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DANESE PUBLIC SERVICE DISTRICT

RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS TO
THE EXISTING PUBLIC WATERWORKS SYSTEM OF DANESE
PUBLIC SERVICE DISTRICT, AND. THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED THEREOF, THROUGH
THE ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$1,351,000 IN AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES 2009 A (UNITED STATES
DEPARTMENT OF AGRICULTURE); DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE BONDS;
PROVIDING GENERALLY FOR THE RIGHTS AND REMEDIES
OF AND SECURITY FOR THE HOLDER OF THE BONDS; AND
PROVIDING WHEN THIS RESOLUTION SHALL TAKE EFFECT

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

ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for this Resolution. This Resolution is adopted pursuant to
the provisions of Chapter 16, Article 13A of the West Virginia Code of 1931, as amended (the “Act”),
and other applicable provisions of law. Danese Public Service District (the *Issuer”) is a public
corporation, public service district and political subdivision of the State of West Virginia .in Fayette
County of said State, duly created pursuant to the Act by The County Commission of Fayette County.

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

‘ A. The Issuer currently owns and operates a public waterworks system and desires
to finance and acquire, construct, operate and maintain certain additional public service properties
consisting of additions, improvements and extensions to such existing waterworks facilities with all
appurtenant facilities, within the boundaries of the Issuer to be owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for the health, welfare, safety,
advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is hereby ordered that
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there be constructed and designed certain additions, improvements and extensions to the existing
waterworks facilities of the Issuer, consisting construction of 47,000 LF of 8” water line, 167,700 LF
of 6” of water line, 30,800 LF of 2” water line, four (4) 47/2” PRV stations, one (1) 130 G.P.M.
duplex water booster station, and one (1) 146,000 gallon water storage tank together with all necessary
appurtenant facilities to serve 325 customers in the Clifftop, Hilion Village, Ravenseye, Corliss,
Russellville, Loops Road, Beelock Knob and upper portion of Smoky Branch Road in Fayette County
(the “Project”), particularly described in and according to the plans and specifications prepared by the
Consulting Engineer and heretofore filed in the office of the Secretary of the Public Service Board (the
“Governing Body™) of the Issuer. The existing waterworks facilities of the Issuer, together with the
Project and any further additions, improvements or extensions thereto, are herein called the “System.”
The design of the Project and the financing hereby authorized and provided for are public purposes of
the Issuer and are ordered for the purpose of meeting and serving public convenience and necessity.

C. The estimated revenues to be derived in each year from the operation of the
System after completion of the Project will be sufficient to pay all costs of operation and maintenance
of the System, the principal of and interest on the Bonds (hereinafter defined) and all funds and
accounts and other payments provided for herein.

D. The estimated maximum cost of the design of tﬁe Project is $9,271,088 of
which $1,351,000 will be obtained from the proceeds of sale of the Series 2009 A Bonds, herein
authorized.

~ E. Tt is necessary for the Issuer to issue its Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture), in the aggregate principal amount of $1,351,000 (the
“Geries 2009 A Bonds”), to permanently finance a portion of the cost of such acquisition and
construction in the manner herein provided. The cost of such acquisition and construction shall be
deemed to include, without being limited to, the acquisition and construction of the Project; the cost of
all property rights, easements and franchises deemed necessary or convenient therefor and for the
improvements and extensions thereto; interest on the Series 2009 A Bonds prior to, during and for six
months after completion of such design of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans, specifications and
surveys; and other expenses necessary or incident to determining the feasibility or practicability of the
Project, administrative expense, and such other expenses as may be necessary or incident to the
financing herein aunthorized; provided that, reimbursement to the Issuer for any amounts expended by it
for the repayment of indebtedness incurred for costs of the Project by the Issuer shall be deemed costs
of the Project.

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

G. There are outstanding obligations of the Issuer which will rank on a parity with

the Series 2009 Bonds as to liens, pledge and source of and security for payment being the Issuer’s
Water Revenue Bonds, Series 2002 (United States Department of Agriculture), dated August 22, 2002,
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issued in the original aggregate principal amount of $692,000 (the “Series 2002 Bonds” or “Prior
Bonds”). Other than the Prior Bonds, there are no other outstanding bonds or obligations of the Issuer
which rank prior to or on a parity with the Series 2009 A Bonds as to liens, pledge and/or source of
and security for payment.

The Tssuer is not in default under the terms of the Prior Bonds, or the resolutions
authorizing issuance of the Prior Bonds or any document in connection therewith, and has complied
with all requirements of all the foregoing with respect to the issuance of parity bonds or has obtained a
sufficient and valid consent or waiver thereof.

H. It is in the best interest of the Issuer that the Series 2009 A Bonds be sold to the
Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated April 11, 2007, and
all amendments thereto, if any (collectively, the “Letter of Conditions™).

L The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System, including,
without limitation, the imposition of rates and charges, and the issuance of the Series 2009 A Bonds, or
will have so complied prior to issuance of the Series 2009 A Bonds, including, among other things and
without limitation, obtaining a certificate of public convenience and necessity and approval of the
financing and necessary user rates and charges from the Public Service Commission of West Virginia
by final order, the time for rehearing and appeal of which have expired or shall have been duly waived
or otherwise provided for.

Section 1.03. Bond lecislation Constitutes Contract. In consideration of the
acceptance of the Series 2009 A Bonds by those who shall be the Registered Owner of the same from
time to time, this Resolution (the “Bond Legislation™) shall be deemed to be and shall constitute a
contract between the Issuer and such Registered Owner, and the covenants and agreements set forth
herein to be performed by the Issuer shall be for the benefit, protection and security of the Registered
Ownper of the Series 2009 A Bonds.

Section 1,04, Definitions. In addition to capitalized terms defined elsewhere herein,
the following terms shall have the following meanings herein unless the text otherwise expressly
requires:

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

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

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

“Bonds” means, collectively, the Series 2009 A Bonds and the Prior Bonds.
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“Chairman” means the Chairman of the Governing Body.

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

“Consulting Engineer” means E.L. Robinson Engineering Company, Beckley, West
Virginia, or any qualified engineer or firm of engineers which shall at any time hereafter be retained by

the Issuer as Consulting Engineer for the System.

“Costs” or “Costs of the Project” means those costs described in Section
1.02 (F) hereof.

“Depository Bank” means Branch Banking & Trust Company, Charleston, West
Virginia, a bank or trust company which is a member of FDIC (herein defined), and its successors and
assigns.

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

“FDIC” means the Federal Deposit Insurance Corporation.

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

“Governing Body” means the Public Service Board of the Issuer.

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

“Grants” means, collectively, all grants committed for the Project.

“Herein” or “herein” means in this Bond Legislation.

“Issuer,” “Borrower” or “District” means Danese Public Service District, a public
service district, a public corporation and a political subdivision of the State of West Virginia, in Fayetie

County, West Virginia, and includes the Governing Body.

«Letter of Conditions” means, collectively, the Letter of Conditions of the Purchaser
dated April 11, 2007, and ail amendments thereto, if any.
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“Minimum Reserve” means, as of any date of calculation, the maximum amount of
principal and interest which will become due on the Series 2009 A Bonds in the then current or any
succeeding year. '

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

“Operating Expenses” means the corrent expenses, paid or accrued, of operation and
maintenance of the Project and the System and its facilities, and includes, without limiting the
generality of the foregoing, insurance premiums, salaries, wages and administrative expenses of the
Issuer. relating and chargeable solely tothe Project and the System, the accurhulation of appropriéte
resérves for charges not annually recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally and regularly included under
recognized accounting principles and retention of a sum not to exceed one-sixth of the budgeted
Operating Expenses stated above for the current year as working capital, and language herein requiring
payment of Operating Expenses means also retention of not fo exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bonds and into all funds and accounts have
been made to the last monthly payment date prior to the date of such retention.

“Prior Bonds” means the Series 2002 Bonds.

“prior Resolution” means, collectively, the resolutions of the Issuer, respectively,
adopted authorizing the issuance of the Prior Bonds.

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

“Ppurchaser” or “Government” means United States Department of Agriculture, Rural
Utilities Service, and any successor thereof; acting for and on behalf of the United States of America.

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

(a) Government Obligations;

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

() Bonds, debentures, notes or other evidences of

indebtedness issued by any of the following agencies: Banks for
Cooperatives; Federal Intermediate Credit Banks; Federal
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Home Loan Bank System; Export-Import Bank of the
United States; FPederal Land Banks; Government National
Mortgage Association; Tennessee Valley Authority; or
Washington Metropolitan Area Transit Authority;

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

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

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

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



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

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

“Registered Owners,” “Bondholders,” “Holders of the Bonds” or any- similar term
means any person who shall be the registered owner of the Bonds.

“Resolutions” means, collectively, the Prior Resolutions and the Bond Legislation.

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

“Secretary” means the Secretary of the Governing Body.

“Series 2002 Bonds” means the Issuer’s Water Revenue Bonds, Series 2002 (United
States Department of Agriculture), dated August 22, 2002, issued in the original aggregate principal
amount of $692,000.

“Series 2009 A Bonds” means the Water Revenue Bonds, Series 2009 A (United States
Department of Agriculture), authorized hereby to be issued pursuant to this Bond Legislation.

“Geries 2009 A Bonds Reserve Requirement” means, as of any date of calculation, the
maximum amount of principal and interest which will become due on the Series 2009 A Bonds in the
then current or any succeeding year.

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

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

Words importing singular nurnber shall include the plural number in each case and vice

versa; words importing persons shall include firms and corporations; and words importing the
masculine, feminine or neuter gender shall include any other gender; and any requirement for execution
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or attestation of the Bonds or any certificate or other document by the Chairman or the Secretary shall
mean that such Bonds, certificate or other document may be executed or attested by an Acting

Chairman or Acting Secretary.
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ARTICLE 11

AUTHORIZATION OF
- ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Payment of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the Project, at an

estimated cost of $9,271,088, 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 Project is estimated to cost $9.271,088 of which $1,351,000 will be obtained from
proceeds of the Series 2009 A Bonds, $1,370,000 will be obtained as a grant from the Purchaser,
$1,500,000 will be obtained as an Appalachian Regional Commission grant and approximately
$5,050,088 will be obtained from an Abandoned Mine Lands grant.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01.  Authorization of Bonds. Subject and pursuant to the provisions of the
Bond Legislation, the Series 2009 A Bonds of the Issuer, to be known as “Water Revenue Bonds,
Series 2009 A (United States Department of Agriculture)”; are hereby authorized to be issued in the
aggrepgate principal amount of $1,351,000, for the purpose of (i) financing a portion of the cost of the
acquisition and construction of the Project, and (i) paying certain costs of issuance and related costs not
otherwise provided for.

Section 3.02. Description of Bonds. The Series 2009 A Bonds shail be issued in
single form, numbered AR-1, only as a fully registered Bond, and shall be dated the date of delivery
thereof. The Series 2009 A Bonds shall bear interest from the date of delivery, payable monthly at the
rate of 4.125% per anmum, and shall be sold for the par value thereof. The said principal and interest
shall be paid in the following instailments on the following dates: Monthly instaliments of interest
only, commencing 30 days following delivery of the Bond and continuing on the corresponding day of
each month for the first 24 months after the date hereof, and $5,877, covering principal and interest,
thereafter on said corresponding day of each month, except that the final installment shall be paid at the
end of 40 years from the date of this Bond.

The Series 2009 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as provided in the
respective Bond forms hereinafter set forth.

Section 3.03. Negotiability. Registration, Transfer and Exchange of Bonds. The
Series 2009 A Bonds shall be and have all the qualities and incidents of a negotiable instrument under
the Uniform Commercial Code of the State of West Virginia, but the Series 2009 A Bonds, and the
right to principal of and stated interest on the Series 2009 A Bonds, may only be transferred by transfer
of the registration thereof upon the books required fo be kept pursuant to Section 3.04 hereof, by the
party in whose name it is registered, in person or by attorney duly authorized in writing, upon
surrender of the Series 2009 A Bonds for canceliation, accompanied by delivery of a written instrument
of transfer, duly executed in a form acceptable to the Bond Registrar.

. Whenever the Series 2009 A Bonds shall be surrendered for registration of transfer, the
Issuer shall execute and deliver a new Bond or Bonds in authorized denominations, for a like aggregate
principal amount. The Bond Registrar shall require the payment by the new owner requesting such
transfer of any tax or other governmental charge required to be paid with respect to such transfer, but
the Issuer shall pay any other expenses incurred by the Bond Registrar with respect to such transfer.
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No registration of transfer of the Series 2009 A Bonds shall be perrmitted to be made
after the 15th day next preceding any installment payment date on the Series 2009 A Bonds.

Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and will keep,
or cause to be kept by its agent, at its office, sufficient books for the registration and transfer of the
Series 2009 A Bonds, and, upon presentation for such purpose, the Bond Registrar shall, under such
reasonable regulations as it may prescribe, register the Series 2009 A Bonds initially issued pursuant
hereto and register the transfer, or cause to be registered by its agent, on such books, the transfer of the
Series 2009 A Bonds as hereinbefore provided. ' ‘

The Bond Registrar shall accept the Series 2009 A Bonds for registration or transfer
only if ownership thereof is to be registered in the name of the Purchaser, an individual (including joint
ownership), a corporation, a partnership or a trust, and only upon receipt of the social security number
of each individual, the federal employer identification number of each corporation or partnership or the
social security numbers of the settlor and beneficiaries of each trust and the federal employer
identification number and date of each trust and the name of the trustee of each trust and/or such other
identifying number and information as may be required by law. The Series 2009 A Bonds shall initially
be fully registered as to both principal and interest in the name of the United States of America. S50
long as the Series 2009 A Bonds shall be registered in the name of the Urnted States of America, the
address of the United States of America for registration purposes shall be National Finance Office, St.
Louis, Missouri 63103, or such other address as shall be stated in writing to the Issuer by the
United States of America.

Section 3.05. [Execution of Bonds. The Series 2009 A Bonds shall be executed in the
name of the Issuer by the Chairman and its corporate seal shall be affixed thereto and attested by the
Secretary. In case any one or more of the officers who shall have signed or sealed the Series 2009 A
Bonds shall cease to be such officer of the Issuer before the Series 2009 Bonds so signed and sealed
have been actually sold and delivered, such Bonds may nevertheless be sold and delivered as herein
provided and may be issued as if the person who signed or sealed such Bonds had not ceased to hold
such office. The Series 2009 A Bonds may be signed and sealed on behalf of the Issuer by such person
as at the actual time of the execution of such Bonds shall hold the proper office in the Issuer, although
at the date of such Bonds such person may not have held such office or may not have been so
authorized.

Section 3.06. Bonds Mutilated, Destroved. Stolen or Lost. In case the Series 2009 A
Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may in its discretion issue and
deliver a new Bond of like tenor as the Bonds so mutilated, destroyed, stolen or lost, in exchange and
substitution for such mutilated Bonds or in lieu of and substitution for the Bonds destroyed, stolen or
lost, and upon the holder’s furnishing the Issuer proof of his ownership thereof and complying with
such other reasonable regulations and conditions as the Issuer may require. The Series 2009 A Bonds
so surrendered shall be canceled and held for the account of the Issuer. If the Series 2009 A Bonds
shall have matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof.
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Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment of the debt
service of the Series 2009 A Bonds shall be secured forthwith by a first lien on the Net Revemies
derived from the System, on a parity with the Prior Bonds. The Net Revenues derived from the System
in an amount sufficient to pay the principal of and interest on the Series 2009 A Bonds and the Prior
Bonds, and (o make the payments as hereinafter provided, are hereby irrevocably pledged to the
payment of the principal of and interest on the Series 2009 A Bonds and the Prior Bonds as the same
become due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the fext of the
Series 2009 A Bonds and the other details thereof shall be of substantiaily the following tenor, with
such omissions, insertions and variations as may be authorized or permitted hereby or by any resolhution
adopted after the date of adoption hereof and prior to the issuance thereof:
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(FORM OF BOND)

UNITED STATES OF AMERICA
DANESE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$

No. AR-1 : Date:

FOR VALUE RECEIVED, DANESE PUBLIC SERVICE DISTRICT (herein called
“Borrower”) promises to pay to the order of the United States of America (the “Governiment”), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place as
the Government may hereafter designate in writing, the principal sum of
‘ % ), plus interest on the unpaid principal
balance at the rate of % per annum. The said principal and interest shall be paid in the
following instaliments on the following dates: Monthly installments of interest only, commencing
30 days following delivery of the Bond and continuing on the corresponding day of each month for the
first 24 months after the date hereof, and $ , covering principal and interest, thereafter on
said corresponding day of each month, except that the final installment shall be paid at the end of
40 years from the date of this Bond, in the sum of the unpaid principal and interest due on the date
thereof, and except that prepayments may be made as provided hereinbelow. The consideration herefor
shall support any agreement modifying the foregoing schedule of payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made at any
fime at the option of Borrower. Refunds and exfra 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,
Rorrower shall continue to make payments to the Government as collection agent for the holder.
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‘While this Bond is held by an insured lender, prepayments as above authorized made by
Borrower may, at the option of the Government, be remitted by the Government to the holder promptly
or, except for final payment, be retained by the Government and remitted to the holder on either a
* calendar quarter basis or an annual installment due date basis. The effective date of every payment
made by Borrower, except payments retained and remitted by the Government on an annual instaliment
due date basis, shall be the date of the United States Treasury check by which the Government remits
the payment to the holder. The effective date of any prepayment retained and remitted by the
Government to the holder on an annual installment due date basis shall be the date of the prepayment by
Borrower and the Government will pay the interest to which the holder is entitled accruing between the
effective date of any such prepayment and the date of the Treasury check to the holder.

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

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

This Bond is issued to (i) pay a portion of the costs of acquisition and construction of
certain extensions, additions, betterments and improvements to the existing public waterworks systein
of the Issuer, and (ii) to pay costs of issuance and related costs.

This Bond, together with any additional bonds ranking on a parity herewith which may
be issued and outstanding for the purpose of providing funds for financing costs of additions, extensions
and improvements to the waterworks system (the “System™) of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there have been first paid from such
revenues the reasonable current costs of operation and maintenance of the Systerm. This Bond does not
in any manner constitute an indebtedness of the Borrower within the meaning of any constitutional or
statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person or by
his, her or its attorney duly authorized in writing, at the office of the Borrower, as Bond Registrar, but
only in the manner, subject to the limitations and upon payment of the charges, if any, provided in the
herein defined Resolutions and upon surrender and canceliation of this Bond. Upon such transfer a new
Bond or Bonds, of authorized demomination or denominations, for the like principal amount, will be
issued to the transferee in exchange herefor.
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This Bond, under the provisions of the Act, is and has all the qualities and incidents of
a negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may
only be transferred by transfer of registration hereof with the Bond Registrar.

This Bond has been issued under and i full compliance with the Constifution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act”™), and a Resolution of the Borrower duly adopted

, 2009, authorizing issuance of this Bond (the “Resolution™).

If at any time it shall appear to the Government that Borrower may be able to obtain a
loan from a responsible cooperative or private credit source at reasonable rates and terms for loans for

similar purposes and periods of time, Borrower will, at the Government’s request, apply for and accept
such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended.
This Bond shall be subject to the present regulations of the Government and to its future regulations not
inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE
OF AND SECURITY FOR PAYMENT, WITH THE BORROWER'’S WATER REVENUE BONDS,
SERIES 2002 (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED AUGUST 22,
2002, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $692,000 (THE
“SERIES 2002 BONDS” OR “PRIOR BONDS™).

" In accordance with the requirements of the United Stafes Department of Agriculture,
the Bonds will be in default should any proceeds of the Bonds be used for a purpose that will contribute
to excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricultural
commodity.
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IN WITNESS WHEREOF, DANESE 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 writtern.

DANESE PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL]

(Signéhne of Executive Official)
Chairman:

Drawer C
(P.O. Box No. or Street Address)

Danese . West Virginia 25831
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary:
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1 $ (19)
2) (20)
(3) - 1)
4) : (22)
(5) (23)
(6) (24)
7 (25)
(8) (26)
(9) 27
(10} (28)
{1 (29)
(12) | (30)
(13) ' 31
(14) {32)
(15) (33
(16) (34)
(17) ‘ (35
(18) (36)
TOTAL $.
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(Form of Assignment)

ASSIGNMENT

EOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto
the within Bond

and does hereby irrevocably constitute and appoint , Attorney o
transfet the said Bond on the books kept for registration of the within Bond of the said Issuer with full

power of substitution in the Premises.

Dated: )

In the presence of:
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ARTICLE IV

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

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

(1) Revenue Fund (established by Prior Resolution);
)] Series 2009 A Bonds Project Construction Account; and

(3) Renewal and Replacement Fund (established by Prior Resolution as
“Depreciation Reserve” and hereby renamed). '

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

(1) Series 2002 Bonds Reserve Account (established by Prior Resolution);
and

(2) Series 2009 A Bonds Reserve Account.

Section 4.02. Bond Proceeds: Project Construction Account. The proceeds of the
sale of the Series 2009 A Bonds shall be deposited upon receipt by the Issuer in the Series 2009 A
Bonds Project Construction Account. The monies in the Series 2009 A Bonds Project Construction
Account in excess of the amount insured by FDIC shall be secured at all times by the Depository Bank
by securities or in a manner lawful for the securing of deposits of State and municipal funds under
West Virginia law. Monies in the Series 2009 A Bonds Project Construction Account shall be
expended by the Issuer solely for the purposes provided herein.

Monies in the Series 2009 A Bonds Project Construction Account shall be used solely
to pay the cost of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will

additionally transfer from the Series 2009 A Bonds Project Construction Account and pay to the
Purchaser on or before the due date, such sums as shall be from time to time required to make the
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monthly instaliments on the Series 2009 A Bonds if there are not sufficient Net Revenues to make such
monthly payment.

Pending application as provided in this Section 4.02, money and funds in the Series
2009 A Bonds Project Construction Account shall be invested and reinvested at the direction of the
Issuer, to the extent possible in accordance with applicable law, n Qualified Investments.

When acquisition and construction of the Project has been completed and all costs
thereof have been paid or proVisiOIi for such payment has been made, any balance remaining in the
Series 2009 A Bonds Project Construction Account shall be disposed of in accordance with the
regulations of the Purchaser.

Section 4.03. Covenants of the Issuer as to System Revenues and Funds. So long as
any of the Series 2009 A Bonds shall be outstanding and unpaid, or until there shali have been set apart
in the Series 2009 A Bonds Reserve Account, a sum sufficient to pay, when due or at the earliest
practical prepayment date, the entire principal of the Series 2009 Bonds remaining unpaid, together
with interest accrued and to accrue thereon, the Issuer further covenants with the Holders of the
Series 2009 A Bonds as follows:

A. REVENUE FUND. The entire Gross Revenues derived from the operation of
the System, and all parts thereof, and all Tap Fees received, shall be deposited as collected by the
[ssuer in the Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided
in the Resolutions and shall be kept separate and distinct from all other funds of the Issuer and the
Depository Bank and used only for the purposes and in the manner provided in the Resolutions.

B. DISPOSITION OF REVENUES. All Revenues at any time on deposit in the
Revenue Fund shall be disposed of only in the following order and priority, subject to the provisions of
the Prior Resolutions not otherwise modified herein:

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

(2) The Issuer shall next, each month, on or before the due date
thereof, transfer from the Revenue Fund and simuitaneously remit (i) to
the National Finance Office the amount required by the Prior
Resolutions to pay the interest on the Series 2002 Bonds; and (ii) to the
National Finance Office the amount required to pay interest on the
Series 2009 A Bonds.

3 The Issuer shall next, each month, transfer from the Revenue
Fund and simultaneously, on or before the due date thereof, remit (i} to
the National Finance Office the amount required by the Prior
Resolutions to pay the principal of the Series 2002 Bonds; and (ii) remit
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to the National Finance Office, commencing 24 months following the
date of delivery of the Series 2009 A Bonds, the amount required to
amortize the principal of the Series 2009 A Bonds.

(4) The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and simultaneously (i) remit to the Commission
the amounts required by the Prior Resolutions to be deposited in- the
Reserve Account for the Series 2002 Bonds; and (ii) beginning on the
date specified by the purchaser, but in any event not later than the 24th
monthty anniversary of the Closing Date, and continuing on each
monthly anniversary of the Closing Date thereafter, transfer from the
Revenue Fund and remit to the Comumission, for deposit in the Series
2009 A Bonds Reserve Account, an amount equal to 10% of the
monthly payment amount, until the amount in the Series 2009 A Bonds
Reserve Account equals the Series 2009 A Bonds Reserve
Requirement; provided that, no further payments shall be made into the
Series 2009 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 2009 A Bonds Reserve Requirement.

(3) The TIssuer shall next, on the first day of each month, transfer
from the Revenue Fund and remit to the Commission for deposit in the
Renewal and Replacement Fund, an amount equal to 2 1/2% of the
Gross Revenues each month, exclusive of any payments for account of
any Reserve Account. All funds in the Renewal and Replacement Fund
shall be kept apart from all other funds of the Issuer or of the
Commission and shall be invested and reinvested in accordance with
Article VIII hereof. Withdrawals and disbursements may be made
from the Renewal and Replacement Fund for replacements, repairs,
improvements or extensions to the System; provided that, any
deficiencies in any Reserve Accounts (except to the extent such
deficiency exists because the required payments into such account have
not, as of the date of determination of a deficiency, funded such
account to the maximum extent required hereof) shall be promptly
eliminated with monies from the Renewal and Replacement Fund.

Whenever the money in the Series 2009 A Bonds Reserve Account shall be sufficient to
prepay the Series 2009 A Bonds in full, it shall be the mandatory duty of the lssuer, anything to the
contrary herein notwithstanding, to prepay the Series 2009 A Bonds at the earliest practical date and in
accordance with applicable provisions hereof.

The Commission is hereby designated as the Fiscal Agent for the administration of the
Series 2009 A Bonds Reserve Account. All amounts required for the Series 2009 A Bonds Reserve
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Account will be deposited therein by the lssuer upon transfers of funds from the Revenue Fund at the
times provided herein, together with written advice stating the amount remitted for deposit into each
such fund.

The Revenue Fund shall constitate a Trust Fund and shall be used orﬂy for the purposes
and in the order provided herein, and until so used, the Purchaser shall have a lien thereon for further
securing payment of the Series 2009 A Bonds and the interest thereon, on a parity with the Prior
Bonds.

o ."-The' 'Sgries 2009 A Bonds Reserve Account shall constitute a trust fund and shall be
used only for the purposes and in the order provided herein, and until so used, the Purchaser shall have
a lien thereon for further securing payment of the Series 2009 A Bonds and the interest thereon.

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

Principal, interest or reserve payments, whether made for a deficiency or otherwise,
shall be made on a parity and pro rata, with respect to the Series 2009 A Bonds and the Prior Bonds, in
accordance with the respective principal amounts then Outstanding. ‘

Subject to the Prior Resolutions, the Commission shall keep the monies in the
Series 2009 A Bonds Reserve Account invested and reinvested to the fullest extent possible in
accordance with applicable law, and to the extent practicable, in Qualified Investments having
maturities consonant with the required use thereof. Investments in any fund or account under this Bond
Legislation shall, unless otherwise provided herein or required by law, be valued at the lower of cost or
the then current market value, or at the redemption price thereof if then redeemable at the option of the
holder, including value of accrued inferest and giving effect to the amortization of discount, or at par if
such investment is held by the “consolidated fund” managed by the West Virginia Board of Treasury
Investments. Any investment shall be held in and at all times deemed a part of the fund or account in
which such monies were originally held, and interest accruing thereon and any profit or loss realized
from such investment shall be credited or charged to the appropriate fund or account. Earnings from
monies in the Series 2009 A Bonds Reserve Account, so long as the Minimum Reserve is on deposit
and maintained therein, shall be paid annually by the Commission to the Tssuer and deposited in the
Revenue Fund.

C. CHANGE OF DEPOSITORY BANK. The Issuer may desigpate another bank
or trust company insured by FDIC as Depository Bank if the Depository Bank should cease for any
reason to serve or if the Governing Body determines by resolution that the Depository Bank or its
successor should no longer serve as Depository Bank. Upon any such change, the Governing Body will
cause notice of the change to be sent by registered or certified mail to the Purchaser.
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D. USER CONTRACTS. The Issuer shall, prior to delivery of the Series 2009 A
Bonds, provide evidence that there will be at least 737 bona fide users upon the Systern on completion,
in full compliance with the requirements and conditions of the Purchaser.

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

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

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

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

CHA4978466.2 23



ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2009 A Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Series 2009 A Bonds Reserve
Account, sums sufficient to prepay the entire principal of the Series 2009 A Bonds remaining unpaid,
together with interest accrued and to accrue thereon to the date of prepayment, the covenants and
agreements contained herein shall be and constitute valid and legally binding covenants between the
Issuer and the Holder of the Series 2009 A Bonds.

Section 5.02. Rates. So long as the Prior Bonds are outstanding, the Issuer will
maintain rates as required in the Prior Resolutions. So fong as the Series 2009 A Bonds are
outstanding, the Issuer will, in the manner provided in the Act, fix and collect such rates, fees or other
charges for the services and facilities of the System, and revise the same from time to tume whenever
necessary, as will always provide Revenues in each Fiscal Year sufficient to produce Net Revenues
equal fo not less than 110% of the annual debt service on the Series 2009 A Bonds and the Prior Bonds
and sufficient to make the payments required berein into all funds and accounts and all the necessary
expenses of operating and maintaining the Systern during such Fiscal Year and such rates, fees and
other charges shall not be reduced so as to be insufficient to provide adequate Revenues for such

purposes.

Section 5.03. Sale of the System. So long as the Prior Bonds are outstanding, the
Issuer shall not sell, mortgage, lease or otherwise dispose of the System or any part thereof, except as
provided in the Prior Resolutions. The System will not be sold without the prior written consent of the
Purchaser so long as the Series 2009 A Bonds are outstanding. Such consent will provide for
disposition of the proceeds of any such sale.

Section 5.04. Issuance of Additional Parity Bonds or Obligations. No additional
Parity Bonds or obligations payable out of any of the Revenues of the System shall be issued, except
with the prior written consent of the Purchaser. No Parity Bonds shall be issued after issuance of the
Series 2009 A Bonds unless the provisions contained in the Prior Resolution respecting issuance of
Parity Bonds have been satisfied.

‘ All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2009 A Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the costs of
the acquisition or construction of additions extensions, improvements or betterments to the System ot

refunding any outstanding Bonds, or both such purposes.

So long as the Series 2009 A Bonds and the Series 2002 Bonds are Outstanding, no
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Parity Bonds shall be issued at any time, however, unless there has been procured and filed with the
Secretary a written statement by the Independent Certified Public Accountants, reciting the conclusion
that the Net Revenues for the Fiscal Year following the year in which sach Parity Bonds are to be
issued shall be at least 120% of the average annual debt service requirements on the following:

{1 The Bonds Outstanding;

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

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

The foregoing limitation may be waived or modified by the written consent of the
Holders of the Prior Bonds, representing 75% of the then-outstanding principal indebtedness.

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and agrees that it
will, as an expense of construction, operation and maintenance of the System, procure, carry and
maintain, so long as the Series 2009 A Bonds remain outstanding, insurance with a reputable insurance
carrier or carriers covering the following risks and in the following amounts:

(a) FIRE, LIGHTNING, VANDALISM, MALICIOUS
MISCHIEF AND EXTENDED COVERAGE INSURANCE,. to be
procured upon acceptance of any part of the Project from the
contractor, and immediately upon any portion of the System now in
use, on all above-ground structures of the System and mechanical and
electrical equipment in place or stored on the site in an amount equal to
the full insurable value therecof. In the event of any damage to or
destruction of any portion of the System, the Issuer will promptly
arrange for the application of the insurance proceeds for the repair or
reconstruction of such damaged or destroyed portion. The Issuer will
itself, or will require each contractor and subcontractor to, obtain and
maintain builder’s risk insurance to protect the interests of the Issuer
during construction of the Project in the full insurable value thereof.

(b) PUBLIC LIABILITY INSURANCE, with limits of not less
than $500,000 for one or more persons injured or killed in one accident
to protect the Issuer from claims for bodily injury and/or death, and not
less than $200,000 to protect the Issuer from claims for damage to
property of others which may arise from the operation of the System,
such insurance to be procured not later than the date of delivery of the
Series 2009 A Bonds.

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

(d)  WORKERS” COMPENSATION 'COVERAGE FOR ALL"
EMPLOYEES OF THE DISTRICT ELIGIBLE THEREFOR AND

PERFORMANCE AND PAYMENT BONDS, such bonds to be in the

amounts of 100% of the construction contract, will be required of each

prime contractor, and such payment bonds have been or will be filed

with the Clerk of the County Commission of said County prior to

commencement of construction of the Project in compliance with

West Virginia Code Section 38-2-39. Workers’ compensation coverage

shall be maintained as required by the laws of the State of

West Virginia.

{e) FLOOD INSURANCE to be procured, to the extent available
at reasonable cost to the Issuer; however, if the System is located in a
community which has been notified as having special flood or mudslide
prone areas, flood insurance must be obtained. '

§9) FIDELITY BONDS will be provided as to every member of the
Governing Body and as to every officer and employee thereof having
custody of the Revenue Fund or of any revenues or other funds of the
Issuer in such amount as may be requested by the Purchaser from time
to time.

(2) Provided, however, and in lieu of and notwithstanding the
foregoing provisions of this Section, during construction of the Project
and so long as the Series 2009 A Bonds are outstanding, the Issuer will
carry insurance and bonds or cause insurance and bonds to be carried
for the protection of the Issuer, and during such construction will
require each contractor and subcontractor to carry insurance, of such
types and in such amounts as the Purchaser may specify, with insurance
carriers or bonding companies acceptable to the Purchaser.
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Section 5.06.  Statutory Mortgage Lien. For the further protection of the Holder of
the Series 2009 A Bonds, a statutory mortgage lien upon the System is granted and created by the Act,
on a parity with the Prior Bonds, which stamutory mortgage lien is hereby recognized and declared to be
valid and binding and shall take effect immediately upon the delivery of the Series 2009 A Bonds.

Section 5.07. [Events of Default. Each of the following events is hereby declared an
“Bvent of Default”: ‘

(2) Failure to make payment of any monthly amortization
installment upon the Series 2009 A Bonds at the date specified
for payment thereof;

) Fajlure to duly and punctually observe or perform any of the
covenants, conditions and agreements on the part of the Issuer
contained in the Series 2009 A Bonds or herein, or violation of
or failure to observe any provision of any pertinent faw; and

{c) If a default occurs with respect to the Prior Bonds or the Prior
Resolutions.

Section 5.08. Enforcement. Upon the happening of any Event of Default specified
above, then, and in every such case, the Purchaser may proceed to protect and enforce its rights by an
appropriate action in any court of competent jurisdiction, either for the specific performance of any
covenant or agreement, or execution of any power, Or for the enforcement of any proper legal or
equitable remedy as shall be deemed most effectual to protect and enforce such rights.

Upon application by the Purchaser, such court may, upon proof of such default, appoint
a receiver for the affairs of the Issuer and the System. The receiver so appointed shall administer the
System on behalf of the Issuer, shall exercise all the rights and powers of the Issuer with respect to the
System, shall proceed under the direction of the court to obtain authorization to increase rafes and
charges of the System, and shall have the power o collect and receive all revenues and apply the same
in such manner as the court may direct; provided that, all rights and remedies of the Holders of the
Prior Bonds shall be on a parity with the Series 2009 A Bonds. :

Section 5.09. Fiscal Year; Budget. While the Series 2009 A Bonds are outstanding
and unpaid and to the extent not now prohibited by law, the System shall be operated and maintained on
a Fiscal Year basis commencing on July 1 of each year and ending on the following June 30, which
period shall also constitute the budget year for the operation and maintenance of the System. Not later
than 30 days prior to the beginning of each Fiscal Year, the Issuer agrees to adopt the Annual Budget
for the ensuing year, and no expenditures for operation and maintenance exXpenses of the System In
excess of the Annuat Budget shall be made during such Fiscal Year unless unanimously authorized and
directed by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser by
the beginning of each Fiscal Year.
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If for any reason the Issuer shafl not have adopted the Annual Budget before the 1st day
of any Fiscal Year, it shail 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 n the next year preceding by more than 10%; and provided further, that adoption
of a Budget of Current Expenses shall not constitute compliance with the covenant o adopt an Annual
Budget unless failure to adopt an Annual Budget be for a reason beyond the control of the Tssuer. Each
such Budget of Current Expenses shall be mailed immediately to the Purchaser.

o Section 5.10. . Compensation .of Members of Governing Body. The Issuer hereby
covenants and agrees that no compensation for policy direction shall be paid to the members of the
Governing Body in excess of the amount permitted by the Act. Payment of any compensation o any
such member for policy direction shall not be made if such payment would cause the Net Revenues to
£a1l below the amount required to meet all payments provided for berein, nor when there is default in
the performance of or compliance with any covenant or provision hereof.

Section 5.11. Covenant to Proceed and Complete. The Tssuer hereby covenants to
proceed as promptly as possible with the acquisition and construction of the Project to completion
thereof in accordance with the plans and specifications prepared by the Consulting Engineer on file with
the Secretary on the date of adoption hereof, subject to permitted changes.

Section 5.12. Books and Records: Audits. The Issuer will keep books and records of
the System, which shail be separate and apart from all other books, records and accounts of the Issuer,
in which complete and correct entries shall be made of all transactions relating to the System, and the
Purchaser shall have the right at all reasonable times to inspect the System and all records, accounts and
data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said books, records and accounts of the
System to be properly audited by an independent competent firm of certified public accountants and
shall mail a copy of such audit report to the Purchaser. The Issuer shall further comply with the Act
with respect to such books, records and accounts.

Section 5.13. Maintenance of System. The Issuer covenants that it will continuously
operate, in an economical and efficient manner, and maintain the System as a revenue-producing utility
as herein provided so long as the Series 2009 A Bonds are outstanding.

Section 5.14. No Competition. To the extent legally allowable, the Issuer will not
permit competition with the System within its boundaries or within the territory served by it and will
not grant or cause, consent to OT 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 Systern within the boundaries of the Issuer or within the territory
served by the System.
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ARTICLE VI

RATES, ETC.

_ Section 6.01. Initial Schedule of Rates and Charges: Rules. A. The initial schedule
of rates and charges for the services and facilities of the System, subject to change consistent with the
provisions hereof, shall be as set forth in the Recommended Decision entered on January 28, 2009
which became Final Order of the Public Service Commission of West Virginia on March 27, 2009, in
Case No. 08-1837-PWD-CN and are incorporated herein by reference as a part hereof.

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

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

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

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

F. The Issuer, to the extent permitted by law, will not accept payment of any

water bill from a customer served with water and sewer services by the Issuer without payment at the
same time of a sewer bill owed by such customer for the same premises.
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ARTICLE VII

MISCELLANEOUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall otherwise be
paid, to the Holder of the Series 2009 A Bonds, the principal of and interest due or to become due
thereon, at the times and in the manner stipulated therein and in this Bond Legislation, then with respect
to the Series 2009 A Bonds, the pledge of Net Revenues and other monies and securities pledged under
this Bond Legislation and all covenants, agreemerits and other obligations of the Tssuer to the Registered
Owner of the Series 2009 A Bonds, shall thereupon cease, terminate and become void and be
discharged and satisfied.

Except through such direct payment to the Holder of the Series 2009 A Bonds, the
Issuer may not defease the Series 2009 A Bonds or otherwise provide for payment thereof by escrow or
like manner.

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

Section 7.03. Delivery of Bonds. The Chairman, Secretary and Treasurer of the
Governing Body are hereby authorized and directed to cause the Series 2009 A Bonds, hereby awarded
to the Purchaser pursuant to prior agreement, to be delivered to the Purchaser as soon as the Purchaser
will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of the
covenants, agreements or provisions hereof should be held contrary to any express provision of law or
contrary to the policy of express law, although not expressly prohibited, or agaimst public policy, or
shall for any reason whatsoever be held invalid, then such covenants, agreements or provisions shall be
null and void and shall be deemed severable from the remaining covenants, agreements Or provisions
hereof, and shall in no way affect the validity of all the other provisions hereof or the Series 2009 A
Bonds.

Section 7.05. Conflicting Provisions Repealed. The Prior Resolutions and all parts
thereof not expressly hereby changed shall continue in full force and effect and this Bond Legislation
shall be supplemental to the Prior Resolutions.

All resolutions and orders, or parts thereof, in conflict with the provisions hereof are,

to the extent of such conflicts, hereby repealed; provided that this Section shall not be applicable to the
Loan Resolution (Form FmHA 442-47) or the Prior Resolutions.

CH4978466.2 30



Section 7.06. Table of Contents and Headings. The Table of Contents and headings
of the articles, sections and subsections hereof are for convenience only and shall neither control nor
affect in any way the meaning or construction of any of the provisions hereof.

Section 7.07. Covenant of Due Procedure, Efc. The Issuer covenanis that all acts,
conditions, things and procedures required to exist, to happen, 0 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 manper as required by and in full compliance with the laws and
Constitution of the State of West Virginia applii:able 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 quatified for such office.

Section 7.08. Effective Date. This Resolution shall take effect immediately upon its

adoption.

[Remainder' of Page Intentionally Blank]
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Adopted this 22nd day of September, 2009.

DANESE PUBLIC SERVICE DISTRICT

iy Toohend 1aea

Its: Chairman
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board of
DANESE PUBLIC SERVICE DISTRICT on the 22nd day of September, 2009.

. Dated: September 24, 2009.

[SE_;&L]

09,04,08
210780.00001
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DANESE PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF DANESE PUBLIC SERVICE
DISTRICT, AND THE FINANCING OF THE COST, NOT
OTHERWISE - PROVIDED THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$692.000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2002 A (UNITED
STATES DEPARTMENT OF AGRICULTURE); DEFINING
AND PRESCRIBING THE TERMS AND PROVISIONS OF
THE BONDS; PROVIDING GENERALLY FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE HOLDER
OF THE BONDS; AND PROVIDING WHEN THIS
RESOLUTION SHALL TAKE EFFECT

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

ARTICLEI
STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS
Section 1.01. Authority for this Resolution. This Resolution is adopted

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

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

A.  The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, construct, operate and maintain certain additional public
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service properties consisting of additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be
owned and operated by the Issuer.

B. Tt is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of new public water
distribution facilities in Fayette County, and all necessary appurtenant -facilities (the
"Project"), particularly described in and according to the plans and specifications prepared
by the Consulting Engineer and heretofore filed in the office of the Secretary of the Public
Service Board (the "Governing Body") of the Issuer. The existing waterworks facilities of
the Issuer, together with the Project and any further additions, improvements or extensions
thereto, are herein called the "System." The acquisition and construction of the Project and
the financing hereby authorized and provided for are pubtic purposes of the Issuer and are
ordered for the purpose of meeting and serving public convenience and necessity.

C.  The estimated revenues to be derived in each year from the operation of
the System after completion of the Project will be sufficient to pay all costs of operation and
maintenance of the System, the principal of and interest on the Bonds (hereinafter defined)
and all funds and accounts and other payments provided for herein.

D.  The estimated maximum cost of the acquisition and construction of the
Project is $1,564,000, of which $692,000 will be obtained from the proceeds of sale of the
Series 2002 A Bonds herein authorized, $300,000 will be obtained from a grant from the
Purchaser, a subsequent RUS grant in the amount of $72,000, and $500,000 will be obtained
from a grant from the West Virginia Infrastructure and Jobs Development Council.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 2002 A (United States Department of Agriculture), in the aggregate principal amount
of $692,000 (the "Series 2002 A Bonds"), to finance a portion of the cost of such acquisition
and construction in the manner hereinafter provided. The cost of such acquisition and
construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the cost of all property rights, easements and franchises deemed
necessary or convenient therefor and for the improvements and extensions thereto; interest
on the Series 2002 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other Xpenses necessary ot incident to determining the feasibility
or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
of the properties and the placement of same in operation; provided that, reimbursement to the
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[ssuer for any amounts expended by it for the repayment of indebtedness incurred for costs
of the Project by the Issuer shall be deemed costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 2002 A Bonds as to liens, pledge and source of and security for
payment, being the Water System Revenue Bonds, Series 1970, dated April 28, 1970, issued
in the original aggregate principal amount of $275,000 and the Water Revenue Bonds,
Series 1971, dated December 8, 1971, issued in the original aggregaté principal amount of
$73,000 (the "Prior Bonds"). Other than the Prior Bonds, there are no other outstanding
bonds or obligations of the Issuer which rank prior to or on a parity with the Series 2002 A
Bonds as to liens, pledge and/or source of and security for payment.

The Issuer is not in default under the terms of the Prior Bonds; or the
resolutions authorizing issuance of the Prior Bonds or any document in connection therewith,
and has complied with all requirements of all the foregoing with respect to the issuance of
parity bonds or has obtained a sufficient and valid consent or waiver thereof.

H.  Itisin the best interest of the Issuer that the Series 2002 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated
December 17, 1698, and all amendments thereto, if any (collectively, the “Letter of
Conditions").

L. The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
Series 2002 A Bonds, or will have so complied prior o issuance of the Series 2002 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
convenience and necessity and approval of the financing and necessary user rates and charges
from the Public Service Cornmission of West Virginia by final order, the time for rehearing
and appeal of which have expired or shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. Inconsideration of
the acceptance of the Series 2002 A Bonds by those who shall be the Registered Owner of
the same from time to time, this Resolution (the "Bond Legislation") shall be deemed to be
and shall constifute a contract between the Issuer and such Registered Owner, and the
covenants and agreements set forth herein to be performed by the Issuer shall be for the
benefit, protection and security of the Registered Owner of the Series 2002 A Bonds.
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Section 1.04. Definitions. In addition to capitalized terms defined
elsewhere herein, the following terms shall have the following meanings herein unless the text
otherwise expressly requires:

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

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

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

"Bonds" means, collectively, the Series 2002 A Bonds and the Prior Bonds.

"Chairman” means the Chairman of the Governing Body.

"Commission” means the West Virginia Municipal Bond Commission, formeriy
known as the State Sinking Fund Commission, or any other agency of the State of West
Virginia that succeeds to the functions of the Commission.

"Consulting Engineer" means Stafford Consultants, Inc., Princeton, West
Virginia, or any qualified engineer or firm of engineers which shall at any time hereafter be
retained by the Issuer as Consulting Engineer for the System.

"Depository Bank" means Branch Banking and Trust Company, Qak Hill,
West Virginia, a bank or trust company which is a member of FDIC (herein defined), and
its successors and assigns.

vRacilities” or "waterworks facilities” means all the tangible properties of the
Systern 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.

“EDIC" means the Federal Deposit Insurance Corporation.

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

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

"Government Obligations” means direct obligations of, or obligations the
principal of and interest on which are guaranteed by, the United States of America.
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"Grants® means, collectively, all grants committed for the Project.
"Herein" or "herein" means in this Bond Legislation.

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

"I_etter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated December 17, 1998, and all amendments thereto, if any.

"Minimum Reserve" means, as of any date of calculation, the maximum amount
of principal and interest which will become due on the Series 2002 A Bonds in the then
current or any succeeding year.

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

"Operating Expenses" means the current expenses, paid or accrued, of operation
and maintenance of the Project and the System and its facilities, and includes, without
limiting the generality of the foregoing, insurance premiuims, salaries, wages and
administrative expenses of the Issuer relating and chargeable solely to the Project and the
System, the accumulation of appropriate reserves for charges not annually recurrent but
\x;hich are such as may reasonably be expected to be incurred, and such other reasonable
operating costs as are normally and regularly included under recognized accounting principles
and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses stated
above for the current year as working capital, and language herein requiring payment of
Operating Expenses means also retention of not to exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bonds and into all funds and
accounts have been made to the last monthly payment date prior to the date of such retention.

"prior Bonds" means, collectively, the Water System Revenue Bonds,
Series 1970, and Water Revenue Bonds, Series 1971, of the Issuer described in
Section 1.02G hereof.

"Prior Resolutions" means, collectively, the resolutions of the Issuer,
respectively adopted April 28, 1970, authorizing the issuance of the Water System Revenue
Bonds, Series 1970, and adopted December 8, 1971, authorizing the issuance of the Water
Revenue Bonds, Series 1971,

"Project” shall have the meaning stated in Section 1.02B above.
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"purchaser” or "Government" means United States Department of Agriculiure,
Rural Utilities Service, and any successor thereof, acting for and omn behalf of the
United States of America.

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

(a) Goirernment Obligations,

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

Coupons stripped from Government Obligations;

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

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

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

(g) Repurchase agreements, fulty 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 coliateral, 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 West Virginia Code of 1931, as
amended; and

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

"Registered Owners,” "Bondholders, " "Holders of the Bonds" or any similar

term means any person who shall be the registered owner of the Bonds.

Legislation.

or instrumentality thereof in con

"Resolutions" means, collectively, the Prior Resolutions and 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
frol of the management and operation of the Systern, from
the operation of the System, and all parts thereof, all as calculated

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

"Series 2002 A Bonds" means the Water Revenue Bonds, Series 2002 A (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation.

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

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

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $1,564,000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 2002 A Bonds hereby authorized shall be
applied as provided in Article IV hereof.

CH506818 .1



ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 2002 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2002 A (United States Department of Agriculture)”, are
hereby authorized to be issued in the principal amount of $692,000, for the purpose of
financing a portion of the cost of the acquisition and construction of the Project.

Section 3.02. Description of Bonds. The Series 2002 A Bonds shall be
issued in single form, numbered AR-1, only as a fully registered Bond, and shall be dated the
date of delivery thereof. The Series 2002 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.5% per annum, and shall be sold for the par value
thereof.

The Series 2002 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as
provided in the respective Bond forms bereinafter set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 2002 A Bonds shall be and have all the qualities and incidents of a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but
the Series 2002 A Bonds, and the right to principal of and stated interest on the Series 2002 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursnant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 2002 A Bonds for cancellation, accompanied by delivery of a written instrument of

transfer, duly executed in a form acceptable to the Bond Registrar.

Whenever the Series 2002 A Bonds shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a new Bond or Bonds in authorized
denorninations, for a like aggregate principal amount. The Bond Registrar shall require the
payment by the new owner requesting such transfer of any tax or other governmental charge
required to be paid with respect to such transfer, but the Issuer shall pay any other expenses
incurred by the Bond Registrar with respect 1o such transfer.

No registration of transfer of the Series 2002 A Bonds shall be permitted to be
made after the 15th day next preceding any installment payment date on the Series 2002 A
Bonds.
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Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 2002 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2002 A Bonds initially issued pursuant hereto and register the transfer, or cause to be
registered by its agent, on such books, the transfer of the Series 2002 A Bonds as
hereinbefore provided.

The Bond Registrar shail accept the Series 2002 A Bonds for registration or
transfer only if ownership thereof is to be registered in the name of the Purchaser, an
individual (including joint ownership), a corporation, a partnership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federal employer identification number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
information as may be required by law. The Series 2002 A Bonds shall initially be fully
registered as to both principal and interest in the name of the United States of America. So
long as the Series 2002 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, St. Louis, Missouri 63103, or such other address as shall be stated
in writing to the Issuet by the United States of America.

Section 3.05. Execution of Bonds. The Series 2002 A Bonds shall be
executed in the name of the Issuer by the Chairman and its corporate seal shall be affixed
thereto and attested by the Secretary. In case any one or more of the officers who shall have
signed or sealed the Series 2002 A Bonds shall cease to be such officer of the Issuer before
the Series 2002 A Bonds so signed and sealed have been actually sold and delivered, such
Bonds may nevertheless be sold and delivered as herein provided and may be jssued as if the
person who signed or sealed such Bonds had not ceased to hold such office. The
Series 2002 A Bonds may be signed and sealed on behalf of the Issuer by such person as at
the actual time of the execution of such Bonds shall hold the proper office in the Issuer,
although at the date of such Bonds such person may not have held such office or may not
have been so authorized.

Section 3.06. Bonds Mutilated, Destroyed. Stolen or Lost. In case the
Series 2002 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may
in its discretion issue and deliver a new Bond of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bonds or in lieu of
and substitution for the Bonds destroyed, stolen or lost, and upon the holder's furnishing the
Issuer proof of his ownership thereof and complying with such other reasonable regulations
and conditions as the Issuer may require. The Series 2002 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2002 A Bonds shall have
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matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Ronds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 2002 A Bonds shall be secured forthwith by a first lien on
the Net Revenues derived from the System, on a parity with the Prior Bonds. The Net
Revenues derived from the System in an amouni sufficient to pay the principal of and interest
on the Series 2002 A Bonds and the Prior Bonds, and to make the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 2002 A Bonds and the Prior Bonds as the same become due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the Series 2002 A Bonds and the other details thereof shall be of substantially the following
tenor, with such omissions, insertions and variations as may be authorized or permitted
hereby or by any resolution adopted after the date of adoption hereof and prior to the
issuance thereof:
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(FORM OF BOND)

DANESE PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2002 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$692,000

No. AR-1 Date:

FOR VALUE RECEIVED, DANESE PUBLIC SERVICE DISTRICT (herein
called "Borrower") promises to pay to the order of the United States of America (the
"Government"), or its registered assigns, at its National Finance Office, St. Louis, Missouri
63103, or at such other place as the Government may hereafter designate in writing, the
principal sum of SIX HUNDRED NINETY-TWO THOUSAND DOLLARS ($692,000),
plus interest on the unpaid principal balance at the rate of 4.5% per annum. The said
principal and interest shall be paid in the following installments on the following dates:
Monthly installments of interest only, commencing 30 days following delivery of the Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $3,177, covering principal and interest, thereafter on said corresponding day of
each month, except that the final installment shall be paid at the end of 40 years from the date
of this Bond, in the sum of the unpaid principal and interest due on the date thereof, and
except that prepayments may be made as provided hereinbelow. The consideration herefor
shall support any agreement modifying the foregoing schedule of payments.

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

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

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

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government to
the holder promptly or, except for final payment, be retained by the Government and
remitted to the holder on either a calendar quarter basis or an annual installment due date
basis. The effective date of every payment made by Borrower, except payments retained and
remitted by the Government on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Government remits the payment to the holder.
The effective date of any prepayment retained and remitted by the Government to the holder
on an annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the
effective date of any such prepayment and the date of the Treasury check to the holder.

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

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

This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of additions, extensions and improvements to the waterworks system (the "System”) of the
Borrower, is payable solely from the revenues to be derived from the operation of the System
after there have been first paid from such revenues the reasonable current costs of operation
and maintenance of the Systern. This Bond does not in any manner constitute an indebtedness
of the Borrower within the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its atiorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolutions and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
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denomination or denominations, for the like principal amount, will be issued to the transferee
in exchange herefor.

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

‘ This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the *Act"), and a Resoltion of the Borrower duly
adopted , 2002, authorizing issuance of this Bond (the "Resolution”).

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE FOLLOWING WATER
REVENUE BONDS OF THE BORROWER:

(i) WATER SYSTEM REVENUE BONDS, SERIES 1970, DATED
APRIL 28, 1970, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$275,000, AND DESCRIBED IN THE RESOLUTION; AND

(i) WATER REVENUE BONDS, SERIES 1971, DATED DECEMBER 8,
1971, IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $73,000, AND
DESCRIBED IN THE RESOLUTION.

CHE0681E.1
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IN WITNESS WHEREOF, DANESE 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.

DANESE PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official)

Drawer C
P. O. Box No. or Street Address)

Danese, West Virginia 25831
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary, Public Service Board
(Title of Executive Official)

CE506818.1
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(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1)__$ 19§
2) .8 20) %
(3§ 1 $
@ $ 22) $
% (23). §
6y _ 3 (24)__$
78 25 $
8.3 (26) §
9 __$ QN %
(10)._$ (28)_$§
an_$ (29) $
(12) $ (30) %
(13) _§ 31 3
(14) $ 32§
(15) % (33) §
(16 _$ (34) %
an_$% (35 §
(18) $ (36) §

TOTAL $
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(Form of Assignment)

ASSIGNMENT

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

the within Bond and ,does hereby irrevocably —constitute and appoint

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

Dated:

In the presence of: -

CH506818.1
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ARTICLE IV

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

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

(1) Revenue Fund (established by the 1970 Resolution); and

(2)  Project Construction Account.

B. Establishment of Funds and Accounts with Comiission. The following
special funds or accounts are created with (or continued if previously established by the Prior

Resolutions) and shall be held by the Commission, separate and apart from all other funds
or accounts of the Commission and from each other:

(1)  Depreciation Reserve (established by the 1970 Resolution); and
(2)  Series 2002 A Bonds Reserve Account,

Section 4.02. RBond Proceeds; Project Construction Account. The

proceeds of the sale of the Series 2002 A Bonds shall be deposited upon receipt by the Issuer

" in the Project Construction Account. The monies in the Project Construction Account in

excess of the amount insured by FDIC shall be secured at all times by the Depository Bank

by securities or in a manner lawful for the securing of deposits of State and municipal funds

under West Virginia law. Monies in the Project Construction Account shall be expended by
the Issuer solely for the purposes provided herein.

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

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 2002 A Bonds if there are not sufficient Net Revenues to make such
monthly payment.
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Pending application as provided in this Section 4.02, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Investments.

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

Section 4.03. Covenants of the Issuer as to System Revenues and Funds.
So long as any of the Series 2002 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2002 A Bonds Resetve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2002 A Bonds remaining unpaid, together with interest accrued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 2002 A Bonds as follows:

A. REVENUEFUND. The entire Gross Revenues derived from the
operation of the System, and all parts thereof, and all Tap Fees received, shalt
be deposited as collected by the Issuer in the Revenue Fund. The Revenue
Fund shall constitute a trust fund for the purposes provided in the Resolutions
and shall be kept separate and distinct from all other funds of the Issuer and the
Depository Bank and used only for the purposes and in the manner provided in
the Resolutions.

B. DISPOSITION OF REVENUES. All Revenues at any time on
deposit in the Revenue Fund shall be disposed of only in the following order
and priority, subject to the provisions of the Prior Resolutions not otherwise
modified herein:

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

(2)  The Issuer shall next, each month, on or before the
due date of payment of each instaliment on the Prior Bonds and
the Series 2002 A Bonds, transfer from the Revenue Fund and
remit (i) to the Commission, the amounts required by the Prior
Resolutions into the Series 1970 Sinking Fund and the Series 1971
Sinking Fund for payment of interest and principal of the
Series 1970 Bonds and Series 1971 Bonds; and (ii) to the National
Finance Office, the amounts required to pay the interest on the
Series 2002 A Bonds and to amoriize the principal of the
Series 2002 A Bonds over the life of the Bond issue. All
payments with respect to principal of and interest on the Prior

CH506818.1
20



CH505818.1

Ronds and the Series 2002 A Bonds shall be made on an equal pro
rata basis in accordance with the respective aggregate principal
amounts thereof outstanding and on a parity with each other.

(3)  The Issuer shall next, on the first day of each month,
transfer from the Revenue Fund and remit (i) to the Commission
for deposit into the Series 1970 Reserve Account and Series 1971
Reserve Account the amount required by the Prior Resolutions;
and (ii) beginning on the date specified by the Purchaser, but in
any event not later than the 24th monthly anniversary of the
Closing Date, and continuing on each monthly anniversary of the
Closing Date thereafter, transfer from the Revenue Fund and
remit to the Commission for deposit into the Series 2002 A Bonds
Reserve Account, an amount equal to 0.4167 % of the Minimum
Reserve, until the amount in the Series 2002 A Bonds Reserve
Account equals the Minimum Reserve; provided that, no further
payments shall be made into the Series 2002 A Bonds Reserve
Account when there shall have been deposited therein, and as
Jong as there shall remain on deposit therein, an amount equal to
the Minimum Reserve. Monies in the Series 2002 A Bonds
Reserve Account shall be used solely to make up any deficiency
for monthly payments of the principal of and interest on the Series
2002 A Bonds to the National Finance Office as the same shall
become due or for prepayment of installments on the Series
2002 A Bonds, or for mandatory prepayment of the Series 2002 A.
Bonds as hereinafter provided, and for no other purpose;
provided, however, earnings from monies in the Series 2002 A
Bond Reserve Account, so long as the Series 2002 A Bonds
Reserve Requirement is on deposit and maintained therein, shall
be returned not less than once each year, by the Comimission to
the Tssuer, to be deposited in the Revenue Fund.

4) The Issuer shall next on the first day of each
month, transfer from the Revenue Fund and remit to the
Commission for the deposit in the Depreciation Reserve (i) the
amounts required by the Prior Resolutions; (ii) beginning on the
date specified by the Purchaser, but in any event not later than the
12th monthly anniversary of the Closing Date, and continuing on
each monthly anniversary of the Closing Date thereafter, an
amount equal to 0.4167% of the Minimum Reserve, until the
amount in the Series 2002 A Bonds Reserve Account equals the
Minimum Reserve, and thereafter, 0.8334% of the Minimum
Reserve, so long as the Series 2002 A Bonds are outstanding;
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provided, however, that in the event Revenues are insufficient to
fund the Series 2002 A Bonds Reserve Account in accordance
with Section 4.04B above, or a withdrawal of funds from the
Series 2002 A Bonds Reserve Account is made, payment of
Revenues into the Renewal and Replacement Fund as provided in
this Section 4.04B shall not be made, but instead Revenues shall
be applied to the replenishment of the Series 2002 A Bonds
Reserve Account until such deficiency is cured, at which time
payments into the Renewal and Replacement Fund as provided in
this Section 4.04B shall resume. Monies in the Renewal and
Replacement Fund shali be used first to make up any deficiencies
for monthly payments of interest on and principal of the Series
2002 A Bonds as the same become due, and next to restore to the
Series 2002 A Bonds Reserve Account any sumi OT sums
transferred therefrom. Thereafter, and provided that payments
are current and in accordance with the foregoing provisions,
monies in the Renewal and Replacement Fund may be withdrawn
by the Issuer and used for replacements, repairs, improvements
or extensions to the System.

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

Whenever the money in the Series 2002 A Bonds Reserve Account shall
be sufficient to prepay the Series 2002 A Bonds in full, it shall be the
mandatory duty of the Issuer, anything to the contrary herein notwithstanding,
to prepay the Series 2002 A Bonds at the earliest practical date and in
accordance with applicable provisions hereof.

The Depository Bank is hereby designated as the Fiscal Agent for the
administzation of the Series 2002 A Bonds Reserve Account and the
Depreciation Reserve as herein provided, and ail amounts required for the
Series 2002 A Bonds Reserve Account and the Series 2002 A Depreciation
Reserve will be deposited therein by the Issuer upon transfers of funds from the
Revenue Fund at the times provided herein, together with written advice stating
the amount remitted for deposit into each such fund. '

The Revenue Fund, the Series 2002 A Bonds Reserve Account and the

Series 2002 A Depreciation Reserve shail constitute trust funds and shall be
used only for the purposes and in the order provided herein, and until so used,
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the Purchaser shall have a lien thereon for further securing payment of the
Series 2002 A Bonds and the interest thereon.

If on any payment date the Revenues are insufficient to make the

- payments and transfers as hereinabove provided, the deficiency shall be made

up in the subsequent payments and transfers in addition to those which would
otherwise be required to be made on the subsequent payment dates.

Principal, interest or reserve payments, whether made for a deficiency
or otherwise, shall be made on a parity and pro rata, with respect to the
Series 2002 A Bonds and the Prior Bonds, in accordance with the respective
principal amounts then Outstanding.

Subiject to the Prior Resolutions, the Commission, at the direction of the
Issuer, shall keep the monies in the Series 2002 A Bonds Reserve Account and
the Depreciation Reserve invested and reinvested to the fullest extent possible
in accordance with applicable law, and to the exient practicable, in Qualified
[nvestments 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 Investment
Management Board. Any investment shall be held in and at al] times deemed
a part of the fund or account in which such monies were originally heid, and
interest accruing thereon and any profit or loss realized from such investment
shall be credited or charged to the appropriate fund or account. Earnings from
monies in the Series 2002 A Bonds Reserve Account, so long as the Minimum
Reserve is on deposit and maintained therein, shall be paid anpually into the
Revenue Fund by the Commission.

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

D.  USER CONTRACTS. The Issuer shall, prior to delivery of the
Series 2002 A Bonds, provide evidence that there will be at least 538 bona fide
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users upon the Project on completion, in full compliance with the requirements
and conditions of the Purchaser.

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

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

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

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

Section 4.04. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 2002 A Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $692,000 (the "Notes"). The Notes shall be in the
form of a line of credit from a commercial bank or other lender, and the Issuer is hereby
authorized to enter into the credit agreement with such commercial bank or other lender. The
Notes shall bear interest from the date or dates, at such rate or rates, payable on such dates
and shall mature on such date or dates and be subject to such prepayment or redemption, all
as provided in the credit agreement.

The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Series 2002 A Bonds or the Grants. The Notes do not
and shall not constitute an indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions. The general funds of the Issuer are not liable, and neither the full
faith and credit nor the taxing power of the Issuer, if any, is pledged for the payment of the
Notes. The Holders of the Notes shall never have the right to compel the forfeiture of any
property of the Issuer. The Notes shall not be a debt of the Issuer, nor a legal or equitable
pledge, charge, lien or encumbrance upon any property of the Issuer or upon any of its
income, receipts or revenues except as set forth herein.
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2002 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 2002 A
Ronds Reserve Account a sum sufficient to prepay the entire principal of the Series 2002 A
Bonds remaining unpaid, together with interest accrued and to accrue thereon to the date of
prepayment, the covenants and agreements contained herein shall be and constitute valid and
legally binding covenants between the Issuer and the Holder of the Series 2002 A Bonds.

Section 5.072. Rates. The Issuer will, in the manner provided in the Act,
fix and coliect such rates, fees or other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
annual debt service on the Series 2002 A Bonds and the Prior Bonds and sufficient to make
the payments required herein into all funds and accounts and all the necessary expenses of
operating and maintaining the System during such Fiscal Year and such rates, fees and other
charges shall not be reduced so as to be insufficient to provide adequate Revenues for such
purposes.

Section 5.03. Sale of the System. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 2002 A Bonds are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

Section 5.04. Issuance of Additional Parity Bonds or Obligations. No
Parity Bonds shall be issued at any time, however, unless there has been procured and filed
with the Secretary a written statement by the Independent Certified Public Accountants,
reciting the conclusion that the Net Revenues for the Fiscal year following the year in which
such Parity Bonds are to be issued shall be at least 120% of the average annual debt service
requirements on the following:

(1)  The Bonds Outstanding;

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

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

No additional Parity Bonds or obligations payable out of any of the Revenues
of the System shall be issued, except with the prior written consent of the Purchaser.
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The foregoing limitation may be waived or modified by the written consent of
the Holders of the Prior Bonds.

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 2002 A Bonds remain outstanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in
the following amounts:

(a)  Fire, Lightning, Vandalism, Malicious Mischief and
Extended Coverage Insurance, to be procured upon acceptance of
any part of the Project from the contractor, and immediately upon
any portion of the System now in use, on all above-ground
structures of the System and mechanical and electrical equipment
in place or stored on the site in an amount equal to the full
insurable value thereof. In the event of any damage to OF
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 Tequire each contractor and
subcontractor to, obtain and maintain builder’s risk insurance to
protect the interests of the Issuer during construction of the
Project in the full insurable value thereof.

(b)  Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the TIssuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Series 2002 A Bonds.

(¢}  Vehicular Public Liability Insurance, in the event the
Issuer owns or operates any vehicle in the operation of the
System, or in the event that any vehicle not owned by the Issuer
is operated at any time or times for the benefit of the Issuer, with
Jimits of not less than $500,000 for one or mor¢ 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.
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(dy Workers' Compensation _Coverage _for All
Emmlovees of the District Eligible Therefor and Performapce and
Payment Bonds, such bonds to be in the amounts of 100% of the
construction contract, will be required of each prime contractor,
and such payment bonds have been of will be filed with the Clerk
of the County Commission of said County prior to
commencement of construction of the Project in compliance with
West Virginia Code Section 38-2-39. Workers' compensation
coverage shall be maintained as required by the laws of the State
of West Virginia. '

(e) Flood Insurance to be procured, to the extent
available at reasonable cost to the Issuer; however, if the System
is located in a community which has been notified as having
special flood or mudslide prone areas, flood insurance must be
obtained.

(f)  Fidelity Bonds will be provided as to every member
of the Governing Body and as to every officer and employee
thereof having custody of the Revenue Fund or of any revenues
ot other funds of the Issuer in an amount at least equal to the total
funds in the custody of any such person at any one time, and
initially in the amount of $50,000 upon the treasurex, provided,
however, that nio bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of a representative of the Purchaser.

(2) Provided, however, and in lien of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 2002 A
Bonds are outstanding, the Issuer will carry insurance and bonds
or cause insurance and bonds to be carried for the protection of
the Issuer, and during such construction will require each
contractor and subcontractor to carry insurance, of such types and
in such amounts as the Purchaser may specify, with insurance
cartiers or bonding companies acceptable 0 the Purchaser,

Section 5.06. Statutorv Mortgage Lien. For the further protection of the
Holder of the Series 2002 A Bonds, a statutory mortgage lien upon
created by the Act, on a parity with the
recognized and declared to be valid an
delivery of the Serjes 2002 A Bonds.
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Section 5.07. Events of Default. Each of the following events is hereby
declared an "Event of Default”:

(a) Failure to make payment of any monthly
amortization installment upon the Series 2002 A Bonds at the date
specified for payment thereof; and

(b)  Failure to duly and punctnally observe or perform
any of the covenants, conditions and agreements on the part of the
Issuer contained in-the Series 2002 A Bonds or herein, or
violation ‘of or failure to observe any provision of any pertinent
law.

Section 5.08. Enforcement. Upon the happening of any Event of Default
specified above, then, and in every such case, the Purchaser may proceed to protect and
enforce its rights by an appropriate action in any court of competent jurisdiction, either for
the specific performance of any covenant or agreement, or execution of any power, or for
the enforcement of any proper legal or equitable remedy as shall be deemed most effectual
to protect and enforce such rights; provided that prior to the Purchaser taking any action
regarding any security interest or the lien security the Series 2002 A Bonds, the Purchaser
will provide written notification to GMAC Commercial Mortgage Corporation ("GMAC™)
at 200 Witmer Road, Horsham, PA 19044-8015, or any other address that GMAC may
provide. The notice must contain 2 description of the event of default and actions intended
to be taken as a result of such default.

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 50 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 1o
collect and receive all revenues and apply the same in such manner as the court may direct.

Section 5.09. Fiscal Year; Budget. While the Series 2002 A Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be
operated and maintained on a Fiscal Year basis commencing on July 1 of each year and
ending on the following June 30, which period shall also constitute the budget year for the
operation and maintenance of the Systemn. Not later than 30 days prior to the beginning of
each Fiscal Year, the Issuer agrees to adopt the Annual Budget for the ensuing year, and no
expenditures for operation and maintenance expenses of the System in excess of the Annual
Budget shall be made during such Fiscal Year unless unanimously authorized and directed
by the Governing Body. Copies of each Apnual Budget shall be delivered to the Purchaser
by the beginning of each Fiscal Year.
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If for any reason the Issuer shall not have adopted the Annual Budget before the
1st day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year preceding by more than
10%; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
Expenses shall be mailed immediately to the Purchaser.

Section 3.10. Compensation of Members of Governing Body. The Issuer
hereby covenants and agrees that no compensation for policy direction shall be paid to the

members of the Governirig Body in excess of the amount permitted by the Act. Payment of
any compensation to any such member for policy direction shall not be made if such payment
would cause the Net Revenues to fall below the amount required to meet all payments
provided for herein, nor when there is default in the performance of or compliance with any
covenant or provision hereof.

Section 5.11. Covenant to Proceed and Complete. The Issuer hereby
covenants to proceed as promptly as possible with the acquisition and construction of the
Project to completion thereof in accordance with the plans and specifications prepared by the
Consulting Engineer on file with the Secretary on the date of adoption hereof, subject to
permitted changes.

Section3.12. Books and Records; Audits. The Issuer will keep books and
records of the System, which shall be separate and apart from all other books, records and
accounts of the Issuer, in which complete and correct entries shail be made of all transactions
relating to the System, and the Purchaser shall have the right at all reasonable times to inspect
the System and all records, accounts and data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said books, records and accounts
of the System to be properly audited by an independent competent firm of certified public
accountants and shall mail a copy of such audit report to the Purchaser. The Issuer shall
further comply with the Act with respect to such books, records and accounts.

Section 5.13. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the Systermn as a
revenue-producing utility as herein provided so long as the Series 2002 A Bonds are
outstanding.

Section 5.14. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the System within its boundaries or within the territory
served by it and will not grant or cause, consent (o or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,
agency or instrumentality whatsoever to provide any of the services supplied by the System
within the boundaries of the Issuer or within the territory served by the System.
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ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges: Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on June 6, 2002, Case No. 02-0059-
PWD-CN, which Final Order is incorporated herein by reference as a part hereof.

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

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

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

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

F. The Issuer, to the extent permitted by law, will not accept payment of any
water hill 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.

CHS506B1B.1
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ARTICLE VII

MISCELLANEOUS

Section 7.01. Pavment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2002 A Bonds, the principal of and interest due
or to become due thereon, at the times and in the manner stipulated therein and in this Bond

Legislation, then with respect to the Series 2002 A Bonds, the pledge of Net Revenues and
other monies and securities pledged under this' Bond Legislation and all covenants,
agreements and other obligations of the Issuer to the Registered Owner of the Series 2002 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

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

Sectjon7.03. Delivery of Bonds. The Chairman, Secretary and Treasurer

of the Governing Body are hereby authorized and directed to cause the Series 2002 A Bonds,
hereby awarded to the Purchaser pursuant to prior agreement, to be delivered to the
Purchaser as soon as the Purchaser will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements oI provisions hereof should be held contrary to any €xpress
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 remajning covenants, agreements or provisions hereof, and shall in no way affect
the validity of ail the other provisions hereof or the Series 2002 A Bonds.

Section7.05. Conflictine Provisions Repealed. The Prior Resolutions and
all parts thereof not expressly hereby changed shall continue in full force and effect and this
Bond Legislation shall be supplementa] to the Prior Resolutions.

All resolutions and orders, or parts thereof, in conflict with the provisions
hereof are, to the extent of such conflicts, hereby repealed; provided that this Section shall
not be applicable to the Loan Resolution (Form FmHA 442-47).

Section 7.06. 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.

CH505818.1
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Section 7,07. Covenant of Due Procedure. Bic. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to happen, to be performed or
to be taken precedent to and in the adoption of this Resolution do exist, have happened, have
been performed and have been taken in regular and due time, form and manner as required
by and in full compliance with the laws and Constitution of the State of West Virginia
applicable thereto; and that the Chairman, Secretary and members of the Governing Body
were at all times when any actions in connection with this Resolution occurred and are duly
in office and duly qualified for such office.

Section 7.03. . Effective Time. This Resolution shall take effect
immediately upon its adoption.

Adopted this 20th day of August, 2002.

DANESE PUBLIC SERVICE DISTRICT

DA R OVN

Chairman

CH506818,1
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of DANESE PUBLIC SERVICE DISTRICT on the 20th day of August, 2002.

Dated: August 22, 2002,

[SEAL} J ﬂ M/x
(LELRIED N ‘
* U

e

Secretary

08/15/02
210780.99001
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DANESE PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2002 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$692,000
No. AR-1 Date: August 22, 2002

e ' FORVALUERECEIVED, DANESE PUBLIC SERVICE DISTRICT (berein
called "Borrower") promises to pay to the order of the United States of America (the
nCyovernment"), or its registered assigns, at its National Finance Office, St. Louis, Missouri
63103, or at such other place as the Government may hereafter designate in writing, the
principal sum of STX HUNDRED NINETY-TWO THOUSAND DOLLARS ($692,000),
plus interest on the unpaid principal balance at the rate of 4.5% per annum. The said
principal and interest shall be paid in the following installents o0 the following dates:
Monthly instailments of interest only, commencing 30 days following delivery of the Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $3,177, covering principal and interest, thereafter on said corresponding day of
each month, except that the final installment shall be paid at the end of 40 years from the date
of this Bond, in the sum of the unpaid principal and interest due on the date thereof, and
except that prepayments may be made as provided hereinbelow. The consideration herefor
shall support any agreement modifying the foregoing schedule of paymwents.

: If the total amount of the loan < not advanced at the time of 1oan closing, the
joan shall be advanced to Borrower as requested by BOITOWET and approved by the
Government and interest ghall 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 1o interest computed to the effective date of the payment and then to principal.

Prepayments of scheduled installments, Or any portion thereof, may be made
at any time at the option of Borrower. Refunds and exira 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 t0 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.

. .CHS543536.1




While this Bond is held by an insured lender, prepayments’ as above
anthorized 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 Governinent on an anmual installment due date basis,
shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the
Government to the holder on an annual installment due date basis shall be the date of the
prepayment by Borrower and the Government will pay the interest to which the holder is
entitled accruing between the effective date of any such prepayment and the date of the
Treasury check to the holder.’ '

Any amoust advanced or expelided by the Government for the collection
hereof or to preserve oOr 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 Govermment 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 fo
the Government without demand. Borrower agrees to use the loan evidenced hereby solely
for purposes authorized by the Government. '

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

purposes and periods of time.

This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for finpancing costs
of additions, extensions and improvements to the waterworks system (the *System") of the
Borrower, is payable solely from the revemues to be derived from the operation of the System
after there have been first paid from such revenues the reasonable current costs of operation
and maintenance of the System.. This Bond does not in any manner constitute an indebtedness

~ of the Borrower within the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolutions and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
denomination or denominations, for the like principal amount, will be issued to the transferee-

in exchange herefor. :

CH543536.1



This Bond, under the provisions of the Act, is and has all the gualities and
incidents of a negotiable iristrument 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 fill compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter-16, Arficle 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted August 20, 2002, authorizing issuance of this Bond (the "Resolution”).

If at any time it shall appear o the Government that Borrower may be able
to obtain a loan from a responsible cooperative or private credit source at reasonable rates
and terms for loans for similar purposes and periods of time, Borrower will, at the
Government's request, apply for and accept quch loan in sufficient amount to Tepay the
Government. ‘

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE FOLLOWING WATER .
REVENUE BONDS OF THE BORROWER: '

: @ WATER SYSTEM REVENUE BONDS, SERIES 1970, DATED
APRIL 28, 1970, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$275,000, AND DESCRIBED IN THE RESOLUTION; AND

() - WATER REVENUE BONDS, SERIES 1971, DATED

DECEMBER 8, 1971, IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$73,000, AND DESCRIBED IN THE RESOLUTION.

CH543536.1



IN WITNESS WHEREOF, DANESE 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.

DANESE PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]
) !
A.‘ T/ N sl y
- . Chairman, Public Service Board
e Drawer C
- Danese, West Virginia 25831
ATTEST

Aouifdy
Secretary, Public Service Board

CH543536.1



RECORD OF ADVANCES

AMOUNT ’ AMOUNT DATE

DATE

@ 8 ‘ ey $.. - .

@ s o s |
© 8 . (23) $ | -
@_$ 04 8 | |
8) - 26 ' '
© __$ Qn_s
10 28
1 29
12 30
13 31
14 32
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TOTAL $
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' ASSIGNMENT

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

hereby irrevocably constitute and appoint
, Attorney to transfer the said Bond on the books kept .

gistration of the. Wit_hin Bond of the said Issuer with full power of substitution in the

the within Bond and does

for re
premises.

Dated: ) ' .

in the presence of:

08/L5H2 -
210780.99001
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USDA mamis

——
Development

United States Department of Agriculture
Rural Development
West Virginia State Office

September 24, 2009

Danese Public Service District
Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

The undersigned duly authorized representative of the United States of
America, acting through the Rural Utilities Service, United States Department of
Agriculture, the present holder of the Prior Bonds, hereinafter defined and described,
hereby (a) consents to the issuance of the Water Revenue Bonds, Series 2009 A (United
States Department of Agriculture), in the original aggregate principal amount of
$1,351,000 ( the “Bonds™), by Danese Public Service District (the “Issuer”), under the
terms of the bond resolution authorizing the issuance of the Bonds (the “Resolution™), on
a parity, with respect to liens, pledge and source of and security for payment, with the
Issuer’s outstanding Water Revenue Bonds, Series 2002 (United States Department of
Agriculture), dated August 22, 2002, issued in the original aggregate principal amount of
$692,000 (the “Series 2002 Bonds” or “Prior Bonds™) and (b) waives any requirements
imposed by the Prior Bonds or the resolution authorizing the Prior Bonds. (collectively,
the “Prior Resolutions™), regarding the issuance of parity bonds which are not met by the
Bonds or the Resolution, and (c) consents to any amendments made to the Prior
Resolutions by the Resolution.

WITNESSETH my signature on this 24th day of Septem.ber, 2009.

" State Director - |

Federal Building +1550 Earl Core Road, Suite 101 Morgantown, WV 26505 -7500
. 'Phone: (304) 284-4860 OR 1-800-295-~ 8228 » Fax: {304) 284-4893 » TDD: (304} 284-4836
Web: hitp:/www.rurdev.usda.goviwy

. Committed to the future of rural communities.
“USDA is an egual opportunity provider, empioyer and lender.”

Tofilea complaant of discrimination write USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S W.,
Washington, DG 20250-8410 or cal (800}795-3272 {voice) or (202) 720-6382 (TDD),



USDA mamls

Rural ==
Development

United States Department of Agriculture
Rural Development
West Virginia State Office

September 4, 2009

anese, WV 25831

RE: Amendment No. 1 to
Letter of Conditions

Dear Mr. Kinder:

This letter, with Attachment No. | amends the letter of conditions dated April 11, 2007
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 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 R loan in the amount of $1,351,000, an
RD grant in the amount of $1,370,000, and other funding in the amount of $6,550,087.91,
for a total project cost of $9,271,087.91. The other funding is planned in the form of a
grant from the Abandoned Mine Lands Program in the amount of $5,050,087.91 and an
ARC/SCGB in the amount of $1,500,000.

Subject to the requirements noted herein, all of the conditions of the April 11, 2007 letter
of conditions 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 enclosures and attachments listed below are attached to the
copies as noted.

Enclosed are the following:

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

Federal Buiding « 75 High Street = Suite 320 « Morgantown, WY 26505-7500
Phone: (304) 284-4860 OR 1-800-295-8228 » Fax: (304) 284-4893 » TDD: {304) 284-4836
Web: htip://www.rurdev.usda.goviwy

Committed to the future of rural communitles.
“USDA is an equal cpportunity provider, employer and fender.”

To file a compiaint of discimination write USDA, Director, Office of Civif Rights, 1400 Independence Avenue, S.W.,
Washington, DC 20250-9410 or call (800)795-3272 (voice) or (202) 720-8382 (TDD),



If the conditions set forth in this letter are not met within six (6) months from the date
hereof, RD 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, RD 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,

DIANE GOFF{'RYSLER

Acting State Director

Enclosures
cc: Area Specialist 7 Ray Tilley, E. L.. Robinson
Beckley, WV 207 Brookshire Lane

Beckley, WV 25801
Imre D. Pentek, CPA

P, O, Box 1390 Steptoe & Johnson
Lewisburg, WV 24901 ‘/,{tt?meys at Law

P.O. Box 1588
James C. Blankenship III Charleston, WV 25326-1588
Attorney at Law
P. O. Box 326

Fayetteville, WV 25840

Eric Coberly

WVDEP Abandoned Mine Lands Program
6010 57" St. S.E., Box 20

Charleston, WV 25304-2345

Region IV Planning & Development Council
425 Main Street, Suite A
Summersville, WV 26651



PROJECT COST

CONSTRUCTION
CONTINGENCY
LAND & RIGHTS
LEGAL FEES
BOND COUNSEL
ACCOUNTING
ENGINEERING FEES
Basic-$ 575,000
Insp. - $ 385,000

Special - 35,000
INTEREST
PERMITS
ADMINISTRATION
PROJECT CONTG.
TOTAL

Aftachment No. 1 to Amended Letter of Conditions
For: Danese Public Service District
Date: September 4, 2009

Ptroject Construction Budget

AML SCBG/
GRANT ARC RUS GRANT RUS LOAN TOTAL
$5,050,087.91 $ 978,800.00 $ 11532384 $ 83200000 $6,976211.75
$ 740,000.00 $ 740,000.00
$ 20,000.00 $ 20,000.00
$  29,200.00 $  29,200.00
$ 16,000.00 $ 16,000.00
$ 5,000.00 $ 5,000.00
$ 425,000.00 $ 198,000.00 $ 372,000.00 $ 995,000.00
$ 111,000.00 $ 111,000.00
$ 2,000.00 $ 2,000.00
$ 60,000.00 $  60,000.00
$ 316,676.16 $ 316,676.16

$ 5,050,087.91 § 1,500,000.00 $ 1,370,000.00 $ 1,351,000.00 $ 9,271,087.91
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United States Department of Agriculture
Rural Development
Waest Virginia State Office

April 11, 2007

Richard Kinder, Chairman
Danese Public Service District
Drawer C

Danese, WV 25831

Dear Mr. Kinder:

This letter, with Attachments 1 through 14 and enclosures, 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 shail be cause for discontinuing processing of the
application.

The docket may be completed on the basis of an RUS loan in the amount of $1,351,000, an RUS
grant in the amount of $1,370,000, and other funding in the amount of $1,500,000, for a total
project cost of $4,221,000. The other funding is planned in the form of a grant from the HUD
Smal} Cities Block Grant program.

The loan wiil be considered approved on the date a signed copy of Form RD 1940-1, “Request for
Obligation of Funds,” is mailed to you. The interest rate will be the lower of the rate in effect at
the time of loan approval or the time of loan closing.

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 attached to the copies as noted.
Enclosed are the following;

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

Attachment No, 2 - Water and Waste Processing Checklist (All Copies)

Attachment No. 3 - RUS Instruction 1780, Subparts A and B (Applicant Copy)

Attachment No. 4 - RUS Instruction 1780, Subpart C (Engineer Copy)

Attachment No. 5 - RUS Instruction 1780, Subpart D (Attorney and Bond Counsel
Copies) .

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

Attachment No. 7 - RUS Bulletin 1780-26, “Guidance for the Use of EJCDC
Standard Documents on Water and Waste Projects with RUS Financial Assistance”

Attachment No. 8 - Government Auditing Standards (Revision 2003) (Accountant

Copy)
Federal Building + 75 High Street » Suite 320 » Morgantown, WY 26705-7500

Phone: {304) 284-4860 OR 1-B00-295-B228 « Fax: (304) 2684-4893 » TDD: (304) 284-4836
Web: htip://www.nirdev.usda,goviwy

Cornrmitted fo the future of rural communities,
“USDA Is an equal opportunity provider, employer and fander.”

To file a complaint of discrimination write USDA, Director, Office of Givif Rights, 1400 independence Avenue, S.W.,
Washington, DC 20250-9410 or call {800)795-3272 (voice) or (202) 720-6382 {TDD}.



Attachment No. 9 - RUS Bulletin 1780-30, “Water Programs Audit Guide and
Compliance Supplement”

Attachment No. 10 - RUS Bulletin 1780-31, “Water Programs Compliance
Supplement for OMB Circular A-133 Audits”

Attachment No. 11 - Water Users Agreement (Applicant and Attorney Copies)

Attachment No. 12 - Declination Statement (Applicant and Attorney Copies)

Attachment No. 13 - Sample Credit Agreement (Applicant Copy)

Attachment No. 14 - Various other RD Forms as identified on Attachment No. 2

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 4.125%
interest rate and a monthly amortization factor of 0.00435, which provides for a monthly
payment of $5,877. You have the option of participating in the PREAUTHORIZED DEBIT
(PAD) payment process. It will allow for your payment to be electronically debited from your |
account on the day your payment is due. Your authority must establish and fund monthly a
debt service reserve account, which equais 10% of your monthly payment each month until
you accumulate the equivalent of one annual installment on your loan.

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.

2. Security - The loan must be secured by a statutory lien of equal priority with the PSD’s
outstanding water revenue bonds, a pledge of the system’s revenues and other agreements
between you and 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 RUS Bulletin 1780-12 and RUS Bulletin 1780-27 which are mentioned later.

3. Users - This conditional commitment is based upon you providing evidence that you will have
at least 737 bona fide users on the proposed system when it has been completed and is placed
in operation. This evidence will consist of 178 signed user agreements and a signed
certification from you that identifics and attests to the number of users actually connected to
and using the PSD’s existing water system, which is to be partially replaced by the new
system, at the time you request authorization to advertise the proposed project for construction
bids.

The enclosed Water Users Agreement will be used. Each user signing an agreement must’
make a user 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.” A guide “Service Declination Statement” is attached for your use. If a potential
user refuses to sign either a user 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. Information and material evidencing
compliance with this requirement must consist of (1) your certification (written) as to the
number of users connected to and using the water service of the existing system (paying
monthly bills), (2) signed user agreements, (3) signed service declination statements, )
records evidencing user contributions having been paid, (5) a map locating each potential
user’s property in the new service area identifying it by number, (6) a list of all signed

bona fide users numbered so as to be a cross-reference with the map, and (7) a list

of all declination staternents numbered so as to be a cross-reference with the map.

4. Bond Counsel Services - The services of a recognized bond counsel are required. The bond
counsel will prepare the form of resolution to be used, in accordance with Subpart D of RUS
Instruction 1780. You should immediately provide your bond counsel with a copy of this
letter of conditions, its attachments and enclosures. :

5. Accounting Services — It will be necessary for you to obtain the services of a qualified
accountant. The accountant must agree to develop and provide the following:

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

b. Prior to loan/grant closing, your accountant must certify that the accounts and records as
required by your bond resolution have been established and are operational.

The Accountant’s Agreement should be submitted to RUS for review. Compensation in the
contract should include only those services identified above and not include payment for
construction management services from the accountant unless RUS concurrence is obtained.

RUS regulations (Attachment No. 3) outline requirements for the submission of management
reports and audits. Appropriate state statutes place certain audit requirements on your PSD.
The attached booklets, “Government Auditing Standards (Revised 2003)”" (Attachment

No. 8), and RUS Bulletins 1780-30 and 1780-31 (Attachment Nos. 9 and 10) outline audit
requirements.

You are reminded that certain provisions of the Office of Management and Budget Circular
A-133 are applicable to any public body or nonprofit association that expends $500,000 or
more in federal funds in any one fiscal year. You must enter into an agreement annually with
an accountant (or the State Tax Department) to perform the audit. The agreement must be in
accordance with the requirements of the State Tax Commissioner of West Virginia.
Compensation for preparation of the A-133 audit or your annual audit are not included in
project funds and should be paid from the operational revenues generated from your system
operation.



6. 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 RD 1927-9,
“Preliminary Title Opinion” may be used. In the case of your existing system or where
the PSD already acquired real property (land or facilities), a preliminary title opinion(s)
concerning all such property(s) will be provided.

¢. 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.

d. A certification and legal opinion relative to title to rights-of-way and easements. Form
RD 442-22, “Opinion of Counsel Relative to Rights-of-Way,” may be used. This form
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, a new Form RD 442-
22, must be provided which does not provide for any exceptions. The attorney’s legal
opinion should include a certification that all requirements of the Uniform Relocation
Assistance and Real Property Acquisition Policies Act of 1970 and West Virginia State
Code Chapter 54 have been met in the acquisition of both real property and rights-of-
way. Such requirements may include, but are not limited to, distributing informational
material to all affected property owners, and completing appraisals of the affected
propertics.

e. On the day of loan closing, the PSD’s attorney must furnish final title opinions on ali
land(s) being acquired. Form RD 1927-10, “Final Title Opinion” may be used. In the
case of your existing system or where the PSD has already acquired real property(s) (land

or facilities), the PSD’s attomey 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:

- West Virginia Department of Highways
- Railroads

- State Department of Health

- Department of Environmental Protection
- Corps of Engineers

- Public Land Corporation



8. Public Service Commission Approvals - You must obtain the following from the West
Virginia Public Service Commission:

a. A Certificate of Convenience and Necessity.

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

¢. Approval of financing for the project’s proposed 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.

9. Insurance and Bonding Requirements - Prior to preliminary loan closing, you must acquire
the following insurance and bond coverage:

a. 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.

b. Workers’ Compensation - In accordance with appropriate State laws.

c. 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. During the construction
phase of your project, this maximum amount will be much greater than normal; therefore,
it is our recommendation that you temporarily increase your coverage to the estimated
highest monthly construction drawdown. Once construction is complete, you may
decrease the amount of your coverage. Please note that the cost of the temporary increase
in coverage is an eligible project cost.

The minimum coverage acceptable to RUS once your project is in operation will be for
each position to be bonded for an amount at least equal to one annual installment on your
loan(s).

d. 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:

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

(2) 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.

10. Contract Documents, Final Plans and Specifications -

a. The contract documents should consist of the following:

(1) EJCDC Document No. 1910-8-A-1-FA, 1997 Edition, “Standard Form of
Agreement between Owner and Contractor on the Basis of Stipulated Price” and
EICDC Document No. 1910-8-FA, “Standard General Conditions of the
Construction Contract — Funding Agency Edition” and Attachments. The EJCDC
document is issued under copyright and cannot be provided by RUS,

(2) “RUS Supplemental General Conditions.”

RUS Bulletin 1780-26, “Guidance for the Use of EJCDC Standard Documents on Water and
Waste Projects with RUS Financial Assistance,” is enclosed for use by your engineer in the
preparation of the contract documents. (Attachment No. .

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

(1) Liability Insurance - Personal Liability - $500,000; Property Damage - $200,000 —
$200,000. This coverage must include indemnification of the PSD and its engineer.
The contract documents suggest certain limits of Hability for insurance coverage.
Those limits should be considered as minimum requirements only. It is
recommended you consider increasing the given limits of liability after analyzing
your specific needs. :

(2) Builder’s Risk Insurance - On all structures and mechanical and electrical equipment
in place or stored on the site to the full insurable value 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.

11. 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. A copy of the proposed agreement should be
provided for RUS review. A Sample Credit Agreement is attached for your use in meeting
this requirement (Attachment No. 13).



12.

13.

14.

15.

16.

Disbursement of Funds - The RUS funds will be advanced as they are needed in

the amount(s) necessary to cover the RUS proportionate share of any disbursements required
of your PSD, over 30 day periods. Any grant funds not disbursed immediately upon receipt
must be deposited in an interest bearing account.

Public Bodies — Interest earned on grant funds in excess of $100 per year will be submitted
to RUS at least quarterly as required in 7 CFR 3016.

The PSD will establish a separate fund, to be known and hereafter referred to as the
Construction Account, with a lending institution insured by the Federal Deposit Corporation.
The account shall be used solely for the purpose of paying the costs of the project as outlined
in the construction budget. All funds in the account will be secured by a collateral pledge
equaling at least 100% of the highest amount of funds expected to be deposited in the
Construction Account. All deposits in excess of $100,000 wil} be secured by a collateral
pledge in accordance with Treasury Circular Number 176,

The PSD must assure that all project funds are expended only for the eligibie items included
in the final project budget or as may be later approved by RUS,

Other Project Funds - Prior to advertisement for construction bids, you must provide
evidence showing the approval of any other project funds. This evidence should include a
copy of the funding award. Prior to award of the contract(s) to the contractor(s), you must
provide evidence that the other project funds are available for expenditure. This evidence
should consist of at least a letter from the funding agency 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 RD 1940-1 - “Request for Obligation of Funds™

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

RUS Bulletin 1780-27 - “Loan Resolution (Public Bodies)”

Form RD 400-1 - “Equal Opportunity Agreement”

Form RD 400-4 - “Assurance Agreement”

Form AD 1047 - “Certification Regarding Debarment - Primary”’

Form AD 1049 - “Certification Regarding Drug-Free Workplace”

Form RD 1910-11 - “Applicant Certification, Federal Collection Policies”

FmHA Instruction 1940-Q, Exhibit A-1, “Certification for Contracts, Grants and
Loans™

Standard Form LLL - “Disclosure of Lobbying Activities” (If Applicable)

Certification of Compliance

Form RD 1942-46, “Letter of Intent to Meet Conditions”

The enclosed Water and Waste 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

Joan and grant docket when it is forwarded to the USDA - Rural Development State Office

with a request for loan closing instructions to be issued.

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 (¢) your 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 Toan approval have been satisfied, loan closing 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 Joan closing will be
scheduled.

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 and would be applied as an extra payment toward the Ioan balance.

If the conditions set forth in this letter are not met within twelve (12) 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 twelve-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 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 yours,

A Y | S, S B
‘bbuv VIVAND
ROBERT M. STEPTOE _

State Director

Enclosures
cc: Rural Development Specialist (RUS) E.L. Robinson
Beckley, WV ATTN: Ray Tiiley, P.E.
207 Brookshire Lane
Imre D. Pentek, CPA Beckiey, WV 25801
P.O. Box 1390
Lewisburg, WV 24901 West Virginia Development Office
ATTN: Tracey Rowan, Manager
James C. Blankenship, ITI Project Development
Attorney at Law Capitol Complex, Building 6, Room 553
P.O. Box 326 1900 Kanawha Boulevard, East
Fayetteville, WV 25840 Charleston, WV 25305-0311

Bond Counsel



PRGJECT COST

CONSTRUCTION
CONST. CONTINGENCY
LAND & RIGHTS

LEGAL FEES

BOND COUNSEL
ACCOUNTING
ENGINEERING FEES

Basic-$ 261,300

Insp.-$ 85,000

Special-! 20,000
INTEREST
ADMINISTRATION
PERMITS
REFINANCING
PROJECT CONTG.
TOTAL
Rates

Guide - Revised 1/04
Attachment No. 1 1o Letter of Conditions
For: Danese PSD

Date:

April 11, 2007

Project Construction Budget

Available for general domestic, commercial, and industrial service.

Minimum Charge

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

First
Next
Next
Qver

5/ IIXS/ 4
3/ ]

Minimum Monthly Bill

-Ill

11/4"
11/2°

2!!
3"
4"
6"
8"

$ 27.09

SCBG RUS GRANT RUS LOAN TOTAL
$ 1,155,600 $ 1,099,220 $ 963,100 $ 3,217,920
% B0,900 $ 76,920 % 67,400 $ 225,220
$ 3,600 $% 3,400 § 3,000 % 10,000
$ 10,500 % 10,000 % 8,700 $ 29,200
$ 5,700 $ 5500 $ 4800 $ 16,000
$ 1,800 § 1,700 § 1,500 $ 5,000
$ 131,500 $ 125,200 $ 109,600 $ 366,300
$ 111,000 % 111,000
$ 60,000 $ 60,000
$ 16,200 % 15,400 § 13,400 % 45,000
$ 40,000 §$ 40,000
$ 34,200 $ 32,660 §$ 28,500 $ 95,360
$ 1,500,000 $ 1,371,000 $ 1,350,000 §$ 4,221,000
3,000 $ 9.03 per M galions
7,000 $ 7.28 per M gallons
10,000 $ 8.16 per M gallons
20,000 $ 5.65 per M gallons

meter
meter
meter
meter
meter
meter
meter
meter
meter
meter

for

$ 27.09
$ 40.64
$ 67.72
$ 98.88
$ 135.45
$ 216.72
$  406.35
$ 677.25
$ 1,354.50
$ 2,167.20

gallons

per month
per month
per month
per month
per month
per month
per month
per month
per month
per month

3000



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

service will not be restored until alf 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

After the start of construction, there shall be a charge of $250.00 for connection to the systemn,

Reconnection Charge
$25.00

Use and Income Analysis - See Attached

Cash Flow Analysis - See Attached
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Danese Public Service District
OPERATING BUDGET

OPERATING iINCOME
Metered Sales 346,595
Penalties 5,400
Other income 287
Reconnect Fees
TOTAL OPERATING INCOME $ 352,282

NON OPERATING INCOME

Interest income $ 1,208

TQTAL NCN OPERATING INCOME $ 1,206
TOTAL INCOME $ 353,488
EXPENSES

O&M $205,813

Taxes $ 11,501

TOTAL EXPENSES $ 217,314
INCOME AVAILABLE FOR Dy/S (A) $ 138,174
DEBT SERVICE

Existing Bond P & | (B) $ 43,917

Proposed Bond P & | (B) $ 70,470

TOTAL DEBT SERVICE $ 114,387

DEBT SERVICE RESERVE

Debt Service Reserve® $ 8,054

TOTAL DEBT SERVICE RESERVE $ 8,954
SURPLUS (DEFICIT) $ 12,833
DEBT COVERAGE (A/B) $ 1.19
Rate Increase Needed $ (1)

((Total Debt Service * 1.15)-Income Available for Debt Service)/Metered Sales*100



Attachment No. 2 to Letter of Conditions - Guide - Revised 1/04
For: Danese Public Service District (Water)

April 11, 2007
UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL UTILITIES SERVICE
Water and Waste Processing Checklist
Form Document Number  Procedure  Provided Date File
Number or Action Needed  Reference By Received Position
SF 424.2 Application
for Federal
Assistance 3 1780.31(b} Applicant Have 3
DUNS Number 1 Applicant Have 3
CAIVRS CPAP
Number 1 BUS Have Form
Public Notice
of Intent to
File App./ 1780.19(a)
Eny, Notice 3 1794 Applicant Have 3
Bulletin Applicant
1780-22 Eligibility
Certification/
Other Credit
Certification 1 1780.33(d) Applicant Have 3
Bond Ordn,
or Resol. On
Outstanding Applicant/
Debts 1 1780.33(e) Attorney Have 5
Bonds or Notes
Outstanding Appiicant/
Debt 1 1780.33(e) Attorney Have 2
Audit for last
year of Applicant/ ,
operation 1 1780.33(e) Accountant Have 1
Staff Review
Financial
Statements 1 5,0.1780.2 RUS Have 1
EJCDC No. Agreement |
1910-1-FA  between Owner Applicant/
& Engineer 3 1780.39(b) Engineer Have 6




Form
Number

Bulletin
1780-7 or
other
approved

Bulletins
1780-2
1780-3

Document Number  Procedure  Provided Target Date File
or Action Needed BReference By Date Received Paosition
Legal Services
Agreement
with Local 1780.39 Applicant/
Attorney 3 {b){2) Attorney Have 5
Site Visit S5.1.1780-2 RUS 3
Processing
Conference 1 1780.39(a} RUS 3
Enviranmental
Report 2 1794 Applicant Have 3
Environmental RUS/
Assessment 2 1794 Engineer Have 3
FONSY Exhibit 1
Evidence of RUS 1794 RUS/
Publication 1 News Ad Applicant Have 3
Preliminary
Engineering
Report 2 1780.33(c}) Engineer Have 6
Staff Engineer
PER Review 1 1780.33(c) RUS Have 3
Bi#i Analysis
for existing Applicant/
system(s) 2 1780.33(c) _Engineer Have 8
Projected Bill
Analysis for Applicant/
New Users 2 1780.33(c}) Engineer Have 8
Statement
reporting the
total number
of petential Applicant/
users 1780.33(c) _Engineer 8
Rate Tariff 2 1780.33 Applicant Have 8
Applicant's
IRS Tax
Number({TIN) 1 1780.33(g) Applicant Have 3




Form Document Number  Procedure  Provided Target Date File

Number or Action Needed Reference By . Date Received Position
Agency Det-

ermination on
the Availability
of "Other Credit"

with Docu-
mentation 1 1780.7(d} RUS Have 3
Documentation on
Service Area o1 1780.11 RUS Have 3
Bulietin Project
1780-1 Selection
Criteria 2 1780.17 RUS Have 1
Letter of 1780.41
Conditions 7 (a)(5) RUS Have 3
AD 1049 Certification
' Regarding
Drug-Free
Workplace 1 1780.33(h) Applicant Have 5
Minutes Adopting
Drug-Free
Workplace
Program 1 LOC Applicant 5
Exhibit Certifications
A/ A " Regarding
Lobbying : 2 1780.33(h) Applicant Have 2
CPAP Project
Form Information 3 1780.41{a) RUS Have 1
CPAP Underwriting
Form information 3 1780.33(h) Applicant Have 3
RD Request for
1940-1 Obligation of RUS/
Funds 4 1780.41(a) Applicant Have 2
Bulletin Association
1780-12 Water or Sewer
System Grant RUS/
Agreement 2 1780.45{c) Applicant Have 2
RD Letter of Intent
1942-46 to Mest 1780.41

Conditions 2 {(a)(6) Applicant Have 3




Form Document Number  Procedure  Provided Target Date File
Number or Action Needed  Relerence By Date Received Position

AD 1047 Certification
Regarding
Debarment
(Primary) 1 1780.33(h) Applicant Have 5

Relationships/

Associations

with Agency

Employees 1 1780.1(f) RUS Have 3

RD Applicant
1910-11 Certification,
Federal Collect-

ion Policies 1 1780.33(h) Applicant Have 3
Bulletin Loan 1780.45
1780-27 Resolution 1 {a)(2) Applicant Have 5
RD Equal
400-1 Opportunity
Agreement 1. 1901-E Applicant Have 8
RD Assurance
400-4 Agreement 1 1901-E Applicant Have 3
Legal Services
Agreement
with Bond 1780.39 Applicant/
Counsel 1 {b)(3) Bond Counsel Have 5
Agreement for
Accounting 1780.39 Applicant/
Services 1 (b)}{2) Accountant 5
Water Users
Agreement 1780.39
{Copy) 1 {c}{(3) Applicant 5
Evidence
of Users:

1. Map of Users

with each
identified by Separate
number 1 . LOC Applicant File

2. List of Signed
Users Numbered
to Map 1 LOC Applicant 5




Form
Number

3.

Lender
Agreement/
Bulietin
1780-10/
1780-10a

Number
Needed

Document
or Action

Procedure

Reference
e

Provided
By

Target
Date

List of Declination
Statements
Numbered

to Map 1

LOC

Applicant

Date

Recejved

File

Position

. Evidence of

Tap Fees
Being Paid 1

LOC

Applicant

. Having Users

Agreements and
Declination
Statements
Available

LOC

Applicant

. Certification

Reiative to
Existing
Users 1

LOC

Applicant

Verification
of Users 1

1780.44(b)

RUS

Accountant's
Cenrification 1

LOC

Applicant/
Accountant

RUS Review
of Accounting
Records i

S... 1780-4
(1))

RUS

Copy of PSC
Rule 42
Exhibit 1

State

Attorney/
Accountant

Interim

Financing
Documenta-

tion 1

1780.39(d)

Applicant/
RUS

DOH Permit 1

1780.15(d)

Applicant

Railroad
Permit 1

1780.15(d)

Applicant

Public Land
Corp. Permit 1

1780.15(d)

Applicant

Corps of
Engineers
Permit 1

1780.15(d)

Applicant




Form
Number

RD
1027-9

RD
442-22

Document Number  Procedure  Provided Target Date . File
or Action Needed Reference By Date Recelved Position
Dept. of Health
Approval 1 1780.15(d} Engineer 3]
Dept. of
Environmental
Protection
Permit 1 1780.15(d) _Engineer 3]
Contract Docu-
ments, Plans
& Specifi- Separate
cations 2 1780.61(a) Engineer File
Agency Deter-
mination on
Procurement 1 1780.70{d) RUS 8
Preliminary
Bond Transcript
Documents w/o
Defeasance _ Bond
Provisions 2 1780.83 Counsel 5
Right-of-Way Separate
Map 1 1780.44(g) Engineer File
Deeds and/or Applicant/
Qptions 1780.44.(g) Attorney 5
Preliminary 1780.44 Applicant/
Title Opinion 1 (@)@ Attorney 5
Narrative
Opinicn from
Attorney 1 1780.44(g) Attorney 5
Waiver of
Title Defects :
Letter 1 1780.44(g) RUS 5
QOpinion of
Counsel
Relative to 1780.44
R/Ways o Altorney 5
Review of
Qutstanding RUS/
Judgment 1 1780.7(9)  Attorney 3
Operation and
Maintenance 1780.39
Agreement 1 {b)Y(4) Applicant 5




Form
Number

SF 3881

RD
442-10

RD
1927-10

RD
400-8

Document Number  Procedure  Provided Target Date File
or Action Needed  Reference By Date Received Position
Evidence of
"Other
Funds" 1 1780.44(f}  Applicant 2
Evidence of
Applicant
Contribution 1 1780.44()  Applicant 2
Electronic Funds
Transter
Payment Applicant/
Enrollment Financial
Form 1 31 CFR 208 Institution 2
Positive Pro-
gram to En-
courage Con-
nections when 1780.39
Completed 1 {c}(5) Applicant 5
Appraisal
Report 1 1780.44(g) RUS 8
Documenta-
tion Relative 1780.1
to Health or {c}{1) RUS/State
Sanitary -1780.13 Heaith
Hazards 1 {b){1) Department 2
PSC Applicant/
Approval 1 1780.15{b) Aftorney 6
Bid .
Tabulation 1 1780.61(b) Engineer 6
QOGC Closing
instructions 1 1780.44(h) RUS 5
S/0 Closing
Instructions 1 1780.44(h) RUS 5
Final Title 1780.44 Applicant/
Opinion 1 {a)(2) Attorney 5
Bond Tran-
script Docu-
ments w/o :
Defeasance Bond Separate
Provisions 3 1780.83 Counsel File
Compliance
Review 1 1780.44(c) RUS 5




Form
Number

440-24

1924-16

AD 1048

Document Number  Procedure  Provided Target Date File
or Action _I:lﬁeded Reference By Date Received Position
Liability
Insurance 1 1780.39(g) _Applicant 7
Workers'’
Compensation
Certificate 1 1780.39(g) Applicant 7
Flood Insur-
ance Policy 1 1780.39(g) Applicant 7
Fidelity
Bond 1 1780.39(g) _Applicant 7
Record of Pre-
Construction RUS/
Conference 1 1780.76(a) Engineer 6
Certification
Regarding All
Debarment Appropriate
(Contractor) 1each 1780.33(h) Vendors 5
OGC Final
Opinion 1 1780.45(g) RUS 5



RUS Instruction 1780

Subpart D - information Pertaining to Preparation of Notes or Bonds and Bond Transcript Documents for
Public Body Applicants Subpart D - Information Pertaining to Preparation of Notes or Bonds and Bond

Transcript Documents for Public Body Applicants”

§1780.80 General.

This subpart includes information for use by public body applicants in the preparation and
issuance of evidence of debt (bonds, notes, or debt instruments, referred to as bonds in this subpart) and

other necessary lcan documents.

§1780.81 Poiicies related to use of bond counsel.

The applicant is responsible for preparation of bonds and band transcript documents. The:
applicant will obtain the services and opinion of recognized bond counsel experienced in municipai
financing with respect to the valldity of a bond issue, except for issues of $100,000 or less. With prior
approval of the approvat official, the applicant may elect not to use bond counsel. Such issues will be

ciosed in accordance with the following:

(a) The applicant must recognize and accept the fact that application processing may require
additional legal and administrative time; ’

(b) 1t must be established that not using bond counse! will produce significant savings in total
legai costs; . '

(c) The local attomey must be able and experienced in handling this type of legal work;

(d) The applicant must understand that it will likely have to obtain an opinion from bond counsel
at its expense should the Agency require refinancing of the debt;

(e) Bonds will be prepared in accordance with this regulation and conform as closely as possible
to the preferred methods of preparation stated in §1780.984; and

() Closing instructions must be issued by OGC.

§1780.82 [Reserved]

53



RUS instruction 1780

§§1780.84 and 1780.86 [Reserved]
§1780.87 P e'gmagent instruments for Agency loans.

Agehcy loans will be evidenced by an instrument determined legaily sufficient and in accordance
with the following order of preference: :

(a) Eirst preference - Form RD 440-22, "Promissory Note". Referto paragraph (b) of this section
for methods of various frequency payment calculations.

(b) Second preference - single instruments with amortized instaliments. A single instrument

providing for amortized instailments which follows Form RD 440-22 as closely. as possible. The
full amount of the ioan must show on the face of the instrument, and there must be provisions for
entering the date and amount of each advance on the reverse or an attachment. When principal
payments are deferred, the instrument wiil show that "interest only” is due on interest-only '
instaliment dates, rather than specific dollar amounts. The payment period including the "interest
only” instaliment cannot exceed 40 years, the usefui fife of the facility, or State statute limitations,
whichever occurs first. The amortized instaliment, computed as follows, will be shown as due on

instaliment dates thereafter.

(1) Monthly pavments. Multiply by tweive the number of years between the due date of the
‘last interest-only instailment and the final installment to determine the number of monthly
payments. When there are no interest-only instaliments, muitiply by twelve the number of
years over which the foan is amortized. Then muitiply the loan amount by the amortization
factor and round to the next higher doilar.

(2) Semiannual payments. Muitiply by two the number of years between the due date of
the last interest-oniy instaliment and the due date of the final instailment to determine the
correct number of semiannuai periods. When there are no interest-only instaliments,
multiply by two the number of years over which the ioan is amortized. Then muitiply the
loan amount by the applicable amortization factor.

(3) Annual payments. Subtract the due date of the last interest-only instaliment from the
due date of the finai installment to determine the number of annuai payments. When there
are no interest-only instaliments, the number of annuai payments will equal the number of
years over which the {oan is amortized. Then muitiply the loan amount by the applicable
amortization factor and round to the next higher doilar. :
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RUS Instruction 1780

§1780.80 Multiple advances of Agency funds using temporary debt instruments.

When none of the instruments described in §1780.87 are legally permissible or practical, a bond
anticipation note or similar temporary debt instrument may be used. The debt instrument will provide for
multiple advances of Agency funds and will be for the full amount of the Agency loan. The instrument
will be prepared by bond counse, or local counsei if bond counsel is not involved, and approved by the
State program official and OGC. At the same time the Agency delivers the last advance, the borrower
will deliver the permanent bond instrument and the canceled temporary instrument will be retumed to the
bormawer. The approved dehbt instrument will show at least the following: '

(a) The date from which each advance will bear interest;
'(b) The interest rate as determined by §1780.13;
(c) A payrﬁent schedule providing for interest on outstanding plincihai at least annually; and

() A maturity date which shall be no earlier than the anticipated i;ssuance date of the permanent
" instruments and no longer than the 40-year statutory limit,

§§1780:91 - 1780.93 [Reserved]

§1780.94 Minimum bond specifications.

The provisions of this section are minimum speciﬁcatidns only and must be followed to the extent
legally permissible. _ _ .

(@) Type and denominations. Bond resolutions or ordinances will provide that the instruments be
elther a bond representing the total amount of the indebtedness or serial bonds in denominations
customarily accepted in municipal financing (ordinarily in muitiples of not less than $1,000).
Single bonds may provide for repayment of principal plus interest or amortized installments.
Amoriized installments are preferred by the Agency.

(b) Bond registration. Bonds will contain provisions permitting registration for both principal and
interest. Bonds purchased by the Agency will be registered in the name of "United States of

~ America" and will remain so registered at ail times while the bonds are held or insured by the
Govemment. The Agency address for registration purposes will be that of the Finance Office.

a
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‘RUS Instruction 1780

() Additional revenue bonds. Parity bonds may be issued to complete the project. ' Otherwise,
parity bonds may not be issued unless acceptable documentation is provided establishing that net
revenues for the fiscal year following the year in which such bonds are to be issued will be at least
120 percent of the average annual debt serviced requirements on all bonds outstanding, including
the newly-issued bonds. For purposes of this section, net revenues are, unless otherwise defined
by State statute, gross revenues less essential operation and maintenance expenses. 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
issued in accordance with the loan resoiution.

() Precautions. The following types of provisions in debt instruments should be avoided:
(1) Provisions for the holder to manually post each payment to the instrument.

. (@) Provisions for retuming the permanent or temporary debt instrument to the borrower in
‘order that it, rather than the Agency, may post the date and amount of each advance or
repayment on the instrument.

(3) Provisions that amend covenants contained in RUS Bulletins 1780-27 or 1780-28.
[Revision 2, 06/04/99]

(4) Defeasance provisions in loan or bond resolutions. When a bond issue is defeased, a
new issue is sold which supersedes the contractual provisions of the prior issue, including
the refinancing requirement and any lien op revenues. Since defeasance in effect
precludes the Agency from requiring refinancing before the finai maturity date, it represents
a violation of the statutory refinancing requirement; therefore, it is disallowed. No foan
documents shall inciude a provision of defeasance.

-

(k) Assessment bonds. When security includes special assessment to be coflected over the life of
the joan, the instrument should address the method of applying any payments made before they
are due. It may be desirable for such payments to be distributed over remaining payments due,
rather than to be applied in accordance with normal procedures goveming extra payments, so that
the account does not become delinquent.

() Multiple debt instruments. The following will be adhered to when preparing debt instruments:

(1) When more than 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;

(2) Loans obligated in different fiscal years and those obligated with different terms in the
same fiscal year wiil be evidenced by separate debt instruments;

(3) Loans obligated for the same loan type in the same fiscal year with the same term may
be combined in the same debt instrument;

(4) Loans obligated in the same fiscal year with different interest rates that will be closed at
the same interest rate may be combined in the same debt instrument.

Revision 2
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United States Department of Agriculture
Rurai Development
West Virginia State Office

September 4, 2009

anese, WV 25831

RE: Amendment No. 1 to
Letter of Conditions

Dear Mr. Kinder:

This letter, with Attachment No. 1 amends the Jetter of conditions dated April 11, 2007
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 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 RD loan in the amount of $1,351,000, an
RD grant in the amount of $1,370,000, and other funding in the amount of $6,550,087.91,
for a total project cost of $9,271,087.91. The other funding is planned in the form of a
grant from the Abandoned Mine Lands Program in the amount of $5,050,087.91 and an
ARC/SCGB in the amount of $1,500,000,

Subject to the requirements noted herein, all of the conditions of the April 11, 2007 letter
of conditions 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 enclosures and attachments listed below are attached to the
copies as noted.

Enclosed are the following:

Attachment No. | - Project Construction Budget (All Copies)

Federal Building « 75 High Street ¢ Suite 320 + Morgantown, WV 28505-7500
Phone: {304) 284-4860 OR 1-800-295-8228 « Fax: (304) 284-4893 + TDD: (304) 284-4836
Web: hitp:/iwww.rurdev,usda.goviwy

Commilted to the future of rural communities.
“USDA is an equal opportunity provider, employer and Jender.”

To file a complaint of discrimination write USDA, Direclor, Cffice of Civit Rights, 1400 independence Avenue, SW.,
Washington, DC 20250-9410 or cail {B00)795-3272 (voice) or (202) 720-6382 (TDD).



If the conditions set forth in this letter are not met within six (6) months from the date
hereof, RD 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 stil} 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, RD 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,

DIANE GOFFLRY4LER

Acting State Director

Enclosures
cc: Area Specialist Ray Tilley, E. L. Robinson
Beckley, WV 207 Brookshire Lane

Beckley, WV 25801
Imre D. Pentek, CPA

P. O. Box 1390 Steptoe & Johnson
Lewisburg, WV 24901 b%ﬁ)ﬁmeys at Law

P. O. Box 1588
James C. Blankenship 11 Charleston, WV 25326-1588
Attorney at Law
P. O. Box 326

Fayetteville, WV 25840

Eric Coberly

WVDEP Abandoned Mine Lands Program
6010 57" St. S.E., Box 20

Charleston, WV 25304-2345

Region IV Planning & Development Council
425 Main Street, Suite A
Summersville, WV 26651



PROJECT COST

CONSTRUCTION
CONTINGENCY
LAND & RIGHTS
LEGAL FEES
BOND COUNSEL
ACCOUNTING
ENGINEERING FEES
Basic-$ 575,000
Insp.-$ 385,000

Special - 35,000
INTEREST
PERMITS
ADMINISTRATION
PROJECT CONTG.
TOTAL

Attachment No. 1 1o Amended Letter of Conditions
For: Danese Public Service District
Date: September 4, 2009

Project Construction Budget

AML SCBG/
GRANT ARC RUS GRANT  RUS LOAN TOTAL
$5,050,087.01 § 978,800.00 $ 11532384 $ 832,000.00 $ 6,976,211.75
$  740,000.00 $ 740,000.00
$ 20,000.00 $ 20,000.00
$  29,200.00 $  29,200.00
$ 16,000.00 $  16,000.00
$  5,000.00 $  5,000.00
$ 425000.00 $ 198,000.00 $ 372,000.00 $ 995,000.00
$ 111,000.00 $ 111,000.00
$  2,000.00 $ 200000
$  60,000.00 $  60,000.00
$ 316,676.16 $ 316,676.16

$ 5,050,087.91 $ 1,500,000.00 $ 1,370,000.00 $ 1,351,000.00 $ 9,271,087.91



Bond Counze)

USDA mamle Q1OTEO . 6o |
Bl

United States Department of Agriculture
Rural Development
West Virginia State Cffice

April 11, 2007

Richard Kinder, Chairman
Danese Public Service District
Drawer C

Danese, WV 25831

Dear Mr. Kinder;

This letter, with Attachments 1 through 14 and enclosures, 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 shali be cause for discontinuing processing of the
application.

The docket may be completed on the basis of an RUS loan in the amount of $1,351,000, an RUS
grant in the amount of $1,370,000, and other funding in the amount of $1,500,000, for a total
project cost of $4,221,000. The other funding is planned in the form of a grant from the HUD
Smal] Cities Block Grant program.

The loan will be considered approved on the date a signed copy of Form RD 1940-1, “Request for
Obligation of Funds,” is mailed to you. The interest rate will be the lower of the rate in effect at
the time of loan approval or the time of loan closing.

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 attached to the copies as noted.
Enclosed are the following:

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

Attachment No. 2 - Water and Waste Processing Checklist (All Copies)

Attachment No. 3 - RUS Instruction 1780, Subparts A and B (Applicant Copy)

Attachment No. 4 - RUS Instruction 1780, Subpart C (Engineer Copy)

Attachment No. 5 - RUS Instruction 1780, Subpart D (Attorney and Bond Counsel
Copies)

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

Attachment No. 7 - RUS Bulletin 1780-26, “Guidance for the Use of EJCDC
Standard Documents on Water and Waste Projects with RUS Financial Assistance”

Attachment No. 8 - Government Auditing Standards (Revision 2003) (Accountant

Copy)

Faderal Building = 75 High Street « Suite 320 » Morgantown, WV 26705-7500
Phone: (304} 284-4860 OR 1-800-295-8228 « Fax: (304) 284-4893 » TDD: (304) 284-4836
Waeb: htip://www.rurdev.usda.goviwy

Committed to the future of rural communities.
“USDA is an equal oppertunity provider, employer and lender.”

To file a complaint of discrimination write USDA, Director, Office of Civit Rights, 1400 independence Avenue, S.W.,
Washington, DC 20250-8410 or call (B00)795-3272 {voice) or {202) 720-6382 (TDD},



Attachment No. 9 - RUS Bulletin 1780-30, “Water Programs Audit Guide and
Compliance Supplement”

Attachment No. 10 - RUS Bulletin 1780-31, “Water Programs Compliance
Supplement for OMB Circular A-133 Audits”

Attachment No. 11 - Water Users Agreement (Applicant and Attorney Copies)

Attachment No. 12 - Declination Statement (Applicant and Attorney Copies)

Attachment No. I3 - Sample Credit Agreement (Applicant Copy)

Attachment No. 14 - Various other RD Forms as identified on Attachment No.2

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 4.125%
interest rate and a monthly amortization factor of 0.00435, which provides for a monthly
payment of $5,877. You have the option of participating in the PREAUTHORIZED DEBIT
(PAD) payment process. It will allow for your payment to be electronically debited from your
account on the day your payment is due. Your authority must establish and fund monthly a
debt service reserve account, which equals 10% of your monthly payment each month until
you accumulate the equivalent of one annual installment on your loan.

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 shail 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,

2. Security - The loan must be secured by a statutory lien of equal priority with the PSD’s
outstanding water revenue bonds, a pledge of the system’s revenues and other agreements
between you and 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 RUS Bulletin 1780-12 and RUS Bulletin 1780-27 which are mentioned later.

3. Users - This conditional commitment is based upon you providing evidence that you will have
at least 737 bona fide users on the proposed system when it has been completed and is placed
in operation. This evidence will consist of 178 signed user agreements and a signed
certification from you that identifies and attests to the number of users actually connected to
and using the PSD’s existing water systermn, which is to be partially replaced by the new
system, at the time you request authorization to advertise the proposed project for construction
bids.

The enclosed Water Users Agreement will be used. Each user signing an agreement must
make a user 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.” A guide “Service Declination Statement” is attached for your use. If a potential
user refuses to sign either a user 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. Information and material evidencing
compliance with this requirement must consist of (1) your certification (written) as to the
number of users connected to and using the water service of the existing system (paying
monthly bills), (2) signed user agreements, (3) signed service declination statements, (4)
records evidencing user contributions having been paid, (5) a map locating each potential
user’s property in the new service area identifying it by number, (6) a list of all signed

bona fide users numbered 50 as to be a cross-reference with the map, and (7) a list

of all declination statements numbered so as to be a cross-reference with the map.

4. Bond Counsel Services - The services of a recognized bond counsel are required. The bond
counsel will prepare the form of resolution to be used, in accordance with Subpart D of RUS
Instruction 1780. You should immediately provide your bond counsel with a copy of this
letter of conditions, its attachments and enclosures.

5. Accounting Services — It will be necessary for you to obtain the services of a qualified
accountant. The accountant must agree to develop and provide the following:

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

b. Prior to loan/grant closing, your accountant must certify that the accounts and records as
required by your bond resolution have been established and are operational.

The Accountant’s Agreement should be submitted to RUS for review. Compensation in the
contract should include only those services identified above and not include payment for
construction management services from the accountant unless RUS concurrence is obtained.

RUS regulations (Attachment No. 3) outline requirements for the submission of management
reports and audits. Appropriate state statutes place certain andit requirements on your PSD.
The attached booklets, “Government Auditing Standards (Revised 2003)” (Attachment

No. 8), and RUS Bulletins 1780-30 and 1780-31 (Attachment Nos. 9 and 10) outline audit
requirements.

You are reminded that certain provisions of the Office of Management and Budget Circular
A-133 are applicable to any public body or nonprofit association that expends $500,000 or
more in federal funds in any one fiscal year. You must enter into an agreement annually with
an accountant {or the State Tax Department) to perform the audit. The agreement must be in
accordance with the requirements of the State Tax Commissioner of West Virginia.
Compensation for preparation of the A-133 audit or your annual audit are not included in
project funds and should be paid from the operational revenues generated from your system
operation.



6. Facility Contro] - 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 RD 1927-9,
“Preliminary Title Opinion” may be used. In the case of your existing system or where
the PSD already acquired real property (land or facilities), a preliminary title opinion(s)
concerning all such property(s) will be provided.

¢. A narrative opinion from your attorney concering 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.

d. A certification and legal opinion relative to title to rights-of-way and easements. Form
RI> 442-22, “Opinion of Counsel Relative to Rights-of-Way,” may be used. This form
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, a new Form RD 442-
22, must be provided which does not provide for any exceptions. The attorney’s legal
opinion should include a certification that all requirements of the Uniform Relocation
Assistance and Real Property Acquisition Policies Act of 1970 and West Virginia State
Code Chapter 54 have been met in the acquisition of both real property and rights-of-
way. Such requirements may include, but are not limited to, distributing informational
material to all affected property owners, and completing appraisals of the affected
properties.

e. On the day of loan closing, the PSD’s attomey must furnish final title opinions on all
land(s) being acquired. Form RD 1927-10, “Final Title Opinion” may be used. In the
case of your existing system 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,

7. 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:

- West Virginia Department of Highways
- Railroads

- State Department of Health

- Department of Environmental Protection
- Corps of Engineers

- Public Land Corporation



8. Public Service Commission Approvals - You must obtain the following from the West
Virginia Public Service Commission:

a. A Certificate of Convenience and Necessity.

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

c. Approval of financing for the project’s proposed 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.

9. Insurance and Bonding Requirements - Prior to preliminary loan closing, you must acquire
the following insurance and bond coverage:

a. 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.

b. Workers’ Compensation - In accordance with appropriate State laws.

c. 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. During the construction
phase of your project, this maximum amount will be much greater than normal; therefore,
it is our recommendation that you temporarily increase your coverage to the estimated
highest monthly construction drawdown. Once construction is complete, you may
decrease the amount of your coverage. Please note that the cost of the temporary increase
in coverage is an eligible project cost,

The minimum coverage acceptable to RUS once your project is in operation will be for
each position to be bonded for an amount at least equal to one annual instaliment on your
loan(s).

d. 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:

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

(2) 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.

e. 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.

10. Contract Documents, Final Plans and Specifications -

a. The contract documents should consist of the following:

(1) EICDC Document No. 1910-8-A-1-FA, 1997 Edition, “Standard Form of
Agreement between Owner and Contractor on the Basis of Stipulated Price” and
EICDC Document No. 1910-8-FA, “Standard General Conditions of the
Construction Contract — Funding Agency Edition” and Attachments. The EJCDC
document is issued under copyright and cannot be provided by RUS.

(2) “RUS Supplemental General Conditions.”

RUS Bulletin 1780-26, “Guidance for the Use of EJCDC Standard Documents on Water and
Waste Projects with RUS Financial Assistance,” is enclosed for use by your engineer in the
preparation of the contract documents. (Attachment No. 7).

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

(1) Liability Insurance - Personal Liability - $500,000; Property Damage - $200,000 —
$200,000. This coverage must include indemnification of the PSD and its engineer,
The contract documents suggest certain limits of liability for insurance coverage.
Those limits should be considered as minimum requirements only. It is
recommended you consider increasing the given limits of liability after analyzmg
your specific needs.

(2) Builder's Risk Insurance - On all structures and mechanical and electrical equipment
in place or stored on the site to the full insurable vajue 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,

1. 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. A copy of the proposed agreement should be
provided for RUS review,- A Sample Credit Agreement is attached for your use in meeting
this requirement (Attachment No. 13).



12.

13.

14.

15.

16.

Disbursement of Funds - The RUS funds will be advanced as they are needed in

the amount(s) necessary to cover the RUS proportionate share of any disbursements required
of your PSD, over 30 day periods. Any grant funds not disbursed immediately upon receipt
must be deposited in an interest bearing account.

Public Bodies — Interest earned on grant funds in excess of $100 per year will be submitted
to RUS at least quarterly as required in 7 CFR 3016.

The PSD will establish a separate fund, to be known and hereafter referred to as the
Construction Account, with a lending institution insured by the Federal Deposit Corporation.
The account shall be used solely for the purpose of paying the costs of the project as outlined
in the construction budget. All funds in the account will be secured by a collateral pledge
equaling at least 100% of the highest amount of funds expected to be deposited in the
Construction Account. All deposits in excess of $100,000 will be secured by a collateral
pledge in accordance with Treasury Circular Number 176.

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 Project Funds - Prior to advertisement for construction bids, you must provide
evidence showing the approval of any other project funds. This evidence should include a
copy of the funding award. Prior to award of the contract(s) to the contractor(s), you must
provide evidence that the other project funds are available for expenditure. This evidence
should consist of at least a letter from the funding agency 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 RD 1940-1 - “Request for Obligation of Funds”

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

RUS Bulletin 1780-27 - “Loan Resolution (Public Bodies)”

Form RD 400-1 - “Equal Opportunity Agreement”

Form RD 400-4 - “Assurance Agreement”

Form AD 1047 - “Certification Regarding Debarment - Primary”

Form AD 1049 - “Certification Regarding Drug-Free Workplace™

Form RD 1910-11 - “Applicant Certification, Federal Collection Policies”

FmHA Instruction 1940-Q, Exhibit A-1, “Certification for Contracts, Grants and
Loans”

Standard Form LLL - “Disclosure of Lobbying Activities” (If Applicable)

Certification of Compliance

Form RD 1942-46, “Letter of Intent to Meet Conditions”

The enclosed Water and Waste Processing Checklist (Attachment No. 2) outlines the items
needed to complete the loan and grant docket. Al 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.

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 frorn you and your engineer as
to the acceptability of the bids received, and (c) your 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 closing 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 loan closing will be
scheduled.

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 and would be applied as an extra payment toward the loan balance.

If the conditions set forth in this letter are not met within twelve (12) 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 twelve-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 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 yours,

A Y VO R N
I LY. VVVIVAND
ROBERT M. STEPTOE
State Director

Enclosures
cc: Rural Development Specialist (RUS) E.L. Robinson
Beckley, WV ATTN: Ray Tilley, P.E.
207 Brookshire Lane
Imre D. Pentek, CPA Beckley, WV 25801
P.O. Box 1390
Lewisburg, WV 24901 West Virginia Development Office
ATTN: Tracey Rowan, Manager
James C. Blankenship, III Project Development
Attorney at Law Capitol Complex, Building 6, Room 553
P.O. Box 326 1900 Kanawha Boulevard, East
Fayetteville, WV 25840 Charleston, WV 25305-0311

Bond Counsel



Guide - Revised 1/04

Attachment No. 1 to Letter of Conditions
For: Danese PSD

Date: April 11, 2007

Project Construction Budget

PRO.JECT COST SCBG BRUS GRANT RUS LOAN JOTAL
CONSTRUCTION $ 1,155,600 $ 1,099,220 $ 963,100 $ 3,217,920
CONST. CONTINGENCY 3 80,900 $ 76,920 % 67,400 § 225,220
LAND & RIGHTS $ 3,600 § 3,400 $ 3,000 % 10,000
LEGAL FEES $ 10,500 § 10,000 $ 8,700 % 29,200
BOND COUNSEL $ 5700 % 5500 $ 4,800 % 16,000
ACCOUNTING $ 1,800 % 1,700 § 1,500 § 5,000
ENGINEERING FEES $ 131500 $ 125200 $ 109,600 $ 366,300

Basic-$ 261,300

insp. - § 85,000

Special-! 20,000
INTEREST $ 111,000 $ 111,000
ADMINISTRATION $ 60,000 $ 60,000
PERMITS $ 16,200 § 15,400 $ 13,400 § 45,000
REFINANCING $ 40,000 $ 40,000
PROJECT CONTG. $ 34,200 $ 32,660 $ 28,500 % 95,360
TOTAL $ 1,500,000 $ 1,371,000 $ 1,350,000 $ 4,221,000
Rates

Avaitable for general domestic, commercial, and industrial service.

First 3,000 $ 9.03 per M gallons
Next 7,000 $ 7.28 per M gallons
Next 10,000 $ 6.16 per M gallons
Over 20,000 $ 5.65 per M gallons

Minimum Charge

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

27.09  per month
40.64  per month

1" meter 67.72  per month
11/4*  meter 98.88  per month

5/8" x 3/4" meter $
$
$
$
11/2° meter $ 135.45  permeonth
$
$
$
$
$

3/4" meter

2" meter 216.72  per month
3" meter 406,35  per month
4" meter 677.25 per month
6" meter 1,354.50  per month
g* meter 2,167.20  per month

Minimum Monthly Bill $ 27.09 for galions 3000



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 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

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

Reconnection Charge
$25.00

Use and Income Analysis - See Attached

Cash Flow Apalysis - See Attached
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Danese FPublic Service District
OPERATING BUDGET

OPERATING INCOME
Metered Sales 346,595
Penalties 5,400
Other income 287
Reconnect Fees
TOTAL OPERATING INCOME $ 352,282

NON OPERATING INCOME

Interest income $ 1,206

TQTAL NON OPERATING INCOME $ 1,208
TOTAL INCOME $ 353,488
EXPENSES

O&M $205,813

Taxes $ 11,501

TOTAL EXPENSES $ 217,314
INCOME AVAILABLE FOR D/S (A) $ 136,174
DEBT SERVICE

Existing Bond P & { (B) $ 43,917

Proposed Bond P & | (B) $ 70,470

TOTAL DEBT SERVICE $ 114,387

DEBT SERVICE RESERVE

Debt Service Reserve* $ 8,954

TOTAL DEBT SERVICE RESERVE 3 8,954
SURPLUS (DEFICIT) $ 12,833
DEBT COVERAGE (A/B) $ 1.19
Rate Increase Needed $ (1)

{(Total Debt Service * 1.15)-Income Available for Debt Service)/Metered Sales*100



Attachment No, 2 to Letter of Conditions - Guide - Revised 1/04
For: Danese Public Service District (Water)

Aprit 11, 2007
UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL UTILITIES SERVICE
Water and Waste Processing Checklist
Form Document Number  Procedure  Provided Target Date File
Number MCtion Needed Reference By Date Received Posilion
SF 424.2 Application
for Federal
Assislance 3 1780.31(b) Applicant Have 3
DUNS Number 1 Applicant Have 3
CAIVRS CPAP
Number 1 RUS Have Form
Public Notice
of Intent to
File App./ 1780.19(a)
Env. Notice 3 1794 Applicant Have 3
Bulletin Applicant
1780-22 Eligibifity
Certification/
Other Credit
Certification 1 1780.33(d) Applicant Have 3
Bond Ordn.
or Resol. On
Qutstanding Applicant/
Debts 1 1780.33{c} Atorney Have 5
Bonds or Notes
Outstanding - Applicant/
Debt 1 1780.33(e) Afttorney Have 2
Audit for last
year of Applican¥/ .
operation 1 1780.33(e) Accountant Have 1
Staff Review
Financial
Statements 1 S.i.1780.2 RUS Have 1
EJCDC No. Agreement
1910-1-FA  between Owner Applicarnt/ -
& Engineer 3 1780.39(b) Engineer Have 6




Form
Number

Bulletin
1780-7 or
other
approved

Bulletins
1780-2
1780-3

Document Number  Procedure  Provided Target Daie File
or_ Action Needed Reference By Date Recelved Position
Legal Services
Agreement
with Local 1780,39 Applicant/
Attornay 3 {b){2) Attorney Have 5
Site Visit S.1.1780-2 RUS 3
Processing
Conference 1 1780.39{(a) RUS 3
Environmental
Report 2 1794 Applicant Have 3
Environmental RUS/
Assessment 2 1794 Engineer Have 3
FONSV/ Exhibit 1
Evidence of RUS 1784 RUS/
Publication 1 News Ad Applicant Have 3
Preliminary
Engineering
Report 2 1780.33(c) Engineer Have 6
Staff Engineer
PER Review 1 1780.33{(c) RUS Have 3
Bill Analysis
for existing Applicant/
system(s) 2 1780.33(c) Engineer Have 8
Projected Bill
Analysis for Applicant/
New Users 2 1780.33(c) _Engineer Have 8
Statement
reporting the
total number
of potential Applicant/
users 1780.33(c} Engineer 8
Rate Tariff 2 1780.33 Applicant Have 8
Applicant's
RS Tax
Number{TIN) 1 1780.33(g) Applicant Have 3




Form
Number

Bulletin
1780-1

AD 1049

Exhibit
Al A

CPAP
Form

CPAP
Form

RD
1940-1

Bulletin
1780-12

RD
1942-46

Document Number
or Action Needed

Procedure

Agency Det-
ermination on
the Availability
of *Other Credit”
with Docu-
mentation

1780.7(d)

Relerence

Provided
By

Target
Date

RUS

Date

Received

Have

File
Position

Documentation on
Service Area

1780.11

RUS

Have

Project
Selection
Criteria

1780.17

RUS

Have

Letter of
Conditions

1780.41
(@)(5)

RUS

Have

Certification
Regarding
Drug-Free
Workplace

1780.33(h)

Applicant

Have

Minutes Adopting
Drug-Free
Workplace
Program

LOC

Applicant

Certifications

"Regarding

Lobbying

1780.33(h)

Applicant

Have

Project
Information

1780.41(a)

RUS

Have

Underwriting
information

1780.33(h}

Applicant

Have

Request for
Obligation of
Funds

1780.41(a)

RUS/
Applicant

Have

Association
Water or Sewer
System Grant
Agreement

1780.45(c)

RUS/
Applicant

Have

Letter of intent
to Meet
Conditions

1780.41
(2)(6)

Applicant

Have




Form
Number

AD 1047

RD
1910-11

Bulletin
1780-27

RD
400-1

RD
400-4

Document
or Action

Certification
Regarding
Debarment
(Primary)

Procedure
Reference

1780.33(h)

Provided Target
By Date

Applicant

Date

Received

Have

File
Position

Relationships/
Associations
with Agency
Employees

1780.1(f)

RUS

Have

Applicant
Certification,
Federal Collect-
ion Policies

1780.33(h)

Applicant

Have

Loan
Resolution

1780.45
(a{2)

Applicant

Have

Equal
Opportunity
Agreement

1901-E

Applicant

Have

Assurance
Agreement

1901-E

Applicant

Have

Legal Services
Agreement
with Bond
Counsel

1780.39
(b)3)

Applicant/
Bond Counsei

Have

Agreement for
Accounting
Services

1780.39
(b)(2)

Applicant/
Accountant

Water Users
Agreement

{Copy)

1780.39
(€}(3)

Applicant

Evidence
of Users:

. Map of Users

with each
identified by
number

LOC

Applicant

Separate
File

. List of Signed
Users Numbered

to Map

LOC

Applicant




Form Document Procedure  Provided Target Date File
Number or Action Reference By Date Received Position
3. List of Declination
Statements
Numbered
to Map LOC Applicant 5
4. Evidence of
Tap Fees
Being Paid LOC Applicant 5
5. Having Users
Agreements and
Declination
Statements
Available LOC Applicant
6. Certification
Relative to
Existing
Users LOC Applicant 5
Verification
of Users 1780.44(b} RUS 3
Accountant's Applicant/
Certification LOC Accountant 3
RUS Review
of Accounting S.1. 1780-4
Records {1)(iD) RUS 3
Copy of PSC .
Rule 42 Attorney/
Exhibit State Accountant 3
Lender
Agreement/ Interim
Bulletin Financing
1780-10/ Documenta- Applicant/
1780-10a  tion 1780.39(d} RUS 1
DOH Permit 1780.15(d) Applicant 6
Railroad
Permit 1780.15(d) Applicant 6
Public Land
Corp. Permit 1780.15(d) Applicant 6
Corps of
Engineers
Permit 1780.15(d) Applicant 6




Form
Number

RD
1927-9

RD
442-22

Document Number  Procedure  Provided Target Date . File
or Action Needed Reference By Date Received Position
Dept. of Health
Approval 1 1780.15(d) Engineer 6
Dept. of
Environmental
Protection
Permit 1 1780.15{d) Engineer 6
Contract Docu-
ments, Plans
& Specifi- Separate
cations 2 1780.61(a) Engineer Fite
Agency Deter-
mination on
Procurement 1 1780.70(d) RUS 6
Preliminary
Bond Transcript
Documents w/o
Defeasance ‘ Bond
Provisions 2 1780.83 Counse! 5
Right-of-Way Separate
Map 1 1780.44(g) Engineer File
Deeds and/or Applicant/
Options 1780.44.(q) Attorney 5
Preliminary 1780.44 Applicant/
Title Opinion 1 (9)(2) Attorney 5
Narrative
Opinion from
Attorney 1 1780.44(g) Attorney 5
Waiver of
Title Defects .
Letter 1 1780.44(g) RUS 5
Cpinion of
Counsel
Relative to 1780.44
R/MWays (@)1} Attorney 5
Review of
Outstanding RUS/
Judgment 1 1780.7(g) _ Aftorney 3
Operation and
Maintenance 1780.39
Agreement 1 {b)(4) Applicant 5




Form
Number

SF 3881

RD
442-10

RD
1927-10

RD
400-8

Document Number Procedure  Provided Target Date File
or Action Needed Reference By Date Received Position
Evidence of
"Other
Funds® 1 1780.44(f)  Applicant 2
Evidence of
Applicant
Conribution 1 1780.44(1) Applicant 2
Electronic Funds
Transfer
Payment Applicant/
Enroliment Financial
Form 1 31 CFR 208 Institution 2
Positive Pro-
gram fo En-
courage Con-
nections when 1780.39
Completed 1 {c)(5) Applicant 5
Appraisal
Report 1 1780.44(g) RUS 8
Documenta-
tion Relative 1780.1
to Health or {cH{1) RUS/State
Sanitary 1780.13 Health
Hazards 1 (b)(1) Department 2
PSC Applicant/
Approval 1 1780.15(b) Attorney 6
Bid
Tabulation 1 1780.61(b) Engineer 6
0OGC Closing
Instructions 1 1780.44(h) RUS 5
S/0 Closing
Instructions 1 1780.44(h) RBUS 5
Final Title 1780.44 Applicant/
Opinion 1 (@)(2) Attorney 5
Bond Tran-
script Docu-
ments w/o :
Defeasance Bond Separate
Provisions 3 1780.83 ©  Counsel File
Compliance
Review 1 1780.44{c) RUS 5




Form
Number

440-24

1924-16

AD 1048

Document Number  Procedure  Provided Target Date File
or Action Needed Reference By Date Received Position
Liabiiity
Insurance 1 1780.39(g) Applicant 7
Workers'
Compensation
Certificate 1 1780.39{g) Applicant 7
Flood insur-
ance Policy 1 1780.39(g) _Applicant 7
Fidelity
Bond 1 1780.38(g) Applicant 7
Record of Pre-
Construction RUS/
Conference 1 1780.76(a) Engineer 6
Certification
Regarding All
Debarment Appropriate
(Contractor) 1each 1780.33(h} Vendors 5
OGC Final
Opinion 1 1780.45(g) RUS 5



RUS Instruction 1780

Subpart D - Information Pertaining 10 Preparation of Notes or Bonds and Bond Transcript Documents for
Public Body Appiicants Subpart [ - Information Pertaining to Preparation of Notes or Bonds and Bond

Transcript Documents for Public Body Applicants®

§1780.80 General.

This subpart includes information for use by public body applicants in the preparation and
issuance of evidence of debt (bonds, notes, or debt instruments, referred to as bonds in this subpart) and

other necessary loan documents.

§1780.81 Policies related to use of bond counsel.

The applicant is responsible for preparation of bonds and bond transcript documents. The-
applicant will obtain the services and opinion of recognized bond counsel experienced in municipal
financing with respect to the validity of a bond issue, except for issues of $100,000 or iess. With prior
approvai of the approval official, the applicant may elect not to use bond counsel. Such issues wiil be

closed in accordance with the following:

(a) The appiicant must recognize and accept the fact that application processing may require
additional tegal and administrative time; :

(b) 1t must be established that not using bond counset wili produce significant savings in total
legal costs;. : .

(¢) The local attomey must be able and experienced iﬁ handiing this type of legal work;

(d) The applicant must understand that it will likely have to abtain an opinion from bond counsel
at its expense should the Agency require refinancing of the debt;

(e) Bonds will be prepared in accordance with this reguiation and conform as closely as possible
to the preferred methods of preparation stated in §1780.94; and

() Closing instructions must be issued by OGC.

§1780.82 [Reserved]
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RUS |nstmctio_n 1780

§1780.83 Bond transcript docurnents

Any questions reiating to Agency requirements should be discussed with Agency representatives.
Bond counsel or local counsel, as appropriate, must fumish at least two complete sets of the following to
the applicant, who will fumish one complete set to the Agency:

+

(a) Copies of ail organizational documents;
{(b) Copies of general incumbency certificate;

(c) Cerlified copies of minutes or excerpts from all meetings of the governing body at which
action was taken in connection with the authonizing and issuing of the bonds;

(d) Certified copies of documents evidencing that the applicant has complied fuily with all
statutory requirements incident to calling and holding a favorable bond election, if one is

necessary;

(e) Certified copies of the resolutions, ordinances, or other documents such as the bond
authorizing resolutions or ordinances and any resolution estabiishing rates and regulating use of
facility, if such docurnents are not inctuded in the minutes fumished;

(h Copies of the official Notice of Sale and the affidavit of publication of the Notice of Sale when
- State statute requires a public sale;

(g) Specimen bond, with any attached coupons;
(h) Attorney's no-litigation certificate;

() Certified copies of resolutions or other documents pertaining to the bond award;
i
() Any additional or supporting docurnents required by bond counsel,

(k) For loans involving multiple advances of Agency loan funds, a preliminary approving opinion
of bond counsel (or focat counsel if no bond counsel is invoived) if a final unqualified opinion
cannot be obtained until all funds are advanced. The preliminary opinion for the entire issue shall
be delivered at or before the time of the first advance of funds. it will state that the applicant has
the legal authority to issue the bonds, construct, operate and maintain the facility, and repay the
foan, subject only to changes occurring during the advance of funds, such as litigation resulting
from the failure to advance foan funds, and receipt of closing cerificates;

() Final unqualified approving opinion of bond counsel, (and preiiminary appraving opinion, if
required) or locat counsel if no bond counsei is invoived, including an opinion as to whether
interest on bonds will be exempt from Federal and State income taxes. With approval of the
State program official, a finai 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 opinion to contain language referring to the last sentence of Section 306 (a)(1) or to
Section 308A (h) of the. Consclidated Farm and Rurai Development Act (7 U.S.C. 1926 (a)(1) or

1829a (h)).
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RUS Instruction 1780

§§1780.84 and 1780.86 [Reserved]
§1780.87 Pe‘m'_l_anent instruments for Agency loans.

Agehcy joans will be evidenced by an instrument determined legally sufficient and in accordance
with the following order of preference: , :

(a) First preference - Form RD 440-22, "Promissory Note”. Refer to paragraph (b) of this section
for methods of various frequency payment catculations.

(b) Second preference - sin le'instruments with amortized instaliments. A single instrument
providing for amortized instailments which foliows Form RD 440-22 as closely. as possible. The
fuil amount of the loan must show on the face of the instrument, and there must be provisions for
entering the date and amount of each advance on the reverse or an attachment. When principal
payments are deferred, the instrument will show that "interest only" is due on interest-oniy '
instaliment dates, rather than specific dollar amounts. The payment period including the "interest
only"” instaliment cannot exceed 40 years, the useful life of the facility, or State statute limitations,
whichever occurs first. The amortized instaliment, computed as follows, will be shown as due on

instaliment dates thereafter.

(1) Monthiy payments. Multiply by twelve the number of years between the due date of the
‘last interest-oniy installment and the final instaliment to determine the number of monthly
payments. When there are no interest-only instaliments, multiply by tweive the number of
years over which the loan is amortized. Then muitiply the loan amount by the amortization
tactor and round to the next higher dollar.

(2) Semiannuat payments. Multiply by two the number of years between the due date of
the iast interest-only instaliment and the due date of the final instaliment to determine the
correct number of semiannuat periods. When there are no interest-only instaliiments,
multiply by two the number of years over which the loan is amortized. Then multiply the
joan amount by the applicable amortization factor.

(3) Annual payments. Subtract the due date of the last interest-only installment from the
due date of the final instaliment to determine the number of annual payments. When there
are no interest-only instaliments, the number of annual payments will equal the number of
years over which the loan is amortized. Then multiply the loan amount by the applicabie
amonrtization factor and round to the next higher dollar.
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RUS Instruction 1780

(¢} Third preference - single instruments with instaliments of principal plus interest. If a single
instrument with amortized instaliments is not legaliy permissible, use a singie instrument providing
for instaliments of principal plus interest accrued on the principal balance. For bonds with
semiannuai interest and annual principal, the interest is calculated by muitiplying the principal
balance times the interest rate and dividing this figure by two. Principal instaliments are to be
scheduled so that total combined interest and principal payments closely approximate amortized

payments. .

(1) The repayment terms conceming interest only instailmeﬁts described in paragraph (b)
of this section apply. .

(2) The instrument shall contain in substance provisioné indicating:
() Principal maturities and due dates; |

(i) Regular payments shall be applied first to interest due through the next principal
and interest instaiiment due date and then to principal due in chronological order
stipulated in the bond; and

(i) Payments on delinquent accounts will be applied in the following sequence:

(A) biiled definquent interest;

(B) past due interest instaliments;

(C) past due principal instaliments;

(D) interest instaliment due; and

(E) principal instaliment due.
(d) Fourth preference - serial bonds with installments of principal pius interest. If instruments
described under the first, second, and third preferences are not legally permissible, use senal
bonds with a bond or bonds delivered in the amount of each advance. Bonds will be numbered
consecutively and delivered in chronological order. Such bonds will conform to the minimum

requirements of §1780.94. Provisions for application of payments will be the same as those set
forth in paragraph (€)}(2)(il) of this section. - ‘

(¢) Coupon bonds. Coupon bonds will not be used uniess required by State statute. Such bonds
will conform to the minimum requirements of §1780.94.

§1780.88 [Reserved]
§1780.89 Multipte advances of Agency funds using permanent instruments.

Where interim financing from commercial sources is not used, Agency loan proceeds will be
disbursed on an "as needed by bamower" basis in amounts not to exceed the amount needed during 30-

day periods.
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RUS Instruction 1780

§1780.80 dvances of A funds using temporary debt instruments.

When none of the instruments described in §1780.87 are legally permissibie or practical, a bond
anticipation note or similar temporary debt instrument may be used. The debt instrument wiil provide for
multiple advances of Agency funds and will be for the full amount of the Agency loan. The instrument
will be prepared by bond counsel, or jocal counsel if bond counsel is not invoived, and approved by the
State program official and OGC. At the same time the Agency delivers the last advance, the borrower
will detiver the permanent bond insirument and the canceled temporary instrument will be retumed to the
borrower. The approved debt instrument will show at least tha following: :

(a) The date from which each advance will bear interest,;

"(b) The interest rate as determined by §1780.13;
(c) A payment scheduie providing for interest on ouistanding principal at least annually; and

(d) A maturity date which shall be no eartier than the anticipated i'ssuance date of the permanent
" instruments and no longer than the 40-year statutory fimit.

§§1780:91 - 1780.93 [Resérved]

§1780.94 Minimum bond specifications.

The provisions of this section are minimum speciﬁcattdns only and must be followed to the extent
legally permissible. ‘ ‘ :

(a) Type and denominations. Bond resolutions or ordinances will provide that the instruments be
either a bond representing the total amount of the indebtedness or serial bonds in denominations
customarily accepted in municipal financing (ordinarily in multiptes of not less than $1 ,000).
Singte bonds may provide for repayment of principal pius interest or amortized installments.
Amortized instaliments are preferred by the Agency.

(b) Bond registration. Bonds will contain provisions permitting registration for both principal and
interest. Bonds purchased by the Agency wiil be registered in the name of "United States of

~ America® and will remain so registered at ail times while the bonds are held or insured by the
Government. The Agency address for registration purposes will be that of the Finance Office.
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RUS instruction 1780

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

loan.

(d) Date of bond. Bonds wilt nomnally be dated as of the day of delivery. However, the borrower
may use another date if approved by the Agency. Loan closing is the date of delivery of the
bonds or the date of delivery of the first bond when utilizing serial bonds, regardless of the date of
delivery of the funds. The date of delivery will be stated in the bond if different from the date of
the bond. In all cases, interest will accrue from the date of delivery of the funds.

(e) Payment date. Loan payments will be scheduled to coincide ;vith income availability and be
in accordance with State law.

(1) If income is available monthly, monthly payments are recommended unless preciuded
by State law. If income is available quarterly or otherwise more frequently than annuaily,
payments must be scheduled on such basis. However, if State law only permits principal”
plus interest (P&l) type bonds, annual or semiannual payments will be used.

(2) The payment schedule will be enumerated in the evidence of debt, or if that is not
feasible, in a suppiementai agreement.

(3) If feasible, the first payment will be scheduled one full month, or other period, as
appropriate, from the date of loan closing or any deferment period. Due dates falling on the
20th, 30th, and 31st day of the month will ba avoided. When principal payments are
deferred, interest-only payments will be scheduled at ieast annually.

(N Exira payments. Extra payments are derived from the sale of basic chattel or real estate
security, refund of unused loan funds, cash proceeds of property insurance and simiiar actions
which reduce the vaiue of basic security. At the option of the borrower, regular facility revenue
may aiso be used as extra payments when.regular payments are current. Unless otherwise
established in the note or bond, extra payments wiil be appiied as foliows:

(1) For loans with amortized debt instruments, extra payments will be applied first to
interest accrued to the date of receipt of the payment and second to principal.

(2) Forloans with debt instruments with P&l installments, the extra payment will be applied -
to the final unpaid principal instaiiment. :

(3) For borrowers with more than one ioan, the exira payment will be appiied to the

account secured by the lowest priority of lien on the property from which the extra
payments was obtained. Any balance will be applied to other Agency loans secured by the

property from which the extra payment was obtained.
(4) For assessment bonds, see paragrapﬁ (k) of this sécuon.

(g) The place of payments on bonds purchased by the Agency will be determined by the Agency.

(h) Redemptions. Bonds witl normaily contain customary redemption provisions. However, no
premium will be charged for early redemption on any bonds heid by the Government.
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_ 'RUS Instruction 1780

() Additional revenue bonds. Parity bonds may be issued to complete the project. Otherwise,
parity bonds may not be issued uniess acceptable documentation is provided establishing that net
revenues for the fiscal year following the year in which such bonds are to be issued will be at jeast
120 percent of the average annual debt serviced requirements on ail bonds outstanding, including
the newly-issued bonds. For purposes of this section, net revenues are, unless otherwise defined
by State statute, gross revenues less essential operation and maintenance expenses. 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

issued in accordance with the loan resolution. -
() Precautions. The following types of provisions in debt instruments should be avoided:
(1} Provisions for the holder to manually post each payment to the instrument.

(2) Provisions for retuming the permanent or temporary debt instrument to the borrower in
“order that it, rather than the Agency, may post the date and amount of each advance or

repayment on the instrument.

(3) Provisions that amend covenants contained in RUS Bulletins 1780-27 or 1780-28.
[Revision 2, 06/04/99]

(4) Defeasance provisions in foan or bond resolutions. When a bond issue is defeased, 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
preciudes the Agency from requiring refinancing before the final maturity date, it represents
a violation of the statutory refinancing requirement; therefore, it is disallowed. No loan
documents shall include a provision of defeasance.

-

(k) Assessment bonds. When security inciudes special assessment to be collected over the life of
the loan, the instrument should address the method of applying any payments made before they
are due. It may be desirable for such payments to be distributed over remaining payments due,
rather than to be applied in accordance with normal procedures governing extra payments, so that

the account does not become delinquent.

() Muitiple debt instruments. The following will be adhered to when preparing debt instruments:

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

(2) Loans obligated in different fiscal years and those obligated with different terms in the
same fiscal year will be evidenced by separate debt instruments;

(3) Loans obligated for the same loan type in the same fiscai year with the same term may
be combined in the same debt instrument;

(4) Loans obiigated in the same fiscal year with different interest rates that will be closed at
the same interest rate may be combined in the same debt instrurnent.

Revision 2
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.RUS instruction 1780

§1780.85 Public bidding on honds.

Bonds offered for pub!ié sale shall be offered in accordance with State iaw and in such a maﬁner
to encourage public bidding. The Agency wili not submit a bid at the advertised saie uniess required by
State law, nor will reference to Agency’s rates and terms be included. If no acceptable bid is received,

the Agency will negotiate the purchase of the bonds.

§§1780.96 - 1780.100 [Reserved]
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DANESE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture}

RECEIPT FOR SERIES 2009 A BONDS

The undersigned, authorized representative of the United States Department of
Agriculture, Rural Utilities Service, for and on behalf of the United States of America (the “Purchaser™),
hereby certifies this 24th day of September, 2009 as follows:

1. On the 24th day of September, 2009, at Danese, West Virginia, the undersigned
received for the Purchaser the Danese Public Service District Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture), No. AR-1 (the “Series 2009 A Bonds™), issued as a single,
fully registered Bond, in the principal amount of $1,351,000, dated the date hereof, bearing interest at the
rate of 4.125% per annum, payable in monthly installments as stated in the Bond. The Series 2009 A
Bonds represent the entire above captioned Bond issue.

2. At the time of such receipt, the Series 2009 A Bonds had been executed and
sealed by the designated officials of the Public Service Board of Danese Public Service District (the
“Issuer’™).

3. At the time of such receipt, there was paid to the Issuer the sum of $78,587.03,
being a portion of the principal amount of the Series 2009 A Bonds. The balance of the principal amount
of the Series 2009 A Bonds will be advanced by the Purchaser to the Issuer as acquisition and
construction of the Project progresses.

[Remainder of Page Intentionally Blank]
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WITNESS my signature on the day and year first written above.

licar (] Sl

Authorized Representative

09.03.09
210780.0000%
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. UNITED STATES OF AMERICA
"DANESE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

~ No. AR-1 $1,351,000

FOR VALUE RECEIVED, DANESE PUBLIC SERVICE DISTRICT (herein ealled
“Borrower”) promises to pay to the order of the United States of America (the “Government”), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place as the
Government may hereafter designate in writing, the “principal sum of ONE MILLION THREE
HUNDRED FIFTY-ONE THOUSAND DOLLARS ($1,351,000), plus interest on the unpaid principal
balance at the rate of 4.125% per annum. The said principal and interest shall be paid in the following
installments on the following dates: Monthly installments of interest only, comumencing 30 days
following delivery of the Bond and continuing on the corresponding day of each month for the first
24 months after the date hereof, and $5,877, covering principal and interest, thereafter on said
carresponding day of each month, except that the final instaliment 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
excepl that prepayments may be made as provided hereinbelow. The consideration herefor shall support
any agreement modifying the foregoing schedule of payments.

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

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

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

If the Government at any time assigns this Bond and insures the payment thereof,
Borrower shall continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized made by

Borrower may, at the option of the Government, be remitted by the Government to the holder promptly
or. except for final payment, be retained by the Government and remitted to the holder on either a
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calendar quarter basis or an annual installment due date basis. The effective date of every payment made
by Borrower, except payments retained and remitted by the Government on an annual instaliment due
date basis, shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the Government to
the holder on an annual installment due date basis shali be the date of the prepayment by Borrower and
the Gavernment 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 hoider.

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

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

This Bond is issued to {i) pay a portion of the costs of acquisition and construction of
certain extensions, additions, betterments and improvements to the existing public waterworks system of
the lssuer, and (i) to pay costs of issuance and related costs.

This Bond, together with any additional bonds ranking on a parity herewith which may
be issued and outstanding for the purpose of providing funds for financing costs of additions, extensions
and improvements to the waterworks system (the “System”) of the Borrower, is payable solely from the
revenues fo be derived from the operation of the System after there have been first paid from such
revenues the reasonable current costs of operation and maintenance of the System. This Bond does not in
any manner constitute an indebtedness of the Borrower within the meaning of any constitutional or
statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person or by
his. her or its attorney duly authorized in writing, at the office of the Borrower, as Bond Registrar, but
only in the manner, subject to the limitations and upon payment of the charges, if any, provided in the
herein defined Resolutions and upon surrender and cancellation of this Bond. Upen such transfer a new
Bond or Bonds, of authorized denomination or denominations, for the like principal amount, will be
issued to the transferee in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and incidents of a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may only

be transferred by transfer of registration hereof with the Bond Registrar.

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the

CH4978466.2



West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted September
22, 2009, authorizing issuance of this Bond (the “Resolution”).

if at any time it shall appear to the Government that Borrower may be able to obtain a
loan from a responsible cooperative or private credit source at reasonable rates and terms for loans for
similar purposes and periods of time, Borrower will, at the Government’s request, apply for and accept
such loan in sufficient amount to repay the Government.

, This Bond is given as evidence of a loan to Borrower made or insured by the Government
pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended. This Bond shall be
subjéct to the present regulations of the Government and to its future regulations not inconsistent with the
express provisions hereof.

THIS BOND 1S ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE OF
AND SECURITY FOR PAYMENT, WITH THE BORROWER’S WATER REVENUE BONDS,
SERIES 2002 (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED AUGUST 22, 2002,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $692,000 (THE “SERIES
2002 BONDS” OR “PRIOR BONDS”).

In accordance with the requirements of the United States Department of Agriculture, the
Ronds will be in default should any proceeds of the Bonds be used for a purpose that wili contribute to
excessive erosion of highly erodibie land or to the conversion of wetlands to produce an agricultural
commodity.
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IN WITNESS WHEREOF, DANESE 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, ail as of the date hereinabove written.

ICGRPORATE SEAL]

ATTEST:

Secretary:

CH4978466 2

DANESE PUBLIC SERVICE DISTRICT
(Name of Borrower)

'S.@

(Sié;lna_fﬁ‘t Y utlve Ofﬁmal)
Chairman:
Drawer C

(P.0. Box No. or Street Address)

Danese . West Virginia 2583}
(City, State and Zip Code)
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $78,587.03 09/24/09 {19)
@) (20)
(3) (21)
(4) (22)
5) (23)
(6 (24)
() (25)
(8) (26)
©) 27
(10) (28)
(1D 29)
(i2) (30)
(13) (1)
) (32)
{15 (33
(16) (34)
(17 (35)
(18) (36)
TOTAL §
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(Form of Assignment)
ASSIGNMENT

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

and does hereby irrevocably constitute and appoint , Attorney to
sransfer the said Bond on the books kept for registration of the within Bond of the said Issuer with full

power of substitution in the premises.

Dated: s

In the presence of:

CHA4978466.2



DANESE PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2009 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,351,000

REGISTRATION BOOKS

(No writing on these Books except by the Issuer as Registrar)

In Whose Name

Registered Signature of Secretary of Registrar

Bond No. | Date of Registration

AR-1 September 24,2000 | U fﬁggﬁfmem d" .
QAN D <) ‘

09.03.09
210780.0001
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Chase Tower, Eighth Floor Writer's Contact Information
STEPTOE & PO. Box 1588
OHNSON Charleston, WV 253261588
] {304) 353-8000 (304} 353-8180 Fax -

PLLC

ATTORNEYS AT LAW wwﬁ.steptoc-johnson.com

September 24, 2009

Danese Public Service District
Water Revenue Bonds, Series 2009 A

(United States Department of Agriculture)

Danese Public Service District
Danese, West Virginia

United States Department of Agriculture
Beckley, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Danese Public
Service District in Fayette County, West Virginia (the “Issuer”), of its $1,351,000 Water Revenue Bonds,
Series 2009 A (United States Department of Agriculture) dated the date hereof (the “Bonds™), pursuant to
Chapter 16, Article 13A of the West Virginia Code of 1931, as amended (the “Act”), and a Bond
Resolution duly adopted by the lssuer on September 22, 2009 (the “Bond Legislation”). We have
examined the law and such certified copies of proceedings and other papers as we deem necessary 1o
render this opinion.

As to questions of fact material to our opinion, we have relied upon the representations of
the 1ssuer contained in the Bond Legislation and in the certified proceedings and other certifications of

public officials furnished to us without undertaking to verify the same by independent investigation.

Based upon the foregoing, we are of the opinion, under existing law, as follows:

1. The Issuer is duly created and validly existing as a public service district and as a
public corporation and a political subdivision of the State of West Virginia with full power to adopt and
enact the Bond Legislation, perform the agreements on its part contained therein and issue and sell the
Bonds, all under the Act and other applicable provisions of law.

2. The Bond Legislation has been duly and effectively adopted and enacted by the
Issuer and constitutes a valid and binding obligation of the Issuer enforceable upon the Issuer.

3, Pursuant to the Act, the Bond Legislation creates a valid lien on the funds
pledged by the Bond Legislation for the security of the Bonds, on a parity with the Issuer’s Water
Revenue Bonds, Series 2002 (United States Department of Agriculture), dated August 22, 2002, issued in
the original aggregate principal amount of $692,000 (the “Series 2002 Bonds” or “Prior Bonds”).
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Danese Public Service District, et al.
Page 2 ‘

4. ‘The Bonds have been duly authorized, executed and delivered by the Issuer and
are valid and binding special obligations of the Issuer, payable solely from the sources provided therefor
in the Bond Legislation.

5. The Bonds have not been issued on the basis that the interest, if any, thereon is or
will be excluded from the gross income of the owners thereof for federal income tax purposes. We
express no opinion regarding the excludability of such interest from the gross income of the owners

thereof for federal income tax purposes or other federal tax consequences arising with respect to the
Bonds.

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

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

Very truly yours,

09.04.08
210780.00001
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JAMES C. BLANKENSHIP ITT
ATTORNEY AT Law
105 EAST WISEMAN AVENUE
FE O. Box 326
FAYETTEVILLE, WEST VIRGINIA 25840

304-574-3556
Fax 574-2365

September 24, 2009

Danese Public Service District
Water Revenue Bonds, Series 2009 A
{(United States Department of Agriculture)

Danese Public Service District
Danese, West Virginia

United States Department of Agriculture
Beckley, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

{adies and Gentlemen:

I am counsel to Danese Public Service District, a public service district in Fayette
County, West Virginia (the "Issuer™. As such counsel, I have examined copies of the approving opinion
of Steptoe & Johnson PLLC, as bond counsel, a resolution of the Issuer duly adopted September 22, 2009
(the "Resolution™), other documents and papers relating to the Issuer and the above-captioned Bonds of
the Issuer (the "Bonds") and documents and orders of The County Commission of Fayette County relating
to the creation of the Issuer and the appointment of members of the Public Service Board of the Issuver.
All capitalized terms used in the Resolution and not otherwise defined herein shall have the same
meanings as defined in the Resolution when used herein.

[ am of the opinion that:

1. The Issuer is duly created and validly existing as a public service district and as a
public corporation and political subdivision of the State of West Virginia.

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

3. The Resolution has been duly adopted by the Issuer and is in full force and effect.
4. The execution and delivery of the Bonds and the consummation of the
transactions contemplated by the Bonds and the Resolution, and the carrying out of the terms thereof, do

not and will not, in any material respect, conflict with or constitute, on the part of the Issuer, a breach of
or default under any agreement, document or instrument to which the Issuer is a party or by which the
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Danese Public Service District, et al.
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Issuer or its propertics are bound or any existing law, regulation, rule, order or decree to which the Issuer
is subject.

5. All permits, licenses, approvals, consents, certificates, orders, exemptions and
authorizations necessary for the due creation and valid existence of the Issuer, the issuance of the Bonds,
the acquisition and construction of the Project, the operation of the System and the imposition of rates and
charges have been entered and/or received, including, without limitation, all requisite orders, certificates,
consents and approvals from The County Commission of Fayette County and the Public Service
Commission of West Virginia, and the Issuer has taken any other action required for the imposition of
such rates and charges, including, without limitation, the adoption of a resolution prescribing such rates
and charges. The Issuer has duly published a notice of the acquisition and construction of the Project, the
issuance of the Bonds and related matters, as required under Chapter 16, Article 13A, Section 25 of the
West Virginia Code of 1931, as amended, and has duly complied with the provisions thereof.

6. To the best of my knowledge, there is no action, suit, proceeding or investigation
at law or in equity before or by any court, public board or body, pending or threatened, wherein an
unfavorable decision, ruling or finding would adversely affect the transactions contemplated by the Bonds
or the Resolution, the acquisition and construction of the Project, the operation of the System, or the
validity of the Bonds, or the collection or pledge of the Net Revenues therefor.

Very truly yours,

- %{7% )

JAMES C. BLANKENSHIP, I1I, ESQUIRE

09.04.08
210780.00001
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DANESE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORN'EY ON:

AUTHORIZATION AND AWARD OF BONDS
NO LITIGATION S g
GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC. _
CERTIFICATION OF COPIES OF DOCUMENTS

INCUMBENCY AND OFFICIAL NAME, ETC.

DELIVERY AND PAYMENT AND USE OF PROCEEDS

9.  LAND AND RIGHTS-OF-WAY

6.  MERTINGS; PUBLICATION AND POSTING OF NOTICES, ETC.
11.  CONTRACTORS’ INSURANCE, ETC.

12. CONNECTIONS, ETC.

13. MANAGEMENT

4.  CONFLICT OF INTEREST

(s PROCUREMENT OF ENGINEERING SERVICES

16,  EXBCUTION OF COUNTERPARTS

o N Oy B Y

We, the undersigned CHAIRMAN and SECRETARY of the Public Service Board of
Danese Public Service District, in Fayette County, West Virginia {the “Issuer”), and the undersigned
COUNSEL for the Issuer, acting for the Issuer and in its name, hereby state and certify on this the 24th
day of September, 2009, in connection with the Danese Public Service District Water Revenue Bonds,
Series 2009 A (United States Department of Agriculture), No. AR-1, dated the date hereof, fully
registered, in the principal amount of $1,351,000 (the “Series 2009 A Bonds™) as follows:

1. AUTHORIZATION AND AWARD OF BONDS: The undersigned are
authorized to execute this certificate on behalf of the Issuer and are knowledgeable with respect to the
matters set forth herein, The entire issue of the Series 2009 A Bonds have been duly awarded to the
Unmited States of America, acting by the United States Department of Agriculture, Rural Utilities Service
{the “Purchaser”), pursuant to a Letter of Conditions from the Purchaser, dated April 11, 2007, and all
amendments thereto, and the Resolutton of the Issuer duly adopted on September 22, 2009, authorizing
issuance of the Series 2009 A Bonds (the “Resolution” or “Bond Resolution™). All capitalized terms used
herein and not ofherwise defined herein shall have the same meaning as defined in the Bond Resolution
when used herein. The Series 2009 A Bonds are being issued on this date to (1) finance a portion of the
cost associated with the acquisition and construction of the Project, and (ii) pay certain costs associated
with the cost of issuance and related costs not otherwise provided for.
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2. NO LITIGATION: No controversy or litigation of any nature is now pending,
or, to the knowledge of any of the undersigned, threatened, restraining, enjoining or affecting in any
mamner the issuance and delivery of the Series 2009 A Bonds or receipt of any grant monies, if any,
committed for the System, hereinafter defined; nor questioning the proceedings and authority by which
the Issuer authorized the issuance and sale of the Series 2009 A Bonds; nor in any way questioning or
affecting the validity of the grants, if any, committed for the System or the validity of the Series 2009 A
Ronds or any provisions made or authorized for the payment thereof, including, without limitation, the
pledge or application of any monies or security therefor; nor questioning the existence, powers or
proceedings of the Issuer.or its Public Service Board (the “Governing Body™) or the title of the members
and officers thereof to their respective offices; nor questioning the operation of the System or the
acquisition and construction of the Project, a portion of the cost of which is being financed out of the
proceeds of sale of the Series 2009 A Bonds; nor questioning the rates and charges provided for services
of the System. '

3. GOVERNMENTAL APPROVALS: All applicable and necessary approvals,
permits, authorizations, registrations, exemptions, consents and certificates required by law for the
acquisition and construction of the Project, the operation of the System, including, without limitation, the
imposition of rates and charges, and the issuance of the Series 2009 A Bonds have been duly and timely
obtained and remain in full force and effect. Competitive bids for the acquisition and construction of the
Project were solicited in accordance with Chapter 5, Article 22, Section | of the Official West Virginia
Code of 1931, as amended, which bids remain in full force and effect.

The Issuer has received a Recommended Decision of the Public Service Commission of
West Virginia (the “PSC”) entered on January 28, 2009, in Case No. 08-1 837-PWD-CN, which became a
Final Order on March 27, 2009, 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 Final Order has
expired prior to the date hereof without any appeal. Such Final Order remains in full force and effect.

4, NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There has been no
adverse change in the fihancial condition of the Issuer since the approval by the Purchaser of a Joan to
assist in the acquisition and construction of the Project.

There are outstanding obligations of the Issuer which will rank on a parity with the Series
2009 A Bonds as to liens, pledge and source of and security for payment, and in all respects, being the
Tssuer’s Water Revenue Bonds, Series 2002 (United States Department of Agriculture), dated August 22,
2002, issued in the original aggregate principal amount of $692,000 (the “Series 2002 Bonds™ or “Prior
Bonds™). Other than the Prior Bonds, fhere are no other outstanding bonds or obligations of the Issuer
which rank prior to or on a parity with the Series 2009 A Bonds as to liens, pledge and/or service of and
secutity for payment.

The Issuer is not in default under the terms of the Prior Bonds or the resolutions
authorizing issuance of the Prior Bonds or any document in connection therewith, and has complied with
all requirements of all the foregoing with respect to the issuance of Parity Bonds or has obtained a
sufficient and valid consent or waiver thereof.
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5. SIGNATURES, ETC.: The undersigned Chairman and Secretary did, for the
Issuer on the date hereof, officially execute and seal the Series 2009 A Bonds with the official corporate
seal of the Issuer, an impression of which seal is on this certificate above our signatures and said officers
are the duly elected or appointed (as applicable), qualified and serving officers as indicated by the official
titles opposite their signatures below, and are duly authorized to execute and seal the Series 2009 A
Bonds for the Issuer.

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

Bond Resolution

Prior Bond Resolutions

Consent of USDA to Issuance of Parity Bonds
USDA Tetter of Conditions, with all amendments

Public Service Commission Order(s)

County Commission Orders on Creation of District

County Commission Orders of Appointment of Current Board Members

Oaths of Office of Current Board Members

Rules of Procedure

Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resolution

United States Department of Agriculture Loan Agreemernt
United States Department of Agriculture Grant Agreement
Evidence of Appalachian Regional Commission grant

Evidence of Abandoned Mine Lands grant

7. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper corporate title of
the Issuer is “Danese Public Service District” and its principal office and place of business are in Fayette
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County, West Virginia. The Issuer is a public service district and public corporation and political
subdivision of the State of West Virginia. The governing body of the Issuer is its Public Service Board
consisting of three duly appointed, qualified and acting members, whose names and dates of
commencement and termination of current terms of office are as follows:

Date of Date of

Name Commencement Termination
of Office of Office
Richard Kinder 03/07/08 03/30/14
Lawrence R Boley 02/05/06 03/30/12
Robert Richards 08/14/09 03/30/10

The names of the duly elected, appointed, qualified and acting officers of said Public
Service Board of said Issuer for the calendar year 2009 are as follows:

Chairman - Richard Kinder
Secretary - Lawrence Boley

The duly appointed and actmg Attomey for the Issuer is James C. Blankenship, II],
Esquire, of Fayetteville, West Virginia. .

8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the date hereof,
the Series 2009 A Bonds were delivered to the Purchaser at Danese, West Virginia, by the undersigned
Chairman for the purposes set forth herein, and at the time of such delivery, the Series 2009 A Bonds
have been duly and fully executed and sealed on behalf of the Issuer in accordance with the Resolution.

At the time of delivery of the Series 2009 A Bonds, the undersigned Chairman received
$78,5%7.03, being a portion of the principal amount of the Series 2009 A Bonds. Further advances of the
balance of the principal amount of the Series 2009 A Bonds will be paid to the Issuer as acquisition and
construction of the Project progresses.

The Series 2009 A Bonds are dated the date hereof, and interest on advances of the
principal thereof at the rate of 4.125% per annum is payable from the date of each respective advance.

The Seres 2009 A Bonds and the entire proceeds thereof will be used for the purposes
herein set forth and for no other purposes. :

9. LAND AND RIGHTS-OF-WAY: All land in fee simple and all rights-of-way
and easements necessary for the acquisition, conslruction, operation and maintenance of the Project and
the System have been acquired or can and will be acquired by purchase, or if necessary, by condemnation
by the Issuer and are adequate for such purposes and are not or will not be subject to any liens,
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encumbrances, reservations or exceptions which would adversely affect or interfere in any way with the
use thereof for such purposes. The costs thereof, including costs of any properties which may have to be
acquired by condemnation, are, in the opinion of all the undersigned, within the ability of the Issuer to
pay for the same without jeopardizing the security of or payments on the Series 2009 A Bonds.

10. ' MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.. All
actions, resolutions, orders and agreements taken by and entered into by or on behalf of the Issuer in any
way connected with the acquisition, construction, operation and financing of the Project and the System
were authorized or adopted at meetings of the Governing Body of the Issuer duly and regularly called and
held pursuant to the Rules of Précedure of the Governing Body and all applicable statutes, including
particularly and without Ismitation, Chapter 6, Article 9A of the official West Virginia Code of 1931, as
amended, and a quorumm of duly elected or appointed (as applicable), qualified and acting members of the
Governing Body was present and acting at all times during all such meetings. All notices required to be
posted and/or published were so posted and/or published.

11. CONTRACTORS® INSURANCE, ETC.: All contractors will be required to
maintain Workers’ Compensation, public liability and property damage insurance, and builder’s risk
insurance where applicable, in accordance with the Letter of Conditions and Commitment of the
Purchaser, as amended, and the Resolution.

12. CONNECTIONS, ETC.: The Issuer will serve at least 737 bona fide users with
the System upon the completion of the Project, in full compliance with the requirements and conditions of
the Purchaser.

13. MANAGEMENT: The Issuer has heretofore delivered to the Purchaser a plan
concerning operation and management of the System, which plan was found to be acceptable by the
Purchaser.

14, CONFLICT OF INTEREST: No member, officer or employee of the Issuer has
a substantial financial interest, direct, indirect or by reason of ownership of stock in any corporation, in
any contract with the Issuer or in the sale of apy land, materials, supplies or services to the Issuer or to
any contractor supplying the Issuer, relating to the Series 2009 A Bonds, the Bond Resolution and/or the
Project, including, without limitation, with respect to the Depository Bank, as defined in the Bond
Resolution, For purposes of this paragraph, a “qubstantial financial interest” shall include, without
Jimitation, an interest amounting to more than 5% of the particular business enterprise or confract.

15. PROCUREMENT OF ENGINEERING SERVICES: The Issuer has complied in
all respects with the requirements of Chapter 5G, Article 1 of the West Virginia Code of 1931, as
amended, in the procurement of engineering services io be paid from proceeds of the Bonds.

16. EXECUTION OF COUNTERPARTS: This document may be executed in one or

more counterparts, each of which shall be deemed an original and all of which shall constitute but one and
the same document.
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 WITNESS our signatures and the official corporate seal of DANESE PUBLIC SERVICE

X DIRTR_ICT on tr,e day and year first written above,

[CORPQRATE SEAL]

SIGNATURE OFFICIAL TITLE
“\Dwd«w)\ Khes. Chairman

Secretary

C?,g Ve /Mﬂa: Attomey for Issuer

09.04.08
210780.00001
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DANESE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture) .

ENGINEER’S CERTIFICATE

I, Arnold Tilley, Registered Professional Engineer, West Virginia License No. 8065, of
E.L. Robinson Engineering Company, Beckley, West Virginia, hereby certify that my firm is the engineer
for the acquisition and construction of certain additions, improvements and extensions (the “Project”) to
the existing waterworks system (the “System”) of Danese Public Service District (the “Issuer”), to be
acquired and constructed in Fayette County, West Virginia, which acquisition and construction are being
financed in whole or in part by the above-captioned bonds of the Issuer.

I further certify that the Project will, to the best of my knowledge, be constructed in
accordance with plans and specifications prepared by my firm and that the System and the Project are
situate wholly or chiefly within the boundaries of the Issuer.

[ further certify that the Project is adequate for the purpose for which it was designed and
that the necessary governmental approvals, consents, authorizations, certificates and permits for the
acquisition and construction thereof have been obtained.

WITNESS my signature on this 24th day of September, 2009.
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Imre David Pentek, CPA

P.0. Box 1390 Lewisburg, WV 24901 (304) 647-3949
Fax: (304) 647-3498 E-Mail: imre@writeme.com

September 24, 2009

Danese Public Service District
Water Revenue Bonds, Series 2009 A

(United States Department of Agriculture)

Danese Public Service District
Danese, West Virginia

United States Department of Agriculture
Beckley, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

Based upon the water rates and charges set forth in the Recommended Decision of the Public
Service Commission of West Virginia entered January 28, 2009, in Case No. 08-1837-PWD-CN, which
became a Final Order on March 27, 2009, and projected operating expenses and anticipated customer usage as
furnished to nie by E.L. Robinson Engineering Company, Consulting Engineet, it is my opinion that such rates
and charges will be sufficient to provide revenues which, together with other revenues of the waterworks
system (the “System™) of Danese Public Service District (the “Issuer”), will provide for all Operating Expenses
of the System and will leave a balance each year equal to at least 110% of the maximum amount required in
any year for payment of principal of and interest, if any, on the Water Revenue Bonds, Series 2002 (United
States Department of Agriculture), dated August 22, 2002, issued in the original aggregate principal amount of
$692,000 (the “Series 2002 Bonds” or “Prior Bonds™) and the Series 2009 A Bonds.

It is further my opinion that the Net Revenues for the Fiscal Y ear following the year in which
the Series 2009 A Bonds are issued will be at least 1 15% of the average annual debt service on the Prior Bonds
and the Series 2009 A Bonds.

Very truf)//‘/y?ur )

f’iy
e )
7 o
Imre/D. Pentek
7
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WYV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
1207 Quarrier Street Suite 400

Charteston, WV 25301 Date of Report:  24-Sep-09
(304) 558-3971

ISSUE: Danese Public Service District
Water Revenue Bonds, Series 2009 A {United States Department of Agriculture)

ADDRESS: Drawer C, Dariese, West Virginia 25831 COUNTY: Fayette
PURPOSE OF ISSUE:

New Money: X

Refunding: REFUNDS ISSUE(S) DATED:  NA
ISSUE DATE: 9/24/{2009 CLOSING DATE: 9/24/2008
ISSUE AMOUNT: $1,351,000 RATE: 4,125%
1ST DEBRT SERVICE DUE: 1ST PRINCIPAL DUE NA
18T DEBT SERVICE AMOUNT PAYING AGENT: ~ Issuer
BOND COUNSEL: UNDERWRITERS COUNSEL

Firm: Steptoe & Johnson PLLC Firm:

Contact” John Stump, Esquire . Coniact:

Phone: (304) 353.8196 Phone:
CLOSING BANK: ESCROW TRUSTEE:

Bank: Firm:

Contact. Contact:

Phene: Phone:
KNOWIEDGEARLE ISSUER CONTACT OTHER:

Contact: Richard Kinder Agency: United States Department of

Position: Chairman Agriculiure

Phone: (304} 438-6686 Contact: Teresa A. Miller

Position: Rural Developoment Specialist
Phone: (304) 253-9587

DEPOSITS TO MBC AT CLOSE

By: Wire Accrued Iriterest: $
Check Capitalized Interest: $
Reserve Account: $
Other: $

REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire To Escrow Trustee $
Check To Issuer $
IGT : To Cons. invest. Fun $
' To Other: $

NOTES:  Monthly debt service payments wili be made by the District directly to the National Finance Office,
The Municipal Bond Commission will only hold the Series 2000 A Reserve Account. The first payment into
the Reserve Account is due 24 months from the date of closing.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:

20
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RUS BULLETIN 1780-27 ' ‘ FORM APPROVED
(Automated 8-97 OMB. No. 0575-0015

LOAN RESCLUTION
(Public Bodies)
A RESOLUTION OF THE ' Roard of Directors
OF THE Danese Public Service District

AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS FOR THE PURPOSE OF PROVIDING

PORTION OF THE COST OF ACQUIRING, CONSTRUCTING, ENLARGING, IMPROVING, AND/OR EXTENDING ITS
Water

FACILITY TO SERVE AN AREA LAWFULLY WITHIN ITS JURISDICTION TO

WHEREAS, it is necessary for the Danese Public Service District
(Public Bady)
(herein after called Association) to raise a portion of the cost of such undertaking by issuance of its bonds in the principal amount of

ONE MILLION THREE HUNDRED FIFTY-ONE THOUSAND AND XX / 100 DOLLARS {$1.351,000.00)

pursuant to the provisions of Chapter 16 Article 13A, West Virginia Code ' . ;and

WHEREAS, the Association intends to obtain assistance from the United States Department of Agriculture, (herein calied .
the Government) acting under the provisions of the Consolidated Farm and Rural Development Act (7 U.8.C. 1921 et seq.)
in the planning. financing, and supervision of such undertaking and the purchasing of bonds lawfully issued, in the event that
no other acceptable purchaser for such bonds is found by the Association:
NOW THEREFORE, in consideration of the premises the Association hereby resolves:
I. To haveprepared on its behalf and 1o adopt an ordinance or resolution for the issuance of its bonds containing such
items and in such forms as are required by State statutes and as are agreeable and acceptable to the Government.
2. To refinance the unpaid bafance, in whole or in part, of its bonds upon the request of the Government if at any time
it shall appear to the Goverpment that the Association is able to refinance its bonds by obtaining 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 as required by section 333(c) of said Consolidated Farm and Rural Development Act (7 U.5.C. 1983(c)).

3. To provide for, execute, and comply with Form RD 400-4, "Assurance Agreement," and Form R 400-1, "Equal
Opportunity Agreement," including an "Equal Opportunity Clause,” which clause is to be incorporated in, or attached
as a rider to, each construction contract and subcontract involving in excess of $10,000. .

4. To indemnify the Government for any payments made or losses suffered by the Government on behalf of the Association,
Such indemnification shall be payable from the same source of funds pledged to pay the bonds or any other Tegally
permissible source. ‘

5. That upon default in the payments of any principal and accrued interest on the bonds or in the performance of any
covenant or agreement contained herein or in the instruments incident fo making or insuring the loan, the Government
at its option may (a) declare the entire principal amount then outstanding and accrued interest immediately due and
payable, (b) for the account of the Association (payable from the source of funds pledged to pay the bonds or any other
legally permissible source), incur and pay reasonable expenses for repair, maintenance, and operation of the facility
and such other reasonable expenses as may be necessary to cure the cause of default, and/or {c) take possession of the
facility, repair, maintain, and operate or rent it. Default under the provisions of this resolution or any instrument incident to
the making or insuring of the Joan may be construed by the Government to constitute default under any other instrument
held by the Government and executed or assumed by the Association, and default under any such instrument may be
construed by the Government to constitute default hereunder.

6. Nol to sell, transfer, lease, or otherwise encumber the facility or any portion thereof, or interest therein, or permit others
to do so, without the prior written consent of the Government.

7. ‘Not to defease the bonds, or to borrow money, enter into any contractor agreement, or otherwise incur any liabilities
for any purpose in connection with the facility (exclusive of normal maintenance) without the prior written consent of the
Government if such undertaking would involve the source of funds pledged to pay the bonds.

8. To place the proceeds of the bonds on deposit in an account and in a manner approved by the Government. Funds may be
deposited in institutions insured by the State or Federal Government or invested in readily marketable securities backed
by the full faith and credit of the United States. Any income from these accounts will be considered as revenues of the system.

9. To comply with ail applicable State and Federal laws and regulations and to continually operate and maintain the facility
in good condition, .

10. To provide for the receipt of adequate revenues to meet the requirements of debt service, operation and maintenance, and
the establishment of adequate reserves. Revenue accumulated over and above that needed to pay operating and mainte-
nance, debt service and reserves may only be retained or used to make prepayments on the loan. Revenue cannot be used
to pay any expenses which are ot directly incurred for the facility financed by USDA. No free service or use of the
facility will be permitted.

Public reporting burden for this callection of information is estimated fo average 1 hour per response, including the time for reviewing .
searching existing data saurces, gathering and maintaining the data needed, and completing and reviewing the coflection of information. Send comnrenls
regarding this burden estimate or ahy other aspect of this collection of infarmation, including suggestions for reducing the burden, to Depariment of
Apriculture, Clearance Qfficer, OIRM, Room JO4-W, Washington, DC 20250; and to the Office of Management and Budgel, Paperwork Reduction



11. To acquire and maintain such .arance and fidelity bond coverage as may be requir. Jy the Government.

12. To establish and maintain suth books and records relating to the operation of the facility and its financial affairs and to
provide for required audit thereof as required by the Government, to provide the Government a copy of each such audit
without its request, and to forward to the Government such additional information and reports as it may from time to

time require.

13. To provide the Government at alk reasonable times access to all books and records relating to the facility and access to

: the property of the system so that the Government may ascertain that the Association is complying with the provisions
heseof and of the instruments incident to the making or insuring of the loan.

14. That if the Government requires that a reserve account be established, disbursements from that accouni{s) may be used

when necessary for payments due on the bond
government is obtained. Also, with the prior writtel

£ sufficient funds are not otherwise available and prior approval of the
n approval of the Govemnment, funds may be withdrawn and used

for such things as emergency maintenance, extensions to facilities, and replacement of short lived assets.

15. To provide adequate service to all persons within the service area who can feasibly and legally be served and to obtain
USDA’s concurrence prior to refusing new or adequate services to such persons. Upon failure to provide services which
are feasible and legal, such person shall have a direct right of action against the Association or public body.

16. To comply with the measures identified in the Govermnment's environmental impact analysis for this facility for the pur-
pose of avoiding or reducing the adverse environmental impacts of the facility’s construction or operation.

17. To accept a grant in an amount not to exceed

under the terms offered by the Government; that

$ 1,370,900.00

Chairman

and _Secretary of the Association are hereby authorized and ernpowered to take all action
necessary or appropriate in the execution of all written jnstruments as may be required in regard to or as evidence of such
grant; and to operate the facility under the terms offered in said grant agreement(s).

The provisions hereof and the provisions of all instrum
specifically provided by the terms of such instrument,

ents incident to the making or the insuring of the loan, unless otherwise
shall be binding upon the Association as long as the bonds are held or

insured by the Government or assignee. The provisions of sections 6 through 17 hereof may be provided for in more specific
detail in the bond resolution or ordinance; to the extent that the provisions contained in such bond resolution or ordinance

should be found to be inconsistent with the provisions

Association and the Government or assignee.

Yeas

hereof, these provisions shall be construed as controlling between the

MNays o Absent 6

.of the

N WITNESS WHEREOF, the _Board of Directors

Danese Public Service District

has duly adopted this resolution and caused it

to be executed by the officers below in duplicate on this

{SEAL)

Attest:

Lawrence Boley

Title Secretary

l1lth day of AD].'il 2007

)

Danese Public Service District

By
Richard Kinder
Titte Chairman




3.

CERTIFICATION TO BE EXECUTED AT LOAN CLOSING

ofthe Danese Public Service District

I, the undersigned, as Secretary
hereby certify that the Board of Directors of such Association is composed of
,8 members, of whom A~ constituting a quorum, were present at a meeting thereof duly called and
held on the Z4th day of September _2009 __ ;and that the foregoing resolution was adopted at such meeting

September 24, 2009
partment of Agriculture, said resolution remains in effect and has not been

by the vote shown above, 1 further certify that as of
the date of closing of the loan from the United States De
rescinded or amended in any way.

Dated, this 24th day of September , 2009 . %/
_ am/wm A4

La{:arence Boley

Tile Secretary




RUS Bulletin 1780-12
(Automated 11-97)

WATER OR WASTE SYSTEM GRANT AGREEMENT
UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL UTILITIES SERVICE

THIS AGREEMENT dated April 11, 2007 between

Danese Public Service District

a public corporation organized and operating under
‘ Chapter 16 Article 13A, West Virginia Code

{Authorizing Stafufe}
herein called "Grantee," and the United States of America acting through the Rural Utilities Service,
Department of Agriculture, herein called "Grantor,” WITNESSETH:
WHEREAS

Grantee has determined to undertake a project of acquisition, construction, enlargement, or capital improvement
of a (water) (sewer) system to serve the area under jurisdiction at an estimated cost of $ 4,221,000

and has duly authorized the undertaldng of such project.

Grantee is able to finance not more than $ 2,851,000 of the development cost through revenues,
charges, taxes or assessments, or funds otherwise available to Grantee resulting in a reasonable user charge.

Said sum of $ 2,851,000 : has been committed to and by Grantee for such project
development costs. '

Grantor has agreed to grant the Grantee a sum not to exceed $ 1,370,000 or 3246% _percent
of said development costs, whichever is the lesser, subject to the terms and conditions established by the Grantor.
Provided, however, that the proportionate share of any grant funds actually advanced and not needed for grant
purposes shall be returned immediately to the Grantor. The Grantor may terminate the grant in whole, or in part,
at any time before the date of completion, whenever it is determined that the Grantee has failed to comply with
the conditions of the grant.

As a condition of this grant agreement, the Grantee assures and certifies that it is in compliance with and will
comply in the course of the agreement with all applicable laws, regulations, Executive orders and other generaily
applicable requirements, including those set out in 7 CFR 3015.205(b), which hereby are incorporated into this
agreement by reference, and such other statutory provisions as are specifically set forth herein.

NOW, THEREFORE, In consideration of said grant by Grantor to Grantee, to be made pursuant (o
Section 306 (a) of the Consolidated Farm and Rural Development Act the purpose only of defraying a part not

to exceed _32.46% percent of the development costs, as defined by applicable Rural Utilities Service
Instructions.

GRANTEE AGREES THAT GRANTEE WILL:

A. Cause said project to be constructed within the total sums available to it, including said grant, in

accordance with the project plans and specifications and any modifications thereof prepared by Grantee and
approved by Grantor. ‘

Position 2
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B. Permit periodic inspection of the construction by a representative of Grantor during construction.

C. Manage, operate and maintain the system, including this project if less than the whole of said system
continuously in an efficient and economical manner.

1

D. Make the services of said system available within its capacity to all persons in Grantee's service area
without discrimination as to race, color, religion, sex, national origin, age, marital status, or physical or mental
handicap (possess capacity to enter into legal contract for services) at reasonable charges, including
assessments, taxes, or fees in accordance with a schedule of such charges, sdrtherforEra PR MO CiasSER
as approved by the West Virginia Public Service Commission.
whsorvivey adupbed:bvres st kandated XK XXX XX XKXXX XXX XXKAXKEAK a5 may be modified from time to time by
Grantee. The initial rate schedule must be approved by Grantor. Thereafter, Grantee may make such modifications
to the rate system as long as the rate schedule remains reasonable and nondiscriminatory,

E. Adjust its operating costs and service charges from time to time to provide for adequate operation and
maintenance, emergency repair reserves, obsolescence reserves, debt service and debt service reserves.

F. Expand its system from time to time to meet reasonably anticipated growth or service requirements in
the area within its jurisdiction.

G. Provide Grantor with such periodic reports as it may require and permit periodic inspection of its
operations by a representative of the Grantor.

H. To execute any agreements required by Grantor which Grantee is legally authorized to execute.
If any such agreement has been executed by Grantee as a result of a loan being made to Grantee by Grantor
contemporaneously with the making of this grant, another agreement of the same type need not be executed
in connection with this grant. '

1. Upon any default under its representations or agreements set forth in this instrument, Grantee, at the
option and demand of Grantor, will repay to Grantor forthwith the original principal amount of the grant stated
herein above with the interest at the rate of 5 percentum per annum from the date of the default. Default by the
Grantee will constitute termination of the grant thereby causing cancellation of Federal assistance under the grant.
The provisions of this Grant Agreement may be enforced by Grantor, at its option and without regard to prior
waivers by it previous defaults of Grantee, by judicial proceedings to require specific performance of the terms of
- this Grant -Agreement or by such other proceedings in law or equity, in either Federal or State courts, as may be
deemed necessary by Grantor to assure compliance with the provisions of this Grant Agreement and the laws and
regnlations under which this grant is made.

J. Return immediately to Grantor, as required by the regulations of Grantor, any grant funds actualiy
advanced and not needed by Grantee for approved purposes.

K. Use the real property including land, land improvements, structures, and appurtenances thereto, for
authorized purposes of the grant as long as needed. _ :

1. Title to real property shall vest in the recipient subject to the condition that the Grantee shall use the
real property for the authorized purpose of the original grant as long as needed.

2. The Grantee shall obtain approval by the Grantor agency for the use of the real property in other
projects when the Grantee determines that the property is no longer needed for the original grant
purposes. Use in other projects shall be limited to those under other Federal grant programs or
programs that have purposes consistent with those authorized for support by the Grantor.
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3. When the real property is no longer needed as provided in 1 and 2 above, the Grantee shall request
disposition instructions from the Grantor agency or its successor Federal agency. The Grantor agency
shall observe the following rules in the disposition instructions:

(a) The Grantee may be permitted to retain title after it compensates the Federal Government in
an amount computed by applying the Federal percentage of participation in the cost of the
original project to the fajr market value of the property.

(b) The Grantee may be directed to sell the property under guidelines provided by the Grantor
agency. When the Grantee is authorized or required to sell the propetty, proper sales procedures
shall be established that provide for competition to the extent practicable and result in the highest
possible return.

[Revision 1, 04/17/1998]

(c) The Grantee may be directed to transfer title to the property to the Federal Government
provided that in such cases the Grantee shall be entitled to compensation computed by applying
the Grantee's percentage of participation in the cost of the program or project to the current fair
market value of the property.,

This Grant Agreement covers the following described real property (use continuation sheets as necessary).

All that real property associated with the Danese Public Service District's water system.

L. Abide by the following conditions pertaining to equipment which is furnished by the Grantor or acquired
wholly or in part with grant funds. Equipment means tangible, non-expendable personal property having a useful
life of more than one year and an acquisition cdst of $5,000 or more per unit. A Grantee may use its own definition
of equipment provided that such definition would at least include all equipment defined above.

[Revision 1, 04/17/1998]

1. Use of equipment.

(a) The Grantee shall use the equipment in the project for which it was acquired as long as
needed. When no longer needed for the original project, the Grantee shall use the equipment in
connection with its other Federally sponsored activities, if any, in the following order of priority:

(1) Activities sponsored by the Grantor.

(2) Activities sponsored by other Federal agencies.

(b) During the time that equipment is held for use on the project for which it was acquired, the
Grantee shall make it available for use on other projects if such other use will not interfere with
the work on the project for which the equipment was originally acquired. First preference for
such other use shall be given to Grantor sponsored projects. Second preference will be given to
other Federally sponsored projects.
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2. Disposition of equipment, When the Grantee no longer needs the equipment as provided in paragraph
(a) above, the equipment may be used for other activities in accordance with the following standards:

(a) Equipment with a current per unit fair market value of less than $5,000. The Grantee may use -
the equipment for other activities without reimbursement to the Federal Government or sell the
equipment and retain the proceeds.

(b) Equipment with a current per unit fair market value of $5,000 or more. The Grantee may retain
the equipment for other uses provided that compensation is made to the original Grantor agency or
its successor. The amount of compensation shall be computed by applying the percentage of
Federal participation in the cost of the original project or program to the current fair market value or
proceeds from sale of the equipment.. If the Grantee has no need for the equipment and the
equipment has further use vatue, the Grantee shall request disposition instructions from the ori ginal
Grantor agency.

The Grantor agency shall determine whether the equipment can be used to meet the agency's
requirements. If no requirement exists within that agency, the availability of the equipment shall be
reported, in accordance with the guidelines of the Federal Property Management Regulations
(FPMR), to the General Services Administration by the Grantor agency to determine whether a
requirernent for the equipment exists in other Federal agencies. The Grantor agency shall issue
instructions to the Grantee no later than 120 days after the Grantee requests and the following
procedures shall govern:

(1) If so instructed or if disposition instructions are not issued within 120 calendar days after
the Grantee's request, the Grantee shall sell the equipment and reimburse the Grantor

agency an amount computed by applying to the sales proceeds the percentage of Federal
participation in the cost of the original project or program. However, the Grantee shall be
permitted to deduct and retain from the Federal share ten percent of the proceeds, for
Grantee's selling and handling expenses.

(2) If the Grantee is instructed to ship the equipment elsewhere the Grantee shall be
reimbursed by the benefiting Federal agency with an amount which is computed by applying
the percentage of the Grantee participation in the cost of the original grant project or program
to the current fair market value of the equipment, plus any reasonable shipping or interim
storage costs incurred,

(3) If the Grantee is instructed to otherwise dispose of the equipment, the Grantee shall be
reimbursed by the Grantor agency for such costs incurred in its disposition.

3. The Grantee's property management standards for equipment shali also include:

(a) Records which accurately provide for: a description of the equipment; manufacturer's serial
number or other identification number; acquisition date and cost; source of the equipment;
percentage (at the end of budget year) of Federal participation in the cost of the project for which the
equipment was acquired; location, use and condition of the equipment and the date the information
was reported; and ultimate disposition data including sales price or the method used to determine
current fair market value if the Grantee reimburses the Grantor for its share.

(b) A physical inventory of equipment shall be taken and the results reconciled with the equipment
records at least once every two years to verify the existence, current utilization, and continued need
need for the equipment.
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{c) A control system shall be in effect to insure adequate safeguards to prevent loss, damage, or
theft of the equipment. Any loss, damage, or theft of equipment shall be investigated an fully
documented,

(d) Adequate maintenance procedures shall be implemented to keep the equipment in good
condition.

(e) Proper sales procedures shall bé established for unneeded equipment which would provide for
competition to the extent practicable and result in the highest possible return.

This Grant Agreement covers the following described equipment (use continuation sheets as necessary).

M. Provide Financial Management Systems which will include:

1. Accurate, current, and complete disclosure of the financial results of each grant. Financial reporting will
be on an accrual basis.

2. Records which identify adequately the source and application of funds for grant-supported activities.
Those records shall contain information pertaining to grant awards and authorizations, obligations,
unobligated balances, assets, liabilities, outlays, and income.

3. Effective control over and accountability for all funds, property and other assets. Grantees shall
adequately safeguard all such assets and shali assure that they are used solely for autherized purposes.

4. Accounting records supported by source documentation.

N. Retain financial records, supporting documents, statistical records, and all other records pertinent to the
_grant for a period of at least three years after grant closing except that the records shall be retained beyond the
three-year period if audit findings have not been resolved. Microfilm or photo copies or similar methods may be
substituted in liew of original records. The Grantor and the Comptroller General of the United States, or any of
their duly authorized representatives, shall have access to any books, documents, papers, and records of the
Grantee's government which are pertinent to the specific grant program for the purpose of making audits,
examinations, excerpts and transcripts.

O. Provide information as requested by the Grantor to determine the need for and complete any necessary
Environmental Impact Statements.

P. Provide an audit report prepared in accordance with Grantor regulations to allow the Grantor to
determine that funds have been used in compliance with the proposal, any applicable laws and regulations and
this Agreement.

Q. Agree to account for and to return to Grantor interest earned on grant funds pending their disbursement
for program purposes when the Grantee is a unit of local government. States and agencies or instrumentality’s of
states shall not be held accountable for interest earned on grant funds pending their disbursement.
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R. Not encumber, transfer or dispose of the property or any part thereof, furnished by the Grantor or
acquired wholly or in part with Grantor funds without the written consent of the Grantor except as provided in item
K above,

3. To include in all contracts for construction or repair a provision for compliance with the Copeland ** Anti-
Kick Back” Act (18 U.S.C. 874) as supplemented in Department of Labor regulations (29 CFR, Part 3). The
Grantee shall report all suspected or reported violations to the Grantor.

T. To include in all contracts in excess of $100,000 a provision that the contractor agrees to comply with ail
the requirements of the Clean Air Act (42 U.S.C. §7414) and Section 308 of the Water Pollution Control Act (33
U.S.C. §1318) relating to inspection, monitoring, entry, reports, and information, as well as all other requirements
specified in Section 114 of the Clean Air Act and Section 308 of the Water Pollution Control Act and all regulations
and guidelines issued thereunder after the award of the contract. In so doing the Contractor further agrees:
[Revision 1. 11/20/1997}

1. As a condition for the award of contract, to notify the Owner of the receipt of any communication from
the Environmental Protection Agency (EPA) indicating that a facility to be utilized in the performance of the
contract is under consideration to be listed on the EPA list of Violating Facilities. Prompt notification is
required prior to contract award.

2. To certify that any facility to be utilized in the performance of any nonexempt contractor subcontract is
not listed on the EPA list of Violating Facilities pursuant to 40 CFR Part 32 as of the date of contract award.

[Revision 1, 11/20/97]

3. To include or cause to be included the above criteria and the requirements in every nonexempt
subcontract and that the Contractor will take such action as the Government may direct as a means of
enforcing such provisions. '

As used in these paragraphs the term *facility” means any building, plan, installation, structure, mine, vessel or
other floating craft, location, or site of operations, owned, leased, or supervised by a Grantee, cooperator,
contractor, or subcontractor, to be utilized in the performance of a grant, agreement, contract, subgrant, or
subcontract. Where a location or site of operation contains or includes more than one building, plant, instaliation,
or structure, the entire Jocation shall be deemed to be a facility except where the Director, Office of Federal
Activities, Environmental Protection Agency, determines that independent facilities are co-located in one
geographical area.

Grantor Agrees That It:

A. Will make available to Grantee for the purpose of this Agreement not to exceed $1,370,000.00.
which it will advance to Grantee to meet not to exceed _32.46% _ percent of the project development costs of the
project in accordance with the actual needs of Grantee as determined by Grantor.

B. Will assist Grantee, within available appropriations, with such technical assistance as Grantor deems
appropriate in planning the project and coordinating the plan with local official comprehensive plans for sewer and
water and with any State or area plans for the area in which the project is located.

C. Atits sole djscretion and at any time may give any consent, deferment, subordination, release,
satisfaction, or termination of any or all of Grantee's grant obligations, with or without valuable consideration, upon
such terms and conditions as Grantor may determine to be (1) advisable to further the purpose of the grant or to
protect Grantor's financial interest therein and (2) consistent with both the statutory purposes of the grant and the
limitations of the statutory authority under which it is made.
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Termination of This Agreement

This Agreement may be terminated for cause in the event of default on the part of the Grantee as provided
in paragraph I above or for convenience of the Grantor and Grantee prior to the date of completion of the grant
purpose. Termination for convenience will occur when both the Grantee and Grantor agree that the continuation
of the project will not produce beneficial results commensurate with the further expenditure of funds.

In witness whereof Grantee on the date first above written has caused these presence to be executed by
its duly authorized

Chairman

and attested and its corporate seal affixed by its duly authorized

Secretary

Attest:

By: .A g L: “L;* .

Lawrence Boley - O
(Title) Secretary

By: m }\/ Am:’l\

Richard Kinder
(Title) Chairman

UNITED-STATES OF AMERICA

RURAL UTILITIES SERVICE

it /
By. [ Fotlz é %/‘fj Rural Development Speéialist

TERESA A. MILLER (Title)
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_Notice to Obligate
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To: Richard Kennedy, Dircctor
Office of Block Grant Assistence
U$ Department of HUD
451 Seventh 81 SW #7184
Washingon, DC 20410
ATTHN: Michact Sawcll

Pursuant lo to Agpalnchian Kegional Development A &t 1065, an amemded, thin Appatachidn Jegionat Commission has #pmoved the
refataneod praject ongor ARRTOprateH SEX0R00 I'he Depzrimerd of Hotsing an0 Uitan Duvatopihent has agrasd 1o obligata nd Adrmivistar the

grant, ynter a Memorandum of Agroament with e Appaiathan Regong Cormmiesos,

ARC Project Number: WV-15639-07

Project Title: Tranese Poblic Servite District Water Tixtensions

Girandee: Fayctu: County Comoaission

Approved Funding:

ARC Section 214 % 1,500,000 36.00%

CDRG - 0.00%

Crthor Federal 1,370,000 3I2.00%

State Co- 0.00% |

Local : 1.351.000 52.00%

Tolal Projest Cast $ 4,221,000 100.00%
Aprproveds

UG @ & 27

Amme B, Pope o Datc
Federal Co-Cliair

L AGEE CONMECTICHYT AVERVE, RW, SHTH J0od WIARHIFIGTOR, B TR oRe-15GHE {20z} BRA. T7E

Alaframaa Kn.rrbw:#y Mixsissippi North Camilina

Marvfond New York C Oobio Sareth Carofina Virginia

(Foargia

wax {ZDZ) BBS-YEBY LAY, L

Prameonloar ‘ennesxen West Virgimc
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Augost 28, 2007

REC'D SEP -5 2007
The Honorable Joe Marchin, [T
Governor of West Virginia
State Capito!, Buitding 1
Charleston, West Virginia 23305
Deay Governor Manchin:

"On At-xgu:;t 28, 20607, the Appalachian Regional Cormnission approved grants totaling SE,Oﬁﬁ,d()D
under Section 214 for the following:

Panese Public Service District Water Extension (WV-155639-214-07)
Mt. Zion BESD Sandridge, Russett & 16 South Water (WV.15363.214-07)

Appalachian Reglona! Commission funds bave been made available to the Direetor, Office of Block
Grant Assistance, U, S. Department of Housing and Urban Development,

A copy of cach approval is enclesed.
Sincerely yours,

%Mﬁﬂ/{ﬂ\. %MV.-\

THOMAS M. HUNTER

Exeeutive Direstor
Enclosurus

sor State Allernate

E6€ tORNECTISYT AVERUE, AY, SRITE 700 WARHIMGTOMN, BF 156a3.9068  [I0Z} BEa-TFRO  oax (IURY LEESr (20

Alubame Rentureky Misaisaiid Norily Cornlinm Hendayloaniz TEnngices oxe Fergindu
Gourgies Muryland Neor Fork Ohic Sowrh Ceroling Frgplnile



WEST VIRGHNIA DEVELOPMENT COFFICE

rmeremA ettt

WestVirginia
Open for Businesst >

1500 Kongwha Boulevard, Eest = Chorlaston, WV 253050311
1304) 558-2234 « (GO0} 982 5385
wwrw weopanforbusiness,com

September 5, 2007

Me. Richard Kinder

Chairman
Danese Public Service District

Drawer C
Danese, West Virginia 23831

Deazar Mr. Kinder:

Congratulations on the appraval of an Appalachian Regiortal Gommission (ARC) grant of
£1,500,000 for the Danese PSD Water Extension—Phase 1 Chfftop/Hilton Village Areas program
submitted by the Danese Public Service District, A copy of the approval lettar and official ARC
project description aré enclosed. Clease Keep this information with your project files,

Should thore be a need far any changes in the scope of the project, or preject funding, 8
raquest should be made fo the West Virginia Development Office.

Please be aware that ARG funds are consldered 1o be the last source of funding
committed 1o 2 project. Should there ba a cost under-run, the funds not used are sonsidered
ARG funds and would be returned ta the Commissien,

if you should have any questions, please feel free 10 contact me Bl 304-558-2234.

g 1/
ames Bush

ommunity Development Representative
Local Capacity Develapraent

Sinceraly,

JEBigm
Enclosurad

ce:  &egion 4 Planning and Development Gouncil



WEST VIRGINIA DEVELOPMERNT QOFFICE

WestVirginia

/ 3
e, Opers for Businos!
%&“‘“ - ~.—W;_ ¥

1900 Kanowha Boulsvord, Bt o Charlestyn, WY 253050311
{304} 558.2234 {800} PE2Z-AE54

veww. wyopenforbusingss. gom

January 7, 2008

The Honorable Kennath Eskew
Prastdent '

Fayeite County Commission
Post Office Box 307

Fayetteville, Wast Virginia 25840

Dear Commissloner Eskew:

RE: Figcal Year 2007 Appalachian Regional Commission Grant
Danesa Public Service District Waterline Extansion
Grant Murmnber: 07TARCP 15639
] o
Enclosed is your copy of the executed grant award and stateflocal contract for
the above-referenced project. Pleass retain this contract and grant award with your

project files.

Sincerely,

MPBsm
Ces ‘Region IV POC

Enclosure



WEST VIRGINIA DEVELDPMENT OFFICE Grant Numbe: ‘
GRANT AWARD o ]
CFRA Mumber: State Acrt Mol
23,002 8705-2008-0307-088-178
Fiseat Year Frogram: Namel
=008 ARCGP .
Granee Name & Address: | F.E0LN. Grant Pericd:
| Frowa: sMQZ007
To:; sM0/2040
FAYETTE COUNTY COMMISSION Froject Nama: TTWATER SERVICE
P, Q. BOX 307 A
FAYETTEVILLE, WEST VIRGINIA 25840 Grant B A-GT-DC-54-3001
Project Numbar: 07 ARCP15633 T
Proiect Descriation
Shall da, perform and ¢army out, in @ sutisfactory and proper manner all duties, tasks, and functions
rnogessary (o upgrade water sevice 1o Cliff:op/ Hiltor Village areas of Fayctte County.
Change Orders
Numboerr Date Purtoss:
L. - ]
TERMS AND GCONDITIONS ARE ON FILE INTHE TOTAL AMOUNT OF !
WEST VIRGINIA DEVELOPMENT OFFICE AND THIS GRANT § $1,500,000.00 j
AVALABLE FOR INSPECTION. A COPY OF THE R C} r oy
ORIGINAL AGRESMENT iS ATTACHEDR TO Authorized / / g
TRANSMITTAL . , PRGCESSED Signatuges A # - o
N OR ABOUT . ‘ - (e T
PAYMENT NUMBER, Title, Exacutive Direclor .

CONTACT PERSON IS MIKE BROWNING
Dhte: 12/42/2007




APPALACHIAN REGIONAL COMMISSION GRANT CONTRACT
between the
WEST VIRGINIA DEVELOPMENT OFFICE
and the
?ayet‘te County Comimission

THIS AGREEMENT, entered into this twenty eighth day of May 16, 2007, by the
West Virginia Depariment of Finance and Administration on behalf of the West Virginia
Development Office, hereinafier called the “State,” and ihe Fayette County Commissien and
its authorized officers, agents, and representatives, hereinafter called the “Grantee.,"

WITNESS THAT:
WHEREAS, the State has slectad to administer an Appalachian Regional Commission

=

Grant WV-15839-07, approved on August 28, 2007, under Section 214 of the Appatachian
Region Commission Act of 1955, as amended, subject to the applicable regulations of the
Department of Housing and Urban Development, including but not limited 1o 24 CFR Fart
570, Sub-Part |, as amended of ravised, and subject fo the scope of the Rtate of Wast
Virginia's Granis Management Handbook and other Program Guidelines, receipt of which is
hereby acknowiedged by the Gréntee.

WHEREAS, the Grantee has identified its housing and community development
needs, Including those of low- and moderate-income persons and the activities o be
undertaken to meet such ngeds.

| WHEREAS, the Grantee has prepared a writfen citizen's participation plan which
provides opporunities for citizen parficipation, hearings. and access to information with
respect to the proposed profect statément'!n such a ménner as to afford affected citizens an
apportunity for examination and comment regarding the proposed project and on the
carmmunity development perfarmance of the Grantee, a Community Develeoment Flan, and

an Anti-displacement and Relocation Assistance Plan.



WHEREAS, for audit purposes, the Catalog of Federal Domestic Assistance nurnber
ig 23.002, Appalachian Supplements o Federal Grantin-Ald (Area Development),
Appalachian Regional Commiszion, funded by the Appalachian Ragional Commission.
WHEREAS, the Grantee has reguested assistance from ihe Siate and has offered
assurances that maximum feasible priority has heen gi\)an to activities which wilt henefit low-
and moderate-intome 3 ":m:t:c:-s or aid i the prevention or elimination 61’ siums or blight, or to
meet othar community needs having a parlicular urgency mecause an existing condition
poses a serious and immediate threat (o the heaith and welfare of the community where
ofher fina nuai resources are not avallable to rneet such ﬂeeds' '
NOW, THEREFORE, the parties hereto do mutually agree as follows:
1. Assistance to Grintee. The State shall obligate to the Grantee, from funds

sllocated {o the State by Grant Agrecment WV-15630-07, $1,500,000.00 to perform sueh

tasks hereafter described in theScapa of Sewvices.

2. Seope of Services. The Grantee, or its designated agent, in accordance with
the Small Citles Blotk Grant Mandbook other Program Guidelines 10 he .used in
administration of the Appalachian Regional Commission Grant, and in accordance with the
approved application of the Grantee which i attached hereto and méde 2 part herecf as
Adtachment A, shall do, perform, and cany out, in a satisfactory and proper manner all duties,
tagks, =nd funclions necessary 10 assist the Fayette County Gc:mrmssmn to extend a
waterline in an area sepved by the Danese Public Servica District . This includes instaliation
of approximately 20 milles of water Qisiﬁbuﬂon lines, & storage tank, fire hydranis, and
related appurtenances in the Clifftop area of Fayette Caounty.

3. Changes. The Stafe and the Grantes, from time (o tirne, may require changes
n the Scope of the Services of the work fo be péﬁarmed hereunder. Such changes,
including any ingrease or decrease in the amount of the Grantee’s compsnsatian and wark (o
be performed which are mutually agreed Upon by and between the State and the Grantea,
shall be Incarporated in writien amendments io this Contract. Maijor changes In the Scope of

Services which substantlally deviate from tha* originally approved shail require the samo-
2



citizen naricipation process as parformed for the initiat submission of the grant proposal.
The State reserves the right fo make final determination on guestions ragarding changes in

the Scope of Services.
4. Time of Performance. Tha Grantee’ will commence (ts duties under this

Gontract on May 16, 2007 and such duties shall be underiaken and completed in such
seguences as fo assure th,e:r expeditious compietion in fight of the purpose of the Coniract;
but, in any svent, all of the sopvices required hereunder shall be completed by May 18, 2010.
Completion date of this Contract may only be extonded by mutual writterr agresment of both

parties,
5. Performancs Maasisres Performanca measwes establish that the Grantee

should have all other funding in “place and design and cnganeenng completed within tweive
months, furthermore, construction should be started within aighteen months after the
execution of this Agreernent by hoth parties, These performance measures establish goals
against which gerformance upder this contract can be measured and evaiuated during
regular scheduled monitoring visits by the State. Failure to meet these performance
measures can result in termination of thig contract (see Prov:s:on 10 of this agreement}.

a. Admm:siratavey Reguirements and Procodures,

A Personnel. The Grantee represents that it has or will secure perserne
With the necessary qualifications and experience required (o pedform the semces under this
Contract. Such personne! shall nat be employees of, or have any contractual relationship

with the State, consistent with the proceduras idantified in the Smalt Cities Block Grant

Handbook.

(B)  Applicable Law. The Grantee, its agcmts and subrecipients shall comply '
with all the restrictions, condilions, policles, guzdeimcs and requirements of Tile i of the
Housing and Comimunity Development Act of 1974 (Public Law 93-383), a5 amended: with
alt applicable State and Federzl Laws and regulations Encluding o4 CFR Part 570; 24 CFR
Part 85 OMB Circulars A-87, A-110, A-122, anc A-133, as applicable, in administaring and

distributing funds provided under this Agreement including, but not limited to, the following:
3



(1y P.L.B8-35Z aefers to Tile V1 of the Civil Rights Act of_1964 {42
U.S.C. 2000d et. seq.) which provides that no person i the United States shall, on the
grounds of race, color, or national ongin, he excluced from paricipation in, 6@: denjed the
benefits of, or be subg‘ecta.dr in discrimination under any program or acivity receiving Federal
financial assistance. Implementing reguiations are found in 24 CFR Partl.

(2) P.L. G0-284 Refers to Title VI of the Civil Rights Act of 1968 {42
U.8.6. 3601-20 el. seq.) populatdy known =5 the Fair Housing Act which provides for fair
housging throughout the United States and prohibits any person from diseriminating in the
sale or rental of housing, the financing of housing, or the provision, of brckerage"sérvicés,
including otherwise rmaking unavailable or denying a dwelling to any pe:sdn, bar:ausc; of race,
color, rafigien, sex, national origin, handicap, or fammitial status. The Grantee further ceriifies
that it will bake actions necessary 10 affirraativety further fair housing. |

(3)  Exesutive Order 11063, as amended by Executive Order 12259,
requires that taking of all actions necessary and appropriate to prevent discrimination
because of e, color, religion {ereed), sex, of national origin, in the sale, leasing, rental, of
ather disposition of residential property and related fagitities (including land to be develaped
tor residential use), or in the use of occupancy thereof. Impiementing regulations are
contained in 24 CFR 107, |

(4)  Section 102 of P.L. 93-353 requires {hat no persoen in the Unltéd
States shall, on the gra.unds of race, coler, national orligin or sex, be exciuded from
sarticipation in, be denied the benefits of, or be subjefcted to disgrimination under, any
aragram ar activity funded in whole or in part with community developrnent fu nds.

Saction 109 of the Act further provides any prohibition against

diserimination on the basis of age undzr the Age Disc;im%nation Act of 1975 (42 U.S.C. 6101
et, seq,) or with respect to an otherwise qualified handicapped person as provided n Section
504 of the Rehabilitation Act of 1973 (29 U.5.C, 794) shall also apply.

(3) Section 110 of P.L, 93-383 requires compliance with the Davis-

Bacon Act, as amended (40 U.S.C. 278a - 276a-3). By reason of the foregeing requirsment,
4



the Contract Work Hours and 3afety Standards Act (40 UL.8.C. 397 ot. seq.) aise applies. In
addition , the West Virginia Act on Construction of Public tmpravaments, Articte 5A, Chapter
21 of the West Virginia Code applies.

' (8) Section 3 of the Mausing and Urban Deaveloprnent Act of 1968 {12
U.8.C. 1701U) requiring that to the greatest extent feasible opportunities for ampioyment and
fraining be given to %owar:ir‘ncome persons rasiding withinn the unit of local gavernment or
metropolitan area or nonmetfopoiitan county in which the projoct IS located, and fhat
Contracts for wark in sonnection with the project be awarded 10 sligible business CONLEINS
which are jocated in, or owned in substantial pér‘t by, personsg residing in the Sanje a'rea.

(7}  Executive Order 112486, as amnended by Executivé-()rder 12086
shall apply and provides that no person shail ba discriminated against on the hasis of race,
color, religion, sex, of nafionai origin iy all phases of employment during the performance of
Faderal or Federally assisted construction centracts.

(8)  Leag-Based Paint Poisoning Prevention Act (42 U.8.C. 48310)
prohibits the use, and requires the elimination and/or abatement of the hazards of lead-
pased paints in residential ctructures constructed or rehahilitated with Federal assistance to
include notification of the hazares of lead-based paint. The Lead safe Houaing Regulation
{24 CFR Part 35) established the requirements for notification, evaluation, and recuction of
load-based paint hazards in taderally-ownad residential property and housing that receiv&é
federal assislance.

(9) The Grantee 2grees to assume all of the responsibilities for
environmental review, decision making, and action as specified and required in regulafions
issued by the Secretary of kouging and Urban Develgpment pursuant o Section 104(g) of
the Act and published in 24 CFR Part 58. In adcition =l;o assuming responsibilify for Nationai
Envitonmental Policy Act (Pl $1.100), the Grantee must take Into account, where
applicable, the crteria, standards, poiiqieS, and regulafions of the following: (a) Historic
Preservation Act of 19686; (b) Executive Order 11583; (¢) The Reservoic Salvege Act of 1980;

(d) Flood Disaster erotection  Act of 1973; (e) Executive Order 11988, Fioodplain
3



Managefruent; (fy Executive Qrder 15000, Protection of Wetlands, {g) Coastal Zone
Management Act of 1872; (h) the Safe Drnking Water Act of 1974; {i} she Endangered
Spedies Act of 1973, {iy the Wild and Scenic mivers Act of 1968; (K) the Clean Alr Act 3 (1
Environmental Criteria and.Standards (44 FR 40880-40866, Jﬁly 12, 1979); (m) 24 CFR Part
51, Subpart B, Noise Abatément and Contrel; (n} Subpart ¢ - Siting of HUD Projacts Near
Hazardous Qperations Héndiing Convenlional Fuels or Chemicals of an Explosive of
 Flammable Nature; (¢} and Subpart D - Siting of HUD Frojects in Runway Clear Zenes and
Accident Potentlal Zones at Military Alrfields. Before committing any funds (other than for
exempt activities), the Grantee must cerify to the Siate that it has complied with 2l
reqguiremenis énd obligations that are set forih b}f 24 CER Part 58. In addition, the Grantee
must submit all reguested Evideftiary Materdal to the State for approval prior to the abfigation
of any funde {other than for exempt activities).

(10) The Uniforrﬁ Reldcatir:n Assistance and Real Property Acguisition
Palicies Act of 1970 (URA)Y (42, U.6.C. 4801} and HUD implemeanting reguiations at 24 CFR
Part 42 apply to the acquisition of real property for an activity assisted under this part and to
the displacement of any family, indfviduai, busihess, nonprofit orgamization or farm that
rosults from such acquisiion. The West Virginia Code, Chapter 54-3 also applies.

Tha'Grantee must cértify compllance with URA, Under Section

104(d) of the Act, each- Grantee must adopt, make pubiic and cerify that it is following 2
residential  anti-displacement  and relocation assistance plan  providing ona-for-one
replacemeant units and relocation assistance, The ptan must ajso indicate the steps that wil
be taken lo minimize the dispfzac.ameht of persons from their homes as 2 result of any
activities nssisted under this part all in accordance with 24 CFR Part 570.488(b).

{(11) The State and the Granteev will comply withs the provigions of the
Depaitment of Treasury Clreular 1075 and/or the State's Smali Citles Block Grant Handbook,
as revised, in the process of requesting and administering funds from the State’s Letter of

Credit.



(12} Funds provided under this agreement shall not be expended for
pcquisiion or construction purposes in an area that has been identfified by the Federal
Emergency Managerent Agency (FEMA]} as having special flood hazards unless fhe
community in which the area is situated is participating in the National Flood [nsurance
Program; and flood insurance is obtained In aceardance with Section 102(a) of the Flood
Disaster Protection Act of 1i973.

(Cy  Accounting. The Grantec will establish a separate acoount for the
proper recording of project costs In accordance with generally accepted accounting principles
and procedures SO as to refiect al recelpis and allowable expenditures, including program
ineorme (n connection with the said project and the purpose thereof. Pl generated prior o
project closeout must be expentded as received for project related activities in accordance
with 24 CFR 570. If the Grantes received less that $25,000 per state fiscal year in program
ineoire afler closeout, the dollars received are not subject 1@ provision of 24 CFR 570 and
may be used at the Grantess disceetion, (f program income exceeds $25,000 in any given

state fiscal year after closcout, all program income carned must be expended in accordance

with 24 CFR 570.489.
(D)  Audid pursuant to provisions of Chapter 6, Article 9, Section 7 af the

West Vliginia Code, the Community Development Division has adopted the policy of
accepting annual financial audits contracted or performed by the Sta;te Auditor's Office. The
Grantee will include these funds to be audited wiih its yesrly crgani:'atlan-»uﬁde audit, Audits
shall be conducted in accordance with the provisions of the Office of Management and
Budget (OMB) Cirouiar A-133 and with standards established by the Compiroiler General 85
spacified in Standards for Audit of Governmerital Organszattons. Programs, Activities, and
Functions. Units of local government will make audlt roporte availatie for public inspaction
within thirty (30) days after the completion of the audit.

(B} ~Ragord Retention. Financial records, supporting documents, stalistical

records, and all other records pertinent to the grant shall be retained for a period of three

years, with the foliowing qualifications:



(1) If any litigation, claim, o audit is started before the expiration of
the threc-year pevod, tha records shall be retained until all lifigations, claims, of audit
findings involving the records have been resolved.

(2} Records for nonexpendable property acquired with Federat funds
shall be retained for three yea“s afler #ts final dispesition,

(3) Records for disptacement shall be retained in accordance with the
Smali Cltles Block Grant Handbook.

3} The'retention period starts from the date of the issuancs of the
final audit repott. o

D) Access fo Records. The Grantee shall, at any time during normal
business hours and as often as The State or its designated rebresentaﬁves deerm necessary,
make available for examination all records, books, accounts, reports, fites, and other papers,
things or property of the Grantee with respect to the matters covered by this Contract. All
negotiated contracts awarded by the Grantee shall include 3 provision thal the Comptroller
General or any duly authorized representative of the Slate of HUD shall have access to any
books, documents, papers, and records of the contractor which are directly pertinent to a
specific grant program for the parpose of making audit, examination, excerpts, and
transeriptions. ‘

(5} Repayment. The OCraniee shall refund to ihe State or Federal
govern.ment any expandilures determined © be made for an inefigible purpese for which
Federal funds wera received. |

{H) Compefd:vp Pmc:urement Procedures. Al procurémant transactiions,
ncluding prefessional services, regardiess of whether negotiated or advertised and without
regard to doliar vaiue, shall be conducted in @ manner that provides maximur open ard free
compstition consistent with procedures identified in {he Smail Citles Block Handoook, 24
- CFR Part 85, and with applicable local or State law.

The Grantee shall procure archntecvengmeer services in accordance with

Chapter 5G of the West Virginia State Code and be in compliance with 24 CFR Part 85.
B



The Grantea shall procure consirucion contracts in accordance with Chapler 5-
224 of the Weést Virginia State Code and be in compiiance with federat regulations 24 CFR
Part 85, _

The Grantee:shall salicit saaled hids Tor all construction-related contracts or
suppliés related to their pro;ec:t which has an sslimated valus of over 325, 00o. Al
wransactions under $25,000 whather construct{c\nmre!atad coniracts, supplies, or professlonal
services should be procured i a manner that provides maximum open and free competition
and files are to be maintained to document such aciivitles. Any atternpts by the Grantee o
segregate th= pro;ect into soct:ons in ordet to clreumvent compeidive prooura'ment may be
cause for termination of this Agreement under the prowsxons of Paragraph 9, Tneae bids
shall be ¢btained by pubfic notice as a Class It legal advertisement in comphance with the
nrovisions of Article Three, Chapter Fifty-Nine of the Code of West Virginia. This notice shall
be published by the Grantee i the newspapsr with the largest circulation serving the general
area within a perioc of fouttegn consecutive days with at lcast an interval of six full days
within such peried between the date of the first publication and the date of the second
publication preceding the final daie of submitting bids. The Granlze shall also, where
feasible, solicit sealed bids by listing the project in tha F. W. Dadge Reperts, sending
requesis by mail 10 prospective suppliers or co_ntractors. sending notification to the State's
amall Business Development Center Division, and by posting notice &N & hulletin board in a
sublic place. The Grantee shall have available upon request for revie_:w by the State or ifs
designated representative, bid documents and other evidence of compiiance with thesg
srocedures, The resolution of bid and contract disputes is the responsibifity of the Granteg.

Grantees have the mbllity to procure p{pfes:sional and construction oCNi[;;EES‘
shorefere, the design-build method (3-22A-1). Public agencies can only utiize design-build
on building project,  Highways, water, sewer, and all ather public works projects are
spacifically prohibited from using the design-build method,

{H Bonding and [nsurance, As otherwise requived by law, a grant that

requires the coniracting or subcontracting for construction of facillty Improvements under
9



S1OD.OOG shall provide for the Grantee 1o follow local or State requirements relating 0 vid
guarantees, performance bonds, and payment bonds provided that the Grantee's and Slate’s
interest is adequately protected and that such contracts can be exgcuted in a timely manner;
otherwise, bonding requirsrments chall be the same as for contracis exceeding $100, 000, H
the coniracts of subcontr.:acts. exceeds $100,000, the minimum bonding and insurance
requirements shadt be as follows: _

(i) = A bid guarantee from oach bidder ecuivalent to five percent of the
bid price. This bid guaraniee shall consist of a firm commitrnent such as bid bond. cestified
check, of other negoliable instrument accompanymg a bid that the bidder will, upan
acseptance of the bid, execute tha contractual documents as may be re quired within the time
specified. -

(2} A pedormance bond on the part of the contractor for 100 percent
of the contract price. This pex;:‘orrnanca band shall be exacuted by the successful contractor
in connection with a cc':ntrz;zct 1p secura fulfiliment of the contractor's obligations under SLch
contract,

(3) A payment bond on the part of the contractor for 100 percent of
the contract price, This payment bhond shall be exscuted in connection with a contract 10
assure payment is required by law of all parsons supplying labor of materials in the execution
af the wark provided for in the Confract . '

(J)  Facilities Cperation. “he Grantee shall operate and maintain ait faclijties
o which the general public has right of access constructed under the auspices of this
Contract in accordance with mln:mum standards as may be roquired or prescribed by the
appllcable Federal, State and jocal statute, law, ord;nance or regulation as to actual
potistrustion pregedures. The Grantae shall be respons:b!e for maintgnance and operation
of such facilities upon completion. ‘The Grantes may hot change the use or plannad use of
any sucn facility (including the beneficiaries of such use) from that purpose initiafly approved
unlegs the Grantes provides affected citizens with reasonable notice thereof and opportunity

to commenl on any proposed change all in accordance with 24 CFR Part 570.485().
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authorized expenditures from the State's Letter of Credit with the Department of Housing and

Lirtban Development.
8. Cost Underuns. The State reserves the right to recapture ali SCBG funds

remaining due to cost underuns. The armaunt to ba recovered will be prorated and
proportionaf o the percent bf actual batal prc‘:ject expenditures.

10. Termination of Contract for Cause. if, through any cause, ‘the Graniee
shall {ail to fulfilt in a necessary and proper manner its obligations under this Contract or if the
Grantee shall violate any of the covenanis, agreements, of stipulations of this Contract, ihe
State shalt thereupon have the right to termmate this Contract by giving written notzca to the |
Grantee to such termination and specifying the effective date thereo‘f at {east f’fteen days
before the effective date of such termination. The Grantee shall be entiled to receive just
and equitable compensation for any satistactary work campleied on the described project.

Notwithstanding the abave, the Grantee shall not be relisved of liability to the
State for damages sustained by the State DY virtue of any breach of the Contract by ihe
Grantee. and the State may withhold any payments to the Grantee for the purposa of off
setiing those damages untit such time as the exact amount of damagas due the State from

the Grantes is delermined.
. Termmatmn far Conveniance of the State.. The " State may terminale ihis

Contract at any fime by giving written notice to the Grantee of such termination and

specifying the effective date of fermination. !f the Contract is terminated by lhe State as‘
providad hereln, the Graniee will be paid an amount which bears the same ratio to he total
compensation as the sefvices actually performed bear to the total services of the Grantee

covered by this Contract, iess payments of compensancn previously made.
12.  Termination by the Grantee,  The Graptes may unilaterally rescind his

Agreemant at any time prior to the comrencement of the project.  After project
commencement, this Agreement may be rescinded, moditied, or amended only by mutual

agreemeni. A project shall be deamed commenced when the State makes any expenditure

or incurs any obligation with respect to the project.
12



13. Resnerting. A Final Parformance Repott shail be submitted (o the State wilh
the final request for payrnent fr project cosis, excluding audit. Sald Petformance Report
shall ba made on the forms provided by the State and meet the reguirernents of said report
as sot forth in the approprate Small Cities Block Grant Handbook of the State of West
Virginia. Other repotts may oe requested by the State during {he grant peried as the State
deems necessary and diret.;ts, |

14, Final Closeout. Final Closeout shall be completed when the Siate: (&) s

i receipt of a Final Performance Raport: {b) has determined hat ail monitering findings have
been_fo_rmally addressed and are resoived; ar_{d (c) has'receive_d a completed, final project
audit and has determined that ahy findings have been resolved.

15. Resolution of Disputes. Resolutlon of dispules between the Stale and the

Grantee concerning administrativa and programematic matters during the terms of this
Agreement shail be in itIated threugh consultation and discussion at the State’s Administrative
Offices with final decision on questions of policy or fact baing determinad by the Director of
the Cemmunity Development Division of the West Virginia Development Offlce or his/fmer
designated represeniative. Nothing in this Agreement shall be construed as making the final
decision on a question of taw, 0r.10 fimit in any manner any remedics or rECOUrSes available
under applicable laws, Clizen's complainta or disputes rsgarding Grantee performance of
actions relative to the approved project are the responsibility of the Grantee.

16, Nolice. The parties hereto agres that netice shall be served when mailed

certified .S Mail to the following addresses:

West Virginia Development Office
Cornmunity Development Division
Caplitol GComplex R
Building 8, Roam 553

Charleston, West Virginia  26305-0311

GRANTEE Fayelte County Cormmission
. 100 North Court Street .
Fayettoville, WV 25840.0307

13



MWITNESSETH] that the parties hereto have entoerad thelr signatures hereafier
with each representing to the other that the axecution of this Agreement is done with
full authority and that attached hereto and made a part hereof as Attachment B, is a
sartified copy of the resolution, motion, of similar actien of the governing body of the

Grantee directing and autherizing its official represontative to act i connestion with

this Agreement.

“Ehots, Executive DIrecior

A STepnen

Fayette County Commission

L i e

By, Kennath L. Eskew Fresident
H

FEDERAL EMPLOYER IDENTIFICATION NUMBER

S = N
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Exhibit 9

west virginle depariment of environmentai protection

Office of Abandoned Mine Lands Joe Manchin It], Governor
601 57" Strest SE Randy C. Huffinan, Cabinet Secretary
Charleston, WV 25304 www.wvdep.org

Telephone: (304)9256-0485 / Fax (304)926-0458

September 4, 2008

Ms. Cynthia Jones

Danese PSD

PO Drawer C

Danese, West Virginia 25831

Re: Danese PSD Waterline Extension
AMIL TD# 281

Dear Ms. Jones:

As stated in a previous letter to you, the Danese Waterline Extension project is 80%
eligible for funding by AML. This project is eligible to be fimded by a Sub-Grant, which resuits
in the project being administered by the applicant, or the apphcant’s designee. As such, 80% of
the bid cost of the construction (currently estimated at $6,268,647) is eligible for funding by
AML. In addition, AML will participate in approved Change Orders for the project by applying
the 80% to the total eligible Change Order amount.

AML funds are released according to a project’s priority score. Currently, the base
priority score for your project is 133.42, which is project number nine (9) that is eligible for
AML funds. In order to increase your priority score, the following Readiness to Proceed items
must be received by AML ; 1) Certified Plans and Specifications; 2) Preliminary Title of
Opinion, certifying that 100% of Properties and 80% of ROWSs have been obtained; 3) PSC
Certificate; 4) Health Department Permit; and 5) Evidence of remaining funding and/or 11DC
approval. AML has received Certified Plans and Specifications, and only four itemns remain.
Each of the five items above adds 20 points to your base priority score. Once all five have been
received and approved by AML, your priority score will be 233.42, which is currently high
enough for immediate funding,

- After AML receives all of the required items above, funding will be assigned to a grant
year, and your project will be transferred to the Sub-Grant Team. At the same time, a Sub-Grant
Application will be forwarded to you with a list of doeumentation required to be approved by the
Sub-Grant Team before soliciting bids.

Promoting a healthy environment.



Ms, Cynthia Jones

Danese PSD

Danese PSD Waterline Extension ID# 281
September 4, 2008

Page 2

Finally, in order to assist AML with the preparation of an environmental assessment,
copies of any letters to and responses from environmental clearinghouses (i.e. SHPO, DNR,
Corps, ete.) would be appreciated. This can potentially shorten the amount of time required to
receive OSM approval of the project.

It is the agency’s goal to utilize all of the money in each grant year for construction of
projects that benefit the West Virginia citizens. AML is encouragirig all of its project
coordinators to work toward the five Readiness to Proceed ctiteria, so that funding is available
first to those who are ready. If you have any questions or would like to discuss the steps
necessary to complete your particular project, please contact me at (304) 926-0499, Ext. 1459,

Smcerely,

Angela K. Chestnut, P.E.
Whaterline Administrator

CC: Ray Tilley, P.E., E. L. Robinson




DANESE PUBLIC SERVICE DISTRICT
Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture)

RECEIPT OF DEPOSITORY BANK,

The undersigned duly authorized representative of Branch Banking & Trust Company,
Charleston, West Virginia (the “Bank™), hereby cettifies that on September 24, 2009, the Bank received
an automated transfer in the amount of $78,587.03 to the credit of the Series 2009 A Bonds Construction
Trust Fund, Account Number 0005175831683,

WITNESS my signature on this 24th day of September, 2009.

BRANCH BANKING & TRUST COMPANY

09.03.09
2:0780.00001

CH4979306.1 2 5
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