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HARDY COUNTY 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 HARDY COUNTY PUBLIC
SERVICE DISTRICT, AND THE FINANCING OF THE COST,
NOT OTHERWISE PROVIDED THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF $650,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2001 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 HARDY COUNTY 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. Hardy County Public Service
District (the "Issuer") is a public corporation and public service district and political
subdivision of the State of West Virginia in Hardy County of said State, duly created pursuant
to the Act by The County Commission of Hardy 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
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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 there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of three booster pump
stations, a 100,000 gallon storage tank and approximately 110,000 linear feet of two-inch to
eight-inch water line, and all necessary appurtenant facilities (the "Project”), particularly
described in and according to the plans and specifications prepared by the Consulting
Engineer and heretofore filed in the office of the Secretary of the Public Service Board (the

“"Governing Body") of the Issuer. The existing waterworks facilities of the Issuer, together
with the Project and any further additions, improvements or extensions thereto, are herein
called the "System." The acquisition and construction of the Project and the financing hereby
authorized and provided for are public purposes of the Issuer and are ordered for the purpose
of meeting and serving public convenience and necessity.

C.  The estimated revenues to be derived in each year from the operation of
the System after 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 $2,700,000, of which $650,000 will be obtained from the proceeds of sale of the
Series 2001 A Bonds herein authorized, $800,000 will be obtained from a grant from the
Purchaser and $1,250,000 will be obtained from a grant from the United States Department
of Housing and Urban Development (Small Cities Block Grant through the State of West
Virginia).

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 2001 A (United States Department of Agriculture), in the aggregate principal amount
of $650,000 (the “"Series 2001 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 2001 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility
or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
of the properties and the placement of same in operation; provided that, reimbursement to the
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Issuer for any amounts expended by it for the repayment of indebtedness incurred for costs
of the Project by the Issuer shall be deemed costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 2001 A Bonds as to liens, pledge and source of and security for
payment, being the (i) Water Revenue Bond, Series 1988, dated March 15, 1989, issued in
the original aggregate principal amount of $300,000 (the "Series 1988 Bonds"); (ii) Water
Revenue Bond, Series 1990, dated July 12, 1990, issued in the original aggregate principal
amount of $50,000 (the "Series 1990 Bonds"); (iii) Water Revenue Bond, Series 1993, dated
June 22, 1993, issued in the original aggregate principal amount of $330,000 (the
“Series 1993 Bonds"); (iv) Taxable Water Revenue Bond (Phase IIT), Series 1995 A, dated
December 18, 1995, issued in the original aggregate principal amount of $320,000 (the
"Series 1995 A Bonds"); (v) Taxable Water Revenue Bond (Wardensville Extension),
Sertes 1995 B, issued in the original aggregate principal amount of $280,000 (the
"Series 1995 B Bonds"); and (vi) Water Revenue Bonds, Series 1998 A and Series 1998 B,
dated August 17, 1998, issued in the aggregate principal amounts of $500,000 and $50,000
respectively, (the "Series 1998 Bonds"). The Series 1988 Bond, the Series 1990 Bond, the
Series 1993 Bond, the Series 1995 A Bond, the Series 1995 B Bond and the Series 1998
Bonds are collectively referred to herein as the "Prior Bonds” and are held by the Purchaser.
Other than the Prior Bonds, there are no other outstanding bonds or obligations of the Issuer
which rank prior to or on a parity with the Series 2001 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 docurnent 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 2001 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letter of Conditions, dated
July 6, 2000, 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 2001 A Bonds, or will have so complied prior to issuance of the Series 2001 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 shali have been duty waived or otherwise provided for.
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Issuer for any amounts expended by it for the repayment of indebtedness incurred for costs
of the Project by the Issuer shall be deemed costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 2001 A Bonds as to liens, pledge and source of and security for
payment, being the (i) Water Revenue Bond, Series 1988, dated March 15, 1989, issued in
the original aggregate principal amount of $300,000 (the "Series 1988 Bonds"); (iiy Water
Revenue Bond, Series 1990, dated July 12, 1990, issued in the original aggregate principal
amount of 350,000 (the "Series 1990 Bonds"); (iii) Water Revenue Bond, Series 1993, dated
June 22, 1993, issued in the original aggregate principal amount of $330,000 (the
“Series 1993 Bonds"); (iv) Taxable Water Révenue Bond (Phase IIT}, Series 1995 A, dated
December 18, 1995, issued in the original aggregate principal amount of $320,000 (the
"Series 1995 A Bonds"); (v) Taxable Water Revenue Bond (Wardensville Extension),
Series 1995 B, issued in the original aggregate principal amount of $280,000 (the
"Series 1995 B Bonds"); and (vi) Water Revenue Bonds, Series 1998 A and Series [998 B,
dated August 17, 1998, issued in the aggregate principal amounts of $500,000 and $50,000
respectively, (the "Series 1998 Bonds"). The Series 1988 Bond, the Series 1990 Bond, the
Series 1993 Bond, the Series 1995 A Bond, the Series 1995 B Bond and the Series 1998
Bonds are collectively referred to herein as the “Prior Bonds" and are held by the Purchaser.
Other than the Prior Bonds, there are no other outstanding bonds or obligations of the Issuer
which rank prior to or on a parity with the Series 2001 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 2001 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letter of Conditions, dated
July 6, 2000, 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 2001 A Bonds, or will have so complied prior to issuance of the Series 2001 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
convenience and necessity and approva! of the financing and necessary user rates and charges
from the Public Service Comumission 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 Constirutes Contract. In consideration of
the acceptance of the Series 2001 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 constirute 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 2001 A Bonds.

Section 1.04. Defmitions. 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 2001 A Bonds and the Prior Bonds.
"Chairman" means the Chairman of the Governing Body.

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

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

"Depository Bank" means Capon Valley Bank, Moorefield, 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 I and ending on
the succeeding June 30.
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"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, col!ectively, all grants committed for the Project.
"Herein" or "herein" means in this Bond Legislation.

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

“Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated July 6, 2000, and all amendments thereto, if any.

"Minimum Reserve" means, as of any date of calculation, the maximum amount
of principal and interest which will becorne due on the Series 2001 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 currentexpenses, 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 to the Project and the
System, the accumulation of appropriate reserves for charges not annually recurrent but
which are such as may reasonably be expected to be incurred, and such other reasonable
operating costs as are normally and regularly included under recognized accounting principles
and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses stated
above for the current year as working capital, and language herein requiring payment of
Operating Expenses means also retention of not to exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bonds and 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 Series 1988 Bond, the Series 1990 Bond,
the Series 1993 Bond, the Series 1995 A Bond, the Series 1995 B Bond, the Series 1998 A
Bonds and the Series 1998 B Bonds, of the Issuer described in Section 1.02G hereof.

"Prior Resolutions" means, collectively, the resolution of the Issuer adopted
March 15, 1989, authorizing the Series 1988 Bond; the resolution of the Issuer adopted
July 12, 1990, authorizing the Series 1990 Bond; the resolution of the lssuer adopted June 7,
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1993, authorizing the Series 1993 Bond; the resolution of the Issuer adopted December 18,
1995, authorizing the Series 1995 A Bond,; the resolution of the Issuer adopted December 18,
1995, authorizing the Series 1995 B Bond; and the resolution of the Issuer adopted
August 17, 1998, authorizing the Series 1998 A and Series 1998 B Bonds..

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

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

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

(a) Government Obligations;

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

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

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

(e)  Time accounts (including accounts evidenced by
tlme 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;

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are
members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or must be
replaced or increased so that the market value thereof is always
at least equal to the principal amount of said repurchase
agreements, and provided further that the holder of such
repurchase agreement 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 Investmment Management pursuant to
Chapter 12, Article 6 of the West Virginia Code of 1931, as
amended; and

(iy  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 Owner," "Bondholder," "Holder of the Bonds" or any similar term
means any person who shall be the registered owner of the Bonds.

"Resolutions" means, collectively, the Prior Resolutions and the Bond
Legislation.



"Revenues” or "Gross Revenues” means ali 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 2001 A Bonds" means the Water Revenue Bonds, Series 2001 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
importing the masculine, feminine or neuter gender shall include any other gender; and any
requirement for execution or attestation of the Bonds or any certificate or other document by
the Chairman or the Secretary shall mean that such Bonds, certificate or other document may
be executed or attested by an Acting Chairman or Acting Secretary.
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ARTICLEII

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $2,700,000, in accordance with the plans and specifications
which have been prepared by the Consuliing Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 2001 A Bonds hereby authorized shall be
applied as provided in Article IV hereof.
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ARTICLE 1

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 2001 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2001 A (United States Department of Agriculture)”, are
hereby authorized to be issued in the principal amount of $650,000, 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 2001 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 2001 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.875% per annum, and shall be sold for the par
value thereof.

The Series 2001 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 2001 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 2001 A Bonds, and the right to principal of and stated interest on the Series 2001 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the -
Series 2001 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 2001 A Bonds shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a new Bond or Bonds in authorized
denominations, for a like aggregate principal amount. The Bond Registrar shall require the
payment by the new owner requesting such transfer of any tax or other governmental charge
required to be paid with respect to such transfer, but the Issuer shall pay any other expenses
incurred by the Bond Registrar with respect to such transfer.

No registration of transfer of the Series 2001 A Bonds shali be permitted to be
made after the 15th day next preceding any installment payment date on the Series 2001 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 2001 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2001 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 2001 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2001 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 2001 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 2001 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, St. Louis, Missouri 63103, or such other address as shall be stated
in writing to the Issuer by the United States of America.

Section 3 .05. Execution of Bonds. The Series 2001 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 2001 A Bonds shall cease to be such officer of the Issuer before
the Series 2001 A Bonds so signed and sealed have been actually sold and delivered, such
Bonds may nevertheless be sold and delivered as herein provided and may be issued as if the
person who signed or sealed such Bonds had not ceased to hold such office. The
Series 2001 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 2001 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 2001 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2001 A Bonds shall have
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matared or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 2001 A Bonds shall be secured forthwith by a first lien on
the Net Revenues derived from the System, on a parity with the Prior Bonds. The Net
Revenues derived from the System in an amount sufficient to pay the principal of and interest
on the Series 2001 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 2001 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 2001 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)

HARDY COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 2001 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$650,000

No. AR-1 Date: , 2001

FOR VALUERECEIVED, HARDY COUNTY 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 writihg, the
principal sum of DOLLARS (§ ), plus
interest on the unpaid principal balance at the rate of 5.125% per annum. The said principal
and interest shall be paid in the following mstallments 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 $3,244 covering principal and interest, thereafter on said corresponding day of
each month, except that the final installment shall be paid at the end of 40 years from the date
of this Bond, in the sum of the unpaid principal and interest due on the date thereof, and
except that prepayments may be made as provided hereinbelow. The consideration herefor
shall support any agreement modifying the foregoing schedule of payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made
at any time at the option of Borrower. Refunds and extra payments, as defined in the
regulations of the Governmentaccording to the source of funds invoived, shall, after payment
of interest, be applied to the instaliments last to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining instaliments as scheduled herein.

CHB58066.2
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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 10 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 selely for
purposes authorized by the Government.

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

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

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

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

This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted » 2001, 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 Farmers Home Rural Development Act. This Bond
shall be subject to the present regulations of the Government and to its foture 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 (1) WATER
REVENUE BOND, SERIES 1988; (2) WATER REVENUE BOND, SERIES 1990:
(3) WATER REVENUE BOND, SERIES 1993; (4) WATER REVENUE BOND, SERIES
1995 A; (5) WATER REVENUE BOND, SERIES 1995 B; AND WATER REVENUE
BONDS, SERIES 1998 A AND SERIES 1999 B, AS DESCRIBED IN THE RESOLUTION.

CHES58065.2
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INWITNESS WHEREOF, HARDY COUNTY 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,

HARDY COUNTY PUBLIC SERVICE DISTRICT
{Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)
Chairman, Public Service Board
(Title of Executive Official)

P. O. Box 209
P. O. Box No. or Street Address)

Moorefield, West Virginia 26836
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary, Public Service Board
(Title of Executive Official)

CH&58066.2
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(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(VI (19 _$
B 5 (200§
& % 2D__$
(GO (22) $
(5 8 23) $
6 _$ 20 3
(O3 (23) _$
8 3 (26) $
9 3 27 $
(10 _$ (28) §
(an 3 25 _ %
a2 $ (30) %
(13 3 3EL 3
as 3 (32) %
(15 $ (33 _$
(16) $ 30 $
an_$ (35 %
(18 3 (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
prerises.

Dated: s

In the presence of:

CHE655066.2
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ARTICLE IV

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

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

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

(2)  Depreciation Reserve (established by the Prior Resolutions and continued
hereby); and

(3)  Project Construction Account.

Section 4.02. Establishment of Funds and Accounts with Commission.
The following special funds or accounts are hereby created with (or continued if previously
established by the Prior Resolutions) and shall be held by the Commission separate and apart
from all other funds or accounts of the Commission and the Issuer and from each other:

(1)  Prior Bonds Reserve Funds (established by the Prior Resolutions); and
(2) Series 2001 A Bonds Reserve Account.,

Section 4.03. Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 2001 A Bonds shall be deposited upon receipt by the Issuer
in the Project Construction Account. The moneys in the Project Construction Account in
excess of the amount insured by FDIC shall be secured at all times by the Depository Bank
by securities or in a manner lawful for the securing of deposits of State and municipal funds
under West Virginia law. Moneys in the Project Construction Account shall be expended by
the Issuer solely for the purposes provided herein.

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

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

CH658086 .2
15



instaliments on the Series 2001 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
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Investments.

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

Section 4.04. Covenants of the Issuer as to Svstern Revenues and Funds.
So long as any of the Series 2001 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2001 A Bonds Reserve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2001 A Bonds remaining unpaid, together with interest accrued and to accrue thereon,

the Issuer further covenants with the Holders of the Series 2001 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
Issuer in the Revenue Fund. The Revenue Fund shall constitute
a trust fund for the purposes provided in the Resolutions and shail
be kept separate and distinct from all other funds of the Issuer and
the Depository Bank and used only for the purposes and in the
manner provided in the Resolutions.

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

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

(2}  The Issuer shall next, each month, on or
before the due date of payment of each installment on the Prior
Bonds and the Series 2001 A Bonds, transfer from the Revenue
Fund and remit to the National Finance Office, the amounts
required to pay the interest on the Prior Bonds and the
Series 2001 A Bonds and to amortize the principal of the Prior
Bonds and the Series 2001 A Bonds over the respective lives of
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each Bond issue. All payments with respect to principal of and
interest on the Prior Bonds and the Series 2001 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,
transter from the Revenue Fund and simultaneously remit to the
Commission (i) for deposit into the Prior Bonds Reserve Funds,
the amounts required by the Prior Resolutions; and (ii) for deposit
into the Series 2001 A Bonds Reserve Account, 0.4167% of the

. Minimum Reserve, until the amount in the Series 2001 A Bonds

Reserve Account equals the Minimum Reserve. Moneys in the
Series 2001 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 2001 A Bonds to the National Finance
Office as the same shall become due or for prepayment of
installments on the Series 2001 A Bonds, or for mandatory
prepayment of the Series 2001 A Bonds as hereinafter provided,
and for no other purpose; provided, however, that when the
Minimum Reserve has been accumulated in the Series 2001 A
Bonds Reserve Account, all earnings of investments of moneys
therein shall at least annually be transferred to and 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
Depository Bank for deposit in the Depreciation Reserve, (i) the
amount required by the Prior Resolutions; and (ii) 0.4167% of the
Minimum Reserve, until the amount in the Series 2001 A Bonds
Reserve Account equals the Minimum Reserve, and thereafter,
0.8334% of the Minimum Reserve, so long as the Series 2001 A
Bonds are outstanding; provided, however, that in the event
Revenues are insufficient to fund the Series 2001 A Bonds
Reserve Account in accordance with Section 4.03B(3)(ii) above,
or a withdrawal of funds from the Series 2001 A Bonds Reserve
Account is made, payment of Revenues into the Depreciation
Reserve as provided in this Section 4.03B(4)(ii) shall not be
made, but instead Revenues shall be applied to the replenishment
of the Series 2001 A Bonds Reserve Account until such deficiency
is cured, at which time payments into the Depreciation Reserve
as provided in this Section 4.03B(4)(ii) shall resume. Moneys in
the Depreciation Reserve shall be used first 1o make up any

21



CH658066.2

deficiencies for monthly payments of interest on and principal of
the Prior Bonds and the Series 2001 A Bonds as the same become
due, and next to restore o the Reserve Fund and the
Series 2001 A Bonds Reserve Account any sum oOr sums
transferred therefrom, all on a pro rata basis. Thereafter, and
provided that payments are current and in accordance with the
foregoing provisions, moneys in the Depreciation Reserve may be
withdrawn by the Issuer and used for replacements, repairs,
improvements or extensions to the System.

(5)  After all the foregoing provisions for use of
moneys in the Revenue Fund have been fully complied with, any
moneys remaining therein and not permitied 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 2001 A Bonds Reserve
Account shall be sufficient to prepay the Series 2001 A Bonds in
full, it shall be the mandatory duty of the Issuer, anything to the
centrary herein notwithstanding, to prepay the Series 2001 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 2001 A Bonds Reserve
Account as herein provided, and all amounts required for the
Series 2001 A Bonds Reserve Account will be deposited therein
by the Issuer upon transfers of funds from the Revenue Fund at
the times provided herein. If required by the Purchaser at
anytime, the Issuer shall make the necessary arrangements
whereby required payments into said account shall be
automaticaily debited from the Revenue Fund and electronically
transferred to the Commission on the dates required hereunder.

The Issuer shall, on the first day of each month (if the first
day is not a business day, then the first business day of each
month), deposit with the Commission the required reserve
account payments with respect to the Bonds and all such payments
shall be remiited to the Commission with appropriate instructions
as 1o the custody, use and application thereof consistent with the
provisions of this Bond Legislation.
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The Depository Bank is hereby designated as the Fiscal
Agent for the administration of the Depreciation Reserve as
herein provided, and all amounts required for the Depreciation
Reserve will be deposited therein by the Issuer upon transfers of
funds from the Revenue Fund at the times provided herein,
together with written instructions stating the amount remitted for
deposit into each such fund.

The Revenue Fund, the Series 2001 A Bonds Reserve
Account and the Depreciation Reserve shall constitute trust funds
and shall be used only for the purposes and in the order provided
herein, and until so used, the Purchaser shall have a lien thereon
for further securing payment of the Series 2001 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 2001 A Bonds and the Prior Bonds, in
accordance with the respective principal amounts then
Outstanding,

Subject to the Prior Resolutions, the Commission and the
Depaository Bank, at the direction of the Issuer, shall keep the
moneys in the Series 2001 A Bonds Reserve Account and the
Depreciation Reserve 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 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 Board of Investment Management.
Any investment shall be held in and at all times deemed a part of

_ the fund or account in which such moneys were originally held,
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and interest accruing thereon and any profit or loss realized from
such investment shall be credited or charged to the appropriate
fund or account. Earnings from moneys in the Series 2001 A
Bonds Reserve Account, so long as the Minirnum Reserve is on
deposit and maintained therein, shall be returned not less than
once each year, by the Commission to the Issuer, to be deposited
in the Revenue Fund.

C. CHANGE OF DEPOSITORY BANK. The Issuer
may designate another bank or trust company insured by FDIC as
Depository Bank if the Depository Bank should cease for any
reason to serve or if the Governing Body determines by resolution
that the Depository Bank or its successor should 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 2001 A Bonds, provide evidence that there
will be at least 1,113 bona fide users upon the Project on
completion, in full compliance with the requirements and
conditions of the Purchaser.

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

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

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

H. GROSS REVENUES. The Gross Revenues of the
System shall only be used for purposes of the System.
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Section 4.05. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 2001 A Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $650,000 (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 2001 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 Y

GENERAL COVENANTS, ETC,

Section 5.01. ‘General Statement. So Iong as the Series 2001 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 2001 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 2001 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 2001 A Bonds.

Section 5.02. Rates. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
annual deb: service on the Series 2001 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 2001 A Bonds are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

Sectipn 5.04. Issuance of Additional Parjty Bonds or Obligations. No
additional parity bonds or obligations payable out of any of the Revenues of the System shall
be issued, except with the prior written consent of the Purchaser.

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 2001 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 or
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destruction of any portion of the System, the Issuer will promptly
arrange for the application of the insurance proceeds for the
repair or reconstruction of such damaged or destroyed portion.
The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance to
protect the interests of the Issuer during construction of the
Project in the full insurable value thereof.

(b)  Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident 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 2001 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
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
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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
or other funds of the Issuer in an amount at least equal to the total
funds in the custody of any sach person at any one time, and
initially in the amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of a representative of the Purchaser.

(g) Provided, however, and in lieu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 2001 A
Bonds are outstanding, the Issuer will carry insurance and bonds
or cause insurance and bonds to be carried for the protection of
the Issuer, and during such construction will require each
contractor and subcontractor to carry insurance, of such types and
in such amounts as the Purchaser may specify, with insurance
carriers or bonding companies acceptable to the Purchaser.

Section 5.06. Statutory Mortgage Lien. For the further protection of the
Holder of the Series 2001 A Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, on a parity with the Prior Bonds, which statitory mortgage lien is hereby
recognized and declared to be valid and binding and shall take effect immediately upon the

delivery of the Series 2001 A Bonds.

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

declared an "Event of Default":
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(a) Failure to make payment of any monthly
amortization installment upon the Series 2001 A Bonds at the date
specified for payment thereof; and

(b)  Failure to duly and punctually observe or perform
any of the covenants, conditions and agreements on the part of the
Issuer contained in the Series 2001 A Bonds or herein, or
violation of or failure to observe any provision of any pertinent
law.
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Section 5.08. Enforcement. Upon the happening of any Event of Default
specified above, then, and in every such case, the Purchaser may proceed to protect and
enforce its rights by an appropriate action in any court of competent jurisdiction, either for
the specific performance of any covenant or agreement, or execution of any power, or for
the enforcement of any proper legal or equitable remedy as shall be deemed most effectual
to protect and enforce such rights.

Upon application by the Purchaser, such court may, upon proof of such default,
appoint a receiver for the affairs of the Issuer and the System. The receiver so appointed
shall administer the System on behalf of the Issuer, shall exercise all the rights and powers
of the Issuer with respect to the System, shall proceed under the direction of the court to
obtain authorization to increase rates and charges of the System, and shall have the power to
collect and receive all revenues and apply the same in such manner as the court may direct.

Section 5.09. Fiscal Year; Budget. While the Series 2001 A Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be
operated and maintained on a Fiscal Year basis commencing on July 1 of each year and
ending on the following June 30, which period shall also constitute the budget year for the
operation and maintenance of the System. Not later than 30 days prior to the beginning of
each Fiscal Year, the Issuer agrees to adopt the Annual Budget for the ensuing year, and no
expenditures for operation and maintenance expenses of the System in excess of the Annual
Budget shall be made during such Fiscal Year unless unanimously authorized and directed
by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser
by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before the
1st day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year preceding by more than
10%; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
Expenses shall be mailed immediately to the Purchaser.

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

Section5.12. Books and Records; Audits. The Issuer will keep books and
records of the System, which shall be separate and apart from all other books, records and
accounts of the Issuer, in which complete and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at all reasonable 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 2001 A Bonds are
outstanding. N

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 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.

CH5580685.2
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ARTICLE VI

RATES, ETC.
Sectior; 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 April 2, 1998,
Case No. 97-0953-PWD-CN, which Final Order is incorporated herein by reference as a part
hereof.

B. There shall not be any discrimination or differential in rates berween
customers in similar circumstances, '

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

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

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

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

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

MISCELLANEQUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2001 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 2001 A Bonds, the pledge of Net Revenues and
other moneys and securities pledged under this Bond Legislation and all covenants,
agreements and other obligations of the Issuer to the Registered Owner of the Series 2001 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,

Section 7.03. Delivery of Bonds. The Chairman, Secretary and Treasurer

of the Governing Body are hereby authorized and directed to cause the Series 2001 A Bonds,
hereby awarded to the Purchaser pursuant to prior agreement, to be delivered to the
Purchaser as soon as the Purchaser will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements or provisions hereof should be held contrary to any express
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, 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 2001 A Bonds.

Section 7.035. 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).

Section 7.06, Table of Contents and Headings. The Table of Contents
and headings of the articles, sections and subsections hereof are for convenience only and
shall neither control nor affect in any way the meaning or construction of any of the
provisions hereof.
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Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to happen, to be performed or
to be taken precedent to and in the adoption of this Resolution do exist, have happened, have
been performed and have been taken in regular and due time, form and manner as required
by and in full compliance with the laws and Constitution of the State of West Virginia
applicable thereto; and that the Chairman, Secretary and members of the Governing Body
were at all times when any actions in connection with this Resolution occurred and are duly
in office and duly qualified for such office.

Section 7.08. Effective Time. This Resolution shall take effect
immediately upon its adoption.
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Adopted this 14th day of September, 2001.

HARDY COUNTY PUBLIC SERVICE DISTRICT

[ S
\'7:/? 27 l'z: et ,‘-’4/‘1’ il
Chairman
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CERTIFICATION |

Certified a true copy of a Resolution duly adopted by the Public Service Board
of HARDY COUNTY PUBLIC SERVICE DISTRICT on the 14th day of September, 2001.

Dated: September 18, 2001.

[SEAL] s ,
/J/‘./M(é’h’_.:/f’ Ao /’{,MVZ’L_.)
Secretary
09/13/01
378080/00001
. CH&58068 .2
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"HARDY COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1948

RESOLUTION AUTHORIZING TRE ACQUISITION AND
CONSTRUCTION OF PUBLIC SERVICE PROPERTIES OF
HARDY COUNTY PUBLIC SERVICE DISTRICT
CONSTITUTING WATERWORKS FACILITIES AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED,
THEREQF, THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN $300,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BOND, SERIES 1988;
DEFINING AND  PRESCRIBING THE TERMS AND
PROVISIONS OF THE BOND; PROVIDING GENERALLY FOR
THE RIGHTS AND REMEDIES AND SECURITY OF THE
HOLDERS OF THE BOND; AND ADOPTING OTHER
PROVISIONS RELATING THERETO

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

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

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

Section 1.02., Findings and Determinations. It 1is hereby
found, determined and daclared that:

A. Hardy County Public Service District (the "Issuer")
is a public sarvice district and political subdivision of the State
of West Virginia in Rardy County of said State, duly created by The
County Commission of Hardy County pursuant to the Act.

B. The Issuer presently does not own or operata a public
waterworks system, and it i3 deemed essential, convenient, necessary
and desirable for the health, safety, advantage, convenience and
welfare of the inhabitancs of che Issuer, and, accordingly, it is
hereby. ordarsd that cthera be acquirad and constructad certain



waterworks faciliries consisting of a waterworks system comprised of
lines and a ctank reservoir, with all necessary appurtenant
facilities (the "Project"), which constirute properties for the
'diversion, development, pumping, impounding, treatment, storage,
distribucion or furnishing of water to or for the public for
industrial, public, private or other uses {(the Project and any
additions and improvements thereto or extensions thereof 1is herein
called the "System") at an estimated cost of §1,033,000, 1in
accordance with the plans and specificacions prepared by the
Consulting Engineers, which plans and specifications have heretofore
been filed with the Secretary of the Public Service Board (the
"Governing Body") of the Issuer, of which approximately $300, 000
will be obtained from the Bond, approximataly $473,000 will be
obtained by a grant from the Purchaser and approximately $260Q,000
will be obtained by a grant from the Department of Housing and Urban
Development (Small Citias Block Grant through the State of
West Virginia). Certain amounts of water will be purchased from the
Town of Moorefiald pursuant to a water purchase contract between the
Town of Moorefield and the Issuer. The acquigition and construetion
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 coavenience and necegsity.

C. The estimated revenues to be derived im each year
from the operation of che System after complation of the Project
will be sufficient to pay all the costs of the operation and
maintenance of the System, the principal of and interest on the Bond
{(as hereinafter defined) and all debt service, regerve fund and
other payments provided for herein. -

D. It 1s deemed necessary for the Issuer to issue its
Water Revenue Bond in the aggregate principal amount of $300,000
(the "Bond" or "Bonds"), to finance part of the costs of acquisition
and construction of the Project. The cost of such acquisition and
construction shall be deemed to include, without being limited to,
the acquisition and construction of the Project; the acquisition of
any necessary property, real or personal, or interest therein;
interest on the Bond prior to, during and for 6 months after
completion of such construction to the extant that revenues of the
System are not sufficlent therefor; engineering and legal expenses;
expenses for estimates of costs and ravenues; expenses for plans,
specifications and surveys; and such other expensas as nmnay be
necessary or incidental to the construction of the Project and the
financing authorized hereby; provided, that raimbursement to the
Issuer for any amounts expended by it for the repayment of
indebtedness incurred for Costs of cthe Project by the Issuer shall
be deemed Costs of the Project.



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

F. It is in the best interasts of the Issuer that the
Bond be sold to the United States Department of Agriculture, Farmers
Home Administration (cthe "Purchaser"), pursuant to the terms and
pProvisions of a letter of conditions dated January 21, 1987, and all
amendments thereto (collectively, the "Letter of Conditions"),

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

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

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

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

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

"Bond" or '"Bonds" means the Water Ravenue Bond,
Series 1988, authorized hereby to be issued, and any bonds on a
parity therewith authorizad to be issued heraunder.




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

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

"Bond Year" means the |2 month period beginning on the
anniversary of the Closing Date in each Year and ending on the day
prior to the anniversary date of the Closing Date in the following
year except that the first Bond Year shall begin on the Closing
Dace.

"Chairman” means the Chairman of the Governing Body.

"Closing Date" means the date upon which there 1s an
exchange of the Bond for the proceeds representing the purchase of
the Bond by the Purchaser, as the first purchaser of the Bond from
the Issuer. : '

"Code" or "Internal Revenue Code” means the Intarnal
Revenue Code of 1986, as amended.

"Consulting Engineer” means Stultz & Associates, Inc.,
Romney, 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 1.02D hereof to be a part of the cost of
racquisition and construction of the Project.

"Debt Service” means the scheduled amount of interest and
amortization of principal payabla on the Bond during the period of
computation, excluding amounts scheduled during such periocd which
relate to principal which has been retired before the beginning of
such period,

"Depository Bank” means South Branch Valley National Bank,
a bank or trust company which is a member of FDIC (herein defined),
and its successors and assigns.

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

(A) The excess of

(1) The aggregate amount earned from the
Closing Date on all Nonpurpose Investments in



L

which Gross Proceeds of the Bond are invested
- [other than amounts attributable to an excess
described in this clause (A) of this definicion
of Excess Investment Earnings], over

(11} The amount that would have been earned
1f the Yield on such Nonpurpose Investments
[other than amounts attributable to an excess
described in this clause (A) of chis definition
of Excess Investment Earnings] had been equal to
the Yield on the Bond, plus

(B) Any income attributable to the excess
described 1in clause (A) of this definition of
Excess Investment Earnings.

"Facilities" or "waterworks facilitias" means all the
tangible propertias of the System and also any tangible properties
which wmay hereafter be added to the System by additions,
betterments, extensions and improvements theretoc and properties,
furniture, fixtures or equipment therefor, hereafter at any time
constructed or acquired.

"FDIC" means the Federal Deposit Insurance Corporatiom.

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

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

, MGavernment Obligations" means direct obligations of, or
cbligations the principal of and intarast on which are guaranteed
by, the United States of America,

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

(1) Original proceeds, namely, net amounts
received by or for the Issuer as a result of the
sale of the Bond, excluding original proceeds
which.become transferred proceeds (determined in
accordance with applicable Regulations) of
obligations issued to refund in whole or in part
the Bond;

(i1) Investment proceeds, namely, amounts
received at any time by or for the Issuer, such
as interest and dividends, resulting from cthe
investmant of any original proceeds (as



referenced 1in clause (i) above) or investment
proceeds (as referenced in this clause (i1i))} in
Nonpurpose Investments, increased by any profits
and decreased (if nacessary, below zero) by any
losses on such investments, excluding {nvestment
proceeds which become transferred proceeds
(determined in accordance with applicable
Regulacions) of obligations issued to refund in
whole or in part the Bond:

(111) Transferred proceeds, namely, original
proceeds of any prior obligations, and interest
earnings and profits less lossas resulting from
investment of such original proceads in
Nonpurpose Investments, which are deemed to
become proceeds of the Bond ratably as original
proceeds of the Bond, and interest earnings and
profits rgsulting from investment of such
original proceeds in Nonpurpose Investments,
discharge the outstanding principal of such
prior obligations, all on the date of such
ratable discharge;

(iv) Sinking fund proceads, namely,
amounts, other  than original proceeds,
investment proceeds or transferrsd proceeds (as
referenced in clauses (1) through (ii1i) above)
of the Bond, which are held in any fund to the
extent that the Issuer reasonably expects to use
such other fund to pay Debt Service on the Bond;

(v) Amounts in the Reserve Fund and in any
other fund established as a reasonably required
reserve or replacement fund;

(vi) Investment Property pladged as
security for payment of Debt Sarvice on the Bond
by the Issuer;

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

(viii} Amounts received as a result of
investing amounts described in this definicion.

"Hereln" or "herein" means in this Bond Legislation.



"Investment Property" means any security (as said term is
defined in Section 165(g)(2)(A) or (B) of the Code), obligation,
annuity contract or investment-type property, excluding, however,

~obligations the interest on which 1s excluded from gross income,

under Section 103 of the Code, for federal income tax purposes other
than  specified private activity bonds as defined in
Section 57(a) (5)(C) of the Code.

“Issuer" or "District" means the Hardy County Public
Service District, in Hardy County, West Virginia, and includes the
Governing Body.

"Letter of Conditions" means the letter of conditions of
the Purchaser dated January 2], 1987, and all amendments thereto.

“Net Proceeds," when used with reference to the Boud,
means the face amcunt of the Bond, Plus accrued 1interest and
premium, 1if any, less original issue discount, if any, and less
proceeds dezposited in the Reserve Fund. For purposes of the Private
Buginess Use limitations set forth herein, the term Net Procaeds
includes any amounts resulting from the investment of proceeds of
the Bond, without regard to whether or not such investment is made
in tax-exempt obligations.

"Net Reverues" means the balance of the Gross Revenues
remaining after deduction only of Operating Expenses, as hereinaftar
defined.

"Nonpurpose Investment" means any Investment Property
which is acquired with the Gross Proceeds of the Bond and 1is not
acquired in order to carry out the governmental purpose of the Bond.

"Operating Expenses" means the current expenses, paid or
accrued, of operation and maintenance of the System and .its
facilitias, and includes, without limicing the generality of the
foregoing, insurance premiums, salaries, wages and administrative
expenses of the Lssuer relating and chargeable solely to the System,
the accumulation of appropriate resarves 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 recognizad accounting principles and
retention of a sum not to exceed 1/6th of the budgeted Operating
Expenses stated above for the current year as working capital, and
language herein requiring payment of Cperating Expenses means also
retention of not to excaed such sum as working capital provided that
all monthly amortization payments upon the Bond and into the Reserve
Fund and the Depreciation Reserve hava bezn made to the last mouthly
payment date prior to the date of such reteantion.




"Private Business Use" means use directly or indiresctly in
a trade or business carried on by a nacural person, including all
persons "related” to such person within the meaning of
~Section 144(a)(3) of the Code, or in any activity carried on by a
person other than a natural personm, including all persons "related"
to such person within the meaning of Section 144(a)(3) of the Code,
excluding, however, use by a state or local govermmental unit and
use as a member of the general public. All of the foraegoing shall
be determined 1in accordance with the Code, including, without
limfitation, giving due regard to "incidental use,”" 1f any, of the
proceeds of the 1issue and/or proceeds used for "qualified
improvements,"” 1f any. '

"Project” shall have the meaning stated in Section 1.028
abovae. - '

"Purchase Price," for the purpose of computation of the
Yield of the Bond, has the same meaning as the term "issue prica” in
Sections 1273(b) and 1274 of the Code, and, 1in general, means the
initial offering price of the Bond to the public (not including bond
houses and brokers, or similar persons or organizations acting in
the capacity of underwriters or wholesalers) at which price a
substantial amount of the Bond of each maturity are sold or, if the
Bond 1s privately placed, the price paid by the first buyer of the
Bond or the acquisition cost of the first buyer. "Purchase Price,”
for purposes of computing Yield of Nonpurpose Invastments, means the
fair market value of the Nonpurpose Investments on the date of use
of Gross Proceeds of the Bond for acquisition thsreof, or if later,
on the date that Investment Property constituting a Nonpurpose
Iavestment becomes a Nonpurpose Investment of the Bond.

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

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

(a) Government Obligations;

(b) Govermment Obligations which have been
strippad of their unmatured interest coupons,
interest coupons stripped from Govermment
Obligations, and receipts or certificates
evidencing payments from Government Obligations
or 1interest coupons stripped from Govarnment
Obligations;

(¢) Bonds, debenturss, notss or other
evidancas of indabtadnasa 1isauad by any of tha



following agencies: Banks for Cooperatives;
Federal Intermediate Credit Banks; Federal Home
Loan Bank System; Export-Import Bank of the
United States; Federal Land Banks; Govermment
National Mortgage Association; Tennessee Valley
Authority; or Washington Metropolitan Area
Tramsit Authority;

(d) Any bond, debenture, note,
participation certificate or other similar
obligacions issued by the Federal National
Mortgage Assoclation to the extent such
obligation i3 guaranteed by the Govermment
National Mortgage Association or issued by any
other federal agency and backed by the £full
faith and credit of the United States of
America;

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

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

(g) Repurchase agreements, fully sacured
by investments of the types described 1in
paragraphs (a) through (a) above, with banks or
national banking assoclations which are members
of FDIC or with governmment bond dealers
recognized as primary dealers by the Faderal
Reserve Bank of New York, provided, that said
investmentas securing said repurchase agreasments
either must mature as nearly as practicable
coincident with the maturity of sald repurchase
agreemsnts or must be replaced or increased so
that the markat value thereof is always at l=ast
equal to the principal amount of said rapurchasa




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 cthird
parties;

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

(1) Obligations of states or political
subdivisionas or agencies chereof, the 1interest
on which 1is excluded from gross income for
federal income tax purposes, and which are raced
at least "A"™ by Moody's Investors Service, Inc.
or Standard & Poor's Corporation.

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

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

"Revenues" or '"Gross Ravenues" means all rates, reats,
fees, charges or other income received by the Issuer, or accrued to
the Issuer, or any department, board, agency or I1nstrumentality
thereof in control of the management and operation of the Sysctem,
from the operation of the System, and all parts thereof, all as
caleculated in accordance with sound accounting practices.

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

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

"Sygtem" means the Project initially, and 1includes the
~complete waterworks system of tha Issuer and all waterworks
facilities owned by the Issuer and all facilities and other property
of every nature, real or personal, now or hereafter owned, held or
used in connection with the waterworks system, and shall also
include any and all additioms, extensions, improvements, propertcies



or other facilities at any time acquired or constructed for the
waterworks system after completion of the Project.

. "Tap Fees" means the fees, 1f any, paid by prospective
customers of the System in order to connect thereto.

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

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCT]_ZON_ OF THE PROJECT

Section 2.0l. Authorization of Acquisition and
Congtruction of cthe Project. There {ig hereby authorized the
acquisition and construction of the Project, at an estimated cost of
$1,033,000, in accordance with the plans and specifications which
have beean prepared by the Consulting Engineers, heretofore filed in
the office of the Governing Body. The proceeds of the Bond hereby
authorized shall be applied as provided in Article IV hereof.




ARTICLE III

AUTRORIZATION, TERMS, EXECUTLION,
REGISTRATION AND ISSUE OF BOND

Section 3.0l. Authorization of Bond. Subject and
pursuant to the provisions hereof, the Bond of the Issuer, to be
known as "Water Ravenue Bond, Series 1988," is hereby authorized to
be 1issued in the aggregate principal amount of not excaeding
$300,000 for the purpose of permanently financing a portion of the
Costs of tha Project.

Section 1.02. Description of Bond. The Bond shall be
inicially issued as a single Bond, No. R-l, only as a fully
registered Bond, and shall be datad the date of dalivery chereof.
The Bond shall bear intarest from date of delivery, payable monthly
at the rata of 51 per annum and shall be sold for the par value
thersof.

The Bond shall be subject to prepayment of scheduled
monthly installments, or any portion thereof, at the option of the
Isguer, and shall be payable as provided in the Bond form
hareinafter set forth.

Section 3.03. Negotiability, Ragistration, Transfer and
Exchange of Bond. Subject to the provisions for transfer of
ragliatration set forth below, the Bond shall be and have all the
qualities and incidents of a negotiable {nstrument under the Uniform
Commercial Code of tha State, but the Bond, and the rigzht to
principal of, and stated interest on, the Bond, may only be
transferred by transfer of tha registration therszof upon the books
required to be kapt pursuant to Section 3.04 herzof, by the party in
whosa name it 13 registered, in persorn or by attorney duly
authorized in writing, upon surrender of the Bond for cancellation,
accompaniad by delivery of a written instrument of transfer, duly
exscutad in a form acceptable to the Bond Registrar. No interest in
the Bond shall be transferable except by means of transfer of
registration of a Bond representing such interest and delivery of a
new Bond or Bonds in exchange therafor in accordance with this Bond
Legislation.

 Whenever the Bond shall be surrenderad for registratiom of
transfer, the Issusr shall exacuts and deliver a naw Bond or Bonds
in authorized denominations, for a like aggregate principal amount.
The Bond Registrar shall require the paymant by the Bondholder
requesting such transfer of any tax or other govermmental charge
required to be paid with respect to such transfer, but the Issuer
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shall pay any other expenées Incurred by tha Bond Regilstrar with
respect to such transfer,

. No registration of transfer of the Bond shall be permitted
to be made after the lich day next preceding any installment payment
dats on the Bond.

Section 3.04. Bond Registrar. The lssuer shall be the
Bond Registrar and will keep, or cause to be kapt by 1its agenc, at
its offica, sufficlent books for the ragistration and transfer of
the Bond, and, upon presentaction f£for such purpose, the Bond
Registrar shall, under such reasonabls regulations as it wmay
prescribe, register the Bond initially issued pursuant hereto and
register the transfer, or cause to be ragiatared by its agent, on
such books, the transfer of the Bond as hareinbefore provided.

The Bond Registrar shall acceapt the Bond for ragistration
or tranafer only 1f ownership thereof i3 to be registarad in the
name of the Goverrment, 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 fadaral employer
identification number of each corporation or partnership or the
social security numbars of the settlor and beneficiariea of each
trust and the federal employar identification number and data of
each trust and the name of the trustza of each trust and/or such
other identifying number and information as may be required by law.

Saction 3.03. Exascution of Bond. The Bound shall be
exscuted in the name of the Isguer by the .Chairman and its corporate
geal shall ba affixed tharsto and attestad by the Secrestary. In
case any ona or more of tha officers who shall have signed or szaled
the Bond shall ceasa to ba such officar of the Lssuer before the
Bond so sigred and sealad have been actually sold and delivered,
such Bond may uneverthsless be sold and delivered as herein provided
and may be issusd as if the person who signed or ssaled such Bond
had not caasad to hold such office. Any Bond may be signed and
sealad om behalf of the Isauer by such parson as at the actual time
of tha execution of such Bond shall hold the proper offica in the
Issuer, although at tha data of such Bond such person may not have
held such office or may not hava been so authorized.

Section 3.06., Bonds Mutilatad, Dastroysd, Stolem or Lost.
In case the Bond shall beccme mutilatad or be destroyed, stolen or
lost, the Issuer may in 1ics discretion issuve and daliver a new Bond
of likea tenor as the Bond so mutilatad, dastroyad, stolsan or lost,
in exchangs and substituzion for such mutilated Bond or in lizu of
and substitution for ths Bond destroyad, stclen or lost, and upon
tha holdar's furnishing tha Issuer proof of his ownarahip thareof
and complying with such othar reasonabls ragulatioas and conditions




as the TIssuer may require. The Bond so surrenderad shall ba
cancelled and held for the account of the Issuer. If the Bond shall
have matured or be about to mature, instead of issuling a substitute
-Bond tha Tlasuer may pay the same, and, if such Bond be destroyed,
stolen or lose, without surrender thereof.

Section 3.07. Bond Secured by Pledga of Net Revenues.
The payment of the debt service of the Bond shall be secured
forchwith by a first lien on the Net Revenues derived from the
System, in addition to the statutory mortgage lien on the  System
hereinafter provided for. The Net Revenues derived from the Systenm
in an amount sufficient co pay the principal of and interest on the
Bond, and to make the payments as hereinafter provided, are hareby
irrevocably pledged to the payment of the principal of and interest
on the Bond as the same become due. ,

Section 3.08. Form of Bond., Subject to the provisions
hereof, the text of the Bond and the other details chareof shall be
of aubstantially the following tenor, with such onmissions,
insertions and variations as may be authorized or permitced hereby
or any resolution adopted after the date of adoption hereof and
prior to the issuance thereof:




(FORM OF BOND)

URITED STATES OF AMERICA
STATE OF WEST VIRGINIA
HARDY COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1988

$300,000

No. R=l : Date:

FOR VALUE RECEIVED, HARDY COUNTY PUBLIC SERVICE DISTRICT
(herein called the "Issuer”) promises to pay to the order of the
United States of America, acting through the Farmers Home
Administration, United States Department of Agriculture (cthe
"Government"), or its registered assigns, at 1its National Finance
Office, St. Louis, Missourl, 63103, or at such other place as the
Govermment may hereafter designate in writing, the principal sum of
THREE HUNDRED . THOUSAND DOLLARS ($300,000), plus interest on the
unpaid principal balance at the rate of 5% per annum. The said
principal and interest shall be paid in_ the following installments
on the following dates: Monthly 1installments of interest omly,
commencing 30 days following the date of delivery of the Bond and
continuing on the corresponding day of each month for the first
24 months after the date hereof, and $1,473, covering principal and
interest, thereafter on said corresponding day of each month, except
that the final inatallment 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 the Issuer as
requested by the Issuer and approved by the Goverrment and interest
shall accrue on the amount of each advance from its actual date as
shown on the Racord of Advances attached herato 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 optlion of the Issuer.
Refunds and extra payments, as defined in the regulations of the
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Farmers Home Administration 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 ths Issuer to pay the remaining installments as
scheduled herein.

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

While this Bond is held by an insured lender, prepayments
as above authorized made by the Issuer may, at the optiou of the
Government, be remitted by the Govermment to the holder promptly or,
except for final payment, be retained by the Government and remitted
to the holder on either a calendar quarter basis or an annual
inscallment due date basis. The effective date of every payment
made by the Issuer, except payments retained and remitted by the
Govermment on an annual installment due date basis, shall be the
date of the Unitad States Treasury check by which the Government
remits the payment to the holder. The effactive date of any
prepayment retained and remitted by the Govermnment to the holder on
an annual installment due date basis shall be the date of the
prepayment by the Issuaer, and the Government will pay the interest
to which the holder 1s 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 Govermment for the
collection hereof or to preserve or protect any sacurity herefor, or
otherwise under the terms of any security or other instrument
executed in conneccion with the loan evidenced hersby, at the option
of the Govermment shall become a part of and bear interest at the
same rate as the principal of the debt evidanced hereby and be
immediately due and payabla by the Issuer to the Govermment without
demand. The Issuer agrees to use the loan evidancad hereby solely
for purposes authorizad by the Govermment.

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

This Bond 1is 1ssued to permanently finance a portion of
the costs of acquisition and construction of new waterworks
facilities of the 1Issuer, and this Bond, togasther with any
additional bonds ranking on a parity herewith which may ba issued
and outstanding for the purpose of providing funds for financing
costs of construction and acquisition of additions, extensions and
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improvements to the waterworks system (the "System") of the Issuer,
is payables solely from the revenues to be derived from the operation
of the System after there have been first paid from such revenuds
the reasonable current costs of operation and maintenance of the
System. This Bond does not in any manner constitute an indebtedness
of the Issuer within the meaning of any constitutional or atatutory
provision or limitation, nor shall the Issuer be obligated to pay
the same or the interest thereon except from the speclal fund so
provided.

Registration of cthis Bond 1s transferable by the
registered owner hereof in person or by his, her or its attorney
duly authorized in writing, at the office of the Issuer, as Bond
Registrar, but only in the manner, subject to the limitations and
upon payment of the charges, if any, provided in the herein defined
Bond Legislation, and upon surrender and cancellation of this Bond.
Upon such transfer a new Bond or Bonds, of authorized dencmination
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 ctransfer of registration hereof with the Bond
Registrar.

This Bond has been issued under and in full compliance
with the Constitution and stacutes of the State of West Virginia,
including, among others, Chapter 16, Article 13A, of the
West Virginia Code (herein called the "Act"), and with a resolution
of the Issuer duly adopted authorizing 1issuance of this Bond (the
"Bord Legislation™).

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

This Bond i3 given as evidence of a loan to the Issuer
made or insured by the Government pursuant to the Conscolidated
Farmers Home Rural Development Act. This Bond shall be subject to
the present regulations of the Farmers Home Administration and to
ies future regulations not inconsistent with the express provisions

hereof.
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IN WLITNESS WHEREOF, the HARDY COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be exacuted 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.

HARDY COUNTY PUBLIC SERVICE DISTRLCT
(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official)

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

Moorefield, West Virginia 26836
(City, State and Zip Code) '

ATTEST:

{Signature of Attesting Official)

Secretary, Public Service Board
(Title of Attesting Official)

19.



(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
Ly s (6) %
(2) (7 $
3) $ (8)
(4) s (9) _$
(5) s (10) %
TOTAL $

20.




[Form of Assignment]
ASSIGNMENT

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

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

Dated: ' .

In the prssence of:
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ARTICLE IV

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

Section 4.0l., Establighment of Funds and Accounts with
Depogitory Bank. The following special funds or accounts are
created and established 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;

(2) Project Construction Account;
(3) Depreciacion Resérve;

(4) Reserve Fund;

(5) Earnings Fund; and

(6) Rebate Fund.

: Section 4.02. Bond Procesds: Project Construction
Account. The proceeds of the Bond shall be deposited in the Project
Construction Account. The moneys 1in -the Project Construction
Account in excess of the amount insured by FDIC shall be secured at
all times by such bank by securities or in a manner lawful for the
securing of deposits of State and municipal funds wunder
West Virginia law. Moneys in the Project Comstruction Account shall
be expended by the Issuer solely for the purposes provided herein.

Amounts in the Project Construction Account shall be
disbursed for Costs of the Project upon filing 1in the official
Tecords pertaining to such account of a certificate of the Issuer
describing such disbursement, setting forth the portion, if any, of
the Net Proceeds of the Bond to be used for a Private Business Use
or to make or finance a loan (other than a loan comstitucting a
Nonpurpose Investment) to other than a state or local govermmental
unit and certifying cthat there has been compliance with the
Provisions of Section 5.12 hereof relating to the Private Business
Use limitation and the private loan limitation. Investment earnings
and profits on Gross Proceeds of the Bond 1in the Project
Construction Account shall be transferrsd to the Earnings Fund upon
receipt thereof as provided in Section 4.04 hereof. Amounts, 1f
any, rtemaining in the Projact Construction Account sghall, upon
recelpt from the Issuer of a certificate certifying that no further
amounts are required to be disbursed for costs and expenses of the
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Project, be invested at a Yia2ld not in excess of the Yield of the
Bond and shall be transferred and used for redemption of the Bond
(or a portion thereof) on the intesrest payment date next succeeding
and the Project Construction Account shall be closed.

Until completion of acquisition and construction of the
Project, the 1Issuer 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 Bond if there are not sufficient Net
Revenues to make such monthly payment.

Pending application as provided in this Section 4.02,
money and funds in the Project Construction Account shall be
invested and reinvested at the direction of the Issuer, to the
extent possible in accordance with applicable law, 1in Qualified
Investments, subject, however, to the provisions of Section 4.04 and
Section 5.11 hereof.

Section 4.03. Covenants of the Issuer as to System
Revenues and Funds. So long as the Bond shall be outstanding and
unpaid, or until there shall have been set apart in the Reserve
Fund, a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Bond remaining unpaid,
together wich 1interest accrued to the date of such payment, the

Lasuer further covenants with the holder of the Bond 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 Issuar in the Revenua Fund. The Revenue Fund shall

-constitute a trust fund for the purposes provided herein
and shall be kept separate and distinct from all other
funds of the Issuer and the Depository Bank and used only
for the purposes and in the manner provided herein.

(B) DISPOSITION OF REVENUES. All Revenues at any
time on deposit in the Revenue Fund shall be disposed of
only in the following order and priority, subject to the
provisions of Section 4.04 hereof:

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

(i1) The Issuer shall next, on or before
the due date of payment of each installment on
the Bond, transfer from the Revenue Fund and
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remit to the National Finance Office dassignated
in the Bond (or such other place as may be
provided pursuant to the Bond) the amount
required to pay the interest on the Bond, and to
amortize the prineipal of the Bond over the life
of the Bond issue, :

(111) The 1Issuer shall also, on each date
that payment 1is made as set forth in (ii) above,
transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Reserve Fund,
1/12th of 1/10th of the amount, as of the data
of calculation, equal to the maximum amount of
principal and interest which will become due on
the Bond in any year, but in no event to exceed
102 of the proceeds of the Bond, until the
amount 1in the Reserve Fund equals such maximum
amount (the "Minimum Reserve"). After the
Minimum Researve has been accumulated in the
Reserve Fund, the Issuer shall monthly deposit
into the Reserve Fund such part of the moneys
temaining 1in the Revenue Fund, aftar such
provision for payment of monthly installments on
the Bond and for payment of Operating Expenses
of the System, as shall be required to maintain
the Minimum Reserve in the Reserve Fund. Moneys
in the Reserve Fund not required to be
transferred to the FEarnings Fund pursuant to
Section 4.04 hereof shall be used solely to make
up any deficiency for monthly payments of the
principal of and interest on the Bond to said
National ©Finance Office (or other place
provided) as the same shall become due or for
prepayment of installments oa the Bond, or for
mandatory prepayment of the Bond as hereinafter
provided, and for no other purpose.

(iv) The Issuer shall next, on each date
that payments are made as set forth in ({i)
above, transfer from the Revenue Fund and
deposit in the Depreciation Reserve, the moneys
remaining in the Revenue Fund and not permitted
to be retainsd therein, until there has been
accumulated in the Depreciation Reserve the
aggregate sum of $51,650, and thereaftar such
sums as shall be required to maintain such
amount tharein, Moneys 1in the Depraciation
Reserve, othar than any sum or sums required to
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be transferred to the Earnings Fund, shall be
used first to make up any deficiencies for
monthly payments of principal of and incerest on
the Bond as the same become due, and next to
restore to the Reserve Fund any sum or sums
transferred therefrom other than pursuant to
Section 4,04 hereof. Thereafter, and provided
that payments into the Reserve Fund are current
and in accordance with the foregoing provisions,
moneys in the Depreciation Reserve, other than
any sum or sums required to be transferred to
the Earnings Fund, may be withdrawn by the
Issuer and used for extraordinary repairs and
for replacements of equipment and improvements
for the System, or any part thereof.

(v) After all the foregoing provisions for
use of moneys in the Revenue Fund have been
fully complied with, moneys remaining therein
and not required to be retained therein, if any
(""Surplus Revenues"), may be used to prepay
installments of the Bond or for any lawful

purpose.

Whenever the moneys in the Reserve Fund (other than
moneys required to be transferred to the Earnings Fund
pursuant to Section 4.04 hereof) shall be sufficient to
prepay the Bond in full, it shall be the mandatory duty of
the Issuer, anything to the contrary herein
notwithstanding, to prepay the Bond at the earliest
practical date and in accordance with ~applicable
provisions hereof.

The Depository Bank 1s hereby designated as the
Fiscal Agent for the administration of the Reserve Fund,
the Depreciation Reserve, the Earnings Fund and the Rebate
Fund herein provided, and all amounts required for che
Reserve Fund and Depreciation Reserve will be deposited
therein by the Issuer upon transfers of funds from the
Revenue Fund at the times provided herein, together with
written advice stating the amount remitted for deposit
into each such fund.

All the funds set forth in this Section, except with
respect to the Rebate Fund and Excess Investment Earnings
in the Earmings Fund, which shall be held for rebate to
the United States free from any such lien or trust, shall
constitute trust funds and shall be used only for che
purposes and in the order provided herein, and until so
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used, the Purchaser shall have a lien thereon (other than
such Excess Investment Earnings in the Earaings Fund and
the Rebate Fund as aforesaid) for further securing payment
of the Bond and the interest thereon, but the Depository
Bank shall not be a trustee as to such funds or the Rebate
Fund. It is to be understood that all funds in the Rebate
Fund shall be held free and clear of any such lien or
trust and shall only be used for the purposes set forth in
this Bond Legislation notwithstanding anything else herein
to the contrary.

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,

The Depository Bank, at the diracticn of the

Issuer, shall keep the moneys in the Raserve Fund, the
Depreciation Reserve, the Earnings Fund and the Rebate
Fund 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,
subject to the provisions of Sections 4.04 and” 5.11
hereof, except that moneys held in the Earnings Fund and
Rebate Fund shall only be 1invested 1in Government
Obligations. Investments in any fund or account under
this Bond Legislation shall, unless otherwise provided
herein or required by law, bea valued at the lower of cost
or the then current market value, or at the redemption
price thereof 1if then redeemable at the option of the
holder, 1including value of accrued interest and giving
effect to the amortization of discount, or at par if such
investment is hald by the "consolidated fund" managad by
the West Virginia State Board of Investments. Any
inveatment shall be held in and at all times deemed a part
of the fund or account in which such moneys were
originally held, and interest accruing thereon and any
profit or loss realized from such investment shall be
credited or 'charged to the appropriate fund, except to the
extent otherwise provided in Saction 4,04 hereof.

(C) CHANGE QF DEPOSITORY BANK AND FISCAL AGENT. The
- Issuer may designate another bank insured by FDIC as
Depository Bank and Fiscal Azent if the aforesaid bank
should cease for any reason to ssrve or if the Governing
Body determines by resclution cthat said bank or its
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successor should no longer serve as Depository Bank. Upon
any such change, the Governing Body will cause notics of
the change to be sent by registered or certified mail to
the Purchaser.

(D) USER CONTRACTS. The Issuer shall, prier to
delivery of the Bond, provide evidence that there will be
at least 154 bona fide users upon the System on completiom
of the Project, in full compliance with the requirements
and conditions of the Purchaser.

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

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

(G} REMITTANCES. All remittances made by the Issuer
to the Depository Bank shall clearly identify the fund or
account into which each amount 1s to be deposited.

(H) GROSS REVENUES. The Gross Revenues of the
System shall only be usad for purposes of the System.

Section 4.04. Rebate of Excess Investment Earnings to the
United Stateas. A, EARNINGS AND REBATE FUNDS. All interest
earnings and profits on amounts in all funds and accounts provided
for and/or established under this Bond Legislation, other than
(1) interest earnings and profits on any funds referenced in
Subsection C(5) of this Section 1f such earnings in any Bond Year
are less than $100,000, except for interest earnings and profits on
the Earnings Fund, which shall be retained therein until applied as
herein set forth, (ii) interest earnings and profits on amounts in
funds and accounts which do not constitute Gross Proceeds, and
(111) interest earnings and profits om the Rebate Fund shall, upon
receipt by the Depository Bank, be deposited in the Earmings Fund.
In addition, all interest earnings and profits on Gross Proceeds in
funds and accounts held by the Issuer or otherwise shall, upen
receipt, be paid to the Depository Bank for daposit in the Earnings
Fund. Annually, on or before the 30th day following the end of each
Bond Year or on the praceding business day in the event cthat such
last day is not a business day, che Depository Bank shall transfer
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from the Earnings Fund to the Rebate Fund for purposes of ultimate
payment to the United States an amount equal to Excess Investment
Earnings, all as more particularly described in chis Section.
Following the transfer referenced in the preceding sentence, the
Depository Bank shall transfer all amounts remaining in the Earnings
Fund to be used for the payment of Debt Service on the next interest
payment date and for such purpose, Debt Service due from the Issuer
on such date shall be credited by an amount equal to the amount so
transferred; provided that, if the Bond shall have bean previously
paid in full, such amounts remaining on deposit in the Earnings Fund
shall be paid to the Issuer and used for any lawful purpose of the
Issuer.

B. DUTIES OF ISSUER IN GENERAL. The Issuer shall
calculate Excess Investment Earnings in accordance with Subsection C
and shall assure payment of an amount equal to Excess Investment
Earnings to the United States in accordance with Subsactions D and
E. ‘-

c. CALCULATION OF EXCESS INVESTMENT EARNINGS. Within
30 days following the last day of the first Bond Year, the Issuer
shall calculate, and shall provide written notice to the Purchaser
and Depository Bank of, the Excess Investment Earnings referenced in
clause (A) of cthe definition of Excess Investment Earnings.
Thereafter, within 30 days following the last day of each Bond Year
and within 30 days following the date of the retirement of the Bond,
the Issuer shall calculate, and shall provide written notice to the
Purchaser and Depository Bank of, the amount of Excess Investaent
Earnings. Sald calculations shall be made or caused to be made by
the Issuer in accordance with the following:

(1) Exzcept as provided in (2), in determining the
amount described in clause A(1) of the definition of
Excess Investment Earnings, the aggregate amount 2arned on
Nompurpose Investments shall include (1) all incoma
realized under federal income tax accounting principles
(whether or not the person earning such income Is subject
to fedaral income tax) with respect to such Nonpurpose
Investments and with respect to the reinvestment of
investment recaipts from such Nonpurpose Investments
(without regard to the transaction costs incurred in
acquiring, carrying, selling or redesming such Nonpurpose
Investmants), including, but not limited to, gain or loss
realized on the disposition of such Nonpurpose Investments
(without regard to when such gains are takesn inte account
under Section 453 of the Code relating to taxable year of
ineclusion of gross income), and income under Section 1272
of the Code (relating to original issue discount) and
(14) any unrealized gain or loss as of the date of
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retirement of the Bond in the event that any Nonpurpose
Investment is retained after such date.

(2) 1In determining the amcunt  described in
clause (A) of the definition of Excess Investment
Earnings, Investment Property shall be treated as acquired
for its fair market value at the time it becomes a
Nonpurpose Investment, so that gain or loss on the
disposition of such Investment Property shall be computed
with reference to such fair market value as its adjusted
basis.

(3) In determining the amount described 1in
clause (A)(1i) of the definition of Excess Investment
Earnings, the Yield on the Bond shall be determined based
on the actual Yield of the Bond during the period between
the Closing Date of the Bond and the date the computation
is made (with adjustments for original issue discount or
premium).

(4) In determining the amount described in
clause (B) of the definition of Excess Investment
Earnings, all income attributable to the excess described
in clause (A) of said definicion must be takan {into
account, whether or not that income exceeds the Yield of
the Bond, and no amount may be treated as "negative
arbitrage."

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

D. PAYMENT TO THE UNITED STATES. The Issuer shall
direct the Depository Bank to pay from the Rebate Fund an amount
equal to Excess Investment Earnings to the United States in
installments with the first payment to be made not later than
30 days after the end of the 5th Bond Year and with subsequent
payments to be made not later than 5 years after the preceding
payment was due. The Issuer shall assure that each such installment
is in an amount equal to at least 907 of the Excess Investment
Earnings with respect to thes Gross Proceeds as of tha close of the
computacion period. Not later than 60 days after the retirement of
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the Bond, the Issuer shall direct the Depository Bank to pay from
the Rebate Fund to the United States 100Z of the theretofore unpaid
Excess Investment Earnings in the Rebate Fund. In the event that -
there are any amounts remaining in the Rebate Fund following the
payment required by the praceding sentence, the Depository Bank
shall pay said amounts to the Issuer to be usaed for any lawful
purpose of the Issuer. The Issuer shall remit payments to the
United States at the address prescribed by the Ragulations as the
same may be in time to time in effect with such reports and
statements as may be prescribed by such Regulations. 1In the event
that, for any reason, amounts in the Rebate Fund are insufficient to
make the payments to the United States which are required by this
Subseccion D, the Issuer shall assure that such payments are made by
the Issuer to the United States, on a timely basis, from any funds
‘lawfully available therefor.

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

F. MAINTENANCE OF RECORDS. The Issuer shall keep, and
recain for a period of 6 years following the retirement of the Bond,
records of the determinations made pursuant to chis Section 4.04.

G.  INDEPENDENT CONSULTANTS. In order to provide for the
administration of this Section 4.04, the Issuer and the Depository
Bank (at the expense of the Issuer) may provide for the employment
of independent attormeys, accountants and consultants compensated on
such reagonable basis as the Issuer or the Depository Bank may deem
appropriace,

H. FURTHER AGREEMENT. Notwithstanding the foregoing,
the Igssuer further covenants to comply with all Regulations from
time to time iIn effect and applicable to the Bond, as may be
necessary in order to fully comply with Section L48(f) of the Code,
even 1f such actions may be contrary to any provision of this
Section 4,04. Additionally, in tha event of a failure to pay to the
United States any amount required under Section l48(f) of the Code,
the Issuer will pay to the Unitad States a penalty in an amount
- equal to the sum of 507 of the amcunt not paid, plus interest at the
Tequired rate on the portion of the amount which was not paid on the
required date, beginninzg on such data, unless waivad.
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Bond
shall be outstanding and unpaid, or until there shall have been set
apart in the Reserve Fund (other than sums requirad to be
transferred to the Earnings Fund) a sum sufficient to prepay the
entire principal of the Bond remaining unpaid, together with
interest ‘accrued and to accrue thereon to the date of prepayment,
and as long after either of the foregoing as is necessary to assure
the exclusion of interest on the Bond from gross income for federal
income tax purposes, the covenants and agreements contained herein
shall be and constitute valid and legally binding covenants between
the Issuer and the Purchaser. '

Section 5.02. Rates, The Igsuer will, in the wmanner
provided in the Act, fix and collect such rates, fees or other
charges for the services and facilities of the System, and revige
the same from time to time whenever nacessary, as will always
provide Revenues 1in each Fiscal Year sufficient to produce Net
Revenues equal to not less than 110% of the annual debt service on
the Bond, and sufficient to make the payments required to be made
into the Reserve Fund and Depreciation Reserve and all the necessary
expenses of operating and maintaining the System during such Fisecal
Year, and such rates, fees and other charges shall not be reduced so
as to be insufficient to provide adequata Revenues for such
purposes.,

Section 5,03. Sale of the System. The System will not be
sold without the prior written consent of the Purchaser so long as
the Bond is outstanding. Such consent will provide for dispesition
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 the Ravenues of the System or any part thereof shall be issued
after the issuance of the Bond pursuant hereto except with the prior
written consent of the Purchaser.

Section'5.05. Insurance and Bonds. The Issuer hereby
covenants and agrees that it will, as an expense of construction,
operation and maintenance of the System, procure, carry and
maintain, so long as the Bond remains outstanding, insurance with a
reputable insurance carrier or carriers covering the following risks
and in the following amounts:
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{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 in an
amount equal to the full iInsyrable value
thereof. In the event of any damage to or
destruction of any portion of the System, the
Lssuer will promptly arrange for the application
of the insurance proceeds for the repair or
reconstruction of such damaged or destroyed
portion. The 1Issuer will itself, or will
require each contractor and subcontractor to,
obtain and maintain builder's risk insurance to
protect the 1interests 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 Iasuer from claims for bodily injury
and/or death, and not less than $200,000 to
protect the Issuer from claims for damage to
property of others which may arise from the
operation of the System, such insurance to be
procured not later than the date of delivery of
the Bond.

(¢) 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 1s operated at any time or times for the
benefit of the Issuer, with limits of not less
than $500,000 for ona 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 Lssuer
from claims for damage to property of others
which mdy 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' Compsnsation Coverage for all
Employees of the District Eligible Therafor and
Performance and Payment Bonds, such bonds to be
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in the amounts of 100Z of the construction
contract, will be required of each prime
contractor, and such payment bonds will be filed
with the Clerk of the County Commission of said
County prior to commencement of construction of
the Project in compliance with Wesrt Virginia
Code Section 38-2-39, Workers' compensation
insurance will be maintained as required by law.

{(e) Fidelity Bonds will be provided as to
every member of the Governing Body and as to
every officer and employee cthereof having
custody of the Revenue Fund or of any revenues
or other funds of the Issuer in an amount ar
least equal to the total funds in the custody of
any such person at any one time, and initially
in the amount of $50,000 upon the Secretary,
provided, however, that no bond shall be
required insofar as custody of the Project
Construction Account 1s concerned so long as
checks thereon require the signature of a
representative of the Purchaser.

(f} Provided, however, and in lieu of and
notwithstanding the foregoing provisions of this
Section, during construction of the Project and
so long as the Bond 1is outstanding, the Issuer
will carry d{nsurance and bonds or cause
insurance and bonds to be carried for the
protection of the 1Issuer, and during such
construction will require each contractor and
subcontractor to carry insurance, of such types
and in such amounts as the Purchaser may
specify, with insurance carriers or bonding
companies acceptable to the Purchaser.

Section 5.06. Fiscal Yeaar; Budget. While the Eond is
outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operated and maintained on a Fiscal Year basis
commencing on July 1 of each year and ending on the following
June 30, which period shall also constitute the budgst year for the
operation and maintenance of the System.
pricr to the beginning of each Fiscal Year,
adopt the Annual Budget for the ensuing year, and nc 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
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Coples of each Annual Budget shall be deliveraed to the Purchaser by
the beginning of each Fiscal Year.

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

Section 5.07. Covenant to Proceed and Complete. The
Issuer hereby covenants to proceed as promptly as possible with the
acquisition and construction of the Project to completion thereof in
accordance with the plans and specifications prepared by the
Consulting Engineer and on file with the Governing Body on the date
of adoption hereof, subject to permitted changes.

Section 5.08. 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 Isauer, 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 Isasuer ralating 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
further covenants to comply with the Act with respect to such books,
records and accounts,

Section 5,09, Maintenance of System. The Issuer
covenants that it will continuocusly operate, in an economical and
efficient manner, and maintain the System as a revenue-producing
utility as herein provided so long as the Bond is outstanding.

Section 5.10. No Competition. To the extent legally
allowable, the Issuer will not permit competition with the System
within its boundaries or within the taerritory served by it and will
not grant or <¢ause, consent to or allow the granting of any
franchise, permit or other authorization for aay person, firm,
corporation, public or privace body, ageney or instrumentality
whatscaver to provide any of tha sarvices gupplizad by the System
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within the boundaries of the Issuer or within the territory served
by the System.

Section 5.11. Arbitrage. The Issuer shall not take, or
permit or suffer to be taken, any action with respect to the Gross
Proceeds of the Bond which would cause the Bond to be an "arbitrage
bond"” within the wmeaning of Section 148 of the Code and Regulations
prouulgated thereunder.

Section 5.12. Tax Covenants. The Issuer hereby further
covenants and agrees as follows: ’

A. PRIVATE BUSINESS USE LIMITATION. The Issuer shall
assure that (i) not in excess of 10X of the Net Proceeds of the Bond
are used for Private Business Use if, in addition, the payment of
more than 10Z of the principal or 10% of the interest due on the
Bond during the term thereof 1is, under the terms of the Bond or any
underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for a Private Business Use
or in payments in respect of property used or to be used for a
Private Business Use or is to be derived from payments, whether or
not to the Issuer, in respect of property or borrowed money used or
to be used for a Private Business Use; and ({1) and that, in the
event that both (A) in excess of 51 of the Net Proceeds of the Bond
are used for a Private Business Use, and (B) an amount in excess of
5% of the principal or 5% of the interest due on the Bond during the
term thereof 1is, under the terms of the Bond or any underlying
arrangement, directly or indirectly, secured by any interest in
property used or to be used for said Private Business Use or in
pPayments in respect of property used or to be used for said Private
Business Use or 1is to be derived from payments, whether or not to
the Issuer, in respect of property or borrowed money used or to be
ugsed for said Private Business Use, then said excess over said 5% of
Net Proceeds of the Bond used for a Private Business Use shall be
used for a Private Business Use related to the governmental use of
the Project, or if the Bond is for the purpose of financing more
than one project, a portion of the Project, and shall not exceed the
proceeds used for the govermmental use of thea portion of the Project
to which such Private Business Use is related. All of the foregoing
shall be detarmined in accordance with the Code.

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

C. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not
take any action or permit or suffer any action to ba taken 1f the

35.



B

result of the same would be to cause the Bond to be "federally
guaranteed" within the meaning of Section 149(b) of the Code and
Regulations promulgated theresunder.

‘ D. INFORMATION RETURN, The Issuer will timely file all
statements, instruments and raturnsg necessary to assure the
exemption from taxation of the interest on the Bond, including
without limication, the information return required wunder
Section 149(e) of the Code.

E. FURTHER ACTIONS. The Issuer will take all actions
that may be required of it so that the interest on the Bond will be
and remain excluded from gross income for- federal 4income tax
purposes, and will not take any actions or fail to take any actions
the result of which would adversely affect such exclusion.

Section 5.13. Statutory Morcgage. For the further
protection of the holder of the Bond, a statutory mortgage lien upon
the System i1s granted and created by the Act, which statutory
mortgage lien 1s hereby recognized and declared to be valid and
binding and shall take effect immediately upon the delivery of the
Bond.

Section S5.l4. Events of Default., Each of the following
events 18 hereby declared an "Event of Default™:

(A) Fallure to make payment of any monthly
amortization 1installment upon the Beond at the date
specified for payment thereof;

(B) Failure duly and punctually to observe or
perform any of the covenants, conditions and agreements on
the part of the Issuer contained in the Bond or herain, or
violation of or failure to observe any provision of any
pertinent law.

Section 5.15. 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 1its righta by an
appropriate action in any court of competent jurisdiction, eilther
for the sgpecific performance of any covenant oOr agreement, OT
execution of any ‘power, or for the enforcement of any proper legal
or equitable remedy as shall be desmed most effectual to protect and
enforee 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 racesiver so appointed shall administer
the System on behalf of the Issuer, shall exarcisa all the rights
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and powers of the Issuer with respect to the System, shall proceed
under the direction of the court to obtain authorization to increase
rates and charges of the System, and shall have the power to collect
and receive all revenues and apply the same in such manner as the
court may direct.

Section 5.16. 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 che Governing Body
in excess of the amount permitted by the Act. Payment of any
compensation to any such member for policy direction shall not be
made L{f such payment would cause the Net Revenues to fall below the
amount required to meet all payments provided for herein, nor when
there is default in the performance of or compliance with any
covenant or provision hereof. :
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ARTICLE VI

RATES, ETC.

Section 6.0l. Initial Schedule of Rates and Charges;
Rules. A. The initial schedule of rates and charges for the
services and facilities of the Sysctem, 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.

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

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

D. The Issuer, to the extent permitted by law, will not
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.

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

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

the System.
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ARTICLE VII

MISCELLANEQUS

Section 7.0l. Defeasance of Bond. If the Issuer shall
P8y or cause.to be paid, or there shall otherwise be paid, to the
Holder of the Bond, the principal of and interest due or to become
due thereon, at the times and in the manner stipulated therein and
in this Bond Legislation, then with respect to the Bond, the pledge
of Net Revenues and other moneys and securities pledged under this
Bond Legislation and all covenants, agreements and other obligations
of the Issuer to the Registered Owner of the Bond, except as may
otherwise be necessary to assure the exclusion of interest om the
Bond from gross income for federal income tax purposes, 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 comsent of the Purchaser, except that no
consent from the Purchaser shall be required to maks such additioms,
deletions or modifications as may be nacessary to assure compliance
with Section 148(f) of the Code relating to required rebate of
Excess Investment Earnings to the United States or otherwise as may
be necessary to assure the exemption from federal income taxation of
interast on the Bond.

Section 7.03. Delivery of Bond No. R-1. The Chairman,
Treasurer and Secretary of the Governing Body are hereby authorized
and directed to cause Bond No. R-1, hereby awarded to the Purchaser
pursuant to prior agreement, to be delivered to the Purchaser as
soon ag the Purchaser will accept such delivery.

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

Section 7.05. Conflicting Provisions Repealed. All
orders or resolutions, or parts thereof, in conflict with the
provisions hereof are, to the extent of such conflict, hereby
repealed; provided that this Section shall not be applicable to the
Loan Resolution (Form FmHA 442-47).
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Section 7.06. Table of Contents and Headings. The Table
of Contents and headings of the articles, sections and subsections
hereof are for convenience only and shall neither control nor affect
in any way the meaning or construction of any of the provisions
hereof.

Section 7.07. Covenant of Due Procedure, Etc. The Issuer
covenants that all acts, conditions, things and procedures required
to exist, to happen, to be performed or to be taken precedent to and
in cthe 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 applicable thereto; and that the Chairman,
Secretary and members of the Governing Body were at all times when
any actions in connection with this Resolution occurred and are duly
in office and duly qualified for such office.

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

Adopted: October 19, 1988

Chairman '5 g

Member

10/18/88
HARD2-A
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HARDY COUNTY PUBLIC SERVICE DISTRICT

AMENDATORY RESOLUTION

RESOLUTION AMENDING THE RESOLUTION OF HARDY COUNTY PUBLIC
SERVICE DISTRICT ENTITLED:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION QF PUBLIC SERVICE PROPERTIES OF HARDY
COUNTY PUBLIC SERVICE DISTRICT CONSTITUTING
WATERWORKS FACILITIES AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN $300,000
IN AGGREGATE PRINCIPAL AMOUNT OF VATER REVENUE
BOND, SERIES 1988; DEFINING AND PRESCRIBING THE
TERMS AND PROVISIONS OF THE BOND; PROVIDING
GENERALLY FOR THE RIGHTS AND REMEDIES AND SECURITY
OF THE HOLDERS OF THE BOND: AND ADOPTING OTHER
PROVISIONS RELATING THERETO '

TO MAKE CERTAIN ADDITIONS, DELETIONS AND MODIFICATIONS
NECESSARY TO ASSURE COMPLIANCE WITH SECTION l48(£) OF THE INTERNAL
REVENUE CODE OF 1986, AS AMENDED, RELATING TO THE REQUIRED REBATE OF
EXCESS INVESTMENT EARNINGS TO THE UNITED STATES AND OTHERWISE
NECESSARY TO ASSURE THE EXEMPTION FROM FEDERAL INCOME TAXATION OF
INTEREST ON THE WATER REVENUE BOND, SERIES 1983, OF HARDY COUNTY
PUBLIC SERVICE DISTRICT AND CERTAIN OTHER MATTERS IN CONNECTION
THEREWITH

WHEREAS, the public service board (the "Governing Body”) of
HARDY COUNTY PUBLIC SERVICE DISTRICT (the ~Issuer”) duly and
officially adopted a resolution effective October 19, 1988 (the "Bond
Resolution”), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF PUBLIC SERVICE PROPERTIES OF HARDY
COUNTY PUBLIC SERVICE DISTRICT CONSTITUTING
WATERWORKS FACILITIES AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN $300,00Q
IN AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BOND, SERIES 1983; DEFINING AND PRESCRIBING THE
TERMS AND PROVISIONS OF THE BOND; PROVIDING
GENERALLY FOR THE RIGHTS AND REMEDIES AND SECURITY
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OF THE HOLDERS OF THE BOND; AND ADOPTING OTHER
PROVISIONS RELATING THERETO

. WHEREAS, the Bond Resolution pProvides for the i{ssuance of
the Water Revenue Bond, Series 1988, of the Issuer (the “Bond”), {n

an aggregate principal amount of not to exceed $300,000, all {n

accordance with West Virginia Code, Chapter 16, Article 13A (the

"Act”); and in tha Bond Resolucion, it is provided thact the Bond
Resolucion would be modified and/or amended to make such additions,

deletions or modifications as may ba nacessary to assure compliance
with Section 148(f) of the Internal Revenus Code of 1986, ag amended
(the ~“Code”), relacing to the required rebate of excess investment
earnings to the United States or octherwiss as may be necessary rco
assure the exemption from federal income taxation of interest on the
Bond, which amendments and/or mod{fications are authorizad wichout the
consent of the United Scates Department of Agriculture, Farmers Home
Administracion (the “Purchaser”);

WHEREAS, the Bond 1is proposed to be purchased by cthe
Purchaser, and certain changes in the Code have baen enacted and
certain changes in the regulations under the Code are conteaplated or
have been promulgated, all of which apply, in whole or part, to the
Bond;

WHEREAS, the Governing Body deesms it assential, necessary
and desirable that this amendatory resolution (the "Amendatory
Resolution®) be adopted and the Bond Resolution be amended and
modified hereby, and that certain deletions be made therefrom, to
assure compliance with Section 148(£) of the Code relating to required
rebata of excess investment earnings to the United Sates and to assure
the exemption from faderal income taxation of interest on the Bond:

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY oF
HARDY COUNTY PUBLIC SERVICE DISTRICT: :

. Pursuant to the Bond Resolution, the Act and
other applicable provisions of law, this Amendatory Resolution is
adopted.

section 2. The definicions of the terms ~Gross
Proceeds,” "Investment Property” and "Regulations” in Section 1.04 of
the Bond Resolucion are hereby amendad to read as follows, with che
deleted language struck out and the new language underlined:
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"Gross Proceeds,” except as otherwise

gvide n the Regulationy, means the sum of the
following amounts:

(1) Original Proceeds, namely, net amounts
received by or for the Issuer as a result of the
sale of the Bond, excluding original proceeds
which become transferrad proceeds (determined in
- accordance with applicable Regulations) of
obligations issued to refund in whole or in part
the Bond;

(11) Investment Proceeds, namely, amounts
recaived at any time by or for the Issuer, such
as interest and dividends, resulcing from the
investment of any original proceeds (as refarenced
in clause (i) abave) or investment proceeds (as
raferenced in this clause (11)) in Nonpurpose
Investments, increased by any profits and
decreased (if necessary, below zero) by any losses
on such investments, excluding investment proceeds
which become transferred proceeds (determined in
accordance with applicable Regulations) of
obligations issued to refund in whole or in part
the Bond;

(111) Transfarred proceads, nazely, original
Proceeds of any prior obligations, and interest
esarnings and profits less lossas resulting from
Investment of such original proceeds {n Nonpurpose
Investments, which are daemad to become proceeda
of the Bond ratably as original proceeds of the
Bond, and intarast earnings and profits resulting
from investment of such original proceads in
Nonpurpose Investments, discharge the cutstanding
principal of such prior obligations, all on the
data of such ratable discharga;

(Iv) Sinking fund proceads of ctha Bond,
namely, amounts, other than original proceeds,
investment procesds or transferred proceeds (as
referenced i{n clauses (i) through (1{ii) above) of
tha Bond, which ars held in any fund to tha extent
that the Issuar reasonably expacts to usa such
eehes fund to pay Debt Servica on the Bond;



(v) Amounts in the Reserve Fund and inrany
other fund established as 4 Teasonably required
reserve or replacement fund*_gigh_xgigggs_gg_ggg

Bond;

(vi) Investment Property Pledged as securicy
for payment of Debt Servica on the Bond by che
Issuer;

(vii) Amounts, other than ag specified {n this
definition, used to pay Debt Service an the Bond;
and

(viii) Amounts received a3 a result of
lnvesting amounts described {np this definitiong

and
(ix) M%wi
ds und od d e .
set einbefora t d o GCro
Broceeds. '

"Investment Property” means any security (as
sald term is defined in Section 165(g) (2)(A) or
(B) of the Code), obligacion, annuity contract ee,

' investment-type Property gor resident{al rental -
g;gge;gx fg: fgﬂilz gnj,gg wh’,gh 1; nee lgcg;gg

W d u d w
a u derad
a v a » excluding,

however, obligations the interest on which 1is
excluded from gross income, under Section 103 of
the Code, for federal income tax purposes other
than specified privata activicy bonds as defined
In Section 57(a)(5)(C) of the Code.

"Regulations” means Ceamporary and permanent

regulations promulgated under the Code, applicabls
a Bo om_time to .

t . The twelfth paragraphs of the Bond and the
Bond form set forth in the Bond Resolution ars hereby amended to read
as follows, with the new languags underlined:

This Bond has beean issued under and in full
compliance with the Constitution and statutes of
the Scate of West Virginia, including, among

4,




others, Chapter 16, Article 134, of the
West Virginia Code (herein called the "Act"), and
with a resolution of the Issuer duly adopted

authorizing {ssuance of this Bond esolu
amendatory thereof ‘{ggllgggivelz, the “Bond
Legislazion”),

on 4 The first jentence of Section 4.02 of the

Bond Resolution is hereby amended to read as follows, with the new
language underlined:

The proceeds of the gSale of chas Bond shall

be deposited in the Project Construction Account.

Section §. Subsections A, B, C aend D of Section 4.04 of
the Bond Resolution are hereby amended to raad as follows, with the
deleted language struck out and the new languags underlined:

A. EARNINGS AND REBATE FUNDS. All interest
earnings and profics on amounts in all funds and
accounts provided for and/or established under
this Bond Legislation, other than {1) interest
earnings and profits on any funds refarsnced in
Subsection C(5) of this Section 1if such earnings
in any Bond Year are less than $100,000, providad

e d o va v
a *qu 0 -
d und 45 of th d
average maturicty of the issue of cthe Bond
& W

47 e Cod e
M’—munmw_n_ths_xmg_g_uw
A"/ \i3 C

» (i1) interast
earnings and profits on amounts in funds and
accounts which do not constituta Gross Proceads,
ad (1i1) intarest earnings and profits on the
Rebate Fund,_ __and ({v) fnterest earnings and

ou i und Qu 0 ;
exceptad undey the Regulationg shall, upon raceipt
the Depository Bank, be deposited in the Earnings
Fund. In addicion, all intarest earnings and
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£

profits on Gross Proceeds in funda and accouncs
held by the Issuer or otherwise shall, upon
receipt, be paid to the Depository Bank for
deposit Iin che Earnings Fund. Annually, en—ee
before the 30th day "following the end of each
Bond Year or on the preceding business day in the
event thac such lasc day 1{s not a business day,
the Depository Bank shall cransfer froam the
Earnings Fund to the Rebate Fund for purposes of
ultimace payment to the United States an amount
equal to Excess Investmenc Earnings, all as more
parcicularly described in this Section.
Following the ctransfer referenced {in the
preceding sentence, the Depository Bank shall
transfer all amounts remaining in rthe Earnings
Fund to be used for the Payment of Debt Service
on the next interest Payment date and for such
purpose, Debt Service due from the Issuer on such
date shall be crediteqd by an amount equal to the
amount so tranaferred; Provided that, {f the Bond
shall have been previously paid in full, such
amounts remaining on deposit {n tha Earnings Fund
shall be paid to the Issuer and used for any
lawful purpose of the Issuer,

B. DUTIES OF ISSUER IN GENERAL. The Issuer
shall calculata Excass Invescment Earnings in
accordance with Subsection € and shall assure
payment of an. amount equal to Excess Investment
Earnings to the United States in accordarica with
Subsections D and E,

C. CALCULATION OF EXCESS INVESTMENT
EARNINGS., Within 30 days following che last day
of tha first Bond Year, a d

&d under the . , the lssuer
shall calculats, and shall provide written notica
to the Purchaser and Depository Bank of, the
Excess Investmentc Earnings rafsrancsd in clause
(A) of the definition of Excess Investmentc
Earnings. Theraafter, within 30 days following
the last day of each Bond Year and within 30 days
folloving the data of the ratirement of che Bond,
9L such o ay date a ed undar ¢
Regulationg, the Issuar shall ¢alculate, and shall
provide wriccen notice to tha Purchaser and
Depository Bank of, ths amount of Excess
Investament Earnings. Said calculacions shall ba

6.



made or caused to be nade by the Issuer in

accordance with tha followlng, or {n agcordanca
with such other requirsments ag may be applicable
under the Regulations: _ .

- (1) Except as provided in (2), Ln
determining the amount dascribed in
clause A(1) of the definition of Excess
Invescment Earnings, - the aggregate
amount earned on Nonpurposa Investments
shall include (i) all income realized
under federal income rax accounting
principles (whether or not the person
earning such income 1is subject to
federal income tax) with raspect to
such Nonpurpose Investments and with
respect to the reinvestment of
investment recaipts from such
Nonpurpose Investments (without ragard
to the transaction costs incurrsd in
acquiring, carrying, selling or
redeeming such Nonpurpose Investments),
including, but not limited to, galn or
loss realized on the disposition of
such Nonpurpose Investments (wichout
regard to when such gains are taken
into account under Section 453 of the
Code relating to taxable year of
inclusion of gross income), and income
under Section 1272 of —the Code
(relacing co the original Issue
discount) and (i{i) any unrealizad gain
or loss as of the date of retirement of
the Bond 1in the event that any
Nonpurpose Investment is rectained after
such dacas.

(2) In determining the amount
described 1in clausa (A) of the
definition of Excess Investment
Earnings, Investment Property shall be
treated as acquired for its fair markec
value at the ctime it becomes a
Nonpurpose Invastment, so that gain or
loss on the disposition of such
Investment Property shall ba computed
with reference to such falr market
value as {ts adjus:ced bastis.

7.



(3) In determining the amount
described in clauga (A)(11) of the
definition of. Excass Investment
Earnings, the Yield on the Bond shall
be determined based on the actual Yield
of the Bond during the per{od between
the Closing Date of the Bond and the
date the computatioen i3 made (with
adjustments for original issue discount
or premium).

(4) In determining the amount
described in clauge (B) of the
definitcion of Excess Investment
Earnings, all fincome attribuctable ta
the excess described in clause (A) of
said definition must be takan into
account, whether or not that income
exceeds the Yield of the Bond, and ne
amount may be treated ag "negative
arbitrage.”

(5) Inm detarmining tha amount of
Excess Investment Earnings, thers shall
be excluded any amount earned on any
fund or account which i3 used primarily
to achieve a proper matching of
tevenues and Debt Service within each
Bond Year and which ig deplated at
least oneca a year except for a
reasonable carryover amount not in
excess of the greatsar of 1 year's
earnings on such fund or account or
1/12th of annual Debt Servics {which

ud t d
1 a y a
und a 1 as well as

dmounts earned on said earnings Lf thae
Bross earnings on such fund or account
for the Bond Year is less than
§100,000, provided that . {f the Bond is
o] vatas v 0 ud
4y Tqualifiad S501¢(ei(3) bond” asg
d d unde 2 4 od
the averags mary ¥ of ¢ ue g
h d {detarminad danca wic
Section 147(5Y(2)(A) of the Coda) is ag
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least 5 vears and 1f the rate of
O

terast o he {ssue of ¢

net vary during che term of the {ssue,

ounts e d d o
account as well ag agouncs earned op
' ] e e de

determining che amount  of Excesgg
\d tme a .

D. PAYMENT TO THE UNITED STATES. The
Issuer shall direct che Depository Bank to pay
from the Rebate Fund an amount equal to Excess
Investment Earnings to the United States in
installments with the firse payment to be made not
later than 30 days afcer the end of the Sth Bond
Year and with subsequent Payments to be made not
Later than 5 years afcar the Preceding payment was
due ) t exe u
Ghe Regulations. The Issuer shall assure that
each such inscallment i{g i{n an amount equal to at
least 90% of the Excess Investment Earnings with
respect to the Gross Proceeds as of the close of
the computation period
und a . Not latar than 60 days
after che retirement of the Bond, che Issuer shall
direct the Depository Bank to pay from the Rebate
Fund to the United States 100% of the cheretofore
unpaid Excess Investment Earninga i{n the Rebata
Fund. In the event that there are any  amounts
remaining {n the Rebats Fund following the payment
required by the preceding santence, the Depository
Bank shall pay said amounts to the Issuer to be
used for any lawful purpose of the Issuer. The
Issuer shall reait payments to the United Statas
at the addrass prescribed by the Regulacions as
the same may be in time to tima in affect with
such reports and statements as may be prescribed
by such Rsgulations. 1In tha event that, for any
reason, amounts in tha Rebate Fund are
insufficient to maka che payments to the Unicted
Stactes which are required by this Subsection D,
the Issuer shall assure that such payments are
made by the Issuer to tha Unitad Statess, on a
timely basis, from any funds lawfully available
therefor.



. on 6. The Isguer acknowledges cthat regulationg
under Section 148(£f) of the Code have been or will be Promulgareqd
which have or B3y have an effectiva data which Pracades the dats of
adoption of the Bong Resolution snd/or the date of iggue of the Bond
and which are, therefora, applicable.to the Bond. Such regulationg

Yelacing thersto, Accordingly, ag Provided in the Bond Resolu:ion,
the Isguer hereby and by the Bond Resolution Covenants and agrees to
take all actiong that may be raquired to comply with Section 148¢£)
of the Code and any temporary, Propesed or fina] regulaciong
thereunder ag may be applicable ro the Bond from time co time and that
it will noer take any actions or fall to cake any actions the resulte
of which would Cause a violation of the foregoing Sect{on of the Code
and such regulacions, evanp Lf such actions may be contrary co any
éXprass provision or Provisions of the Bond Resolution.

Resalution, subject to change consonant vith the provisions of the
Bond Resolution and of chig Amendatory Reasolution, shall be as gat
forth in the Final Order of the Public Service Commission of West
Virginia, eéntered on October 26, 1938, Casa No, BBoZOS-U-CN. which
order {g incorporated herein by referencs az a part herasof.

. The Chairman, Secratary and othar officers
oOr members of the Governing Body are heraby authorized and directed
€O execute and delivar such other documents, adgreements, instruments
and carcificares required or desirable in connection with the Bond
hereby and by the Bond Resolution approved and provided for, to the
énd that ths Bond may be dalivered on or about March 15, 1989, €o the

. It is hereby found and datsrmined thac this
Amendatory Rasolution 1is nacessary to assura compliance with Section
148(£) of tha Code ralating to requirad redata of excess investment
earnings to thae United Statas and to assure tha sxamption from faderal
Llncome taxatcion of interest on the Bond and, therafore, doas nor
require the congent of the Purchaser, '

Q. The financing of tha Project by che Bond is
in che public Interese, serves a public purpose of the Issuar and will
Promote tha health, welfare and safety of the rasidents of the Issuer.

10.



Section 11. If any provisien of this Amendato
Resolution shall be held invalid, such invalidicy shall not affect
the remaining provisions of this Amendatory Resolution. _

Section 12. This Amendatory Resolution shall be affective
immed{acaly following adoption hereof, 14 amendatory of the Band
Regolution, and in consideration of the acceptance of the Bond by the
Purchaser and those others who shall be the registered owners of the
Bond from time to time shall be deemed to be and shall constitycrs part
of the contract between the Issuer and such Purchaser and others who
shall be the registered owners of the Bond from time to Cime,

o . Except ag eXpressly amended, mod{fied or
alcered heraby, the Bond Resolution shall continue and Temain i{n full
force and effact as adopted and the Band Resolution, to the extent not
amended, modified or altered by chis Amendatory Resolution, and all
actions heretofore taken pursuant to the Bond Rasolution, are hereaby
racified, approved and confirmed.

Adopted this 15th day of March, 19389.

HARDY CQUNTY PUBLIC SERVICE DISTRICT

<2
Chairman 4

o,

empar

03/13/89
HARDL.SS
37808788001

11.



Subject

Watar Ravanua Bond, Seriss 1990

BCHD R23OLUTION

ARTICLE I
STATUTORY AUTHORITY, FINDINGS
'AND DEFINITIONS

Section 1.0l Authority for This Resolution

Section 1.02 Findings and Determinations

Section 1.03 Bond Legislation Constitutes
Contract

Section 1.04 Dpefinitions

ARTICLE IT
AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.0l Authorization of Acquisition and
Construction of the Project

ARTICLE IIX
AUTHORIZATION, TERMS, EXZCUTION,
REGISTRATION AND ISSUE QF BOND

Sectlon 3.01  Authorization of Bond

Section 3.02 Description of Bond

Section 3.03 Negoriabiliry, Registration,
Transfer and Exchange of Bonds

Section 3.04 Registrar

Section 3.05 [Execution of Bond

Section 3.06 Bonds Mutilated, Destroyed, Stolen

. or Lost
Section 3.07 Bond Secured by Pledge of Net
Ravenues
Section 3.08 Form of Bond
FORM OF BOND

Page

[ ]

w W

10
10

10
11
11

11
12

12
13




ARTICLE IV

SYSTEZM REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PROCEEDS: FUNDS AND ACCOURTS

- Section 4.01
Section 4.02

Section 4.03

Section
Section
Section
Section

Section
Section
Section
Section
Section
Sectlion

Section
Section
Section
Section

Section

Section
Section
Section
Section
Section

Section
Section

Establishment of Funds and Accounts with
Depository Bank

Bond Proceeds; Project Construction
Account

Covenants of the Issuer as to System
Revenues and Funds

ARTICLE V

GENERAL COVENANTS, ETC.

.01
.02
.03
.04

L n g

.05
.06
.07
.08
.09
.10

Lbhbhinnn

A1
.12
.13
.14

U ta

General Statement

Rates

Sale of the System

Issuance of Addirlonal Parity Bonds
or Obligations

Insurance and Bonds

Statutory Mortgage

Events of Defaulr

Enforcement

Fiscal Year; Budget

Compensation of Members of Governing
Body

Covenant to Proceed and Complete
Books and Records; Audits
Maintenance of System

No Competition

ARTICLE VI
RATES, ETC.

Initial Schedule of Rates and
Charges; Rules

ARTICLE VII
MISCELLANEQUS

Defeasance of Bond

Modification or Amendment
Delivery of Bond No. R-1
Severability of Invalid Provisions
1988 Resolution; Conflicting
Provisions Repealed

Table of Contents and Headings
Covenant of Due Procedure, Etc.

2.

19
19

20

25
25
25

25
25
27
27
28
28

29
29
29
29
29

31

32
32
32
32

32
32
33




Section 7.08
SIGNATURES

Effectiva Time

33

33



HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $50,000
WATER REVENUE BOND, SERIES 1990, OF HARDY COUNTY
FUBLIC SERVICE DISTRICT, ON A PARITY WITH THE
OUTSTANDING 1988 BOND OF THE DISTRICT, TO FINANCE
ACQUISITION AND CONSTRUCTION OF CERTAIN PUBLIC
SERVICE PROPERTIES CONSISTING OF IMPROVEMENTS AND
AN EXTENSION TO THE EXISTING WATERWORKS SYSTEM
AND ALL APPURTENANT FACILITIES IN THE DISTRICT:
DEFINING AND PRESCRIBING THE TERMS AND PROVISIONS
OF THE BOND; PROVIDING GENERALLY FOR THE RIGHTS
AND REMEDIES AND SECURITIES OF THE HOLDER OF THE
EOND; AND PROVIDING WHEN THIS RESOLUTION SHALL
TAKE EFFECT ‘ o

BE 1T RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF
HARDY COUNTY PUBLIC SERVICE DISTRICT:

IICLE

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 lav. Hardy County Public Service
District (the "Issuer”) is a public corporation and public service
district and political subdivision of the State of West Virginia in
Hardy County of said State, duly created pursuant to the Act by The
County Commission of Hardy County,

Section 1.02. Findings and Determinations. It is hereby

found, determined and declared as follows:

A, The Issuer now has a public waterworks system and
desires to finance and acquire, construct, operate and maintain
certain additional ©public service properties consisting of
lmprovements and an extension 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 convenlence of the
inhabitants of the Issuer, and, accordingly, it is hereby ordered,
that there be acquired and constructed certain improvements to and an




extension of the existing waterworks facilities of the Izsuer,
consisting of an extansion of water lines to ll customers of the
District at the Forest Glen Subdivision and all necessary appurtenant
facilities (the "Project”), particularly described in and according
to the plans and specifications preparad 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 Issuer will
continue to purchase water from the Town of Moorefield pursuant to a
water purchase contract between the Issuer and said Town, The
existing waterworks facilitiss of the Issuer, togather with the
Project and any further additions, extensions or improvements thereto,
is herein called the "System.” The acquisition and construction of
the Project and the financing hereby authorized and provided for are
publie purposes of the Issuer and are ordered for the purpose of
meeting and serving public conveniesnce and necessity.

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

D. The estimated maximum cost of the acquisition and
construction of the Project is $100,000, of which $50,000 will be
obtained from the proceeds of sale of the Bond herein authorized and
$50,000 from a grant by the Purchaser (as hereinafter defined).

E. It is necessary for the Issuer to issue its revenue
bond in the principal amount of $50,000 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 acquisition of any necessary
Property, real or personal, or intarest therein; interest on the Bond
Prior to, during and for six months after completion of such
construction to the extent that revenues of the System are not
sufficient therefor; engineering and legal expenses; expenses for
estimates of costs and revenues: expenses for plans, specifications
and surveys; and such other expenses as may be necessary or incidental
to the acquisition and construction of the Project and the financing
authorized herpgby; provided that, reimbursement to the Issusr for any
amounts expended by it for the repayment of indebtedness incurred for
Costs of the Project by the Issuer shall be deesmed Costs of the
Project.

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

2.



G. There is an outstanding obligation of the Issuer which
will rank on a parity wich the Bond as to liens, pledge and source of
and security for payment, being the Watar Ravenue Bond, Series 1988,
dated March 15, 1989 (the ~1988 Bond”), issued in the original
aggregate principal amount of $300,000 and held by the Purchaser.
There are no other outstanding bonds or obligations of the Issuer
which will rank prior to or on a parity with the Bond as to lien,
Pledge and/or source of and security for payment,

The Issuer 1is not in default under the terms of the
1988 Bond, the 1988 Resolution (hereinafter defined) or any document
in connection therewith, and has complied with all requirements of all
the foregoing with respect to the 1ssuance of parity bonds or has
obtained a sufficient and valid waiver thereof.

H. It is in the best interest of the Issuer that the Bond
be sold to the United States Department of Agriculture, Farmers Home
Administration (the "Purchaser”), pursuant to the terms and provisions
of a Letter of Conditions dated December 13, 1989, and all amendments
therato, 1if any (the *Lattar of Conditions”),

I. 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
lizitation, the imposition of rates and charges, and the issuance of
the Bond, or will have so complied prior to issuance of the Bong,
including, among other things and without limitation, the consent and
approval, pursuant to the Act and other applicable provisions of law,
of the issuance of the Bond, the acquisition and construction of the
Project and the imposition of rates and charges by the Public Service
Commission of West Virginia by final order, the time for rehearing and
appeal of which have expired or shall have been duly waived or
otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In

consideration of the acceptance of the Bond 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 Bondholder, 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
Bond.

Section 1.04. Definitions. The following terms shall have

the following meanings herein unless the text othervisa expressiy
requires:



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

"Bond” means the Water Revenue Bond, Series 1990, authorized
-hereby.

"1988 Bond” means the outstanding Water Revenue Bond,
Serles 1988, of Issuer described in Section 1.02G hereof.

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

"Bonds” means the Bond and the 1988 Bond.
"Chairman” means the Chairman of the Governing Body.

“Consulting Engineer” means Stultz & Assoclates, Inc.,
Romney, 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 South Branch Valley National Bank,
Moorefleld, 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 canglble properties
which may hereafter be added to the System by additions, betterments,
extensions and improvements thereto and properties, furniture,
fixtures or equipment therefor, hereaftar at any time constructed or
acquired.

"FDIC* means the Federal Deposit Insurance Corporation.

"Fiscal Year” means each year beginning on July 1 and ending
on the succeeding June 30.

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

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

"Herein" or "herein” means in this Bond Legislaciom.

"Issuer,” "Borrower” or "District” means Hardy County Public
Service District, in Hardy County, West Virginia, and includes the
Governing Body.



"Letter of Conditions” means the Letter of Conditions of
the Purchaser dated December 13, 1989, and all amendments thereto, if
any.

*Net Revenues” means the balance of the Gross Revenues, as
defined below, remaining after deduction only of Cperating Expenses,
as defined below.

"Operating Expenses” means the current expenses, paid or
accrued, of operation and maintenance of the System and 1its
facilities, and includes, without limiting the generelity of the
foregoing, insurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System,
the accumulation of appropriate reserves for charges not annually
recurrent but which are such as D3y reascnably be expected to be
incurred, and such other reasonable operating costs as are normally
and regularly included under recognized accounting principles and
retention of a sum not to exceed 1/6th of the budgeted Cperating
Expenses stated above for the current year as working capital, and
language herein requiring payment of Operating Expenses means also
retention of not to exceed such sum as working capital, provided that
all monthly amortization payments upon the Bond and into the Reserve
Fund and Depreciation Raserve have been made to the last monthly
payment date prior to the date of such retention.

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

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

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

{a) Government Cbligations:

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

(c) Bonds, debentures, notes or other
evidences of indabtedness issued by any of the

3.




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

(d) Any bond, debenture, note,
participation certificate or other similar
obligations issued by the Federal National
Mortgage Association to the extent such
obligation 1is guaranteed by the Goverrnment
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 saild 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;

(g) Repurchase agreements, fully secured by
Investments of the types described in paragraphs
(a) through (e) above, with banks or naticnal
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 mnearly as practicable coincident with
the maturity of sald repurchase agreements or
must be replaced or increased so that the markest
value therecf is always at least equal to the
principal amount of said repurchase agreements,
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and provided further that the holder of such

repurchase agreement shall have a prior perfected
security interest in the collateral therefor,
must have (or its agent must have) possession of
such collateral, and such.collateral must be free
of all claims by third parties; :

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

(1} Obligations of States or political
subdivisions or agencies thereof, the interest on
which is 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 Owmer,” "Bondholder,” *"Holder of the Bond” or
any similar term means any person who shall be the registered owner
of the Bond.

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

"Resolutions” means, collectively, the 1988 Resolution and
the Bond Legislation.

“1983 Rasolution” means the resolution of the Issuer adopted
October 19, 1988, authorizing the 1988 Bond, as amended by the
amendatory resolution of the Issuer adopted March 15, 1989.

"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.

"System” means the waterworks of the Issuer as improved,
extended, enlarged and expanded by the Project, and includes the
couplete waterworks system of the Issuer and all waterworks facilities
owned by the Issuer and all facilities and other property of every
nature, real or personal, now or hereafter owned, held or used in
connection with the waterworks system; and shall also include any and
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all additions, extensions, improvements, properties or other
facilities at any time acquired or constructed for the vaterworks
system of the Issuer.

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

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




ARTICLE 11

AUTHORIZATION OF ACQUISITION AND
CONS?RUCIIQN OF THE PROJECT

Section 2,01, Authorizatjon of tion and uction
of the Project. There 1s hereby authorized the acquisition and
construction of the Project, at an estimated cost of $100,000, in
accordance with the pPlans and specifications which have been prepared
by the Consulting Engineers, heretofosre filed in the office of the
Governing Body. The Proceeds of the Bond hereby authorized shall be
applied as provided in Article IV hereof.



ARTICLE IT1

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3,01. Authorizatrion of Bomd. Subject and pursuant
to the provisions of the Bond Legislation, the Bond of the Issuer, to
be known as "Water Revenue Bond, Series 1990," ig hereby authorized
to be issued in the aggregate principal amount of not exceeding
$50,000 for the purpose of financing a portion of the cost of the
acquisition and construction of the Project.

Section 3.02. Description of Bond. The Bond shall be
issued in single form, numbered R-1, only as a fully registered Bond,
and shall be dated the date of delivery thereof. The Bond shall bear
interest from the date of delivery, payable monthly at the rate of 5%
Per annum, and shall be sold for the pPar value thereof.

The Bond shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and

incidents of a negotiable instrument under the Uniform Commercial Code
of the State of West Virginia, but the Bond, and the right to
Principal of and stated interest on the Bond, may only be transferred
by transfer of the registration thereof upon the books required to be
kept pursuant to Section 3.04 hereof, by the party in whose name it
1s registered, in person or by attorney duly authorized in writing,

of a written " instrument of transfer, duly executed in a form
acceptable to the Registrar, No interest in the Bond shall be
transferable except by means of transfer of registration of a Bond
representing such interest and delivery of a new Bond or Bonds in
exchange therefor in accordance vith this Bond Legislation.

Whenever the Bond shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a new Bond or Bonds in
authorized denominations, for a like aggregate principal amount. The
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 Registrar with respect to such transfer,
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No registration of transfer of the Bond shall be permitted
to be made after the 15th day next Preceding any installment Payment
date on the Bond.

4. Registrar. The Issuer shall be the Registrar
and will keep, or cause to be kept by {its agent, at its office,

sufficient books for the registration and transfer of the Bond, and,
upon presentation for such purpose, the Registrar shall, under such
- Teasonable regulations as 1t may prescribe, register the Bond
initially issued pursuant hereto and register the transfer, or cause
to be registared by its agent, on such books, the transfer of the Bond
as hereinbefore provided.

The Registrar shall accept the Bond for registration or
transfer only if ownership thereof ig to be registered in the name of
the Government, an individual (including joint ownership), a
corporation, a partnership or a trust, and only upon receipt of the
social security number of each individual, the federal employer
identification number of each corporation or partnership or the social
security numbers of the settlor and beneficiaries of each trust and
the fedearal employer identification number and date of each trust and
the name of the trustese of each trust and/or such other identifying
number and information as may be required by law.

ect 03. Execurion of Bond. The Bond shall be

executed in the name of the Issuer by the Chairman and its corporate
seal shall be affixad thereto and attested by the Secretary. 1In case
any one or more of the officers who shall have signed or sealed the
Bond shall cease to be such officer of the Issuer before the Bond so
signed and sealed have been actually sold and deliverad, such Bond may
nevertheless be sold and delivered as herein provided and may be
issued as if the person who signed or sealed such Bond had not ceased
to hold such office. Any Bond may be signed and sealed on behalf of
the Issuer by such person as at the actual time of the execution of
such Bond shall hold the proper office in the Issuer, although at the
date of such Bond such person may not have held such office or may not
have been so authorized. :

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost.

In case the Bond shall become mutilatad or be destroyed, stolen or
lost, the Issuer may in its discretion issue and deliver a new Bond
of like tenor as the Bond so muctilated, destroyed, stolen or lost, in
exchange and substitution for such mutilated Bond or in lieu of and
substitution for the Bond destroyed, stolen or lost, and upon the
holder’s furnishing the Issuer proof of his ownership therszof and
complying with such other reasonable regulations and conditions as the
Issuer may require. The Bond so surrendered shall be canceled and
held for the account of the Issuer. If the Bond shall have matured
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or be about to mature, instead of 1ssuing a substitute Bond the Issuer
may pay the same, and, if such Bond be destroyed, stolen or lost,
without surrender thereof. '

. dection 3.07. Bond Secured by Pledge of Net Revenues. The
pPayment of the debt service of the Bond shall be secured forthwith by

a first lien on the Net Revenues derived from the System on a parity
with the 1988 Bond in addition to the statutory mortgage lien on the
System hereinafter provided for as to the Bonds. The Net Revenues
derived from the System in an amount sufficient to pay the Principal
of and interest on the Bond, and to make the payments as hereinafter
provided, are hereby irrevocably Pledged to the payment of the
principal of and interest on the Bond as the same become due all on

a parity with the 1988 Bond.

Section 3.08. Fom of Bond. Subject to the provisions
hereof, the text of the Bond and the other details thereof shall be

of substantially the following tenor, with such omissions, ingsertions
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)

WATER REVENUE BOND, SERIES 1990

; (] L VIC S

$50,000

Ne. R-1 Data:

FOR VALUE RECEIVED, HARDY COUNTY PUBLIC SERVICE DISTRICT
(herein called "Borrower"”) promises to pay to the order of the United
States of America, acting through the Farmers Home Administration,
United States Department of Agriculture (the “Government”), or its
registered assigns, at its National Finance Office, St. lLouis,
Missouri, 63103, or at such other Place as the Government may
hereafter designate in writing, the principal sum of FIFTY THOUSAND
DOLLARS ($50,000), plus interest on the unpaid principal balance at

the rate of 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 $246, 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 hercof.

Every payment made on any indebtedness evidenced by this
Bond shall be applied first to intarest 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 Farmers Home
Administracion according to the source of funds involved, shall, after
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payment of interest, be applied to the installments last to become due
under this Bond and shall not affect the obligation of Borrower to pay
the remaining installments as scheduled herein.

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

While this Bond is held by an insured lender, Prapayments
as above authorized made by Borrower may, at the option of the
Government, be remitted by the Government to the holder promptly or

to the holder on either a calendar qQuarter basis or an annual
installment due date basis. The effective date of every payment made
by Borrower, @xcept payments retained and remitted by the Government
on an annual installment due date basis, shall be the data of the
United States Treasury check by which the Goverrment remits the
payment to the holder. The effective date of any prepayment retained
and remitted by the Govermment 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 securicy 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 commrunity 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,
ts payable solely from the revenues to be derived from the operation
of the System after there have been first paid from such revenues the
reasonable current costs of operation and maintenance of the System.
This Bond does not in dny manner constitute an indebtedness of the

\
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Registration of this Bond is transferable by the registersd -
~ owner hereof in person or by his, her or its attorney duly authorized
in writing, at the office of the Borrower, as Registrar, but only in
the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upon
Surrender and cancellation of this Bond. Upon such transfer a4 new
Bond or Bonds, of authorized denomination or denominations.'for the
like principal amount, will be issued to the transferee in exchange

This Bond, under the provisions of the act, is and has al}
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 Registrar.

This Bond has been issued under and in full compliance with
the Constitution and statutes of the State of West Virginia,
including, among others, Chapter 16, Article 13A of the West Virginia
Code, as amended {(the "Act”), and a Resolution of the Borrower

authorizing issuance of this Bond (the "Resolution”).

or private credit source at Teasonable rates and terms for loang 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
oT insured by the Government Pursuant to the Consolidated Farmers Home
Rural Development Act. This Bond shall be subject to the present
regulations of the Farmers Home Administration and to its future
regulations not inconsistent with the express provisions hereof.
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This Bond is on a parity as to liens, pledge and source of
and security for payment, and in all other respects, with the
1988 Bond described in said Resolution.

(Name of Borrower)

[CORPORATE SEAL]

(Signature of Eﬁacutive Official)

d
" (Title of Executive Official)

B.O. _Box ¥ :
(P. 0. Box No. or Street Address)

We v 26836
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

ecy b e e Board
(Title of Executive Official)

16.



(Form of)

RECORD OF ADVANCES
AMOUNT DATE AMOUNT
) s (6) &
£ 8 (.8
{H s (8) 8§
(4) 8§ {9
(3§ {10) 8§
TOTAL $
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(Form of Assignment]

ASSIGNMENT

FOR VALUEVRECEIVED the undersigned sells, assigns, and
transfers unto

the within Bond and does hereby irrevocably constitute and appoint

» Attorney to transfer
the said Bend 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. Establishment of Funds apnd Accounts with
Depository Bank. The following special funds or accounts are created
and established with (or continued if previously established by the
1988 Resolution), and shall be held by, the Depository Bank, separate,
distinct and apart from all other funds or accounts of the Depository
Bank and from each other:

(1) Revenue Fund (established by the 1988 Rasolution and
continued hereby); '

(2) Project Constructlion Account;

(3) Depreclation Raserve (established by‘ the
1388 Resolution and continued hereby);

(4) Reserve Fund (established by the 1983 Resolution and
continued hereby);

(5) Earnings Fund (established by the 1988 Resolution and
continued hereby); and

(6) Rebate Fund (established by the 1988 Resolution and
continued hereby).

Section 4,02. Bond Proceeds; Project Construction Account.
The proceeds of the sale of the Bond shall be deposited upon receipt
by the Issuer in the Project Construction Account. The moneys in the
Project Constructlon Account in excess of the amount insured by FDIC
shall be secured at all times by the Depository Bank by securities or
in a manner lawful for the securing of deposits of State and municipal
funds under West Virginia law. Moneys in the Project Construction
Account . shall be expended by the Issuer solely for the purposes
provided herein.

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

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
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monthly installments on the Bond if there are not sufficient Net
Revenues to make such monthly payment.

Pending application as provided in this Section 4.02, money
and funds in the Project Construction Account shall be invested and
reinvested at the dirasction 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 6.03. Covenantsg of the Issuer as to System Revenues
énd Funds. So long as any of the Bonds shall be outstanding and
unpaid, or until there shall have been set apart in the Reserve Fund,
a sum sufficient to pay, when due or at the earliest practfcal
Prepayment date, the entire principal of the Bonds remaining unpaid,
together with intarest accrued and to accrue thereon, the Issuer
further covenants with the holders of the Bonds as follows:

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

B. DISPOSITION OF REVENUES. All Revenues at any time
on deposit in the Revenue Fund shall be disposed of only in
the following order and priority, subject to the provisions
of Section 4.04 of the 1988 Resolution not otherwise
modified herein: :

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

(11) The Issuer shall next, on or before the
due date of payment of each installment on the
Bonds, transfer from the Revenue Fund and
remit to the National Finance Offica designated
in' the Bonds (or such other place as =ay be
provided pursuant to the Bonds), the amounts

Y
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required to pay the interest on the Bonds, and to
amortize the principal of the Bonds over the
respective lives of each Bond issue. All
payments with respect to principal of and
interest on the 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.

(111) The Issuer shall next, on esach date
that payment {s made as set forth in (11) above,
transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Reserve Fund,
1/12th of 1/10th of the amount, as of the date of
calculation, equal to the maximum aggregate
amount of principal and interest which will
become due on the Bonds in any year, until the
amount in the Reserve Fund equals such maximum
amount (the "Minimum Reserve”). After the
Minimum Reserve has been accumulated in the
Reserve Fund, the Issuer shall monthly deposit
into the Reserve Fund such part of the moneys
remaining in the Revenue Fund, after such
provision for payment of monthly installments on
the Bonds and for payment of Operating Expenses
of the System, as shall be required to maintain
- the Minimum Reserve in the Reserve Fund. Moneys
in the Reserve Fund not required to be
transferred to the Earnings Fund pursuant to
Section 4.04 of the 1988 Resolution shall be used
solely to make up any deficiency for monthly
payments of the principal of and interest on the
Bonds to said National Finance Office (or other
place provided) as the same shall become due or
for prepayment of installments on the Bonds, or
for mandatory prapayment of the Bonds as
hereinafter provided, and for no other purpose,
on an equal pro rata basis in accordance with the
raspective aggragate principal amounts thereof
outstanding and on a parity with each other.

(iv) ~The Issuer shall next, on each date
that payment is made as set forth in (ii) above,
transfer from the Revenue Fund and deposit in the
Depreciation Reserve, the moneys remaining in the
Revenue . Fund and not permitted to be retained
therein, until there has been accumulatad in the
Depreclation Resarve the aggregate sum of
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$56,650, and thereafter such sums as shall be
required to maintain such amount therein. Moneys
1n the Depraciation Reserve, other than any sum
or sums required to be transferred to the
Earnings Fund pursuant to Section 4.04 of the
1988 Resolution, shall be used first to make up
any deficiencies for wmonthly payments of
principal of and interest on the Bonds as the
same become due, and next to restore to the
Reserve Fund any sum or gsums transferred
therefrom other than pursuant to Section 4.04 of
the 1938 Resolution, all on a pro rata basis.
Thereaftar, and provided that payments into the
Reserve Fund are current and in accordance with
the foragoing provisions, moneys 1in the
Depreciation Reserve, other than any sum or sums
required to be transferred to the Earnings Fund
pursuant to Section 4.04 of the 1988 Resolution,
may be withdrawn by the Issuer and used for
extraordinary repairs and for replacements of
equipment and improvements for the System, or any
part thereof.

(v) After all the foregoing provisions for
use of moneys in the Revenue Fund have been fully
complied with, moneys ramaining therein and not
permitted to be retained therein, if any
("Surplus Revenues”), may be used to prepay
installments of the Bonds, pro rata, or for any
lawful purpose.

Whenever the money in the Reserve Fund (other than
moneys required to be transferred to the Earnings Fund
pursuant to Section 4.04 cf the 1988 Resolution) shall be
sufficient to prepay the Bonds in full, it shall be the
mandatory duty of the Issuer, anything to the contrary
herein notwithstanding, to prepay the Bonds at the earliest
practical date and in accordance with applicable provisions
hereof,

The Pepository Bank is hereby designated as the Fiscal
Agent for the administration of the Reserve Fund, the
Depreclation Reserve, the Earnings Fund and the Rebate Fund
herein provided, and all amounts required for the Reserve
Fund and the Depreciation Reserve will be deposited therein
by the Issuer upon transfers of funds from the Ravenue Fund
at the times provided herein, together with written advice
stating the amount remittsd for dzposit into each such fund.
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All the funds provided for in this Section, except with
respect to the Rebate Fund and Excess Investment Earnings
(as defined in the 1983 Rasolution) in the Earnings Fund,
which shall be held for rebate to the United Statas free

- from any such lien or trust, shall constitute trust funds
and shall be used only for the purposes and in the order
provided herein, and until so used, the Purchaser shall have
a lien thereon (other than such Excess Investment Earnings
in the Earnings Fund and the Rebate Fund as aforesaid) for
further securing payment of the Bonds and the interest
thereon, but the Depository Bank shall not be a trustee as
to such funds. It is to be understood that all funds in the
Rebate Fund shall be held free and clear of any such lien
or trust and shall only be used for the purposes set forth
in the 1988 Resolution notwithstanding anything else herein
to the contrary.

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

Subject to the 1988 Resolution, the Depository Bank,
at the direction of the Issuer, shall keep the moneys in the
Reserve Fund, the Deprasciation Resgerve, the Earnings Fund
and the Rabate Fund invested and reimvested to the fullest
extent possible in accordance with applicable law, and to
the extant practicable, in Qualified Investments having
maturities consonant with the required use thereof.
Investments in any fund or aceount 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 redeemabls at the option of the holder, including value
of accrued interest and glving effect to the amortization
of discount, or at par if such investment is held by the
“consolidated fund” managed by the West Virginia State Board
of Investments. Any investment shall be held in and at all
times deemed a part of the fund or account in which such
moneys were originally held, and interest accruing theraon
and any profit or loss realized from such investment shall
be credited or charged to the appropriate fund or account.
Subject to the 1988 Resolution, earnings upon moneys in the
Reserve Fund, so long as the Minimum Reserve is on deposit
and maintained therein, shall be paid annually in January
into the Revenue Fund by the Depository Bank and used for
prepayment of the principal of the Bonds; provided, however,
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notwithstanding any provisions of the 1988 Rasolution to the
contrary, any amounts remaining in the Earnings Fund
following transfer to the Rabata Fund pursuant to the last
sentence of Section 4.04A of the 1988 Resolution shall be
-transferred to and deposited in the Revenua Fund and
thereafter immediataly used for prepayment of principal of
the Bonds on a pro rata basis, sc long as the Bond is
outstanding.

C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or trust company insured by FDIC as Depository
Bank and Fiscal Agent if the Depository Bank should cease
for any reason to serve or if the Governing Body determines
by resolution that the Depository Bank or its 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 registeraed or certified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior to
delivery of the Bond, provide evidence that there will be
at least 1l bopa fide users upon the Project on completion,
in full compliance with the requirements and conditions of
the Purchaser.

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

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

G. REMITTANCES. All remittances made by the Issuer
to the Depository Bank shall clearly identify the fund or
account into which each amount 1s to be deposited.

H. GROSS REVENUES. The Gross Revenues of the System
shall only be used for purposes of the System.
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ARTICLE V
GENERAL COVENANTS, ETC.

Section 3.01. Gemeral Statement. So long as the Bonds

shall be outstanding and unpaid, or until there shall have been set
apart in the Reserve Fund (other than Excess Investment Earnings
required to be transferrad to the Earnings Fund pursuant to
Section 4.04 of the 1988 Resolution) a sum sufficient to prepay the
entire principal of the Bonds remaining unpaid, together with interest
accrued and to accrue thereon to the date of prepayment, the covenants
and agreements contained herein shall be and constitute valid and
lagally binding covenants between the Issuer and the Bondholder.

Section 5.02. Rates. The Issuer will, in the manner
provided in the Act, fix and collect such rates, fees or other charges
for the services and facilities of the System, and revise the same
from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not
less than 110% of the annual debt service on the Bonds and sufficient
to make the payments required herein into the Reserve Fund and the
Depreciation Reserve and all the necessary expenses of operating and
maintaining the System during such Fiscal Year and such rates, faes
and other charges shall not be reduced so as to be insufficient to
provide adequate Revenues for such purposes.

Sale of the System. The System will not be

sold without the prior written consent of the Purchaser so long as
the Bond is outstanding. Such consent will provide for disposition
of the proceeds of any such sale.

Section 5,04. Issuance of Additional Parity Bonds or
Obligatjons. No additicnal parity bonds or obligations payable out

of any of the Revenues of the System shall be issued, except with the
Prior written consent of the Purchaser.

Section 5,05. Insurance and Bonds. The Issuer hereby

covenants and agrees that it will, as an expense of constructicen,
operation and maintenance of the System, procure, carry and maintain,
so long as the Bond remains outstanding, insurance with a reputable
insurance carrier or carriers covering the following risks and in the

following amounts:

- (a) FEire, Lishtning, Vandalism, Malicious
Mischief and Extanded Coverage Insurance, to be

procured upon acceptance of any part of the
Project from the contractor, and immediately upon
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any portion of the System now in use, on all
above-ground structures of the System and
mechanical and electrical equipment in place or
stored on the site in an amount equal to the full
insurable value thereof. In the event of any
damage to or destruction of any portion of the
System, the lssuer 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 Liabilicy Insurance, with limits

of not less than $500,000 for one or more persons
injured or killed in one accident to pProtect the
Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the
Issuer from claims for damage to property of
others which may arise from the operation of the
System, such insurance to be Procured not later
than the date of delivery of the Bond.

(e) MMMM.

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 lssuer, 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) - Horkars' Compensation Coverage for All
Employees of the District Elfgible Therefor and
Perfoxmance gnd Payment Bonds, such bonds to be

in the amounts of 1003 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 tha County
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Commission of said County prior to commencement
of construction of the Project in compliance with
West Virginia Code Section 38-2-39. Workars'’
compensation coverage shall be maintained as
required by the laws of the Stata of
West Virginia.

(e) [Klood Insyrance to be procured, to the

extent available at reasonable cost tce the
Issuer.

(£) Fidelity Bondg will be provided as to

every member of the Governing Body and as to
every officer and employee thereof having custody
of the Revenue Fund or of any revenues or other
funds of the Issuer in an amount at least equal
to the total funds in the custody of any such
person at any ona time, and initially in the
amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar
as custody of the Project Construction Account is
concerned so long as checks thereon require the
signature of a representative of the Purchaser.

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

. ze. For the further
protection of the Holder of the Bond, a statutory mortgage lien upon
the System i{s grantad and crsated by the Act, which statutory mortgage
lien is hereby recognizsd and declared to be valid and binding and
shall take effact immediately upon the delivery of the Bond and shall
be for the equal benefit of the Bonds.

Section 5.07. Events of Defauylt. Each of the following

events is hereby daclared an "Event of Default”:
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(a) Fallurs to make payment of any monthly
amortization installment upon the Bond at the
date specifiad for Payment thereof; and

(b) Failure duly and punctually to observe
or perform any of the covenants, conditions and
agreements on the part of the Issuer contained in
the Bond or herain, 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 performancq 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 te protect and enforce such
rights. ' '

Upon application by the Purchaser, such court may, upon
proef of such default appoint a receiver for the affairs of the Issuer
and the System. The raceiver so appointad shall administer the System
on behalf of the Issuer, shall exarcise 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 Systam, and shall have the power to collect and receive
all revenues and apply the same in such manner as the court may
direct, '

3. [Eiscal Year; Budget. While the Bond is

outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operated and maintained on a Fiscal Year basis
comencing 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 expensas of the System in excess of the Annual Budgat
shall be made during such Fiscal Year unless unanimously authorized
and directad by the Governing Body. Copies of each Annual Budget
shall be deliversd to the Purchaser by the beginning of each Fisecal
Year.

If for any reason the Issuer shall not have adopted the
Annual Budget before the lst day of any Fiscal Yaar, it shall adopt
a Budget of Currant Expenses from month to month until the adoption
of the Annual Budgat; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year
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Preceding by more than 10%; and provided further, that adoption of g
Budget of Current Expenses shall not constitute compliance with the
covenant to adopt an Annual Budget unlass 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 immediataly to the
Purchaser.

Section 5.10 .M@ﬁmm;ﬁwm.
The Issuer hereby covenants and egrees that no compensation for policy
direction shall be paid to the members of the Governing Body in excess
of the amount permitted by the Act. Payment of any compensation to
any such member for policy direction shall not be made if such Payment
would cause the Net Revenues to fall below the amount required to meet
all payments provided for herein, nor vhen there is default in the
performance of or compliance with any covenant or provision hereof.

Section 5.11. Covenant to Pxoceed and Complate. The Issuer

hereby covenants to proceed as promptly as possible with the
acquisition and construction of the Project to complation 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 J5.12. Books gnd Records: Audits. The Issuer will

keep books and records of the System, which shall be separate and
apart from all other books, records and accounts of the Issuer, in
which complete and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at all
reasonabls 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 certifisd public accountants and shall
mail a copy of such audit report to the Purchaser. The Issuer shall
further comply with the Act with Tespect to such books, records and
accounts,

section 35.13. 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 utilicy as
herein provided so long as the Bond is outstanding.

Section 3.14. No Competition. To the extent legally

allowable, the Issuer will not permit competition with the System
within its boundaries or within the tarritory served by it and will
not grant or cause, consant to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation,

\
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public or private body,
provide any of the serv
boundaries of the Issuer o

agency or instrumentality whatsoever to
ices supplied by the System within the
r within the territory served by the System.
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ARTICLE VT

RATES, ETC.

. Mumm@m;m.
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 Comeission of ° Wast Virginia, entered on
October 26, 1988, Case No. 88-205-W-CN, which Final Order " is
incorporated herein by reference as a part heraof.

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
facilitias 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, ’

or facilities of the System, the same fees, rates and charges
applicable to other customers recelving like services under similar
circumstances shall be charged, such charges shall be paid as they
acerue, 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
4 sewer bill owed by such customer for the same premiseas.
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ARTICLE VII
MISCELLANEQUS

, : . DRefesasance of Bond. If the Issuer shall pay
0r cause to be paid, or there shall othervise be paid, to the Holder
of the Bond, the Principal of and intersst due or to become due
thereon, at the times and in the manmner gtipulatad therein and in thig
Bond Lagislation, then with respect to the Bond, the pPledge of Net
Revenues and other moneys and securities Pledged under this Bond
Legislation and all covenants, agreements and other obligations of the
Issuer to the Registered Owner of the Bond, shall thereupon cease,
terminate and become void and be discharged and satisfied.

~ 9L Amendgent. The Bond
Legislation may not be modifisd or amended after final passags without
the prior written consent of the Bondholder.

- DRelivery of Bond No, R-1. The Chairman,
Secretary and Treasurer of the Governing Body are hereby authorized
and directed to cause Bond No. R-1, 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, Severgbility of Invalid Provisions. If any
one or more of the covenants, agreements or provisions hereof should
be held contrary to any express provision of law or contrary to the
policy of express law, although not expressly prohibited, or against
public policy, or shall for any reason whatsoever be held {nvalid,
then such covenants, 8greements or provisions shall be null and void
and shall be deemed geverable from the remaining covenants, agreements
or provisions hereof, and shall in no vay affect the validity of all
the other provisions hereof or the Bond.

M.u&am:mﬂmm
Repealed. The 1983 Resolution and all parts thereof not expressly
hereby changed shall continue in full force and effect and this Bond
Legislation shall be supplemental to the 1988 Resolution.

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

Section 7,06. Table of Contents and gggg;ﬁgg. The Table

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

Covenant of Due Exocedure, Etg. The Issuer

‘covenants that all acts, conditions, things and procsdures required
to exist, to happen, to be performed or to be taken pracedent to and
in the adoption of this Resolution do exist, have happened, have been
performed and have been taken in regular and dues tine, 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 Rasolution occurred and
are duly in office and duly qualified Eor such office.

Sectlon 7.08. Effective TiMle. This Resolution shall rake
affect immediately upomn its adoption. . -

Adopted: July 12, 1990 - .-

Chairman of Public Sarvié%EBoard

7 BRI B N

Member
Member
07/10/90
HARDYB.A4
37808/90001

33.



' HARDY COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1993

BOND RESQLUTION

Table of Contents

Subject Page
ARTICLE I
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS
Section 1.01. Authority for This Resolution 1
Section 1.02. Findings and Determinations 1
Section 1.03. Resolution to Constitute Contract 3
Section 1.04. Definitions 3
- ARTICLE II
AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT
Section 2.01. Authorization of Acquisition and
Construction of the Project o 7
ARTICLE ITI -
- AUTHORIZATION, TERMS, EXECUTION, REGISTRATION
AND ISSUE OF BOND
Section 3.01. Authorization of Bond 7
Section 3.02. Description of Bond 8
Section 3.03. Execution of.Bond 8
Section 3.04. ©Negotiability, Registration, Transfer
and Exchange of Bond 8
Section 3.05. Registrar . _ 9
Section 3.06. Bond Mutilated, Destroyed, Stolen or Lost 9
Section 3.07. Bond Secured by Pledge of Revenues 9
Section 3.08. Form of Bond 10

(FORM OF BOND)

ARTICLE IV
REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 4.01. Establishment of Funds and Accounts with 15
Depository Bank
Section 4.02. Bond Proceeds:

Project Construction Account 15
Section 4.03., Covenants of the Issuer as to Revenues
and Funds 18




Section
Section
Section
Section

Section
" Section
Section
Section
Section
Section

. Section
Section
Section
Section
Saction

Section
Section

Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section

5.01.
5.02.
5.03.
5.04.

5.05,.
5 006 .
$.07.
$.08.
5.05.
5.10.

5.11.
5.12.
5.13.
5.14.
5.15.

6.01.
6.02

7.01.
7.02.
7.03.
7.04.
7.05.
7.06.
7.07.
7.08.
7.05,
7.10.
7.11.

ARTICLE V
GENERAL COVENANTS

General Statement

Rates

Sale of the System

Issuance of Additional Parity Bonds
or Obligations

Insurance and Bond

Statutory Mortgage

Events of Default

Enforcement )

Fiscal Year:; Budget

Compensation of Members of Governing
Body

Covenant to Proceed and Complete
Books and Records; Audits
Maintenance of System

No Competition ‘

Tax Covenants as to Tax Exempt
Status of Bonds

ARTICLE VI
RATES, ETC

Initial Schedule of Rates and Charges
Further Covenants

ARTICLE VII
MISCELLANEQUS

Defeasance of. Bond

Filing Under Uniform Commercial Code
Delivery of Bond

Severability of Invalid Provision
Conflicting Provisions Repealed
Table of Contents and Headings
Modification or Amendment
Covenant of Dus Procedure,
Supplemental Resolution
Effective Time

1988 and 1990 Resolution

Etc.

<0
20
20

20 -
20
22
22
22
22

23
23
23
23
24

25
25

26
26
27
27
27
27
27
27
27
27
28



HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND CONSTRUCTION OF
PUBLIC SERVICE PROPERTIES AND ISSUANCE OF $330,000 WATER
SYSTEM REVENUE BOND, SERIES 1993 OF HARDY COUNTY PUBLIC
SERVICE DISTRICT ON A PARITY WITH 1988 AND 1990 BONDS To
FINANCE THE ACQUISITION AND CONSTRUCTION OF CERTAIN
BETTERMENTS AND IMPROVEMENTS AND EXTENSION OF AN EXISTING -
PUBLIC WATER SYSTEM; DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BOND; PLACING LIMIT ON SALE OF SYSTEMS;:
PROVIDING GENERALLY FOR THE RIGHTS AND REMEDIES AND SECURITY
OF THE HOLDERS OF THE BOND; PROVIDING STATUTORY LIEN ON
REVENUES AND SYSTEM; CONFIRMING RATES; PROVIDING GENERAL TERMS
AND PROVIDING WHEN THIS RESOLUTION SHALL TAKE EFFECT.

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

ARTICLE I

STATUTCORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for This Resolution. This Resolution

is adopted pursuant to the provisions of Article 13A, Chapter 16 of
the West Virginia Code, as amended (the "Act") and other applicable
provisions of law. '

Section 1.02. Findings and Determinations. It is hereby

found, determined and declared as follows:

Al Haray County Puplic Service District (tne 'Issuer”) is a
public service district created pursuant to the Act by The County
Commission of Hardy County.

B. The Issuer now has a public water system and desires to
improve and expand that system and 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 there be acquired and constructed
certain improvements, expenditures, extensions and betterments to
the existing public water system of the Issuer known as the
"System" by an extension of water lines, and (sometimes referred to
herein as the "System"), with all necessary appurtenant facilities
(the "Project"), and generally described as waterline extensions,
booster stations, a storage tank and necessary appurtenances
particularly described in and according to the plans and
specifications prepared by the Consulting Engineer and heretofoye
filed in the office of the Secretary~Treasurer of the Public
Service Board (the "Governing Body"} of the Issuer. The
censtruction and acguisition 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. It is necessary for the Issuer to issue its revenue bonds
in the aggregate principal amount cf $330,000 to finance a portion
of the cost of such construction in the manner hereinafter
pravided.

D. ~The estimated maximum cost of the construction of the
Project $1,330,000, of which $330,000 will be obtained from the
proceeds of sale of the Series 1993 Bond herein authorized,
$330,000 from a FmHA grant and $670,000 from small Cities Block
Grant. The cost of such construction shall be deemed to include,
without being limited to, the construction or acquisition of the
Project, the acquisition of any necessary property, real or
personal, or interest therein; interest on the Bond prior to,
during and for six months after completion of such construction to
the extent that revenues of the System are not sufficient therefor:
engineering and legal expenses; expenses for estimates of costs and
revenues: expenses for plans, specifications and surveys:; and such
other expenses as may be necessary or incidental to the
construction of the Project and the refunding and the financing
authorized hereby,

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

F. There are currently outstanding the obligations of the
Issuer with which the Bond will rank on a parity as to lien and
Source of and security for payment as follows:

(i) Water Revenue Bond of the Issuer, dated March 15,
1989 (the "1988 Bond") issued in the original principal amount of
$300,000 secured under the terms of the 1988 Resolution
(hereinafter defined).

(ii) Water Revenue Bond of the Issuer, dated July 12,
1990 (the "1990 Bond") issued in the original principal amount of
$50,000 secured under the terms of the 1990 Resolution (hereinafter
defined).

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

G. The Issuer is not in default under the terms of the 1988
or 1950 Bonds or the 1988 or 1990 Resolutions (hereinafter defined)
o°r 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 waiver thereof.



H. The estimated revenues to be derived in each year from
the operation of the System after completion of the Project will pe
sufficient to pay all the costs of the operation and maintenance of
the System, the principal of and interest on the Bend (as
hereinafter defined) and all debt sarvice, reserve fund and other
payments provided for hersin.

I. The Issuer has complied with all requirements of West
Virginia law relating to authorization of the construction, -
acquisition and operation of the Project and issuance of the Bond,
or will have so complied prior to issuance of the Bond including,
among other things, the imposition of rates and charges, the
consent and approval, pursuant to the Act, of the issuance of the
Bond by the Public Sexvice Commission of West Virginia by final
order and has entered into an intergovernmental agreement with the
Putnam County Commission relating to service to a few customers
outside the District.

J. It is in the best interests of the Issuer that the Bond
be sold to the United States Department of Agriculture, Farmers
Home Administration (the "Purchaser"), pursuant to the terms and
Provisions of a letter of conditions datsd March 22, 1891, and all
amendments thereto (collectively, the "lLetter of Condition®).

Section 1.03. Resolution to Constitute Contract. In

consideration of the acceptance of the Bond by the Purchaser, this
Resolution (the "Resolution®) shall be deemed to be and shall
constitute a contract between the Issuer and the Purchaser, and the
covenants and agreements set forth herein to be performed by the
Issuer shall be for the benefit, protection and sacurity of the
Registered Owner of the Bond.

Section 1.04. Definitions. - The following terms shall have
the fnlleowing meanings hersin unlesce the text otrarwise exnrassly
requires:

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

"Bond" means the $330,000 Water System Bond, Series 1993,
authorized hereby to be issued.

"Bonds" means the Bond, the 1982 and 1990 Bonds.

"19588 Bond" means the outstanding Bond of the Issuer dated
March 15, 1988, described in Section 1.02 (F) herein.

"1990 Bond” means the outstanding Bond of the Issuer dated
July 12, 1990, described in Section 1.02(F) herein.
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"Consulting Engineer" means Thrasher Engineering, 1Inc.,
Clarksburg, West Virginia, or any qualified engineer or firm of
engineers which shall at any time hereafter be retained by the
Issuer as Consulting Engineer for the System. :

"Costs™ or "Costs of the Project" means those costs described
in Section 1.02 hereof to be a part of the cost of acquisition and
construction of the Project.

"Depository Bank" means South Branch Valley National Bank,
Moorefield, West Virginia, a bank or trust company which is a
member of FDIC and its successors and assigns or such other
qualified bank or trust company designated by Issuer. ‘

"Facillities" or "water facilities" means all the tangible
Properties of the System and also any tangible properties which may
hereafter be added to the water system by addition, 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"™ mea:s each year 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 princiral of and interest on which are guaranteed
by, the United states =f America.

"Herein" means in this Resolution.

"Holder of the Bond" "Register Owner" or "Bondholder" or any
similar term means any person who shall be the registered owner of
the Bond.

"Issuer" "District" or "Borrower" means Hardy County Public
Service District, of Hardy County, West Virginla, and, where
appropriate, also means the Governing Body.

"Letter of Conditions" means the Letter of Conditions of FmHA
dated March 22, 1991. '

"Net Revenues" means the balance of the gross revenues, as
defined below, remaining after deduction only of Operating
Expenses, as defined below.

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

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

"Purchaser?", "FmHA", "Farmers Home Administration® or
"Government" means United States of America, United States
Department of Agriculture, Farmers Home Administration and any
sSuccessor thereof.

"Qualified Investments" means and include any of the
following: .

(a) Government Obligations;

(b) Governmert Obligations which have been stripped of
their unmature= in-2r=2s% coupons, interest coupons stripped
from Government Obligations, and receipts or certificates
evidencing payments from Government Obligations or interest
coupons strippad from Government Obligations;

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

(d) Any bond, debenture, note, participationt:ertif@cate
or other similar cbligations issued by the Federal National
Mortgage Association to the extent such obllqgthn 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 ;ime
certificates of deposit, time deposits or other similar
barnking arrangements) which, to the extent not insured by the
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FDIC or Federal Savings and Loan Insurance Corporation, shall
be secured by a pledge of Government Obligations, provided,
that said Government Cbligations pledged either must mature as
nearly as practicable coincident with the maturity of said
time accounts or must be replaced or increased so that the
market value thereof is always at least equal to the principal
amount of said time accounts;

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

(g) Repurchase agreements, fully secured by investments
of the types described in paragraphs (a) through (e) above,
with banks or national banking associations which are members
of FDIC or with government bond dealers recognized as primary
dealers by the Federal Reserve Bank of New York, provided,
that said investments securing said repurchase agreements
either must mature as nearly as practicable coincident with
the maturity of said repurchase agreements or must be replaced
oer increased so that the market value thereof is always at
least equal to the principal amount of said repurchase
agreements, and provided fuyrther 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;

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

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

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

"1988 Resolution" means the resolution providing for the 1588
Bonds, adopted October 19, 1988 as amended by resclution March 15,
1989.

"1990 Resolution" means the resolution providing for the 1390
Bonds dated July 12, 19%0.
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"Revenues”" or "gross revenues" means all rates, rents, fees,
charges or other income received by the Issuer, or accrued to the .
Issuer or any department, board, agency or instrumentality thereof
in caontrol of the management and eperation of the System, from the

operation of the System, and all parts therecf, all as calculated
in accordance with sound accounting principles.

"Secretary" means the Secretary of the Governing Body.

"System" means the Project initially, and all existing water
facilities owned by the Issuer and all Facilities and other
property of every nature, real or personal, now or hereafter owned,
held or used in connection with the System: and shall also include
anv and all additions. extensions, improvements, properties or
other facilities at any tlme acgulreda or CONSTrUCTEqd [OLf $a.iQ wacecs
System after completion of the Project.

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

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

ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction
Qf the Project. There is hereby authorized the acquisition and

construction of the Project, at an estimated cost of $1,330,000, in
accordance with the plans and specifications which have been
prepared by the Consulting Engineers, heretofore filed in the
office of the Governing Body. The proceeds of the Bond hereby
authorized shall be applied as provided in Article IV hereof.

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION
AND ISSUE OF BOND

Section 3.01. Authorization of Bond. Subject and pursuant to
the provisions hereof, the Bond of the Issuer to be known as "Water
System Revenue Bond, Series 1993" in the principal amount of
$330,000 is hereby authorized to be issued for the purpose af
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financing a pdrtion of the cost of the construction and acquisition
of the Project.

Section 3.02. Description of Bond. The Bond shall be issued
in single registered form, No. R-1, and shall be dated on the date
of delivery. The Series 1993 Bond shall bear interes:t frem date,
payable monthly at the rate of five per centum (S%) per annum and
shall be sold for the par value thereof.

The Bond shall be subject to. prepayment of scheduled monthly '
installments,; or any portien thereof, at the option of the Issuer
and shall be payable as provided in the Bond form hereinafter set
forth.

Section 3.03. Execution of Bond. The Bond shall be executed
in the name of the Issuer by the Chairman and its corporate seal
shall be affixed thereto and attested by the Secretary, and the
Chairman and the Secretary are hereby authorized to execute the
Bond and such other deocuments as are necessary to finalize this
transaction. 1In case any one or more of the officers who shall
have signed or sealed the Bond shall cease to be such officer of
the Issuer before the Bond so signed and sealed have been actually
sold and delivered. such Bond may nevertheless be sold and
delivered as herein provided and may be issued as if the person who
signed or sealed such Bond had not ceased to hold such office. Any
Bond may be signed and sealed on behalf of the Issuer by such
person as at the actual time of the execution of such Bond shall
hold the proper office in the Issuer, although at the date of such
Bond such person may not have held such officas or may not have been
SO authorized.

Section 3.04. Negotiability, Registration, Transfer and
Exchange of Bond. The Bond shall be and have all the gqualities and
incidents of negotiable instruments under the Uniform Commercial
Code of the State of West Virginia, but the Bond may only be
transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.05 hereof, by the party
in whose name it is registered, in person or by attorney duly
authorized in writing, upon surrender of the Bond for cancellation,
accompanied by delivery of a written instrument of transfer, duly
executed in a form acceptable to the Registrar. No interest in the
Bond shall be transferable excapt by means of trangfer of
registration of a Bond representing such interest and delivery gf
4 new Bond or Bonds in exchange therefor in accordance with this
Bond Legislation.

Whenever the Bond shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a new Bond or Bonds
in authorized denominations, for a like aggregate principal amount.
The Registrar shall require the payment by the new owner rquestlng
such transfer of any tax or other governmental charge required to
ke paid witn respect to such transfer, but the Issuer shall pay any
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~other expenses incurred by the Registrar with respect to such
transfer.

No registration of transfer of the Bond shall be permitted to
be made after the 15th day next preceding any installment .payment
date on the Bond.

Section 3.05. Registrar. The Issuer shall be the Bond
Registrar and will keep or cause to be kept by its agent at its
office, sufficient books for the registration and transfer of the
Bond, and upon presentation for such purpose, the Registrar shall,
under such reasonable regulations as it may prescribe, register the
Bond initially issued pursuant hereto and register the transfer, or
cause to be registered by its agent, on such books, the transfer of
the Bond as hereinbefore provided.

The Registrar shall accept the Bond for registration or
transfer only if ownership thereof is to be registered in the name-
of the Government, an individual (including joint ownership), a
corporation, a partnership or a trust, and only upon receipt of the
soclial security number of each individual, the federal emplover
identification number of each corporation or partnership or social
Security numbers of the sattlor and beneficiaries of each trust and
the name of the trustee cf each trust and/or such other identifying
number and information as may be required by law.

Section 2.06. Bond Mutilated, Destroved, Stolen or Lest. In

case the Bond shall beccme mutilated or be destroyed, stolen or
lost, the Issuer may in its discretion issue and deliver a new Bond
of like tenor as the Bond so mutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated Bond or in lieu of
and substitution for the Bond destroyed, stolen or lost, and upon
the holder’s furnishing the Issuer proof of his, her or its
ownership thareof and complying with such other reascnable
regulations and conditions as the Issuer may require. The Bond so
surrendered shall be canceled and held for the account of the
Issuer. If the Bond shall have matured or be about to mature,
instead of issuing a substitute Bond the Issuer may pay the same,
and if such Bond be destroyed, stolen or lost, without surrender
therecot.

Section 3.07. Bond Secured by Pledge of Net Revenues. The

bayment of the debt service of the Bond shall be secured forthwith
by a parity first lien on the Net Revenues derived from the System
on a parity with the 1988 and 1990 Bonds in addition to the
statutory mortgage lien on the System hereinafter prov¥dgd for.
The Net Revenues derived from the System in an amount sufficient to
pay the principal of and interest on the Bond, and tc make the
payments as hereinafter provided, are hereby irrevocably pledged to
the payment of the principal of and interest on the Bond as the
sSame become due all on a parity with the 1988 and 1330 Eonds.
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Secticn 3.08. Form of Bond. Subject to the provisions
hereaof, the text of the Bond and the other details thereof shall be
of substantially the Eollowing tenor, with such omissions,
insertions and variations as may be authorized or permitted hereby
O©T any resolution adopted after the date of adoption hereof and
' prior to the issuance thereof:
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(FORM OF BOND)

WATER SYSTEM REVENUE BOND. SERIES 1593

HARDY COUNTY PUBLIC SERVICE DISTRICT
$330,000

No. R=-1 Date: . 1993

FOR VALUE RECEIVED, HARDY COUNTY PUBLIC SERVICE DISTRICT
(herein called "Issuer") promises to pay to the order of the United
States of America, acting through the Farmers Home Administration,
Unitad States Department of Agriculture (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 Three Hundred
Thirty Thousand Dollars ($330,000), plus interest on the unpaid
principal balance at the rate of five per cent (5%) per annum. The
said principal and interest shall be paid in the following
installments on the following dates: Monthly installments of
interest only, commencing on the 30th day following delivery of the
Bond and continuing on the corresponding day of each month for the
first twenty-four (24) months after the date hereof, and $1621
covering principal and interest, thereafter on said corresponding
day of each month, except that the final installment shall be paid
at the end of forty (40) years from the date of this Bond, and
except that prepayments may be made as provided hereinbelow. The
consideration herefor shall support any agreement modifying the
foregoing schedule of payments.

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

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

Prepayments of scheduled installments, ox any portien thereoft,
may be made at any time at the option of Issuer. Refunds and extra
payments, as defined in the regulations of the Farmers Home
Administration 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
Issuer to pay the remaining installments as scheduled herein.

If the Government at any time assigns this Bond and insures

the payment thereof, Issuer shall continue to make payments to the
Government as collection agent for the holder.
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While this Bend is held by an insured lender, prepayments as
above authorized made by Issuer 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 aor an
annual installment due date basis. The effective date of evary
payment made by Issuer, except payments retained and remitted by
the Government on an annual installment due date basis, shall be
the date of the United States Treasury check by which the
Government remits the payment to the holder. The effective date of
any prepayment retained and remitted by the Government to tha
holder on an annual installment due date basis shall be the date of
the prepayment by Issuer, and the Government will pay the interest
to which the holder is entitled accruing between the effective date
of any sucn 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,
Oor otherwise under the terms of any sacurity 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 Issuer to the Government without
demand. Issuer agrees to use the loan evidenced hereby solely for
purpeses authorized by the Government.

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

This Bond, together with any additional bonds ranking on a
parity herewith which may be issued and outstanding for the purpcse
of providing funds for financing costs of additions, construction,
extensions and improvements of a water system (the "System") of the
Issuer, is payable solely from the revenues to be derived from the
operation of the System after there have been first paid grom such
revenues the reasconable current caosts of operation and malntenance
©f the System. This Bond does not in any manner constitute an
indebtedness of the Issuer 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 Issuer, as Bond
Registrar, but only in the manner, subject to the limitations and
upon payment of the charges, if any, provided in the herein defined
Bond Legislation, and upon surrender and cancellation of this Bond.
Upon such transfer a new Bond or Bonds, of authorized dencmination
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or denominations, for the like principal amocunt, will be issued to
The transfaree 1n exchange herefor.

This Bond, under the provisions of the Act, is and has all the
qualities and incidents c<©f 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, Articles 13A of Chapter 16 of the West
Virginia Code (herein called the "Act™) and a Resolution of the
Issuer (the Resolution).

If at any time it shall appear to the Government that Issuer
may be able to obtain a lecan from a responsible cooperative or
private credit source at reasonable rates and terms for locans for
similar purposes and periods of time, Issuer will, at the
Government’s raquest, apply £cr and accept such loan in sufficient
amount to repay the Government,

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

THIS BOND IS CON A PARITY AS TO LIEN AND SOURCE OF PAYMENT WITH
THE CERTAIN WATER REVENUE BONDS, SERIES 1988 AND 1990 OF THE
ISSUER DESCRIBED IN THE RESOLUTION.

The 1initial address of Government for purposes of bond
registration is P.0O. Box 678, Morgantown, WV 26505.

IN WITNESS WHEREOQOF, the HARDY COUNTY 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.

HARDY COUNTY PUBLIC
SERVICE DISTRICT

{SEAL)
By
Its Chairman
P.O. Box N
Moorefield, WV 26836
ATTEST:
By

ts Secretary
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{Form Of)

RECORD OF ADVANCES

et o o e T, S W d

AMOUNT DATE ~ AMOUNT DATE
(1) s (6) S
(2) s (7) S
(3) s (8)
(4) S (9) $
(5) s (10) $§
TOTAL $

(Form of Assignment)

ASSIGNMENT

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

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

DATED: .

In the presence of:
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ARTICLE IV

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

Section 4.01. Establishment of Funds and Accounts with
Depository Bank. The following special funds or accounts are
created and established with (or continued if previously
established by the 1988 Resolution), and shall be held by, the -
Depository Bank, separate, distinct and apart from all other funds
or accounts of the Depository Bank and from each other:

(1) Revenue Fund (established by the 1988 Resolution
and continued hereby);

(2) Project Construction Account;

(3} Depreciation Reserve (established by the 1988
Resolution and continued hereby);

(4) Reserve Fund (established by the 1988 Resolution
and continued hereby):;

(5) Earnings Fund (established by the 1988 Resolution
and continued hereby); and

(6) Rebate Fund (established by the 1988 Resolution and
continued hereby).

Section 4.02. Bond Proceeds; Project cConstruction Account.

All mcneys received frox the sale of any or all the Beonds shell -z
deposited on receipt by the Issuer in the Depository Bank, a member
of Federal Deposit Insurance Corporation (FDIC), in a special
account hereby now established and designated as "$330, 000 Hardy
County Public Service District Water System Construction Account™
(herein called the "Project Construction Account")}. The moneys in
the Project Construction Account in excess of the amount insured by
FDIC shall be secured at all times by such bank by securities or in
a manner lawful for the securing of deposits of state and municipal
funds under West Virginia law. Moneys in the Project Constructioen
Account shall be expended by the Issuer solely for the purposes
provided herein.

Until completion of the construction of the Project, the
Issuer will 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 regquired to make the monthly installment payments
on the Bond if there are not sufficient Net Revenues to make such
monthly payment.

If the Issuer shall determine at any time that all funds on
dsposlit in the Froject Construction Account exceed cthne estimacted
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disbursements on account of the Project for the ensuing 90 days,
the Issuer may invest such excess funds in Qualified Investments.

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

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

Section 4.03. gCovenants of the Issuer as to Revenues and

Funds. S50 long as any of the Bonds shall be outstanding and
unpaid, or until there shall have been set apart in the Reserve
Fund, a sum sufficient to pay, when due or at the earliest
practical prepayment date, the entire principal of the Bonds
remaining unpaid, together with interest accrued and to accrue
ClRLeUN, e L1oouci Lui tiiSe wwvSiidiioo willh Cic Lwuide. ol cle oond

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 Issuer in a
special fund in a bank or trust company in the State of West.
Virginia which is a member of FDIC, which PFund, Xknown as the
"Revenue Fund" originally established under the 1988 Resolution and
which is hereby continued hereunder with the Depository Bank. The
Revenue Fund shall constitute a trust fund for the purposes
provided herein and shall be kept separate and distinct from all
other funds of the Issuer and used only for the purposes and in the
manner provided herein.

(B) Disposition of Revenues. All Revenues at any time on
deposit in the Revenue Fund shall be disposed of only in the
following order and priority subject to the provisions of Section
4.04 of the 1988 Resolution not otherwise modified herein:

(1) The Issuer shall first each month pay from the meoneys in
the Revenue Fund all current Operating Expenses.

(2) The Issuer shall next, each month, on or before the due
date of payment of each installment on the Bonds, transfer from the
Revenue Fund and remit to the National Finance Office designated in
the Bond (or such other place as may be provided pursuant to the
Bonds), the amount required to pay the interest on the Bonds, and
to amortize the principal of the Bonds over the respective lives of
each Bond issue. All payments with respect to principal of and
interest on the Bonds shall be made on an equal pro rata basis in
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accordance with the respective aggregate principal amounts thereof
outstanding and on a parity with each other.

{3) The Issuer shall next, on each date that payment is made
as set forth in (2} above, transfer from the Revenue Fund and remit
Lo the Depository Bank for deposit in the Reserve Fund, 1/12th of
1/10th of the amount, as of the date of calculation, equal to the
maximum aggregate amount of principal and interest which will
become due on the Bonds in any year, until the amount in the
Reserve Fund equals such maximum amount {(the "Resarve
Requirement"). After the Reserve Requirement has been accumulated
in the Reserve Fund, the Issuer shall monthly depesit into the
Reserve Fund such part of the moneys remaining in the Revenue Fund,
after such provision for payment of monthly installments on the
Bonds and for payment of Operating Expenses of the System, as shall
be required to maintain the Reserve Requirement. Moneys in the
Reserve Fund not required to be transferred to the Earnings Fund
pursuant to Section 4.04 of the 1988 Resolution shall be used
solely to make up any deficiency for monthly payments of the
principal of and interest on the Bonds to said Natienal Finance
. Office (or other place provided) as ciae same shall become due or
for prepayment of installments on the Bonds, or for mandatory
pPrepayment of the Bonds as hereinafter provided, and for no other
Purpose, on an equal pro rata basis in accordance with the
respective aggregate principal amounts thereof outstanding and on
a parity with each other.

(4) The Issuer shall next, on each date that payment is made
as set forth in (2) above, transfer from the Revenue Fund and
deposit in the Depreciation Reserve, the moneys remaining in the
Revenue Fund and not permitted toc be retained therein, until there
has been accumulated in the Depreciation Reserve the aggregate sum
of $51,650, and thereafter such sums as shall be required to
maintain such amount therein. Moneys in the Depreciation Reserve,
other than any sum or sums required to be transferred to the
Earnings Fund pursuant to Section 4.04 of the 1988 Resolution,
shall be used first to maks up any deficiencies for monthly
pPayments of principal of and interest on the Bonds as the same
become due, and next to restore to the Reserve Fund any sum or sums
transferred therefrom other than pursuant to Section 4.04 of the
1988 Resolution, all on a pro rata basis. Thereafter, and provided
that payments into the Reserve Fund are current and iq accordance
with the foregoing provisions, moneys in the Depreciation Reserve,
other than any sum or sums required to be transferred to the
Earnings Fund pursuant to Section 4.04 of the 1988 Resolution, may
be withdrawn by the Issuer and used for extraordinary repairs and
for replacements of equipment and improvements for the System, or
any part thereof.

(3) After all the foregoing provisions for use of moneys.in
the Revenue Fund have beéen fully complied with, moneys remalning
therein and not permitted tc te retained therein, if any ("Surplus
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Revenues"), may be usad to prepay installments of the Bonds, pro
rata, or for any lawful purpose.

Whenever the money in the Reserve Fund (other than moneys -
required to be transferrad to the Earnings Fund pursuant to Section
4.04 of the 1988 Resoclution) shall be sufficient to prepay the
Bonds in full, it shall be the mandatory duty of the Issuer,
anything to the contrary herein notwithstanding, to prepay the
Bends at the earliest practical date and in accordance with -
applicable provisions hereof. ‘

The Depository Bank is hereby designated as the Fiscal Agent
for the administration of the Reserve Fund, the Depreciation
Reserve, the Earnings Fund and the Rebate Fund herein provided, and
all amounts required for the Reserve Fund and the Depreciation
Reserve will be deposited therein by the Issuer upon transfers of
funds from the Revenue Fund at the times provided herein, together
with written advice stating the amount remitted for deposit into
each such fund. _

All the funds provided for in this Section, except with
respect to the Rebate Fund and Excess Investment Earnings (as
defined in the 1988 Resolution) in the Earnings Fund, which shall
be held for rebate to the United States free from any such lien or
trust, shall constitute trust funds and shall be used only for the
purposes and in the order provided herein, and until so used, the
Purchaser shall have a 1lien thereon (other than such Excess
Investment Earnings in the Earnings Fund and the Rebate Fund as
aforesaid) for further securing payment of the Bonds and the
interest thereon, but the Depository Bank shall not be a trustee as
to such funds. It is to be understood that all funds in the Rebate
Fund shall be held free and clear of any such lien or trust and
shall only be used for the purposes set forth in the 1988
Resolution notwithstanding anything else herein to the contrary.

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 tc those which would otherwise be required to be made on
the subsequent payment dates.

Subject to the 19838 Resolution, the Depository Bank, at the
direction of the Issuer, shall keep the moneys in the Reserve Fund,
the Depreciation Reserve, the Earnings Fund and the Rebate Fund
invested and reinvested to the fullest 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 wvalue of accrued interest and
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giving effect to the amortization of discount, or at par.if such
investment is held by the "consolidated fund" managed by the West
Virginia State Board of Investments. Any investment shall be held
in and at all times deemed a part of the fund or account in which
such moneys were originally held, and interest accruing thereon any
profit or loss realized from such investment shall be credited or
charged to the appropriate fund or account. Subject to the 1988
Rescolution, earnings upon moneys in the Reserve Fund, so long as
the Minimum Reserve is on deposit and maintained therein, shall be
paid annually in January inte the ‘Revenue Fund by the Depository
Bank and used for prepayment of the principal of the Bonds:
provided, however, notwithstanding any provisions of the 1988
Resoluticn to the contrary, any amounts remaining in the Earnings
Fund following transfer to the Rebate Fund pursuant to the last
sentence of Section 4.04A of the 1988 Resclution shall be
transferred to and deposited in the Revenue Fund and thereafter
immediately used for prepayment of principal of the Bonds on a pro
rata basis, so long as the Bond is outstanding.

(C) change of Depository Agent and Fiscal Agent. The Issuer

may designate another bank or trust company insured by FDIC as
Fiscal Agent and Depository Bank if the aforesaid Bank should cease
for any reascon to serve or if the Governing Body determines by
resolution that said Bank or its successor should no longer serve
as Fiscal Agent or Depository Bank. Upon any such change, the
Governing Bedy 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 Bond, provide evidence that there will be 140 bona fide users
initially upon the System, and must obtain user agreements and the
user contribution, if any, from each new user and deposit in.the
Water Project Construction Account all such user contributions
collected.

(E) Charges and_ Fees. The Issuer shall remit from the
Revenue Fund to the Depository Bank such additional sums as shall
be necessary to pay the charges and fees of the Depository Bank
then due.

(F) Investment of Excess Balances. The moneys in excess of
the sum insured by the maximum amounts insured by FDIC in any of
such funds or accounts shall at all times be secured, to the full
extent therecof in excess of such insured sum, in a lawful manner
for securing deposits of state and municipal funds under the laws
of the State.

(G) Remittances. All remittances made by the Issuer to the
Depository Bank shall clearly identify the fund or account 1into
which each amount is to be depositad.
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(H) Gross Revenues. The Gross Revenues of the System shall
only be used for purposes of the Systenm.

ARTICLE V
GENERAL COVENANTS

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

Section 5.02. Rates. The Issuer will, in the manner provided
in the Act, fix and collect such rates, fees or other charges for
the services and facilities of the System, and revise the same from
time to time whenever necessary, as will always provide revenues in
- @ach fiscal year sufficient to produce Net Revenues equal to not
less than 110% of the annual debt service on the Bond and to make
the payments required herein into the Reserve Fund and the
Depreciation Reserve and all the necessary expenses of operating
and maintaining the System during such Fiscal Year and such rates,
fees and other charges shall not be reduced so as to be
insufficient to prov.de zdequate Revenues for such purposes.

Section 5.03. 3Sale of the System., The System will not be

sold without the prizcr written consent of the Purchaser so lopg.as
the Bond is 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 the Revenues of the System or any part thereof shall be issued
after the issuance of the Bond pursuant hereto except with the
prior written consent of the Purchaser.

Section 5.05, Insurance and Bond. The Issuer hereby

covenants and agrees that it will, as an expense of construction,
operation and maintenance of the System, procure, carry gnd
maintain, so long as the Bond remains outstanding, insurance with
a reputable insurance carrier or carriers covering the folleowing
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 or
the System in an amount equal-tc the full insurable value thereof.
In the event of any damage to or destruction of any portion of the
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System, the Issuer will promptly arrange for the application of the
insurance proceeds for the repair or reconstruction of such damaged
or destrcocyed 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 Liabilityv 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/cr 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 data
of delivery of the Bond.

(c) Vehjcular Public Liabilit nsurance, in the event the
Issuer owns or operates any vehicle in the operation of the Systenm,
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 tc 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 acquisiticn or commencement of operation of any such
vehicle for the Issuer.

(d) Wo en’s Compensation Coverage for all Emplovees 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 or each prime contractor, and such payment bonds
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 insurance will be maintained as required by the laws
©f the State of West Virginia.

(e) ZEidelity Bonds will be provided as to every member of the
Governing Body and .every officer and employee of the District
having custody of the Revenue Fund or of any revenues or other
funds of the System in an amount at least equal to the total annual
debt service requirements for all outstanding FmHA loans.

(f) Flood Insurance to be procurasd, to the extent available
at reascnable cost to the Issuer,

{g) Provided, however, and in lieu of and notwithstgndlng the
foregoing provisions of this Section, during construction of phe
Project and so long as the Bond is outstanding, the Issuer Wwilill
carry insurance and bonds or cause insurance and bonQS to be
carried for the protection of the Issuer, and during such
=enstruction will reguire each ccntracter and subcontractor to
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carry insurance, of such types and in such amounts as the Purchaser
may specify, with insurance carriers or bonding companies
acceptable to the Purchaser.

Section 5.06. Statutory Mortgage. For the further protection
of the Holder of the Bond, a statutory mortgage lien upon the
System is granted and created by the Act, which statutory mortgage
- lien is hereby recognized and declared to be valid and binding and
shall take effect immediately upon delivery of the Bond.

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 Bend at the Adate specified for payment
thereof; and/or

(b} Failure duly and punctually to observe or perform any of
the covenants, conditions and agreements on the part of the Issuer
contained in the Bond or herein, or violation of or failure to
observe any provision of any pertinent law or the Bond 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 and shall have all rights prescribed by the
Act, W.Va. Code and other applicable law.

Upon application by the Purchaser, such court may, upon proof
of such default appoint a receiver for the affairs of the Issuer
and the System. The Receiver so appointed shall administer the
System on behalf of the Issuer, shall exercise all the rights and
powers of the Issuer with respect to the System, shall proceed
under the direction of the Court to obtain authorization to
increase rates and charges of the System, and shall have the power
to collect and receive all revenues and apply the same in such
manner as the court may direct.

Section 5.09. Fiscal Year; Budget. While the Bond is
outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operated and maintained on a Fiscal Year basis
commencing on July 1 of each year and ending on the following June
30, which period shall also constitute- tha. budget . year .for the
operation and maintenance of the System. Not later than thirty
days priocr to the beginning of each fiscal year, the Issuer agrees
te 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
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Year unless unéhimously authorized and directed by the Governing
Body. Copies of each Arnual Budget shall be delivered to the
Purchaser by the beginning of each Fiscal Year.

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

Section 5.10. Compensation of Members of Governing Baody. The

Issuer hereby covenants and agrees that no compensation for policy
direction shall be paid to the members of the Governing Body in
€xcess of the amount permitted by the Act. Payment of any
compensation tc 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,. B

Section 5.11. Covenant to Proceed and Complete. The Issuer

hereby covenants to proceed as promptly as possible with the
construction of the Project to completion thereof in accoerdance
with the plans and specifications prepared by the Consulting
Engineer and on file with the Secretary on the date of adoptioen
hereof, subject to permitted changes.

Section 5.12. Books and Records; Audits. The Issuer will

keep books and records of the System, which shall be separate apd
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 further covenants to 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 cperate, in an economical and efficient
fanner, and maintain the System as a revenue-producing utility -as
Rerein provided so long as the Bond is cutstanding.
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Section 5.14, No_ Competition. Te 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 ta or allow the granting of any
franchise, permit or other authorization for any person, firm,
corporation, public or private body, agency or instrumentality
whatscever to provide any of the services supplied by the System
within the boundaries of the Issuer or within the terrltory sexved
by the System.

Section 5.15. ¥ Covena t as t - Exem Status o Q .

1. The District covenants that (a) it shall not permit or
cause to be done any act or thing which would result in the loss of
exampticn from tax of interest on the Bond under Section 103 (a) of
the Internal Revenue Code and the regqulations thereunder, or under
any successor or similar provision of the Internal Revenue Code
hereinafter enacted and applicable to the Bond, and regulations
thereunder; (b) it shall not invest or otherwise use or permit or
cause to be invested or used, any of the proceeds of the Bond, or
meneys deemed to be proceeds of the Bond under the Internal Revenue
Code, directly or indirectly, in any manner whicn would result in
such Bond being classified as an "arbitrage bond" within the
meaning of Section 148 of the Internal Revenue Service Code or
regulations thereunder, and each shall comply with the requirements
of such Section and (c) no part of the proceeds of the Bond or any
funds held under the Ordinance shall at any time be used directly
or 1nd1rectly for any purpose for which would cause the Bond to be
subject to treatment as an "private activity bond" under the
Internal Revenue Code or requlations thereundar and to that end tpe
District will compLy with the applicable law as Long as tie sond is
outstanding.

2. Tax Covenants. The District hereby further covenants and
agrees as follows:

a. PRIVATE BUSINESS USE LIMITATION. The District shall
assure that (i) not in excess of 10% of the Net Proceeds of the
Bond used for private business use is, in addition, the payment of
more than 103 of the principal or 10% of the interest due on the
Bond during the term thereof is, under the terms of the Bond or any
underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for a private business use
or in payments in respect of property used or to be used for a
private business use or is to be derived from payments, whether or
not to the District, in respect of property or borrowed money used
or to be used for a prlvate business use, and (ii) and that, in the
event that both (A) in excess of 5% of the Net Proceseds of the Bond
are used for a private business use, and (B) an amount in excess of
5% of the pr1nc1pal or 5% of the interest due on the Bond during
the term thereof is, under the terms of the Bond or any underlylng
arrangenent, dlrectly or indirectly, secured by any interest in
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property used or to be used for said private business use or in
Payments 1in respect of property used or to be used for the
District, in respect of property or borrowed money used or tc be
used for said private business use, then said excess over said 5%
or Net Proceeds of the Bonds used for a private business use shall
be used for a Private Business Use related toc the governmental use
of the Project, or if the Bonds are for the purpose of financing
more than one project, a portion of the Projaect, and shall not
exXceed the proceeds used for the governmental use of that portion
of the Project to which such private business use is related.

B. PRIVATE LOAN LIMITATION. The District shall assure that
not in excess of 5% of the Net Proceeds of the Bond are used,
directly or indirectly, to make cr finance a loan (other than loans
constituting Nonpurpose Investments) to persons other than state or
local government units.

C. FEDERAL GUARANTEE PFROHIBITION. The District shall not
take any action or permit or suffer any action to be taken if the
result of the same would be to cause the Bonds to be "federally
~gQuaranteed" within the meaning of Section 149 (b} of the Code and
Regulations promulgated thereunder.

D. INFCRMATION RETURN. The District will file all
Statements, instruments and returns necessary to assure the tax-
exempt status of the Bond and the interest thereon, including
without limitation, the information return required under Section
14% (3) of the Code.

E. FURTHER ACTIONS. The District will take any and all
actions that may be required of it (including those deemed
necessary by the Holder) so that the interest on the Bond will be
and remain excludakle from gross income for federal income tax
purposes, and will not take any actions, or fail to take any
actions (including those determined by the Holder) which would
adversely affect such exclusion.

ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges.

A. The initial schedule of rates and charges for the services
and facilities of the System shall be as set forth on an Qrder of
the Public Service Commission dated May 29, 1992 in Case Number 92-
0435-PWD-30B, which order is incorporated herein by reference and
is made a part hereof.

Secticn 6.02. Further Covenants
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The District hereby further covenants and agrees as follows:

(2) There shall not be any discriminaticn or differential in
rates bhetween customers in similar circumstances.

(b} All delinquent fees, rates and charges for services or
facilities of the System shall be liens con 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.

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

(d) 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 requlations ¢? the Public Service Commission of West
Virginia. :

ARTICLE VII
MISCELLANEOUS

Section 7.01. Defeasance of Bond. If the Issuer shall pay or
there shall otherwise Le paid, to the Holder of the Bond, the
Principal of and interest due or to become due thereon, at the
times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Bond, the pledge of Net
Reveriues and other moneys and securities pledged under this Bond
Legislatien and all covenants, agreements and other ocbligations of
the Issuer to the Registered Owner of the Bond, shall thereupon
cease, terminate and become void and be discharged and satisfied.

Section 7.02. Filing Under Uniform Commercial Code.
Contemporaneously with the delivery of the Bond, the Issuer shgll
execute Financing Statements and promptly thereafter shall file
Such a Financing Statement in the offices of the Secretary of State
cf West Virginia and cf the Clark cf the County Commission of said
County, :
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Section 7.03. Delivery of Bond. The Chairman and Secretary-
Treasurer of the Governing Body are hereby authorized and directed
Co cause the Series 1993 Bond, numbered R-1, 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 Tnvalid Provision. If any one
or more of the covenants, agreements or provisions hereof should be
held contrary to any express provision of law or contrary to the
policy of express law, although not expressly prohibited, or
against public peolicy, or shall for any reason whatscever be held
invalid, then such covenants, agreements or provisions shall be
null and void and shall be deemed separable from the remaining
covenants, agreemerts or provisions hereof, and shall in no way
affect the validity of all the other provisions hereof or the Bond.

Section 7.05. conflicting Provisions - Repealed. 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.

Section 7.07. Modification or Amendment. The Bond

Legislation may not be modified or amended after final passage
without the prior written consent of the Purchaser.

Section 7.08. Covenant of Due Procedure, Etc. The Issuer

covenants that all acts, conditions, things and procedures required
to exist, to happen, to ke 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 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 7.09. Supplemental Resolution. The District may pass
such supplemental rescolution, if necessary, to effectuate the
purposes and intent of this resolution.

Section 7.10. Effective Time. This Resolution shall take
effect immediately upon its adoption.
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Section 7.11. 1988 and 1990 Regolutions. The 1988 and 1990
resalutions and all parts not expressly hereby changed shall
continue in full force and effact.

Adopted this 7th day of June, 1993.

HARDY COUNTY PUBLIC
SERVICE DISTRICT

BYMJ%»X

Chairman of Public Sey¥vice Board

by Hedlrit . Ao~

Mamber
(SEAL) Member
Attast: )
By Zr/ ‘77?}
Secretary
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CERTIFICATION

I, £4 [Zz?rgéd)z + Secretary of the Public Service Board of
the Harxrdy Public Service District, hereby certify that the
foregoing is a true and correct copy of the Resclution of a special
meeting of said Public Service Board held June 7, 1993. I further
hereby certify that the action of said Public Service Board set
forth therein remains in full force and effect and has not been
amended or repealed. |

WITNESS my signature on this 7th day of June, 1993.

Secretary
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‘ STATE OF WEST VIRGINIA,
COUNTY OF HARDY, TO-WIT:

The foregoing instrument was acknowledged before me Fhiﬁ_?th
day of June, 1993, oy mactaew . Gapp, the Chalrman au cae Haluy
County Public Service District, a Publio/Corporation, op behalf of

7

the Corporation. /

NOTARY PUBLIC
My commission expires ’ﬁh/4253479/

(Affix Notary Seal)
AAAALAALSAMAAAAAAAAAAAALAALS A

OFFICIAL SZAL g
NOTARY PUBLC E
»

EEVYY

STATE CF WEST VRGINIA
TERESA 0. SHERMAN
415 Jachsan Avenug
Mocraiisld, WV 20838
My Zcmmiasien sxaian Cetobar a5 1094
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" . STATE OF WEST VIRGINIA,
COUNTY OF HARDY, TO-WIT:
The foregoing instrument was acknowledged before me this 7th

day of June, 1993, by Matthew G. Gapp, the Chairman of the Hardy
County Public Service District, a Public Corporation, on behalf of
j!

the Corporation. L
] -

PUBLIC

NOTARY
My commission expires /o) / 9’7{/979! .

(Affix Notary Seal)
FYVVVVVIVVVIFVIVVIVVVIFEFVVVVVY

OFFICIAL STAL 4
NOTARY PUBLIC
STATE OF WEST VIRGINWA

FYVVVEVVVVN

TEAESA Q. drgnsan .
418 Jackaagn lommus
Moorsfisid, WY 20438
My Comwmson ssoves Ctooer 25, 1904
YYYYITYYYTIYYVYYY

1993 10:00 a.m.

STATE OF WEST VIRGINIA. Hardy County Commission Clerk’s Office June 22,
The foregoing Instrument, together with the certificate of its aclnowledgment, was this day presented in

said office and admitted to record.
Clerk.

CAETO & MANWIS IEE., SPUNCEN, ¥. Vi, 1q.00020 ne DO81d4-01
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HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THZ ACQUISITION AND CONSTRUCTION OF PUBLIC SZIRVICE
PROPERTIES AND ISSUANCE OF PARITY TAXABLE WATER REVENUE BOND (PHASE III)
SERIES 1995A, OF THE HARDY COUNTY PUBLIC SERVICE DISTRICT, IN THE BMOUN%
OF $320,0C0, TQ FINANCE THE ACQUISITION AND CONSTRUCTION OF IMPROVEMENTS
TO A PUBLIC WATER SYSTEM; DEFINING AND PRESCRISING THE TTRMS AND
PROVISIONS OF THE BCND; PROVIDING FOR INTERIM CONSTRUCTICN FINANCING;
PLACING LIMIT CN SALBE OF SYSTEM; PROVIDING GENERALLY FOR THZ RIGHTS AND
REMEDIES AND SECURITY OF THY HOLDERS OF THE BOND; PROVIDING STATUTORY LIEN
CN REVENUES AND SYSTEZM; PROVIDING FOR THE ADOPTION, RATIFICATION, AFPROVAL
AND COLLECTION CF RATES AND CHARGES FOR THE PUBLIC WATER SYSTEM;
AUTHORIZING WATER PURCHASE CONTRACT WITH TOWN OF MOOREFIZLD; AND PROVIDING
GENERAL TERMS AND PROVIDING WHEN THIS RESOLUTION SHALL TAXZ EFFEZCT.

BE IT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF HARDY COUNTY
PUBLIC SERVICE DISTRICT, MCOREFIELD, WEST VIRGINIA:
ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEPINITIONS

Saction 1.0l1. Authority for this Resolution. This Resolution is adopted
pursuant to the providiona of Article 13A, Chaptar 16 of the West Virginia cCode,
23 amended (the "Act") and other applicable proviasions of law.

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

A. Hardy County Public Service Diatrict {the "PSD" or "Issuaer") is a
public service district created pursuant to the Act by an order iasued by The
County Commission of Hardy County, locatad in Hardy County, Weat Virginia.

B. The Igsuer now has a public water system and desires to improve and
expand that systam and 1t is deamed essential, convenliant and daslirable for the
health, welfare, safsty, advantage and convenience of the inhabitants of the
Issuer and, accordingly, it ls hereby ozdaersd, that thera be acquired and
congtructed certain additions, bettarments and improvementa to the exiating
public water systam of the Isauer known as the "System" (sometimes referrasd to
hersin as the "System") ac as to improve the public health, comfort and
conveniencs of residents of the Public Service District, 4including the
construction and installation of all necessary appurtenant facilitiles consisting
of a water distribution sysdtem known as rural Phase III to serve residents of
Butterville, Fisher, Frosty Bollow, 1 mile along U.S. Route 220 North, 1/2 mile
on County Route 220/4 and adjacent areas (the "Project"), and generally described
as water line extensiona, pumpa, pumping stations, water plant improvementsa and
necessary appurtanances particularly described in and according to the plans and
speclfications prepared by the Congulting Engineer for the Project and heretofors
filed in the offica of the Secretary of the Public Service Board {the "Governing
Body") of the Issuer. The construction and acquisition of the Project and thea
financing hersby authorized and provided for are public purposes of the Issuer
and are orderad for the purpose of meeting and serving public c¢onvenience and
necesgity.

c. It is necessary for tha Issuer to igsuas its rasvenua bond in the
aggregats principal amount of $320,000 to finance a portion of the costs of such
conatruction in the manner herainafter provided. '

D. Tha eatimated maximum cost of tha conatruction of the P;oject ia
31,410,000, which will be obtained from the proceeds of sala of the Serias 1995A
Bond herein authorized and from grants to be made by RECD, as hereinafter




defined, and by the State of Weat vVirginia, in the amounta of 0,0
$690,0Q0, regpectively. The coat of such construction shall t::odéaggda:g
include, without being limitad to, the ¢onetruction or acquisition of the
Project, tha acquisition of any necessary Property, real or Feraonal, or an
interest therein; intarsat an the Bond priecr to, during and for six {6) months
after completien of such construction to the extaent that revenues of the Systen
are not sufficient therefor; engineering and lagal expenses; expenses for
estimates of coets and revenues; expenses for plans, srecificaticns and survays;
and such other expenses as may be necassary or incidaental to the construction of
the Project and the financing authorizad hareby.

. E. The period of usefulnass of the Systam after completion of the
Project is not leass than forty (40) yeara.

] F. There are currently outstanding tha obligations of the Iseuar with
which the Bond will rank on 2 parity aas to lien and source of and Becurity for
Payment as followa:

(1) Water Revenue Bond of the Issuer, dated March 15, 1988 (the
1988 Bond") issued in the original principal amount of $300,000 eecured under
the terms of the 1988 Resolution (hereinaftar defined); .

(11) Water Revenue Bond of the Iseuer, dated July 12, 1990 (the
1990 Bond") igsued in the original principal amount of $50,000 secursd under the
terms of the 1990 Resolution (hereinafter defined); and

- (iii) Water System Ravanue Bond of the Iasuer, dataed June 22, 1993
(the "1993 Bond") issued in the original principal amount of $330,000 secured
under the terms of the 1993 Resoclution (herainafter defined},

With the exception of the bonds described above and the 19958 Series Bond,
there are no other outstanding bonds or obligations of the Iasuser which will rank
Prior to or on a parity with the Bond as to lien, pledge and/or source of and
security for payment.

G. The Issuer i3 not in default under tha terms of the 1988 Rasolution,
the 1990 Resolution and the 1993 Resolution or any document in connaction
tharewith, and haa compliad with all requirements of all the foregoing with
respact to the igsuanca of parity bonds or has obtained a sufficiant and valid
waiver thereocf,

H. The estimated revenues to be derived in each year from the operation
of the System after completion of the Project will be sufficient to pay all the
coats of the operation and maintenanca of the Systam, the principal of and
interdést on the Bond (as hereinafter defined) and all debt service, reserve fund
and other payments provided for herein.

I. The Isauer has complied with all raquirements of Waest Virginia law
relating to authorization of the conetruction, acquisition and operation of the
Project and issuanca of the Bond, or will have so compliad prior to issuance of
the Bond including, among other things, the imposition of rates and charges, tha
consent and approval, pursuant to the Act, of the issuance of the Bond by the
Public Service Commiasion of West Virginia by final order.

Je It i3 in the best interests of the Igsuar that the Bond be aold to
the United states Department of Agriculture, Rural Economic and Community
Development, successor in interest to the Farmers Home Administration (the
"Purchaser" or "RECD"), pursuant to the tarma and provisions of a letter of
conditions dated April 8, 1994, and all amendments thereto (the "Letter of
Conditiona").




K. = Tha Issuer has also made arrangsments for intarim financing as
requested by RECD and deems it to be in the best intersata of the Isauer to enter
into a Credit Agrsement and aex2cute a note or notas in the initial amount of
$320,000 payabls to any interim construction or financing lender which lender ias
initially South Branch Valley Natlional Bank. :

Saction 1.03. Resolution to Constituta Contract. In consideration of
the acceptance of the Bond by the Purchaser, this Resolution (the "Resolution®)
shall be deemed to be and shall constitute a c¢ontract between the Issuer and the
Purchager, and the covenants and agreementa set forth herein o be rerformed by
the Issuer shall be for the benafit, protection and gsecurity of the Regiztared .
Cwner of the Bond. .

Section 1.04. Definitions. The following terms ahall have <tha
following meanings herein unlass the text otherwise axpregsly requirea:

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

.

"1995A Series Bond" means the $320,000 Taxable Water Revenue Bond (Phase
III) authorized by this resclutionm.

19958 Series Bond" meana the $280,000 Taxable Water Revenue Bond
(Wardensville Extension} authorized by the Iassuer in a smeparata resolution.

"Bond" means the $320,000 Taxable Watar Revenue Bond (Phase III), Series
1995A, authorized hereby to be issuad.

"Bonda" means the Bord, tha 19838, 1990, 1993 and 19953 Saries Bondas.

71988 Hond" means tha osutstanding Bond of tha Isauer dated March 15, 1988,
described in Section 1.02 F.(i) herein.

11990 Bond" means the ocutatanding Bond of the Issuer datad July 12, 1990,
described in Ssction 1.02 F.(4ii) harain.

"1993 Bond" means the outstanding Bond of the Issuer datad June 22, 1993,
described in Section 1.02 F.(iii) herein.

"Chairman" means the Chairman ¢f the Governing Body.

"Consulting Engineer” means Thrasher Engineering, Inc., Clarksburg, West
Virginia, or any qualifiesd engineer or firm of engineers which shall at any time
hereafter be retained by the Isauer as Consulting Engineer for theae System.

"Coatas" or "Costs of the Project" meana those coats dascribed in Section
1.02 hereof tc be a part of the cost of acquisition and construction of the
Project.

"Dapository Bank" means lnitially the South Branch Valley National Bank,
Mooraefield, West Virginia, a bank or trust company which is a member of FDIC and
its successors and assigna or such other gualified bank or trust company
designated now or hereafter by Issuer.

"Pacilities" or "water facilities" means all the land and tangible
properties of the System and also any tangible properties which may persafter be
added to the water system by addition, bettermenta, extensiona and improvements
thereto and properties, furnitura, fixtures or equipment thersfor, hereafter at
any time constructed or acgquired.

"FDIC" meana tha Federal Deposit Insurance Corporation.




"Fiscal Ygar" means each year beginning on July 1 and enaing on the
~ succeeding June 30,

"Governing Bedy" means the Public Servics Board of tha Isauer.

"Government Obligations" means direct obligations of, or obligations the

principal of and intersst on which are guaranteed by, the United States of
America.

"Herein” meansa in this Resclution.

"Holder of the Bond" or any aimilar term meana any person wheo shall be the
registered owner of the Bond.

"Isauer" or "Public Service Diatrict” means Hardy County Public Service
District, Hardy County, West Virginia, and, where appropriate, alao means the
Governing Body.

“lLattar of Conditions' means the Letter of Conditiona of the Farmers Edme
Administration, now known as RECD, succesaor in interest to the Farmers Home
Adminiatration, dated April 8, 1994, and any other amendments thereto.

"Net Revenues" means the balance of the groass revenues, as defined below,
remaining after deduction only of Operating Bxpenaes, as defined below.

"Operating Expenses" means the current expensesa, pald or accrued, of
operation and maintenance of the Systam and its facilities, and includes, without
limiting the generality of the foregoing, insurance premiums, salariee, wages and
administrative expensaes of the Issuer relating and chargsakle solely to the
System, the accumulation <f appropriate reserves for chargea not annually
recurrent but which ara such as may reasonably be expscted to be lncurred, and
such cother reascnable operating costs as are normally and reqgularly included
under recognizad accounting practices, and retention of a sum not to exceed
one—-sixth of the budgeted orperating axpenaes stated above for the current year
as working capital, and language herein requiring payment of cperating expenses
means also retenticn of not o exceed auch sum as working capital, provided that
all monthly amortizaticn payments upon the Bonda and into the Reserve Fund and
Depreciation Reserve have been made to the lagt monthly payment date prior to the
date of such retention.

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

"Purchaser”, "RECD, acting on bLehalf of the Rural Utilitias Servics,
successor in intereat to the Farmers Home Administration™, "Rural BEconemic and
Community Development, acting on behalf of the Rural Utilities Service, successor
in interest to the Farmers Home Administration" or "Government" means United
States of America, United States Department of Agriculture, Rural Economic and
Community Development, acting on behalf of the Rural Utilities Service, successor
in interest to the Farmers Home Administration, and any successor thersof.

"Qualified Investments" means and include any of the followling:
{a}) Government Obligations;

{b) Government Obligationa which have been stripped of their
unmatured intaerest coupons, interest coupcna stripped from Government
Cbligations, and r2ceipts or certificates avidancing payments from
Government Obligations or Lnterest coupons stripped from Government
Obligaticna; :

(c) Bonds, dabentures, notas or other evidence of indebtedness
issued by any of the following agencies: Banks for Cooperatives; Faderal
Intermediate Credit Banks; Federal Home Loan Bank System; Export-Import
Bank of the Unitad States; Federal Land Banks; Govarnmant Na;ional
Mortgage Asgociaticn; Tennessee Valley Authority; orf Wwashington
Metropolitan Arsa Transit Authority;
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‘ @ Any bond, debenture, note, participation certificats or other
. 8imilar obligations issued by the Federal National Mortgage Aasociation to
the extent such oblligation is quarantaed by the Government National
Mortgage Aasociation or issued by any other federal agency and backad by
the full faith and credit of the United States of America;

_ {a) Time accounta (including accounts evidenced by time
certificatas of depcsit, time depcosits or other similar banking
arrangements) which, to the extent not ingured by the PFDIC or PFadaral
Savings and Lean Insurancs Corporation, shall be sacured by a pledgs 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 thersof is always at least equal to tha principal amount of said
time accounts; '

(£) Mcney market funds or similar funds whose only assets are
investments of the type deacribed in paragraphs (a) through (8) above;

(g) Repurchase agraeementa, fully securad 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 dealars by the Federal Reserve Bank of
New York, rovided, that sald investments eecuring said repurchase
agreemants either muat mature as nearly as practicable coincident with the
maturity of said rapurchase agreements or must be replaced or increased so
that the market value therecf is alwaya at leaat equal to the principal
amount of sald repurchase agreements, and provided further that the holder
of such repurchase agreement shall have a prior perfected mecurity
interesst in the collateral therefor, must have (or its agent must have)
poageasion of such c¢ollateral, and such collatsral must be free of all
claims by third parties;

{h) The West Virginia "“consolidatad fund" managed by the West
virginia State Board of Investments purauant to Chaptar 12, Artlicls &, of
the West Virginia Code of 13931, as amended; and

(i) Obligationa of states or pelitical asubdivisions or agencies
thereof, the lnterest on which i3 excluded from groasa income for federal
income ta:x purpceses, and which are rated at leaat "A" by Mcoody's Investors
Servica, Inc. or Standard & Poor's Corporation.

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

"Resolution" means this Reasclution and all resolutions supplamental hersto.

»1988 Resclution" means the resolution providing for the 1988 Bond, adepted
October 1%, 1988, as amended by resolution adopted March 15, 1989.

1990 Resolution” means the resolution providing for the 1980 Bond, adopted
July 12, 1990.

"1993 Resolution” means the resolution providing for the 1993 Bond, adopted
June 7, 1993.

"Ravenues" or "gross revenuas” means all rates, rents, fees, charges or
other income racelived by the Iasuar, or accrusd to the Issuer or any department,
board, agency or Ainstrumentality therecf in control of the management and
operation of the System, frcm the operation of the Systam, and all parta tharsof,
all as calculated in accordance with sound accounting principles.




"Secretary" means the Secrstary of the Governing Body. -
"System"” means the Project initially, and all existing watsr facilities
cwned by the Issuar and all Facllities and cther property of @very nature, real
or personal, now or hareafter acquirsd and/or cwned, held or used in connection
with the System, including mains, hydrants, meters, valvea, standpipes, storage
tanks, pump tanka, pumping staticns, intakas, wells, impounding reservoirs,
pumps, machinery, purificaticn plants, scfteniang apparatus and all cther
facilities necessary, appropriatse, useful, convenisnt or incidental in connection
with or to a public watar system; and shall alsec include any and all additions,
extensiona, improvementa, replacements, properties or other facilitiee at any
;im; ifquired or constructad for said water systsm after completion of the
roject. '

"Tap Fees" meana the feea, if any, paid by prospective custemers of thae
pystem in order to connact thereto.

Worda importing singular number shall include the plural number in each
case and vice versa, and words lmporting persons shall include firma and
corporations; worda importing thes maaculine, feminine or neuter genders shall
includa any other gender; and any requirement for executicn, sealing and/or
attestation of the Bonda or any certificate or other document by the Secretary
shall mean that such Bond certificate or othar document may be executed, ssaled
and/or attestad by an Acting Secretary.

ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Saction 2.01. Authorization of Acguiaition and Conatruction of the
Project., There 1s hereby authorized the acquigition and conatruction of tha
_ ?ro%ect, at an estimated cost of $1,410,000 in accordanca with the plans and
specifications which have been preparad by the Consulting Engineers, heretofore
filed in the office of the Governing Bedy. The proceeds of the Bonds hereby
authorized shall be applied as provided in Article V hereof.

ARTICLE III

AUTHORIZATION, TERMS, EXBCUTION, REGISTRATION
AND ISSUANCE QF BOND

Section 3.0l. Authorization of Bond. Subject and pursuant to the
provisions hereof, the Bonds of the Issuer to be known as "Hardy County Public
Service District Water Revenue Bond (Phasa III), Series 19953" in the principal
amount of $320,00Q0, are hereby authorizad +o be issued for the purpose of
financing .a portion of tha coat of the construction and acguisition of the
Project.

Section 3.02. Deacription of Bond., fThe Bond shall be issued as .a
single registered form, No. AR-1, and shall be dated on the date of delivery.
The Bond shall bear interest from data, payable monthly at a maximum rate of four
and one half percent (4.50%) pser annum or such lower ratae that RECD, formerly
FmHA, will make avallable at cloaing, and shall be sold for the par value thereof
but in no event greatar than four and one half percent (4.50%) per annum.

The Bond shall be subject to prepayment of scheduled monthly installments,
or any portion thersof, at the option of the Issuer and shall be payable as
vrovided in the Bond form hereinafter set forth.




The Bond shall be subject to prepayment of acheduled monthly installmenta,

or any portion thereof, at the option of tha Izsuer and shall be
provided in the Bond form hereinafter set forth. payabla as

Section 3.03. Execution of Bend. The Bond shall be exscuted in the
name of the Issuer by the Chairman and ita corporate s@al shall be affixed
thereto and attested by the Secratary, and the Chairman and the Secretary are
hersby authorizad to exscute the Bond and such other documents as are necaaa
to finalize this transaction. 1In case any one or mors of the afficars who shall
have signed or sealed the Bond shall cease to be such officer of the lssuar
before the Bond 8¢ signed and sealed have been actually sold and delivared, auch
Bond may nevertheless be sold and delivered as herein provided and may be igsued
as if the person who signad or sealed such Bond had not ceased to hold such
office. Any Bond may be signed and sealed on hehalf of the Issuer by such peraon
as at the actual time of the axecution of such Bond shall hold the proper office
in the Issuer, although at the date of such Bond such persen may not have held
such cffice or may not have been so authorized,

Saction 3.04. Negotiabilit;, Registration, Transfer and BExchange of
Bond. The Bond shall ba and have all the qualitias an ncidentsa of negotiablae
Inatruments under the Uniform Commercial Code of the State of West Virginia, but
the Bond may only be transferred by transfsr of the registration thereof upon the
booka required to be kapt pursuant to Sectlon 3.05 hereof, by the party in whosa
name it is registered, in perscon or by attorney duly authorized in writing, upon
surrander of the Bond for cancellation, accompanied by delivery of a written
inatrument of transfer, duly sxecuted in a form acceptabla to the Registrar. No
intereat in the Bond shall be transferable except by meana of transfer of
registration of a 8ond reprasenting auch interest and delivery of a new Bond or
Bonda in exchange therefor in accordance with this Bond Rasolutioen. '

Whenever the Bond shall be surrendersd for registration of tranafer, the
Issuer shall exacute and deliver a new Bond or Bonda in authorized dencminations,
for a like aggregate principal amount. The Registrar shall require the payment
by the new owner requesting such transfer of any tax or cther governmental charge
reqiired to be paid with respect to such transfer, but the Iasuer shall pay any
other expenses incurred by the Reglstrar with raspect to such transfer.

No registration of tranafar of the Bond shall be permittad to be made after
the 15tk day next preceding any lnstallment payment date omn that Bond.

Section 3.05. Regliatrar. The Issuer shall be the Bond Regiatrar and
will keep or cause to he kept by itg agent at its office, sufficlent books for
the ragistration and tranafer of tie Bcnd, and upon pregentation for such
purpoea, the Registrar shall, under such resascnabla ragulations aa L1t may
preacribe, register the Bond initially issuved purauant hereto and registar the
transfar, or cause to be registaered by its agant, on such booksa, the tranafer of
the Bonds as hereinbefore provided.

The Registrar shall accept the Bond for registration or transfer only if
ownership therecf is to be reglstored in the name of an individual (including
joint ownership), a corporation, a partnership or a trust, and only upon recsipt
of the social security number of each individual, the federal employar
i{dentification number of each corporation or partnarahip or social security
numbers of the settlor and benaeficiaries of each trust and the name of the
trugstee of each trust and/or such other identifying number and information as may
be raquired by law.

Section 3.06. Bond Mutilated, Destroved, Stolen or Logt. In case the
Bond shall bhecome mutilated or be Heatroyaa, etolan or Loat, the Iseuer may in
ita discration issue and deliver a new Bond of like tenor as the Bond sao
mutilated, destroyed, stolen or lost, in axchange and substitution for such

mutilated Bond or in lieu of and aubatitution for the Bond destroyed, stolsn or




lost, and upcen the helder's furnishing the Issuer proof of his, her or its
ownership thersof and complying with such other reascnable regulations and
conditions a3 the Issuer may require. The Bond so surrendersd shall be cancalad
and held for the account of the Iassuer. If the Bond shall have matured or be
about to mature, instead of issuing a substitute Bond the Iasuer may pay the
same, and 1f such Bond be destroyed, stolen or lost, without surrander therecof.

Section 3.07. Bond Secured by Pladge of Revenues. The payment of the
debt service of tha Bond snall be secursd Fforthwitn by a parity lian with the
1988 Bond, the 1990 Bond, the 1993 Bond and the 19958 Series Bend on the net
revenues derived frocm the System in addition to the ftatutory mortgage lien on .
the System hereinafter provided for. The net revenues derived frem the System
in an amount suffliciant to pay the principal of and interest on tha Bond, and to
make the payments as herminafter provided, are heraby irrevocably pledged to the
payment of the principal of and intersst on the Bond as the same become due.

Section 3.08. Form of Bond. Subjact to the provisions herecf, the text
of the Bond and the other detalls thersof shall be of substantially the follewing
tencr, with such omissicna, insertions and variations as may be authorized or
permitted hereby or any- supplemental resclution adopted aftsr the dats of
adoption hersof and prior to the issuance thereof:




(FORM OF BCND)

$320,C00
HARDY COUNTY PUBLIC SERVICE DISTRICT
TAXABLE WATER REVENUE BOND (PHASE III),
SERIES 1935a

No. AR-1 ' _ Lata: December 18, 1953

FOR VALUE RECEIVED, the HARDY COUNTY PUBLIC SERVICE DISTRICT, a public
service district created pursuant to the Act by an order issued by Tha County
Commission of Hardy County, in Hardy County of said State (herein called
"Isauer™), hereby promises to pay to the order of the United States of America
{the "Government''), or its ragistered assigns at its Naticnal Finance Qffice, St.
Louis, Miassouyri 63103, or at such other place as the Government may hereafter
designate in writing, the principal sum of Three Hundrad Twenty Thousand and
00/10Q Dollars, plus interest on the unpaid principal balance at the rate of four
and one half percent (4.50%) per annum. The said principal and interast shall
ba vpaid in the following installments on the following dates: Monthly
installments of interest only, commencing on the 30th day following delivery of
the Bond and continuing on the correaponding day of each month for the first
twenty-four (24) months after the date herecf, and $1,469.00 covering principal
and interest, thereafter on said corresponding day of each manth, except that the
final installment shal. be paid at the end of forty (40} years from the date of
this Bond, and except that prepayments may be made as provided hereinbelow. The
consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

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

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

Prepayments of schedulad installments, or any portion thereof, may be made
at any time at the option of Isguer. Refunds and extra payments, as defined in
the regulations of the Rural Economic and Community Development, succassor in
interest to the Farmers Home Administration, 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 nat affect the cbligation of Issuer to
pay the remaining installments a3 scheduled herein.

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

While this Bond is held by an insured lender, prepaymenta as above
authorized made by Issuer 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 baais
Oor an annual installment due date basis. The effective date of avery payment
made by Issuer, except payments retained and remitted by the Government on an
annual installment due date basis, shall be the date of the United States
Treasury check by which the Govermment rsmits the payment to the holdar. The
effective date of any prepavment retained and remitted by the Government to the
holder on an annual installment due dats basis shall be the date of the
prepayment by Issuer, and the Government will pay the interest to which the




holder is entitled accruing between the effactive dats of any such prapa
the data of the Treasury check to the holder. 7 prapayment and

Any amount advanced or expended by the Government for the collaction hersof
Or to preserve or protect any security herefor, or otherwise undar the terms of
any security or other instrument executsd in connection with the loan evidenced
hereby, at the coption of the Government shall bacome a part of and bear interest
at the same rate as the principal of tha debt evidenced hereby and be immediately
due and payable by Issuer to the Government without demand. Issuer agrses to use
the loan evidenced hereby solely for purposes authorized by the Govaernment.

Issuer hereby certifies that it is unable to obtain sufficiaant credit
elsewhere to finance its actual needs at reasonabla ratse and terms, taking into
consideration prevailing privats and cocoperative ratas and terms in or near its
community for loans for similar purposes and pericds of time.

This Bond, together with any additional bonda ranking on a parity herewith
which may be isasued and outstanding for the purpose of providing funda for
financing costs of construction of improvements to a watar system (the “"System") -
of the Issuer, is payable solely from the revenuas to he derived from the
operation of the System after there have been firat paid from such revenuee the
reasonabla current coats of operation .and maintenance of the Systam. This Bond
doea not in any manner constitute an indebtednesa of the Isauer within the
meaning of any constitutional or statutory provision or limitation.

Registration of this 3ond is transferable by the reglatered ocwner hersof
in person or by his, her or ita attorney duly authorized in writing, at the
office of the Issuer, as Bond Reglstrar, but only in the manner, subject to the
limitationa and upon payment ©f the charges, if any, providad in the herein
defined Bond Laegislation, and upon surrendar and cancallation of this Bond. Upon
such tranafar a new Bond or Bonds, of authorized dencmination or dencminations,
for the like principal amount, will be issued to the tranaferse in exchange
- herefor.

This Bond, under the provisions of the Act, is and has all the qualitias
and incidents of a negotiabla instrument under tha Uniform Commarcial Code of the
State of Waet Virginia, but may only be transferrad by transfer of regiatration
hereof with the Bond Registrar.

This Bond has been iasved under and in full compliance with the
Constitution and statutes of the Stata of Wast Virginia, including, among others,
Article 13A of Chapter 16 of the West Virginia Code (herein callad the "Act").

If at any time it shall appear to the Government that Issuer may be able
to obtain a loan from a responsibla cooperative or private credit asource at
reasonable rates and terme for loans for similar purposes and periocds of time,
Issuer will, at the Government's request, apply for and accsept such loan in
sufficient amount to repay the Government,

This Bond i3 given as evidence of a locan to Issuer made or insured by the
Government pursuant to the Conscolidatsd Farmers Home Rural Development Act, as
amended. This Bond shall oe subject to the regulations of the Rural Zconomic
Community Development, successor in interest to the Farmers Home Administraticn,
and to its futurs regulations not inconsistent with the exprsas provisiona
hereof.

THIS BOND IS ON A PARITY AS TO LIEN AND SQURCE QF PAYMENT WITH THE WATZR
REVENUE 3OND, SERIES 1938, WATER REVENUE BOND, SERIES 1990, WATER SYSTEM REVENUE
BOND, SERIES 1993 AND TAXABLE WATER REVENUE BOND (WARDENSVILLE EXTENSION), SERIES
19958 OF THE ISSUEBR DESCRIBED IN THE RESOLUTIONS ISSUED WITH RESPECT TO EACH

SERIES.
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The initial addreas of Governmeﬁt for purpoees of bond reglatration is P.O.
Box 678, Morgantown, WV 26505. ' )

IN WITNZSS WHERZOF, the HARDY COUNTY PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and itg corporate seal to be hereunto
affixed or imprinted hereon and attaested by its Secretary, all as of the date
haraeinabove written.

HARDY COUNTY PUBLIC SERVICE DISTRICT

{SEAL)
By: _
Chairman
P.0. Box 20%
Moorefiaeld, WV 26936
ATTEST:
By:
Secretary
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{Form Of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1) s (6) %
(2} % (7} 3%
{3) 3 (8) $
{4) (3) $
() §- (10) %
TOTAL §

(Porm of Assigrment)
ASSIGNMENT

FOR VALUE RECEIVED the underaigned sells, agsigns, and transfers unto

the within Bond and doea hereby irrevecably constitute and appoint
: ¢ Attorney to transfer tha said Bond on
the bocks kept for registration ©f the within Bond of the sald Issuer with full
pewer of gubstitution in the premises.

DATED: .

In the presence of:
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ARTICLE IV
INTERIM CONSTRUCTICN FINANCING

Section 4.01. Authorization and General Tarma. In order to pay certain
costs ©of the Project paending recaipt of the gross proceeds of the Bond, the
Issuer may issue and sell its Note or Notea (the "Notea"), in an aggragate
principal amount not to exceed $320,000. The Notes may be iasued aa evidence of
a line of c¢redit from a commercial bank or other lender, at the discratiocn of the
Issuer, and as ahall be set forth in a resclution supplemantal hareto. The Notes
shall bear interest from the date or datess, at such rate or rataes, payable on
such data or dates and shall mature on such data or dates and be subjact to auch
prepayment or redemption, all as provided in the asupplemental resolution.

Section 4.02. Tarms of and Security for Notes. Tha Notes, if igauad,
shall be issued with asuch terms and secured in tha manner set forth in a
supplemental resolution.

Saction 4.03. Noteg are Special Obligations. Tha Notes shall be
special cbligations of the Iasuer payable as to principal and intereat aolely
from the proceeds of the Bond, grant proceeds, surplus ravenues, letter of credit
proceads, if any, and cther sources. The Notes do noct and shall not conastitute
an indebtednesa of tha Issuer within tha meaning of any constitutional or
statutory provisions. The general funda of the Isgsuer ars not liable and neither
the full faith and credit nor the taxing power, Lf any, of the lasuer 1s pledged
for the payment of the Notes. The holdera of the Notas shall never have the
right to compel the forfeliture of any property of the Iasuer. The Notes ahall
not ba a debt of tha Issusr, nor a legal or equitable pladge, charge, lien or
encumbrance upon any property ©f the Issuer or upon any of its income, receipts
or ravenuaes axcept as set forth in tha supplemental resoluties.

Section 4.04. . Execution of Documents. The Notes, Credit Agreement and
any other documents required to be executed by the commercial bank or other
lender shall be executed in the name of the Issuer by the Chalrman, and the
Chairman and Secretary ara hereby authorizad to exscute any Notae, Notas, Credit
Agreement or any other documents necessary to secure the interim financing.

ARTICLE V

REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PRCCEEDS; FUNDS AND ACCOUNTS

Section 5.01. Eptablishment of Funde and Acceunts with De.g.%sitog,z Bank.
The following special funds or accounta ara created and est shed with (or
continued if previously established by the 1988 Resolution) and shall be held by
the Depository Bank, se@parats, distinct and apart from all other funda or
accounta of the Depository Bank and from each other:

{1) Revenua Fund (established by the 1988 Resolution and continuad
hereby;

{2) 1995A Project Censtruction Account;

{3) Raserve Fund (established by the 1983 Regsolution and continued
heraby) ; _

{4) Depreciation Reserve (established by the 1988 Resolution and
continuad hereby); and

(5) Sinking Fund.
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Section 5.02. Bond Proceeds; 1995A Proisct Construction Account: All
meoneys recaived frcm the sale of the Bond shall be daposited on recaipt by the
Issuer in the Depoaitory Bank, a member of Federal Deposit Insurance Corporaticn
(FDIC), in a special account hersby now established and designatad as "$320,000
Hardy County Public Service District Water System Construction Account (Phase
I11)" (herein callad the "1993A Projact Construction Account”). Tha moneys in
the 1995A Project Construction Account in exc2as of the amcunt insured by PDIC
shall be secured at all times by such bank by securitiss or in a manner lawful
for the securing of deposits of stata and municipal funds undar West Virginia

law., Moneys in the 1995A Project Construction Account shall be expended by the

Issuer solely for the purposes provided herein.

Until completion of the conatruction of the Project, the Iasuer will'

transfer from the 1995A Projaect Construction Account and pay to the Purchaser on
or before the due date, such sums as ghall be from time to time requirasd to make
the monthly installment paymentsa on the Bond if there are not sufficient Net
Revenues to make such monthly payment ‘

If the Issuer shall detarmine at any tima that all funda on depcsit in the
1995A Project Construction Account exceed the estimatad disbursementa on account
of the Project for the ensuing ninety (90) days, the Issuer may invest such
excass fundas in Qualified Investments. :

Pending application as provided in this Section 3.02, money and funda in
the 1995A Project Construction Account shall be invested and reinvested at the
direction of tha Issuer, to the extent possible in accordance with applicable
law, in Qualifisd Investments.

wWhen construction of the Project has been complated and all costs therscf
have been paid or prowvision for such payment has been made, any balance remaining
in tha 19957 Projact Conatruction Account shall be disposed of in accordance with
the raqulations of the Purchaser.

Section 5.03. Covenants of the Iasuer as to Revenues and Funda. So
long as any of the Bonda shall be outstanding and unpaid, or until therse shall
have been set apart in the Resarve Fund a sum sufficiant to pay, when due or at
the earliest practical prepayment date, the entirs principal of the Bonds
remaining unpaid, together with interest accrued and to accrue thereon, the
Isguer further covenants with the holder of the Bond as follows:

(A) Revenue Fund. The entire Grosa Revenuea derived from the operation
of the System, and all parts thereof, and all Tap Fees raceivad, shall be
depoasited as collacted by the Issuer in a special fund in a bank or trust ccmpany
in the Stata of West Virginia which is a membar of FDIC, which Fund, known as the
"Revenue Fund" originally established under the 1583 Reasclution and which is
hereby continued hersunder with the Depository Bank. The Ravenue Fund shall
constitute a truat fund for the purposes provided herein and shall be keapt
separats and distinct from all other funds of the Issuer and used only for the
purpcses and in the manner provided herein.

{B) Digrosition of Revenuas. All Revenues at any time on derosit in the
Revenue Fund shall be disposed of only in the following order and priority
subject to the provisions of Section 4.04 of the 1988 Resolution not otherwise
modified herein:

{1) The Issuar shall first each month pay from the monsys in the Revenue
Fund all currsnt COperating Expenses.

{2) The Issuer shall next, each month, on or befora the due data of
paymant of each Lnstallment on the Bonds, transfar frcm thse Ravenue Fund and
remit to the National Finance Qffice designated in the Bond (or such cther place
as may be provided pursuant to tha Bond), the amount rsquirsd to pay the interest
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on the Bondsa, and to amortize the principal of the Bonds over the rasvective
lives of each Bond issua. All payments with respect to principal of and intarsst
on the Bonda shall be made on an equal pro rata basis in accordance with tha
reaspectiva aggragate principal amounts thersof outstanding and on a Parity with
each other. There i3 hersby created a sinking fund at the Depoaitory Bank inte
which the Isauexr shall deposit sufficisnt amounts frcm the Revenue Fund to pay
the intarsst on the Bonda and to amortize the principal of the Bonda over the
reamaining respective lives of each Bond igsue. As long as the Government cwna
the Bonds, such deposits can be replaced by the remittances described abova.

{3) The Issuar shall next, on each date that payment is made as set forth -
in (2) above, tranafar from the Revenud Pund and remit to the Depository Bank for
deposit in the Reserve Fund, 1/12th of 1/10th of the amount, as of the datas of
calculation, equal to the maximum aggreqata amount of principal and intsreat
which will become due on the Bonds in any year, until the amount in the Reserve
Fund equals such maximum amount (the "Resaerve Requirement”). After the Reserve
Requirement has been accumalated in the Reserve Fund, the Iassuer shall monthly
deposit into the Reserve Fund such part of the moneys remaining in the Revenue
Fund, aftar such provisicon for payment of monthly installments ¢n the Bonds and
for payment of Operating Expenses of the Systam, as ahall be required to maintain
the Researve Requirsment. Moneys in the Reserve Pund not reaquirsd to be
transferrsd to the Earnings Fund pursuant to Section 4.04 of the 1988 Resolution
shall be used aclely to make up any deficiency for monthly payments of the
principal of and intereat on the Bonda to said National Finance Office (or other
place provided) as tha same shall become due or for prapayment of installmenta
on the Bondsa, or for mandatory prepayment of the Bonda as hereinafter provided,
and for no other purcoee, on an equal pro rata basls in accordancs with the
rasgectivs aggregate principal amounts thereof outatanding and on a parity with
each other.

(4} The Issuer shall next, on each date that payment is made as set forth
in {2) above, tranasfar frcm the Revenue FPund and depesit in the Depraciation
Reaerve, the mconeys remaining in the Revenue Fund and not permittad to be
retained therein, until there has been accumulatad in the Depreciation Reserve
the aggregate gsum of $55,630, and thereaftsr such sums as shall be raquired to
maintain such amount trerein. Moneys in the Depreciation Reserve, other than any
sum or sums required to be transfarred to the Rarnings Fund pursuant to Seaction
4.04 of the 1988 Resolution, shall be used first to maks up any deficisncias for
monthly paymenta of principal of and interest on the Bonds as the same beccme
due, and next toc restores to the Reserve Fund any sum or #sums tranafarrad
therefrom other than pursuant to Secticn 4.04 of the 1988 Resolution, all eon a
Pro rata baais. Thereafter, and provided that payments into the Reserva Fund aras
current and in acccrdance with the foregoing provisions, moneya 1in the
Depreciation Reserve, other than any sum or sums required to be tranaferrad to
the PRarninga Fund pursuant to Sectlon 4.04 of the 1988 Resolution, may ke
withdrawn by the Isguer and used for extraordinary repairs and for replacementsa
of equipment and improvements for the Systam, or any part thereof,

(5) After all tha foregoing provisions for use of moneya in the Revenue
Fund have been fully complied with, moneya ramaining therein and not permitted
to ba retained therain, Lf any ("Surplus Revenues"), may be used to prepay
installmaents of the Bonds, pro rata, ¢or for any lawful purposa.

Whenever the money in the Reserve Fund (other than moneys requirsad toc be
transferrad to the Earnings Fund pursuant to Section 4.04 of the 1988 Resolution)
ghall be sufficient to prespay the Sonds in full, it shall be the mandatory duty
of the Issuer, anything to the contrary herein notwithatanding, to prapay the
Bonds at the earliest prac:zical dats and in accordance with applicabls provisions
herect.

The Depcsitory Bank i3 hereby designated as the Piscal Agent for the
administration of the R2serve Fund and the Depreciaticn Reserve, hersin provided,
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and all amounts raquirsd for the Resarve Fund and the Depraciation Resarva will
be depcsited therain by the Issuar upon transfers of funda from the Revenue Fund
at the times provided herein, tcgether with writtan advice stating the amount
ramitted for depocait into each such fund.

All the funda provided £for in thia Section, except with respect to tha
Rabate Fund and Zzxcass Investment Barninga (a3 defined in the 19588 Regolution)
in the Earnings Fund, which shall be held for rabata to the United States free
from any such lisn or truat, shall constituta trust funds and shall be used only
for the purposes and in the order provided herain, and until so used, the
Purchaser shall have a lien thereon (other than such Excess Investment Barnings
in the Earnings Fund and the Rebate Fund as aforassaid) for further securing
payment of tha Bonds and the intarest therecon, but the Depository Bank shall not
be a trustee as to such funds. It i¢ to be understood that all funda in the
Rebate Fund shall be held free and clear of any such lien or trust and shall only
be used for the purposes set forth in the 1983 Resolution notwithastanding
anything else herain to the contrary.

1f on any payment date the Revenues are insufficient to make the payments
and transfors a3 hereinabove provided, the deficiancy shall be made up in tha
gubsequant paymenta and trangfersa in additicen to those which would otherwisa be
required to be made on the subsequent payment dates.

Subject to the 1988 Resolution, the Daercsitory Bank, at the dirsction of
the Issuer, ahall keep tha moneys in the Reserve Fund and the Depreciation
Reserve investad and reinvested to the fullesat axtent possibla in accordance with
applicable law, and tc the extent practlicabls, in Qualifiad Ianvestments having
maturitias consonant with the regquired uge therecf. Investments in any fund or
account under this Bond Resolution shall, unl2sa otherwisa provided herein or
required by law, be valued at the lower of cost or the then current market value,
or at the redemption price therecf if then redeemable at the option of the
holder, including valus of accrued intarest and giving effect to the amortization
of discount, or at par if such investment is hald by the "consolidated fund”"
managed- by the West Virginia Stats Board of Investmentd. Any investment shall
be haeld in and at all times deemed a part of the fund or account in which such
moneye were originally held, and interest accruing thereon and any profit or loas
realizad from such investment shall be creditad or charged to the appropriata
fund or account. : .

{C) Change of Depository Agent and FPiascal Agent. The Issuer may
designata anothar bank or trust company insured by FDIC as Fiscal Agent and
Depository Bank if the aforesaid Bank should cease for any reason to serve or if
the Govarning Body detarmines by ordinance that said Bank or its successor should
no longer serve as Fiscal Agent or Depository Bank. Upen any such change, the
Governing Body will cause notice of the change to be saent by registerad or
certified mail to the Purchaser.

{D) Usar Contracts. The Issauer shall, prior to dalivery of the. Bonds,
provide evidence that there will be 117 bona fide usars of the proposed Syatam
when the extension of tha System is completad and placed in operatlen, and must
obtain user agrsements and tha user contribution from each new user and depcosit
in the 1995A Project Ceastruction Account all such new user contributions
collected.

{2} Charges and Fees. The Issuer shall remit from the Revenua Fund to
the Depository Bank such additicnal sums as ghall be necessary to pay the charges
and fees of ths Depository Bank then due.

(F) Investment of Excess Balances. The moneys in exceas of the sum

e ———— el L ———— i S b, .
insured by the maximum amounts insurad by ¥DIC in any of such funds or accounts
shall at all times be secured, to the full axtent therecf in excess of such
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insured sum, in a lawful manner for securing deposits of stats and municipal
o funds under tha laws of tha Stats. ' -

(G) Remittances. All remittances made by the Issuer to the Depository
Bank shall clsarly identify the fund or account into which each amount is to ba
depocaited.

(H) Gross Revenues. The Gross Revenues of the System shall only be used
for purpcdes of the Systsm.

ARTICLE VI
GENERAL COVENANTS

Section 6.01. Goneral Statament. So long as the Bonda shall be
outstanding and unpaid, or until there shall have bean set apart in the Reserve
Fund a sum sufficlent to prepay the entire principal of tha Bonds remaining
unpald, together with interest accrued and to accrue therson to the data of
Prepayment, the covenants and agreements contained herein shall be and conatitute
valid and lagally binding covenants between the Issuer and the Purchaser.

Section 6.02. Rates. The Issuer wlll, in the manner provided in the
ACt, L£ix and collact sSuCnh razea, Jews o2 other chargss 2o =sxa sazvizaz and
facilitiss of the System, and revise the same from tima to time whanever
necessary, as will always provide revenues in each fiscal year sufficient to
produce net revenues equal to not lesa than one hundrad ten percent {110%)
percent of the annual debt service on the Bond and to make the payments raguirsd
herein into the Reserve Fund 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 s0 as to be iraufficisnt to provide adequate
revanues for such purpoaesa.

Saction 6.03. Sals of the Systam. The Systsam will not be sold withaeut
the prior writtesn consent of the Purc%aser 20 long as the Bond la outstanding.
Such conaent will provide for disposition of the proceeds of any auch sale.

Section 6.04. Isauance of Additional Parity Bonds or Obli%aticna. No
additional parity bonds or obligations payabla out of the ravenues of the Systsm
or any part thereof shall be issued aftar the iasuance of the Bond pursuant
herato axcept with the prior written consent of the Purchaser or the then holder

of or Trustee or agent for the holder of the Bond.

Saction 6.05. Ingurance and Bond. The Isauer hereby covenants and
agrees that it will, as an expense ot conatruction, operation and maintenancs of
the System, procure, carry and maintain, soc long as the Bond remaina cutstanding,
insurance with a reputable insurance carrlar or carrlers covering thae following
riska and in the folleowing amounts:

{(a) Real Property Insurancs, to be procured upon acceptance of any part
of the Project frcm the contractor, and immediately upon any poqtion of the
Systam now in use, on all above—-ground sastructurmss of tha System in an amount
equal to the full inasurable value therecf. 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 procaeds for the repair or rqconstrugtion of
such damaged or daestroyed 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 Projact in the
full insurable value thereof.
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{b) Public Liability Insurance, with limits of not 1233 than $500,000 for
cne or more persons injured or killed in one accident to protact the Issuer frem
¢lains for bodily injury and/or death, and not less than $200,000 to protact the
Issuer from claims for damage to property of others which may arise from the

operation of the System, such insurance to be procurad not latar than the dats
of delivery of the Bonds.

(c) Vehicular Public Liability Insurancs, in the event the Iasusr owns
or operates any vahicle in the operatfon of the System, or in the avent that any
vehicle not owned by the Isauer is operated at any time or times for the benefit
of the Issuer, with limits of not less than $300,000 for one or more peraona
injured or killed in one accident to protect the Issuer from claims for bodily
injury and/or death, and not lasa than $200,000 to protect the Issuer from claima
for damage to property of others which may arise from such oparation of vehiclas,
such insurance to be procured prior to acquisition or commencement of oparation
of any auch vehicle for the lssuer. ~

{d) Worksrs' Compensation Coverage for all Emplovees of the Town Bligibla
Therefor and Performance and Payment Bon%s, such BEn%s to be In the amounts of
one hundred percent (100%) of the conatructlion contract, will be required of sach
prime contractor, and such payment bondas will be filed with the Clerk of the
County Commiasion of Hardy County prlor to commencsment of construction of the
Project in ccmpllance with West Virginia Code Section 38-2-39. Workers' .
compensaticn insurance will be maintained aa required by the lawa of the State
of Weat Virginia. '

(o) Fidality Bonda will be provided aa to every member of the Governing
Body and every officer and employse of tha PSD having custody of the Revenua Fund
or of any ravenues or othar funda of the Systam in an amount at lasast equal to
the total annual debt aservice requirements for all outatanding RECD, formerly
FmHA, loans.

{£) Flood Insurancs to be procured, to the extant available at reasonabls
coat to the Iazuer.

{g) Provided, however, and in lieu of and notwithatanding the foregoing
proviasions of this Section, during conastruction of the Project and ao long as the
Bond ls cutatanding, the Izsuer wlll carry insurancs and bonds or cause insurance
and bonda to be carried for the protection of the Issuer, and during such
constructlion will require each contractor and subcontractor to carry insurancs,
of such types and in auch amounts as the Purchasmsr may specify, with lnaurancs
carriers or bonding companies acceptable to the Purchaser.

Section 6.056. Statutory Mortgage. For the further protaction of the
holder of the Bond, a statutory mortgage lien upon tha System ia granted and
created by the Act, which statutory mortgage lien is hereby recognized and
declarsd to be valid and binding and shall takas effact immadliately upcn delivery
of the BHond.

Section §.07. Events of Default. Each of the following avents is
hereby declarsd an "Event of Default™:

(A) Failura to make payment of any monthly amortization installment at
the date specified for payment thersof and/or; ) '

(B) Fallura duly and punctually to observe or rperform any of the
covenants, conditions and agreements on the part of the Issuer contained in the
Bond or herein, cr violation of or failura to observe any provision of any
pertinent law or of thlia Bond Resclution,

Section £.08, Enforcement. Upon the happening of any Event of Default
spacified ahove, then, and 1n every such case, tha Purchaser may prcceedltc
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protact and enforce ita rights by an appropriate action in any court of comgetant
jurisdiction, either for the specific performance of any covenant or agreement

or execution of any power, or for the enforcement of any proger legal oé
equitabla remedy as shall be deemed moast effectual to protect and anforca such
righta and shall have all rights prascribed by the Act, W.Va. Code and other
applicakle law.

Upon application by the Purchaser, such court may, upon proof of such
default, appaint a receiver for the affairs of thes Issuer and tha Systam. The
Recaiver so appointaed shall adminiatar the System on behalf of the Issuer, shall
exercise all the rights and powers of the Igsuer with respect to tha System,
ehall proceed under the dirsction of tha court toc obtain authorization to
increase rates and charges of the Systam, and shall have the power to collect and
racaive all ravenuee and apply the sama in euch manner as the court may direct.

Section 6.09. Fiscal Year; Budget. While the Bond is outstanding and
unpaid and to the extent not now prohibited by law, the Syatem shall be operatad

and maintained on a fiscal year basgis commencing on July 1 of each year and
ending.on the following June 30, which perlod shall alac constituta the budget
_year for the operation and maintenance of the System. Not later than thirzty (30)
days prior to tha beginning of each fiscal year, the Issuer agrees to adopt an
Annual Budget for the ensuing year, and no expenditures for operation and
maintenance expenses of the System in excess of the Annual Budget shall bs made
during such fiscal year unleee unanimously authorized and diractad by the
Governing Body. Coples of each Annual Budget shall be delivered to the Furchaser
by the beginning of each fiscal year.

If for any reason the Issuer shall not have adopted an Annual Budget before
the first day of any fiscal year, it shall adopt a Budget of Current Expenses
from month to month until the adoption of ‘an Annual Budget; providad, howaver,
_that no such monthly budget shall exceed the budget for the corresponding moath
in the year next preceding by more than ten percent (10%); and providad further,
that adoption of a Budget of Current Expensas ahall not conatituta comxpliance
with the covenant to adept an Annual Budget unless failuras to adopt an Annual
Budget ba for a reascn beyond thae contrel of the Issuer. Each such Budget of
Current Expensea shall be mailed immediately to the Purchaaer.

Section 6.10. Comrensation of Members of Governing Bedy. The Iasuer
hereby covenants and agrees that no compensation for policy direction shall be
paid to the members of the Governing Body in excess of tha amount permittad by
the Act. Payment of any cocmpensation tc any such member for policy directicn
shall not be made if such payment would cause the Net Revenuas to fall below the
amount required to meet all payments provided for herein, nor whean there 1la
default in the performance of or compliancs with arniy covenant or provision
hezreot. :

Sectlon 6.11. Covenant to Froceed and Complete. The Iasusr hereby
covenants to proceed as promptly as possible with the construction cf the Project
to completion therszof in accordance with the plans and specifications preparad

by the Consulting Engineer and on file with the Secratary on the data of adoption
hereof, subject to permittaed changes. .

Saction 6.12. Books and Racords; Audits. The Issuer will keep boocks
and recerds of the Systam, which anall bae separate and apart frem all other
books, records and accounts of the Iasuar, in which complets and correct entrlea
shall be mada of all transactions relating to the System, and the Purchaser shall
have the right at all reasonable times to inspect tha System and all records,
accounts and data of the Issuar ralating thersto.

The Issuer shall, at least onca a ysar, cause said books, records and
accounts of the System to be properly auditad by an independent compatent firm
of certified public accountants and shall mail a copy of such audit report to the
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Purchaser. Tha Isauer further covenants to comply with the Act with ra2spect to
such becka, records and accounta.

Section 6,13, Maintenance of Systam. The Issuer covenants that it will
continucusly operate, in an economical and efficient manner, and maintain the
System as a revenua-producing utility as herein provided so leng as the Bond ig
cutatanding.

Secticn 6.14. No Comretition. To the extant legally allowabla, the
Issuer will not permit competiticn with tha System within ilta boundaries or
within the territery served by it and will not grant or cauge, consent to or -
allow the granting of any franchise, permit or other authorization for any
perscn, firm, corporation, public or privata body, agency or instrumentality
whatsoever to provide any of the services supplied by the System within the
boundaries of the Iasuer or within the territory served by the System,

ARTICLE VII
RATES, RULES, COVENANTS, ETC.

Section 7.01. Initial Schedule of Rates and Charges.

A. The initial schedule of rates and chargea for the servicea and
facilities of the System shall be ag set forxth on an Order of the Public Servica
Commission dated August 10, 1995, and amended October 20, 1995, in Case Number
95-0020—-PWD~CN, which orders are incorporatad herein by refarence and are= made
a part hereof.

B. The Issuer hereby zodifies and enacts to the extent necessary the rates
and chargeas as set out in the above—rafaranced order and to be included on a
tariff sheet to be filed with tha Public Service Commisaion which ratss and
conditions are as followa:

Ratas ' Minimum Charge
Availabls for general domes*ic, No bill shall be rendered for leass
commercial and industr-ial service. than the following amounts
according to the s8izs <¢f meter
inastalled.
First 3,000 gals. @ $7.00 per M gals. s/an mater $21.00 per month
Next gals, @ per M gals. /an meter $31.50 per month
Next gals. @ per M gals. i metar $52.50 per month
Next gals, @ par M gals. 1 1/2¢ meter $105.00 per month
Next gals. @ per M gals. " meter $168.00 per month
Next gala. @ per M gals. ar mater $315.00 per month
Next gala. @ per M gals. 4 meter 3525.00 per month
Next gals. @ per M gala. 6" mater $1,260.00 per month
Over 3,000 gals. €@ $7.00 per M gals. g" meter $1,5680.00 per month

(Minimum Monthly Bill $21.00 for 3,000 gallcna)

Delavad Payment Penalty ’

The above tariff 18 net. On all accounts net paid ia full within twenty
(20) days of date of bill, ten percant (1l03) will be added to net amount shown.
If any bill i9 not paid within sixty (60) days after data, watar service to the
customer will ba diacontinuad. Water service will not be resstorsd until all past
due water bills have been paid in full and all accruad penalties plus a
raconnection charge have been paid.
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CanecEion-Charge
Prlor to conatruction - $100.00.
After start of conatruction, there shall be a charge of 3330.00.

Reconnection Charge
$20.00.

Section 7.02. Watsr Purchase Contract. As required by the Letter of
Conditions and as authorizad by the Public Service Ccmmizsion, tha Isauer shall
enter and is authorized to enter into a Watar Purchaze Contract with the Town of
Mcorefield to purchase treatad watar. :

Section 7.03. Further Covenants.

The lssuer hersby further covenants and agrses as follows:

A. There shall not be any discrimination or Qiffersntial in rates
betwaen cuatomers in similar circumatances. : '

B. 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 handlad and disposed
of under the applicable rules and ragulations of the Public Service Commisaion
of Wast Virginia. .

C. Tha Isauer, to the extent permitted by law, will not accept payment
of any watar bill from a customer served with watar and sewer services by the
Issuer without payment at the same time of a sewer bill owed by such custcmar for
the same premises.

D. All delincuant fees, rates and charges for services or faclilities of
the Systam shall be .iens on the premises served of egqual degrse, rank and
priority with the lien on such premisea of state, county, achool and municipal
taxes, as provided in the Act. The Issuer shall have such ramediasa and powers
as ars provided under the Act and other applicabla provisiona of law with regard
to tha collaction and enforcsment of such fees, rates and charges.

): 8 Tha Issuer will not render or cause to bae rendasred any free services
of any nature by the Systam nor any of the facilities; and in tha event that the
Issuer or any departmant, agency, officer or employes thersof should avail itself
or themselves of tha sarvices or facilitiss of the System, the same fees, ratas
and charges applicable to cther customers recelving lika services under azimilar
¢ircumatancea shall be charged, such charges shall be paid as thay accrue, and
ravenuaes so received shall be depcositad and accounted for in the same manner as
other Revenues of the Systam. )

ARTICLE VIII
MISCELLANEQUS

Saction 8.01. Defeasances of Bond. If the Iasuer shall pay or thare
shall otherwise be paid, to the Holder of the Bond, the principal of and interast
due or to become dua tharaon, at the times and in the manner stipulated therein
and in thias Bond Resclution, then with raspect to the Bond, tha pledge of Net
Revenues and other moneys and securities pledged under this Bond Rasclution and
all covanants, agresements and other obligations of the Iassuer to the Reglsterad
Cwner of the 3ond, shall theresupon cease, terminate and become void and be
discharged and satiafisd.

Section 8.02. Filing Undar Uniform Ccmmercial Coda. Contamporanacualy
with the delivery of tha Zond, the Issuer shall exacuta Financing Statements
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meeting the requirements of the Uniform Commercial Code of Weat Virginlia and

- promptly thersafter shall fila such Financing Stataments in the officas of the
Sacretary of Stata of West Virginla and of the Clark of the County Commiasion of
Bardy County.

Sactiocn 8.03. Delivery of Bond. The Chairman and "Secretary of the
Governing Body are hersby authorized and directad to cause the Series 19952 Bond
numbared AR-1l, heraby awarded to the Purchaser pursuant to prior agreement, té
be delivered to the Purchaaer as scon as tha Purchaser will accept such dalivery.

Section 8.04. Severability of Invalid Provision. If any one or more
of the covenantas, agresements or prchanns Reracf should be held contrary to any '
express provision of law or contrary to the policy of express law, although nct
exprassly prohibited, or againat public policy, or shall for any reason
whatscever be held invalid, then such covanants, agreements or provisions shall
be null and void and shall be deemed separabls from the remaining covenants,
agreements or proviaions hersof, and shall in no way affact the validity of all
the other provisicons herecf or the Bonda. :

Section 8.05. Conflicting Provisions Repealed. All resolutions and
orders, or parta thereof, in conffict with the provIsIons hereocf are, to the
extant of auch conflicts, heraeby repealed; provided that this Section shall not
be applicable to the Loan Resolution (Form FmHA 442-47).

Saction 8.06. Tabla of Contents and Headings. The Table of Contents
and headings of the articles, sectiona and aubsectlons hersof are for convenience
only and shail aaithar ccenbtrzcol nor allacht in any way 4h® za22ing o construchion

of any of the provisions hereof.

Section 8.07. Modification or Amendment. The Bond Resolution may not
be modified or amandaed in any material manner aiter final passage without the
prior writtan consent of the Purchaser and/or holder of the Bond.

Section 8.08. Covsnant of Due Procedurs, Btc. Tha Issuer covenants
that all acta, conditions, thinga and proceduras requirad to exist, to happen,
to be performed or to be taken precedant to and in the adoption of this
Reeclution do exist, have hapvenad, have been paerformed and have been taken in
reqular and due time, form and manner as required by and in full complianca with
the laws and Constltution of the State applicable thereto; and that the Chairman,
Secretary and members of tha Governing Body wers at all times when any actions
in connaction with this Resclution occurrad and are duly in office and duly
qualified for such office.

Section 8.05. Supplemental Raeasolutions. Tha Issuer may pasas such
supplemental resolutions, irf necessary, to effectuats the purposaes and intent of
thia Resolution.

Section -8.10. Bffactive Time. Thia Resolution shall taks effact
immediately upen its adoption.

Section 8.11 Statutory Notice of Meeting and Bond Issue. An abstract
of thia Bond Resoluticn datarmined by the Govarning Body teo contain sufficient
information as to give notice of the contants hereof shall be published once in
a qualified nawspager having a general circulation in the Hardy County Public
Service District, together with a notice stating that this Bond Resolution will
be considared and that the Issuer contamplatas tha issuancs of the Bond, and that
any person interssted may appear befora the Public Service Board upon a date
certain, not less than ten {l10) days sudsequant to tha data of publication of
such abstract of this Bond Resoluticn and notice, and present protests, and that
a certified copy of the Rasolution is on file with the Governing Body for reviaw
by interested persons during office hours of the Governing Body. At s3uch
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meeting, all objections and suggestions shall be heard, and the Govezning
.shall take such action as it shall deem proper in the premises.

Pasasage of Rescluticn
Following Meeting - December 15, 1595.

EARDY COUNTY PUBLIC SERVICE DISTRICT

By:_ \:72F}22?2§af érggrzzé‘

Chairman /7
{SEAL]
Attaest: _ ‘ .
By: S / / ~ y
Secretary
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" CERTIFICATION -

I, Bdward ¥. Metheny, Secretary of the Eardy County Public Service
District, hersby certify that the foregolng is a true and correct copy of an
Reasclution approved at a meeting of the Public Service Board of the Hardy County
Public Service District held on December 18, 1995. I further hereby certify that
the action of said Public Sarvice Beard set forth therein remains in full force
and effect and has not been amended or rapealed.

" day of December 1995.

: : , 2 o IEE.

Secretary

WITNESS my signature on this
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STATE OF WEST VIRGINIA,

. COUNTY OF HARDY, towwit:

The foregoing instrument was acknowladged befors me this 2 " day of
December, 1995, by Matthew G. Gapp, the Chairman of the Hardy County Public
Service District, a public service district created pursuant to the Act by an
order issued by The County Commission of Hardy County, Weest Virginia, on behalf
of said public service digtrict. : '

My commission expires AR S .

- ) . ’/- ;" ,
: ¢¢-\f . '\_‘: i
ra N f 4 t-‘ 1y v ]
A - s s et - /)I(-.

e
Ll

NOTARY PUBLIC

NP

Aoy Comumrasen Exres Oaoher 25, 004

December 18, 1995 - 11:38 AM

STATE OF WEST VIRGINIA, Hardy County Commission Clerk’s Office
The foregoing Instrument, together with the certificate of its acknowledgment, was this day presented in.

said office and admitted to record. O_M]o—,(.l\
Teste : ~Clerk.
— '

CAST0 & FARRIS INC,, SFENCLN, ¥, ¥4, SE-gnmiR na. 1622B-9%
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BARDY CCUNTY PUBLIC SEAVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND CONSTRUCTION OF PUBLIC SERVICE
PROPERTIZS AND ISSUANCE OF PARITY TAXABLE WATER REVENUZ BOND (WARDENSVILLE
EXTENSION), SERIES 19953, OF THE HARDY COUNTY PUBLIC SZRVICE DISTRICT, IN
THE AMOUNT OF $280,000, TO FINANCE THE ACQUISITION AND CONSTRUCTION oF
IMPROVEMENTS TO A PUBLIC WATER SYSTEM; DEPINING AND PRESCRIBING THE TERMS
AND PROVISIONS OF THE BCND; PROVIDING FOR INTERIM CONSTRUCTIOK PINANCING;
PLACING LIMIT ON SALE OF SYSTEM; PROVIDING GENERALLY FOR THZ RIGHTS AND
REMEDIES AND SECURITY OF THE HOLDERS OF THE BOND; PROVIDING STATUTORY LIZN
ON REVENUES AND SYSTEM; PROVIDING FOR THE ADGPTICN, RATIFICATION, APFROVAL
AND COLLECTION OF ' RATES AND CHARGES FOR THE PUBLIC WATER SYSTRM;
AUTHCRIZING WATER PURCHASE CONTRACT WITH TOWN: OF WARDENSVILLE, AND
PROVIDING GENERAL TERMS AND PROVIDING WHEN THIS RSSOLUTION SHALL TAXE
EFFECT.

BE IT RESOLVED AND ORDERZD BY THE PUBLIC SERVICE BOARD OF HARDY COUNTY
PUBLIC SERVICE DISTRICT, MCOREFIELD, WEST VIRGINIA:

ARTICLE I

STATUTORY AUTHORITY, PFPINDINGS
AND DEPINITIONS

Section 1.01. Authority for this Resolution. This Resolution is adopted
pursuant to the provisions of Articla LJA, Chapter 16 of the West Virginia Code,
as amanded (tha "Act") -and other applicable provisions of law.

Section 1.02. PFindings and Determinations. It is hersby found, determinad
and declared as followsa:

. A. Hardy County Public Service Diatrict (tha "PSD" or "Iasuer") is a
public service district created pursuant to the Act by an order lssued by The
County Commisaion of Hardy County, located in Hardy County, Weat Virginia.

B. The Issuer now has a public watar system and desirss to lmprove and
expand that systam and it ls deemed essentlal, convenient and desirable for tha
health, welfara, safety, advantage and convenlencs of the inhabitantas of the
Isausr and, accordingly, it ls hereby ordersd, that thers be acquired and
constructsd c¢sartain additions, hetterments and improvements to the existing
public water asystom of the Issusr known as the "System" (scmetimes referred to
herein as the "System") 80 as to improve the public health, comfort and
convenience of residents of the Public Servica District, including the
construction and installation of all necessary appurtaenant facilities coasisting
of a water distribution systam known as the rural Wardenasville Bxtension to serve
rural residents in the areas outside the municipal limits of Wardenaville, Hardy
County (the "Project"), and ganerally described as water line extenslions, pumpe,
pumpling atations, water plant improvements and naecessary appurtenances
particularly daescribed in and according to the plans and specificationa preparad
by the Consulting Engineer for tha Project and heretofore filed in the cffice of
the Secretary of the Public Sarvice Board (tha "Governlng Body") of the Iasuer.
The construction and acquisition of the Project and the financing hazeby
authorized and provided for ars public purposaes of the Issuer and arae ordersd for
the purpose of meeting and serving public convenisnce and necassity.

C. It la necessary for the Issuer %tc ilssue Llts ravenus bond in the
aggragate principal amount of $280,000 to finance a portion of the coats of such
construction in the manner hereinaftsr provided.

D. The estimated maximum cost of the construction of the Projsct is
$310,000, which will be obtained from the proceeds of sala of tha Serles 1595B
Bond herein authorized and from a grant to be made by RECD, as harsinafter
defined, in the amount of $530,000. The cost of asuch construction shall be



deemed to include, without being limitad to, the construction or acquisition of
the Project, the acquisition of any necessary property, real or personal, or any
intarest therein; intarest on the Bonds prior to, during and for six {6) menths
after ccmpletion of such construction to the extent that revenues of the Systan
are not sufficlent therafor; engineering and legal exXpensed; expenses for
estimates of costs and revenues; expenses for plans, specifications and surveys;
and such other expenses as may be necessary or incidental to the construction of
the Project and the financing authorized heraby.

E. The period of usefulness of the Systesm after completion of the
_?rojact is not less than forty (40) years. ‘

F. There ars currently ocutstanding the obligations of the Isguer withr
which the Bond will rank on a parity as to lien and source of and 8acurity for
Payment as followa: ) :

{1) Water Revenue Bond of the Issuer, datad Marzch 15, 1588, (the
*1988 Bond") issued in the original principal amount of $300,000 securad under
the terms of the 1988 Resolution (hereinafter defined);

(Ll) Water Revenue Bond of the Iasuer, dated July 12, 1990 (the
"1990 Bond") iesued in the original principal amount of $50,000 secured under the
terms of the 1990 Resolution (hereinaftar defined}; and

{iii) Water System Revenue Bond of the Issuer, dated June 22, 1993
(the "1993 Bond") issued in the original Principal amount of $330,000 secured
under the terms of the 1993 Resolution (hereinafter defined).

With the exception of the bonds described above and the 1995A Series Bond,
thers are no other outstanding bonds or obligations of the Issuer which will rank
prior to or on a parity with the Bond as to lien, pledge and/or source of and
security for payment. :

: G. The Iasuar is not in default under the terma of the 1983 Resolution,

the 1990 Resolution and the 1993 Resolution or any document in connectieon
therewith, and has complied with all requilrements of all the foregoing with
respect to the issuance of parity bonda or has obtained a sufficient and wvalid
walver thareof. )

H. The estimated revenues to be derived in each year frocm the operaticn
of the System after completion of tha Project will be sufficient to pay all the
costa of the operation and maintenance of the Systam, the principal of and
interast on the Bonds {as hereinaftar defined) and all debt service, reserve fund
and other payments provided for harein.

I. The Issuer has complied with all requirements of Weat Virginia law
relating to authorization of the construction, acquisition and ogeration of the
Project and isauance of the Bonds, or will have so complied prior to issuance of
the Bonds including, among other thinga, the imposition of rates and charges, the
consent and approval, pursuant to the Act, of the issuance of the Bonda by the
Public Servicae Commission of West Virginia by final order. .

J. It is in the best interests of the Issuar that the Bonds be sold to
the United States Department of Agriculture, Rural Bconomic and Community
Development, succesaor in interest to the Farmera Hcme Administration {the
"Purchaser" or "RECD"), pursuant to the terms and provisions of a letter of
conditions dated May 27, 1994, and all amendmenta thereto (the "Latter of
Conditions").

K. The Iaguer has alsc made arrangements for interim financing as
requestad by RECD and deems it to be in the best interssts of the Iaguer to enter
into a Credit Agreemsnt and sxacuta a nota or notes in the initial amount of




szgofooo Payabla to any interim construction or financing lender which lender is
initially Capen Valley Bank. ‘

Section 1.03, Resclution to Constitutas Contract. In considearation of
the acceptance of the Bonds by the Purchaser, this Reaolutlon (the "Resoluticn")
shall be deemed to be and shall constitute a contract between the Issuer and the
Purchaser, and the covenants and agreement3 set forth herein to be peérformed by
the Issuer shall be for the benefit, protecticn and security of the Registared
Owner of tha Bonda. . .

Section 1.04. Definitions. The follewing terma shall have the
following meaninga herein unlesas the text otherwise axprasaly requires:

"ACt" means Article 137, Chapter 1§ of the West Virginia Code, as amended.

"19958 Series Bond" means the $280,000 Taxabla Water Revenue Bond
(Wardensville Extension) authorized by this ordinance.

"1995A Serles Bond"™ means the $320,000 Taxable Water Revenue Bond {Phase
III) authorized by the Iasuer in a separatas resolution. -

"Bond" means tha $280,000 Taxable Watar Revenue ‘Bond (Wardenaville
Extension), Series 1995B, authorized hereby to be issued.

"Bonds" meana the 1588, 1990, 1993 and 1995A Series Bonds.

"l988 Bond" means the outstanding Bond of the Issuer dated March 15, 1988,
degcribed in Secticn 1.02 P.(i) hersin. ) :

"1990 Bond™ means the outatanding Bond of the Issuer dated July 12, 1990,
described in Section 1.02 F.(ii) herein.

"1993 Bond” means the cutdtanding Bond of the Issuer dated June 22, 1993,
described in Section 1.02 P.(ii1) herein.

"Chairman" means the Chairman of the Governing Body.

"Consulting Engineer" means Thrasher Engineering, Inc., Clarkaburg, West
Virginia, or any qualified engineer or firm of engineers which shall at any time
hereafter be ratained by the Issuer as Consulting Engineer for tha System.

"Coata"” or "Cogta of tha Project" means those coats described in Saction
1.02 herecf to be a part of the cost of acquiaition and conatzuction of the
Project.

"Deposltory Bank” meana initially the Capon Valley Bank, Wardensville, Wesat
Virginia, a bank or trust company which i3 2 member of PDIC and its succssscrs
and assigns or such other qualified bank or tzust company designated now or
hereafter by Iasuer.

"Facllitiaes" or "watar facilities" meana all the land and tangible
prceperties of the System and also any tangible properties which may hereafter be
added to the water syatem by addition, bettarments, extensions and lmprovements
thereto and properties, furniture, fixtures or equipment therefor, hereafter at
any time constructad or acquired.

"FDIC" means the Federal Deposlt Insurance Corporation.

"Fiscal Yesar" means each year beginning on July 1 and ending on the
succeeding June 30.

"Governing Body'" means the Public Servica Zoard of the lasuer.




."Government Obligations" means dirsct obligaticns of, or ebligations the
principal of and intersst on which ares guaranteed by, the United States of
America.

"Herelin" means in thia Reaoluticn.

"Holder of the 3ond" or any similar term means any person who shall ba the
registered cwner of the Bond.

"Issuer” or "Public Service Diatriet" means Hardy County Public Service
District, Hardy Ccunty, West Virginia, and, where appropriate, also means the
Governing Body. . .

"Lettar of Conditions" meana the Lattar of Conditiona of the Farmers Heme
Administration, now known as RECD, successor in interest tc the Parmers Home
Administration, dated May 27, 1954, and any cthar amendments therato. .

"Net Revenues"” means the balance of the groes ravenuaes, as defined below,
remaining after deduction only of Operating Expenaas, as dafined below.

"Operating Expenses” means the current expenses, paid or accrued, of
operation and maintenance of the System and its facilities, and includes, without
limiting the generality of the foregoing, insurance premiums, galaries, wages and
administrative expenses of the Ilaguar relating and chargeabls solely to the
System, the accumulation of appropriate raservas for charges not annually
recurrent but which are such as may reasonably be expacted to be incurred, and
such other reascnable coperating costs as are normally and regularly included
under recognized accounting practicss, and retantion of a sum not to exceed
cne-alxth of the budgetad operating expenses stated above for the current year
ag working capital, and language hersain requiring payment of operating expenses
means also retention of not to excaed such sum as working capital, provided that
all monthly amortization payments upon tha Bondg and intc the Reserve Pund and
Depreciation Reserve have been made to the last monthly payment date prior to the
date of such retention.

"Project™ shall have the meaning stated in Section 1.02 B. abova,

"Purchaser", "RECD, acting on behalf of the Rural Utilities Sarvice,
successor in lnterest tc the Farmers Home Administration", "Rural Economic and
Community Development, acting on behalf of the Rural Utilities Service, succeggor
in interest to the Parmers Home Administration" or "Government” maans United
States of America, United States Department of Agrlculture, Rural Economic and
Community Development, acting on behalf of the Rural Utilities Service, successor
in interest tc the Farmers Home Administration, and any successor thereof.

"Qualified Investmenta™ means and include any of the following:
{a) Government Obligations;

(b) Government Obligationa which have been gtripped of their
unmatured interest coupons, intereat coupons stripped from Government
Okbligations, and recelpts or certificatas evidencing paymenta from
Government Obligations or interest coupons stripped from Government
Obligationa;

(<) Bonds, debentures, notes or other evideance of indebtedness
isaued by any of the following agenciles: Banks for Cooperatives; Fadaral
Intarmediate Credit Banks; Fedsral Homs Loan Bank Syatam; Export-Import
Bank of the United Statea; Federal Land Banks; Governmant Rational
Mortgage Asscciation; Tennassae Valleay Authority; or Washington
Metropclitan Area Transit Authority;

(d) Any bond, debenture, note, participation certificate or other
8imilar obligations issued by the Pedaral Naticnal Mortgage Aasociaticn to
the extent such obligation is guaranteed by the Government HNational




Mortgage Association or issued by any other faderal agen and bagi
the full faith and credit of the Unitad Stateg of Amegic?; ‘ ed by

{a) Time accounts (including accounts evidenced by time
certificates of depoait, time depcsita or other similar banking
arrangementa) which, to the extent not insuresd by the FDIC or PFedera]l
Savings and Loan Insurance Corporaticn, shall be secured by a pladge of
Government Obligations, provided, that said Government Obligations pledged
either must mature a2s nearly as practicable ceincident with the maturity
of asaid time accounts or must be replaced or increaged ao that the market
value thereof is always at lsast equal to the principal amount of said -
time accounta; ' - )

(£) Money market funds or similar funds whose only assets are
investments of the tyve described in pParagrapha (a) through (e) above;

(g) Repurchase agreements, fully secured by investments of the
types deacribed in paragrapha (a) through (e) above, with banka or
national banking associations which are members of PDIC or with government
bond dealers racognized as primary dealers by the Federal Reserve Bank of
New York, provided, that sald investments securing maid repurchasa
agreements either muat matura as nearly as practicable coincident with the
maturity of sald repurchasde agreementa or must be replaced or incrsased so
that the market value thereof is always at least aqual tc the principal
amcunt of eald regurchase agreementas, and provided further that the holder
of such repurchase agreement shall have a prior pexfacted security
interest in the zcllateral therefor, muast have (oxr ita agent must have)
posaession of suzh collateral, and such collatsral must be frse of all
claimas by third zarties;

(n) The Weat Virginia ;'consolidated fund" managed by the West
Virginia State Bcard cf Investments pursuant to Chaptar 12, Articls 6, of
the West Virginia Code of 1931, as amended; and

(i) Obligations of states or political subdivisions or agencies
thereof, the interast on which 1las excluded from grosa income for federal
income tax purpcses, and which are rated at least "A" by Moody's Investors
Service, Inc. or Standard & Poor's Corporation. .

"Reglstrar” or "Bond Registrar™ maans the Issuer which usually shall act
by its Secretary.

"Resolution" means this Resolution and all resolutions supplemental hezreto.

"1988 Resoluticn” means the rssolution providing for the 1988 Bond, adcpted
October 19, 1989, as amendsd by resolution adopted March 15, 1989. :

"1990 Resolution” means the raesclution providing for the 1990 Bond, adopted
July 12, 1990.

"1993 Resolution” means the resolution providing for the 1993 Bond, adopted
Juna 7, 1993. :

"Ravenuee™ or ''grosa ravenues" means all rates, rents, feas, charges or
other income raceived by the Izauer, or accrusd to the Issuar or any derpartment,
board, agancy or instrumentality thereof in control of the management and
operation of the Systam, from the operation of the Systam, and all parts thereof,
all aas calculated in accordance with sound accounting principles.

"Secretary" means the Secretary of the Governing Bedy,



"Systam" means the Project initially, and all existing wataer facilitieg
owned by the Igssuer and all Facilitias and other property of every natura, rszal
or personal, now or hersaftar acquirsd and/or owned, held or used in conneaction
with the System, including mains, hydrants, meters, valves, standpipes, storage
tanks, pump tanks, pumping stations, intakes, wells, impounding resarvoirs,
pumps, machinery, purification plants, softening apparatus and all other
facilities necessary, appropriate, useful, conveniant or incidental in connection
with or to a public watar aystem; and shall alsc include any and all additions,
extensions, improvements, replacements, propertias or other facilities at any

;Lm; acquired or constructad for said watar system aftar complation of <the
roject.

"Tap Fees" means the fees, if any, paid by proapective custocmers of the-
systenr in order to connact thereto. ,

. Words importing singular number shall include the plural number in each
case and vice versa, and words importing persons shall include firms and
corporationa; words importing the masculine, feminine or neuter genders shall
include any other gender; and any requirement for execution, sealing and/cr
attestation of the Bonds or any certificate or other document by the Secretary
shall mean that such Bond certificats or other document may be executed, sealad
and/or attested by an Acting Secretary.

ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE BROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Prodect. There ia hersby authorized the acquisition and construction of the
Projact, at an eastimated cost of $600,000 in accordance with the plans and
specificationa which have bean praparad by the Consulting Enginears, heretofora

filed in the office of the Governing Bedy. The proceeds of the Bonda hereby
authorized shall be applied as provided in Article V hereof.

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION
AND ISSUANCE OF BOND

Saction 3.01l. Authorization of Beoad. Subject and pursuant to the
provigicons herscf, the Bonds of the Tasuer to be known as "Hardy County Public
Service District Water Revenue Bond (Wardenaville Extension), Seriee and 19958"
in the principal amcunt of $280,000, i3 hereby authorized to be issued for tha
purpose of financing a portion of the cost of the conastruction and acquiaition
of the Project.

Section 3.02. Description of Bond. The Bond shall be issued as a
single ragistared form, No. BR-1l, and shall be dated on the date of delivery.
The Bond shall bearzr interest from data, payable monthly at a maximum rate of four
and one half percant (4.50%} per annum. or such lower rate that RECD, formerly
FmHEA, will make avallable at closing, and shall be sold for the par value thereot
but in no event gresater than four and one half percent (4.50%) per annum.

The Bond shall be subjact to prespayment of scheduled monthly installments,
or any portion thereof, at the option of the Issuer and shall be payable as
provided in the Hond form hereinafter sat forth.

Section 3.03. Exacution of Bond. The Bond shall be exacuted in‘tha
name of the Issuer by the Chairman and it3s corporata seal shall be affixed
thereto and attestsd by tha Secretary, and the Chairman and the Secratary ars




hereby authorized to execute the Bond and such other documents as are necassary
to finalize thias transaction. In cage any ona or more of the officers who shall
have signed or sealed the Bond shall ceasze to be such officer of the Issuer
bafora the Bond so signed and sealad have been actually seld and deliversd, auch
Bond may nevertheless ba sold and deliverad as herein provided and may be isaued
as if the person who signed or sealed such Bond had not c¢eased to hold such
office. Any Bond may be signed and sealed on behalf of tha Isasuar by such rerson
as at the actual time of the execution of such Bond shall hold tha prover office
in the Iasuer, although at the date of such Bond such perscn may not have held
such office or may not have been so authorized.

Section 3.04. Ne%otiabilitx, Registration, Transfar and Bxchange of
Bond. The Bond shall be and have all tha qualities and ineidants of negotiabie
-inatruments under the Uniform Commereial Code of the State of West Virginia, but
the Bond may only be transferred by tranafer of the reglatration thersof upon the
books required tc be kept pursuant to Section 3.05 hereof, by the party in whosge
namae it is ragistered, in person or by attorney duly authorized in writing, upon
surrender of the Bond for cancallatioen, accompanied by delivery of a written
instrument of tranafer, duly executad in a form acceptabla to the Reglatrar. No
interest in the Bond shall be tranafarabls except by meana of transfer of
ragistration of a Bond representing such interest and delivery of a new Bond or
Bonda in exchange therefor in acsordance with this Bend Resclution.

Whenever the 8ond shall be surrendered far registration of tranafer, the
issuer shall execute and deliver a new Bond or Bonds in authorized denominations,
for a like aggregate principal amount. The Ragistrar shall require the payment
by the new ocwner requesting such trangfer of any tax or other govermmental charge
required to be paid with respect to such transfer, but the Issuer shall pay any
other expenses incurred by the Registrar with reapect to such transfer.

No registration of tranafer of the Bond shall ba permittad to be made aftar
the 15th day next preceding any inatallment payment data on that Bond.

Section 3.08. Registrar. The Isauer shall be ths Bond Registrar and
will keep or cause to be kept by Lts agent at ita office, sufficient books for
the registration and transfer of the Bond, and upon pregentation for such
pPurpose, the Registrar ashall, under auch re=ascnabls requlations aa 1t may
Prescribe, register the Bond initially issued purauvant hereto and reglstsr the
transfer, or cause to be registared by its agent, on such bcooks, the tranafar of
the 3onds a3 hereinbefore provided.

The Reglstrar shall accept the Bond for registration or transfar only Lf
ownership thereof ia to be registared in the name of an Lndividual {including
joint ownership), a corporatien, a partnership or a trust, and only upon receipt
of the sccial security number of each individual, the federal employer
identification number of each corporation or partnarship or social security
numbers of the settlor and beneficiaries of each trust and the name of the
trustee of sach truat and/or such other identifying number and information as may
be required by law.

Secktion 3.06. Bond Mutilated, Deatroved, Stolsn or Lost. In casas the
Bond shall beccme mutilatsd or be dastroyed, stolen or lost, the Isauer may in
its discrstion issue and deliver a new Bend of lika tanor as tha Bond so
mutilated, destroyed, stolen or lost, in exchange and subatitution for such
mutilatad Bond or in lieu of and substitutlon for the Hond dastroyed, stolen or
lost, and upon the holder's furnishing the Issuar proof of his, her or its
ownership therecf and complying with such other reascnable regulations and
conditions as the Issuer may require. The Bond sc surranderad shall be canceled
and held for the account of the Issuer. If the 8ond shall have matursd or be
about to maturs, instead of issuing a substitute Bond tha Issuer may ray the
fame, and if such Bond be destroyed, stolsn or lost, without surrender theraeof.




Section 3.07. Bond Secured by Pladye aof Ravenues. The payment of the
debt service of the Bond ahall be secured forthwith by a parity lien with the
1588 Bond, the 1990 Bond, the 1993 Bend, and the 199857 Seriss Bond on the net
révenues derived from the System in addition to the statutory mortgage lien on
the System hereinafter provided for. The net revenues darived from the System
in an amount sufficient to pay the principal of and interest on the Bond, and to
make the payments as hersinafter provided, are hersby irrevocably pledged to the
payment of the principal of and intereat on the Bond as the same become due,

Section 3.04. Form of Bond. Subject to tha Provisions hereof, the taxt
of the Bond and the other dstalls therecf shall be of subetantially the following
tenor, with such omissions, insertions and variations as may be authorized or
permitted hereby or any supplemental resclution adopted after the date of

adoption hereof and prior to the issuance thereof:




(FORM OF BOND)

$280,000
HARDY COUNTY PUBLIC SERVICE DISTRICT,
TAXABLE WATER REVENUE BOND (WARDENSVILLE EXTINSION),
SERIES 19952

No. BR-1 Date: Decembar 18, 1995

FOR VALUE RECEIVED, the HARDY COQUNTY PUBLIC SERVICE DISTRICT, a public
service district created pursuant to the Act by an order issued by The County
Comnission of Hardy County, in Hardy County of said Stata {herein called
"I3duer"”), hereby promises to pay to the order of the United States of America
({the "Government"), or its registersd ageigns at its National Finance Office, 5t.
Louis, Missouri 63103, or at such other place as the Government may hereafter
designate in writing, the principal sum of Twe Bundred Elghty Thousand and 00/100
Dollars ($280,000), plus interest on the unpaid principal balance at the rate of
‘four and one half percent (4.50%) per annum, The maid principal and interest
shall be paid in the following installments on the following dates: Monthly
installments of interest only, commencing on the 30th day following delivery of
the Bond and continuing on the corresponding day of each menth for the first
twenty-four (24) months after the date hereof, and §1,286.00 covering principal
and interest, thereafter on said corresponding day of each month, except that the
final installment shall be paid at the end of forty (40) years from the date of
this Bond, and except that prepayments may be made as provided hereinbelow. The
consideration herefor shall support any agreement modifying the foregoing
8chadule of payments. . :

If the total amount of the loan is not advanced at the time of loan
cloaing, the loan shall ke advanced to Issuer as requestaed by Igsuer and approved
by the Government, and lnterest shall accrue on the amount of each advance from
its actual date as shown on the Record of Advances attached hereto and made a
rart heraof. '

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

Prepayments of scheduled ingtallments, or any portion thereof, may be made
at any time at the option of Issuer. Refunds and extra payments, as defined in
the regulations of the Rural Economic and Community Development, successor in
interest to the Farmers Home Administration, 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 affact the obligation of Issuer to
Pay the remaining installments as scheduled herein.

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

While this Bond is held by an insured lender, prepayments as above
authorized made by Issuer may, at the option of the Government, be remittad by
the Government to the holder promptly or, except for final payment, be retained
by the Government and remittsd to the holder on elther a calendar quarter basis
Or an annual inatallment due date basis. The effactive date of every payment
made by Issuer, except payments retained and remitted by the Government on an
annual installment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the hoider. The
effective date of any prepayment retained and remittasd by the Government to the




holder on an annual installment due date basis ghall be the date of the
prepaymeént by Issuar, and tha Government will pay the interest to which the
holder is entitled accruing between the effactive data of any such prepayment and
the date of tha Trsasury check to the helder. :

Any amount advanced or expendaed by the Government for the collection hersof
or to praserve or protect any security herefor, or otherwise under the tarms of
any security or other instrument executed in connection with the lcan evidenced
hereby, at the option of the Government shall baccme a part of and bear intersat
at the same rata as the principal of the debt avidenced hereby and be immediataly
due and payable by Iasuar to the Goverrnment without demahd. Issuer agrees to usa
the loan evidenced hereby sclely for Purpcaes authorized by the Government.

Igsuer hereby certifies that it is unabla to ocbtain sufficient credit
elsewhere to finance ita actual needs at reascnabla rates and tarms, taking into
consideration prevailing private and coorerative rates and terma in or near its
community for lcans for similar purposes and rarioda of time.

. This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outatanding for the purpose of providing funds for
financing coste of conatruction of improvements to a water systam (the "Syatem")
of the Isauer, is payable solely from the revenues to be derived froem the
operation of the Systam after there hava been firat paid from such revenues tha
reasonable current costs of operation and maintenance of the System. This Bond
does not in any manner constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provision or limitation.

Regigtration of thia Bond is transferable by the registsred cwner hereof"
in person or by his, her or its attorney duly authorized in writing, at the
office of tha Issuer, as Bond Registrar, but only in the mannar, subject to the '
limitations and upon payment of tha charges, if any, provided in the harein
defined Bond Legislation, and upon surrander and cancallation of this Bond. Upon
8uch transfer a new Bond or Bonds, of authorized denomination or dencminationa,

.for the like principal amount, will be iggued to the transferse in exchange
hersefor. . .

This Bond, under the proviaiona of the Act, is and has all the gqualities
and incidents of a negotiable instrument under the Uniform Commercial Code of tha
State of West Virginia, but may only be tranaferrad by tranafer of registration
hereof with the Bond Reglatracr.

This Bond has been isgsued under and in full compliance with the
Constitution and statutes of the State of West Virginia, including, among others,
Article 137 of chaptar 16 of the Weat Virginia Code (herein called the "Act").

If at any time it shall appear to the Government that Iasuer may be able
£o obtain a loan from a responsible cocoperative or private credit source at
reasonable rates and terma for loana for similar purposes and periods of tima,
Issuer will, at the Government'a request, apply for and accspt such loan in
sufficient amount to repay the Government,

Thias Bond is given as evidence of a loan tao Iasuer made or insured by the
Government pursuant to tha Consolidatad Farmers Eems Rural Development Act, as
amended. This Bond shall be subjact to the requlaticns of the Rural Economic
Community Development, successor in intasrsst to thas Farmers Home Administration,
and to its future regulations not incongistent with the exprsas provisions
hereof.

THIS BOND IS ON A PARITY AS TO LIEN AND SOURCZ OF PAYMENT WITH THE WATER
REVENUE BOND, SERIES 1988, WATER REIVENUE BOND, SERIES 19950, WATER SYSTEM REVENUE
BOND, SERIES 1993 AND TAXABLE WATER REVENUE BOND (PHASE IlI), SERIZS 1995A OF THE
ISSUER DESCRIBED IN THE RESOLGTIONS ISSUED WITH RESPECT TO EACH SERIES.
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The initial address of Government for purposes of bond ragiatrnﬁion ila P.o.
Box 678, Morgantown, WV 26505. .

IN WITNESS WHEREOF, the HARDY COUNTY PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and it

8 corporate seal to be heresunto
affixed or imprinted herson and attested Dy its Secretary, all as of the date
hereinabove written.

: HARDY COUNTY PUBLIC SERVICE DISTRICT
(SEAL) ' ,

By:
Chairman
P.0, Box 209
Moorafield, WV 26936

ATTEST:

By: —
Secretary
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- (Form of)

RECORD OF ADVANCES -

AMOOUNT DATE AMOUNT DATE -
(1) (6)
(2) s (7) $
(3) s {(8) $
(4) s (9) s
(5) s (10) $
- . TOTAL §

{(Form of Assignment)
' ASSIGNMENT

FOR VALUE RECRIVED tha undersigned salls, 22aigns, and transferg unts

the within Bond ard doas. hereby irrevocably conatitute ang appoint

» Attorney to transfer the said Bond on
the books kept for regiatration of the within Bend of the said Issuer with fyll
Power of aubstitution in tha Premjises.

DATED: .

In the presence of:
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ARTICLE IV
INTERIM CONSTRUCTION FINANCING

Section 4.01. Authorization and General Terms. In order to Fay certain
costs of the Project pending receipt of the gross proceeds of the Beond, the
Issuer may issua and sell its Nota or Notas (the "Notes"), in an aggregata
principal amount not to axceed $280,000. The Notes may ba isgued aa evidence of
a line of credit from a commercial bank or cther lender, at the discretion of the
Iaguer, and as shall be aat forth in a resolution supplemental hersto. The Notes
shall bear interest from the date or dates, at such rata or rataa, payable on
such date or dates and shall mature on such date or datsa and be subjact %o guch -
pPrepayment or redemption, all as.provided in the supplemental resclution.

Saction 4.02. Terms of and Securlt forrﬁotes. The Notes, if issued,
shall be igsued with such terma and secured in the manner set forth in a
supplemental reaolution.

Section 4.03.  Notes are Special Obligg;ioha. The Notes shall be
special cbligations of the lasuer payable as to principal and intersst asolely

from the proceeds of the Bond, grant proceeds, surplus revenues, letter of cradit
proceeds, if any, and other ascurces. The Notas do not and shall not constitute
an indebtedness of the- Issuer within the meaning of any constitutiocnal or
statutory provisicns. The general funds of the Issuer are not liable and neither
the full faith and credit nor the taxing power, if any, of the Issuer is pledged
for the payment of the Notas. The holders of the Notas shall never have the
right to compel the forfeiture ¢f any property of the Iasuer. The Notas shall
not be a debt of the Issuer, nor a legal or equitable pledge, charge, lien or
encumbrance upcon any property of the Issuer or upon any of its income, receipts
or revenues except as sat forth in the supplemantal resolution.

Saction 4.04. Execution of Documenta. The Notes, Credit Agruement and
any other documents required to bhe executed by the ccmmercial bank or other
lender shall be executed in the name of the Isgsuar by the Chairman, and the
Chairman and Secretary ars hersby authorized to executa any Note, Notes, Credit
Agreement or any other documents necessary to securs the interim financing.

ARTICLE V.

REVENUES AND APPLICATION THRERZOF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 5.01. Eatablishment of Funds and Accounta with Depoaitory Bank.
The following special funds or accounts are created and establlished with {or
continued if previcualy established by the 1988 Resoclution) and shall be held by
the Depository Bank, separate, digtinct and apart from all other funds or
accounts ¢f the Depovsitory Bank and from each other:

(1) Revenue Fund (eatablished by the 1988 Resclution and continued
hereby);

(2} 1995B Projeact Conatruction Account;

(3) Reservs Fund (established by the 1938 Resolution and continued
hereby}:;

{4) Depreciation Reserve (eatablished by the 1938 Resolution and
continued hereby); and

{5) Sinking Fund.
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Section 5.02. Bond Procseds; 1995a Project Construction Account: all
moneys received from the sale of the Bond shall be depositad on racaipt by the
Isauer in the Devository Bank, a member of Federal Deposit Insurance Corporation
(FDIC), in a special account hersby now established and designated as "$280,000
Hardy County Public Servics District Wataer System Construction Account
(Wardensville Extension)” (herain called the "19958 Project Construction
Account"). The monaeys in the 19958 Project Construction Acceunt in excesa of tha
amount insured by FDIC shall be secured at all times by such bank by securitiag
or in a manner lawful for the sacuring of deposits of stata and municipal funda
under West Virginia law. Moneys in the 199SB Project Construction Account ghall
be expended by the Iasuer aclely for the purroses provided harein.

Until completion of the ceonstruction of the Project, the Issuer will
transfer from the 19953 Project Conatructiocn Account and pay to the Purchaser ca
or befcre the due date, euch sums aa shall be from time to time requirad to make
the monthly installment payments on the Bond if there ars not gufficient Net
. Revenues t¢ make such monthly payment

If the Issuer shall determine at any time that all funds on deposit in the
1995B Project Construction Account exceed the estimated disbursements on account
of the Project for the ensuing ninety (90) days, the Issuer may invest auch
axcess funda in Qualified Investments, :

Pending application as provided in thia Secticn 5.02, meonay and funds in
tha 19958 Project Construction Account shall be invested and rainvestad at the
direction of the Isguer, to the axtant possible in accordance with applicabla
law, in Qualified Investmanta. :

When constructicon of the Project has been completed and all costa thersof
have been paid or provision for such payment has been made, any balance remaining
in the 19958 Project Construction Account shall be disposed of in accordance with
the raqulaticns of the Purchaser.

Seaction 5.03.° Covenants of the Issuer as to Revenues and Punda. So
long as any of the Bonds sha @ outstanding and unpald, or until there shall
have been set apart in the Reserve Fund a sum sufficient to ray, when due or at
the earliest practical prepayment date, the antire principal of the Bonds
remaining unpaid, together with interest accrued and te accrue therecn, the
Issuer further covenants with the holder of the Bond as follows:

(A} Ravenue Fund. The entire Gross Revenues derived from the operation
of the System, and all parts therecf, and all Tap Fees received, sghall be
depoaited as collscted by the Issuer in a special fund in a bank or trust company
in the State of West Virginia which is a member of FDIC, which Fund, known as the
"Revenue Fund" originally established under the 1988 Resolution and which is
hereby continued hereunder with the Depository Bank. The Ravenua Fund shall
constitute a trust fund for the purposes provided hersin and shall be kept
separate and distinct frem all other funda of the Iasusr and used only for the
Purposes and in the manner provided herain.

(B) Disposition of Revenues. All Revenues at any time on deposit in the
Revenue Fund sha e disposed of conly in tha following order and prierity
subjact to the proviaiens of Section 4.04 of the 1988 Resolution not ctherwise
modified herein:

(1) The Issuer shall firat each month pay from the moneys in the Ravenue
Fund all current Operating Expenseas.

(2) The Issuer shall next, each month, on or before the due dats of
Payment @f each installment on the Bonds, tranafar from tha Revenue Pund and
remit to the National Finance Office designatad in the Bend (or such other place
a8 may be provided pursuant te the Bond), the amount raquired to pay the interest
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on the Bonda, and to amortize the Principal of the Bonds ovar the rescective
lives of sach Bond isgue. Aall payments with respect to principal of and iﬁtazest
on the Bondas shall be made on an equal Pro rata baais in accordance with the
respactive aggregats principal amounts thereo? outstanding and on a parity with
each other. There is harsby creatad a ainking fund at the Depoaitory Bank into
which the Isguer shall depcait sufficisnt amounts from the Ravenue Fund to pay
the intarest on the Bonds and to amertizs the Principal of the Bonda over the
remaining respective lives of each Bond issue. As long as the Government owna
the Bonda, such depcsita can ba replaced Dy the remittances describad above.

(3) The Issuer shall next, on each data that payment ia made as set forth .
in (2) above, transfer from the Revenue Fund and remit to the Depository Bank for
depcsit in the Reserve Fund, 1/12th of 1/10th of the amount, aa of thae date of
calculation, equal to the maximum aggragate amount of principal and intersst
which will hecome due on the Bonds in any year, until the amount in the Reearve
Fund equala such maximum amount (the "Reserve Requirement™). After the Reserve
Requirsment has been accumulated in the Reserve Fund, the Issuer shall monthly
depoeit into the Raserve Fund such part of the moneys remaining in the Revenus
Pund, after such provision for payment of monthly installments on the Bonds and
for paymant of Operating Bxpenses of the System, as shall be required to maintain
the Reserve Requirement. Moneys in the Reserve Fund not required to be
tranaferred toc the Earninga Fund pursuant to Sectien 4.04 of tha 1988 Resolution
shall be used solely to make up any deficigncy for monthly payments of the
principal of and interest on the Bonda to said National Pinance Office (or cther
place provided) ae the same shall beccme duae or for prapayment of installments
on the Bonds, or for mandatory prapayment of the Bonds as hereinaftear provideq,
and for no other purpose, on an equal pro rata baais in accordance with the
respective aggregate principal amounts thereof outstanding and on a parity with’
each other,

(4) The Iasuer shall next, on each date that payment is mada a3 set forth
in (2) above, tranafer from the Revenue Fund and daposit in the Depraciation
- Reserve, the moneys remaining in the Raevenua Pund and not vermitted to be
retained thersin, until thers has been accumulated in the Depraciation Reserve
the aggragate sum of $56,650, and thereafter such sums ags shall be raquired to
maintain such amount therein. Moneys in the Depreciation Raserve, other than any
Sum or sums required to be transferred to the Barnings Fund pursuant to Section
4.04 of the 1988 Resolution, shall be used first to make up any deficliancies for
monthly payments of principal of and intarest on the Bonds as tha same beccme
due, and next to restors to the Reserve Fund any sum or sums transferrad
therefrom other than pursuant to Section 4.04 of the 1988 Regolution, all on a
pro rata bagis. Thereaftar, and provided that paymenta into the Reserve Fund are
current and in accordance with the foregoing provisions, mcneys in the
Depreciation Reserve, other than any sum or suma ragquired to be tranasferred toc
the Earnings Pund pursuant to Saction 4.04 of the 1988 Resolution, may be
withdrawn by the Issuer and used for sxtraordinary repairs and for raplacements
©f equipment and improvements for the System, or any part thereof.

{5) After all the foregoing provisions for use of moneys in tha Revenue
Fund have been fully complied with, moneys ramaining therein and not permitted
to be retained therein, if any ("Surplus Revenues"), may be used to prepay
installments of the Bonds, pro rata, or for any lawful purpoge.

Whenever the meney in the Reserve Pund (other than moneys required to be
tranaferrad to the Barnings Fund pursuant to Section 4.04 of the 1938 Reszolution}
shall be sufficient to prepay the Bonds in full, it shall be the mandatory duty
of the Issuar, anything to the contrary herein notwithstanding, to prepay the
Sonds at the earliest practical date and in accordance with applicabls provisions
hereof.

The Depository Bank is hereby designated as the Plscal Agent fo; the
adminiatration of the Reserve Fund and the Dapreciation Reserve, hezein provided,
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and all amounta required for the Reserve Fund and the Depreciation Reserve will
be depcaitad therain by the Issuer upen transfarsg of funds frem tha Revenus Pund
at the times provided herain, together with writtan advices stating the amcunt
remitted for depcsit into each such fund.

All the funds provided for in this Saction, except with z=spect to the
Rebate Fund and Bxcass Investment Barnings (a3 defined in tha 1588 Resolution)
in the Barnings Mund, which shall be held for rebata te the United States free
from any such lien or trust, shall constituta trust funds and shall be used only
for the purpcses and in the order providad herein, and until @c usad, the
‘Purchager shall have a lien thereon (other than such Bxcess Investment Barnings -
in the ‘Earnings Fund and the Rebats Fund ag aforesaid) for further securing
payment of the Bonds and the intarest therson, but tha Dercaitory Bank shall not
be a trustee as to such funds. It ig to be understocd that all funds in the
Raebate Fund shall be held free and claar of any such lisn or trust and shall only
be used for the purposes sat forth in the 1988 Resolutiocn notwithstanding
anything else herein to the contrary. .

If on any payment date the Revenuas ars insufficient to maka the raymants
and transfars as hereinabove providad, the deficisncy shall be made up in the
subsequent payments and transfars in addition tc those which would otherwise be
required to be made on the subsequent paymant dates.

Subject to the 1988 Resolution, the Depcsitory Bank, at the direction of
the Issuer, shall keep tha moneys in the Reserve Pund and the Depreciation
Resarve investad and reinvestad to the fullest extent possibla in accordance with
applicable law, and to the extent practicabla, in Qualifiad Investments having
maturities conscnant with the required use thereof. Investments in any fund or
account under this Bond Resolution shall, unless otherwise provided herein or
required by law, be valued at the lower of cost or the then current market valuae,
or at the redomption price thereof if then radeamable at the option of tha
holder, including value of accrued interest and giving effect to the amartization
of diascount, or at par 1f such investment is held by the "consclidated fund"
managed by the West Virginia State Board of Investments. Any investment shall
be held in and at all times deemed a part of the fund or account in which such
moneys were originally held, and interest accruing thereon and any profit or loss
realized from such investment shall be credited or charged to the appropriate
fund or acecount.

{<) Change of Depositc Agent and Piscal ent . The Issuer may
designate another bank or trust company insured by FDIC a3 Fiscal Agent and
Depcaitory Bank if the aforesaid Bank should cease for any rsason to serve or if
the Governing Body determines by ordinancs that said Bank or its successor should
no longer serve as Fiascal Agent ¢r Depository Bank. Upon any such change, the
Governing Body will cause notice of the change to be sant by registarsd or
cartified mail to the Purchaser.

(D) User Contracta. The Issuer shall, prior to delivery of the Bonda,
provide evidance that there will be 82 bona fide users of the propesed System
when the extension of the System is completad and placed in operation, and must
obtain user agresements and the user contribution from each new user and deposit
in the 19958 Project Construction Account all such naw user contributiona
collectad,

(B) Charges and Fees. The Issuar shall remit frcm the Revenue Fund to
the Depoeitory Bank such additional sums as shall be nacesasary to pay the charges
and fees of the Depository Bank then due.

(F) Inveastment of Excess Balances. The moneys in axcesa of the aum
ingured by thae maximum amounts insured by 7DIC in any of such funds or accounts
shall at all times be secursd, to the full extent thersof in excess of such

1ls




insurad sum, in a lawful manner for securing dspozits of state and muni N
funds under the laws of tha Stats. Fo nlclipal

{G) Remittancaes. All remittances made by the I3suer to tha Cagository
Bank shall clearly identify the fund or account inte which each amount iz to be
depesitad,

{H) Groas Raveanusgd. The Gross Ravenuss of the System ghall only be ugad
for purposes of tha System.

ARTICLE VI
GENERAL COVENANTS

Saction 6.01. Ganeral Statament. S50 long as the Bonds shall be
outstanding and unpaid, or until there ahall have been met apart in the Reserve
Fund a sum sufficient to prepay the entire principal of the Bonds remaining
unpaid, together with intarest accrued and to accrue therson te the date of
prepayment, the covenants and agreements contained herein shall be and constituta
valid and legally binding covenants between the Issuer and the Parchaser.

Section 6,012. Rates. The Issuer will, in the manner provided in the
Act, fix and collect such rates, fees or other charges for the services and
facilities of the Syatam, and revise the game frem time to time whenever
necessary, as will always provide ravenues in each fiacal year sufficlent to
produce net revenues agual to not lese than ocne hundred tan percent (110%)
Fercent of the annual debt service on the Bond and to maka the payments ragquirad
herein into the Reserva Furd and all the neceasary expenses of operating and
maintaining the System during auch fiscal year and such rates, fees and other
charges shall not be rsducasd @0 as to bae inaufficlent to provida adequate
ravenuea for such purposas.

Section 6.03. . Sale of the System. Tha Systeam will not be scld without
the prior written consent of the Puré%aaar 80 long as tha Bond is outstanding.

-8uch congent will provida far diaspoaition of the proceeds of any such sale.

Saction 6.04. Iasyance of Additional Parity Honds or Obligationa. No
additional parity bonds or cbllgationa payable out of the revenueas 03 the System
or any part thereof shall be isaued after the issuancs of the Bond pursuant
hereto axcept with the prior written conaent of the Purchaser or the then holder

of or Trustea or agent for the holder of the Bond.

Section 6.05. Ingurance and Bond. The Issuer hereby c<ovenants and
agraes that it will, as an expenae of conatruction, operation and maintenance of
tha Systam, procurs, carry and maintain, so long as the Bond ramaina outstanding,
ingurance with a reputabla insurance carrier or carrisrs covering the following
rigke and in tha following amounts:

{a) Real Proverty Insurance, to be procurad upon acceptance of any part
of the Project from the contractor, and immediataly upon any portion of the
System now in use, on all above-ground structures of the Systam in an amount
equal to the full insurable value thereof. 1In tha 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 raspair or recenstruction 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 Isauer during construction of tha Projact in tha
full insurable value ther=of. :

(b) Public Liability Insurance, with limits of not less than $500,000 for
ona cr mcra personsd Lajured cr killed 1ln one accidsnt to protect tha Isauver frem
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claims for bodily injury and/or death, and not less than $200,000 to protact the
Issuer from claimas for damaga to Property of others which Zay arisa from the
operation of the Systam, such insurancs to be Procured not latar than tha date
of dalivery of the Bonds.

(c) Vehicular Public Liabilis Insurance, in the event the Issuar ocwna
or operated any vehicla in the operation orf the Syatem, or in the event that any
vehicle not ownad by the Iassuer is operated at any time or times for the banefit
of the Issuer, with limits of not lass than $500,000 for one or more personsg
injured or killed in one accident to protact the Iasuer from claimg for bodily
injury and/or death, and not lesa than $200,000 to protect the Isesuer from claima
for damage to Property of othars which may arise frem Buch operation of vehicles,
such insurance to be Procured prior to dcquisition or commencement of operation
of any such vehicle for the Issuer.

{d} Workers' Compensation coverag‘e for all Emg‘loxees of the Town Bligibla
Therefor and Per ormance and Pa nt_Bonda,” such bonds %0 be in the amounts o
one hundrad percant (100%) of the construction contract, will be required of each
Prime contractor, and such pPayment bonds will be filad with the Clerk of the

Project in compliance with West Virginia Code Section 33-2-39. Workera:
compensation ilnsurance will be maintained as réquired by the laws of the State

{f) Flood Insurancs to ba procured, to tha extent availabla at rasagonable
cost to the Isager.

{(g) Provided, however, and in lieu of and notwithstanding the foragoing
Proviaions of this Section, during conatruction of the Project and ago long as the
Bond is ocutstanding, the Issuer will carry insuranca and bonds or cause insuranca
and bonds to be carried for the protection of the Iseuer, and during such
construction will requira each contractor and subcontractor to carry lasurance,
©f such types and in such amounta as the Purchaser may specify, with insurance
carriers or bonding companies Acceptable to the Purchaser.

Section §.06. Statutory Mortgage. PFor the further protection of the
holder of the Bond, a statutory mortgags lien upon the Syatam ia grantad and
creatad by the Act, which atatutory mortgage lien ia hereby recognized and
declared to be valid and binding and shall take effact immediately upon delivery
of the Bond. _

Section 5.07. Bvents of Default, pach of the following events ia
hereby declared an "Event of De ault'r;

(A) Faillure to make payment of any monthly amortization installment at
the data gpecified for payment thereof and/or;

(B) Failura duly and punctually to obagarve or parform any of the
Covenants, conditions and agraements on the part of the Issusr contained in the
Bond or hersin, or vielation of or fallure te observe any provision of any
Pertinent law or of this Rond Resolution.

Section §£.03. Enforcement. Upon tha happening of any Bvent of Dafault
Specifiad ahove, then, and in avery such case, tha Purchager may procaad to
Protect and enforca i:ts rightas by an appropriate action in any court of competent
jurisdiction, either for the specific performanca of any covenant or agrzement,
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or execution of any power, or for the enforcemant of any procer lagal or
equitable remedy as shall be deemed moat effectual to protect and enforce guch
rights and shall hava all rights prescribed by tha Act, W.va. Coda and othar
~applicablae law,

Upon application by the Purchaser, such court may, upon proof of such
default, appoint a recaiver for the affairs of the Issuer and the System. The
Receiver eo appointad ehall administer the System on behalf of the Iseuer, ahall

shall procsed undar the diraction of the court to obtain authorization to
incraase ratas and chargaes of the System, and shall have the power to collaet and
recaive all revenues and apply the same in such manner as the court may direct.

Section 6.09. Piscal Ymsar; Budget, While the Bond ia outstanding and
unpaid and to the extent Tot now proHIEIt%H by law, the Systam shall be operatad
and maintained on a fiscal year basis cemmencing on July 1 of each year and
ending on the following June 30, which period shall also constituts the budget:
year for the operation and maintenancas of the Systam. Not later than thirty (30)
days prior to the beginning of each figcal year, the Issuer agrees to adopt an
Annual Budget for the ensuing ysar, and no expenditures for operation and
maintenance expenses of the Systam in excess of the Annual Budget shall be made
during asuch fiscal year unless unanimousaly authorized and dirsctad by the
Governing Body. Copias of each Annual Budget shall be delivered to the Purchaser
by the beginning of each fiscal year.

If for any raason the Issuer shall net have adoptad an Annual Budget before
the first day of any fiscal yesar, it shall adopt a Budget of Current Expanasesa
from month to month until the adoption of an Annual Budget; providad, however,
that no such monthly budget shall exceed the budget for the corresponding month
in the year nexs preceding by more than ten percent (10%); and provided further,
that adoption of a Budget of Current Expenses shall not constitute compliance
with the covenant to adopt an Annual Budget unlesa failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Bach such Budget of
Current Expenses shall be mailed immediately to the Purchaser.

Section 6.10. Compengation of Members of Govern Body. The Issuer
hereby covenants and agress that no compensaticn for Policy direction shall be
Paid to the members of the Governing Body in excess of the amount Fermitted by
the Act. Payment of any compensation to any such membar for pelicy dirsction
shall not be made Lf such payment wculd cause the Net Revenues to fall below the
anount required to mest all paymeats provided for hersin, nor when thara is
default in the performance of or compliance with any covenant or provision
hersof,

Sectlon &.11. Covenant to Proceed and Complete. The Issuer heraby
covenants to proceed as promptly as possible with the conatxuct%on of the Project

Section 6.12. Books and Records; Audits. The Issuer will kaep booka
ard records of the Systam, which ahall be separate and apart from all othar
bocks, records and accounta of the Issuer, in which completa and corract antrias
8hall be made of all transactions relating to the System, and the Purchaser shall
Rave the right at all reasenable times to inspect the System and all records,
Accounts and data of the lssuer ralating thereto.

The Igsuer shall, at least onca a year, cause said books, records and
agccounts of the Systam to be properly audited by an lndepandant_compatent firm
of certifiad public accountants and shall mail a copy ©f such audit report te the
Purchaser. The Issuer further covenants to comply with the Act with respect to
such books, racords and acecounts.

139



. Section 6.13. _ Maintenance of Syatem. The Issuer covenants that it wi1)
continuously operate, in an economical and efficiant manner, and maintain the
System ag a Tevenue-producing utility as hereipn Provided so long as the Bond ig

outstanding.

Section 6,14, No Competition. To the extent legally allowabla, the
Issuer will not Fermit competition with the System within its boundariagg or
within the territory served by it and will not grant or cause, consent te or
allow the granting of any franchisae, Permit or other authorization for any
person, firm, corporation, Public or privates body, agency or instrumentality
whatscever to provide any of the services supplied by the System within tha
boundaries of the Isauer or within the tarzitory served by the System. :

ARTICLE VIT
RATES, ROLES, COVENANTS, ETC,

Section 7.01.  1Initial Schedule of Rates and Charges.

A.
facilities of the System shall be as get forth on an Order of the Public Service
Commission dated August 10, 1995, and amended October 20, 1995, and Pecember g,
1995, in Case Number 94-0570-PWD-CN, which orders are incorporated herein by
reference and are made a part hereof.

Rateg Minimum Charge
Available for general domestic, No bill shall be rendered for legg
Commercial and industrial servicea. than the following amounts

: ‘ according to the gize of meter

installed.

FPirst 3,000 gals. @ $7.00 per M gals, 5/8" meter $21.00 per month
Next gals, @ per M galsg. 374" meter $31.50 per month
Next galas, @ per M gals, 1» meter $52.50 par month
Next gals. @ per M gals. 1 1/2n meter $105.00 per month
Next gals. @ per M gals. 2" meter $163.00 per month
Next gals., @ per M gals, an meter $315.00 per month
Next gals. @ per M gals, 4n meter $525.00 per month
Next gals. @ per M gals, an meter $1,250.00 per month
Over 3,000 gals. @ $7.00 per M gals, gn meter $1,680.00 per month

{(Minimum Monthly Bill $21.00 for 3,000 gallonas)

Delayed Pa§§ent Penalty o
The ove tari, is net. omn a1} 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 ba discontinued. water 3ervice will not he restored until all past
due water billg have been paid in full and all accrued penalties plus a
Feconnection charge have been paid.

Connection Charge

Pricr t& conatruction - $100.00, :
After start of construction, there shall pe & charge of $350.00.
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Reconnection Charge
$20.00.

Section 7.02. Watar Purchase Contract. As required by the Letter of
Conditions and as authorized by the Publlic Servica Commission, the Isasuer shall
enter and is authorized to enter into a Watar Purchase Contract with the Town of
Wardensville to purchase treated water. '

Section 7.03. Purther Covenantsa.

The Issuer héreby further covenants and agrees as follows:

A. There shall not be any discrimination or differantial in ratgs
between customers in similar circumstances. : '

B. The Issuer may require any applicant for any aesrvice by the Syatam
to deposit a reasonable and equitable amount to insurs rayment of all chargea for
the services rendared by the System, which daposit shall be handlad and disposad

-of under the applicable rules and ragulations of the Public Service Commigsion
of West Virginia.

c. Tha Issuer, to the extent permitted by law, will not accept pavment
of any water bill from a customer served with water and sewer sarvices by the
Isauer without payment at the same time of a sewer bill cwed by such customer for
the same premises.

B. All delinquent fees, rates and charges for services or facilities of
the Systsm shall be lians on the premizes saerved of equal degrea, rank and
priority with the lien on such premises of stata, county, school and municipal
taxes, as provided in tha Act. The Isguer shall have such remedies and powars
a3 are provided under the Act and other applicable provisions of law with regard
to the collectlon and enforcesment of such fees, rates and chargeas.

E. The Issuer will not render or cause to he rendersd any free services
of any nature by the Systam nor any of the facilities; and in the event that the
Issuer or any department, agency, cfficer or employee thereof should avall itself
or themselves of the services or facilities of the Syatam, the same fees, ratas
and charges applicabls to other customers recelving like services undar similar
circumstances shall be charged, such charges shall bae paid ae they accrue, and
revenues go received shall be depcsited and accounted for in the same manner as
other Revenuss of the System.

ARTICLE VIII
MISCELLANEOUS

Section 8.01. Defeasance of Bond. If the Issuer shall pay or there
shall otherwise be paid, to the Holder 6f thae Bond, the principal of and interast
due or to become due therson, at the times and in the manner stipulated therein
and in this Bord Resolution, then with respect to the Bond, the pledge of Net
Revenues and other moneys and securities pledged under this Bond Resoluticn and
all covenanta, agrsements and othar obligations of the Issuar to the Registared
Quwner of thae Bond, shall thereupon cease, taerminate and become void and be
discharged and gatisfiad.

Section 8.02. Filing Under Uniform Commercial Coda. Contamporaneously
with the daelivery of the Bond, the lasuer ahall executs Financing Statements
meeting the requirements of the Uniform Commercial Code of West Virginia and
promptly thereafter shall file such Pinancing Statements in the officas of the
Secretary of State of West Virginia and of the Clerk of tha County Commission of

Hardy County.
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Saction 8.03. Delive of Bond. The Chairman and Secretary of the
Governing Bedy ars hereby authorized an dirsctad to causa tha Seriass 19953 Bond
numbersd BR~1, hareby awardad to tha Purchasar purguant to prios agreemant, té
be delivered to the Purchaaer as soon a3 the Purchaser will accapt such delivery,

Section 8.04. Savarabllity of Invalid Provision. If any ona or mors
of the covenants, agreements or provisions hersof should Be held contrary o any
axprass provision of law or contrary to the policy of exprass law, although not
exprassly prohibited, or against pPublic policy, or sahall for any reason
whatscever be held invalid, then such coveanants, agreementa or provisions shall
be null and void and shall be deemed geparabls from the remaining covenantsa,
agreementa or provislions hersof, and shall in pe way affect tha validity of all
the other proviaions hereof or the Bonda.

Section 8.05, Conflicting Provisions Rerealaed. All rssolutiona and
orders, or parts thersof, in con?%ict with the provislona hereof are, to the
extent of such conflicta, hereby rapealed; providad that thia Section shall not
be applicabla to the Loan Rasolution (Form PmHA 442-47). :

Section 8.06. Table of Contents and Headingm. The Table of Contantsa
and headinga of the articlea, sections and subsectiong ﬁereof are for conveniance
only and shall neither control nor affect in any way the meaning or censtructicn
of any of the provisions hereof.

Section 8.07. Modification or Amendment; The Bond Resolution may not
be medified or amended in any matszial manner aiter final passage without the
pPrior writtan consent of the Purchaser and/or holder of the Bord.

Section 8.08. Covanant of Due Procadure, EBtc. The Issuer covenants
that all acts, conditiona, thinga and procedures requirad to exist, to happen,
to be performed or to be taken procedent to and in tha adoption of this
Rasolution do exiat, have happened, have been raxrformed and have been taken in
ragular and due tims, form and manner aa Taquirad by and in full compliance with
the laws and Conatituticn of the State applicable theratc; and that the Chairman,
Secretary and members of the Governing Body were at all times when any actions
in connection with this Resolution occurrsd and are duly in office and duly
qualifiaed for such office.

Section 8.09. Supplemental Rasclutions. .Tmn Issuar may pasa such

supplemental resclutions, 1% necasaary, to ezfectuata tha purpoaes and intant of
this Resolutien.

Section 8.14. Effactiva Tima. This Reaclution shall take effect
immediately upon its adoption.

Section 8.11 Statutory Noticae of Meating and Bond Issue. An abatracg
of this Bond Rasclution detsrmined by the Governing Body to contain sufficient
information aa to give notice of the contants harecf shall be publishad once in
2 qualifisd newspaper having a general circulation in the Hardy County Public
Service Diatrict, together with a notice stating that thia Bond Resclution will
be considersd and that the Isauer contamplatas the iasyance of the Bond, and that
any person intarasted may appear befora the Public Sarvics Board upeon a date
cartain, not less than tan (10) days subsaquent to the data of publicaticn of
such abatract of this Bond Reaclution and notice, and pressant protasts, and that
& certifiad copy of the Rasoclution is on fils with the Governing Body for reviaw
Sy interested persons during office houra of the Governing Body. At such
meating, all cbjections and suggestions shall be heard, and the Govarning Body
shall taks such action as it shall deem pProper in the premises.

Pasasaga of Rasolution
Fallowing Meeting - December 18, 13595,
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HARDY COUNTY pumLIC SERVICE DISTRICT

-

By: k'/'/}@' s G s

Chairman V4

[SEAL)

Atteaest:

By: E:;{;Lraqéqf 23 "77i£§éiéIE§)
 Secratary o
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CERTIFICATION
I, BEdward 2. Mstheny, Secretary of the Hardy County Public Sarvice
District, hereby certify that the foregoing is a true and correct copy of an
Resolution approved at a meeting of the Publie Service Board of the Hardy County
Public Saervice Diatrict held on Deacember 13, 1995, T further hereby certify that
the action of said Public Service Board set forth therein Temains in full force
and affect and has not been amended or repsealed. .

WITNESS my signaturs on this /'

———iis

. Secraetary

day of December 1995.
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STATE oF WEST VIRGINIA, -
COUNTY OF HARDY, to-wits
The foregoing instrument was acknowladged hefors me thia

of said public service district.

My commission expires AR A I

/" day of
December, 1995, by Matthew G. Gapp, the Chairman of the Hardy County Pu.yl’:lic
Service District, a public service district created purauant to the Act by an
ordar igsued by The County Commission of Hardy County, West Virginia, on behalf

STATE OF WEST VIRGINIA, Hardy County Commission Clerk's Office . _December 18, 1995 - 11:38 aM

The foregoing Instrument, together with the certificate of its acknowledgment, was this day presented in

said office and admitted to record.

Clerk.

4

. Q_g/odma-\
este
4

CASTO B NARMIE INC., SPENQER, ¥. V5. RE.ORDEN NG, 16228-95
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HARDY COUNTY PUBLIC SERVICE DRISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE PROPERTIES
CONSISTING OF ADDITIONS, IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS SYSTEM OF
HARDY COUNTY PUBLIC SERVICE DISTRICT, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED
THEREOF, THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN $500,000 IN AGGREGATE PRINCTIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1998 A
(UNITED STATES DEPARTMENT OF AGRICULTURE), AND NOT
MORE THAN $50,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 1998 B (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 HARDY COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE |

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. Hardy County Public Service
District (the "Issuer") is a public corporation and public service district and political
subdivision of the State of West Virginia in Hardy County of said State, duly created pursuant
to the Act by The County Commission of Hardy 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 systern 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 al] appurtenant facilities, within the boundaries of the Issuer o be
owned and operated by the Issuer.

B.  Itis 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 a water distribution
System, including meter services, valving, air release valves and water storage tanks for the
Phase IN - A service area of Frosty Hollow, Welton Orchard Road and Power Spring Road
in Hardy 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 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 acquisition and construction of the
Project is $2,170,000, of which $550,000 will be obtained from the proceeds of sale of the
Series 1998 Bonds herein authorized, $845,000 will be obtained from a grant from the
Purchaser, and $775,000 will be obtained from 2 grant from the United States Department
of Housing and Urban Development (Small Cities Block Grant through the State of West
Virginia).

E.  Itis necessary for the Issuer to issue its water revenue bonds, in the total
principal amount of $550,000 in two series, being the Water Revenue Bonds, Series 1998 A
(United States Department of Agriculture) (the "Series 1998 A Bonds"), in the aggregate
principal amount of $500,000, and the Water Revenue Bonds, Series 1998 B (United States
Department of Agriculture) (the “Series 1998 B Bonds™), in the aggregate principal amount
of $50,000 (collectively, the “Series 1998 Bonds”), to finance a portion of the costs of such
acquisition and construction in the manner hereinafter provided. The costs 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 1998 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;
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expenses for plans, specifications and surveys; other expenses necessary or incident to
determining the feasibility or Practicability of the Project, administrative expense, and such
other expenses as may be necessary or incident to the financing herein authorized, and the
acquisition and construction of the properties and the placement of same in operation;
provided that, reimbursement to the Issuer for any amounts expended by it for the repayment
of indebtedness incurred for costs of the Project by the Issuer shall be deemed costs of the

Project.

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

G.  There are outstanding the following obligations of the Issuer which will
rank on a parity with the Series 1998 Bonds as to liens, pledge and source of and security for
payment: (i) Water Revenue Bond, Series 1988, dated March 15, 1989, issued in the original
aggregate principal amount of $300,C00 (the “Series 1988 Bonds™); (ii) Water Revenus
Bond, Series 1990, dated July 12, 1990, issued in the original aggregate principal amount of
$50,000 (the “Series 1990 Bonds™); (iii) Water System Revenue Bond, Series 1993, dated
June 22, 1993, issued in the original aggregate principal amount of $330,000 (the
“Series 1993 Bonds™); (iv) Taxable Water Revenue Bond (Phase III), Series 1995 A, dated
December 18, 1995, issued in the original aggregate principal amount of $320,000 (the
“Series 1995 A Bonds”); and (v) Taxable Water Revenue Bond (Wardensville Extension),
Series 1995 B, issued in the original aggregate principal amount of $280,000 (the
“Series 1995 B Bonds”). )

The Series 1988 Bonds, the Series 1990 Bonds, the Series 1993 Bonds, the

Series 1995 A Bonds and the Series 1995 B Bonds are collectively referred to herein as 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 1998 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.  ltisin the best interest of the Issuer that the Series 1998 Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated
June 23, 1997, 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 1998 Bonds, or will have so complied prior to issuance of the Series 1998 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
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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 Legislation Contitutes Contract. In consideration of
the acceptance of the Series 1998 Bonds by those who shall be the Registered Owner of the
same from time to time, this Resolution (the "Bond Legislation") shall be deemed to be and
shall constitute a contract between the Issuer and such Registered Owner, and the covenants
and agreements set forth herein to be performed by the Issuer shall be for the benefit,
protection and security of the Registered Owner of the Series 1998 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 1998 Bonds and the Prior Bonds,
"Chairman" means the Chairman of the Governing Body.

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

"Depository Bank” means Capon Valley Bank, Moorefield, 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,
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"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 Hardy County Public Service District,
a public service district and 2 public corporation and a political subdivision of the State of
West Virginia, in Hardy County, West Virginia, and includes the Governing Body.

"Letter of Conditions™ means, collectively, the Letter of Conditions of the
Purchaser dated June 23, 1997, 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 1998 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 premiums, 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 annuaily recurrent but
which are such as may reasonably be expected to be incurred, and such other reasonable
operating costs as are normally and regularly included under recognized accounting principles
and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses stated
above for the current year as working capital, and language herein requiring payment of
Operating Expenses means also retention of not to exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bonds and 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 Series 1988 Bonds, the Series 1990
Bonds, the Series 1993 Bonds, the Series 1995 A Bonds and the Series 1995 B Bonds, of the
Issuer described in Section 1.02G hereof.

"Prior Resolutions” means, collectively, the resolution of the Issuer adopted
March 15, 1989, authorizing the Series 1988 Bonds: the resolution of the Issuer adopted
July 12, 1960, authorizing the Series 1950 Bonds; the resolution of the Issuer adopted June 7,
1993, authorizing the Series 1993 Bonds; the resolution of the Issuer adopted December 18,
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1995, authorizing the Series 1995 A Bends; and the resolution of the Issuer adopted
December 18, 1995, authorizing the Series 1995 B Bonds.

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

"Purchaser” or "Government” means Unitad States Department of Agricuiture,
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) Governmem: Obligations;

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

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

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

(&) Time accounts (including accounts evidencad 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 cither must mature
as nearly as practicable coincident with the marurity 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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(f)  Money market funds or similar funds whose only assets are
investments of the type described in paragraphs (a) through (e) above;

(8)  Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (e) above, with banks or
national banking associations which are members of FDIC or with
government bond dealers recognized as primary dealers by the Federal
Reserve Bank of New York, provided, that said 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 shal] have
a prior perfected security interest in the collateral therefor, must have (or
its agent must have) possession of such collateral, and such collateral
must be free of all claims by third parties;

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

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

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

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

"Revenues” or "Gross Revenues" means all rates, rents, fees, charges or other
income received by the Issuer, or accrued to the Issuer, or any deparmment, 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 1998 Bonds” means, collectively, the Series 1998 A Bonds and the
Series 1998 B Bonds of the Issuer.
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"Series 1998 A Bonds” means the Water Revenue Bonds, Series 1998 A (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation. }

“Series 1998 B Bonds” means the Water Revene Bonds, Series 1998 B (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, as
presently existing in its entirety or any integrai part thereof, and shall include the Project and
any improvements and extensions thereto hereafter acquired or constructed for the System
from any sources whatsoever.

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

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. !l"nf!"'andC ion of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $2,170,000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Govemning Body. The proceeds of the Series 1998 Bonds hereby authorized shall be applied
as provided in Article IV hereof. ‘
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ARTICLE I

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 1998 Bonds of the Issuer, to be known as

“Water Revenue Bonds, Series 1998 A (United States Department of Agriculture)*, and
“Water Revenue Bonds, Series 1998 B (United States Department of Agriculture)”, are
hereby authorized to be issued in the respective principal amounts of $500,000 and $50,000
for a total aggregate principal amount not exceeding $550,000, for the purpose of financing
a portion of the costs of the acquisition and construction of the Project.

i . Description of Bonds. The Series 1998 A Bonds shall be
issued in single form, numbered -1, only as a fully registered Bond, and shall be dated the
date of delivery thereof. The Series 1998 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.75% per annum, and shall be sold for the par value
thereof, :

The Series 1998 B Bonds shall be issued in single form, munbered BR-1, only
as a fully registered Bond, and shall be dated the date of delivery thereof. The Series 1998 B
Bond shall bear interest from the date of delivery, payable monthly at a rate of 4.75% per
annum, and shall be sold for the par value thereof,

The Series 1998 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. fability, Registration, Transfer and Exchange of
Bonds. The Series 1998 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 1998 Bonds, and the right to principal of and stated interest on the
Series 1998 Bonds, may only be transferred by transfer of the registration thereof upon the
books required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 1998 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 1998 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.
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No registration of transfer of the Series 1998 Bonds shall be permitted to be

made after the 15th day next preceding any installment payment date on the
Series 1998 Bonds,

- 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 1998 Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 1998 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 1998 Bonds as hereinbefore
provided. :

The Bond Registrar shall accept the Series 1998 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 partership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
mumber 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 1998 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 1998 Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, St. Louis, Missouri 63103, or such other address as shall be stated
in writing to the Issuer by the United States of America.

Section 3.05. Execution of Bonds. The Series 1998 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 1998 Bonds shall cease to be such officer of the Issuer before the
Series 1998 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 1998 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 hoid the proper office in the Issuer, although at the date of such
Bonds such person may not have held such office Or may not have been so authorized.

: Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the
Series 1998 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 1998 Bonds so surrendered shall be
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canceled and held for the account of the Issuer. If the Series 1998 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.

i - Bonds Secured by Pledge of Net Reveques. The payment
of the debt service of the Series 1998 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 Revenuyes
derived from the System in an amount sufficient to pay the principal of and interest on the
Series 1998 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 1998 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 1998 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 SERIES 1998 A BOND)

HARDY COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1998 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$500,000

No. AR-1 ' Date:

FOR VALUE RECEIVED, HARDY COUNTY 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 FIVE HUNDRED THOUSAND DOLLARS ($500,000), plus interest on
the unpaid principal balance at the rate of 4.75% 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 contimuing on the
corresponding day of each month for the first 24 months after the date hereof, and $2,375,
covering principal and interest, thereafter on said corresponding day of each month, except
that the final installment shall be paid at the end of 40 years from the date of this Bond, in
the sum of the unpaid principal and interest due on the date thereof, and except that
prepayments may be made as provided hereinbelow. The consideration herefor shall support

- any agreement modifying the foregoing schedule of payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made
at any time at the option of Borrower. Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become 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

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

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

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

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
denomination 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 al} 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 fui] compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted » 199__, authorizing issuance of this Bond (the "Resolution"),

If at any time it shall appear to the Government that Borrower may be abie to
obtain a foan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower 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 Farmers Home Rural Development Act. This Bongd

shall be subject to the present regulations of the Government and to its future regulations not
inconsistent with the express provisions hereof,

(WARDENSVILLE EXTENSION), SERIES 1995 B; AND (6) WATER REVENUE
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IN WITNESS WHEREOF, HARDY COUNTY 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,
(Name of Borrower)
[CORPORATE SEAL)
(Signatuxe of Executive Official)
. . . »
(Title of Executive Official)
P.Q. Box 209
P. O. Box No. or Street Address)
836
(City, State and Zip Code)
ATTEST:
(Signature of Attesting Official)
(Title of Executive Official)
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(Form of)

AMOUNT DATE AMOQUNT DATE
a__ 3 (19 3
2 _3 20§
3 % 2 _$
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(Form of Assignm_eut)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint

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

Dated:

In the presence of:
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(FORM OF SERIES 1998 B BOND)

HARDY COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1998 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$50,000

No. BR-1 Date:

FOR VALUE RECEIVED, HARDY COUNTY 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 FIFTY THOUSAND DOLLARS ($50,000), plus interest on the unpaid
principal balance at the rate of 4.75% 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 $238,
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
Prépayments 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 evidénced by this Bond shall be
applied first to interest computed to the effective date of the payment and then to principal.

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

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 paymenis retained and
remitted by the Government on an anrual installment due date basis, shall be the date of the

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 unabie to obtain sufficient credit elsewhere
to finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for loans for similar
purposes and periods of time,

This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of additions, extensions and improvements to the waterworks system (the "System™) of the
Borrower, is payable solely from the revenues to be derived from the operation of the System
after there have been first paid from such revenues the reasonable current costs of operation
and maintenance of the System. This Bond does ot 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 Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
denomination or denominations, for the like principal 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 in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted » 199__, 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 [oan 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 Farmers Home Rural Development Act. This Bond
shall be subject to the present regulations of the Government and to its future reguiations 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 (1) WATER

BOND (PHASE 1), SERIES 1995 A; (5) TAXABLE WATER REVENUE BOND
(WARDENSVILLE EXTENSION), SERIES 1995 B; AND (6) WATER REVENUE
BONDS, SERIES 1998 A, ALL AS DESCRIBED IN THE RESOLUTION.
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IN WITNESS WHEREOF, HARDY COUNTY PUBLIC SERVICE DISTRICT

has caused this Bond to be execu
affixed or imprinted hereon and

ted by its Chairman and its corperate seal to be hereunto
attested by its Secretary, all as of the date hereimabove

written.
(Name of Borrower)
[CORPORATE SEAL]
(Signature of Executive Official)
oard
(Title of Executive Official)
P. O, Box 209
P. O. Box No. or Street Address)
Virginia 26836
(City, State and Zip Code)
ATTEST:
(Signature of Attesting Official)
(Title of Executive Official)
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(Form of)

AMOQUNT DATE AMOUNT DATE

a 3 (19 _$
2 3 20 §
() 23 VI
[CYN 22) %
Q) § 23 3
6 3 24) %
D3 25 _$%
3 __ 3 (26) $
O _3 Q2Qn_$%
ao s (28) $
an s (29)_ $
a»n_ s {30y . $
ad 3 31_$
a4 $ (32) 3%
(5 s (33 %
a6 $ (34 3
an $ (33)_$
a8 $ (36) $

TOTAL S
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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

the said Issuer with fyl] power of substitution in the
premises,

In the presence of:

CL434026.2
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ARTICLE [V

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

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

(2)  Reserve Fund (established by the Pn'br Resolutions);

(3)  Depreciation Reserve (established by the Prior Resolutions);
(4)  Series 1998 Bond§ Reserve Account; and

(5) ~ Project Construction Account,

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

before the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 1998 Bonds if there are not sufficient Net Revenues to make such
monthly payment,

Pending application as provided in this Section 4.02, money and funds in the
Project 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.
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When acquisition and construction of the Project has been completed and al}
costs thereof have been paid or provision for such Payment has been made, any balance
remaining in the Project Construction Account shal] be disposed of in accordance with the
regulations of the Purchaser.

Section 4.03. Covenants of the [ssuer as to System Revenues and Funds.
So long as any of the Series 1998 Bonds shall be outstanding and unpaid, or until there shall
have been set apart in the Series 1998 Bonds Reserve Account, a sum sufficient to pay, when
due or at the earliest practical prepayment date, the entire principal of the Series 1998 Bonds
remaining unpaid, together with interest accrued and to accrue thereon, the Issuer further
covenants with the Holders of the Series 1998 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 Issuer in the Revenye
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 Revemes 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 installment on the Prior Bonds and
the Series 1998 Bonds, transfer from the Revenue Fund and remit
to the National Finance Office, the amounts required to pay the
interest on the Prior Bonds and the Series 1998 Bonds and to
amortize the principal of the Prior Bonds and the
Series 1998 Bonds over the respective lives of each Bond issue.
All payments with respect to principal of and interest on the Prior
Bonds and the Series 1998 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 to the Depository Bank
(i) for deposit into the Reserve Fund, the amounts required by the
Prior Resolutions; and (ii) for deposit into the Series 1998 Bonds
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Reserve Account, 0.4167% of the Minimum Reserve, until the
amount in the Series 1998 Bonds Reserve Account equals the
Minimum Reserve. Moneys in the Series 1998 Reserve Account
shall be used solely to make up any deficiency for monthly
payments of the principal of and interest on the Series 1998 Bonds
to the National Finance Office as the same shall become due or
for prepayment of installments on the Series 1998 Bonds, or for
mandatory prepayment of the Series 1998 Bonds as hereinafter
provided, and for no other purpose.

(4)  The Issuer shall next, on the first day of each month,
transfer from the Revenue Fund and remit to the Depository Bank
for deposit in the Depreciation Reserve, (i) the amount required
by the Prior Resolutions; and (ii) 0.4167% of the Minimum
Reserve, until the amount in the Series 1998 Bonds Reserve
Account equals the Minimum Reserve, and thereafter, 0.8334%
of the Minimum Reserve, so long as the Series 1998 Bonds are
outstanding; provided, however, that in the event Revenues are
insufficient to fund the Series 1998 Bonds Reserve Account in
accordance with Section 4.03B(3)(ii) above, or a withdrawal of

- funds from the Series 1998 Bonds Reserve Account is made,

payment of Revenues into the Depreciation Reserve as provided
in this Section 4.03B(4)(ii) shall not be made, but instead
Revenues shall be applied to the replenishment of the
Series 1998 Bonds Reserve Account until such deficiency is
cured, at which time payments into the Depreciation Reserve as
provided in this Section 4.03B(4)(ii) shall resume. Morneys in the
Depreciation Reserve shall be used ‘first to make up any
deficiencies for monthly payments of interest on and principal of
the Prior Bonds and the Series 1998 Bonds as the same become
due, and next to restore to .the Reserve Fund and the
Series 1998 Bonds Reserve Account any sum or sums transferred
therefrom, all on a pro rata basis. Thereafter, and provided that
payments are current and in accordance with the foregoing
provisions, moneys in the Depreciation Reserve may be
withdrawn by the Issuer and used for replacements, repairs,
improvements or extensions to the System.

(5)  After all the foregoing provisions for use of moneys
in the Revenue Fund have been fully complied with, any moneys
remaining therein and not permitted to be retained therein may be
used to prepay installments of the Bonds, pro rata, or for any
lawful purpose.
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mandatory duty of the Issuer, anything to the contrary herein
notwithstanding, to prepay the Series 1998 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 administration of the Series 1998 Bonds Reserve Account and the
Depreciation Reserve as herein provided, and all amoupts required for
the Series 1998 Bonds Reserve Account and the Depreciation Reserve
will be deposited therein by the Issuer upon transfers of funds from the
Revenue Fund at the times provided herein, together with written advice
stating the amount remitted for deposit into each such fund.

The Revenue Fund, the Series 1998 Bonds Reserve Account and
the Depreciation Reserve shal] constitute trust funds and shall be used
only for the purposes and in the order provided herein, and until so
used, the Purchaser shail have a lien thereon for further securing
Payment of the Series 1998 Bonds and the interest thereon.

~ If on any payment date the Revermes 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 1998 Bonds and the Prior Bonds, in accordance
with the respective principal amounts then Outstanding.

Subject to the Prior Resolutions, the Depository Bank, at the
direction of the Issuer, shall keep the moneys in the Series 1998 Bonds
Reserve Account and the Depreciation Reserve invested and reinvested
to the fullest extent possibie in accordance with applicable law, and to
the extent practicable, in Qualified Investments having maturities
consonant with the required use thereof. Investments in any fund or
account under this Bond Legislation shall, unless otherwise provided
herein or required by law, be valued at the lower of cost or the then
current market value, or at the redemption price thereof if then
redeemable at the option of the holder, including value of accrued
interest and giving effect to the amortization of discount, or at par if such
investment is held by the "consolidated fund” managed by the
West Virginia Investment Management Board. Any investment shall be
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held in and at all times deemed a part of the fund or account in which
such moneys were originally held, and interest accruing thereon and any
‘profit or loss realized from such investment shall be credited or charged
to the appropriate fund or account. Eamings from moneys in the
Series 1998 Bonds Reserve Account, so long as the Minimum Reserve
is on deposit and maintained therein, shall be paid annually into the
Revenue Fund by the Depository Bank.

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 determiines 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,

D.  USER CONTRACTS. The Issuer shall, prior to delivery
of the Series 1998 Bonds, provide evidence that there will be at least 119
bona fide users upon the Project on completion, in full compliance with
the requirements and conditions of the Purchaser.

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

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

G.  REMITTANCES. All remittances made by the Issuer to
the Depository Bank shall clearly identify the fund or account into which
each amount 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 1998 Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $500,000 (the "Notes"). The Notes shall be in the
form of a line of credit from a commercial bank or ather lender, and the Issuer is hereby
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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 1998 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 shail 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 sét forth herein. :
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ARTICIE Y

GENERAL COVENANTS, ETC.

i . Ceneral Statement. So long as the Series 1998 Bonds shall
be outstanding and vnpaid, or until there shali have been set apart in the Series 1998 Bonds
Reserve Account a sum sufficient to prepay the entire principal of the Series 1998 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 1998 Bonds.

. Rates. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
annual debt service on the Series 1998 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 Systern. The System will not bg sold without
the prior written consent of the Purchaser so long as the Series 1998 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.

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 1998 Bonds remain outstanding, insurance
with a reputable insurance carrier or carriers covering the following risks and in the
following amounts:

()  FEire, Lightming, Vandalism, Malicious Mischief and
Extended Coverage Insurance, to be procured upon acceptance of any
part of the Project from the contractor, and immediately upon any
portion of the System now in use, on all above-ground structures of the
System and mechanical and electrical equipment in place or stored on the
site in an amount equal to the full insurable value thereof. In the event
of any damage to or destruction of any portion of the System, the Issuer
will promptly arrange for the application of the insurance proceeds for
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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 1998 Bonds.

() Vehicular Pyblic Liability Insurance, in the event the Issuer
OWDS 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.

@ Wmmﬂqmmﬁmgmmg:mmmnm;ﬁm
mmmmmwmm 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.

(9  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.

()  Eidelity Bonds will be provided as to every member of the
Governing Bedy and as to every officer and employee thereof having
custody of the Revenue Fund or of any revenues or other funds of the
Issuer in an amount at least equal to the total funds in the custody of any
such person at any one time, and initiaily in the amount of $50,000 upon
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the treasurer, provided, however, that no bond shall be required insofar
as custody of the Project Construction Account is concerned so long as
checks thereon require the signature of a representative of the Purchaser.

(8)  Provided, however, and in liey of and notwithstanding the
foregoing provisions of this Section, during construction of the Project
and so long as the Series 1998 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.

, i . : Mortgage Lie. For the further protection of the
Holder of the Series 1998 Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, on a parity with the Prior Bonds, which statutory mortgage lien is hereby
recognized and declared to be valid and binding and shall take effect immediately upon the
delivery of the Series 1998 Bonds. '

Section 5.07. Events of Defaujt. 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 1998 Bonds at the date specified for payment
thereof; and

(b)  Failure to duly and punctually observe or perform any of
the covenants, conditions and agreements on the part of the Issuer
contained in the Series 1998 Bonds or herein, or violation of or failure
to observe any provision of any pertinent law.

Se¢ction 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 dny covenant or agreement, or execution of any power, or for
the enforcement of any proper legal or equitable remedy as shall be deemed most effectual
to protect and enforce such rights,

Upon application by the Purchaser, such court may, upon proof of such default,
appoint a receiver for the affairs of the Issuer and the System. The receiver so appointed
shall administer the System on behalf of the Issuer, shall exercise all the rights and powers
of the Issuer with respect to the System, shall proceed under the direction of the court to
obtain authorization to increase rates and charges of the System, and shall have the power to
collect and receive all revenues and apply the same in such manner as the court may direct.
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Section 5.09. Fiscal Year: Budget. While the Series 1998 Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be
operated and maintained on a Fiscal Year basis commencing on July 1 of each year and
ending on the following June 30, which period shall also constitute the budget year for the
operation and maintenance of the System. Not later than 30 days prior to the beginning of
each Fiscal Year, the Issuer agrees to adopt the Annual Budget for the ensuing year, and no
expenditures for operation and maintenance expenses of the System in excess of the Annual
Budget shall be made during such Fiscal Year unless unanimously authorized and directed
by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser
by the beginning of each Fiscal Year.

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

Section 5.11. Covenant to Proceed and Complete. The Issuer hereby

covenants to proceed as promptly as possible with the acquisition and construction of the
Project to completion thereof in accordance with the Plans and specifications prepared by the
Consulting Engineer on file with the Secre Ty on the date of adoption hereof, subject to
permitted changes. -

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

The Issuer shall, at least once a year, cause said books, records and accounts
of the System to be properly audited by an independent competent firm of certified public
accountants and shall mail a copy of such audit report to the Purchaser. The Issuer shall
further comply with the Act with respect to such books, records and accounts.
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Section 5.13. Maintenance of System. The Issuer covenants that it will

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 1998 Bonds are

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 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 March 13, 1998, Case
No. 97-0953-PWD-CN, which Final Order is incorporated herein by reference as a part
hereof.

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

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

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

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

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

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

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 1998 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 1998 Bonds, the pledge of Net Revenues and other
moneys and securities pledged under this Bond Legislation and ail covenants, agreements and
other obligations of the Issuer to the Registered Owner of the Series 1998 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. '

Section 7.03. Delivery of Bonds. The Chairman, Secretary and Treasurer
of the Governing Body are hereby authorized and directed to cause the Series 1998 Bonds,
hereby awarded to the Purchaser pursuant to prior agreement, to be defivered ‘to the
Purchaser as soon as the Purchaser will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements or provisions hereof should be held contrary to any express
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be 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 1998 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 shal! 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).

Section7.06.  Table of Contents and Headings. The Table of Contents

and headings of the articles, sections and subsections hereof are for convenience only and
shall neither control nor affect in any way the meaning or construction of any of the
provisions hereof.
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Section 7.07. Covenant of Due Procedure, Et¢. 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 gqualified for such office.

Section 7.08. Effective Time ~ This Resolution shall take effect

immediately upon its adoption.

Adopted: August 17, 1998.

HARDY COUNTY PUBLIC SERVICE DISTRICT
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CERTIFICATION
Certified a true copy of a Resolution duly adopted by the Public Service Board

of HARDY COUNTY PUBLIC SERVICE DISTRICT on the 17th day of August, 1998,
Dated: August 17, 1998.
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Secretary ,
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Phone (304) 284-4888
FAX (304) 284-4852
TTY/TDD (304) 2844836

United States Rural Federal Buitding
D A Department of Development 75 High Street, Room 320
Agriculture Morgantown, WV 26505-7500
—_—

September 18, 2001

Hardy County Public Service District
Water Revenue Bonds, Series 2001 A
(United States Department of Agriculture)

TO WHOMIT 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 entire outstanding aggregate principal amounts of the Series 1988
Bond, the Series 1990 Bond, the Series 1993 Bond, the Series 1995 A Bond, the Series
1995 B Bond, the Series 1998 A Bonds and the Series 1998 B Bonds, hereinafter defined
and described, hereby (i) consents to the issuance of the Water Revenue Bonds,
Series 2001 A (United States Department of Agriculture) (the "Bonds"), in the original
aggregate principal amount of $650,000, by Hardy County 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 Bond, Series 1988, dated
March 15, 1989, Water Revenue Bond, Series 1990, dated July 12, 1990, Water Revenue
Bond, Series 1993, dated June 22, 1993, Taxable Water Revenue Bond (Phase III), Series
1995 A, dated December 18, 1995, Taxable Water Revenue Bond (Wardensville
Extension), Series 1995 B, dated December 18, 1995, and Water Revenue Bonds, Series
1998 A and Series 1998 B, dated August 17, 1998 (collectively, the "Prior Bonds"); (ii)
waives any requirements imposed by the Prior Bonds or the resolutions authorizing the
Prior Bonds (collectively, the "Prior Resolution™), regarding the issuance of parity bonds
which are not met by the Bonds or the Resolution; and (1ii) consents to any amendments
made to the Prior Resolution by the Resolution or the Supplemental Resolution adopted
by the Issuer on September 14, 2001, transferring the Issuer’s Prior Bonds Reserve
Accounts to the West Virginia Municipal Bond Commission.

o / . /" 3
o o Ewys P 4 g
L Y \’ﬂ . > "z{c Lt e -

/JENNY N.PHILLIPS o/
~ State Director

USDA Ruraf Development is an Equal Opportunity Lender, Provider and Employer. Complaints of discrimination
should be sent to: USDA, Director, Office of Civil Rights, Washington, DC 20250-9410.



HARDY COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 2001 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$650,000
No. AR-1 o ' Date: September 18, 2001

FOR VALUE RECEIVED, HARDY COUNTY 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 FIFTY THOUSAND DOLLARS
($650,000), plus interest on the unpaid principal balance at the rate of 4.875% 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 $3,140.00 covering principal and interest, thereafter on said corresponding
day of each month, except that the final installment shall be paid at the end of 40 years from
the date of this Bond, in the sum of the unpaid principal and interest due on the date thereof,
and except that prepayments may be made as provided hereinbelow. The consideration
herefor shall support any agreement modifying the foregoing schedule of payments.

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

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

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

CHG38687.1
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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 Governmment 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 thé 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 its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for loans for similar
purposes and periods of time.

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

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized

CH6358687.1
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denomination or denominations, for the like principal amount, will be issued to the transferee
in exchange herefor.

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

This Bond has been issued under and in full compliance with the Constitution
‘and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted September 18, 2001, 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 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 FORPAYMENT, WITH THE BORROWER’S (1) WATER
REVENUE BOND, SERIES 1988; (2) WATER REVENUE BOND, SERIES 1990;
(3) WATER REVENUE BOND, SERIES 1993; (4¢) WATER REVENUE BOND, SERIES
1995 A; (5) WATER REVENUE BOND, SERIES 1995 B; AND (6) WATER REVENUE
BONDS, SERIES 1998 A AND SERIES 1998 B, AS DESCRIBED IN THE RESCLUTION.

CH638687.1
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IN WITNESS WHEREOF, HARDY COUNTY PURLIC 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.

HARDY COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]

. - |
Mo% West Virginia 26836

Secretapf Pubh;:,S‘érvme Board
R,

N

09/13/01
378080.00001
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RECORD OF ADVANCES

AMOUNT DATE "AMOUNT _ DATE
(1)__$182,000.00 _ 9/18/01 _ (19) § _
@ $ 20) $
3 s 2D $
4 3 22) §
5. 3% (23) %
© 3 4 8
(D _§ (25 _$
8 3 26 $
9H___ 3 Qn $
1o _$ (28) §
(1)_$ 29 $
(12)_$ (30) _$
(13 $ (B _$
a4y _$ (32§
(15) $ (33 §
(16) $ (34 _$
(an_$ (35) $
() _$ (36) _$

TOTAL $
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(FORM OF)

ASSIGNMENT

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

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

Dated: ,

In the presence of:

CH658687.1



\ S PTOE & Bank One Censer, Seventh Floor Writer’s Contact Information
I E , PO. Box 1583
' JOHNSO N Charleston, WV 25326-1588

rLLC

ATTORNEYS AT LAW (304) 353.800C  (3C4) 353-8180 Fax
y Martinsbury Wheeling Puskenburg www.steptoelaw.com

September 18, 2001

Hardy County Public Service District
Water Revenue Bonds, Series 2001 A

(United States Department of Agriculture)

Hardy County Public Service District
Moorefield, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Hardy County Public
Service District in Hardy County, West Virginia (the "Issuer™), of its $650,000 Water Revenue Bonds,
Series 2001 A, 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 resolution of the Issuer duly adopted
September 14, 2001 (the "Resolution"). We have examined the law and such certified proceedings and
other papers as we deem necessary to render this opinjon.

As to questions of fact material to our opinion, we have relied upon the representations of
the Issuer contained in the Resolution 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 corporate power to adopt
the Resolution, perform the agreements on its part contained therein and issue the Bonds.

2. The Resolution has been duly adopted by the Issuer and constitutes a valid and
binding obligation of the Issuer enforceable upon the Issuer. -

3. Pursuant to the Act, the Resolution creates a valid lien on the funds pledged by the
Resolution for the security of the Bonds, on a parity with the Issuer's (i) Water Revenue Bond,
Series 1988, dated March 15, 1989, issued in the original aggregate principal amount of $300,000 (the
"Series 1988 Bonds"); (ii) Water Revenue Bond, Series 1990, dated July 12, 1990, issued in the original
aggregate principal amount of $50,000 (the "Series 1990 Bonds"); (iii) Water Revenue Bond, Series 1993,
dated June 22, 1993, issued in the original aggregate principal amount of $330,000 (the "Series 1993
Bonds"); (iv) Taxable Water Revenue Bond (Phase 1), Series 1995 A, dated December 18, 1995, issued

CHe58321.2 1 ;

Member of the Worldwide Network of Independent Law Firms™




Hardy County Public Service Dlstrlct et al.
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in the original aggregate principal amount of $320,000 (the "Series 1995 A Bonds"); (v) Taxable Water
Revenue Bond (Wardensville Extension), Series 1995 B, issued in the original aggregate principal amount
of $280,000 (the "Series 1995 B Bonds"); and (vi) Water Revenue Bonds, Series 1998 A and Series
1998 B, dated August 17, 1998, issued in the aggregate principal amounts of $500,000 and $50,000,
respectively, (collectively, the "Series 1998 Bonds™) and subject to no prior lien granted under the Act.

4. The Bonds have been duly authonzed 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 Resolution.

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 said State, and interest on the Bonds is exempt from personal income taxes
and corporate net income taxes imposed directly thereon by the State of West Virginia.

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

Very fruly yours,

)’%ﬂ%ﬁ— At
STEPTOE & JOHNSON PLLC

09/13/01
378080/00001
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3 STEPTOE Bank One Center, Seventh Floor Writer's Contact Informarion
& PO. Box 1588
| ]OHNSON Charleston, WV 25326-1588

PLLC

ATTORNEYS AT LAW (304) 353-8000 (304) 353-8180 Fax

Clarksburg Charlesion Morgancown Marvinsburg Wheeling Parkersburg www.steptoelaw.com

September 18, 2001

Hardy County Public Service District
Water Revenue Bonds, Series 2001 A
{United States Department of Agriculture)

Hardy County Public Service District
Moorefield, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Hardy County Public
Service District in Hardy County, West Virginia (the "Issuer"), of its $650,000 Water Revenue Bonds,
Series 2001 A, 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 resolution of the Issuer duly adopted
September 14, 2001 (the "Resolution"). We have examined the law and such certified proceedings and
other papers as we deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon the representations of
the Issuer contained in the Resolution 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 corporate power to adopt
the Resolution, perform the agreements on its part contained therein and issue the Bonds.

2. The Resolution has been duly adopted by the Issuer and constitutes a valid and
binding obligation of the Issuer enforceable upon the Issuer.

3. Pursuant to the Act, the Resolution creates a valid lien on the funds pledged by the
Resolution for the security of the Bonds, on a parity with the Issuer's (i) Water Revenue Bond,
Series 1988, dated March 15, 1989, issued in the original aggregate principal amount of $300,000 (the
"Series 1988 Bonds"); (ii) Water Revenue Bond, Series 1990, dated July 12, 1990, issued in the original
aggregate principal amount of $50,000 (the "Series 1990 Bonds"); (iii) Water Revenue Bond, Series 1993,
dated June 22, 1993, issued in the original aggregate principal amount of $330,000 (the "Series 1993
Bonds"); (iv) Taxable Water Revenue Bond (Phase 1), Series 1995 A, dated December 18, 1993, issued

CH658821.2 1 ‘

Member of the Worldwide Metwork of Independent Lue Firms™

TERRALEX



Hardy County Public Service District, et al.
Page 2

in the original aggregate principal amount of $320,000 (the "Series 1995 A Bonds"); (v) Taxable Water
Revenue Bond (Wardensville Extension), Series 1995 B, issued in the original aggregate principal amount
of $280,000 (the "Series 1995 B Bonds"); and (vi} Water Revenue Bonds, Series 1998 A and Series
1998 B, dated August 17, 1998, issued in the aggregate principal amounts of $500,000 and $50,000,
respectively, (collectively, the "Series 1998 Bonds") and subject to no prior lien granted under the Act.

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 Resolution.

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 said State, and interest on the Bonds is exempt from personal income taxes
and corporate net income taxes imposed directly thereon by the State of West Virginia.

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

Very truly yours,

e

g

/ é IALnl Y '/"“Zé'-“ﬁ%ﬂ S &
STEPTOE & JOHNSON PLLC

09/13/01
378080/00001
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S
Jubpy & Jupy
HO NORTH MAIN STREET

R O Box 6368

WILLIAM M. JUDY, IT MoOOREFIELD, WEST VIRGINIA 268386 (304) S3B-7777
o DAVID Jg Dy, IT FAX (304) 538-7404

September 18, 2001

Hardy County Public Service District
Water Revenue Bonds, Series 2001 A
(United States Department of Agriculture)

Hardy County Public Service District
Moorefield, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Clarksburg, West Virginia

Ladies and Gentlemen:

We are counsel to Hardy County Public Service District, a public service district in Hardy
County, West Virginia (the “Issuer”). As such counsel, we have examined copies of the
approving opinion of Steptoe & Johnson PLLC, as bond counsel, a resolution of the Issuer duly
adopted September 14, 2001, (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 Commissien of Hardy County relating to the creation and expansion of the Issuer
and the appointment of members of the Public Service Board of the Issuer. 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.

We are 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 properly 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.



Hardy County Public Service District, et al.
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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 Issuer or its properties 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 Hardy
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 our knowledge, there is no action, suit, proceeding or investigation
at law or in equity before or by any court, public board or body, pending or threatened, wherein
an unfavorable decision, ruling or finding would adversely affect the transactions contemplated
by the Bonds or the Resolution, the acquisition and construction of the Project, the operation of
the System, or the validity of the Bonds, or the collection or pledge of the Net Revenues therefor.

Very truly yours,
,/'\1_ ]

Y H. Judy, IlI

WHJ/adm



HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2001 A
(United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BONDS

NO LITIGATION

GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC,

CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME, ETC.
DELIVERY AND PAYMENT AND USE OF PROCEEDS
LAND AND RIGHTS-OF-WAY

10.  MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.
11.  CONTRACTORS' INSURANCE, ETC.

12, CONNECTIONS, ETC.

13. MANAGEMENT

14.  GRANTS

15.  CONFLICT OF INTEREST

16. COUNTERPARTS

O W NG AW

We, the undersigned CHAIRMAN and the undersigned SECRETARY of the
Public Service Board of Hardy County.Public Service District in Hardy County,
West Virginia (the "Issuer"), and the undersigned ATTORNEY for the Issuer, acting for the
Issuer and in its name, hereby state and certify in connection with the Hardy County Public
Service District Water Revenue Bonds, Series 2001 A (United States Department of
Agriculture), No. AR-1, dated the date hereof, fully registered, in the principal amount of
$650,000, and bearing interest at the rate of 4.875% per annum (the "Bonds" or the
“Series 2001 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 Bonds has been duly awarded
to the United States of America, acting by the United States Department of Agriculture, Rural
Utilities Service (the "Purchaser"), pursuant to a Letter of Conditions of the Purchaser, dated
July 6, 2000, and alt amendments thereto, and as appears in Section 7.03 of the Resolution
of the Issuer duly adopted September 14, 2001, authorizing issuance of the Bonds (the
"Resolution” or "Bond Resolution"). All capitalized terms used herein and not otherwise
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defined herein shall have the same meaning as defined in the Resolution when used herein.
The Bonds are being issued on this date to finance a portion of the cost of the acquisition and
construction of the Project located within the boundaries of the Issuer.

2. NO LITIGATION: No controversy or litigation of any nature is now
pending, or, to the knowledge of any of the undersigned, threatened, restraining, enjoining
or affecting in any manner the issuance and delivery of the Bonds or receipt of any grant .
moneys committed for the System; nor questioning the proceedings and authority by which
the Issuer authorized the issuance and sale of the Bonds; nor in any way questioning or
affecting the validity of the grants committed for the System or the Bonds, or any provisions
made or authorized for the payment thereof, including, without limitation, the pledge or
application of any moneys 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 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 Bonds, have been duly and timely obtained and remain in full force and effect.
Competitive bids for the acquisition and construction of the Project were solicited in
accordance with Chapter 5, Article 22, Section 1 of the West Virginia Code of 1931, as
amended, which bids remain in full force and effect.

The Issuer has received the Final Order of the Public Service Commission of
West Virginia dated April 18, 2001, in Case No. 00-1139-PWD-CN, granting to the Issuer
a certificate of public convenience and necessity for the Project and approving the financing
for the Project. The time for appeal of such Final Order has expired prior to the date hereof.

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

There are outstanding obligations of the Issuer which will rank on a parity
with the Series 2001 A Bonds as to liens, pledge and source of and security for payment,
being the (i) Water Revenue Bond, Series 1988, dated March 15, 1989, issued in the original
aggregate principal amount of $300,000 (the "Series 1988 Bonds"); (ii) Water Revenue Bond,
Series 1990, dated July 12, 1990, issued in the original aggregate principal amount of
$50,000 (the "Series 1990 Bonds"); (iii) Water Revenue Bond, Series 1993, dated June 22,
1993, issued in the original aggregate principal amount of $330,000 (the "Series 1993

CH&58961 .2



Bonds"); (iv) Taxable Water Revenue Bond (Phase III), Series 1995 A, dated December 18,
1995, issued in the original aggregate principal amount of $320,000 (the "Series 1995 A
Bonds"); (v) Taxable Water Revenue Bond (Wardensville Extension), Series 1995 B, issued
in the original aggregate principal amount of $280,000 (the "Series 1995 B Bonds"); and (vi)
Water Revenue Bonds, Series 1998 A and Series 1998 B, dated August 17, 1998, issued in
the aggregate principal amounts of $500,000 and $50,000 respectively (collectively, the
"Series 1998 Bonds") (collectively, the "Prior Bonds"). The Prior Bonds are held by the
Purchaser. Other than the Prior Bonds, there are no other outstanding bonds or obligations
of the Issuer which rank prior to or on a parity with the Series 2001 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,

5. SIGNATURES, ETC.: The undersigned Chairman and Secretary did,
for the Issuer on the date of delivery of the Bonds on the date hereof, officially execute and
seal the 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, appointed,
qualified and serving officers as indicated by the official titles opposite their signatures below,
and are duly authorized to execute and seal the 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, supplemented or changed in any way unless modification appears from
later documents also listed below:

Bond Resolution

Supplemental Resolution Amending Prior Resolutions
1988 Bond Resolution

1990 Bond Resolution

1993 Bond Resolution

1995 A Bond Resolution

1995 B Bond Resolution

CHes58981 .2



1998 A and 1998 B Bonds Resolution

Consent to Issuance of Parity Bonds

Public Service Commission Order.

County Commission Order Creating the District

County Commission Orders of Appointmentiof Current Boardmembers
Oaths of Office of Current Boardmembers

Rules of Procedure

Affidavit of Publication on Borrowing

Minutes of Current Year Organizational Meeting and on Adoption of Bond
Resolution and Supplemental Resolution

United States Department of Agriculture Letter of Conditions and Closing
Instructions

United States Department of Agriculture Grant Agreement
Evidence of Small Cities Block Grant
Water Purchase Agreements with Town of Moorefield and Town of

Wardensville

7. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper corporate
title of the Issuer is "Hardy County Public Service District" and its principal office and place



Date of Date of

Commencement Termination
Name of Office of Office
Matithew G. Gapp July 1, 1978 June 30, 2004
Roderick W, Gunter January 1, 2001 December 31, 2006
Edward E. Metheny July 1, 2000 June 30, 2006

The names of the duly elected, appointed, qualified and acting officers of said
Public Service Board of said Issuer for the calendar year 2001 are as follows:

Chairman - Matthew G. Gapp
Vice-Chairman & Treasurer - Roderick W. Gunter
Secretary - Edward E. Metheny

The duly appointed and acting Attorney for the Issuer is Judy & Judy of
Moorefield, West Virginia.

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

At the time of delivery of the Bonds, the amount of $182,000.00 was received
by the undersigned Chairman, being a portion of the principal amount of the Bonds. Further
advarnces of the balance of the principal amount of the Bonds will be advanced to the Issuer
as acquisition and construction of the Project progresses.

The Bonds are dated the date hereof, and interest on advances of the principal
thereof at the rate of 4.875% per annum is payable from the date of each such advance.

The 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: Al land in fee simple and all
rights-of-way and easements necessary for the acquisition, construction, operation and
maintenance of the Project and the System have been acquired or can and will be acquired
by purchase, or if necessary, by condemnation by the Issuer and are adequate for such
purposes and are not or will not be subject to any liens, encumbrances, reservations or
exceptions which would adversely affect or interfere in any way with the use thereof for such
purposes. The costs thereof, including costs of any properties which may have to be acquired

CH658961 .2



by condemnation, are, in the opinion of all the undersigned, within the ability of the Issuer
to pay for the same without jeopardizing the security of or payments on the Bonds.

10.  MEETINGS; 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 Procedure of the
Governing Body and all applicable statutes, including particularly and without limitation,
Chapter 6, Article 9A of the West Virginia Code of 1931, as amended, and a quorum of duly
appointed, qualified and acting members of the Governing Body was present and acting at

- all times during all such meetings. All notices required 1o be posted and/or published were
50 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
of the Purchaser, as amended, and the Bond Resolution.

12. CONNECTIONS, ETC.: The Issuer will serve at least 1,113 bona fide
full-time users upon the Project on completion, 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 such Purchaser.

14.  GRANTS: As of the date hereof, the grant from the United States
Department of Agriculture in the amount of $800,000 and the grant from the United States
Department of Housing and Urban Development (Small Cities Block Grant through the State
of West Virginia) in the amount of $1,250,000 are committed and in full force and effect.

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

16. COUNTERPARTS: This docunien: 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 signatufes and the official seal of HARDY COUNTY PUBLIC
SERVICE DISTRICT on this 18th day of September, 2001.

[CORPORATE SEAL]

SIGNATURE - QFFICIAL TITLE
Iy, /ML /9‘!‘1‘/.5?/@;,‘7 Chairman
/7
% Y ) p é’—-—__
Rt T AT s Secretary
Attorney for Issuer

09/12/01
378080/00001



HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2001 A
(United States Department of Agriculture)

ENGINEER'S CERTIFICATE

I, H. Wood Thrasher, Professional Engineer, West Virginia License No. 9478,
of Thrasher Engineering, Inc., Clarksburg, 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 Hardy County
Public Service District (the "Issuer"), to be acquired and constructed in Hardy 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.

I further certify that the Project is adequate for the purpose for which it was
designed and that all necessary governmental approvals, consents, authorizations, certificates
and permits for the acquisition and construction thereof have been obtained or can and will
be obtained.

WITNESS my signature on this 18th day of September, 2001,

THRASHER ENGINEERING, INC.

-

H#Wood Thrasher '
West Virginia License No. 9478

09/12/01
378080/00001
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23WV MTJNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
8 Capitol Street

Suite 500, Terminal Building Date of Report: __September 18, 2001
Charleston, WV 25301

(304) 558-3971

ISSUE: Hardy County Public Service District, Water Revenue Bonds, Series 2001 A (Unpited States Department of
Agriculture)

ADDRESS: Post Office Box 209. Moorefield, West Virginia COUNTY: _Hardy
PURPOSE OF ISSUE: New Money: X
Refunding: N/A REFUNDS ISSUE(S) DATED: N/A

ISSUE DATE: __September 18. 2001 CLOSING DATE: __ September 18. 2001

ISSUE AMOUNT: _$630.,000 RATE: 4.875%

18T DEBT SERVICE DUE: _ N/A 1ST PRINCIPAL DUE: N/A

1ST DEBT SERVICE AMOUNT: N/A PAYING AGENT: Issuer

BOND UNDERWRITERS

COUNSEL: Steptoe & Johnson PLLC COUNSEL:

Contact Person: Vincent A. Collins, Esquire Contact Person:
Phone: (304) 624-8161 Phone:

CLOSING BANK: Capon Valley Bank ESCROW TRUSTEE:
Contact Person: __Fred Brooks Contact Person:
Phone: (304) 538-7714 Phone:

KNOWLEDGEABLE ISSUER CONTACT OTHER: United States Department of Apriculture
Contact Person; Ms, Mallie Combs Contact Person: _Joseph D. Crickenberger
_Position: __Executive Director Function: Rural Development Specialist
Phone: _(304) 4574935 Phone: (304)252-8644

DEPQSITS TO MBC AT CLOSE: Accrued Interest: Y

By: Wire Capiralized Interest: A

Check Reserve Account: 3

Other: $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee: 3

Check To Issuer $

IGT To Cons. Invest. Fund  §

To Other: 3

NOTES: Monthly debt service payments will be made by the District directly to the National Finance Office. The
Municipal Bond Commission will only hold the Series 2001 A Bonds Reserve Account. Payments to the Series 2001 A
Bonds Reserve Account will commence on October 18, 2003.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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The purpose of the NEW ISSUE REPORT FORM is to provide the WV
Municipal Bond Commission with an early warning of three basic facts po later than the
day of ¢losing on any issue for which the Commission is to act as fiscal agent. These are:

[e—

Formal notification that a new issue is outstanding.

2. Date of first action or debt service.

Contact people should we lack documents, information, or funds needed
to administer the issue by the date of the first action or debt service.

[FN )

The commission recognizes that as bond transcripts become increasingly long and
complex, it has become more difficult to assemble and submit them to the Commission
within the 30 days specified by the West Virginia Code 13-3-8. This notice is not
intended to provide all the information needed to administer an issue, but to alert the
Commission and ensure that no debt service payments are missed due to delays in
assembling bond transcripts. If, at the time of closing, documents such as the ordinance
and all supplements, debt service schedules, and a specimen bond or photostat are
available and submitted with this form, it will greatly aid the Commission in the
performance of its duties. These documents are needed to set up the proper accounts and
to advise the issuer of monthly deposit requirements as far in advance of the first debt
service as possible.

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

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

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

09/13/01
378080.00001
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Federal Building, Room 320 o

17\; High Street

_ e L organtown, WV 26505
united States e | Telephone: (304) 291-4796
Departman St Fax: (304) 291-4159

TTY/TDD: (304) 284-5941

Rura! Development

July 6,2000

Matthew Gapp, Chairman
Hardy County Public Service District
P. O,.B6x 209

,M(Soreﬁeld, WV 26836

Dear Mr. Gapp:

This letter, with Attachments 1 through 12 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 shall be.cause for discontinuing processing of the application.

The docket may be completed on the basis of an RUS loan in the amount of $650,000,
an RUS grant in the amount of $300,000, and other funding in the amount of
$1,250,000, for a total project cost of $2,700,000. The other funding is planned in the
form of a grant from the State of West Virginia.

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 for Hardy County Public
Service District (All Copies)

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

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

Rural Develapment is an Equal Opportunity Lendar, Complaints of
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Attachment No. 5 - RUS Instruction 1780, Subpart D {(Attorney and Bond Counsel
Copies)

Attachment No. 6 - Agresment (RUS Bulletin 1780-13) (Engineer Copy)

Attachment No. 7 - Supplemental General Conditions (RUS Bulletin 1780-14)
(Engineer Copy)

Attachment No. 8 - Government Auditing Standards (Revision 1994) (Accountant
Copy)

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

Attachment No. 10 - Water Users Agreement (Applicant and Attorney Copies)

Attachment No. 11 - Declination Statement (Applicant and Attorney Copies)

Attachment No. 12 - Various other RD Forms as identified on Attachment No. 2

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

The conditions referred to above are as follows:

1. Loan Repayment - The loan will be scheduled for repayment over a period of 40
years. The payments due the first 24 months will consist of interest only.
Payments for the remaining 456 months will be equal amortized monthly
installments. For planning purposes use a 5.125 % interest rate and a monthly
amortization factor of 0.00455, which provides for a monthly payment of
$3,244.00. 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 and a
depreciation reserve account, which together equal 10% of the annual debt service
each year for the life of the loan. Five percent (5%) will be deposited into both
accounts until an annual debt payment has been accumulated. Thereafter, the
entire 10% will be deposited into the depreciation reserve account.

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
District's existing 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 1,113 bona fide users on the proposed system when it has
been completed and is placed in operation. This evidence will consist of 142
signed user agreements and a certification from you that identifies and attests to
the number of users actually connected to and using the District'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 (RUS Bulletin 1780-9) 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 Statermnent” 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 District should complete the declination
statement for that potennal 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 so 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 - The services of a recognized bond counset 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 t.hls letter of conditions, its attachments and
enclosures.

5. Engineering Services - It will be necessary for you to obtain the services of an
engineer. For your convenience, Form RD 1942-19, “ Agreement for Engineering
Services,” or EJCDC No. 15910-1, “Standard Form of Agreement between Owner
and Engineer for Professional Services” may be used to obtain the services of an




_engineer. A copy of Form RD 1942-19 is attached hereto. The EJCDC document
is issued under copyright and cannot be provided by RUS.

. Legal Services - You must obtain the services of a local attorney. For your
convenience RUS Bulletin 1780-7, “Legal Services Agreement” is enclosed for
your use.

. Accounting Services - You must 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 the advertisement of bids, 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 for your District. The attached booklets, “Government Auditing
Standards (Revised 1994)” (Attachment No. 8) and RUS Bulletin 1780-30
(Attachment No. 9) 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 $300,000 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 pa1d from the
operational revenues generated from your system operation,

. 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,




. 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 1527-9, “Preliminary Title Opinion” may be used. In the case of your
existing system or where the District 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.

. 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.

On the day of loan closing, the District’s attorney 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
District has already acquired real property(s) (land or facilities), the
District’s attorney will provide a separate final title opinion(s) covering
such property(s) on the day of loan closing.

9. 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

- State Department of Health

- Public Land Corporation

10.

Public Service Commission Approvals - You must obtain the following from the

Public Service Commission of West Virginia:

d.

b.

A Certificate of Convenience and Necessity.

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. ‘

11. Insurance and Bonding Reguirements - 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 occupiéd by persons entrusted with
the receipt and/or disbursement of funds must be bonded. As a good business
practice you will probably wish to have each position bonded in an amount
equal to the maximum amount of funds to be under the control of that position
at any one time. The minimum coverage acceptable to RUS will be for each
position to be bonded for an amount at least equal to one annual 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.

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.




12. Contract Documents, Final Plans and Specifications -

a. The contract documents should consist of the following:

(1) “Agreement” (RUS Bulletin 1780-13) and Attachments 1 through 9,

or other agreement approved by RUS. One copy of this item is attached
hereto (Attachment No. 6). ’

(2) “Supplemental General Conditions™ (RUS Bulletin 1780-14). One copy of
this item is attached hereto (Attachment No. 7). Additional copies must
be reproduced by the engineer.

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

(1) Liability Insurance - Personal Liability - $500,000; Property Damage -
$200,000 - $200,000. This coverage must include indemnification of the
District and its engineer. RUS Bulletin 1780-13, Attachment 9, suggests
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 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.

13. 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.

14. 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 District, over 30 day periods. Any funds not
disbursed immediatzly upon receipt must be deposited in an interest bearing
account in accordance with OMB Circular A-133, Interest earned on these funds
must be remitted promptly, at least quarterly, to the Rural Utilities Service. The




 District must assure that all project funds are expénded only for the eligible items
included in the final project budget or as may be later approved by RUS.

15. Other Grants - Prior to advertisement for construction bids, you must provide
evidence showing the approval of the other grants. This evidence should include
a copy of the grant award. Prior to award of the contract(s) to the contractor(s),
you must provide evidence that the “other” grant funds are available for
expenditure. This evidence should consist of at least a letter from the grantor -
stating the funds are available for expenditure. ’

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

Form RD 442-7 - “Operating Budget”

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”

17. 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 loan and grant docket when it is forwarded to the
USDA - Rural Development State Office with a request for loan closing
instructions to be issued. . '

18. Upon receipt of the loan and grant docket, which contains all the items required
above, RUS may authorize you to advertise the project for construction bids.
Such advertisement must be in accordance with appropriate State statutes.
Immediately after bid opening you must provide RUS with (a) a bid tabulation, (b)
recommendations from you and your engineer as to the acceptability of the bids
received, and (c) 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.

Attached is a copy of RUS Bulletin 1780-12, “Water and Waste System Grant
Agreement,” for your review. You will be required to execute a completed form at the
time of grant closing.

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

In accordance with the intent of Congress as expressed in the FY 1997 Appropriations
Act, recipients of water and waste assistance provided by the Rural Utilities Service are
encouraged, in expending the-assistance, to purchase only American-made equipment
and products.

Please complete and return the enclosed Form RD 194246, “Letter of Intent to Meet
Conditions,” if you desire further consideration be given your application.

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

o

BOBBY LEWIS
State Director

Enclosures

cc: See Page 10




cc:  Administrator, RUS
ATTN: Water and
Environmental Programs
Washington, DC

Craig Burns
Rural Development Specialist
Elkins, WV

Roth and White

Certified Public Accountants
202 Tunnelton Street
Kingwood, WV 26537

Judy and Judy
Attorneys at Law

P. O. Box 636
Mooreficld, WV 26836

‘I‘h}asher Engineering, Inc.
\/'P. 0. Box 1532
Clarksburg, WV 26301




Attachment No. 1 to Letter of Conditions

For: Hardy County Public Service District
Date: July 6,2000

Project Construction Budget

RUS RUS

Project Costs SCBG Grant Loan Total
Construction $1,225,000 $460,900 $334,100 $2,020,000
Construction Contg. 116,000 - 84,000 200,000
Land and Rights - 5,800 4,200 10,000
Legal and Admin. Fees 8,700 6,300 15,000
Engineering Fees 169,600 123,400 . © 293,000

Basic $158,000

Insp. 120,000

Spec. 15,000
Bond Counsel B 8,400 . 6,100 14,500
Interest 70,000 70,000
Administration 25,000 ‘ - 25,000
Project Contg. - 30,600 21,900 52,500
TOTALS $1,250,000 $800,000 $650,000 $2,700,000

Rates - Available for general domestic, commercial and industrial service.

$6.60 per 1,000 gallons per month (Flat Rate)

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

5/8" x 3/4" meter - $ 19.80 per month
3/4" meter - $ 29.70 per month

1" meter - § 49.50 per month

1 1/2" meter - $ 99.00 per month

2" meter - $ 158.40 per month

3" meter - § 297.00 per month

4" meter - $ 495.00 per month

6" meter - $ 990.00 per month

(Minimum Monthly Bill $19.80 for 3,000 gallens)




Budget

Income

Expenses
O&M
*Debt Service
**Debt Service Reserve
***Depreciation Reserve

Balance and Depreciation

Operating and Maintenance Expenses

Purchased Water

Fuel

Chemicals

Operation Labor
Operation Supply/Expense
Maintenance of Mains
Meter Reading Labor
Adm. & Gen, Salaries
Office Supplies & Other
Outside Services Employed
Property Insurance
Regulatory Commission Exp.
Miscellaneous & Gen. Exp.

TOTAL

*Existing Debt Service -
Proposed Debt Service -
Total Debt Service -

** Existing Debt Service Reserve
Proposed Debt Service Reserve
Total Debt Service Reserve

*** Existing Depreciation Reserve
Proposed Depreciation Reserve
Total Depreciation Reserve

$404,712

$ 246,700

143,424

12,395

1,946
$404,465

$ 247

$55,000
14,500
2,000
60,000
14,500
6,500
18,500
39,500
18,000
16,000
700
800
700

$246,700
$104,496

38,928
$143,424

$ 10,449

1,946
$ 12,395

$ -0-
1,946
$ 1,546




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 shall be a charge of $250.00 for connection to the system.

Reconnection Charge
$20.00

Use and Income Analysis

636 users@ 3,000 gallons@ $19.80  per user = $12,592.80 monthly
171  users@ 4,000 gallons @ $26.40 peruser = $ 4,514.40 monthly
114 users@ 5,000 gallons@ $33.00 peruser = $ 3,762.00 monthly
76 users@ 6,000 gallons@ $39.60  per user = $3,009.60 monthly
50 users@ 7,000 gallons@ $46.20 per user = $2,310.00 monthly
16 users@ 8,000 gallons@ . $52.80 peruser = $844.80 monthly

9 uwsers@ 9,000 galions@ $59.40 peruser = $534.60 monthly
5 users @ 10,000 gallons@ $66.00 peruser =  $330.00 monthly
10 users@ 11,000 gallons@ $72.60 peruser = $726.00 monthly
8 users@ 12,000 gallons@ $79.20 peruser = $633.60 monthly
1 users@ 13,000 gallons@ $85.80 peruser =  $85.80 monthly
3  users@ 16,000 gallons@ $105.60 peruser =  $316.80 monthly
2 users @ 19,000 gallons @ $125.40  per user = $250.80 monthly
2 users @ 22,000 gallons @ $145.20  per user = $290.40 monthly
2 users@ 24,000 gallons@ $158.40 peruser =  $316.80 monthly
1  users@ 26,000 gallons@ $171.60 peruser =  $171.60 monthly
1 users@ 31,000 gallons @ $204.60 peruser =  $204.60 monthly
1 users @ 33,000 gallons @ $217.80  per user = $217.80 monthly
1 users @ 35,000 gallons @ $231.00  per user = $231.00 monthly
1 users @ 60,000 gallons @ $396.00  per user = $396.00 monthly
1  users@ 67,000 gallons @ $442.20 peruser =  $442.20 monthly
1 users@ 98,000 gallons @ $646.80  per user = $646.80 monthly
1 users @ 136,000 gallons @ $897.60  per user = $857.60 monthly

1,113 Total Users

$33,726.00 Monthlv Revenue x 12 = 3$404,712 Annual Revenue
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Matthew Gapp, Chairman

P.O. Box 209

RURAL 401 Duvis Avenue

DEVELOPMUNT Elkins, West Virglnia 26241
PHONI (304) 636-2158
FAX (304) 636-5902
T1Y/TDD (800) 282.8771

September 4, 2001

Hardy County Public Service Histrict | F \LE EGPY

Moorefield, WV 26836

Dear Mr. Gapp:

This letter is to confirm that tb:g‘
Water Project RUS loan/grantj}
in the conference room of the :'
conference will follow at 11:0
project will be September 8, Z
available at 10:00 AM. for pxc,.

1..

53 REL AR

pre-closing for the Hardy County PSD Phase IV
vill be held on September 14, 2001 at 10:00 A.M.
ardy County Courthouse. A pre-construction

F?! A.M. The official loan closing date for the PSD’s

01. Please have your accountant and your attorney
closing decisions.

Please refer to the letter of r'onﬂ;ﬂltions dated July 6, 2000. All of the requirements

of the letter of conditions musj!
with RUS Instruction 1780,

e met and the loan must be closed in accordance

Many of the aforementioned n;%ms have already been addressed. Those remaining
@

iterns to be satisfied prior to lori
:

closing include:

1. An addendum to the EnginTz tring Agreement must be properly executed to

reflect the changes and addii
Agreement was executed. ‘

ions that have been made since the original

2. You will need to sign and d!nlte RUS Grant Agreement at Closing. This Form

should be dated for Sepi emb

3. The Certification on the Lo}?

er 18, 2001.

n Resolution will need to be completed at closing

I

4. The Public Service Dlstnctn.ﬂ atrorney must provide the following items labeled
a. through c. no later than th!, close of business on Friday September 7", 2001
or the pre-closing will net t&ke place on the 14" as scheduled. These items

USDA RORAL DEVELOPMENT IS AN EQUAL C‘
DISCIIMINATION SHOQULD BE SENT TO: USI 'J

PPORTUNITY LENDLER, PROVIDER AND EMPLOYER. COMPLAINTS OF
\. DIRECTOR. OFFICE OF CIVIL

P. 002
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were originally identifi
done prior to bidding tt

a. A copy of deeds, co
rights-of- way, along
Form RD 1927-9, “I
your existing systen
(land or facilities), a
property(s) will be

. A narrative opinion
and other items nece
stating how they wil
condemnation proce
handled.

. A certification and 1
easements. Form R:
Way,” may be used.
properties that must
construction or loan
22, must be provide

¥
r.. 1

=d "f’z'n your letter of conditions as things that should be
1e pﬁo ject.

ts, or options for any lands needed other than
a preliminary title opinion covering such lands.
‘re _‘nmary Title Opinion” may be used. In the case of
| OT; whcre the District already acquired real property
pre }munary title opinion(s) concerning all such
ro‘J|:|1'*|dcd
fro n"x your attorney concerning all permits, certifications
qsaﬁd to show that all legal requirements can be met and
1 bcz met. This narrative should also identify any
edlﬁas that are anticipated and state how they will be

!|

3 ng:b opinion relative to title to rights-of-way and

») 4‘4%2 -22, “Opinion of Counsel Relative to Rights-of-
Thpy form may contain a few exceptions such as

be lc,bndemncd however, prior to the start of

0104 ling, whichever occurs first, a new Form RD 442-
5! wwch does not provide for any exceptions.

| | 2

5. The PSD’s attorney will n
Relative to Rights-of-W

; l
ﬁv"__ id to provide Form RD 442-22, Opinion of Counsel
fay;i-?j howing no exceptions as mentioned in the

paragraph above. This 1’01‘1}'?:;1: should be dated September 18, 2001.

6. The PSD’s attorney must fy&#‘rmsh a Form FmHA 1527-10, Final Title Opinion,
on all land(s) being acq mrdli In addition, the attorney must provide a separate
final title opinion(s) co mnﬁg all existing property owned by the PSD. The
opinion(s) should be da tedﬂieptember 18, 2001.

7. The PSD’s engineer myst ]lldlowde a resume of the proposed project

inspector(s).

8. The PSD must provide

9. The permit from the W
at the closing. The PSD
forward it to the WVD(

‘1'

’l.’J

a 1@}14(31' accepting the proposed pI'OJBCt inspector(s).

P. 003
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) UNFTED STAT | RURAL
A DEPARTMEN| OF i DEVELOPMENT
—_— AGRICULTURE ]
10.A copy of the Public Land#”

the date of closing.

11.All applicable Public S
be obtained prior to ¢ld

12, The PSD’s accountant

It should be noted that the:

since the loan was obligate
intermediate rate of 4.875% it
1 ha'

originally obligated. If you
matters pertaining to your
convenience.

Sincerely,

Joseph D. Crickenberger

Rural Development Specizli

CC: Statc Director
USDA- Rural Development

Steploe and Johneon
Bond Counsel

fudy and fudy
Attorneys at Law

Thrasher Engineering Inc,
Consulting Enginzers

Rath & White
Certilied Public Accounrants

¥
5]119‘-

USDA RURAL DEVELOPMENT IS AN Ef

401 Duvia Avenue
Elkiny,Wast Virginia 26241
PHONE (304) 36.2158
FAX (304) §36-5002
TTY/TDD (300) 982-2771

i orporation Permit should be provided on or before
arvfu.e Commission certificates and/or approvals must

mugt provide the accountant’s certification.

ds been a change in the interest rate for the RUS loan
. [The RUS loan will be closed at the current

p'.q?tead of the 5.125% rate at which the loan was

e any questions regarding these or any other

ioa':ii, please contact our office at your earliest

gLAL )PPORTUNITY LENDER, PROVIDER AND EMPLOYER. COMPLAINTS OF

TIACRTAIING TINN CTHAIE N BIE OWSrT T nmlh NIDROTATD NTEISE AT evyTy
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