity
with the provisions of this Bond Legislation and the Act.

The receiver so appointed shall forthwith, directly or by his or her or its agents and
attorneys, enter into and upon and take possession of all facilities of the System and shall hold,
operate and maintain, manage and control the System, and each and every part thereof, and in the
name of the Issuer exercise all the rights and powers of the Issuer with respect to the System 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
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
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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 ofthe
Bonds. Such receiver shall have no power to sell, assign, mortgage or otherwise dispose of any
assets of any kind or character belonging or pertaining to the System, but the authority of such
receiver shall be limited to the completion of the Project and the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and Registered
Owners of such Bonds and the curing and making good of any Event of Default with respect thereto
under the provisions of this Bond Legislation, and the title to and ownership of the System shall
remain in the Issuer, and no court shall have any jurisdiction to enter any order or decree permitting
or requiring such receiver to sell, assign, mortgage or otherwise dispose of any assets of the System.

ARTICLE X
PAYMENT OF BONDS

Section 10.01. Payment of Series 2004 A Bonds. Ifthe Issuer shall pay or there shall
otherwise be paid to the Registered Owners of the Series 2004 A Bonds, the principal of and interest,
if any, due or to become due thereon, at the times and in the manner stipulated therein and in 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 2004 A Bonds shall thereupon cease, terminate and become void
and be discharged and satisfied.

Section 10.02. Payment of Series 2004 B Bonds. Ifthe Issuer shall pay or there shall
otherwise be paid to the Registered Owners of the Series 2004 B Bonds, the principal of and interest,
if any, due or to become due thereon, at the times and in the manner stipulated therein and in this
Bond Legislation, then the pledge of Net Revenues and other 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 2004 B Bonds shall thereupon cease, terminate and become void
and be discharged and satisfied.

ARTICLE X1

MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond Legislation. Prior to issuance
of the Series 2004 Bonds, this Resolution may be amended or supplemented in any way by the
Supplemental Resolution. Following issuance of the Series 2004 Bonds, no material modification or
amendment of this Resolution, or of any resolution amendatory or supplemental hereto, that would
materially and adversely affect the rights of Registered Owners of the Series 2004 Bonds shall be
made without the consent in writing of the Registered Owners of the Series 2004 Bonds so affected
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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, if any, out of the funds herein pledged
therefor without the consent of the Registered Owner thereof. No amendment or modification shall
be made that would reduce the percentage of the principal amount of Bonds, required for consent to
the above-permitted amendments or modifications. Notwithstanding the foregoing, this Bond
Legislation may be amended without the consent of any Registered Owner as may be necessary to
assure compliance with Section 148(f) of the Code relating to rebate requirements or otherwise as
may be necessary to assure the exclusion of interest, if any, on the Series 2004 Bonds from gross
income of the Registered Owners thereof.

Section 11.02. Bond I egislation Constitutes Contract. The provisions of the Bond
Legislation shall constituic a contract between the Issuer and the Registered Owners of the
Series 2004 Bonds, and no change, variation or alteration of any kind of the provisions of the Bond
Legislation shall be made in any manner, except as in this Bond Legislation provided.

Section 11.03. Severability of Invalid Provisions. If any section, paragraph, clause
or provision of this Resolution should be held invalid by any court of competent jurisdiction, the
invalidity of such section, paragraph, clause or provision shall not affect any of the remaining
provisions of this Resolution, the Supplemental Resolution, or the Series 2004 Bonds.

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

Section 11.05. Conflicting Provisions Repealed; Prior Resolutions. Except for the
Prior Resolutions, 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 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
Chairperson, 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 PSC for a certificate of public convenience and necessity and adoption of this
Resolution, the Secretary shall have caused to be published in a newspaper of general circulation in
each municipality in Clay-Roane Public Service District and within the boundaries of the Issuer, a
Class II legal advertisement stating:
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(@  The maximum amount of the Series 2004 Bonds to be issued;

(b) The maximum interest rate and terms of the Series 2004 Bonds authorized

hereby:;

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

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

(e)  The date that the formal application for a certificate of public convenience and
necessity is to be filed with the PSC.

Section 11.08. Effective Date. This Resolution shall take effect immediately
upon adoption.

Adopted this 142 day of October, 2004,




CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board of
CLAY-ROANE PUBLIC SERVICE DISTRICT on the 14" day of October, 2004.

DatedthistayofE A 2004

Qﬂ%fa/ //]/(cﬂmmﬁ/)

[SEAL]
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CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS,
SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUND) AND
SERIES 2004 B (UNITED STATES DEPARTMENT OF AGRICULTURE)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE
PRINCIPAL AMOUNT, DATE, MATURITY DATE, INTEREST
RATE, PAYMENT SCHEDULE, SALE PRICE AND OTHER
TERMS OF THE CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2004 A (WEST VIRGINIA
INFRASTRUCTURE FUND) AND SERIES 2004 B (UNITED
STATES DEPARTMENT OF AGRICULTURE); AUTHORIZING
AND APPROVING THE SALE AND DELIVERY OF THE SERIES
2004 A BONDS TO THE WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY AND THE SERIES 2004 B
BONDS TO THE UNITED STATES DEPARTMENT OF
AGRICULTURE; APPROVING AND RATIFYING THE LOAN
AGREEMENT WITH RESPECT TO THE SERIES 2004 A
BONDS; 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 Clay-Roane Public
Service District (the "Issuer") has duly and officially adopted a Bond Resolution on October 14,
2004 (the "Resolution™), entitled:

RESOLUTION AUTHORIZING THE -REFUNDING -OF THE
WATER REVENUE BOND, SERIES 2001 A (WEST VIRGINIA
INFRASTRUCTURE FUND), OF CLAY-ROANE PUBLIC
SERVICE DISTRICT AND THE ACQUISITION AND
CONSTRUCTION OF CERTAIN IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING PUBLIC WATER FACILITIES
OF CLAY-ROANE PUBLIC SERVICE DISTRICT AND THE
FINANCING OF THE COST THEREOF, NOT OTHERWISE
PROVIDED, THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN $1,000,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2004 A
{WEST VIRGINIA INFRASTRUCTURE FUND), AND NOT
MORE THAN $360,000 IN AGGREGATE PRINCIPAL AMOUNT
OF WATER REVENUE BONDS, SERIES 2004 B (UNITED
STATES DEPARTMENT OF AGRICULTURE); PROVIDING FOR



THE RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING LOAN
AGREEMENTS RELATING TO SUCH BONDS; AUTHORIZING
THE SALE AND PROVIDING FOR THE TERMS AND
PROVISIONS OF SUCH BONDS AND ADOPTING OTHER
PROVISIONS RELATING THERETO.

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

WHEREAS, the Resolution provides for the issuance of the Water Revenue Bonds,
Series 2004 A (West Virginia Infrastructure Fund) and Series 2004 B (United States Department of
Agriculture), of the Issuer, in the respective aggregate principal amounts not to exceed $1,000,000
and $360,000 (collectively, the "Bonds” and individually, the “Series 2004 A Bonds” and the “Series
2004 B Bonds™), and has authorized the execution and delivery of a loan agreement relating to the
Series 2004 A Bonds, including all schedules and exhibits attached thereto (collectively, the “Loan
Agreement”), by and between the Issuer and the West Virginia Water Development Authority (the
“Authority™), on behalf of the West Virginia Infrastructure and Jobs Development Council (the
“Coumneil™), all in accordance with Chapter 16, Article 13A and Chapter 31, Article 15A of the Code
of West Virginia, 1931, as amended (collectively, the "Act™); and in the Resolution it is provided that
the exact principal amount, date, maturity date, interest rate, payment schedule, sale price and other
terms of the Bonds should be established by a supplemental resolution, and that other matters
relating to the Bonds be therein provided for;

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

WHEREAS, the Series 2004 A Bonds are proposed to be purchased by the Authority
pursuant to the Loan Agreement and the Series 2004 B Bonds are proposed to be purchased by the
United States of America, United States Department of Agriculture, Rural Utilities Service (the
“Government”) pursuant to the Letter of Conditions; and

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution™) be adopted, that the Loan Agreement be
approved and ratified, that the exact principal amount, date, maturity date, interest rate, payment
schedule, sale price and other terms of the Bonds be fixed hereby in the manner stated herein, and
that other matters relating to the Bonds be herein provided for.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
CLAY-ROANE PUBLIC SERVICE DISTRICT:

Section 1. Pursuant o the Resolution and the Act, this Supplemental Resolution is
2



adopted and there are hereby authorized and ordered to be issued the following bonds of the Issuer:

A, Water Revenue Bonds, Series 2004 A (West Virginia Infrastructure Fund), of
the Issuer, originally represented by a single bond, numbered AR-1, in the original principal amount
of $1,000,000. The Series 2004 A Bonds shall be dated the date of delivery, shall finally mature
September 1, 2044, and shall bear no interest. The principal of the Series 2004 A Bonds shall be
payable quarterly on March 1, June 1, September 1 and December 1 of each year, commencing
December 1, 2006, in the amounts set forth in the Schedule Y attached to the Loan Agreement and
incorporated in and made a part of the Series 2004 A Bonds, The Series 2004 A Bonds shall be
subject to redemption upon the written consent of the Authority and the Council, and upon payment
of the redemption premium, if any, and otherwise in compliance with the Loan Agreement, so long
as the Authority shall be the Registered Qwner of the Series 2004 A Bonds.

B. Water Revenue Bonds, Series 2004 B (United States Department of
Agriculture), of the Issuer, originally represented by a single bond, numbered BR-1, in the original
principal amount of $360,000. The Series 2004 B Bonds shall be dated the date of delivery, shall
mature forty years from the date thereof, and the principal amount advanced under the Series 2004 B
Bonds shall bear interest at the rate of 4.5% per annum. Monthly installments of interest only on the
amounts advanced under the Series 2004 B Bonds are payable 30 days following the date of delivery
of the Series 2004 B Bonds and on the corresponding day of each month thereafter for the first 24
months after the date of delivery of the Series 2004 B Bonds, and thereafter, monthly installments of
principal of and interest on the Series 2004 B Bonds, in the aggregate amount of $1,653.00, are
payable on the corresponding day of each month, except that the final installment on the Series 2004
B Bonds shall be paid at the end of 40 years from the date of the Series 2004 B Bonds in the sum of
the unpaid principal and interest due on the date thereof, The Series 2004 B Bonds are subject to
prepayment as set forth in the Resolution and the Series 2004 B Bonds. All principal and interest
payments on the Series 2004 B Bonds will be paid by the Issuer directly to the order of the United
States of America at its National Finance Office, 1520 Market Street, St. Louis, Missouri 63103.

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

Section 3. The Issuer hereby ratifies, approves and accepts the Loan Agreement,
including all schedules and exhibits attached thereto, a copy of which is incorporated herein by
reference, and the execution and delivery of the Loan Agreement by the Chairperson and the
performance of the obligations contained therein, on behalf of the Issuer, are hereby authorized,
approved and directed. The Issuer hereby affirms all covenants and representations made in the Loan
Agreement and in the applications to the Council and the Authority. The Issuer hereby ratifies,
approves and accepts the Letter of Conditions, and all amendments thereto, and the performance of
the obligations contained therein, on behalf of the Issuer, is hereby authorized, approved and
directed. The price of the Bonds shall be 100% of par value, there being no interest accrued thereon,
provided that the proceeds of the Bonds shall be advanced from time to time as requisitioned by the
Issuer.



Section 4. The Issuer hereby appoints and designates Clay County Bank, Clay, West
Virginia, to serve as Registrar (the “Registrar”) for the Series 2004 A Bonds under the Resolution
and approves and accepts the Registrar’s Agreement to be dated the date of delivery of the Bonds, by
end between the Issuer and the Registrar, and the execution and delivery of the Registrar’s
Agreement by the Chairperson, and the performance of the obligations contained therein, on behalf
of the Issuer, are hereby authorized, directed and approved.

Section 5. The Issuer hereby appoints and designates the West Virginia Municipal
Bond Commission, Charleston, West Virginia (the “Commission™), to serve as Paying Agent for the
Series 2004 A Bonds under the Resolution.

Section 6. The Issuer hereby appoints and designates Clay County Bank, Clay, West
Virginia, to serve as Depository Bank for the Revenue Fund, the Depreciation Fund and the Series
2004 Bonds Construction Trust Fund.

Section 7. Series 2004 A Bonds proceeds in the amount of $-0- shall be deposited in
the Series 2004 A Bonds Sinking Fund as capitalized interest.

Section 8. Series 2004 A Bonds proceeds in the amount of $-0- shall be deposited in
the Series 2004 A Bonds Reserve Account.

Section 9. Series 2004 A Bonds proceeds in the amount of $295,000 shall be paid to
the Commission to pay in full the entire outstanding principal of and any accrued interest and
administrative fees on the Series 2001 A Bond.

Section 10. Series 2004 B Bonds proceeds in the amount of $-0- shall be deposited in
the Series 2004 B Bonds Sinking Fund as capitalized interest.

Section 11. Series 2004 B Bonds proceeds in the amount of $-0- shall be deposited in
the Series 2004 B Bonds Reserve Account.

Section 12. The remaining proceeds of the Bonds, as advanced from time to
time, shall be deposited in or credited to the Series 2004 Bonds Construction Trust Fund, as received
by the Issuer for payment of costs of the Project, including costs of issuance of the Bonds,

Section 13. The Chairperson 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 Resolution approved and provided for, to the end that the Series 2004 A
Bonds may be delivered to the Authority pursuant to the Loan Agreement on November 12,
2004, and the Series 2004 B Bonds may be delivered to the Government pursuant to the Letter of
Conditions on November 12, 2004.

Section 14. 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
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will promote the health, welftre and safety of the residents of the Issuer.

Section 15, The Issuer hereby determines to invest ell moneys in the funds and
aceounts established by the Resnlution held by the Depository Bank until expended, in monsy
market accounts secured by & pledge of Government Obligations, and therefore, the lssuer hereby
directs the Depository Bank to invest all moneys in such money markst accounts until furiher
directed in writing by the lssuer. Moneys in the Sinking Funda and the Reserve Accoumts for the
Series 2004 Bonds shall be invested by fhe Cammission in the West Virginia Consolidated Fund.

Sertion 16, The lssuer hereby approves and goscepts all santyacts relating to the
fineancing, aequisition and construction nf the Projest and the Chairperson is hereby authorized and
dirested to execute and dshivar all such coutracts.

Section 17. The Issuer hereby approves the costs of issuance and authorizes the
payment of the same. -

Section 18, This Supplemental Resolution shall be effective immediately following
adoption hereof,

Adopted this 14" day of October, 2004.
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CERTIFICATION

Certifled as & ttue copy of a Supplemenial Resolution daly adopted by the Public
Service Board of Cley-Roane Public Service District on the 14 day of October, 2004,

Dated this 12" day of Novembsr, 2004.

S [SEAL %&M@M}K’
§




UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-1 $1,000,000

KNOW ALL MEN BY THESE PRESENTS: That CLAY-ROANE PUBLIC
SERVICE DISTRICT, a public service district, public corporation and political subdivision of
the State of West Virginia in Clay and Roane Counties 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 DEVELO@ NT AUTHORITY (the “Authority”)

or registered assigns, the sum of ONE M ﬁ LRARS ($1,000,000), or such lesser
amount as shall have been advanced tﬁy@% \Netéunder and not previously repaid, as set
forth in the “Record of Advances” ed as EXHIBIT A hereto and incorporated herein by
reference, in quarterly instaliments on March 1, June 1, September 1 and Decernber 1 of each
year, commencing December 1, 2006, as set forth on the “Debt Service Schedule” attached as
EXHIBIT B hereto and incorporated herein by reference.

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

. This Bond may be redeemed prior to its stafed date of maturity in whole or in
part, but only with the express written consent, g@@@u&oﬁty and the West Virginia
Infrastructure and Jobs Development Connci, %%ﬁa WhcEP), and upon the terms and conditions
prescribed by, and otherwise in compli i ¢ Loan Agreement by and between the Issuer
and the Authority, on behalf of the Council, dated November 12, 2004.

This Bond is issued (i) to pay in full the entire outstanding principal of and any
interest and administrative fees on the Issuer’s Water Revenue Bond, Series 2001 A (West
Virginia Infrastructure Fund) (the “Series 2001 A Bond); (ii) to pay a portion of the costs of
acquisition and construction of certain improvements and extensions to the existing public water
facilities of the Issuer (the “Project™); and (iii) to pay certain costs of issuance of this Bond and
related costs. The existing public water 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 and Chapter 31, Article 15A of the
Code of West Virginia, 1931, as amended (collectively, the “Act™), a Bond Resolution duly
adopted by the Issuer on October 14, 2004, and a Supplemental Resolution duly adopted by the
Issuer on October 14, 2004 (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 this Bond under the
Bond Legislation, '

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER
RESPECTS, WITH THE ISSUER'S (1) WATER REVENUE BOND, SERIES 1990, DATED
NOVEMBER 5, 1990, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL, AMOUNT
OF $450,000 (THE “SERIES 1990 BOND™); (2) WATER REVENUE BOND
(VARNEYTOWN PROJECT), SERIES 1997, DATED APRIL 4, 1997, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF -§40,000 (THE “SERIES 1997
BOND”); (3) THE PROCIOUS PUBLIC SERVICE DISTRICT, WATER REVENUE BOND,
SERIES 1982, DATED SEPTEMBER 24, 1982 1SSUED'IN'THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $192,000 (THE “SERIES 1980 BOND"); AND (4) ISSUED
CONCURRENTLY HEREWITH THE WATER REVENUE BONDS, SERIES 2004 B
(UNITED STATES DEPARTMENT OF AGRICULTURE), DATED NOVEMBER 12, 2004,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $360,000 (THE
“SERIES 2004 B BONDS”). THE SERIES 1990 BOND, THE SERIES 1997 BOND AND
THE SERIES 1980 BOND 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 System, on a parity with the pledge of
Net Revenues in favor of the registered owners of the Prior Bonds and the Series 2004 B Bonds,
and from moneys in the reserve account created under the Bond Legislation for this Bond (the
“Series 2004 A Bonds Reserve Account”) and unexpended proceeds of this Bond. Such Net -
Revenues shall be sufficient to pay the principal of and interest, if any, on all bonds which may
be issued pursuant to the Act and shall be set aside as & special fund hereby pledged for such
purpose. This Bond does not constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory provisions or limitations, nor shall the Issuer be obligated to pay the
same, except from said special fund provided from %bgi\[ﬂt Revenues, the moneys in the
Series 2004 A Bonds Reserve Account and une Y Ri._g@‘ .jg Ocgeds of this Bond. Pursuant to the
Bond Legislation, the Issuer has covenfitited \indagrced to establish and maintain just and
equitable rates and charges for the use ofth 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 of principal of and interest, if any, on this Bond
payable in any year and all other obligations secured by a lien on or payable from such revenues
on a parity with this Bond, including the Prior Bonds and the Series 2004 B Bonds; provided
however, that so long as there exists in the Series 2004 A Bonds Reserve Account, an amount at
least equal to the maximum amount of principal and interest, if any, which will become due on
this Bond in the then current or any succeeding year, and in the respective reserve accounts
established for any other obligations outstanding on a parity with this Bond, including the Prior
Bonds and the Series 2004 B 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
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the Reg;lstered Owmer (as defined in the Bond Legislation) of this Bond for the terms of which
reference is made to the Bond Legislation. Remedies provided the Registered Owner of this
Bond are exclusively as provided in the Bond Legislation, to which reference is here made for a
detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is transferable,
as provided in the Bond Legislation, only upon the books of the Registrar (as defined in the
Bond Legislation) by the Registered Owner, or by its attomey 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 attqmeyﬂc%lly authorized in writing,

L fnsh

Sub_]ect to the registration r Ec‘mé@%s\‘ \sﬁét‘ ifrth herein, this Bond, under the
provision of the Act, is and has all the qualltles 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 refunding the Series 2001 A Bond,
the costs of the Project and the costs of issuance hereof as described in the Bond Legislation, and
there shall be and hereby is created and granted a lien upon such moneys, until so applied, in
favor of the Registered Owner of this Bond.

In accordance with the requirements of the United States Department of
Agriculture for the issuance of parity obligations, this Bond will be in default should any
proceeds of this Bond be used for a purpose that will contribute to excessive erosion of highly
erodible land or o the conversion of wetlands to produce an agricultural commodity. ‘

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and b p aglﬁrecedent to and at the issuance
of this Bond do exist, have happened, an g Qﬂd due time, form and manner as
required by law, and that the amount od@ ﬂkﬁ, togsther with all other obligations of the
Issuer, does not exceed any limit prescribed by the Constitution or statutes of the State of
West Virginia and that a sufficient amount of the Net Revenues of the System has been pledged
to and will be set aside into said special fund by the Issuer for the prompt payment of the
principal of this Bond.

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




IN WITNESS WHEREOQF, CLAY-ROANE PUBLIC SERVICE DISTRICT
has caused this Bond fo be signed by its Chairperson and its corporate seal to be hereunto affixed
and attested by its Secretary, and has caused this Bond to be dated November 12, 2004. -

[SEAL]

ATTEST:

ﬂ/(t{-fgf&/ e klﬁt
Secretary




CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2004 A Bonds described in the within-mentioned
Bond Legislation and has been duly regisiered in the name of the Registered Owner set forth
above, as of the date set forth below.

s T
T Q F.?;xl?%; o f‘ ;

ey g T S \f’
Date: November 12, 2004% ' \L\%‘J% g
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EXHIBIT B

D SERVICE SCHEDULE

$1,000,000

Clay-Roane PSD (West Virginia)

40 Years (from Closing Date); 0% Interest Rate
Closing Date: November 12, 2004

Debt Service Schedule [%? %@“\%E@

Date Prin Coupon "~ Total P41
12012004 . “ “
03/0172005 - . .
06/01/2005 . - -
09/01/2005 . - -,
12/01/2005 - - -
03/01/2006 - - -
061012006 - - -
09/01/2006 - - -
12/0172006 6,578.95 - 6,578.95
03/01/2007 : 6,578.95 - 6,578.95
06/012007 6,578.95 - 6,578.95
09/01/2007 6,578.95 - 6,578.95
12/01/2007 6,578.95 - 6,578.95
03/01/2008 6,578.95 - 6,578.95
06/01/2008 6,578.9% - 6,578.95
05/(1/2008 6,578.95 - 6.578.95
124012008 6,578.95 - 6,578.95%
03/01/2009 6,578.95 - 6,578.95
06/01/2009 6,578.95 - 6,578.95
09/01/2008 6,578.95 - 6,578.95
1270172008 6,578.95 - 6,578.95
03/01/2010 6,578.95 - - 6,578.95
06/01/2010 6,578.95 - 6,578.95
09/01/2010 6,578.95 . 6,578.95
120172010 6,578.95 - 6,578.95
03/01/2011 6,578.95 - 6,578.95
06/01/2011 6,578.95 . 6,578.95
09/01/2011 6,578.95 - 6.578.95

- 6,578.95

12/01/2011 6,578.95




03/01/2012 6,578.95 - 6,578.95
06/01/2012 6,578.95 - 6,578.95
09/01/2012 6,578.95 - 6,578.95
12/01/2012 6,578.95 - 6,578.95
03/01/2013 6,578.95 - 6,578.95
06/01/2013 6,578.95 R 6,578.95
09/01/2013 6,578.95 - 6,578.95
12/01/2013 6,578.95 . 6,578.95
03/01/2014 6,578.95 - 6,578.95
06/01/2014 6,578.95 - 6,578.95
0570172014 6,578.95 - 6,578.95
1270172014 6,578.95 - 6,578.95
03/01/2015 6,578.95 - 6,578.95
06/01/2015 6,578.95 - 6,578.95
09/01/2015 6,578.95 - 6,578.95
12/01/2015 6,578.95 = 6,578.95
03/01/2016 6,578.95— = 07 (72 L s \E VA 6,578.95
06/01/2016 6,578.95%; i L\ LT 6,578.95
09/0172016 6,578.95= N 6,578.95
12/01/2016 6,578.95 - 6,578.95
03/01/2017 6,578.95 - 6,578.95
06/01/2017 6,578.95 - 6,578.95
09/01/2017 6,578.95 - 6,578.95
12/01/2017 6,578.95 - 6,578.95
03/01/2018 6,578.95 - 6,578.95
06/01/2018 6,578.95 - 6,578.95
09/01/2018 6,578.95 - 6,578.95
12/01/2018 6,578.95 - 6,578.95
03/01/2019 6,578.95 - 6,578.95
06/01/2019 6,578.95 - 6,578.95
09/01/2019 6,578.95 - 6,578.95
12/01/2019 6,578.95 - 6,578.95
03/01/2020 6,578.95 - . 6,578.95
06/01/2020 6,578.95 - 6,578.95
09/01/2020 6,578.95 - 6,578.95
12/01/2020 6,578.95 - 6,578.95
03/01/2021 6,578.95 - 6,578.95
06/01/202.1 6,578.95 - 6,578.95
09/01/2021 6,578.95 - 6,578.95
12/01/2021 6,578.95 - 6,578.95
03/01/2022 6,578.95 - 6,578.95
06/01/2022 6,578.95 - 6,578.95
09/01/2022 6,578.95 - 6,578.95
12/01/2022 6,578.95 - 6,578.95
03/01/2023 6,578.95 - 6,578.95
6.578.95 B 6.578.95




06/01/2023

09/01/2023 6,578.95 - 6,578.95
12/01/2023 6,578.95 . 6,578.95
03/01/2024 6,578.95 - 6,578.95
06/01/2024 6,578.95 - 6,578.95
09/01/2024 6,578.95 - 6,578.95
12/01/2024 6,578.95 - 6,578.95
03/01/2025 6,578.95 . 6,578.95
06/01/2025 6,578.95 N 6,578.95
09/01/2025 6,578.95 - 6,578.95
12/01/2025 6,578.95 - 6,578.95
03/01/2026 6,578.95 . 6,578.95
06/01/2026 6,578.95 . 6,578.95
09/01/2026 6,578.95 i 6,578.95
12/01/2026 6,578.95 - 6,578.95
03/01/2027 6,578.95 - 6,578.95
06/01/2027 6,578.95 T 6,578.95
09/0122027 6,578.95 N 6,578.95
12/01/2027 6,578.95 T 6,578.95
03/01/2028 6,578.95~ = T {1 N0y 6,578.95
S LN Ut
06/01/2028 6,578.95 ~ . 6,578.95
09/01/2028 6,578.95 - 6,578.95
12/01/2028 6,578.95 - 6,578.95
03/01/2029 6,578.95 - 6,578.95
06/01/2029 6,578.95 - 6,578.95
09/01/2029 6,578.95 - 6,578.95
12/01/2029 6,578.95 N 6,578.95
03/01/2030 6,578.95 . 6,578.95
06/01/2030 6,578.95 - 6,578.95
09/01/2030 6,578.95 - 6,578.95
12/01/2030 6,578.95 - 6,578.95
03/0172031 6,578.95 - 6,578.95
06/01/2031 6,578.95 N 6,578.95
09/01/2031 6,578.95 . 6,578.95 .
12/01/2031 6,578.95 - 6,578.95
03/01/2032 6,578.95 - 6,578.95
06/01/2032 6,578.95 N 6,578.95
09/01/2032 6,578.95 - 6,578.95
12/01/2032 6,578.95 - 6,578.95
03/01/2033 6,578.95 " 6,578.95
06/01/2033 6,578.95 - 6,578.95
09/01/2033 6,578.95 - 6,578.95
12/01/2033 6,578.95 - 6,578.95
03/01/2034 6,578.95 - 6,578.95
06/01/2034 6,578.95 - 6,578.95
09/01/2034 6,578.95 - 6,578.95




12/01/2034 6,578.94 - 6,578.94
03/01/2035 6,578.94 - 6,578.94
06/01/2035 6,578.94 . 6,578.94
09/01/2035 6,578.94 - 6,578.94
12/01/2035 6,578.94 . 6,578.94
03/01/2036 6,578.94 - 6,578.94
06/01/2036 6,578.94 - 6,578.94
09/01/2036 6,578.94 - 6,578.94
12/01/2036 6,578.94 - 6,578.94
03/01/2037 6,578.94 - 6,578.94
06/01/2037 6,578.94 - 6,578.94
09/01/2037 6,578.94 - 6,578.94
12/01/2037 6,578.94 - . 6,578.94
03/01/2038 6,578.94 - 6,578.94
06/01/2038 6,578.94 - 6,578.94
09/01/2038 6,578.94 - 6,578.94
12/01/2038 6,578.94 - 6,578.94
03/01/2039 6,578.94 = A 6,578.94
06/01/2039 657884 _ — = T LTTIERT 6,578.94
RV R

09/01/2039 6,57894 =Y T - 6,578.94
12/01/2039 6,578.94 - - 6,578.94
03/01/2040 6,578.94 - 6,578.94
06/01/2040 6,578.94 - 6,578.94
09/01/2040 6,578.94 - 6,578.94
12/01/2040 6,578.94 - 6,578.94
03/01/2041 6,578.94 - 6,578.94
06/01/2041 6,578.94 - 6,578.94
09/01/2041 6,578.94 - 6,578.94
12/01/2041 6,578.94 - 6,578.94
03/01/2042 6,578.94 - 6,578.94
06/01/2042 6,578.94 - 6,578.94
09/01/2042 6,578.94 - 6,578.94
12/01/2042 6,578.94 - 6,578.94
03/01/2043 6,578.94 - 6,578.94
06/01/2043 6,578.94 - 6,578.94
09/01/2043 6,578.94 - 6,578.94
12/01/2043 6,578.94 - 6,578.94
03/01/2044 6,578.94 - 6,578.94
06/01/2044 6,578.94 . 6,578.94
09/01/2044 6,578.94 - 6,578.94

Total $1,000,000.00 - $1,000,000.00

10




(Form of})
ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers
unto the within Bond and does hereby
itrevocably constitute and appoint , Atforney to transfer

the said Bond on the books kept for registaligg\ Qfﬂthe@l&ﬁ&n Bond of the said Issuer with
fult power of substitution in the prem\t;s;ﬁ\ F‘,"" AL

1
[ BE

| 215
Aot o
At :

Dated: . 20

In the presence of:

11




UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. BR-1 $360,000

FOR VALUE RECEIVED, CLAY-ROANE PUBLIC SERVICE DISTRICT, a
public service district, public corporation and politicab subdivision of the State of West Virginia
in Clay and Roane Counties of said Sta.te \5-‘@ promises to pay to the order of the
UNITED STATES OF AMERICA chWiént™), at its National Finance Office, 1520
Market Street, St. Louis, Missouri \lsO or at such other place as the Government may
hereafter designate in writing, and in the manner provided below, the principal sum of THREE
HUNDRED SIXTY THOUSAND DOLLARS ($360,000), or such lesser amount as is set forth
on the Record of Advances attached hereto and incorporated herein by reference, plus interest on

the unpaid principal balance at the rate of 4.5% per annum.

The principal of and interest on this Bond shall be paid in the following
installments on the following dates: Monthly installments of interest only on the amounts
advanced hereunder, commencing 30 days following the date of delivery of this Bond and
continuing on the corresponding day of each month thereafier for the first 24 months afier the
date hereof, and thereafter, on the corresponding day of each month in installmernts of principal
and interest in the aggregate amount of $1,653.00, except that the final installment shall be paid
at the end of 40 years from the date of this Bond in the sum of the unpaid principal and interest
due on the date thereof and except that prepayments may be made as provided below. This
consideration shall support any agreement modifying the foregoing schedule of payments.

If the total amount of the loan @ceﬂ at the time of loan closing, the loan
shall be advanced to the Issuer as n and approved by the Government and
interest shall accrue on the amoun' vance from its actual date as shown on the Record

of Advances attached heretoas ap ere.oﬁ

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

Prepayments of scheduled installments, or any portion thereof, may be made at any
time at the option of the Issuer. Extra payments, as defined in the regulations of the
‘Government, shall, after payment of interest, be applied to the installment last to come due under
this Bond and shall not affect the obligation of the Issuer to pay the remaining installments as
scheduled herein.

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




evidenced hereby and be immediately due and payable by the Issuer to the Government without
demand. The Issuer agrees to use the loan evidenced hereby solely for purposes authorized by
the Government. The Issuer has granted to the Government a lien on the proceeds of this Bond
until such proceeds are expended for authorized purposes.

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 water facilities of the Issuer (the
“Project”); and (ii) to pay certain costs of issuance of this Bond and related costs. The existing
public water facilities of the Issuer, the Project and any further improvements or extensions
thereto are herein called the “System.” This Bond i under the authority of and n full
compliance with the Constitution and s m fﬁ Eh e of West Virginia, including
particularly Chapter 16, Article 13A m ¢ West Virginia, 1931, as amended (the
“Act™), a Bond Resolution duly adop the Issuer on October 14, 2004, and a Supplemental
Resolution duly adopted by the Issuer on October 14, 2004 (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 this Bond under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER RESPECTS,
WITH THE ISSUER'S (1) WATER REVENUE BOND, SERIES 1990, DATED NOVEMBER
5, 1990, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $450,000
(THE “SERIES 1990 BOND”); (2) WATER REVENUE BOND (VARNEYTOWN PROJECT),
SERIES 1997, DATED APRIL 4, 1997, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $40,000 (THE “SERIES.1997 BOND”); (3) THE PROCIOUS
PUBLIC SERVICE DISTRICT, WATER REVENUE BOND, SERIES 1982, DATED
SEPTEMBER 24, 1982, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT

OF $192,000 (THE <“SERIES 1980 BOND"), (4) ISSUED CONCURRENTLY
HEREWITH THE WATER REVENUE 2004 A (WEST VIRGINIA
INFRASTRUCTURE FUND), DA 12 2004, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMO F~$1,000,00¢ (THE “SERIES 2004 A BONDS”).

THE SERIES 1990 BOND, THE SERIES 1997 BOND AND THE SERIES 1982 BOND 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 System, on a parity with the pledge of
Net Revenues in favor of the registered owners of the Prior Bonds and the Series 2004 A Bonds,
and from moneys in the reserve account created under the Bond Legislation for this Bond (the
“Series 2004 B Bonds Reserve Account™) and unexpended proceeds of this Bond. 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 an indebtedness of the Issuer within the meaning of any
constitutional or statutory provisions or limitations, nor shall the Issuer be obligated to pay the
same or the interest hereon, except from said special fund provided from the Net Revenues, the
moneys in the Series 2004 B Bonds Reserve Account and unexpended proceeds of this Bond.




Pursuant to the Bond Legislation, the Issuer has covenanted and agreed to establish and maintain
just and equitable rates or 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 of principal of and interest on this
Bond payable in any year and all other obligations secured by a lien or payable from such
revenues on a parity with this Bond, including the Prior Bonds and the Series 2004 A Bonds;
provided however, that so long as there exists in the Series 2004 B Bonds Reserve Account, an
amount at least equal to the maximum amount of principal and interest which will become due
on this Bond in the then current or any succeeding year, and in the respective reserve accounts
established for any other obligations outstanding on a N ity with this Bond, including the Prior
Bonds and the Series 2004 A Bon ﬁgt%%h* equal to the requirement therefor, such
percentage may be reduced to 11 “The! entered into certain further covenants with
the Reglstered Owner (as defined 1ﬁ the Bond Legislation) of this Bond for the terms of which
reference is made to the Bond Legislation. Remedies provided the Registered Owner of this
Bond are exclusively as provided in the Bond Legislation, to which reference is here made for a
detailed description thereof.

Subject to the registration requirements set forth in the Bond Legislation, this Bond
is transferable, as provided in the Bond Legislation, only upon the books of the Secretary of the
Issuer, as registrar (the “Registrar’™), which shall be kept for that purpose at the office of the
Registrar, by the Registered Owner or by its attorney or legal representative duly authorized in
writing, upon surrender of this Bond, together with a written instrurnent of transfer satisfactory
to the Registrar, duly executed by the Registered Owner or its attorney or legal representative
duly authorized in writing,

Subject to the registration requirements set forth in the Bond Legislation, 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 e\—o[ﬁ ond, after reimbursement and repayment
of all amounis advanced for preli Qﬁ‘ﬂ i; vided by law and the Bond Legislation,
shall be apphed solely to payment th%‘-’costs of the Project and the costs of issuance hereof as
described in the Bond Legislation, and there shall be and hereby is created and granted a lien
upon such moneys, until so applied, in favor of the Registered Owner of this Bond.

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

If at any time it so appears to the Government that the Issuer may be able to obtain
a loan from a responsible cooperative or private creditor at reasonable rates and terms for loans
for such purposes and period of time, the Issuer will at the Government’s request apply for and
accept such loan in sufficient amount to repay the Government.




In accordance with the requirements of the United States Department of
Agnculturc for the issuance of parity obligations, this Bond will be in defanlt should amy
proceeds of this Bond be used for a purpose that will contribute to excessive erosion of highly
erodible land or to the conversion of wetlands to produce an agricultural commodity.

This Bond is given as evidence of a loan to the Issuer made or insured by the
Government pursuant to the Rural Development Act of 1972, This Bond shall be subject to the
present regulations of the Government and to its future regulations not inconsistent with the
express provisions hereof. - -

i % e
IT IS HEREBY " %C‘ITED AND DECLARED that all acts,

conditions and things required to c:‘i’Ist, happen and be performed precedent to and at the issuance
of this Bond do exist, have happened and have been performed in due time, form and manner as
required by law, and that the amount of this Bond, together with all other obligations of the
Issuer, does not exceed any limit prescribed by the Constitution or statutes of the State of West
Virginia and that a sufficient amount of the Net Revenues of the System has been pledged to and
will be set aside into said special fund by the Issuer for the prompt payment of the principal of
and interest on this Bond.

All provisions of the Band 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, CLAY-ROANE PUBLIC SERVICE DISTRICT has
caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto affixed and
attested by its Secretary, and has caused this Bond to be dated November 12, 2004.

<Y i@n‘%&\m

-

N

erson

ATTEST:

hug rd Mkzn%

ecretary
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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 said Bond on the books kept for
registration thereof with fill power of SUbS‘IJtllthIl 1‘& g\prems&s

o' LGt

In the presence of:




BOND REGISTER

$1,000,000
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

BOND NO AMOUNT REGISTERED OWNER DATE OF BOND
AR-1 $1,000,000 West Virginia Water November 12, 2004
Development Authority
180 Association Drive

Charleston, WV 25311

ALL ASSIGNMENTS OR CHANGES OF OWNERSHIP OF THESE BONDS MUST BE

REPORTED ON THIS BOND REGISTER PURSUANT TO SECTION 3.05 OF THE BOND
RESOLUTION.



. BOND REGISTER

$360,000
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

BOND NO. AMOUNT REGISTERED OWNER DATE OF BOND
BR-1 $360,000 United States of America November 12, 2004
National Finance Office
1520 Market Street

St. Louis, Missouri 63103

ALL ASSIGNMENTS OR CHANGES OF OWNERSHIP OF THESE BONDS MUST BE
REPORTED ON THIS REGISTRY PURSUANT TO SECTION 3.05 OF THE BOND
RESOLUTION.
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WATER REVENUE BORDS, SERIES 1990

BOKD RESOLUTION -

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01 Authoriry for this Resolution
Section 1.02 Findings and Determinations
Section 1.03° Bond Legislacion Cbnsritu:es Contract
Section 1.04 - Definitions
IUHEICEdi II
AHTHORIZATIDN 0F ACQUISITION. AND
CONSTRUCTION OF THE PROJECT
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: Exchange of Bond -
Section 3.04  Bond Registrar
Secrion 3.05 Execution of Bond
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Section 3.08 Form of Bond
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DISPOSITION OF BORD PROCEEDS;
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Section 4.01 Establishment of Funds and Accounts with

Depository Bank 18
Section 4.02 Bond Proceeds; Project Construction
Account 18
Section 4.03 (Covenants of the Issuer as to System
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GENERAI COVENANTS, EIC
Section 5.01 General Statement 23
Section 5.02 Rates 23
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Section 5.12 Events of Default 27
Section 5.13 Enforcement 27
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RATES, ETC
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MISCELLANEOUS
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CLAY/ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1990

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF PUBLIC SERVICE PROPERTIES OF
CLAY/ROANE FUBLIC SERVICE DISTRICT CONSTITUTING
WATERWORKS FACILITIES AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREOF, THROUGH
THE ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$450,000 IN AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BOND, SERIES 1990; DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE BOND;
PROVIDING GENERALLY FOR THE RIGHTS AND REMEDIES
AND SECURITY OF THE HOLDERS OF THE BOND: AND
ADOPTING OTHER PROVISIONS RELATING THERETO

BE IT RESQLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF
CLAY/ROANE PUBLIC SERVICE DISTRICT:

TICL

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for <this Resolution. This
Resolution (together with any order or resolution supplemental hererto
or amendatory hereof, 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 and Determinations. It is hereby
found, determined and declared that:

A. Clay/Roane Public Service District (the ~"Issuexr”) is
a public service district and political subdivision of the State of
West Virginia in Clay and Roane Gounties of said State, duly created
by The County Commission of Clay County pursuant to the Act.

B. The Issuer presently does not own or operate a public
waterworks system, and it is deemed essential, comvenient, necessary
and desirable for the health, safety, advantage, convenience and
welfare of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered that there be acgquired and constructed certain
waterworks facilities consisting of a waterworks system of
approximately 11 miles from Procious, Clay County, to Newton, Reane
County, including transmission facilities, a 50 gpm booster station,




~

a 100,000 gallon water storage tank and upgrading an existing booster
station to 70 gpm, with all necessary appurtenant facilities (the
"Project”), which constitute properties for the diversion,
development, pumping, lwpounding, treatment, storage, distribution or
furnishing of water to or for the public for iIndustrial, public,
private or other uses (the Project and any additions and improvements
thereto or extensions thereof is herein called the "System”) at an
estimated cost of 51,995,000, in accordance with the plans and
specifications prepared by the Consulting Engineers, which plans and
specifications have heretofore been filed with the Secretary of che
Public Service Board (the "Governing Body”) of the Issuer, of which
approximately $450,000 will be obtained from the Bond, approximately
$750,000 will be obtained by a grant from the Purchassar, approximately
$750,000 will be obtained by a grant from the Department of Housing
and Urban Development (Small Cicies Block Granmt through the State of
West Virginia), approximately $25,000 will be obtained by a grant from
The County Commission of Clay County and approximately $20,000 will
be obtained by a grant from The County Commission of Roane County,
Water will be purchased from Procious Public Service District pursuant
to a water purchase contract between Procious Public Service Districe
and the Issuer. The acquisition and construction of the Project and
the financing hereby authorized and provided for are public purposes
of the Issuer and are ordered for the purpose of meeting and serving
public convenience and. necessity,

C. The estimated revenues to be derived in each year from
the operation of the System after completion of the Project will be
sufficient to pay all the costs of the operation and maintenance of
the System, the prineipal of and interest on the Bond (as hereinafter
defined) and all debt service, reserve fund and other payments
provided for herein.

D. It is deemed necessary for the Issuer to issue its
Water Revenue Bond in the aggregate principal amount of $450,000 to
finance part of the costs of acquisition and comstruction of the
Project. The cost of such acquisition and construction shall be
deemed to include, without being limited to, the acquisition and
construction of the Project; the acquisition of any necessary
property, real or personal, or interest therein; interest on the Bond
prior to, during and for 6 months after completion of such
construction to the extent that revenues of the System are not
sufficient therefor: engineering and legal expenses; expenses for
estimates of costs and revenues; expenses for plans, specifications
and surveys; and such other expenses as may be necessary or incidental
to the comstruction of the Project and the financing authorized
hereby; provided, that reigbursement to the Issuer for any amouncs
expended by it for the repayment of indebtedness Incurred for Costs
of the Project by the Issuer shall be deemed Costs of thes Project.

2.




E. The period of usefulness of the System after completion
of the Project 1s not less than 40 years.

F. It is in the best interests of the Issuer that the Bond
be sold to the United States Department of Agriculture, Farmers Home
Administration (the "Purchaser”), pursuant to the terms and provisions
of a letter of conditions dated April 6, 1988, and all amendmants
thereto (collectively, the "Letter of Gonditions”).

G. There are no outstanding obligations of the Issuer
which will rank prior to or on a parity with the Bond as to lien,
pledge and/or source of and security for payment.

H. The Issuer has complied with all requirements of law
relating to authorization of the acquisition and construction of the
Project, the operation of the System, including, without limitatiocn,
the imposition of rates and charges, and the issuance of the Bond, or
will have so complied prior to issuance of the Bond, including among
other things and without limitation, the consent and approval,
pursuant to the Act and all other provisions of law, of the lssuance
of the Bond, the acquisition and construction of the Project and the
imposition of rates and charges by the Public Service Commission of
West Virginia by final order, the time for rehearing and appeal of
which have expired. '

Section 1.03., Bond Legislation Comstitures Gontract. In
consideration of the acceptance of the Bond by thouse who shall be the
Registered Owner of the same from time to time, this Bond Legislation
shall be deemed to be and shall comstitute a contract between the
lssuer and such Registered Owner, and the covenants and agreements
herein set forth to be performed by the Issusr shall be for the
benefit, protection and security of the Registered Ownmer of such Bond.

Section 1.04. Definitions. The following terms shall have

the following meanings herein unless the text otherwise expressly
requlres:

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

"Bond” means the Water Revenue Bond, Series 1590, authorized
hereby to be 1ssuad.

"Bond Legislation,” "Resolution” or “Bond Resclution” means
this Bond Resolution and all orders and resolutions supplemental
hereto or amendatory hereof,




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

"Chairman” means the Chairman of the Governing Body.

"Consulting Engineer” nmeans Kelley, Gidley, Blair & Wolfe,
Charleston, West Virginia, or any qualified engineer or firm of
engineers which shall at any time hereafter be retzined by the Issuer
as Consulting Engineer for the System.

"Costs” or "Costs of the Project” means those costs
described in Section 1.020 hereof to be a part of the cost of
acquisition and construction of the Project.

"Depository Bank” means First National Bank of Spencer,
Spencer, West Virginia, a bank or trust company which is a member of
FDIC (herein defined), and its successors and assipns,

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

"FDIC" means the Federal Deposit Insurance Corporation.

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

"Governing Body” means the Public Service Board of the
Issuer,

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

- "Herein” or "herein” means this Bond Legislation.
“Issuar” or "District’ means Clay/Roane Public Service
District, in Clay and Roane Counties, West Virginia, and includes the

Governing Body,

"Letter of Conditions” means the letter of conditions of
the Purchaser dated April &, 1988, and all amendments thereto.




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

"Operating Expenses” means the current expenses, paid or
accrued, of operation and maintenance of the System and its
facilities, and iIncludes, without limiting the generality of the
foregoing, insurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System,
the accumulation of appropriate reserves for charges not annually
recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally
and repularly included under recognized accounting principles and
retention of a sum not to exceed 1/6th of the budgeted Operating
Expenses stated above for the current year as working capital, and
language herein requiring payment of Operating Expenses means also
retention of not to exceed such sum as working capital provided that
all monthly amortization payments upon the Bond and into the Reserve
Fund and the Depreclation Reserve have been made to the last monthly
payment date prior to the date of such retention.

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

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

"Qualified Investments” means and Iincludes any of the
following:

(a) Govermment Obligations;

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

(e} 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 Assoclation; Tennessee Valley




Authority; or Washington Metropolitan Area
Transit Authority;

{(d) Any bond, debenture, note,
participation certificate or other similar
oblipations issued by the Federal Natiomal
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)
wvhich, 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 Govermment
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
sald time accounts:

(£) Momey market funds or similar funds
whose only assets are investments of the TYPpe
described in paragraphs (a) through (e) above;

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




collateral must be free of all claims by third
parties:

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

(i) Obligations of states or polirtical
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.

"Registered Owner,” "Bondholder,” "Holder” or any similar
term means any person who shall be the registersad owner of the Bond.

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

"Secretary” means the Secretary of tha Governing Body.
"State” megns the State of West Virginia.

"Surplus Revenues” shall have the meaning set forth in
Section 4.03 hereof,

"System” means the Project initially, and includes the
complete waterworks system of the Issuer and all waterworks facilities
owned by the Issuer and all facilities and other property of every
nature, real or personal, now or hereafter owned, held or used in
connection with the waterworks system, and shall alzo include any and
all additions, extensions, improvements, properties or other
facilities at any time acquired or constructed for the waterworks
system after completion of the Project.

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

Words importing singular number shall include the plural
number in each case and vice versa; words importing persons shall
include firms and corporations: and words importing the mascuzline,
feminine or neuter gender shall include any other gender,
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Ic IT

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorizationof Acquisition and Construction
of rthe Projeet. There is hereby authorized the acquisition and

construction of the Project, at an estimated cost of $1,995,000, in
accordance with the plans and specifications which have been prepared
by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Bond hereby authorized shall be
applied as provided in Artiecle IV hereof.




ARTICIE IT1

AUTHORIZATION, TERMS, EXECUTIO&,
REGISTRATION AND ISSUE OF BOND

Section 3.01. Authorization of Bond. Subject and pursuant

to the provisions hereof, the Bond of the Issuer, to be known as
"Water Revenue Bond, Series 1990,” is hereby authorized to be issued
In the aggregate principal amount of not exceeding $450,000 for the
purpose of permanently financing a portion of the Costs of the
Project.

sgction 3.02. Deseription of Bond. The Bond shall he

issued in single form, No. R-1, only as a fully registered Bond, and
shall be dated the date of delivery thereof.. The Bond shall bear
Interest from date of delivery, payable monthly at the rate of 5%
per annum and shall be sold for the par value thereef.

The Bond shall be subject to prepayment of scheduled monthly
Installments, or any portion thereof, at the option of the Issuer, and
shall be payable as provided in the Bond form hereinafter sec forth.

Section 3.03. Negotiabilitvy, Registration, Transfer and
Exchanpe of Bond. Subject to the provisions for transfer of
registration set forth below, the Bond shall be and have all the
qualities and incidents of a negoriable instrument under the Uniform
Commercial Code of the State, but the Bond, and the right to primcipal
of, and stated interest on, the Bond, may only be transferred by
transfer of the registration thereof upon the books required to be
kept pursuant to Section '3.04 hereof, by the party in whese name it
is registered, in person or by attornmey duly authorized in writing,
upon surrender of the Bond for cancellationm, accompanied by delivery
of a written instrument of transfer, duly executed in & form
acceptable to the Bond Registrar.

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

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




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

The Bond Registrar shall accept the Bond for registration

- or transfer only if ownership thereof is to ba registered in the name

of the Govermment, an individual (including joint ownership), a
corporation, a partnership or a trust, and only upon receipt of the
social security number of each individual, the federal employer
ldentification number of each corporation or partnership or the social
security numbers of the settlor and beneficiaries of each trust and
the federal employer identification number and date of each trust and
the name of the trustee of each trust and/or such other identifying
number and information as may be required by law. The Bond shall
initially be fully registered as to both principal and interest in the
name of the United States of America, Farmers Home Administration.
So long as the Bond shall be registersed in the neme of the
United States of America, Farmers Home Administration, the addrass of
the United States of. America, Farmers Home Administration, for
registration purposes shall be Post Office Box 678, Morgantown,
West Virginia 26505, or such other address as shall be stated in
writing to the Issuer by the United States of America, Farmers Home
Administration.

Section 3.05. Execution of Bond. The Bond shall be
executed in the name of the Issuer by the Chairman and its corporate

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

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost.

In case the Bond shall become mutilated or be destroyed, stolen or
lost, the Issuer may in its discretion issue and deliver a new Bond
of like tenor as the Bond so mutilated, destroyed, stolen or lost, in
exchange and substitution for such mutilated Bond or in lieu of and
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substitution for the Bond destroyed, stolen or lost, and upon the
holder’s furnishing the Issuer proof of his owmership thereof and
complying with such other reasonable regulations and conditions as the
Issuer may require. The Bond so surrendered shall be cancelled and
held for the account of the Issuer. If the Bond shall have matured
or be about to mature, instead of issuing a substitute Bond the Issuer
may pay the same, and, if such Bond be destroyed, stolen or lost,
without surrender thereof.

Secrion 3.07. Bond Secured bv Pledge of Net Revenues. The
payment of the debt service of the Bond shall be secured forthwith by
a first lien on the Net Revenues derived from the System, in addition
to the statutory mortgage lien on the System hereinafter provided for.
The Net Revenues derived from the System in an amount sufficient to
pay the principal of and interest on the Bond, and to make the
payments as hereinafter provided, are hereby irrevecably pledged to
the payment of the principal of and interest on the Bond as the same
become due. '

sgction 3 .08, Form of Bopd. Subject to the provisions
hereof, the text of the Bond and the other details thereof shall be

of substantially the following tenor, with such omissions, insertions
and variations as may be authorized or permitted heraby or by any
resclution adopted after the date of adoption hereof and prior to the
issuance thereof:

11.
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(FORM OF BOND}
UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA

CLAY/ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1990

$450,000

No. R-1 Date:

FOR VALUE RECEIVED, CLAY/ROANE PUBLIC SERVICE DISTRICT
(herein called the ”"Issuer”) promises to pay to the order of the
United States of America, Farmers Howe Administration (the
"Government”), or its ragistered assigns, at its Natlonal Finance
Office, St. Louis, Missouri, 63103, or at such other place as the
Government may hereafter designate in writing, the principal sum of
FOUR HUNDRED FIFTY THOUSAND DOLLARS ($450,000), plus interest om the
unpaid principal balance at the rate of 5% per annum. The said
pPrincipal and interest shall be paid in the following installments on
the following dates; Monthly installments of interest only,
commencing 30 days following the date of delivery of the Bond and
continuing on the corresponding day of each month for the Ffirst
24 months after the date hereof, and $2,210, covering principal and
interest, thereafter on said corresponding day of each month, except
that the final installment shall be pald at the end of 40 years from
the date of this Bond in the sum of the unpaid principal and interest
due on the date thereof, and except that prepayments may be made as
provided hereinbelow. The consideration herefor shall support any
agreement modifying the foregoing schedule of payments.

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

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

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

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

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

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

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

This Bond is issued to permanently finance a portion of the
costs of acquisition and construction of new waterworks facilities of
the Issuer, and this Bond, together with any additional bonds ranking
on a parity herewith which may be issued and outstanding for the
purpose of providing funds for financing costs of comstruction and
acquisition of additions, extensions and improvements to the
waterworks system (the "System”) of the Issuer, is payable solely from
the revenues to be derived from the operation of the System after
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there have been first paid from such revenues the reasonable current
costs of operation and maintenance of the System. This Bond does not
In any wmanner constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provision or limitation,
nor shall the Issuer be obligated to pay the same or the interest
thereon except from the special fund so provided.

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

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

This Bond has. been issued under and in full compliance with
the Constitution and statutes of the State of West Virginia,
including, among others, Chapter 16, Article 134, of the West Virginia
Code (herein called the "Act”), and with a resolution of the Issuer
duly adopted authorizing issuance of this Bond (the “~Bond
Legislation¥),

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

This Bond is given as evidence of a loan to the Issuer made
or insured by the Government pursuant to the Consolidated Farmers Home
Rural Development Act., This Bond shall be subject to the present
regulations of the Farmers Home Administrarion and to its future
regulations not incomsistent with the express provisions hereof.




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

Y SERV 1CT
{Name of Borrower)

[ CORPORATE SEAL]

(Signarure of Exécuttvé Cfficial)

B, sblic Se ard
(Title of Executive Officilal)

oute 36 ‘ i
.(P.0. Box No. or Street Address)

wto t Virginiag 252 6
(City, State and Zip Code)

ATTEST:

(Signarture of Attesting 0fficial)

Sgeretai ubli ard
{Title of Attesting 0fficial)




RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
ay 8 (6) 8
{2 8§ (7) __§
(33§ (8). S
(4 8 {8y 8
(5 § (10y S
TOTAL $
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(Form of Assigrment)

ASSTGNMENT

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

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

Dated: .

In the presence of:
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ARTICIE IV

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

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

(1) Revenue Fund;

(2) Project Construction Account;
(3) Depreciation Reserve: and

{4) Reserve Fund.

Section 4.02. Bond Proceeds: Project Construction Account.

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

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

Until completion of acquisition and comstruction of the
Project, the Issuer will additicnally transfer from the Project
Construction Account and pay to the Purchaser on or before the due
date, such sums as shall be from time to time required to make the
monthly installments on the Bond if there are not sufficienc Net
Revenues to make such monthly payment.

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

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

Section 4.03. Covenangs of the Issuer ag to Svstem Revenues
and Funds. So long as the Bond shall be outstanding and unpaid, or
until there shall have been set apart in the Resarve Fund, a sum
sufficient to pay, when due or at the earliest practical prepayment
date, the entire principal of the Bond remaining unpaid, together with
interest accrued to the date of such payment, the Issuer Ffurther
covenants with the holder of the Bond as follows:

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

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

(1) The Issuer shall first each month pay
from the moneys in the Reveanue Fund all current
Operating Expensas,

(11) The Issuer shall next, on or before the
due date of payment of each installment on the
Bond, transfer from the Revenue Fund and remit to
the National Finance Office designated in the Bond
(or such other place as may be provided pursuant
to the Bond)} the amount required to pay the
interest on the Bond, and to amortize the
principal of the Bond over the life of the Bond
iszsue,.

(11i} The Issuer shall also, on each date that
payment is made as sat forth in (ii) above,
transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Reserve Fund,
1/12th of 1/10th of the amount, as of the date of
calculation, equal to the maximum amount of
principal and interest which will become due on
the Bond in any year, until the amount in the
Reserve Fund equals such maximum amount (the
"Minimum Reserve”)., After the Minimum Reserve
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has been accumulated in the Reserve Fund, the
Issuer shall monthly deposit into the Reserve Fund
such part of the moneys remaining in the Revenue
Fund, after such provision for payment of monthly
installments on the Bond and for payment of
Operating Expenses of the System, as shall be
required to maintain the Minimum Reserve in the
Reserve Fund. Moneys in the Reserve Fund shall
be used solely to make up any deficiency for
monthly payments of the principal of and interest
on the Bond to said National Finance Office (or
other place provided) as the same shall become
- due or for prepayment of installments on the Bond,
or for mandatory prepayment of the Bond as
hereinafter provided, and for no other purpose;
provided, however, that when the Minimum Reserve
has been accumulated in the Reserve Fund, all
earnings of investments of moneys therein shall
at least annually be transferred to and deposited
in the Revenue Fund and used for prepayment of the
principal of the Bond.

(1v) The Issuer shall next, on each date that
payment 1s made as set forth in {11i) above,
transfer from the Revenue Fund and deposit in the
Depreciation Reserve, the moneys remaining in the
Revenue Fund and not permitted to be retained
thersin, until there has been accumulated in the
Depreciation Reserve the sggregate sum of $99,750,
and thereafter such sums as shall be required to
maintain such amount therein, Moneys in the
Depreciation Reserve shall be used first to make
up any deficiencias for monthly payments of
principal of and interest on the Bond as the same
bacome due, and next to restore to the Reserve
Fund any sum or sums transferred therefrom.
Thereafter, and provided that payments into the
Reserve Fund are current and in accordance with
the foregoing provisions, moneys in the
Depreclation Reserve may be withdrawn by the
Issuer and used for extraordinary repairs and for
replacements of equipment and improvements for
the System, or any part thereof.

(v) After all the foregoing provisions for
use of moneys in the Revenue Fund have been fully
complied with, moneys remaining therein and not
required to be retained therein, if any {"Surplus
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Revenues”), may be used to prepay installments of
the Bond or for any lawful purpose.

Whenever the moneys in the Reserve Fund shall be
sufficient to prepay the Bond in full, it shall be the
mandatory duty of the Issuer, anything to the contrary
herein notwithstanding, to prepay the Bond at the earliest
practical dare and in accordance with applicable provisions
hereof.

The Depository Bank is hereby designared as the Fiscal
Agent for the administration of the Reserve Fund and the
Depreciation Reserve herein provided, and all amounts
required for the Reserve Fund and Depreciation Reserve will
be deposited therein by the Issuer upon transfers of funds
from the Revenue Fund at the times provided herein, together
with written advice stating the amount remitted for deposit
into each such fund.

The Revenue Fund, the Reserve FPund and the Depreciation
Reserve shall constitute trust funds and shall be used only
for the purposes and in the order provided herein, and until
so used, the Purchaser shall have a llien thereen for further
securing payment of the Bond and the interest thereon, but
the Depository Bank shall not be a trustee as to such funds.

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

The Depository Bank, at the direction of the Issuer,
shall keep the moneys in the Reserve Fund and the
Depreciation Reserve invested and reinvested to the fullest
extent possible Iin accordance with applicable law, and to
the extent practicable, in Qualified Investments having
maturities consonant with the required use thereof.
Investments In any fund or account -under this Bond
Legislation shall, unless otherwise provided herein or
required by law, be valued at the lower of cost or the then
current market value, or at the redemption price thereof if
then redeemable at the option of the holder, including value
of accrued interest and giving effect to the amortization
of discount, or at par if such investment is held by the
"consolidated fund” managed by the West Virginia State Board
of Investments. Any investment shall be held in and at all
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times deemed a part of the fund or account in which such
meneys were originally held, and interest accruing thereon
and any profit or loss realized from such investment shall
be credited or charged to the appropriate fund. Earnings
upont moneys in the Reserve Fund, so long .as the Minimum
Reserve is on deposit and maintained therein, shall be paid
annually in January into the Revenue Fund by the Depository
Bank,

(C) CHANGE OF DEPOSITORY BANK AND FISCAL AGENT. The
Issuer may designate another bank or trust company insured
by FDIC as Depository Bank and Fiscal Agent if the aforesaid
bank should cease for any reasom to serve or if the
Governing Body determines by resclution that said bank or
its successor should no longer serve as Depository Bank and
Fiscal Agent. Upon any such change, the Governing Body will
cause notice of the change to be sent by registered or
certified mail to the Purchaser.

(DY USER CONTRACTS. The Issuer  shall, prior to
delivery of the Bond, provide evidence that there will be
at least 200 bona fide users upon the System on completion
of the Project, in full compliance with the requirements
and conditions of the Purchaser.

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

(F) INVESTMENT OF EXCESS BALANCES. The moneys in
excess of the sum insured by the maximum amounts insured by
FDIC in any of such funds or accounts shall at all times be
secured, to the full extent thereof in excess of such
insured sum, in a lawful mammer for securing deposits of
state and municipal funds under the laws of the State.

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

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

GENERAL COVENANTS, ETC,

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

Section 5.02. Rates. The Issuer will, in the manner
provided in the Act, fix and colleect such rates, fees or other charges
for the services and facilities of the System, and revise the same
from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not
less than 110% of the annual debt service on the Bond, and sufficient
to make the payments required to be made into the Reserve Fund and
Depreciation Reserve and all the necessary expenses of operating and
maintaining the System during such Fiscal Year, and such rates, fees
and other charges shall not be reduced so as to be insufficient to
provide adequate Revenues for such purposes.

Section 5.03. Sale of the System. The System will not be
sold without the prior written consent of the Purchaser so long as

the Bond is outstanding. Such consent will provide for disposition
of the proceeds of any such sale.

Section 5.04., Issuasnce of Additional Parity PBonds or
Oblipations. No additional parity bonds or ebligatioms payable out
of any or all of the Revenues of the System shall be issued after the
issuance of the Bond pursuant hereto except with the prior written
consent of the Purchaser.

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

(a) Eire, Lightning, Vandalism, Malicious
Mischief and Exrended Coverape Insurance, to be

procured upen acceptance of any part of the
Project from the contractor, and immediately upon
any portion of the System now in use, on all
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above-ground structures of the System in an
amount equal to the full insurable value thereof.
In the event of any damage to or destruction of
any portion of the System, the Issuer will
promptly arrange for the application of the
insurance proceeds for the repair or
reconstruction of such damaged or destroyed
portion. The Issuer will itself, or will raquire
each contractor and subcontractor to, obtain and
maintain builder’s risk insurance to protect the
Interests of the Issuer during comstruction of
the Project in the full insurable value thereof.

(b) Public Liability Ipsurance, with limits

of not less than $500,000 for one or more persons
injured or killed in one accident to protect the
Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the
Issuer from claims for damage to property of
others which may arise from the operation of the
System, such insurance to be procured not later
than the date of delivery of the Bond.

(c) Vehjicular Public Ligbilitv Ipsurance,

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

(d) Workers' Compensatrion Coverage for all
Emplovees of the Pistrict Eligible Therefor and

Performance and Payment Bounds, such bonds to be
in the amounts of 100% of the construction

contract, will be required of each prime
contractor, and such payment bonds will be filed
wich the Clerk of the County Commission of said
County prior to commencement of construction of
the Project in compliance with West Virginia Code
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Section 38-2-39. Workers' compensation insurance
will be maintained as required by law.

{e) Fidelitv Bonds will be provided as to
every member of the Governing Body and as to
every officer and employee thereof having custody
of the Revenue Fund or of any revenues or other
funds of the Issuer in an amount at least equal
to the total funds in the cusrtody of any such
person at any one time, and initially in the
amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar
as custody of the Project Construction Account is
concerned 50 long as checks thereon require the
signature of a representative of the Purchaser.

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

Section 5.06. Fiscal Year; Budget. While the Bond is

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

If for any reason the Issuer shall not have adopted the
Annual Budget before the first day of any Fiscal Year, it shall adopt
a Budget of Current Expeunses from month to month until the adoption
of the Annual Budget; provided, however, that mo such monthly budget
shall exceed the budget for the corresponding month in the year next
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preceding by more than 10%:; and provided further, that adopticn of a
Budget of Current Expenses shall not constitute compliance with the
covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such
Budgec of Current Expenses shall be mailed immediately to the
Purchaser.

Section 5.07. (Covenant to Proceed and Complete. The Issuer

hereby covenants to proceed as promptly as possible with the
acquisition and construction of the Project to completion thereof in
accordance with the plans and specifications prepared by the
Consulting Engineer and on file with the Governing Body on the date
of adoption hereof, subject to permitted changes.

Section 5.08. PBooks and Records:; Audits. The Issuer will

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

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

Section 5,09. Maintenance of System. The Issuer covenants
that it will continuously operate, in an économical and efficient

manner, and maintain the System as a revenue-producing utility as
herein provided so long as the Bond is outstanding.

Section 5.10. No Competition. To the extent legally

allowable, the Issuer will not permit competition with the System
within its boundaries or within rhe territory served by it and will
not grant or cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation,
public or private bedy, agency or instrumentality whatsocever to
provide any of the services supplied by the System within the
boundaries of the Issuer or within the territory served by the System.

Section 5.11. Staturory Mortgage., For the further
protection of the Holder of the Bond, a statutory mortgage lienn upon

the System is granted and created by the Act, which statutory mor tgage
lien is hereby recognized and declared to be valid and binding and
shall take effect immediately upon the delivery of the Bond.
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Section 5;12. Events of Default. Each of the following
events is hereby declared an "Event of Default”:

(A) Failure to make payment of any monthly
amortization installment upon the Bond at the date specified
for -payment theresof;

(B) Failure duly and punctually to observe or perform
any of the covenants, conditions and agreements on the part
of the Issuer contained in the Bond or herein, or violation
of or failure to observe any provision of any partinent law.

Section 5.13. Enforcement. Upon the happening of any Event

of Default specified above, then, and in every such case, the
Purchaser may proceed to protect and enforce its rights by an
appropriata action in any court of competent Jurisdiction, eithexr for
the specific performance of any covenant or agreement, or execution
of any powar, or for the enforcement of any proper legal or equitable
remedy as shall be deemed most effectual to protect and enforce such
rights.

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

Section 5.14. Compensation of Members of Governing Body.
The Issuer hereby covenants and agrees that no compensation for policy
diraction shall be paid to the members of the Governing Body in excess
of the amount permitted by the Act. Payment of any compensation to
any such member for policy direction shall not be made if such payment
would cause the Net Revenues to fzll below the amount required to meet
all payments provided for herein, nor when there is default in the
performance of or compliance with any covenant or provision hereof.
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TICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rateg and Charges;

Rules. A. The initial schedule of rates and charges for the services
and facilities of the §ystenm, subject to change consonant with the
provisions hereof, shall be as set forth in the Order of the Public
Service Commission of West Virginia, entered on September 21, 1590,
Case No. 89-564-FWD-CN, which order is incorporated herein by
reference as a part hereof. '

BE. There shall not be any discriminacion or differential
in rates berween customers in similar circumstances.

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

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

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

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




ARTICLE VIT
MISCELIANEQUS

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

Section 7.02. Modification or Amendment. The Bond

Legislation may not be modified or amended after final passage without
the prior written comsent of the Purchaser.

Section 7.03. Delivery of Bond Ne. R-1. The Chairman,
Treasurer and Secretary of the Governing Body are hereby authorized

and directed to cause Bond Neo. R-1, hereby awarded to the Purchaser
pursuant to prior agreement, to be delivered to the Purchaser as soon
as the Purchaser will gccept such delivery.

Section 7.04. Severasbility of Invalid Provisions. If any

one or more of the covenants, agreements or provisions hereof should
be held contrary to any express provision of law or contrary to the
policy of express law, although not expressly prohibited, or against
public policy, or shall for any reason whatsoever be held ‘invalid,
then such covenants, agreements or provisions shall be null and void
and shall be deemed severable from the remaining covenants, agreements
or provisions hereof, and shall in no way affect the validity of all
the other provisions hereof or the Bond.

Seection 7 .05. Conflgggigg Provisions Repealed. All orders

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

Section 7.06. Tsble of Contents and Headings. The Table
of Contents and headings of the articles, sections and subsections

hereof are for convenience only and shall neither control nor affect
in any way the wmeaning or construction of any of the provisions
hereof.

Section 7.07. Covenant of Due Procedure, Ete. The Issuer
covenants that all acts, conditions, things and procedures reguired
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to exist, to happen, to be performed or to be taken precedent to and
in the adoption of this Reseclution 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 applicable thereto; and that the Chairman, Secretary and
members of the Governing Body were at all times when any actions in
connection with this Resolution occurred and are duly in office and
duly qualified for such office.

Section 7.08. Effective Date. This Resolution shall take

effect immediately upon its adoptionm.

Adopted: November 5, 1990;M_

Chairman

Membeg
C;:D . cvs
Member

11,/02/90
CRB. A4
16272,/89001
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Y_R PUBLIC SERVI DIS T

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND CONSTRUCTION OF PUBLIC SERVICE
PROPERTIES AND ISSUANCE OF PARITY WATER REVERUE BOND, SERIES 1997, OF THE
CLAY ROMBNE PUBLIC SERVICE DISTRICT, IN TEE RMOUNT COF 540,000, TO FINANCE
THE ACQUISITION AND CONSTRUCTICON OF IMPROVEMENTS TO A PUBLIC WATER SYSTEK:
DEFINING AND PRESCRIBING THE TERMS AND PROVISIONS OF THE EONDy PLACING
LIMIT ON SALE OF SYSTEM; PROVIDING GENERALLY FOR THE RIGHTS AND REMEDIES
ARD SECURITY OF THE HOLDER OF THE BOND; PROVIDING STATUTORY LIEM ON
REVENUES AND SYSTEM; PROVIDING FOR THE ADOPTIOK, RATIFICATION, APPROVAL
AND COLLECTION OF RATES AND CHARGES FOR THE PUBLIC WATER BYSTEM;
AUTHORIZING EXECUTION COF A WATER PURCHASE CONTRACT; AND PROVIDING GEWERATL
TERMS AND PROVIDING WHEN THIS RESOLUTION SHALL TRRKE EFFECT.

BE IT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF CLAY ROANE PUELIC
SERVICE DISTRICT, VALLEY FORE, WEST VIRGINIA:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for this Resolution. Thig Resclution is adopted

pursuant to the provisions of Articla 13a, Chapter 16 of the West Virginia Coda,
as amended (the "Act") and other applicabls provisions of law.

Section 1.02. Findi ¢ Detorminat 2. It is hereby found, determined
and declared as fcllows:

aA. Clay Roane Public Service District (the "PSD" or "Issuer"} is a
public gervice district created pursuant to the Act by orders issued by Tha

County Commigeions of Clay and Roane Counties, located in cClay and Roane
Counties, West Virginia,

B. The Ipsuar now has a public water syetem and desiree to improve anad
expand that system and it is deemad egBential, convenisnt and dasirable for the
health, welfare, safety, advantage and convenience of the inhabitants of the
Issuer and, accordingly, it is hereby ordered, that there be acquired and
congtructed certain additions, betterments and improvements to the existing
public water system of the Issuer known as the "Systen” (sometimes roferred to
herein as the "System") se as to improve the public health, comfort and
convenience of reeidents of +he DPublic Service District, including the
construction and installation of all nacessary appurtenant facilities (tha
"Project”), and generally described as water line extensions, pumpe, pumping
stations, water plant improvements and necessary appurtenances particularly
described in and according to the plans and specifications prepared by ths
Consulting Engineer for the Project and heretofors filed in the cffice of the
Secretary of the Public Service Hoard (the "Governing Body") of the Issuer. The
construction and acquisition of the Project and the financing hereby authorized
and provided for are public purpoges of the Ispuer and are ordered for the
purpose of meeting and assrving public convenience and necesgity.




c. It is necessary for the Issuer to ipeue its revenue bond in tha
aggragate principal amount of §$4Q,000 to finance a4 portion of the cost of such
construction in tha manner hereinafter provided.

b. The estimated maximum cost of the construction of the Project is
$390,000, which will be obtained from the proceads of male of the Sexies 1997
Bond herein suthorized, from grantse to be made by RUS, as hereinafter defined,
and by the Clay County Commiseion, in the emounts of §288,000 and $60,000,
respectively, and from an Issuer contribution of $2,000. The coet of such
constiuction shall be desmed to include, witheut being limited to, the
congtruction or acguisition of the Project, the acquigition of any neceggary
Property, rezl or paersonal, or any interest therein; interest on tha Bond prior
to, during and for wix (6) months after completion of such

congtruction to the extent that revanues of the System are not sufficient
therefor; enginssring and legal expenses} expensss for eptimates of copts and
revenues; expensse for plans, specificetions and surveys; and such other expenses
a8 may be necessary or incidental to the construction of the Project and tha
finencing authorized hereby.

E. The period of usefulnesa of the System after completicon of tha
Project is not less than forty (40) yasars.

F. There is currently outstanding enother obligation of the Issuer with
which the Bond will rank on a parity as to lien and sourge of and security for
payment which is the Water Revenue Bond of the Igsuer, datsd November 5, 1%%0
(the "12%0 Bond™) imsued in the original principal amount of $450,000 secured
under the terms of the 1950 Raesolution (hereinafter defined). -

With the exception of the bonde described above, there are no other
outstanding bonds or obligations of the Issuer which will rank prior toc or on &
parity with the Bond as to lien, pledge and/or source of and gecurity for
payment.

G. The Iesuer is not in default under the terms of the 1990 Resclution
or any document in comnection therewith, and hags complied with all regquirements
of all the foregoing with respect to the issuance of parity bonds or hae obtainad
2 sufficient and valid waiver thersof.

H. The estimated revenues to bs derived in each year from the operation
of the System after completion of the Project will be sufficient to pay all thaz
costz of the operstion and maintsnance of the System, the principal of and
interest on the Bond (am hereinafter defined) and all debt service, reserve fund
and other payments provided for herein.

I. The Ismuer has complied with all requirements of West Virginia law
ralating to authorization of the construction, acquisition and operation of the
Project and issuance of the Bond, or will have so complied prior to issuance of
the Bond including, among other things, the imposition of rates and chaxrges, the
consent and approval, pursuant to the Act, of the imsuance of the Bond by the
Public Service Commission of West Virginia by final order.

T It is in the best interests of the lsauer that tha Bond be sold to
the United States Department of Agricultura, Rural Development, acting on behalf
of the Rural Utilities Service (the "Purchaser” or "RUS"}, pursguant to the terms
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and provisions of a latter of conditions dated July 24, 1995, and all amendments
thereto (the "Letter of Conditionma"j.

Section 1.03. Resolution to Constitute Coptract. In consideration of
the acceptance of the Bond by the Purchaser, this Resolution {the "Resoclution")
shall be deemed to be and shall constitute a contract between the Issuer and the
Purchaser, and the covenants and agreements set forth harsein to ba performed by

the Ieguer shall be for the banefit, protection and pecurity of the Registersd
Owner of the Bond.

Section 1.04. Dafinitions, The following terme shall have the
following meanings herein unless the text ctherwise expreesly raguirea:

“Act™ means Article 13a, Chapter 16§ of the West Virginie Codas, as amended.

"1997 Bond", "1997 Seriez Bond* or "Bond” means the $40,000 Clay Roans
Public Service Diatrict, Water Revenue Bond (Varneytown Project), Saerises 19357,
authorized by this resolution.

"Bonds" means the 1990 Bonda and the 1997 Bond.

© "1990 Bonde® meane the outetanding Bonds of the Issuser dated November 5,
1990, described in Section 1.02 F. herasin.

"Chairman” means the Chairman of tha Governing Body.

"Consulting Engineer" means Chapman Technical Group, St. Albang, Wapt
Virginia, or any qualified engineer or firm of engineers which shall at any timas
hergafter be retained by the Issuer as Consulting Engineer for the Systam.

"Costs” or "Costs of the Project” means those coste described in Section

1.02 hereof to be a part of the cost of acquisition and construction of the
Project.

"Depository Bank" msansg initially the Clay County Bank, Clay, Weat
Virginia, a bank or trust company which is a member of FDIC and its successors

and 'aseigns or such othar qualified bank or trust company dessignated now or
hereafter by Iesuer.

"Facilities" or “"water facilitieg" mzans all the land and tangible
properties of the System and aleo any tangible properties which may hereafter be
added to the water system by addition, betterments, extensions and improvemarts

thereto and properties, furniture, fixtures or equipment therefor, hersafter at
any time conptructed or acquired. '

"FRIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year” means each year beginning on July 1 and ending on the
succeeding June 30.

“Governing Body" means the Public Service Board of the Iesuer.




"Government Obligations* meane direct obligations of, or obligations the

principal of and interest on which are guaranteed by, the United States of
America.

"Herain” means in thie Resoluticn.

"Holdar of the Bond" or any fimilar term means any person who shall be the
registered ouner of the Bond.

"Issuer® or "PSD" msans Clay Roane Public Sarviece District, Clay and Roane
Counties, West Virginis, and, where appropriate, also means the Governing Body.

"Latter of Conditione"™ means the Letter of Conditions of the United States
Department of Agriculture, dated July 24, 1998, and any other emendments thersto.

"Net Revenues” means the balance of the grozs revenues, as defined below,
remaining after deduction only of Operating Expenses, as defined below.

"Operating Expensea” means the current expensas, paid or accrued, of
operaticn and maintenance of the System and its facilitiesa, and includes, without
limiting the ganerality of the foregoing, inpurance premiums, salaries, wages end
adminietrative expenses of tha Issuer relating and chargeesble solely to the
System, the asccumulation of appropriate reserves for charges not annually
racurrent but which are such as may reasonably be expected to be incurred, and
Such other reasonable operating costs as are normally and regularly includsd
under recognized accounting practices, and retention of a sum not to ascead
one-sixth of the budgeted operating expenses stated above for the current year
as working capital, and language herein requiring payment of operating expenses
means aleo retention of not to excesd such sum as werking capital, provided that
all monthly amortization paymenta upon the Bonds and into tha Reserve PFund and
Depreciation Reserve have been made to the last monthly payment date prior to the
date of such retention.

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

"Purchaser”, "RUS", acting on behalf of the Rural Utilities Service, means
United States of America, Ruzal Utilities Service and any successor thersof,

- "Quelified Investments" meana and inelude .a.hy of the following:
{a) Government Obligatione;

{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 Governmant
Obligations;

=} Honds, desbenturee, notes or other evidence of indebtedness
issued by any of the following agencies: Banks for Cooperatives; Federml
Intermediate Credit Banke; Federsl Home lLoan Bank System; Expoxrt-Import
Bank of the United Statea; PFederal Land Banks; Government HNational
Hortgage Amsociation; Tennegsee Valley Authority; or Washington
Metropolitan Area Transit Authority;




(d) Any bond, debenture, nota, pParticipation certificare or other
Bimilay obligations issuad by the Fedarsl National Mortgage Association te
the extent such obligation is guaranteed by the Govermment Ketiona)
Mortgage Agsocistion or ipgsusd by any cther federal agency and backed by
the full faith apdg credit of the United States of America;

{2} Time a&moccounts (including accounts evidenced by time
certificates of deposit, time deposits or other aimilar banking
frrangaments) which, to the extent not insured by the rpIC or Fedmral
Savinge and Loan InBurance Corporation, shall be s@cured by a Pledge orf
Government Obligetions, provided, that said Goverament Obligations Pledged
either must maturm ag nearly as practicable coincident with the meturity
of Baid tima accounts or muet be replaced or inersasged Bo that the market
value thereof ig always at least equal to the principal amount of said
time 2ccounts;

{£) Money market funde or similar funda whose only assets are
investments of the type described in paragraphs (a) through {e) abovej

(o) Repurchaas agresmants, fully secured by investments of the
types described in paragraphs (a) through (s} above, with banks or
national banking associations which are members of FpIC or with government
bond dealers recognized as primary dealers by the Federal Reserve Bank of
New York, Provided, that said invesiments Becuring said repurchage
fgreaments either must maturs 85 nearly as practicable coincident with the
maturity of paiqd repurchase agreements or must ba replaced or increased BO
that the markat value thesreof im alwaye at lmast equal to the principal
amount of said repurchass agreements, and provided further that he holder
of such repurchase agreament shall heave g prior perfected Becurity
interast in the collateral thersfor, must hava (or its agent must have)
posgsesion of puch collateral, and puch collateral must be fres of all
claims by third parties;

(h) The West Virginia "consolidated fupd® managed by the Wes:
Virginia State Board of Investmentg pursuant to Chapter 12, Article 6, of
the West Virginia Code of 1931, asg emended; and

(1) Obligations of states or political subdivisions or agencieg
thareof, thae interest on which is excluded from grose incoms for federal
income tax purposes, and which are rated at least "A" hy Mocdy's Investors
Service, Inc., or Standard & Poor's Corporation.

"Registrar” or "Hond Regiptrar” meansz the Isguer which usually shall act
by its Secretary.

"Rasolution” means thig Resoluticn and all raeoluticns supplemantal hereto.

"1990 Resolution” means the reaolution.providing for the 1990 Bond, adopted
Novamber 5, 1%%0. :

"Revenues” gr "gross revenues” means all rates, rente, fess, charges or
other incomes received by the Issuer, or accrued to the Issuer or any department,
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board, agency or instrumentslity thersof in control of the management &and
operation of the System, from the operstion of the System, and all parts thereost,
all as calculated in accordance with sound accounting principles.

"Secretary” means the Secretary of the Governing Body.

"System” means the Project initially, and all existing water facllities
owned by the Issuer and all Facilitios and other proparty of every nature, real
or personal, now or hereafter acquired and/or owned, held or used in connection
with tha System, including mains, hydrants, mstere, valves, standplipes, storage
tanks, pump tanks, pumping stations, intakes, wells, impounding reservoirs,
pumps, machinery, purificaticn plants, softening apparatus and all other
facilities necessary, appropriate, useful, convenient or incidental in connection
with or to a public water system; and ahall also include any and all additions,
extensions, improvemsnte, replacements, propertiss or other facilitiss at any

time scguired or constructed for sald water system after completion of the
Project.

"yYap Feeg" means the fess, if any, paid by prospective customaers. of the
system in order to connect thereto.

Words importing singular number shall include the plural number in each
case and vice versa, and words importing persons ghall include firms and
corporations; words importing the masculine, feminine or neuter genders shall
include any other gender; and any regquirement for execution, sealing and/or
attostation of the Bond or any certificate or other document by the Secretary
ghall mean that such Bond certificate or other document mey be executed, sealsed
and/or attested by an Acting Sescretary.

ARTICLE Il

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acqguimsition and Construction of £h
Proiect. There is hereby authorized the acquisition and construction of the
Project, at an estimated cost of $390,000 in accordance with the planz and
specifications which have been prepared by the Consulting Engineers, herstofore
filed in the office of the Governing Body. Tha proceeds of the Bond hereby
authorized shall be applied as provided in Article V hereof.

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION
AND ISSUANCE OF BOND

Section 3.01. Burhorization of Bond. Subject and pursuant to the
provisions hereof, the Bond of the Issuer to ba known as rclay Roane Public
Service District Water Revenue Bond, Series 1997" in the principal amount of
$40,000, is hereby authorized to be issued for the purposa of financing a portien
of the cost of the construction and acguisition of the Project.




Section 3.02. Depcription of Bond. The Bond zhall be issued as &

single regigtered form, No. R-l, and shall be dated on the date of dalivery. The
Bond shall bear interest from date, payable monthly et a meximum rate of four and
one half percent (4.50%) per annum or such lower rate that RUS will make
available at closing, and shall be sold for the par valua thereof but in no event
greater than four and one half percent (4.50%) per annum.

The Bond shall be subject to prepayment of scheduled monthly installments,
Or any portion thereof, at the option of the Issuer and shall be payable as
provided in the Bond form hereinafter set forth.

Saction 3.03. Exgcution of Bond. The Bond shall be executed in ths
name of the Issuer by the Chairmsn and its corporate Beal shall be affixed
thereto and attested by the Secretary, and the Chajirman and the Secretary are
hereby authorized to executs the Bond and such other documents as are necessary
to finalize this transaction. 1In cesa any one or morg of the officers who shall
have signed or sealed the Bond shall cease to ba such offiecer of the Igzuer
bafore the Bond so signed and sealed have besen actually sold and delivered, such
Bond may nevertheless be sold and delivered as herein provided and may be impsued
as if the parson who eigned or sealed such Bond had not caased toc hold such
office. Any Bond may be eigned and sealed on behalf of the Issuer by such pareon
a8 at tha actual time of the execution of such Bond shall hold the proper ocffice
in the Isguer, although at the date of such Bend such person may not have hald
such office or may not have been so authorized.

Saction 3.04. Hegot 141 . I - BOgE Qf
Boad. The Bond shall be and have all the qualities and incidents of negotizbiae
instruments under the Uniform Commerclal Code of the State of West Virginia, but
the Bond may only be transferred by tranafer of the registration thereof upon the
books requiraed to ba kept pursuant to Section 3.05 hereof, by the party in whoss
name 1t is registered, in person or by attorney duly authorized in writing, upon
surrender of the Bond for cancellation, accompanied by delivery of a written
instrument of tranafer, duly executed in a form acceptable to the Registrar. Ko
interest in the Bond shall be transferable except by means of tranafer of
regigtration of a Bond representing such interest and delivery of a new Bond or
Bonds in exchange therefor in.accordance with this Bond Resolution.

Whensver the Bond shall be surrendered for registration of transfer, tie
Issuer shall sxecute and deliver a new Bond or Bondaz in authorized denominations,
for a2 like aggregate Principal amount. The Registrar shall require tha paymant
by the new owner raguesting such transfer of any tax or other govarnmental charge
required to be paid with respact to such transfer, but the Tesuer shall pay any
other expenses incurred by the Registrar with respect to such transfer.

No registration of transfer of the Bond shall be permitted to be made aftar
the 15th day next preceding any installment payment date on that Bond.

Sgction 3.05. Registrar. The Isauer shall bs the Bond Registrar and
will keep or cause to be kept by its mgent at its office, sufficient bosoks for
the registration and transfer of the Bond, and upon presentation for such
purpose, the Registrar shall, under such reasonable regulations as it may
prercribae, regigter the Bond initially issued pursuant heretoc and register ths
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tranafer, or cause to be registered by its agent, on such books, the tranafer of
the Bond as hereinbefore provided.

The Registrar shall accept the Bond for registration or tranefer only if
ownership thereaf is to be ragistered in the name of an individusl {including
Jjoint ownership}, a corporation, & partnership or a trust, and only upon receipt
of the social sacurity number of each individual, the federal employsr
identification number of each corporation or partnership or social security
numbars of the settlor and bensficiaries of each truast and the name of the

trustes of sach trust and/or such othar identifying number and information as may
be required by law.

Saction 3.086. Bopd Mutilated, Destroved, Stolen or Lost. In case tha
Bond shall bscome mutilated or be destroyed, stolen or leat, the Issuer may in
its discretion imsue and deliver & naw Bond of like tenor ag the Hond so
mutilated, destroyed, stolen or lest, in exchange and substitution for euch
mutilated Bond or in lieu of and substitution for the Bond destroyed, stolen or
lost, and upon the holder's furnishing the Issuer proof of his, her or its
ownership thereof and complying with such other reasonable ragulationa and
conditions as the Issuer may require. The Bond so surrendered ehall be canceled
and held for the account of the Iesuer. If the Bond shall have matured or ba
about to mature, inetead of iegpuing a substitute Bond the Issuer may pay the
game, and if such Bond be destroyed, stolan or lost ; without surrender thersof.

Saction 3.07. Bo Secured by Pledge of Revenues. The payment of the
debt earvice of the Bond shall be secured forthwith by a parity lian with the
1590 Bond on the nat revenues derived from the System in addition to tha
statutory mortgage lien on the System hereinafter provided for. The net revenues
derived from the Syetem in an amount sufficient to pay the principal of and
interest on the Bond, and to make the payments as hereinafter provided, are
hereby irrevocably pledged to the payment of the principal of and interest on the
Bond agz the samz become dua.

Section 3.08. Form of Bond. Suybject to the provisions hereof, tha text
of the Bond and the other detaile theraof ghall be of substantially the following
‘tenor, with such omiseions, inserticns and variationg as may be puthorized or
permitted hereby or any supplemental resolution adopted after the date of
adoption hereof and prior to the ispuance thereof:




(FORM OF BOND)

540,000
CLAY ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND (VARNEYTOWN PROJECT),
SERIES 1997

No. R-1 Date: April _ , 1997

FOR VaLU®E RECEIVED, the CLAY ROANE PUBLIC SERVICE DISTRICT, =& public
Bervice district created pursuant to the Act by orders issued by The County
Commiseions of Clay and Roane Counties, in Cley and Roane Counties of said State
{herein callad "Iseuar”), hereby promises to pay to the order of the United
States of Amarica {the "Goveramsnt"), or itsm registered assigns at its National
Financa-Offica, s5t., Louis, Missouri 63103, or at guch other Place ag the
Government may hereaftor designate in writing, the principal sum of Forty
Thousand and 0G/100 pollars (540,000}, plus interest on the unpaid Principal
balance at the rate of four and one half percent (4.5%) per annum. The said
Principal and interast shall ba paid in the following installmsnta on the
following dateg: Monthly inastallments of interest only, commancing on the 30th
day following delivery of the Bond and centinuing on the correspending day of
each menth for the first twenty-four (24) months after tha date hereof, and
$184,00 covering principal and interest, thereafter on caid corresponding day of
each month, except that the final installment shall be paid at the and of forty
{40) years from tha date of this Bond, and except that prepaymentes may ba made
a8 provided hereinbelow. The consideration herefor shall Bupport any agreamsnt
modifying the foregoing schedule of payments.

If the total amount of the loan ig not advanced at the time of loan
cloeing, the loan shall be advanced to Issuer as requestad by Isguer and approved
by the Governmant, and interest shall accrue on the amount of each advance from
ite actual date as shown on tha Record of Advances attached hereto and made a
part hersof.

Every payment made on .any indebtedness evidenced by this Bond shall be
applied firet tpo interestc computed to the effective date of the payment and then
to the principal,

Prepayments of scheduled ingtallmsnts, or any portion thereof, may be made
at any tims at the option of Issuer. Refunds and axtra payments, ao dafined in
the regulations of the Rural Development, acting on behalf of the Rural Utilities
Service, according to the source of funds involved, shall, after payment of
intarest, be applied to the installments last to become due under this Bond and
shall not affect the obligation of Issuer to pay the remaining instellments as
echeduled herein.

If the Governmesnt at any time aesigns this Bond and insureg the payment
therect, Issuer shal] continue tc make payments to the Government as collection
agent for the holder.




While thie Bomd is held by an insursd lender, prepaymants ag above
authorized made by IsBuer may, at the option of the Government, be remitted by
the Government to the holder promptly or, except for final payment, be retained
by the Government and remitted to the holder on either a calendar gquerter basis
or An annual installment due date basis. The effective date of every paymant
made by Issuar, except payments rotained and remitted by the Government on an
annual installmant due dste basis, ehall ba the dete of the United States
Treasury check by which tha Government remites the psyment to the holder. Thae
effectivae date of any preopayment ratained and remitted by the Govermment to the
holder on am annual installmsnt due date baeis shaell be the date of the
prepayment by Issuer, and tha Government will pay the interest teo which the
holder is entitled accruing between the effective date of any such prepayment and
the date of the Treaeury check to the holder.

any amount advanced or expended by the Government for the collection hersof
or to prossrve or protect any security herefor, or otherwise under tha terms of
any paecurity or other instrument executed in connection with the loan evidenced
hereby, at the option of the Covernment shall bacome a part of and bear interest
at the ssme rate as the principal of the debt evidenced hereby and be immediatsly
due and payable by Issusr to the Government without demand. Issuer agrees to use
the loan evidenced hereby solely for purposes authorized by the Government.

Issuer hersby certifies that it is unable to obtain sufficient credit
elsevhera to finance its actual nesds at reasonable rates and termz, taking into
consideration prevailing private and cooperativa rates and terms in oxr near its
community for loans for similar purposes and pariode of time.

This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outstanding for the purpoes of providing funds for
financing coste of construction of improvements to a weter system {the "System")
of tha Iesuer, is payable seclely from the revenuss to be derived from the
oparation of the System after there have besn firpt paid from such revenuss the
reascnable current coste of operation and maintenance of the System. This Bond
does not in any manner constitute an indsbtedness of the Issuer within the
meaning of any constitutional or statutory provision or limitation.

Registration of this Bond ip transferable by the reglstered cwner hersof
in parscon or by his, her or ite attorney duly authorized in writing, at the
office of the Issuer, as Bond Registrar, but only in the manner, subject to the
limitations and upon payment of the charges, if any, provided in ths herein
defined Bond Legislation, and upon surrendar and cancellation of this Bond. Upon
such transfer a new Bond or Bonds, of authorized denomination or denominations,

for the like principal amount, will be issued to the transferee in exchange
herefor. )

This Bond, under the provisions of the Act, is and has all the qualities
and incldents of a nagotiable ingtrument under the Uniform Commercial Code of the
State of West Virginia, but may only be traneferred by transfer of resgistration
hersaof with the Bond Registrar.
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This Bond hse been issved under and in full compliance with the
Constitution and statutes of the State of West Virginia, including, among others,
Article 13a of Chapter 16 of the West Virginis Code (hsrein called the "ACE".

If at any time it shall appear to the Government that Issuer may be able
to obtain a loan frem a responaible cooparative or private credit Bource at
reasonable rates and terms for loane for similar purposes and periodg of timm,
Isguer will, at the Government's rsgquest, apply for and accept such loan in
sufficient amount to repay the Governmant,

Thie Bond is given as evidence of & loan to Issuer made or insured by the
Government pursuant to the Coneolidated Farmers Home Rural Devalopment Act, ag
amended. Thie Bond ghall be subject to the present regulations of the Rural
Development, acting on behalf of the Rural Utilities BService, successor in
interest to the Farmara Home Adminiatration, and to itg future regulations not
inconsistent with the axpress provisions hereof.

THIE BOND IS ON A PARITY A5 TO LIEN AND S50URCE OF PAYMENT WITH THE WATER

REVENUE BOND, SERIES 1990, OF THE ISSUER DESCRIBED IN THE RESOLUTION ISSUED WITH
RESPECT TO SUCH SERIES.

The initial address of United States Department of Agriculture-Rursl

Develaopment for Purposes of bond registration is P.0. Box 678, Mergantown, WV
26505. '

IN WITNESS WHEREOF, the CLAY ROANE PUBLIC SERVICE DISTRICT has caused this
EBond to be executed by ites Chairmen and its corporate seal to be hersunto affixed

or imprinted hereon and attested by its Secretary, all as of the date hereinabove
written.

CLAY ROANE PUBLIC SERVICE DISTRICT

{(SEAL)
By:

Chairman

P.C. Box 40

Valley Fork, WY 25283
ATTEST:
By:

Sacretary
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{Form Qf)

RECORD OF ADVANCES
BMOUNT DATE AHOUNT DATE
(1) 5 {6) &
(2) & {7y &
(3y s {8) 8
{4) § () §
(5) § {10} §
TOTAL §

{Form of Assignment)

SSIGNMENT

FOR VALUE RECEIVED the undereigned sells, asasigns, and transfere unto the
within Bond and does hereby irrevocably congtitute 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 premisess.

DATED: .

In the presence of:
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ARTICLE IV

(RESERVED)

ARTICLE V

REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PROCEED3; PUMDS AND ACCOUNTS

Baction 5.01. EgCablishment of } gand Acoounte with [ y )
The following special funds or accounts are created and eatablished with (o
continued if previoumsly established by the 1990 Resolution) and shall be held hy
the Depository Bank, separate, distinet and apart from all other funds or

accounts of the Depository Bank and from each other:

ey el

(1) Revenue Fund (established by the 1990 Resolution and continued
hareby);

(2) Project Construction Account;

(3) Reserva Fund (estﬁhliahad by the 1990 Resolution and continued
hereby)

(4} Depreciation Reserve (established by the 1990 Resolution and
continued heraeby); and

{5} Sinking Fund.

Section 5.02. Bond Proceeds; Project Construction Account. All moneys

received from the sale of the Bond shall be deposited upon regeipt by the Issuer
in the Depository Bank, a member of Federal Deposit Ineurance Corporation {(FDIC),
in a special account hereby now established and designated as "Clay Roane Public
' Service District Water Systam Comstruction Account (hearein called the "Froject
Construction Account™), The moneys in the Project Construction Account in excess
of the amount insured by FDIC shall be secured at all times by such bank by
- securities or in a manner lawful for the securing of dsposits of s+tate and
minicipal funds under West Virginia law. Monays in the Project Construction
Account shall be expended by the Issuer solely for the purposes provided heresin.

Until completion of the construetion of the Project, the Ispuer will
-trangfer from the Project Construction Account and pay to the Purchaser on or
 before the due date, such sums as shall be from time to time reguired to make the
monthly installment payments on the Bond if there are not sufficient Nat Revenues
to make such monthly paymsnkt.

If the Issuer shall determine at any time that all funds on deposit in the
Project Construction Account exceed the estimated disbursements on account of the
 Pzojact for the ensuing ninety (90) days, the Issuer may invest such excess funds
in Qualified Investments.
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Pending application as provided in this Section 5.02, money and funda in
the Project Construction Account shall be invested and reinvested at the
direction of the Ispuer, to the extent possible in accordanca with applicable
law, in Qualified Investments.

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

Ssction 5.03, Covapani nf _the Ias Revenues and Fundg. So
long as any of the Bonds shall ba outstanding and unpaid, or until there shall
have been set apart in the Reserva Fund, a sum sufficient to pay, when dus or at
the earlisst practical prepaymsnt date, the entirs principal of the Bonds
remaining unpaid, togesther with interest accrued and o accrue thereen, the
Issuar further covenants with the holder of the Bond as follows:

{A) eve Fund. The entire Grose Revenuee derived from the operation
of the System, and all parce thereof, and all Tap Fees roceived, shall be
deposited as collected by the Issuer in a special fund in a bank or trust company
in the state of West Virginia which ig a member of FDIC, which Fund, known as the
"Revenue Fund" is hereby established with the Depomitory Bank. The Revsnus Fund
shall constitute a trust fund for the purposes provided hersin and shall be kept
separate and distinet from all other funds of the Tssuer and used only for the
purposes and in the manner provided herein.

{B) Disposition of Revenues. All Revenues at any time on dapomit in the

Revenue Fund shall be dieposed of only in the following order and priority
subject to the provisions of Section 3.03 of the 1990 Rewsolution:

(1) The Issuer shall ‘firBt each menth pay from the moneye in the Revenua
Fund all current Operating Expensoes.

(2) The Iasuer shall next, each month, on or before the du=m date of
payment of each installment on the Bonds, transfer from the Revenua Fund and
remit to the National Finance Office designated in the Bond (or such other place
as may b& provided pursuant to the Eond), the amount required teo pay the interast
on the Bond, and to amortize the Principal of the Bonds over the respective lives
of each Bond iasua. All payments with reapect to principal of and lnterest the
Bonds shall be made on an equal pro rata basis in accordance with the respective
aggregate principal amount thereof outstanding and on a parity with each other.
There is hereby created a einking fund at the Depository Bank into which the
ITsauer shall deposit sufficient amounts from tha Revenue Fund to pay the interest
on the Bonde and te amortize the pPrincipal of the Bonde over the remaining
respective lives Of esch Bond issue. Az long as the Government owns the Bonds,
such depogits can be replaced by the remittances described above.

{3 The Issuer mhall next, on each date that payment is made as set forith
in {2) above, tranafer from the Revenue Fund and remit to the Deporitory Bank for
depoeit in the Reserve Fund herein created 1/12¢th of 1/10th of the amoumnt, as of
the date of calculation, equal to the maximum aggragate amount of principal and
interest which will become due on the Bonds in any year until the amount in the
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Reserve Fund equals such maximum amount (the "Reserve Requirement”). After the
Reserve Pund Requirement has been accumulated in the Reserve Fund, the Issuer
shall monthly deposit into the Reserve Fund such part of the moneys remaining in
the Revenue Fund, after such provision for payment of monthly installments on the
Bonda and for payment of Cperating Expenses of the System, as shall be reqguirsd
to maintain the Reserve Requirement. Moneys in the Reserve Fund shall be used
solely to make up any deficiency in monthly payments of tha principal of and
interest om the Bonds as the same shall becoms due or for prepayment of
installments on +the Bonds, or for mandatory prepayment of the Bonds &g
hereinafter provided, and for no other purpoge, on an equal pro rata basis in
accordance with the respective aggragate principal amounts thereof outstanding
and on s parity with sach other.

(4) The Issuer shall naxt, on each date that peyment is made as set forth
in (2) above, tranafer from tha Revanue Fund and depoeit in the Depreciatiocn
Resarve, the moneys remaining in the Revenue Pund and not permitted to be
retained therein, until there has been accumulated in the Depreciztion Regerve
the aggregata sum of $39,750 as required by the 1390 Resolution, and thereafter
such sume as shall bhe required to maintain such amount thersin. Moneye in the
Depreciation Reserve, other than any sum Or sums regquired te be transferred to
tha Earnings Fund pursuant to Section 3.03 of the 1990 Resolution, shall ba used
firet to make up any deficienciem for monthly payments of principal of and
interest on the Bonds as the same become due, and next to restore to the Reserve
Fund any sum or sums transferred thersfrom other than pureuant to Section 3.03
of the 1950 Resolution, all on a pro rata basis., Thereafter, and provided that
payments into the Reserve Fund are current and in accordance with the foregoing
provigions, moneyas in. the Depreciation Reserve other than any sum or sume
requirad to be transferrsed to the Earnings Fund pursuant to Section 3.03 of tha
1920 Resclution, may be withdrawn by the Issuer and used for extraordinary

. repairs and for replacements.cf equipment and improvements for the System, or any
part thersof.

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

| installments of the Bonds, pro rata, or for any lawful purpoge.

Whenever the money in the Reserve Fund {other than moneys reguired to be
transferred to the Earnings Fund pursuant to Section 3.03 of the 1990 Resolution}
ahall be pufficiesnt to prepay the Bonds in full, it shall be tha mandatory duty
of the Issusr, anything to the contrary herein notwithstanding, tc prepay the

- Bonds at the marliest practical date and in accordance with applicable provigions
hereof.

The Depository Bank ie hereby designated as the Fiscal Agent for the
- adminietration of the Reserve Fund and the Depreciation Resarve, herein provided,
and all amounts required for the Reserve Fund and the Depreciation Reserve will
be deposited therein by the Issuer upon tranafers of funds from the Revenue Fund
at the times provided herein, together with written advice etating the amount
remitted for deposit into each guch fund.
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All the funds provided for in this Section and the Earnings Fund, except
with reepect to tha Excess Investment Barnings (as defined in the 1986
Resolution} in the Earninga Fund, which shall be held for rebate to tha United
States free from any such lien or trust, shall congtitute trust funds and shall
be used only for the purposes and in the order provided herein, and until so
used, the Purchaser shall have a lien thareon {othar than such Excess Investmsnt
Earninge in the Barninge Fund and ths Rebate Fund as aforesaid) for further
securing payment of the Bonds and the interest thereon, but the Depository Bank
shall not be a trustes as to such funds., It is to ba understood that all funds
in the Rebate Fund shall ba held free and clear of any such lien or trust and
shall only ba used for the purposes set forth in the 1990 Resolution
notwithstanding anything else herein to the contrary.

If on any payment date the Revenues are inmufficient to maks the payments
and transfers a&s hersinabova provided, the deficiency shall be mads up in the
subsBeguent paymenta and transfers in addition to those which would otherwige be
required to be made on the subaseguent paymant dates,

SBubject to tha 1990 Resolution, the Depository Bank, at the direction of
the Issuar, shall kesp the moneys in the Reserve Pund and the Depreciation
Rasarve invested and reinvested to the fullest extent poszible in accordance with
applicable law, and to the extent practicable, in Qualified Investments having
maturities consmonant with the required use thereof. Investments in any fund or
account under thiz Bond Resolution shall, unless otherwise provided herein or
reguired by law, be valued at the lower of cogt or the then current market vazlue,
or at the redemption price thereof if then redeemable at the option of +the
holder, ineluding value of accrued interest and giving offect to the amortization
of digcount, or at par if such investment is held by the "comsolidated Ffund®
managed by the West Virginia S5tate Board of Investments. Any investment shall
ba held in and at all timez deemed a part of the fund or account in which such
moneys were originally held, and interest aceruing therson and any profit or loss
realized from such investment shall ba credited or charged to the appropriate
fund or account.

(C) Change of Depository Agent and Fiscal Agent. The Issuer may

degignate another bank or truset company insured by FDIC as Fiscal Agent and
Depository Bank if the aforesaid Bank should cease for any reagon to serve or if
the Governing Body determines by ordinance that said Bank or its successor should
no longer serve ag Figcal Agent or Depository Bank. Upon any such change, the
Governing Body will cause notice of the change to be sent by registersd or
certifled mail to the Purchaser.

{D) Uger Contyracts. The Iasusr shall, prior to delivery of ths Bonds,
provide evidence that there will be 290 bopa fide users of the proposed System
when the extension of the System is conpleted and placed in operation, and must
obtain user agreements and the user contribution from each new usar and deposit
in the Project Construction Account all such new user contributions colliected.

(E} Charges and Fees. The Issuer shall remit from the Revenue Fund to
the Depository Bank such additional sums as shall be necessary to pay the chargas
and fees of the Depository Bank then due.
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{F) Lnyesty Of Excess Balances. The moneys in axcess of the sum
insured by the maximum amounts ingured by FRIC in any of bBuch funds or accounto
ghall at all timas be Becured, to the full extent thereof in excess of such
insured sum, in a lawful manner for securing deposits of state and municipal

funds under the laws of tha sState.

(G) Remittances. All remittances made by the Issuer to tha Dapository
Bank shall clearly identify the fund or account into which each amount is to he
deposited. :

(H) Grosa Revenues. The Gross Revenuos of the System shall only be used
for purposes of the System.

ARTICLE VI

GENERAL COVENANTS
Saction 6.01. General Statement. 8o long as the Bonds shall ba
outstanding and unpaid, or until there sh&ll have been sat apart in the Reperve
Fund a sum sufficisnt to prepay the entire principal of the Bonds remaining
unpaid, tegether with interest accrued and to accrue thermon to the date of
prepayment, ths covenants and agreaments contained herein shall be and constitute
valid and legally binding covenants between tha Issuer and the Purchaser.

Section 6.02. Rates. The Issuer will, in the manner provided in the
Act, fix and collact such rates, fees or other charges for the services and
facilities of ths System, and revise the same from time to time whenovyer
nacessary, as will always provide revenues in each fiscal yasr sufficient to
produce nat revenues equal to not less than ona hundred ten percent (110%)
percent of the annual debt service on the Bonds and to make the peyments regquired
-~ herein into the Ressrve Fund and all the necessary expanses of operating and
maintaining the System during such fiscal year and such rates, f2es and other
charges shall not be reduced so a8 to be insufficient to provide adeguate
revenues for such purposes. '

Saction 6.03. Sale of the System. The System will not be sold without
‘the prior written congent of the Purchaser so long as the Bond ies outstanding.
Such consent will provide for dispogition of the proceeds of any such sale.

Section 6.04. Igsvance of Additrional Parity B or Obligatieong. Ko
additional parity bonda or obligatione payable out of the revenues of the Systam
Or any part thereof shall be imsued after the issusnce of the Bond pursuant
hereto except with the pricor written consent of the Purchaser or the then hoidex
of or Trustee or agent for tha holder of the Bond.

Section &.05. Insuranes apd Bond. The Issusr hereby covenante and
dgrees that it will, as an expense of construction; operation and maintenance af
the System, procurs, carry and maintain, =so long ae ths Bond remsing out gtanding,
inaurance with a reputable insurance carrier or carriers covering the following
riske and in the following amountsa:
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(a) Real Property Insursnce, to ba procursd upon acceptance of any part
of the Project from the contractor, and immediately upon any portion of the
System now in use, on all above-ground structures of the System in an amount
equal to tha full insurable valus thereof. In the event of any damage to or
destruction of any portion of the System, the Iseuer will promptly arrangz for
the application of the ineurance proceeds for the repair or roconstruction of
such damaged or destroyed rortion. The Isower will itself, or will require each
contractor and subsontractor to, obtain and maintain builder's risk insurance to
brotact the intereets of the Igsuer during construction of ths Projeet in the
full imsurable value thereof.

{b) bl £802.5LY Insurange, with limits of not less than $500,000 for
one or more parsens injured or killed in onm accident to protect the Issuar from
clajime for bodily injury and/or death, and not less than $200,000 to protect the
Issuer from claims for damage to property of others which may arise freom the
operation of the System, such issurance to ba procursd not later than the date
of delivery of the Bondsz.

{c} Vehicul blic ab Ins g, in the event the Issuer owns
or opearates any vehicle in the operstion of the System, or in the event that any
vehicle not owned by the Ispuer is operated at any time or timee for the banefit
of the Issuer, with limits of not less than 3$500,000 for one or more pereons
injured or killed in ona accident to protect the Issuer from clsims for bodily
injury and/or death, and not lass than §200,000 to protect the Issuer from claims
for damage to property of others which may arise from such oparation of vehicles,
such insurance to be procured prior to acquisition or commencement of oparation
of any such vehicle for tha Issuer.

{d) H exrg' C npation Coverage for Em geg of the Distr
iigd arefor a y 1d ymar ntis, such bonds to be in chws
amounts of one hundred parcent (100%) of the construction contract, will be
required of sach prime contractor, and such payment bonds will be filed with tha
Clazk of the County Commission of Clay County prior to commencement of
conatruction of the Project in compliance with West Virginia Code Section
38-2-~39. Workers' compsnsation insurance will be maintained ag required by the
lewe @f the State of Wesot Virginia.

(@) Fidelity Bonds will be provided ag to every membiar of the Geverning
Body and every officer and employse of the PSD having custody of the Revenue Fung
or of any revenuss or other funds of the System in an amount at least equal to
the total annual debt service requirements for all outstanding RUS loans.

(£) Flood Insurance to ba procurad, to the extent aveilsble at ressonahla
cogt to tha Igsuer,

{9) Provided, however, and in lieu of and notwithatanding the foregoing
provisione of thig Section, during construction of the Project and so long as tha
Bond is outstanding, the Isauer will carry indurance and bonds or cause insurance
and bonds to be carried for the protection of the Issuer, and during such
construction will require each contractor and subcontractor to carry insurance,
of such types and in such amounts as the Purchaser may specify, with insurance
carriers or bonding companies acceptable to the Purchaser.
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Szection 6.06. Statutory Mertgage. For the further protection of the
holder of the Bond, a stetutory mortgage lien upon the System is granted and
created by the aet, which gtatutory mortgage lien is hereby recognized end
" declared to be valid and binding and shall take effect immedistely upon delivery
of the Bond.

Saction 6.07. Evepts _of Default. Each of the following. events is
hereby declarsd an "Event of Default™:

(&) Failure to make payment of any monthly emortization installment st
the date epecified for payment thoreof and/or;

(B) Fallure duly and punctually to obeerva or perform any of the
covenants, conditions and agresemsnte on thse part of the Issuer contained ing the
Bond or herein, or violation of or fallure to obsearve any provision of =any
pertinent law or of this or the other Hond Ramolutions.

Section 6.08. Enforcement. Upen the happening of any Event of Default
spacifisd above, then, and in every such cage, the Purchaser may proceed to
protect and enforee its rights by an appropriate action in any court of competent
jurisdiction, either for the specific pgrformance of any covenant or agreement,
or execution of any power, or for the enforcement of any proper legal or
equitable remedy as shall be deemed most effectual to protect and enforce such
rights and shall have all rights prescribed by the Act, W.Va. Code and other
applicable law. '

Upon application by the Purchaser, such court may, upon proocf of puch
default, appoint a receiver for the affairs of the Issuer and the System. The
Receivar so appointed shall adminigter the Syatem on behalf of the Issuar, shall
exercise all the rights and- powers of the Iassusr with respect to the System,
shall proceed under the direction of the court to obtein authorizaticn to
increase rates and charges of the System, and shall have the power to collect znd
receive all revenues and apply the ssme in such manner 28 the court may direct.

Section £.09. Fiscpl ¥Year: Budget. While the Bond is cutstanding and
unpaid and to the extent not now prohibited by law, the System shall bz oparated
and maintained on a fiscal year basis comnencing on July 1 of each yesar and
ending on the following June 30, which period shall also constitute the budget
ysar for the operation and maintenance of tha System. Not later than thirty (30}
days prior to the beginning of each fiscal year, the Isguer agrees to adopt &n
Annual Budget for the ensuing year, and no expenditures for operation and
maintenance axpenses of the System in excses of the Annual Budget shall be made
during such figecal year unless unanimously authorized and directed by ths
Governing Body. Copies of each Annual Budget shsll be delivered to the Purchaser
by the baginning of each fiscal year.

If for any reason the Issuer =hsll not heve adopted an Annual Budget before
tha first day of any fiscal year, it shall adopt a Budget of Current Expsnses
fzrom month to month until the adoption of an Annual Budget; provided, howevar,
that no such monthly budget shall exceed the budget for the correspond ing month
in the year next preceding by more than ten percent (10%); and previded further,
that adoption of a Budget of Current Expenees shall not constitute complianca
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with the covenant te adopt an Annual Budget unless failurs to adopt an Annusel
Budget be for a reason beyond ths econtrol of the Issuar. Each such Budget of
Current Expences shall be mailed immedigtely to the Purchapar.

Eection 6.10. Companaatic £ Moambers £ Coverning Body. The Ispgusrc
hereby covenants angd agreas that no compensation for policy dirsection shall be
paid to the mesmbars of tha Governing Body in excess of the amount parmittaed by
the Act. Paymsnt of any Compensation to any such msmbsr for pelicy direction
shall not be made if such payment would cause the Net Revennss to fall below the
amount reguirsd to mest all payments provided for hergin, nor when there i=m

default in the performance of or compliance with any covenent or provimion
haraof.

Section 6.11. pvenant to Procesd an mplete. The Issuar hereby
covenants to proceed ap pr ly ap possible with thse construction of the Project
to completion thersof in sccordance with the plans and spacifications preparsd
by the Conmulting Engineer and on file with the Secretary on the date of adoption
hereof, subject to pormitted changes.

Section 6.12. Books snd Recordsg: Audits. The Iszsuar will keaep books

and records of the System, which shall be wsgparate and apart from all other
books, racorde and accounts of the Igsuar, in which complete and correct entriecs
shall be made of all transactions relating to the System, and the Purchaser shall
have tha right at all reascnable times to inspect the System and all recordsa,
accounts and data of the Issuer relating thersto.

The Issuer shall, at least onca a Year, cause pald books, records and
accounts of the System to be properly audited by an independent competent firm
of certified public sccountants and shall mail & copy of such sudit report to the
Purchaser. The Issuer further covenants to comply with the Act with respect to
guch books, records and accounts.

Section 6.13. Haintenance of Syptem. The Issuar covenants that it will
continuously oparate, in an economical and sfficient menner, and maintain the

System as a revenus-producing utility ae herein provided soc leng as the Bond is
cutstanding.

Saction 6.14. Ho Compstition. To the extent legally allowable, the
Issuer will not permit competition with the System within its boundaries or
within the territory served by it and will not grant or caupi, consent €0 or
ellow the granting of any franchise, permit or other authorization for any
parson, firm, corporation, public or private body, agancy or instrumentality
whatsoever to provide any of the services supplied by the System within the
boundaries of the Issuer or within the territory served by the System.
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ARTICLE VII

RATES, RULES, COVERANTS, ETC.

Section 7.01.

A. The initial scheduls of rates and chargee for the services and
facilities of the System shall be as set forth on an Ordar of the Public Service
Commission dated September 21, 1990. in Cass Humber 89-564-PWD-CN, which order
is incorporated herein by refersnce and ic made s part hareocf,

B. The Issuer hareby modifies and enacts to the extent necegzary the rates
and charges as set cut in the sbove-raferencad order and to be included on s
teriff shest to bas filed with the Public Service Commission which rates ang
conditions are ag followat

of Sarvi
Available for gemeral domestic, commercial
and industrial eervice for tha entira area served,

Rateg

First 3,000 gals, @ §7.30 per 1,000 gals.
Next 3,000 gals. 8 §7.10 rer 1,000 gals.
Hext 4,000 gals. @ $6.50 per 1,000 gals.
Rext 10,000 gals. @ $6.70 per 1,000 gals.

= .
No bill shall be rendered for less than the
following amcuats according to the size of
meter instaslled: ‘
5/8% mater $21.90 per month
3/4" meter §32.85 per month
1" metsr $54.75 per month
1 1/2" meter $108.50 par month
2" meter $175.20 per month
3" master $328.50 per month
4" meter $547.50 per month
6" meter £1,095.00 per month
&" mater $1,752.00 per month

alayved Pe

The above tariff is net. On all accounts not pald in full within twenty
(20) daye of date of bill, ten percent (10%) will be added to net amount unpaid.
This delayed payment penalty is not interest and is to be collected cnly once for
fach bill where it i=m appropriate.

If any bill is not paid within sixty (60} dayes afier date, watar service
to tha customer will be discontinued. Water service will not be restored until
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all past due water bills have been paid in f£ull and all acerued penalties plus
& reconnaction charge have been paid.

Connection Chaxge

A preconstruction connection charge of $100 is applicable to the Varneytown
extension. Once construction is completed beyond the point of service to
potential customers, the connection charge for all applicants will be $250.00.

§20.00

bsction 7.D2. WETex 1pchsne cyact. AR required by the Latter of
Conditions and &g authorized by the Public Service Commission, the Issuer shall
enter and is authorized to enter inte a Water Purchasse Contract with the Town of

Clay to purchase treated water.

Section 7.03. Further Covenantg.

The Issuer hereby further covenants and agrees as follows:

A. There shall not be any discrimination or diffarential in rates
between customers in similar circumestances.

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

c. The Issuer, to tha extent permitted by lew, will not accept payment
of any water bill from a customsr served with water and sewer services by the
Issuer without payment at the pame time of a sawar bill owed by such custeomer for
the same premises. )

D. Rll delinquent fess, rates and charges for services or facilities of
the System shall be lienz on the premises served of equal degree, rank and
priority with the lien on such premigess of state, county, school and municipal
taxes, as provided in tha Act. The Issuer shall have such remedies and powess
&8 are provided under the Act and othwr applicable provisionsz of law with regard
to the collection and enforcement of such fees, rates and charges.

E. The Issuer will not render or cause to be rendered any fres services
of any nature by the System nor any of the facilities; and in the event that the
Igsuar or any department, agency, cfficer or employee thereof should avail itself
oz themselves of the services or facilities of the System, the pame fees, rates
and charges applicable to other customere recelving like services under similar
circumstances shall be charged, such charges shall be paid as they accrue, and

revenues =0 received shall be depceited and accounted for in the gaNe mMAanner as
other Revenues of the System. :
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ARTICLE VIII
MISCELLAKEOUS

Secticon £.01. Befeagance of Bond. If the Issuer shall pay or there
shall otherwise be paid, to the Holder of tha Bond, the principal of and interest

due or to become due thereon, at the timea and in the manner Btipulated tharsin
and in this Boad Resolution, then with respect to the Bond, the pledge of Net
Revenues and other moneys end securities pledged undsr this Bond Resolution and
all covenants, agreements and other obligations of the Issuer to the Registarad
Cwner of the Bond, shall thereupon ceass, terminate and become void and be
discharged and satisfied.

Section 8.02. Filing Us Uniform Commarsie) Code. Contemporaneously
with the delivery of the Bond, the Isguer shall execute Financing Statements
me=ting the requirements of the Uniform Commercial Code of West Virginia and
promptly thereafter shall file such Financing Stataments in the offices of the
Secretary of State of West Virginia and of the Clerk of the County Commiseion of
Clay County.

Section £.03. Delivery of Bond. The Chairmen and Secretary of the
Governing Boedy are hereby authorized and directed to cause the Ssries 1997 Bond,
numbered R-1, hereby awarded to the Purchaser pursuant to prior agreement, to be
delivered to the Purchaser s soon as the Purchaser will aceept such delivery.

Section B8.04. Severability of Invalid Provisjon. If any one or mora

of <ha covernants, agreements or provisions hereof should ba held contrary to any
enpraess provision of law or contrary to the policy of express law, although not
expresgly prohibited, or againet public policy, or shall for any reason
whatsoever bs held invalid, then such covenants, agreesments or provisione shall
be null and void and shall be desemed separable from the remaining covaenants,
Agreements or provieions hereef, and shall in no way affect the validity of a1l
the other provieions hersof or the Bonds.

Section B8.05. Conflicting Provigions Repealed. All resolutions and

orders, or parts thereof, in conflict with the provisions herecf ara, to the
extent of such conflicts, hereby repealed; provided that this Section shall net
be applicable to the Loan Resclution (Form FuHA 442-47).

Section 8.06. Tapble of Contents and Headings. The Table of Contentes

and headings of the articles, sections and subsections hersof are for convenience
only and shall neither contzol nor affect in any way the meaning or construction
of any of the provisions hereof. '

Section B8.07. Modification or Amendment. The Bond Resolution may not

ba modified or amended in any material manner after final passage without tha
prior written consent of the Purchaser and/or holder of the Bond.

Section B.0Z8,. Covenant of Due Procedure, Ete. The Issuer covenants

thet all aects, conditions, things and procedures required to exist, to happan,
to be parformed or to be taken precedent to and in the adoption of thie
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Resolution do exist, have happen=d, have been performed and have been taken in
regular and due time, form and manner ag required by and in full compliance with
the laws and Constitution of the §tate applicable thereto; and that the Chairman,
Secretary and members of the Governing Body were at all times when any acticns
in conneaction with this Resclution ocourred and are duly in office and duly
qualified for such office.

Sgction 8.09. Supp) emen RE iong. The Issuer may pase such
supplemental resolutions, Lf nacess + to effectuate the purposss and intent of
this Resolution.

Seetion 8.10. R

ffectives ime . This Resclution ehell taks effect
immediately upon its adoption.

Saction 8.11 Stas orv Notice of gting apnd Bond Tssug. Notice of
tha date, time and place at which the Governing Body of tha Iesuar considared
this Resolution for adoption was given at lsast ten (10} daye in advance thersof

by Claess I legal advertisement in the Clay Free Press and The Times Record,

newapapers of general circulation in the arsa served by tha Igsuer.

CLAY ROANE PUBLIC SERVICE DISTRICT

CHairman }&/

[{SEAL]
Attest:

,J.« ey

Secre

tary
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CERTIFICATION

I, Paul Rogers, Ssecretary of the Clay Roang Public Service Bietrict, hereby
certify that the foreguing is a trus and correct copy ©f an Resclution approved
at a meeting of the Public Service Board of the Clay Roane Public Service
District held cn Bpril 4, 1997. I further hereby certify that the action of gaid
Public Service Board set forth therein remains in full foree and effect and haz
not been amsnded or repesled. '

WITNESS my signature on this 4th day of April, 1997.

Tl Vpmaes

Sacretary

25




BTATE OF WEBT VIRGINIAZ,
COUNTY OF CLAY, to-~wit:

The foregoing instrument was acknowledged befors me this 4th day of april,
18537, by T.G. Cruikshank, the Chairman of ths Clay Roane Public Service District,
2 public servica district created pursuant to the Act by an order iasued by Tho
County Cemmission of Clay County, on behalf of said public sarvice district.

My commission expires ,Z?«zg? 3/ o0 .

- DFF‘IB[AL SEAL tﬂ"}‘ . (7/14[&: ‘ﬁﬂ. &//Wc:@»ur

STATE CF WEST vinaiKIL
JUDY . MCORE
P, 0, BOX 183

CLAY, WY 25043
My Commission Expires Aup 3, 2004

NOTAnY atg e . HOTARY?’ELIV
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PROCIOUS PUBLIC SERVICE DISTRICT

A RESOLUTION AUTHORIZING THE ISSUANCE OF THE
WATER REVENUE BOND, SERIES 1982, IN THE
PRINCIPAL AMOUNT OF NOT IN EXCESS OF
$192,000 OF THE PROCIOUS PUBLIC SERVICE
DISTRICT TO FINANCE THE COST, NOT OTHERWISE
PROVIDED, OF CONSTRUCTION OF A NEW
WATERWORKS; DEFINING AND PRESCRIBING THE
TERMS AND PROVISIONS OF SAID BOND; PROVIDING
GENERALLY FOR THE RIGHTS, REMEDIES AND
SECURITIES OF THE HOLDER OF SAID BOND AND
FOR A STATUTORY MORTGAGE LIEN UPON THE
WATERWORKS IN FAVOR QF THE HOLDER OF SAID
BOND; ADOPTING OTHER PROVISIONS RELATING TO
SAID BOND; ESTABLISHING RATES AND CHARGES
FOR SAID WATERWORKS AND PROVIDING WHEN THIS
RESOLUTION SHALL TAKE EFFECT.

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

ARTICLE I

DEFINITIONS, STATUTORY AUTHORITY AND FINDINGS

Section 1,01. Definitions. The following terms shall
have the following meanings in this Resolution unless the text
otherwise expressly requires:

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

"Board"” means the Public Service Board of the Procious
Public Service District, the governing body of said District
under the Act, and any successors to the functions thereof.

"Bond®™ or Bonds" means the Water Revenue Bond, Series
1982, originally authorized to be issued pursuant to this
Resolution in the principal amount of not in excess of
$192,000, and shall also be deemed to include, where
appropriate, any additional parity Bonds issued pursuant to
this Resolution.

"Certified Public Accountant not in the regular employ
of the District™ means Krisher and Krisher, certified public
accountants, Charleston, West Virginia, or any other certified
public accountant or firm of certified public accountants that
shall at any time hereafter be retained by the Procious Public
Service District to prepare an independent annual or special
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audit of the accounts of said District or for any other purpose
except keeping the accounts of said District in the normal
operation of its business and affairs.

"Chairman™ means the Chairman of the Board.

"Consulting Engineer®™ means Milam/BCM Engineering,
Inc., Dunbar, West Virginia, or any qualified engineer or firm
of engineers which shall at any time hereafter be retained by
the District as Consulting Engineer for the System.

"pDistrict™ means Procious Public Service District, of
Clay County, West Virginia, and, where appropriate, also means
the Board thereof.

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

"Fiscal Year" means each year beginning on July 1l and
ending on the succeeding June 30.

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

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

"Herein™ means in this Resolution.

"Holder of the Bond"™ or "Bondholder" or any similar
terms mean any person who shall be the bearer or owner of any
outstanding Bond registered to bearer or not registered, or the
registered owner of any outstanding Bond which shall at the
time be registered other than to the bearer, or the bearer or
owner of any coupons representing interest accrued or to accrue
on said Bond.

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

"Operating Expenses®" means the current expenses, paid
or accrued, of operation and maintenance of the System and its
facilities, and includes, without 1limiting the generality of

the foregoing, insurance premiums, salaries, wages and adminis-
trative expenses of the District relating and chargeable solely

to the S8ystem, as hereinafter defined, the accumulation of
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appropriate reserves for charges not annually recurrent but
which are such as may reasonably be expected to be incurred,
and such other reasonable operating costs as are normally and
regularly included under recognized accounting practices, and
retention of a sum not to exceed one-sixth (1/6) of the
budgeted operating expenses stated above for the current year
as working capital, and language herein requiring payment of
operating expenses means also retention of not to exceed such
sum as working capital.

"Original Purchaser" means the purchaser, directly
from the District, of the Water Revenue Bond, Series 1982,
originally authorized to be issued pursuant to this Resolution
in the principal amount of not in excess of $192,000, or of any
part of such Bond.

"Project" shall have the meaning stated in Section
1.03(B) hereof and as described in Exhibit A.

"Revenues"™ or "Gross Revenues" means all rates, rents,
fees, charges or other income received by the District, or
accrued to the District, or any department, board, agency or
instrumentality thereof in control of the management and opera-
tion of the System, from the operation of the System, and all
parts thereof, all as calculated in accordance with sound
accounting practices.

"Secretary" means the Secretary of the Board.

"Series 1982 Bond"™ means the Water Revenue Bond,
Series 1982, originally authorized to be issued pursuant to
this Resolution in the principal amount of not in excess of
$192,000.

"System"” means the complete waterworks system of the
District consisting originally of the Project, including all
water facilities owned by the District and all facilities and
other property of every nature, real or personal, now or here-
after owned, held or used in connection with the waterworks and
shall also include any and all additions, extensions, improve-
ments, properties or other facilities at any time acquired or
constructed for the System after completion of the Project.

Words importing singular number shall include the
plural number in each case and vice versa, and words importing
persons shall include firms and corporations,

Additional terms and phrases are defined in this
Resolution as they are used. Accounting terms not specifically
defined herein shall be given meaning in accordance with
generally accepted accounting principles.

Section 1.02. Authority for This Resolution. This
Resolution is adopted pursuant to the provisions of the Act and
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other applicable provisions of law. The District is a public
service district created pursuant to the Act by The County
Commission of Clay County, West Virginia.

Section 1.03. Findings and Determinations. It is
hereby found, determined and declared as follows:

(A) The District does not now have a public water-
works systemn.

(B) It is deemed essential, convenient and desirable
for the health, welfare, safety, advantage and convenience of
the inhabitants of the District, and, accordingly, it is hereby
ordered, that there be constructed and acquired a new water-
works system of the District consisting of transmission and
distribution lines, with all necessary appurtenant facilities,
particularly described in and according to the plans and speci-
fications prepared by the Consulting Engineer and heretofore
filed in the office of the Secretary.

(C) It is necessary for the District to issue its
Series 1982 Bond in the principal amount of not in excess of
$192,000 to finance in part the costs of acquisition and
construction of the Project in the manner hereinafter provided.

(D) The estimated maximum cost of the acquisition and
the construction of the Project is $1,698,000, of which
$192,000 will be obtained from the proceeds of sale of the
Series 1982 Bond; $856,000 will be obtained from a grant from
the Government; $488,900 will be obtained from a grant from the
aAppalachian Regional Commission; $85,000 will be obtained from
a grant from The County Commission of Clay County; and $76,100
will be obtained from a grant from the West Virginia Housing
Development Fund. '

(E) The cost of the Project shall be deemed to
include, without being limited to, the cost of acquisition or
construction of the Project; the cost of all property rights,
easements and franchises deemed necessary or convenient there-
for; interest on the Series 1982 Bond prior to, during and for
six months after completion of construction and acquisition of
the Project; engineering, fiscal agents and legal expenses;
expenses for estimates of costs and revenues; expenses for
plans, specifications and surveys; other expenses necessary or
incident to determining the feasibility or practicability of
the Project; administrative expense; and such other expenses as
may be necessary or incident to the financing authorized by
this Resolution, the construction or acquistion of- the Project
or the placing of the same in operation.

(F) The period of usefulness of the System after
completion of the Project will not be less than forty (40)
years.



(G) There are not outstanding any obligations of the
District which will rank superior to or on a parity with the
Series 1982 Bond as to lien and source of and security for
.payment.

(H) The District has complied with all requirements
of West Virginia law relating to authorization of the construc-
tion, acquisition and operation of the Project and issuance of
the Series 1982 Bond, or will have so complied prior to issu-
ance of the Series 1982 Bond, including, among other things,
the consent and approval, pursuant to the Act, of the issuance
of the Series 1982 Bond by the Public Service Commission of
West Virginia by final order, the time for rehearing and appeal
of which have expired.

Section 1.04. Resolution To Constitute Contract. 1In
consideration of the acceptance of the Series 1982 Bond by the
Government, this Resolution shall be deemed to be and shall
constitute a contract between the District and such Bondholder,
and the covenants and agreements set forth in this Resolution
to be performed by the District shall be for the benefit,
protection and security of the legal holders of all the Bonds,
all of which shall be o0f equal rank without preference,
priority or distinction of any of the Bonds over any other
thereof, except as expressly provided herein.




ARTICLE II

AUTHORIZATION OF THE PROJECT

Section 2.01. Authorization of the Project. There is
hereby authorized the construction and acquisition of the
Project discribed in Exhibit A hereto, plans and specifications
for which have been prepared by the Consulting Engineer and
heretofore filed in the office of the Secretary.




ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUANCE OF SERIES
1982 BOND

Section 3.0l1l. Authorization of Series 1982 Bond.
Subject and pursuant to the provisions of this Resolution, the
Bond of the District, to be known as "Water Revenue Bondg,
Series 1982," is hereby authorized to be issued in the aggre-
gate principal amount of not exceeding One Hundred Ninety-Two
Thousand Dollars ($192,000) for the purpose of financing a part
of the cost of the construction and acquisition of the Project.

Section 3.02. Description of Series 1982 Bond. The
Series 1982 Bond shall be issued in single form, designated as
No. R-1, and shall be dated on the date of delivery. The
Series 1982 Bond shall bear interest from date, payable monthly
at the rate of five percent (5%) per annum, and shall be sold
for the par value thereof. If the Government is the Original
Purchaser of the Series 1982 Bond, the aggregate principal
amount of the Series 1982 Bond need not be paid to the District
upon delivery to the Government of the Series 1982 Bond, but
may be advanced to the District as requested by the District
and approved by the Government; provided, however, that the
Series 1982 Bond shall evidence only the indebtedness recorded
on the Record of Advances incorporated in the Series 1982 Bond,
and interest shall accrue only on the amount of each advance
from the actual date thereof as listed in said Record of
Advances.

The Series 1982 Bond shall be subject to prepayment of
scheduled installments, or any portion thereof, at the option
of the District, and shall be payable as provided in the Bond
form hereinafter set forth. The Series 1982 Bond shall be
subject to mandatory prepayment of scheduled installments, or
any portion thereof, if, at any time the Government is the
Holder thereof, it shall appear to the Government that the
District is able to refinance the Series 1982 Bond by obtaining
a loan for such purpose from responsible cooperative or private
sources at reasonable rates and terms for loans for similar
purposes and periods of time and if the Government shall
request the District to refinance the principal amount of the
Series 1982 Bond outstanding, in whole or in part. The Series
1982 Bond shall further be subject to mandatory prepayment of
scheduled installments if the Government shall exercise its
option to accelerate payment upon an Event of Default, as
provided in Section 5.09 of this Resolution.

Section 3.03. Execution of Bonds. The Bonds shall be
executed in the name of the District by the Chairman, and the
corporate seal shall be affixed thereto or imprinted thereon
and attested by the Secretary. The Bonds may be signed and
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sealed on behalf of the District by such person as at the
actual time of the execution of such Bonds shall hold the
proper office on the Board, although at the date of such Bonds
such person may not have held such office or may not have been
s0 authorized.

Section 3.04. Negotiability and Registration. The
Bonds shall be and have all the qualities and incidents of
negotiable instruments under the laws of the State of West
Virginia. The Series 1982 Bond originally issued pursuant
hereto shall be fully registered to the Government, and the
Secretary is hereby appointed registrar for the Series 1982
Bond.

Section 3.05. Bonds Mutilated, Destroyed, Stolen or
Lost. In case any Bond shall become mutilated or be destroyed,
stolen or lost, the District may in its discretion issue and
deliver a new Bond of like tenor as the Bond so mutilated,
destroyed, stolen or lost, in exchange and substitution for
such mutilated Bond or in lieu of and substitution for the Bond
destroyed, stolen or lost, and upon the Holder's furnishing the
District proof of his ownership thereof and satisfactory indem-
nity and complying with such other reasonable regulations and
conditions as the District may require. The Bond so surren-
dered shall be cancelled and held for the account of the
District. If the Bond shall have matured or be about to mature
the District may, instead of issuing a substitute Bond, pay the
same, upon being indemnified as aforesaid, and, if such Bond be
destroyed, stolen or lost, without surrender thereof.

Any such duplicate Bond issued pursuant to this
section shall constitute an original, additional contractual
obligation on the part of the District, whether or not the
destroyed, stolen or lost Bond be at any time found by anyone,
and such duplicate Bond shall be entitled to equal and propor-
tionate benefits will all other Bonds issued pursuant to this
Resolution.

Section 3.06. Form of Series 1982 Bond. Subject to
the provisions of this Resolution, the text of the Series 1982
Bond and the other details thereof shall be of substantially
the following tenor, with such omissions, insertions and varia-
tions as may be authorized or permitted by this Resolution or
any subsequent resolution adopted prior to the issuance thereof:




{(Form of Series 1982 Bond)

PROCIQUS PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1982

$192,000

No. R-1 Date:

FOR VALUE RECEIVED, PROCIOUS PUBLIC SERVICE DISTRICT,
a public corporation and political subdivision of the State of
West Virginia (herein called "Borrower") promises to pay to the
order of the United States of America, acting through the
Farmers Home Administration, United States Department of
Agriculture ({herein called the "Government"), at its National
Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the
principal sum of One Hundred Ninety-Two Thousand Dollars
($192,000), or such lesser amount reflected in the Record of
Advances herein, plus interest on the unpaid principal balance
at the rate of five per cent (5%) per annum. The said
Principal and interest shall be paid in the following install-
ments on the following dates: Installments of interest only on
the first day of each month for the first twenty-four months
after the date hereof and, assuming the stated principal amount
has then been advanced, as reflected in the Record of Advances
herein, $943.00, covering principal and interest, thereafter on
the first day of each month, except that the final installment
shall be paid at the end of forty (40) years from the date of
this Bond, and except that prepayments may be made as provided
hereinbelow. The consideration herefor shall support any
agreement modifying the foregoing schedule of payments.

If the total amount of the loan is not advanced at the
time of loan closing, the loan shall be advanced to Borrower as
requested by Borrower and approved by the Government, and
interest shall accrue on the amount of each advance from its
actual date as hereinafter listed.

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

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




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

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

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

This Bond is issued for the purpose of financing a
part of the cost of construction and acquisition of a water-
works system of the Borrower (together with any improvements
and extensions thereto, the "System"). Borrower hereby
certifies that it is unable to obtain sufficient credit else-
where to finance its actual needs at reasonable rates and
terms, taking into consideration prevailing private and cooper-
ative rates and terms in or near its area for loans for similar
purposes and periods of time.

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

This Bond, together with any additional bonds ranking
on a parity herewith which may be issued and outstanding for
the purpose of providing funds for financing costs of construc-

tion and acquisition of improvements and extensions to the
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System, is payable solely from the revenues to be derived from
the operation of such System after there have been first paid
from such revenues the reasonable current costs of operation
and maintenance of the System. This Bond does not in any
manner constitute an indebtedness of the Borrower within the
meaning of any constitutional or statutory provision or limita-
tions.

This Bond has been issued under and in full compliance
with the Constitution and statutes of the State of West
Virginia, including, among others, Article 13A of Chapter 16 of
the Code of West Virginia, 1931, as amended.

This Bond is given as evidence of a loan to Borrower
made or insured by the Government pursuant to the Rural
Development Act of 1974. This Bond shall be subject to the
present regulations of the Government and to its future
regulations not inconsistent with the express provisions
hereof. All provisions of the resolution authorizing the
issuance of this Bond and the 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.

IT IS5 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 exist,
have happened and have been performed in due time, form and
manner as required by law, and that the amount of this Bond,
together with all other obligations of the Borrower, 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 of the Borrower has been pledged to and
will be set aside as provided herein for the prompt payment of
the principal of and interest on this Bond.

IN WITNESS WHEREOF, the said Procious Public Service
District, Clay County, West Virginia, has caused this Bond to
be signed by the Chairman of its Public Service Board and its
corporate seal to be hereunto affixed and attested by the
Secretary of its Public Service Board, all as of the date first
above written,

PROCIOUS PUBLIC SERVICE DISTRICT
(Name of Borrower)

{Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official)
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[CORPORATE SEAL]

ATTEST:

P. O. Box 316

(Post Office Box No. or Street
Address)

Clendenin, West Virginia 25045

(City, State and zip Code)

{Signature of Attesting Official)

Secretary, Public Service Board

- (Title of Attesting Official)
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RECORD OF ADVANCES

AMOUNT DATE AUTHORIZING
OFFICER

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
{10)
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TOTAL

Pay to the Order of

UNITED STATES OF AMERICA
FARMERS HOME ADMINISTRATION

BY




ARTICLE IV

SERIES 1982 BOND PROCEEDS, REVENUES AND
APPLICATION THEREQF

Section 4.0l1. Series 1982 Bond Proceeds; Project
Construction Account. 2All moneys received from the sale of the
Series 1982 Bond shall be deposited on receipt by the District
in the Clay County Bank, of Clay, West Virginia (herein called
the "Bank"), a member of the Federal Deposit Insurance
Corporation (herein called "FDIC"), in a special account hereby
created and designated as "Procious Public Service District
Construction Account" (herein called the "Project Construction
Account”). The moneys in the Project Construction Account in
excess of the amount insured by FDIC shall be secured at all
times by such Bank by Government Obligations. The Project
Construction Account shall constitute a trust fund, and moneys
in the Project Construction Account shall be expended by the
District solely for the purposes provided in this Resolution;
provided, however, that payment of interim financing used for
such purposes shall be considered as use for such purposes.
Expenditures or disbursements from the Project Construction
Account, except for legal, fiscal and engineering expenses and
expenses in connection with the issuance and sale of the Series
1982 Bond shall be made only after such expenditures or
disbursements shall have been approved in writing by the
Consulting Engineer.

Until completion of construction of the Project, the
District will transfer from the Project Construction Account
and deposit in the Sinking Fund, not later than fifteen days
prior to the next interest payment date, such sums as shall be
from time to time required to pay the interest becoming due on
the Series 1982 Bond on such interest payment date if moneys in
the Sinking Fund are insufficient for such purpose.

If the District shall determine at any time that all
funds on deposit in the Project Construction Account exceed the
estimated disbursements on account of the Project for the
ensuing ninety (90) days, the District may invest such excess
funds in Government Obligations which shall mature not later
than eighteen (18) months after the date of such investment.
All such investments and the income therefrom shall be carried
to the credit of the Project Construction Account.

When construction of the Project has been completed
and all costs thereof have been paid or provision for such
payment has been made, any balance remaining in the Project
Construction Account shall first be used to refund promptly any
overpayment made with respect to any federal grants, and any
moneys then remaining in the Project Construction Account shall
be promptly used to prepay installments of the Series 1982 Bond
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or a portion thereof, and any residue shall be deposited in the
Sinking Fund,

Section 4.02. Covenants of the District as to
Revenues and Funds. So long as any of the Bonds shall be

outstanding and unpaid, or until there shall have been set
apart in the Reserve Account hereinafter established a sum
sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Series 1982 Bond,
or such lesser amount reflected in the Record of Advances
therein, and any additional parity Bonds remaining unpaid,
together with interest accrued and to accrue thereon, the

District further covenants with the Holders of the Bonds as
follows:

{A) Revenue Fund. The entire Gross Revenues derived
from the operation of the System, and all parts thereof, shall
be deposited as collected by the District in a special fund,
known as the "Procious Public Service District Revenue Fund®
{herein called the "Revenue Fund"), which is hereby established
with the Bank. The Revenue Fund shall constitute a trust fund
for the purposes provided in this Resolution and shall be kept
separate and distinct from all other funds of the District and

used only for the purposes and in the manner provided in this
Resolution.

(B) Disposition of Revenues. All revenues at any
time on deposit in the Revenue Fund shall be disposed of only
in the following order and priority:

(1) The District shall first each month set aside in
the Operation and Maintenance Fund hereby established with the
Bank such sum as the Board shall determine, in accordance with
its budget, to be necessary for Operating Expenses.

(2) The District shall next, by the fifteenth day of
each month, transfer from the Revenue Fund and pay to the
office and place designated in the Bond (herein called the
"Sinking Fund"} the amount as set forth in the Bond required to
pay the interest on the Bond and to amortize the principal of
the Bond over the life of the Bond issue.

(3) The District shall next, by the fifteenth day of
each month, transfer from the Revenue Fund and deposit with the
Bank in a Reserve Fund hereby established with said Bank,
one-twelfth (1/12) of one-tenth (1/10) of the maximum amount of
principal and interest becoming due on the Bond in any Fiscal
Year until the amount in the Reserve Fund equals such maximum
amount., After such maximum amount has been accumulated in the
Reserve Fund, the District shall monthly deposit in the Reserve
Fund such part of the moneys remaining in the Revenue Fund,
after such provision for payment of Operating Expenses of the
System and for payment of maturing principal of and interest on
the Bond, as shall be required to maintain such maximum amount
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in the Reserve Fund. Moneys in the Reserve Fund shall be used
solely to make up any deficiency for monthly payments of the
principal of and interest on the Bond as the same shall become
due or for prepayment of installments or for mandatory redemp-
tion of Bonds of all series as hereinafter provided, and for no
other purpose. '

{(4) The District shall next, by the fifteenth day of
each month, transfer from the Revenue Fund and deposit in the
Replacement Fund hereby established with the Bank, the moneys
remaining in the Revenue Fund and not permitted to be retained
therein, until there has been accumulated in the Replacement
Fund the aggregate sum of $35,000 and thereafter such sums as
shall be required to maintain such amount therein. Moneys in
the Replacement Fund shall be used first to make up any
deficiencies for monthly payments of principal of and interest
on the Bond as the same become due, and next to restore to the
Reserve Fund any sum or sums transferred therefrom. There-
after, and provided that payments into the Reserve Fund are
current and in accordance with the foregoing provisions, moneys
in the Replacement Fund may be withdrawn by the District and
used for repairs, replacements of equipment and improvements of
the System, or any part thereof.

(5) After all the foregoing provisions for use of
moneys in the Revenue Fund have been fully complied with, any
moneys remaining therein may be used to prepay installments of
the Bond outstanding, or for any lawful purpose.

Whenever the moneys in the Reserve Fund shall be
sufficient to prepay the unpaid principal of the Bond
outstanding, it shall be the mandatory duty of the District,
anything to the contrary in this Resolution notwithstanding, to
direct the Bank to pay the unpaid principal amount of the Bond
at the earliest practical date and in accordance with appli-
cable provisions hereof, including interest accrued and to
accrue to the date of prepayment.

The aforesaid Bank (and any successor appointed by the
District) is hereby designated as the fiscal agent (herein
called the "Fiscal Agent") for the administration of the
Reserve Fund and the Replacement Fund as herein provided, and
all amounts required therefor will be deposited by the District
upon transfers of funds from the Revenue Fund at the times
provided herein, together with written advice stating the
amount remitted for deposit into each such fund.

All the funds provided for in this section shall
constitute trust funds and shall be used only for the purposes
and in the order provided herein, and, until so used, the
Bondholder shall have a lien thereon for further securing pay-
ment of the Bond and the interest thereon. The moneys in
excess of the sum insured by FDIC in any of such funds shall at
all times be secured, to the full extent thereof in excess of
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such insured sum, in a manner lawful for securing deposits of
state and municipal funds under the laws of the State of West
Virginia,

If on any payment date the revenues are insufficient
to place the required amount in any of the funds or accounts as
hereinabove provided, the deficiency shall be made up in the
subsequent payments in addition to those which would otherwise
be regquired to be made into the funds or accounts on the
subseguent payment dates.

The Fiscal Agent shall keep the moneys in the Reserve
Fund and the Replacement Fund invested and reinvested to the
fullest extent practicable in Government Obligations having
maturities not exceeding two years. Earnings upon moneys in
the Reserve Fund, so long as the maximum amount required to be
accumulated therein is on deposit and maintained therein, shall
be paid annually into the Revenue Fund by the Fiscal Agent.

(C) Change of Fiscal Agent. The District may desig-
nate another bank insured by FDIC as Fiscal Agent if the afore-
said Bank should cease for any reason to serve or if the Board
determines by resolution that said Bank or its successor should
no longer serve as Fiscal Agent. Upon any such change, the
Board will cause notice of the change to be sent by registered
or certified mail to the Government.

(D) User Contracts. The Distriet shall, prior to
delivery of the Series 1982 Bond, obtain user agreements from
not less than 134 users in the area to be served by the
Project, and shall collect not less than $6,700 based on a user
contribution of $50.
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ARTICLE V

GENERAL COVENANTS

Section 5.0l. General Statement. So long as any of
the Bonds shall be outstanding and unpaid, or until there shall
have been set apart in the Reserve Fund a sum sufficient to pay
when due, or redeem or purchase prior to maturity, the entire
principal of the Bonds remaining unpaid, together with interest
accrued and to accrue thereon and any applicable redemption
premiums, the covenants and agreements contained herein shall
be and constitute valid and legally binding covenants between
the District and the Bondholders.

Section 5.02. Rates, The District will, in the
manner provided in the Act, fix and collect such rates, fees or
other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as
will always provide revenues in each Fiscal Year sufficient to
produce Net Revenues equal to not less than 110% of the average
annual debt service on the Bonds outstanding and to make the
payments required herein for principal of and interest on the
Bonds and into the Reserve Fund and the Replacement Fund during
such Fiscal Year; and such rates, fees and other charges shall
not be reduced so as to be insufficient to provide adequate
revenues for such purposes.

Section 5.03. Sale of the System. The System may be
sold, mortgaged, leased, or otherwise disposed of only with
written consent of the Government, and such consent will
specify the disposition of the proceeds of any such sale or
transfer, as shall be allowable under the Act.

Section 5.04. Covenant Against Encumbrances. The
District will not 1issue any obligations whatsoever, except
additional parity Bonds hereinafter provided for, 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; and all obligations hereafter issued
by the District payable from the revenues of the System, except
such additional parity Bonds, shall contain an express state-
ment that such obligations are junior and subordinate, as to
lien on and source of and security for payment from revenues,
and in all other respects, to the Bonds.

Section 5.05. Issuance of Additional Parity Bonds.
No additional parity Bonds, as in this section defined, payable
out of the revenues of the System, shall be issued after the
issuance of any Bonds pursuant to this Resolution.

(A) No such additional parity Bonds shall be issued
except for the purposes of financing the costs of the construc-
tion or acquisition of extensions, additions and improvements
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to the System or refunding Bonds issued hereunder, except as
provided in subsection (F) of this section.

(B) No such additional parity Bonds shall be issued
at any time, however, unless and until there has been procured
and filed with the Secretary a written certification by a
Certified Public Accountant not in the regular employ of the
District, based upon the necessary investigation, reciting the
conclusion that the Net Revenues actually derived from the
System during the Fiscal Year immediately preceding the date of
the issuance of such additional parity Bonds shall have been
not less than one hundred twenty percent (120%) of the average
aggregate amount which will mature or become due in any
succeeding Fiscal Year for principal of and interest on the
Series 1982 Bond then outstanding, and on any additional parity
Bonds theretofore issued pursuant to the provisions contained
in this Resolution then outstanding and on the additional
parity Bonds then proposed to be issued. This limitation may
be waived or modified by the written consent of Bondholders
representing seventy-five percent (75%) of each series of the
then outstanding Bonds issued pursuant hereto.

(C) Prior to or simultaneously with the issuance of
any such additional parity Bonds, the District shall have
entered into written contracts for the immediate acquisition or
construction of such additions, extensions or improvements to
the System which are to be financed by such additional parity
Bonds.

(D) The term "additional parity Bonds,"™ as used in
this section, shall be deemed to mean additional bonds issued
under the provisions and within the 1limitations of this
section, payable from the Net Revenues of the System on a
parity with the Series 1982 Bond or with Bonds which were
issued pursuant to this section as additional parity Bonds, and
all the covenants and other provisions of this Resolution
(except as to details of such additional parity Bonds inconsis-
tent herewith) shall be for the equal benefit, protection and
security of the Holder of the Series 1982 Bond and the Holders
of any additional parity Bonds subsequently issued within the
limitations of and in compliance with this section. All such
Bonds, regardless of the time or times of their issuance, shall
rank equally with respect to their lien on the Net Revenues of
the System, and their source of and security for payment from
said revenues, without preference of any Bond or coupon over
any other. The District shall comply £ully with all the
increased payments into the various funds created in this
Resolution reguired for such additional parity Bonds, in
addition to the payments required for Bonds theretofore issued
hereunder. Redemption of Bonds prior to maturity, in the event
that Bonds of more than one series are outstanding, shall as
nearly as practical be on an equal pro rata basis reflecting
the original amounts of each series.
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(E) No additional parity Bonds shall be issued at any
time unless all the payments into the respective funds provided
for in this Resolution on Bonds then outstanding and all other
payments provided for in this Resolution shall have been made
or paid up as required to the date of issuance of the addi-
tional parity Bonds and the District shall have fully complied
with all the covenants, agreements and terms of this Resolution
or shall have remedied any deficiency in such compliance,

(F) Anything to the contrary in subsections (a), (B)
and (C) of this section notwithstanding, additional parity
Bonds may be authorized and issued by the District pursuant to
supplemental resolution in the event that the Series 1982 Bond
should be insufficient, together with other funds lawfully
available therefor, to pay all costs of construction of the
Project. Any such additional parity Bonds authorized and
issued under the provisions of this subsection shall be limited
to the aggregate principal amount required to make up any
deficiency in funds for payment of such construction costs, and
the maturities of any such additional parity Bonds shall be in
years and amounts suggested by the Original Purchaser.

Section 5.06. Insurance and Bonds. The District
hereby covenants and agrees that so long as any of the Bonds
remain outstanding, it will, as an expense of operation and
maintenance of the System, procure, carry and maintain insur-
ance with a reputable insurance carrier or carriers covering
the following risks and in the following amounts:

(a) Fire, Lightning, Vandalism, Malicious Mischief
and Extended Coverage Insurance, to be procured upon acceptance
of any part of the Project from the contractor, on all above-
ground structures of the System in an amount equal to the
actual cost thereof. 1In the event of any damage to or destruc-
tion of any portion of the System, the District will promptly
arrange for the application of the insurance proceeds for the
repair or reconstruction of such damaged or destroyed portion.
The District will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance
to protect the interests of the District during construction of
the Project in the full insurable value thereof.

(b) Public Liability Insurance, with limits of not
less than §500,000 for personal 1liability to protect the
District from claims for bodily injury and/or death, and not
less than $200,000 from claims for damages to property of
others which may arise from the District's operation of the
System, such insurance to be procured at the commencement of
construction of the Project.

(c) Vehicular Public Liability Insurance, in the
event the District owns or operates any vehicle in the opera-
tion of the System, or in the event that any vehicle not owned
by the District is operated for the benefit of the District,
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with limits of not less than $500,000 for personal liability to
protect the District from claims for bodily injury and/or
death, and not less than $200,000 from claims for damage to
property of others which may arise from such operation of
vehicles, such insurance to be procured prior to acquisition or
commencement of operation of any such vehicle.

(d) Workmen's Compensation Coverage will be required
for all employees of the District eligible therefor and
Performance and Payment Bonds, such bonds to be 1in the amounts
of 100% of the construction contract, will be required of each
prime contractor, and such payment bonds will be filed with the
Clerk of The County Commission of Clay County prior to
commencement of construction of the Project in compliance with
Chapter 38, Article 2, Section 39, of the Code of West
Virginia, 1931, as amended.

{e) Fidelity Bonds shall be provided as to every
member of the Board and as to every officer and employee
thereof having custody of the Revenue Fund or of any revenues
or other funds of the District in an amount at least equal to
the total funds in the custody of any such person at any one
time, and initially in the amount of $20,000 and to be
increased thereafter as necessary to cover the maximum amount
of funds under control of that position at any one time.

(£) Provided, however, and in lieu of and notwith-
standing the foregoing provisions of this section, during
construction of the Project and so long as the Government holds
any of the Bonds, the District will carry insurance and bonds
or cause insurance and bonds to be carried for the protection
of the District and during such construction will require each
contractor and subcontractor to carry insurance of such types
and in such amount as the Government may specify, with

insurance carriers or bonding companies acceptable to the
Government.

Section 5.07. Statutory Mortgage. For the further
protection of the Holders of the Bonds and the coupons apper-
taining thereto, 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 wvalid and binding and
shall take effect immediately upon delivery of any of the Bonds.

Section 5.08. Events of Default. Each of the
following events 1s hereby declared an "Event of Default":

(A) Failure to make payment of the principal of, and,
if any premium be due, of such premium on, any of the Bonds
either at the date therein specified for their payment, or on
the date fixed for redemption by proceedings for redemption, or
otherwise;




(B) Failure to make payment of any installment of
interest due on any of the Bonds on the date specified for the
payment of such interest; '

(C) Failure duly and punctually to observe or perform
any of the covenants, conditions and agreements on the part of
the District contained in the Bonds or in this Resolution, or
violation of or failure to observe any provision of any
pertinent law, provided any such failure or violation,
excluding those covered in (A) and (B) above in this section,
shall continue for a period of thirty (30) days after written
notice shall have been given to the District by any Bondholder
specifying such failure or vioclation and requiring the same to
be remedied; provided, however, a default under any other
agreement which the District has with the Government shall
constitute an Event of Default hereunder.

Section 5.09. Enforcement, Upon the happening of any
Event of Default specified above, then, and in every such case,
if the Government is the Holder of any of the Bonds out-
standing, the Government may, at its option, declare the entire
principal amount of the Bonds held by it then outstanding, and
any interest accrued thereon, immediately due and payable.
Upon the happening of any Event of Default specified above,
then, and in every such case, any Bondholder may proceed to
protect and enforce the rights of the Bondholders by an
appropriate action in any court of competent jurisdiction,
either for the specific performance of any covenant or
agreement or execution of any power, or for the enforcement of
any proper legal or equitable remedy as shall be deemed most
effectual to protect and enforce such rights.

Upon application by such Bondholder, such court may,
upon proof of such default, appoint a receiver for the affairs
of the District and the System. The receiver so0 appointed
shall administer the System on behalf of the District, shall
exercise all the rights and powers of the District with respect
to its System and shall have the power to c¢ollect and receive
all revenues and apply the same in such manner as the court may
direct.

Section 5.10. Fiscal Year; Budget. While any Bonds
are outstanding and unpaid and to the extent not prohibited by
law, the System shall be operated and maintained on a fiscal
year basis commencing on July 1 of each year and ending on the
following June 30, which period shall also- constitute the
budget year for the operation and maintenance of the System.
Not later than thirty (30) days prior to the beginning of each
Fiscal Year, the District agrees to adopt the annual budget for
the ensuing year, and no expenditures for operation and
maintenance expenses of the System in excess of the annual
budget shall be made during such Fiscal Year unless unanimously
authorized and directed by the Board. Copies of each annual
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budget shall be delivered to the Government by the beginning of
each Fiscal Year.

If for any reason the District shall not have adopted
the annual budget before the first day of any Fiscal Year, it
shall adopt a budget of current expenses from month to month
until the adoption of the annual budget; provided, however,
that no such monthly budget shall exceed the budget for the
corresponding month in the year next preceding by more than ten
percent (1l0%); and provided further, that adoption of a budget
of current expenses shall not constitute compliance with the
covenant to adopt an annual budget unless failure to adopt an
annual budget be for a reason beyond the control of the
District. Each such budget of current expenses shall be mailed
immediately as in the case of the annual budget.

Section 5.11. cCompensation of Board Members. The
District hereby covenants and agrees that no compensation for
policy direction shall be paid to the members of its Board in
excess of the amount permitted by the Act. Payment of any
compensation to any member of the Board for policy direction
shall not be made if such payment would cause the Net Revenues
to fall below the amount required to meet all payments provided
for herein, nor when there is default in the performance of or
compliance with any covenant or provision of this Resolution.

Section 5,12. Covenant to Proceed. The District
hereby covenants to proceced as promptly as possible with the
construction of the Project in accordance with the plans and
specifications prepared by the Consulting Engineer and on file
with the Secretary of the Board.

Section 5.13. Books and Records. The District will
keep books and records of the System, which shall be separate
and apart from all other books, records and accounts of the
District, in which complete and correct entries shall be made
of all transactions relating to the System, and any Holder of a
Bond or Bonds, his agents and representatives, shall have the
right at all reasonable times to inspect the System and all
records, accounts and data of the District relating thereto.

The District shall, at least once a year, cause said
books, records and accounts of the System to be properly
audited by an independent competent firm of certified public
accountants, shall mail a copy of such audit report to the
Government and the original purchaser of the Bonds, and shall
make available the report of said accountants at all reasonable
times to any Holder or Holders of the Bonds, or any customer
receiving services from the System, or anyone acting for and in
behalf of such Bondholder, Bondholders or customer,

Section 5.14. Maintenance of System. The District
covenants that it will continuously operate, in an economical
and efficient manner, and maintain the System as a

-23-



revenue-producing utility as herein provided so long as any of-
the Bonds are outstanding.

Section 5.15. No Competition. The District will not
permit competition with™ the BSystem within its boundaries or
within the territory served by it and will not grant or cause,
consent to, or allow the granting of any franchise, permit or
other authorization for any person, firm, corporation, public
or private body, agency or instrumentality whatsoever to
provide any of the services supplied by the System within the
boundaries of the District or within the territory served by
the System.

Section 5.16. Concerning Arbitrage. The District
specifically covenants that the proceeds of sale of the Series
1982 Bond will not be invested in such a way as to violate the
operating rules in the requlations of the Internal Revenue
Service or of the Treasury Department of the United States of
America in connection with the arbitrage provisions of Section
103(c) of the Internal Revenue Code of 1954, as amended. The
Fiscal Agent is hereby expressly instructed not to violate such
rules in investing such proceeds.

Section 5.17. Bonds Secured by Pledge of Net Revenues.
The payment of the debt service of the Bonds shall be secured
forthwith equally and ratably by a first lien on the Net
Revenues derived from the System, in addition to the statutory
mortgage lien on .the System hereinbefore provided. The Net
Revenues derived from the System, in an amount sufficient to
pPay the principal of and interest on the Bonds, and to make
other payments as hereinafter provided, are hereby irrevocably.
pledged to the payment of the principal of and interest on the
Bond as the same become due.

Section 5.18. Bonds Not To Be Indebtedness. Neither
the Bonds nor coupons appertaining thereto shall be or
constitute an indebtedness of the District within the meaning
of any constitutional, statutory or charter 1limitation of
indebtedness, but shall be payable solely from the Net Revenues
of the System and the proceeds of the Bonds, all as more
expressly herein provided. No Holder or Holders of any Bonds
issued hereunder, or of any coupon appertaining thereto, shall
ever have the right to compel the exercise of the taxing power,
if any, of the District to pay said Bonds or the interest
thereon.

4=



ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges;
Rules. () The initial schedule of rates and charges for the
services and facilities of the System, applicable in the entire
territory served, shall be as follows:

AVAILABILITY OF SERVICE

Available for general domestic, commercial, and
industrial service,

RATE

First 3,000 gallons used per month $ 6.50 per 1,000 gallons
Next 3,000 gallons used per month =~ ©€.30 per 1,000 gallons
Next 4,000 gallons used per month 6.10 per 1,000 gallons
Next 10,000 gallons used per month 5,90 per 1,000 gallons
Over 20,000 gallons used per month 5.70 per 1,000 gallons

MINIMUM CHARGE

No bill will be rendered for less than the following
amounts, according to the size of the meter installed, to-wit:

5/8 inch meter $ 19.50 per month
3/4 inch meter 29.25 per month
1- inch meter 48.75 per month
1-1/2 inch meter 97.50 per month
2 - inch meter 156.00 per month
3 - inch meter 292,00 per month
4 -~ inch meter 487.50 per month
6 - inch meter 975.00 per month

(minimum monthly bill $19.50 for 3,000 gallons)

DELAYED PAYMENT PENALTY

The above tariff is net. Any account not paid in full
within twenty (20) days of date of bill, ten percent (10%) will
be added to the amount due. This delayed payment penalty is
not interest and is only to be collected once for each bill
where it is appropriate.

CONNECTION CHARGE

Prior to award of construction contract - $50.
Subsequent to award of construction contract - there shall be a

charge for connection to the System of One Hundred and Fifty
Dollare ($150.00).
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RECONNECTION CHARGE

Ten Dollars ($10.00).

- (B) Except as otherwise required by governmental
regulation, there shall not be any discrimination or differen-
tial in rates between customers in similar circumstance.

{C) All delinquent fees, rates and charges for
services or facilities of the System shall be liens on the
premises served of equal degree, rank and priority with the
lien on such premises of state, county, school and municipal
taxes, as provided in the Act. When such fees, rates and
charges have been delinguent for thirty days, the District
shall have power forthwith to foreclose the 1lien on the
premises served in the same manner provided by the laws of the
State of West Virginia for the foreclosure of mortgages on real
property, subject to any limitations prescribed by the Act.

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

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

(F) No allowance or adjustment in any bill for use of
the service and facilities of the System shall be made for any
leakage occurring on the customer's side of any water meter.

(G) The District shall not be liable to any customer
for any damage resulting from bursting or breakage of any line,
main, pipe, valve, equipment or part or from discontinuance of
the operation of any part of the System or from failure of any
part thereof for any cause whatsoever.

(H) In case of emergency, the District shall have the
right to restrict the use of any part of the System in any
reasonable manner for the protection of the System and the
inhabitants of the bistrict.

(I) The fees, rates and charges above provided will
be increased whenever such increase is necessary in order to
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comply fully with all provisions of this Resolution, and the
District shall always be obligated to and shall fix, establish
and collect fees, rates and charges for the services and
facilities of the System which shall at all times be sufficient
to provide Net Revenues to meet its obligations hereunder, but

never less than 110% of the average annual debt service on all
Bonds outstanding.
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ARTICLE VII

MISCELLANEQUS

Section  7,01. Delivery of Bond No. R-1l. - The
Chairman, Secretary and Treasurer of the Board are hereby
authorized and directed to cause Bond No. R-l, representing all
the Series 1982 Bond issue, hereby awarded to the Government
pursuant to agreement, to be delivered to the Government as
soon as the Government will accept such delivery and pay for
Bond No. R-1l; provided, however, that the Government may,
-rather than pay the entire principal amount of the Series 1982
Bond to the District upon delivery of the Series 1982 Bond to
the Government, advance such amounts as may from time to time
be requested by the District and approved by the Government;
provided, further, however, that Bond No. R-l1 shall evidence
only the indebtedness recorded on the Record of Advances
incorporated therein and that interest shall accrue only on the
amount of each advance from the actual date thereof as listed
on said Record of Advances.

Section 7.02. Modification or Amendment. No material
modification or amendment of this Resclution, or of any
resolution amendatory hereof or supplemental hereto, may be
made without the «consent in writing of the Holders of
two-thirds (2/3) or more in principal amount of the Bonds then
outstanding; provided, however, that no modification or amend-
ment shall permit a change in the maturity of any of the Bonds
or a reduction in the rate of interest thereon, or in the
amount of the principal obligation, or affecting the uncondi-
tional promise of the District to pay the principal of and
interest on the Bonds as the same shall become due from the Net
Revenues of the System, without the consent of the Holders of
such Bonds. Notwithstanding the above,:- no amendment or
modification shall be made without the unanimous consent of the
Bondholders which would reduce the percentage of the principal
amount o©of Bonds required for consent to the above-permitted
amendments or modifications or the seventy-five (75) percentage
required for consent to a waiver or modification of the
limitation upon issuance of additional parity bonds contained
in Section 5.05(B).

Section 7.03. Defeasance. 1f the District shall pay
or cause to be paid, or there shall otherwise be paid, to the
holders of all Bonds and coupons the principal thereof, and
redemption premium, if applicable, and interest due or to
become due thereon, at the times and in the manner stipulated
therein and in this Resolution, then the pledge of any revenues
and other moneys and securities pledged under this Resolution
and all covenants, agreements and other obligations of the
bDistrict to the Bondholders shall thereupon cease, terminate
and become void and be discharged and satisfied.




Bonds or coupons 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, the principal of
and interest on such Bonds shall be deemed to have been paid
within the meaning and with the effect expressed in the first
paragraph of this section. All Bonds and all coupons apper-
taining to such Bonds shall prior to the maturity or prepayment
or redemption 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 irrevocably in
trust with the Bank 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 irrevocably in trust with the Bank at
the same time, shall be sufficient, to pay when due the
principal of and redemption premium, if applicable, and
interest due and to become due on said Bonds on and prior to
the redemption or prepayment date or maturity date thereof, as
the case may be, and, in the event said Bonds are not by their
terms subject to redemption or prepayment or are not to be
redeemed or prepaid within the next succeeding sixty (60) days,
the District shall have published, or shall have made arrang-
ments satisfactory to the Bank to publish, as soon as practi-
cable, a notice to the holders of such Bonds and coupons that
the deposit required above has been made with the Bank and that
said Bonds and coupons are deemed to have been paid in accord-
ance with this section and stating such maturity or redemption
or prepayment date upon which moneys are to be available for
the payment of the principal of, interest on, and redemption
premium, if applicable, on said Bonds. Neither securities nor
moneys deposited with the Bank 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 of and redemption
premium, if applicable, on and interest on said Bonds; pro-
vided, that any cash received from such principal or interest
payments on such securities deposited with the Bank, 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 of and redemption
premium, if applicable, on and interest to become due on said
Bonds on and prior to such redemption or prepayment date or
maturity date thereof, as the case may be, and interest earned
from such reinvestments shall be paid over to the District, as
received by the Bank, free and clear of any trust, lien or
pledge. For the purpose of this section, securities shall mean
and include only Government Obligations.

Section 7.04. 8Severability of Invalid Provision. If
any one or more of the covenants, agreements or provisions of
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this Resolution should be held contrary to any express pro-
vision of law or contrary to the policy of express law,
although not expressly prohibited, or against public policy, or
shall for any reason whatsoever be held invalid, then such
covenants, agreements or. provisions shall be null and void and
shall be deemed separable from the remaining covenants, agree-
ments or provisions, and shall in no way affect the validity of
all the other provisions of this Resolution or the Bonds or
coupons appertaining thereto.

Section 7.05. Conflicting Provisions Repealed. All
resolutions and orders, or parts thereof, in conflict with the
provisions of this Resolution, are, to the extent of such
conflicts, hereby repealed; provided, however, any loan
resolution, or part thereof, adopted by the District on Form
FmHA 442-47 shall rnot be repealed hereby.

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

Section 7.07. Effective Date. This Resolution shall
take effect immediately upon its adoption.

Adopted September 24, 1982.

Ciiipmqn of Pub}ic Service Board
e ,
s [
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EXHIBIT A

The Project consists of approximately ten and one-half
(10-1/2) miles of water distribution 1line, two 5,000-gallon
storage tanks, one pressure reducer, one 30-gallon per minute
booster station and one 80-gallon per minute treatment plant.
Raw water will be taken from the Elk River into the plant,
where it will be treated, filtered and pumped into the System.
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USDA UNITED STATES DEPARTMENT OF AGRICULTURE

s RURAL DEVELOPMENT

75 High Strest Federal Buflding, Sulte 320, Morgerntown, WV 26505-7500
304.284.4850 + 1.800.265.8228 - fax 304.284.4893 - TTY/TDD 304.284.4836

CLAY ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS,
SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUNDS) AND
SERIES 2004 B (UNITED STATE DEPARTMENT OF AGRICULTURE)

CONSENT TO ISSUANCE OF PARITY BONDS

The undersigned duly authorized representative of the United States of America,
acting through the United States Department of Agriculture, Rural Development, the
registered owner of the Prior Bonds, hereinafter defined and described, hereby (i)
consents to the issuance of the Water Revenue Bonds, Series 2004 A (West Virginia
Infrastructure Fund), in the original aggregate principal amount of $1,000,000, and
Water Revenue Bonds, Series 2004 B (United States Department of Agriculture), in the
original aggregate principal amount of $360,000 (collectively, the “Series 2004
Bonds™), by Clay Roane Public Service District (the “Issuer™), under the terms of the
resolutions authorizing the Series 2004 Bonds (collectively, the “Resolution™), on a
parity as to liens, pledge and source of and security for payment with the Issuer’s Water
Revenue Bond, Series 1990, and Water Revenue Bond (Varneytown Project), Series
1997, and Water Revenue Bond, Serics 1982, issued by the Procious Public¢ Service
District and assumed by the Issuer in connection with its acquisition of Procious Public
Service Disirict (collectively, the “Prior Bonds™); (ii) waives any requirements imposed
by the Prior Bonds or the resolutions authorizing the Prior Bonds (the “Prior
Resolutions™), regarding the issuance of parity bonds which are not met by the Series
2004 Bonds or the Resolution; and (iii) consents to any amendments made to the Prior
Resolutions by the Resolution.

WITNESS my signature on this 12" day of November, 2004.
UNITED STATES OF AMERICA,

UNITED STATES DEPARTMENT OF
AGRICULTURE, RURAL DEVELOPMENT

Htip:/fiwww.rurdev.usda.goviwyv

% USDA Rural Development Is an Equal Opporiunity Lender, Provider and Employer
. Complaints of discrimination should be sent to: USDA Director, Office of Civil Rights, Washington, D.C. 20250-8410

Bural et COMMITTED TO THE FUTURE OF RURAL COMMUNITIES




CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS,
SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUND) AND
SERIES 2004 B (UNITED STATES DEPARTMENT OF AGRICULTURE)

GENERAL CERTIFICATE ON:

TERMS
NO LITIGATION
GOVERNMENTAL APPROVALS AND BIDDING
NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES AND DELIVERY
PUBLIC SERVICE COMMISSION ORDER
RATES
INCUMBENCY AND OFFICIAL NAME
LAND AND RIGHTS-OF-WAY
10. MEETINGS
11, INSURANCE
12 LOAN AGREEMENT
13.  SPECIMEN BOND
14. BOND PROCEEDS
15. CONFLICTS OF INTEREST
16.  VERIFICATION OF SCHEDULE
17.  PROCUREMENT OF ENGINEERING SERVICES

LN

18. USERS
19.  WETLANDS COVENANT
20. GRANTS

21.  COUNTERPARTS

We, the undersigned CHAIRPERSON and the undersigned SECRETARY of the
Public Service Board of Clay-Roane Public Service District (the “Issuer”) and the undersigned
ATTORNEY for the Issuer, hereby certify in connection with the Clay-Roane Public Service
District Water Revenue Bonds, Series 2004 A (West Virginia Infrastructure Fund) and Series 2004 B
{(United States Department of Agriculture), dated the date hereof (collectively, the “Series 2004
Bonds” or the “Bonds” or individually, the “Series 2004 A Bonds™ and the “Series 2004 B Bonds™),
as follows:

1. TERMS: All capitalized words and terms used in this General Certificate and
not otherwise defined herein shall have the same meaning set forth in the Bond Resolution duly
adopted by the Issuer on October 14, 2004, the Supplemental Resolution duly adopted by the Issuer
on October 14, 2004 (collectively, the “Resolution’), the loan agreement for the Series 2004 A
Bonds by and between the Issuer and the Authority, on behalf of the West Virginia Infrastructure and
Jobs Development Council (the “Council”), dated November 12, 2004 ( the “Loan Agreement’), and
the Letter of Conditions for the Series 2004 B Bonds from the United States of America, United
States Department of Agriculture, Rural Utilities Service (the “Government”), to the Issuer, dated



February 7, 1997, as amended by Amendment No. 1 to Letter of Conditions, dated August 18, 1997,
and Amendment No. 2 to Letter of Conditions, dated August 5, 2004 (collectively, the “Letter of
Conditions™).

2. NOLITIGATION: No controversy or litigation of any nature is now pending
or, to the knowledge of any of the undersigned, threatened, restraining, enjoining or affecting in any
manner the authorization, issuance, sale and delivery of the Bonds, the acquisition and construction
of the Project, the operation of the System, the collection or use of the revenues of the System, or
the pledge and security of the Net Revenues for the Bonds; nor affecting the validity of the Bonds or
any provisions made or authorized for the payment thereof; nor questioning the existence of the
Issuer or the title of the members or officers of the Issuer or the Board thereof to their respective
offices; nor questioning any proceedings of the Issuer taken with respect to the authorization,
issnance, sale or delivery of the Bonds, the acquisition and construction of the Project, the operation
of the System, the collection or use of the revenues of the System, or the pledge and security of the
Net Revenues for the Bonds.

3. GOVERNMENTAL APPROVALS AND BIDDING: All applicable
approvals, permits, exemptions, consents, authorizations, registrations, licenses, orders and
certificates required by law for the creation and existence of the Issuer, the acquisition and
construction of the Project, the operation of the System, the imposition of rates and charges and the
issuance of the Bonds have been duly and timely obtained and remain in full force and effect.
Competitive bids for the acquisition and construction of the Project have been solicited by the Issuer
in accordance with Chapter 5, Article 22, Section 1 of the Code of West Virginia, 1931, as amended,
which bids remain in full force and effect.

4. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There has been
no adverse change in the financial condition of the Issuer since the approval, execution and delivery
of the Loan Agreement and the approval of the Letter of Conditions. The Issuer has met all
conditions set forth in the Loan Agreement and the Letter of Conditions and will provide the
financial, institutional, legal and managerial capabilities necessary to complete and operate the
Project.

There are outstanding obligations of the Issuer which will rank on a parity with the
Series 2004 Bonds as to liens, pledge, source of and security for payment, being (1) the Water
Revenue Bond, Series 1990 of the Issuer, dated November 5, 1990 (the “1990 Bond™), issued in the
original principal amount 0of $450,000, (2) the Water Revenue Bond (Varneytown Project), Series 1997
of the Issuer, dated April 4, 1997 (the “1997 Bond™), issued in the original principal amount of
$40,000, and (3) the Water Revenue Bond, Series 1982 of the Procious Public Service District, dated
September 24, 1982 (the “1982 Bond™) issued in the original principal amount of $192,000 and
heretofore assumed by the Issuer in connection with its acquisition of Procious Public Service District
(collectively, the “Prior Bonds™).

The Series 2004 Bonds shall be issued on a parity with the Prior Bonds with respect
to liens, pledge and source of and security for payment and in all other respects. The Issuer has
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obtained (i) the certificate of an Independent Certified Public Accountant stating that the coverage
and parity tests of the Prior Bonds are met; and (ii) the written consent of the Registered Owners of
the Prior Bonds to the issuance of the Series 2004 Bonds on a parity with the Prior Bonds.
Following the refunding of the Series 2001 A Bond and other than the Prior Bonds, there are no
other outstanding bonds or obligations of the Issuer which are secured by revenues or assets of the
System.

5. SIGNATURES AND DELIVERY: The undersigned Chairperson and
Secretary are the duly elected or appointed, qualified and acting officers of the Issuer as indicated by
the official titles opposite their signatures below, and are duly authorized to execute and seal the
Bonds for the Issuer. The seal impressed upon the Bonds and this Certificate is the duly authorized,
proper and only seal of the Issuer. On the date hereof, the undersigned Chairperson did officially
sign all of the Bonds, consisting upon original issuance of a single Bond for each series, dated the
date hereof, by his or her manual signature; the undersigned Secretary did officially cause the seal of
the Issuer to be affixed upon the Bonds and to be attested by his or her manual signature; the
Registrar did officially authenticate and deliver the Series 2004 A Bonds to a representative of the
Authority as the original purchaser of such Bonds under the Loan Agreement; and the Chairperson
did deliver the Series 2004 B Bonds to a representative of the Government as the original purchaser
of such Bonds.

6. PUBLIC SERVICE COMMISSION ORDER: The Issuer has received the
orders of the Public Service Commission of West Virginia (the “PSC”) entered on March 13, 2002,
and October 13, 2004, in Case No. 00-1303-PWD-CN, granting to the Issuer a certificate of public
convenience and necessity for the Project and approving the financing for the Project. The time for
appeal of the PSC order entered March 13, 2002, has expired prior to the date hereof without any
appeal having been filed. The time for appeal of the PSC order entered October 13, 2004, has not
expired on the date hereof. However, the parties to such order have stated that they do not intend to
appeal such order. The Issuer hereby certifies that it will not appeal such order. All such orders
remain in full force and effect.

The Issuer has duly published the required notice with respect to, among other things,
the amount of the Bonds to be issued, the interest rate and terms of the Bonds, the Project to be
acquired or constructed, the cost of the Project, the anticipated user rates and charges and the date
that a formal application for a certificate of public convenience and necessity is to be filed with the
PSC in accordance with Chapter 16, Article 13A, Section 25 ofthe Code of West Virginia, 1931, as
amended.

7. RATES: Therates for the System, as approved by the PSC on September 26,
2002, in Case No. 02-0038-PWD-19A, are in full force and effect.

8. INCUMBENCY AND OFFICIAL NAME: The proper corporate title of the
Issuer is “Clay-Roane Public Service District,” and it is a public service district organized and
existing under the laws of, and a public corporation and political subdivision of, the State of West
Virginia in Clay and Roane Counties of said State. The governing body of the Issuer is its Board,

3




consisting of five members, whose names and dates of commencement and termination of their
current terms are as follows:

Date of Date of

Commencement Termination
Name of Office of Office
Melissa Postelwait October 1, 2003 October 1, 2009
Gary Whaling June 26, 2001 June 30, 2007
Glen Sutton May 20, 2002 October 1, 2005
David Saulsgiver QOctober 1, 2003 October 1, 2009
Susan Beard April 15, 2004 March 31, 2010

The duly elected or appointed officers of the Board for 2004 are as follows:

Melissa Postelwait - Chairperson
Crystal McKinney - Secretary/Treasurer

The duly appointed and acting attorney for the Issuer is Thomas N. Whittier, Esquire,
of Spencer, West Virginia.

9. LAND AND RIGHTS-OF-WAY: Allland in fee simple and all rights-of-way
and easements necessary for the acquisition and construction of the Project and the operation and
maintenance of the System have been acquired or can and will be acquired by purchase or, if
necessary, by condemnation by the Issuer and are adequate for such purposes and are not or will not
be subject to any liens, encumbrances, reservations or exceptions that would adversely affect or
interfere in any way with the use thereof for such purposes. The costs thereof, including costs of any
properties that 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.

10. MEETINGS: All actions, resolutions, orders and agreements taken, adopted
and entered into by or on behalf of the Issuer in any way connected with the issuance of the Bonds
and the acquisition, construction, operation and financing of the Project or the System were
authorized or adopted at meetings of the Board duly and regularly or specifically called and held
pursuant to all applicable statutes and the rules of procedure of the Board, and a quorum of duly
appointed, qualified and acting members of the Board was present and acting at all times during all
such meetings. All notices required to be posted and/or published were so posted and/or published.

11. INSURANCE: The Issuer will maintain or, as appropriate, will require all
contractors to maintain worker’s compensation, public liability insurance, and property damage
insurance, standard hazard insurance, builder’s risk insurance, flood insurance and business
interruption insurance, where applicable, in accordance with the Resolution, the Loan Agreement
and the Letter of Conditions. All insurance for the System required by the Resolution, the Loan
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Agreement and the Letter of Conditions are in full force and effect.

12. 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 statements 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 therein not misleading; and (iv) the Issuer is in compliance with the
Loan Agreement.

13. SPECIMEN BOND: Attached hereto as Exhibit A are specimens of the
Bonds which, except as to execution and authentication, are identical in all respects with the Bonds
this day delivered to the Authority and the Government and being substantially in the form
prescribed in the Resolution.

14, BOND PROCEEDS: On the date hereof, the Issuer received (a) $331,602
from the Authority and the Council, being a portion of the principal amount of the Series 2004 A
Bonds and (b) $274,123 from the Government, being a portion of the principal amount of the Series
2004 B Bonds. The balance of the respective principal amounts of the Bonds will be advanced to the
Issuer from time to time as acquisition and construction of the Project progresses.

15.  CONFLICTS OF INTEREST: No member, officer or employee of the Issuer
has a substential financial interest, direct, indirect or by reason of ownership of stock in any
corporation, in any contract with the Issuer or the sale of any land, materials, supplies or services to
the Issuer, or to any contractor supplying the Issuer, relating to the Bonds, the Resolution 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.

16,  VERIFICATION OF SCHEDULE: The final amended Schedule B attached to
the Certificate of Consulting Engineer, with the signature of the Chairperson and the Consulting
Engineer, accurately represents the estimated costs of the Project, the sources of funds available to
pay the costs of the Project and the costs of financing of the Bonds.

17. PROCUREMENT OF ENGINEERING SERVICES: The Issuer has
complied with all the requirements of Chapter 5G, Article 1 of the Code of West Virginia, 1931, as
amended, in the procurement of the engineering services of the Censulting Engineer.

18.  USERS: The Issuer will serve at least 240 bona fide users upon the
completion of the Project, in full compliance with the Letter of Conditions,

19. WETLANDS COVENANT: The Issuer hereby certifies that it will not use any
5




proceeds of the Bonds for a purpose that will contribute to excessive erosion of highly erodible lands
or to the conversion of wetlands to produce an agricultural commodity.

20.  GRANTS: As of the date hereof, the grant from the Government in the
amount of $1,210,550, the grant from the Appalachian Regional Commission in the amount of
$500,000, and the grant from the Council in the amount of $2,415,000 are committed for the Project
and in full force and effect.

21.  COUNTERPARTS: This Certificate may be executed in counterparts
and all counterparts shall be deemed to be the Certificate.




WITNESS our signatures and the official corporate seal of Clay-Roane Public Service

District on this 12% day of November, 2004.

[SEAL]

Signature

XL
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Official Title

Chairperson

Secretary

Attorney



EXHIBIT A

See Specimen Bonds (Tab Nos. 16 and 17).




CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

CERTIFICATE AS TO USE OF PROCEEDS

The undersigned Chairperson of the Public Service Board of the Clay-Roane Public
Service District in Clay and Roane Counties, West Virginia (the “Issuer”), being one of the officials
of the Issuer duly charged with the responsibility for the issuance of the $1,000,000 Water Revenue
Bond, Series 2004 A (West Virginia Infrastructure Fund}, of the Issuer, dated November 12, 2004
(the “Bond™), hereby certifies as follows:

1. I am one of the officers of the Issuer duly charged with the responsibility of
issuing the Bond. Iam 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 meanings set forth in the Bond
Resolution duly adopted by the Issuer on October 14, 2004 (the “Bond Resolution™), authorizing the
Bond.

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

3. This certificate is based upon facts, circumstances, estimates and expectations
of the Issuer in existence on November 12, 2004, the date on which the Bond is being physically
delivered in exchange for a portion of the principal amount of the Bond, and to the best of my
knowledge and belief, the expectations of the Issuer set forth herein are reasonable.

4. In the Bond Resolution pursuant to which the Bond is issued, the Issuer has
covenanted that it shall not take, or permit or suffer to be taken, any action with respect to Issuer’s
use of the proceeds of the Bond which would cause any bonds, the interest on which is exempt from
federal income taxation under Section 103(2) of the Internal Revenue Code of 1986, as amended, and
the temporary and permanent regulations promulgated thereunder or under any predecessor thereto
(collectively, the “Code”), issued by the West Virginia Water Development Authority (the
“Authority’’) or the West Virginia Infrastructure and Jobs Development Council (the “Council”), as
the case may be, from which the proceeds of the Bond are derived, to lose their status as tax-exempt
bonds. The Issuer hereby covenants to take all actions necessary to comply with such covenant.

5. The Bond was sold on November 12, 2004, to the Authority, pursuant to a
Loan Agreement dated November 12, 2004, by and between the Issuer and the Authority, on behalf
of the Council, for an aggregate purchase price of $1,000,000 (100% of par), at which time, the
Issuer received $331,601.99 from the Authority and the Council, being a portion of the principal
amount of the Bond. No accrued interest has been or will be paid on the Bond.




On the date hereof, the Issuer simultaneously issued its Water Revenue Bond, Series
2004 B (United States Department of Agriculture), in the original principal amount of $360,000 (the
“Series 2004 B Bond™), to pay a portion of the costs of acquisition, construction and equipping of the
Project and certain costs of issuance thereof,,

6. The Bond is being delivered simultaneously with the delivery of this
certificate and is issued for the purposes of (i) paying in full the entire outstanding principal of and
any interest and administrative fees on the Issuer’s Water Revenue Bond, Series 2001 A (West
Virginia Infrastructure Fund) (the “Series 2001 A Bond”); (ii) paying a portion of the costs of
acquisition, construction and equipping the Project; and (iii) paying certain costs of issuance of the
Bond and related costs.

7. The Issuer shall, on the date hereof or immediately hereafter, enter info
agreements which require the Issuer to expend at least 5% of the net sale proceeds of the Bond for
the construction of the Project, constituting a substantial binding commitment, or has already done
so. The construction of the Project and the allocation of the net sale proceeds of the Bond to
expenditures for costs of the Project shall commence immediately and shall proceed with due
diligence to completion, and all of the proceeds from the sale of the Bond, together with any
investment earnings thereon, will be expended for payment of costs of the Project on or before
November 5, 2005. The acquisition of the Project is expected to be completed by October 7, 2005.

8. The total cost of the Project is estimated at $5,485,550. Sources and uses of
funds for the Project are as follows:

SOURCES
Series 2004 A Bond Proceeds $1,000,000
Series 2004 B Bond Proceeds 360,000
IIDC Grant 2,415,000
RUS Grant 1,210,550
ARC Grant 500,000
Total Sources $5,485.550
USES
Costs of Project $5,172,050
Payoff Series 2001 A Bond 295,000
Costs of Issuance 18.500
Total Uses $5,485,550

9.  Pursuantto Article IV of the Bond Resolution, the following special funds
have been created or continued:

(1) Revenue Fund;

(2) Series 2004 A Bond Sinking Fund;
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(3) Series 2004 B Bond Sinking Fund;

(4) Series 2004 A Bonds Reserve Account;

(5) Series 2004 B Bonds Reserve Account;

(6) Depreciation Fund; and

(7)  Series 2004 Bonds Construction Trust Fund.

10. Pursuant to Article VI of the Bond Resolution, proceeds of the Bond will
be used to pay the entire outstanding principal of and any interest and administrative fees on the
Series 2001 A Bond and the remaining proceeds of the Bond will be deposited in the Series 2004
Bonds Construction Trust Fund and applied solely to payment of costs of the Project, including costs
of issuance of the Bond and related costs, and for no other purpose.

Prior to expenditure, the proceeds of the Bond in the Series 2004 Bonds Construction
Trust Fund will be invested at a yield not to exceed the yield on the Council’s bonds, the proceeds of
which were used to make the loan to the Issuer.

11. Moneys held in the Series 2004 A Bond Sinking Fund will be used solely
to pay principal of and interest, if any, on the Bond and will not be available to meet costs of
construction of the Project.

12. The construction of the Project will proceed with due diligence to
completion. The construction of the Project is expected to be completed within 11 months of the
date hereof.

13.  The Issuer will take such steps as requested by the Authority to ensure that
the Authority’s bonds meet the requirements of the Code.

14. The Issuer does not expect to sell or otherwise dispose of the Project in
whole or in part prior to the last maturity date of the Bond.

15. The amount designated as costs of issuance of the Bond consists only of
costs which are directly related to and necessary for the issuance of the Bond.

16. All property financed with the proceeds of the Bond will be owned and
held by (or on behalf of) a qualified governmental unit.

17. No proceeds of the Bond will be used, directly or indirectly, in any trade or
business carried on by any person who is not a governmental unit.



18.  The original proceeds of the Bond will not exceed the amount necessary
for the purposes of the issue. The Issuer covenants that it shall maintain thorough and accurate
accounting records, in conformance with generally accepted accounting principles, relative to the
proceeds of the Bond so that use of proceeds from the Bond can be accounted for.

19.  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.

20. The Bond is not federally guaranteed.

21. TheIssuerhas retained the right to amend the Bond Resolution authorizing
the issuance of the Bond if such amendment is necessary to assure that the Bond remains
governmental or public purpose bonds.

22.  Except for the Series 2004 B Bonds, there are no other obligations of the
Issuer which (a) are to be issued at substantially the same time as the Bond, (b) are to be sold
pursuant to a common plan of financing together with the Bond and (c) will be paid out of
substantially the same sources of funds of funds or will have substantially the same claim to be paid
out of substantially the same sources of funds as the Bond.

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

24, The Issuer will comply with instructions as may be provided by the
Authority, at any time, regarding use and investment of proceeds of the Bond, rebates and rebate
calculations,

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

WITNESS my signature as of this 12 day of November, 2004.

CLAY-ROANE PUBLIC SERVICE DISTRICT

Bﬁ%&i@&&h@u&
airperson




CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS,
SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUND) AND
SERIES 2004 B (UNITED STATES DEPARTMENT OF AGRICULTURE)

CERTIFICATE OF SECRETARY/TREASURER AS TO TRUTH
AND ACCURACY OF DOCUMENTS DELIVERED

I, Crystal McKinney, the duly appointed Secretary/Treasurer of the Clay-Roane Public
Service District, West Virginia, hereby certify that the copies of the following documents being
delivered in connection with the closing of the sale of the Clay-Roane Public Service District, Water
Revenue Bonds, Series 2004 A (West Virginia Infrastructure Fund) and Series 2004 B (United
States Department of Agriculture), are, as of the date hereof, true and accurate copies of the
originals of those documents maintained on file with the District and delivered in the transcript of
proceedings, and that said documents are still in full force and effect as of the date hereof and have
not been repealed, rescinded, superseded, amended or modified in any way unless the document
effecting such repeal, rescission, supersedence, amendment or modification is also listed below:

1.

10.

11,

12,

13.

Orders of The County Commissions of Clay and Roane Counties Creating and
Enlarging Clay-Roane Public Service District.

Orders of The County Commissions of Clay and Roane Counties Appointing
Members of the Public Service Board.

QOaths of Office of the Board Members.

Rules of Procedure.

Minutes of Current Year Organizational Meeting.
Public Service Commission Order.

Infrastructure Council Approval Letter.
Infrastructure Council Loan Agreement.

USDA Letter of Conditions, as amended.

USDA Closing Letter.

Bond Resolution.

Supplemental Resolution.

Minutes of Board Meeting regarding Adoption of Bond Resolution and
Supplemental Resolution.




14.

15.

16.

17.

18.

19.

20.

21,

22.

23.

24,

Affidavits of Publication regarding Notice of Borrowing and Notice to Residents
of Meeting to Adopt Bond Resolution and Supplemental Resolution.

1990 Bond Resolution.

1997 Bond Resolution.

1982 Procious PSD Bond Resolution.

USDA Consent to Issnance of Parity Bonds.
Environmental Health Services Permit

Evidence of Insurance

Infrastructure Council Grant Agreement.

USDA Grant Agreement.

Appalachian Regional Commission Grant Letter.

Water Purchase Contract with Town of Clay.

WITNESS my signature and the official seal of the Clay-Roane Public Service District,
West Virginia as of the 12 day of November, 2004.

(SEAL)




CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS,
SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUND) AND
SERIES 2004 B (UNITED STATES DEPARTMENT OF AGRICULTURE)

CERTIFICATE OF CONSULTING ENGINEER

L, James B. Hildreth, Registered Professional Engineer, West Virginia License No.
7719, of Boyles and Hildreth, Spencer, West Virginia, hereby certify as follows:

1. My firm is engineer for the acquisition and construction of certain
improvements and extensions (the “Project”) to the existing public water facilities (the “System™) of
Clay-Roane Public Service District (the “Issuer”), to be constructed in Clay and Roane Counties,
West Virginia, which acquisition and construction are being permanently financed in part by the
above-captioned bonds (collectively, the “Bonds” or individually, the "Series 2004 A Bonds" and the
"Series 2004 B Bonds") of the Issuer. All capitalized words used herein and not defined herein shall
have the same meaning set forth in the Bond Resolution adopted by the Issuer on October 14, 2004
(the “Resolution”), the loan agreement for the Series 2004 A Bonds by and between the Issuer and
the Authority, on behalf of the West Virginia Infrastructure and Jobs Development Council (the
"Council"), dated November 12, 2004 (the “Loan Agreement”), and the letter of conditions from the
United States of America, United States Department of Agriculture, Rural Utilities Service (the
“Government”), to the Issuer, dated February 7, 1997, as amended by Amendment No. 1 to Letter of
Conditions dated August 18, 1997, and by Amendment No. 2 to Letter of Conditions dated August 5,
2004 (collectively, the “Letter of Conditions™).

2. The Bonds are being issued for the purposes of (i) paying in full the entire
outstanding principal of and any interest and administrative fees on the Issuer’s Water Revenue
Bond, Series 2001 A (West Virginia Infrastructure Fund) (the “Series 2001 A Bond”); (ii) paying a
portion of the costs of acquisition, construction and equipping the Project; and (iii) paying certain
costs of issuance of the Bond and related costs.

3. To the best of my knowledge, information and belief (i) within the limits and
in accordance with the applicable and governing contractual requirements relating to the Project, the
Project will be constructed in general accordance with the approved plans, specifications and designs
prepared by my firm and approved by the West Virginia Bureau for Public Health (the “BPH”) and
any change orders approved by the Issuer, the Council, the Government and all necessary
governmental bodies; (ii) the Project, as designed, is adequate for its intended purpose and has a
useful life of at least 40 years, if properly operated and maintained, excepiing anticipated
replacements due to normal wear and tear; (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 set forth in the Schedule B attached hereto as Exhibit A, and in reliance upon the opinion
of Issuer’s counsel, Thomas N. Whittier, Esquire, of even date herewith, all successful bidders have
made required provisions for all insurance and payment and performance bonds and such insurance
policies or binders and such bonds have been verified for accuracy; (iv) the successful bidders
received any and all addenda to the original bid documents; (v) the bid documents relating to the
Project reflect the Project as approved by the BPH and the bid forms provided to the bidders contain




all critical operational components of the Project; (vi) the successful bids include prices for every
item on such bid forms; (vii) the uniform bid procedures were followed; (viii) the Issuer has obtained
all permits required by the laws of the State of West Virginia and the United States necessary for the
acquisition and construction of the Project and operation of the System; (ix) in-relianee-upen-the
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onds, together with all other moneys on deposit or t
be simultaneously deposited and irrevocably pledged thereto and the proceeds of grants, if any,
irrevocably committed therefor, are sufficient to pay the costs of acquisition and construction of the
Project approved by the Council and the Government; and (xi) attached hereto as Exhibit A is the
final amended "Schedule B - Final Total Cost of Project, Sources of Funds and Cost of Financing"
for the Project.

WITNESS my signature and seal as of the 12® day of November, 2004.

[SEAL]

ames B. Hildreth, P.E.
West Virginia License No. 7719
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Smith, Cochran & Hicks, P.L.L.C.

Certified Public Accountants Beckley Bridgeport Charleston  Montgomery
405 Capito! Strest @ Suite 908 @ Charleston, West Virginia 25301 @ 304-345-1151 @ Fax 304-346-6731

November 12, 2004

CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS,
SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUND) AND
SERIES 2004 B (UNITED STATES DEPARTMENT OF AGRICULTURE)

Clay-Roane Public Service District
Procious, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Infrastructure and Jobs Development Council
Charleston, West Virginia

United States Department of Agriculture, Rural Utilities Service
Parkersburg, West Virginia

Ladies and Gentlemen:

I have reviewed the water rates of Clay-Roane Public Service District (the “Issuer”), as approved by the
order of the Public Service Commission of West Virginia, entered September 26, 2002, in Case No. 02-
0038-PWD-19A, and the projected operating expenses and anuc:pated customer usage provided by James
B. Hildreth, the consulting engineer of the Issuer. It is my opinion that such rates are sufficient (i) to
provide for all operating expenses of the water facilities of the Issuer 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 Issuer’s Water Revenue Bond, Series 1990, Water Revenue Bond (Varneytown Project),
Series 1997, and Water Revenue Bond, Series 1982, of the Procious Public Service District, heretofore
assumed by the Issuer (collectively, the “Prior Bonds™), Water Revenue Bonds, Series 2004 A (West
Virginia Infrastructure Fund) and Water Revenue Bonds, Series 2004 B (United States Department of
Agriculture) (collectively, the “Series 2004 Bonds™).

It is further my opinion that the Net Revenues for the fiscal year following the year in which the Series
2004 Bonds are to be issued will be at least 120% of the average annual debt service requirements on the
Prior Bonds and the Series 2004 Bonds.

Do

Todd F. Dingess, CPA




$1,000,000
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

CROSS-RECEIPT FOR BOND AND BOND PROCEEDS

The undersigned authorized representative of the West Virginia Water Development
Authority (the “Authority”), for and on behalf of the West Virginia Infrastructure and Jobs
Development Council (the “Council”), and the undersigned Chairperson of Clay-Roane Public
Service District (the “Issuer”), for and on behalf of the Issuer, hereby certifies as follows:

1. On the 12 day of November, 2004, at Charleston, West Virginia, the Authority
received for the Council, the Clay-Roane Public Service District Water Revenue Bond, Series
2004 A (West Virginia Infrastructure Fund), numbered AR-1, in the principal amount of
$1,000,000, dated as of the date hereof, issued as a single, fully registered Bond (the “Bond™).

2. At the time of such receipt of the Bond, the Bond had been executed by the
Chairperson and the Secretary/Treasurer of the Issuer, by their manual signatures, on behalf of the
Issuer, and the official seal of the Issuer had been imprinted upon the Bond.

3. The Issuer received and hereby acknowledges receipt from the Authority, as the
original purchaser of the Bond, of $331,602 being a portion of the principal amount of the Bond.
The balance of the principal amount of the Bond will be advanced by the Authority and the Council
to the Issuer as acquisition and construction of the Project progresses.

WITNESS our signatures as of the 12% day of November, 2004.

WEST VIRGINIA WATER DEVELOPMENT AUTHORITY

By: _fahlane. 73 70 gl -

Authorized Representative

CLAY-ROANE PUBLIC SERVICE DISTRICT

“ ‘ B
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$360,000
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

CROSS-RECEIPT FOR BOND AND BOND PROCEEDS

The undersigned, for the United States Department of Agriculture, Rural Utilities Service
(“RUS™), and the undersigned Chairperson of Clay-Roane Public Service District (the “Issuer”),
hereby certify as follows:

1.  On the 12" day of November, 2004, at Clay, West Virginia, the undersigned
received for RUS, the Clay-Roane Public Service District Water Revenue Bond, Series 2004 B
(United States Department of Agriculture), numbered BR-~1, in the amount of $360,000, dated as
of the date hereof, bearing interest at the rate of 4.50% per annum, payable in monthly installments
as stated in the Bond. The Bond represents the entire above-captioned Bond issue.

2, At the time of such receipt of the Bond, the Bond had been executed by Melissa
Postelwait as Chairperson and Crystal McKinney as Secretary/Treasurer of the Issuer, by their
manual signatures, on behalf of the Issuer, and the official seal of the Issuer had been imprinted
upon the Bond.

3. The Issuer received and acknowledged receipt from RUS, as the original purchaser
of the Bond, of $274,123, being a portion of the proceeds of the Bond. The balance of the Bond
proceeds will be advanced from time to time to pay costs of the Project as described in the Letter of
Conditions.

4, At the time of such receipt, the Bond had been executed and sealed by the
designated officials of the Public Service District.

WITNESS our signatures as of the 12 day of November, 2004.

UNITED STATES DEPARTMENT OF AGRICULTURE,
Rural Utilities Service

R Development Speclahst

CLAY-ROANE PUBLIC SERVICE DISTRICT

Bs%&w
irperson




$1,000,000
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

REQUEST AND AUTHORIZATION TO AUTHENTICATE
AND DELIVER THE SERIES 2004 A BOND

November 12, 2004

Clay County Bank, Inc., as Registrar
P.0. Box 239
Clay, WV 25043

Ladies and Gentlemen:

We herewith hand to you, duly executed, the $1,000,000 Clay-Roane Public Service District
Water Revenue Bond, Series 2004 A (West Virginia Infrastructure Fund) (the "Bond"), in the form
of one bond, numbered AR-1, dated November 12, 2004, of the Clay-Roane Public Service District
(the "District"), authorized to be issued under and pursuant to the Bond Resolution and the
Supplemental Resolution, duly adopted the Public Service Board of the District on October 14,
2004. '

You are hereby requested and authorized to authenticate and register the Bond and to deliver
the Bond on behalf of the District to the West Virginia Water Development Authority, for the
benefit of the West Virginia Infrastructure and Jobs Development Council, the original purchaser

thereof, upon receipt by the District of $331,602, being a portion of the principal amount of the
Bond.

CLAY-ROANE PUBLIC SERVICE DISTRICT

By=%&g%&&_~£@¥

(SEAL)

?’B}wg@/ Mediin

Secrc {Treasurer




$1,000,000
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

REGISTRAR'S AGREEMENT

THIS REGISTRAR'S AGREEMENT, dated as of the 12" day of November, 2004,
by and between CLAY-ROANE PUBLIC SERVICE DISTRICT, a public service district and
political subdivision of the State of West Virginia (the "Issuer"), and the CLAY COUNTY BANK,
INC., a state banking corporation, having its principal office in Clay, West Virginia (the
"Registrar”).

WHEREAS, the Issuer has, contemporaneously with the execution hereof, issued
and sold its $1,000,000 aggregate principal amount of Water Revenue Bond, Series 2004 A (West
Virginia Infrastructure Fund) (the "Bond™), in fully registered form, pursuant to a Bond Resolution
and a Supplemental Resolution adopted by the Issuer on October 14, 2004 (the "Resolution™);

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 Resolution, a copy of
which is aftached as Exhibit A hereto and incorporated herein by reference;

WHEREAS, the Resolution provides for the appointment by the Issuer of a
Registrar for the Bond; and

WHEREAS, the Issuer desires to appoint, and by the Resolution and this Registrar's
Agreement does appoint, the Registrar to act as Registrar under the Resolution 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 the Registrar, all as set forth in the Resolution, such duties including, among other things,
the duties to authenticate, register and deliver the Bond upon original issuance and when properly
presented for exchange or transfer, and shall do so with the intention of maintaining the exemption
of interest on the Bond from federal income taxation, in accordance with any rules and regulations
promulgated by the United States Treasury Department or by the Municipal Securities Rulemaking
Board or similar regulatory bodies as the Issuer advises it of and with generally accepted industry
standards.

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, the fee, if any, set forth in the annexed schedule.

5. It is intended that this Registrar’s Agreement shall carry out and implement the
provisions of the Resolution with respect to the Registrar. In the event of any conflict between the
terms of this Registrar's Agreement and the Resolution, the terms of the Resolution 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 Resolution will violate any
order, decree or agreement to which it is a party or by which it is bound.

7. Either party may terminate this Registrar's Agreement upon sixty (60) days'
written notice sent by registered or certified mail to the other party, at the following respective
addresses:

ISSUER: Clay-Roane Public Service District
P.O.Box 8
Procious, WV 25164

REGISTRAR: Clay County Bank, Inc.
Attention: Senior Vice President
P.O, Box 239
Clay, WV 25043

8. The Registrar is hereby requested and authorized to authenticate, register and
deliver the Bond in accordance with the Resolution.

IN WITNESS WHEREOQF, the CLAY-ROANE PUBLIC SERVICE DISTRICT
and the CLAY COUNTY BANK, INC. have caused this Registrar's Agreement to be signed in their
names and on their behalf, all as of the day, month and year first above-written.

CLAY-ROANE PUBLIC SERVICE DISTRICT

—




Exhibit A

See Bond Resolution (Tab No. 12}

See Supplemental Resolution (Tab No. 13)




$1,000,000
CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2004 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

CERTIFICATE OF REGISTRATION OF SERIES 2004 A BOND

I, J. Gregory Gency, Senior Vice President of the Clay County Bank, Inc., as
Registrar (the "Registrar"), under a Registrar's Agreement between the Registrar and Clay-Roane
Public Service District (the "District”) dated as of the date hereof, hereby certify that on the 12™ day
of November, 2004, the single, fully registered "Clay-Roane Public Service District Water Revenue
Bond, Series 2004 A (West Virginia Infrastructure Fund)", dated as of the date hereof, in the
principal amount of $1,000,000, numbered AR-1, was registered as to principal only in the name of
"The West Virginia Water Development Authority”, on the books of the Registrar kept for that
purpose at our office, by a duly authorized officer on behalf of the Registrar.

WITNESS my signature as of the 12* day of November, 2004,




CLAY-ROANE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS,
SERIES 2004 A (WEST VIRGINIA INFRASTRUCTURE FUND) AND
SERIES 2004 B (UNITED STATES DEPARTMENT OF AGRICULTURE)

ACCEPTANCE OF APPOINTMENT AS DEPOSITORY BANK

Clay County Bank, Inc., a state banking corporation, at its office located in Clay,
Clay County, West Virginia, hereby accepts appointment as Depository Bank in connection with a
Resolution of the Clay-Roane Public Service District (the *District™) duly adopted by the Public
Service Board of the District (the “Board™) and effective on October 14, 2004 (the “Resolution”),
authorizing issuance by the District of its Water Revenue Bonds, Series 2004 A (West Virginia
Infrastructure Fund), and Series 2004 B (United States Department of Agriculture), dated
November 12, 2004, in the respective aggregate principal amounts of $1,000,000 and $360,000, and
agrees to serve as Depository Bank, all as set forth in the Resolution.

Witness my signature as of the 12" day of November, 2004,

CLAY-{COUNTY BANK, INC.




WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM

8 Capitol Street, Suite 500 Date of Report: November 12, 2004
Charleston, WV 25301

(304) 558-3971

ISSUER: Clay-Roane Public Service District

Water Revenue Bond, Series 2004 A (West Virginia Infrastructure Fund)
ADDRESS: P.0.Box 8

Procious, WV 25164 COUNTY: Clay and Roane
PURPOSE: New Money X
OF ISSUE: Refunding X Refunds issue dated: September 27, 2001

ISSUE DATE: November 12, 2004 CLOSING DATE: November 12, 2004
ISSUE AMOUNT: $1,000,000 RATE: 0%

1ST DEBT SERVICE DUE: December 1, 2006 1ST PRINCIPAL DUE: December 1, 2006
1ST DEBT SERVICE AMT.: $6,578.95 PAYING AGENT: Municipal Bond Comm.,
BOND COUNSEL: Goodwin & Goodwin, LLP REGISTRAR: Clay County Bank, Inc.
Contact Person; W.K. Bragg, Jr. Contact Person: J. Gregory Gency

Phone 346-7000 Phone: (304) 5874221
KNOWLEDGABLE ISSUER CONTACT: LENDER: West Virginia Infrastructure and
Contact Person: Melissa Postelwait Jobs Development Council

Position: Chairperson Contact Person: Katy Mallory, P.E.

Phone: (304) 548-5209 Position; Executive Secretary

Phone: (304) 558-4607

DEPOSITS TO MBC AT CLOSE:
___ Accrued Interest:  §
___ Capitalized Interest: $
By X Wire ___Reserve Account:  $
___ Check _X Other: $295,000 (See Notes Below)
REFUNDS & TRANSFERS BY MBC AT CLOSE:
__To Escrow Trustee; $

By__ Wire ___ To Issuer: $
___Check __To Cons, Invest. Fund:$
__IGT __Other: $

Notes: Pay in full the entire outstanding principal of and any interest and administrative fees on the
Issuer’s Water Revenue Bond, Series 2001 A (West Virginia Infrastructure Fund)

FOR MUNICTPAL BOND COMMISSION USE ONLY:
DOCUMENTS

REQUIRED:
TRANSFERS
REQUIRED:




WV MUNICIPAL BOND COMMISSION ' NEW ISSUE REPORT FORM

8 Capitol Street, Suite 500 Date of Report: November 12, 2004

Charleston, WV 25301
(304) 558-3971

ISSUER: Clay-Roane Public Service District

Water Revenue Bond, Series 2004 B (United States Department of Agriculture)

ADDRESS: P.0O.Box 8

Procious, WV 25164 COUNTY: Clay and Roane
PURPOSE: New Money X
OF ISSUE: Refunding  Refunds issue dated: N/A

ISSUE DATE: November 12, 2004 CLOSING DATE: November 12, 2004
ISSUE AMOUNT: $360,000 RATE: 4.5%
1ST DEBT SERVICE DUE: N/A 1ST PRINCIPAL DUE: N/A
1ST DEBT SERVICE AMT.: N'/A PAYING AGENT: None (District pays
USDA directly)
BOND COUNSEL: Goodwin & Goodwin, LLP REGISTRAR: Clay County Bank, Inc.
Contact Person: W.K. Bragg, Jr. Contact Person: J. Gregory Gency
Phone 346-7000 Phone: (304) 5874221
KNOWLEDGABLE ISSUER CONTACT: LENDER: US Dep't. of Agriculture
Contact Person: Melissa Postelwait Contact Person: Virginia M. McDonald
Position: Chairperson Phone: (304) 420-6666

Phone: (304) 548-5209

DEPOSITS TO MBC AT CLOSE:

__ Accrued Interest:  §$
___ Capitalized Interest: $
By ___ Wire ___Reserve Account: §
_ Check ___ Other: $
REFUNDS & TRANSFERS BY MBC AT CLOSE:

__ ToEscrow Trustee: $

By ___ Wire __Tolssuer: 3
__ Check __ To Cons. Invest. Fund:$
__IGT __ Other: $

Notes: The Bond Commission will only hold the Series 2004 B Bonds Reserve Account.
service payments will be made by the District directly to the National Finance Office.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS

REQUIRED:
TRANSFERS
REQUIRED:

Debt



Law OFFICES

GOODWIN & GOODWIN, LLp

300 SUMMERS STREET, SUrtTe 1500
CHARLESTON, WEST VIRGINIA 25301-678

B O. Box 2107
201 THIRD STREET CHARLESTON, WEST ViRGiNIA 25328-2107 FO. Box 349
PARKERSBURG. WEST VIRGINIA 2510] 500 CHURCH STREET
(304) 485-2345 TeLEPHONE (304) 346-7000 RIPLEY, WEST VIRCINIA 2527
TELECOPIER {304} 344-9692 (30D 372-265I

www.goodwingoodwin.com

Reply To: Charleston

November 12, 2004

Clay-Roane Public Service District
Procious, West Virginia

West Virginia Infrastructure and Jobs Development Council
Charleston, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Re:  Clay-Roane Public Service District Water Revenue Bonds,
Series 2004 A (West Virginia Infrastructure Fund)

Ladies and Gentlemen:

We have served as bond counsel to Clay-Roane Public Service District
(the "Issuer") in connection with the issuance of its Water Revenue Bonds, Series 2004 A
(West Virginia Infrastructure Fund), dated the date hereof (the "Bonds").

We have examined certified copies of proceedings and other papers
relating to the authorization of (i) a loan agreement for the Bonds, dated November 12,
2004, including all schedules and exhibits attached thereto (the "Loan Agreement™), by
and between the Issuer and the West Virginia Water Development Authority (the
"Authority"), on behalf of the West Virginia Infrastructure and Jobs Development
Council (the "Council™), and (ii) the Bonds to be purchased by the Authority in
accordance with the provisions of the Loan Agreement. The Bonds are issued in the
principal amount of $1,000,000, in the form of one bond, registered as to principal only
to the Authority, bearing no interest, with principal payable quarterly on March 1, June
1, September 1 and December 1 of each year, commencing December 1, 2006, all as
set forth in the Schedule Y attached to the Loan Agreement and incorporated in and made
a part of the Bonds.



GOODWIN & GOODWIN, LLr

November 12, 2004
Page 2

The Bonds are issued under the authority of and in full compliance with
the Constitution and statutes of the State of West Virginia, including particularly, Chapter
16, Article 13A and Chapter 31, Article 15A of the Code of West Virginia, 1931, as
amended (collectively, the "Act™), for the purposes of (i) paying in full the entire
outstanding principal of and any interest and administrative fees on the Issuer’s Water
Revenue Bond, Series 2001 A (West Virginia Infrastructure Fund) (the “Series 2001 A
Bond™); (ii) paying a portion of the costs of acquisition, construction and equipping the
Project; and (iii) paying certain costs of issuance of the Bond and related costs.

We have also examined the applicable provisions of the Act and a Bond
Resolution duly adopted by the Issuer on October 14, 2004, as supplemented by a
Supplemental Resolution duly adopted by the Issuer on October 14, 2004 (collectively,
the "Resolution”), pursuant to and under which Act and Resolution the Bonds are
authorized and issued, and the Loan Agreement is 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 Resolution and the Loan Agreement. All capitalized terms
used herein and not otherwise defined herein shall have the same meaning set forth in the
Resolution and the Loan Agreement when used herein.

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

1. The Issuer is a duly created and validly existing public service
district and is a public corporation and political subdivision of the State of West Virginia,
with full power and authority to acquire and construct the Project, to operate and
maintain the System, to adopt the Resolution 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 and is a valid and binding special obligation of the Issuer, enforceable
in accordance with the terms thereof.

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

4. The Issuer has legally and effectively adopted the Resolution and
all other necessary resolutions in connection with the issuance and sale of the Bonds.
The Resolution constitutes a valid and binding obligation of the Issuer, enforceable



GOODWIN & GOODWIN, LLp

November 12, 2004
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against the Issuer in accordance with its terms thereof and contains provisions and
covenants substantially in the form of those set forth in Section 4.1 of the Loan
Agreement.

5. 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 and
secured by a first lien on and a pledge of the Net Revenues of the System, on a parity
with respect to liens, pledge and source of and security for payment with the Issuer’s
Water Revenue Bond, Series 1990, Water Revenue Bond (Varneytown Project), Series
1997, Water Revenue Bond, Series 1982 (heretofore assumed by the Issuer from Procious
Public Service District), and Water Revenue Bonds, Series 2004 B (United States
Department of Agriculture), all in accordance with the terms of the Bonds and the
Resolution.

6. Under the Act, the Bonds and the interest thereon are exempt from
taxation by the State of West Virginia and the other taxing bodies of the State.

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

No opinion is given herein as to the effect upon the enforceability of the
Bonds under any applicable bankruptcy, insolvency, reorganization, moratorium or other
laws affecting creditors’ rights or the exercise of judicial discretion or principles of equity
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.

Respectfully submitted,

G oot ¥ broblsi, LLP
GOODWIN & GOODWIN, LLP
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Reply To: Charleston

November 12, 2004

Clay-Roane Public Service District
Procious, West Virginia

United States Department of Agriculture, Rural Utilities Service
Parkersburg, West Virginia

Re: Clay-Roane Public Service District Water Revenue Bonds,
Series 2004 B (United States Department of Agriculture)

Ladies and Gentlemen:

We have served as bond counsel to Clay-Roane Public Service District
(the “Issuer”) in connection with the issuance of its Water Revenue Bonds, Series 2004 B
(United States Department of Agriculture), dated the date hereof (the “Bonds™).

We have examined certified copies of proceedings and other papers
relating to the issuance of the Bonds. The Bonds are issued in the principal amount of
$360,000, in the form of one bond and bear interest from the date hereof, on the amount
advanced thereunder, at the rate of 4.5% per annum.

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 Code of West Virginia, 1931, as amended (the “Act™), and have
been authorized by a Bond Resolution duly adopted by the Issuer on October 14, 2004, as
supplemented by a Supplemental Resolution duly adopted by the Issuer on October 14,
2004 (collectively, the “Resolution™). The Bonds 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 water facilities of the Issuer (the “Project™); and (ii)
paying certain costs of issuance and related costs. All capitalized terms used herein and
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not otherwise defined herein shall have the same meaning set forth in the Resolution
when used herein,

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

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

2. The Issuer has legally and effectively adopted the Resolution and
all other necessary resolutions in connection with the issuance and sale of the Bonds.
The Resolution constitutes a valid and binding obligation of the Issuer, enforceable
against the Issuer in accordance with its terms thereof,

3. The Bonds have been duly authorized, issued, executed and
delivered by the Issuer and are valid, legally enforceable and binding special obligations
of the Issuer, payable from the Net Revenues of the System and secured by a first lien on
and a pledge of the Net Revenues of the System, on a parity with respect to liens, pledge
and source of and security for payment with the Issuer’s Water Revenue Bond, Series
1990, Water Revenue Bond (Vamneytown Project), Series 1997, Water Revenue Bond,
Series 1982 (heretofore assumed by the Issuer from Procious Public Service District), and
Water Revenue Bonds, Series 2004 A (West Virginia Infrastructure Fund), all in
accordance with the terms of the Bonds and the Resolution.

4, Under the Act, the Bonds and the interest thereon are exempt from
taxation by the State of West Virginia and the other taxing bodies of the State.

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

No opinion is given herein as to the effect upon the enforceability of the
Bonds under any applicable bankruptcy, insolvency, reorganization, moratorium or other
laws affecting creditors’ rights or the exercise of judicial discretion or principles of equity
in appropriate cases.
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We have examined the executed Bond numbered BR-1 and in our opinion,

the form of said Bond and its execution are regular and proper.

Respectfully submitted,

bovdrnm Vool 0p
GOODWIN & GOODWIN, LLP
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THOMAS N. WHITTIER
CHRISTINE M. HEDGES

November 12, 2004

Clay-Roane Public Service District
Procious, West Virginia

West Virginia Infrastructure and Jobs Development Council
Charleston, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

United States Department of Aéricultm‘e, Rural Utilities Service
Parkersburg, West Virginia

Goodwin & Goodwin, LLP
Charleston, West Virginia

Re: Clay-Roéne Public Service District Water Revenue Bonds,
Series 2004 A (West Virginia Infrastructure Fund) and

Series 2004 B (United States Department of Agriculture)
Ladies and Gentlemen: i

We are counseli to Clay-Roane Public Service District (the "Issuer"). As such
counsel, we have: examined cdpies of the approving opinion of Goodwin & Goodwin, LLP, as
bond counsel, relating to the abuve-captioned bonds of the Issuer {(collectively, the "Bonds"}), a
loan agreement for the Series 2004 A Bonds, dated November 12, 2004, including all schedules
and exhibits attached thereto (the “Loan Agreement™), by and between the Issuer and the West
Virginia Water Development *Authority (the “Authority”), on behalf of the West Virginia
Infrastructure and Jobs Development Council (the “Council™), the letter of conditions for the
Series 2004 B Bonds, dated February 7, 1997, as amended by Amendment No. 1 to Letter of
Conditions dated August 18, 1997, and as amended by Amendment No. 2 to Letter of Conditions
dated August 5, 2004 (collectively, the “Letter of Conditions™), from the United States of
America, United States Department of Agriculture, Rural Utilities Service (the “Govemment”),
a Bond Resolution duly adopted by the Public Service Board of the Issuer (the “Board™) on
October 14, 2004, as supplemented by a Supplemental Resolution duly adopted on Octaber
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West Virginia Infrastructure and Jobs Development Council
West Virginia Water Development Authority

United States Department of Agriculture

Goodwin & Goodwin, L1P -

November 12, 2004
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14, 2004 (collectively, the "Resolution™), orders of The County Commission of Clay and Roane
Counties relating to the Issuér and the appointment of members of the Board, and other
documents relating to the Bonds and the Issuer. All capitalized terms used herein and not
otherwise defined herein shall have the same meaning set forth in the Loan Agreement and the
Resolution when used herein. -

We are of the oﬁinion that;

1. The Issuer is a duly created and validly existing public service district and
is a public corporation and political subdivision of the State of West Virginia, with full power
and authority to acquire and construct the Project, to operate and maintain the System and to
adopt the Resolution, all under 'Inhe Act and other applicable provisions of law.

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

3. The Loan Agreement has been duly authorized, executed and delivered by
the Issuer and, assuming due zuthorization, execution and delivery by the other parties thereto,
constitutes a valid and binding agreement of the Issuer, enforceable in accordance with its terms.

4. The Resolution has been duly adopted by the Board 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
Resolution, and the carrying out of the terms thereof, do not and will not, in any material respect,
conflict with or constitute, on the part of the Issuer, a breach of or default under any resolution,
agreement or other instrument to which the Issuer is a party or any existing law, regulation, court
order or consent decree to which the Issuer is subject.

6. The Issuer has received all permits, licenses, approvals, consents,
exemptions, orders, certificates, registrations and authorizations necessary for the creation and
existence of the Issuer, the issuance of the Bonds, the acquisition and construction of the Project,
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the operation of the System and the imposition of rates and charges for the use of the System,
including, without limitation, all requisite permits, approvals, orders and certificates from the
West Virginia Bureau for Public Health, the Council and the Public Service Commission of West
Virginia (the "PSC"). The Issuer has taken all actions required for the imposition of such rates
and charges, including, without limitation, the adoption of a resolution prescribing such rates and
charges. The Issuer has received the order of the PSC entered on September 26, 2002, in Case
No. 02-0038-PWD-19A, approving the rates for the System and the orders of the PSC entered on
March 13, 2002, and October 13, 2004, in Case No. 00-1303-PWD-CN, granting to the Issuer a
certificate of public convenience and necessity for the Project and approving the financing for
the Project. The time for appéal of the PSC orders entered March 13, 2002, and September 26,
2002, has explred prior to the date hereof without any appeal having been filed. The time for
appeal of the PSC order entered October 13, 2004, has not expired on the date hereof. However,
the partles to such order have stlated that they do not intend to-appeal such order. All such orders
remain in full force and eﬂ'ect

7. The Issuer has duly published the required notice with respect to, among
other things, the amount of the'Bonds to be issued, the interest rate and terms of the Bonds, the
Project to be constructed, the cost of the Project, the anticipated user rates and charges and the
date that a formal application fpr a certificate of public convenience and necessity is to be filed
with the PSC in‘accordance with Chapter 16, Article 13A, Section 25 of the Code of West
Virginia, 1931, as amended, and has duly complied with the provisions thereof.

8. To the best of our knowledge, there is no litigation, action, suit,
proceeding or investigation at: law or in equity before or by any court, public board or body,
pending or threaténed, wherein an unfavorable decision, ruling or finding would adversely affect
the transactions contemplated by the Loan Agreement, the Bonds and the Resolution, the
acquisition and construction of the Project, the operation of the System, the validity of the
Bonds, the collection of the Gross Revenues or the pledge of the Net Revenues for the payment
of the Bonds.




Clay-Roane Public Se'm District

West Virginia Infrastruc L’e and Jobs Development Council
West Virginia Water Devi 2lopment Authority

United States Department of Agriculture

November 12, 2004
Page 4

1
.‘

_ ‘9. All essﬁll bidders have made the requiréd provisions for all
insurance and payment and performance bonds and such insurance policies or binders
and such bonds have been verified for accuracy. Based upon our review of the contracts,
the surety bonds and the policies or other evidence of insurance coverage in connection
with the Project, we are of the opinion that such surety bonds and policies (1) are in
compliance with the contracts; (2) are adequate in form, substance and amount to protect
the various interest of the Issmer; (3) have been executed by duly authorized
representatives of the proper parties; (4) meet the requirements of the Act, the Resolution
and the Loan Agreement; and (5) all such documents constitute valid and legally binding
obligations of the parties thereto in accordance with the terms, conditions and provisions
thereof.

All counsel tlb this tansactlon miay rely upon this oplmon as if specifically
addressed to them.

Very truly yours,

AL oo

Thomas N. Whittier

TNW/lw
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November 12, 2004

" Clay-Roane Public Service District
cious, West Virginia -

lest Virginia Water Development Authority
180 Association Drive

‘ arleston, West Virginia 25311
jest Virginia Infrastructure and Jobs Development Council
300 Summers Street, Suite 980
Charleston, WV 25301 |

Re:  Cley Roane PSE;;I
Amma Lefthand project

=

ndies and Genflemen:

This firm represents th¢ Clay Roane Public Service District (the “District”) with regard to a
oposed project to construct potable distribution water line extensions to serve customers in various
erved portions of Clay and Roane Counties of West Virginia generally known as the Amma Lefthand
oject (the “Project”) and provides this final title opinion on behalf of the District to satisfy the

squirements of the West Virginia Infrastructure and Jobs Development Council (the “Council”) with
1J=gard to the Infrastructure Fund financing proposed for the Project. Please be advised of the following:

1. The District is a duly created and validly existing public service district possessed with
all the powers and authority granted to public service districts under the laws of the State

of West Virginia and has the full power and authority to construct, operate and maintain

the Project as approved by the West Virginia Public Service Commission and the Wesl

, Virginia Bureail of Public Health.
: 2. The District has obtained all necessary permits and approvals for the construction of the
Project. )
3. I have invesﬁéated and ascertained the location of and 1 am familiar with the legal

description of the necessary sites, including easements and/or rights of way, required for
the Project as set forth in the plans for the Project prepared by James B. Hildreth, P. E.
of Boyles & Hildreth, the consulting engineers for the project.
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4, 1 Have examined the records on file in the Offices of the Clerk of the County
Commission of Clay and Roane Counties, West Virginia, the counties in which the
Project is to be logated, and, in my opinion, the District has acquired legal title or such
other estate or interest in the necessary site components for the Project, including all
easements and rights of way, with the exception of those listed below, sufficient to
assure undisturbed use and possession for the purpose of construction, operation and
maintenance for the estimated life of the facilities to be constructed.

The following listed propertles are being acquired by eminent domain and the necessary filings

ve been made in the Offices of the Cletk of the Circuit Court of Clay and Roane Counties, West
rginia, to permit the District a right of entry for the purpose of construction, operation and

intenance of the Project on the éjsubject properties. The District’s title thereto is defeasible in the event

District does not satisfy any resulting judgment and/or award in proceedings for acquisition of said

perties, and our certification is subject to the following pending litigation:

A The Clay:-f-Roane Public Service District, a public corporation created by act of
the Roane and Clay County Commissioners, Petitioner, vs. Ricky F. Taylor and
Caroline' Taylor, his wife, and all of the known and unknown heirs, devisees,

assigns dpd creditors of the above named, Clay County Civil Action No. 04-C-

93. -

; :%
5. Alldeeds or oﬂ:lc!i' documents which have been acquired to date by the District have been
duly recorded inthe aforesaid Clerk’s Offices in order to protect the legal title to and
intzrest of the District.

Sincerely,

Ty

Thomas N. Whittier

£

Samme L. Gee, Esquire
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